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Abstract

The property sector is a vital pillar of Indonesia’s economy its profitability is
influenced by both macroeconomic and internal company factors. This study aims to
analyze the effects of inflation, interest rates, leverage, and liquidity on the
profitability of property companies listed on the Indonesia Stock Exchange (IDX)
from 2020 to 2024, with firm size as a moderating variable. A quantitative approach
was employed, using multiple linear regression analysis and Moderated Regression
Analysis (MRA) on secondary data from the financial reports of 10 property firms.
The results reveal that Leverage has a significant adverse effect on profitability,
indicating that high debt levels reduce profits. Liquidity has a significant positive
effect, highlighting the importance of short-term financial stability. Inflation and
interest rates have shown no significant impact, likely due to companies’ ability to
adjust their pricing and diversify their funding sources. Firm size only strengthens
the relationship between liquidity and profitability but does not moderate the effects
of inflation, interest rates, or leverage. The study concludes that debt management
and liquidity are key drivers of profitability for property firms, while macroeconomic
factors can be mitigated through adaptive strategies. Practically, companies should
optimize capital structure and maintain adequate liquidity, whereas investors should
prioritize microeconomic indicators in decision-making.
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1. Introduction

The property sector is a key pillar of the national economy, playing a strategic
role in driving economic growth, attracting investment, and generating employment
opportunities. According to 2024 data from the Central Statistics Agency, the
property and construction sector contributed approximately 10.5% to Indonesia’s
Gross Domestic Product and employed more than 15 million workers. This industry
also has a significant multiplier effect, with every IDR 1 million invested in a
property project generating an economic impact of IDR 2.5 million for related
sectors such as building materials, architectural services, and banking. Property
development companies listed on the Indonesia Stock Exchange (IDX) are an
important proxy for the sector’s performance, reflecting the broader dynamics of the
property industry (Muthohharoh & Pertiwi, 2021).

The property business is fundamentally profit-oriented, with the primary goal of
maximizing profits while ensuring the company’s long-term operational
sustainability (Aulia et al., 2024)). To achieve the goal of maintaining and increasing
profitability, property development companies must have effective strategies that are
adaptable to changing economic conditions. These strategies are not limited to
increasing operational activities such as developing new projects, producing more
efficiently, or expanding markets, but also encompass effective financial management
and data-driven decision-making (Inrawan et al, 2022). This is because the
company’s primary goal is to maximize and optimize profits (Muthohharoh &
Pertiwi, 2021).

Inflation and interest rates are among the macroeconomic indicators that
consistently receive attention in financial research, given their significant impact on
business performance, including in the property industry (Inrawan et al., 2024). High
inflation rates have the potential to reduce business sales volume, which in turn will
depress company profitability. This phenomenon occurs due to the declining
financial capacity of consumers to purchase products and services as market prices
soar. When purchasing power declines, demand for both consumer and investment
property products also tends to decline, especially since property is a necessity that
requires long-term financial commitments. I'urthermore, inflation also drives up the
costs of raw materials and construction, thus increasing the operational expenses of
property development companies. The results of research conducted by Inrawan et
al. (2022) indicate a negative and significant effect of inflation on profitability.

The effect of leverage and liquidity on profitability demonstrates how a
company’s funding structure and ability to meet short-term obligations can
significantly impact the level of efficiency, stability, and sustainability of'its financial
performance. Research by Putra and Badjra (2015) found that leverage has a negative
and significant effect on profitability, meaning that the higher the debt level, the
greater the company’s burden, which can reduce its profits. Meanwhile, Nurdiana
(2018) shows that liquidity has a significant effect on profitability, where the
company’s ability to maintain the smooth availability of assets is crucial in meeting
its needs.

There is still a lack of recent studies examining how inflation, interest rates,
leverage, and liquidity collectively affect the profitability of property companies, as
most prior research has either focused on other industries, such as banking and
manufacturing, or analyzed these factors separately. This creates a research gap,
especially since firm size as a moderating factor has also been largely overlooked in
the property sector. The urgency of this study lies in the fact that the property
industry plays a vital role in Indonesia’s economy, contributing significantly to
GDP, employment, and related industries, while also being highly sensitive to
macroeconomic fluctuations. With the challenges posed by inflation and interest rate
volatility in the 2020-2024 period, it becomes crucial to provide updated empirical
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evidence that can help property companies, policymakers, and investors design
strategies to strengthen profitability and ensure long-term sustainability. This study
aims to analyze the effects of inflation, interest rates, leverage, and liquidity on the
profitability of property companies listed on the Indonesia Stock Exchange (IDX)
from 2020 to 2024, with firm size as a moderating variable

2. Literature Review and Hypothesis Development

2.1. Signal Theory

The Signaling Theory, first introduced by Spence (1973), explains how parties
with more complete information (informed parties) communicate credible signals to
those with limited information (uninformed parties) in order to mitigate problems of
information asymmetry and adverse selection. In the corporate context, managers
and firms typically possess insider knowledge about the company’s financial health,
strategic decisions, and future prospects that outside parties such as investors,
creditors, and stakeholders do not. To bridge this gap, companies send signals
through their actions, disclosures, or financial policies. External parties then
interpret these signals as indicators of the firm’s performance, credibility, and long-
term potential.

Within corporate finance, signaling theory is reflected in various managerial
decisions. For instance, the use of short-term debt can serve as a positive signal of
managerial confidence and the firm’s ability to manage risks effectively, thereby
strengthening market trust (Al Hasoon et al., 2025). Similarly, dividend distribution
is often viewed as a signal of financial stability and profitability, even under adverse
macroeconomic conditions. From a macroeconomic perspective, factors such as
inflation, interest rates, liquidity, and leverage shape how these signals are
interpreted. High inflation, for example, usually reduces purchasing power and
heightens uncertainty. However, when companies maintain consistent dividend
payouts or continue expansion strategies during inflationary periods, they send a
strong signal to the market that they are resilient and capable of sustaining growth.

The timing and transparency of financial reporting also play a signaling role.
Farajzadeh et al. (2025) highlight that in volatile conditions, timely disclosure of
financial statements reassures investors and conveys managerial competence.
Moreover, leverage and liquidity levels also act as important signals. Dehghan et al.
(2024) emphasize that these financial indicators not only affect firms’ risk-taking
behavior but also influence how stakeholders perceive their stability and reliability.
Likewise, Al Hasoon et al. (2025) argues that the strategic use of short-term debt
and leverage communicates managers’ ability to manage interest rate fluctuations
and financial risks. Signaling theory offers a powerful lens for understanding how
firms communicate their strength and credibility, particularly in environments
characterized by uncertainty, inflation, interest rate fluctuations, and liquidity
constraints. Through financial decisions and disclosures, firms attempt to reduce
information gaps and enhance trust among stakeholders.

2.2. The Determinants of Profitability

According to Brigham and Houston (2020), profitability is considered one of the
key indicators for evaluating the extent to which management effectively utilizes
company resources to generate profits. Several factors can impact profitability, both
for the company and the broader macroeconomic environment. Some of these factors
include inflation, interest rates, leverage, and liquidity. Inflation is a condition
characterized by a widespread and sustained increase in prices across an economy
(Inrawan et al., 2024)). Based on signaling theory, which emphasizes the importance
of information released by companies for investors, inflation is an economic
phenomenon that indicates a sustained increase in general price levels. Signaling
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theory suggests that if inflation occurs in a developing country, it will lead to long-
term changes in economic and social development.

Inrawan et al. (2022) suggests that inflation has a negative impact on profitability.
Research conducted by Fialis (2021) suggests that inflation hurts profitability. These
results align with research conducted by Artikanaya (2024), which suggests that
inflation hurts profitability. According to Inrawan et al. (2024), interest rates can be
defined as the cost incurred as a result of borrowing funds or the price that must be
paid to obtain the right to use a certain amount of money for a specified period.
According to signaling theory in the Financial Economics literature, which has
extensively discussed the impact of changes in the discount rate (cost of capital), high
interest rates will also increase the cost of capital borne by companies.

Inrawan et al. (2022) found that interest rates have a negative and significant
effect on profitability. This finding aligns with research conducted by Putri et al.
(2024), which found that interest rates hurt profitability. Leverage is a term used to
describe a company’s debt and is measured by dividing the total debt ratio by the
total equity (Daruwala, 2023). From a signaling theory perspective, a company’s
decision to use leverage can be interpreted as a signal to investors about its financial
health. Companies with high levels of leverage indicate significant financial risk,
which can negatively impact their financial performance. Research conducted by
Afrianti and Purwaningsih (2022) found that leverage hurts profitability. This
finding is supported by Anisa and Febyansyah (2024), who stated that leverage hurts
profitability.

Liquidity itself refers to the extent to which assets can be quickly and easily
converted into cash without experiencing a significant decrease in value (Suwitho
& Putri, 2020). In signaling theory, this condition can be interpreted as a signal that
the company 1is efficiently managed and has good growth prospects, potentially
increasing the company’s value in the eyes of investors. Research conducted by
Simatupang et al. (2022) found that liquidity has a positive effect on profitability.
This research is supported by Raflie and Ikhsan (2024), who stated that liquidity
has a positive effect on profitability.

H1: Inflation has a significant negative impact on profitability.

He: Interest rates has a significant negative impact on profitability.
Hs: Leverage has a significant negative impact on profitability.
H4: Liquidity has a significantly positive impact on profitability.

2.3 Company Size as a Moderating Variable

Company size is an indicator that reflects the scale of a company’s operations,
which can be measured using variables such as market capitalization, total assets,
and total sales (Ningrum & Pertiwi, 2025). According to signaling theory, firm size
can moderate the effect of inflation on profitability by emphasizing the uniformity of
market responses to inflationary pressures. In this context, both large and small
firms in the property sector send similar adaptation signals to the market when
facing inflation, such as adjusting property prices, increasing policy transparency,
and improving access to technology (Nugrahaeni & Nugraeni, 2024). Signaling
theory explains that when adaptation signals (such as pricing policies or supply chain
management) become industry standards, firm size strengthens its differentiating
power as a moderator. Research by Saputra et al. (2024) and Yulianti and Suharto
(2025), suggests that firm size can moderate the effect of inflation on profitability.

According to signaling theory, firm size can moderate the effect of interest rates
on profitability by emphasizing the role of information asymmetry and signal
credibility in the property market. Large firms tend to have a more substantial
capacity to send credible financial signals to investors and creditors when facing
interest rate increases, through access to alternative funding, stable dividend
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policies, and transparent financial reporting (Fialis, 2021). The results of research
conducted by Artikanaya (2024) and Saputra et al. (2024) suggest that interest rates,
moderated by company size, have a statistically significant and negative impact on
profitability.

The relationship between leverage and profitability is non-linear. Optimal
leverage can increase profitability through tax shields and business expansion;
however, excessive leverage will decrease profitability due to high interest expenses
and increased financial risk (Simatupang et al., 2022). Setiawan and Suwaidi (2022)
and Ramadhani et al. (2025) suggests that company size moderates and controls the
relationship between leverage and profitability.

The relationship between liquidity and profitability follows a trade-off pattern.
Adequate liquidity is necessary to ensure operational continuity, but excessive
liquidity can reduce profitability due to the opportunity cost of idle funds (Suwitho
& Putri, 2020). The hypothesis regarding the moderating eftect of company size on
liquidity on profitability can be linked to signaling theory, which explains how
companies convey information to external parties, including investors and creditors,
through various financial indicators. According to this theory, liquidity can serve as
a signal about a company’s financial health. Companies with high liquidity tend to be
perceived as more stable and capable of meeting short-term obligations, thereby
increasing investor confidence and potentially boosting profitability (Afrianti &
Purwaningsih, 2022). Some research indicates that firm size moderates the
relationship between liquidity and profitability (Setiawan & Suwaidi, 2022;
Ramadhani et al., 2025)

H5: Company size moderates the effect of inflation on profitability.
Heé: Company size moderates the effect of interest rates on profitability.
H7: Company size moderates the effect of leverage on profitability.
Hs8: Company size moderates the effect of liquidity on profitability.

H1
Inflation
Interest H2 .
Profitability
Hs
Leverage
H4
Liquidity Hs5, He, H7, HS
(Moderating Effect)

Company Size

Figure 1. Research Framework

Figure 1 illustrates that this research framework is based on the concept that both
macroeconomic factors and company-specific conditions influence the profitability of
property companies listed on the IDX. Inflation and interest rates are expected to
have a negative impact, as they reduce purchasing power and increase financing and
operational costs. Similarly, higher leverage is anticipated to lower profitability due
to greater financial burdens, while stronger liquidity is expected to support
profitability by providing flexibility in meeting obligations and funding operations.
Beyond these direct effects, company size is considered a moderating factor, assumed
to strengthen the relationship between these variables and profitability, as larger
firms typically have more resources, bargaining power, and resilience to withstand
external pressures compared to smaller firms.
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3. Methods

This study employs a quantitative approach grounded in the principles of
positivism. The causal associative method aims to uncover causal relationships
between variables, where the independent variable serves as a determining factor for
the dependent variable. This study used secondary data from the official IDX website
and the official websites of property companies, including the annual financial
reports of property companies listed on the Indonesia Stock Exchange (IDX) for the
years 2020-2024. The study was conducted in 2025. The population of this study
was 94 companies. A portion of the population taken to represent the object is called
a sample. A sample is a representation of a portion of the population that reflects its
main characteristics. This study employed a purposive sampling technique. The
results of the sample determination described above yielded 14 property companies
that met the sample criteria. Each property company was monitored for five years,
resulting in a total of 65 financial reports used in this study. This technique
encompasses various approaches, including surveys, interviews, observations,
experiments, and data collection from documentary sources, with a focus on ensuring
data validity, reliability, and accuracy to yield reliable research results. This study
employed a documentary method in data collection, utilizing secondary data sources,
including the annual financial reports of property companies listed on the Indonesia
Stock Exchange (IDX), for the period 2020-2024, for analysis purposes. The data
analysis methods employed in this study included descriptive statistics, classical
assumption tests, and hypothesis testing. Data analysis was conducted using
Microsoft Excel and SPSS (Statistical Package for the Social Sciences). Microsoft
Excel was used to collect data from each variable for input into SPSS.

4. Results

Table 1 shows the descriptive analysis of all variables. The profitability variable
(Y), measured using ROA, shows considerable variation. A minimum value of -3.75
indicates that several companies have relatively low financial performance in
generating profits. Thus, although most companies demonstrate good performance,
there are several companies with low returns on assets, indicating heterogeneity
(diversity) in asset management performance among these companies. The inflation
variable (X1), measured using the CPI, shows extreme fluctuations (a standard
deviation of 93.136269, which nearly equals the mean), indicating that the study
period encompasses both stable periods and periods of high inflation. The maximum
value of 294,650 may represent a specific period of economic crisis. The interest rate
variable (X2), measured using the SBI interest rate, shows quite variable results but
tends to be at a moderate level (approaching 5%). The standard deviation of 1.108560
indicates relatively stable interest rate movements. The leverage variable (X3),
measured using the DER, indicates that the debt-to-equity ratio varies significantly,
with some companies being very conservative (minimum 0.1438) and others being
aggressive in borrowing (maximum 2.927). The mean value of 0.91963 indicates
that, on average, companies have debt nearly equal to equity. The liquidity variable
(X4), measured using the CR, shows extreme variation, with some companies being
nearly illiquid (0.257) while others are highly liquid (10.526). The mean value of
3.33078 is above the industry standard (usually 2), indicating that the property
companies in the sample generally maintain high liquidity. The company size
variable (Z), which is measured using total assets, shows that the companies in the
sample are relatively homogeneous in size (standard deviation is only 0.718130) with
minimum-maximum differences that are not too extreme.

Table 1. Descriptive Statistics
Variable N Min Max Mean Std. Deviation
Profitability 65 -0.375 0.348 -.02529 0.089566
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Inflation 65 47.870 294.650  115.04800 93.136269
Interest Rate 65 3.500 6.000 4.95000 1.108560
Leverage 65 0.143 2.927 -.91963 0.653042
Liquidity 65 0.257 10.526 3.83078 2.435492
Company Size 65 29.394 31.616 30.85134 0.718130

Table 2. Normality Test

Test Value
Test Statistic 0.097
Asymp. Sig (2-tailed) 0.200

Normality tests were conducted to determine whether the research data were
normally distributed. If the significance value is more than 0.05, then the data is
declared to be normally distributed. Based on Table 2, the significance value obtained
1s 0.200 > 0.05, so it is concluded that the data is normally distributed.

Table 3. Multicollinearity Test

Variable Tolerance VIF
Inflation 0.755 1.324
Interest Rate 0.859 1.165
Leverage 0.493 2.028
Liquidity 0.455 2.199
Company Size 0.726 1.378

The multicollinearity test was used to find out if there was a strong relationship
between independent variables in the regression model. A good model should be free
of the symptoms of multicollinearity. The indicators used are tolerance and VIF
values. The data is declared free of multicollinearity if the Tolerance value is > 0.1
and the VIF value is < 10. According to Table 3, the tolerance value for all variables
is > 0.10 with VIF < 10, so it is concluded that multicollinearity does not occur.

Table 4. Runs Test

Test Unstandardized Residual Value

Test Value -0.00093

Cases < Test Value 25

Cases >= Test Value 25

Total Cases 50

Number of Runs 26

Z 0.000

Asymp. Sig. (2-tailed) 1.000

Run tests are used to see whether the research data is random or not. The random
data showed that the residual in the regression model did not have a specific pattern,
so the model was considered valid. The decision-making criterion is that if the
significance value > 0.05, it can be said to meet the run test. According to Table 4,
the significance value is 1,000 > 0.05, so it is concluded that there is no
autocorrelation.
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Figure 2. Scatter Plot for Heteroscedasticity Test

The heteroscedasticity test was performed to see if there was a residual variance
imbalance in the regression model. In the form of a scatterplot diagram, the
symptoms of heteroscedasticity are evident when the residual points form a specific
pattern. The data is said to be heteroscedasticity-free if the dots are spread randomly.
According to Figure 2, it is evident that there is no clear pattern, and the points are
spread above and below the y-axis value of 0, indicating that heteroscedasticity does
not occur.

Table 5. Multiple Linear Regression Analysis Test Results

Variable B Std. Error Std Coef. Beta T-Statistic Sig.
Constanta 0.014 0.011 1.201 0.236
Inflation 6.788E-7 0.000 0.008 0.028 0.978
Interest Rate 0.002 0.002 0.119 1.155 0.254
Leverage -0.010 0.004 -0.328 -2.518 0.015
Liquidity 0.005 0.001 0.453 3.139 0.003

Based on the results of the multiple linear regression analysis in Table 5, the
research regression equation is as follows:

Y = 0.014 + 0.00000006788 X1 + 0.002 X2 —0.010 X3 + 0.005 X4 + e

The direction of measurement for variables Inflation (X1), Interest rate (X2), and
Liquidity (X4) is positive, while Leverage (X3) has a negative direction of influence.
The multiple linear regression equation above explains that A constant value of
0.014 means that if variables X1, X2, X3, and X4 are held constant, then Y has a
value of 0.014. The regression coefficient for Inflation (X1) is positive, at 6.79 x 10"
(-7). This means that if there is an increase in variable X1, while all other variables
are held constant, variable Y will increase by 6.79 x 10" (-7). The regression
coefficient of the Interest Rate (X2) is 0.002. This means that if there is an increase
in variable X2, while all other variables are held constant, then variable Y will
increase by 0.002. The regression coefficient of Leverage X3 is -0.01. This means
that if there is an increase in variable X3, while all other variables are held constant,
then variable Y will decrease by 0.01. The regression coefficient of Liquidity X4 is
0.005. This means that if there is an increase in variable X4, while other variables
are held constant, then variable Y will increase by 0.005.

Based on Table 5, the results of the hypothesis testing are presented below. The
inflation (X1) variable has a t-value of 0.028, with a significance level of 0.978, which
is greater than 0.05; thus, H1 is rejected. The interest rate (X2) variable has a t-value
of 1.155 with a significance level of 0.254, which is greater than 0.05; thus, H2 is
rejected. The leverage (X3) variable has a t-value of -2.518 with a significance level
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of 0.015, thus concluding that H3 is accepted. The liquidity (X4) variable has a t-
value of 8.139 with a significance level of 0.003, thus concluding that H4 is accepted.

Table 6. Moderated Regression Analysis Result

Interaction Variables Sig. Information
Inflation * Company Size (X1*Z) 0.675 Hs5 Rejected
Interest Rate * Company Size (X2*Z) 0.086 Hé6 Rejected
Leverage * Company Size (X3*Z) 0.852 H7 Rejected
Liquidity*Company Size (X4*Z) 0.044 H8 Accepted

Based on Table 6, it is evident that the significant value for the interaction of
inflation variables with company size (X1*Z) is 0.675, which is greater than 0.05.
Therefore, H5 is rejected, indicating that company size cannot moderate the effect
of inflation on profitability. Meanwhile, the interaction of the interest rate variable
with company size (X2*Z) showed a significant value of 0.086 > 0.05, so H6 was
rejected, indicating that company size could not moderate the effect of interest rate
on profitability. The significant value of the interaction variable (X3*Z) is 0.852 >
0.05, so H7 is rejected in the sense that company size cannot moderate the effect of
leverage on profitability. On the other hand, the significance value of the liquidity
variable with company size (X4*Z) shows the number 0.044 < 0.05, then HS8 is
accepted in the sense that company size can strengthen the effect of liquidity on
profitability.

Table 7. R Square Result

Test Value

R 0.777

R Square 0.604

Adjusted R Square 0.527
Std. Error of the Estimate 0.01406

According to Table 7, the adjusted R-squared value is 0.527. It means that
variables X1, X2, X3, X4, Z, X1*Z, X2*Z, X3*Z, X4*Z explain the profitability
variable by 52.7%. While the remaining 47.3% is explained by other variables not
studied.

5. Discussion

The results indicate that inflation had no significant impact on the profitability
of property companies listed on the IDX between 2020 and 2024, with a coefficient
of 0.028 and a significance value of 0.978 (p> 0.05), thereby rejecting H1. This
finding suggests that fluctuations in inflation do not directly impact profitability, as
the property sector’s long-term operating cycle and price adjustment mechanisms
allow companies to anticipate rising costs and maintain stable margins (Rahmadani,
2020; Inrawan et al., 2024). Similarly, several studies also reported that inflation does
not significantly influence profitability in property companies (Suriani et al., 20109;
Rahmadani, 2020; Khotijah et al., 2020; Inrawan et al, 2024; Nugrahaeni &
Nugraeni, 2024; Putri et al., 2024).

The results indicate that interest rates had no significant effect on the profitability
of property companies listed on the IDX from 2020 to 2024, with a coefficient of
1.155 and a significance value of 0.254 (>0.05), leading to the rejection of H2. This
finding is consistent with prior studies that have shown interest rates do not affect
profitability in the property sector (Khotijah et al., 2020; Fialis, 2021; Nugraha &
Manda, 2021). The property industry’s long-term, project-based nature means that
the impact of interest rate fluctuations tends to emerge gradually over time.
Companies often mitigate financing risks through unconventional funding, debt
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issuance, or strategic partnerships. In addition, gradual price adjustments and
flexible payment schemes help absorb the pressure of high-interest costs, allowing
firms to maintain stable profit margins (Inrawan et al., 2024).

The results indicate that leverage had a significant negative impact on the
profitability of property companies listed on the IDX from 2020 to 2024, with a
coefficient of —2.518 and a significance value of 0.015 (<0.05), thereby supporting
Hs. This finding is consistent with previous studies that also found leverage to
reduce profitability in the property sector (Afrianti & Purwaningsih, 2022; Ramli &
Yusnaini, 2022; Anisa & Febyansyah, 2024; Saputra & Ardiles, 2024; Aulia et al,,
2024). High debt levels signal weaker financial health, especially in the context of
rising interest rates from 2022 to 2024, which heightened investors concerns about
firms’ ability to manage their obligations. In line with signaling theory, these results
highlight how capital structure decisions not only influence financial outcomes but
also shape market perceptions of a company’s quality and long-term prospects.

The results indicate that liquidity has a significant positive effect on the
profitability of property companies listed on the IDX from 2020 to 2024, with a
coefficient of 8.139 and a significance value of 0.003 (<0.05), thereby supporting H4.
This finding aligns with previous studies that have also reported a positive
relationship between liquidity and profitability in the property sector (Kusumawati,
2021; Simatupang et al., 2022; Afrianti & Purwaningsih, 2022; Setiawan & Suwaidi,
2022; Aulia et al., 20245 Anisa & FFebyansyah, 2024,). Strong liquidity reflects effective
management of current assets, enabling property companies to operate smoothly,
finance investments, and meet short-term obligations without disruption. This
stability not only prevents operational risks associated with cash shortages but also
provides a solid foundation for sustaining profitability and supporting long-term
growth (Inrawan et al., 2024).

The MRA test results in model 2 (X1¥Z) show a significance value of 0.675
(>0.05), indicating that company size does not moderate the effect of inflation on the
profitability of property companies listed on the IDX, thus rejecting H5. This
suggests that even larger firms remain vulnerable to inflationary pressures, as rising
material costs, wages, and loan interest rates impact profitability regardless of scale.
Given the property industry’s capital-intensive and long-term nature, profitability is
more strongly driven by market demand and government policy than by company
size alone. As a result, the systemic effects of inflation may be too dominant to be
offset by firm size, which is consistent with the findings of Asmeri et al. (2022) and
Putri et al. (2024).

The MRA test results in model 2 (X2*Z) yield a significance value of 0.086
(>0.05), indicating that company size does not moderate the effect of interest rates
on the profitability of property companies listed on the IDX, thus rejecting H6. This
indicates that the property sector’s high sensitivity to interest rates makes the impact
systemic, affecting both large and small firms equally, as rising interest rates raise
capital costs and weaken consumer purchasing power, thereby reducing demand and
margins (Saputra et al., 2024). In line with signaling theory, company size fails to
act as a mitigating signal, as market attention is more focused on macroeconomic
risks than on firm scale. These findings are consistent with those of Asmeri et al.
(2022) and Putri et al. (2024), both of which conclude that company size does not
moderate the relationship between interest rates and profitability.

The MRA test results for model 2 (X3*Z) show a significance value of 0.852
(>0.05), indicating that company size does not moderate the eftect of leverage on the
profitability of property companies listed on the IDX, thus rejecting H7. From the
perspective of signaling theory, leverage acts as a strong negative signal of financial
risk, particularly in the property sector, which is highly sensitive to economic cycles
(Inrawan et al., 2024). In this case, firm size is insufficient to offset the market’s
negative perception of high debt levels, as signals from capital structure tend to be
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more influential than firm scale in shaping investors’ views of profitability (Aulia et
al., 2024). These findings are consistent with prior research, which shows that
company size cannot moderate the relationship between leverage and profitability in
property companies (Kriswanto & Munandar, 2022; Mawarni, 2025; Ningrum &
Pertiwi, 2025).

The MRA test results for model 2 (X4*Z) show a significance value of 0.044
(<0.05), indicating that company size moderates the effect of liquidity on the
profitability of property companies listed on the IDX, thus accepting H8. In model
1, liquidity had a positive and significant effect, and with the moderating role of
company size, this effect was further strengthened. Larger firms generally enjoy
better access to funding and more efficient cash management, enabling them to
channel liquidity into strategic investments and project development, which boosts
profitability (Nuraini & Suwaidi, 2022). Their broader operational scale also allows
more effective use of liquidity through diversification and stronger bargaining power
with suppliers and buyers, creating synergies that enhance performance (Kriswanto
& Munandar, 2022). These findings are consistent with those of Setiawan and
Suwaidi (2022), Ramadhani et al. (2025), and Ningrum and Pertiwi (2025), who also
found that company size can moderate the relationship between liquidity and
profitability.

6. Conclusion

The findings reveal that neither inflation nor interest rates have a significant
impact on profitability, indicating that these hypotheses were rejected. In contrast,
leverage was found to have a significant negative impact on profitability, while
liquidity had a positive effect, supporting both hypotheses. Regarding the
moderating role of company size, the results indicate that firm size does not influence
the relationship between inflation, interest rates, or leverage and profitability,
thereby rejecting these hypotheses. However, company size was found to strengthen
the effect of liquidity on profitability, confirming the final hypothesis.

This study is limited to property companies listed on the IDX from 2020 to 2024,
which may restrict the generalizability of the findings to other sectors or periods
with different macroeconomic conditions. The results have important implications
for both managers and investors. While inflation and interest rates were not found
to significantly affect profitability, leverage consistently reduced it and liquidity
enhanced it, suggesting that internal financial management plays a more critical role
in sustaining performance than external macroeconomic factors. For practitioners,
these findings underscore the importance of maintaining optimal capital structures
and liquidity positions to enhance profitability and investor confidence. Future
research could be expanded by incorporating other moderating variables, such as
corporate governance mechanisms, ownership structures, or innovation strategies,
as well as examining cross-sectoral or cross-country comparisons to capture broader
dynamics and provide deeper insights into how firms can strategically respond to
macroeconomic challenges.
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