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Introduction

The capital market plays a pivotal part in bolstering the economic framework of a nation. The
capital market serves as a platform for individuals or entities with surplus funds and those seeking
financial resources to convene and engage in the buying and selling of assets. Typically, securities
subject to trading have a duration exceeding one year, such as equities and fixed-income instruments.
The incursion of Russia into Ukraine in 2022 had a distinct influence on various sectors in Indonesia,
notably the mining industry. The invasion resulted in an interruption of natural gas and oil supplies
from Russia, leading to an increased demand for Indonesian mining commaodities, namely coal, given
Russia’s significant role as a prominent worldwide provider of these resources. The scenario above
has a favorable effect on mining enterprises in Indonesia. An illustration of this phenomenon can be
observed in the case of Low Tuck Kwong, the esteemed founder of Bayan Resources. It is noteworthy
that during a period in which the stock price of Bayan Resources (BYAN code) had a significant surge
on the Indonesia Stock Exchange, Mr. Low Tuck Kwong concurrently ascended to become the
wealthiest individual in Indonesia.

Prudent deliberation is required while making investments in the stock market. To obtain
reliable insights, one must possess precise and comprehensive knowledge of the magnitude of the
association between various factors that catalyze fluctuations in a company's stock prices. Investors
should employ their understanding of stock valuation principles to inform their investment decisions.
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The price-to-book value (PBV) metric is calculated by dividing the market price per share by the
book value per share. The ratio above pertains to comparing the market value of an investment in a
firm and its corresponding cost. The concept of PBV, or Price-to-Book Value, also measures a
company's ability to generate value concerning its invested capital. A high price-to-book value (PBV)
ratio signifies that the market value of a company's stock exceeds its book value, indicating that
investors are willing to pay a premium for each unit of the company's book value (overvaluation). On
the contrary, a low price-to-book value (PBV) ratio indicates that the prevailing market price of a
company's stock is lower than its book value. This implies that investors are willing to pay less per
unit of the company's book value, suggesting an undervaluation. The mining industry's price-to-book
value (PBV) metric also demonstrated its efficacy in attaining corporate valuation within the time
frame spanning from 2020 to 2022.

Table 1: Price to Book Value of Mining Sector Companies Listed on the Indonesia Stock Exchange (IDX) for the
Years 2020-2022

No. CODE PBV Average
2020 2021 2022

1 ADRO 0,87 1,22 1,3 1,13
2 PGAS 1,27 0,93 1,03 1,08
3 PTBA 1,93 1,30 1,48 1,57
4 ITMG 1,3 1,33 1,43 1,35
5 HRUM 1,5 4,2 1,9 2,53
6 MEDC 1,03 0,77 1,04 0,95
7 INDY 0,93 0,74 0,76 0,81
8 ELSA 0,69 0,53 0,55 0,59
9 BYAN 4,4 3,5 23,49 10,46
10 MYOH 1,58 1,92 1,51 1,67
11 DOID 0,82 0,6 0,65 0,69
12 ENRG 0,17 0,3 0,34 0,27
13 PTRO 0,65 0,5 0,59 0,58
14 BSSR 1,65 2,97 3,27 2,63
15 RAJA 0,75 0,53 2,59 1,29
16 socl 0,37 0,26 0,22 0,28
17 MBAP 1,69 1,55 2,4 1,88
18 BIPI 0,52 0,5 1,37 0,80
19 SMMT 0,66 0,63 0,78 0,69
20 SGER 5,29 5,47 2,46 4,41
21 TOBA 1,27 2,18 0,92 1,46
22 KKGI 1,13 0,94 1,04 1,04
23 GEMS 3,07 10,4 4,78 6,08
24 MBSS 0,4 0,85 0,86 0,70
25 ITMA 0,2 0,27 0,15 0,21
Average 1,37 1,78 2,28

The mining sector plays a crucial role in the Indonesian economy, substantially influencing the
nation’'s overall economic expansion. Companies encounter many intricate issues within the mining
sector, particularly about effectively managing their capital structure and assets. The debt-to-debt
ratio and return on investments are significant indicators when assessing the financial well-being of
mining enterprises. The payable-debt ratio is the proportion of a company's outstanding debt to its
accounts receivable. The ratio above indicates the extent to which the company relies on external
sources of financing and its proficiency in effectively managing its receivables. Conversely, the return
on assets metric suggests the company's effectiveness in utilizing its assets to create income. A
favorable return on assets can enhance the market valuation concerning a company's book value.

The primary objective of this study is to address the existing gap in knowledge by conducting a
correlation analysis between the debt-to-debt ratio and return on assets in connection to the market
value relative to the book value of enterprises operating within the Indonesian mining sector. The
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anticipated outcomes of this study are poised to enhance comprehension of the determinants that
impact the market assessment of mining enterprises in Indonesia, hence furnishing significant
perspectives for both corporate leadership and investors.

Research Design and Methodology

The present study employs a quantitative methodology and an associative data analysis strategy.
Associational research offers a complete perspective on the correlation between a given variable and
other phenomena. Specifically, it examines the interactive relationship between variables X1, X2,
and Y. Sugiyono (2016) states that the quantitative methodology is a research approach grounded in
positivist philosophy. It is utilized to examine a particular population or sample, involving data
collection through research instruments and the subsequent analysis of quantitative or statistical
data. The primary objectives of this method are to describe phenomena and test hypotheses. The
designated research site is the official website of the Indonesia Stock Exchange (IDX), located
explicitly at www.idx.co.id. The study's population comprises mining industry businesses listed on
the Indonesia Stock Exchange between 2020 and 2022. The study will involve 25 businesses operating
in the mining sector, specifically those listed on the Indonesia Stock Exchange between 2020 and
2022. The term "sampling technique” pertains to the methodology employed in selecting a sample.
The sampling methodology used in this study is purposive sampling.

Findings and Discussion

Findings

Based on the findings derived from the empirical analysis of Hypothesis 1 (H1), it can be inferred
that the debt-to-equity ratio (DER) exhibits a positive correlation with the price-to-book value (PBV),
albeit without statistical significance. The findings of this study contradict hypothesis H1, which
posits that the Debt-to-Equity Ratio (DER) has a detrimental and statistically significant effect on the
Price-to-Book Value (PBV). Based on the results of the t-test analysis, it was determined that the
relationship between DER and PBYV is positive but not statistically significant. This is supported by the
computed t-value of 1.096, smaller than the critical t-value of 1.99394 obtained from the t-table.
The Equity Ratio variable exhibits a significance level of 0.277, more significant than the conventional
threshold of 0.05. Additionally, it possesses a beta coefficient B of 0.326, indicating a positive
relationship.

Based on the results of testing Hypothesis 2 (H2), it can be explained that the Return On Asset
(ROA), henceforth abbreviated as ROA, has a positive and significant impact on the price-to-book
value (PBV). Therefore, H2 in this research is accepted. According to the calculations from the t-
test, it is known that ROA has a positive and significant impact on PBV. This is evidenced by the
calculated t-value of 5.279, greater than the table t-value of 1.99394. The Return On Asset variable
has a significance level of 0.01, less than 0.05, and a beta coefficient B3B3 of 9.874 with a positive
direction.

Discussion

The Debt-to-Equity Ratio (DER) is a financial metric quantifying the relationship between a
company's total equity and debt. A low debt-to-equity ratio (DER) suggests the company can sustain
its operations without significant dependence on borrowed funds. Nevertheless, it should be noted
that a high Debt-to-Equity Ratio (DER) does not necessarily imply that the company is devoid of
investment potential. The present study, which examines mining companies, discovered that certain
entities have a debt-to-equity ratio (DER) significantly lower than 1. This suggests that the company
has the potential to augment its funding to earn more profits, thereby leading to an increase in its
Price-to-Book Value (PBV). The findings of this study validate the positive association between the
Debt-to-Equity Ratio (DER) and the Price-to-Book Value (PBV), indicating that as the DER increases,
the PBV generally follows suit. However, it is essential to note that the observed link lacks statistical
significance. An upward trend in the debt-to-equity ratio (DER) may suggest that the company relies
more heavily on debt to finance its operations or investments. Consequently, this could increase the
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price-to-book value (PBV) ratio if the investments yield a more excellent value than the associated
debt costs. The lack of statistical significance seen in this study on the impact of DER on PBV may be
attributed to other influential factors that significantly affect PBV, such as net income, revenue
growth, and firm management.

In theory, a high return on assets (ROA) signifies the company's capacity to create profits derived
from its assets. This study also reveals that a higher return on assets (ROA) is positively associated
with an increase in the price-to-book value (PBV). The rationale behind this phenomenon is in the
perception of investors, who view a company's ability to generate profits from its assets as a critical
determinant of its investment-worthiness. Consequently, this positive perception increases the
company's Price-to-Book Value (PBV) ratio. The findings of this analysis align with the empirical
research conducted by Jufri Sani Akbar (2021), which asserts that the return on assets (ROA) exhibits
a positive and statistically significant influence on the price-to-book value (PBV).

Conclusion

A mining company's capacity to conduct its operations with little dependence on borrowings is
indicated by a low Debt to Equity Ratio (DER). A high debt-to-equity ratio (DER) does not
automatically imply a deficiency in the company's investment prospects. Notably, specific
organizations operating within this industry exhibit a DER (Debt-to-Equity Ratio) below 1, suggesting
the possibility of augmenting their financial resources and yielding higher returns. The findings
additionally validate a favorable correlation between DER and Book Value to Share Price (PBV), albeit
lacking statistical significance. A positive correlation exists between a high Return on Asset (ROA)
and an increase in Price-to-Book Value (PBV), indicating that the company's capacity to earn profits
from its assets significantly shapes investors' opinion of its worth.

Based on the findings above, it is recommended that mining businesses characterized by low
debt-to-equity ratios (DER) contemplate augmenting their financial resources while exercising
cautionary measures. Investors and analysts should consider Return on Assets (ROA) when assessing
possible investments. This is because a company's capacity to create profits from its assets plays a
significant role in shaping a favorable perception of the firm's value. To enhance comprehension of
corporate value evaluation, it is necessary to undertake additional research by investigating several
elements that exert influence on PBV, including net income, revenue growth, and corporate
management.

The findings of this study hold significant ramifications within the domain of mining company
finance. The results offer valuable insights into the significance of debt management and return on
assets (ROA) in assessing business value within this industry. The data presented in this study might
serve as a valuable resource for mining businesses in formulating their financial strategy,
encompassing capital structure and asset management. In contrast, investors may see the metrics of
DER (debt-to-equity ratio) and ROA (return on assets) as significant determinants when making
investment choices about mining corporations. While several associations examined in this study did
not attain statistical significance, it is crucial to acknowledge that additional variables may exist
unaccounted for in this study, which could impact the outcomes. Consequently, more investigation
and thorough examination are imperative to comprehensively understand corporate performance and
value.
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