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The purpose of this study is to determine the effect of variable profitability, 

liquidity, and capital structure on the firm value in real estate companies listed 

on the Indonesia Stock Exchange (IDX). The population of this study is a real 

estate company listed on the Indonesia Stock Exchange (IDX) for the period 

2013-2017. The method of determining the sample in this study used a 

purposive sampling method, with several predetermined criteria, then the 

number of selected samples was 26 companies. Data collection is done using 

the method of non-participant observation. The data analysis technique used is 

path analysis which is an extension of the multiple linear regression analysis 

techniques. Based on the results of the analysis of the study shows that the 

variables of profitability, liquidity, and capital structure have a positive and 

significant effect on firm value. The results of the Sobel test also show that the 

capital structure variable is able to mediate the relationship between 

profitability and liquidity towards firm value. 

 

Keywords: 

capital; 

firm value;  

liquidity;  

profitability;  

structure; 

 

2395-7492© Copyright 2019. The Author. 

This is an open-access article under the CC BY-SA license 

(https://creativecommons.org/licenses/by-sa/4.0/) 

All rights reserved. 
 

Author correspondence: 

I Gede Wibawa Reska Putra,  

Faculty of Economics and Business, Udayana University, Denpasar, Indonesia 

Jalan P.B. Sudirman, Dangin Puri Kelod, Denpasar, Bali 80234  

Email address: wibawareska24@gmail.com    
 

 

 

1.  Introduction 

 

The firm value is not only seen in terms of profitability but must also be seen from the side of liquidity. Company 

liquidity is indicated by the size of current assets, namely assets that are easily converted into cash, securities, accounts 

receivable, and supplies (Sartono, 2016). The liquidity ratio is used to measure a company's ability to fulfill its short-

term obligations. If a company is able to fulfill its obligations, it means the company is liquid, whereas if the company 

is unable to fulfill its obligations, it means the company is liquid (Horne & Wachowicz, 2014). In this study, the 

liquidity ratio is measured by the Current Ratio. 
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The current ratio will show the extent to which the company is able to cover its current liabilities through assets 

owned by the company in the hope that these assets can be converted into cash in the near future (Brigham & Daves, 

2016). A high current ratio may indicate the presence of excessive cash compared to the level of need or the presence 

of excessive liquidity assets (such as inventory) that are excessive. According to Brigham & Daves (2016), the high 

current ratio is indeed good from a creditor's point of view, but from an investor's point of view it is less profitable and 

will be a problem for the company because current assets are not used effectively and vice versa if the low current ratio 

is relatively riskier, but shows that management has operated current assets effectively. 

The study was conducted by Cheung et al., (2015); Vo & Hong (2016); Shammakhi & Azita (2016); and Arggawal 

& Purna (2017), the results of the study showed that liquidity measured by the current ratio had a positive and 

significant effect on firm value. This means that company management has the ability to fulfill its short-term 

obligations and use current assets effectively. In contrast to the results of the research conducted by Gharaibeh (2014); 

Winarto (2015); and Heryanto (2018); Aghara et al., 2018), the results showed that liquidity had a negative effect on 

firm value. 

When running a business, company management is very dependent on funding issues. The business world is 

experiencing a slowdown or decline at this time. The slowdown or setback was caused by many financial institutions 

that experienced financial difficulties as a result of credit bottlenecks without taking into account past credit limits. 

Anticipating the occurrence of the risk, company financial managers must be careful in determining the capital 

structure that is expected to increase the firm value. According to Mogdiliani and Miller in Brigham & Daves (2016), 

firm value is also determined by capital structure. The capital structure of a company is defined as a structure that will 

maximize the firm value (share price) of a company. Determining the optimal structure will certainly be very beneficial 

for the company. 

Based on the capital structure theory, if the position of capital structure is above the optimal capital structure target, 

then any increase in debt will reduce the firm value. Determination of the target of optimal capital structure is one of 

the main tasks of company management (Brigham & Daves, 2016). If it is wrong to determine the capital structure, it 

will have a broad impact on the company. If the company is too large to use debt, the burden that must be borne by the 

company is also greater. Companies that use debt too large will increase financial risk, namely the risk when the 

company cannot pay the interest expense or installments of its debt. 

The use of debt as a source of corporate funding will involve an exchange between risk and return. If you use a 

large amount of debt, it will increase the risk borne by the shareholders, but conversely, if you use a lower amount of 

debt, it will increase the estimated return on equity (Brigham & Daves, 2016). The trade-off theory predicts a positive 

relationship between capital structure and firm value. The essence of the trade-off theory in capital structure is to 

balance the benefits and sacrifices that arise as a result of using debt. As far as the benefits are greater, then the 

additional debt is still allowed, but if the sacrifice is due to the use of debt already greater, then the additional debt is 

not allowed. The trade-off theory has considered various factors such as corporate tax, bankruptcy costs, and personal 

tax, in explaining why a company chooses a particular capital structure (Husnan, 2016). 

Research related to the effect of capital structure on firm value including research conducted by Winarto (2015); 

Hasbi (2015); Zeb & Rashid (2016); Asif & Bilal (2016); Yanti et al., 2019) and Rizki et al., (2018), the results showed 

that capital structure has a positive and significant effect on firm value. In contrast to the results of research conducted 

by Manurung et al., (2014); Loncan & Joao (2014); and Osazuwa & Ahmad (2015), the results showed that the negative 

capital structure had an effect on the firm value. 

Based on previous research, the results are still inconsistent and the development of the property and real estate 

sector in Indonesia which has decreased or slowed in the last five years has motivated and attracted researchers to 

conduct research on the property and real estate sector listed on the Indonesia Stock Exchange (IDX). So in this study, 

the variables used are profitability, liquidity, capital structure, and firm value. 

In this study capital structure is used as a mediating variable, where the researcher uses the capital structure as a 

mediation variable due to inconsistencies from previous studies. The first relationship between profitability and capital 

structure is done by Masnoon & Anwar (2012); Ukaegbu & Oino (2014); Liang et al., (2014); Acaravci (2015); Chadha 

& Sharma (2015); Alipour et al., (2015); and Wasim et al., (2016), whose research results show that profitability has 

a positive and significant effect on capital structure, while the research was conducted by Mouamer (2011); Sheikh & 

Wang (2011); Salehi & Manesh (2012); Mostarac & Petrovic (2013); Malinic et al., (2013); Shah et al., (2013); Lemma 

& Negash (2013); Pattweekongka & Napompech (2014); Mota & Moreira (2014); Wahab & Ramli (2014); Kumar & 

Babu (2016); and Phooi M'ng et al., (2017), whose research results show that profitability negative effect facing capital 

structure. The second relationship between liquidity and capital structure is carried out by Ukaegbu & Oino (2014); 

Wahab & Ramli (2014); Dewi et al., (2017) and Alipour et al., (2015), where the results show that liquidity has a 
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positive and significant effect on capital structure, while research conducted by Mouamer (2011); Sheikh &Wang 

(2011); Malinic et al., (2013); Pattweekongka & Napompech (2014);, Mota & Moreira (2014); and Chadha & Sharma 

(2015), the results show that liquidity has a negative effect on capital structure . 

 

Literature Review 

 

The Effect of Profitability on Firm value 

 

Pecking order theory states that "a company with a high level of profitability will have a low debt level because 

companies with high profitability have more internal funding sources". Companies prefer to use internal sources of 

funds or internal funding rather than external funding. High company profitability will have a positive impact or can 

increase firm value (Horne & Wachowicz, 2014). Research conducted by Manurung et al., (2014); Hasbi (2015); 

Ozazuwa & Ahmad (2015); Winarto (2015); Zeb & Rashid (2016); Sucuahi & Jay (2016); Pramanaswari et al., (2018) 

and Agustina & Niswah (2016), the results show that profitability has a significant and positive effect on firm value, 

this shows the greater the profitability (ROE), the better the company's value. Based on these explanations, the 

hypothesis proposed is as follows: 

H1: Profitability has a positive effect on firm value. 

 

The Effect of Liquidity on Firm value 

 

Pecking order theory states that "a company with a high level of liquidity will have a low level of short-term 

liabilities because companies with high liquidity are able to fulfill and pay off all of their short-term liabilities on time". 

Liquidity is expected to have a positive relationship with the firm value because the higher the liquidity, the fulfillment 

of short-term obligations is met and that will increase market confidence (Horne & Wachowicz, 2014). In this study 

using the current ratio as a representation of company liquidity. The study was conducted by Cheung et al. (2015); Vo 

& Hong (2016); Shammakhi & Azita (2016); and Arggawal & Purna (2017). The results showed that liquidity had a 

positive and significant effect on firm value. Based on these explanations, the hypothesis proposed is as follows: 

H2: Liquidity has a positive effect on firm value. 

 

The Effect of Capital Structure on Firm value 

 

The trade-off theory assumes that the company's capital structure is the result of trade-offs from tax profits by using 

debt with costs that will arise as a result of using the debt. The essence of the trade-off theory in capital structure is to 

balance the benefits and sacrifices that arise as a result of using debt. If it has greater benefits, then the additional debt 

is still permitted, but if the sacrifice is due to the use of debt already greater, then the additional debt is not allowed 

(Husnan, 2016). If the management of the company is able to increase the value of shares, the firm value will also 

increase, but if the debt changes, then the capital structure will also change. Changes in capital structure will be 

beneficial for shareholders if the firm value increases. Research conducted by Winarto (2015); Hasbi (2015); Zeb & 

Rashid (2016); Asif & Bilal (2016); and Rizki et al., (2018), the results showed that the capital structure has a positive 

effect on firm value. Based on these explanations, the hypothesis proposed is as follows: 

H3: Capital Structure has a positive effect on firm value. 

 

The Effect of Profitability on Capital Structure 

 

The trade-off theory assumes that companies may choose to make loans to receive benefits from interest payments 

on these loans which will save tax costs, by following this theory profitability is expected to have a positive relationship 

with the capital structure (Husnan, 2016). Research conducted by Masnoon & Anwar (2012); Ukaegbu & Oino (2014); 

Liang et al., (2014); Acaravci (2015); Chadha & Sharma (2015); Alipour et al., (2015); and Wasim et al., (2016), the 

results of his research indicate that profitability has a positive and significant effect on capital structure. Based on these 

explanations, the hypothesis proposed is as follows: 

H4: Profitability has a positive effect on Capital Structure. 
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The Effect of Liquidity on Capital Structure 

 

Every company has a source of internal capital functioning not only on profitability but also on liquidity. The trade-

off theory in Horne & Wachowicz (2014), says that every company that has a high current ratio must take loans to 

prevent directors from taking or using current assets owned by the company for personal purposes, which shows 

implicitly that liquidity has a positive relationship with the structured capital. The greater the comparison between 

current assets and current debt, the higher the company's ability to cover its current liabilities (Horne & Wachowicz, 

2014). Based on research conducted by Ukaegbu & Oino (2014); Wahab & Ramli (2014); and Alipour et al., (2015), 

where the results show that liquidity has a positive and significant effect on capital structure. Based on these 

explanations, the hypothesis proposed is as follows: 

H5: Liquidity has a positive effect on Capital Structure. 

 

The Effect of Profitability on Firm values through Capital Structure 

 

High profitability allows companies to finance investments and company operations from the company's internal 

capital. So that the impact on the low debt held by the company, but the trade-off theory assumes that the company 

may make loans in a certain amount, of which the company will receive benefits from interest payments on loans that 

will save tax costs and save tax costs will increase the profitability of the company. Research conducted by Manurung 

et al., (2014); Hasbi (2015); Ozazuwa & Ahmad (2015); Winarto (2015); Zeb & Rashid (2016); Sucuahi & Jay (2016); 

and Agustina & Niswah (2016), results also shows that profitability has a significant and positive effect on firm value. 

Masnoon & Anwar (2012); Ukaegbu & Oino (2014); Liang et al., (2014); Acaravci (2015); Chadha & Sharma (2015); 

Alipour et al., (2015); and Wasim et al., (2016), the results of his research indicate that profitability has a positive and 

significant effect on capital structure. Based on these explanations, the hypothesis proposed is as follows: 

H6: Profitability has a direct effect on Firm values through Capital Structure. 

 

The Effect of Liquidity on Firm values through Capital Structure 

 

The size of the company's liquidity means that the company has sufficient funds to finance operational activities 

and fulfill the company's short-term obligations. Pecking order theory states that "a company with a high level of 

liquidity will have a low level of short-term liabilities because companies with high liquidity are able to fulfill and pay 

off all of their short-term liabilities on time". The higher the liquidity, the fulfillment of short-term obligations is met 

(Horne & Wachowicz, 2014). Research conducted by Cheung et al., (2015); Vo & Hong (2016); Shammakhi & Azita 

(2016); and Arggawal & Purna (2017), results also show that liquidity has a positive and significant effect on firm 

value. The greater the liquidity (current ratio) owned by the company, the firm value will increase. A large current 

ratio can meet short-term obligations on the company and if the excess assets remain, they can be converted into other 

current assets such as buying inventory. Based on this explanation, the hypothesis proposed is as follows: 

H7: Liquidity has a direct effect on Firm values through Capital Structure. 

 

 

2.  Materials and Methods 

 

ICMD (Indonesian capital market directory) for 2013-2017, and websites from the Indonesia Stock Exchange: 

(www.idx.co.id). The population in this study are all property & real estate companies registered in Bura Securities 

Indonesia in accordance with the publication of ICMD (Indonesian Capital Market Directory) and the Indonesia Stock 

Exchange. The total population is 46 property & real estate companies, while the sample is part of the number and 

characteristics possessed by the population, so the sample in this study amounted to 26 companies. The data collection 

method used in this study is a non-participant observation method, which is carried out observations of the documents 

needed as research data. The data analysis method used in this study is Path Analysis. This method is used to test 

hypotheses one through seven. 
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3.  Results and Discussions 

 

This study uses path analysis techniques to test the direct or indirect effect of Profitability (ROE) and Liquidity 

(CR) on Capital Structure (DER) and Firm value (PBV). The completion of the path analysis model is divided into 

two models, namely the first model effects Profitability (ROE) and Liquidity (CR) on Capital Structure (DER). The 

second model is the effect of Profitability (ROE), Liquidity (CR), and Capital Structure (DER) on Corporate Value 

(PBV). 

 

Table 1 

ANOVA 

The results of the F test obtained showed an F value of 9.582 with a significance of 0,000 <0.05 (significance level 

used). This shows that ROE and CR have a simultaneous effect and significance on DER. 

 

Table 2 

Multiple Regression I 

 

The Effect of ROE (X1) on DER (Y1) on property & real estate companies listed on the IDX for the period 2013-2017 

Based on Table 2, it is known that the significance value is 0.002 <0.05, then the hypothesis (H4) is accepted, this 

result indicates a significant effect between ROE to DER on property & real estate companies listed on the IDX. The 

beta value of 0.083 shows a positive direction, this value means that ROE has a positive effect on DER. If the ROE in 

property & real estate companies increases, then the DER in the BEI property & real estate companies listed decreases 

or the company chooses to use the loan but with a small amount. 

This result is in line with the pecking order theory which states that a company with a high level of profitability, 

the debt level is low because companies with high profitability have more internal funding sources. Companies prefer 

to use internal sources of funds or internal funding rather than external funding. High company profitability will have 

a positive impact or can increase firm value. This result is also in line with the results of research conducted by 

Manurung et al., (2014); Hasbi (2015); Ozazuwa & Ahmad (2015); Winarto (2015); and Zeb and Rashid (2016). 

The Effect of CR (X2) on DER (Y1) on property & real estate companies listed on the IDX for the period 2013-

2017 Based on Table 2, it is known that the significance value is 0,000 <0,05, so the hypothesis (H5) is accepted, this 

result shows the effect of the significance of the CR on DER on the property & real estate companies listed on the 

IDX. Beta value 0.331 shows a positive direction, this value means that CR has a positive effect on DER. If the CR in 

property & real estate companies increases, then the DER for property & real estate companies listed on the IDX 

decreases or is contradictory. 

ANOVA
b

3,559 2 1,780 9,582 ,000a

23,587 127 ,186

27,146 129

Regression

Residual

Total

Model

1

Sum of

Squares df Mean Square F Sig.

Predictors: (Constant), CR, ROEa. 

Dependent Variable: DERb. 

Coefficients
a

,978 ,097 10,099 ,000

,004 ,002 ,083 2,880 ,002

,090 ,023 ,331 3,865 ,000

(Constant)

ROE

CR

Model

1

B Std.  Error

Unstandardized

Coeff icients

Beta

Standardized

Coeff icients

t Sig.

Dependent Variable: DERa. 
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This result is in line with the pecking order theory which states that a company with a high level of liquidity, the 

level of short-term liabilities is low because companies with high liquidity are able to fulfill and pay off all their short-

term liabilities on time. Liquidity is expected to have a positive relationship with the firm value because the higher the 

liquidity, the fulfillment of short-term obligations is met and that will increase market confidence. This result is also 

in line with the results of research conducted by Cheung et al., (2015), Vo & Hong (2016); Shammakhi & Azita (2016), 

and Arggawal & Purna (2017). 

 

Table 3 

ANOVA 

The results of the F test obtained showed an F value of 22,394 with a significance of 0,000 <0,05 (significance level 

used). This shows that ROE, CR, and DER have a simultaneous effect and significance on PBV. 

 
Table 4 

Multiple Regression II 

 

The Effect of ROE (X1) on PBV (Y2) on property & real estate companies listed on the Stock Exchange for the period 

2013-2017 Based on Table 4, it is known that the significance value is 0,000 <0,05, so the hypothesis (H1) is accepted, 

this result shows that there is a significant effect between ROE on PBV on property & real estate companies listed on 

the IDX. The beta value of 0.534 shows a positive direction, this value means that ROE has a positive effect on PBV. 

If the ROE in property & real estate companies increases, the PBV for property & real estate companies listed on the 

IDX will increase as well, and vice versa. 

The trade-off theory assumes that the company's capital structure is the result of trade-offs from tax profits by using 

debt with costs that will arise as a result of using the debt. The essence of the trade-off theory in capital structure is to 

balance the benefits and sacrifices that arise as a result of using debt, if it has greater benefits, then the additional debt 

is still permitted, but if the sacrifice is due to the use of debt, then the debt is not allowed. If the management of the 

company is able to increase the value of shares, the firm value will also increase, but if the debt changes, then the 

capital structure will also change. Changes in capital structure will be beneficial for shareholders if the firm value 

increases. This result is also in line with the results of research conducted by Winarto (2015); Hasbi (2015); Zeb & 

Rashid (2016); Asif & Bilal (2016); and Rizki et al., (2018). 

The Effect of CR (X2) on PBV (Y2) on property & real estate companies listed on the IDX for the period 2013-

2017 Based on Table 4, it is known that the significance value is 0.026 <0.05, then the hypothesis (H2) is accepted, 

ANOVA
b

83,227 3 27,742 22,394 ,000a

156,092 126 1,239

239,319 129

Regression

Residual

Total

Model

1

Sum of

Squares df Mean Square F Sig.

Predictors: (Constant), DER, ROE, CRa. 

Dependent Variable: PBVb. 

Coefficients
a

,671 ,336 1,998 ,048

,083 ,012 ,534 7,138 ,000

,114 ,044 ,141 2,612 ,026

,026 ,013 ,009 2,028 ,039

(Constant)

ROE

CR

DER

Model

1

B Std.  Error

Unstandardized

Coef f icients

Beta

Standardized

Coef f icients

t Sig.

Dependent  Variable: PBVa. 
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this result shows the effect of the significance of the CR on PBV on the property & real estate companies listed on the 

IDX. Beta value 0.141 shows a positive direction, this value means that CR has a positive effect on PBV. If the CR in 

property & real estate companies increases, the PBV for property & real estate companies listed on the IDX will 

increase as well, and vice versa. 

Companies with high profitability will be more likely to use reasonable or relatively lower capital structure and the 

company's operational activities use profits earned and balanced with the use of appropriate capital structures. The 

trade-off theory assumes that companies may choose to make loans to receive benefits from interest payments on these 

loans which will save tax costs, by following this theory profitability is expected to have a positive relationship with 

the capital structure. This result is also in line with the results of research conducted by Masnoon & Anwar (2012), 

Ukaegbu & Oino (2014); Liang et al., (2014); Acaravci (2015); Chadha & Sharma (2015); Alipour et al., (2015); and 

Wasim et al., (2016). 

The Effect of DER (Y1) on PBV (Y2) on property & real estate companies listed on the Stock Exchange for the 

period 2013-2017 Based on Table 4, it is known that the significance value is 0.039 <0.05, then the hypothesis (H5) is 

accepted, this result shows that there is a significant effect between DER on PBV on property & real estate companies 

listed on the IDX. Beta value 0.009 shows a positive direction, this value means that DER has a positive effect on 

PBV. The better the DER in the property & real estate company listed on the IDX, the better the PBV of the company. 

The trade-off theory states that every company that has high liquidity is advised to take loans to prevent directors 

from taking or using current assets owned by the company for personal purposes, which implicitly shows that liquidity 

has a positive relationship with the capital structure. The greater the comparison between current assets and current 

debt, the higher the company's ability to cover its current liabilities. This result is also in line with the results of research 

conducted by Ukaegbu & Oino (2014); Wahab & Ramli (2014); and Alipour et al., (2015). 

 
Direct Effects, Indirect Effects, and Total Effects 

 

Based on the results of path analysis, the direct effect, indirect effect, and total effect of the model that has been made 

can be calculated. Calculation of direct effect, indirect effect, and total effect can be seen in the following table: 

 

Table 5 

Direct Effects, Indirect Effects, and Total Effects 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

         Secondary Data, 2019 

 

Based on Table 5, it can be explained that the Profitability variable directly affects the Corporate Value of 0.534, 

Profitability has an indirect effect on Corporate Values through the Capital Structure of 0,000 so that the effect of total 

Profitability on Firm value is 0.534. Based on Table 5, it can be explained that the Liquidity variable has a direct effect 

on Firm value of 0.141, Liquidity has an indirect effect on Firm value through Capital Structure of 0.002 so that the 

effect of total liquidity on Firm value is 0.143. 

 

 

 Coefficients  Sig. 

Direct:   

ROE → PBV 0,534 0,000 

CURRENT → PBV 0,141 0,026 

DER → PBV 0,009 0,039 

ROE → DER 0,083 0.002 

CURRENT → DER 0,331 0,000 

Indirect:   

ROE → DER → PBV (0,083) x (0,009) = 0,000  

CURRENT → DER → PBV (0,331) x (0,009) = 0,002  

Total:   

ROE → PBV 

(ROE → DER → PBV) 
(0,534) + (0,000) = 0,534  

CURRENT → PBV 

(CURRENT → DER → PBV) 
(0,141) + (0,002) = 0,143  
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Model Validation 

 

R2m  = 1 – (e1)2 (e2)2 

          = 1 – (0,932)2 (0,807)2 

          = 0,434 

 

Variation of data that is affected by the model is 43.4% meaning that the information contained in the data is 43.4% 

can be explained by the model, while the remaining 56.6% is explained by other variables outside the model. 

 

Sobel Test 

 

The Sobel test in this study is used to determine the indirect effect of Profitability (X1) on Firm Value (Y2) through 

Capital Structure (Y1) and Liquidity (X2) against Firm Value (Y2) through Capital Structure (Y1). If the Zcount value 

is greater than 1.96 (with a confidence level of 95%), then the mediation variable is assessed to significantly mediate 

the relationship between the independent variable and the dependent variable. The test results of the effect of 

Profitability (X1) and Liquidity (X2) on the Firm Value (Y2) through Capital Structure (Y1) are presented in the 

following table. 

 

Table 6 

Sobel Test 

 

Information Z value P value 

Profitability> Capital Structure> Company Value 2,22 .025 

Liquidity> Capital Structure> Company Value 7,50 .000 

Data Primer, 2019 

 

The results of the calculation of the first Sobel test are the effect of profitability (X1) on firm value (Y2) through the 

capital structure (Y1) obtained by the calculation value of 2.22. Zcount is greater than 1.96 which means that there is an 

influence of exogenous variables on endogenous variables through mediation. These results indicate that the results of 

tabulation Z1 = 2.22 which mean the capital structure (Y1) significantly mediates the effect of profitability (X1) on 

firm value (Y2). 

The result of the calculation of the second Sobel test is the effect of liquidity (X2) on the firm value (Y2) through 

the capital structure (Y1) obtained by the calculated value of 7.50. Zcount is greater than 1.96 which means that there is 

an influence of exogenous variables on endogenous variables through mediation. These results indicate that the results 

of tabulation Z2 = 7.50 which mean the capital structure (Y1) significantly mediates the effect of liquidity (X2) on 

firm value (Y2). 

 

The Effect of Profitability on Firm value through Capital Structure 

 

The Sobel test results show that Capital Structure is able to mediate the effect of Profitability on Firm value on 

Property & Real Estate Companies listed on the Stock Exchange for the period 2013-2017. The results of the 

calculation of the Sobel test influence Profitability as measured by return on equity against Firm value as measured by 

price book value through Capital Structure as measured by the debt-equity ratio obtained by the value of Zcount at 2.22. 

Zcount is greater than 1.96 (95 percent confidence level), so it can be concluded that the Capital Structure as measured 

by a debt-equity ratio is able to mediate the effect of Profitability as measured by return on equity on Firm value as 

measured by price book value. The better and the right management company uses debt, it will increase profitability 

which will have an impact on increasing the firm value itself, because the use of appropriate and efficient debt will 

provide a large return on returns to shareholders and increase shareholder confidence in the company. 

The Effect of Liquidity on Firm value through Capital Structure 

The Sobel test results show that the Capital Structure is able to mediate the effect of Liquidity on Firm value on 

Property & Real Estate Companies listed on the Stock Exchange for the period 2013-2017. The calculation of the Sobel 

test effect of liquidity as measured by the current ratio (X2) on the firm value measured by price book value (Y2) 

through the capital structure measured by debt-equity ratio (Y1) obtained a calculated value of 7.50. Zcount is greater 
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than 1.96 (95 percent confidence level), so it can be concluded that the capital structure as measured by the debt-equity 

ratio (Y1) is able to mediate the effect of liquidity as measured by the current ratio (X2) on firm value as measured by 

the price book value (Y2). Companies that are able to use long-term debt efficiently will have an impact on good 

liquidity turnover, where companies in meeting their short-term and long-term obligations will not experience obstacles 

in fulfilling their obligations. This will also affect the firm value, because companies that are able to fulfill short-term 

and long-term obligations in a timely manner, the shareholders have a high level of trust in the company so that it will 

increase the firm value. 

 

 

4.  Conclusion 

 

The results of this study provide information that the three variables affect the firm value, including profitability, 

liquidity, and capital structure. The results of data analysis in this study indicate that there is a significant positive 

effect between profitability and firm value, which means that high profitability has a good effect on firm value. In 

addition to profitability, the results in this study also show that liquidity has a positive and significant effect on firm 

value, which means increasing liquidity will increase the firm value, as well as the capital structure that has a positive 

and significant influence on firm value, where appropriate funding decisions will affect the value of a company. 

Another finding in this study is the ability of capital structure variables to mediate profitability and liquidity against 

firm value. The results of data analysis in this study indicate that the capital structure is able to mediate profitability 

and liquidity against firm value, this can be seen from the results of the Sobel test which shows results exceeding the 

specified level of trust. 

The results of this study can be used to contribute ideas to investors and companies as a consideration in making 

further decisions. For investors, this research is expected to provide information related to investment decision making 

so that investors are able to make appropriate, effective and efficient decisions and for companies, how the level of 

profitability, liquidity, and capital structure of a company can influence investors to invest in combination with the 

value of a company. 

Companies in the property & real estate sector that are listed on the IDX are advised to further increase their 

Profitability, Liquidity and Capital Stress to increase Company Value through improving company performance by 

increasing company profits which will later become an attraction for investors to invest, and determine the right and 

effective funding decisions to increase the firm value. 

 

Research Limitation 

 

The limitations of this study lie in the variables under study, namely this study only concerns the variables of 

profitability, liquidity, capital structure, and corporate value. In further research, it is suggested to examine how 

profitability variables mediate the capital structure of firm value or how liquidity variables mediate the capital structure 

of firm value in accordance with existing theories and empirical evidence. 
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