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This study aims to analyze the significance of the direct and indirect effect of 
institutional ownership (INST), profitability (ROI), funding policy (DER), and 
dividend policy (Tobin’s Q) through investment opportunity (MV/BVE). The 
research data used 21 samples of manufacturing companies listed on the 
Indonesia Stock Exchange (IDX) during the 2012-2016 period. Data analysis 
used path analysis with the help of EViews 9 and Sobel test to know the effect of 
investment opportunity as an intervening variable. The interpretation findings 
of the first line analysis model show that Profitability directly affects positively 
and significantly on Corporate Value. Whereas, based on second-line analysis 
model, Funding Policy and Dividend Policy indirectly have significant effects 
on Corporate Value through Investment Opportunity variable. Simultaneously, 
all independent variables affect 97.45% of Investment Opportunities and 
amounted to 97.97% of Corporate Value through Investment Opportunities.

Penelitian ini bertujuan menganalisis signifikansi pengaruh langsung dan tidak 
langsung variabel kepemilikan institusional (INST), profitabilitas (ROI), kebi-
jakan pendanaan (DER), dan kebijakan dividen (DPR) terhadap nilai peru-
sahaan (Tobin’s Q) melalui kesempatan investasi (MV/BVE). Data penelitian 
menggunakan sampel 21 perusahaan sektor manufaktur yang terdaftar di 
Bursa Efek Indonesia (BEI) selama periode 2012-2016. Analisa data menggu-
nakan analisis jalur dengan bantuan eviews 9 dan uji sobel untuk mengetahui 
pengaruh kesempatan investasi sebagai variabel intervening. Hasil interpretasi 
model analisis jalur pertama menunjukkan bahwa Profitabilitas secara lang-
sung berpengaruh positif dan signifikan terhadap Nilai Perusahaan. Sedangkan 
berdasarkan model analisis jalur kedua, Kebijakan Pendanaan dan Kebijakan 
dividen secara tidak langsung berpengaruh signifikan terhadap Nilai Perusa-
haan melalui variabel Kesempatan Investasi. Secara simultan, semua variabel 
independen berpengaruh sebesar 97,45% terhadap Kesempatan Investasi dan 
sebesar 97,97% terhadap Nilai Perusahaan melalui Kesempatan Investasi.
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INTRODUCTION
Modern go public company has a goal of creating 
stock value as one of its main goals,  because  it 
reflectsthe company’s ability in achieving expected 
profit, sales growth, and capital increase.  High 
company stock value wi l l  a lso increase 
corporatevalue and eventually,stockholders’ 
prosperity is also higher.  Future investors see 
corporate value as one of the most important 
variables to assess company as a whole (Cheung, 
Chung, & Fung, 2015).

In Indonesia, the movement of stock values ​​(stock 
prices) of go public companies can be reflected 
comprehensively by the Indonesia composite index 
(ICI/IDX Composite/IHSG Indeks Harga Saham 
Gabungan in Indonesian). In the end of 2018 the 
ICI was IDR 6,194, this amount showed the worst 
performance in the last 3 years with minus 2.54% 
in the transition. Meanwhile in the previous year 
the ICI gave returns of 19.99% in 2017, closing at Rp 
6,355.65, and recorded a gain of 15.32% in 2016 at a 
value of Rp 5,296.71.

There are many factors affecting this corporate 
value, either positively or negatively, from 
external and internal.  As for the internal factors 
include institutional ownership, proftability, funding 
policy, dividend policy, and investment decision. 
The large portion of ownership by institutional 
investors is believed to be able to minimize 
agency conflict and be able to monitor and control 
management performance, so that the stock value 
can increase (Alfaraih, Alanezi, & Almujamed, 
2012). Nevertheless research in the next period 
shows the opposite (Mokhtari & Makerani, 2013), 
even an indication of having a great ability to 
monopolize by the institutional shareholders as the 
majority investor is considered to be able to reduce 
the market value itself (Hermuningsih, 2013).

The high profitability of corporate companies not 
only shows the good performance of the company 
but also provides an overview of the benefits 
that shareholders can have. In the end, the good 

performance will be reflected in the community’s 
assessment of the company, which is seen from 
the better corporate values ​​(Akinlo & Asaolu, 2012; 
Rizqia, Aisjah, & Sumiati, 2013; Sajid, Mahmood, & 
Sabir, 2016). Conversely, high debt levels (leverage) 
tend to threaten investment from investors, which 
can reduce the value of the company on the stock 
exchange. So that it can be said that the market 
will respond better to companies that have low 
debt levels (Adenugba, Ige, & Kesinro, 2016; Rahim, 
Yaacob, Alias, & Nor, 2010). While dividend policy is 
one of the important instruments that become one 
of the sources of investor income, so the existence 
of such dividends can also increase the value of 
the company (Budagaga, 2017; Emamalizadeh, 
Ahmadi, & Pouyamanesh, 2013; Rizqia et al., 2013).

Based on the  previous research  gap  between 
institutional ownership and  dividend policy  on 
corporate value, this study adds investment 
opportunity as an intervening variable. Investment 
Opportunity Set  (IOS) is an investment option or 
future growth opportunity for companies which is 
expected to generate high enough returns. Growing 
companies wi l l  se lect  many investment 
opportunities as a way to grow the companies. Most 
equity market values are taken into account by 
growth opportunities, as well as empirical results 
indicate that growth opportunities affect corporate 
policy decisions (Riahi-Belkaoui, 2000, p. 37).

According to the description of the background 
above, the problem of the study deals with how 
to improve corporate value through  institutional 
ownership,  prof i tabi l i ty ,  funding  pol icy , 
dividend  policy, andinvestment  opportunities.  In 
addition, the  purpose of  this study is to  analyze 
the effect of institutional ownership , profitability, 
funding policy, dividend policy  on  investment 
opportunities and corporate value.

LITERATURE REVIEW 
Corporate value
Corporate value of a company can be assessed 
through its stock price. Stock value is a reflection 
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of the company’s ability to achieve expected profit, 
sales growth, and capital increase. Thus, if the stock 
value of a company is high, then its value will be 
high too. Corporate value can be measured using 
Tobin’s Q, which is the total of stock market value 
and leverage market value divided by the value of 
company’s asset book. Tobin’s Q is used to measure 
the amount of corporate value through potentially 
increasing stock prices, potential management of 
company’s financial management, and potential 
investment opportunities that will grow (Wolfe & 
Sauaia, 2003).

Institutional ownership
Institutional ownership is a very important 
mechanism of external governance. This group of 
investors is in a position to affectpractices adopted 
by the company and their presence can lead to 
changes in company performances. This is because 
monitoring is more effectively done by institutional 
investors themselves.

(Jung & Kwon, 2002) findings showedthat institutio-
nal ownership hasa positive and significant effect on 
corporate value. The same conclusion is also shown 
by (Alfaraih et al., 2012) that there is a positive and 
significant correlation between institutional owner-
ship and corporate value. Based on the findings of 
previous studies, it can be hypothesized:

H1:  Institutional ownership  has a positive and 
significant impact on corporate value

Profitability
Profitability is a measurement of efficiency and 
overall performance of a company, as well as a 
measurement to assess a company’s ability to gene-
rate profits (Nix & Chen, 2013). Companies with an 
annual increasing rate of profit will give a high profit 
to stockholders. The company’s profits will have an 
impact on stock value that will eventually increase 
corporate value (Sajid et al., 2016).

(Rizqia et al., 2013) concluded that profitability has 
a significantly positive correlation with corporate 

value.  The same findings are also deduced by 
(Akinlo & Asaolu, 2012), as well as (Hermuningsih, 
2013).Therefore, based on the previous research 
findings, hypothesis can be made as:

H2:	Profitability has a positive and significant effect 
on corporate value

Funding Policy
Funding policy goes hand in hand with investment 
decision because a company needs sufficient 
funds to support its investment activities.  Capital 
structure refers to financing sources used by 
a company.  Capital sources have important 
consequences for the company and can affect 
its value and its stockholders’ wealth.  Leverage 
is the cheapest form of capital, but the effect of 
high leverage increases will also increase financial 
risk. Leverage does not only increase the default risk 
for the company, but also increases the company’s 
revenue volatility per share and return on equity 
(Baker & Martin, 2011, pp. 1–2). There are several 
theories concerning capital structure, namely trade-
offs and packing order theories.

Earlier studies revealed that there is a significant 
positive effect between leverage and corporatevalue 
(Alonso, De, Iturriaga, & Rodryguez, 2005; Altan & 
Arkan, 2011; Rahim et al., 2010). Based on Cuong 
and Canh’s findings (2012), it is shown that the use 
of leverage to some extent willgive effects,  both 
positive and negative, to corporate value.  The 
reserach findings of (Adenugba et al., 2016; Ahn, 
Denis, & Denis, 2006; Aivazian, Ge, & Qiu, 2005; 
Odit & Chittoo, 2008)  deduced  that the use of 
leverage  has a negative and significant effect on 
corporate value. Based on those findings, it can be 
hypothesized:

H3: Funding policy has a significant effect on 
company value

Dividend Policy
Company’s dividend policy is a financing decision 
which affectsthe company’s revenue amount, 
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whereby the company decides whether to distribute 
profits to stockholders or to retain and reinvest the 
profits. Dividend policy refers to the dividend payout 
policy followed by the company in determining 
the total amount and distribution pattern of such 
dividend payments to stockholders from time to 
time. The dividend policy will affect stockholders’ 
wealth and the company’s ability to maintain 
revenue to exploit the growth of investment 
opportunities (Baker, 2009, p. 3). There are several 
theories on  dividend policy, such  as  Dividend 
Irrelevance Theory  , Bird In The Hand,  Tax 
Preference Theory , and Clientele Effect Theory.

(Rizqia et al., 2013) showed that there is a positive 
and significant correlation between dividend policy 
and corporate value. The correlation is based on 
information asymmetry. Investors do not have entire 
information owned by management. Any policies 
made may reflect information about the condition 
and performance of the company.  The study of 
(Budagaga, 2017)’s also has the same findings 
that there is a significant positive effectof dividend 
payout oncorporate value. Based on the previous 
researches, hypothis can be made:

H4: Dividend policy has a positive and significant 
effect on corporatevalue

Investment Opportunity
Investment Opportunity Set  (IOS) is a company’s 
alternative investment in the future, which is 
expected to generate high enough returns. (Myers, 
1997) explains that investment policy is an 
investment decision in the form of combination 
of assets owned by the company and future 
investment opportunities.  The investment policy 
will affect corporate value. IOS is a company’s 
opportunity to grow bigger in the future. However, 
not all companies are able to use investment policy 
well, so they will tend to make higher expenses 
compared to the value of lost opportunity (Riahi-
Belkaoui, 2000).  Wahal and Mc Connell (2000) 
found a positive relationship between institutional 
ownership and company investment  in Research 

and development.   Based on the f indings 
ofprevious researches, a hypothesis can be made:

H5:	Institutional ownership  has a positive and 
significant effect on investment opportunities

The research findings conducted by (Hassanpoor & 
Pourali, 2014) showed that profitability has a positive 
and significant effect on investment policy.  The 
same research findings are also summarized by 
(Sajid et al., 2016) that profitability has a positive and 
significant impact on investment decisions. Based 
on the findings of previous researches, it can be 
hypothesized:

H6:	Profitability has a positive and significant effect 
on investment policy

(Sajid et al., 2016) also suggested that leverage has 
a significant and negative impact on investment 
decisions. The research is in line with the research 
findings conducted by (Kallapur & Trombley, 1999; 
Smith & Watts, 1992), that growing companies tend 
to favor internal financing rather than leverage .

H7:  Funding policy has a significant negative effect 
on investment policy

Research  conducted (Rizqia et al . ,  2013; 
Subramaniam, Devi, & Marimuthu, 2011) indicated 
that dividend policy has a negative and significant 
effect on investment opportunities. The findings of 
this study are in accordance with those of (Jensen, 
1986)’s, claiming that dividend distribution has a 
negative effect on investment opportunities. Based 
on the previous researches, a hypothesis can be 
made:

H8:	D iv idend pol icy  has  a   negat ive  and 
significant effect on investment policy

 Research findings belong to (Rahim et al., 2010; 
Rizqia et al., 2013) concluded that investment 
opportunity has a positive effect on corporate 
value. The findings are also in accordance with the 
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research findings conducted by (Slater & Zwirlein, 
1996). Based on the previous researches, hypothesis 
can be drawn:

H9:	Investment policy has a positive and significant 
impact on corporate value

METHODS
This study used data taken from companies’ financial 
statements in manufacturing industry sector listed in 
the Indonesia Stock Exchange (IDX) during the 2012-
2016 period. The population in this study was the 
companies listed in the Indonesia Stock Exchange in 
the 2012-2016 period and included in manufacturing 
industry sector. The sample used was on the basis 
of  certain  considerations and criteria, namely 
the company must be listed in the Indonesia Stock 
Exchange (IDX) in the period of 2012  -2016,  the 
companies’ financial statements must have been 
published on www.idx.co.id, dividend must be in 
the period of 2012 -2016, and the companies must 
have appropriate financial statement data to be 
used as independent variables in this study.

Variables in this study used institutional ownership, 
profitability, funding policy, and dividend policy as 
independent variables. Whereas, corporate value 
was used as dependent variable, and investment 
opportunity was intervening variable.

Corporate Value:  measured using Tobin’s Q that 
is the total market value added with the total 
debt and compared with the total assets of the 
company using the following formula (Gamayuni, 
2015):

Tobin’s Q =   Total market value + Total Debt
Total Assets

I n v e s t m e n t  O p p o r t u n i t y   S e t   ( I O S ) :  a s 
intervening variable  which can theoretically 
affect the relationship between independent 
variables  and dependent  variable  into indirect 
relationship. Investment Opportunity was measured 

by Market to Book Value of Equity (MV/BVE ) with 
the  calculation using the formula  (Kallapur & 
Trombley, 1999) as follows:

MV / BVE =
   Total number

                       of stock circulated  x  stock price
Total Equity

Institutional ownership:  is the total number 
of stocksowned by institutional investors and 
compared to all stockscirculation.  Institutional 
opportunity was calculated  using  the following 
formula: Fitriyah and Hidayat (2011):

INST =
   Number of stock owned by institution

Total Equity

Prof i tabi l i t y :   measured us ing   re turn  on 
investment  (ROI),  which compared the amount 
of net profit after tax with total assets of the 
company.  Profitability was calculated by the 
formula (Priatinah & Kusuma, 2012):

Return on investation =
   Net Profit after tax

Total Assets

Funding Policy:  measured using  debt to equity 
ratio  (DER),  which is comparing the company’s 
total debt with its own total capital, by using the 
following formula (Gamayuni, 2015):

Debt to Equity Ratio =
   Total Debt

Total Equity

Dividend Policy : measured using Dividend Payout 
Ratio  (DPR), namely by the follwing formula 
(Agrawal & Jayaraman, 1994; Gamayuni, 2015):

DPR =
   Dividend per share

Return per share

Regression Equation Model
This study used panel data conducted by classic 
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assumption test and hypothesis test, using 
eviews 9  program assistancehip.  The classic 
assumption  tests  included muticolinierity and 
heteroscedasticity test.Normality test was done on 
the residue. Regression equation model made use 
of two models as follows:

Model I : 
Y1 = α + β5 X1 + β6 X2 + β7 X3 + β8 X4 + β1
MV/BVE = β5 INST + β6 ROI + β7 DER
                  + β8 DPR + ε1

Model II :
Y2 = α + β1 X1+  β2 X2 + β3 X3 + β4 X4 
         + β9 Y1 + ε2
Tobin’s Q = β1 INST + β2 ROI + β3 DER 
                     + β4 DPR + β9 MV/BVE + ε2

RESULTS AND DISCUSSION 
Selection of Regression Model
Based on the result of Chow Test, each equation 
I and II showed a probability value for  cross-
section Chi-square at 0.000 and 0.000 (<0. 05 ), so 
the best model used was  Fixed Effect  (FE).  The 
Hausman Test  results for probability value of 
random cross-section of  equation I and II, each 
showed a value of 0. 000 and 0.0050 (<0. 05 ), so 
it  could be  concluded  that  the best model used 
was Fixed Effect (FE). In equation I and II conducted 
by Chow Test and Hausman Test with the results of 
the same model selection, namely Fixed Effect, so it 
was no need to do Langrangge Multiplier (LM) Test.

Classic assumption test
Multicollinearity Test
Based on mult icol ineari ty test  results of 
equation  I  and II, it was  obtained that the  value 
of correlation coefficient between independent 
variables were  all less than 0.80. This showed 
that there was no multicollinearity on regression 
model of equation I and II.

Heteroscedasticity Test
Based on Glejser  test  resul ts  as  shown 
in  Table  4,  the probability value of ROI variable 

on  equation I  was  0.0185  (>  0.05),  which 
means, there was heteroscedasticity.  Similarly, 
on equation II, the probability value of ROI 
variable was 0.0000  (<  0.05),  so that  there was 
heteroscedasticity.  Therefore, equation I and 
II models   were  resolved  using General Least 
Square (GLS) regression model.

The result of heteroscedasticity test by GLS method 
was assessed by comparing the value of  sum 
squared residual weighted  and  sum squared 
resid unweight. The test result of GLS method on 
equation  Iand  II obtained  that the values of sum 
squared resid weighted were respectively 424.4013 
and  81.82222  424.4013,  while the  values of sum 
squared resid unweight  were respectively 
549.7338 and 96.74014.  These results indicated 
that the sum of squared residual weighted values ​​
were less than those of sum of the squared resid 
unweight values, so it can be concluded that the 
equation model I and II with GLS method did not 
have heteroscedasticity problems.

Hypothesis testing
The hypothesis testing of equation I and II regression 
model was done using GLS method, which can be 
seen in Table 1.

Based on the coefficient values, the  regression 
model of equation I and II can be made as follows:

MV/BVE = 3,2530 INST + 3,3029 ROI + 7,0481 DER 
                  + 0,2671 DPR + ε1
Tobin’s Q = -0,6355 INST + 8,8102 ROI 
                      - 0,2316 DER - 0,0209 DPR 
                     + 0,1636 MV/BVE + ε2

Based on Table 1, the research model can be drawn 
as in Figure 1.

The testing result  of path analysis on figure 1, it 
is known that institutional opportunity variable 
had neither direct nor indirect effect on company 
value. This is because institutional ownership had 
neither significant effect on company value nor on 
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investment opportunity.  Other results indicated 
that  profitability, funding policy, and dividend 
policy indirectly affectedcorporate value through 
investment opportunities. However, it needed to be 
tested using Sobel Test, so the result shown Table 
2 was obtained.

Table 2 shows the coefficient value of profitability 
indirect effect on corporate value through smaller 
investment  opportunity  compared to that of 
profitability direct effect on corporate value. So it 
can be concluded that profitability directly affected 
company value. The conclusion is that funding and 

dividend policy indirectly affect the value of the 
company through investment opportunity.

Discussion
The findings of this study are in accordance with those 
of (Mokhtari & Makerani, 2013), which show that 
between institutional ownership and corporatevalue, 
there is no significant relationship.  The findings 
of this study do not support the convergence 
argument from Jansen and Meckling (1976) which 
states that high institutional ownership will have 
an impact on increasing supervisory capability, 
thereby reducing agency problems between 

 Hypothesis Description Coefficient Prob. Result

H1 INST (X1) → Tobin’s Q (Y2) -0.6355 0.3067 H1 rejected

H2 ROI (X2) → Tobin’s Q (Y2) 8.8102* 0.0000 H2 accepted

H3 DER (X3) → Tobin’s Q (Y2) -0.2317 0.1248 H3 rejected

H4 DPR (X4) → Tobin’s Q (Y2) -0.0210 0.3335 H4 rejected

H5 INST (X1) → MV/BVA (Y1) -3.2530 0.4168 H5 rejected

H6 ROI (X2) → MV/BVA (Y1) 3.3029* 0.0347 H6 accepted

H7 DER (X3) → MV/BVA (Y1) 7.0482* 0.0000 H7 accepted

H8 DPR (X4) → MV/BVA (Y1) 0.2671* 0.0455 H8 accepted

H9 MV/BVA (Y1) → Tobin’s Q (Y2) 0.1637* 0.0000 H9 accepted
Description: * Significant at alpha 5%

Table 1. Hypothesis Testing Results of Fixed Effect Model of Equation I and II

Figure1. Analysis Result of Research Model Path. * Significant at alpha 5%

Investment
Opportunity Corporate Value

Institutional
Ownership

Provitability

Funding
Policy

Dividend
Policy

H1
H5

8.8102*

-0.6355

-3.2530

3.3029*

-0.2316

-0.0209

0.1636*
7.0481*

e1= 0.0255

H6

H7

H9

H8

H2

H3

H4

e2= 0.0203

0.2671*
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managers and stockholders. Institutional investors 
within the company can actively monitor and 
control management behavior through decision-
making.  Morck  et al.,  (1988) in (Hermuningsih, 
2013) stated that high institutional ownership will 
have an impact on decision-making power, which 
can then be disadvantaged to the interests of 
minority stockholders, resulting in a decline in 
stock prices.

Based on signaling hypothesis  theory  which 
explains the correlationbetween profitability and 
corporate value, high profitability gives a positive 
signal to stockholders that the company is in a good 
condition and able to produce profit. This condition 
is an attraction to investors to invest their stocks 
in the company, so that the value of the company 
will increase (Hermuningsih, 2013). Therefore, the 
findings of this study indicate that profitability has 
positive and significant effects on corporate value, 
which is in accordance with research by (Akinlo & 
Asaolu, 2012; Gamayuni, 2015; Hermuningsih, 2013; 
Rizqia et al., 2013; Sucuahi & Cambarihan, 2016).

The findings of this study are not in accordance 
with tax preferrence theory in  relation to its 
capital structure, which states that the use of 
high debt levels will increase corporate value 
as a result of many  tax benefits,  which can be 
saved by the company.  Modigliani and Miller 
(1958) in (Hermuningsih, 2013) argued that 
under the assumption of perfect capital markets, 
corporatevalueis irrelevantly determined by capital 

structure.  Investors care more about the gains or 
losses of their stockholdings due to constant stock 
price changes. Therefore, the correction of stock 
prices will impact on corporate value. This theory 
explains the third hypothesis testing result that the 
funding policy has no effect on corporate value. This 
finding goes hand in hand with that of (Sulistiono, 
Moeljadi, Djazuli, & Solimun, 2017).

Miller and Modigliani (1958) deduced that company’s 
dividend policy in the perfect capital market is 
irrelevant affecting corporate value. This is because 
corporate value will be determined by the current 
cash flow and future capital investment decisions, 
not by how profits are shared as dividends or 
retained earnings. Miller and Modigliani also stated 
that investors naturally will not care about the 
choice between dividends and capital gains (Priya & 
Mohansundari, 2016). Based on the hypothesis testing 
result, dividend policy has no effects on corporate 
value. This finding is in line with the that of (Khan, 
Nadeem, Islam, Salman, & Gill, 2016; Sulistiono et 
al., 2017).

The condition of companies which is able to gain a 
stable profit will potentially invest in the future. This 
indicates that the company seizes the existing 
investment opportunities to further increase the 
company’s profits in the future, thus giving trust 
to stockholders. Company managers believe that 
stockholders’ satisfaction depends on the benefits 
they expect. Therefore, company managers seek to 
increase the company profits through investment 

Variable Coeff.
Indirect (axb)

SE Indirect t - value Ket.

Indirect effect of ROI to Tobin's
Q through MV / BVE 0.5406 0.26603 2.0321 Significant

The indirect effect of DER to Tobin's Q 
through MV / BVE 1.1536 0.20273 5.6902 Significant

The indirect effect of DPR to Tobin's Q 
through MV / BVE 0.0437 0.02265 1.9306 Significant

Description: Significant at alpha 5%

Tabel 2. Sobel Test Result of Indirect Effect of INST, ROI, DER, and DPR on Tobin’s Q through MV/BVE
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policy in the future. This finding of this study goes 
with that of (Hassanpoor & Pourali, 2014; Sajid et 
al., 2016), stating that profitability has positive and 
significant impacts on investment opportunities.

Investment opportunity as a company’s growing 
standard is rated by the company management, 
concerning the types of funds that will be used, 
so that the use of  debt  significantly affect the 
company’s investment opportunities. The finding 
of this study is consistent with the model of capital 
structure signaling theory which predicts that 
the use of  debt  is a positive signal to investors, 
stating that companies with higher leverage levels 
will show better stock market performance. This 
findingis in line with that of (Alonso, De et al., 2005; 
Cheng, Liu, & Chien, 2010).

The dividend policy has significant positive effects 
on investment opportunities for the company. This 
indicates that the stockholders are given a certainty 
by the company in distributing a relatively constant 
dividend. In addition, the value of stock capitalization 
can be increased through a dividend policy that can 
be linked to investment by the company.

The utilization of investment opportunities by 
the company will have positive impacts on stock 
prices, thus increasing the company’s growth as 
a basis for determining stock prices.  Modigliani 
and Miller (1961) in (Hermuningsih, 2013) explai-
ned that company’s ability in generating profits 
and capitalizing on great investment opportunities 
will be more decisive in stock price changes of 
companies, so positive and significant responses 
to stock prices will increase the value of the com-
pany.  Therefore,  investment opportunities  have 
positive and significant impacts on corporatevalue, 
so this hypothesis is in line with the research fin-
dings conducted by (Rahim et al., 2010; Rizqia et 
al., 2013; Sulistiono et al., 2017).

Theoretical Implications
This  research model has R-squared value on the 
first and second regression equation model, each 

earned 0.9745 and 0.9797, so that all independent 
variables in this research were able to explain 
investment opportunity equal to 97,45%, and able 
to explain company value equal to 97. 97%. This 
research model has been good, but institutional 
ownership variable has neither direct nor indirect 
significant effect on company value. Therefore, this 
research model can be used to develop the next 
researches.

MANAGERIAL IMPLICATIONS
The f indings of  th is   s tudy  indicate that 
Profitability  directly  affects Corporate Value.  
Profitability measures profit levels that can be 
generated by company. When the company profits 
increase, the stock prices will also increase, so that 
it will positively be responded by stockholders or 
investors. The rising stock price indicates that the 
company’s stock is of high value, so the corporate 
value will be high as well. Therefore, the company’s 
management  needs to  maximally improve the 
company’s performance, so that will attract more 
investors to invest their shares into the company.

Funding and Dividend Policy  indirectly affect 
Company Value onInvestment Opportunity.  This 
suggests to management that when the Company’s 
Dividend and Funding Policiesare used to increase 
the Corporate Value without considering investment 
opportunities, the findings obtained will not increase 
the Corporate Values ​​according to management 
expectations. Therefore, the management should 
consider and use Investment Opportunities to 
increase their Company Value. 

CONCLUSION
Based on the findings of this study, the regression 
equation models were used to explain that all 
independent variables jointly used were able 
to explain corporate value through investment 
opportunities in companies in manufacturing 
industry sector listed in the Indonesia Stock 
Exchange  during 2012-2016 period, so  this 
experiment can be deduced that:
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1.	 Institutional Ownership, Funding Policy and 
Dividend Policy  have insignificant negative 
effects on Corporate Value. Once  there is an 
increase in Institutional Ownership,  Funding 
Policy, and Dividend Policy,Corporate Value will 
then decrease, but the decrease is insignificant.

2.	 Profitability and Investment Opportunity have 
positive and significant effects on Corporate 
Value. This suggests that if there is an increase 
in  profitability, CorporateValue will also 
increase significantly.

3.	 Institutional Ownership has an insignificant ne-
gative effect on Investment Opportunities. The-
refore, when there is an increase in Institutional 
Ownership, Investment Opportunity will then 
decrease insignificantly.

4.	 Profitability, Funding Policy, and Dividend 
Policy  have positive and significant effects 
on Investment Opportunity. This suggests that 
if Profitability, Funding Policy, and Dividend 
Policy  increase, Investment Opportunity will 
also then increase significantly .

5.	 Based on path analysis,  Institutional  Owner-
ship,  Funding Policy, and Dividend Policy 
cannot directly affect Corporate Value. Howe-
ver, only is Profitability able to directly affect-
Company value.

6.	 Based on  path analysis and Sobel Test, 
Funding Policy and Dividend Policy indirectly 
affect Corporate Value through  Investment 
Opportunity. Therefore, if we do not consider 

the use of Investment Opportunity as an 
intervening variable, Funding and Dividend 
Policy will not affect Corporate Value.

Limitations of the Research
1.	 This study only used Institutional Owner-

ship,  Funding Policy, Dividend Policy and 
Investment Opportunities in assessing the 
increasing model of Corporate Value.

2.	 This study used  21 industrial companies of 
manufacturing sector with  5 years research 
period from 2012 to 2016 as its sample.

Future Studies Agenda
1.	 Future  studies  are  expected  to  add  other 

variables affecting Corporate Value, such 
as Good Corporate  Growth, Corporate  Social 
Responsibility, Managerial Ownership, and 
so on.

2.	 Future studies   need to add the number of 
research samples and the time periods of the 
study.

3.	 Future studies  need to add moderating 
variables on the effect between Dividend Policy 
and Corporate Value.

4.	 Future studies   need to develop research 
models for other industry sectors in addition to 
manufacturing sectors, for example in the main 
sector industries (agriculture and mining 
sectors), or service industries (property, 
infrastructure, finance and trade). 
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