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Abstract

The reason of  this think about to impact of  NIM, LDR and NPL on the produc-
tivity of  Commercial Banks Go Open with Variable Estimate control. Benefit is 
anticipated with ROE as a gage of  the sum of  benefit generated. The tests utilized 
in this think about were go open commercial banks recorded on IDX (IDX) amid 
the period 2015-2019. The number of  tests utilized as numerous as 18 banks were 
taken by purposive inspecting strategy. The examination strategy of  this ponder em-
ployments different direct relapses with spss 24 program that has already passed the 
classic presumption test. The comes about of  this investigate appear that NIM in-
corporates a critical positive impact on ROE. NPL contains a noteworthy negative 
impact on ROE. Long remove relationship incorporates a positive but not notewor-
thy impact on ROE. On the other hand, the utilize of  measure as a control variable 
appears that NIM features a critical positive impact on ROE.
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INTRODUCTION

It is familiar, one of  the important finan-
cial institutions in a country’s economy is banking. 
Banks can affect a country’s economic system both 
macro and micro. The existence of  banks today is 
very influential to the surrounding life. Its function 
is now no longer only to receive deposits by custo-
mers, but the bank has made some changes to the 
functions and operations that change so diverse-
ly. From small things such as real-time transfer of  
funds between accounts, making transactions on-
line, and even customers can make an investment 
through the bank.

Bank is an institution that includes a part 
in exchanges as a monetary intermediary that con-
nects the owner of  excess funds (surplus unit) with 
the party that needs funds (deficit unit). by law in 
Indonesia No. 10 of  1998 concerning banking ar-
ticle 1 paragraph (2) states that: “Banks are business 

entities that collect funds from the public in the form 
of  deposits and distribute them to the public in the 
form of  credit and or other forms in order to imp-
rove the standard of  living of  the people”. Judging 
from the statement, it can be said that the bank has 
the main function of  collecting and disbursing the 
funds in various forms where the main purpose is 
to move forward the standard of  living of  the indi-
viduals

Profitability in conventional banks can be 
projected with ROE (Return On Equity) as part 
of  the profitability ratio as this ratio demonstra-
tes management’s success in maximizing returns 
on investors (shareholders). This demonstrates the 
company’s capacity to create profit after tax by utili-
zing its possess capital owned by the Bank.

ROE can measure the good or bad perfor-
mance of  banks caused by several factors. The fac-
tors in question are the ability owned by the bank, 
an ability owned by the bank in terms of  managing 
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interest rates projected with NIM (Net Interest Mar-
gin), an ability owned by the bank in terms of  main-
taining its liquidity level that is projected with LDR 
(Loan to Deposit Ratio), and an ability owned by 
the bank in terms of  reducing the existence of  prob-
lematic loans that are projected with NPL (Non Per-
forming Loan).

Research conducted by Eng (2013), Amalia 
and Chabachib (2017), Arimi and Mahfud (2012), 
Laryea et al. (2016), and Axel et al. (2017) showed 
that NIM has a significant positive impact on ROE, 
while research conducted by Alper and Anbar (2011) 
showed that NIM has no significant relationship to 
ROE. Research conducted by Prasajaya and Ra-
mantha (2013) showed that LDR has a significant 
positive relationship to ROE. However, there are 
some studies also that show that LDR has an insig-
nificant relationship to ROE, namely conducted by  
Alper and Anbar (2011), Menicucci and Paolucci 
(2016) and Septiana and Muharam (2016). Rese-
arch conducted by Eng (2013), Krisnawati and Cha-
bachib (2014), Dietrich and Wanzenried (2014), Pet-
ria et al. (2015), Menicucci and Paolucci (2016), and 
Axel et al. (2017) showed that NPL had a significant 
negative relationship with ROE. However, research 
conducted by Septiana &Muharam (2016). showed 
that NPL has an insignificant relationship to ROE.

This study uses variable control namely 
Size as measured by the total equity owned by the 
company. In general, companies that have a large 
amount of  equity are certainly able to create a gre-
ater profit than companies that have smaller assets. 
But in reality, between Firm size and ROE is still 
not very clear relationship because large companies 
do not necessarily have a high ROE because equi-
ty management is not good. But on the other hand, 
companies that have a small amount of  assets are 
actually able to produce a higher ROE than larger 
companies because small companies can manage all 
their assets well so that they can have a high chance 
of  growth. According to Prasajaya and Ramantha 
(2013), Petria et al. (2015) and Laryea et al. (2016) 
the size of  the industrial is measured by the natural 
logarithm of  total equity.

The phenomenon of  gap is about the ratio 
of  banking finance that experienced fluctuations du-
ring the period 2015-2019 and the existence of  rese-
arch gap based on previous research that still shows 
inconsistencies in results, differences in sampling 
years and the use of  FrimSize control variables to 
be the basis of  research on factors that affect the per-
formance of  a bank needs to be done again

Dwiwiyanto (2007) The results of  the ana-
lysis show that the WR, BOPO, NIM, and CAR 
data are partially significant to the ROE of  banks 

listed on the IDX for the period 2004-2007, while 
NPL and GWM have no significant effect on ROE 
as indicated by a level of  significance value greater 
than 5%. ROE is one of  Bl’s benchmarks in asses-
sing banking health, and in this study the factors 
that significantly affect ROE are WR, BOPO, NIM, 
and CAR.

Martin (2021) The FIM focuses upon the 
banking part of  financial intermediation and me-
asures whether a financial system is successful in 
transforming (bank) deposits into loans subject to 
feasibility restrictions applied to both the banking 
and securities markets. Utilization of  the FIM is 
demonstrated for 48 financial systems of  the world 
using data from 1993 to 2016 under different classi-
fications applied to financial systems.

The purpose of  this study is to find out how 
NIM, LDR and NPL affect ROE by using FirmSize 
control variables on Public Banks Listed on the IDX 
in 2015-2019.

Hypotheses Development
Effect of Net Interest Margin (NIM) on Return 
On Equity (ROE)

This ratio compares net interest income with 
the number of  productive assets. This ratio is used 
in measuring the bank’s ability in how banks can 
manage their productive assets in order to generate 
net interest income. According to Axel, Chabachib, 
& Irene (2017) The biggest source of  bank profits 
comes from credit. In this way, banks must utilize 
existing resources channeled in the form of  credit 
to earn a large profit. net profit is derived from the 
difference in bank interest. If  the bank’s profits are 
more prominent than the installments, at that point 
the bank’s productivity will increase.
H1: NIM ratio positively affects ROE

Simorangkir (2004) explained that loan inter-
est is one element of  bank revenue that can increase 
profitability, LDR ratio can show how much the 
allocation rate of  funds obtained from third party 
funds. The higher LDR ratio can indicate good pro-
fitability because successful lending will be able to 
increase the bank’s profitability. 
H2: LDR ratio positively affects ROE

NPL (Non Performing Loan) is a comparison 
between the number of  non-performing loans caus-
ed by the debtor and the amount of  credit owned by 
the bank and then given to the debtor. The higher 
the NPL value, the worse it will be for banks due to 
the high number of  non-performing loans that may 
lead to a decrease in ROA (Laryea et al., 2016).
H3: NPL ratio negatively affects ROE
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METHODS
Dependent Variable used is Profitability as 

measured by using ROE, i.e. profit after tax divi-
ded by the average total assets. The Independent 
variables used are NIM, LDR, and NPL. NIM 
is measured using net interest income divided by 
average productive assets. The LDR is measured 

using the calculation of  total credit divided by the 
total funds of  third parties. NPL is measured using 
the calculation of  total non-performing loans divi-
ded by total credit. In this study the control va-
riable used was FirmSize which was measured by 
natural logarithm calculation of  total assets.

Sample
 In this study, the pupolasi amounted to 

25 Commercial Banks that went public and listed 
on the IDX period 2015 - 2019. The number of  
banks registered with IDX in this study was 48 
banks. The samples in this study were taken using 
Purposive Sampling method which is as many as 
25 commercial banks from 2015 to 2019. The 
data in this study that passed in the elimination of  
outliers for the classic assumption test using SPSS 
23 yaitiu amounted to 18 commercial banks.

Analysis Methods
 In this study the method used to collect 

the required data is to use a library study method 
with multiple linear regression analysis. Multip-
le linear regressions are linear regression models 
whose bound variables or dependent variables 

H2(+)

H1(+)

H3(-) ROE

Firm Size

NPL

LDR

NIM

Figure 1. Theoretical Framework

are linear functions of  several free variables or 
independent variables (Ghozali, 2018). Multip-
le linear analysis aims to measure the strength 
of  relationships and show the direction of  rela-
tionships between several independent variables 
namely NIM, LDR and NPL against variables 
bound to dependent variables i.e. ROA by using 

FirmSize control variables. The regression equa-
tion can be formulated as follows:

ROEit = α + β1X1it + β2X2it + β3X3it + εit
ROEit = α + β1X1it + β2X2it + β3X3it + Size 
+ εit

ROE
it
  : Return On Asset Bank i year 

to t
α  : Constants
β1 – β

4
 : Coefficient of  value change

X1 : Net Interest Margin
X2 : Loan to Deposit Ratio
X3 : Non Performing Loan

it
 : At bank i year t

Size : Company size 
ε

it
 : for bank i year to t

RESULTS AND DISCUSSION

Descriptive Statistics
Based on descriptive statistical test results 

using SPSS 25, Variable Return On Equity (ROE) 
has an average or mean of  1.8459% which is the 
amount of  roe mean value in accordance with the 
rules that have been made by Bank Indonesia, na-

Table 1. Descriptive Statistics Results

Descriptive Statistics
N Minimum Maximum Mean Std. Deviation

ROE (%) 100 -0.0090 0.0503 0.018459 0.0115736
NIM (%) 100 0.0153 0.0855 0.054328 0.0142644
LDR (%) 100 0.5061 1.0886 0.839108 0.1131919
NPL (%) 100 0.0021 0.0657 0.025521 0.0133331
FirmSize 100 2509281 1076438066 180559705.76 267487707.822
Valid N (listwise) 100
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mely the ROE value of  a healthy and good ban-
king is above 1.5%.

The average value of  Net Interest Margin 
(NIM) is 5.4328% which is the mean value of  
NIM is not in accordance with the rules made 
by Bank Indonesia, namely the NIM value of  a 
healthy and good banking is above 6%. The ave-
rage value of  the Loan to Deposit Ratio (LDR) is 
83.9108% which is the amount of  LDR mean in 
accordance with the rules made by Bank Indone-
sia, namely the LDR value of  a healthy and good 
banking is between 80% to 110%. 

The average non-performing loan (NPL) 
value of  2.5521% which is the mean value of  
NPL in accordance with the rules of  Bank In-
donesia, namely the NPL value of  a healthy and 
good banking is below 5%. The average value of  
FirmSize (SIZE) was 180,559,705.76 Rupiah.

Discussion of Research Results
 In this study, classic presumption tests 

have in recent times conducted many direct re-
lapse investigations, in particular ordinaris tests, 
multicolinearity tests, autocorrelation tests, and 
heteroskedastisity tests. The emergence of  the 
classic suspicion test that is on all the information 
used is indicated for all passes on the classic pre-
sumption test.

Hypotheses Test Results
Test F

From the results of  test F, the results of  the 
impact simultaneously or together are shown by 
the variables used, namely NIM, LDR and NPL 
in table 2 below:

Table 2. F Statistical Test Results Without Using 
Control Variables

ANOVAa

Model
Sum of 

Squares
df

Mean 

Square
F Sig.

Regression 0.008 4 0.002 38.804 .000b

Residual 0.006 100 0.000
Total 0.014 104
a. Dependent Variable: ROE
b. Predictors: (Constant), LDR, NPL, NIM

Table 3. Statistical Test Result F Using Control 
Variables

ANOVAa

Model

Sum of  

Squares df

Mean 

Square F Sig.
Regression .011 5 .002 66.757 .000b

Residual .003 99 .000
Total .014 104
a. Dependent Variable: ROE
b. Predictors: (Constant), SIZE, NPL, LDR, NIM

Based on table 2 the F value before using 
the control variable is 38.804 with a significance 
value of  0.000 and in table 3 by using the control 
variable the value F is 66,757 with a significan-
ce value of  0.000. This indicates a difference in 
the F value from before using a control variable 
using a control variable, and a significance value 
that is below 0.05 so that the regression model is 
feasible to use and all independent variables si-
multaneously affect ROE.

Determination Coefficient Test (R2)
The results of  the Determination Coeffi-

cient Test are shown in tables 4 and 5 as follows:

Table 4. Determination Coefficient Test Result 
(R2) Without Using Control Variables

Model Summary

Model R
R 

Square

Adjusted 

R Square

Std. Error of 

the Estimate

1 0.775a 0.601 0.687 0.0074586

a. Predictors: (Constant), LDR, NPL, NIM

Table 5. Determination Coefficient Test Result 
(R2) Using Control Variable

Model Summary

Model R
R 

Square

Adjusted 

R Square

Std. Error of 

the Estimate

1 0.879a 0.685 0.785 0.0056572

a. Predictors: (Constant), SIZE, NPL, LDR, NIM

Table 4 shows the Value of  Adjusted R 
Square without using a control variable of  0.687 
or 68.7% and in table 5 shows the value of  Adju-
sted R Square by using a control variable of  0.785 
or 78.5%. This can mean that 78.5% of  ROE 
variables can be explained with independent va-
riables and control variables, while 21.5% is ex-
plained by other variables outside the research 
model. An R value of  0.785 explains the strong 
relationship between autonomous factors and 
subordinate variable exposed control variables 
of  78.5%. It can be concluded that variable size 
has a good function in controlling the impact of  
independent variables on dependent variables be-
cause it can increase the value of  the coefficient 
of  determination (R2).
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Test t
 From the results of  the t test, the results 
of  the partial impact shown by the variables used 
are NIM, LDR and NPL in table 6 below:

Table 6. Test t Statistics Using Control Variables

Coefficientsa

Model
Unstandardized Coefficients

Standardized 

Coefficients t Sig.

B Std. Error Beta
(Constant) -.058 .008 -7.563 .000
NIM (+) .359 .046 .442 7.835 .000
LDR (+) .006 .006 .058 1.058 .293
NPL (-) -.271 .044 -.313 -6.177 .000
SIZE .004 .000 .496 8.650 .000
a. Dependent Variable: ROE

Fom table 6, a regression equation can be 
compiled as follows:

ROEit = α + β1X1it + β2X2it + β3X3it + Size 
+ εit

ROEit = -0.058 + 0.359NIM + 0.006LDR – 
0.271NPL + 0.004(Size)

From the results of  multiple linear regressi-
on equations used in this study, it can be analyzed 
as follows:

Net Interest Margin (NIM)
 Sourced from research results, obtained 

the results of  regression coefficients of  NIM with 
a positive direction to the variable bound roe na-
mely 0.359 with a significance of  less than 0.05 
ie (0.000 < 0.05) displays that nim variables have 
a significant positive impact on roe variables. 
These results indicate a second hypothesis (H2) 
which states that the NIM variable positively af-
fects roe accepted. This research is in accordance 
with previous research conducted by Eng (2013), 
Krisnawati &Chabachib (2014), Arimi &Mahfud 
(2012), Laryea et al. (2016), and Yudha, Cha-
bachib, &Pangestuti (2017) which showed that 
NIM had a significant positive effect on ROE.

Loan to Deposit Ratio (LDR)
 Based on the research, obtained coeffi-

cient of  LDR regression with a positive direction 
to the roe-bound variable of  0.006 with a signifi-
cance of  more than 0.05 i.e. (0.293 > 0.05) thus 
indicating that the LDR variable has no signifi-
cant effect on roa variables. The third hypothesis 
indicates (H3) that the LDR variable has a posi-

tive effect on rejected ROE. This research is in 
accordance with the results of  previous research 
conducted by Menicucci &Paolucci (2016) and 
Alper &Anbar (2011), which showed that LDR 

(Loan to Deposit Ratio) has an insignificant posi-
tive effect on ROE (Return on Assets).

Non Performing Loan (NPL)
Based on the study, the NPL regression 

coefficient with negative direction to roe bound 
variable is -0.271 with a significance of  less than 
0.05 i.e. (0.000 < 0.05) thus indicating that NPL 
variable has a significant negative effect on ROE 
variable. the fourth hypothesis (H4) indicates that 
the npl variable negatively impacting roe recei-
ved by this study matches previous research tried 
by Petria et al.. (2015), Eng (2013), Krisnawati 
&Chabachib (2014), Dietrich &Wanzenried 
(2014), Menicucci &Paolucci (2016), and Yudha, 
Chabachib, &Pangestuti (2017), which showed 
the results of  the study that NPL  significantly 
negatively affected ROE.

CONCLUSION AND RECOMMENDATION
 
This study analyzed the effect of  NIM, 

LDR and NPL on ROE with FirmSize cont-
rol variables. Hypothesis testing using SPSS 23 
statistical tool with multiple regression analy-
sis methods. The samples in this study were 18 
conventional commercial banks registered with 
IDX during the period 2015-2019. The comes 
about of  synchronous speculation testing (Test F) 
appeared that the esteem of  F was 67,257 with 
a centrality rate of  0.000, so it can be said that 
all free factors at the same time influence subor-
dinate factors specifically ROE. Whereas in part 
(T-Test) can be concluded as takes after:

 Net Interest Margin has a positive and 
significant impact on Return On Equity so that 
any increase in NIM will have an impact on the 
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increase in profitability (ROE).
Loan to Deposit Ratio has a positive and 

insignificant impact on Return On Equity in ot-
her words the increase in LDR has no effect on 
profitability (ROE). This is because there is a high 
gap between each bank that provides credit. The-
re are banks that have a low LDR ratio that is due 
to the lack of  optimal use of  third party funds. 
While on the other hand there are banks that are 
excessive in providing credit so as to make the 
LDR ratio level is very high. This resulted in a 
fairly high gap between banking companies every 
year.

NPL have a negative and significant im-
pact so that any increase in NPL will have an im-
pact on the decrease in profitability (ROE).

Using Size as a control variable provides 
a difference in results between using a control 
variable and without using a control variable. 
With the control variable, the adjusted value of  
R2 increased from 68.7% to 78.5%. This suggests 
that there are still 21% affected by other factors 
beyond the variables used in this study. These ot-
her factors include bopo variables used in Herry 
(2015), Septiana &Muharam (2016).and Pras-
ajaya &Ramantha (2013), Inflation and GDP 
Growth used in Petria et al. (2015).

From the results of  the research that has 
been done, the suggestions submitted include:

From the results of  the study, it is known 
that NIM has the positive and most dominant 
effect on ROA. Therefore, by further optimizing 
the management of  productive assets will be able 
to increase net interest income so that profitabi-
lity will increase. From the results of  the study 
also known NPL negatively affect ROE, so banks 
should be able to reduce the level of  non-perfor-
ming loans because it will have an impact on the 
level of  profitability of  banks. So if  the problem 
credit can be overcome then it will be able to imp-
rove the profitability of  the bank. So that banks 
that have prepared their capital to overcome the 
risk of  losses that will be faced will be better pre-
pared and will be able to increase the profitability 
of  the bank. 

FurtherMore Researchers are expected to 
add other variables such as BOPO used in Herry 
(2015), Septiana and Muharam (2016). and Pras-
ajaya and Ramantha (2013), Inflation and GDP 
Growth used in Petria et al. (2015) which can af-
fect bank profitability.

The results showed that nim independent 
variables have the most impact compared to other 
variables in predicting the impact on ROE. But in 
addition to NIM and NPL, it also shows a signi-
ficant impact on ROE. This is expected to be an 

input and consideration for investors in investing 
in the banking industry.

REFERENCES

Alper, D., & Anbar, A. (2011). Bank Specific and 
Macroeconomic Determinants of  Commercial 
Bank Profitability: Empirical Evidence from 
Turkey. Business and Economics Research Journal, 
2(2), 139–152.

Arimi, M., & Mahfud, M. K. (2012). Analisis Faktor 
- Faktor yang Mempengaruhi Profitabilitas Per-
bankan (studi pada bank umum yang listed di 
bursa efek indonesia tahun 2007-2010). Dipone-
goro Journal Of  Management, 1(2), 1–12.

Boda,Martin and Emilia. (2021). Overcoming the loan 
to deposit ratio by a financial intermediation 
measure-A perspective instrument of  finan-
ciual stability policy. Elsevier Sciendirect : Journal 
of  a policy modelling

Dendawijaya, L. (2001). Manajemen Perbankan. Jakar-
ta: Ghalia Indonesia.

Dietrich, A., & Wanzenried, G. (2014). The deter-
minants of  commercial banking profitability 
in low-, middle-, and high-income countries. 
Quarterly Review of  Economics and Finance, 54(3), 
337–354.

Dwiwiyanto, E. (2007). Analisis Pengaruh BOPO, 
NIM, GWM, LDR, NPL dan CAR Terhadap 
Return On Equity (Studi: Pada Bank Umum 
yang Listed di Bursa Efek Indonesia Periode 
Tahun 2004-2007). Jurnal Bisnis Strategi,  18(2), 
61-77.

Eng, T. S. (2013). The Effect Of  NIM, BOPO, LDR, 
NPL & CAR Toward ROA of  International 
and National Public Listed Banks For The Pe-
riod Of  2007 - 2011. Jurnal Dinamika Mnajam-
enen, 1(3), 153–168.

Ghozali, I. (2018). Aplikasi Analisis Multivariate Den-
gan Program IBM SPSS 25 (Edisi 9). Semarang: 
Badan Penerbit Undip.

Herry, A. B. (2015). Banking Profitability : How does 
the Credit Risk and Operational Efficiency Ef-
fect ? Journal of  Business and Management Sci-
ences, 3(4), 118–123.

Krisnawati, D. A., & Chabachib, M. (2014). Analisis 
Faktor Penentu Profitabilitas Bank di Indone-
sia dengan Metode Risk Based Rang Rating ( 
Studi Pada Bank-Bank Umum Go Public Di 
Indonesia Periode 2008 – 2013 ). Diponegoro 
Journal Of  Management, 3, 1–14.

Laryea, E., Ntow-Gyamfi, M., & Alu, A. A. (2016). 
Nonperforming loans and bank profitability: 
evidence from an emerging market. African 
Journal of  Economic and Management Studies, 
7(4), 462–481.

Menicucci, E., & Paolucci, G. (2016). The determi-
nants of  bank profitability: empirical evidence 
from European banking sector. In Journal of  Fi-
nancial Reporting and Accounting (Vol. 14). 

Naceur, S. (2003). The Determinants of  the Tunisian 
Banking Industry Profitability: Panel Evidence. 



263

Adhi Widyakto et al/Management Analysis Journal 10 (3) (2021)

Universite Libre de Tunis Working Papers, 1–17. 
Retrieved from http://www.mafhoum.com/
press6/174E11.pdf

Petria, N., Capraru, B., & Ihnatov, I. (2015). Determi-
nants of  Banks’ Profitability: Evidence from 
EU 27 Banking Systems. Procedia Economics and 
Finance, 20(15), 518–524.

Prasajaya, A. . Y., & Ramantha, I. W. (2013). Analisis 
Pengaruh Rasio CAR, BOPO, LDR dan Uku-
ran Perusahaan terhadap Profitabilitas Bank 
Yang Terdaftar Di BEI. E- Jurnal Akuntansi Uni-
versitas Udayana 4.1 (2013) 230-245, 1, 230–245. 

Simorangkir. (2004). Pengantar Lembaga Keuangan dan 
Non Bank. Jakarta: Raja Grafindo.


	_Hlk77106023
	_Hlk74472439

