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Abstract

The phenomenon of economic instability due to the COVID-19 pandemic has encouraged banks to improve income
diversification strategies in order to reduce risk exposure and maintain sustainable financial performance. This study
aims to analyze the effect of income diversification on credit risk and market risk with the role of control variables
Size, Tangible Asset, Return on Asset and Liquidity. The study was conducted at Conventional Commercial Banks
in Indonesia during the period 2018-2023. This research method uses a quantitative approach with secondary data.
The population in this study is all Conventional Commercial Banks in Indonesia as many as 105 banks, then the
sample determination uses purposive sampling technique and produces 101 banks as samples. The observation period
for six years produced a total of 606 observation data. The analysis tool uses SPSS 26.0 software through multiple
regression tests. The first regression results show that income diversification has a significant negative effect on
credit risk (sig. 0.000; t-stat -3.170). Meanwhile, the size control variable does not affect credit risk (sig. 0.353; t-
stat 0.930), Tangible does not affect credit risk (sig. 0.261; t-stat -1.125). ROA has a positive effect on credit risk
(sig. 0.000; t-stat 6.399). Liquidity has a positive effect on credit risk (sig. 0.000; t-stat 6.355). The R? value of 0.204
indicates that 20.4% of the variation in credit risk can be explained by income diversification, and the control
variables Size, Tangible Asset, Return on Asset and Liquidity. In the second regression, income diversification has
a significant negative effect on market risk (sig. 0.049; t-stat -1.972). Meanwhile, the control variable size has a
positive effect on market risk (sig. 0.002; t-stat 3.049), Tangible has no effect on market risk (sig. 0.493; t-stat -
0.686). ROA has a negative effect on market risk (sig. 0.002; t-stat 3.184). Liquidity has a positive effect on market
risk (sig. 0.000; t-stat 21.080). The R? value of 0.583 indicates that 58.3% of the variation in market risk can be
explained by income diversification, and the control variables Size, Tangible Asset, Return on Asset and Liquidity.

Keywords: income diversification, Size, Tangible Asset, Return on Asset and Liquidity and Conventional
Commercial Banks

INTRODUCTION

The COVID-19 pandemic, which first emerged in Wuhan, China, in December 2019, was declared a global
pandemic by the WHO in March 2020. The pandemic has had a tremendous impact on global health, humanity,
economy, and financial stability. With more than 85 million cases of infection and 1.8 million deaths by the end of
2020, the pandemic has created a significant health crisis and humanitarian disaster in many countries.

To control the spread of the virus, mobility and economic activity restrictions were imposed, which caused a
global economic contraction, especially in the first half of 2020. Despite improvements in the second half of 2020,
the global economic recovery was still hampered by further waves of the pandemic, including the rapidly spreading
Delta variant in 2021. Mobility restrictions to contain the spread of this variant have had an impact on weakening
various economic indicators, such as the consumer confidence index, retail sales, and the Purchasing Managers'
Index (PMI).

The global economic recovery that has been ongoing since the third quarter of 2021 shows the inequality
between developed and developing countries. This inequality is caused by differences in vaccination rates and the
ability of policy stimulus in each country. The pandemic also provides important lessons in the international trade
system, monetary system, and world financial system, which are of concern to strengthen global economic resilience
in the future.
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The COVID-19 pandemic has highlighted the importance of revenue diversification strategies for financial
institutions, especially banks, in dealing with emerging risks, such as credit risk and market risk. This is an important
background for examining the impact of revenue diversification strategies on both types of risks in commercial banks
in Indonesia during the pandemic.

In Indonesia, The government, Bank Indonesia (BI) and the Financial Services Authority (OJK) are working
together to provide stimulus and relaxation to maintain the economy and the stability of the financial system. The
government has issued various fiscal policies and social assistance, even providing interest subsidies and additional
guarantees for working capital credit for MSMEs (Micro, Small and Medium Enterprises). The BI has also issued a
liquidity relaxation policy so that economic liquidity is maintained, thus providing comfort for the financial industry
and the community. OJK has issued various policy stimuli both in the Capital Market to maintain the performance
and stability of the capital market, as well as in banking through credit restructuring affected by COVID-19 to provide
time for business actors to organize their financial conditions. The Covid-19 pandemic has provided valuable lessons
to improve and strengthen ourselves in facing future challenges, including the banking sector in Indonesia which has
a very vital role in supporting Indonesia's economic growth.

Amidst the global and domestic economic conditions that are still affected by the COVID-19 pandemic,
banking credit risk in general during the pandemic is still under control, as reflected in the condition of bank NPLs
which are quite well maintained at 3% at the end of 2021 with credit growth of 5.2%. However, it is necessary to
pay attention to the increase in credit risk considering economic activity that has not recovered and the threat of new
variants of COVID-19 and the global crisis related to the Russia-Ukraine war.

In responding to the phenomenon of the threat of new variants of COVID-19 and the global crisis, PUJK is
competing to turn its business towards product diversification. The same thing is also done by Banks in Indonesia,
where they issue new products that can facilitate consumers and formulate various strategies in order to survive and
grow during the COVID-19 Pandemic, although we all know that the many products issued will certainly be directly
proportional to the risks that will arise later. Therefore, it is necessary to conduct a study related to the diversification
of income applied by Banks in Indonesia against credit risk and market risk that will arise later in line with the
products that will be issued by banks during the COVID-19 Pandemic.

The banking sector plays an important role in supporting the stability of the financial system and economic
growth of a country. Banks function as financial intermediaries that connect parties with surplus funds with parties
in need of funds through fundraising and credit distribution activities. Therefore, the financial health of banks is one
of the important indicators in assessing overall economic stability (Imbierowicz & Rauch, 2014).

Banking business activities are also inseparable from risks, especially credit risk and market risk. Credit risk
reflects the possibility of customer failure to fulfill payment obligations, while market risk arises from fluctuations
in the market value of bank assets or liabilities due to changes in interest rates, exchange rates, or security prices
(Meslier, Tacneng, & Tarazi, 2020). In an uncertain economic situation, such as during the COVID-19 pandemic,
the potential for an increase in both types of risks becomes greater, and has a direct impact on the stability and
profitability of the bank.

Bitar et al. (2018) stated that income diversification is very important, especially during times of crisis such
as a pandemic or global financial crisis, because banks cannot rely solely on income from credit interest which has
decreased drastically due to decreasing demand and increasing risk of default. According to Stiroh (2004), income
diversification is an effort by banks to expand their sources of income beyond traditional interest income by
increasing income from fee-based activities, such as banking services and investments. This diversification aims to
reduce dependence on interest income which is more volatile because it is influenced by the economic cycle and
credit risk.

Revenue diversification is increasingly crucial in the face of today's economic dynamics and global
uncertainty. The COVID-19 pandemic has become a significant turning point in the way various business sectors
conduct their business activities. It is undeniable that the coronavirus has changed the way almost all industries
work, including the financial and banking sectors. This crisis has forced companies, including banks, to re-evaluate
their traditional business models and adapt to new strategies to maintain profitability and business sustainability.
The CKPN ratio of general banks in 2019 before the pandemic emerged was around 3.14%, as shown in the
following graph.
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Figure 1. CKPN Credit Ratio to Total Credit in 2019

The graphic image 1. above illustrates the ratio of CKPN (Provision for Impairment Losses) Credit to Total
Credit in 2019, before the pandemic. On the Y-axis, the percentage of the CKPN ratio is displayed, while the X-axis
shows the months from January to December 2019. The line representing CKPN shows the fluctuation of the ratio
throughout the year, while the total credit line reflects the total amount of credit disbursed by the bank. The average
ratio of CKPN to total credit is around 3.14%. From this graph, it can be seen that the CKPN ratio varies, which may
be influenced by economic conditions and policies implemented by the bank.

Meanwhile, the ratio of CKPN credit to total credit increased during the Covid-19 pandemic. The increase
mainly started since March 2020 and was relatively stable in the range of 6% since May 2021 to December 2021.

CKPN Credit Ratio to Total Credit

e Credit CKPM Total Credit CKFM Credit ratio to total credit

Figure 2. Credit CKPN Ratio to Total Credit in 2020 and 2021

Graph 2. above shows the ratio of CKPN (Allowance for Impairment Losses) Credit to Total Credit during
the COVID-19 pandemic, especially from March 2020 to December 2021. From the graph, it can be seen that the
CKPN ratio has increased significantly since March 2020, with a relatively stable figure in the range of 6% since
May 2021 to the end of 2021. The CKPN line shows an increasing trend, reflecting the bank's response to higher
credit risk due to the pandemic. While the total credit line shows a different trend, providing context for changes in
the CKPN ratio. This graph reflects the impact of the pandemic on the bank's credit policy and risk management. The
increase in CKPN also reflects the risk mitigation strategy implemented by the banking industry, namely by
increasing reserves in order to maintain financial stability and protect profitability in the long term. Although this
step reduces short-term profits, the policy shows a high level of caution from banking risk management.

The COVID-19 pandemic that hit throughout 2020 has put great pressure on the banking sector, especially
conventional commercial banks in Indonesia. The Financial Services Authority (OJK) noted that banking profits
experienced a significant decline ranging from 30% to 40%, depending on the size of the financial institution. State-
owned banks experienced the deepest profit contraction of up to minus 50.07%, along with the high proportion of
credit restructuring of 30.63%. Overall, the bank's net profit growth contracted by -33.08%. This was caused by
several main factors such as lower interest rates, lower credit demand, and lower Net Interest Margin (NIM) which
led to lower Return on Assets (ROA).
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Banks in the BUKU 1 and BUKU 4 classifications also experienced the heaviest pressure, with profit
contractions of -56.5% and -37.14%, respectively. On the other hand, the total restructured credit reached IDR 971
trillion, reflecting the high level of disruption to the ability of debtors to meet their obligations. The following
presents the phenomenon of problems in the decline in the performance of conventional commercial banks in

Indonesia due to Covid-19.

Table 1. Decline in Performance of Conventional Commercial Banks

Before During the
Performance . .
Indicators the Pandemic Decrease Information
Pandemic (2020)

. General impact of the
National 100% +60%—70% of | Down 30%- andemic according to
Banking Profit (baseline) normal profit 40% I()) 1K &
State-Owned 100% 49.93% of Down Related to high credit
Bank Profit (baseline) normal profit 50.07% restructuring (30.63%)
Profit of Bank 100% 43.5% of Down Deepest decline among
BUKU 1 (baseline) normal profit 56.5% BOOK classes
Profit of BUKU 100% 62.86% of Down Significant impact on
4 Bank (baseline) normal profit 37.14% banks with large assets
EZElgilsfli?ank ) -33.08% Contraction | Down due to interest

(contraction) 33.08% rates and credit demand
Growth
Net Interest Regarding low interest
Margin (NIM) Normal Down Decrease ratfs and%oan demand
Return on Asset efficienc
Assets (ROA) Normal Down Decrease impacted by pandemic '
Restructured ) Rp 971 trillion i 18% of total credit; 7.6
Credit million debtors affected

Source: Republika.co.id.

This condition shows that the resilience of the banking sector to the global crisis still faces serious challenges,
especially when major economic shocks such as the pandemic occur. This makes it urgent for banks to strengthen
risk management, operational efficiency, and long-term adaptive strategies. Based on fphenomenon of declining
performance of conventional commercial banksshows the existence of a gap phenomenon that is observed to indicate
sOverall, the bank's net profit growth decreased by -33.08%. This was caused by several main factors such as lower
interest rates, lower credit demand, and lower Net Interest Margin (NIM) which led to lower Return on Assets
(ROA).

This research is also to fill research gap in literaturethat diversification and risk in the banking sector. Phe
influence of income diversification strategies on credit risk and market risk in banks has been widely carried out, but
the results still show inconsistencies or contradictions, especially when applied to a crisis context such as the COVID-
19 pandemic. For example, research by Nguyen et al. (2021) shows that income diversification has a significant
negative effect on credit risk, meaning that diversification can reduce the level of credit risk in banks, especially in
emerging markets. However, this result differs from the findings of Elsas et al. (2020) which stated that the effect of
diversification on credit risk was insignificant. This shows that diversification does not always automatically improve
the quality of credit risk. In addition, DeYoung and Torna (2019) found that non-interest income as part of
diversification actually increases market risk during the crisis period, which shows the negative side of uncontrolled
diversification. In contrast, Meslier et al. (2020) proved that diversification can reduce market risk in emerging
markets. These conflicting findings indicate contextual differences and inconsistencies in research results, which are
an important basis for compiling this research.

Based on several previous studies pThe influence of income diversification strategies on credit risk and market
risk in banks has been widely carried out. However, novelty from this research by referring to existing literature,
This study lies in an attempt to integrate the diverse findings on the impact of diversification on bank performance
and risk with a more comprehensive analytical approach, and consider contextual factors that may influence the
relationship. By referring to the existing literature, this study aims to explore the dynamics between income
diversification and bank risk in more depth, and to offer a new model that can explain how diversification strategies
can be optimized to improve bank performance without significantly increasing risk. This study aims to analyze the
Influence of Revenue Diversification Strategy on Credit Risk and Market Risk in Commercial Banks in Indonesia
during the COVID-19 Pandemic., namely the period from 2019 to 2023.
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FORMULATION OF THE PROBLEM

The COVID-19 pandemic has caused significant pressure on the financial performance of conventional
commercial banks in Indonesia. The Financial Services Authority (OJK) noted that national banking profits have
decreased between 30% and 40%, with state-owned banks recording a profit contraction of up to 50.07%. This
decline was triggered by high credit restructuring, declining interest rates, credit demand and Return on Assets
(ROA). In this context, the income diversification strategy is one of the potential steps that banks can take to maintain
stability and reduce risk, both credit risk and market risk.

However, based on the latest literature review, there is still a research gap, the results of previous studies show
inconsistencies regarding the effect of income diversification on credit risk and market risk; there are not many
studies that examine this effect in the context of banks in Indonesia during the crisis, especially the COVID-19
pandemic; and the limitations of studies in including control variables such as bank size, tangible assets, ROA, and
liquidity simultaneously.

Based on this background, the formulation of the problem in this study is as follows:

1. Does income diversification affect credit risk in conventional commercial banks in Indonesia?
2. Does income diversification affect market risk in conventional commercial banks in Indonesia?
3. Does bank size as a control variable affect credit risk?

4. Do tangible assets as control variables affect credit risk?

5. Does return on assets (ROA) as a control variable affect credit risk?

6. Does liquidity as a control variable affect credit risk?

7. Does bank size as a control variable affect market risk?

8. Do tangible assets as control variables affect market risk?

9. Does return on assets (ROA) as a control variable affect market risk?

10. Does liquidity as a control variable affect market risk?

LITERATURE REVIEW
Banking Diversification

Banking diversification is a strategy carried out by banks to expand sources of income and reduce
dependence on traditional interest income. This is done by developing non-interest income activities, such as
fee-based services, foreign exchange trading, and other financial services. This strategy is considered important
in dealing with increasingly complex risk dynamics, especially in times of crisis or economic uncertainty.
According to Stiroh (2004), diversification of banking income can help reduce bank-specific risks because
income from various sources has a low correlation, so that overall it can stabilize the bank's financial
performance. This opinion is reinforced by research by DeYoung and Torna (2013) who found that income
diversification can increase the stability of income and bank profitability, especially during times of market
volatility. Furthermore, Sanya and Wolfe (2011) explained that income diversification can be an important
tool in managing credit risk and market risk. By expanding activities into non-traditional segments, banks can
reduce exposure to credit risk arising from conventional loans. However, careless diversification can increase
operational risk if the bank does not have adequate risk management capacity.

Credit Risk Analysis

The risk of a bank loan portfolio can be viewed from the following risks: credit risk, investment risk, liquidity
risk, operating risk, and fraud risk. These risks are the six risks found by Vojta faced by commercial banks. In an
extreme situation of combined bank failure, credit risk and fraud risk are fatal. Under normal circumstances, the most
important thing in a loan portfolio is credit risk which is related to losses arising from poor bank loan portfolios. In
"risk return" on debtors who have a weak financial position therefore have high credit risk should pay greater credit
risk and vice versa for those who have a strong financial position. In order to provide a better meaning for the purpose
of credit analysis, the verbal term "strong versus weak" regarding financial position and also the term "high versus
low" for credit risk need to be "quantified". To achieve this goal, each element of the 5C is analyzed in terms of the
potentials inherent in it that can be quantified (Tamon, et al., 2016).

Market Risk Analysis
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Market conditions and situations with various stability and instability can influence the continuity and profit
of the company. Market risk is a condition experienced by a company caused by changes in external market
conditions and situations and company control (Fahmi, 2014:69). One measurement of market risk is the interest
rate, which is measured by the difference between the funding interest rate and the lending interest rate or in absolute
form is the difference between the total funding interest cost and the total loan interest cost where in banking terms
it is called Net Interest Margin (NIM). The higher the NIM, the higher the ROA. NIM is measured by the comparison
between net interest income and productive assets.

Relationship Between Research Variables
The Effect of Income Diversification on Credit Risk

The relationship between diversification and credit risk depends on the theoretical approach applied. The
modern portfolio theory approach states that there is a negative relationship between diversification and credit risk.
This is in accordance with the studies conducted by Mawar (1996) and Liang and Rhodes (1988) who found that
diversification reduces bank risk. Other studies show that diversification improves the performance of low-risk banks
(Acharya et al., 2006), reducing credit risk (Akhigbe and Whyte, 2003; Zamore et al., 2019).

The more diversified income means the bank reduces its credit expansion. With reduced credit expansion,
credit risk decreases. Diversification of income means that the bank has more businesses that generate non-interest
income. So that credit expansion decreases, credit risk decreases which is in line with the decrease in CKPN.
Meanwhile, based on agency theory, it shows a negative relationship between diversification and credit risk. Several
studies state that diversification increases credit risk so that there is a more positive relationship. For example, an
increase in credit risk was found due to diversification (Gulamhussenet al., 2014), problematic loans were found
(Winton, 1999), company complexity and difficulty in monitoring credit risk due to diversification (Winton, 1999;
Cerasi and Daltung, 2000). The condition is caused by management not being focused on building the quality of
credit exposure because they get other benefits from income diversification. Based on the above, the first hypothesis
is as follows:

H1: Income Diversification Has a Negative Impact on Credit Risk

The Effect of Income Diversification on Market Risk

The more diversified income means that banks increase fee-based income, then banks will reduce investment
in securities that are affected by interest rates. With reduced credit expansion, interest rate fluctuations are reduced
so that market risk is also reduced. Diversified income means that banks are increasingly doing business that
generates non-interest income. So that credit expansion decreases, credit risk decreases. In addition, income
diversification also shows investment in non-traditional sources of income compared to sources such as loans or
interest-bearing securities.

Thus, income diversification can encourage the level of investment in the securities they hold. However, this
is not directly expected to be positive or negative because it will depend on the level of loans that are part of interest-
bearing assets. In the context of Indonesian banking, research by Widyarti and Sari (2023) shows that income
diversification has a positive and significant effect on bank risk, as measured by the Z-Score, in digital banks in
Indonesia. Another study by Fadli (2020) found that income diversification can improve bank performance, but credit
diversification actually increases risk and decreases bank performance.

A study by Adem (2022) shows that income diversification can improve bank stability in developing countries,
but the results vary depending on the context and banking structure of each country. Meanwhile, a study by Li et al.
(2021) during the COVID-19 pandemic found that non-interest income is positively related to bank performance and
negatively related to risk, indicating a beneficial effect of diversification during the crisis. Based on these findings,
the second hypothesis in this study is:

H2: Income diversification has a negative effect on Market Risk

Theoretical Framework

This study explores the impact of income diversification on credit risk as well as on the market risk that arises.
By referring to the background and literature above, the theoretical framework can be described as in the following
figure.
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Figure 3. Framework of Thought

RESEARCH METHODS
Research Design

This research design is quantitative and aims to analyze how the influence of income diversification strategy
on credit risk and market risk with control variables of Size, Tangible Asset, Return on Asset and Liquidity in banks
in Indonesia during the Covid-19 pandemic.

Types and Sources of Research Data

This study uses Indonesian Banking Statistics data on State-Owned Commercial Banks, Regional Government
Banks, National Private Banks, and Banks with branches located abroad. The financial report data in question uses
a 6-year period (2018-2023), as well as other data sourced from research journals and the official OJK website.

Population and Sample
The population in this study is all Conventional Commercial Banks operating in Indonesia and have submitted

complete annual financial reports to the Financial Services Authority (OJK) totaling 105 conventional commercial
banks in Indonesia.The selection method used was purposive sampling, aThe sample criteria in this study are as
follows:

1. Conventional commercial banks operating in Indonesia.

2. Conventional commercial banks that report complete and consistent annual financial reports during the period

2018 to 2023.
3. Conventional commercial banks that are supervised and report regularly to the Financial Services Authority.
Table 2. Conventional Bank Sample Criteria

Information Amount
Commercial Banks with Conventional Business Activities in 105
Indonesia
Conventional Commercial Banks that do not report complete @)
financial reports for the period 2018-2023
Conventional Commercial Banks that report complete financial 101

reports for six consecutive years in the period 2018-2023

Method of collecting data

This study uses secondary data from Indonesian Banking at Bank Umum Persero, Regional Government
Banks, National Private Banks published on the OJK website. as well as other data sourced from research journals
and the official OJK website.

Data Analysis Techniques

This study uses a quantitative data analysis approach, especially using quantitative data analysis methodology.
This involves solving using multiple regression analysis there are two regressions, the first regression of income
diversification with control variables on credit risk and the second regression on market risk.
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RESEARCH RESULTS AND DISCUSSION
Research result

This study involved 101 Conventional Commercial Banks operating in Indonesia and had reported complete
financial statements for six consecutive years, namely from 2018 to 2023. Of the total 105 registered Conventional
Commercial Banks, 4 banks did not meet the criteria because they did not report complete financial statements during
the period. Therefore, only 101 banks were sampled in this study. The data used in this study are secondary data
sourced from the annual financial statements of each bank. With a time span of six years and a total of 101 banks,
the total observation data used in the analysis amounted to 606 observations (101 banks X 6 years).

Descriptive Statistics of Research Variables
The initial number of observations was 606 data (101 % 6). However, based on the results of the classical
assumption test, extreme data (outliers) were found in several variables that could affect the feasibility of the
regression model. Therefore, outlier data that was identified as abnormal was carried out. After this process, the final
number of observation data used in the research data was 400 data. Desk rips vari abel researcher This tian is
presented as follows.
Table 3. Descriptive Statistics

Variables N | Minimum | M3Ximu | yrean S.td°.

m Deviation
Income Diversification | 400 -89.79 62.52 -29,9342 | 35,16290
Credit Risk 400 23 100.13 57,7833 | 23.14885
Market Risk 400 ,15 15.52 6,3841 3.62643
SIZE 400 23 6.63 3,2557 1,16051
Tangible Asset 400 ,05 3.37 1,3029 , 76391
Return on Asset 400 -1.22 3.44 1,1589 ,80648
Liquidity 400 ,01 21.88 8,1884 4.96865
Valid N (listwise) 400

Source: SPSS data processing, 2025
a. Income Diversification

The average level of income diversification in conventional commercial banks in Indonesia during 2018-2023
was recorded at -29.93%, with a minimum value of -89.79% and a maximum of 62.52%, and a standard deviation
of 35.16%. The negative average value indicates that the majority of banks in this sample are still highly
dependent on their main income in the form of interest income from credit, compared to non-interest income such
as commissions, fee-based income, and income from trading activities.

b. Credit Risk
The Credit Risk variable, which in this study is measured through the ratio of Allowance for Impairment Losses
(CKPN) to total credit, shows an average value of 57.78%, with a minimum value of 0.23% and a maximum of
100.13%, and a standard deviation of 23.15%. This average value indicates that conventional commercial banks
have generally set aside almost half of their total credit as reserves for potential losses, reflecting a level of
prudence in credit risk management.

c. Market Risk
Market Risk measured based on the proportion of investment in government securities to total assets shows an
average value of 6.38%, with a minimum value of 0.15%, a maximum of 15.52%, and a standard deviation of
3.63%. Investment in government securities (SBN) is considered a relatively safe instrument, and conventional
banks often use it as a liquidity instrument as well as a source of stable interest income. The average of 6.38%
shows that some banks allocate a small portion of their assets to manage market risk, as well as maintain a balance
between profitability and asset security.

d. Company Size
Bank size (SIZE) in this study is measured by the natural logarithm of total assets. The average value of SIZE is
3.26, with a minimum value of 0.23 and a maximum of 6.63, and a standard deviation of 1.16. This large variation
indicates that conventional commercial banks in Indonesia have a very diverse operational scale, ranging from
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small-scale banks (for example ex-BPD or new banks) to large national and multinational banks. Bank size plays
an important role in risk management and profitability.

e. Tangible Asset
Tangible Asset, which shows the proportion of fixed assets to total assets, has an average value of 1.30%, a
minimum of 0.05%, a maximum of 3.37%, and a standard deviation of 0.76%. This low average value reflects
the characteristics of the banking industry which is a financial services sector, where most assets consist of
financial assets (credit, securities, cash), not physical assets. Conventional commercial banks tend to keep the
proportion of fixed assets to a minimum to maintain operational flexibility and cost efficiency.

f.  Return on Asset
ROA, which measures a bank's ability to generate profits from its total assets, shows an average of 1.15, a
minimum value of -1.22, a maximum of 3.44, and a standard deviation of 0.81. The average value is quite
moderate for the banking sector, which generally operates on thin but stable profit margins. A negative minimum
value indicates that there are banks that experienced losses during the observation period, which could be caused
by increased reserve costs, credit losses, or high operating costs. Meanwhile, banks with high ROA are likely to
have healthy credit portfolios and are efficient in using assets. A fairly large standard deviation strengthens the
indication that there is a disparity in efficiency between banks in generating profits. This can also be influenced
by bank size, business strategy, and asset and liability management implemented by each institution.

g. Liquidity
The Liquidity variable, measured by the ratio of cash plus government securities to total assets, has an average of
8.18, with a minimum value of 0.01, a maximum of 21.88, and a standard deviation of 4.97. This ratio indicates
how much liquid assets a bank has to meet short-term obligations. The average value of 8.18 is quite adequate
and indicates that banks generally maintain a liquidity buffer to deal with potential sudden outflows of funds or
market fluctuations.

Normality Test
In the normality test after the outliers were carried out, the first and second regression data are presented as
follows.
Figure 4. PP Plot Normality Test

First Regression Second Regression
Normal P-P Plot of Regression Standardized Residual Normal P-P Plot of Regression Standardized Residual

Dependent Variable: Credit Risk (Y1) Dependent Variable: Market Risk (Y2)
10

Expected Cum Prob
Expected Cum Prob

00 02 04 08 08 10 04 0s 0.8 1.0

Observed Cum Prob Observed Cum Prob
Source: processed data, 2025

The results of the normality test using the PP Plot method also show that the residual points are spread close
to and follow the diagonal line consistently. This further strengthens that the residual distribution has approached
the normal distribution after the outlier data is removed.

t-Test (First and Second Partial Regression Test)
The t-test is used to detect whether there is a partial influence between variables if the p-value (Siq.) is <0.10,
meaning there is a significant influence. The results of the first and second regression t-tests are presented below.
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Table 4First Regression t-Test
Std.  Standardized

Variables B Error  Coefficients ¢ Sig.
(Constant) 32,417 4,140 7,831 ,000
Income Diversification -,102 ,032 -, 154 -3,170 ,002
Size Firm (K1) ,934 1,005 ,047 ,930 ,353
Tangible Assets (K2) -1,554 1,382 -,051 -1,125 ,2601
Return on Assets (K3) 8,473 1,324 ,295 6,399 ,000
Liquidity (K4) 1,403 ,221 ,301 6,355 ,000

a. Dependent Variable: Credit Risk (Y1)

In table 4. above, the t-test will be explained below.
a. Income Diversification (MI) Variable

The results of the statistical test show that there is a significant negative effect of Income Diversification on the
Credit Risk of conventional commercial banks in Indonesia in the financial report period from 2018 to 2023, seen
from the significance value of 0.002 <0.10 with a t-count value of -3.170> -1.652. This shows that the higher the
income diversification carried out by the bank, the lower the credit risk faced. The First Hypothesis is Accepted.

b. Control Variable Company Size (Size)
The results of statistical tests show that Size does not have a significant effect on the Credit Risk of conventional
commercial banks in Indonesia, because the significance value is 0.353>0.10 and the t-count value is
0.930<1.652. This shows that company size does not have a significant effect on the level of credit risk borne by
the bank.

c. Tangible Asset Control Variables
The results of statistical tests show that there is no significant influence of Tangible Assets on Credit Risk of
conventional commercial banks in Indonesia, because the significance value is 0.261>0.10 with a t-count value
of -1.125<-1.652. This indicates that the amount of tangible assets has not been able to explain the level of credit
risk.

d. Control Variable Return on Assets
The results of statistical tests show that there is a significant positive influence of Return on Assets on Credit Risk
of conventional commercial banks in Indonesia, indicated by a significance value of 0.000 < 0.10 with a t-value
of 6.399 > 1.652. This means that the higher the bank's profitability, the higher the credit risk, possibly due to
aggressive credit expansion.

e. Liquidity Control Variable
The results of statistical tests show that there is a significant positive effect of Liquidity on Credit Risk of
conventional commercial banks in Indonesia, indicated by a significance value of 0.000 <0.10 and a t-count of
6.355>1.652. This means that the higher the liquidity of a bank, the greater the credit risk that may arise, possibly
due to the distribution of liquid funds into risky credit activities.

Next, the second regression t-test will be explained with the dependent variable of market risk as follows.

Table 5.Second Equation t-Test

Std. Standardize
Variables B Error d t Sig.
Coefficients
(Constant) 1,408 ,470 2,997 ,003
Income Diversification -,007 ,004 -,069 -1,972 ,049
Size Firm (K1) ,348 ,114 111 3,049 ,002
Tangible Assets (K2) -, 108 ,157 -,023 -,686 ,493
Return on Assets (K3) -,478 ,150 -,106 -3,184 ,002
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Liquidity (K4) ,528 ,025 , 724 21,080  ,000
b. Dependent Variable: Market Risk (Y2)
Source: processed data, 2025

a. Income Diversification Variable

The results of statistical tests show that there is a significant negative effect of Income Diversification on Market
Risk of conventional commercial banks in Indonesia, indicated by a significance value of 0.049 < 0.10 and a t-
value of -1.972 > -1.652. This means that the higher the income diversification carried out by the bank, the lower
the market risk faced. Income diversification can help banks face market fluctuations more stably. The Second
Hypothesis is accepted.

b. Control Variable Company Size (Size)
The results of statistical tests show that there is a significant positive effect of Size on Market Risk of conventional
commercial banks in Indonesia, with a significance value of 0.002 <0.10 and a t-count of 3.049>1.652. This
indicates that the larger the size of the bank, the higher the market risk borne, possibly due to greater exposure to
market changes.

c. Tangible Asset Control Variables
The results of statistical tests show that there is no significant influence of Tangible Assets on Market Risk of
conventional commercial banks in Indonesia, because the significance value is 0.493 > 0.10 with a t-count of -
0.686 < 1.652. This shows that the amount of tangible assets has not been able to provide a significant contribution
to changes in bank market risk.

d. Control Variable Return on Assets
The results of statistical tests show that there is a significant negative effect of Return on Assets on Market Risk
of conventional commercial banks in Indonesia, indicated by a significance value of 0.002 < 0.10 and a t-count
of -3.184 > -1.652. This means that the higher the bank's ability to generate profits from its assets, the lower the
market risk faced. High profitability can strengthen the bank's position in facing market volatility.

e. Liquidity Control Variable
The results of statistical tests show that there is a significant positive effect of Liquidity on Market Risk of
conventional commercial banks in Indonesia, indicated by a significance value of 0.000 <0.10 and a t-count of
21.080>1.652. This means that the higher the bank's liquidity, the higher the market risk, possibly because liquid
funds are used in activities that are sensitive to market fluctuations.

DISCUSSION OF RESEARCH RESULTS

The Effect of Income Diversification on Credit Risk

The results of the study indicate that Income Diversification has a significant negative effect on Credit Risk
in Conventional Commercial Banks in Indonesia during the financial reporting period of 2018 to 2023. This finding
is based on the results of statistical tests showing a significance value of 0.002 <0.10 and a t-count value of -3.170>
-1.652, which means that the higher the level of bank income diversification, the lower the credit risk they face.
Theoretically, income diversification reduces banks' dependence on a single source of income, especially from credit
distribution activities, so that it can stabilize cash flow and reduce exposure to credit risk. Banks that are able to
obtain income from various sources, such as fee-based income, treasury, or non-traditional services, have higher
financial flexibility in dealing with potential defaults from debtors.

The results of this study are in line with the study by Bitar, Hassan, and Walker (2018) which shows that
income diversification helps banks reduce credit risk by improving income structure and allowing banks to better
bear credit losses. A study by Abedifar, Molyneux, and Tarazi (2013) also confirms that banks with higher income
diversification have lower credit risk, especially in an unstable economic environment.

The Impact of Income Diversification onMarket Risk

The results of the study found that the Income Diversification variable has a regression coefficient value of -
0.007 with a significance value of 0.049 and a t-value of -1.972. Because this significance value is smaller than the
10% significance limit (o = 0.10), it can be concluded that Income Diversification has a significant effect on Market
Risk. Theoretically, these results support the view that income diversification is an effective risk mitigation strategy,
especially in the banking sector which is vulnerable to market volatility. Income diversification refers to the bank's
efforts to not only rely on interest income, but also develop non-interest income, such as income from fee-based
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services, investments, treasury services, and digital banking services. The more diverse the bank's sources of income,
the less dependence on single market conditions can be reduced, so that market risk can be suppressed.

This finding is in line with the results of the study by Vo et al. (2022) which states that income diversification
can reduce market risk in the banking sector by creating a more stable income structure that is resistant to external
fluctuations. Zhou and Zhu (2021) also found that banks that successfully balance interest and non-interest income
tend to have lower market risk exposure, especially in emerging markets.

CONCLUSION

The results of the study indicate that income diversification plays an important role in risk mitigation. Income
Diversification has a negative effect on Credit Risk and Market Risk, indicating that the more diverse the bank's
income sources, the lower the credit risk and market risk faced. This diversification strategy has been proven to
increase the bank's resilience to economic turmoil and market fluctuations.

Company size (Size) does not have a significant effect on credit risk, but has a positive effect on market risk.
This means that banks with large assets tend to face higher market exposure due to the complexity of their investment
portfolios. Meanwhile, Tangible Assets do not show a significant effect on both types of risk, indicating that the
proportion of fixed assets in the bank structure is not enough to determine the magnitude of credit or market risk.

Return on Asset (ROA) has a positive effect on credit risk, but a negative effect on market risk. This reflects
that high profitability can encourage risky credit aggressiveness, but on the other hand strengthens resilience to
market volatility. Finally, Liquidity has a positive effect on both types of risk, indicating that high fund availability
can encourage greater risk-taking behavior, both in credit provision and market activity.

RESEARCH LIMITATIONS

This study has several limitations that need to be considered for future research development. First, the use of
secondary data from conventional commercial bank financial reports for the period 2018-2023 has not
accommodated macroeconomic factors such as inflation, interest rates, exchange rates, and economic growth, which
also affect banking risk. Second, the observation period mostly covers the COVID-19 pandemic as an abnormal
period, which can cause distortion of results and limit long-term validity. Third, the scope of the object is only limited
to conventional commercial banks, so the research results cannot be generalized to other financial institutions such
as Islamic banks, BPRs, or non-bank institutions that have different risk characteristics. Fourth, risk measurement is
only based on financial report ratios such as NPL, so it does not fully capture the complexity of risk. A more
comprehensive approach with market indicators or stress testing needs to be considered in future research.

FUTURE RESEARCH AGENDA

Based on the results of this study, future research agendas can be directed to expand the scope of banking risk
analysis. First, it is recommended that further research include external variables such as macroeconomic indicators
(inflation, interest rates, exchange rates, and GDP growth), regulatory changes, and financial system stability. This
is important to see how external factors strengthen or weaken the influence of internal variables on credit risk and
market risk. Second, the observation period should be expanded to include a more complete economic cycle,
including before, during, and after a crisis such as the COVID-19 pandemic. This approach can increase the validity
of the results in the long term and describe the risk dynamics more representatively. Third, the research object can
be developed not only limited to conventional commercial banks, but also include Islamic banks, regional
development banks, or non-bank financial institutions, in order to obtain a more comprehensive understanding of
risk patterns in various types of financial institutions.

REFERENCES

Abedifar, P., Molyneux, P., & Tarazi, A. (2013). Risks in Islamic banking. Review of Finance, 17(6), 2035-2096.
https://doi.org/10.1093/rof/rfs041

Publish by Radja Publika

OPEN ACCESS 1492



THE EFFECT OF INCOME DIVERSIFICATION STRATEGY ON CREDIT RISK AND MARKET RISK IN
COMMERCIAL BANKS IN INDONESIA DURING THE COVID-19 PANDEMIC
Otto Fitriandy and Irene Rini Demi Pangestuti

Adem, M. (2022). Impact of Diversification on Bank Stability: Evidence from Emerging and Developing Countries.
Discrete Dynamics in Nature and Society, 2022, 1-15. https://doi.org/10.1155/2022/7200725

Afriyanto, D. (2021). The Effect of Revenue Diversification on Credit Risk in Islamic Commercial Banks in
Indonesia. Journal of Islamic Economics and Finance, 7(2), 155-167.

Ahmed, A., Ullah, A., & Jebran, K. (2020). Bank size and risk: Evidence from emerging markets. Journal of Risk
and Financial Management, 13(6), 115. https://doi.org/10.3390/jrfm13060115

Ahyar, MK 2021. The Effect of Diversification of Economic Sector Financing on the Profitability and Risk of
Indonesian Islamic Banks. Journal of Islamic Banking. October 2021.

Ariyanti, R. 2019. The Effect of Tangible Asset, ROE, Firm Size Liquidity on Price Book Value with Capital
Structure as an Intervening Variable in Banking Companies. Balance Journal. January 2019.

Arouri, M., Boubaker, S., & Nguyen, D. K. (2021). Bank size and exposure to market risk: New evidence from
emerging economies. Emerging Markets Review, 46, 100735. https://doi.org/10.1016/j.ememar.2020.100735

Asnel, RS, Anggraeni, L. & Rifin, A. 2020. Optimization of Credit Portfolio for Credit Expansion Planning in
National Banking. Journal of Management and Business Applications. May 2022.

Baele, L., De Jonghe, O., & Vander Vennet, R. (2007). Does the stock market value of banks diversify? Journal of
Banking & Finance, 31(7), 1999-2023. https://doi.org/10.1016/j.jbankfin.2006.08.003

Berger, A.N., & Bouwman, C.H.S. (2013). How does capital affect bank performance during financial crises? Journal
of Financial Economics, 109(1), 146—176. https://doi.org/10.1016/j.jfineco.2013.02.008

Bitar, M., Hassan, M. K., & Walker, T. (2018). Political systems and the financial soundness of Islamic banks.
Journal of Financial Stability, 36, 111-130. https://doi.org/10.1016/].j£5.2018.02.002

Bitar, M., Hassan, M. K., & Walker, T. (2018). Political systems and the financial soundness of Islamic banks.
Journal of Financial Stability, 36, 98—118. https://doi.org/10.1016/].jfs.2018.02.002

Bitar, M., Pukthuanthong, K., & Walker, T. (2021). The effect of capital and liquidity on bank stability: Evidence
from the COVID-19 Crisis. Journal of  Banking & Finance, 133, 106222.
https://doi.org/10.1016/j.jbankfin.2021.106222

Chiorazzo, V., Milani, C., & Salvini, F. (2008). Income diversification and bank performance: Evidence from Italian
banks. Journal of Financial Services Research, 33(3), 181-203. https://doi.org/10.1007/s10693-008-0029-4

Chiorazzon, V., Milani, C. & Salvini, F. 2008. Income Diversification and Bank Performance: Evidence From Italian
Banks. Economic Research Department, The Italian Banking Association. February 2008.

Dang, VD& Dang, VC 2021. Non Interest Income, Credit Risk and Bank Stability : Evidence From Vietnam.
Institutions and Economics. January 2021.

Dayana, P., & Untu, VN 2019. Analysis of Market Risk, Credit Risk, Operational Risk and Capital Adequacy on the
Financial Performance of Regional Development Banks in Indonesia for the Period 2012-2017. EMBA Journal.
July 2019.

Dewi, U. 2016. Analysis of the Influence of Liquidity Level on Efficiency and Working Capital Needs at PT.
Indonesian Telecommunication Industry (Persero). Journal of Economics, Business & Entrepreneurship.
October 2016.

DeYoung, R., & Roland, K. P. (2001). Product mix and earnings volatility at commercial banks: Evidence from a
degree of total leverage model. Journal of Financial Intermediation, 10(1), 54-84.
https://doi.org/10.1006/jfin.2000.0305

Duho, KCT, & Onumah, J.M. (2019). Diversification—performance nexus of banks: Do financial structure and
institutional quality matter? International Journal of Managerial Finance, 15(4), 534-558.
https://doi.org/10.1108/IIMF-09-2018-0263

Dubho, King Carl Tornam, & Duho, Divine Mensah. 2020. Impact of Income Diversification Strategy on Credit Risk
and Market Risk Among Microfinance Institutions. Journal of Economic and Administrative Sciences
September 2020.

Elsas, R., Hacketha, A. & Holzhauser, M. 2009. The Anatomy of Bank Diversification. Journal of Banking &
Finance. November 2009.

Elsas, R., Hackethal, A., & Holzhduser, M. (2010). The anatomy of bank diversification. Journal of Banking &
Finance, 34(6), 1274—-1287. https://doi.org/10.1016/j.jbankfin.2009.11.024

Fadli, JA (2020). Should Bank Diversify Their Income and Credit? Evidence from Indonesia Banking Industry.
Kinerja, 23(1), 1-15. https://doi.org/10.24002/kinerja.v23i1.2124

Fang, Y., Lin, C., & Wang, J. (2022). Bank Profitability and Systemic Risk: Evidence from Emerging Markets.
Emerging Markets Review, 50, 100846. https://doi.org/10.1016/j.ememar.2021.100846

Publish by Radja Publika

OPEN ACCESS 1493



THE EFFECT OF INCOME DIVERSIFICATION STRATEGY ON CREDIT RISK AND MARKET RISK IN
COMMERCIAL BANKS IN INDONESIA DURING THE COVID-19 PANDEMIC
Otto Fitriandy and Irene Rini Demi Pangestuti

Fatemi, A., & Fooladi, I. (2019). Diversification: Opportunities and challenges in financial risk management. Journal
of Risk and Financial Management, 12(2), 81. https://doi.org/10.3390/jrfm12020081

Fitri, A., D. 2016. The Influence of Market Risk, Credit Risk and Operational Risk on Banking Financial
Performance (Empirical Study on Banking Companies Listed on the IDX in 2010-2015) Journal of Accounting.
Agustsu 2016.

Harmanu, A. 2018. The Effect of Non-Interest Income on Banking Performance (Return on Equity) at BUKU 4
Banks (2015-2017 Period). Student Scientific Journal of FEB Universitas Brawijaya. July 2018.

Hasan, 1., Malkaméki, M., & Schmiedel, H. (2020). The Role of Tangible Assets in Bank Risk Management:
Evidence from Emerging Markets. Journal of Banking &  Finance, 116, 105828.
https://doi.org/10.1016/j.jbankfin.2020.105828

https://ekonomi.republika.co.id/berita/qnw 1n2457/akibat-pandemi-laba-bank-susut-hingga-40-persen

Imbierowicz, B., & Rauch, C. (2014). The relationship between liquidity risk and credit risk in banks. Journal of
Banking & Finance, 40, 242-256. https://doi.org/10.1016/j.jbankfin.2013.11.030

Karim, ZA, Karim, BA, & Ghaffar, RA (2021). The Effect of Bank Profitability on Risk-Taking Behavior: Evidence
from  Emerging  Markets.  International  Journal = of  Financial = Studies, 9(2), 25.
https://doi.org/10.3390/ij£s9020025

Khan, A., & Akhtar, F. (2020). Profitability and Credit Risk of Banks: Evidence from Pakistan. Journal of Financial
Regulation and Compliance, 28(2), 250-264. https://doi.org/10.1108/JFRC-02-2019-0029

Kou, G., Yang, P., Xiao, F., Chen, Y., & Alsaadi, F.E. (2021). Evaluation of bank credit risk based on SAS—FNN
deep learning: Evidence from global banks during COVID-19. Financial Innovation, 7(1), 1-23.
https://doi.org/10.1186/s40854-021-00267-5

Kusuma, D., R. 2015. Risk Assessment of the Expansion of Non-Interest Income of Banking in Indonesia. Journal
of Economics and Development. December 2015.

Laeven, L. & Levine R. 2006. Is There a Diversification Discount in Financial Conglomerates?. Journal of Financial
Economics. January 2006.

Lepetit, L, Nys, E., Rous, P. & Tarazi, A. 2007. Bank Income Structure and Risk: An Empirical Analysis of European
Banks. Journal of Banking & Finance. December 2007.

Li, W., Yi, W., & Xu, L. (2022). Bank size, income diversification, and risk: Evidence from commercial banks in
China. Journal of International Financial Markets, Institutions and Money, 77, 101530.
https://doi.org/10.1016/j.intfin.2021.101530

Li, X., Feng, H., Zhao, S., & Carter, D. A. (2021). The effect of revenue diversification on bank profitability and
risk  during  the COVID-19  pandemic.  Finance  Research  Letters, 43, 101957.
https://doi.org/10.1016/}.fr1.2021.101957

Markowitz, H. (1952). Portfolio selection. The Journal of Finance, 7(1), 77-91. https://doi.org/10.2307/2975974

Meslier, C., Tacneng, R., & Tarazi, A. (2014). Is bank income diversification beneficial? Evidence from an emerging
economy. Journal of International Financial Markets, Institutions and Money, 31, 97-126.
https://doi.org/10.1016/j.intfin.2014.03.007

Meslier, C., Tacneng, R., & Tarazi, A. (2020). Income structure and risk: Evidence from Microfinance Institutions.
Journal  of  International  Financial = Markets, Institutions and  Money, 66, 101193.
https://doi.org/10.1016/j.intfin.2020.101193

Nabhar, S., Jubb, C., & Azim, MI (2022). Does bank size matter in risk mitigation? Evidence from developing
economies. International Journal of Finance & Economics, 27(2), 2545-2561. https://doi.org/10.1002/ijfe.2070.

Nguyen, P. (2020). Income Diversification and Bank Credit Risk: Evidence from Emerging Markets. Emerging
Markets Finance and Trade, 56(2), 428—443. https://doi.org/10.1080/1540496X.2019.1602703.

Nguyen, TH, Tran, MD, & Hoang, TH (2020). Asset tangibility and risk-taking behavior in Vietnamese commercial
banks. Cogent Business & Management, 7(1), 1823570. https://doi.org/10.1080/23311975.2020.1823570

ojs.uajy.ac.id

Ozili, P. K. (2021). COVID-19 pandemic and economic crisis: The Nigerian experience and structural causes.
Journal of Economic and Administrative Sciences, 37(1), 3—25. https://doi.org/10.1108/JEAS-05-2020-0074

Ozili, P. K. (2021). COVID-19 pandemic and economic crisis: The Nigerian experience and structural causes.
Journal of Economic and Administrative Sciences, 37(1), 3—-25. https://doi.org/10.1108/JEAS-05-2020-0074

Pangestuti, 1., R., D., & Zulfikar, F.,I. 2018. Income Diversification, Credit Risk, Loan to Deposit Ratio, Risk
Aversion and Net Interest Margin. Diponegoro Journal of Management. December 2018.

Publish by Radja Publika

OPEN ACCESS 1494



THE EFFECT OF INCOME DIVERSIFICATION STRATEGY ON CREDIT RISK AND MARKET RISK IN
COMMERCIAL BANKS IN INDONESIA DURING THE COVID-19 PANDEMIC
Otto Fitriandy and Irene Rini Demi Pangestuti

Putri, AD, & Haryanto, D. (2019). The Effect of Asset Structure on Market and Credit Risk in Commercial Banks
in Indonesia. Journal of Finance and Banking, 23(2), 173-188. https://doi.org/10.26905/jkp.v23i2.2821

Sanya, S., & Wolfe, S. (2020). Can banks reduce risk through income diversification? (revisited). Journal of Banking
& Finance, 113, 105735. https://doi.org/10.1016/j.jbankfin.2020.105735

Sawada, M. 2013. How does the Stock Market Value of Bank Diversification? Empirical Evidence from Japanese
Bank. Pacific Basin Finance Journal. January 2013.

Setiawan, R. 2022. The Effect of Revenue Diversification on Bank Profitability and Risk in Conventional
Commercial Banks in Indonesia During the Covid-19 Pandemic. Journal of Economics and Business. May
2022.

Setiawan, R., Octahyau, D. & Putri, E., Y. 2022. Ownership Structure, Income Diversification and Bank Risk in
Indonesia. Journal of Management and Business. May 2022.

Sianipar, AS 2015. The Effect of Revenue Diversification on Bank Performance. Journal of Business Strategy.
January 2015.

Stiroh, KJ (2004). Diversification in banking: Is noninterest income the answer? Journal of Money, Credit and
Banking, 36(5), 853—882. https://doi.org/10.1353/mcb.2004.0076

Sudrajat, D. & Rahayu, S. 2018. The Effect of Capital Adequacy Ratio (CAR) and Allowance for Impairment Losses
(CKPN) on Return on Assets (ROA) at PT. Bank Pembangunan Daerah Jawa Barat dan Banten, Tbk. Journal
of Banking & Equity Management. August 2018.

Suharto, A., & Nugroho, Y. (2021). Analysis of the Influence of Tangible Assets and Risk Management on Bank
Financial Performance. Journal of Risk Management, 6(1), 55-70. https://doi.org/10.25139/jmr.v6i1.3412
Tamon, FBC, Tumbel, TM & Tatimu, V. 2016. Analysis of Credit Risk Level at PT. Bank Sulut, Tbk in Manado.

Journal of Business Administration.

Tran, MD, Lin, CT, & Nguyen, LP (2022). Income diversification and bank risk in emerging markets: The role of
ownership and institutional quality. Emerging Markets Finance and Trade, 58(2), 351-368.
https://doi.org/10.1080/1540496X.2021.1932756

Tran, MD, Lin, CT, & Nguyen, LP (2022). Income diversification and bank risk in emerging markets: The role of
ownership and institutional quality. Emerging Markets Finance and Trade, 58(2), 351-368.
https://doi.org/10.1080/1540496X.2021.1932756

Vo, XV, Le, QTT, & Nguyen, N.T. (2022). Income diversification and bank risk: Evidence from emerging markets.
International Review of Economics & Finance, 79, 220-233. https://doi.org/10.1016/j.iref.2022.01.013

Widyarti, ET, & Sari, DF (2023). Analysis of the Effect of Income Diversification on Bank Performance and Bank
Risk with Ownership Structure as Moderating Variable in Digital Banks in Indonesia. RAK Journal (Financial
Accounting Research), 7(2), 179—196.https://doi.org/10.31002/rak.v7i2.297

Zamore, S., Milanzi, M., & Murinde, V. (2018). Bank risk and financial stability in Africa: Does income
diversification matter? Journal of International Financial Markets, Institutions and Money, 54, 1-20.
https://doi.org/10.1016/j.intfin.2017.06.003.

Zamore, S., Milanzi, M., & Murinde, V. (2018). Bank risk and financial stability in Africa: Does income
diversification matter? Journal of International Financial Markets, Institutions and Money, 54, 1-20.
https://doi.org/10.1016/j.intfin.2017.06.003

Zhou, H., & Zhu, X. (2021). Does income diversification reduce bank risk? Evidence from Chinese commercial
banks. Economic Modelling, 95, 111-121. https://doi.org/10.1016/j.econmod.2020.12.005

Publish by Radja Publika

OPEN ACCESS 1495


https://doi.org/10.31002/rak.v7i2.297

	Banking Diversification
	The Effect of Income Diversification on Credit Risk
	The Effect of Income Diversification on Market Risk
	Theoretical Framework
	RESEARCH RESULTS AND DISCUSSION
	Descriptive Statistics of Research Variables
	Normality Test

	DISCUSSION OF RESEARCH RESULTS
	The Effect of Income Diversification on Credit Risk
	The Impact of Income Diversification onMarket Risk


