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Abstract 
 

The purpose of this study is to determine the effect of bank risk ratios (represented by credit risk, 

operational risk and liquidity risk) and the quality of earning assets on profitability in banking 

companies listed on the Indonesia Stock Exchange for the 2016-2021 period. This study uses data 

analysis techniques, namely multiple linear regression. The population used in this study were all 

banking companies listed on the Indonesia Stock Exchange for the 2016-2021 period, the sample 

used in this study was 15 banks. Based on the results of the analysis conducted, it can be 

concluded that credit risk represented by Non Performing Loans (NPL) has a significant negative 

effect on profitability, operational risk represented by Operating Expenses on Operating Income 

(BOPO) has a significant negative effect on profitability, liquidity risk represented by Loan to 

deposit Ratio (LDR) has no effect on profitability, and the quality of earning assets has no effect 

on profitability. Credit risk, operational risk, liquidity risk and earning asset quality significantly 

affect profitability by 74.4%, while the remaining 25.6% is influenced by factors not included in 

the research model. 
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1. INTRODUCTION 

Banks, which are profit-oriented companies, must maintain their level of profitability properly. The 

performance of a bank in managing its business can be seen from the profit it gets from the 

activities carried out by the bank. Profit or profit is one of the important things to be achieved by a 

bank so that banks know whether their business has been carried out efficiently. 

One of the goals of the bank is to obtain maximum profitability so that the bank can optimize its 

operational activities. For owners, depositors, government and society, the profitability of banks is 

very important, so banks need to maintain their profitability so that the bank remains stable or even 

increases. The calculations used to measure profitability are Return On Assets (ROA) and Return 

On Earnings (ROE). ROA and ROE are the main profitability ratios in measuring a bank's profit. 

Liquidity risk is one of the factors that affect the profitability of a bank. According to Ramadanti 

and Meiranto (2015), if a bank is unable to provide funds to depositors when the depositors 

withdraw funds, it will cause liquidity risk. According to Bank Indonesia regulation 

No11/25/PBI/2009, liquidity risk is the risk that occurs due to the bank's inability to meet its 

maturing obligations to customers. Liquidity risk in this study is represented by the Loan to Deposit 

Ratio (LDR) which is a ratio used to measure the ability of a bank to channel credit from third 

party funds collected in the bank Ramadanti (2015) The higher the LDR is not a measure of the 

success of bank management to make a profit. This is because the bank has accumulated funds or it 

could be that the bank has difficulty in channeling funds so that it does not increase profit (ROA) in 

other words a high LDR usually reduces profitability (ROA). There are several studies that 

examine the effect of liquidity on profitability. According to Almsafir (2014) states there is no 

significant effect of liquidity risk on profitability. This is contrary to the research conducted by 

Rahman et al. (2015), who found that bank liquidity risk has a significant positive effect on 

profitability. There are several studies that examine the effect of liquidity on profitability. 

According to Almsafir (2014) states there is no significant effect of liquidity risk on profitability. 
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This is contrary to the research conducted by Rahman et al. (2015), who found that bank liquidity 

risk has a significant positive effect on profitability. There are several studies that examine the 

effect of liquidity on profitability. According to Almsafir (2014) states there is no significant effect 

of liquidity risk on profitability. This is contrary to the research conducted by Rahman et al. (2015), 

who found that bank liquidity risk has a significant positive effect on profitability. 

Credit risk is a risk that must be accepted by a bank as a result of a customer's failure to fulfill its 

obligations. The most important thing in banking management is how a bank manages the available 

funds. Most of the funds from bank sources are allocated for credit, so that the largest bank income 

comes from interest on loans enjoyed by customers Abdullah (2014) In addition to being a source 

of income and profit, lending activities are also the cause of a bank experiencing credit risk. 

According to Bank Indonesia regulation No. 11/25/PBI/2009, credit risk is the risk that occurs due 

to other debtors being unable to meet their maturing obligations to the bank. Credit risk in this 

study is represented by Non-Performing Loan (NPL), which is the ratio used to measure the ability 

of a bank to handle the risk of credit failure by debtors. Putri (2013) stated that a high Npl level 

indicates the poor quality of bank credit, causing a large number of non-performing loans at the 

bank. The amount of non-performing loans in a bank causes the bank to bear losses in its 

operational activities which will reduce the profits earned by the bank. Research on the effect of 

credit risk represented by NPL on profitability was conducted by Jumono et al. (2015) found that 

credit risk has a negative but not significant effect on profitability. Research conducted by Buchory 

(2015) contradicts the results of other studies with the results of credit risk having a significant 

positive effect on profitability. 

The object of this research is Banking Companies Listed on the Indonesia Stock Exchange (IDX). 

Banking companies were chosen as research objects because banking companies are companies 

that really support the Indonesian economy as a whole, both in providing loan credit services for 

micro and macro businesses and also as a safe medium for storing funds for their customers. The 

research period was conducted from 2016 to 2021, assuming the greater the number of objects 

observed and the longer the research period, the more accurate the research results obtained and 

can show the performance of the banking company to be studied so that it becomes Novelti in this 

study compared to with previous research. 

 

2. LITERATURE REVIEW 

2.1. Productive Theory of Credit (Commercial Loan Theory) 
This theory states that banks will only provide credit to customers who have been approved by the 

parties concerned, because credit is very influential on the health of the bank. There is credit risk 

or non-performing loans if the customer is unable to pay within the agreed time period. (Sudiyanto 

and Surosi, 2010) 

2.2. Signalling Theory 
Signal theory is based on the assumption that the information received by each party is not the 

same. In other words, signal theory is concerned with information asymmetry. Signal theory 

shows the existence of information asymmetry between company management and parties with an 

interest in information. For this reason, managers need to provide information for interested 

parties through the issuance of financial statements. Signal theory suggests about how a company 

should give signals to users of financial statements. This signal is in the form of information about 

what management has done to realize the owner's wishes. Signals can be in the form of 

promotions or other information stating that the company is better than other companies. 

(Jogiyanto, 2013) 

2.3. The Anticipated Income Theory 
Anticipated Income Theoryexplained that the bank has the right to extend credit and the repayment 

time is in line with the agreement. There are two forms of payment, namely principal and interest 
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installments, the fulfillment of liquidity needs depends on the flow of principal and interest 

installment payments. Liquidity is the main thing in the income anticipation theory, because it will 

make it easier for banks when predicting current assets to be used and banks can also meet 

obligations as soon as possible (Utomo, 2010). 

 From the introductory description and theoretical basis, the theoretical conceptual 

framework is described as follows 

 

 

 

 

 

 

 

 

 

  

Figure 1. Conceptual Framework 

2.4. Hypothesis 

Based on the background and problem formulation, the following hypotheses can be 

drawn: 

H1 : Credit risk affects the profitability of banking companies listed on the BEI 

H2 : Operational risk affects the profitability of banking companies listed on the IDX 

H3 : Liquidity risk affects the profitability of banking companies listed on the BEi 

H4 : The quality of productive assets affects the profitability of banking companies listed on the 

BEI 

H5 : Credit risk, operational risk, liquidity risk and productive asset quality simultaneously affect 

the profitability of banking companies listed on the IDX. 

 

3.RESEARCH METHOD 

3.1. Object and Location of Research 
PeThis research was conducted in Indonesia, which is located on the Indonesia Stock Exchange. 

The object of this research is a banking company that is listed on the Indonesia Stock Exchange. 

3.2. PPopulation and Sample 
PThe population that is the object of this research includes all banking companies listed on the 

Indonesia Stock Exchange. The sample selection in this study used a purposive sampling method, 

namely a sample selection method based on certain criteria to obtain a representative sample of the 

population. The sample selection criteria are as follows: 

1. PerBanking companies listed on the IDX that have complete data during the observation 

period to be used in this study. 

2. Pera banking company that publishes financial statements in rupiah. 

3. Perbanking companies that have not experienced losses in the last 3 years. 

Based on these criteria, a sample of 15 banks met these criteria for 6 years of observation, namely 

from 2016-2021. 

3.3. Types and Sources of Data 

Ricredit risk (X1) 

 

Operational Risk (X2) 

 

RiRisk Liquidity (X3) 

 

Earning Asset Quality(X4) 

 

Profitability(Y) 
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SThe source of research data is an important factor that is considered in determining the method of 

data collection. Sources of data used in this study is secondary data. According to Sugiyono (2013) 

what is meant by secondary data is as follows: "Data sources that do not directly provide data to 

data collectors, for example through other people or documents". 

Secondary data are generally in the form of evidence, notes, historical reports that have 

been compiled in published archives. The secondary data taken in the annual financial statements 

obtained on the internet site arewww.idx.co.id, in the 2016-2021 observation period. 

3.4. Data Collection Techniques 

The data collection technique in this study is the documentation method in the form of the 

financial statements of the issuer companies that are used as samples, namely banking companies. 

The source of data in this study is secondary data obtained from the Indonesia Capital Market 

Directory (ICMD) on the website www.idx.co.id. 

The analytical method used is multiple linear regression model. The multiple linear regression 

equations set are as follows: 
 

                             

 

4.RESULTS AND DISCUSSION 

4.1. Statistical Descriptive Test Results 

Descriptive statistics are used to provide an overview or descriptive of a data that provides 

a minimum value, maximum value, average value (mean), and standard deviation. The results of 

descriptive statistics in this study are as follows: 

Table 2 

Statistical Descriptive Test 

Descriptive Statistics 

 

N Minimum Maximum mean Std. Deviation 

X1 90 .41 4.48 1.7344 1.08719 

X2 90 51.70 161.41 82.8047 16.81666 

X3 90 29.67 163.00 81.6326 19.40016 

X4 90 .09 7.21 2.0647 1.26104 

Y 90 -5.25 4.73 1.7633 1.55874 

Valid N (listwise) 90     

Source: Research results, processed (2022) 

 

In the analysis of descriptive statistical tests, if the standard deviation > the mean then the 

mean value is a bad representation of the overall data, and vice versa if the standard deviation < the 

mean then a good representation of the overall data. 

Based on the average value (mean)Credit Risk During the 2016-2021 observation period, the 

sample companies obtained were1.7344with a standard deviation of1.08719 which means that the 

standard deviation value is smaller than the mean value so that the mean value is a good data 
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representation of the entire data. The highest value of Credit Risk in this study is 4.48 while the 

lowest value is 0.41 and for observations is 90. 

4.2. Classic Assumption Test 

Normality test 

 Normality test aims to test whether in the regression model the dependent variable and the 

independent variable both have a normal distribution or not. A good regression model is to have a 

normal distribution or close to normal.According to Ghozali (2006:148), it was revealed that the 

provisions of the normality probability plot graph if the data spreads around the diagonal line and 

follows the direction of the diagonal line, the regression model meets the assumption of normality. 

Based on the results of the normality test with computer aids using the SPSS 16.0 program, it can 

be seen in Figure 4.1 below: 
 

 
              Figure 2normality probability plot graph 

              Source: Research results, processed data (2022) 

Based on Figure 4.1 the normal plot graph, it shows that the regression model is feasible to 

use in this study because the normal plot graph shows the points spread around the diagonal line 

and the distribution follows the direction of the diagonal line so that it meets the assumption of 

normality. Testing the normality of the data was also carried out using the Kolmogrov-Smirnov 

Test. The results of the normality test can be seen in Table 3 below: 

Table 3 

Normality Test Results 

One-Sample Kolmogorov-Smirnov Test 

  

Unstandardized Residual 

N 90 

Normal Parameters mean .0000000 

Std. Deviation .78912871 

Most Extreme Differences Absolute .131 

Positive .131 
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negative -.105 

Kolmogorov-Smirnov Z 1,243 

asymp. Sig. (2-tailed) .091 

a. Test distribution is Normal.  

b. Calculated from data.   

Source: Research results, processed data (2022) 

Based on the results in the table above, it shows that the data in the study are normally 

distributed because the significance value is above 0.05, which is 0.091. These results are in 

accordance with Ghozali's theory (2006:149) which reveals that the provisions of the Kolmogrov 

Smirnov test (Ks) if the significant value is > 0.05 then the data distribution is normal. 

4.3. Multicollinearity Test 

Multicollinearity test is a situation where there is a correlation of independent variables 

between one another. Multiple regression models must be free from multicollinearity for one 

dependent variable. To detect the presence or absence of multicollinearity in the regression model, 

it can be seen from the Tolerance and Variance Inflation Factor (VIF) values. If the tolerance value 

is > 0.10 or VIF <10, then there is no multicollinearity. The results of the multicollinearity test are 

described in Table 4 below: 

Table 4 

Multicollinearity Test 

Coefficientsa 

Model 

Collinearity Statistics 

Tolerance VIF 

1 NPL_X1 .504 1984 

BOPO_X2 .679 1.473 

LDR_X3 .937 1.068 

KAP_X4 .548 1.826 

a. Dependent Variable: ROA_Y 

Source: Research results, processed data (2022) 

 

The results of the calculation of the tolerance value show that there is no independent 

variable that has a tolerance value of less than 0.10 which means there is no correlation between the 

independent variables. The results of the calculation of the value of the variance inflation factor 

(VIF) also show the same thing that there is no one independent variable that has a VIF of more 

than 10. So it can be concluded that there is no multicollinearity between the independent variables 

in the regression model. 

4.4. Autocorrelation Test 

Autocorrelation test is a relationship between nuisance errors that appear in time series 

data. The estimation of the linear regression model contains the assumption that there is no 

autocorrelation between the confounding errors. Autocorrelation test can be done by calculating 

Durbin-Watson (dw), by comparing the value of d to dl and du. After calculating the next statistical 
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value compared with the table with a significant level of 5%. The results of the autocorrelation test 

can be seen from the following table: 

Table 5 

Autocorrelation Test Results 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate Durbin-Watson 

1 .840a .706 .692 .86102 1,792 

a. Predictors: (Constant), X4, X3, X2, X1   

b. Dependent Variable: Y    

Source: Research results, processed data (2022) 

 

Based on table 5 the Durbin-Waston (DW) value is1,792the value of dl (outer limit) is 

1.5656, and the value of du (inner limit) is 1.7508 (see Durbin-Waston table). The value of Durbin-

Waston < (4-du) is (4-1.5656 = 2.4344) or 1.5656 <1.792 < 2.4344, so there is no autocorrelation 

both positive and negative autocorrelation. 

4.5. Heteroscedasticity Test 
The heteroscedasticity test aims to test whether in the regression model there is an 

inequality of variance from the residual of one observation to another observation. If the residual 

variance from one observation to another observation remains, it is called homoscedasticity or there 

is no heteroscedasticity. The results of the scatterplot of heteroscedasticity testing using the graph 

method can be seen from Figure 4.2 as follows: 

 
Figure 3 Heteroscedasticity Test Results  

Source: Research results, processed data (2022) 

 

Based on Figure 3, it can be illustrated that there is no heteroscedasticity. This is based on 

a graphic image where the points in the graph do not form a clear particular pattern and the points 

are spread over the number 0 on the Y axis. 

4.5. Discussion 

The Effect of Credit Risk on Profitability In Banking Companies Listed on the Indonesia 

Stock Exchange 

The results of this study indicate that credit risk has a negative and significant effect on 

profitability. This is indicated by the results of the value of t count > t table, namely -2,138> 
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1.98827and a significant value of 0.035 < 0.05. (Hypothesis 1 is accepted). The existence of a 

negative influence indicates that if credit risk increases, it will reduce profitability. 

In accordance with the Commercial Loan Theory, loan repayment implies repayment. This 

means that if the bank provides a loan to a customer, the customer is obliged to return the loan in 

accordance with the agreed agreement. But in reality it is not like that. Some customers choose not 

to fulfill their obligation to pay credit for certain reasons, so the bank has to bear the burden of bad 

loans which is illustrated by the NPL ratio. 

The results of this study indicate that the higher the credit risk, the lower the value of 

profitability and conversely, the lower the credit risk, the higher the value of profitability. 

Obtaining a negative and significant effect of the credit risk variable on profitability is because 

credit risk compares non-performing loans to total credit, the higher the credit risk, the higher the 

non-performing loans, high non-performing loans will lead to high bank risk so that it will reflect 

the value of the firm. low. This is because investors think that the higher the NPL ratio will reduce 

the company's income, so that the value of the company will decrease. It can be concluded that the 

higher the NPL, the lower the profitability. This is also in line with signaling theory, where a good 

signal will have a good effect on the market. A low NPL value reflects a good signal so that it can 

have an effect on increasing profitability. 

The results of this study are in line with research conducted by Srihayati (2015) and 

Suryanto (2017) which found that credit risk has a significant negative effect on profitability, while 

research by Ogboi and Unuafe (2013), and Jumono et al. (2015) found that credit risk has a 

negative but not significant effect on profitability. Research conducted by(Jha and Hui, 

2012)and(Buchory, 2015)contrary to the results of other studies with the results of credit risk 

having a significant positive effect on profitability. 

5. CONCLUSIONS AND SUGGESTIONS 

5.1. Conclusion 

Based on the data analysis that has been described, several conclusions can be drawn as follows: 

1. Credit risk has a negative and significant effect on profitability in banking companies listed 

on the Indonesia Stock Exchange in 2016-2021 

2. Operational risk has a negative and significant effect on the profitability of banking 

companies listed on the Indonesia Stock Exchange in 2016-2021 

3. Liquidity risk has a negative and insignificant effect on the profitability of banking 

companies listed on the Indonesia Stock Exchange in 2016-2021 

4. Earning Asset Quality has a negative and insignificant effect on profitability in banking 

companies listed on the Indonesia Stock Exchange in 2016-2021 

5. Credit Risk, Operational Risk, Liquidity Risk, and Quality of Earning Assets Affect 

Profitability of banking companies listed on the Indonesia Stock Exchange in 2016-2021. 

5.2. SUGGESTIONS 

Paand future research is expected to further examine this issue in depth in a more 

focused and applicable way. The deepening of this research will be more accurate and 

maximal if the researcher includes several variables that are considered necessary or support 

this research, and maximize the sample taken by expanding, both from the types of banks 

and the period of the years studied. 
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