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Abstract : This study aims to examine and analyze the influence of inflation, economic growth, and 
leverage on profit growth, with firm size as a moderating variable. The research objects are fashion 
retail companies listed on the Indonesia Stock Exchange during the 2017–2024 period. This study uses 
a quantitative descriptive approach. The sampling technique used is purposive sampling based on cer-
tain criteria. Based on this method, six companies were obtained as research samples with a total of 48 
observations. The data used are secondary data sourced from annual financial reports and macroeco-
nomic data. All data were then analyzed using eViews software version 12. The results show that infla-
tion has a negative effect on profit growth in fashion retail companies. Meanwhile, economic growth 
and leverage have been shown to have a significant effect on profit growth. In addition, firm size is 
able to moderate the relationship between inflation, economic growth, and leverage on profit growth. 
These findings indicate that internal company characteristics, especially firm size, play an important 
role in strengthening or weakening the influence of macroeconomic and financial factors on profit 
performance. 
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1. Introduction 
Business development in Indonesia has shown significant growth over the past five years. 

This is reflected in the country's relatively stable economic growth, driven by the role of com-
panies in increasing operating profits. In an increasingly competitive business world, compa-
nies are required not only to maintain their operations but also to continuously grow and 
improve their performance. One key indicator of a company's financial success is increasing 
profits. In business practice, increasing profits plays a crucial role in a company's survival. 
Not only is it an indicator of operational efficiency and effectiveness, but it also serves as a 
benchmark for stakeholders in assessing a company's prospects and financial health. In-
creased profits can also provide a positive signal about the potential return on investment. 
From a company management perspective, increased profits reflect the results of strategies 
and business decisions. Meanwhile, for creditors and other financial institutions, increased 
profits serve as a basis for assessing a company's ability to meet its financial obligations (Sulu-
ling, 2023). 

A company with a profit increase of between 5% and 10% per year is considered stable 
and healthy. Furthermore, a profit increase of 10% to 20% per year is considered good and 
highly competitive (Damodaran, 2010). However, during the course of business, some com-
panies encounter challenges that hinder their efforts to increase profits. As a result, compa-
nies often achieve profit increases below 5%, and even indicate losses. Over the past five 

years, several companies have experienced profit increases below 5%, even experiencing losses 
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(negative profits), indicating that their profitability is still recovering or even deteriorating. The 
observational data obtained by the researchers is as follows:  

 
Overall, all of these companies showed fluctuating profit increases. During this period, 

some companies experienced losses, even for five consecutive years. However, these compa-
nies were still able to maintain their operations and overcome challenges in the business world, 
both through implemented business strategies such as closing several stores, managing eco-
nomic value to generate cash flow by utilizing asset value, financing, and utilizing investments 
more effectively. Based on the existing conditions, it can be concluded that. 2020 was the most 
challenging period for all companies globally, including in Indonesia, as companies faced the 
pandemic and deflationary conditions. This was the case for the fashion retail company that 
was the subject of this study. However, researchers found an interesting finding at PT Hardi-
nata Abadi Tbk, where the company continued to record profits from 2020 to 2024. This 
condition is certainly 

In today's rapidly evolving business landscape, researchers have identified several trends 
in the business world that can impact a company's profit growth, including retail businesses. 
For example, inflation is a major challenge for retail companies. Inflation, in business practice, 
can impact operational conditions and consumer purchasing power when prices rise. This 
increase occurs due to increases in the prices of basic production materials, which increases 
production costs and reduces company profits (Sutanto, 2021). 

 
From the table above, Indonesia's inflation in 2020 and 2024 showed negative figures 

(deflation), which generally indicates a decline in prices for both goods and services. In 2021, 
Indonesia's inflation rate was a healthy 1.8%, compared to 2022, which showed an unhealthy 
5.5%. This will undoubtedly increase the selling prices of products offered by companies, 
thereby decreasing consumer purchasing power. Furthermore, in 2023, inflation will remain 
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healthy at 2.6%. This situation will lead to consumers postponing purchases of goods and 
services, which can reduce consumer demand and reduce company profits due to unstable 
financial flows. From the previous description, researchers identified a research gap regarding 
the impact of inflation on corporate economic growth in Indonesia. This also highlights the 
importance of further research to determine whether these differences in findings are also 
related to fluctuations in inflation in Indonesia, as well as company policies and strategies for 
addressing it, by examining existing data.\ 

Furthermore, based on observations and reviews of previous research, researchers also 
found that economic growth can influence increased corporate profits. Based on these obser-
vations, researchers assume that economic growth can influence increased corporate profits 
through increased consumer purchasing power for the products or services offered by the 
company. This can drive positive performance in terms of the company's sales margins, which 
ultimately can help the company achieve increased profits. Positive economic growth in a 
country can drive increased corporate profits through increased consumer demand due to 
increased purchasing power and increased corporate production capacity (Yadav et al., 2022). 

 
From the table above, Indonesia's inflation rate in 2020 and 2024 showed negative figures 

(deflation), which generally means that prices for both goods and services decreased in those 
years. In 2021, Indonesia's inflation rate was still healthy at 1.8%, compared to 2022, which 
showed an unhealthy inflation rate of 5.5%. This condition will certainly increase the selling 
prices of products offered by companies, thereby decreasing consumer purchasing power. 
Furthermore, in 2023, the inflation rate will still be healthy at 2.6%. This condition impacts 
consumers who tend to delay purchasing goods and services, which can reduce consumer 
demand and reduce company profits due to unstable company financial turnover. From the 
previous description, researchers found a research gap regarding the effect of inflation on 
improving the economic performance of companies in Indonesia. 

 
In 2020, Indonesia's economic growth rate was recorded at -0.2%. This was due to the 

COVID-19 pandemic, which disrupted the national economy. The weakening economic 
growth was also caused by decreased demand due to weakening consumer purchasing power, 
decreased investment activity, and decreased imports and exports of goods. These conditions 
ultimately impacted corporate profits, which tended to decline due to unstable purchasing 
power. The decline in Indonesia's economic value in 2020 was in line with Indonesia's defla-
tionary conditions in 2020 during the COVID-19 pandemic. During this period, all businesses 
in Indonesia were impacted by a significant decline in profits. Companies experienced financial 
difficulties due to reduced capital sources, decreased sales, and increasing debt levels as com-
panies sought capital (D. C. Dewi et al., 2021). 

Another interesting finding from the researchers was the role of leverage in influencing 
the fluctuations in corporate profits. PT Hardinata Tbk (HRTA) experienced a very stable 
increase in profits. However, PT HRTA actually had quite high leverage, with a ratio similar 
to that of PT Mitra Adi Perkasa Indonesia Tbk (MAP). However, PT MAP experienced very 
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high losses over the past five years. This phenomenon led the researchers to speculate that the 
increase in corporate profits could also be influenced by leverage, as well as the company's 
ability to effectively and efficiently use funding sources from debt activities. Below, the re-
searcher presents leverage data on fashion industry retail companies that are the objects of 
observation in this study: 

 
In business practice, companies have varying capabilities in facing challenges and condi-

tions. Larger companies tend to have greater capacity to maintain their business and increase 
profits. Larger companies are considered to have broader business strategies to address chal-
lenges such as inflation, fluctuations in economic growth, and the ability to manage existing 
leverage compared to smaller companies (Sumendap et al., 2023). Company size can be meas-
ured by the size of their total assets. Companies with larger total assets tend to be more eco-
nomically viable because the value of these assets increases with inflation. This allows compa-
nies to obtain funding through the sale of assets, when sources of funding for investment 
activities decline. Furthermore, when a country's economic conditions experience positive 
growth, customer demand for goods or services will also increase. In this case, large companies 
are considered to have sufficient production and distribution capacity to meet the increased 
demand. 

The entire trend description and data presented by the researcher convinces us that the 
increase in corporate profits is influenced by inflation, economic growth, leverage, and com-
pany size. This assumption aligns with research conducted by (Pradipta et al., 2022; Belanová, 
2023; Halik et al., 2024), which states that inflation negatively impacts corporate profits, where 
inflation can reduce corporate profits due to increases in the price of manufactured goods, 
selling prices, and decreased consumer purchasing power. (Inrawan et al., 2022). Their re-
search also shows that inflation, economic growth, and leverage significantly impact profit 
growth. Furthermore, leverage can have a negative or positive impact on corporate profits, 
depending on the company's ability to manage its leverage (Syafi'i & Haryono, 2021). 
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Literature Review 
This study uses two main theories as the basis for developing hypotheses: stakeholder 

theory and Signaling Theory (Teori Sinyal). The stakeholders in question include the public, 
employees, government, shareholders, capital markets, creditors, and others. All stakeholders 
have the right to obtain information regarding company activities and financial conditions, 
which can influence their decision-making. According to Ghozali and Chariri (2007), stake-
holder support significantly influences a company's trust and existence. However, maintaining 
stakeholder trust often requires companies to face significant challenges in the dynamic busi-
ness world, such as inflation, unstable economic growth, and the risk of failure in managing 
corporate leverage. In practice, these obstacles tend to disrupt the company's profit growth. 
The above conditions encourage companies to strive to implement business strategies to 
maintain their financial performance by striving to increase good profits, in order to maintain 
the trust of shareholders, capital markets and creditors. The company's success will be a boost 
of trust from stakeholders to make investments or provide other funding, which will also 
have an impact on the company's capital turnover in increasing its business operational activ-
ities, thereby increasing the company's profits. 

Signaling theory states that companies can send signals to stakeholders about their fi-
nancial condition and future prospects, which then influence stakeholders' perceptions of 
profitability. In practice, companies must send signals to stakeholders through credible or 
trustworthy financial reports. A company's ability to achieve positive profit growth amidst 
dynamic business challenges can be leveraged to send a positive signal to stakeholders. This 
can, in turn, strengthen stakeholder trust. High inflation can create uncertainty for investors, 
so companies can use financial reports showing strong performance as a signal that they are 
able to manage inflation risk. This signal can increase investor confidence and encourage them 
to invest in the company. Therefore, companies must continue to strive to run their busi-
nesses as well as possible to deliver and report positive profit increases. This is a strong reason 
for researchers to choose to use signaling theory to explain the influence of inflation, eco-
nomic growth, and leverage on profit growth, with company size as a moderating factor in 
this study. 

Perposed Method 
This research is a causal associative study using quantitative techniques. Ghozali (2018) 

explains that a quantitative approach is used in research that analyzes the relationships between 
variables based on statistical hypothesis testing. Quantitative research, according to Gujarati 
(2004). This study used a population consisting of a group of fashion industry retail companies 
listed on the Indonesia Stock Exchange from 2017 to 2024. The sampling technique used in 
this study is the purposive sampling technique, using certain criteria to select the sample. Fash-
ion industry companies are retailers that provide men's and women's clothing, accessories, 
bags, shoes, and other lifestyle necessities. The following is a description of the population 
included in this study: 

 
The sample companies must have published their financial reports consecutively from 

2017 to 2024. (6 companies that meet the criteria). Researchers used secondary data in the 
form of annual financial reports from the companies studied, as well as data from the Indo-
nesian Central Statistics Agency (BPS) to supplement their research needs. They calculated 
and analyzed all the data generated regarding inflation, economic growth, leverage, company 
size, and profits for the period 2017 to 2024.  
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This study uses panel data regression analysis to determine and obtain evidence regard-

ing the extent of the influence of the company's profit increase variable (Y) on the independ-
ent variables, namely inflation (X1), economic growth (X2), and leverage (X3). Furthermore, 
this analysis will also determine the significance of each independent variable on the depend-
ent variable studied. The use of the moderation test in this study is expected to provide an-
swers regarding the moderating effect provided by company size on the influence of the var-
iables of inflation, economic growth, and leverage on the variable of increasing profits, by 
using the following equation: 

 
Results and Discussion 

Descriptive statistical analysis was used to determine the characteristics of the sample used 
and describe the variables in the study. Descriptive statistical analysis consisted of sample size, 
range, minimum value, and maximum value (Ghozali, 2018). The results of the descriptive 
analysis in this study are as follo 

 
The results of the Chow test in this study show that the probability value (p-value) ob-

tained is 0.5440 > 0.05, so the selected model is the Common Effect Model (CEM), and is 
continued with the Lagrange Multiplier Test. 
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The Lagrange Multiplier (LM) test is a statistical test used to determine whether the Com-

mon Effect Model (CEM) or the Random Effect Model (REM) is more suitable for panel data 
analysis. Based on the LM test results, the CEM is the preferred model because the Breusch 
Pagan value obtained is 0.5111 > 0.05. 

 
The data analysis method used in this study is a panel data regression model, which is used 

to determine the direction of the influence of the independent variables (whether positive or 
negative). The results of the panel data multiple linear regression analysis obtained in this study 
can answer the following questions 

 
The following explanation is provided: 

a. The t-statistic for X1 is -0.8906, with a probability value of 0.3780 > 0.05. 

Therefore, it can be stated that inflation (X1) has a negative but insignificant effect 

on profit increase (Y). Hypothesis 1 is rejected. 
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b. The t-statistic for X2 is positive at 2.1777, with a probability value of 0.0348 < 

0.05. Therefore, it can be stated that economic growth (X2) has a significant 

positive effect on profit increase (Y). Hypothesis 2 is accepted. 

c. The t-statistic for X3 is 4.4184 with a probability value of 0.0001 < 0.05. Therefore, 

it can be stated that leverage (X3) has a significant positive effect on profit increase 

(Y). Hypothesis 3 is accepted. 

 

With the following explanation: 

a. The coefficient value of variable X1Z is 1.9317. The t-statistic is 0.2684, with 

a probability of 0.7897 > 0.05. Therefore, an increase in firm size as a 

moderating variable by 1 can strengthen the effect of inflation (X1) on profit 

growth (Y) by 1.9317. Therefore, it can be concluded that firm size moderates 

the relationship between inflation and profit growth, but not significantly. 

Hypothesis 4 is accepted. 

b. The coefficient value of variable X2Z is -4.1186, with a t-statistic of -0.7178, 

with a probability of 0.4770 > 0.05. Thus, it can be interpreted that if the 

value of company size as a moderating variable increases by 1, it can weaken 

the effect of economic growth (X2) on profit increase (Y) by 4.1186. 

Therefore, it can be stated that company size is able to moderate the 

relationship between economic growth variables and profit increase, but not 

significantly. Hypothesis 5 is accepted. 
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c. The coefficient value of the X3Z variable is 0.0066. With a t-statistic value of 

0.1345 with a probability of 0.8936 > 0.05. Therefore, it can be interpreted 

that if the value of company size as a moderating variable increases by 1, it 

can strengthen the effect of leverage (X3) on profit increase (Y) by 0.8936. 

Therefore, it can be stated that company size is able to moderate the 

relationship between the leverage variable and profit increase, but not 

significantly. Hypothesis 6 is accepted. 

 
Conclusion 

Based on the discussion of the research results described in the previous chapter, 
the researcher outlines several research conclusions as follows: 

a. Inflation has a negative but insignificant effect on the increase in profits of fashion 

retail companies listed on the Indonesia Stock Exchange from 2017 to 2024. 

b. Economic growth has a significant positive effect on the increase in profits of 

fashion retail companies listed on the Indonesia Stock Exchange from 2017 to 2024. 

c. Leverage has a significant positive effect on the increase in profits of fashion retail 

companies listed on the Indonesia Stock Exchange from 2017 to 2024. 

d. Company size moderates (strengthens) the effect of inflation on the increase in 

profits of fashion retail companies listed on the Indonesia Stock Exchange from 

2017 to 2024. 

e. Company size moderates (weakens) the effect of economic growth on the increase 

in profits of fashion retail companies listed on the Indonesia Stock Exchange from 

2017 to 2024. 

f. Company size is able to moderate (strengthen) the influence of leverage on 

increasing profits of fashion industry retail companies listed on the Indonesia Stock 

Exchange in 2017-2024. 
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