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Abstract 

This study aims to obtain empirical evidence regarding the effects of leverage, 
liquidity, and firm size on hedging decisions among manufacturing companies listed 
on the Indonesia Stock Exchange during the 2021–2024 period. The research 
sample was selected using purposive sampling, resulting in 25 companies with a 
total of 100 observations. The research data were obtained from the companies’ 
annual financial reports and analyzed using logistic regression. The results indicate 
that leverage has a positive and significant effect on hedging decisions, whereas 
liquidity and firm size do not have a significant effect on hedging decisions. The 
study concludes that companies with high debt levels tend to engage in hedging 
activities to minimize the risk of exchange rate fluctuations. 
 
 

 
INTRODUCTION 

The era of globalization has led to increasingly interconnected economies among nations, 
driving an increase in international trade. As a result, companies have broader opportunities to 
expand their businesses through exports, imports, investments, and foreign financing (Fadhila & 
Sumantyo, 2023). This development not only offers benefits in terms of improving the company’s 
performance and growth, but also gives rise to various risks stemming from global economic 
uncertainty—particularly the risk of foreign exchange rate fluctuations, which are becoming 
increasingly complex as cross-border transactions increase(Indriyanti et al., 2025; Kusumah & 
Nurdin, 2025). 
 

 
 Figure 1. Movement of the Rupiah Exchange Rate Against the USD, 2021–2024 

Source: Bank Indonesia (processed data), 2026 
 

Figure 1 shows that the rupiah’s exchange rate against the USD weakened during the 2021–
2024 period. The rupiah’s exchange rate rose from Rp14,312 in 2021 to Rp15,847 in 2024. The 
depreciation of the rupiah indicates that companies involved in international transactions face 
greater exposure to foreign exchange risk. Exchange rate fluctuations can affect the value of 
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transactions denominated in foreign currencies, including export revenues, import payments, 
foreign currency debt, and other international financial obligations. According to Madura (2018), 
exchange rate fluctuations can influence the financial condition of companies because changes in 
currency values affect the amount of domestic currency required to settle foreign currency 
transactions. Similarly, Eiteman et al. (2016) explain that companies involved in international 
transactions are exposed to transaction exposure, which arises from changes in the domestic 
currency value of contractual cash flows denominated in foreign currencies. 

The Central Statistics Agency also released data indicating that the non-oil and gas 
processing sector, or manufacturing, dominates Indonesia’s export structure, contributing 
approximately 70% to 75% of total national exports. Additionally, import activity is dominated by 
industrial raw materials, the majority of which are used by the manufacturing sector. This situation 
indicates that manufacturing companies are closely tied to export and import activities. The high 
involvement of manufacturing companies in international trade causes the sector to face 
considerable exposure to foreign exchange fluctuations. Companies that import raw materials may 
experience an increase in production costs when the rupiah depreciates, while companies with 
foreign currency liabilities may face an increase in the rupiah value of their obligations. On the 
other hand, exporters may benefit from a weaker rupiah when foreign currency revenues are 
converted into rupiah. Therefore, the impact of exchange rate fluctuations depends on the 
company’s foreign currency exposure and the structure of its international transactions. 

Jorion (1990) explains that exchange rate exposure reflects the sensitivity of a company’s 
value to changes in exchange rates. The magnitude of this exposure varies depending on the 
characteristics and international activities of each company. The volatility of the rupiah’s exchange 
rate against foreign currencies results in foreign exchange losses that affect cash flow, operating 
costs, and corporate liabilities, particularly for manufacturing companies engaged in export-import 
activities and international financing (Yudha et al., 2023). This condition demonstrates that 
exchange rate fluctuations can create financial uncertainty for companies, particularly those with 
substantial foreign currency transactions and obligations. 

An example of exchange rate risk can be seen in PT Krakatau Steel Tbk, which has foreign 
currency debt of approximately USD 1.7 billion. The weakening of the rupiah has increased the 
company’s debt burden and resulted in foreign exchange losses, thereby weighing on its financial 
performance (Indo Premier Sekuritas, 2023). This condition indicates that companies with 
significant foreign currency debt are more vulnerable to exchange rate movements. The greater 
the foreign currency liabilities, the greater the potential increase in the rupiah value of debt when 
the domestic currency depreciates. This indicates that highly leveraged companies need sound 
hedging policies to manage and mitigate exchange rate risk (Alditia et al., 2025). 

Hedging is one of the strategies that can be used by companies to reduce the potential 
negative impact of exchange rate fluctuations. According to Hull (2018), derivative instruments 
can be utilized as financial risk management tools because their value is associated with an 
underlying asset or variable, including foreign exchange rates. Therefore, implementing hedging 
strategies is crucial as a means of minimizing the negative impact of exchange rate fluctuations 
through the use of derivative instruments such as forwards, futures, options, and swaps (Hosama 
& Setyawan, 2022). Froot et al. (1993) also explain that corporate risk management can help 
companies reduce cash flow uncertainty and maintain sufficient internal funds for operational and 
investment activities. Thus, hedging is not only intended to reduce potential foreign exchange 
losses but can also support the stability of corporate cash flows. 

From an accounting perspective, a company’s decision to engage in hedging as a form of 
financial risk mitigation is related to the application of the principle of prudence. In the IFRS 
Conceptual Framework, this principle emphasizes that companies must adopt a prudent approach 
when making plans and decisions under conditions of uncertainty to avoid overestimating financial 
performance. In line with this, IFRS 9 explains that the use of derivative instruments in hedging 
activities is intended to reflect a company’s risk management practices in its financial statements. 
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The application of the principle of prudence in financial risk management is also regulated, notably 
through Bank Indonesia Regulation No. 16/21/PBI/2014 on the Application of the Principle of 
Prudence in the Management of Foreign Debt by Non-Bank Corporations. This regulation 
emphasizes the importance of companies managing foreign exchange risk, including the use of 
hedging instruments to maintain financial stability and avoid potential losses resulting from 
exchange rate fluctuations. 

A company’s decision to engage in hedging is also influenced by various internal factors 
that reflect its financial condition. One such factor is leverage, which indicates the level of debt 
utilization. The higher the leverage, the greater the financial obligations that must be fulfilled by 
the company. Brigham and Houston (2019) explain that the use of debt creates financial leverage 
and increases the company’s fixed financial obligations. This situation can encourage companies 
with high leverage to implement hedging strategies to reduce the potential impact of exchange rate 
fluctuations on their liabilities. Therefore, companies with higher leverage tend to have greater 
incentives to protect their financial position from foreign exchange risk (Rahmawati & Syahwildan, 
2024; Ulfa et al., 2024). 

The second factor is liquidity, which indicates a company’s ability to meet its short-term 
obligations. According to Brigham and Houston (2019), liquidity reflects the company’s ability to 
fulfill short-term financial obligations using its current assets. Companies with high liquidity 
generally have greater financial flexibility and may be more capable of absorbing the financial 
effects of exchange rate fluctuations. Conversely, companies with low liquidity may have greater 
incentives to protect their cash flows and financial obligations through hedging. This is consistent 
with Hilaliah and Hermanto (2024) and Zai and Mansur (2024), who explain that liquidity is related 
to a company’s hedging decision, although the direction and significance of the relationship may 
vary depending on the company’s characteristics. 

The final factor is company size, which indicates the scale of a company in relation to its 
operational complexity and level of exposure to exchange rate risk. Larger companies generally 
have broader business activities, greater access to financial resources, and more complex 
international transactions. According to Fama and French (1992), firm size is one of the 
characteristics that can distinguish companies in terms of their financial behavior and risk 
exposure. Larger companies also tend to have greater resources to implement formal risk 
management policies, including the use of derivative instruments. Therefore, larger companies 
tend to use hedging because they generally have greater international exposure and stronger 
financial capacity to implement risk management strategies (Condronegoro & Hasibuan, 2023). 

Although there has been extensive research on hedging decisions, the results remain 
inconsistent. In this study, Fadhila and Sumantyo (2023) and Indriyanti et al. (2025) found that 
leverage has a positive effect on hedging decisions, whereas Condronegoro and Hasibuan (2023) 
indicates that leverage has no significant effect. Liquidity variables also show inconsistency, in that 
Mowata et al. (2023) and Hilaliah and Hermanto (2024) found a negative effect, while Rahmawati 
and Syahwildan (2024) indicated that there was no significant effect. Regarding the firm size 
variable, Pratama and Imronudin (2024) found a positive effect on hedging decisions, but 
Normalisa et al. (2021) showed insignificant results. These inconsistent findings indicate that the 
relationship between leverage, liquidity, firm size, and hedging decisions remains inconclusive and 
requires further examination. 

Furthermore, most previous studies did not use the most recent observation period, so 
they do not fully reflect current economic conditions. Therefore, this study uses data from the 
2021–2024 period, during which the rupiah’s exchange rate against the USD has consistently 
depreciated, significantly affecting the manufacturing sector in foreign transactions. The selection 
of manufacturing companies is considered relevant because this sector has strong connections 
with export and import activities, foreign currency transactions, and international financing. 
Consequently, the researchers aim to re-examine the effects of leverage, liquidity, and firm size on 
hedging decisions. This study is expected to provide relevant empirical evidence regarding the 
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factors influencing hedging decisions in manufacturing companies under current economic 
conditions and contribute to the existing literature by addressing the inconsistent findings of 
previous studies. 

 
HYPOTHESES  
H1: Leverage has a positive effect on hedging decisions. 
H2: Liquidity has a negative impact on hedging decisions. 
H3: Company size has a positive effect on hedging decisions. 
 
METHOD 

This is a quantitative study using a causal-associative approach. The study was conducted 
at manufacturing companies listed on the Indonesia Stock Exchange (IDX). The observation 
period spans from 2021 to 2024. The data collected were sourced from the annual financial reports 
of manufacturing companies, which are accessible via the IDX website (www.idx.co.id) and the 
official websites of the respective companies. The focus of this study is on companies’ decisions 
regarding hedging. 

All manufacturing companies listed on the IDX from 2021 to 2024 constitute the 
population for this study. The sample was selected using purposive sampling, a technique classified 
as a nonprobability sampling method. The sample criteria were as follows: companies must be in 
the manufacturing sector and listed on the IDX; complete and consistent audited financial 
statements must be available; the companies must not have been delisted during the 2021–2024 
period; engaged in foreign exchange transactions whether from export or import activities or from 
foreign currency-denominated receivables and payables and had complete data available for 
calculating leverage, liquidity, and firm size. Through this selection process, 25 companies that met 
all criteria were chosen. Since the observation period spanned 4 years, the total number of data 
points analyzed was 100 observations. This study uses two types of variables: the dependent 
variable, which is the hedging decision (Y), and the independent variables, which consist of 
leverage (X1), liquidity (X2), and firm size (X3). 

The data analysis techniques used in this study included descriptive statistical tests, logistic 
regression, and hypothesis testing (Wald test). Prior to conducting the logistic regression, model 
suitability was assessed using the Hosmer and Lemeshow Goodness-of-Fit Test, and the overall 
model fit was evaluated by comparing the -2Log Likelihood values. Next, to determine the extent 
to which the independent variables explain the dependent variable, the Nagelkerke R-squared was 
used; to assess the accuracy of the model’s predictions, a classification table was employed. This 
study also conducted a multicollinearity test to ensure there were no relationships among the 
independent variables, as well as an omnibus test to assess the overall significance of the model. 
By using logistic regression analysis, the data testing process does not require the assumption of 
normality in the data (Ghozali, 2016). 

The logistic regression equation used is: 
 

Ln(
p

1−p
) = β0 + β1.X1 + β2.X2 + β3.X3 

Notes : 

Ln(
p

1−p
)  = Hedging Decision 

β0 )  = Constant 
β1, β2, β3  = Coefficients of each variable 
X1  = Leverage  
X2  = Liquidity 
X3  = Firm Size 

RESULT AND DISCUSSION 
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Descriptive statistics in this study were used to describe the characteristics of the research 
variables, namely leverage, liquidity, and firm size. 

 
Table 1. Descriptive Statistics Results 

Variable N Mi
n 

Max Mean S.Dev 

HEDGI
NG 

10
0 

.00 1.00 .4900 .50242 

DER 10
0 

.13 3.22 .9292 .69673 

CR 10
0 

.42 7.68 2.2998 1.33302 

FIRMSIZ
E 

10
0 

7.5
1 

13.0
7 

10.152
8 

1.40609 

Source: Research data, 2026 
Table 4.1 shows that the DER (X1) has a minimum value of 0.13 and a maximum value 

of 3.22. The mean value of the DER is 0.9292 with a standard deviation of 0.69673. The CR (X2) 
has a minimum value of 0.42 and a maximum value of 7.68. The average liquidity is 2.2998 with a 
standard deviation of 1.33302. Firm size (X3) has a minimum value of 7.51 and a maximum value 
of 13.07. The average firm size is 10.1528 with a standard deviation of 1.40609. 

The hedging variable (Y) has a range of values between 0 and 1, where a value of 0 indicates 
that the firm does not engage in hedging activities, while a value of 1 indicates that the firm does 
engage in hedging activities. The observed average hedging activity is 0.4900, indicating that 
approximately 49% of the companies in the sample engage in hedging activities, while the 
remaining 51% do not. The standard deviation for this variable is 0.50242. 
 

Table 2. Hosmer and Lemeshow Goodness-of-Fit Test 

Step Chi-square df Sig.  

1 5.998 8 0.647 

Source: Research data, 2026 
Table 2 shows the results of the Hosmer and Lemeshow Goodness-of-Fit Test. The chi-

square value is 5.998, with a p-value of 0.647. Since the p-value is greater than 0.05, H0 is accepted. 
This indicates that the model can be used for further analysis. 

 
Table 3. Results of the Overall Test of the Block 0 Model: Beginning Block (Overall 

Model Fit) 

Step Iteration -2 Log 
likelihood 

Constant 

Step 
0 

1                  
138.589 

.040 

Source: Research data, 2026 
The results for Block 0: Beginning Block show a -2 Log Likelihood value of 138.589 with 

a constant term of 0.040. These values reflect the model’s initial state before the variables of 
leverage, liquidity, and firm size were included in the analysis. This initial model serves as a baseline 
to determine whether adding independent variables can improve the model’s ability to predict a 
firm’s hedging decisions 

 
Table 4. Overall Test Results for Model Block 1: Method = Enter (Overall Model Fit) 

Itera
tion 

-2 Log 
likeliho

od 

Const
ant 

DER CR FIR
MSI
ZE 

1 115.386 -2.462 1.47
1 

.19
5 

..061 
2 112.578 -3.266 2.19

3 
.28
6 

.067 

3 112.366 -3.433 2.45
3 

.31
5 

.058 
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4 112.365 -3.441 2.47
6 

.31
7 

.057 

5 112.365 -3.441 2.47
6 

.31
7 

.057 

Source: Research data, 2026 
The logistic regression iteration process converged on the 4th iteration with a final -2 Log 

Likelihood value of 112.365. This value is lower than that of the initial model in Block 0, which 
was 138.589, indicating a reduction of 26.224. This suggests that the model including the variables 
DER, CR, and FIRMSIZE has better predictive power in explaining hedging decisions than the 
model without these independent variables.  

Table 5. Multicollinearity Test Results 

Variabel B Std
. 
Err
or 

Bet
a 

Sig. Tole
ranc
e 

VI
F (Constt) -.115 .39

0 
 .768   

DER .368 .07
9 

.51
0 

<.00
1 

.693 1.4
42 CR .049 .04

2 
.12
9 

.246 .674 1.4
83 FIRMSI

ZE 
.015 .03

3 
.04
3 

.645 .967 1.0
35 Source: Research data, 2026 

Table 5 shows the results of the multicollinearity test on the coefficients table, where all 
independent variables have tolerance values above 0.10 and VIF values below 10. The DER 
variable has a tolerance value of 0.693 and a VIF of 1.442; the CR variable has a tolerance value 
of 0.674 and a VIF of 1.483; and the FIRMSIZE variable has a tolerance value of 0.967 and a VIF 
of 1.035. This indicates that the research model does not exhibit multicollinearity, so the 
independent variables can be used in the logistic regression analysis. 

Table 6. Omnibus Test of Model Coefficients 

Step  Chi-square df Sig. 

Step 
1 

Step 26.225 3 <.001 
 Block 26.225 3 <.001 

 Model 26.225 3 <.001 

Source: Research data, 2026 
Table 6 shows the results of the Omnibus Test of Model Coefficients, with a significance 

level of <0.001 that is, less than 0.05. This indicates that the variables of leverage, liquidity, and 
firm size simultaneously influence hedging decisions. Thus, the logistic regression model used is 
statistically significant overall and suitable for further analysis. 
 

Table 7. Nagelkerke R-Square 

Step -2 Log 
likelihood 

Cox & 
Snell R 
Square 

Nagelkerke 
R Square 1 112.365 .231 .308 

Source: Research data, 2026 
Table 7 shows a Cox and Snell R-squared value of 0.231 and a Nagelkerke R-squared value 

of 0.308. This indicates that the independent variables leverage, liquidity, and firm size explain 
30.8% of the variation in hedging decisions, while the remaining 69.2% is explained by other 
variables outside the research model. These values indicate that the model is reasonably effective 
in explaining companies’ hedging decisions. 

Table 8. Classification Table 

Observed Predicted 
0 

Predicted 
1 

Percentage 
Correct 0 39 12 76.5 

1 21 28 57.1 

Overall 
Percentage 

  67.0 

Source: Research data, 2026 
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Table 8 shows that the logistic regression model is able to predict which companies do not 
engage in hedging with an accuracy rate of 76.5%, while the model’s ability to predict which 
companies do engage in hedging is 57.1%. Overall, the model’s classification accuracy is 67.0%, 
indicating that the model has fairly good predictive power in explaining companies’ hedging 
decisions. 

 
Table 9. Hypothesis Testing (Wald Test) 

Variabel B S.E. Wald df Sig. 

DER 2.476 .659 14.104 1 <.001 
CR .317 .209 2.313 1 .128 

FIRMSIZE .057 .168 0.115 1 .734 

Constant -
3.441 

2.026 2.884 1 .089 

Source: Research data, 2026 
Based on the results of the logistic regression analysis, the equation for the regression 

model derived from the table is as 

follows:Ln(
p

1−p
)=−3,441+2,476DER+0,317CR+0,057FIRMSIZE 

A constant value of -3.441 indicates that when leverage, liquidity, and firm size are held 
constant, the probability or propensity of firms to engage in hedging is relatively low. The negative 
constant suggests that in the absence of changes in the independent variables, the tendency of 
manufacturing companies to make hedging decisions is not particularly high. However, the 
constant value should not be interpreted separately from the independent variables because 
hedging decisions are influenced by various financial and operational considerations that may not 
be included in the regression model. 

The leverage variable has a positive coefficient of 2.476 with a significance level of <0.001, 
indicating that leverage has a significant positive effect on hedging decisions. The positive 
coefficient means that an increase in leverage is associated with an increase in the probability of a 
company engaging in hedging. The significance level of <0.001, which is lower than 0.05, 
demonstrates that the relationship between leverage and hedging decisions is statistically 
significant. Therefore, H1 is accepted. This result indicates that leverage is an important financial 
characteristic in determining the hedging decisions of manufacturing companies during the 2021–
2024 period. 

The liquidity variable has a positive coefficient of 0.317 with a significance level of 0.128. 
Because the significance value is greater than 0.05, liquidity does not have a statistically significant 
effect on hedging decisions. Although the coefficient is positive, the direction of the coefficient 
does not indicate a significant relationship because the statistical test does not provide sufficient 
evidence to conclude that changes in liquidity influence the decision to engage in hedging. 
Therefore, H2 is rejected. Meanwhile, the firm size variable has a positive coefficient of 0.057 with 
a significance level of 0.734. Since the significance level is considerably higher than 0.05, firm size 
does not significantly influence hedging decisions. Thus, H3 is rejected. The positive coefficient 
only indicates the direction of the relationship in the estimated model and cannot be interpreted 
as evidence of a meaningful effect. 

Overall, the logistic regression model in this study is quite effective in explaining hedging 
decisions, as evidenced by the Nagelkerke R-squared value of 0.308. This value indicates that 
leverage, liquidity, and firm size jointly explain approximately 30.8% of the variation in hedging 
decisions. The remaining 69.2% is explained by other factors that are not included in the research 
model. These factors may include foreign currency exposure, foreign currency debt, growth 
opportunities, profitability, interest rate risk, managerial considerations, derivative transaction 
costs, and the company’s overall risk management policy. Therefore, although the model provides 
meaningful information regarding hedging decisions, hedging behavior cannot be fully explained 
only by leverage, liquidity, and firm size. 
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Furthermore, the classification accuracy rate of 67.0% indicates that the model is capable of 
correctly classifying approximately 67% of the observed companies into the hedging and non-
hedging categories. This result suggests that the model has a reasonable predictive ability, although 
it is not capable of predicting all hedging decisions accurately. The classification accuracy also 
reinforces that there are other factors outside the model that contribute to differences in hedging 
decisions among manufacturing companies. Consequently, the regression model can be considered 
sufficiently appropriate for examining the relationship between the selected financial 
characteristics and corporate hedging decisions during the research period. 

The results of the study indicate that leverage has a positive and significant effect on hedging 
decisions in manufacturing companies during the 2021–2024 period. This finding is consistent 
with the research by Windari and Purnawati (2019), Jayanti and Yadnya (2020), Rahmawati and 
Syahwildan (2024), and Ulfa et al. (2024), which states that the higher a company’s leverage, the 
more likely the company is to engage in hedging. The consistency of these findings indicates that 
debt levels are an important consideration in corporate risk management, particularly for 
companies exposed to foreign currency fluctuations. 

High leverage indicates that a larger proportion of a company’s assets or operational 
activities is financed through debt. Debt creates contractual obligations in the form of principal 
and interest payments, which must be fulfilled regardless of changes in the company’s operating 
performance. When part of these liabilities is denominated in foreign currencies, depreciation of 
the rupiah may increase the rupiah-equivalent value of the company’s liabilities. This condition can 
increase financial pressure and create greater uncertainty regarding future cash flows. Therefore, 
companies with high leverage have stronger incentives to reduce potential losses arising from 
exchange rate fluctuations through hedging. 

The positive and significant effect of leverage can be explained through the trade-off theory. 
According to this theory, companies attempt to balance the benefits obtained from debt financing 
against the financial risks associated with excessive debt. Debt can provide benefits, such as tax 
advantages, but excessive debt can increase the probability of financial distress. In this context, 
hedging can function as a mechanism for reducing the additional risk created by foreign exchange 
fluctuations. By reducing uncertainty in future cash flows, hedging can help highly leveraged 
companies maintain their ability to fulfill debt obligations and reduce the possibility that adverse 
exchange rate movements will worsen their financial condition. 

This finding is also consistent with the concept of financial risk management. Companies 
with high leverage generally face greater financial obligations than companies with low leverage. 
Consequently, management has a stronger incentive to protect cash flows from factors that may 
increase the company’s financial burden. In manufacturing companies, this issue becomes 
increasingly important because foreign currency exposure can arise not only from foreign debt but 
also from the import of raw materials, export transactions, and other international activities. 
Therefore, the significant positive effect of leverage suggests that debt exposure is one of the main 
considerations in determining whether a manufacturing company implements a hedging strategy. 

The research findings indicate that liquidity does not have a significant effect on hedging 
decisions among manufacturing firms during the 2021–2024 period. This finding aligns with 
Rahmawati and Syahwildan (2024), Safitri et al. (2024), and Yudha et al. (2023), who state that 
liquidity is not a primary factor in determining a company’s hedging decisions. The result indicates 
that differences in a company’s ability to meet short-term obligations do not necessarily lead to 
differences in its decision to use hedging instruments. 

The absence of a significant effect may occur because liquidity primarily reflects a company’s 
ability to fulfill short-term obligations, whereas hedging decisions are more directly related to the 
company’s exposure to financial risks, particularly foreign exchange risk. A company may have a 
high level of liquidity but still decide to undertake hedging if it has significant foreign currency 
exposure. Conversely, a company with relatively low liquidity may not necessarily use derivative 
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instruments if its foreign currency exposure is limited or if it applies alternative risk management 
strategies. 

The 2021–2024 period was characterized by considerable movements in the rupiah exchange 
rate against the U.S. dollar. These conditions may have caused companies to place greater emphasis 
on the nature and magnitude of their foreign exchange exposure rather than their liquidity position 
alone. Manufacturing companies with international transactions may prioritize managing foreign 
currency liabilities, import costs, and export-related cash flows when determining whether hedging 
is necessary. Consequently, liquidity may not become the primary consideration in the hedging 
decision. 

This result also indicates that the pecking order theory is less relevant in explaining the 
relationship between liquidity and hedging decisions in this study. The pecking order theory 
primarily explains corporate financing preferences based on the availability of internal funds, debt, 
and external equity. However, hedging decisions have a different objective because they are 
primarily concerned with managing financial risks. Therefore, the availability of liquid assets does 
not necessarily determine whether a company needs to protect itself from exchange rate 
fluctuations. In this study, the decision to hedge appears to be more closely associated with foreign 
exchange exposure and debt-related risk than with liquidity capacity alone. 

The results of this study indicate that firm size does not have a significant effect on hedging 
decisions among manufacturing firms during the 2021–2024 period. These findings are consistent 
with the research by Kusumah and Nurdin (2025) and Hosama and Setyawan (2022), which 
concluded that firm size does not have a significant effect on hedging decisions. The result 
demonstrates that the scale of a company, as measured by its size, is not necessarily the main 
determinant of whether a company decides to implement a hedging strategy. 

In general, larger companies tend to have greater financial resources, broader business 
activities, and more complex transactions. These characteristics could theoretically encourage large 
companies to use hedging instruments because they may have greater access to financial markets 
and greater capacity to bear the costs associated with derivative transactions. However, the 
insignificant result in this study indicates that these advantages do not automatically translate into 
a higher probability of hedging. Hedging decisions depend more on the actual level and 
characteristics of a company’s foreign currency exposure than merely on the size of the company. 

During the 2021–2024 period, fluctuations in the rupiah against the U.S. dollar affected 
manufacturing companies across different scales. Large companies were not necessarily the only 
companies exposed to exchange rate risk, because smaller manufacturing companies could also 
conduct import and export transactions involving foreign currencies. As a result, exchange rate 
risk could become a common concern across companies regardless of their size. This condition 
may explain why firm size does not show a significant effect on hedging decisions. 

From the perspective of Portfolio Theory, companies seek to manage risk by diversifying 
their investments and financial exposures. Hedging can be viewed as one of the instruments 
available to reduce the potential impact of unfavorable changes in financial variables. However, 
the implementation of hedging does not depend solely on the size of the company. Companies 
may choose different approaches to managing risk according to their exposure, financial strategy, 
and operational characteristics. Therefore, companies of different sizes may arrive at similar 
hedging decisions when they face comparable foreign exchange exposures. 

Furthermore, large companies may have alternative mechanisms for managing exchange rate 
risk. These mechanisms may include natural hedging, operational diversification, matching foreign 
currency revenues with foreign currency expenses, maintaining foreign currency cash balances, or 
structuring financing in accordance with the currency of their cash flows. Natural hedging can 
reduce the need for derivative instruments because companies can offset foreign currency inflows 
and outflows through their normal business activities. Consequently, a large company does not 
necessarily have a greater probability of using derivative-based hedging simply because it has 
greater assets or sales. 
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Conversely, smaller companies may also implement hedging when they face substantial 
foreign currency exposure. The need to protect cash flows from unfavorable exchange rate 
movements may encourage smaller companies to use appropriate hedging instruments even 
though their financial resources are more limited. This situation suggests that the decision to hedge 
is determined more by the company’s exposure and risk management needs than by its size alone. 

Overall, the results of this study demonstrate that leverage is the only variable among the 
three independent variables that has a significant effect on hedging decisions. This finding 
emphasizes the importance of debt-related financial risk in determining corporate hedging 
behavior. Companies with higher leverage have greater incentives to protect their financial position 
because fluctuations in exchange rates can increase the burden associated with foreign currency 
liabilities. Meanwhile, liquidity and firm size do not significantly affect hedging decisions, indicating 
that the ability to meet short-term obligations and the scale of company operations are not 
sufficient to explain differences in hedging behavior among manufacturing companies. 

These findings also reinforce the importance of considering other variables in future 
research. The Nagelkerke R-squared value of 30.8% indicates that a substantial proportion of the 
variation in hedging decisions remains unexplained by the variables examined in this study. Future 
research could therefore consider variables such as foreign currency debt, foreign exchange 
exposure, growth opportunity, profitability, interest rate risk, managerial ownership, institutional 
ownership, and the use of natural hedging. The inclusion of these variables may provide a more 
comprehensive explanation of the factors influencing corporate hedging decisions, particularly in 
manufacturing companies that are highly involved in international transactions. 
 
CONCLUSION 

The conclusion of this study states that leverage has a positive and significant effect on 
hedging decisions among manufacturing companies listed on the Indonesia Stock Exchange 
during the 2021–2024 period, whereas liquidity and firm size do not have a significant effect on 
hedging decisions. These results indicate that companies with high debt levels tend to be motivated 
to engage in hedging to mitigate exchange rate fluctuation risks and maintain financial stability; the 
higher a company’s debt level particularly liabilities denominated in foreign currencies the greater 
its exposure to exchange rate risk, which can increase liability burdens and undermine financial 
performance. This supports the trade-off theory, which states that companies seek to balance the 
benefits of using debt against the resulting financial risks. Meanwhile, companies with both high 
and low liquidity exhibit a relatively similar pattern in their hedging activities, meaning that the risk 
of exchange rate fluctuations is considered serious enough to warrant hedging to protect the value 
of their assets and liabilities, regardless of whether the company has high or low liquidity. This 
situation is linked to the weakening of the rupiah against the USD during the 2021–2024 period, 
which affected nearly all manufacturing firms, causing them to focus more on managing exchange 
rate risk than on their internal liquidity. Consequently, the pecking order theory is less relevant in 
this context, as it posits that firms with high liquidity tend not to engage in hedging because they 
are deemed to have sufficient internal funds. These results also indicate that company size does 
not significantly influence hedging decisions during the study period; thus, neither large nor small 
companies can necessarily determine the firm’s decision to hedge. These findings are inconsistent 
with portfolio theory, which states that large companies with diverse assets and operational 
activities tend to diversify risk through hedging. During this period, the rupiah weakened, leading 
to exchange rate fluctuation risks that affected nearly all manufacturing firms both large and small 
due to their foreign activities, such as exports and imports. However, some large firms actually 
engaged in natural hedging as an alternative risk management strategy, indicating that firm size is 
not the primary factor in determining a firm’s hedging decisions. The results of this study are 
expected to serve as a consideration for company management, particularly in formulating more 
effective risk management policies. By examining debt levels—especially foreign debt—companies 
should consider using derivative instruments to protect their liabilities from exchange rate 
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fluctuations. For regulators, these findings can provide input and serve as a basis for formulating 
policies that encourage companies to manage exchange rate risks to maintain national economic 
stability. Overall, the research model explains 30.8% of hedging decisions, indicating that there are 
still other factors outside the scope of this study that may influence a company’s hedging decisions. 
Additionally, this study is limited to manufacturing sector companies from 2021 to 2024, using 
variables such as leverage, liquidity, and firm size; consequently, the findings are limited in their 
ability to fully capture the factors influencing hedging decisions. Future research is expected to 
expand the scope of the study, extend the observation period, and incorporate additional variables 
such as profitability, growth opportunities, cash flow volatility, exchange rates, financial distress, 
institutional ownership, and foreign ownership structure. This will ensure that the research 
findings are more comprehensive and provide a more complete picture of the factors influencing 
companies’ hedging decisions in the future. 

REFERENCES 

Aditya, A. T., & Asandimitra, N. (2019). Pengaruh leverage, likuiditas, market to book value, 
financial distress, dan firm size terhadap keputusan hedging (studi perusahaan sektor 
consumer goods industri periode 2011–2016). Jurnal Ilmu Manajemen (JIM), 7(2), 334–343. 
https://ejournal.unesa.ac.id/index.php/jim/article/view/26116 

Alditia Griz, Ikhsan, S., & Umyana, A. (2025). Pengaruh informasi keuangan terhadap mitigasi 
risiko nilai tukar melalui strategi lindung nilai (hedging). Jurnal Bina Akuntansi, 12(2), 175–
188. https://doi.org/10.52859/jba.v12i2.798 

Ariana, T., & Marlisa, V. (2021). The effect of rupiah exchange rate, firm size, leverage and liquidity 
on hedging decision making using derivative instruments. International Journal of Social Service 
and Research, 1(3), 280–293. https://doi.org/10.46799/ijssr.v1i3.45 

Aslikan, I., & Rokhmi, S. (2017). Faktor-faktor yang mempengaruhi keputusan hedging pada 
perusahaan manufaktur. Jurnal Ilmu dan Riset Manajemen, 12(2), 284–299. 
https://jurnalmahasiswa.stiesia.ac.id/index.php/jirm/article/view/1472 

Badan Pusat Statistik. (2025). Analisis komoditas ekspor 2020–2024: Sektor pertanian, industri, dan 
pertambangan. Badan Pusat Statistik. https://www.bps.go.id 

Bank Indonesia. (2025). Kurs transaksi Bank Indonesia tahun 2021–2024. Bank Indonesia. 
https://www.bi.go.id 

Baroroh, H., & Hasanah, S. (2023). Hedging in Indonesian sharia stock index manufacturing 
companies. AL-ARBAH: Journal of Islamic Finance and Banking, 5(1), 65–84. 
https://doi.org/10.21580/al-arbah.2023.5.1.17978 

Brigham, E. F., & Houston, J. F. (2019). Fundamentals of financial management (15th ed.). Cengage 
Learning. 

Condronegoro, A., & Hasibuan, H. T. (2023). Leverage, firm size, likuiditas, financial distress, dan 
aktivitas hedging dengan instrumen derivatif. E-Jurnal Akuntansi, 33(8), 2102–2116. 
https://doi.org/10.24843/eja.2023.v33.i08.p10 

Eiteman, D. K., Stonehill, A. I., & Moffett, M. H. (2016). Multinational business finance (14th ed.). 
Pearson. 

Fadhila, A. H., & Sumantyo, R. (2023). Determinants of foreign currency hedging and its impact 
on firm value. Journal of Applied Economics in Developing Countries, 8(2), 87. 
https://doi.org/10.20961/jaedc.v8i2.79839 

Fama, E. F., & French, K. R. (1992). The cross-section of expected stock returns. The Journal of 
Finance, 47(2), 427–465. https://doi.org/10.1111/j.1540-6261.1992.tb04398.x 

Froot, K. A., Scharfstein, D. S., & Stein, J. C. (1993). Risk management: Coordinating corporate 
investment and financing policies. The Journal of Finance, 48(5), 1629–1658. 
https://doi.org/10.1111/j.1540-6261.1993.tb05123.x 

Ghozali, I. (2016). Aplikasi analisis multivariate dengan program IBM SPSS (Edisi ke-8). Badan Penerbit 
Universitas Diponegoro. 

https://ejournal.iainpalopo.ac.id/index.php/alkharaj
https://ejournal.unesa.ac.id/index.php/jim/article/view/26116
https://doi.org/10.52859/jba.v12i2.798
https://doi.org/10.46799/ijssr.v1i3.45
https://jurnalmahasiswa.stiesia.ac.id/index.php/jirm/article/view/1472
https://www.bps.go.id/
https://www.bi.go.id/
https://doi.org/10.21580/al-arbah.2023.5.1.17978
https://doi.org/10.24843/eja.2023.v33.i08.p10
https://doi.org/10.20961/jaedc.v8i2.79839
https://doi.org/10.1111/j.1540-6261.1992.tb04398.x
https://doi.org/10.1111/j.1540-6261.1993.tb05123.x


Nurul Qomariah et.al 
The Effect of Leverage, Liquidity, And Company Size on Hedging Decisions in Manufacturing Companies from 

2021-2024 

https://ejournal.iainpalopo.ac.id/index.php/alkharaj                                       15474 

   

Hilaliah, S. N., & Hermanto. (2024). Pengaruh leverage, liquidity, ukuran perusahaan, nilai tukar, 
dan profitability terhadap keputusan lindung nilai (hedging). Reslaj: Religion Education Social 
Laa Roiba Journal, 6(9), 5867–5878. https://doi.org/10.47476/reslaj.v6i9.4727 

Hosama, E., & Setyawan, I. R. (2022). Determinants of hedging decisions in state-owned and 
private manufacturing firms on the IDX. Journal of Economics, Finance and Management Studies, 
5(11), 3157–3164. https://doi.org/10.47191/jefms/v5-i11-05 

Hull, J. C. (2018). Options, futures, and other derivatives (10th ed.). Pearson. 
Indo Premier Sekuritas. (2023). PT Krakatau Steel dan dampak pelemahan rupiah. Indo Premier 

Sekuritas. https://www.indopremier.com 
Indriyanti, Chairul, A., & Asmawati. (2025). Pengaruh peluang pertumbuhan, financial leverage, 

likuiditas terhadap keputusan hedging di perusahaan manufaktur di Indonesia periode 2019–
2023. Economics and Digital Business Review, 6(2), 164–175. 
https://doi.org/10.37531/ecotal.v6i2.2326 

International Accounting Standards Board. (2014). IFRS 9 financial instruments. IFRS Foundation. 
International Accounting Standards Board. (2018). Conceptual framework for financial reporting. IFRS 

Foundation. 
Jayanti, D. A. N., & Yadnya, I. P. (2020). The effect of leverage, liquidity and growth opportunity 

on hedging decision making in mining companies at Indonesia Stock Exchange. American 
Journal of Humanities and Social Sciences Research, 4(12), 251–257. https://www.ajhssr.com 

Jorion, P. (1990). The exchange-rate exposure of U.S. multinationals. The Journal of Business, 63(3), 
331–345. https://doi.org/10.1086/296510 

Karlinda, M. P. B., & Manunggal, S. A. M. (2023). Pengaruh leverage, firm size, profitabilitas, dan 
likuiditas terhadap pengambilan keputusan hedging perusahaan manufaktur di BEI. Journal 
of Business Management and Entrepreneurship, 7(2), 467–480. 
https://doi.org/10.24912/jmbk.v7i2.23104 

Kusumah, M. A., & Nurdin. (2025). Pengaruh leverage, likuiditas, ukuran perusahaan dan nilai 
tukar terhadap keputusan hedging pada perusahaan sektor transportasi dan logistik yang 
terdaftar di Bursa Efek Indonesia periode 2019–2023. Bandung Conference Series: Business and 
Management, 5(2). https://doi.org/10.29313/bcsbm.v5i2.18763 

Lestari, W. R., & Pratiwi, B. N. (2023). Determinants of hedging decisions with derivative 
instruments in foreign exchange banks listed on the Indonesia Stock Exchange. Jurnal 
Ekonomi, 12(1). https://doi.org/10.54209/ekonomi.v12i01.250 

Madura, J. (2018). International financial management (13th ed.). Cengage Learning. 
Markowitz, H. (1952). Portfolio selection. The Journal of Finance, 7(1), 77–91. 
Meridelima, E., & Isbanah, Y. (2021). Analisis faktor-faktor yang memengaruhi keputusan hedging 

perusahaan sektor industri pengolahan yang terdaftar di BEI tahun 2014–2018. Jurnal Ilmu 
Manajemen, 9(1), 112–128. https://doi.org/10.26740/jim.v9n2.p640-652 

Mowata, J. S., Makatita, R. F., & Rozari, P. E. (2023). Pengaruh leverage, likuiditas dan ukuran 
perusahaan terhadap keputusan hedging. Jurnal Ekonomi & Ilmu Sosial, 2(3), 1–34. 
http://journal.jacfa.id/index.php/publish/article/view/24 

Muftiasa, A., Wibowo, L. A., Hurriyati, R., & Rahayu, A. (2023). Kebijakan lindung nilai (hedging) 
pada perusahaan untuk menjamin kinerja perusahaan. Jurnal Akuntansi Integratif, 9(1), 103–
119. https://doi.org/10.29080/jai.v9i1.1234 

Myers, S. C. (1984). Corporate financing and investment decisions when firms have information 
that investors do not have. Journal of Financial Economics, 13(2), 187–221. 
https://doi.org/10.1016/0304-405X(84)90023-0 

Normalisa, Azmi, Z., & Rodiah, S. (2021). Determinan pengambilan keputusan hedging pada 
perusahaan yang terdaftar di Bursa Efek Indonesia periode 2017–2019. SNEBA, 1, 155–
168. https://doi.org/10.35143/jakb.v10i2.4447 

https://ejournal.iainpalopo.ac.id/index.php/alkharaj
https://doi.org/10.47476/reslaj.v6i9.4727
https://doi.org/10.47191/jefms/v5-i11-05
https://www.indopremier.com/
https://doi.org/10.37531/ecotal.v6i2.2326
https://www.ajhssr.com/
https://doi.org/10.1086/296510
https://doi.org/10.24912/jmbk.v7i2.23104
https://doi.org/10.29313/bcsbm.v5i2.18763
https://doi.org/10.54209/ekonomi.v12i01.250
https://doi.org/10.26740/jim.v9n2.p640-652
http://journal.jacfa.id/index.php/publish/article/view/24
https://doi.org/10.29080/jai.v9i1.1234
https://doi.org/10.1016/0304-405X(84)90023-0
https://doi.org/10.35143/jakb.v10i2.4447


Nurul Qomariah et.al 
The Effect of Leverage, Liquidity, And Company Size on Hedging Decisions in Manufacturing Companies from 

2021-2024 

https://ejournal.iainpalopo.ac.id/index.php/alkharaj                                       15475 

   

Pratama, M. A., & Imronudin. (2024). The effect of cash flow volatility, liquidity, firm size, foreign 
debt and exchange rate changes on hedging decisions. COSTING: Journal of Economic, Business 
and Accounting, 8(1), 306–312. https://doi.org/10.31539/costing.v8i1.10200 

Purwanto, H., & Putra, R. N. A. P. (2023). The effect of leverage, firm size, profitability, and 
liquidity on hedging decisions. Journal of Accounting Inquiry, 1(1), 15–32. 
https://doi.org/10.14421/jai.2022.1.1.033-043 

Rahmawati, W., & Syahwildan, M. (2024). Financial industry of Indonesian banking: Analysis of 
factors using derivative instruments on hedging decision making. Journal of Economic, Business 
and Accounting (COSTING), 7(5), 3475–3486. https://doi.org/10.31539/costing.v7i5.10872 

Rizai, S., Ratnawati, T., & Pristiana, U. (2023). The effect of macroeconomics, firm size, assets 
growth, and liquidity on financial distress and hedging with good corporate governance as a 
moderation variable in manufacturing companies listed on the Indonesia Stock Exchange. 
International Journal of Social Science Humanity & Management Research, 2(12), 1279–1290. 
https://doi.org/10.37641/jabkes.v3i3.2192 

Safitri, R. H., Nuraini, A., & Setiawan, H. (2024). Pengaruh profitabilitas, likuiditas, dan leverage 
terhadap keputusan hedging. Jurnal Aplikasi Bisnis Kesatuan, 3(3). 
https://doi.org/10.37641/jabkes.v3i3.2192 

Savitri, N., & Asma, R. (2024). Financial performance and firm size as determinant of hedging 
decision in Indonesia Stock Exchange. International Journal of Innovative Research in 
Multidisciplinary Education, 3(7), 1240–1244. https://doi.org/10.58806/ijirme.2024.v3i7n09 

Siregar, I. M. (2024). Hedging decisions: Leverage, growth opportunity, liquidity and firm size. 
Profetik Jurnal Ekonomi Syariah, 3(2). 
https://jurnal.itbsemarang.ac.id/index.php/profetik/article/view/847 

Siswanto, F. M., Promalessy, R., & Fitri. (2021). Effect of leverage and firm size on company value 
with exchange rate and hedging decision as moderation variable (case study on non-financial 
companies listed on Indonesia Stock Exchange period 2017–2018). International Journal of 
Economics, Business and Applications, 6(2), 1–18. https://doi.org/10.31258/ijeba.6.2.1-18 

Ulfa, R. N., Kufepaksi, M., & Hendrawaty, E. (2024). Analysis of factors affecting hedging decision 
using derivative instruments/futures contracts in manufacturing companies listed on the 
Indonesia Stock Exchange for the period 2016–2022. Journal of Economics, Finance and 
Management Studies, 7(6), 3441–3452. https://doi.org/10.47191/jefms/v7-i6-38 

Wahyudi, S., Goklas, F., Rita, M. R., Hersugondo, H., & Laksana, R. D. (2019). The determinants 
of corporate hedging policy: A case study from Indonesia. International Journal of Economics 
and Business Administration, 7(1), 113–129. https://doi.org/10.35808/ijeba/199 

Wanda, M. G., Triyonowati, & Santoso, B. H. (2024). The influence of liquidity, exchange rate 
profitability and firm size on hedging decision making in bank companies on the Indonesian 
Stock Exchange. Journal of Economics, Finance and Management Studies, 7(4), 2025–2038. 
https://doi.org/10.47191/jefms/v7-i4-27 

Windari, D. M. G., & Purnawati, N. K. (2019). Pengaruh leverage, ukuran perusahaan, dan 
likuiditas terhadap keputusan hedging pada perusahaan manufaktur terdaftar di BEI. E-
Jurnal Manajemen, 8(8), 4815–4840. https://doi.org/10.24843/EJMUNUD.2019.v08.i08.p04 

Wirawan, G., & Faisal, M. (2020). Aktivitas hedging dengan instrumen derivatif dan nilai 
perusahaan. E-JA e-Jurnal Akuntansi, 30(9), 2167–2185. 
https://doi.org/10.24843/EJA.2020.v30.i09.p01 

Yudha, J. O. M., Oktavia, R., & Desrian, N. (2023). The effect of foreign debt, liquidity, firm size, 
and exchange rate on hedging decision. Journal of Indonesian Economy and Business, 38(2), 133–
146. https://doi.org/10.22146/jieb.v38i2.5887 

Yulianingsih, T., & Lastanti, H. S. (2024). Pengaruh financial distress, volatilitas arus kas, firm size, 
leverage terhadap keputusan hedging dengan likuiditas sebagai pemoderasi. Al-Kharaj: Jurnal 
Ekonomi, Keuangan & Bisnis Syariah, 6(8), 5659–5674. 
https://doi.org/10.47467/alkharaj.v6i8.3446 

https://ejournal.iainpalopo.ac.id/index.php/alkharaj
https://doi.org/10.31539/costing.v8i1.10200
https://doi.org/10.14421/jai.2022.1.1.033-043
https://doi.org/10.31539/costing.v7i5.10872
https://doi.org/10.37641/jabkes.v3i3.2192
https://doi.org/10.37641/jabkes.v3i3.2192
https://doi.org/10.58806/ijirme.2024.v3i7n09
https://jurnal.itbsemarang.ac.id/index.php/profetik/article/view/847
https://doi.org/10.31258/ijeba.6.2.1-18
https://doi.org/10.47191/jefms/v7-i6-38
https://doi.org/10.35808/ijeba/199
https://doi.org/10.47191/jefms/v7-i4-27
https://doi.org/10.24843/EJMUNUD.2019.v08.i08.p04
https://doi.org/10.24843/EJA.2020.v30.i09.p01
https://doi.org/10.22146/jieb.v38i2.5887
https://doi.org/10.47467/alkharaj.v6i8.3446


Nurul Qomariah et.al 
The Effect of Leverage, Liquidity, And Company Size on Hedging Decisions in Manufacturing Companies from 

2021-2024 

https://ejournal.iainpalopo.ac.id/index.php/alkharaj                                       15476 

   

Zai, F. S., & Mansur, A. (2024). Hedging strategy to mitigate exchange rate risk in cross-border 
transactions: Literature review. Journal of Business Management and Economic Development, 2(3), 
1155–1168. https://doi.org/10.59653/jbmed.v2i03.908 

 

https://ejournal.iainpalopo.ac.id/index.php/alkharaj
https://doi.org/10.59653/jbmed.v2i03.908

