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Abstract. This study aims to empirically examine the effect of investment
decisions, funding decisions, dividend policy, profitability, and interest rate on
firm value. The independent variables on this have a look at are investment
decisions, funding decisions, dividend policy, profitability, and interest rates. The
dependent variable in this look at is firm value. The pattern used in this observe
were transportation zone businesses indexed at the Indonesia stock change for
the length 2018 to 2020. The range of samples on this examine become 36 of the
12 companies. Determination of the sample acquired by way of the use of
purposive sampling. hypothesis trying out become performed the use of
regression evaluation. Hypothesis testing was carried out using regression
analysis. The results of this study indicate that Investment Decisions, Funding
Decisions, Dividend Policy, Profitability, and Interest Rates have a positive effect
on Firm Value. Profitability no longer established, and interest rate has a
negative. This study implies that not all businesses may have an excessive price
even though different elements increase, including profitability. In transportation
agencies, traders are greater concerned with how the business enterprise can
prosper its shareholders in order that the price of return is faster.

Keywords: Investment Decisions, Funding Decisions, Dividend Policy, Profitability,
and Interest Rates.

1 Introduction

In March 2020, the WHO (World Health Organization) declared a pandemic of the
COVID 19 virus, as well as a new challenge for the world economy. During the
COVID-19 pandemic, the company's value continued to decline. In the last three years,
2018-2020, the economic share of transportation sector companies has decreased. Prior
to the COVID-19 pandemic in Indonesia, in 2019, PT Garuda Indonesia experienced a
surge in net profit. The soaring net profit is in line with the increase in Garuda's revenue,
which in the third quarter of 2019 posted US$3.5 billion or around Rp49 trillion. That
number rose 9% from the end of September 2018 of 3.2 billion US dollars [1]. PT
Garuda Indonesia (Persero) Tbk (GIAA) has again reported a loss in financial
performance throughout 2020. This is based on the financial statements published in
the IDX disclosure, Monday (19/7/2021). Based on financial reports as of December
31, 2020, airlines reported a net loss of US $ 2.44 billion in 2020, or approximately
IDR 35.38 trillion (assuming an exchange rate of IDR 14,500 per US §) [2].
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A comparison of the value of companies in the transportation sector before and
during the COVID-19, as measured by the PBV ratio for 2018-2020, is shown in Figure
1.
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Fig. 1. Figure 1. PBV ratio of the Transportation Sector listed on the Indonesia Stock Exchange
between 2018 and 2020 (Source: statistic IDX, 2021)

Figure 1 shows the average company value as proxied by PBV of the Transportation
Sector for the period 2018-2020. In Fig 1 it can be seen that in 2018 the average PBV
was 0.69, in 2019 it increased by 2.64, then in 2020 it decreased again by 2.17. The
value of the company, in this case measured by PBV, is a very important aspect to be
kept in good condition which can affect the company's sustainability in the future.

Previous recent studies related to firm value have been carried out. Oktavia &
Kalsum use the investment decision variables, funding decisions, dividend policy and
profitability to have a positive effect on firm value [3]. Oktavia & Kalsum stated that
funding decisions, investment decisions, dividend policies and profitability have a
positive with firm value. Jesilia & Purwaningsih stated that investment decisions have
a positive effect on firm value [4]. While funding decisions and dividend policy have a
negative effect on firm value. We found that profitability, investment decisions, and
dividend policies have a positive impact on firm value [5]. Although the funding
decision has a negative impact on the value of the firm. Funding and profitability
decisions have a positive [6]. While investment decisions, Interest rates have a positive
[7]. The results of these studies were carried out from various company sectors, but the
results obtained were not consistent. The Firm value in the transportation sector during
the last three years has decreased. The transportation sector is one of the corporate
sectors affected by the COVID-19 pandemic. The biggest losses in the transportation
sector are felt by airlines, because the total number of domestic and international
passengers has decreased.

The purpose of this study is to investigate and analyze formalized issues, funding
decisions, investment decisions, dividend policies, profitability, and interest rates that
affect the value of firm in the transport sector from 2018 to 2020.
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2 Method

This study uses transport companies listed on the Indonesia Stock Exchange that
publish consecutive financial statements from 2018 to 2020 as a sample. The data
analysis method used is multiple linear regression, the following equation:

FV = a+ p1ID+ g2FD+ p3DP+ B4P+ BSIR+e

Information:

® FV = Firm Value

@ = Constant Number
®p1...p5 = Regression Coefficient
® 1D = Investment Decision
® FD = Funding Decision

® DP = Dividend Policy
®P = Profitability

® IR = Interest Rate

®c = Error

3 Result and Discussion

A sample of 12 companies was obtained with an observation period of three years, so
the total final sample in the study was 36 companies.

3.1 Multiple Linear Regression Analysis

More than one linear regression analysis was used to see the effect of the unbiased
variable with the dependent variable. to see the cost of the coefficient of more than one
linear regression evaluation is provided in Table 1.
From Table 1, the following equation is obtained:
FV = 0,466 + 1,387 ID + 0,354 FD + 0,950 DP + 0,074 P - 36,698 IR + ¢

Table 1. Multiple Linear Regression Test Result

Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.

1 (Constant) ,466 ,883 ,528 ,602
1D 1,387 ,207 ,537 6,695 ,000
FD ,354 ,152 ,149 2,326 ,027
DP ,950 ,204 ,468 4,659 ,000
P ,074 ,185 ,015 ,400 ,692
IR -36,698 16,924 -,149 -2,168 ,038

a. Dependent Variable: FV
Source: SPSS data processing, 2022
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3.2 Hypotesis Test

Coefficient of Determination Test (R2)

In the calculation of the coefficient of determination test (R2), adjusted R square is
0.960 meaning that the ability of the variables of Investment Decision (ID), Funding
Decision (FD), Dividend Policy (DP), Profitability (P), and Interest Rate (IR) explains
that Firm Value variable is 96%% while the remaining 4% (100% - 96%) is explained
by other factors outside the research model.

F Statistic Test (Goodness of Fit)
To see whether the model used is good or not, it is presented in Table 2.

Table 2. Goodness of fit

ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression 46,781 5 9,356 169,623 ,000P
Residual 1,655 30 ,055
Total 48,436 35

a. Dependent Variable: FV
b. Predictors: (Constant), IR, P, FD, ID, DP

Calculation from Table 2, the F count has a value greater than F table (169.42 > 2.36)
and the significance level value is smaller than the significant level (0.000 < 0.05), so
the variables are Investment Decisions (ID), Funding Decisions (FD), Dividend Policy
(DP), Profitability (P), and Interest Rate (IR) are able to explain the variable Firm Value
(FV) well so that this research model can be said to be good and feasible to use.

t Test
A good way to understand the effect of the unbiased variable in explaining the version
inside the structured variable, the t-take a look at is used, that is provided in Table 3.

Table 3. t Test Result

Variable t table t count Sig. Description
ID 1,387 6,695 ,000 Accepted
FD ,354 2,326 ,027 Accepted
DP ,950 4,659 ,000 Accepted
P ,074 ,400 ,692 Not Accepted
IR -36,698 -2,168 ,038 Not Accepted

a. Dependent Variable: NP

1. Investment Decision (ID) on Firm Value

Investment decisions have a positive effect with firm value. Investment decisions are
considered important, because achieving the company's goal in the form of increasing
firm value is by maximizing the prosperity of shareholders through company
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investment activities [8]. Companies that use their funds for investment activities both
outside the company and within the company are expected to increase the company's
income from income derived from the results of investments that have been made.

The increasing growth of the company and the growth in asset fee are anticipated to
inspire investors' expectancies because investment opportunities with predicted returns
may be performed. The proper investment selection could be capable of produce most
efficient overall performance so as to provide a effective sign to traders with a purpose
to increase inventory prices and organization value. Investment spending offers a high-
quality sign to the agency's boom within the future, thereby growing inventory costs as
a hallmark of organization fee [9]. Signal theory indicates that investment spending
made with the aid of the organization offers a signal, specifically to buyers and lenders
that the business enterprise will grow inside the future. company value is purely decided
with the aid of investment selections [10].

The results of this research are consistent with the study conducted by [3][4][5]
which state that investment decisions affect firm value. However, the results of this
research aren’t in line with [6][11][12][13] which stated that the decision investment
does not affect the value of the company.

2. Funding Decisions (FD) on Firm Value

Funding decisions have a positive effect with firm value. The positive influence given
by the funding decision shows that the funding decision made by the company is to use
equity finance is more than debt finance, so profits are even greater.

An increase in debt also can be interpreted by using outsiders about the company's
capacity to pay its responsibilities in the destiny or low commercial enterprise hazard,
so that the addition of debt has given an effective sign [14]. If funding is funded through
debt, the increase in firm value occurs due to the tax deductible effect, namely
companies that have debt will pay interest on loans which can reduce taxable income,
which can provide benefits to shareholders [15]. If the company's funding increases
through retained earnings or the issuance of new shares, the company's financial risk
will be smaller.

Signal Theory explains that organizations that boom debt can be seen as companies
that accept as true with inside the corporation's possibilities in the destiny so that it is
able to be a fine sign for investors and the cost of the organization. An increase in debt
can also be interpreted via outsiders approximately the organization's capability to pay
its responsibilities in the destiny or low business chance, so that extra debt will give a
advantageous signal [3].

The results of this research are consistent with the study conducted by [3][6][11]
which state that funding decisions affect firm value. However, the results of this
research aren’t in line with [4][5][12][13] which stated that funding decisions had no
effect to the value of the company.

3. Dividend Policy (DP) on Firm Value

This study suggests that dividend policy has a fine effect on firm value. The coverage
on dividend payments is a completely essential selection in a company. This coverage
will contain events who have different pursuits, namely the primary party the
shareholders and the second birthday party the organization itself [16].
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The more the dividend distributed to shareholders, the performance of the provider
or organization may be taken into consideration better and the fee of the employer will
growth. Companies with high values are considered to be able to prosper shareholders
through dividend distribution and can attract investors to invest [17].

According to Bahrun & Firmansyah based on signal theory, to reduce the
information asymmetry among managers and investors, managers will provide
information about fee cash flow or free cash flow [15]. Information regarding fee cash
flow will be used for decision making by investors. High cash flow rates can add
positive value to shareholders by giving shareholders a positive signal that the company
is doing well.

The results of this research are consistent with the study conducted by [3][13][11]
which state that dividend policy affects firm value. However, the results of this research
aren’t in line with [4][12][18] It states that the dividend policy does not affect with firm
value.

4. Profitability (P) on Firm Value

Profitability has no effect on firm value. The company has the option of using the profits
earned into retained earnings and not distributed to shareholders. Investors should
continue to consider the information generated from profitability as retained earnings
and dividend payments may not be tracked by the company [19].

According to Pasaribu & Tobing the lower the profitability obtained, the lower the
firm value. High profitability will provide an illustration of correct corporation
possibilities in order that it may trigger traders to participate in increasing demand for
stocks [20]. Conversely, if profitability is low, it will lessen the call for shares which
will reason the price of the organization to fall.

Profitability in signal concept is positively associated with firm value. The higher
the go back to shareholders will increase the cost of the corporation. however, in this
study it's far contrary to the idea because the earnings acquired by means of the business
enterprise aren't solid from year to year and tend to fluctuate in order that traders aren't
sure of the outcomes with a view to be acquired with the aid of the employer in the
destiny.

The results of this research are line with Kolamban [21] and Robiyanto [22] which
stated that profitability had no effect on firm value. However, The results of this
research are not consistent with the study conducted by [3][6][23][5][17] which stated
that profitability had a positive effect.

5. Interest Rate (IR) on Firm Value

Interest rates have a negative effect on firm value. One of the things that must be
considered by investors in the value of the firm is the interest rate. According to
Tandelin said that high interest rates will affect the current (present value), so that
existing investment opportunities will not attract returns [24]. This can make investors
reduce their investment which will cause the stock price to fall so that the value of the
company also decreases. Rising interest rates make the borrowing costs paid by
companies also increase. This reduces the value of the firm because investors are
reluctant to invest.
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According to Simatupang & Janrosl based on signal theory, high interest quotes are
a bad sign to inventory fees. Growing interest quotes will affect ability investors'
requirements for investing in a stock [25]. Rising interest quotes can also reason
Investors withdraw their investment in stocks and switch to investing in the form of
savings or time deposits. Interest rates have a huge impact on stock costs. better interest
rates amplify the economic system, boost interest fees, and thereby decrease corporate
profits, and cause buyers to promote shares.

The results of this research are consistent with the study conducted by [7][26][27]
which state that interest rates have a positive effect. However, the results of this
research aren’t in line with Hutahaean & Bu’ulolo [28] and Simatupang & Janrosl [25]
which states that interest rates have no effect on firm value.

4 Conclusion

The purpose of this study is that multiple variables such as investment decisions,
financing decisions, dividend policies, profitability and interest rates give firm value to
the transport sector of Indonesia Stock Exchange (IDX) listed companies from 2018 to
2020. The impact is to be investigated in 12 sample. The method used in this study is a
multiple linear regression analysis method. Based on the results of the analysis
conducted, it can be concluded that investment decisions, financing decisions and
dividend policies have a positive impact on the value of the company. However,
profitability is not affected, and interest rates have a negative impact on corporate value.
This study implies that not all companies will have a high value even though other
factors increase, such as profitability. In transportation companies, investors are more
concerned with how the company can prosper its shareholders so that the rate of return
is faster.
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