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ABSTRACT 

The purpose of this study is to examine the relationship between geographical 

diversification, mortgage rate, GDP growth and the moderating effect of firm size 

on Indonesian property companies’ performance measured by Tobin’s Q. This study 

tries to fill the gap in the body of current literature concerning the study context of 

geographical diversification in property industry and Indonesia as it hasn’t received 

much attention. With a particular focus on the impact of the moderating effect of 

company size that is often used as a control variable in similar studies. This study 

examines eight property companies listed on the Indonesia Stock Exchange with 

the data collection range from 2010 – 2022. Then it was processed with a 

quantitative research approach and panel data analysis with a total of 104 

observations. The Hausman and Lagrange Multiplier test result suggests using the 

Random-Effect Model (REM) for the parameter estimation. This study discovered 

that Tobin’s Q was only determined negatively by mortgage rate and positively by 

the moderating effect on mortgage rate suggesting that mortgage rate heavily 

influences the price of property. Other than that, geographical diversification is 

found to be insignificant toward Tobin’s Q suggesting that companies that diversify 

may lack value added to the company but reduce risk as explained by Modern 

Portfolio Theory. GDP growth was also found to be insignificant toward Tobin’s Q 

suggesting that stock performance reflects the information of GDP growth as 

explained by the Efficient Market Hypothesis. While the moderating effect of firm 

size on geographical diversification and GDP growth variables’ effect toward 

Tobin’s Q were empirically found to be insignificant. Suggesting that regardless of 

size, the company couldn’t take the benefit of geographical diversification and GDP 

growth toward Tobin’s Q. Therefore, to mitigate geographic risks, businesses 

should aim for geographic diversification and develop strategies for fluctuating 

mortgage rates. Investors must closely examine how companies handle 

diversification and mortgage rates. Government action is critical in regulating 

policies impacting mortgage rates and attract investment creating balanced regional 

development to enhance diversification and reduce economic disparities. 

Keywords: Geographical Diversification, Mortgage Rate, GDP Growth, Tobin’s Q, 

Company Size 
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CHAPTER 1 

INTRODUCTION 

 

1.1 Background of Study 

Based on Directorate General of Population and Civil Registration population data 

report in 2023, Indonesia is the fourth most populous country in the world with a 

total of 280.73 million people with Java Island accounted for more than half of the 

nation population making it as the most populous island in the world according to 

World Bank data in 2020. With over 280 million of people that keep increasing each 

year, the country has a big consumer market that benefits business with huge 

demands, one of them is the need for housing.  

Based on Indonesia Real Estate National Conference in 2023, Mr President 

Joko Widodo stated that real estate industry contributed 16% of the total nation 

GDP as one of the largest contributors among another segment over years, making 

it one of the key contributors toward country economic growth. Rapid urbanization, 

demographic change, and economic development have occurred in Indonesia 

during the past few decades, which have fueled the expansion and transformation 

of the real estate sector. Where according to Indonesian Central Bureau of Statistics' 

urbanization report, in 2035, 66.67% of Indonesians will live in urban areas 

showing an increase of 16.87% from 2010. The need for infrastructure, business, 

and residential development has increased as a result of the fast urbanization that 

has given rise to megacity and numerous urban centers.  

In the other hand the government's focus on infrastructure development has 

been a key driver of the property market in Indonesia, The Indonesian government's 

increased investment in infrastructure, amounting to USD 429.7 billion from 2020 

to 2024, marking a substantial 20% rise from USD 359.2 billion allocated during 

the 2015-2019 period, has significantly influenced the dynamics of the country's 

property market. Notably, in 2021 alone, infrastructure development received IDR 

414 trillion or approximately USD 28.5 billion in the country's state budget, 
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reflecting a remarkable 47% surge from the previous year's allocation. These 

investments in infrastructure have further catalyzed growth in the property segment. 

With rising urbanization, there is an urgent need for improved infrastructure 

development in Indonesia's megacity and metropolitan regions. One of the most 

notable recent developments is the Indonesian New Capital region project, also 

known as IKN, which is now being developed on the island of Borneo. The goal of 

this massive project is to create a new economic and administrative center in order 

to relieve the traffic and crowding in Jakarta, the current capital. Where on 

December 2023 according to Head of the IKN Authority, this project has achieved 

the realization of an investment commitment of IDR 41.4 trillion by several 

prominent companies. including Agung Sedayu Group, one of the leading property 

companies in Indonesia, is leading a consortium of IKN investors consisting of 

leading companies in Indonesia from various segments that will focus on building 

malls, hotels and offices with a total investment of IDR 20 trillion.  

Leveraging the momentum, Indonesian property companies are aggressively 

implementing geographical diversification strategy, seeking new prospects by 

expanding their operations into advantageous and strategic area for the potential of 

growing metropolitan centers.  Diversification may take many different forms, 

including product (Yang et al., 2017), brand (Kang and Lee, 2014), segment (Lee 

et al., 2011), geographical (Kang et al., 2012), and international (Adam et al., 2021) 

diversification where it is widely regarded as an essential business strategy that 

enhances a company's competitive advantages and performance. Geographical 

diversification is a strategic business strategy that provides considerable benefits to 

firms. Businesses can lessen their dependence on any one place by diversify their 

activities among the nation's many regions or cities which create risk-reduction 

effect that is supported by theory of modern portfolio (Markowitz, 1952). This helps 

in reducing the risks connected to regional occurrences like natural catastrophes, 

unstable political environments, or downturns in the economy. Moreover, by 

utilizing the growth potential found in different locations by establishing a foothold, 

business may strengthen its position in the market, raise its profile, and build its 

brand's competitiveness, all of which help it boost its revenue and market share. 

Additionally, according to Resource-Based Theory, a company's reputation creates 
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economic value via fostering advocacy, loyalty, and support among its stakeholders. 

Bankers are more willing to provide them credit at a higher rate, customers are more 

likely to purchase their products, investors are more likely to purchase their shares 

and influence the firm's worth, and potential workers are more eager to work for 

reputable organizations (Barney & Hesterly, 2019). That would contribute to the 

long-term sustainability and profitability of the organization.  

When it comes to property market long term sustainability and the profitability 

of companies, mortgage rate is one of the topics that can’t be missed. The interest 

rates at which people borrow money to buy real estate, or mortgage rates, are crucial 

in determining how the real estate market behaves. According to survey on 

residential property price in primary market by Indonesian Central Bank in 4th 

quarter of 2023, mortgage rate is the 2nd highest factors that undermining residential 

property sales growth that accounted for 28.07%. Therefore, the ability to 

understand the complex relationship between changes in mortgage rates and 

company performance is essential for making well-informed decisions and 

developing strategic plans.  

Mortgage rate can be influenced by several factors. One of those is inflation or 

can be define as rise of price of goods and services, is one of the factors that could 

potentially affect the mortgage rate (Maverick, 2023). As it directly erodes the 

purchasing power of one currency, it affects the net profit of loan or the real return 

of the loan. Lenders should considerate and adjust accordingly to maintain their 

interest rate ensuring their return is sufficient to overcome the inflation. In 

Indonesia, inflation have been declining since the BI rate is aggressively being 

tighten and it has stayed within the target of the central bank on 2.75% in February 

2024 from range of 1.5 – 3.5%. As mentioned previously, the BI rate set by the 

central bank, which affects mortgage rates in the whole banking industry, has 

historically been steadily maintained at 6%. However, recent announcements from 

the central bank show a possible decrease in the second quarter of 2024 where the 

median forecast showed that there’ll be 25 points or 0.25% cut quarterly which 

mean 5.25% of BI rate at the end of 2024, a move that may affect mortgage rates.  

Bank Tabungan Negara (BTN) as one of the major players in Indonesia’s 

mortgage lending market with 40% of market share shows an increased in loans 
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during 2023 by 12%. BTN’s president director pointed out his confidence that the 

market is and expected to remain strong for the rest of the years alongside with the 

announcement from the central bank for its BI rate that potentially lowered the 

mortgage rate. The result of lower mortgage rates often increase demand for 

property by making homeownership affordable, which increases the price of 

properties and the volume of sales. For developers of real estate, this growth in 

demand can result in higher profits and revenues. On the other hand, increased 

mortgage rates may reduce demand, which would result in fewer sales and possibly 

a drop in house values.  

According to survey on residential property price in primary market by 

Indonesian Central Bank in 4th quarter of 2023, price increased by 1.74% (yoy) 

which lower compared to the 3rd quarter on 1.96% (yoy) but the sales increased by 

3.27% (yoy) in the 4th quarter compared to the 3rd quarter on -6.59% (yoy). While 

based on the banking survey by Indonesian Central Bank in 4th quarter of 2023, the 

distribution of consumer credit is positively growing with mortgage rate is the top 

priority where it reflects the basic rule of supply and demand.  Then, according to 

Bank Indonesia, during 4th quarter of 2023 Indonesia’s economy grew by 5.05% 

driven by several factors with the increase in investment, especially buildings, is in 

line with the continued development of the National Strategic Project (PSN) 

including the Indonesian Capital City (IKN).   

The GDP, which is commonly used for measuring economic development, is a 

key instrument for assessing the general health and growth of an economy. The 

dynamics of the real estate market are greatly influenced by this growth trend. 

Higher demand for real estate, which includes both residential and commercial 

properties, is correlated with a positive GDP growth rate. A growing economy leads 

to more consumer spending (Jammeh, 2021) and confidence (Malovana et al., 

2021), which in turn drives up demand for mortgage loans to finance the purchase 

of real estate in a variety of industries, including residential, commercial, retail, and 

industrial. Increased demand for real estate naturally raises property values, 

benefiting property firms by increasing the overall worth of their portfolios.  

But there are drawbacks as well as the spike in demand for home loans. In order 

to reduce inflationary pressures, central banks may decide to raise interest rates in 
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reaction to strong economic development. Higher financing costs are the result of 

this move and furthermore, because there are less funds available for lending, 

lenders may potentially tighten their lending standards, which would increase 

borrowing costs. When economic activity begins to decline, the opposite is true 

(Alper, 2018). Lower employment and income levels result in less consumption, 

which pushes interest rate lowers and improved affordability that may also increase 

demand for properties due to a lower financing cost. 

Understanding the significance of geographical diversification, mortgage rates, 

and economic growth is important in a dynamic property market as in the similar 

study, a crucial aspect is assessing company performance, which is often correlate 

with how it creates the wealth for the shareholder. In similar studies, company 

performance measured with several metrics with one of those is Tobin’s Q (Kang 

et al., 2012; Kang and Lee., 2015) that’ll also used in this study to see how 

shareholders in property company values firm, industry and macroeconomic 

specific factor while also addressing the gap in the literature. 

Not only that, a vital but sometimes bypassed variable, the size of the business, 

is one of these drivers. The size of a firm, which represents a wide range of property 

businesses, is a critical moderating element that may have a substantial impact on 

the relationship of geographical diversification, mortgage rates, and economic 

growth toward the performance of the company.  In many different industry sectors, 

the size of a firm is a critical factor as it has a positive correlation toward 

profitability (Doğan, 2013) and has greater recovery post crisis period compared to 

the small size firm (Prasetyantoko et al., 2009) that determines its capabilities, 

resilience, and competitiveness in the market. To put it simply, a company's size 

and resources have a significant impact on its capacity to successfully manage risks, 

seize opportunities, and negotiate market dynamics (Montgomery, 1994). Firm size 

is particularly important in property companies because it affects the tactics and 

results related to geographical diversification, mortgage rates, and economic 

growth. 

In the context of geographical diversification, a property firm's size matters in 

terms of minimizing risks and decreasing reliance on certain market outcomes. 
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Larger companies are better equipped to distribute risks and improve resilience 

against localized market volatility because they have the resources and operational 

capacity to diversify their investment portfolios across many locations. Larger 

companies may strengthen their overall market position and stability by properly 

allocating investments, capitalizing on a variety of growth opportunities, and 

optimizing returns by utilizing their scale. Additionally, as company size allows 

company to expand its business operations to wide range selection of location, it 

has a significant positive correlation toward corporate reputation where corporate 

reputation has a significant positive correlation toward companies’ performance 

(Daromes et al., 2022).  

In the case of mortgage rates, the size of the company also offers special 

advantages, especially when it comes to managing market and economic volatility. 

Due to their extensive and diversified portfolio of properties, property companies 

exhibit higher levels of resilience during difficult economic times. Because of their 

diverse portfolio and resources, these companies are able to modify their sales 

strategies in reaction to shifting market conditions. Their commercial portions could 

be able to compensate for the possible decline in sales of residential real estate 

during the mortgage shocks. On the other hand, because of their limited funds and 

lack of portfolio diversity, smaller businesses can see a bigger decline in sales. 

Thus, larger company can retain business continuity, which guarantees steady 

growth and profitability even in the face of unstable markets. 

Moreover, company size matters when the economy expands since bigger 

property firms can better take advantage of new market trends and efficiently meet 

expanding demand. Larger businesses are more flexible and responsive when it 

comes to growing their operations, allocating resources effectively, and meeting the 

demands of the expanding market during the economic upward trend. They can take 

advantage of good economic conditions, allocate assets optimally, and promote 

sustainable growth due to their broad market reach and operational competence, 

which has helped them maintain their long-term survival and market domination. 

In essence, geographical diversity, mortgage rates, and economic growth is 

important factors that affects company performance in property market with 
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company size that may influence the factors as bigger size of businesses naturally 

have unique advantages that contribute to real benefits for businesses. 

Acknowledging and using the benefits that come from it is critical for businesses 

looking to prosper in the ever-changing real estate industry. This will enable them 

to make well-informed strategic choices and secure long-term success. 

 

1.2 Problem Statement 

The objective of this research is to look at how geographical diversification, 

mortgage rate, and economic growth affect the profitability of Indonesian property 

businesses, with an additional focus on understanding how company size influences 

these interactions. While various studies have looked at geographic diversification, 

most of the current research has little attention paid to the property sector and 

Indonesian setting. It's interesting to note that not much research has been done in 

this area on Indonesia's property market.  

This study contributes significantly to the body of literature by including 

variables that directly impact the dynamics of the property market, such as 

economic growth and mortgage rates. Furthermore, including company size as a 

moderating factor improves the analysis's depth even further. Unlike previous 

approaches, which frequently consider company size as a control variable, this 

study emphasizes its relevance as a moderating impact, providing a deeper 

understanding of how multiple factors interact to affect property business 

performance.  

By taking a thorough approach, the study not only fills a research gap but also 

enhancing discussions on geographical diversification in the property sector—

especially in the context of Indonesia. By offering a thorough analysis of the 

variables affecting property business performance in Indonesia, taking into account 

both internal and external causes, and looking at the moderating influence of 

company size, this study aims to close the gap in the literature. The project is to 

solve this research challenge to deepen our understanding of the factors that 

influence the success of Indonesian property companies and to offer insightful 

information to academics, investors, governments and the industry players.  
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1.3 Research Questions 

Based on the description of the background and also the problem in the literature 

on related topics, the research question is prepared as follows: 

1. How is the effect of geographical diversification toward Indonesian 

property companies’ Tobin’s Q? 

2. How is the effect of mortgage rate toward Indonesian property companies’ 

Tobin’s Q? 

3. How is the effect of economic growth toward Indonesian property 

companies’ Tobin’s Q? 

4. How is the moderating effect of company size influence geographical 

diversification toward Indonesian property companies’ Tobin’s Q? 

5. How is the moderating effect of company size influence mortgage rate 

toward Indonesian property companies’ Tobin’s Q? 

6.  How is the moderating effect of company size influence GDP growth 

toward Indonesian property companies’ Tobin’s Q? 

 

1.4 Research Objective 

In dealing with this mentioned problem, the objectives of this research are to 

analyse the performance of Indonesian companies in property sector with the 

intention to provide information for those who may concerned that related to the 

property market which will be useful in decision-making. Analyzing the impact of 

the variables stated toward the companies’ performance are essential to predict how 

companies in property market react to the related events. Therefore, the research 

objective is prepared as follows: 

1. To analyse geographical diversification effect on companies’ Tobin’s Q in 

Indonesia property sector 

2. To analyse mortgage rate effect on companies’ Tobin’s Q in Indonesia 

property sector 

3. To analyse GDP growth effect on companies’ Tobin’s Q in Indonesia 

property sector 
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4. To analyse the effect of company size as the moderating effect toward the 

influence of geographical diversification to Indonesian property companies’ 

Tobin’s Q. 

5. To analyse the effect of company size as the moderating effect toward the 

influence of mortgage rate to Indonesian property companies’ Tobin’s Q. 

6. To analyse the effect of company size as the moderating effect toward the 

influence of GDP growth to Indonesian property companies’ Tobin’s Q. 

 

1.5 Scope of Study 

This research is limited to property companies in Indonesia that listed on the 

Indonesia stock exchange. The research method is using quantitative method, 

followed by the main data collection techniques. This research focused on 

companies in property sector that listed in Indonesia stock exchange with data 

collections range from 2010 to 2022.  

 

1.6 Significance of Study  

This study examines the impacts of regional diversity, mortgage rates, and 

economic growth on company performance in the property market, with business 

size acting as a moderator. The study's relevance is listed below: 

1. Providing information to investors, the government, and company boards 

on the moderating impacts of company size on the variables that are 

believed to affect the performance of companies in the property industry. 

2. Providing information as ideas and suggestions to academics and upcoming 

researchers. 

This research also can add the following contributions: 

2.1 Provide academics and researchers with new information to expand their 

research on the factors and moderating effects on the performance of 

property companies. 
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2.2 Support investors in gaining more knowledge and understanding about how 

real estate firms operate in different circumstances associated with the 

variables under discussion. 

 

1.7 Thesis Structure 

This thesis consists of six chapters as a systematic process with details as follow: 

Chapter 1: Introduction 

This section lists what is needed before starting a search. It also has several 

sections, including an introduction, a list of problems, research questions, goals, the 

scope of the study, and research limitations. 

Chapter 2: Literature Review 

To direct the research, this portion focused on the theoretical review. 

Additionally, it displays the concept, context, example, and findings of earlier 

research. A compilation of books, journals, newspapers, and other information 

sources that might aid in study is called a literature review. 

Chapter 3: Methodology 

The procedures for completing the research are described in this section. It 

is interested in the study methodology, specifically in the step-by-step analysis of 

the data. In addition, the study's analytical indicators and hypothesis will be 

included. 

Chapter 4: Finding, Analysis and Discussion 

The details of the data analysis are covered in this section; it is an essential 

part of the research. This section presents the data processing process using standard 

operating procedures, followed by the data processors' output and an analysis of the 

outcome. 

Chapter 5: Conclusion and Recommendations 

This part, which serves as the last chapter, provides a summary of the 

analysis conducted during the whole research. The explanations of the proposals 
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are intended to assist upcoming scholars, marketers, board members, and 

researchers. 
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CHAPTER 2 

LITERATURE REVIEW AND THEORETICAL FRAMEWORK 
 

 

2.1 Grand Theory (Shareholder Theory) 

According to shareholder theory, a firm's primary goal is to maximize shareholder 

wealth, and corporations should prioritize creating profits and returns for their 

shareholders above everything else. This point of view claims that businesses may 

draw in investment, foster innovation, and advance national economic development 

by concentrating on maximizing shareholder value (Pfarrer, 2013). One of the 

methods to access firm success to achieve the goal is valuation through Tobin’s Q.  

 

2.2 Definitions of Variables 

2.2.1 Geographical Diversification 

Geographical diversity is a strategic business strategy that by spreading out their 

operations across the numerous states, regions, and cities in the country (Song 

et al., 2017), businesses may reduce their reliance on any one location. This 

reduces risk and is backed by the modern portfolio theory (Markowitz, 1952). 

This lessens the dangers associated with local events such as natural disasters, 

erratic political situations, or economic downturns.  

 

2.2.2 Mortgage Rate 

The mortgage rate is the interest rate imposed by a lender on a mortgage loan, 

which is used to fund the purchase of real estate (Kagan, 2023). It is usually 

represented as an annual percentage rate (APR) and shows the percentage of the 

original loan amount that the borrower must pay as interest over a given period. 

Mortgage rates can change based on several variables, including the state of the 

economy, inflation, housing market condition, bond market and others 

(Maverick, 2023). The cost of borrowing for purchasers and the affordability of 

homeownership can both be impacted by changes in mortgage rates. 
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2.2.3 GDP Growth 

GDP is the total monetary or market worth of all finished products and services 

produced inside a nation's boundaries during a certain period that serves as a 

thorough assessment of the state of the economy in a particular nation by 

serving as an extensive measure of total domestic production (Fernando, 2024). 

GDP growth calculates how a nation's economic output changes over time 

expressed as a percentage rate and shows whether the economy is growing or 

shrinking. It is an important metric for organizations because it influences 

investment prospects, business confidence, customer demand, and general 

market dynamics, all of which have an effect on performance strategies and 

decision-making processes (Picardo, 2023). 

 

2.2.4 Companies’ Performance (Tobin’s Q) 

Tobin’s Q is a key idea in finance that is used as a tool to evaluate the link 

between a firm's market worth and the cost of replacing its assets (Tobin, 1969). 

It is calculated as the market capitalization of a company divided by the 

replacement cost of all of its assets. The market may place a higher value on the 

company's assets than their replacement cost when Tobin’s Q is greater than 1. 

A high Tobin’s Q in this situation may suggest that the business is using its 

resources efficiently and may even be producing returns greater than the 

investment expenses. This scenario might show advantageous investment 

circumstances, effective capital allocation, and robust operational performance, 

all of which enhance the success of the company as a whole. A Tobin’s Q below 

1, on the other hand, suggests that the market values the company's assets below 

their replacement cost. This might be a sign of undervaluation in the market, 

inefficient use of money, or poor investment choices (Tobin, 1969). 

Therefore, Tobin’s Q has been used extensively as it offers insightful 

information on the effectiveness of capital investments and how the market 

values a company in relation to its physical assets. 
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2.3 Middle Theory (Resource Based View) 

The Resource-Based View (RBV) is a theoretical framework in strategic 

management that emphasizes the importance of a firm's internal resources and 

capabilities in achieving sustained competitive advantage. This perspective 

suggests that a firm's unique bundle of resources, including tangible and intangible 

assets such as technology, human capital, brand reputation, and organizational 

culture, are the primary determinants of its performance and success in the 

marketplace (Penrose, 1959). Moreover, by focusing on internal strengths rather 

than external factors, the RBV encourages firms to develop sustainable competitive 

advantages that are difficult for rivals to imitate or replicate. 

Research on the RBV has demonstrated its relevance across various industries 

and organizational contexts. For instance, Barney on his study (1991) have shown 

how firms can leverage their unique resources to achieve market leadership, 

innovate more effectively, and adapt to changing market conditions. Furthermore, 

the RBV framework has been instrumental in explaining why certain firms 

outperform others, even in highly competitive markets. By identifying and 

leveraging their core competencies, firms can build barriers to entry, reduce the 

threat of substitute products or services, and enhance customer loyalty. 

Moreover, the RBV offers valuable insights into the relationship between 

company size and competitive advantage. The RBV suggests that regardless of size, 

firms that effectively leverage their unique resources and capabilities can achieve 

competitive success (Montgomery, 1994). However, the specific strategies and 

tactics employed by firms may vary depending on their size and industry context. 

Larger firms may focus on economies of scale, market dominance, and 

diversification, while smaller firms may emphasize niche markets, innovation, and 

flexibility. Ultimately, the RBV provides a comprehensive framework for 

understanding how firms of different sizes can create and sustain competitive 

advantages in dynamic and challenging business environments 
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2.4 Substantive Theory 

2.4.1 Geographical Diversification and Companies’ performance 

Modern Portfolio Theory is a widely accepted framework in financial 

economics that aims to maximize the return of a portfolio for a given level of 

risk. Developed by Harry Markowitz in 1952, the theory revolutionized the way 

investors approach portfolio construction and risk management. The key idea 

behind Modern Portfolio Theory is the concept of diversification, which 

suggests that by spreading investments across different assets, the overall risk 

of the portfolio can be reduced without necessarily sacrificing returns.  

The key concept of this theory namely: First, efficient frontier is a graphical 

representation of the highest expected return for a given level of risk or the 

lowest risk for a given level of expected return. Markowitz demonstrated that 

by actively selecting a combination of assets along the efficient frontier, an 

investor could achieve the maximum level of return for any given level of risk, 

or conversely, minimize risk for any level of return. Second, risk and return 

relationship emphasizes the trade-off between risk and return. It suggests that 

investors should strive to maximize their expected return for a given level of 

risk or minimize their risk for a targeted level of expected return. 

One of the diversification strategies that businesses view as essential is 

geographic diversification, which is defined as a grouping or combination of 

multiple real estate classes situated in different locations (Olaleye et al., 2006) 

with the goal of increasing the company's revenue. Risk reduction effect from 

this theory could explain how geographical diversification influence companies’ 

performance. Diversification can stabilize the overall returns of company as the 

company may show less sensitivity toward economic downturns caused by 

several factors that fluctuate demand in a several local market. Looking at the 

formula of:  

 

𝐹𝑖𝑟𝑚 𝑣𝑎𝑙𝑢𝑒 =  
𝐹𝐶𝐹

𝑊𝐴𝐶𝐶−𝑔
                (2.1) 
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from free cash flow valuation in equation (2.1), when risk reduction applied as 

explained by the modern portfolio theory, it reduces the risk from: 

 

𝑊𝐴𝐶𝐶 = 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦(𝐾𝑒) + 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 (𝐾𝑑)     (2.2) 

 

The WACC as explained in equation (2.2) and as it achieved through 

diversification, the risk reduction affects systematic risk from cost of equity 

associated with Beta. Therefore, the firm value increase.  

 

2.4.2 Mortgage Rate and Companies’ performance 

To explain the relation of mortgage rate and companies’ performance, the theory 

of income effects can provide useful insight. Income effect is a fundamental idea 

in microeconomics, explains how changes in real income or buying power cause 

changes in the demand for products and services (Graaff, 1950). A rise in the 

demand for normal goods—those whose demand increases as income rises—

usually correlates with a consumer's perception of an increase in income. On the 

other hand, as customers' purchasing power declines, they often change their 

consumption habits, which lowers the demand for normal goods.  

Furthermore, changes in price cause the income and substitution effects to 

interact. When a good's price drops, customers think it's more inexpensive than 

alternatives, which leads to a rise in demand that is fueled by both impacts. On 

the other hand, as prices rise, demand declines as a result of these factors. Thus, 

the interplay between income and substitution effects shapes customers' 

purchasing preferences as prices shift. 

Looking at the equation (2.1) and the consumer behaviour explained by the 

income effect. The equation of free cash flow: 
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𝑓𝑟𝑒𝑒 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 = 𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 + 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑎𝑛𝑑 𝐴𝑚𝑜𝑟𝑡𝑖𝑧𝑎𝑡𝑖𝑜𝑛 −

                                         𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒.                       (2.3) 

 

Explained that changes in mortgage rate can influence customers decision to 

take mortgage loan and it directly affect the net income within the equation 

(2.3), Therefore influencing firm value.  

 

2.4.3 GDP Growth and Companies’ performance 

To explain the relation of GDP and companies’ performance, Keynesian theory 

of multiplier effect can provide useful insight. Multiplier effect by Keynesian 

explain if there’s an increase of spending it directly contribute to the GDP 

growth that can lead to larger changes in overall economic output. An initial 

increase in spending results in increased income for workers and firms, leading 

to additional rounds of spending as individuals and businesses use their 

increased income to purchase goods and services (Keynes, 2008). This cycle of 

increased spending, production, income, and spending continues, resulting in a 

cumulative increase in economic output that is larger than the initial increase in 

spending, creating a multiplier effect. The multiplier effect shows that the total 

increase in GDP is larger than the initial increase in spending. This is because 

each round of spending leads to additional rounds of spending, resulting in a 

cumulative increase in economic output. Conversely, a decrease in autonomous 

spending can lead to a decrease in economic activity through a similar process 

in reverse, known as the reverse multiplier effect. 

Looking at the equation (2.1) that explain the creation of firm value and 

equation (2.3) it explains how changes in GDP can influence customers and firm 

decision to spend more, where it directly affects the net income within the 

equation (2.3), therefore influencing firm value. 
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2.4.4 Company Size Moderating Geographical Diversification toward 

Companies’ performance 

The Resource-Based View (RBV) theory offers a significant perspective on the 

relationship between company size and the performance results of 

geographically diversified real estate enterprises. RBV states that companies 

may obtain a competitive edge by making use of their unique combination of 

resources and abilities (Penrose, 1959). Larger real estate companies have 

access to more resources in the real estate industry, such as financial capital, 

physical assets, human capital, and operational capability. They are able to 

handle the challenges of geographical diversity with the help of these resources. 

Larger companies can spread risks and lessen the effect of regional market 

volatility by diversifying their assets across many locations thanks to their 

bigger financial resources. 

Furthermore, its organizational structure and huge human capital enable 

the successful administration of many kinds of portfolios, guaranteeing the best 

utilization of resources and operational efficiency (Ji et al., 2020) across various 

geographic locations. As a result, company size plays an important role in 

magnifying the positive effect of geographic diversity on the performance of 

real estate companies since larger firms are better equipped to succeed in a 

variety of markets (Montgomery, 1994). 

 

2.4.5 Company size Moderating Mortgage Rate toward Companies’ 

performance 

Consumer purchasing power declines during high mortgage rate times, which 

may impair the operations of real estate firms by reducing demand for houses. 

However, larger real estate companies are better suited to handle these 

difficulties due to their huge assets and organizational structures as explained 

by RBV theory (Penrose, 1959). Due to their capabilities advantage, well-

established market position, and well-known brand, they are able to modify their 

strategies and lessen the negative impacts of changes in mortgage rates 

(Daromes et al., 2022; Prasetyantoko et al., 2009). Bigger companies can 
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counteract the negative effects of increasing mortgage rates on sales by using 

their resources to provide buyers with attractive financing choices or incentives. 

To compensate for any fall in sales of residential real estate, they may also 

look into alternate sources of income and investment possibilities thanks to their 

broad portfolios and efficient operations (Ji et al., 2020). Because larger firms 

are better able to innovate and adjust to shifting market conditions, maintaining 

their competitive advantage in the real estate market, company size is crucial in 

reducing the negative effects of mortgage rate fluctuations on real estate 

companies’ performance. 

 

2.4.6 Company size Moderating GDP toward Companies’ performance 

An increase in GDP propels economic activity and consumer spending, drives 

up demand across a number of industries (Keynes, 2008). Due to rising 

consumer confidence and spending power, there are more options for property 

companies to profit from this increasing demand. Bigger property firms are in a 

unique position to take advantage of this increase in demand as they have more 

organizational skills and a wealth of resources. They can react quickly to the 

increased market activity by acquiring properties, starting new development 

projects, and modifying their investment plans to suit changing customer 

preferences because of their significant liquidity and operational flexibility. 

Furthermore, bigger businesses can effectively scale their operations to 

meet the increasing demand thanks to their size advantage, which also helps 

them draw both investors and tenants by utilizing their established networks and 

market presence (Daromes et al., 2022). As a result, company size plays a 

crucial role in magnifying the positive effect of GDP growth on real estate 

business performance, as larger firms are better able to take advantage of the 

increased demand for real estate brought about by economic expansion by 

efficiently utilizing their resources and skills as explained in RBV theory 

(Penrose, 1959). 
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2.5 List of Previous Studies 

2.5.1 Geographical Diversification and Companies’ performance 

In the topic of relation between geographical diversification and companies’ 

performance, some studies show that diversification may increase a company's 

profitability, while other studies highlight potential drawbacks.  Recent research 

by Rajesh (2023) found that regional diversification has a significant influence 

on the profitability of IT businesses in India, supporting the argument that it 

positively impacts company performance. Based on 350 listed South Asian 

manufacturing enterprises, Shira's (2023) study additionally shows the 

beneficial effects of regional diversification on the performance of the 

companies. Furthermore, Judy et al. (2022) conducted a study on this subject 

with 35 commercial banks in Kenya, and they recommend that businesses 

diversify geographically more since it has a significant favorable impact on their 

financial performance.  

On the other hand, several research demonstrates how regional 

diversification has negative associations with business performance. According 

to Kang et al. (2012), diversification has a detrimental impact on business 

performance in US casino firms because the industry's unique characteristics 

may make it difficult to implement a diversification strategy. They brought up 

the worry that, as corporate diversification of agency perspective increases, 

there would be more agency difficulties, as suggested by Montgomery (1994) 

with two justifications. First, a manager may direct the company's 

diversification in a way that increases the demand for the management team's 

specialized skills. The second argument is based on the idea that, whereas 

shareholders may successfully diversify their assets, managers cannot do so 

regarding job risk. As a result, managers may seek diverse expansion to lower 

overall firm risk, strengthening their positions at the expense of the company's 

owners.  While Ajao et al., (2021) on their studies found out that diversification 

negatively affect companies’ performance measured by Tobin’s Qand the 

profitability decreased as the diversification increased.  
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2.5.2 Mortgage Rate and Companies’ performance 

In the topic relation mortgage rate and companies’ performance, there are 

several studies that shows a positive relation on this. In Kenya, Kioko’s (2012) 

research with 392 respondents focusing on mortgage financing toward real 

estate market shows that mortgage financing is vital access toward real estate 

for investing activities with positive relation. The activity was made successful 

by a commercial banking service that provided respondents with a transparent 

calculation of the mortgage loan they would take out and provided various 

products tailored to the respondents' abilities. The various mortgage products 

that respondents consider to be a solution for buying a house provide an 

illustration of how important the mortgage interest rate is in the decision to buy 

a house, which directly affects the performance of property companies. 

Correlation test resulting in higher mortgage rates shows positive relation with 

real estate market. Another study from Nugroho et al. (2018) in Indonesia that 

focus on the relation of LTV Ratio, GDP, demographic, and mortgage rate 

toward residential property price index from several regions supported the result 

from Kioko’s research, where mortgage rate is significantly affect housing 

prices with positive relation that directly would influence consumption of 

mortgage financing as mortgage rate will influence demands that determine the 

affordability of one property.  

Another study in Asia based on Taipei, Taiwan by Ming Yu et al. (2018) on 

causes of housing prices shows that mortgage rate is the most significant factor 

toward the housing affordability with negative relation where in their research 

they estimated that an increase of mortgage rate by only 1% will reduces 

housing prices from 5% up to 17% reflecting the theory of demand. When the 

mortgage rate is low, people can afford to consume or invest in property 

therefore the imbalance between demand and supply due to the spike of demand 

will increase the price of the property and vice versa. Therefore, an increase or 

decrease in mortgage rate heavily influence the performance of real estate in 

Taiwan.  
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2.5.3 GDP Growth and Companies’ performance 

In the topic of examining the relation between GDP and companies’ 

performance, certain studies propose that GDP as one of the macroeconomic 

factors is significantly affecting the performance of company while others 

underscore the potential drawbacks. Issah et al. (2018) on their study in UK 

consisting of 116 listed companies -excluding financial firms- shows that GDP 

as one of the macroeconomic factors applied is significantly affect companies’ 

performance in a positive relation, suggesting that macroeconomic variables 

should be count when predicting future companies’ performance. This result 

also supported by Dewi et al. (2019) in Indonesia consisting of FMCG (fast 

moving consumer good) companies listed in Indonesia Stock Exchange (IDX) 

on the influence of macroeconomics factors on companies’ profitability shows 

that only GDP that has a significant influence toward companies’ profitability 

in a positive relation which share the same result with Candradewi et al. (2023) 

in Indonesia focusing on company listed in Indonesia Stock Exchange LQ45. 

Another study done by Cheong et al. (2020) on the impact of macroeconomic 

factors on corporate profitability in Hongkong also supported the result of a 

significant influence by GDP with a positive correlation toward corporate 

profitability.  

While on the other hand, Cheong et al. (2020) study on Singapore resulting 

in a converse setting. It shows that GDP or macroeconomic factors doesn’t has 

a significant influence toward corporate profitability. In Malaysia study by 

Wahid et al. (2019) on the determinants of firm profitability consisting several 

Malaysian property companies shows that macroeconomic factors have a 

negative relationship. Wahid et al. further explained that the movement of GDP 

whether positive or negative doesn’t affect the consumption in the property 

market.  

 

2.5.4 Company size as the Moderator 

In the existing research, company size is often used as a variable in studies 

related to company profitability as explained by Whited (1992) in her study that 
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firm with a large size has the advantageous of economies of scale and lower cost 

of capital. Company size can be determined by calculating the ratio of its market 

value to account for market expectations and potential growth prospects (Dang 

et al., 2018).  

Various research has proved that company size is important determinant of 

company profitability. Cheong et al. (2020) study on the impact of firm-specific 

factors on corporate profitability in Hongkong and Singapore shows that 

company size is significant predictors of companies’ performance that has 

positive relations with ROA, ROE, and Tobin’s Q as proxies for firm 

profitability. Another previous study from Khan et al (2018) on panel Data 

Analysis of Profitability Determinants: Evidence from Indian Telecom 

Companies listed on National Stock Exchange (NSE) also shows that company 

size is significant predictors with positive relation toward firm profitability. In 

Nigeria, Akinlo et al. (2012) on their studies of profitability and leverages with 

sample of non-financial firm listed on the Nigerian Stock Exchange (NSE) 

shows that company size is the major determinant of profitability as it has a 

significant positive relation with profitability. 

 

2.6 Hypothesis Development 

Based on the previous studies in geographical diversification relation with 

companies’ performance, several conclude a positive (Rajesh, 2023; Shira, 2023; 

Judy et al., 2022) and negative relation (Kang et al, 2012; Montgomery, 1994). 

Therefore, the hypothesis is developed as. 

H1: Geographical diversification is positively influencing companies’ 

       performance 

In previous studies, mortgage rate is significantly influencing real estate market 

price with result that vary in positive (Kioko, 2012; Nugroho et al., 2018) and 

negative relation (Ming Yu et al., 2018). Therefore, the hypothesis is developed as. 

H2: Mortgage rate is negatively influencing companies’ performance. 
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In previous studies, GDP growth is significantly influencing real estate market 

with result that vary in positive (Issah et al., 2018; Dewi et al., 2019; Cheong et al., 

2020) and negative relation (Cheong et al., 2020; Wahid et al., 2019). Therefore, 

the hypothesis is developed as.  

H3: GDP growth is positively influencing companies’ performance. 

In previous studies, company size is usually used as dependent variable toward 

companies’ performance resulting in a significant positive relation (Whited, 1992; 

Dang et al., 2018; Cheong et al., 2020; Khan et al., 2018; Akinlo et al., 2012). In 

this study, it is attempted to used company size as moderator influencing dependent 

variable of geographical diversification toward companies’ performance as one of 

the contributions on the study of how geographical diversification affects 

companies’ performance.  

H4: Company size magnifies the positive effect of geographical diversification 

       toward companies’ performance 

In previous studies, company size is usually used as dependent variable toward 

companies’ performance resulting in a significant positive relation (Whited, 1992; 

Dang et al., 2018; Cheong et al., 2020; Khan et al., 2018; Akinlo et al., 2012). In 

this study, it is attempted to used company size as moderator influencing dependent 

variable of mortgage rate toward companies’ performance as one of the 

contributions on the study of how mortgage rate affects companies’ performance.  

H5: Company size reduces the negative effect of mortgage rate toward 

      companies’ performance 

In previous studies, company size is usually used as dependent variable toward 

companies’ performance resulting in a significant positive relation (Whited, 1992; 

Dang et al., 2018; Cheong et al., 2020; Khan et al., 2018; Akinlo et al., 2012). In 

this study, it is attempted to used company size as moderator influencing dependent 

variable of mortgage rate toward companies’ performance as one of the 

contributions on the study of how GDP growth affects companies’ performance.  

H6: Company size magnifies the positive effect of GDP growth toward 

      companies’ performance 
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Figure 1. Research Framework 
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CHAPTER 3 

RESEARCH METHODOLOGY 

 

3.1 Research Design 

To examine how geographical diversification, mortgage rate, and GDP growth 

toward Indonesian property companies’ performance with the moderating effects of 

company size, quantitative research design is used. As per Sukamolson (2007) there 

are 4 types of quantitative research which are exploratory, descriptive, causal or 

hypothesis testing, and case study. Causal types of quantitative research used to 

analyze how is geographical diversification, mortgage rate, and GDP growth affect 

Indonesian property companies’ performance with company size as the moderator. 

 

3.2 Operational Variable 

3.2.1 Geographical Diversification (HHI) 

Geographical diversification measured from revenue by geographic taken from 

companies’ annual report that further calculated with Herfindahl-Hirschman 

Index (HHI) formula: 

 

𝐻𝐻𝐼: 𝑆12 + 𝑆22 + 𝑆32+. . . 𝑆𝑛2                             (3.1) 

Where: 

S: Individual company’s revenue shares within the specified geographic  

Then, revenue by geographic shares measured from the total revenue then 

will be squares and add all the squares together (Kang et al., 2012) with the data 

collection range from 2010 to 2022. 

 

3.2.2 Mortgage Rate (MG) 

Mortgage rate measured from the average data of 5 major banks in Indonesian 

mortgage lending market such as Bank Tabungan Negara (BTN), Bank Central 
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Asia (BCA), Bank Negara Indonesia (BNI), Bank Mandiri, and Bank Rakyat 

Indonesia (BRI). With the data collection range from 2010 to 2022.  

 

3.2.3 GDP Growth (GDP) 

GDP growth data is collected from Indonesian Central Bureau of Statistics 

report on annual GDP growth with the data collection range from 2010 to 2022 

with the formula shown as follow (Candradewi et al., 2023): 

 

𝐺𝐷𝑃 𝐺𝑟𝑜𝑤𝑡ℎ:
𝐺𝐷𝑃𝑡−𝐺𝐷𝑃𝑡−1

𝐺𝐷𝑃𝑡−1
                                   (3.2) 

Where: 

GDPt: Current GDP 

GDPt-1: Previous GDP 

 

3.2.4 Company Performance (Tobin Q) 

Tobin’s Q as proxy of company performance with the equation shown as follow: 

 

𝑇𝑜𝑏𝑖𝑛 𝑄: 
𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠−𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠+𝑀𝑎𝑟𝑘𝑒𝑡 𝐶𝑎𝑝𝑖𝑡𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 𝑉𝑎𝑙𝑢𝑒
          (3.3) 

 

Total market value is measure by total outstanding shares times the price per 

shares for each of the end of the reporting period, while the total assets value 

can be collected from companies’ annual report (Kang et al., 2012). The data 

collection ranges from 2010 to 2022 that will be stated in cardinal number.  
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3.2.5 Company size (SIZE) 

Company size is measured by the log of total assets (Kang et al., 2012) that can 

be collected from companies’ annual report with the data collection range from 

2010 to 2022. 

 

3.2.6 Control Variables 

Leverage, ROA, and dividend payment are used as control variables. Leverage 

is measured by debt-to-asset ratio from company’s annual report. ROA is taken 

from company’s annual report. While, dividend payment is a dummy variable 

that measured by 1 if a company paid dividends, and 0 if it’s not.  

 

3.3 Sampling Method 

To achieve research objective better, purposive sampling is used to have a better fit. 

The population of this research is property companies listed in Indonesia Stock 

Exchange (IDX) from 2010 to 2022 that disclose their geographical revenue 

segment, and actively traded or liquid (200 per day). Then, the final sample of this 

research consist of several companies that has all the samples needed by the author.  

Table 1. List of Companies 

1 BAPA Bekasi Asri Pemula Tbk. 

2 KIJA Kawasan Industri Jababeka Tbk. 

3 MDLN Modernland Realty Tbk. 

4 PWON Pakuwon Jati Tbk. 

5 APLN Agung Podomoro Land Tbk. 

6 OMRE Indonesia Prima Property Tbk. 

7 BIPP Bhuwanatala Indah Permai Tbk 

8 PUDP Pudjiadi Prestige Tbk. 

 

3.4 Data Collection Method 

The data of geographical diversification, company size, and company performance 

is collected from company annual report on its official website. For mortgage rate 
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the data collected from 5 major banks in mortgage lending market in Indonesia such 

as Bank Tabungan Negara (BTN), Bank Central Asia (BCA), Bank Negara 

Indonesia (BNI), Bank Mandiri, and Bank Rakyat Indonesia (BRI). While, GDP 

growth collected from Indonesian Central Bureau of Statistics report on annual 

GDP growth. Furthermore, control variable is collected from the company annual 

report that is available on its official website.  

 

3.5 Data Analysis Method 

The Eviews software application was utilized to divide the data before they were 

examined using a panel data regression approach. Panel data refers to statistical 

techniques that combine time series and cross-section data in a regression model 

utilizing panel data, also known as pooled data. 

3.5.1 Multicollinearity Test 

According to Suliyanto (2011), multicollinearity indicates an almost perfect 

correlation between independent variables. The partial correlation approach 

between independent variables is used in this test. There is no multicollinearity 

in the model if the correlation matrix has no value more than 0.90. Additionally, 

the Variant Inflation Factor (VIF) value can be used to test for multicollinearity. 

If the VIF value is greater than 10, it indicates that multicollinearity exists in the 

regression model; if the VIF value is less than 10, it indicates that 

multicollinearity does not exist in the regression model. 

 

3.5.2 Estimation of Panel Data Regression Model 

The following formula represents the general panel data regression model: 

 

Yit = α + β1X1it + β2X2it + β3X3it + β4(X1*Z)it + β5(X2*Z)it+ β6(X3*Z)it +β7Zit + εit                         

    (3.4) 

Where: 

Yit: Dependent variables 
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Xit: Independent variables 

Z: Moderating effects 

α: Constant 

β1, β2, βn: Coefficients Regressions 

i: ith entity 

t: tth entity 

The Common Effects Model (CEM), Fixed Effect Model (FEM), and 

Random Effect Model (REM) are three analytical techniques for panel data 

analysis. The Common Effect Model (CEM) combines all data without taking 

into account persons or time, resulting in a single set of data that includes the 

independent and dependent variables. Thus, this model is equivalent to all other 

linear regression models. Ignoring the site and time dimensions of the panel 

data, the Common Effect Model (CEM) uses the OLS Regression Estimation 

and has non-different (constant) intercept and slope coefficients (Gujarati, 

2004). The following is the model statement for the panel data regression model 

with the common effects technique (Gujarati, 2003): 

 

Yit = α + β1X1it + β2X2it + … + βnXnit +εit                                  (3.5) 

 

In this case, the n stands for the total number of cross-sectional data sets, the i 

for the i-th individual, and the t for the t-th time. 

The term "fixed effects model" (FEM) refers to a type of model where the 

cross-section (in this example, the company) determines the variation or change 

in the intercept. Even though intercepts vary from company to company, none 

of them alter over time (Gujarati, 2004). This estimate is transformed into a 

General Least Square Fixed Effect by the OLS estimation, producing objective 

and reliable data. Changing the intercept value while keeping the slope constant 

in a panel data regression model is one method to take note of the heterogeneity 

of the cross-sectional unit. The equation for this model, which goes by the name 

Fixed Effect Model (FEM), is shown as follows: 
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Yit = α + β1X1it + β2X2it + … + βnXnit + αit + εit                         (3.6) 

 

while εit is the error term and αi is the unobserved time-invariant individual 

effect. 

As per Gujarati (2004), the Random Effects Model (REM) is a model that 

has a fixed slope but random or variable intercepts that change according to the 

cross-section (the company in this example). In the fixed effect model, 

individual differences are represented by the intercept or constants; in the 

random effects model, individual differences are taken into account by the 

individual error terms. As a result, the random effect model makes the 

assumption that each person's intercept differs. Thus, the overall residual and 

the individual residual are the two residual components. The residual of each 

cross-section unit is the individual residual, and the combined residual of the 

time series and cross-section is the overall residual. Regression model for panel 

data using the random effects model is shown as follows: 

 

Yit = α + β1X1it + β2X2it + … + βnXnit + εit + uit                                   (3.7) 

 

In this case, εit is the error component of the time series unit and uit is the error 

component of each cross-section unit 

 

3.5.3 Selection of Panel Data Regression Model 

3.5.3.1 Chow Test 

A Fixed Effect Model (FEM) or a Common Effect Model (CEM) should be 

applied, depending on the results of the Chow test. The following theories 

guided the execution of this experiment: 

Ho: Probability > 0.05, the Common Effect Model (CEM) can be applied. 
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Ha: Probability < 0.05, the Fixed Effect Model (FEM) can be applied. 

 

3.5.3.2 Hausman Test 

A Fixed Effect Model (FEM) or a Random Effect Model (REM) should be 

applied, depending on the results of the Hausman test. The following 

theories guided the execution of this experiment 

Ho: Probability > 0.05, the Random Effect Model (FEM) can be applied. 

Ha: Probability < 0.05, the Fixed Effect Model (REM) can be applied. 

 

3.5.3.3 Lagrange Multiplier Test 

A Common Effect Model (CEM) or a Random Effect Model (REM) should 

be applied, depending on the results of the Hausman test. The following 

theories guided the execution of this experiment 

Ho: Probability > 0.05, the Common Effect Model (CEM) can be applied. 

Ha: Probability < 0.05, the Random Effect Model (REM) can be applied. 

 

3.5.3.4 Coefficient of Determination (Adjusted R2) 

The coefficient of determination is a test that may be used with both 

independent and dependent variables. Then, based on predefined standards, 

the efficacy of such components is assessed. The requirements are as 

follows: When the value is between 0 and 1, it will be clear that it is the 

cause of the dependent variable's existence. A range with a value around 

zero indicates that the independent variable has little power to affect the 

dependent variable. According to Sugiyono (2013), the coefficient interval 

gauges how accurate the regression line is in relation to a sample's estimate. 

 



33 
 

3.5.3.5 Hypothesis Testing  

A panel data regression analysis model, which uses t and f test to predict the 

degree of the strength of the effects of independent factors on dependent 

variables, was used to test the hypothesis. 

 

3.5.3.6 Model Feasibility (F-Test) 

The F test is used to determine if independent variable influences the 

dependent variable simultaneously If the F value is < 0.1, the independent 

variable affects the dependent variable. The F exam has to fulfill the 

following requirements: 

1. A significant value of F less than 0.1 indicates the approval of 

Ha and the rejection of H0. This will demonstrate how the 

dependent variable is impacted by each independent 

component. 

2. In the event that F exhibits a significant value of F >0.1, H0 

will be granted approval, whereas Ha will be rejected. This will 

demonstrate that the independent variable has no effect either 

on any of the dependent variables. 

With the hypothesis equation as follows: 

H0: β1 = β2 = β3 = … βn = 0 

Ha: Other than H0 

 

3.5.3.7 Partial Test (T-Test) 

According to Ghozali (2013), the T-test is used to show the distinct impacts 

of each independent variable on the dependent variable. After calculating 

each independent variable's coefficient of determination for the dependent 

variable, the t-test will be run to determine the degree to which each 

independent variable affects the dependent variable. The choice is based on 

the P-values of the findings. If the P-value substantially is <0.1, it will be 
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demonstrated that the independent variables have a positive effect on the 

dependent variable. If the P-value significantly surpasses >0.1, it will also 

be demonstrated that the independent variable has no influence on the 

dependent variable. With the hypothesis equation as follows: 

H0: Bn = 0   

Ha: Other than H0 

 

 

Figure 2. Data Processing Flowchart 
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CHAPTER 4 

FINDINGS, ANALYSIS, AND DISCUSSION 

 

4.1 Finding and Analysis 

4.1.1 Descriptive Statistics Analysis 

Descriptive statistics involve gathering, presenting, and summarizing data to 

offer a thorough analysis. The values of the mean, maximum, and standard 

deviation provide an illustration or explanation of the data. It is displayed in the 

following table: 

Table 2. Descriptive Statistics Analysis from 2010 - 2022 

 

Source: Own Findings by Eviews 13 

The data given in Table 2 is analyzed with the help of Eviews Software 

version 13. The data shows observation of 104 which is a total of 8 Indonesian 

property companies listed in IDX with the data collection from 2010 – 2022. 

 The dependent variable, or Tobin’s Q, has a mean of 1.012 that indicate on 

average company is fairly valued by the market and a median of around 0.974 

that indicate several companies isn’t fairly valued by the market. With a range 

of 0.327 minimum by Modern Land Realty in 2020 to the maximum of 1.941 

by Pakuwon Jati in 2014. A standard deviation of 0.365.  
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 Geographical diversification that represented by HHI in this study has a 

mean of 0.615 that indicate on average company is more concentrated and 

median around 0.555 that indicate several companies is more spread than the 

mean indicates. While the maximum value is 1 that indicate company is fully 

concentrated and the minimum value is 0.342 by Pudjiadi Prestige in 2018 with 

standard deviation of 0.207. 

 

Source: Own Findings  

Figure 3. Total Development Project in Indonesia 

 Given the figure above on the total development project in Indonesia 

differentiated by the 7 big islands, the data gathered from the number of 

operations based on geography by each company used as the sample in this 

study. This shows that development has not been evenly distributed in 

Indonesia, as can be seen from the total company operations which are still 

focused on the island of Java, accounting for up to 70%. Followed by Nusa 

Tenggara Islands, especially in Bali by 10%. Then, 7% each for Sumatra and 

Sulawesi islands with another small percentage of 3% each distributed for 

Kalimantan and Maluku islands. The 0% in this figure represented by Papua 

islands. Proving the fact of Java Centric Development that creating disparities 

between regional making it unfavourable to operate outside of Java. 
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 Mortgage rate that represented by MG in this study has a mean of 9.945 and 

median around 10.38. While the maximum value is 11.01 in 2011 and the 

minimum value is 7.240 during 2022 due to several reason. BI rate in the first 

half of 2022 is held low on 3.5% which expected to boost credit leading to 

economy recovery. While the BI rate increased drastically in the end of the rest 

2022 up to 5.75% responding to the uncertainty in the global economy due to 

geopolitical issue and US Inflation. Mortgage rate doesn't affect as according to 

Assessment of the Transmission of Policy Interest Rates to Basic Banking 

Credit Interest Rates in May 2022 by Indonesian Central Bank, commercial 

banks hold their prime lending rate low for a whole year to sustain the credit 

business. Then the standard deviation of the mortgage rate is 1.160. 

 GDP growth that represented by GDP in this study has a mean of 4.694 and 

median around 5.069, while the maximum value is 6.169 in 2011 and the 

minimum value is -2.605 where it happened in 2020 during the global pandemic 

of Covid-19. Indonesian economy was greatly impacted by the pandemic from 

the lockdown imposed globally that disrupt the flow of goods and services 

leading to a decline of economic activity. Then, last data of GDP with standard 

deviation of 2.058. 

 Firm size that represented by SIZE in this study has a mean of 12.451 and 

median around 12.621, while the maximum value is 13.48 by Pakuwon Jati in 

2022 and the minimum value is 11.13 by Bekasi Asri Pemula in 2010 with 

standard deviation of 0.784.  
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Source: Own Findings 

Figure 4. Company Size by log10 of Total Assets in 2022 

  

Source: Own Findings 

Figure 5. Company Size by Total Assets in 2022 

Looking at the Figure 4 and 5 above, it’s a pie chart that compare the 

companies used as sample in this study by its size measured with total assets 

and log10 of its total assets in 2020. It shows differences in company size, with 

the 4 largest companies are Pakuwon Jati (PWON), Agung Podomoro Land 
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(APLN), Modern Land Realty, and Kawasan Industri Jabebeka (KIJA). While 

the remaining companies are smaller.  

Table 3. Correlation Coefficient Matrix 

 

Source: Own Findings by Eviews 13 

In addition to the mean, maximum, minimum, and standard deviation, the 

correlation coefficient is another statistic employed in this study as a component 

of descriptive statistics. The correlation coefficient is utilized to determine the 

relationship amongst linear variables.  Based on Table 3, there is no significant 

linear relationship among the data. 

 

4.1.2 Selection of Panel Data Regression Model 

The Chow Test, Hausman Test, and Lagrange Multiplier Test (LM) are the three 

tests that can be used to determine which panel data model is best. When 

comparing the Common Effect Model to the Fixed-Effect Model, the Chow test 

is used to evaluate which one is preferable. In the meanwhile, the Hausman Test 

is used to evaluate whether the Random-Effect Model is preferable than the 

Fixed-Effect Model and the Lagrange Multiplier Test is used to evaluate 

whether the Common Effect Model is preferable than the Random-Effect 

Model. The estimation model for this study's displayed in the Table 4. 
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Table 4. Result of Panel Data Model Selection 

 

Source: Own Findings by Eviews 13 

Based on Table 4, the preferable model is the Random-Effect Model (REM) 

as Hausman and Lagrange Multiplier Test resulted with Random-Effect Model 

is more preferable compared to Common Effect Model (CEM) and Fixed-Effect 

Model (FEM).  

 

4.1.3 Multicollinearity Test 

A classical assumption test should be conducted before applying multiple linear 

regression to assess the research hypothesis. The classical assumption test is 

used to assess the relationship between variables. Given that this study uses 

panel data and that there are more than two independent variables, the 

multicollinearity test is the proper classical assumption test to run. 

A multicollinearity test is conducted to determine the correlation or strong 

association between variables. Amongst several independent variables in a 

regression model. Suppose the results of the multicollinearity test indicate that 

the Variance Inflation Factors (VIF) have a value of less than 10. In that case, it 

signifies the absence of any multicollinearity issue among the independent 
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variables in the regression model. However, suppose the results of the 

multicollinearity test indicate a Variance Inflation Factor (VIF) value of 10 or 

more. In that case, it indicates the presence of multicollinearity among the 

independent variables in the regression model. The outcome of the 

multicollinearity examination in this investigation is presented in Table 5. 

Table 5. Multicollinearity Test 

 

Source: Own Findings by Eviews 13 

Based on Table 5, multicollinearity doesn’t exist within variable in the 

regression model. Because the VIF value of each variable doesn’t exceed 10 

therefore, multicollinearity doesn’t exist.   

 

4.1.4 Hypothesis Testing 

As Random-Effect Model is the preferable model to used in this study that 

resulted from the selection of regression model. Generally, the equation of 

Random-Effect Model in this study is shown as below: 

 

Tobin’s Qit = α + β1HHI1it + β2MG2it + β3GDP3it + β4(HHI1*SIZE)it +             

             β5(MG2*SIZE)it+ β6(GDP3*SIZE)it +β7SIZEit + εit  + uit              (4.1) 
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Where: 

Tobin’s Qit: Dependent variables 

HHIit, MGit, GDPit: Independent variables 

SIZEit: Moderating effects 

α: Constant 

β1, β2, βn: Coefficients Regressions 

i: ith entity 

t: tth entity 

εit: error component of the time series unit 

uit: error component of each cross-section unit 

But to have a more comprehensive understanding of the relationship 

amongst variables, the author created 3 different model thus resulting in 3 

different regression analysis that later will be summarized in Table 9. 

 

4.1.4.1 Regression Model without Control and Moderating Variables  

The 1st model computed in Eviews Software version 13 is an equation that 

only limited to dependent variable which Tobin’s Q and independent 

variables consisting geographical diversification (HHI), mortgage rate 

(MG), and GDP growth (GDP) that shown in Table 6.  
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Table 6. Regression Model without Control and Moderating Variables Result 

 

Source: Own Findings by Eviews 13 

This regression shows the individual effect of independent variables 

toward dependent variable providing basic understanding of each 

independent variables direct effect.   

Based on Table 6, the Adjusted R-squared value for model 1 is 0.066965 

it means that only 6.7% of Tobin’s Q can be explained by HHI, MG, and 

GDP that means there are another additional factor that is not included in the 

equation that accounted for the remaining 93.3% 

The F value for model 1 is 3.464127 with the Prob significance value 

(F-statistic) of 0.019119 that means it’s significant as it’s < 0.1 and 

independent variables such as HHI, MG, and GDP jointly influences the 

dependent variable, which is the Tobin’s Q. 

For the t test or partial test resulting in HHI positive regression 

coefficient at the 0.085617 with t-statistic value of 0.551365 which is 

insignificant. MG shows positive regression coefficient at the 0.042352 with 
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t-statistic value of 2.001232 which is significant. Same with MG variable, 

GDP shows positive regression coefficient at the 0.024616 with t-statistic 

value of -2.033007 which is significant.  

The result of this testing shows that geographical diversification (HHI), 

mortgage rate (MG) and GDP growth (GDP) positively influences 

companies’ performance (Tobin’s Q). However, HHI is not empirically 

significant. 

 

4.1.4.2 Regression Model with Control Variables 

The 2nd model computed in Eviews Software version 13 is an equation that 

consisting the 1st model and also add control variables into the equation such 

as LEVERAGE, ROA, and DIVIDEND that shown in Table 7. 
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Table 7. Regression Model with Control Variables Result 

 

Source: Own Findings by Eviews 13 

This regression shows the individual effect of independent variables 

toward dependent variable with control variables that assists in taking into 

consideration any potential variables or confounding factors that might 

affect how the independent and dependent variables are related. Control 

variables help to isolate the influence independent variables of interest, 

resulting in more accurate estimates. 

Based on Table 7, the Adjusted R-squared value for model 2 is 0.212265 

it means that 21.22% of Tobin’s Q can be explained by HHI, MG, and GDP 
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that means there are another additional factor that is not included in the 

equation that accounted for the remaining 78.78%. 

The F value for model 2 is 8.272884 with the Prob significance value 

(F-statistic) of 0 that means it’s significant as it’s < 0.1 and independent 

variables such as HHI, MG, and GDP jointly influences the dependent 

variable, which is the Tobin’s Q. 

For the t test or partial test resulting in HHI positive regression 

coefficient at the 0.079084 with t-statistic value of 0.571437 which is 

insignificant. MG shows positive regression coefficient at the 0.034039 with 

t-statistic value of 1.733974 which is significant. GDP also shows positive 

regression coefficient at the 0.02111 with t-statistic value of 1.877118 which 

is significant. Control variables such as LEVERAGE and DIVIDEND is 

significant while ROA is insignificant.  

The result of this testing shows that geographical diversification (HHI), 

mortgage rate (MG), and GDP growth (GDP) positively influences 

companies’ performance (Tobin’s Q). However, HHI is not empirically 

significant. 

 

4.1.4.3 Regression Model with Moderating Variables 

The 3rd  model computed in Eviews Software version 13 is an equation that 

consisting the 1st model and also add SIZE moderating variable into the 

equation that shown in Table 8. 

This regression shows the individual effect of independent variables 

toward dependent variable with moderating variable that help to examine if 

the degree of the moderating variable affects the connection between the 

independent factors and the dependent variable. It assists in determining if 

particular conditions or circumstances affect the direction or intensity of the 

link between the independent and dependent variables. 
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Table 8. Regression Model with Moderating Variables Result 

 

Source: Own Findings by Eviews 13 

Based on Table 8, the Adjusted R-squared value for model 3 is 0.10409 

it means that 10.4% of Tobin’s Q can be explained by HHI, MG, GDP and 

the moderating effect of SIZE_HHI, SIZE_MG, and SIZE_GDP that means 

there are another additional factor that is not included in the equation that 

accounted for the remaining 89.6% 

The F value for model 3 is 2.709556 with the Prob significance value 

(F-statistic) of 0.013155 that means it’s significant as it’s < 0.1 and 

independent variables such as HHI, MG, GDP with moderating variables 
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SIZE_HHI, SIZE_MG, and SIZE_GDP jointly influences the dependent 

variable, which is the Tobin’s Q. 

For the t test or partial test resulting in HHI negative regression 

coefficient at the -3.167758 with t-statistic value of -1.243839 which is 

insignificant. MG shows negative regression coefficient at the -0.88404 with 

t-statistic value of -2.658211 which is significant. GDP in the opposite shows 

positive regression coefficient at the 0.024985 with t-statistic value of 

0.134512 which is insignificant. On the other hand, SIZE_HHI resulting in 

positive regression coefficient at the 0.259758 with t-statistic value of - 

1.237622 which is insignificant. SIZE_MG resulting in positive coefficient 

0.073063 with t-statistic value of 2.77341 which significant. SIZE_GDP 

resulting in negative coefficient at the -0.000143 with t-statistic value of -

0.009687 which is insignificant.   

The HHI result of this testing shows that geographical diversification 

(HHI) is not empirically significant toward companies’ performance 

(Tobin’s Q). Therefore, it suggests that company that diversify doesn’t mean 

it’d lead to a greater performance of the property company. Another result 

from moderating effect on HHI companies’ performance (Tobin’s Q) also 

not empirically significant. Therefore, it suggests that larger size company 

doesn’t necessarily benefiting more from diversification compared to 

smaller company.  

The MG result of this testing shows that mortgage rate (MG) is 

negatively influence companies’ performance (Tobin’s Q). Therefore, it 

suggests that the movement of mortgage rate is highly crucial on property 

companies’ performance as a higher mortgage rate is detrimental to property 

market. While another result from moderating effect on MG shows that it 

positively influence companies’ performance (Tobin’s Q). Therefore, it 

suggests that, larger size company has indicated that they could manage to 

have a better resilience from the fluctuation of mortgage rate compared to 

smaller size company. 
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The GDP result of this testing shows that GDP growth (GDP) is not 

empirically significant toward companies’ performance (Tobin’s Q). 

Therefore, it suggests that growth of GDP doesn’t mean it’d lead to a greater 

performance of the property company.  While another result from 

moderating effect on GDP shows that it doesn’t empirically significant 

toward companies’ performance (Tobin’s Q). Therefore, it suggests that 

larger size company has indicated that being a larger company doesn’t 

necessarily benefit more from GDP growth compared to smaller company. 

 

4.1.4.4 Panel Regression Model Summary Result 

Table 9 summarize the previous 3 models by comparing results of multiple 

models, and assess any consistency or stability of variables toward Tobin’s 

Q. 
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Table 9. Robustness Check 

 

Source: Own Findings by Eviews 13 

Based on Table 9, we can see the consistency of the independent variables 

toward Tobin’s Q. HHI and MG consistently has a positive influence toward 

Tobin’s Q until the 3rd model. While GDP consistently has a positive result 

toward Tobin’s Q during all models. But during 3rd model when moderating 

variable is being introduced, SIZE_HHI and SIZE_MG are positively 

influence Tobin’s Q while SIZE_GDP is negatively influence Tobin’s Q. 

 In terms of significance, only HHI that is insignificant during all 

models while GDP is significant during 1st and 2nd model and MG is 

significant during all model. In the 2nd model, control variables have more 
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significance toward Tobin’s Q. During the 3rd model when moderating 

variable is being introduced, only MG and SIZE_MG that is significant with 

the Prob for t-statistic of MG at the 0.0092 and 0.0067. On the other hand, 

the Prob for t-statistic of HHI and SIZE_HHI around 0.21 and Prob for t-

statistic of GDP and SIZE_GDP at the 0.89 and 0.99. It shows that the 

interaction effect changes the significance of GDP and doesn’t change the 

significance of HHI. 

 Adjusted R-squared in the other hand, reached its peak during the 

2nd model with 21.22% compared to previous results from other models 

which were low 6.7% from the 1st model and 10.4% from the 3rd model. 

And same as F-statistic where it scored a higher value during 2nd model with 

8.272884 compared to previous results from other models which were low, 

3.464127 from the 1st model and 2.709556 from the 3rd model. The Prob of 

F-statistic also scored a higher significance with 0 during 2nd model, 

compared to previous results from other models which were lower, 0.019 

from the 1st model and 0.013 from the 3rd model. Therefore, by comparing 

the results from each model, during 3rd model the moderating effect of firm 

size doesn’t show a strong indication that it has successfully moderate all 

variables’ effect toward Tobin’s Q.  

 

4.2 Discussion  

This study findings found that geographical diversification is insignificant toward 

company performance that measured with Tobin's Q, an opposite result from similar 

studies (Rajesh, 2023; Shira, 2023; Judy et al., 2022). It suggests that HHI as firm 

specific factor doesn’t affect the shareholder wealth and isn’t a crucial resource- 

based value as other companies also pursue diversify. Instead, this finding is well 

explained by the theory of Modern Portfolio Theory (Markowitz, 1952) that explain 

diversification is pursued to reduce risk instead of influencing performance as 

diversification has a better influence toward risk reduction. Where this result is 

supported by Kang at el., (2012) and Kang and Lee. (2015) study findings. The 
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result suggests the possibility that other firm-specific variables may have a greater 

impact on firm performance  

This study findings found that mortgage rate has negative significant relation 

toward company performance measured by Tobin's Q. It suggests that MG as 

industry specific factor negatively affect shareholder wealth and this finding is well 

explained by the theory of income effect (Graaf, 1950) where any changes from 

mortgage rates affect the affordability to finance a house which influence consumer 

spending and confidence therefore affecting the performance of property company. 

Where this result is supported by Kioko (2012) and Nugroho et al. (2018) study 

findings. 

This study findings found that GDP growth is insignificant toward company 

performance measured by Tobin's Q, an opposite result from (Cheong et al., 2020; 

Issah et al., 2018; Dewi et al., 2019; Candradewi et al., 2023).  It suggests that GDP 

growth as macroeconomic factors doesn’t affect shareholder wealth and this finding 

is not in-line with the theory of Keynesian Multiplier Effect (Keynes, 2008) where 

an increase in GDP affects consumer spending and confidence which in the end 

benefiting companies; performance from sales. This phenomenon potentially could 

be explained by Efficient Market Hypothesis (Downey, 2024) as EMH suggest price 

of stock reflect all the information within the market not excluded to GDP growth. 

Therefore, Tobin's Q that also determined by the price of stock won’t change 

significantly in response GDP growth news as the price already adjusted to the 

new information. Where this study also shared the similar finding from previous 

studies (Cheong et al., 2020; Wahid et al., 2019). 

This study findings found that the moderating effect of firm size on geographical 

diversification toward company performance measured by Tobin’s Q is 

insignificant. It suggests that it doesn’t affect shareholder wealth and this finding is 

not in-line with the theory of RBV (Penrose, 1959) where bigger firm with 

extensive resources can expand further to serve demand.  Instead, as explained by 

Modern Portfolio Theory (Markowitz, 1952) previously above that geographical 

diversification is pursued to reduce risk instead of boosting performance. Therefore, 
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in this phenomenon regardless of size, company couldn’t benefit from geographical 

diversification. 

This study findings found that the moderating effect of firm size on mortgage 

rate toward company performance measured by Tobin’s Q is significant positively. 

It suggests that it affect shareholder wealth positively and this finding is in-line with 

the theory of RBV (Penrose, 1959) where bigger firm with greater financial 

capabilities thrive better during harsh times due to changes of mortgage rate. 

This study findings that the moderating effect of firm size on GDP growth 

toward company performance measured by Tobin’s Q is insignificant. It suggests 

that it doesn’t affect shareholder wealth and this finding is not in-line with the 

theory of RBV where bigger firm with extensive resources can serve demand better 

due to its supply. Instead, as explained by the Efficient Market Hypothesis 

(Downey, 2024) previously above that price of stock reflect all the information 

within the market not excluded to GDP growth. Therefore, regardless of size 

company couldn’t benefit from GDP growth. 

The study concludes that geographical diversification and GDP growth have no 

empirically significant effects on the performance of businesses, demonstrating that 

geographical diversification is pursued to reduce risk and the effect of Efficient 

Market Hypothesis (EMH). The insignificance of the moderating effects of business 

size on GDP growth and HHI indicates that larger enterprises benefit less from these 

factors. As evidenced by the income effect theory, on the other hand, performance 

is strongly influenced by the mortgage rate (MG) and is greatly moderated by 

business size. Although hypotheses two and five are accepted, hypotheses one, 

three, four, and six are rejected. 
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CHAPTER 5 

CONCLUSION AND RECOMMENDATION 

 

5.1 Conclusion 

This study initiated due to research gap of the previous studies that doesn’t put many 

attentions in Indonesia setting and property market with firm size often used as 

control variable instead of mediating variables. Therefore, this study focuses on 

geographical diversification, mortgage rate, and GDP growth effect toward 

Indonesian property companies’ performance that measured by Tobin’s Q with firm 

size as the mediator. As geographic diversification provides opportunities for 

growth and better management of risk. Mortgage rates affect property demand and 

revenues because they are influenced by inflation and central bank policy. The 

demand for real estate could be driven by economic growth, which benefits 

businesses by boosting sales and profitability. In contrast to smaller businesses, 

larger corporations exhibit more resilience and market domination, utilizing 

resources to manage economic volatility and profit from market trends.  

This study found that geographical diversification (HHI) is empirically 

insignificant toward companies’ performance (Tobin’s Q) due to the lack value 

added perceived by the market/investors and the uneven development project in 

Indonesia. Meanwhile, mortgage rate (MG) is negatively influenced companies’ 

performance (Tobin’s Q) with an excellent significance showcasing the movement 

of mortgage rate is crucial toward property market. GDP growth (GDP) also found 

to be empirically insignificant toward companies’ performance (Tobin’s Q) due to 

the increase of GDP could be explained by the efficient market hypothesis, where 

GDP changes already reflected in stock return to measure Tobin’s Q therefore 

there’s no significant changes. On the other hand, the moderating effect on 

geographical diversification (SIZE_HHI) and GDP growth (SIZE_GDP) also found 

out to be empirically insignificant that shows company size doesn’t have a 

correlation to help moderate the effect of the variable toward the companies’ 

performance (Tobin’s Q). In the opposite, the moderating effect on mortgage rate 

(SIZE_MG) appeared to be positively significant toward companies’ performance 
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(Tobin’s Q), supporting the argument that larger companies have a better market 

resilience when mortgage rates soar. 

 

5.2 Limitations 

Limitations of this study lies in the variable of geographical diversification. As the 

data is unique and only can be found in the company annual report revenue note 

with many companies undisclosed the data, resulting in a small number of 

companies used as the sample in this research. 

 

5.3 Theoretical Implications  

The following theoretical implications for certain theorems for particular 

populations and settings may be applied based on the study's findings. 

1. This study considers the generally accepted view that geographical 

diversification promotes company performance. The advantages of 

diversification may be more closely associated with risk mitigation than with 

actual performance improvement in this study context. This supports the 

Modern Portfolio Theory by emphasizing risk management is important to 

diversification plans. 

2. The negative correlation between mortgage rates and business performance 

shows the property companies' sensitivity to fluctuations in financing costs. 

This is consistent with the income effect theory, which shows how mortgage 

rates affect price leading to consumer confidence and spending, which in turn 

affects business performance. The result in this study shows the significance 

of industry-specific variables in determining company performance. 

3. This study considers the generally accepted view that GDP growth promotes 

company performance. It implies that the link between GDP growth and 

company performance may be mediated by other variables. Although GDP 

growth is expected to have a beneficial effect on business performance 

according to the Keynesian Multiplier Effect, the outcome suggests that 

Efficient Market Hypothesis has a better explanation toward the insignificant 

result. This implies that expectations for GDP growth may have been priced 
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in by the market. This research suggests that macroeconomic variables may 

not have as much of an impact on a company's success as previously thought 

and expands the use of EMH in the Indonesian property market. 

4. The lack of a significant moderating impact indicates that the advantages of 

geographical diversity do not differ considerably with company size. This 

calls into question the Resource-Based View's claim that bigger businesses 

are better equipped to take advantage of diversification possibilities. Rather, 

the outcome implies how crucial risk management is to diversification plans, 

regardless of the size of the company.  

5. Larger businesses are more resilient to the negative impacts of rising 

mortgage rates, as seen by the strong positive moderating effect. This is 

consistent with the Resource-Based View's claim that company size offers 

benefits for overcoming challenges specific to a given industry. It implies how 

crucial resilience and strength of finances are to sustain company 

performance during poor market conditions. 

6. The lack of a significant moderating effect implies that business size does not 

magnify the influence of GDP growth on performance. This question the 

Resource-Based View's claim that larger businesses have a greater ability to 

benefit from macroeconomic growth. Instead, the outcome can be explained 

by the Efficient Market Hypothesis, which states that market prices already 

include GDP growth forecasts, hence company size has no extra explanatory 

power. This implies the need to reconsider how macroeconomic variables and 

firm-specific variables interact to influence company performance. 

 

5.4 Practical Implications 

5.4.1 For Companies 

The result from this study could suggest that companies should be aware of any 

changes in mortgage rates as it is significantly influenced the property market. 

Financial planning on financing and marketing strategy should be apply as their 

strategic decision to respond to the changes of mortgage rate that influence the 

affordability for housing. Geographical diversification in the other hand may be 
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pursued to reduce risk instead of boosting performance as diversify helps to 

protect from the regional market risk and economic downturns.  

 

5.4.2 For Investors 

As mortgage rate is the significant result in this study, therefore investors should 

pay more attention toward the property company strategic decision on financing 

and marketing strategy when it comes to mortgage rate fluctuation. Due to its 

significant relation toward company performance, company that could 

effectively manage the issue are likely to perform better. In the other hand, 

investors also need to pay attention toward company that diversified as it’s more 

likely to sustain better due to its protection toward regional market risk. 

 

5.4.3 For Government  

Government and the related authorities should pay more attention on their 

policies that may influence the mortgage rate as it’s one of the crucial factors in 

the property sector such as controlling inflation, currency exchange rates, 

economic growth, etc. In the other hand, with the fact that most of the 

development project in Indonesia is heavily being done in Java Island, 

government should encourage a balanced growth within Indonesia. Investing in 

infrastructure development in other islands or giving other benefits to company 

may encourage company to diversify thus improving connectivity, attract 

investment, and closing the disparities gap between islands in Indonesia.  

 

5.5 Recommendation 

The upcoming researcher can adapt geographical diversification variable toward 

other industry or country to generalizability the findings or instead focusing on how 

it could reduce company risk. Future researcher can also explore additional 

variables of diversification, firm-specific, industry-specific, and macroeconomic 

factors that may influence the context under this study investigation. 
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