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ABSTRACT

This study aims to analyze the effect of liquidity and profitability levels on firm
value with dividend policy as an intervening variable in pharmaceutical sub-sector
companies listed on the Indonesia Stock Exchange (IDX) for the period 2018-
2022. This study uses quantitative methods with secondary data obtained from the
company's annual financial statements. The data analysis technique used is path
analysis to test the direct and indirect relationship between the independent
variables (liquidity and profitability) on the dependent variable (firm value)
through the intervening variable (dividend policy). The results showed that
partially, Current Ratio (CR) has no significant effect on Price Earning Ratio
(PER), while Return on Equity (ROE) has a significant positive effect on PER. In
addition, the results also show that dividend policy is able to mediate the effect of
liquidity and profitability on firm value. The conclusion of this study is that the
level of profitability as measured by ROE has a significant effect on firm value,
while liquidity as measured by CR has no significant effect. Dividend policy acts
as an intervening variable that strengthens the effect of profitability on firm value.
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