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ABSTRACT

This study is to analyze the effect of banking intermediation performance, assets quality, and
efficiency on profitability. The indicat@l used for banking intermediation performance is a loan fo
deposit ratio (LDR); asset quality is Non Performing Loans (NPLs); efficiency with the ratio of
operating expense to operating income (OEQOI) while profitability with the return on assets (ROA).

Descriptive and verificative methods were used in this study. The published financial
statements of PT. BTN period 2010-2016 periods are data sources that are processed with multiple
linear regression.

The results showed that partially LDR had a positive and significant effect on ROg§ NPLs
have a negative but not significant effect on ROA, and OEOI has a negative and significant effect on
ROA. Simultaneously LDR, NPLs and OEOI effect on ROA.

Keywords: loan to deposit ratio (LDR), non-performing loans (NPL), the ratio of operating
expenses to operating income (OEOI), return on assets (ROA).

INTRODUCTION

PT. Bank Tabungan Negara (BTN) is a state-owned commercial bank’s that focused on
financing housing plays a very important role in the economy. The role is mainly seen how wide
BTN can apply intermediary function. An indicator to measure the implementation of banking
intermediation is the ratio of loans to deposits or loans to deposits ratio (LDR) (Buchory. 2016).
During the period of 2010-2016 BTN has implemented an optimal intermediation function. This is
indicated by the average Loan Deposit Ratio (LDR) for the period 2010-2016 of 107.78% and LDR
Bank BTN reached on December 31, 2016, is 102.66% higher than the national banking (90.70%)
and other bank groups.

One of Bank BTN's goals is to create profits. ROA is used to measure the bank's ability to
create profits. ROA achieved by the period of BTN 2010 - 2016 is 1.67% while ROA December
2016 is 1.76% slightly lower than the national banking industry (Financial Services Authority,
Republic of Indonesia, Indonesian Banking Statistics, Volume 16 No. 1 December 2017). This
means that BTN's profitability has not been optimal. The low profitability of BTN might be caused
by the LDR. Besides LDR. NPLs and OEOI allegedly also cause low ROA. Furthermore. the
average NPL achieved by BTN for 2010 - 2016 was 4.03% higher than the national banking (2.93%)
and other bank groups. While the efficiency can be seen from the ratio OEOI on average achieved by
BTN for the 2010-2016 period is 84.32% higher than national banking (82.22%) and other bank
groups.

The problem in this study was formulated in a research question: What is the influence of
LDR, NPLs, and OEOI on ROA?




REVIEW OF LITERATURE

The main objective of the bank is to achieve maximum profitability. Aggregate bank
profitability is measured and compared by ROA (Koch, 2014). ROA is the ratio between profit and
assets owned by a bank. The higher the ROA value indicates that the bank is better at generating
profitability. Bank Indonesia as a regulator and banking supervisor in Indonesia also uses this ROA
ratio to measure the rate of return on assets. Based on Bank Indonesia regulation, adequate ROA is
above 1.25%.
The Effect of LDR on The ROA

The implementation of financial intermediation in banking can be seen from the bank's
ability to transform savings received into credit or loans (Rose, 2013). The indicator that can be
used to measure banking intermediation is loans to deposits ratio (LDR). Buchory study (2016)
found that banking intermediation affects the performance of the bank including profitability.
Similarly, research conducted by Lusiana (2017) that LDR has a significant effect on ROA.
Whereas according to Purwoko the influence of LDR is not significant on ROA.
The Effect of NPLs on The ROA

Asset quality is one of the most critical arcas in determining the overall condition of a bank.
The primary factor affecting overall asset quality is the quality of the loan portfolio and the credit
administration program (FDIC. 2018). Therefore, asset quality must be properly managed. Some
bank assets are financial assets derived from public savings. Failure to maintain the quality of assets
other than banks will have difficulty in refunds to depositors. the bank will also reduce profitability.

One indicator that can be used to assess asset quality is the ratio of Non Performing Loans to
total Loans (NPLs). Several previous studies found that NPLs had a negative and significant effect
on profitability (Adeusi, 2014; Sinha, 2014: Ahmad. 2014; Artarina. 2013, and Lusiana, 2017).
Mecaffjvhile, according to Buchory (2016) NPLs have a positive effect on ROA but not significant
The Effect of OEOI on The ROA

Efficiency is one way banks manage their resources effectively. Efficiency becomes
important for banks because with efficiency in addition to saving costs incurred will also increase
profitability. Therefore operational efficiency is a concern for bank management. Although
efficiency is the responsibility of each bank, the monetary authorities have an interest in efficiency
because of the bank's operational efficiency, ultimately the credit interest rate that will affect the
national economy. Banking efficiency can be measured by using the ratio of operating income to
operating costs (OEOI). A bank is said to be efficient if the OEOQI ratio is lower than 94% (Bank
Indonesia, 2005). Several previous studies have found that OEOI has a positive and sigflificant
effect on ROA. (Sinha, 2014: Francis, 2013, and Artarina, 2013). While other studies found that the
operational efficiency has a significant negative effect on ROA (Purwoko. 2013: Buchory, 2016;
Chatarine, 2014 and Lusiana, 2017).

HYPOTHESES
Noting the purpose of research and theories used then the hypothesis of this study is:
HI: LDR has a positive effgt on ROA
H2: NPLs have a negative effect on ROA
H3: OEOI has a negative effect on ROA
H4: LDR, NPLs, and OEOI have the effect on ROA

RESEARCH METHODOLOGY
This research uses a descriptive and verificative method. The data sourced from published
financial statements of PT. BTN period 2010-2016 (calculated quarterly) and the Indonesian
Banking Statistics Volume 16 No. 1 December 2017. Data analysis techniques using multiple
regression. Whereas to test hypotheses using t-test and f-test statistic. The regression equation used is
as follows:




Y=a+pXi+pX>+pXs+e (D
Where, Y = Return On Assets (ROA): a = A constant which is the value of the variable Y when
the variable X is 0 (zero): f# = Coefficient of the regression line; X1 = LDR; X2 = NPLs; X3 = OEOQI;
and, e = Residual

RESULTS AND DISCUSSION

Based on the data period 2010 — 2016 the development of LDR, NPLs, OEOI, and ROA were
achieved by PT. Bank Tabungan Negara (Persero) Tbk. (see Table 1) can be described as follows:

The average value of LDR achieved period 2010 — 2016 amounted 107.74% and December
31, 2016, is 102.66% higher than the national banking (90.70%). and other bank groups. The lowest
value of LDR BTN 102.57% is achieved on Q4/2011, while the highest LDR is 108.86% at
Q4/2014. The high LDR achicved by BTN mecans there is some lending that is sourced outside the
DPK such as bonds. government funds even from equities.

The average value of NPLs achieved period 2010 — 2016 amounted 4.03% and December 31,
2016, is 2.84% higher than national banking (2.6%) and other bank groups. The lowest value of
NPLs BTN 2.75% is achieved on Q4/2011 and the highest in Q4 /2012 was 4.09%. The NPLs faced
by BTN is still within Bank Indonesia's tolerance limit of 5%. But BTN must be able to control the
asset quality especially credit because it will affect bank profitability

The average value achieved OEOQOI period 2010 — 2016 amounted 84.38 % and December 31,
2016, is 82.48%. slightly higher than the national banking industry (82.22%) and other bank groups.
The highest value of OEOI BTN 88.97% is achieved on Q4/2014 and the lowest OEOI amounted to
80.74% achieved on Q4/2012. Based on the average OEOI achieved by BTN, it is still below the
tolerance set by Bank Indonesia, but BTN must continue to improve efficiency. for example by
improving the structure of third-party funds and unnecessary cost savings.

The average value of ROA achieved period 2010 — 2016 amounted 1.67% and December 31,
2016, is 1.76%. If compared with national banking (2.23%) then the ROA achieved by BTN is
lower. The lowest value of ROA is 1.61% on Q4/2015, while the highest ROA is 2.05% Q4/2010.

The Development of the ;‘]‘3:.;[,‘ i’PLs, OEOI and ROA of
Bank Tabungan Negara (Persero), Thk. Period 2010 - 2016 (Percentage)

Years LDR NPLs OEOI ROA
Q4/2010 108 42 3.26 8328 2.05
Q4/2011 102.57 2.75 81.75 2.03
04/2012 100 .90 4,09 8074 1.94
04/2013 104 42 4,05 22.19 1,79
Q42014 108.86 4.01 88.97 1.14
Q42015 108.78 342 84.83 1.61
Q42016 102.66 2.84 82,48 1.76

Source: Published Financial Statements, period 2010 - 2016, www. Bank BIN co.id., processed

Based on the results of statistical data processing (see Table 2). the equation can be
formulated:
ROA =8.071 + 0.019LDR — 0.60NPLs — 0.970EOI
@)
Furthermore, the equation is described as follows:
¢ The constant value of 0.871 positive. This means that if LDR, NPL, and OEOI have zero values,
then ROA will increase by 8.071. The LDR regression coefficient is 0.019, indicating a positive
relationship means that if the LDR increases one unit, assuming other variables remain, ROA
increases 0.019 and vice versa. The regression coefficient for NPL is -0.06 and OEOIL, is -0.097




shows a negative relationship, which means that if there are additional NPLs and OEOI
assuming other variables remain ROA decreases by 0.06 and 0.097 and vice versa.

e Correlation Coefficient (R) between LDR, NPLs and OEOI, with ROA, is 0.904, meaning that
the correlation level is in strong correlation (Sugiyono, 2009). And the coefficient of
determination (R-Square) was 0.817 or 81.7% indicating that LDR, NPLs and OEQI accounted
for 81.7% of the ROA, while the remaining 18.3% not examined in this study.

¢ From the results of statistical tests obtained a t-test value of 3.341 is greater than t-table (2.074)
with a significant value of 0.03 below 0.05. Thus the HI hypothesis is accepted. This means that
the LDR has a positive and significant influence on ROA. The results of this study support the
previous rescarch conducted by Lusiana (2017) states the LDR has a positive and significant
impact on ROA. But contrary to the results of research Purwoko (2013) LDR whereas no
significant effect on ROA. The partial test results of the effect of NPL on ROA show the t-test
value -1.290 is lower than t-table (2.064) with a significant value of 0.209 above 0.05. Thus the
H2 hypothesis which states that NPL has a negative effect on ROA can be accepted. The results
of this study support the previous resecarch by Adeusi (2014); Sinha (2014); Ahmad (2014);
Puwoko (2013). Artarina (2013) and Lusiana (2017). But contrary to the results of Buchory
(2016) states that NPL has a positive influence but not significant ROA. And the partial test
results of the effect the OEOI on ROA shows the t-test value of -7.90 is lower than t-table
(2.064) with a significant value of 0.000 was below 0.05. Thus hypothesis H3 which states
OEOQOI has a negative effect on ROA is acceptable. This means that the OEOI has negative
effects and significant effect on the ROA. The results of this study support the previous research
conducted by Purwoko (2013); Buchory (2016); Chatarine (2014) and Lusiana (2017). But
contrary to the results of Sinha (2014); Francis (2013); and Artarina (2013) which states that
OEOI has a significant effect on ROA.

¢ Based on the F-test in Table 2, F-count was 41.580 greater than the F-table (3.028) with a
significance value of 0.000 is below 0.05. Thus the hypothesis H4 which states LDR, NPLs, and
OEOI have an effect on ROA is acceptable. This means that the LDR, NPLs, and OEOI
simultaneously significant effect on ROA. The results of this study support the previous research
conducted by Purwoko (2013); Artarina (2013) and Buchory (2016).

Table 2
Results of Statistical Data Processing Using SPSS Software Ver. 23

Description Value LDR NPLs OEOI
Regression Coeflicients 8.071 (Constant) 0.019 -{1.060) -0.097
Correlation Coefficient (R) 0.904

Determination Coefficient (R-Square) 0.817

Partial Significance Test (T-test) 7.808 3.341 -1.29 -7.90
Significance Value (Sig.) 0. () 0.003 0,209 01.000
Simultaneous Significance Test (F-test) 41580

Significance Value (Sig.) 0.000

Sowurce: Outpnt SPSS Ver. 23.0.
CONCLUSION

The conclusion of the study shows that partially LDR has afositive significant effect on
ROA: NPLs has a negative effect but not significant effects on ROA; OEOI has negative significant
effects on ROA: Simultaneously that variable LDR, NPLs, and. OEOI have a significant effect on
ROA. The amount of influence of the independent variable is 81.7% while the remaining 18.3%
influenced by other variables not examined in this study

REFERENCES
Adeusi, Stephen Oluwafemi and Funso Tajudeen Kolapo (2014). Determinats of Commercial Banks’
Profitability: Panel Evidence From Nigeria: International Jowrnal of Economics, Commerce and
Management, 11 (12), p. 1 -18. ISSN 2348 0386; http://ijecm.co.uk




Ahmad, Muhammad Ishfaq. Mudassar Hassan, Rizwan Ali & Ramiz ur Rehman (2014). Non-Performing Loans
and Growth & Profitability of Pakistani Banking Sector, Elixir International Journal (2014), 70, p.
24090-24091; ISSN: 2224-712X

Artarina, Octa, et.al (2013). Factors of the Rentability on Rural Bank in Blora Regency. Journal of Accomunting
Dinamic, Finance and Banking, 2 (1), p. 44-51, ISSN: 1979-4878. http://www. unisbank. ac.id /ojs/
index. php / fe%/article/ view/ 2106/774

Bank Indonesia, Circular Letter (SE) No. 13/24/DPNP on October 25", 2011, subject: Valuation of Level
Commercial Bank Soundness

Bank Indonesia, Circular Letter (SE) No.6/23/DPNP/2005 subject: Rating System for Commercial Banks.

Bank Tabungan Negara (Pesero), Tbk. Financial Statement Publications, Period 2010 — 2016

Buchory, Herry Achmad, (2016). Determinant of Banking Profitability in Indonesian Regional Development
Bank. Actual Problems of Economics, Scientific Economic Jowrnal, No. 3 (177), p. 308-318.

Chatarine, Alvita and Putu Vivi Lestari (2014). The effect of asset quality (KAP), operating performance
(OEOI) towards profitability (ROA) and capital adequacy ratio (CAR) of BPR in Badung regency. -
Journal of Management, Udayana University, Vo. 3 No.2, 2014 P. 561-576. http://ojs.unud.ac.id/
index. php/ Manajemen/ article/view/6901/6122.

Federal Deposit Insurance Corporation, 2018. RMS Manual of Examination Policies, Federal Deposit Insurance
Corporation. Assets Quality. htps:/www. fdic.gov /regulations /safety /manual’ section3-1.pdf,
download, march 31. 2018, time: 24.00.

Financial Service Authority of Republic Indonesia (2017), Indonesia Banking Statistics, Volume 16 No. 1.

Gujarati, Damodar N., 2003. Basic Econometric, Fourth Edition. NewYork: Mc. Graw-Hill Book Co.

Koch, Timothy W. et.al (2014). Bank Management : A Decision-Making Perspective, Cencage Leaming sia Pte
Ltd. Singapore.

Lusiana, Selvi. (2017). The Effect of Banking Intermediation, Capital Structure, Credit Risk, and Operational
Efficiency on Profitability (Study in Bank Tabungan Negara (Persero), Tbk. Periode 2010 — 2016,
Thesis, Magister Management Program, Padjadjaran University.

Purwoko, (2013). The Factors Affecting Bank Performance (Empirical Study of the Banking Industry in
Indonesia Stock Exchange), Jurnal Bisnis dan Ekonomi, 20 (1), p. 25-39 ISSN: 1412-3126

Rose, Peter S. and Svlvia Hudgins, 2013. Bank Management & Financial Services (Ninth Edition). New York,
Me.Graw—Hill International Edition.

Sinha, Pankaj. etal. (2014). Determinants of bank profits and its persistence in Indian Banks: A study in a
dynamic panel data framework, MPRA Paper No. 61379, November 2014 p.1 — 21. Faculty of
Management Studies, University of Delhi. http://mpra.ub.uni-muenchen.de/61379/

Sugiyono (2013). Research Methods, Jakarta: Salemba Empat.







BANKING INTERMEDIATION PERFORMANCE, ASSET
QUALITY AND EFFICIENCY ON PROFITABILITY (STUDY IN
BANK TABUNGAN NEGARA (PERSERO), TBK. PERIOD 2010
— 2016)

ORIGINALITY REPORT

4% 4% % %

SIMILARITY INDEX INTERNET SOURCES PUBLICATIONS STUDENT PAPERS

PRIMARY SOURCES

ubs.sciepub.com
" g 4,

Internet Source

Exclude quotes On Exclude matches <3%

Exclude bibliography On



	BANKING INTERMEDIATION PERFORMANCE, ASSET QUALITY AND EFFICIENCY ON PROFITABILITY (STUDY IN BANK TABUNGAN NEGARA (PERSERO), TBK. PERIOD 2010 – 2016)
	by Herry Achmad Buchory

	BANKING INTERMEDIATION PERFORMANCE, ASSET QUALITY AND EFFICIENCY ON PROFITABILITY (STUDY IN BANK TABUNGAN NEGARA (PERSERO), TBK. PERIOD 2010 – 2016)
	ORIGINALITY REPORT
	PRIMARY SOURCES


