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ABSTRACT

Competition in the banking industry is getting fiercer in this modern era. Rapid digitalization has opened
up opportunities for various types of financial institutions, both conventional and digital, to offer
increasingly diverse and innovative banking products and services. This increasingly tight competition has
a significant impact on banking financial performance. This study aims to determine whether the capital
adequacy ratio, loan-to-deposit ratio, and non-performing loans affect financial performance through credit
risk as an intervening variable in banking companies listed on the Indonesia Stock Exchange for the 2021-
2023 period. The research population is companies listed as banking companies on the Indonesia Stock
Exchange 2021-2023. The research sampling technique uses purposive sampling. The data collection
technique is secondary data from the annual report from the IDX website and the company website. The
data analysis technique uses quantitative data processed with Partial Least Square (SEM) assisted by
SmartPLS software. The results of the study show that the capital adequacy ratio and loan-to-deposit ratio
harm credit risk. Non-performing loans have a positive but insignificant effect on credit risk. Capital
adequacy ratio and credit risk have a positive but insignificant effect on financial performance. Loan to
deposit ratio and non-performing loans harm financial performance. Credit risk is unable to mediate the
effect of capital adequacy ratio, loan-to-deposit ratio, and non-performing loans on financial performance.
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INTRODUCTION

Competition in the banking industry is getting fiercer in this modern era. Rapid digitalization has opened
up opportunities for various types of financial institutions, both conventional and digital, to offer
increasingly diverse and innovative banking products and services. This increasingly fierce competition has
a significant impact on banking financial performance. (Mutiasari, 2020). Financial performance shows the
overall financial condition of the bank. Financial performance is a measuring tool or indicator for
stakeholders to assess the health of banking. Based on financial performance information calculated with
the company's financial ratios, can be used to determine the level of bank health. The public and investors
will choose banks with good financial performance reports because the expected risk level is small. Banking
financial performance can be seen from the profitability obtained by the bank (Diana et al., 2021).

The financial performance of a banking company can be influenced by capital adequacy ratio(CAR).
Capital adequacy ratio is a bank performance ratio that measures the adequacy of capital owned by the bank
in maintaining capital adequacy and the ability of bank management to identify, measure, supervise, and
control risks that can affect the amount of bank capital.(Kuncoro & Suhardjono, 2012). Strong capital




adequacy can provide investor appeal. This is because investors feel their investments are safer and have
the potential to provide better returns in the future.

The financial performance of a bank can also be affected by the loan-to-deposit ratio (LDR). The loan
deposit ratio is a ratio used to measure the composition of the amount of credit given compared to the
amount of public funds and equity used. (Kasmir, 2017). The increase in the credit deposit ratio is due to
the bank's ability to maintain or increase credit distribution to the wider community. This directly improves
the bank's financial performance.

Non-performing loan variables can also affect banking financial performance. Non-performing loans are a
ratio to measure the ability of bank management to overcome problematic loans provided by the bank. A
bank's credit risk is one of the risks received from banking businesses or activities resulting from non-
payment of credit provided by the bank to debtors. (Dendawijaya, 2015). Loan loss provisions effectively
demonstrate the bank's ability to increase investment returns.

Based on the description presented, there is a phenomenon that occurs in companies engaged in the banking
industry. The results of the study from the variable capital adequacy ratio, loan-to-deposit ratio, and non-
performing loans on financial performance through credit risk are still inconsistent. Therefore, the author
is interested in conducting a study entitled "The Effect of Capital Adequacy Ratio, Loan to Deposit Ratio,
and Non-Performing Loans on Financial Performance with Credit Risk as an Intervening Variable in
Banking Companies Listed on the Indonesia Stock Exchange for the 2021-2023 Period".

LITERATURE REVIEW

Signaling theory which was put forward by Ross (1977)states that corporate executives who have better
information about the company will be encouraged to communicate this information to potential investors,
thereby increasing the company's stock price. Signaling theory explains why companies have the incentive
to provide financial reporting information externally. A good signal is a signal that can be taken and felt by
the market well and is also not easily imitated by other companies that have poor quality. (Brigham and
Houston, 2018). At the time of information, shareholders encourage them to invest in the company to
increase the value of the company in the future. (Jogiyanto, 2014). The lack of information about the
company from outside parties (investors) causes them to protect themselves or be careful in making
decisions to invest in the company because to make investment decisions investors need complete, relevant,
accurate, and timely information which is used as a consideration.(Syagata and Daljono, 2014). Based on
this understanding, it can be interpreted that signaling theory is a concept that explains how companies use
certain actions or decisions to convey information to investors and other external parties. This information,
which is often indirect or implicit, aims to form a positive perception of the company and influence
investment decisions.

METHODS

Quantitative research methods can be interpreted as research methods based on the philosophy of
positivism. Data collection uses research instruments, data analysis is quantitative or statistical in nature
to test the established hypothesis. Research data uses secondary data. Secondary data is a source that does
not directly provide data for data collection. (Sugiyono, 2017).

The approach in this research is to use a causal associative approach, a causal associative approach is a
research approach that aims to determine whether or not there is an influence or relationship between the




independent variable and the dependent variable and if there is, how close the influence or relationship is
and whether or not the influence or relationship is meaningful. (Sugiyono, 2017). In this study, the
independent variable X1 is the capital adequacy ratio, X2 is the loan-to-deposit ratio, X3 is the non-
performing loan, Z is the credit risk, and the dependent variable Y is the financial performance.

RESULTS

Hypothesis Testing

Direct Effect Test Table

Construct Relationship T Statistics | P Values | Results

Capital Adequacy Ratio-> Financial Performance | 1,400 0.162 Rejected
Capital AdequacyRatio -> Credit Risk 2,061 0.040 Accepted
Loan to Deposit Ratio ->Financial performance | 0.725 0.469 Rejected
Loan to Deposit Ratio ->Credit Risk 0.801 0.424 Rejected
Non-Performing Loan ->Financial performance | 1,779 0.076 Rejected
Non-Performing Loan ->Credit Risk 0.032 0.975 Rejected
Credit Risk -> Financial Performance 2,535 0.012 Accepted

Source: Data Processed by Researchers, 2024

Indirect Effect Test Table

Construct Relationship T Statistics | P Values | Results
Capital Adequacy Ratio-> Credit Risk -> Financial 1,896 0.058 Rejected
Performance

Loan to Deposit Ratio-> Credit Risk -> Financial Performance | 0.851 0.395 Rejected
Non-Performing Loan-> Credit Risk -> Financial Performance | 0.028 0.978 Rejected

Source: Data Processed by Researchers, 2024

Direct Influence Path Analysis

To calculate the direct influence or DE, the following formula is used:

1. The influence of the Capital Adequacy Ratio (X1) variable on Credit
Risk (Z) is 0.040

2. The influence of the Loan to Deposit Ratio (X2) variable on Credit Risk
(2)is0.424

3. The influence of the Non-performing loan variable (X3) on Credit Risk
(2)is0.975

4. The influence of the capital adequacy ratio variable (X1) on financial
performance (Y) is 0.162

5. The influence of the loan-to-deposit ratio variable (x2) on financial
performance (Y) is 0.469

6. The influence of the non-performing loan variable (x3) on financial
performance (YY) is 0.076




7. The influence of the credit risk variable (Z) on financial performance ()
is 0.012

Indirect Effect Path Analysis (IDE)

To calculate the indirect influence or IDE, the following formula is used:

1. The influence of the capital adequacy ratio variable (X1) on financial performance (Y)
through credit risk (Z), namely 0.058

2. The influence of the loan-to-deposit ratio variable (X2) on financial performance ()
through credit risk (Z), namely 0.395

3. The influence of the non-performing loan variable (X3) on financial performance ()
through credit risk (Z), namely 0.978.
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DISCUSSION

The object of the research chosen is the banking sector listed on the Indonesia Stock Exchange in the period
2021-2023. The banking sector is one of the quite important sectors because all money circulation in
economic activities in society is facilitated by companies in the financial sector. The performance of
companies in this sector is also quite stable because the banking products offered will always be needed by
the community. Some of the benefits in the sector include: needing a safe place to store money and withdraw
funds practically through banking services, needing funds to open a business, buying a house, and others
through banking credit services.

Based on Law No. 7 of 1992 concerning banking, states that a bank is a business entity that collects funds
from the public in the form of savings and distributes them to the public to improve the standard of living
of many people. According to Law of the Republic of Indonesia No. 10 of 1998 concerning banking, which
states that a bank is a business entity that collects funds from the public in the form of savings and distributes
them to the public in the form of credit and/or other forms to improve the standard of living of many people.

CONCLUSION
This study was conducted to test the effect of Capital Adequacy Ratio, Loan Deposit Ratio, and Non-
Performing Loan on Financial Performance mediated by Credit Risk. Based on the research that has been




conducted through various tests that have been explained previously, the following conclusions were
obtained:

1. Capital Adequacy ratio has a negative and significant effect on credit risk. This means that banks
that increase the value of the capital adequacy ratio will have an impact on decreasing bank credit
risk.

2. The loan deposit ratio has a negative and insignificant effect on credit risk. This means that banks
that increase the loan-to-deposit ratio will not have an impact on the bank's credit risk.

3. Non-performing loans have no significant positive effect on credit risk. This means that banks with
increasing loan-to-deposit ratio values will not have an impact on bank credit risk.

4. Capital Adequacy ratio has no significant positive effect on financial performance. This means that
banks that increase the value of the capital adequacy ratio will not have an impact on the bank's
financial performance.

5. The loan deposit ratio has a negative and insignificant effect on financial performance. This means
that banks that increase the loan-to-deposit ratio will not have an impact on the bank's financial
performance.

6. Non-performing loans have a negative and insignificant effect on financial performance. This
means that banks that increase the value of non-performing loans will not have an impact on the
bank's financial performance.

7. Credit risk has a positive but insignificant effect on financial performance. This means that banks
that increase the value of credit risk will have an impact on increasing the bank's financial
performance.

8. Credit risk is unable to mediate capital adequacy ratio on financial performance. This means that
banks that increase the value of capital adequacy ratio in influencing financial performance are not
mediated by credit risk.

9. Credit risk is unable to mediate the loan-to-deposit ratio on financial performance. This means that
banks that increase the value of the loan-to-deposit ratio in influencing financial performance are
not mediated by credit risk.

10. Credit risk is unable to mediate non-performing loans on financial performance. This means that
banks that increase the value of non-performing loans in influencing financial performance are not
mediated by credit risk.

LIMITATION

For further research, consider adding other variables that can affect financial performance such as net
interest margin, company size, or good corporate governance. Variables that can help understand other
factors that potentially play a role in increasing ROA. Add external factors, such as macroeconomic
conditions (interest rates, inflation, or economic growth) that may affect ROA and credit risk.

REFERENCES

Abdillah, W. A., & Nurfauzan, M. I. (2022). Pengaruh Risiko Kredit, Tingkat Kecukupan Modal Dan
Ukuran Perusahaan Terhadap Return on Assets (Roa) Bank Yang Terindeks Infobank15. Jurnal
Bisnis STRATEGI «, 31(1), 2580-1171.

Adelopo, 1., Vichou, N., & Cheung, K. Y. (2021). Capital, Liquidity, and Profitability in European Banks.
Corporate Accounting & Finance Wiley, 23-35. https://doi.org/10.10002/jcaf.22522

Ajekwe, C., Ibiamke, A., & Silas, M. F. (2017). Loan loss provisions, earnings smoothing, and capital




management under IFRS: the case of deposit money banks in Nigeria. American Journal of
Management Science and Engineering, 2(4), 58-64.

Alhadab, M., & Alsahawneh, S. (2016). Loan Loss Provision and the Profitability of Commercial Banks:
Evidence from Jordan. International Journal of Business and Management, 11(12), 242.
https://doi.org/10.5539/ijbm.v11n12p242

Aliu, M., & Collaku, B. (2021). Impact of Non-Performing Loans on Bank's Profitability: Empirical
Evidence from Commercial Banks in Kosovo. Journal of Accounting Finance and Auditing Studies
(JAFAS), 7(3), 226-242. https://doi.org/10.32602/jafas.2021.027

Andrianto. (2019). Manajemen Kredit: Teori dan Konsep Bagi Bank Umum. Qiara Media.

Arsew, V. T., kisman, Z., & Sawitri, N. N. (2020). Analysis of the Effect of Loan to Deposit Ratio, Non-
Performing Loans, and Capital Adequacy Ratio on Return on Assets with Good Corporate
Governance as Intervening Variable in Banking Companies Listed in the Corporate Governance
Perception Index  (CGPI). Journal of Economics and  Business,  3(1).
https://doi.org/10.31014/aior.1992.03.01.182

Astuti, D. D., & Ningsih, W. F. (2024). Peranan Resiko Kredit Sebagai Variabel Mediasi Terhadap Kinerja
Keuangan Pada Perusahaan Perbankan Di Bei. Jurnal llmu Manajemen (JIMMU), 9(1), 98-124.
https://doi.org/10.33474/jimmu.v9i1.21478

Biswas, S., Bhattacharya, S. N., Jin, J. Y., Bhattacharya, M., & Sadarangani, P. H. (2024). Loan loss
provisions and income smoothing in banks: the role of trade openness and IFRS in BRICS. China
Accounting and Finance Review, 26(1), 76—101. https://doi.org/10.1108/cafr-03-2023-0037

Brigham, E. F., & Houston, J. F. (2018). Dasar-Dasar Manajemen Keuangan. Salemba Empat.

Mandarin, G. (2017). Metode Riset Akuntansi Pendekatan Kuantitatif. Salemba Empat.

Damayanti, A. C., & Mawardi, W. (2022a). pengaruh ukuran bank (size), loans to deposit ratio (Idr), capital
adequacy ratio (car), non-performing loans (npl), diversifikasi pendapatan, dan bopo terhadap
kinerja bank di indonesia (Studi pada Bank Umum Konvensional yang Terdaftar di BEI Tahun
2016-. Diponegoro Journal of Management, 11(1).

Damayanti, A. C., & Mawardi, W. (2022b). Pengaruh Ukuran Bank (Size), Loans to Deposit Ratio (LDR),
Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), Diversifikasi Pendapatan, dan
BOPO Terhadap Kinerja Bank di Indonesia (Studi Pada Bank Umum Konvensional yang Terdaftar
di BElI Tahun 2016-. Diponegoro Journal of Management, 11(1), 1-13. http://ejournal-
sl.undip.ac.id/index.php/dbr

Darmawi, H. (2019). Manajemen Perbankan. Bumi Aksara.

Dendawijaya, L. (2009). Manajemen Perbankan. Gahlia Indonesia.

Dendawijaya, L. (2015). Manajemen Perbankan. Ghalia Indonesia.

Diana, S., Sulastiningsih, Sulistya, E., & Purwati. (2021). Analisis Kinerja Perbankan Syariah pada Masa
Pandemi Covid-19. Jurnal Riset Akuntansi Dan Bisnis Indonesia, 1(1), 111-125.
https://doi.org/10.32477/jrabi.vXix.XXx

Fahmi, 1. (2014). Analisis Kinerja Keuangan. Alfabeta.

Fahmi, 1. (2018). Manajemen Risiko Teori, Kasus, dan Solusi. Alfabeta.

Farahmita, A., Amanugrahani, & Hendrawan, T. (2010). Pengantar Akuntansi. Salemba Empat.

Ghozali, 1. (2021). Structural Equation Modeling dengan Metode Alternatif Partial Least Squares (PLS).
Badan Penerbit Universitas Diponegoro.

Ghozali, 1., & Latan, H. (2015). Partial Least Squares Konsep, Teknik, dan Aplikasi Menggunakan
Program SmartPLS 3.0 untuk Penelitian Empiris. Badan Penerbit Universitas Diponegoro.




Goh, T. S., Erika, E., Henry, H., & Syawaluddin, S. (2022). The effect of capital adequacy ratio and loan
to deposit ratio on return on asset with non-performing loan as moderating variable in banking
companies listed in BEI. JPPI (Jurnal Penelitian Pendidikan Indonesia), 8(3), 710.
https://doi.org/10.29210/020221514

Gurung, R., Ghimire, B., & Dahal, P. (2023). Exploring the Impact of Loan Loss Provision on Profitability:
An Analysis of Commercial Banks in Nepal. Journal of Business and Management, 7(02), 61-75.
https://doi.org/10.3126/jbm.v7i02.62587

Hair, J., Hult, G. T. M., Ringle, C., & Sarstedt, M. (2022). A Primer on Partial Least Squares Structural
Equation Modeling (PLS-SEM).

Hariyani, I. (2010). Restrukturisasi dan Penghapusan Kredit Macet. Elex Media Komputindo.

Harmony. (2011). Manajemen Keuangan. Bumi Aksara.

Hasibuan. (2004). Dasar-Dasar Perbankan. Bumi Aksara.

Heningtyas, O. S., Isniawati, A., & Astuti, V. T. (2021). The Effect of Non-Performing Loan, Capital
Adequacy Ratio and Income Smoothing on Loan Loss Provision With Restructuring Policy As
Moderate Variables. Financial: Jurnal Akuntansi, 7(2), 207-223.
https://doi.org/10.37403/financial.v7i2.289

Heningtyas, O. S., & Widagdo, A. K. (2019). Bank loan loss provisions research: A review of the empirical
literature. Jurnal Keuangan Dan Perbankan, 23(2), 270-282.

Henry. (2017). Analisis Laporan Keuangan. BPFE.

Hery. (2016). Analisis Laporan Keuangan. PT Gramedia Widiasarana Indonesia.

Hery. (2019). Manajemen Kinerja. Grasindo.

Irawati. (2024). Laba Bersih Bank BTPN Susut 24 Persen Jadi Rp 2,35 Triliun di 2023. Infobanknews.Com.
https://infobanknews.com/laba-bersih-bank-btpn-susut-24-persen-jadi-rp235-triliun-di-2023/

Iskandar, Y., Suharyanto, S., Zaki, A., & Widhayani, P. S. (2023). The Effect of Non-Performing Loans
and Loan Deposit Ratios on Stock Returns Is Mediated By a Profitability Study on Commercial
Banks Listed on the Indonesia Stock Exchange for the Period 2016 - 2018. Jurnal Aplikasi
Manajemen, 21(2), 282-295. https://doi.org/10.21776/ub.jam.2023.021.02.01

Ismail. (2018). Manajemen Perbankan: Dari Teori Menuju Aplikasi. Prenadamedia Group.

Izzah, R. N., Kosim, A. M., & Gustiawati, S. (2019). Pengaruh Non Performing Financing Dan Capital
Adequacy Ratio Terhadap Profitabilitas. Al Maal: Journal of Islamic Economics and Banking, 1(1),
18. https://doi.org/10.31000/almaal.v1il1.1756

Jasman, J., Onasis, D., & Septiawisda, M. (2023). Pengaruh LDR, CAR, BOPO, dan Size Terhadap
Manajemen Laba Pada Bank Umum Konvensional. Jurnal limiah Akuntansi Dan Keuangan, 12(2),
106-113. https://doi.org/10.32639/jiak.v12i2.316

Jatmiko, D. P. (2017). Pengantar Manajemen Keuangan. Diandra Kreatif.

Jogiyanto. (2014). Teori Portofolio dan Analisis Investasi. BPFE.

Karamoy, H., & Tulung, J. E. (2020). The impact of banking risk on regional development banks in
Indonesia. Banks and Bank Systems, 15(2), 130-137. https://doi.org/10.21511/bbs.15(2).2020.12

Kasmir. (2017). Analisis Laporan Keuangan. Raja Grafindo Persadal.

Kuncoro, M., & Suhardjono. (2012). Manajemen Perbankan Teori dan Aplikasi. BPFE.

Laras, A. (2024). Lompatan Laba Bank Jumbo BRI, BCA, dan BNI Sepanjang 2023.
2financial.Bisnis.Com. https://finansial.bisnis.com/read/20240131/90/1736995/lompatan-laba-
bank-jumbo-bri-bca-dan-bni-sepanjang-2023

Mac Donald, S. S., & Timothy, W. K. (2006). Management of Banking Sixth Edition. Pre Press Company




Inc.

Mahmoeddin, A. S. (2010). Melacak Kredit Bermasalah. Pustaka Sinar Harapan.

Martino. (2012). Bank dan Lembanga Keuangan Lain. Ekonosia.

Martono, S., & Rahmawati, N. (2020). Pengaruh Capital Adequacy Ratio, Non-Performing Financing,
Financing to Deposit Ratio dan Rasio Biaya Operasional dengan Pendapatan Operasional terhadap
Return On Asset sebagai Indikator Profitabilitas. International Journal of Social Science and
Business, 4(1), 108-115.

Munawir, S. (2014). Analisis Laporan Keuangan. Liberty.

Mustafa, A. N., & Sulistyowati, E. (2022). Pengaruh Capital Adequacy Ratio, Non Performing Loan, Loan
To Deposit Ratio, dan Firm Size Terhadap Profitabilitas BUMN Sektor Perbankan. Jurnal Proaksi,
9(1), 84-96.

Mutiasari, A. I. (2020). Perkembangan Industri Perbankan Di Era Digital. Jurnal Ekonomi Bisnis Dan
Kewirausahaan, 9(2), 32-41. https://doi.org/10.47942/iab.v9i2.541

Natufe, O. K., & Evbayiro-Osagie, E. I. (2023). Credit Risk Management and the Financial Performance
of Deposit Money Banks: Some New Evidence. Journal of Risk and Financial Management, 16(7).
https://doi.org/10.3390/jrfm16070302

Nguyen, D. T. T. (2022). Factors Affecting Loan Loss Provisions during the Covid-19 Pandemic — The
Case of Commercial Banks in Vietnam. European Journal of Business and Management Research,
7(3), 91-95. https://doi.org/10.24018/ejbmr.2022.7.3.1421

Olugboyega, K. S., Babatunji, A. S., Jayeola, O., & Tobi, B. A. (2019). Effect of credit risk management
on the financial performance of Nigerian listed deposit money banks. Scholedge International
Journal of Business Policy & Governance, 5(6), 53-62.

Oppusunggu, L. S., & Rombe, Y. (2021). Kecukupan Modal Inti. Widina Bhakti Persada.

Pandia. (2012). Manajemen Dana dan Kesehatan Bank. Rineka Cipta.

Putra, T. (2023). Raup Rp 31 T, BRI Jadi Emiten dengan Laba Terbesar di BEI. Cnbcindonesia.
https://www.cnbcindonesia.com/research/20230911161053-128-471441/raup-rp-31-t-bri-jadi-
emiten-dengan-laba-terbesar-di-bei

Putranto, A. A., Kristanti, F. T., & Mahardika, D. (2017). Capital Adequacy Ratio, Loan Deposit Ratio Dan
Non-Performing Loan Terhadap Profitability. Jurnal Riset Akuntansi Kontemporer, 9(2), 88-93.
https://doi.org/10.23969/jrak.v9i2.583

Putri, I. A. J., Budiyanto, & Triyonowati. (2023). Faktor Penentu Nilai Perusahaan. PT Literasi Nusantara
Abadi Group.

Qehaja-Keka, V., Ahmeti, S., & Aliu, M. (2023). Bank Profitability Determinants: Evidence From Kosovo
and Albania. Journal of Liberty and International Affairs, 9(2), 297-311.
https://doi.org/10.47305/JL1A2392370gk

Rivai, V., & Ismail, R. (2013). Islamic Risk Management For Islamic Bank. Gramedia.

Ross, S. (1977). The Determinant of Financial Structure: The Incentive Signaling Approach. Bell Journal
of Economics, 23-40.

Saleh, B. A., & Paz, V. (2023). Credit risk management and profitability: Evidence from Palestinian banks.
Banks and Bank Systems, 18(3), 25-34. https://doi.org/10.21511/bbs.18(3).2023.03

Saroinsong, A. N. (2014). Fungsi Bank Dalam Sistem Penyaluran Kredit Perbankan. Jurnal Elektronik
Bagian Hukum Keperdataan, 2(3), 130-137.

Setiadi, C. K., & Utomo, D. C. (2023). Analisis Pengaruh Besaran Kredit Terhadap Profitabilitas Dengan
Risiko Kredit Sebagai Variabel Intervening Pada Bpr Di Jawa Tengah Di Masa Pandemi Covid-19




(Studi Empiris pada Bank Perkreditan Rakyat Provinsi Jawa Tengah yang Terdaftar di OJK pada
Tahun 2. Diponegoro Journal Of Accounting, 12(2), 1-15.

Spence, M. (1973). Job Market Signaling. The Quarterly Journal of Economics, 87(3), 355-374.
https://doi.org/10.2307/1882010




