Ningrum Trija Kesuma/Afr.J.Bio.Sc.6(4)(2024) ISSN: 2663-2187

https://doi.org/10.48047/AFJBS.6.4.2024.1171-1193

ﬂBS African Journal of Biological Sciences

b Journalhomepage: http://www.afjbs.com ”

Research Paper Open Access

Analysis of Factors Affecting Firm Value with Ownership Structure as A
Moderating Variable in Companies Listed on the LQ45 Index and The Hang
Seng Index

Ningrum Trija Kesuma!, Iskandar Muda?, Rina Br Bukit?
123Universitas Sumatera Utara
ntrijakesuma@gmail.com

Article History

Volume 6, Issue 4, 2024 AB_STRACT . . - ..
Received: 07 March 2024 This study was conducted to determine how profitability, liquidity,

ﬁcsepted : 09 June 2024 sustainable growth rate, and company size affect firm value in companies
Ol:

listed on the LQ45 and Hang Seng indexes and whether ownership
structure can moderate this effect. The research is causal associative
research conducted using a quantitative approach. The population in this
study was companies listed on the LQ45 index, which totalled 45
companies, and the Hang Seng index, which totalled 85 companies, from
2020 to 2023. The results obtained in this study indicate that profitability
has a positive and significant effect on firm value in companies listed on
the LQ45 index but has no effect on companies listed on the Hang Seng
index. A sustainable growth rate positively affects firm value in companies
listed on the Hang Seng index but does not affect companies listed on the
LQ45 index. Meanwhile, liquidity and firm size does positive significant
affect firm value in companies listed on the LQ45 but does not affect on
Hang Seng indexes. Other results in this study indicate that ownership
structure can moderate the effect of profitability on firm value in
companies listed on the Hang Seng index. However, it is not able to
moderate the effect of profitability on companies listed on the LQ45 index.
The effect of liquidity, sustainable growth rate, and company size on firm
value cannot be moderated by ownership structure in companies listed on
the LQ45 and the Hang Seng indexes.
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Introduction

In recent years, stocks have become popular as an investment alternative that promises
high returns. Investors tend to choose stocks because they can earn more profits than bonds.
According to data from the Indonesian Central Securities Depository (KSEI), in 2022, there will
be 10.31 million capital market investors. This number increased by 37.68% from 2021, which
amounted to 7.49 million people, and jumped by 536.42% in the last five years, or since 2018.
The increase in the number of stock investors cannot be separated from the efforts of the
Indonesia Stock Exchange (IDX) in the form of the Yuk Nabung Saham (YNS) campaign to
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encourage the public as potential investors to get involved in capital market investment through
regular and sustainable stock purchases.

According to Taufani (2024), the LQ45 index is one of the stock indices containing 45
blue-chip stocks on the IDX. The blue-chip refers to large capitalization stocks that are often
traded and have been on the exchange for a long time. LQ45 stock stands for Liquid 45, which
refers to 45 highly liquid stocks that generate high profits; this LQ45 stock is an investment term
that refers to the LQ45 index. Still on the Asian continent like Indonesia with its LQ45 index,
Hong Kong is a very stable international financial centre, trading centre, and shipping centre. (Z.
Lin, 2023). The Hang Seng Index with the symbol HSI, established in 1969, is the average
market capitalization value of blue-chip stocks on the Hong Kong Stock Exchange, accounting
for 70% of the overall market capitalization. The index covers a wide range of industry sectors
and major companies in the Asia Pacific region, thus providing a more comprehensive
perspective on economic and investment conditions in the region. It is the highest market
capitalization company in Hong Kong.
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Figure 1. Firm Value Phenomenon of the LQ45 Index and the Hang Seng Index

The phenomenon of company value or Tobin's q listed on the LQ45 index and the Hang
Seng index experienced significant fluctuations in 2020-2023. Starting in 2020, the average
movement in the value of companies with the LQ45 index was 2.221. In 2021, it fell to 1.870;
this reflects a decrease in the market value of companies in the LQ45 index compared to the book
value or replacement cost of assets. In 2022, there was a small increase to 1.916; this indicates a
recovery or increase in the market valuation of these companies. However, in 2023, there was
another decline, with the lowest value for four consecutive years to 1.697. This shows the
instability of the capital market that large companies in Indonesia still feel. Meanwhile, the
average movement of firm value or Tobin's g in companies with the Hang Seng Index shows
more significant fluctuations over the past four years. The firm value continues to decline;
starting in 2020, it is 2.885; in 2021, it becomes 2.459; in 2022, it drops to 2.257; and in 2023, it
rapidly declines to 1.665. This is a concern considering that Hong Kong is an international
financial, trade, and stable shipping center. Although the average company value or Tobin's Q in
companies listed on the LQ45 index is lower than that in companies listed on the Hang Seng
Index, fluctuations in value tend to be stable within a certain period. From 2020 to 2023,
companies in the Hang Seng Index continued to decline, while companies in the LQ45 Index
showed a slight increase in 2022 before declining again in 2023.
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Table 1. LQ45 Ratio 2019-2022

No Firm Name 2020 2021 2022 2023
1  Adaro Energy Indonesia Tbk. 0,89 1,08 1,13 0,76
2  Bank Rakyat Indonesia (Persero) Thk. 1,25 1,20 1,24 1,28
3 Indofood Sukses Makmur Tbk. 0,88 0,83 0,81 0,77
4  Sarana Menara Nusantara Tbk. 2,13 1,69 1,64 1,50
5  Unilever Indonesia Tbk. 14,41 9,00 10,57 8,88

The value of companies listed on the LQA45 index fluctuated from 2020 to 2023, as
happened in the companies Adaro Energy Indonesia Thk, Bank Rakyat Indonesia (Persero) Tbk,
and Unilever Indonesia Tbk, which continue to experience fluctuations or ups and downs in
company value every year. Meanwhile, the firm value of Indofood Sukses Makmur Thk and
Sarana Menara Nusantara Thk continues to decline every year.

Table 2. Hang Seng Ratio 2019-2022

No Firm Name 2020 2021 2022 2023
1  CLP Holdings Limited 1,25 1,30 1,13 1,19
2 WH Group Limited 5,38 3,95 3,59 3,53
3  China Petroleum & Chemical Corporation 0,75 0,78 0,53 0,77
4 Power Assets Holdings Limited 1,04 1,17 1,08 1,09
5  Tencent Holdings Limited 4,94 3,12 2,82 2,07

There are fluctuations in the firm value in companies listed on the Hang Seng index from
2020 to 2023, as occurs in companies CLP Holdings Limited, China Petroleum & Chemical
Corporation, and Power Assets Holdings Limited continue to experience fluctuations or ups and
downs in company value every year. Meanwhile, the firm value of WH Group Limited and
Tencent Holdings Limited continues to decline every year.

Firm value is thought to be influenced by profitability, liquidity, sustainable growth rate,
and company size with moderating ownership structure. profitability uses the Net Profit Margin
(NPM) indicator. Furthermore, Liquidity uses the Current Ratio (CR) indicator. Company size is
measured using the total assets indicator, and Blockholder Ownership as an indicator of the
Ownership Structure. It is hoped that this research can be used as evaluation material for
investors and related parties and provide guidance on company performance in making better
investment decisions.

Literature Review

Signalling theory

Signalling theory by Michael Spence in 1973 states that company executives with a deep
understanding of the company are motivated to communicate information to potential investors to
increase the company's share price. According to Hartono (2013), signal theory highlights that it
is very important for companies to disclose information to external parties when making
investment decisions. Capital market investors need analytical tools to make investment decisions
in the form of comprehensive, relevant, precise, and efficient information (Santoso, 2020).
Hartono (2013) states that the information disseminated as an announcement serves as a signal to
investors when making investment decisions. If the announcement contains positive value, it is
expected to be able to get a response from the market after being received by investors. When all
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market participants have received the information announcement, they interpret and analyze it
first in the form of good news (good signal) or bad news (bad signal). Signalling theory underlies
management actions to provide direction to investors regarding management's view of the
company's future through financial reports.

Firm Value

According to Indrarini (2019), firm value is the investor's perception of the manager's success
rate in managing the company's resources entrusted to him and is often associated with stock
prices. Firm value summarizes investors' collective assessment of a company's performance, both
current performance and future projections (Brealey et al., 2007). Firm value is reflected in the
point of view of each investor and is closely related to the firm's value. When a company is
highly valued, the value of the company also tends to be highly valued, indicating that the
company has a high level of trust. The ratio that provides the best information is Tobin's Q or Q
ratio because it can explain various phenomena in corporate activities, such as cross-sectional
differences in investment decision-making and diversification (Claessens & Fan, 2002).

Profitability

Profitability ratios refer to the company's overall financial policies and operating decisions
(Brigham & Houston, 2012). Owners and potential investors tend to pay attention to profitability
because shareholders expect the company to provide higher dividends and increase the value of
their investment. As a result, investors will be more confident in using their capital to get
maximum results (Sinurat, 2021). Therefore, high profitability can increase company value and
shareholder welfare so that firm value increases.

H1a. Profitability affects the firm value in companies listed on the LQ45 Index.

H1b. Profitability affects the firm value in companies listed on the Hang Seng Index.

Liquidity

Liquidity shows the ability of a company to fulfil its short-term obligations that are due
immediately (Kasmir, 2010: 110). Companies that can pay and fulfil short-term obligations on
time indicate that the company is in a liquid condition; this means that the smaller the company is
experiencing financial difficulties. Therefore, companies always try to maintain their liquidity
conditions to increase investor and creditor confidence that the company is always in a safe and
stable condition (Suhendi & Firmansyah, 2022). This means that liquidity is related to firm value
because investors pay attention to the company's ability to meet short-term obligations before
deciding to invest. Signal theory explains that a company with a high liquidity ratio is a positive
signal for investors. With high liquidity, it will increase investor confidence in the company so
that the company's share price will increase.

H2a. Liquidity affects the firm value in companies listed on the LQ45 Index.

H2b. Liquidity affects the firm value in companies listed on the Hang Seng Index.

Sustainable Growth Rate

In signalling theory, the Sustainable Growth Rate (SGR) acts as a signal for external investors
about the quality of management and growth prospects of the company. Sustainable Growth Rate
Is a concept based on signalling theory that shows the signal of the company's progress, whether
the investor's decision can generate a return on the investment provided by the owner of the
company or the depositor of funds to guarantee and as a tool to measure perceptions that unify
the state of the company in the form of signals for investors between company management and
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investors (Majdi et al., 2022, Rinaldo et al., 2022, Xiang et al., 2023, Zee et al., 2023).
Sustainable growth must be achieved so the company can obtain strategic benefits from its
growth (Raisch & von Krogh, 2007). Investors will appreciate companies with higher SGRs
because companies with higher SGRs are better able to rely on internal funding sources to
support their sales growth (Listiani & Supramono, 2020, Ponkratov et al., 2022). Companies with
high SGR tend to be valued higher by the market, as they can grow using their internal resources
without the high risks associated with additional debt.

H3a. Sustainable Growth Rate affects the firm value in companies listed on the LQ45 Index.
H3b. Sustainable Growth Rate affects the firm value in companies listed on the Hang Seng
Index.

Firm Size

Large company size tends to increase investors' desire to invest in the company because it is
believed to be more profitable than small companies. Firm size can convey signals to
stakeholders. Generally, large-scale companies obtain more resources and more ability to meet
stakeholder expectations. A company that significantly increases its size can signal its positive
growth prospects to investors. According to Subroto (2014: 79), large companies are believed to
be superior to small companies. Investors feel safer when investing by buying shares in large
companies. Companies with larger sizes are considered to have a lower level of negative risk
because they have greater access or reach to the capital market to obtain funds and increase
company value (Sundarsih & Andriati, 2022).

H4a. Firm size affects the firm value in companies listed on the LQ45 Index.

H4b. Firm size affects the firm value in companies listed on the Hang Seng Index.

Ownership Structure

In low management (insider) ownership, the ability to equalize interests and the effectiveness of
control between managers and owners have a significant impact on firm value. However, in high
management (insider) ownership, the effectiveness will be reduced. Blockholder ownership is
associated with increased information transparency such as higher response to stock market
signals (Kau, Linck, and Rubin 2008). If management has substantial control, they can choose to
retain earnings for investment or dividend distribution, which in turn affects firm value. In
addition, a dominant ownership structure by institutional investors or large shareholders may
influence the firm's decisions regarding liquidity management. A dominant ownership structure
by institutional investors or large shareholders may affect a firm's investment decisions. These
investors may have a preference for long-term sustainable growth strategies and may influence
companies to adopt strategies that support a higher Sustainable Growth Ratio (SGR). Dominant
shareholders or large institutional investors may influence a company's risk management policies.
A concentrated ownership structure may influence a company's risk management more
effectively. Large shareholders may have the ability to better monitor and manage operational,
financial and strategic risks, which can reduce potential losses and increase firm value.

H5a. Ownership structure can moderate profitability on firm value in companies listed on the
LQ45 Index.

H5b. Ownership structure can moderate profitability on firm value in companies listed on the
Hang Seng Index.

H6a. Ownership structure can moderate liquidity on firm value in companies listed on the LQ45
Index.
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H6b. Ownership structure can moderate liquidity on firm value in companies listed on the Hang
Seng Index.

H7a. Ownership structure can moderate sustainable growth rate on firm value in companies listed
on the LQ45 Index.

H7b. Ownership structure can moderate sustainable growth rate on firm value in companies
listed on the Hang Seng Index.

HB8a. Ownership structure can moderate firm size on firm value in companies listed on the LQ45
Index.

H8b. Ownership structure can moderate firm size on firm value in companies listed on the Hang
Seng Index.

The conceptual framework of this study can be reviewed in the figure below.

Profitability (X1)

Liquidity (X2)

Firm Value (Y)

Suistanable Growth

Rate (X3)

Firm Size (X4)

Ownership Concentration
(L)

Figure 2. Conceptual Framework

Methods

This type of causal associative research (causal effect) aims to investigate the impact and
relationship between facts and phenomena and find factual details about the factors that influence
it (Sekaran, 2003: 124). This study examines the relationship between profitability, liquidity,
sustainable growth rate, and firm size on firm value moderated by the ownership structure
variable. The population used are all companies listed in each index, namely the LQ45 index,
totalling 45 companies and the Hang Seng Index, totalling 76 companies during the 2019-2022
period. The sample of this study was determined using the purposive sampling method, namely,
samples selected from special considerations (Sekaran & Bougie, 2016: 248). The sample
selection criteria are all companies listed on the LQ45 index and Hang Seng index and companies
listed on the LQ45 index and Hang Seng index from 2020-2023. Based on the sampling selection
process that has been carried out, a sample of 22 of the 45 companies listed on the LQ45 Index
and 37 of the 82 companies listed on the Hang Seng Index is obtained. The data used is
secondary data using documentation studies in the form of information sourced from available
reports, such as books, journals, the internet, and other materials related to research material.
Data is obtained from the annual financial statements of companies listed in the LQ45 index and
the Hang Seng index from 2019 to 2022 through the websites www.idx.co.id and
www.hsi.com.hk.
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Methodology

The technique used is Multiple Linear Regression analysis to measure the effect of two or more
independent variables on the dependent variable. The data processing tool in the equation model
in this study is the Eviews 13 application. The data analysis carried out includes research data
analysis, classical assumption test, multiple linear regression analysis and hypothesis testing.

Data Analysis

The results of statistical data analysis of research on companies listed in LQ45 in 2020-
2023, namely the value of the Company has an average value of 1,926 with a standard deviation
of 2,143. The highest company value was at PT Unilever Indonesia Tbk. in 2020, amounting to
14.415, and the lowest was owned by PT Indah Kiat Pulp & Paper Tbk. in 2023, amounting to
0.645. Profitability has an average value of 0.191 with a standard deviation of 0.122. The highest
profitability was at PT Bank Central Asia Tbk. in 2022, amounting to 0.564, and the lowest was
owned by PT Indo Tambangraya Megah Tbk. in 2020, amounting to 0.032. Liquidity has an
average value of 0.015 with a standard deviation of 0.011. The highest liquidity was at PT Kalbe
Farma Tbk. in 2023, amounting to 0.049, and the lowest was owned by PT Sarana Menara
Nusantara Tbk. in 2023, amounting to 0.002. Sustainable Growth Rate has an average value of
0.308 with a standard deviation of 2.386. The highest Sustainable Growth Rate was at PT United
Tractors Tbk. in 2022, amounting to 16.683, and the lowest was owned by PT United Tractors
Thbk. in 2023, amounting to -6.680. Firm Size has an average value of 32.431 with a standard
deviation of 1.452. The largest firm size was at PT Bank Mandiri (Persero) Tbk. in 2023,
amounting to 35.315, and the lowest was owned by PT Indo Tambangraya Megah Tbk. in 2020,
amounting to 30.425. The ownership structure has an average value of 0.595 with a standard
deviation 0.098. The highest ownership structure was at PT Unilever Indonesia Tbk. in 2020-
2024, amounting to 0.850, and the lowest was owned by PT Indofood Sukses Makmur Tbk. in
2020-2023, amounting to 0.501.

The results of statistical data analysis of research on companies listed on Hang Seng in
2020-2023, namely the value of the Company has an average value of 2.320772 with a standard
deviation of 3.755031. The highest Company Value was at Techtronic Industries Company
Limited in 2020, amounting to 23.37893, and the lowest was owned by Sun Hung Kai Properties
Limited in 2023, amounting to 0.424765. Profitability has an average value of 0.307945 with a
standard deviation of 0.742461. The highest profitability was at Power Assets Holdings Limited
in 2020 at 4.828400, and Link Real Estate Investment Trust owned the lowest in 2020 at -
1.597500. Liquidity has an average value of 1.274284 with a standard deviation of 0.780948. The
highest liquidity is in PT Kalbe Farma Tbk. in 2023, amounting to 4.545306, and the lowest is
owned by PT Sarana Menara Nusantara Tbk. in 2023, amounting to 0.130447. Sustainable
Growth Rate has an average value of 0.045872 with a standard deviation of 0.099684. The
highest Sustainable Growth Rate was at PT United Tractors Tbk. in 2022, amounting to
0.281299, and the lowest was owned by PT United Tractors Tbk. in 2023, amounting to -
0.941263. Firm Size has an average value of 34.89025 with a standard deviation of 1.936449.
The highest firm size was at Industrial and Commercial Bank of China Limited in 2023,
amounting to 39.14952, and the lowest was owned by Hengan International Group Company
Limited in 2022, amounting to 31.55810. The ownership Structure has an average value of
0.642670 with a standard deviation of 0.212453. The highest ownership structure was in Hong
Kong Exchanges and Clearing Limited in 2020-2024, amounting to 0.984219, and the lowest was
owned by The Hong Kong and China Gas Company Limited in 2020, amounting to 0.113953.
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Table 1. Descriptive Statistic Analysis Result for LQ45 Firms

X1 X2 X3 X4 Y Z
Mean 0.191089 0.015110 0.308137 32.43115 1.925865 0.594532
Median 0.147750 0.014850 0.067431 32.25282 1.316099 0.569129

Maximum 0.564200 0.049100 16.68309 35.31545 14.41466 0.849918
Minimum 0.031900 0.001822 -6.679921 30.42479 0.645210 0.500671
Std. Dev. 0.122240 0.011371 2.386117 1.452569 2.143635 0.098095
Skewness 1.061080 0.801745 4.308875 0.593078 4.017907 1.369508
Kurtosis 3.609966 3.294628 31.18317 2.158610 20.10260 4.089941
Jarque-Bera  17.06467 9.302959 3039.948 7.402167 1249.756 30.41564
Probability ~ 0.000197 0.009547 0.000000 0.024697 0.000000 0.000000
Sum 16.05149 1.269203 25.88351 2724.216 161.7726 49.94068
Sum Sq. Dev. 1.240229 0.010732 472.5649 175.1264 381.3991 0.798671
Observations 84 84 84 84 84 84

Table 2. Descriptive Statistic Analysis Result for Hang Seng Firms

X1 X2 X3 X4 Y 4
Mean 0.307945 1.274284 0.045872 34.89025 2.320772 0.642679
Median 0.141450 1.091617 0.045127 34.72494 0.985858 0.656504

Maximum 4.828400 4.545306 0.281299 39.14952 23.37893 0.984219
Minimum -1.597500 0.130447 -0.941263 31.55810 0.424765 0.113953

Std. Dev. 0.742461 0.780948 0.099684 1.936449 3.755031 0.212453
Skewness 4.855881 1.418983 -5.787272 0.479926 3.834967 -0.320540
Kurtosis 29.74344 5.475176 59.57422 2.449206 18.40087 2.442349

Jarque-Bera  5666.708 99.26382 23342.28 8.572819 2072.103 5.053708
Probability 0.000000 0.000000 0.000000 0.013754 0.000000 0.079910

Sum 51.73470 214.0797 7.706530 5861.561 389.8896 107.9702
Sum Sq. Dev. 92.05848 101.8499 1.659466 626.2227 2354.743 7.537779
Observations 168 168 168 168 168 168

REM analysis test results on companies listed on the LQ45 index as follows:
Y = o+ BIX1 + B2X2 + B3X3 + P4X4 + ¢

Firm Value = 23.04861 + 2.215500 Profitability - 7.057584 Liquidity - 0.019832 Sustainable
Growth Rate - 0.690231 Firm Size + 1.600614 Ownership Structure + ¢

REM analysis test results on companies listed on the Hang Seng index as follows:
Y=o+ BIX1 +p2X2 +B3X3 + P4X4 + ¢

Firm Value = 36.44741 - 0.255193 Profitability + 0.008849 Liquidity + 1.164818 Sustainable
Growth Rate - 0.955399 Firm Size - 1.211588 Ownership Structure +
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Table 3. LQ45 REM Test Result

Variable Coefficient Std. Error t-Statistic Prob.
C 23.04861 8.478754 2.7183960.0081
X1 2.215500 1.270190 1.7442280.0851
X2 -0.070576 0.177956 -0.3965920.6928
X3 -0.019832 0.031630 -0.6270180.5325
X4 -0.690231 0.256863 -2.6871590.0088
Z 1.600614 2.162367 0.7402140.4614

Table 4. Hang Seng REM Test Result

Variable Coefficient Std. Error t-Statistic Prob.
C 36.44741 9.560265 3.8123850.0002
X1 -0.255193 0.413245 -0.6175330.5378
X2 0.008849 0.356313 0.0248350.9802
X3 1.164818 1.199555 0.9710420.3330
X4 -0.955399 0.274067 -3.4859990.0006
Z -1.211588 1.479082 -0.8191480.4139

The results of the Chow test analysis on companies listed in LQ45 in 2020-2023 with the
probability value obtained is 0.000, which means less than 0.05 (< 0.05), then HO is rejected, and
H1 is accepted. So, it can be concluded that the best model chosen is the Fixed Effect Model
(FEM). The results of the Chow test analysis on companies listed on Hang Seng in 2020-2023
with the probability value obtained is 0.000, which means it is smaller than 0.05 (<0.05), then HO
is rejected, and H1 is accepted. So, it can be concluded that the best model chosen is the Fixed
Effect Model (FEM).

Table 5. LQ45 Chow Test Result

Effects Test Statistic d.f. Prob.
Cross-section F 25.328204  (20,58) 0.0000
Cross-section Chi-square 191.151313 20 0.0000
Table 6. Hang Seng Chow Test Result
Effects Test Statistic d.f. Prob.
Cross-section F 32.577542 (41,121) 0.0000
Cross-section Chi-square 418.004844 41 0.0000

The results of the Hausman test analysis on companies listed in LQ45 in 2020-2023 with
the probability value obtained is 0.0843, which means greater than 0.05 (>0.05), then HO is
accepted, and H1 is rejected. So, the best model chosen is the Random Effect Model (REM). The
results of the Hausman test analysis on companies listed on Hang Seng in 2020-2023 with the
probability value obtained is 0.0010, which means less than 0.05 (>0.05), then HO is rejected, and
H1 is accepted. So, it can be concluded that the best model chosen is the Fixed Effect Model
(FEM)
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Table 7. LQ45 Hausman Test Result

. Chi-
Chi-Sq.
Test Summary Statistic 3(} Prob.
Cross-section random 9.696836 5 0.0843

Table 8. Hang Seng Hausman Test Result
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 20.625098 5 0.0010

Lagrange Multiplier test above, it is known that the results of the LM test analysis on
companies listed in LQ45 in 2020-2023 are that the Breusch-Pagan test value obtained is 0.000
which means it is smaller than 0.05 (<0.05), then HO is rejected and H1 is accepted.

Table 9. LM LQ45 Test Result

Test Hypothesis
Cross-section Time Both

Breusch-Pagan 76.06104 1.282629 77.34367

(0.0000) (0.2574) (0.0000)
Honda 8.721298 -1.132532 5.366068

(0.0000) (0.8713) (0.0000)
King-Wu 8.721298 -1.132532 2.093671

(0.0000) (0.8713) (0.0181)
Standardized Honda 9.889519 -0.902419 2.722035

(0.0000) (0.8166) (0.0032)
Standardized King-Wu 9.889519 -0.902419 -0.086480

(0.0000) (0.8166) (0.5345)
Gourieroux, et al. -- -- 76.06104

(0.0000)

The probability value is 0.076956, greater than the significance level of 0.05. Thus, the
data of companies listed on the LQA45 index used in this study are normally distributed. A
probability value of 0.054526 means that the significance level is greater than 0.05. Thus, the
data of companies listed on the Hang Seng index used in this study are normally distributed.
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In LQA45, the Durbin-Watson value o = 5%, k =4, n =78, dL =, dU = 1.253281, where
the value lies between the dU and (4-dU) values. So, it can be concluded that there is no
autocorrelation in the regression model used in this study. Durbin-Watson value o = 5%, k = 4, n
=101, dL =, dU = 1.475513, where the value lies between the dU and (4-dU) values. So, there is
no autocorrelation in the regression model used for Hang Seng companies in this study.

Table 10. LQ45 Autocorrelation Test Result

R-squared 0.328361 Mean dependent var 0.202837
Adjusted R-squared 0.281719 S.D. dependent var 0.195491
S.E. of regression 0.163134 Sum squared resid 1.916108
F-statistic 7.040078 Durbin-Watson stat 1.253281
Prob(F-statistic) 0.000021
Table 11. Hang Seng Autocorrelation Test Result

R-squared 0.955103 Mean dependent var 0.858567
Adjusted R-squared 0.933975 S.D. dependent var 0.192932
S.E. of regression 0.049575 Akaike info criterion -2.912823
Sum squared resid 0.167120 Schwarz criterion -2.058378
Log likelihood 180.0976 Hannan-Quinn criter. -2.566919
F-statistic 45.20540 Durbin-Watson stat 2.276511

Prob(F-statistic) 0.000000
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There is no correlation value greater than 0.8, so it can be concluded that the model used
in this research on LQ45 companies and Hang Seng companies does not experience
multicollinearity problems.

Table 12. LQ45 Multicollinearity Test Result

Y X1 X2 X3 X4 Z
Y 1.000000 -0.101142 0.257865 -0.058331 -0.473465 0.128725
X1 -0.101142 1.000000 -0.459053 -0.028799 0.507813 -0.027736
X2  0.257865 -0.459053 1.000000 0.055296 -0.599979 0.174690
X3 -0.058331 -0.028799 0.055296 1.000000 -0.016963 0.030178
X4  -0.473465 0.507813 -0.599979 -0.016963 1.000000 -0.232097
z 0.128725 -0.027736 0.174690 0.030178 -0.232097 1.000000

Table 13. Hang Seng Multicollinearity Test Result

Y X1 X2 X3 X4 Z
Y 1.000000 0.262233 -0.439145 0.368011 0.442878 -0.280287
X1  0.262233 1.000000 0.043305 -0.193032 -0.305925 -0.233072
X2  -0.439145 0.043305 1.000000 0.002481 -0.267513 0.009059
X3  0.368011 -0.193032 0.002481 1.000000 0.501689 0.287316
X4  0.442878 -0.305925 -0.267513 0.501689 1.000000 0.300863
Z  -0.280287 -0.233072 0.009059 0.287316 0.300863 1.000000

Each variable has a probability value greater than 0.05, so it can be concluded that the
model used in this research on LQ45 companies does not experience heteroscedasticity problems.
In Hang Seng companies, each variable has a probability value greater than 0.05, so it can be
concluded that the model used in this study does not experience heteroscedasticity problems.

Table 14. LQ45 Heteroscedasticity Test Result

Variable Coefficient Std. Error t-Statistic Prob.

C 0.987565 1.380267 0.715488 0.4766
X1 0.117452 0.266450 0.440802 0.6607
X2 0.059076 0.036448 1.620859 0.1094
X3 -0.002393 0.008061 -0.296894 0.7674
X4 -0.007424 0.040976 -0.181177 0.8567

Z -0.665782 0.447051 -1.489276 0.1408

Table 15. Hang Seng Heteroscedasticity Test Result
Variable Coefficient Std. Error t-Statistic Prob.

C -0.906578 1.120114 -0.809362 0.4211
X1 -0.009265 0.012730 -0.727766 0.4693
X2 -0.005928 0.010830 -0.547378 0.5859
X3 -0.014065 0.129163 -0.108891 0.9136
X4 0.025992 0.031320 0.829876 0.4095
Z 0.024223 0.056651 0.427580 0.6703
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The multiple linear regression equation for LQ45 companies is as follows: Y = a + B1X1
+ B2X2 + B3X3 + PB4X4 + e Firm Value = 15.02254 + 1.021889 Profitability + 3.339632
Liquidity - 0.005137 Sustainable Growth Rate - 0.390496 Firm Size - 1.896678 Ownership
Structure + &. While the multiple linear regression equation for Hang Seng companies is as
follows: Y = a + B1X1 + B2X2 + B3X3 + PB4X4 + &. Firm Value = 2.193954 - 0.018135
Profitability - 0.022560 Liquidity + 0.833190 Sustainable Growth Rate - 0.035854 Firm Size -
0.074129 Ownership Structure + €.

Table 16. LQ45 Multiple Regression Analysis Test Result

Variable Coefficient Std. Error t-Statistic Prob.
C 15.02254 2.645465 5.678600 0.0000
X1 1.021886 0.340386 3.002140 0.0037
X2 0.033396 0.049199 0.678803 0.4994
X3 -0.005137 0.008835 -0.581401 0.5628
X4 -0.390496 0.081902 -4,767833 0.0000
Z -1.896678 0.609969 -3.109467 0.0027

Table 17. Hang Seng Multiple Regression Analysis Test Result

Variable Coefficient Std. Error t-Statistic Prob.
C 2.193954 2.467858 0.889011 0.3771
X1 -0.018135 0.028047 -0.646605 0.5201
X2 -0.022560 0.023861 -0.945443 0.3478
X3 0.833190 0.284574 2.927847 0.0046
X4 -0.035854 0.069005 -0.519579 0.6050
Z -0.074129 0.124814 -0.593916 0.5545

The results through t-test, F-test, and moderating test that profitability has a positive and
significant effect on firm value on companies that listed in the LQ45 index, but has no effect on
companies that listed in the Hang Seng index. Sustainable growth rate has a positive effect on
firm value on companies that listed in the Hang Seng index, but has no effect on companies that
listed in the LQ45 index. Meanwhile, liquidity have no effect on firm value on companies that
listed in the LQ45 index and Hang Seng index but firm size positive affect on Hang Seng.
Meanwhile, other results in this study indicated that ownership structure is able to moderate the
influence of profitability on firm value on companies that listed in the Hang Seng index. But it is
unable to moderate the influence of profitability on companies that listed in the LQ45 index.
Meanwhile, the influence of liquidity, sustainable growth rate and firm size on firm value cannot
be moderated by the ownership structure on companies that listed in the LQ45 index and Hang
Seng index. The R-Square (R2) value in this study is 0.328361, which means that 32.8% of the
independent variables used in this study can explain the value of companies listed on the LQ45
index. While other variables outside this study explain the remaining 67.2%. The R-Square (R2)
value in this study is 0.955103, which means that 95.5% of the independent variables used in this
study can explain the value of companies listed on the Hang Seng index. While other variables
outside this study explain the remaining 0.5%.
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Table 18. LQ45 t-Test Result
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Variable Coefficient Std. Error t-Statistic Prob.
C 15.02254 2.645465 5.678600 0.0000
X1 1.021886 0.340386 3.002140 0.0037
X2 0.033396 0.049199 0.678803 0.4994
X3 -0.005137 0.008835 -0.581401 0.5628
X4 -0.390496 0.081902 -4.767833 0.0000
Z -1.896678 0.609969 -3.109467 0.0027
Effects Specification
S.D. Rho
Cross-section random 0.562703 0.9272
Idiosyncratic random 0.157618 0.0728
Weighted Statistics
R-squared 0.328361 Mean dependent var 0.202837
Adjusted R-squared 0.281719 S.D. dependent var 0.195491
S.E. of regression 0.163134 Sum squared resid 1.916108
F-statistic 7.040078 Durbin-Watson stat 1.253281
Prob(F-statistic) 0.000021
Table 19. Hang Seng t-Test Result
Variable Coefficient Std. Error t-Statistic Prob.
C 2.193954 2.467858 0.889011 0.3771
X1 -0.018135 0.028047 -0.646605 0.5201
X2 -0.022560 0.023861 -0.945443 0.3478
X3 0.833190 0.284574 2.927847 0.0046
X4 -0.035854 0.069005 -0.519579 0.6050
Z -0.074129 0.124814 -0.593916 0.5545
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.955103 Mean dependent var 0.858567
Adjusted R-squared 0.933975 S.D. dependent var 0.192932
S.E. of regression 0.049575 Akaike info criterion -2.912823
Sum squared resid 0.167120 Schwarz criterion -2.058378
Log likelihood 180.0976 Hannan-Quinn criter. -2.566919
F-statistic 45.20540 Durbin-Watson stat 2.276511
Prob(F-statistic) 0.000000
Table 20. LQ45 F Test Result
R-squared 0.328361 Mean dependent var 0.202837
Adjusted R-squared 0.281719 S.D. dependent var 0.195491
S.E. of regression 0.163134 Sum squared resid 1.916108
F-statistic 7.040078 Durbin-Watson stat 1.253281
Prob(F-statistic) 0.000021




Ningrum Trija Kesuma/Afr.J.Bio.Sc.6(4)(2024)

Table 21. Hang Seng F Test Result
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R-squared 0.955103 Mean dependent var 0.858567
Adjusted R-squared 0.933975 S.D. dependent var 0.192932
S.E. of regression 0.049575 Akaike info criterion -2.912823
Sum squared resid 0.167120 Schwarz criterion -2.058378
Log likelihood 180.0976 Hannan-Quinn criter. -2.566919
F-statistic 45.20540 Durbin-Watson stat 2.276511
Prob(F-statistic) 0.000000
Table 22. LQ45 Determination Test Result
R-squared 0.328361 Mean dependent var 0.202837
Adjusted R-squared 0.281719 S.D. dependent var 0.195491
S.E. of regression 0.163134 Sum squared resid 1.916108
F-statistic 7.040078 Durbin-Watson stat 1.253281
Prob(F-statistic) 0.000021
Table 23. Hang Seng Determination Test Result
R-squared 0.955103 Mean dependent var 0.858567
Adjusted R-squared 0.933975 S.D. dependent var 0.192932
S.E. of regression 0.049575 Akaike info criterion -2.912823
Sum squared resid 0.167120 Schwarz criterion -2.058378
Log likelihood 180.0976 Hannan-Quinn criter. -2.566919
F-statistic 45.20540 Durbin-Watson stat 2.276511
Prob(F-statistic) 0.000000
Table 24. LQ45 Moderating Test Result
Variable Coefficient Std. Error t-Statistic Prob.
C 33.01677 17.55167 1.881118 0.0642
X1 6.162541 3.008596 2.048311 0.0444
X2 0.485980 0.314390 1.545790 0.1268
X3 0.540317 1.350164 0.400186 0.6903
X4 -1.008577 0.561651 -1.795737 0.0770
z -35.29784 30.23485 -1.167456 0.2471
X1z -8.859450 5.120037 -1.730349 0.0881
X2Z -0.722284 0.486460 -1.484777 0.1422
X3z -0.916723 2.269996 -0.403843 0.6876
X4z 1.137957 0.970322 1.172763 0.2450
Table 25. Hang Seng Moderating Test Result
Variable Coefficient Std. Error t-Statistic Prob.
C 9.094251 5.621884 1.617652 0.1107
X1 -0.359317 0.147813 -2.430890 0.0179
X2 -0.058264 0.077547 -0.751337 0.4552
X3 0.537000 0.731339 0.734270 0.4655
X4 -0.224507 0.160118 -1.402137 0.1657
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Z -8.897361 6.578725 -1.352445 0.1810
X1Z 0.652439 0.272074 2.398023 0.0194
X27Z 0.044481 0.102765 0.432838 0.6666
X3Z 0.515078 1.146479 0.449269 0.6548
X4z 0.239054 0.188124 1.270723 0.2084

Result and Discussions

Consistent and high profitability in LQ45 companies can increase investor
confidence in the company's long-term performance. Investors tend to be more interested in
investing or maintaining their investment in companies that can generate good profits. In contrast,
the effect of profitability on Hang Seng companies is insignificant. This is because companies
listed on the Hang Seng index, especially those operating in the technology sector or sectors with
rapid growth. So, they focus more on market expansion or product development rather than
optimizing current profitability. They reinvest their earnings into the business for long-term
growth, leading to relatively low profitability in certain periods.

Investors are more likely to invest in companies with high liquidity because they can
easily buy and sell their shares without significantly affecting the market price. On the other
hand, companies with low liquidity may experience higher stock price volatility, hindering
potential investors. Companies listed on the LQ45 index tend to adopt aggressive investment
strategies for long-term growth. This makes liquidity on the LQ45 unaffected. Likewise, Hang
Seng companies are listed on the Hang Seng Index because they are large, established companies
with stable cash flows and strong market positions. These companies rely less on short-term
funding and have access to a wide range of funding sources, so their liquidity levels are less
important in determining overall firm value.

The sustainable growth rate partially does not affect the firm value of companies listed on
the LQ45 index. The sustainable growth rate partially does not affect the firm value of companies
listed on the LQ45 index. This is because too high sustainable growth without additional capital
support can raise concerns about the company's operational, financial, or execution risks.
Investors may see an SGR that is too high as a sign that the company is too aggressive in
expansion without considering the associated risks, which may reduce the company's value.
However, Hang Seng companies show that the Sustainable Growth Rate partially has a positive
and significant effect on firm value because companies that can maintain stable and sustainable
growth tend to be valued higher by the market. A good SGR indicates that the company can
manage its growth well without causing instability or excessive risk.

Company size in LQ45 and Hang Seng companies is not significant. This is because
larger companies tend to have more complex bureaucracy and slower decision-making processes
than smaller ones. This may hinder the company's flexibility in responding to market changes or
new business opportunities, which in turn may affect the company's value. In addition, firm value
assessments are more likely to be influenced by strong financial performance, such as stable
revenue, high-profit margins and consistent profit growth. While it may influence the scale of
operations and cost efficiency, firm size is not the sole factor determining firm value.

Ownership structure cannot moderate the effect of profitability, liquidity, SGR and
company size on firm value in companies listed on the LQ45 index. LQ45 companies have
various ownership structures with different levels of ownership concentration, institutional, and
public ownership. These different ownership structures can influence the moderation of these
variables differently. A good ownership structure does not necessarily guarantee effective
corporate governance. Weak corporate governance can minimize the effectiveness of ownership
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structure in moderating firm value. External factors such as economic, political, and industry
conditions can also affect the effect of profitability, liquidity, SGR, and firm size on firm value.
These factors can dominate the influence of ownership structure. Although other variables cannot
be moderated by the ownership structure of Hang Seng companies, the ownership structure can
moderate profitability. Block shareholders significantly influence the company due to their large
ownership. They can often influence the strategic and operational decisions of the company. In
contrast, block shareholders can control the management in the supervision of profit management
but also have a long-term interest in increasing the company's profitability to increase the value
of their investment. This encourages management to adopt sustainable and innovative strategies
that can improve the company's competitiveness and long-term growth rather than just focusing
on short quarters to increase the company's value.

Conclusion, Limitations and Future Studies

The results obtained in this study indicate that profitability has a positive and significant
effect on firm value in companies listed on the LQ45 index but has no effect on companies listed
on the Hang Seng index. A sustainable growth rate positively affects firm value in companies
listed on the Hang Seng index but does not affect companies listed on the LQA45 index.
Meanwhile, liquidity and firm size do not affect firm value in companies listed on the LQ45 but
firm size affect Hang Seng indexes. Other results in this study indicate that ownership structure
can moderate the effect of profitability on firm value in companies listed on the Hang Seng index.
However, it cannot moderate the effect of profitability on companies listed on the LQA45 index.
The effect of liquidity, sustainable growth rate, and company size on firm value cannot be
moderated by ownership structure in companies listed on the LQ45 and the Hang Seng indexes.

The limitation of this study is that the independent variables are limited to using the

company's financial ratios, namely the Profitability ratio using the Net Profit Margin (NPM)
indicator, liquidity using the Current Ratio (CR) indicator, Firm Size using the total assets
indicator, and Ownership Structure using the Blockholder Ownership indicator. In addition, this
research only focuses on companies listed on the LQ45 index and the Hang Seng index from
2020 to 2023.
This research implies that companies must focus on strategies and operations that increase
profitability, liquidity, sustainable growth, and firm size to increase firm value. For example,
improving operational efficiency, optimizing costs, or increasing profit margins, maintaining a
healthy level of liquidity by managing cash flow and operational liquidity, identifying and
implementing sustainable growth strategies by their SGR to support the achievement of optimal
firm value, and large companies may need to maintain operational scale and benefits in
increasing firm value. In contrast, small or medium-sized companies can focus on specialization
and flexibility to compete. By considering ownership structure as a moderating variable, it is
important to understand how it affects the relationship dynamics between firm value factors. For
example, large managerial ownership may lead to greater long-term orientation, while family
ownership may prioritize long-term sustainability over aggressive growth. In addition, as a
theoretical implication of this research, it is important to test other variables that may impact
Firm Value. The next test is hoped to complement and enrich our understanding of what impacts
firm value.

Meanwhile, policy contributions are addressed to company management. It is
recommended that company management maximize profitability, liquidity, sustainable growth
rate, and firm value because these factors are the basis for value glimpsed by potential investors.
Increasing these can attract more investors and strengthen the company's position in the market.



Ningrum Trija Kesuma/Afr.J.Bio.Sc.6(4)(2024) Page 1188 of 23

In addition, company management is also expected to remain focused on sustainability and
corporate obligations to create a good image and build positive relationships with stakeholders.
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