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INTRODUCTION

ABSTRACT

Financial performance is an assessment of a company's performance
to see whether a company is good or not by calculating financial
ratios. This research aims to determine the influence of company
value and size on financial performance in the financial sector during
2022.The data used is secondary data in the form of financial reports
of companies listed on the IDX. The sample used was 40 financial
reports in the financial sector. The sample in this study used non-
probability sampling with a total of 45 data tested with SMART PLS
4.0. The data analysis technique in this research uses the Structural
Equation Modeling (SEM) technique. This research shows that in the
financial sector in 2022, company value has no effect on financial
performance. On the other hand, company size influences financial
performance
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The financial sector has become an essential pillar of a country's economy. This sector can
influence the regional economy and significantly spurs economic growth in a region (Supartoyo
et al., 2018). As a sector with enormous power in the capital market, the financial industry must
always maintain its financial performance so that it is in a good position to maintain its survival
and investor confidence. A company's financial performance can show how capable the company
is of generating profits and making shareholders prosperous (Hidayat et al., 2021). According to
Bahri (2018), financial performance will influence market or stock exchange share prices.
Therefore, maintaining a company's financial performance is one of the long-term goals for every
company, especially large companies listed on the Indonesia Stock Exchange (BEI), including
companies included in the financial sector.
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Based on information from Bisnis.com, until 2023, shares in the financial sector or
IDX Financials will succeed in controlling the Indonesian capital market. This is proven by
various issuers from the financial sector, who always fall into the ten market caps category.
Companies Market Cap noted that 10 Indonesian companies, including the financial sector,
have the largest market capitalization value until early 2023. First, one of the financial
sectors, namely Bank Central Asia, has a capitalization value of US$71.86 billion or the
equivalent of Rp. 1,090 trillion. This value is very high and reasonably far from other issuers.
The financial sector still occupies the second place, namely Bank Rakyat Indonesia, with a
capitalization value of US$47.86 billion. This shows that the financial sector has enormous
power in the capital market. This value is, of course, influenced by good financial
performance, which can provide investors with confidence.

Financial performance is an assessment of a company's performance to see whether
or not the company is good. According to Putri & Maulana (2023), positive profit growth
shows good company performance. A company's financial performance can be seen from
the calculation of the company's financial ratios. One way to assess and determine a
company's financial performance is by using profitability ratios (Azis et al., 2017). The
profitability ratio is a comparative ratio that can measure a company's ability to earn profits
from income related to assets, sales and equity based on specific measurements
(Cahyaningrum et al., 2023). In this research, the profitability ratios used are Return On
Assets (ROA), Return On Equity (ROE) and Return On Investment (ROI). Return on Assets
(ROA) is a ratio that shows the profit generated by a company by utilizing its assets. Return
on equity (ROE) is a ratio that measures a company's ability to generate profits by using its
capital. Lastly, return on investment (ROI) is a ratio that measures the return on investment
returns.

Various factors, such as company value and size, influence a company's financial
performance. When investing in a company, company value becomes investors' perception
of the company because company value is often linked to share prices. This means that the
company's value will be higher if the share price is higher. The wealth of shareholders and
companies can be represented by the high and low stock market prices, which are also a
reflection of investment decisions, funding, and asset management (Susanto &
Indrabudiman, 2023). There are three essential types of investor assessment of the value of
a company's shares: assessment of book value, evaluation of market value, and assessment
of intrinsic value. One approach to assessing the inherent value of shares is determining the
book value per share or Price to Book Value (PBV). Price to Book Value (PBV) reflects the
relationship between the stock market price and the book value per share (Harahap et al,,
2022). PBV is a ratio that can be used to measure the value of a company. By calculating this
PBV ratio, the level of undervalued or overvalued share prices calculated based on the book
value after being compared with the share market price can be known so that it can be used
as an investment consideration. If the PBV ratio is higher, the company has succeeded in
creating good corporate value and can also provide prosperity for shareholders.

The financial performance of a company is also influenced by company size. A study
conducted by Arisadi & Djazuli (2013) stated that company size influences the financial
performance of manufacturing companies on the IDX. Company size describes how large or
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small a company is. Company size explains the company's experience and ability to manage
investment risks from company shareholders to make shareholders prosperous (Anggraeni,
2015). Apart from that, research by Ningsih & Wuryani (2021) states that company size
influences financial performance. Large companies are more stable in generating income in
the form of profits than small companies, which will later improve the company's financial
performance.

Every company aims to increase profits to maintain the company's survival and make
shareholders prosperous. The financial sector has an important role in triggering economic
growth and has the same goal. In order to attain this mutual goal, the company must be able
to maintain its financial performance so that it remains stable. Therefore, the research
entitled "The Influence of Company Value and Company Size on Financial Performance in
the Financial Sector During 2022" aims to analyze the influence of company value and size
in the financial sector. The results of this research can be a suggestion for companies,
especially companies in the financial sector, to maintain financial performance and look at
potential risks.

METHODOLOGY
Sample

In this research, the samples used are financial sector companies listed on the
Indonesia Stock Exchange in 2022. This sampling technique uses non-probability sampling
with a purposive sampling method. The data used in the research amounted to 40 financial
reports.

Variables and Their Measurement
The value of the company

Company value is the company's state in its actual context (Luis, 2022). According to
Lestari et al., (2023) company value describes a company's achievements. The higher the
company value, the better it shows that its performance is better (Yuliem, 2018). Company
value is measured through the Price Book Value (PBV) ratio with the following formula:

Share Price per Share

PBV =
Book Value per Share

Company Size
Company size is the size of a company, which is reflected in the total assets owned
by the company on the year-end balance sheet (Nurminda et al., 2017). Fisdiyah et al,,

(2020) said that the greater the assets owned by a company, the higher the productivity.
This measurement uses the natural log of total assets with the following formula:

Company Size = Ln Total Assets Financial Performance
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Financial Performance

Financial performance results from management's decisions to achieve goals
effectively and efficiently (Haukilo & Widyaswati, 2022). Financial performance indicators
can be measured from various ratios, such as ROA, ROE, and ROI, which are formulated as
follows:

_ Net Profit Before Tax
N Total Assets
Net Profit After Tax
ROE = -
Total Equity
Net Profit After Tax
ROI =

Total Assets

Data Analysis Technique

This research uses Structural Equation Modeling (SEM) techniques. Structural
Equation Modeling (SEM) is a technique that can carry out statistical modelling involving
relationships between variables and indicator models simultaneously (Fernandes, 2017).
The SEM-PLS approach analyses the complexity of the relationship between independent
variables, resulting in a clearer understanding of the influence of dependent variable factors.

RESULT AND DISCUSSION

FBV
Company Value ROA
ROE
Financial Performance ]
TOTAL ASSETS —————

Company Size

Figure 1. Variable Framework
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Test Outer Model

The validity test is used to analyze the indicators of each variable. The validity test is
valid if the outer loading and AVE values are more significant than 0.5.

Table 1. Validity Test Result

Variable Indicator Outer Loading AVE Criteria Description
Company Value PBV 1.000 1.000 =>0.50 Valid
Company Size Total Assets 1.000 1.000 >0.50 Valid
Financial Performance ROA 0.923 0.852 >0.50 Valid

ROE 0.921 Valid

ROI 0.945 Valid

Table 1 above shows that each indicator of the variables used in this research is more
significant than 0.5. This means that all the indicators in this research are valid.

Table 2. Reability Test Result

Variable Cronbach's rho_A Composite Criteria Description
Alpha Reliability

Company Value 1.000 1.000 1.000 >0.70 Reliabel

Company Size 1.000 1.000 1.000 >0.70 Reliabel

Financial Performance 0.917 1.047 0.944 >0.70 Reliabel

Table 2 above shows that the reliability test of each variable used in this research is
more significant than 0.70. This means that all the variables in this research are reliable.

Test Inner Model
Table 3. Model Fit Result (Model Fit)

Size  Result Criteria Description
SRMR 0.058 <0.08 Model Fit
NFI 0.755 0-1 Model Fit

In Table 3 above, it can be seen that the model fit results show that there is
conformity with the model criteria. This means that the data used in this research matches
the model or model fit.
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Table 4. Adjusted R-square Test Result

Variable Indicator R Square
Financial Performance ROA 0.064
ROE
ROI

In Table 4 above, it can be seen that the Adjusted R-square Test results have a value
of 0.064. This means that simultaneously, the total influence of company value and company
size on financial performance is 64%, and the remaining 36% is explained by other variables
not examined.

Table 5. Hypothesis Test Reslut

Track T Statistic P Value Description
(>1,96) (<0,05)

Company Value -> Financial Performance 0.260 0.398 No Effect

Company Size -> Financial Performance  2.259 0.012 Influential

The Influence of Company Value on Financial Performance

In Table 3 above, it can be seen that the company value variable has a t statistics value
of 0.260 < 1.96, while the p value of the company value variable is 0.398 > 0.05. It can be
concluded that the company value variable does not affect financial performance. Company
value describes shareholders' prosperity level (Utami & Yusniar, 2020). The results of this
research are inversely proportional to dividend policy theory, which is used as the basis for
determining a company's dividend policy, such as the theory of "The Bird in the Hand",
which states that investors tend to prefer to receive dividends rather than capital gains
(Meidawati et al ., 2020). This means that the higher the dividends distributed, the higher
the company value (Hakami, 2018). The company provides a positive signal to investors.
Investors believe that companies that have good financial performance have the potential
to offer high dividends. This is because companies with high scores tend to have strong
financial performance.

In this research, high company value does not indicate better financial performance.
This is because the company's high share prices in the financial sector will be overvalued in
2022, causing a decline in share value. Although company value is often considered an
indicator of shareholder prosperity, other factors can influence this relationship. For
example, overvalued share prices can indicate market distortions that are not in line with
the company's performance. This often happens, especially in the financial sector, where
market expectations of a company's growth or profits can be overly optimistic.

The decline in share value also reduces the level of investor confidence and creates
uncertainty regarding the company's future performance, which can impact the
sustainability of the company's performance. Besides that, this causes the company not to
generate profits relative to the amount of shareholder investment. In this case, the
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company's sustainable performance becomes vulnerable to irrational market fluctuations.
This will also affect the company's funding sources through new share offerings, which can
present additional challenges in managing liquidity and business growth.

The Influence of Company Size on Financial Performance

Table 3 above shows that the company size variable has a T statistics value of 2.259
> 1.96, while the p-value of the company size variable is 0.012. It can be concluded that the
company size variable significantly affects financial performance. This research shows that
company size as an indicator of the total assets owned by the company greatly determines
the financial performance of financial sector companies. This is, of course, because all
company-owned assets can run effectively and efficiently to produce promising
profitability. This means that when all the assets owned are more significant, the size of a
company will be greater. This is reflected in financial sector companies tending to
experience an increase in total assets and total revenue, which indicates an increase in
company size. The company's large size will undoubtedly impact the more outstanding
capital that can be invested, thus indicating that more money turnover can improve financial
performance.

Rajan et al.,, (2001) said that critical resources theory shows that the larger the
company scale, the profitability of a company will also increase. This illustrates that large
companies can achieve economies of scale so that they have the advantage of reducing
production costs, which occur when companies produce in large quantities using the same
resources. This means that a high company size will increase a company's financial
performance.

The results of this research also align with research conducted by Haukilo &
Widyaswati (2022), showing that company size has a positive and significant effect on
financial performance. This indicates that the company's increasing size reflects its high
financial performance. Apart from that, research conducted by Arisadi & Djazuli (2013) also
revealed that the size of a manufacturing company impacts the profits obtained by the
company. A large number of assets indicates the larger the size of the company. This also
shows a unidirectional relationship between company size because companies that go
public can profit more from their operating activities. An increase in company size will
increase the company's financial performance.

The research results show that the company value variable measured through PBV
does not affect financial performance. In this research, high company value does not indicate
better financial performance. This is because the share prices of financial sector companies
are overvalued, causing a decline in share value. Meanwhile, the company size variable,
which is measured by all total assets owned by the company, affects financial performance.
This is because all assets owned by the company can run effectively and efficiently so that it
can produce promising profitability. This research also provides information and
considerations for management so they can carry out a comprehensive evaluation, including
revenue, profit and cash flow. Apart from that, management must balance supply and
demand for shares to reduce excessive price pressure. This research has limitations, such as
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the time used being relatively short and the sample needed to be more extensive. Future
researchers should use a more extended period and expand the sample. This aims to ensure
that the resulting conclusions have broader relevance.
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