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ABSTRACT 

Banking is a bank that has a role in the financial system in Indonesia. The existence of the banking sector has an 

important role, in which most people's lives involve services from the banking sector. Therefore banks in this 

case must maintain and improve the health of a bank. In doing their operations, one of them is the bank's goal is 

to get a high return that can be used to fund the development of the operation until with steady expansion in the 

future. The ability of the bank to earn profit can be assessed by using the ratio of profitability. One of them is 

Return On Assets (ROA). This study aims to analyze the influence of Capital Adequacy Ratio (CAR), 

Operational Efficiency (BOPO), Loan to Deposit Ratio (LDR), and Net Interest Margin (NIM) on Return On 

Assets (ROA) of banking companies listed in Indonesia Stock Exchange (IDX). Sampling in this study used 

purposive sampling method. The sample used is 36 companies from 46 companies listed on the IDX that publish 

annual reports complete from 2016-2020. The data were analyzed using multiple linear regression. Based on the 

results of the study found that the internal factors of the bankCapital Adequacy Ratio (CAR)andNon Performing 

Loan (NPL)have a significant effect on the profitability (ROA) of banking companies listed in Indonesia Stock 

Exchange (IDX) 2016-2020, while the Operational Efficiency (BOPO), Loan to Deposit Ratio (LDR) and 

Company Size (SIZE) do not have a significant effect on the profitability (ROA) of banking companies listed in 

Indonesia Stock Exchange (IDX) 2016-2020. 
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INTRODUCTION 

 The current economic growth is faster, so more capital is needed. One source of capital needed is from 

community savings. In order for capital to be optimally useful, a service company is needed that provides 

financial services to all levels of society, including banks. 

Economic development cannot be separated from the banking sector, because banking has an important 

role in economic growth and because the banking sector is an institution that carries out the main function as a 

financial intermediary between parties who have funds (surplus funds) with parties who need funds (deficit 

funds) and as an institution that functions to facilitate the flow of payment traffic. The main goal of banking is to 

achieve maximum profitability. The point is that profitability shows the efficiency of the company(Beautiful & 

Arief, 2016). 

Based on data sourced from the Indonesian Stock Exchange, PT BCA, Tbk experienced an increase in 

share prices of IDR 15,500/share in 2016, IDR 21,900/share in 2017, IDR 26,000/share in 2018, IDR 

33,425/share in 2019, and IDR 33,850/share in 2020. PT Bank Mandiri, Tbk also experienced an increase in 

share price of IDR 5,788/share in 2016, IDR 8,000/share in 2017, experienced a decrease in share price in 2018 

of IDR 7,375/share, then experienced an increase in share price of IDR 7,675/share in 2019, and experienced a 

decrease in share price again of IDR 6,325/share in 2020. 

PT BNI, Tbkexperienced an increase in share price of IDR 5,525/share in 2016, IDR 9,900/share in 

2017, experienced a decrease in share price in 2018 of IDR 8,800/share, IDR 7,850/share in 2019, IDR 

6,175/share in 2020. PT BRI, Tbkexperienced an increase in share price of IDR 2,335/share in 2016, IDR 

3,640/share in 2017, IDR 3,660/share in 2018, IDR 4,400/share in 2019, and experienced a decrease in share 

price of IDR 4,170/share in 2020. PT BNI, Tbkalso experienced an increase in share price of IDR 1,740/share in 

2016, IDR 3,570/share in 2017, experienced a decrease in share price in 2018 of IDR 2,540/share, IDR 

2,120/share in 2019, and IDR 1,725/share in 2020. 

Based on this information, it can be seen that banking stock prices have fluctuated over the past 5 years. 

These changes in conditions require banking institutions to have better capabilities in managing their businesses 

in order to survive. The company's financial performance is a complete display of the company's condition 

during a certain period of time which is the result or achievement influenced by the company's operational 

activities in utilizing the resources it has. By analyzing the company's performance, investors can assess the 

company's prospects in the future. If the company's financial performance is considered good, the company's 

shares will be in demand by investors and their prices will increase. In other words, the company's financial 

performance has an influence on the company's stock price. 

The concept of efficient markets is closely related to the availability of information. A market is said to 

be efficient if the value of a security at any time reflects all available information, resulting in the price of a 

security being at its equilibrium level. The current stock market has reflected historical information plus all 

published information. In the semi-strong form of market efficiency, the market is said to be efficient if the price 

of securities fully reflects all published information, including information contained in the financial reports of 

the issuing company, one of which is profit information. 

If a certain financial ratio level increases, it can be concluded that the company's performance is 

considered good, investors should dare to invest their funds in the company and if many investors tend to want to 

buy shares in the company, the company's share price will experience an increasing trend, this is in accordance 

with the law of demand that if demand for the market increases, the selling price will increase outside of other 

external factors. One of the bank's goals is to obtain profitability which will later be used to finance all 

operational activities and banking activities carried out. With this profitability, the bank will be able to develop 

and survive until future activities. Measuring the level of profitability is one way used to measure the ability of 

bank management to manage available capital to obtain net profit. 

 Bank profitability can affect customer policies on investments made. The bank's ability to generate good 

profits or high profitability capabilities showsthe bank's ability through effective management in using existing 

resources to achieve or exceed profit targets. This can foster customer confidence in making investments. If the 

bank's profitability level is low, it means that management has failed to utilize existing resources to achieve 

profit targets. This will cause distrust in making investments and can even result in customers withdrawing their 

investment funds. Meanwhile, for the bank itself, profitability can be used as an evaluation of management 

performance on the effectiveness of bank management. 

 Profitability is a ratio to measure the company's ability to generate profits by using the company's 

resources such as assets, capital or company sales. Profitability has a causal relationship with the company's 

value. This causal relationship shows that if the company's management performance as measured using the 

profitability ratio is in good condition, it will have a positive impact on investors' decisions in the capital market 

to invest their capital in the form of capital participation. Likewise, it will also have an impact on creditors' 

decisions in relation to company funding through debt(Sudan, 2011). 

 The purpose of using profitability ratios for companies and for external parties is to assess profit 

development over time and to measure the productivity of all company funds used, both equity. In financial 
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institutions, Banks, Profitability is used to evaluate the performance of Bank management. In general, the 

assessment of financial performance and profitability of a bank can be seen from its financial statements derived 

from its financial calculations. The financial ratio that can be used by the Bank to measure its ability to generate 

profits is Return on Assets (ROA).(Sudan, 2011) 

 Return On Asset is a tool to analyze or measure the level of business efficiency and profitability 

achieved by the bank concerned. Return on assets is used to measure the ability of bank management to obtain 

(profit) as a whole. Return on assets measures the comparison between net profit after deducting interest and tax 

expenses generated from the company's main activities with the total assets owned by the company to carry out 

overall activities 

 High and lowreturn on assetsdepends on the management of the company's assets by management 

which illustrates the efficiency of the company's operations. The higher the return on assets, the more efficient 

the company's operations and vice versa, low return on assets can be caused by the large number of idle company 

assets, excessive investment in inventory, excess paper money, fixed assets operating below normal and others. 

(Fajari & Sunarto, 2017) 

 In this study, it is suspected that the Capital Adequacy Ratio (CAR), Operating Costs to Operating 

Income (BOPO), Non Performing Loans (NPL), Loan to Deposit Ratio (LDR), and Company Size (SIZE) have 

an effect on the Return on Assets (ROA) of banking companies on the Indonesia Stock Exchange in 2016-2020. 

The Capital Adequacy Ratio shows the bank's ability to maintain sufficient capital and control various risks that 

arise that can affect the amount of bank capital. 

Capital Adequacy Ratio is a ratio used to measure capital and reserves in covering credit, especially the 

risk that occurs due to interest failure to be collected. Capital Adequacy Ratio compares capital with ATMR 

(Risk Weighted Assets). Capital Adequacy Ratio is related to ROA (Return On Asset) where ROA compares 

profit after tax with total assets, this means that if a bank has large capital, the greater the possibility that the 

bank can distribute the funds it has. Increased income will increase the bank's profits or profits. The better 

condition of the bank will cause the company's performance to also increase (Pranata, 2015). Research 

result(Saryani, 2013),(Pranata, 2015) And (Amalia & Mahardika, 2017) states that the Capital Adequacy Ratio 

(CAR) has an influence on the profitability of banking companies, whereas according to research (Dewi, 2018) 

And (Beautiful & Arief, 2016). Capital Adequacy Ratio (CAR) has no influence on the profitability of banking 

companies. 

 Operating Expenses to Operating Income (BOPO) is often called the efficiency ratio used to measure 

the ability of bank management to control operational costs against operational income. The smaller the 

Operating Costs to Operating Income (BOPO), the more efficient the operational costs incurred by the bank 

concerned, conversely, the greater the Operating Costs to Operating Income (BOPO), the less efficient the 

operational costs incurred by the bank so that it will cause profitability (ROA) to decrease (Wicaksono, 2014). 

Thus, the operational efficiency of a bank proxied by the BOPO ratio will affect the performance of the bank. 

The results of research conducted by (Saryani, 2013) states that Operating Costs to Operating Income (BOPO) 

has an influence on the profitability of banking companies, whereas according to (Ismadi & Irawati, 2019), 

(Dewi, 2018) And (Amalia & Mahardika, 2017) states that Operating Costs to Operating Income (BOPO) has no 

influence on the profitability of banking companies. 

Non Performing Loan (NPL) reflects credit risk, the higher the Non Performing Loan (NPL) the higher 

the credit risk borne by the bank. The higher the credit risk reflects poor credit quality or the existence of bad 

debts. The existence of bad debts will hinder the profits that should be obtained from credit profits so that 

profitability (ROA) decreases (Ismadi & Irawati, 2019). Non Performing Loan (NPL) is a special concern for 

banks because the presence of Non Performing Loan (NPL) can have a negative impact on profitability, this was 

later proven by (Nayoan, 2018) in his research which shows that Non Performing Loan (NPL) has a negative 

influence on the profitability of banking companies. In contrast to the results of this study, in a study conducted 

by (Lestari et al., 2015a), (Ismadi & Irawati, 2019), And (Beautiful & Arief, 2016) it was concluded that Non 

Performing Loans (NPL) have no influence on the profitability of banking companies(Agustami, 2017). 

Loan to Deposit Ratio (LDR) is the comparison between the amount of credit given and the total third 

party funds (DPK). Loan Deposit Ratio (LDR) is a ratio to measure the bank's ability to meet the repayment of 

deposits that are due to its depositors and can fulfill the credit applications submitted without any delay. The 

higher the Loan Deposit Ratio (LDR) indicates the riskier the bank's liquidity condition, and vice versa. If the 

bank's Loan Deposit Ratio (LDR) is at the standard set by Bank Indonesia, which is 80 percent to 110 percent 

and the bank is able to distribute credit effectively, then the profit obtained by the bank will increase, so that 

profitability will also increase (Ismadi & Irawati, 2019). (Dewi, 2018), (Pranata, 2015) And (Ismadi & Irawati, 

2019) stated in the results of his research that the Loan to Deposit Ratio (LDR) has an influence on the 

profitability of banking companies. On the other hand, the results of the research conducted (Sudirgo & Stevani, 

2019) concluded that the Loan to Deposit Ratio (LDR) has no influence on the profitability of banking 

companies. 
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The size of a company (SIZE) can be seen from the assets owned by the company, because assets 

describe the availability of resources for company activities where these activities tend to be carried out to obtain 

profit. Company size (SIZE) is a scale on which the size of the company can be classified in various ways, 

including: total assets, market value, log size, stock market value, and others. According to research results 

(Lestari et al., 2015a), (Saryani, 2013), (Pranata, 2015) states that company size (SIZE) has an influence on the 

profitability of banking companies, whereas according to (Pinasti & Mustikawati, 2018) states that company size 

(SIZE) has no influence on the profitability of banking companies. 

 

LITERATURE REVIEW 

Return On Asset (ROA) 

According to (Kasmir, 2012), return on assets is a measurement of the company's overall ability to make a profit 

with the total amount of assets available in the company. If the ROA ratio ≥ 1.5% it can be said to be very 

healthy, but if the ROA ratio ≤ 0% then it can be said that the bank is not healthy. ROA is also used to measure 

financial performance, especially profitability, so that by increasing ROA it means that the company's profit 

increases so that the final impact is an increase in profitability (Valentina, 2011). Return On Asset (ROA) is used 

as an indicator of the company's financial performance, because this variable in several previous studies shows 

better performance measurements and ROA better represents the interests of stakeholders. (Sudiyatno, 2010). 

 

Capital Adequacy Ratio (CAR) 

Capital Adequacy Ratio is a ratio used to measure capital and reserves in covering credit, especially the risk that 

occurs due to interest failure to be collected (Kasmir, 2017). The greater the Capital Adequacy Ratio, the greater 

the bank's opportunity to generate profits because with large capital, bank management is very free to place its 

funds in profitable investment activities. Research conducted by (Afriyeni & Fernos, 2018) And 

(Almunawwaroh & Marliana, 2018) shows that the Capital Adequacy Ratio has a significant effect on banking 

profitability. Therefore, it can be concluded that the greater the Capital Adequacy Ratio shows the bank's ability 

to obtain good profits, so that the Capital Adequacy Ratio has a significant positive effect on profits and 

increases the ROA ratio. Thus, the following hypothesis can be formulated: 

H1 : Capital Adequacy Ratiohas a significant positive effect on banking profitability (ROA). 

 

Operating Costs vs Operating Income (BOPO) 

Operating Expense Ratio Operating Income (BOPO) shows the efficiency of the bank in running its operations. 

This ratio is often used to measure efficiency to measure the ability of bank management to control operating 

costs against operating income. The higher the cost of income, the inefficient the bank becomes. Thus it can be 

concluded that, the greater the ratio of Operating Costs Operating Income (BOPO) indicates the level of bank 

inefficiency in managing its activities which will reduce profits so that Operating Costs Operating Income 

(BOPO) has a significant negative effect on profitability. This is supported by research (Chatarine & Lestari, 

2010) And (Beautiful & Arief, 2016) that Operating Costs Operating Income (BOPO) has a significant negative 

effect on ROA, thus the following hypothesis can be formulated: 

H2 : The Influence of the Operating Cost Ratio on Operating Income has a significant negative effect on 

profitability banking (ROA). 

 

Non Performing Loan(NPL) 

Non Performing Loan (NPL) is a ratio used to measure the bank's ability regarding the risk of failure to repay 

credit by debtors. Non Performing Loan (NPL) provides the position of problematic credit in the banking 

industry which is classified into substandard, doubtful, and bad credit groups against the total credit distributed. 

According to research on the influence of Non Performing Loan (NPL) on bank performance by (Wicaksono, 

2014) And (Edo & Wiagustini, 2014), Non Performing Loan (NPL) has a significant negative effect on bank 

profitability, thus the following hypothesis can be formulated: 

H3 : Non Performing Loan (NPL)has a significant negative effect on banking profitability (ROA). 

 

Loan to deposit ratio(LDR) 

Loan to deposit ratio (LDR) used to assess the liquidity of a bank by dividing the amount of credit by the amount 

of funds. The loan to deposit ratio (LDR) is a ratio that shows the ability of a bank to provide funds to its debtors 

with capital that can be collected from the community. The higher the ratio, the higher the liquidity or the higher 

the funds that have been distributed compared to third party funds in the bank. It can be concluded that the 

greater the loan to deposit ratio (LDR), the greater the credit income received by the bank which then has an 

impact on the increasing ROA ratio. This means that the loan to deposit ratio (LDR) has a significant positive 

effect on the ROA ratio. This is supported by research (Hidajat, 2018) And (Hindarto, 2011), thus the following 

hypothesis can be formulated: 

H4 : Loan to Deposit Ratio (LDR) has a significant positive effect on banking profitability (ROA). 
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Company Size(SIZE) 

Company size has a significant effect on profit growth. This condition occurs because the size of a company can 

be seen from the assets owned by the company, because assets describe the availability of resources for company 

activities where these activities tend to be carried out to obtain profit. This is supported by research (Lestari et 

al., 2015b) which proves that company size has a significant positive influence on profitability, thus the 

following hypothesis can be formulated: 

H5 : Company Size (SIZE) has a significant positive influence on banking profitability (ROA). 

 

Framework 

Based on previous theories and research, the relationship between Capital Adequacy Ratio (CAR), Operating 

Costs Operating Income (BOPO), Non Performing Loan (NPL), Loan to Deposit Ratio (LDR), and Company 

Size (SIZE) on Return On Asset (ROA) can be seen in Figure 1: 

 
Figure 1. Framework of Thought. 

 

DATA COLLECTION TECHNIQUE 

The data collection technique used is by usingdescriptive analysis is used to describe and describe the variables 

used in this study. Descriptive analysis is carried out using descriptive statistics that produce average, maximum, 

minimum, and standard deviation values to describe the research variables so that they are contextually easy to 

understand. 

 

RESEARCH METHODS 

Place and Time of Research 

This research was conducted by taking secondary data from the Indonesia Stock Exchange (IDX) 

published and obtained through the official IDX website (www.idx.co.id) for the period 2016-2020. The research 

period is from September 2021 to February 2022. 

 

Population and Sample 

The population used in this study was all banking companies listed on the Indonesia Stock Exchange 

(IDX) for the 2016 – 2020 period, totaling 46 companies. The sampling technique used was the purposive 

sampling method. The sample selection criteria determined were: (1) Banking companies listed on the IDX 

consecutively from 2016 – 2020 (2) Banking companies that consecutively reported financial statements in the 

period 2016 – 2020 (3) Banking companies that experienced profits in the period 2016 – 2020 

 

Operational Research Variables 

In this study, the independent variables and dependent variables that will be used consist of: 

 

Capital Adequacy Ratio (CAR) (X1) 

Capital Adequacy Ratio (CAR) or known as the capital adequacy ratio is a ratio that represents the bank's ability 

to provide funds used as reserves to overcome the possibility of risk of loss. all assets owned by banking 

institutions, whether in the form of credit, participation, securities, or bills on other banks contain risks that must 

be financed from their own capital and also funds obtained from other sources such as funds from the community 

in the form of savings, current accounts, deposits, and others. CAR calculation according to SE BI Number 

13/24/DPNP dated October 25, 2011. Based on SE BI No.13/30/DPNP dated December 16, 2011 as follows: 
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Operating Costs Operating Income (BOPO) (X2) 

Operating costs operating income is the ratio of operating costs to operating income. The lower the ratio of 

operating costs to operating income, the better the performance of the bank's management, so that it can make 

the expenditure of cost burdens more efficient. The purpose of the BOPO ratio is to measure the management's 

ability to control operating costs to operating income. BOPO calculation according to (SE BI No.13/30/DPNP 

dated 16 December 2011) as follows : 

 

 
 

Non Performing Loan (NPL) (X3) 

The non-performing loan ratio is a ratio that measures a company's bad debts, which occur due to two elements, 

namely the banking party in analyzing or the customer who intentionally or unintentionally does not make 

payments in their obligations. Based on SE BI Number 13/30/DPNP dated December 16, 2011, the calculation of 

Non-Performing Loans (NPL) can be obtained in the following way: 

 
 

Loan to Deposit Ratio(LDR)(X4) 

This ratio describes the comparison of the amount of credit given with the amount of third party funds. LDR 

shows the level of bank's ability to distribute third party funds collected by the bank concerned. LDR calculation 

according to(SE BI No.13/30/DPNP dated 16 December 2011)as follows : 

 
Company Size(SIZE) (X5) 

Company size is the amount of wealth or assets owned by the company. Company size is measured by the 

natural logarithm of total assets. The size of a company can be seen from the assets owned by the company, 

because assets describe the availability of resources for company activities where these activities tend to be 

carried out to obtain profit. This proves that the size of a company indirectly also determines the profit obtained 

by the company. Calculation of SIZE according to(SE BI No. 13/30/DPNP)as follows : 

Company size = Total Assets (LN) 

Return On Assets(ROA) (Y) 

Return on assetsmeasuring the comparison between net profit after deducting interest and tax expenses resulting 

from the company's main activities with the total assets owned by the company to carry out overall activities. 

Calculation of ROA according to SE BI No.13/30/DPNP dated December 16, 2011are as follows : 

 
 

Multiple Linear Regression Analysis 

Multiple linear regression analysis is used to determine the magnitude of the influence of the independent 

variables Capital Adequacy Ratio (CAR), Operating Expense to Operating Income Ratio (BOPO), Loan to 

Deposit Ratio (LDR), and Net Interest Margin (NIM) on the dependent variable, namely Return On Asset 

(ROA). The multiple linear regression equation model is as follows: 

Where :  

Y =Bank profitability is measured by Return On Assets 

a = Constant 

β1, β2, β3,β4 = Regression Coefficient of each independent variable 

X1=Capital Adequacy Ratio(CAR) 

X2= Operating Costs - Operating Income (BOPO) 

X3=Loan to Deposit Ratio(LDR) 

X4=Net Interest Margin(NIM) 

e = Term Of Error 

 

RESULT AND DISCUSSION 

Classical Assumption Test 

Normality Test 

The normality test is carried out to test whether in a regression model, an independent variable and a 

dependent variable or both have a normal or non-normal distribution.(Ghozali, 2016).Graphical analysis is the 

easiest way to see the normality of residuals, namely by looking at the histogram graph that compares 

observation data with a distribution that approaches a normal distribution. The use of normality is carried out 

using the PP Plots graphic test and the Kolmogorov-Smirnov statistical test (KS test). According toGhazali 

Y = a + β1X1 + β2X2 + β3X3 + β4X4 +e 
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(2016)Detection of normality in Kolmogorov-Smirnov data statistics can be done if the significance value 

(probability) is ≥ 0.05 or 5 percent, then the data is normally distributed. 

 
Source: SPSS processed data, 2021 

 Figure 1. Probability Plot 

 

 Based on Figure 4.1, it can be seen that the points spread far from the diagonal line and do not follow 

the direction of the diagonal line so that it can be concluded that the data in this study are not normally 

distributed. To see the normality of the data using the Kolmogorov-Smirnov Test can be seen from table 1 as 

follows: 

 

Source: SPSS Processed Data, 2021 

 

Based on table 1, it can be seen that the significance value is below 0.05 so it can be concluded that the 

data in this study are not normally distributed. 

 

SmartPLS 

Previously, it was explained that this study would conduct data analysis using SPSS software. After 

processing the data using SPSS, the results showed that the data was not normally distributed. Therefore, data 

analysis in this study will use nonparametric statistics, namely Partial Least Square (PLS). Partial Least Square 

is a powerful analysis method which is not based on many assumptions. 

 

 

 

Multicollinearity Test 

Multicollinearity testaims to test whether the regression model finds a correlation between 

independent variables(Ghozali, 2016). 

 

 

 

 

Table 2 

Multicollinearity Test 

No Variables VIF Information 

Table 1 

One-Sample Kolmogorov-Smirnov Test 

 Unstandardized 

Residual 

N 160 

Normal Parametersa,b 
Mean ,0000000 

Std. Deviation ,47971605 

Most Extreme Differences 

Absolute ,169 

Positive ,133 

Negative -,169 

Kolmogorov-Smirnov Z 2,132 

Asymp. Sig. (2-tailed) ,000 
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No Variables VIF Information 

1 CAR 1,417 There is no multicollinearity 

2 BOPO 1,656 There is no multicollinearity 

3 NPL 1.178 There is no multicollinearity 

4 LDR 1.986 There is no multicollinearity 

5 SIZE 1,024 There is no multicollinearity 

Source: SmartPLS Processed Data, 2021 

Based on the multicollinearity test table, it shows that each independent variable, namely CAR, BOPO, 

NPL, LDR and SIZE has a Centered Variance Inflation Factor (VIF) value <10. The results of the 

multicollinearity test in this study can be concluded that the research data does not experience multicollinearity. 

 

Multiple Linear Regression Analysis 

Multiple linear regression analysis is used to determine the magnitude of the influence of the 

independent variables Capital Adequacy Ratio (CAR), Operating Expense to Operating Income Ratio (BOPO), 

Loan to Deposit Ratio (LDR), and Net Interest Margin (NIM) on the dependent variable, namely Return On 

Asset (ROA). The multiple linear regression equation model is as follows: 

Table 3 

Hypothesis Test Results 

 

 Original Sample 

(O) 

Conclusion 

CAR -> ROA 0.187 Positive influence 

BOPO -> ROA -0.028 Negative influence 

NPL -> ROA -0.498 Negative influence 

LDR -> ROA 0.219 Positive influence 

SIZE -> ROA -0.017 Negative influence 

Source: SmartPLS Processed Data, 2021 

The figures in the multiple linear regression equation above can show that: 1) The regression coefficient 

of variable X1 is 0.187. This shows that CAR has a positive relationship direction of 0.187 to ROA. This means 

that if CAR increases by one unit, it will affect ROA with an increase of one unit, which is 0.187. 2) The 

regression coefficient of variable X2 is -0.028. This shows that BOPO has a negative relationship direction of 

0.028 to ROA. This means that if BOPO increases by one unit, it will affect ROA with a decrease of one unit, 

which is 0.028. 3) The regression coefficient of variable X3 is -0.498. This shows that NPL has a negative 

relationship direction of -0.498 to ROA. This means that if NPL increases by one unit, it will affect ROA with a 

decrease of one unit, which is -0.498. 4) The regression coefficient of variable X4 is 0.219. This shows that LDR 

has a positive relationship direction of 0.219 to ROA. This means that if LDR increases by one unit, it will affect 

ROA with an increase of one unit, which is 0.219. 5) The regression coefficient of variable X5 is -0.017. This 

shows that SIZE has a negative relationship direction of -0.017 to ROA. This means that if SIZE increases by 

one unit, it will affect ROA with a decrease of one unit, which is -0.017. 

 

Coefficient of Determination (R2) 

The coefficient of determination (R2) is a coefficient that shows the percentage of influence of all 

independent variables on the dependent variable. This percentage shows how much the independent variables 

(CAR, BOPO, NPL, LDR and SIZE) can explain the dependent variable (ROA). If the coefficient of 

determination is getting closer to 1, then the influence of the independent variables provides almost all the 

information needed to predict the variation of the variable.(Ghozali, 2011) 

Table 4 

Coefficient of Determination (R2 ) 

 

 R Square    Adjusted R Square 

Profitability 0.258 0.234 

Source: SmartPLS Processed Data, 2021 

 

From Table 4, it can be seen that the Adjusted R Square value on the CAR, BOPO, NPL, LDR, and 

SIZE variables on Profitability is 0.234 or 23.4%. This shows that CAR, BOPO, NPL, LDR, and SIZE have an 

effect of 23.4% on Profitability, while the remaining 76.6% is influenced by other variables not used in this 

study. 
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Hypothesis Test (t-Test) 

Hypothesis Test (t-Test) shows how far the influence of each independent variable consisting of Capital 

Adequacy Ratio (CAR), Operating Cost to Operating Income Ratio (BOPO), Loan to Deposit Ratio (LDR), Net 

Interest Margin (NIM) and Non Performing Loan (NPL) on the dependent variable, namely Return On Asset 

(ROA). 

If t count < t table, then H0 is accepted and H1 is rejected, which means that the independent variable has no 

effect on the dependent variable. 

If t count > t table, then H0 is rejected and H1 is accepted, which means that the independent variable has an 

effect on the dependent variable. 

Table 5 

Partial Test (t-Test) 

 

 

 

 

 

 

 

 

 

 

 

 

Source: SmartPLS Processed Data, 2021 

 

From table 5 it can be concluded that: 1) Variable X1 (CAR) has a Tstatistics of 2.948 > ttable of 1.975 

and a significance of 0.003 < 0.05, it is concluded that the first hypothesis (H1) is accepted and H0 is rejected. 

The results of this study indicate that CAR has a partial significant effect on ROA. 2) Variable X2 (BOPO) has a 

Tstatistics of 0.207 < ttable of 1.975 and a significance of 0.836 > 0.05, it is concluded that the second 

hypothesis (H2) is rejected and H0 is accepted. The results of this study indicate that BOPO does not have a 

partial significant effect on ROA. 3) Variable X3 (NPL) has a Tstatistics of 5.765 > ttable of 1.975 and a 

significance of 0.000 < 0.05, it is concluded that the third hypothesis (H3) is accepted and H0 is rejected. The 

results of this study indicate that partially NPL has a significant effect on ROA profitability. 4) Variable X4 

(LDR) has a Tstatistics of 1.749 <ttable of 1.975 and a significance of 0.081 > 0.05, it is concluded that the 

fourth hypothesis (H4) is rejected and H0 is accepted. The results of this study indicate that partially LDR does 

not have a significant effect on ROA. 5) Variable X5 (SIZE) has a Tstatistics of 0.374 < ttable of 1.975 and a 

significance of 0.709 > 0.05, it is concluded that the fourth hypothesis (H5) is rejected and H0 is accepted. The 

results of this study indicate that partially SIZE does not have a significant effect on ROA. 

 

Discussion of Research Results 

The Influence of Capital Adequacy Ratio (CAR) on Return on Assets (ROA) of Banking Companies 

According to (Kuncoro and Suhardjono, 2011),  that the Capital Adequacy Ratio shows the bank's 

ability to maintain sufficient capital and control various risks that arise which can affect the size of the bank's 

capital. 

The results of the hypothesis test show that capital adequacy (CAR) is proven to have a positive and 

significant effect on banking profitability (ROA) because it has at Statistic value (2.948) > tTable (1.975) and the 

resulting significance value of 0.003 is still below 0.05. This means that the greater the CAR, the greater the 

ROA obtained by the bank. This is because CAR is a ratio that shows the capital capacity of a bank. If the CAR 

value is low, the bank is unable to finance operational activities and cannot make a significant contribution to 

profitability. 

If the CAR value is high, the bank is able to finance operational activities and provide a significant 

contribution to profitability. But if the CAR value is high, the bank is able to finance operational activities and 

provide a significant contribution to profitability. 

These results are in accordance with research conducted by (Beautiful & Arief, 2016) And (Kuntari, 

2014) which states that CAR has a positive and significant influence on banking profitability (ROA). 

 

The Influence of Operating Expenses on Operating Income (BOPO) on Return on Assets (ROA) of 

Banking Companies 

 
Original 

Sample 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T 

Statistics(|

O/STDEV 

|) 

P Values Note 

CAR -> ROA 0.187 0.183 0.063 2,948 0.003 Accepted 

BOPO -> ROA -0.028 -0.041 0.137 0.207 0.836 Rejected 

NPL -> ROA -0.498 -0.491 0.086 5,765 0,000 Accepted 

LDR -> ROA 0.219 0.231 0.125 1,749 0.081 Rejected 

SIZE -> ROA -0.017 -0.011 0.045 0.374 0.709 Rejected 
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 The operating expense ratio is a comparison between operating expenses and operating income. This 

ratio is often referred to as the efficiency ratio which is used to measure the ability of bank management to 

control operating expenses against operating income.(Fajari & Sunarto, 2017). 

The results of the hypothesis test show that Operating Expenses to Operating Income (BOPO) are 

proven to have a negative effect and do not have a significant effect on banking profitability (ROA) because it 

has a tStatistic value (0.207) < tTable (1.975) and the resulting significance value of 0.836 is above 0.05. The 

lower the level of the operating expense ratio to operating income means the better the performance of the bank's 

management so that it can make the expenditure of cost expenses more efficient, and vice versa. The higher the 

level of the operating expense ratio to operating income means the worse the performance of the bank's 

management because it cannot make the expenditure of cost expenses more efficient. 

This is in accordance with research conducted by (Saryani, 2013) And (Sofyan, 2019) which states that 

Operating Expenses Operating Income (BOPO) has a negative influence and does not have a significant 

influence on banking profitability (ROA). 

 

The Influence of Non Performing Loans (NPL) on Return on Assets (ROA) of Banking Companies 

The non-performing loan ratio is a ratio that calculates the level of non-performing loans when 

compared to the total loans that have been given to third parties but does not include loans given to other banks. 

Non-performing loans are loans that are classified as substandard, doubtful, and bad loans. While non-

performing loans themselves are calculated grossly without deducting the allowance for productive asset write-

offs.(Kasmir, 2017). 

The smaller the Non Performing Loan (NPL) value, which means that the bank management is 

tightening the analysis of losses that will be suffered, can result in a decrease in the number of financing requests 

(assuming that the greater the financing, the greater the amount of uncollected financing) and vice versa. 

The results of the hypothesis test show that Non Performing Loan (NPL) is proven to have a negative 

and significant effect on banking profitability (ROA). because it has a tStatistic value (5.765) > tTable (1.975) 

and the resulting significance value of 0.000 is still below 0.05. NPL has a negative and significant effect on 

ROA indicating that during the research period, commercial banks have been able to apply the principle of 

prudence in distributing credit to debtors, although there are still a small number of banks that have not applied 

the principle of prudence, this is also seen that there are still several commercial banks that are close to the 

maximum value set by Bank Indonesia (5%). 

This is in accordance with research conducted by (Dewi, 2018) And (Asnawi et al., 2018) which states 

that Non Performing Loans (NPL) have a negative and significant influence on banking profitability (ROA). 

 

The Influence of Loan to Deposit Ratio (LDR) on Return on Asset (ROA) of Banking Companies 

LDR (Loan to Deposit Ratio) is a ratio that describes the comparison between credit issued by a bank 

and the total third party funds collected by a bank. Third party funds consist of current accounts, savings, and 

deposits. The amount of third party funds collected by a bank is directly proportional to the amount of credit 

issued, meaning that the more third party funds, the more credit is issued. 

The results of the hypothesis test show that the Loan to Deposit Ratio (LDR) is proven to have a 

positive effect and does not have a significant effect on banking profitability (ROA) because it has a tStatistic 

value (1.749) < tTable (1.975) and the resulting significance value of 0.081 is above 0.05. This means that the 

increase in the amount of credit successfully distributed by the bank will not necessarily have an impact on the 

success of bank management in obtaining its profits. However, the impact of excessive credit distribution will 

increase the risk of risk exposure that the bank will face. Therefore, it is also necessary to be selective in 

providing credit because inappropriate credit distribution can trigger problematic credit. 

 This is in accordance with research conducted by (Wicaksono, 2014) And (Hasbullah, 2020) which 

states that the Loan to Deposit Ratio (LDR) has a positive influence and does not have a significant effect on 

banking profitability (ROA). 

 

The Influence of Company Size (SIZE) on Return on Assets (ROA) of Banking Companies 

Company size is the amount of wealth or assets owned by the company. Company size is measured by 

the natural logarithm of total assets. One of the ways a company can be seen is from the assets owned by the 

company. The greater the total assets, sales and market capitalization, the greater the size of the company. The 

greater the assets, the more capital invested, the more sales, the more money turnover and the greater the market 

capitalization, the greater the company is known in society.(Hery, 2017). 

The results of the hypothesis test show that the company size (SIZE) on the Return On Asset (ROA) of 

banking companies is proven to have a negative influence and does not have a significant effect on banking 

profitability (ROA) because it has a tStatistic value (0.374) < tTable (1.975) and the resulting significance value 

of 0.709 is above 0.05. The larger the company size means the greater the total assets owned, but the large total 
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assets are not balanced with operational cost efficiency which will cause the profit to be received by the bank to 

be smaller, therefore profitability decreases. 

This is in accordance with research conducted by(Hasbullah, 2020)And(Ismadi & Irawati, 2019)which 

states that company size (SIZE) on Return On Assets (ROA) of banking companies has a negative influence and 

does not have a significant influence on banking profitability (ROA). 

 

CLOSING 

Based on the results of the research and discussion and description of the previous chapters, it can be 

concluded as follows: CAR (Capital Adequacy Ratio) has a significant influence and is positively correlated to 

bank profitability as measured by ROA, BOPO (Operational Costs to Operating Income) does not have a 

significant influence and is negatively correlated to bank profitability as measured by ROA, NPL (Non 

Performing Loan) has a significant influence and is negatively correlated to bank profitability as measured by 

ROA, LDR (Loan to Deposit Ratio) does not have a significant influence and is positively correlated to bank 

profitability as measured by ROA, SIZE (Company Size) does not have a significant influence and is negatively 

correlated to bank profitability as measured by ROA. 

For further research, as input for further research, further research can use more varied financial ratios 

because there are still many financial ratios that can be used outside of this research which are indicated to have 

an influence on ROA and extend the research period to see the consistency of the research results and more 

convincing results. 
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