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COMPANY VALUE ANALYSIS:
SALES, ASSETS, GROWTH
OPPORTUNITIES AND LEVERAGE
IN LQ-45 COMPANIES (INDONESIA
STOCK EXCHANGE)

Abstract

Company value plays a significant role in investment decisions, company performance
assessment, and risk analysis. In addition, there is uncertainty or inconsistency in the
relationship between factors such as sales, assets, and leverage that can affect company
value. The study aims to analyze the effect of sales growth, asset growth, and leverage
on company value in companies listed on the Indonesia Stock Exchange, especially in
the LQ-45 index during the 2021-2022 period. The research method uses a quantita-
tive approach with statistical tools and hypothesis testing. Regression analysis through
path analysis models is used to test the proposed hypothesis. The results showed asset
growth of 15.42%, debt-equity ratio of 1.7797, and high Price to Book Value (36.2721).
Nonetheless, leverage does not act as a mediator in the relationship between asset
growth and company value, defying the Modigliani-Miller theory. The finding high-
lights the complexity of such factors in the context of LQ-45 companies, emphasizing
the need for prudent asset management and debt policy to enhance competitiveness.
The findings have important implications for financial management and business strat-
egy in a dynamic and competitive environment.

Keywords sales growth, asset growth, growth opportunities,
leverage, company value

JEL Classification D22, H83

INTRODUCTION

Capital markets are an integral element in determining company val-
ue on the stock exchange, significantly impacting company perfor-
mance. In this context, evaluating the role and impact of capital mar-
ket policies on company value and company performance on the stock
exchange is important.

Capital market policies promote transparency in corporate financial
reporting, allowing investors to make informed investment decisions
based on accurate data.

Capital market policies related to sales, assets, and leverage represent
how the rules and regulations in the capital market affect these as-
pects of a company’s operations. Sales refer to the revenue generated
by a company through the sale of products or services to customers.
Capital market policies can affect a company’s sales through their ef-
fect on market liquidity and investor sentiment. Assets include all
company-owned resources, including property, land, inventory, and
investments. Capital market policies can affect a company’s assets
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through investment regulations and minimum capital requirements. Leverage refers to a company’s
use of debt to increase its capital. Capital market policies can affect a company’s leverage through loan
terms, credit rules, and interest rates.

To strengthen the competitive position, a company must use debt to increase market power, but using
too much debt will cause failure in competition. This failure is because the company cannot optimize
production and price against its competitors.

In emerging market studies in the capital market domain, the relationship between sales, assets, and
leverage in a company’s industry has significant implications for the company’s funding strategy and
competitiveness. There is a deep need for investors and companies to understand the impact of capital
market policies on these key elements to make informed investment decisions and achieve sustainable
competitive advantage. While much research has been conducted on the impact of capital structure on
company performance and value, research on how these factors impact company competitiveness in a
market context still needs to be explored.

Nguyen et al. (2021) found that leverage affects company value in an inverted U-shape. Similar research
has not been conducted, particularly exploring the relationship between sales, assets, and leverage on
company value. Company value plays an important role in making investment decisions, assessing
company performance, and risk analysis. Financial factors such as sales, assets, and leverage can affect
company value. Therefore, the problem in this study is that there is still uncertainty or inconsistency

regarding sales, assets, and leverage on company value on the Indonesia Stock Exchange.

1. LITERATURE REVIEW

AND HYPOTHESES

In the ever-changing and competitive world of
capital markets, financial managers face the com-
plex and strategic task of managing a company’s
assets, sales, and leverage. In addition to making
investment decisions that are essential for business
growth, financial managers must also carefully
consider optimal capital structure policies and
dividend arrangements. These decisions form the
foundation for companies to improve operations
and strengthen their position in the face of inten-
sifying competition in the market. Capital struc-
ture, which is the composition of different types
of funding such as debt and equity, significantly
impacts a company’s financial health and the obli-
gations it must fulfil. Capital structure ratios, such
as debt to total assets, equity to total assets, and
debt to equity, are key in analyzing a company’s fi-
nancial stability and efficiency (Moeinaddin et al.,
2013). However, as stated by Myers (1984), there
is no one-size-fits-all approach in determining the
optimal capital structure, and companies often
have to consider various factors when making de-
cisions regarding their funding. One of the most
debated topics in contemporary corporate finance

http://dx.doi.org/10.21511/imfi.20(4).2023.31

is the philosophy of modern capital structure. In
the 1960s, Modigliani and Merton Miller, jointly
referred to as MM, were the first to propose the
hypothesis. Nonetheless, the theory has been con-
troversial and disputed throughout time, especial-
ly in the context of its interaction with elements
such as sales, assets, and leverage.

O’Brien’s research from 2003, which found dis-
crepancies between MM theory and some empiri-
cal data, was responsible for one of the objections
raised against MM theory. In response to the crit-
icism, MM changed the basic premises of his the-
ory by considering the impact of taxes associated
with corporate earnings. Therefore, MM conclud-
ed that using debt can increase business value in
situations involving corporate income tax. Since
debt interest is considered a cost that lowers the
company’s tax liability, using debt can provide tax
savings and increase the company’s value. This is
because debt interest is considered a cost that low-
ers corporate tax liabilities.

In addition, an increase in the level of debt poten-
tially increases risk for shareholders, but it can al-
so result in a higher return on equity, as shown
in previous research (Hamouri et al., 2018). This
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finding supports Modigliani and Miller’s theory,
which argues that companies with leverage will be
valued higher. Company value has implications
for the funding structure through debt (Restianti
& Agustina, 2018). In this context, Modigliani
and Miller found that the existence of corporate
income tax will positively impact company value
because debt interest can reduce the amount of tax
payments that must be paid. The role of leverage
in determining company value is also supported
by studies such as those conducted by Bernardin
and Tifani (2019) and Wilyaka (2021). However,
these findings contradict the results of the study
by Sugiharto, Putri, et al. (2021), which concluded
that the use of debt reduces company value.

Corporate strategy and decision-making also have
a central role in driving company performance, as
stated by Akhtar et al. (2022). Management needs
to adopt a strategic approach to spur growth and
make competitive business decisions. This stra-
tegic aspect includes factors such as sales growth,
opportunities, and asset growth (Sumantri et al.,
2022). In some situations, achieving company
growth also requires a significant level of leverage
in the form of debt.

Pecking Order Theory, as one of the views in fi-
nancial decision-making, shows that companies
tend to use more internal funds than debt if sales
growth increases (Mafridah & Ernandi, 2023).
The success of maintaining stable sales growth al-
lows for higher debt levels (Sugiharto et al., 2021).
However, the relationship between sales growth
and financial leverage is inconsistent (Kartikasari
& Merianti, 2016). In this case, the role of creditors
can impact the debt-to-equity level (Umar et al,
2021). Asset growth also has an influence on the
debt ratio (Handayani, 2021). However, there is a
view that asset growth has a negative effect on cap-
ital structure (Fauzan et al., 2019). Along with as-
set growth, debt and reinvestment levels also tend
to increase (Munfagiroh et al., 2023). In this con-
text, research conducted by Fediansyah and Faisal
(2020) found a positive relationship between lev-
erage and growth opportunities, while research
conducted by Kurniawan et al. (2021) did not find
a similar relationship.

Sales growth is considered an indicator of oper-
ational success and a predictor of future growth
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(Putri & Lusy, 2021). This also has an impact on
the assessment of company value (Jao et al., 2020).
Companies with promising sales growth poten-
tial tend to get higher valuations from investors.
Therefore, sales growth has a positive impact on
company value (Anggraini & Tanjung, 2020).

In addition to asset and sales growth, consider-
ing growth opportunities also has relevance (Lee,
2019). This growth opportunity factor has a direct
impact on company value (Wafiyudin et al., 2020),
although Joshi’s (2018) findings do not always sup-
port the same impact. Assets and operational per-
formance also contribute to building investor con-
fidence (Bondarenko et al., 2020). The growth of
company assets has an impact on dividend distri-
bution and higher yield levels (Yuniningsih et al.,
2019). Growing companies are often an attractive
choice for investors (Kiziltoprak & Aksoy, 2018).
Asset growth also has a positive correlation with
company value, as stated by Yadav et al. (2020).

However, Bernardo and Welch’s (2013) study
has a different view, which concludes that asset
growth has no significant effect on company val-
ue. In the context of these uncertainties, as well as
complexities related to financial aspects, growth
strategies, and the use of leverage in Indonesian
companies, further research is considered very
important to gain a deeper understanding and
clearer implications in a company’s efforts to in-
crease company value.

The impact of income on company value is the fo-
cus of research that looks at how increasing com-
pany value can provide benefits for owners (Mulya,
2019). Company valuation is closely related to the
company’s performance and its share price, which
is influenced by a number of factors in the capital
market as well as public perception (Ahmed et al.,
2018). One of the main measures used to evalu-
ate a company’s financial structure is the leverage
ratio, which shows the level of debt relative to eq-
uity (Akben-Selcuk, 2016). Sales growth, as anoth-
er important factor, is of concern to management,
investors, and creditors because it can reflect the
productivity of the company (Das, 2021). Sales
growth has an impact on debt policy (Arhinful
& Radmehr, 2023), capital structure (Lehenchuk
et al,, 2023), and the use of financial leverage
(Lindemanis et al., 2022).

http://dx.doi.org/10.21511/imfi.20(4).2023.31
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Sales growth, growth opportunities and asset
growth have a noticeable influence on the level
of leverage, with total asset growth showing an-
nual growth (Dwi et al., 2021). However, leverage
levels can vary significantly between companies
and sectors (Faisal, 2021). Studies of manufac-
turing companies in Germany show a correla-
tion between asset growth, profitability, and com-
pany size and leverage, while in the UK, factors
such as asset growth, company size, non-debt tax
shelter, profitability, and liquidity also play a role
(Anton, 2019). Studies looking at capital structure
in different countries consider factors such as as-
set growth, company size, earnings volatility, and
inventory (Kuong, 2021). Asset growth also has a
significant impact on capital structure (Clayton
& Reisel, 2013) and the use of financial leverage
(Ngatemin et al., 2018).

The relationship between growth and leverage
is also reflected in the signals received from the
market, where companies with a high ratio of
market equity compared to book value often
indicate growth potential (Bian et al., 2017).
Although some capital structure theories sug-
gest that debt can inhibit growth, companies
with high growth potential tend to maintain
lower debt levels because they are careful in
managing the risk of loss reserves (Septyanto &
Nugraha, 2021).

This study aims to provide an in-depth under-
standing of how financial factors (Sales, assets,
growth opportunities and leverage) interact and
affect firm value in the Indonesian stock market,

Sales growth

with the aim of increasing our understanding of
the financial dynamics of companies in the LQ-45
index. Thus, the research hypotheses can be for-
mulated as follows:

HI:  Sales growth affects company value.

H2:  Asset growth affects company value.

H3:  Growth opportunities affect company value.
H4:  Leverage affects company value.

H5:  Asset growth affects leverage.

Hé6:  Growth opportunities affect leverage.

2. METHOD

This study uses quantitative data collected from
LQ-45 companies listed on the Indonesia Stock
Exchange (IDX) for the 2021-2022 period (see
Table 1).

The source of these data and information comes
from the annual financial statements that have been
audited by the Indonesia Stock Exchange. The limi-
tations required for the purpose of analysis are used
to select the sample. The variables used in this study
are leverage, assets, and sales compared to business
value. This study uses the path analysis method; be-
fore the path analysis is carried out, first look at the
description of the research data through descriptive
statistical analysis. Descriptive analysis in this study,

Growth opportunity
(X3)

—

pzx1
pyx1
Asset growth Leverage Company value
— Y2 —p —  Pzy
(X2) (Y) (2)
X3
by pzx3

Figure 1. Model path analysis

http://dx.doi.org/10.21511/imfi.20(4).2023.31
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apart from describing statistical facts about LQ-45
stocks listed on the Indonesia Stock Exchange (IDX)
for the 2021-2022 period, is also intended to de-
scribe the calculation of indicators for each research
variable. Path analysis serves to test the effect of in-
tervening or mediating variables.

Based on the relationship between variables con-
ceptually, the research model framework can be
modelled as a path diagram (see Figure 1).

Based on the model in Figure 1, there are two path
analysis structural equations, namely:

1)  Structural equation 1,
Y=a+pyx,+pyx, + pyx; + &, (1)
2) Structural equation 2,
Z=a+ pzx,+ pzx, + pzx; + pzy + £,, (2)

where o - constant, x, - sales growth, x, — asset
growth, x; - growth opportunities, ¥ - leverage,
Z - company value,and p - path coefficient (path
coefficient).

3. RESULTS AND DISCUSSION

This study uses a two-stage path analysis. First, a
direct test of multiple regression analysis was con-

Table 2. Multiple regression analysis results

ducted. Second, a Sobel-based path analysis was
conducted. Tables 2 and 3 show the results of the
multiple regression analysis.

Table 2 shows that Sales Growth (X1) has a signifi-
cant negative effect on Leverage (Y). Asset Growth
(X2) has a significant positive effect of 0.013 on
Leverage (Y). The Growth Opportunity variable (X3)
has no significant effect on the Leverage variable (Y).
The Model Summary table obtained an Adjusted R
Square of 0.139, which indicates that Sales Growth
(X1), Asset Growth (X2), and Growth Opportunity
(X3) together affect Leverage (Y) by 13.9%.

Leverage (Y) decreases Company Value (Z) signif-
icantly, as shown in Table 3. With a significance
value of 0.832, Sales Growth (X1) positively affects
Company Value (Z). Asset Growth (X2) has a posi-
tive effect of 0.061 on Company Value (Z). Growth
Opportunities (X3) positively affect Company
Value (Z) with a significance value of 0.000. In the
Model Summary table, the Adjusted R Square of
0.678 shows that Leverage (Y), Sales Growth (X1),
Asset Growth (X2), and Growth Opportunity (X3)
together contribute 67.8% to Company Value (Z).
Figure 2 shows the path analysis diagram for re-
gression analysis.

HI:  The significance value (Sig.) XI-Y of 0.832 is
greater than 0.05. Therefore, it can be con-
cluded that sales growth does not increase
company value.

Unstandardized Coefficients © Standardized Coefficients )
Model - t Sig.
B Std. Error Beta
i (Constant) 1.402 440 : 3.189 .002
?ﬂénsf.Xl e e 117 S T
tensta 385 o ASL 36 2se 01
Transf.X3 -.309 157 : —.247 -1.971 .053
Note: a. Dependent Variable: Transf.Y.
Table 3. Results of regression analysis coefficients
Unstandardized Coefficients © Standardized Coefficients )
Model - t Sig.
B Std. Error Beta
(Constant) e T80 000
: -.339 —4.469
1 . A DR - X =)
: 152 1.909 061
TransfXs 717 9097 . .000

Note: a. Dependent Variable: Transf.Z.
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Sales growth

Company value

L p=-0339—»
(2)

(X1) \
p=0.017
p =-0.054
Asset growth p=0316 Leverage
(X2) (Y)

p=-0247

—

Growth opportunity
(X3)

—

p=0.717

Figure 2. Empirical model of path analysis

H2: The significance value (Sig) X2 and Y of
0.061 indicate that asset growth does not sig-
nificantly increase company value., meaning
that asset growth does not affect company
value.

H3:  The significance value (Sig.) X3-Y of 0.000 is
less than 0.05 (0.000 <0.05). This shows that
growth opportunity increases company val-
ue; as a result.

H4: X1 and Z have a significance value (Sig.) of
0.685, greater than 0.05. It can be concluded
that leverage has no effect on company sales
growth.

H5:  The significance value (Sig) X2 and Y of
0.013 indicate that asset growth increases
leverage in the company.

Hé6:  The significance value (Sig.) X3-Y of 0.053 is
greater than 0.05. This means that growth
has no effect on leverage in IDX LQ-45 com-
panies in 2021-2022.

The Sobel test was conducted to test the mediation
hypothesis. The z-coeflicient value is calculated to
test the indirect effect of the independent variable
on the dependent variable. Since the calculated z
value is smaller than the absolute z value, it can
be concluded that leverage does not mediate the
relationship between sales growth and company
value. In addition, asset growth affects company
value regardless of leverage. The final calculation

http://dx.doi.org/10.21511/imfi.20(4).2023.31

shows that leverage cannot mediate the effect of
growth opportunity on company value.

During the study period, the sales of LQ-45 com-
panies grew by 11.49%, indicating its sales strate-
gy’s effectiveness. The average PBV of LQ-45 dur-
ing the study period was 36%. The share price of
LQ-45 companies during the research period was
relatively high because the price-book value (PBV)
ratio was above 1.

The results of hypothesis testing show that sales
growth has no significant effect on company val-
ue. This finding is in line with research conduct-
ed (Shin & Groth, 2012). High company value in-
spires investors, and shareholders can get a high
return on investment from the market equity and
debt value of the company (Nguyen & Nguyen,
2020). Shares represent the value of a company,
and high share prices reflect high value, as ex-
pressed by Anton (2016), who also emphasizes that
share prices reflect investment, financing, and as-
set management.

This study measures company value using PBV,
which compares stock price to book value. The
PBV ratio shows the market’s assessment of the
company’s book value and corporate value cre-
ation relative to invested capital (Surbakti &
Wijayanti, 2022). A lower PBV ratio generally
leads to a lower share price. It is important to note
that a company’s main goal is to ensure sharehold-
er wealth. Sales growth is influenced by marketing
and competition. It can increase company value
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and investor confidence. Sales growth contributes
to revenue growth, business expansion, and over-
all company value (Admati et al., 2012).

Although sales growth does not increase company
value in this study, it is important to understand
that sales growth plays an important role in a
company’s success. Companies with high growth
can compete effectively and gain market share,
which in turn can increase overall company value
(Narsa et al., 2023).

During the study period, the average asset growth
of LQ-45 companies was 15.42%. This indicates an
expansion of operations and an increase in assets
that can impact operating results. The average PBV
ratio of LQ-45 companies during the study period
was 36.2721. The higher PBV ratio indicates that
the share price of LQ-45 companies is relatively
expensive because the price-to-book value (PBV)
ratio exceeds 1.

In contrast to the findings of (Jati, 2019), this
study found that asset growth has no significant
effect on company value. However, according to
Salgado et al. (2017), asset growth has a signifi-
cant effect on PBV and subsequently on company
value. Public trust in the company’s performance
over time contributes to its value. Effective asset
management is crucial in determining company
value. Every company aims to maximize its value
as stakeholder value is essential for long-term sus-
tainability. Public companies seek to increase their
value to benefit their owners. Investment, financ-
ing, and asset management impact the stock price
(Guo & Hawkes, 2019).

PBV is a measure widely used by analysts to pre-
dict stock prices, which shows the relationship be-
tween the stock market performance of a company
and its price to book value ratio. Companies with
a high Return on Equity (ROE) often trade at mul-
tiples of their book value, thus creating confidence
among investors (Prasetya et al., 2021). The PBV
ratio can influence investor sentiment and posi-
tively impact stock prices.

Asset growth is a metric that compares a compa-
ny’s total assets between different periods. Asset
growth contributes to improved company perfor-
mance, and when assets and operational results
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improve, this fosters trust and confidence among
external stakeholders (Prasetya et al, 2021).
Investors are likely to exhibit a preference for such
companies, potentially resulting in an increase in
share prices and overall corporate value. However,
this study reveals that investors negatively per-
ceive asset growth. This finding suggests that as-
set growth does not affect company value, and in-
creasing assets without matching operational re-
sults leads to a lack of trust among external stake-
holders (Apriani et al., 2021).

In the context of LQ-45 companies, growth op-
portunities in the study period were quite signif-
icant, as indicated by the average Price/Earnings
Ratio (PER) of 18.5092. High growth indicates an
attractive Net Present Value (NPV) investment,
while low growth indicates a scarcity of profit-
able investment projects. The PBV ratio of LQ-
45 companies in the study period was relatively
high, with an average of 36.2721, which indicates
that the share prices of these companies were rel-
atively high compared to their book value (Garin
et al., 2023).

The findings of this study support the notion
that growth opportunities impact company val-
ue, in line with previous research (Utami, 2020).
Investors assess company value based on stock
prices, and investment decisions contribute
to overall company value (Susanti et al., 2022).
Therefore, growth prospects are important in at-
tracting investors and driving company value.

High-growth companies require large financial
resources. Creditors, investors, and employ-
ees are often attracted to companies with high
growth potential, as increased productivity con-
tributes to the company’s overall growth. High-
growing companies may rely more on debt fi-
nancing to support growth, as it is often cheap-
er than issuing additional equity (Harsanti &
Mulyani, 2021).

However, taking on debt exposes companies and
managers to financial risks. Managers can avoid
projects with low NPV and prioritize high-growth
investments to prevent underinvestment. This
strategy allows the company to utilize its resourc-
es effectively and avoid missed opportunities
(Nwuba et al., 2020).

http://dx.doi.org/10.21511/imfi.20(4).2023.31
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Growth opportunities and financial management
decisions influence a company’s capital structure.
Growth opportunities can improve a company’s
capital structure, allowing management to utilize
excess free cash flow. Investors generally view debt
favorably because it allows companies to optimize
their capital structure and increase shareholder
value (Hamshari et al., 2020).

During the study period, LQ-45 companies had
an average Debt-to-Equity Ratio (DER) of 1.7797,
which indicates a significant dependence on debt
financing. The high PBV ratio observed during the
study period indicates that the share price of LQ-
45 companies is relatively high because the PBV
ratio exceeds 1 (Ravindran & Kengatharan, 2021).

The level of leverage of a company has a significant
impact on its value. Several studies (Lugo, 2020;
Okpara et al., 2022; Shrestha et al., 2022) have
shown the effect of leverage on company value.
Shareholders want an increase in company value
and a share price increase, as it directly benefits
them (Kiziltoprak & Aksoy, 2018).

Companies use internal and external sources to
raise funds, including retained earnings, depre-
ciation, debt, securities, issuance of new shares,
purchase discounts, and funding from suppliers
and creditors. Trade-oftf theory states that in-
creased debt financing exposes the company to
financial risk due to fixed interest payments, thus
impacting net income under uncertain condi-
tions (Senani et al., 2022).

Sales growth is an important factor in predicting
company performance. It reflects the company’s
demand and competition (Migliaccio & Tucci,
2020). Maintaining and increasing sales contrib-
utes to profitability and investor attractiveness,
which has the potential to have a positive effect on
stock prices. However, sales growth did not have
a significant effect in this study according to the
hypothesis test. Companies with high debt can
lower corporate taxes and boost stock prices in ac-
cordance with the trade-off theory (Anggraini &
Tanjung, 2020).

As observed in LQ-45 companies during the study

period, asset growth indicates operational ex-
pansion and increased assets. Assets play an im-

http://dx.doi.org/10.21511/imfi.20(4).2023.31

portant role in improving company operations.
However, this study’s relationship between asset
growth and leverage is not significant. This find-
ing contradicts some previous studies’ expecta-
tions (Jao et al., 2020).

A company’s capital structure is influenced by var-
ious factors, including sales stability, asset struc-
ture, growth rate, profitability, tax, control, man-
agement attitude, operating leverage, lender and
company credibility, market conditions, and in-
ternal conditions. Financial managers aim to bal-
ance these factors to determine the optimal capi-
tal structure that maximizes company value and
minimizes funding costs (Munfagiroh, S. et al.,
2023).

Growth opportunities may not directly impact
leverage due to the availability of internal fund-
ing sources and the potential benefits of external
funding. The lack of observed relationship be-
tween growth opportunities and leverage in LQ-
45 companies can be attributed to the influence of
other factors or internal funding limitations alone
(Fauzan et al., 2019).

The findings of this study highlight the complex
relationship between growth opportunities, asset
growth, leverage, and company value. When de-
termining company value, investors consider var-
ious factors, including stock price, growth pros-
pects, and capital structure. High-growth compa-
nies often rely on debt financing to support their
expansion, but managers should carefully weigh
the risks and benefits associated with debt and eq-
uity financing to optimize company value.

3.1. Analyzing the role of leverage
as a mediator between asset
growth and company value

During the research period coveringa specific time
span, the performance analysis of LQ-45 compa-
nies showed an average asset growth of 15.42%.
The percentage change in assets from the previous
year indicates the expansion of operational assets,
which is expected to contribute to the improve-
ment of operational performance. In addition,
during this period, LQ-45 companies showed an
average debt-to-equity ratio of 1.7797, which sig-
nifies the proportion of capital used to fulfil their
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financial obligations. A higher debt-to-equity ra-
tio indicates a greater capacity to fulfil debt obli-
gations, indicating a stronger financial position for
these companies. In addition, the average price-
to-book value (PBV) of LQ-45 companies during
the study period reached 36.2721. This large PBV
value indicates that the share prices of these com-
panies are considered expensive compared to their
book value, exceeding the set threshold of 1.

Hypothesis testing in this study aims to deter-
mine whether leverage plays a role in mediating
the relationship between asset growth and com-
pany value in LQ-45 companies. Surprisingly, the
results of this analysis show that leverage does
not act as a mediator in this context. Moreover,
further examination reveals an important obser-
vation - as the average debt-to-equity ratio in-
creases (as depicted in Figure 3), interest expense
also shows an increasing trend. This finding sug-
gests that debt favors lenders more than share-
holders, thus highlighting the potential impact of
debt-related financial decisions on stakeholders
in LQ-45 companies.

The results of this study contradict the theory of
debt value proposed by Modigliani and Miller,
which states that leverage increases company val-
ue. Instead, this finding suggests that for LQ-45
companies, leverage alone may not be a deter-
mining factor in driving company value, as the fi-
nancial benefits of debt tend to favor lenders over
shareholders.

This study has significant practical implications
for financial management in LQ-45 companies
and can inform decision making regarding the
use of leverage and its impact on overall compa-
ny value. Understanding the relationship between
asset growth, leverage, and company value is cru-
cial for these companies to optimize their finan-
cial structure and improve their competitiveness
in the market.

The large asset growth observed over the study
period underscores the importance of managing
operational assets efficiently and effectively. The
growth of operational assets can significantly im-
pact a company’s overall financial performance
and position. Financial managers and executives
should carefully analyze and formulate asset man-
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agement strategies to capitalize on the potential
operational performance improvements resulting
from asset growth.

In addition, the observed correlation between
debt-to-equity ratio and interest expense warrants
careful financial decision-making regarding debt
financing. While a higher debt-to-equity ratio may
provide advantages in meeting debt obligations, it
also incurs higher interest expenses, which may af-
fect overall financial stability. Financial managers
should strike a balance between debt and equity
financing, considering the interests of lenders and
shareholders, to optimize the financial structure
and achieve sustainable growth.

3.2. Analyzing the role of leverage
as a mediator between growth
opportunities and company value

During the study period, a comprehensive analysis
of the LQ-45 companies revealed that their growth
opportunities, measured by the Price/Earnings ra-
tio (PER), averaged 18.5092. This large PER val-
ue signaled significant growth prospects for these
companies, indicating investment projects with
high Net Present Value (NPV). In contrast, lower
growth companies in the LQ-45 index were found
to have fewer profitable investment projects with
positive NPV. This finding underlines the impor-
tant role of growth opportunities in shaping com-
pany outlook and market perception.

Throughout the study period, the average Debt-to-
Equity Ratio (DER) of LQ-45 companies stood at
1.7797. This metric indicates the financial struc-
ture and funding decisions of these companies.
The DER value indicates these companies’ efficient
use of capital to fulfil all financial obligations,
which shows their ability to manage debt and eq-
uity financing effectively.

The study further found that the price-to-book
value (PBV) of LQ-45 companies averaged 36.2721
during the study period. This significant PBV val-
ue highlights the perception of a higher share
price than its book value. A PBV ratio above 1 in-
dicates that the stock is trading at a premium to
its book value, signaling market optimism and
higher investor expectations of future growth and
profitability.
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The hypothesis testing conducted in this study aims ~ the average DER tends to increase, followed by an
to explore the potential mediating role of leverage increase in interest expense (as depicted in Figure
between growth opportunities and company val- 3), this suggests that lenders benefit more from the
ue in LQ-45 companies. Surprisingly, the results debt of LQ-45 company compared to shareholders.
show that leverage does not act as a mediator in this  This finding suggests that leverage alone cannot be
context. Instead, it appears that growth opportuni- the determining factor in driving company value
ties directly affect leverage, while leverage, in turn, for these companies, challenging the debt theory of
has no significant impact on company value. As value proposed by Modigliani and Miller.

CONCLUSION

The present study aims to analyze the effect of sales growth, asset growth, and leverage on company
value in companies listed on the Indonesia Stock Exchange, especially in the LQ-45 index during the
2021-2022 period.

The regression test results show that Sales Growth, Asset Growth, and Growth Opportunity together
affect Leverage by 13.9%. While the Leverage, Sales Growth, Asset Growth, and Growth Opportunity
factors together contribute 67.8% to Firm Value. Sobel test results show that leverage does not mediate
the relationship between sales growth and firm value. In addition, asset growth affects firm value with-
out regard to leverage. The last calculation result shows that leverage cannot mediate the effect of growth
opportunity on firm value. The results of hypothesis testing show that sales growth has no significant
effect on firm value. This finding is in line with research conducted (Shin & Groth, 2012). In contrast,
growth opportunity directly affects leverage, while leverage has no significant impact on firm value.
Since the average DER tends to increase, followed by an increase in interest expense, so leverage alone
cannot be a determining factor in increasing firm value and this challenges the theory of debt value
proposed by Modigliani and Miller.
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