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ABSTRACT 

 

Analysis of Leverage Determinant on Manufacturing Companies  

at Indonesian Stock Exchange 

 

 This research intended to prove and analyze empirically that the influence 

of profitability, size, collateral asset and business risk to company’s leverage of 

the manufacturing companies at Indonesian Stock Exchange. 

 This research uses a quantitative method with a 5% of significant level 

(α). Population of this research is manufacturing companies that listed in 

Indonesian Stock Exchange from 2003 to 2007. Samples of this research are 

manufacturing that listed in Indonesian Stock Exchange from 2003 to 2007, have 

leverage’s policy, corporations give a complete financial statement, such as 

research variables from 2003 to 2007. In this research, the samples are divided 

into three categories which are high growth opportunities company, medium 

growth opportunities company and low growth opportunities company. 

 The method of collecting data uses pooling data which is combining cross 

selection and time series data. This models is analyzed by using ordinary least 

square regression with Newey-West method. This regression analysis is done by 

using Eviews and SPSS computer software program. 

 The result of this research shows that there is a significant and negative 

correlation between profit and company’s leverage. Collateral asset variable does 

not have significant correlation to company’s leverage, except for the medium 

growth companies. There is a positive and significant correlation between 

collateral asset and leverage. There is a positive and significant correlation 

between risk and leverage on the general sample and high growth companies. 

However, on medium and small growth companies, there is a positive and 

significant correlation between risk and leverage. 

 

Key words: leverage, profitability, collateral asset, risk  
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