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Abstract:
This study analyzes the influence of two main groups of financial ratios, namely the ratio of capital structure
(Earnings Per Share/EPS and Debt to Equity Ratio/DER) and profitability ratios (Return on Assets/ROA and Net
Profit Margin/NPM), on the value of companies and the share prices of firms in the coal production subsector
listed on the Indonesia Stock Exchange during the period 2021-2024. The coal sector plays a strategic role in
energy security and national exports but operates under government regulation through the Domestic Market
Obligation (DMO) policy, which requires 25% of production to be sold to the domestic market at a fixed price.
Although financial performance indicators have been widely studied in a general context, research that specifically
examines their impact on commodity-based and regulated sectors such as coal remains limited. This study used
the Structural Equation Modeling—Partial Least Squares (SEM-PLS) approach with secondary data from IDX and
Yahoo Finance and was tested at a 5% significance level. The results show that EPS has a significant effect on

stock price, and ROA has a significant effect on firm value. DER and NPM did not demonstrate a significant
effect. These findings indicate that profit and asset efficiency indicators have a more pronounced influence on
market (investor) perception compared to capital structure or margin, in the context of the coal subsector facing
domestic pricing policies.
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INTRODUCTION

In the trend of global change or commonly known as Megatrends, geopolitical influences,
technological developments, climate change, and competition for natural resources have
prompted many countries to reduce their dependence on fossil fuels and switch to renewable
green energy. The globally adopted Net Zero Emissions target by 2050 poses a major challenge
for industries that still depend on coal (Annisa & Chabachib, 2017). However, in the Indonesian
context, coal commodities continue to play an important role in national energy security as part
of the Golden Indonesia 2045 vision, as stated in Law No. 59 of 2024 concerning the National
Long-Term Development Plan (RPJPN) 2025-2045 (Adevi & Heikal, 2022).

Data from the Ministry of Energy and Mineral Resources (EMR) in 2023 shows that coal
accounts for around 40.46% of the national primary energy mix, making it the largest energy
source in Indonesia, even surpassing petroleum and natural gas (Ibrahim & Heikal, 2024;
Indonesia Stock Exchange, 2024; Kettipusem & Heikal, 2024). Coal's role in meeting
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electricity needs is also very dominant, with more than 60% of national power plants still
dependent on coal supply (Arviana & Lapoliwa, 2013). From the economic side, the mineral
and coal sectors contribute around Rp2,198 trillion or 10.5% of the total Gross Domestic
Product (GDP), and are Indonesia's main export commodities with an annual volume of more
than 500 million metric tons. This means that the role of coal is not only vital in meeting
domestic energy needs, but also makes a major contribution to the country's trade balance and
fiscal stability (Astuti & Setiawati, 2024).

However, behind this strategic role, the coal industry faces significant domestic
regulatory pressures, one of which is the implementation of the Domestic Market Obligation
(DMO) policy (Fajri & Heikal, 2022). This policy requires each mining company to sell at least
25% ofits total production to the domestic market at a fixed selling price set by the government.
Although this policy aims to guarantee domestic energy supply, on the other hand, it creates a
disparity between domestic selling prices and global market prices which has a direct impact
on profit margins and financial flexibility of companies (Brigham & Houston, 2018). In
practice, many companies have to sell coal at a price lower than the international price, which
ultimately suppresses net profit, profitability, and business expansion potential (Astuti &
Heikal, 2024).

This provision is a challenge, especially for companies that have limited production
volumes or a large dependence on the domestic market (Hair et al., 20191; Heikal et al., 2021;
Heikal et al., 2022). Companies that have high cost structures or significant leverage are also
more susceptible to margin pressures. Therefore, in a highly regulated industrial climate such
as the coal subsector, the company's ability to manage financial indicators is a key factor in
maintaining company value and attracting investors' attention (Gitman & Zutter, 2015).

The impact of the DMO policy on financial performance and market perception can be
observed through the following graph showing a comparison of the Price to Book Value (PBV)
trends and share prices of several coal subsector companies during the 2021-2024 period.
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Figure 1. Composite Chart of PBV and Coal Company Stock Prices (2021-2024)

2023 (down more than 75%), but the stock price remains in the high range. In contrast,
Bumi Resources Tbk's PBV increased from 0.72 to 1.24 between 2023 and 2024, but the share
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price remained unchanged. This discrepancy reflects the possible distortion of market
perception of the value of the company influenced by regulatory interventions such as the
DMO. This condition shows that investors do not always respond directly to fundamental
performance, but rather consider policy risks, global trends, and expectations of future demand.

In such uncertain conditions, it is important to identify which financial performance
indicators are most relevant in shaping firm value and stock price. Financial ratios such as
Earnings Per Share (EPS), Debt to Equity Ratio (DER), Return on Assets (ROA), and Net
Profit Margin (NPM) are the main tools to measure a company's internal strength. EPS
indicates how much profit is earned per outstanding share, DER indicates capital structure and
funding risk, ROA assesses the efficiency of assets in generating profits, while NPM indicates
net profit margin of all revenue.

A company's value is generally measured through the PBV ratio, which compares
between the stock market price and the company's book value. PBV is considered an important
indicator because it reflects investors' perception of a company's long-term prospects based on
its fundamental performance (Marlina & Heikal, 2023; Rialialie & Heikal, 2023; Ross et al.,
2013). Meanwhile, stock prices describe the market's response in real-time to all expectations
and sentiment towards the company. In the context of the coal subsector, it is important to not
only look at the direct relationship between financial ratios and stock prices, but also examine
how the company's value (PBV) plays a mediator or intermediary in the relationship (Lestari
& Susetyo, 2020).

Various previous studies have shown a relationship between financial performance
indicators and company value as well as stock prices Lestari, A. P., & Susetyo, A. (2020) found
that EPS has a positive effect on stock prices in LQ45, while Annisa, R, & Chabachib, M
(2017) shows that ROA has a significant influence on company value in the manufacturing
sector. However, studies that specifically examine the influence of EPS, DER, ROA, and NPM
on PBV and stock prices in the context of the coal production subsector in Indonesia are still
very limited. Research by Ibrahim & Heikal (2024) using the SEM-PLS approach also shows
that the effectiveness of financial variables is highly dependent on industry characteristics and
the influence of regulatory policies.

In addition, most previous studies have examined the direct relationship between
variables without considering the role of company value as an intermediate variable. In fact,
PBYV as an indicator of the company's internal value has the potential to bridge the influence of
financial indicators on stock prices. This means that financial performance can affect market
perception through an increase in PBV, before it is finally reflected in the stock price.
Therefore, it is necessary to take a model approach that is able to capture the simultaneous and
complex relationships between these variables.

This study aims to analyze how the influence of EPS, DER, ROA, and NPM on company
value (PBV), as well as their impact on stock prices in coal production subsector companies
listed on the Indonesia Stock Exchange from 2021 to 2024. Using the Structural Equation
Modeling—Partial Least Squares (SEM-PLS) approach, this research is expected to make a
significant empirical contribution both theoretically and practically, especially in the context
of commodity-based industries that are strictly regulated by government policies. The findings
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of this study are expected to provide insight for investors in assessing the fundamental
performance of coal issuers, for company managers in optimizing financial structures, and for
regulators in formulating energy policies that are balanced between supply sustainability and
national business competitiveness.

RESEARCH METHOD

This study used a quantitative approach with the type of explanatory research. The
purpose of this approach was to test the causal relationship between the variables of financial
performance indicators, namely EPS, DER, ROA, and NPM, on the company's value (PBV)
and stock price. With this approach, the research not only described the phenomena that
occurred but also explored and identified the direct and indirect influences between variables
analyzed simultaneously in one integrated structural model.

The population in this study included all companies classified as coal production
subsectors and listed on the Indonesia Stock Exchange (IDX) for the period from 2021 to 2024.
Based on the classification of the energy and mining sectors on the IDX, the total population
of companies in this subsector reached 45 entities. However, not all companies in the
population could be sampled due to limited data availability and operational sustainability
during the observation period.

This study used a purposive sampling technique, which is a deliberate selection based on
the suitability of the company's characteristics to the research objectives. The sample was
selected based on three main considerations: companies that were consistently listed on the
IDX during the research period, had complete annual financial statements accessible to the
public, and had annual stock price data available from 2021 to 2024. Based on these
considerations, nine companies were obtained that met all the criteria and were considered
representative in reflecting the characteristics of the coal subsector population, both in terms
of financial performance and existence in the Indonesian capital market.

This study used secondary data obtained from reliable sources. The company's financial
statement data were taken from the official website of the Indonesia Stock Exchange
(www.idx.co.1d), while the annual share price data were sourced from the official website of
Yahoo Finance (finance.yahoo.com). The types of data collected included the values of
financial ratios (EPS, DER, ROA, NPM), the value of the Price to Book Value (PBV), and the
year-end share price of each company that met the criteria.

Each variable used in this study was defined operationally based on formulas and
indicators commonly used in financial literature. EPS measured net income per share, DER
indicated a company's leverage level, ROA reflected asset management efficiency, and NPM

described net profitability. PBV was measured by the ratio between the stock market price and
the book value per share, while the stock price was taken from the year-end value.

Table 1. Variable Operations

Variable Dimension Indicator Scale
Earnings Per Share (EPS) Profitability Net Profit + Number of Outstanding Shares  Ratio
Debt to Equity Ratio (DER) Leverage Total Debt + Total Equity Ratio
Return on Asset (ROA) Asset Efficiency  Net Profit + Total Assets Ratio
Net Profit Margin (NPM) Profitability Net Profit + Revenue Ratio
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Price to Book Value (PBV) Company Values  Stock Price +~ Book Value per Share Continuous Data

Stock Price Market Valuation Year-End Stock Price Continuous Data

The data analysis in this study was carried out using the Structural Equation Modeling—
Partial Least Squares (SEM-PLS) approach, assisted by SmartPLS software version 3.2.9. This
method was chosen because it is able to test the structural relationships between variables that
have high complexity, including direct and indirect influences, and do not require normal data
distribution.

Model evaluation is carried out through two main stages. First, evaluate the outer model
used to test the validity and reliability of the construct. Second, the internal evaluation of the
model which aims to test the relationship between constructs through the path coefficient value,
R-square, and statistical significance value (p-value) with a significance level of 5% (a = 0.05).

The results of this test were used to identify the extent of the influence of the free variable
on the bound variable, in accordance with the structural relationship framework that has been
formulated in this study.

RESULTS AND DISCUSSION
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Figure 2. SEM-PLS Model Diagram Path between EPS, DER, ROA, NPM against PBV and Stock Price

The model shows the direction and strength of direct influence between latent variables
in this study. The results of the path coefficient test and its significance value are presented in
the following table:

Table 2. SEM-PLS Line Coefficients

Relationships Between Line Coefficient p-value Significance
Variables B
EPS - PBV -0,186 0,115 Insignificant
Stock Price EPS 2> 0,673 0,007 Significant
DER - PBV -0,050 0,693 Insignificant
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DER - Stock Price -0,026 0,685 Insignificant
ROA - PBV 0,565 0,012 Significant

ROA - Stock Price -0,228 0,352 Insignificant
NPM - PBV -0,475 0,072 Insignificant
NPM -> Stock Price 0,066 0,763 Insignificant
PBV - Stock Price 0,081 0,757 Insignificant

Based on the results of the analysis using the Structural Equation Modeling—Partial Least
Squares (SEM-PLS) method using SmartPLS software, the following variable models were
obtained:

PBV =1 * EPS + 2 * DER + 33 * ROA + B4 * NPM + (1

PBV =-0,186(EPS) — 0,050(DER) + 0,565(ROA) — 0,475(NPM)

Harga Saham = 35 * EPS + 6 * DER + 7 * ROA + 8 * NPM + 9 * PBV + (2
Stock Price = 0.673(EPS) — 0.026(DER) — 0.228(ROA) + 0.066(NPM) + 0.08 1(PBV)

The value of the determination coefficient (R?) for each dependent variable is as follows:
e R2PBV =0.103, indicating that only 10.3% of PBV variability can be explained by EPS,
DER, ROA, and NPM.
e RZ Stock Price = 0.438, indicating that 43.8% of stock price variability can be explained
by EPS, DER, ROA, NPM, and PBV.
Based on the classification of Hair et al. (2019), R? of 0.10 is included in the weak
category, and R? of 0.438 is included in the medium category.

Table 1. Path Coefficients & Significance

Matrix Original Sample Mean Standard T Statistics P Values

Sample (O) M) Deviation (|O/STDEYV))
(STDEV)

X1 EPS — -0.186 -0.19 0.118 1.577 0.115

Y1 PBV

X1 EPS — 0.673 0.591 0.247 2.72 0.007

Y2 Stock

Price

X2 DER — -0.05 -0.091 0.126 0.395 0.693

Y1 PBV

X2 DER — -0.026 -0.067 0.065 0.405 0.685

Y2 Stock

Price

X3 ROA — 0.565 0.638 0.223 2.53 0.012

Y1 PBV

X3 ROA — -0.228 -0.149 0.244 0.931 0.352

Y2 Stock

Price

X4 NPM — -0.475 -0.551 0.263 1.805 0.072

Y1 PBV

X4 NPM — 0.066 0.123 0.218 0.302 0.763

Y2 Stock

Price

Yl PBV — 0.081 0.24 0.262 0.31 0.757

Y2 Stock

Price
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These results show that EPS has a positive and significant influence on the stock price,
indicating that earnings per share is an important factor that investors consider. While ROA
has a significant effect on the value of a company, it shows the importance of efficient asset
management in increasing market valuation. In contrast, DER and NPM do not exert a
significant influence on either PBV or stock price, indicating that leverage and profit margins
are not yet the main determinants in this subsector.

Table 2. Coefficient of Determination (R-Square)

Variable R Square R Square Adjusted
Y1 PBV 0.103 -0.013
Y2 Stock Price 0.438 0.345

The R? value of 0.103 for PBV is relatively weak, which means that the ability of EPS,
DER, ROA, and NPM to explain the variation in company values is still limited. Meanwhile,
the R? value of 0.438 for the share price is moderate, which shows that the combination of the

five variables (including PBV) is quite adequate in explaining the variation in stock prices in
coal production subsector companies.

Tabel 3. Total Indirect Effect
X1 _EPS X2 DER X3 ROA X4 NPM Y1 _PBV Y2 _Stock

Price
X1 EPS -0.015
X2 DER -0.004
X3 ROA 0.046
X4 NPM -0.039
Y1 PBV
Y2 _Stock
Price

The indirect effect through a relatively small PBV suggests that PBV has not exerted a
significant additional influence on the relationship between financial performance and stock
prices. Although the ROA — Stock Price through PBV shows the highest value (0.046), it
remains in the weak category and not statistically significant.

Tabel 4. f2 (Effect Size)
X1 EPS X2 DER X3 ROA X4 NPM Y1 PBV Y2 Stock Price

X1 EPS 0.036 0.726
X2 DER 0.003 0.001
X3 ROA 0.098 0.023
X4 NPM 0.068 0.02
Y1 PBV 0.011

Y2 Stock Price

The largest contribution effect to the stock price comes from the EPS (f2 = 0.726) which
is relatively large according to the classification of Cohen (1988), confirming the dominance
of the EPS variable in the formation of stock prices. In contrast, the contribution of DER and
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NPM to stock prices, as well as most predictors of PBV, is relatively low (< 0.02). This
reinforces the conclusion that only EPS and ROA have significant and relevant influence power
in this model.

Overall, the results of this study show that only EPS has a significant positive effect on
stock prices, and ROA has a significant positive effect on company value (PBV). The other
variables did not show a significant influence. This indicates that in the coal production
subsector, profitability reflected in EPS and asset efficiency (ROA) are the main factors that
the market is paying attention to. Leverage factors (DER) and profit margin (NPM) are less of
an investor concern. In addition, external factors such as government policies and global coal
price volatility are likely to have a greater influence on stock prices (Yahoo Finance, 2024).

CONCLUSION

Based on the SEM-PLS analysis, this study found that not all financial ratios significantly
influence company value or stock price in the coal subsector. Earnings Per Share (EPS)
positively and significantly affected stock prices but had no significant impact on company
value (PBV), indicating that investors prioritize EPS in their investment decisions. Debt to
Equity Ratio (DER) and Net Profit Margin (NPM) showed no significant effects on either
company value or stock price, suggesting that capital structure and profit margin are less
influential for investors in this sector. Return on Assets (ROA), however, had a positive and
significant impact on both company value and stock price, highlighting the importance of asset
management efficiency in enhancing firm attractiveness. Price to Book Value (PBV) did not
significantly affect stock prices, implying that investors favor earnings-related indicators over
book value measures in this subsector. Based on these findings, coal companies are advised to
focus on improving EPS and asset management efficiency to attract investors. Future research
could explore additional factors such as market sentiment, regulatory changes, or
macroeconomic variables to better understand their combined impact on firm valuation and
stock performance in commodity-based subsectors.
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