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7. We thus conclude with two hypotheses:
H1 (a): Green investment has an effect on firm value, and
H2 (b-c): Profitability mediates the effect of green investment on firm value.

MEDIATION OF PROFITABILITY

STUDY ON SRI-KEHATI STOCK INDEX COMPANIES —— . ML
IN THE QUARTER Il (Q3) OF 2023 '
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Figure 1. Research Conceptual Framework

Source: Ararat, Black & Yurtoghu (2017); Zhang, Qin & Liu (2020); Chen & Ma (2021)

8. Research Method:

* This research is quantitative research.

* Population: 25 companies listed on the IDX and indexed in the stock index SRI KEHATI in the
third quarter (Q3) and of that population only 24 company that met the data requirements we
needed

* Uses secondary data in the form of data obtained from the IDX and the ESG value reports on
Morningstar Sustainalytics.

* Analysis data: Partial Least Square Path Modeling (SEM-PLS) use SmartPLS 4.1.0.0 to
analyzing '

* The testing technique uses :

(1) descriptive analysis of data to determine the mean,

median, maximum;

(2) as well as construct variable analysis.

* Decision making in the mediation hypothesis refers to Hair, Hult, Ringle & Sarstedt (2022)
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The research has the following results:

X Green investment, expressed by the ESG risk value,
has a direct influence on firm value, and profitability
does not mediate the indirect effect of

green investment on firm value. . - -
v v v v e

X Suggestions for Indonesian companies, especially
those indexed in SRI KEHATI, can maintain their
good ESG risk scores, and try to reduce the risk level,
especially for companies with high ESG risk scores
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X Suggestions for investors include considering 50 g g g = 2
green investment factors more, especially through 40 2 = =
indicating ESG risk values as a tool for making investment decisions. 30| =
6. Companies are likely to adopt green investment only if it is perceived Th'Slésnbet?rﬁi;?tiﬁ‘:?F:?:);;feetsotha:_ tniﬂeser]t:;ﬁtment G 20 l
to be beneficial for their business. We see that green investment PR 2O oh's iy o 10
of a company to be trusted to survive in the long term. o °

can legitimize society and investors to increase company value
Of course, this green investment is have benefit for the company.

We use morningstar sustainalytics DATA

X There are suggestions for future researchers
oy ‘@ to use access paid platforms with more complete
- ESG risk score data and features, and use other indicators
'n‘ * 'n' @ to test green investments, as well as add other variables
that are felt to influence firm value besides the factors

used in this research.

Therefore, based on this background, the researchers aim to explore
the relationship between green investment and firm value,
both directly and indirectly, through profitability.
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