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Abstract

This research aims to determine the influence of capital structure, company size, and leverage
on the company's intrinsic value. The companies in this research are companies operating in
the infrastructure sector that are listed on the Indonesia Stock Exchange for the period 2017 -
2021. Of all these companies, 12 companies were selected. The statistical method used is
multiple linear regression analysis, coefficient of determination test. The research results show

that profitability has a positive and significant effect on intrinsic value, capital structure has a
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positive and insignificant effect on intrinsic value, company size has a positive and significant
effect on intrinsic value, and leverage has a negative and insignificant effect on intrinsic value.
The results of this research can be used as a consideration in improving and maintaining a
company. The implications of this study are significant for managers, investors, and
policymakers in enhancing the intrinsic value of companies within the infrastructure sector.

Keywords: Capital Structure, Company Size, Leverage, Company Value Infrastructure

INTRODUCTION

The intrinsic value of a company reflects its true condition and significantly influences the
perceptions of prospective investors. Enhancing intrinsic value serves as a strategic response to
competitive pressures. Many companies face liquidation due to their inability to sustain their
value, often attributed to governance deficiencies, liquidity issues, and constrained growth
(Ajeigbe et al., 2021).

Market value is an estimation of the money that could be obtained or paid in a voluntary
transaction for assets or liabilities on the valuation date, where both buyers and sellers act with
understanding, caution, and without coercion.

In 2019, Indonesia ranked 72nd out of 141 countries in infrastructure development,
indicating a shortage in both the quality and quantity of infrastructure, thereby constraining
economic growth (The Global Competitiveness Report, 2019). The government allocated Rp
417 trillion in 2021 for infrastructure development, particularly in the 3T (Tertinggal, Terdepan,
and Terluar) regions, aiming to bolster intrinsic company values, especially within the
infrastructure sector.

In 2020, there were 56 infrastructure sector companies listed on the Indonesia Stock
Exchange, signifying intense competition. An overview of the financial statement conditions of

these companies from 2017 to 2020 is presented in Table 1 below:

Table 1. Overview of Infrastructure Companies in Indonesia from 2017 to 2020

No. Company Year Total Assets Net Profit Total Equity Free Cash Flow
1 ADHI 2017 28,332,948,012,950 517,059,848,207 4,914,508,460,115 162,102,126,945
2018 30,118,614,769,882 645,029,449,105 6,285,271,896,258 3,369,939,541,252
2019 36,515,833,214,549 665,048,421,529 6,834,297,680,021 1,970,105,594,555
2020 38,093,888,626,552 23,702,652,442 5,574,810,447,358 1,931,081,041,037

2 ISAT 2017 50,661,040,000,000 1,301,929,000,000 14,815,534,000,000 288,988,000,000
2018 53,139,587,000,000 (2,085,059,000,000) 12,136,247,000,000 2,858,412,000,000
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No. Company Year Total Assets Net Profit Total Equity Free Cash Flow
2019 62,813,000,000,000 1,630,372,000,000 13,707,193,000,000 (7,946,664,000,000)
2020 62,778,740,000,000  (630,160,000,000)  12,913,396,000,000 132,507,000,000
3 TLKM 2017 198,484,000,000,000 32,701,000,000,000 112,130,000,000,000 199,623,815,028,912
2018 206,196,000,000,000 26,979,000,000,000 117,303,000,000,000 156,276,000,000,000
2019 221,208,000,000,000 27,592,000,000,000 117,250,000,000,000 179,550,000,000,000
2020 247,943,000,000,000 29,563,000,000,000 120,889,000,000,000 191,345,000,000,000
4 WIKA 2017 45,683,774,302,000 1,356,115,489,000 14,631,824,613,000 2,210,485,133,000
2018 59,230,001,239,000 935,753,763,000 11,928,084,446,000 121,519,799,000
2019 62,110,847,154,000  1,488,239,092,000 12,929,487,865,000 5,373,934,471,000
2020 68,109,185,213,000 322,342,513,000 16,657,425,071,000  31,146,590,073,000
5 ADHI 2017 28,332,948,012,950 517,059,848,207 4,914,508,460,115 162,102,126,945
2018 30,118,614,769,882 645,029,449,105 6,285,271,896,258 3,369,939,541,252
2019 36,515,833,214,549 665,048,421,529 6,834,297,680,021 1,970,105,594,555
2020 38,093,888,626,552 23,702,652,442 5,574,810,447,358 1,931,081,041,037

Based on Table 1, it is evident that PT Adhi Karya (Persero) Tbk (ADHI) experienced an
increase in total assets from 2017 to 2020, with net income rising until 2019 but declining in
2020. Total equity showed an upward trend until 2019 but decreased in 2020, while free cash
flow increased consistently during this period. PT Indosat Tbk (ISAT) withessed an increase in
total assets, but net income, total equity, and free cash flow declined from 2017 to 2020. PT
Telkom Indonesia (Persero) Thk (TLKM) demonstrated growth in total assets and equity, but net
income and free cash flow decreased over the same period. PT Wijaya Karya (Persero) Thk
(WIKA) saw increases in total assets, equity, and free cash flow from 2017 to 2020, although
net income fluctuated.

Profitability stands out as a crucial factor influencing company value. According to Peter
(2016), profitability drove company value on the Malaysia Stock Exchange in 2013. Purbawangsa
et al. (2019) found that corporate social responsibility and profitability significantly and positively
impact company value. In contrast, Sugiastuti et al. (2018) argued that profitability has a non-
significant negative impact on company value. Danso et al. (2020) discovered that leverage leads
to a decline in company performance in India, while Dzafic and Polic (2019) observed that
increased debt ratios decrease sales revenue in Bosnia and Herzegovina. Rejeki and Haryono
(2021) highlighted a significant negative impact of leverage on company value, whereas
Rudangga and Sudiarta (2016) identified a positive effect. Ratnawati et al. (2018) noted that
company size, measured by total assets, reflects company development and positively affects

company value. Siahaan (2013) found that larger companies exhibit a positive influence on
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company value due to their strong commitment to improving performance. Conversely, Hertina et
al. (2019) reported a non-significant negative impact of company size on company value.

The substantial disparity between book equity value and market equity value, alongside
the prevalence of intangible assets, prompts research into the significant impact of intangible
assets on enhancing company value. Gamayuni (2015) suggested that higher intangible assets
contribute to increased profit-generating capabilities for companies, which investors appreciate
and thereby elevate company value. Mohammed and Al Ani (2019) identified a positive and
significant correlation between intangible assets and company value in the Omani industry,
whereas Giovanni and Santosa (2020) found a negative and significant impact of intangible
assets on company value.

In light of these findings, this study titled "Analysis of Profitability, Capital Structure,
Company Size and Leverage on the Intrinsic Value of Infrastructure Sector Companies Listed on
the Indonesian Stock Exchange" aims to explore intrinsic value by incorporating the leverage

factor.

LITERATURE REVIEW
The intrinsic value of a company

The intrinsic value of a company represents the value determined through unbiased
analysis, which involves accurately estimating expected cash flows and applying the appropriate
discount rate to those cash flows (Damodaran, 2012). Intrinsic value is influenced by the size,
timing, and risk associated with future free cash flows discounted using a weighted average cost
of capital (Ehrhardt & Brigham, 2011). Irwan Djaja (2017) indicates that there are various

methods and techniques available for assessing intrinsic value, as detailed in Table 2.

Table 2. Valuation Methods and Techniques

No. Methods Model Technique

1 Economic Method Discounted Cash Flow Model Dividend Discount

Free Cash Flow Firm

Free Cash Flow Equity

Economic Value Added Model Dividend Discount

Free Cash Flow Firm

Adjusted Present Value Model Adjusted Present Value

Real Option Model Option to Delay

Option to Expand

Option to Abandon
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No. Methods Model Technique
2 Relative Method Earnings Model Price to Equity
EBIT
EBITDA
Revenue Model Price / Sales
EV / Sales
Book Model Price to Book
3 Asset Method Liquidation Model Liquidation
Realizable Asset Model Realizable
Replacement Model Replacement

The economic valuation method assesses assets based on their utility and their ability to
generate future value for the company. This approach evaluates a company by the economic
benefits derived from investing.

The relative valuation method values assets by comparing them to similar assets or
similar purchase/sale transactions that have occurred previously, thereby overcoming
challenges in calculating or quantifying these asset components.

The asset-based valuation method emphasizes the importance of assets in determining
the fair value of a company. This method evaluates a company based on its physical and
tangible assets, which can be realized and converted into cash or cash equivalents in the event

of a sale or liquidation.

Weighted Average Cost of Capital

Cost of capital is utilized to analyze capital budgeting decisions and is calculated as the
weighted average of various cost components, also known as WACC (Ehrhardt & Brigham,
2011). According to Djaja (2017), there are several stages involved in calculating WACC: (a)
identifying the capital components (debt, common stock, preferred stock) used for investment in
the company, (b) determining the market value of each financial instrument, (c) determining the
cost of each source of company funding as a percentage (%), and (d) determining the
composition (weight) of each instrument relative to the total funds and calculating WACC to

obtain the final result.

Discounted Cash Flow (DCF)
Discounted Cash Flow (DCF) is a method used to calculate the value of a company by

discounting future cash flows such as free cash flow to firm (FCFF), free cash flow to equity
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(FCFE), or dividend streams using the relevant cost of capital (Djaja, 2017). This method forms
the basis of all company valuation calculations, estimating the intrinsic value of an asset based
on its fundamentals. DCF is employed to assess business equity, the overall company value, or
even small portions of a company. In practice, discounted methods like FCFE and FCFF are
used, with FCFE evaluating the company's value from an equity perspective alone, while FCFF

assesses the overall company value (Damodaran, 2012).

Free Cash Flow to Firm (FCFF)

Free Cash Flow to Firm (FCFF) represents the total cash flow available to all
stakeholders in the company, including common shareholders, bondholders, and preferred
shareholders (Damodaran, 2012). FCFF is calculated to assess the company's capacity to
generate free cash flow after accounting for all operational expenses and required

investments.

Profitability

Profitability refers to the level of net profit a company can achieve during its operations,
expressed as a percentage of the capital employed (Mafizatun, 2013; Takdir, 2008). A common
method used to gauge profitability is Return on Assets (ROA), which demonstrates the

efficiency of a company in generating profit from its assets.

Leverage

Leverage refers to the use of borrowed capital in a company's financial structure,
influencing investors' perceptions of its risk and stability. It is measured by the Debt to Asset
Ratio, which compares a company's total debt to its total assets (Danso et al., 2020). A

higher ratio indicates greater risk due to increased reliance on debt financing.

Company size

Company size reflects its total assets and is frequently utilized as an indicator of both
growth and stability (Hertina et al., 2019; Lumapow & Tumiwa, 2017). Larger companies
generally exhibit stronger market control and lower risks compared to smaller firms (Siahaan,
2013). Leverage, which assesses the proportion of a company's debt to its total assets, also
significantly influences the financial structure and risk profile of the company (Rejeki, 2021;
Yanto & Wati, 2020).
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Capital structure

Capital structure refers to the mix of debt and equity chosen by a company to maximize
its value and manage financial risk (Ehrhardt & Brigham, 2011). The primary objective of capital
structure is to assess the long-term solvency of the company and its ability to address financial
challenges and seize existing opportunities (Pratt & Niculita, 2008). Debt to Equity Ratio is one
of the methods used to measure the proportion of debt and equity in a company's capital
structure (Gun & Shackman, 2014).

HYPOTHESES DEVELOPMENT
The influence of profitability on intrinsic company value

Maria Kontesa (2015) noted that several factors influencing company value include
profitability and capital structure. Ehrhardt and Brigham (2011) explain that profitability is the
outcome of corporate policies and decisions. Company profitability refers to "the level of net
profit achievable by the company during its operations" (Mafizatun, 2013). It signifies a
company's capacity to generate profit relative to the capital employed, expressed as a
percentage (Dedi Takdir, 2008). Previous research has concluded that profitability has a
positive and significant impact on company value (Bukit et al., 2018; Tui et al., 2017; Jihadi et
al., 2021).

The influence of leverage on intrinsic company value

Leverage, which involves the use of assets and funding sources to enhance
shareholder returns, often includes the use of debt as one of its strategies. However,
leveraging debt can incur fixed interest costs that potentially decrease the company's
profitability (Munawar, 2018). This can impact the company's value, its cost of capital, and
its stock market price. Previous studies indicate that high leverage ratios can have a
significant negative impact on company value (Yinusa et al., 2021; Rejeki & Haryono, 2021).
Therefore, prudent management of capital structure is crucial to mitigate risks associated

with excessive debt usage.

The influence of company size on intrinsic company value

Company size, which reflects the total assets and sales of a company, is a critical
criterion for investors in their investment strategies (Bestariningrum, 2015). Previous research
indicates that company size has a positive and significant influence on company value
(Bestariningrum, 2015; Husna & Satria, 2019; Al-Slehat, 2019).
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The influence of capital structure on intrinsic company value
Sawir (2005) defines capital structure as "the permanent financing comprising long-term
debt, preferred stock, and common equity. Common equity's book value includes common
stock, paid-in capital or surplus, and retained earnings." Capital structure represents a
component of financial structure stemming from financing decisions, essentially the choice
between debt and equity to fund company operations. Most studies on capital structure focus on
the proportion of debt and equity on the liabilities side of the company's balance sheet (Myers,
2001). Previous research suggests that capital structure positively and significantly correlates
with company value (Hamidy et al., 2001; Azeem, 2014; Topani et al., 2020; Antwi et al., 2012).
Drawing on theoretical foundations and prior research that explores factors impacting
intrinsic company value, and specifically within the context of the Infrastructure sector in the
Indonesia Stock Exchange (IDX), this study posits the following hypotheses:
H1: Profitability has a positive and significant influence on intrinsic company value.
H2: Leverage has a negative and significant influence on intrinsic company value.
H3: Company size has a positive and significant influence on intrinsic company value.
H4: Capital structure has a positive and significant influence on intrinsic company value.

RESEARCH METHODOLOGY
The Study

This study is classified as quantitative research, employing statistical analysis to gather
measurable data (Andi Ibrahim et al., 2018). It adopts a causal approach, aiming to explore
cause-and-effect relationships (Muhajirin, 2017). The research was conducted on the Indonesia
Stock Exchange using online resources, including websites such as www.idx.co.id and

company-specific sites, beginning in May 2023.

Population and Sample

The population comprises 28 companies in the Infrastructure sector listed on the
Indonesia Stock Exchange in 2021, which regularly report their financials. The sample was
purposively chosen based on specific criteria: being listed on the IDX during 2021, having
published complete financial reports for the years 2018-2020, and showing positive profits
during the same period. Sixteen companies out of the 54 listed were excluded from the sample
because they went public after 2017 and did not have complete financial reports from 2015 to
2021. Table 3 below presents the names of the Infrastructure sector companies included in this

study, selected according to these criteria.
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Table 3. Research Sample

No Code Company Name

1 ADHI Adhi Karya Tbk

2 ISAT Indosat Tbk

3 WIKA Wijaya Karya Tbk.

4 TLKM Telkom Indonesia Tbhk

5 FREN Smartfren Telecom Tbk.

6 TOWR Sarana Menara Nusantara Tbk
7 WSKT Waskita Karya Tbk.

8 PTPP PTPP Tbk.

9 KBLV First Media Tbk.

10 JKON Jaya Konstruksi Manggala Pratama Thbk.
11 BUKK Bukaka Teknik Utama Tbk
12 EXCL XL Axiata Thbk.

Analytical Approach

The methodology employed in this study encompasses several pivotal stages. Initially,
descriptive statistical analysis is utilized to provide an overview of the data through various
statistical methods such as frequency analysis, descriptive statistics, data exploration, cross-
tabulation, and ratio analysis (Situmorang, 2019).

Secondly, classical assumption testing is conducted to ensure the robustness of the
model. Normality tests are employed to determine whether the data distribution conforms to a
normal distribution using the Kolmogorov-Smirnov test, where a significance level > 0.05
indicates normal distribution (Situmorang, 2019). Multicollinearity tests are performed to assess
correlations among independent variables by examining tolerance values and variance inflation
factors (VIF), where tolerance > 0.1 and VIF < 10 indicate absence of multicollinearity
(Situmorang, 2019). Heteroskedasticity tests are carried out to evaluate variance homogeneity
within data groups using scatterplot graphs, where randomly scattered points denote no
heteroskedasticity (Situmorang, 2019).

Thirdly, Goodness of Fit evaluation is conducted using the coefficient of determination
(R?) to measure how effectively the model explains variance in the independent variables, with
an R2 value approaching one indicating a well-fitting model (Situmorang, 2019). Model feasibility
tests, such as F-tests, are employed to ascertain the acceptance or rejection of hypotheses at a
5% significance level, where a significance level below 0.05 indicates acceptance of the
hypothesis (Situmorang, 2019). T-tests are utilized to demonstrate the individual impact of each

independent variable on explaining variance in the dependent variable at a 5% significance
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level, where a p-value < 0.05 signifies that the independent variable exerts a partial influence on

the dependent variable (Situmorang, 2019).

RESULTS

Descriptive Statistical Analysis

Table 4. Descriptive Statistics

Profitability Leverage Company Capital Intrinsic
(X1) (X2) Size (X3) Structure(X4)  Value (Y)
Mean 0.068649 0.064354  19.97357 0.068960 6.07E+09
Median 0.041208 0.025666  19.75500 0.059100 32,170,704
Maximum 0.276075  0.327982  25.55000 0.211235 1.09E+11
Minimum 0.000431  4.39E-05 12.02000 6.86E-05 -4.98E+10
Std. Dev. 0.065399  0.084888  3.894995 0.059602 2.35E+10
Skewness 1.300246  1.488784 -0.354482 0.697503 2.162604
Kurtosis 4173220 4.098033 2.063456 2.549542 10.07779
Sum 5.766493 5.405769 1677.780 5.792640 5.09E+11
Sum Sqg. Dev.  0.354989  0.598095 1259.192 0.294849 4.59E+22
Observations 84 84 84 84 84

Table 4 illustrates that the profitability variable ranges from a minimum of 0.000431 to a
maximum of 0.276075, with an average of 0.068649 and a standard deviation of 0.065399. The
leverage variable spans from a minimum of 4.39E-05 to a maximum of 0.327982, with an
average of 0.064354 and a standard deviation of 0.084888. Company size ranges from a
minimum of 12.02000 to a maximum of 25.55000, averaging 19.97357 with a standard deviation
of 3.894995. Capital structure ranges from a minimum of 6.86E-05 to a maximum of 0.211235,
with an average of 0.068960 and a standard deviation of 0.059602. Intrinsic value displays
substantial variability, ranging from a minimum of -4.98E+10 to a maximum of 1.09E+11, with
an average of 6.07E+09 and a standard deviation of 2.35E+10. These descriptive statistics
indicate significant variation in each analyzed research variable, establishing a robust

foundation for further examination of inter-variable relationships.

Classical Assumption
Normality Test
The objective of the normality test is to ascertain whether the regression model involving

dependent and independent variables adheres to a normal distribution. A well-fitting model
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demonstrates normal distribution of data. In Eviews, normality assessment can be conducted
using two approaches: through histograms and the Jarque-Bera test. The Jarque-Bera test
serves as a statistical tool to evaluate the normality assumption of data. According to Gujarati
(2013), the process of normality detection entails examining the asymptotic Jarque-Bera (JB)
values derived from Ordinary Least Squares residuals. The interpretation of the Jarque-Bera
probability (JB) suggests that if the probability exceeds 0.05, the data are considered normally

distributed; probabilities below 0.05 indicate departure from normal distribution.

20 -
Series: Standardized Residuals

Sample 2015 2021
18 - Observations 84

Mean 2 34e-05
12 Median 8.25e+08

Maximum 8.11e+10
Minimum 5. 73e+10

8 Std. Dev. 2.27e+10
Skewness 0.880694
Kurtosis 5.342715
4.
“‘ - Jarque-Bera  2.067799
g Probability 0.270094
o M __!IHI,LJ_'_JI_I

-5.0e+10 -2.5e+10 500600 2.5e+10 5.0e+10 7.5e+10

Figure 1. Normality Test Results
In Figure 1, the Jarque-Bera value is 2.067799 with a probability of 0.270094. Based on
this, it can be concluded that the model in this study adheres to a normal distribution, as the
probability value of 0.270094 exceeds 0.05.

Heteroskedasticity Test

Table 5. Heteroskedasticity Test Results

Variable Coefficient Std. Error t-Statistic Prob.
X1_Profitability 4.58E+10 3.10E+10 1.474975 0.1442
X2_Leverage 9.49E+09 2.99E+10 0.317611 0.7516
X3_Company_Size 1.47E+09 7.14E+08 2.064644 0.1422
X4_Capital_Structure 4.14E+10 3.63E+10 1.140413 0.2576
C -1.96E+10 1.46E+10 -1.342162 0.1834

Output Eviews, 2023
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Table 5 indicates that the probability values exceed 0.05. Hence, it can be inferred that

there is no evidence of heteroskedasticity violation.

Multicollinearity Test

Table 6. Multicollinearity Test Results

X1 Profitability X2 Leverage X3 Company_Size X4 Capital_Structure

X1_Profitability 1.000000 0.245878 0.126544 0.115939
X2_Leverage 0.245878 1.000000 -0.170708 0.535392
X3_Company_Size 0.126544 -0.170708 1.000000 -0.086229
X4_Capital_Structure 0.115939 0.535392 -0.086229 1.000000

Output Eviews, 2023

According to Ghozali and Ratmono (2011), the multicollinearity test is crucial for
identifying significant correlations among independent variables in a regression model. When
correlations among independent variables are below 0.90, it can be concluded that there is no
significant multicollinearity among the independent variables in this model.

Based on the results from Table 6, no correlations exceed a value of 0.8 among the
independent variables. This indicates that in the regression model employed, there is no

indication of multicollinearity or high correlation among the independent variables.

Autocorrelation Test

Table 7. Autocorrelation Test Results

R-squared 0.175548 Mean dependent var 2.24E+09
Adjusted R-squared 0.133803 S.D. dependent var 1.87E+10
S.E. of regression 1.74E+10 Sum squared resid 2.40E+22
F-statistic 4.205302 Durbin-Watson stat 2.386307
Prob(F-statistic) 0.003873

Output Eviews, 2023

Autocorrelation testing examines the relationship between consecutive observations
over time (for time series data) or positions (for cross-sectional data) (Gujarati, 2013). A robust
regression model should be devoid of autocorrelation. One approach to detect autocorrelation is

through the Breusch-Godfrey test, also referred to as the Lagrange Multiplier test. A probability
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value > a = 5% indicates the absence of autocorrelation, whereas a value < a = 5% suggests its
presence.

According to Table 7, the Durbin-Watson statistic is 2.386307, which exceeds 0.05.
Thus, it can be inferred that there is no autocorrelation present in the regression model utilized.
Regression Model Selection

In order to identify the optimal regression model among the Common Effect Model
(CEM), Fixed Effect Model (FEM), and Random Effect Model (REM), various tests are
necessary as outlined below:

Lagrange Multiplier Test

Table 8. Lagrange Multiplier Results

Test Hypothesis

Cross-section Time Both
Breusch-Pagan 24.33793 0.011205 24.34913
(0.0000) (0.9157) (0.0000)

Output Eviews, 2023
Table 8 shows the results of the Lagrange Multiplier test between the Common Effect Model
(CEM) and the Random Effect Model (REM), with the value of Breusch-Pagan < 0.05 (0.0000).
This shows that the hypothesis H1 (no random effect) is accepted while HO (no random effect)

is rejected, indicating that the Random Effect Model (REM) is more appropriate to use.

Chow Test

Table 9. Chow Test Results

Effects Test Statistic d.f. Prob.
Cross-section F 5.887184 (11,68) 0.0000
Cross-section Chi-square 56.198345 11 0.0000

Output Eviews, 2023

Table 9 displays the results of the Chow test comparing the Common Effect Model
(CEM) and the Fixed Effect Model (FEM). The probability value (P-value) for cross-section F is
0.0000, which is below the 0.05 threshold. This outcome supports the acceptance of the

alternative hypothesis (H1), indicating a significant difference between the models, and the
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rejection of the null hypothesis (HO), which posits no significant difference. Consequently, the

Fixed Effect Model (FEM) is deemed more appropriate for use.

Hausman Test

Table 10. Hausman Test Results

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 6.804861 4 0.1466

Output Eviews, 2023

Table 10 presents the results of the Hausman test, with a Chi-Square statistic of
6.804861, degrees of freedom (d.f.) of 4, and a probability of 0.1466. Given that the Chi-Square
probability value of 0.1466 is greater than or equal to 0.05, the null hypothesis (HO) is accepted
and the alternative hypothesis (H1) is rejected. This indicates that the Random Effect Model
(REM) is the more suitable model for use.

Common Effect Model (CEM)

Table 11. Results of the Common Effect Model Test

Variable Coefficient Std. Error t-Statistic Prob.
X1_Profitability 8.52E+10 3.91E+10 2.180833 0.0322
X2_lLeverage -3.79E+10 3.55E+10 -1.067822 0.2889

X3_Company_Size 1.55E+09  6.45E+08  2.395445 0.0190
X4 Capital_Structure ~ 1.07E+09  4.84E+10  0.022139 0.9824

C -2.83E+10 1.35E+10 -2.092820 0.0396
R-squared 0.151369 Mean dependent var 6.07E+09
Adjusted R-squared 0.108401 S.D. dependent var 2.35E+10
S.E. of regression 2.22E+10 Akaike info criterion 50.54287
Sum squared resid 3.90E+22 Schwarz criterion 50.68757
Log likelihood -2117.801 Hannan-Quinn criterion. 50.60104
F-statistic 3.522787 Durbin-Watson stat 1.605068

Prob(F-statistic) 0.010671

Output Eviews, 2023

Table 11 presents the regression results using the Common Effect Model (CEM),

indicating a constant value of -283E+10 with a probability of 0.7936. The regression equation,
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with an adjusted R? of 0.108401, explains that 10.84% of the variance in Profitability, Leverage,
Company size, and Capital Structure is accounted for, while the remaining 89.16% is influenced
by other factors not examined in this study.

Fixed Effect Model (FEM)

Table 12. Results of Fixed Effect Model Test

Variable Coefficient  Std. Error t-Statistic Prob.

X1_Profitability 1.37E+11  5.22E+10 2.616773 0.0109

X2_Leverage -8.59E+10 5.36E+10 -1.602671 0.1136

X3_Company_Size 6.31E+09 1.92E+09 3.291450 0.0016

X4 _Capital_Structure  1.01E+11  5.93E+10 1.698733 0.0939

C -1.31E+11 3.76E+10  -3.480960 0.0009

Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.565326 Mean dependent var 6.07E+09
Adjusted R-squared 0.469442 S.D. dependent var 2.35E+10
S.E. of regression 1.71E+10 Akaike info criterion 50.13575
Sum squared resid 2.00E+22 Schwarz criterion 50.59876
Log likelihood -2089.702  Hannan-Quinn criterion. 50.32188
F-statistic 5.895941 Durbin-Watson stat 2.721064
Prob(F-statistic) 0.000000

Output Eviews, 2023

Table 12 details the regression results using the Fixed Effect Model, showing a constant
value of -1.31E+11 with a probability of 0.0009. The regression equation, with an adjusted R-
squared of 0.469442, indicates that 46.94% of the variance in Profitability, Leverage, Company
size, and Capital Structure is explained, while the remaining 53.06% is influenced by other

factors not examined in this study.

Random Effect Model (REM)

Table 13 presents the regression results using the Random Effect Model (REM),
showing a constant value of -6.19E+10 with a probability of 0.0074. The regression equation,
with an adjusted R-squared of 0.133803, indicates that 13.38% of the variance in Profitability,
Leverage, Company size, and Capital Structure is explained, while the remaining 86.62% is

influenced by other factors not examined in this study.
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Table 13.

Results of Random Effect Model Test

Variable
X1_Profitability
X2_Leverage
X3 _Company_Size
X4 Capital_Structure
C

Cross-section random

Idiosyncratic random

R-squared
Adjusted R-squared
S.E. of regression
F-statistic
Prob(F-statistic)

R-squared

Sum squared resid

Coefficient  Std. Error t-Statistic
1.24E+11 4.57E+10 2.712590
-4.97E+10  4.42E+10  -1.124520
2.92E+09 1.10E+09 2.659640
6.19E+10 5.32E+10 1.163145
-6.19E+10  2.25E+10 -2.751430
Effects Specification
SD
1.63E+10
1.71E+10

Weighted Statistics

0.175548 Mean dependent var
0.133803 S.D. dependent var
1.74E+10 Sum squared resid

4.205302 Durbin-Watson stat
0.003873

Unweighted Statistics

0.064248 Mean dependent var
4.30E+22 Durbin-Watson stat

Prob.
0.0082
0.2642
0.0095
0.2483
0.0074

Rho
0.4749
0.5251

2.24E+09
1.87E+10
2.40E+22
2.386307

6.07E+09
1.333518

Panel data regression analysis

Output Eviews, 2023
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Panel data regression analysis aims to examine the influence of independent variables

such as Profitability, Leverage, Company size, and Capital Structure on Intrinsic Value, the

dependent variable, across multiple companies sampled over various time periods.

Table 14. Results of the Random Effect Model (REM) panel data regression

Variable
X1_Profitability
X2_Leverage
X3_Company_Size
X4 _Capital_Structure
C

Coefficient  Std. Error  t-Statistic
1.24E+11 4 57E+10 2.712590
-4.97E+10 4.42E+10 -1.124520
2.92E+09  1.10E+09 2.659640
6.19E+10 5.32E+10 1.163145
-6.19E+10 2.25E+10 -2.751430

Prob.
0.0082
0.2642
0.0095
0.2483
0.0074
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Table 14 presents the results of the Random Effect Model (REM) panel data regression
analysis, including t-tests, F-tests, and the Coefficient of Determination (R?). Based on the
results of these influence tests, the hypothesis testing for panel data regression can be
elaborated as follows:

T-Test

The t-test was conducted to assess the influence of each independent variable—
Profitability, Leverage, Company size, and Capital Structure—on Intrinsic Value at a
significance level of 5% (t-table = 1.9983). Based on the results of hypothesis testing,
Profitability has a coefficient of 1.24E+11 and a t-value of 2.712590 with a probability of 0.0082.
Given that the t-value (2.712590) > t-table (1.9983) and the probability (0.0082 < 0.05), it can be
concluded that Profitability significantly affects Intrinsic Value, thus supporting the hypothesis.

Moving to Leverage, it has a coefficient of -4.97E+10 and a t-value of -1.124520 with a
probability of 0.2642. Since the t-value (-1.124520) < t-table (1.9983) and the probability (0.2642
> 0.05), it can be concluded that Leverage does not significantly influence Intrinsic Value, hence
rejecting the hypothesis.

For Company Size, the coefficient is 2.92E+09 with a t-value of 2.659640 and a
probability of 0.0095. With the t-value (2.659640) > t-table (1.9983) and the probability (0.0095 <
0.05), it can be concluded that Company size significantly affects Intrinsic Value, thus
supporting the hypothesis.

Lastly, Capital Structure has a coefficient of 6.19E+10 and a t-value of 1.163145 with a
probability of 0.2483. Given that the t-value (1.163145) < t-table (1.9983) and the probability
(0.2483 > 0.05), it can be concluded that Capital Structure does not significantly influence

Intrinsic Value, hence rejecting the hypothesis.

F-Test

Table 15. Results of F-test

R-squared 0.175548 Mean dependent var 2.24E+09
Adjusted R-squared  0.133803 S.D. dependent var 1.87E+10
S.E. of regression 1.74E+10 Sum squared resid 2.40E+22
F-statistic 4.205302 Durbin-Watson stat 2.386307

Prob(F-statistic) 0.003873
Output Eviews, 2023
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Table 15 presents the results of the random effect model panel data regression. The
computed F-statistic is 4.205302 with a corresponding p-value of 0.003873. Comparing this with
the critical F-value from the F-table at a = 0.05 (a=5%), which is 2.72, indicates that the
computed F-statistic (4.205302) exceeds the critical F-value (2.72), and the p-value (0.003873)
is less than or equal to 0.05. Therefore, the null hypothesis (Ho) is accepted, indicating that the
independent variables—Profitability, Leverage, Company size, and Capital Structure—

simultaneously influence the dependent variable, Intrinsic Value.

Coefficient of Determination

The coefficient of determination, ranging between zero and one, indicates the
explanatory power of the independent variables relative to the dependent variable. The adjusted
R-squared value, observed to measure how well the model explains variance in the dependent
variable, is 0.133803 or 13.38% (see Table 13). This percentage of variance in the dependent
variable, Intrinsic Value, is explained by the independent variables—Profitability, Leverage,
Company size, and Capital Structure—included in the model. The remaining 86.62% (100% -
13.38%) is attributed to other unexamined factors in this study's model.

DISCUSSION

The primary hypothesis of this study aims to investigate the impact of profitability on firm
intrinsic value. According to the analysis, the profitability coefficient is 1.24E+11 with a t-value of
2.712590, surpassing the critical t-value (2.712590 > 1.9893) with a probability of 0.0082, which
is less than 0.05. This indicates that profitability significantly influences intrinsic value.
Therefore, the hypothesis asserting that profitability affects intrinsic value is supported. These
findings align with previous research by Bukit et al. (2018), Tui et al. (2017), Jihadi et al. (2021),
and Kontesa (2015), all of which have found a positive impact of profitability on firm intrinsic
value. The use of Return On Assets (ROA) as a measure of profitability is pivotal for assessing
a company's financial performance from an investor's perspective. Higher profitability levels
achieved by a company correlate with higher valuation. To enhance firm value, management
should focus on improving financial performance. Lower profitability indicates less promising
future prospects for the company, potentially reducing investor interest and adversely affecting
firm value. Mayarina and Mildawati (2017) also argue that higher profitability corresponds to
greater firm value, highlighting a positive correlation between the two. Strong profitability signals
robust future prospects for the company and serves as a guarantee to investors for returns on
their invested capital. This enhances investor appeal for investing in company stocks, thereby

increasing demand for shares and ultimately bolstering firm value.
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The second hypothesis of this study aims to examine the influence of leverage on firm
intrinsic value. The analysis results indicate that the coefficient of leverage is -4.97E+10 with a t-
value of -1.124520, which is smaller than the critical t-value (-1.124520 < 1.9893) with a
probability of 0.0004, less than 0.05. This suggests that leverage does not have a significant
influence on intrinsic value. Therefore, the hypothesis stating that leverage affects intrinsic value
is not supported. These findings are consistent with previous studies by Yinusa et al. (2021) and
Rejeki and Haryono (2021), which also found that leverage does not significantly influence firm
intrinsic value. The level of leverage, whether high or low, does not significantly affect firm
value, indicating that the amount of short-term and long-term debt held by the company is not a
major concern for investors. Investors are more focused on how effectively and efficiently the
company's management uses these funds to achieve added value for the company.

The third hypothesis of this study examines the influence of company size on intrinsic
value. According to the analysis, the coefficient of company size is 2.92E+09 with a t-value of
2.659640, which exceeds the critical t-value (2.659640 > 1.9893) with a probability of 0.0095,
less than 0.05. This indicates a significant effect of company size on intrinsic value, thereby
accepting the hypothesis. These findings are consistent with prior research by Bestariningrum
(2015), Husna and Satria (2019), and Al-Slehat (2019), which underscore that company size
positively influences intrinsic value. In this study, company size represents the total assets of
the company, with larger firms garnering greater investor interest. This is due to the inherent
stability associated with larger firms, which attracts investors to hold shares in them. This
stability also explains why the stock prices of large firms tend to appreciate in capital markets,
as investors anticipate higher dividends and returns. Increased demand for shares of large
companies further drives up their stock prices in capital markets. Investors are willing to pay a
premium for shares of large companies, confident in receiving profitable returns on their
investments. Consequently, the firm's overall value can experience significant appreciation.

The fourth hypothesis of this study seeks to assess the impact of capital structure on
firm intrinsic value. According to the analysis, the coefficient for capital structure is 6.19E+10
with a t-value of 1.163145. The t-value is lower than the critical t-value (1.163145 < 1.9983) with
a probability of 0.2483, which exceeds 0.05. These results suggest that capital structure does
not exert a significant influence on intrinsic value. Therefore, the hypothesis proposing that
capital structure affects intrinsic value is not supported. These findings align with previous
studies conducted by Hamidy et al. (2021), Javeeddan Azeem (2014), Maya Topani et al.
(2020), and Samuel Antwi et al. (2012), all of which indicate that capital structure negatively
impacts intrinsic value. Capital structure plays a crucial role in determining a company's financial

strategy, profitability, and market position. It reflects the proportion or ratio used to meet the
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company's financial needs from both internal and external sources (Indahsari and Yadnyana,
2018). Establishing an optimal capital structure can lead to a balanced capital mix and positively
influence firm value. The incorporation of debt in capital structure can lower tax burdens,
providing an advantage to companies compared to those without debt. However, it is essential
to consider that a capital structure below the optimal level may enhance firm value through
increased debt, whereas exceeding the optimal level may decrease firm value.

Finally, this study investigates the combined influence of profitability, leverage, company
size, and capital structure on firm intrinsic value. Regression analysis using the Random Effect
model reveals an F-value of 5.480686 with an associated F-statistic p-value of 0.000791.
According to the F-table with degrees of freedom a = 0.05 (a=5%), the critical value is 2.32. This
indicates that the F-value is greater than the critical F-value (5.480686 > 2.32) with an F-statistic
p-value of < 0.05 (0.000791 < 0.05). Consequently, the alternative hypothesis (Ha) is rejected,
and the null hypothesis (Ho) is accepted, suggesting that the independent variables—
profitability, leverage, company size, and capital structure—jointly exert a significant influence
on intrinsic value. These findings align with prior studies by Bukit et al. (2018), Tui et al. (2017),
Hamidy et al. (2021), Samuel Antwi et al. (2012), Husna and Satria (2019), Al-Slehat (2019),
Jihadi et al. (2021), and Kontesa (2015), all indicating that profitability, leverage, company size,
and capital structure collectively impact intrinsic value. Return On Assets (ROA) is a metric that
illustrates how effectively a company utilizes its assets to generate profits. A higher ROA
signifies stronger operational performance. Capital structure decisions involve determining the
optimal mix of financing, average debt maturity, and funding sources at specific intervals. Like
operational choices, managerial decisions on capital structure are aimed at maximizing firm
value. A larger company size denotes greater market capitalization, higher book value, and
more substantial profitability. Investors typically favor larger companies due to their perceived

stability and potential for higher returns.

CONCLUSION

The study vyields several significant conclusions. Firstly, intrinsic value demonstrates a
statistically significant positive correlation with profitability, as indicated by a probability value of
0.0082, meeting the conventional 5% significance level. Secondly, leverage exhibits no
statistically significant impact on intrinsic value, with a negative coefficient and a probability
value of 0.2642, surpassing the 5% threshold. Thirdly, company size significantly and positively
influences intrinsic value, supported by a probability value of 0.0095, indicating statistical

significance. Lastly, although capital structure holds a positive coefficient, it does not exert a
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significant influence on intrinsic value, with a probability value of 0.2483, exceeding the 5%
significance level.

Several recommendations are proposed for stakeholders. Profitability emerges as a
crucial and positive determinant of financial performance. Infrastructure companies can
enhance profitability by focusing on increasing sales values and annual project contract
revenues. Moreover, company size positively impacts financial reporting, underscoring the
importance for infrastructure companies to annually augment their asset base to expand their
operational scale. Additionally, prudent management of corporate debt is essential, given its

adverse impact on current financial reporting standards.
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