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ABSTRACT 

	Aims: This study aims to analyze the effect of Profitability and Stock Return on Stock Price Valuation, with Dividend Policy as a moderating variable.	Comment by SUMAN KM: Abstract always should be in a single, concise paragraph only. Remove the headings and rewrite the abstract
Study design:  This research employed a descriptive quantitative design
Place and Duration of Study: The study was conducted on financial sector companies listed in Indonesia during the period 2021–2024.
Methodology: Purposive sampling was used to select 12 financial sector companies. Data were analyzed using SPSS version 26, focusing on the relationships between Profitability, Stock Return, and Stock Price Valuation, with Dividend Policy as a moderating variable.
Results: The findings indicate that Profitability has a significant effect on Stock Price Valuation (p < 0.05), and Stock Return also has a significant effect on Stock Price Valuation (p < 0.05). However, Dividend Policy does not moderate the relationship between Profitability and Stock Price Valuation, nor between Stock Return and Stock Price Valuation.
Conclusion: Profitability and Stock Return are important determinants of Stock Price Valuation, while Dividend Policy does not play a moderating role in these relationships. These results provide insights for investors and financial managers in assessing stock price dynamics.
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1. INTRODUCTION 

The capital market is part of the financial system that facilitates the meeting of two parties who need funds with those who have funds. The capital market facilitates is where the buying and selling of various types of financial instruments, such as stocks, bonds, mutual funds, and other financial instruments, occurs (Che Hassan et al., 2023). Here, investors can engage in various types of buying and selling related to financial instruments with the aim of obtaining profits in the form of capital gains or dividends distributed at the General Meeting of Shareholders (Lubis et al., 2024). Profitability is a ratio that assesses or compares a company's ability to generate profits from sales, assets, and equity based on certain measurements. This is one of the important factors for companies in assessing how far a company can maximize the use of resources and assets to generate profits, which can influence dividend distribution to investors (Ayuningsih, 2023; Lalevic & Selma, 2022; Tinungki et al., 2022). EPS (Earnings per Share) can be used by companies to measure the level of profitability, providing an overview of the company's performance in generating profits (Popa et al., 2022). Stock investment carries a very high risk if investors are not careful in managing their capital (Cheng et al., 2024). Therefore, selecting an investment sector is crucial for investors, as it will determine whether they will achieve profit or loss. For investors, stock returns are a key factor because they can measure the performance of their chosen company, thus determining their next investment steps (Al-sumaiti et al., 2020; Rukmana et al., 2020). The development of a company's stock returns allows investors to infer the company's financial performance. Furthermore, high stock returns are much more attractive to investors, as this is their primary goal in investing (Keskin et al., 2020; Peng et al., 2022).
Analyzing the development of a company's stock returns can help investors infer the company's performance. Furthermore, in pursuit of high stock returns, investors can analyze which companies have high profits, thereby achieving their desired returns (Blanco, 2023). According to Reshetnikova et al., (2020), dividend policy is a company's policy regarding whether profits will be distributed to shareholders in the form of dividends or retained by the company as retained earnings, which will be used to finance future investments. Furthermore, the percentage of a company's profits distributed to shareholders depends on each company's policy. Dividends are distributed after shareholder approval at the GMS (General Meeting of Shareholders) (Reshetnikova et al., 2020).
Share price valuation is considered crucial in the capital market, as it requires a comparison between intrinsic value and the actual share price. If the market price of a stock is higher than its intrinsic value, the stock is considered overvalued, while if the price is below its intrinsic value, the stock is considered undervalued (Jezkova et al., 2020; Moro-visconti & Rambaud, 2020). Research conducted by Trong (2025) revealed that DER has no direct effect on dividend policy or stock price, and conversely, ROA has a direct effect on both dividend policy and stock price. This study also revealed that EPS or dividend policy have has no direct effect on stock price, and dividend policy does not mediate the effect of the debt-to-equity ratio on stock price . Furthermore, stock price increases do not reflect the debt-to-equity ratio through dividend policy.
Research by Li et al., (2020) revealed that liquidity negatively affects stock price, while dividend policy and profitability influence stock price. Research conducted by Rabah & Shammout (2020) revealed that ROA and DPR do not have a significant effect on stock prices, but EPS has a significant effect on stock prices. 

2. material and methods 

This study employed a descriptive quantitative approach with a descriptive approach. Quantitative descriptive research describes, examines, and explains something being studied, drawing conclusions from an observed phenomenon using numbers (Nair & Prem, 2020). This study utilized secondary data from the financial sector listed on the Indonesia Stock Exchange for the period 2021-2024, obtained through the official websites https://stockbit.com/ and https://www.idx.co.id/id. The population included all financial sector companies listed on the Indonesia Stock Exchange (IDX). A purposive sampling method was used to select samples from this population, applying specific criteria.
Table 1. Sampling Criteria
	No
	Criteria
	number of companies

	1
	Financial Sector Companies Listed on the Indonesia Stock Exchange during 2021-2024
	105

	2
	Financial Sector Companies that did not distribute dividends regularly during 2021-2024
	(93)

	3
	Financial Sector Companies that do not conform to the author's variables during 2021-2024
	(0)

	Number of Samples in a Year
	12

	Number of Samples During the Observation Year
	48



The data analysis method used in this study was descriptive analysis, along with classical assumption tests, including normality tests, multicollinearity tests, and heteroscedasticity tests. Hypothesis testing was then conducted to answer the proposed hypotheses: H1: Profitability has a positive effect on stock prices; H2: Stock returns have a positive effect on stock prices; H3: Dividend policy moderatesmoderates’ profitability on stock price valuation; and H4: Dividend policy moderates stock returns on stock price valuation. 

3. results and discussion

Based on the descriptive test results, the higher the standard deviation value for a variable, the greater the variation in the variable's level, followed by minimum and maximum values indicating the lower and upper limits of the variable. The results of the classical assumption test, including the Kolmogorov-Smirnov (KS) test, showed a 2-tailed Asymp. Sig. value of 0.196, which is greater than the specified significance level of 0.05. Therefore, it can be concluded that the data are normally distributed (Ghozali, 2014). Multicollinearity test results are used to determine the correlation between independent variables. The standards used in this study to determine the presence or absence of multicollinearity symptoms focus on the Variance Inflation Factor (VIF) and Tolerance values in the collinearity statistics table. 
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Based on the multicollinearity results above, there is no correlation between the variables. This is because all tested variables have a tolerance value > 0.1 (approaching 1) and a Variance Inflation Factor (VIF) value <10 (Ghozali, 2014).
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chart 2 Autocorrelation Test Results

The next step is the autocorrelation test to determine whether autocorrelation occurs. This can be done by looking at the Durbin Watson (DW) value in the Model Summary table. Based on the autocorrelation test results below, an additional test was performed using the Cochcrane-Orcutt method. Because the previous autocorrelation test showed that the Durbin Watson value was smaller than the DU and DL values, an autocorrelation test using the Cochcrane-Orcutt method was necessary. The Cochrane-Orcutt method can be used to correct a problem when a regression result shows signs of autocorrelation (Bottomley et al., 2023). Based on the autocorrelation test results above, the DU value is 1.631 and the DL value is 1.4500, so it can be concluded that there are no signs of autocorrelation because the DU value <DW <4-DU.
Hypothesis Testing
R2 Coefficient of Determination Test (Regression Model I)
The coefficient of determination test is a method used to determine the influence between the independent and dependent variables
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chart 3.  Results of the Coefficient of Determination Test (Model I)

[image: ]Based on the above results, the Adjusted R Square value is 0.242, meaning that approximately 24.2% of the dependent variable's influence can be explained by the independent variables in the regression model.

chart 4.  Results of the Coefficient of Determination Test (Model II)
Based on the results above, the Adjusted R Square value is 0.339, so there is an increase of around 33.9% from regression model I, which means that the moderating variable (dividend policy) is able to contribute significantly to the dependent variable.
Table 2. Results of Model I, T-Test
	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	.705
	.018
	
	40.273
	.000

	
	Profitabilitas
	-.030
	.010
	-.402
	-3.154
	.003

	
	Return Saham
	.000
	.000
	.369
	2.899
	.006

	a. Dependent Variable: Valuasi Harga Saham


Based on the results of the T Test, Profitability has a calculated T value of 3.154 which is greater than the T table of 1.67722 and a significance value of 0.003 which is smaller than 0.05, which means that the alternative hypothesis (H1) is accepted. This shows that the Profitability variable has a significant effect on Stock Price Valuation, then for Stock Returns it has a calculated T of 2.899 which is greater than the T table of 1.67722 and a significance value of 0.006 which is smaller than 0.05, which means that the alternative hypothesis (H2) is accepted. This shows that the Stock Return variable has a significant effect on Stock Price Valuation.
	Table 3. Results of Model II, T-Test
Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	.749
	.028
	
	27.008
	.000

	
	Profitabilitas
	-.025
	.019
	-.337
	-1.297
	.202

	
	Return Saham
	.000
	.000
	-.396
	-.942
	.352

	
	Kebijakan Dividen
	-.001
	.001
	-.577
	-2.168
	.036

	
	Profitabilitas*Kebijakan Dividen
	-1.708E-5
	.000
	-.015
	-.041
	.968

	
	Return Saham*Kebijakan Dividen
	1.238E-5
	.000
	.907
	1.977
	.055

	a. Dependent Variable: Valuasi Harga Saham


The results of the T-test regression model II variable X1.Z (Profitability * Dividend Policy) hashave a calculated T value of 0.041 smaller than the T table of 1.67722 and a significance value of 0.968 greater than 0.05. From these results it can be concluded that the moderating variable X1 * Z does not have a significant influence on the dependent variable, so the alternative hypothesis (H3) is rejected. Then the variable X2.Z (Stock return * Dividend Policy) has a calculated T value of 1.977 greater than the T table of 1.67722 and a significance value of 0.055 greater than 0.05. From these results it can be concluded that the variable X2 * Z does not have a significant influence on the dependent variable, so the alternative hypothesis (H4) is rejected.

4. Conclusion

Based on the research results and data processing, it is concluded that profitability has a significant influence on stock price valuation. Therefore, if a company's profitability is high, it will affect its stock price valuation. This is also followed by stock returns, which have a significant influence on stock price valuation. High profitability leads to high returns, which in turn influences stock price valuation. However, the moderating variable, dividend policy, was unable to moderate the effect of profitability on stock price valuation. Similarly, dividend policy was unable to moderate profitability on stock price valuation.
The findings of this study contribute to the existing literature and can serve as a valuable reference for future research in this area. The researchers hope that the above research results will broaden horizons and knowledge and serve as a reference for future researchers. Future researchers interested in conducting similar research are advised to consider adding relevant X and Z variables, as well as expanding sampling across sectors and timeframes to obtain more comprehensive and informative results 
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