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ABSTRACT

This study analyzes the influence of Economic Value Added (EVA), profitability, and
leverage on stock returns in the property and real estate sectors, with company value as
a mediating variable. Using a quantitative approach with a causal design, the research

Published: 25 September 2025 examined 50 companies listed on the Indonesia Stock Exchange (IDX) from 2018 to

2023, selected through purposive sampling. Data were sourced from annual reports and
financial statements, then analyzed using multiple linear regression. The Sobel test was
applied to assess the mediating effect of company value. The findings indicate that EVA,
profitability, and leverage significantly affect stock returns. EVA positively influences
investor interest by showing the company’s ability to create value. Profitability enhances
positive market perception and reflects financial stability. Leverage demonstrates a dual
effect: moderate debt usage increases stock returns, while excessive debt raises
bankruptcy risk, harming performance. Additionally, company value is found to mediate
the relationship between EVA, profitability, leverage, and stock returns. The study
suggests that companies in the property and real estate sectors should focus on
improving EVA and profitability while managing leverage prudently. By doing so, they
can attract investors, enhance stock performance, and support sustainable growth and
competitiveness in the capital market.
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Contribution/Originality: This research explores the influence of key financial metrics, including EVA,
profitability, and leverage, on stock returns, as well as the mediating role of corporate value. The results provide

valuable insights for investors and managers to optimize market performance and improve investment strategies.

1. INTRODUCTION

The COVID-19 pandemic is changing several areas of life, including the management of investments. The
uncertain economic climate has driven people to explore new methods for securing and increasing financial assets. In
this context, several people prefer the capital market due to the potential for high returns (Bellucci, Borisov, Gucciardi,
& Zazzaro, 2023). Abid and Siddiqui (2020) found that stock investments were preferred to obtain better returns amid
economic uncertainty. An important factor supporting the increase in investment interest is the policy-seeking ability
of the government to recover the economy (Bailey et al., 2022). In addition, people are becoming more knowledgeable
about finances in the capital market. Investors can make more informed decisions with a better understanding of
investment instruments, such as stocks. Furthermore, factors affecting stock returns should be considered, such as

economic value added (EVA), profitability, and company value (Anisa & Nurjanti, 2023).

828
© 2025 Conscientia Beam. All Rights Reserved.


mailto:suidarma@undiknas.ac.id
mailto:ajikraka@undiknas.ac.id
mailto:danang342@gmail.com
https://orcid.org/0000-0002-7064-6304
https://orcid.org/0000-0002-9492-935X
https://orcid.org/0009-0003-3987-8152
https://www.doi.org/10.18488/11.v14i3.4415

International Journal of Management and Sustainability, 2025, 14(3): 828-847

EVA is an important metric in measuring the success of management in creating value for shareholders (Basana,
Julio, & Soehono, 2020). According to Galvio, Teixeira, and Nunes (2020), the variable indicates the ability of a
company to generate profits exceeding the cost of capital. Therefore, a deep understanding of EVA can assist investors
in assessing investment opportunities in the capital market. Profitability is also another main indicator to evaluate
the company's performance. Nizam, Ng, Dewandaru, Nagayev, and Nkoba (2019) explained that profitability indicates
the success of management in running the company and contributes to sustainability and long-term growth. Investors
observe profitability growth as a positive signal to evaluate the prospects of the company. Subsequently, profitability
analysis is required to attract investors and ensure investment sustainability.

Leverage includes the use of debt to increase profits and impact stock returns (Hossain, 2020). According to
Tikasari and Dwi (2020), the management of the balance between high returns and risks is important. Based on the
description, this research analyzes the effects of EVA, profitability, and leverage on stock returns. The role of company
value in explaining this relationship is also examined.

There are situations where high returns do not align with investment interests. High returns attract investors,
creating uncertainty and reducing interest in investing. The company needs to establish a balanced rate of return to
maintain its attractiveness in the capital market (Chairani & Siregar, 2021). Although theories such as EVA,
profitability, and leverage explain performance, several companies cannot maximize these ideas. This occurs due to a
lack of proper understanding of financial data (Dang, Nguyen, Le, Nguyen, & Pham, 2020; Saeed & Kersten, 2020).

Research is important because changing conditions in the capital market, especially after the COVID-19 impact,
have increased public interest in investment. Investors need to understand the factors affecting stock returns amid
changes in the capital market. People prefer alternative methods to protect assets and earn profits amid increased
economic uncertainty. This research explains the effects of EVA, profitability, and leverage in the property and real
estate markets. These variables offer insights to companies and investors regarding the improvement of strategies
and performance in the capital market. Companies might attract more investors, improve their market position, and
grow in the digital era with better knowledge.

Based on the description above, this research analyzes the effect of EVA, profitability, and leverage on stock
returns in property and real estate companies. The correlation of the variables and their effect on investor
attractiveness are considered due to the expansion of the digital economy. Therefore, the results should provide
guidance to companies and investors in developing feasible investment strategies and maximizing performance in the

capital market.

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Signaling theory demonstrates the different levels of information that influence investment decisions.
Independent companies send positive signals through the use of EVA, profitability, and leverage. These signals are
important for creating a favorable outlook for investors, which can increase stock prices and returns (Rafaqat, Rafaqat,

Rafaqat, & Rafaqat, 2021).

2.1. EVA and Stock Returns

EVA is used to measure the value a company makes for shareholders after including capital costs (Goel & Oswal,
2020). Shang (2018) stated that EVA checked the possibility of a company making profits more than the capital cost.
According to Tikasari and Dwi (2020), companies with high EVA attract investors, leading to higher stock prices
and returns. This aligns with signaling theory, as good financial performance sends positive signals to the market.
Additionally, better investment decisions are made by trusting investors. Behera (2020) also showed that companies
with positive EVA had high stock price changes. Investors prefer these companies in the creation of lasting value to
increase attractiveness. Therefore, EVA has a significant effect on stock returns, and companies creating added value

potentially attract more investors, improving stock performance in the capital market.

829
© 2025 Conscientia Beam. All Rights Reserved.



International Journal of Management and Sustainability, 2025, 14(3): 828-847

Hypothesis 1: EVA has a positive effect on stock returns.

2.2. Profitability and Stock Returns

Company profitability is a key indicator in assessing financial performance, and investors often use this concept
to determine the value of shares. Furthermore, profitability is measured using ratios including ROA (return on assets),
ROE (return on equity), and NPM (net profit margin). Research conducted by Sanusi (2023) reported that there was
a positive connection between profitability and stock returns. However, profitability does not always guarantee higher
stock returns. According to Lim, Sotes-Paladino, Wang, and Yao (2024), high profitability does not lead to better
returns in the short term. This is attributed to external factors such as government policies, market conditions, or
investors' perception of the risks of the company. Shahnia, Purnamasari, Hakim, and Endri (2020) examined the effect
of other factors, such as company size and market value, on stock returns. These factors reduce profitability when
compared to the variables.

Hypothests 2: Profitability has a positive effect on stock returns.

2.8. Leverage and Stock Returns

Leverage is concerned with applying debt in capital structure and can have a significant effect on stock returns.
Capital structure theory from Zia ul Haq, Shafiq, Kashif, and Ameer (2020) reported that leverage did not change the
value in a perfect market. However, the concept can affect company performance and stock returns when factoring in
taxes, bankruptcy costs, and uneven information. Villarén-Peramato, Garcfa-Sédnchez, and Martinez-Ferrero (2018)
used agency theory to explain that debt makes management work harder to use company resources, leading to higher
profits and stock returns. High leverage increases bankruptcy and lowers the share value of the company. Doshi,
Jacobs, Kumar, and Rabinovitch (2019) stated that a positive connection exists between leverage and stock returns.
Meanwhile, Numanovich and Abbosxonovich (2020) showed that high leverage could affect the value because of
higher financial risks. The effect of the variable on stock returns highly depends on risk management in the use of
debt.

Hypothests 3: Leverage negatively affects stock returns.

2.4. EVA and Corporate Values

Added value concerns the creation of value from resources. The concept measures company performance and the
efficiency of operations. According to corporate value theory, company value reflects the future prospects of the
market. Widyakto, Widyarti, and Suryawardana (2021) and Khan and Hidayat (2022) show that companies capable
of generating high value-added perform better financially, as reflected in increased stock value and investor
confidence. This is because value-added shows the efficiency of company assets and productivity. Value added is also
closely related to other concepts, such as EVA, which emphasizes the creation of economic factors after considering
the cost of capital. Kurznack, Schoenmaker, and Schramade (2021) showed that the ability to focus on the
improvement of EVA increased company value since the variable measured the generation of profits above capital
costs. In this context, stakeholders use value-added to assess the creation of sustainable value reflected in the capital
market.

Hypothests 4: Value added has a positive effect on company value.

2.5. Profitability and Company Value

Profitability is the most crucial metric in the analysis of financial performance and is directly connected to
company value. The ratios of the variables including ROA and ROE, measure the capacity to earn profits from the
assets and capital. According to the signal theory developed by Tende and Lawson (2021), the high profitability levels

send a positive signal to the market regarding the prospects of increasing company value to investors. Shahnia et al.
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(2020) showed that a highly profitable company had superior markets because investors value good and sustainable
performance. Profitability is closely related to growth theory, where more profitable companies tend to have more
resources to reinvest in operations or projects. Nguyen and Nguyen (2020) reported that consistent profitability
allowed company to finance expansion or innovation without deeply relying on debt. Therefore, this variable reflects
the current performance of company and affects the perception of long-term growth potential.

Hypothesis 5: Profitability has a positive effect on company value.

2.6. Leverage and Company Value

Leverage is the application of debt in the capital structure and is often considered a factor affecting company
value. According to Hussain, Quddus, Pham, Rafiq, and Pavelkova (2020), this variable does not impact company
value in perfect market conditions without taxes. In the reality of the business world fraught with friction, leverage
can impact company value through tax savings and the potential risk of bankruptcy. Different research showed that
optimal leverage increased company value due to tax savings from debt interest. However, an increase in the rate of
the indicator enhances bankruptcy risk, lowering company value. Leverage also affects management behavior and
investment decision-making. For example, managers working in high-leverage company are cautious in making
investment decisions due to the obligation to pay debts (Hang, Geyer-Klingeberg, Rathgeber, & Stockl, 2021).
Excessive leverage leads to underinvestment, where company does not make profitable investments due to concerns
over debt obligations (Royer & McKee, 2021). Therefore, the hypothesis states that leverage has a non-linear
relationship with company value. Moderate leverage increases company value, while excessive leverage decreases it.

Hypothests 6: Leverage erodes company value.

2.7. Company Value as EVA Mediation and Share Returns

EVA is a financial performance measure that shows economic profit after considering capital costs. This variable
is considered a more reliable indicator compared to net income, reflecting company value to shareholders after
accounting for all costs, including equity costs (Ramana, 2005). According to Galvio et al. (2020), EVA has a positive
effect on stock returns. This variable reflects the ability to generate profits above the cost of capital and enhances
investor confidence. However, the correlation between EVA and stock returns is often indirect and mediated by other
factors. Company value is estimated through stock prices or market ratios, such as the price-to-book ratio, which is
used as a key indicator in measuring company value (Behera, 2020). Therefore, "company value mediates the
relationship between EVA and stock returns." An increase in EVA tends to increase company value and returns on
shares.

Hypothests 7: Company value mediates the effect of EVA on stock returns.

2.8. Company Value as a Mediation of Profitability and Stock Returns

Profitability is essential for checking company performance using financial ratios such as ROA and ROE. Sanusi
(2023) and Berggrun, Cardona, and Lizarzaburu (2020) reported that profitable companies provide better returns to
shareholders. Profitability indicates a company's ability to generate profits from assets or equity. However, this
variable and stock returns are not directly related. Other factors, including company value, can influence the market's
perception of profitability. Company value, measured by Tobin's Q or the price-to-book ratio, is important in
understanding the relationship between profitability and stock returns. Furthermore, high profitability can enhance
the market's perception of growth potential. An increase in company value is expected to be followed by improved
stock returns (Berggrun et al., 2020; Wulandari, br Bukit, Manik, Napitupulu, & Tambunan, 2022). In this context,
the hypothesis proposes that the value of a company mediates the correlation between profitability and stock returns.
An increase in profitability tends to raise the company's value, thereby enhancing the returns on shares.

Hypothests 8: Company value mediates the influence of profitability and stock returns.

831
© 2025 Conscientia Beam. All Rights Reserved.



International Journal of Management and Sustainability, 2025, 14(3): 828-847

2.9. Company Value as a Leverage Mediation to Stock Returns

Leverage measures the debt proportion to equity in a company's capital structure. This variable is often among
the main factors affecting performance, including stock returns. In theory, leverage can increase equity returns by
borrowing capital to generate higher profits than debt costs (Donangelo, 2021; Xu, Hu, & Das, 2019). However,
leverage increases financial risk, leading to performance instability and potential bankruptcy when not managed
properly. Gomes and Schmid (2010) stated that the factor had a complex relationship with stock returns. Moderate
and excessive leverage increases returns, and reduces stock performance due to the risk of bankruptcy. Company
value reflects the perception of the market, mediating the correlation between leverage and stock returns (Resendes,
Obrycki, Bergen, & Holt, 2020). Optimal leverage increases company value through tax savings from debt, raises
investor confidence, and attracts market interest. Conversely, excessive leverage lowers company value due to
increased bankruptcy risk and the financial burden of reducing investor interest (Numanovich & Abbosxonovich,
2020). The hypothesis proposes that company value mediates the correlation between leverage and stock returns.
Optimal and excessive leverage increase and decrease company value and stock returns, respectively.

Hypothests 9: Company value mediates the influence of leverage and stock returns.

2.10. Company Value and Returns on Shares

Company value is an indicator reflecting the total assets and the growth potential of the market. Generally, this
variable is measured through Tobin's Q, or price-to-book ratio, which describes the comparison between market and
company book value (Lai, 2020). Investors possess increased confidence in high company value, accompanied by
expectations of improved financial performance and profitability (Anah, Fikra, & Widayati, 2022; Khan & Hidayat,
2022). In financial literature, company value is considered an important factor affecting stock returns. This is because
company value tends to attract investors, impacting the increase in stock prices (Handayani & Karnawati, 2021). The
correlation between company value and stock returns can be explained by the reflection of market optimism regarding
the ability to achieve higher profits. Investors respond to the increase in company value by increasing demand for
shares, which drives up the stock price and results in higher returns (Chen, Li, & Tang, 2021; Prastuti & Setianingrum,
2019). Therefore, the hypothesis proposes that company value has a positive effect on stock returns.

Hpypothests 10: Company value has a positive effect on stock returns.

3. METHODOLOGY

The selected samples were listed on the IDX (Indonesia Stock Exchange) and consisted of companies operating
in the property and real estate sectors from 2018 through 2023. This research focused on companies meeting specific
criteria, namely being listed on the IDX, having complete financial reports available for the period, and possessing
data relevant to EVA, profitability, leverage, stock returns, and company value. Purposive sampling was used by
applying these criteria to select samples. After setting the criteria, eligible companies were chosen to ensure sufficient
representation for valid analysis. The main subjects were companies in the real estate and property sectors listed on
the IDX. A total of 50 companies meeting the criteria were selected from the population. The analysis was conducted
over six years, from 2018 to 2023, using data obtained from annual reports, sustainability reports, and financial
statements. This research also examines the effect of EVA, profitability, and leverage on stock returns in the property
and real estate sectors. Market dynamics were analyzed, including changes caused by COVID-19 on investment
behavior and investor risk.

EVA, profitability, and leverage were investigated to determine their effect on stock returns. Company value was
considered an intervening variable. These three factors were selected to assess the financial performance and
investment attractiveness of the capital market. EVA is used as a performance measure to reflect company value for

shareholders after accounting for capital costs.
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Multiple linear regression was selected to measure the relationships between several variables. This regression
shows the effect of an independent variable (EVA or profitability) on a dependent variable (stock returns). The Sobel
test was also used to examine the mediating role of company value between independent variables and stock returns.
The combination of these methods provided deeper insights into variable interactions and the role of company value.

Causality design and quantitative methods were used to analyze leverage, profitability, and EVA, with company
value as the mediator. Quantitative methods were employed to obtain numerical data from financial reports, and
statistical techniques such as multiple regression analysis were utilized. Morri and Jostov (2018) reported that
quantitative methods helped understand leverage, profitability, and company value in property sectors. The design
showed valid results, providing useful insights for investors and managers about financial decisions in the property
and real estate industries.

Based on the results, this research adopted a quantitative method using IBM SPSS (Statistical Package for the
Social Sciences) version 27 software for data analysis. Some of the methods demonstrated validity and reliability as

follows.

3.1. Descriptive Analysts
Descriptive statistics, such as the mean, median, and data visualization through diagrams, are used to describe
the characteristics of the sample data. Hansen, Pomp, Erki, and Meisen (2019) stated that the analysis presented data

in a simpler and clearer form to generalize the population.

3.2. Multiple Linear Regression Analysis
The impact of independent factors on stock returns is measured, such as EVA, ROE, and DER, as well as company
value. Ma, Gao, and Zhao (2020) stated that this analysis enabled the assessment of each independent variable
contributing to the variation of the dependent variable. The mathematical formula of multiple regression is applied
as follows:
Model 1: Z = b1X1 + b2 X2 + b3X3+ e
Model 2: Y = b4X1 + b5X2 + b6X3 + b7Z + e

3.8. Hypothesis Testing
3.8.1. F-Test

The overall impact of the independent variable on the dependent variable was evaluated using the I test. Munson,
Young, and O'Leary (2020) explained that the test ascertained the statistical significance of the combined eftect of

independent variables on the dependent variable. The formula for Test F is as follows:

2
Sl

F=—
s
3.8.2. T-Test

The significance of the impact of each independent variable on the dependent variable was tested separately using
a t-test. Guo et al. (2023) emphasized that the following test was important to assess the significant influence of each
variable separately. The t-test formula is as follows:

t= (X = )/ (s/Vn)

3.4. Sobel Test

The Sobel test examines the significant effect of the mediator on the correlation between the independent and
dependent variables. According to Jiang et al. (2023), this test is applied to validate the important role of mediating

variables with the formula as follows:
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Z = (a x b) /V(b? x SE_a® + a® x SE_b?)

Table 1 presents descriptive statistics of key financial performance variables.

Table 1. Descriptive statistics.

Variable N | Minimum Maximum Mean Std. deviation
EVA 300 17.558 3.5602 1.925 4.679
Returns on 300 0.000 8.252 1.199 1.884
equity ratio
Ratio leverage | 300 0.010 5.179 0.756 0.749
Ratio price 300 0.010 25.370 1.898 2.982
book value
Returns on 300 0.000 15.4770 1.269 1.407
shares
Valid N 300
(Listwise)

4. RESULTS

The variables show differences from the descriptive analysis results. EVA varies between companies due to high
or low economic value. Al-Busaidi and Al-Muharrami (2021) reported that EVA was better than net profit because
the variable included capital costs. Profitability (ROE) also indicates differences in profit generation through equity.
Some companies demonstrate strong returns, while others are less optimal. Ratnasari and Ramadhani (2022)
emphasized the importance of leverage management to maximize ROE and maintain risk balance. In contrast,
leverage variables show variations in corporate financing strategies. This report emphasizes the importance of careful
leverage management, as explained by Ratnasari and Ramadhani (2022). There is a significant variation in market
valuation when analyzing company value determined by PBV (price-to-book value). Donangelo (2021) reported that
a high PBV showed optimistic market expectations. Stock returns are stable but show higher-than-average results.
According to Wang, Brabenec, Gao, and Tang (2021) company performance is reflected in high stock returns relating
to investment risk. This analysis shows the variation in financial performance, emphasizing the importance of
appropriate capital and management strategies to support growth.

Table 2 presents linear regression results showing the impact of EVA, equity returns, and leverage on the PBV

ratio.

Table 2. Model I linear regression analysis.

Coefficients a

Unstandardized coefficients Standardized t Sig.

Model B Std. error coefficients beta

1 (Constant) -1.707 0.798 -2.140 0.033
EVA 0.092 0.030 0.171 3.026 0.003
Return on equity ratio 0.089 0.033 0.152 2.674 0.008
Rasio leverage 0.129 0.049 0.149 2.635 0.009

1. Dependent variable: PBV ratio
Note: a. Dependent variable: PBV ratio.

Model I linear regression analysis reveals a positive relationship between three independent variables, including
EVA, ROE, leverage ratio, and PBV ratio. The coefficient of EVA is 0.092 with a significance of 0.003, indicating it
increases company value. ROE has a coefficient of 0.089 with a significance of 0.008, suggesting that profitability
enhances market value. The leverage ratio has a coefficient of 0.129 with a significance of 0.009, as the variable
increases company value. According to Setianingrum and Prastuti (2020) the management of the three variables is
important for performance and valuation. These variables can affect PBV ratio as an important indicator in financial

analysis.
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Table 3 presents regression results showing that EVA and the price-to-book value significantly influence PBV,

while other variables are not significant.

Table 3. Linear regression analysis model I1.

Coefficients 2

Unstandardized coefficients Standardized " Si
Model B Std. error coefficients beta &
(Constant) -0.677 1.269 -0.534 0.594
EVA 0.100 0.049 0.119 2.059 0.040
Returns on equity ratio -0.025 0.053 -0.028 -0.475 0.635
Rasio leverage -0.115 0.078 1 -1.469 0.143
Ratio price to book value 0.284 0.092 0.181 3.092 0.002
Note: a. Dependent variable: PBV ratio.

Model II linear regression results report the correlation between independent variables such as EVA, ROE,
leverage ratio, PBV ratio, and stock returns. This analysis shows that stock yields are significantly influenced by the
PBV ratio and EVA, with significance values of 0.002 and 0.040, respectively. Therefore, there is a positive
relationship between these two factors and stock returns. The regression coefficient of EVA was 0.100, suggesting
that each increase in EVA improved stock returns by 0.100. Furthermore, Fan (2020) reported the importance of
EVA in creating company value. PBV ratio has a coefficient of 0.284, showing that the variable often reflects optimism
about the prospects of the company and contributes to an increase in stock returns (Khan & Hidayat, 2022). ROE and
leverage ratio do not affect stock returns with a significance level of 0.148 and 0.635, respectively. This shows that
the increase in the variables has no visible effect on stock returns.

Table 4 presents a significant overall model fit for PBV regression.

Table 4. Simultaneous F tests model 1.

Anova?

Model Sum of squares df Mean square F Sig.

1 Regression 18.906 3 6.302 7.425 <0.001°
Residual 251.229 296 0.849
Total 270.185 299

Note: a. Dependent variable: PBV ratio.

b. Predictors: (Constant), ratio leverage, EVA, returns on equity ratio.

4.1. Hypothesis Testing

Leverage ratio influences PBV, EVA, and ROE, following the simultaneous I' test for model I. This hypothesis
is accepted because (Sig.) is less than 0.05 or < 0.001. In addition, the projected F-number of the table is about 2.60,
smaller than the calculated value of 7.425, indicating an impact on PBV. Tikasari and Dwi (2020) confirmed that the
three variables significantly enhance the market performance, specifically in the context of PBV. Well-managed
leverage could lead to positive perceptions by investors. EVA shows the added value created by the company, and
ROE reflects efficiency when producing profits from equity. Chen (2022) showed that PBV in the industrial sector
was significantly impacted by the three variables. The results also emphasize the importance of managing leverage
ratios and optimizing EVA to build investors’ confidence. Galvio et al. (2020) explained EVA as an indicator for
checking financial performance. A positive EVA shows the creation of company value more than the cost of capital.
Resendes et al. (2020) also shared the impression of high ROE with investors. This demonstrates the effectiveness of
management in utilizing capital to generate profits, contributing to PBV. Leverage ratio, EVA, and ROE significantly

influence PBV in this regression model.

835
© 2025 Conscientia Beam. All Rights Reserved.



International Journal of Management and Sustainability, 2025, 14(3): 828-847

Table 5 presents a significant F-test result, indicating Model II predictors collectively influence returns on shares

meaningfully.

Table 5. Model II simultaneous F tests.

Anova?

Model Sum of squares df Mean square F Sig.

1 Regression 38.883 4 9.596 4.539 <0.001°
Residual 623.653 295 2.114
Total 662.036 299

Note: a. Dependent variable: stock returns.

b. Predictors: (Constant), ratio price book value, EVA, ratio leverage, returns on equity ratio.

The PBV ratio, EVA, leverage ratio, and ROE significantly influence stock returns, according to the simultaneous
F test on Model II. This hypothesis is supported by a significance value (Sig.) of 0.001, which is less than 0.05.
Additionally, the calculated F value of 4.539 exceeds the F table value of 2.39, confirming that the independent
variables have a simultaneous impact on stock returns. Shahnia et al. (2020) showed the importance of leverage
management and strong ROE in attracting investors, specifically in the financial sector. According to Kane, Ashutosh,
and Anup (2016), EVA positively enhanced company attractiveness to investors. Pratama and Jahja (2021) also
reported that high ROE reflected management efficiency, contributing to increased returns on shares. This test
confirmed that PBV, EVA, leverage, and ROE ratios significantly impacted stock returns in the regression model
analyzed.

Table 6 presents partial T-test results, showing that EVA, equity, and leverage ratios significantly affect the
PBYV ratio.

Table 6. Model I partial T-test.

Coefficients 2

Unstandardized coefficients t Sig.

Model B Std. error | Standardized coefficients beta

1 (Constant) -1.707 0.798 -2.140 0.033
EVA 0.092 0.030 0.171 3.026 0.003
Return on equity ratio 0.089 0.033 0.152 2.674 | 0.008
Rasio leverage 0.129 0.049 0.149 2.635 0.009

Note:  a. Dependent variable: PBV ratio.

4.1.1. Partial Regression Coefficient Test/ (T-Test)

PBYV ratio is significantly influenced by leverage, EVA, and ROE, according to the partial t-test results in Model
I. The significance values for leverage ratio (0.009), ROE (0.008), and EVA (0.003) indicate an influence on PBV.
Additionally, the calculated values for these three variables exceed the t-table value, reinforcing the conclusion that
they affect PBV. Fan (2020) explained that EVA was important in increasing investors’ confidence by creating added
value. Zhang, Cui, and Xie (2020) also asserted that high ROE signified efficient equity utilization, attracting
investors. Malina, Arimbawa, and Wulandari (2020) added that EVA and ROE increased the attractiveness of
company to investors, positively impacting PBV.

Table 7 presents partial T-test results showing only PBV and EVA significantly influence the dependent variable
in Model 11
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Table 7. Model II partial T-test.

Coefficients 2

Unstandardized coefficients t Sig.

Model B Std. error | Standardized coefficients beta

1 (Constant) -0.677 1.269 -0.534 | 0.594
EVA 0.100 0.049 0.119 2.059 0.040
Returns on equity ratio -0.025 0.053 -0.028 -0.475 | 0.6385
Ratio leverage -0.115 0.078 -0.085 -1.469 | 0.143
Ratio price book value 0.284 0.092 0.181 3.092 0.002

Note: a. Dependent variable: Stock Returns

Based on the partial T-test on Model II, EVA, and PBV, they are proven to have a significant influence on stock
returns. EVA has a significance value of 0.040, which is smaller than the threshold of 0.05, with a t-value of 2.059,
higher than the t-table value of 1.968, indicating a significant influence. The PBV ratio also shows a significance value
of 0.002 and a t-value of 8.092. In contrast, ROE and leverage do not affect stock returns because their significance
values are above 0.05, and their t-values are lower than the t-table value. Fan (2020) reported that EVA played an
important role in increasing returns on shares reflecting company ability to create economic value exceeding capital
cost. Khan and Hidayat (2022) emphasized that PBV was the main benchmark for investors because the excess showed
optimism about growth prospects and positively impacted stock returns. According to Adamo, Federico, and Notte

(2023) high EVA and PBV strengthen market confidence, contributing to increased stock returns.

Mediator
Variable
A — B
Independent
Variable > D{;}; SiI;%T:t

o
Sxralo
S

SEg: 0.092

Calculate!

Sobel test statistic: 2.176
One-tailed probability: 0.015
Two-tailed probability: 0.030

Figure 1. EVA variable Sobel test on stock returns results.
Source: Data processed by Sobel test calculator.

4.2. Sobel Test

Sobel test in Figure 1 shows a value of 2.175, with one-tailed and two-tailed p-values of 0.0147 and 0.0296,
respectively. Since the Sobel value exceeds 1.96 at a significance level of 5%, the mediation effect is significant.
Additionally, one-tailed and two-tailed p-values less than 0.05 support the conclusion that the mediator significantly
influences the relationship between the independent and dependent variables. In the regression tables for Models I
and II, the beta values for EVA and PBV are 0.092 and 0.284, with a standard error of 0.030 and 0.092, respectively.
These values were used to calculate the mediation effect, which was found to be significant. According to Baum et al.
(2017) Sobel test is used because of the efficient ability to measure indirect influence in mediation models. Alfons,

Ates, and Groenen (2022) also added that Sobel test was relevant in social research.

837
© 2025 Conscientia Beam. All Rights Reserved.



International Journal of Management and Sustainability, 2025, 14(3): 828-847

Figure 2 illustrates the Sobel test results, showing that profitability significantly mediates the relationship

between financial variables and stock returns.

Mediator
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Calculate!

Sobel test statistic: 2.031
One-tailed probability: 0.021
Two-tailed probability: 0.042

Figure 2. Sobel test of profitability variables on stock returns results.
Source:  Data processed by Sobel test calculator.

The Sobel test results showed a statistical value of 2.031, with probabilities for one-way and two-way being
0.0211 and 0.0423, respectively. The Sobel value is above 1.96, and the p-value is below 0.05, indicating that the
mediator variable plays a significant role in the connection between the independent and dependent variables. Holzer
et al. (2021) discussed the utility of Sobel test in identifying indirect effects in mediation models. Parlina and
Nuswantoro (2020) also reported the usefulness of Sobel test in financial research, where indirect effects had a
significant impact. The beta values for EVA and PBV are 0.089 and 0.284, with standard errors of 0.033 and 0.092,
respectively.

Figure 3 illustrates a significant mediation effect, confirmed by the Sobel test, between independent and

dependent variables through a mediator.
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Sobel test statistic: 2.003
One-tailed probability: 0.023
Two-tailed probabilitv: 0.045

Figure 3. Results of leverage variable Sobel test on stock returns.
Source:  Data processed by Sobel test calculator.
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Sobel test results showed a value of 2.008 with p-values of 0.0226 and 0.0452 for one-way and two-way tests,
respectively. Since the Sobel value exceeds 1.96 and the p-values are below 0.05, the mediator plays a significant role
in the correlation between leverage (independent variable) and PBV (dependent variable). A p-value less than 0.05
further supports the conclusion that leverage influences PBV through mediation. Alfons et al. (2022) emphasized that
Sobel test was useful for detecting mediation effects in social and economic research. Parlina and Nuswantoro (2020)
also underlined the importance of tests in financial research to understand the interaction between variables. In the
coefficients table, the beta values for leverage and mediator were 0.129 and 0.284, with standard errors of 0.049 and

0.092, indicating significant mediation.

5. DISCUSSION
5.1. EVA Effect on Stock Returns

This research shows that EVA has a positive effect on stock returns, providing a better understanding of financial
performance in the market. EVA subtracts costs from net profit and explains company value beyond the use of capital.
Magni (2021) stated company making more value than capital costs could attract investors. Positive EVA shows the
company might be making profits, matching the desire of shareholders. Therefore, increased EVA is often connected
to stock prices and higher returns (Tikasari & Dwi, 2020).

Li, Wang, Ahmad, Huang, and Khan (2023) explained that EVA was useful for measuring company performance
and predicting stock returns better than net income. Furthermore, Behera (2020) mentioned that focusing on EVA
growth often improves stock value. In this context, long-term value should be created by managing resources and
investing in projects with high profits for better stock returns. The results showed that companies should focus on
short-term profits and use EVA to assess performance.

Empirical support is provided for integrating company value theory and financial management practices.
Companies consistently striving to improve EVA can enhance financial performance, market perception, and returns
generated for shareholders. Therefore, sustainable value creation must be the main focus for management when

formulating investment strategies and decisions (Ghosh & Basu, 2019).

5.2. Profitability Effect on Stock Returns

The analysis indicates that profitability positively influences stock returns, underscoring the significance of
financial performance in attracting investors. Profitability is commonly assessed through ratios such as ROA and
ROE, which reflect the ability to generate profit from assets and equity holdings (Hermawan, Ishak, & Budiantoro,
2023). High profitability indicates effective resource management, which increases investor confidence (Sanusi, 2023).
Theories in financial economics explain that investors analyze a company's ability to generate profits and higher
returns (Lim et al., 2024).

Some research showed that there was a link between profitability and stock returns. Berggrun et al. (2020) stated
that profitability had an impact on stock market performance. The results showed that companies with higher
profitability had better stock returns. Additionally, profitability affected stock prices and expected returns. This
indicates that the market reacts positively when company profits grow (Berggrun et al., 2020).

The link between profitability and stock returns can be explained through signal theory. Investors' expectations
change after obtaining information about a company's financial capacity. Good profitability elicits a positive market
reaction, increasing demand for shares. Therefore, company management should focus on increasing profits and
effectively communicating performance to stakeholders. This research supports profitability as a key factor
influencing stock returns. Additionally, management should work on improving financial performance and building

a good reputation with investors (Parlina & Nuswantoro, 2020).
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5.8. Leverage Effect on Stock Returns

Leverage affects stock returns and provides important insights into the correlation between capital structure and
market performance. The application of debt in a company's financial structure can be a double-edged sword (Asraf
& Mia, 2020). The optimal use of debt tends to increase returns for shareholders because external funds are used to
finance projects with higher rates of return than the cost of capital (Guo, Legesse, Tang, & Wu, 2020). Traditional
capital structure theory states that moderate leverage increases company value and stock returns through tax savings
from debt interest (tax shield). Meanwhile, excessive leverage increases the risk of bankruptcy, which raises concerns
among investors and potentially lowers stock returns (Khaki & Akin, 2020).

Hang et al. (2021) stated that leverage did not affect company value when the market was perfect. However,
optimal leverage enhanced company value when taxes and bankruptcy costs were included. According to Zhang, Hu,
and Luo (2020), debt could control company management. Managers act carefully with investment decisions when
leverage is high to increase company efficiency and stock returns. Graham, Kim, Li, and Qiu (2023) reported that the
possession of excessive leverage could affect company value. The concept leads to increased bankruptcy costs and a
reduction in stock returns.

This research shows that leverage has a complicated relationship with stock returns. The concept provides profits
to shareholders when used in the right proportion. Excessive leverage decreases stock returns because of the higher
financial risks. In this context, the trade-off theory allows companies to balance the benefits of tax savings from debt
with the risks of bankruptcy due to excessive leverage. Managers must decide carefully on the amount to be used to

maximize stock returns without incurring excessive risks from debt (Dangl & Zechner, 2021).

5.4. EVA Effect on Company Value

EVA has a positive effect on company value, offering important ideas as a performance measure for shareholders.
EVA analyzes net profit after subtracting capital costs. Agency and signal theories are supportive, as a positive EVA
signals to the market, allowing the company to make a profit and create value above the expectations of shareholders.
According to Murni (2019), company value is often measured through ratios such as Tobin's Q or price-to-book ratio.

Based on the results of Goel and Oswal (2020) EVA is a stronger indicator than net income in describing the
ability to make shareholder value. Arry Hutomo, Theresia Marditama, NANDAN LIMAKRISNA, Ilham Sentosa,
and John Lee Kean Yew (2020) stated that company focused on improving EVA increased market value because
investors viewed EVA as a reliable tool for predicting future performance. The results are consistent with stakeholder
theory, where an increase in company value can occur when the expectations of various creditors are successfully
managed. Therefore, a company with improved EVA increases in value following the ability to properly manage

capital and generate consistent profits (Shang, 2018).

5.5. Profitability Effect on Company Value

Profitability has a positive effect on company value, demonstrating the importance of the ability to generate
profits through increased market perception. This variable reflects the effectiveness of a company in leveraging assets
and equity to generate profits. Signal theory supports this outcome, where high profitability sends positive signals to
investors regarding performance and prospects. Increased profitability is considered an indicator of financial stability
and the ability to survive and grow, thereby increasing company value.

Bandara and Weerasooriya (2021) showed that profitability was an important factor affecting company value.
This is appropriate to the agency theory that high profitability decreases agency problems between management and
shareholders. Based on the result, efficient management and consistent generation of profits are more appreciated by
investors. Minanari and Rahayu (2020) found that profitable company possessed better governance structures.

Therefore, strong profitability shows operational success and positively increases company value.
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5.6. Leverage Effect on Company Value

Leverage impacts company value and provides important insights into the influence of capital structure on market
perception. This variable is measured through the debt-to-equity ratio and describes the application of debt to finance
activities. According to trade-off theory, optimal leverage increases company value because debt offers benefits in the
form of tax savings from interest. In this context, using leverage can increase profits for shareholders without
excessive financial risk. Increased controlled leverage tends to enhance company value and generate higher profits
than the cost of debt.

Previous research supported the influence of leverage on company value. Chen, Kemsley, and Sivadasan (2021)
stated that leverage could increase company value due to the tax savings benefitted from debt with the existence of
taxes. However, the pecking order theory of Grundy and Verwijmeren (2020) argued that internal funding was
preferred before taking external debt since the risk reduced company value. According to Muhammad, Abubakar,
Kakanda, and Abubakar (2020) high leverage company without the ability to gain adequate profits experiences a
decline due to the increased risk of bankruptcy. Therefore, the correlation between leverage and company value is
non-linear. Moderate and excessive leverage can increase and decrease company value due to greater financial risk,

respectively.

5.7. Company Value as an EVA Mediation to Stock Returns

Corporate value mediates the relationship between EVA and stock returns, demonstrating how internal value
creation translates into stock market performance. EVA measures net profit after accounting for capital costs and
reflects the ability to generate added value for shareholders. A positive EVA indicates profit generation on capital
expenditure, which tends to enhance investor perception. Company value, measured through Tobin's Q or the price-
to-book ratio, acts as a mediator because an increase in EVA improves market perception, stock prices, and share
returns. In this context, signal theory suggests that a positive EVA signals to the market, increasing investor
confidence. Previous research also supports the role of company value as a mediator in the correlation between EVA
and stock returns. Tikasari and Dwi (2020) stated that EVA was a good indicator for checking company performance
and analyzing economic value creation. Kaczmarek (2024) explained that company with high EVA possessed market
value following efficient use of capital. Kurniati (2019) reported that high company value increased EVA effect on
stock returns. Companies with high value are more stable and possess better chances for growth. Therefore, a direct

relationship exists between EVA and stock returns due to company value.

5.8. Company Value as a Profitability Mediator to Stock Returns

Company value connects profitability and stock returns. This variable is important for translating operational
performance into market results. Profitability, measured using ROA or ROE, indicates the ability to generate profits
from assets or equity. Additionally, high profitability demonstrates that the company operates efficiently. Company
value, measured by Tobin’s Q or the price-to-book ratio, links profitability to stock returns. Higher profitability
signals to investors the long-term potential of the company, leading to higher stock prices and returns. According to
signal theory, high profitability sends positive signals to investors regarding stability and growth potential.

Jansen (2021) showed that more profitable company possessed higher market values, contributing to better stock
returns. Sanusi (2023) also reported that high profitability positively impacted company value, serving as a key
indicator for investors in assessing long-term investment prospects. Cheng and Wang (2021) emphasized that good
corporate governance could enhance profitability, increasing company value and positively impacting stock returns.
Therefore, this research confirms that high profitability creates direct profits and indirectly increases stock returns

through company value.
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5.9. Company Value as a Leverage Mediation Against Stock Returns

Company value mediates the correlation between profitability and stock returns. Profitability is often measured
through ROA and ROE, reflecting the company's ability to generate profits from assets and equity. High profitability
indicates operational efficiency and increases investor perception. Company value acts as a mediator in this
relationship because increased profitability improves the market perception of long-term prospects, thereby raising
stock prices and returns. In signal theory, high profitability sends positive signals to investors regarding stability and
growth. Donangelo showed that profitable company had higher market value, contributing to better stock returns.
Sanusi (2023) also found that high profitability served as a key indicator for investors in assessing long-term
investment prospects. Cheng and Wang (2021) emphasized that good corporate governance could raise profitability,
increasing company value and positively impacting stock returns. Therefore, high profitability creates direct profits

and indirectly increases stock returns.

5.10. Company Value Effect on Stock Returns

Company value has a positive effect on stock returns, emphasizing the importance of market perception in
determining investment results. This variable is measured through Tobin's Q or the price-to-book ratio, reflecting
the value of company assets. Investors have a positive outlook on the growth prospects and financial stability of
companies with high value. In signal theory, a company has a solid long-term outlook and good management. This
increases demand for shares and potentially drives up stock prices and returns.

Some research showed a connection between company value and stock returns. For example, Baird, Dodd, and
Middleton (2020) reported that company values provided better stock returns due to increased chances of stability
and profitability. Dong, Hirshleifer, and Teoh (2021) stated that company with high market capitalization possessed
better access to money and investment chances. This could increase financial performance and lead to higher stock
returns. Therefore, the increase in company value is an indicator of good operational performance and contributes to

investor confidence, which affects stock returns.

6. CONCLUSION AND SUGGESTIONS

In conclusion, EVA, profitability, and leverage affected stock returns in property and real estate companies listed
on the IDX from 2018 to 2023. Company value acted as an intervening variable connecting the three factors with
stock returns. A positive EVA indicated high company performance and profitability, as measured by ROE. Leverage
contributed to higher returns but involved inherent risks requiring careful management. Therefore, this research was
conducted concerning good management strategies to attract investors. Company management enhanced EVA and
profitability to maintain financial stability. Different opportunities are available for future analysis to explore factors
influencing stock returns and to conduct analyses in different sectors to broaden the understanding of capital market
dynamics. Future research could expand the scope by including other industry sectors to provide a comprehensive
comparison. Additional variables, such as market volatility or investor sentiment, might also be considered for their

effects on stock returns.
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