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ABSTRACT

This study aims to examine the influence of
non-performing loans (NPL), BI rate,
Inflation, loan deposit to rate (LDR), and
company size on profitability. This type of
research is quantitative research. The
sample in this study was obtained using the
purposive sampling method, which is the
selection of samples with predetermined
criteria. Based on the purposive sampling
method, 236 samples were obtained from
49 conventional commercial banks
registered with the OJK from 2019 to 2022.
The analysis technique used is multiple
linear regression. The results of the data
analysis showed that the hypothesis testing
of partial non-performing loans (NPLs) had
a negative effect on profitability, the Bl rate
had a positive effect on profitability, inflation
had no effect on profitability, the loan to
deposit rate (LDR) had a positive effect on
profitability, and the size of the company
had a positive effect on profitability.
Simultaneously, NPL, BI rate, inflation,
LDR, and company size have a positive
effect on profitability.

Keywords: non-performing loan (NPL), BI
rate, inflation, loan to deposit ratio (LDR),
company size and ROA
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INTRODUCTION

The financial sector that is one of the drivers of Indonesia's economy is banking
institutions. Banks are a financial services industry that is the locomotive of Indonesia's
economic development. Functionally, banks are a bridge and mediation between
people who have excess financial resources and people who need an injection of
financial funds to run a business in the real sector. So that the general picture of bank
activities is the collection and distribution of funds from the community. Banks as a
financial services industry also have long-term goals and targets, namely to benefit from
the services provided to the community. Profit or profitability is very important to
maintain the sustainability and existence of business activities and services from the
bank industry. Profitability in theory is the ability of a company to generate profits that
can be shown from profits generated from sales and investment income (Novika and
Siswanti, 2022).

The profitability ratio is used to measure the bank's ability to generate profits during a
certain period and can provide an overview of the effectiveness of management in
carrying out bank operations. The profitability ratio can be calculated by several
methods, namely net profit margin (NPM), gross profit margin (GPM), return on assets
(ROA), return on equity (ROE) (Sanjana and Rizky, 2020).

The profitability ratio used in this study is return on assets (ROA). Based on Kasmir
(2014) Return on Assets or another name for return on investment is a ratio that shows
the return on the number of assets used in the company. This ratio is used to assess
how much profit is generated from each rupiah of funds recorded in the total value of
assets. This ratio is used by company management, investors, and financial analysis to
be able to assess the efficiency of company management in using and optimizing
company assets to generate profits. The higher the value of the ROA ratio, the higher
the profitability value and the more efficient the company will be.

Banks as financial institutions are under the supervision of the Financial Services
Authority (OJK) according to government regulations. OJK as a government institution
tasked with providing supervision over banks that have operations in Indonesia. OJK
has an obligation to provide financial performance reports of each bank (Fitriyani, 2012).

OJK's supervisory function on the performance of banks and non-bank financial
institutions is carried out by looking at several financial ratios, namely LDR (Loan to
Deposit Rate) and NPL (Non-Performing Loan). The bank supervision function carried
out by the OJK also collaborates with other government agencies. In terms of
maintaining the stability of the Bl rate and inflation, the OJK collaborates with Bank
Indonesia and the authorized ministries. Here we present data on ROA, NPL, Bl rate
and inflation during 2019 to 2022 as follows:
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Figure 1.1 Fluctuations Chart of ROA, NPL, Bl rate, and Inflation Data

Source: OJK (2023) and BI (2023)

Based on graph 1.1, it can be seen that the ROA value of conventional commercial banks
in 2019 to 2022 experienced a downward trend, namely in 2019 by 2.49 then decreased
to 2.05 in 2020. In 2021 the ROA value dropped back to 1.91 and in 2022 the ROA value
rose again to 2.43. The downward trend in ROA value in 2020 and 2021 was caused by
the covid 19 pandemic which began to spread in Indonesia in early 2020 and peaked in
2021. The condition of the covid 19 pandemic gave rise to a policy of restricting
community activities or known as PSBB (Large-Scale Social Restrictions) which caused
the cessation of economic activities in the community.

Based on graph 1.1, it can be explained that the NPL ratio value in 2019 to 2022
experienced an upward trend, namely in 2019 it was recorded that the NPL ratio value
was 2.59 then in 2020 it rose to 3.03. In 2021, the NPL ratio value rose to 3.22 and fell
back to 2.87 in 2022. The value of the NPL ratio in 2020 and 2021 increased due to the
impact of the Covid 19 pandemic, causing the problem of bad loans in banks to increase.
This causes the NPL ratio value to also increase the impact of the postponement of
public credit payment obligations at banks.

Based on graph 1.1, it can also be explained that the interest rate set by Bl in 2019 to
2022 has experienced a downward trend, namely in 2019 the Bl rate ratio value was
recorded at 5.63 then in 2020 it dropped to 4.25. In 2021, the Bl rate ratio value fell back
to 3.52 and rose again to 4 in 2022. The Bl rate ratio in 2020 and 2021 decreased due
to the monetary policy from Bank Indonesia to provide credit flexibility in order to
encourage entrepreneurs to apply for credit to resume their businesses affected by the
Covid-19 pandemic.

Based on graph 1.1, it can also be explained that the inflation rate in 2019 to 2022
experienced a downward trend, namely in 2019 the inflation ratio value was recorded at
3.03, then in 2020 it fell to 2.04. In 2021, the inflation ratio value fell again to 1.56 and
rose again to 4.21 in 2022. The value of the inflation ratio in 2020 and 2021 has
decreased due to the decline in people's purchasing power due to the impact of the Covid
19 pandemic which caused mass layoffs and restrictions on community activities
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Based on katadata.co.id online media news published on January 16, 2021, it was
explained that the Covid-19 pandemic dealt a devastating blow to the Indonesian
economy, especially in the financial services sector during the 2020 period. According to
OJK data, banking credit distribution contracted by 2.41%, insurance premiums
decreased by 7.34%, and receivables financing fell to 17.1% compared to performance
in 2019. The credit restructuring policy was extended until 2022 to reach Rp 971 trillion
until the end of December 2020. This OJK policy has succeeded in reducing credit risk
by decreasing the value of NPLs in 2019 by 1.19% to 0.98% in 2020 (Victoria, 2021).

The phenomenon of the covid 19 pandemic in Indonesia and the impact it has on
economic conditions in Indonesia, especially in banking institutions, is very interesting
and relevant for a study. This is shown by the movement of the ROA, Bl rate, and inflation
ratios that fell in 2020 and 2021. This condition is inversely proportional to the value of
the NPL ratio which has an upward trend in 2020 and 2021 (OJK, 2023).

Research on the profitability of banking institutions with profitability indicators with
influencing variables such as NPL, Bl rate, and Inflation has been conducted by
Rahmayani and Anggraini (2021). The difference between this study and the previous
study is the addition of LDR (Loan to Deposit Ratio) variables and company size. The
addition of this independent variable is expected to increase the adjusted R2 value,
because the previous study had an adjusted R2 value of 5.42% (Rahmayani and
Anggraini, 2021).

The phenomenon of the covid 19 pandemic in Indonesia and the impact it has on
economic conditions in Indonesia, especially in banking institutions, is very interesting
and relevant for a study. This is shown by the movement of the ROA, Bl rate, and inflation
ratios that fell in 2020 and 2021. This condition is inversely proportional to the value of
the NPL ratio which has an upward trend in 2020 and 2021 (OJK, 2023).

Research on the profitability of banking institutions with profitability indicators with
influencing variables such as NPL, Bl rate, and Inflation has been conducted by
Rahmayani and Anggraini (2021). The difference between this study and the previous
study is the addition of LDR (Loan to Deposit Ratio) variables and company size. The
addition of this independent variable is expected to increase the adjusted R2 value,
because the previous study had an adjusted R2 value of 5.42% (Rahmayani and
Anggraini, 2021).

The first variable in this study is Non Peforming Loan (NPL). Credit distribution by banks
to the public is a program implemented by banks to benefit from the interest charged to
people who apply for credit to banks. Loans that are distributed to the community are
smooth installment payments and have problems in paying their installments to banks.
According to Ismail (2010), the condition where debtors have problems in paying their
credit installments at the bank is Non-Performing Loan (NPL). So that the ratio used to
measure bank debtors' loans that are less current and stuck from due payments uses
the Non-Performing Loan (NPL) indicator.

Previous research on the effect of NPLs on profitability value has inconsistent results.
Research conducted by Rahmayani and Anggraini (2021) states that NPLs have a
negative effect on profitability value. Different research by Saputri and Supramono
(2021) states that NPLs have a positive effect.

The second variable in this profitability study is the Bl Rate. The Bl rate is the Bank
Indonesia policy interest rate which is the monetary policy stance set by Bank Indonesia.
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The Bl rate policy is determined through the Board of Governors Meeting every month.
The Bl rate decision set through the Bank Indonesia Board of Governors Meeting will be
informed to the public and serve as a reference for the benchmark lending rate (Raharjo
and Elida, 2015).

Previous research on the influence of Bl rate on profitability value has inconsistent
results. Research conducted by Anindya et al. (2022) states that the Bl rate has a
negative effect on the profitability value. Meanwhile, according to research by Nugraha
and Manda (2021), the Bl rate has a positive effect on the profitability value.

The third variable of profitability research is inflation. Inflation itself is a tendency to
increase the price of goods and services in general and lasts continuously (Natsir, 2014).
Previous research on the effect of inflation on profitability value has inconsistent results.
Research conducted by Adyatmika and Wiksuana (2018) states that inflation has a
negative effect on the value of profitability. Meanwhile, Dithania and Suci's (2022)
research on the influence of inflation has a positive effect on profitability value.

The fourth variable in this study is the Loan to Deposit Ratio (LDR). The LDR ratio
indicates the amount of creditor funds in the bank that are channeled to the demand and
needs of bank credit applications by the public. The higher the LDR ratio percentage
value, it shows that the bank is able to optimize the funds entrusted by creditors to
distributed to various credit programs to the community. The profit from the interest on
loan repayments from the public will increase the profit or profitability value of the bank
(Rahmawati et al., 2021). Previous research on the effect of LDR ratio on profitability
value has inconsistent results. Research conducted by Pratama et al. (2021) stated that
the LDR ratio has a positive effect on profitability value. Meanwhile, the research of
Pinasti and Mustikawati (2018) states that the LDR ratio has a negative effect on the
profitability value.

The last variable in this study is the size of the company. The size of the company here
is an overview of the scale and capacity of a business entity. Company size or firm size
is a measurement to divide and group the size of a company through calculation with
total company assets, total company, company share value and so on (Hery, 2017).

The profits generated by banks on a national scale are different from banks whose scale
is only limited to provinces or banks whose coverage scale is only at the city/district level.
Previous research on the influence of company size on profitability value had
inconsistent results. Research by Saputri and Supramono (2021) states that company
size has a negative effect on profitability value. Meanwhile, research and Suardhika
(2021) stated that company size has a positive effect on profitability value.

LITERATURE REVIEW

The signaling theory was first presented by Spence (1973) which explains that the
sender (owner of information) provides a signal or signal in the form of information that
reflects the condition of a company that is beneficial to the stakeholder.

According to Fitrianingsih and Triyanto (2020) that signal theory is useful explains the
timeliness in submitting audited financial statements to the public. So that from this
information, the public and especially stakeholders get signals related to information
about the company's financial performance.
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The stakeholders who have interests are the government represented by the Financial
Services Authority (OJK) which has the task of being a supervisory institution for banks
and non-bank institutions engaged in the financial sector. The supervisory function of the
OJK aims to ensure that banks and non-bank financial institutions in carrying out their
business in accordance with good corporate governance and do not harm the public.
The supervisory measuring tool of the performance of the banking sector used by the
OJK is the financial statements reported by banks every year.

Some of the information in the financial statements used to measure the bank's financial
performance is the ratio to measure the bank's profit level, namely return on assets
(ROA). To measure the performance of banks in managing public funds in distributing
credit funds, it can be seen from the ratio of loan to deposit ratio (Rivai dan Veithzal,
2006).

To assess the health condition of banks in the management of public credit funds,
namely the ratio non performing loan. This ratio measures the bank's ability to minimize
and reduce the risk of non-performing or bad loans (Putrianingsih and Yulianto, 2016).

Information in financial statements is also very important firm size or company size. The
larger the size of the company is reflected in the number of total assets owned recorded
in the financial statements. The influence of company size is in accordance with the
signal theory, namely the larger a company, the more interested investors are in
investing in large companies because they tend to make large profits (Putra and Widati,
2022).

All information sourced from financial statements is a signal that has an impact on the
perception of external parties regarding financial performance and the level of bank
health. So that the main indicator used as the basis for the assessment is the bank's
financial statements. Based on the financial statements, the value of financial ratios such
as LDR, Firm Size and NPL can be calculated. Financial Ratios serve as a way to
evaluate a company's financial condition and performance. The results of the financial
ratio calculation data can be used to assess the financial health condition of a company
which has a direct effect on the value of the Company's profitability (Hafsah, 2017).

In addition to the financial statements published by the company, there are other
indicators that are signals to control the profitability of the company, especially banks.
Signals related to the rise and fall of the Bl rate affect the profitability of banks. Bl rate
affects premium costs for credit and savings at banks (Dithania and Suci, 2022). Inflation
rate signals also have an effect on bank profitability. High inflation conditions have an
impact on the sluggish economy and high credit interest rates, thus having an impact on
the small number of credit applications by the public (Nadzifah and Sriyana, 2020).
Based on the problems that have been formulated and then associated with existing
theories, the hypotheses that can be taken are as follows:

[The Effect of Non-Performing Loans (NPLs) on Profitability]

NPL is a ratio used to measure a bank's ability to deal with the risk of non-performing
and bad loans from its debtors. The condition of banks with high NPL values has an
impact on the bank's performance and financial health. The higher the NPL value,
reflecting the high level of bad loans at the bank. This condition will reduce the bank's
profits obtained from the interest on customers' credit payments (Humairoh and
Agustina, 2022). The value of NPLs can have a positive impact on profitability if the
bank's intermediation expertise is successful and able to control the value of NPLs within
the threshold set by Bank Indonesia (Fajari and Sunarto, 2017). Previous research
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researched by Nurfitriani (2021), Emawati (2018), and Pinati and Mustikawati (2018)
explained that NPLs have a positive effect on profitability. Based on previous theories
and research, the research hypothesis is:

H1 = Non-Performing Loan (NPL) has a positive effect on Profitability

[The Effect of Bl Rate on Profitability]

According to Dewi (2018), the definition of Bl Rate is the monetary policy interest rate
set by Bank Indonesia and announced to the public. The Bl Rate is set by the Board of
Governors meeting and announced by the Board of Governors of Bank Indonesia. The
Bl rate policy is implemented in monetary operations carried out by Bank Indonesia
through liquidity management in the money market to achieve monetary policy
operational targets (Zulifiah and Wibowo, 2014).

The rising value of the Bl rate has an impact on lending rates and deposit rates at banks
have also increased. This condition has an impact on the increase in premium costs paid
by customers to banks. So that the increase in premium costs increases the bank's
profitability level (Sasmita et al., 2019). Previous research conducted by Dithania and
Suci (2022), Rizal and Humaidi (2019) and Sasmita et al. (2019) explained that the Bl
Rate has a positive effect on profitability. Based on previous theories and research, the
research hypothesis is:

H2 = Bl rate has a positive effect on Profitability

[The Effect of Inflation on Profitability]

Inflation is an economic phenomenon that reflects a continuous increase in the price of
goods. Inflation conditions in the event of a continuous price increase (Ayuni, 2020).
Inflation has a positive impact on profitability, if it can be controlled, then all interest rates
will rise to anticipate inflation so that the increase in income is faster than the impact of
inflation-affected operating costs (Sasmita et al., 2019). According to Dithania and Suci
(2022), an increase in the inflation rate is needed to encourage national economic
movements, especially after the Covid-19 pandemic. The increase in economic
movements, especially in the production and consumer sectors, is expected to
encourage credit applications to banks which will have an impact on increasing profits or
profitability at the bank. Previous research conducted by Handayani et al (2022), Dithania
and Suci (2022), and Anindya et al. (2022) explained that inflation has a positive effect
on profitability. Based on previous theories and research, the research hypothesis is:
H3 = Inflation has a positive effect on Profitability

[Effect of Loan Deposit Ratio (LDR) on Profitability]

According to Pratama et al. (2021), LDR is a ratio used to measure the ability of banks
to issue credit from public funds managed by banks. The LDR value reflects a signal
related to the amount of community funds that are distributed in the form of credit to the
community. The higher the LDR value, the higher the impact on the profit or profitability
obtained by the bank. The profits obtained by banks are supported by targeted credit
distribution, thereby minimizing the risk of bad loans which have an impact on high
profitability values (Widyastuti and Aini, 2021). The condition of a high LDR score and
targeted credit distribution provide a positive signal related to the high profitability value
of the bank. Previous research researched by Abdul Malik (2020), Widyastuti and Aini
(2021), and Humairoh and Agustina (2022) explained that LDR has a positive effect on
profitability. Based on previous theories and research, the research hypothesis is:

H4 = Loan Deposit Ratio (LDR) has a positive effect on Profitability
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[The Effect of Company Size on Profitability]

According to Law no. 20 of 2008 concerning company size criteria, company sizes are
classified into 4 categories, namely micro businesses, small businesses, medium
businesses, and large businesses. The classification of the size of the company is based
on the total assets owned and the total annual sales of the company. The size of the
company also has a great influence on the funding structure of a company. The larger
the value of the company's size, the easier it will be to gain investor confidence in getting
investment funds.

This condition has an impact on financial resilience and increased profitability that is
more stable than small companies (Nainggolan et al., 2022). Previous research
conducted by Naninggolan et al. (2022), Mulyani and Agustinus (2022), and Afiezan et
al. (2020) explained that company size has a positive effect on profitability. Based on
previous theories and research, the research hypothesis is:
H5 = Company Size has a positive effect on Profitability

[Effect of NPL, BI Rate, Inflation, LDR and Company Size on Profitability]

The profitability of a bank is influenced by several variables that come from internal
factors and external factors of the bank. The internal factors are the variables of Loan
Deposit Ratio (LDR), Non-Performing Loan (NPL), and Company Size. The variables
that are internal factors and have an impact on profitability are a reflection of the
performance of the bank and can be controlled by the bank. The external factors of banks
that affect profitability are the Bl rate and inflation. The variables contained in external
factors are influenced by stakeholder policies and economic phenomena that occur in
the community. These external variables cannot be controlled and controlled by the bank
but have an influence on profitability.

The previous research on profitability with its independent variable is LDR resulting in a
positive influence carried out by Humairoh and Agustina (2022). Previous research on
profitability with its independent variable of NPL produced a positive influence carried
out by Hediati and Hasanuh (2021). Previous research on profitability with its
independent variable is Bl rate, which produced a positive influence carried out by
Dithania and Suci (2022). Previous research on profitability with its independent variable
is that inflation produces a positive influence was carried out by Handayani et al (2022).
Previous research on profitability with the independent variable of company size
produced a positive influence carried out by Nainggolan et al. (2022). Based on previous
theories and research, the research hypothesis is:

H6 = NPL, Bl Rate, Inflation, LDR and Company Size have a positive and
simultaneous effect on profitability

RESEARCH METHOD

The research method used in this study is a quantitative method. The quantitative
method is a research that produces findings obtained using statistical procedures
(Sujarweni, 2014). The type of research used in this study is causal-comparative
research. According to Azwar (2017), causal-comparative research is a research that
aims to draw conclusions related to the existence or absence of a cause-and-effect
relationship between the variables studied. This type of research aims to observe the
consequences that have occurred and review the data to get the causative factors. The
comparative causal method in this study is to test the influence of non-performing loans,
Bl rate, inflation, /loan deposit rate, and company size on profitability. The quantitative
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method of this study uses data on the financial statements of conventional commercial
banks registered with the OJK for the period of 2019 to 2022.

NO Variable Measurement

1 Profitability ROA = Laba Bersih x100 %
Total Aset

2  Non Peforming Loan NPL =

(NPL) Total NPL (kurang lancar+l?lragukan+Macet) x100 %
Total Kredit

3 Inflation

4 Bl rate

5 Loan to Deposit Loan Deposit Ratio = x 100 %

Ratio (LDR) Jumlah Kredit Yang Diberikan

Total Modal + Total Dana Pihak ketiga

6 Company Size

RESULTS

Table 4.2 Results of Descriptive Statistical Analysis
Minimum Maximum  Rata-rata Std.Deviasi

TWO PEOPLE 0.04 4.67 1.8570 1.02267
NPL 0 8.14 2.7422 1.38975
Bl rate 3.52 5.63 4.3500 0.78585
Inflation 1.56 4.21 2.7100 1.01752
LDR 38.76 121.94 81.2008 16.06997
Company Size 29.20 35.23 31.3756 1.50763

Source : Data processed in 2024

Based on table 4.2, the results of the descriptive statistical analysis explained that the
average value (mean) of the ROA variable of commercial and conventional banks
registered with the OJK for the period 2019 to 2022 is 1.8570. The standard deviation
value of the variable of the company's value is 1.02267 where the value is smaller than
the average value (mean) shows that the variation in data is not very large. This can be
seen from the minimum value of the ROA variable of 0.04 owned by PT Bank Mayapada
in 2022. The maximum value of the variable company value is 4.67 owned by CitiBank
NA in 2019.

Average grade (mean) variable non performing loan commercial and conventional banks
registered with the OJK for the period 2019 to 2022 are 2.7422. Variable deviation
standard value non performing loan is 1.38975 where the value is less than the average
value (mean) indicates that the variation in data is not very large. This can be seen from
the minimum value of the variable non performing loan is 0 owned by Deutsche Bank
AG. in 2020. Maximum value of the variable non performing loan is 8.14 owned by PT
Bank BNP in 2021.

Average grade (mean) The Bl rate variable of commercial banks and conventional banks
registered with the OJK for the period 2019 to 2022 is 4.3500. The standard deviation
value of the Bl rate variable is 0.78585 where the value is smaller than the average value
(mean) shows that the variation in data is not very large. This can be seen from the
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minimum value of the Bl rate variable is 3.52 in the 2021 period. The maximum value of
the Bl rate variable is 5.63 in the 2019 period.

Average grade (mean) The inflation variable of commercial and conventional banks
registered with the OJK for the period 2019 to 2022 is 2.7100. The standard deviation
value of the inflation variable is 1.01752 where the value is smaller than the average
value (mean) shows that the variation in data is not very large. This can be seen from
the minimum value of the inflation variable is 1.56 in the 2021 period. The maximum
value of the inflation variable is 4.21 in the 2022 period.

The average value (mean) of the variable loan deposit ratio of commercial and
conventional banks registered with the OJK for the period 2019 to 2022 is 81.2008. The
standard deviation value of the loan deposit ratio variable of 16.06997 where the value
is smaller than the mean value shows that the variation in the data is not too large. This
can be seen from the minimum value of the variable loan deposit ratio of 38.76 owned
by PT Bank Multiarta in 2020. The maximum value of the variable loan deposit ratio is
121.94 owned by PT Bank ANZ in 2019.

The mean value of the variable size of commercial and conventional bank companies
registered with the OJK for the period 2019 to 2022 is 31.3756. The standard deviation
value of the inflation variable of 1.50763 where the value is smaller than the mean value
shows that the variation in the data is not too large. This can be seen from the minimum
value of the inflation variable of 29.20 owned by PT Bank Ganesha in 2019. The
maximum value of the firm size variable is 35.23 owned by Bank Mandiri in 2022 and PT
Bank Mandiri Taspen in 2022.

Unstandardized

Coefficients T Say.

Model B

Non performing loan -0.343 -20.111 0.000
Bl rate 0.094 2.830 0.005
Inflation 0.004 0.176 0.860
Loan deposit ratio 0.005 3.155 0.002
Company Size 0.108 6.983 0.000

DISCUSSION

[The effect of non-perforning loans on profitability]

Based on the results of the data analysis that has been carried out, it can be proven that
non performing loan negatively affect profitability. Non performing loan is a credit that is
classified into several categories, namely current loans, doubtful loans and bad loans
(Haryanai 2010). Non performing loan It is used as a method to measure the percentage
of non-performing and bad loans at banks due to customers who do not pay installments
smoothly.

According to the signal theory, the non-performing loan (NPL) ratio will have an impact
on OJK's policy on the revocation of bank operational licenses. If the NPL value is high
and exceeds the limit value of Bank Indonesia regulations, it can have an impact on
reducing the profit and bankruptcy of a bank. The results of this study support the
research of Rahmayani and Anggraini (2021), Fauziah (2021), Widyastuti and Aini
(2021), Maharani, Slamet and Rahman (2021), and Putri and Akmalia (2016), explaining
that non-performing loans (NPLs) have a negative effect on profitability.
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[The effect of Bl rate on profitability]

Based on the results of the data analysis that has been carried out, it can be proven that
the Bl rate has a positive effect on ROA. Bl rate is the monetary policy interest rate set
by Bank Indonesia and announced to the public (Dewi, 2018).

The Bl rate during the Covid-19 pandemic was lowered to reduce the burden of credit
interest and increase public interest in applying for credit. The increase in the value of
credit distribution in the community aims to move the wheels of the economy which had
been sluggish due to the Covid 19 pandemic. This increase in credit also has an impact
on positive signals to increase bank profitability. The results of this study support the
research of Dithania and Suci (2022), the research of Rizal and Humaidi (2020), and the
research of Sasmita et al. (2019) explaining that the Bl rate has a positive effect on
profitability.

[Effect of Inflation on profitability]

Based on the results of the data analysis that has been carried out, it can be proven that
inflation has no effect on ROA. Inflation is an economic phenomenon that reflects a
general and continuous increase in the price of goods (Ayuni, 2020). Inflation has no
effect on ROA because the inflation rate in the period 2019 to 2022 is still within safe and
controlled limits.

These results support previous research conducted by Taufiqurrasyid and Diana (2023),
Komalasari and Manda (2021), and Khumairoh (2021) explaining that inflation has no
effect on profitability.

The effect of the loan deposit ratio on profitability |

Based on the results of the data analysis that has been carried out, it can be proven that
the loan deposit ratio (LDR) has a positive effect on profitability. According to Pratama
et al. (2021). LDR is a ratio used to measure the ability of banks to issue credit from
public funds managed by banks. The condition of a high LDR score and targeted credit
distribution provide a positive signal related to the high profitability value of the bank.
Previous research researched by Abdul Malik (2020), Widyastuti and Aini (2021), and
Humairoh and Agustina (2022) explained that the loan deposit ratio has a positive effect
on profitability.

[The effect of company size on profitability]

Based on the results of the data analysis that has been carried out, it can be proven that
the size of the company has a positive effect on profitability. According to signal theory,
the influence of company size on the profitability level of banks is supported by the ability
of bank resources, especially capital and the number of customers owned by banks to
expand their business expansion with the aim of increasing their profitability level.

The size of the company also has a great influence on the funding structure of a
company. The larger the value of the company's size, the easier it will be to gain investor
confidence in getting investment funds. This condition has an impact on financial
resilience and increased profitability that is more stable than small companies
(Nainggolan et al., 2022). Previous research conducted by Naninggolan et al. (2022),
Mulyani and Agustinus (2022), and Afiezan et al. (2020) explained that company size
has a positive effect on profitability.
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The effect of non-performing loans, Bl rate, inflation, loan deposit rate and company size]
on profitability.|

Based on the results of the data analysis that has been carried out, it can be proven that
there is a simultaneous relationship between non-performing loans, Bl rate, inflation, loan
deposit rate and company size on profitability. The correlation value in this study is in the
strong category with a percentage of 68.2%. In this study, the non-performing loan
variable had a significant negative effect with a sigma value of <0.005 and a negative
regression coefficient value. Then 4 3 independent variables, namely inflation, loan
deposit rate and company size, had a significant positive effect with a value of <0.005
and a positive regression coefficient value. The Bl rate variable had a positive effect was
insignificant with a sigma>0.005 value and a positive regression coefficient value.

Non-performing loans (NPLs) have a significant negative effect on profitability because
non-performing loans (NPLs) are the ratio of the value of current and bad credit levels of
a bank's customers. If the NPL value is high, this condition reflects that the credit of a
bank is not healthy because many customers fail to pay off their loans. So that it has an
impact on the additional costs that must be incurred by the bank to cover the margin
difference from the customer's failure to pay the loan, which has an impact on reducing
the bank's profitability.

The Bl rate has a positive effect on profitability. This condition is due to the fact that the
policy of setting the Bl rate has an impact on the rise and fall of the benchmark lending
rate and deposit interest at banks. When the Bl rate is expected to increase the public's
interest in productive credit, so that after economic conditions are stable and inflation
moves posotically and under control, the Bl rate is increased, which has an impact on
increasing the profitability value of banks.

Inflation has no effect on profitability where the results of this study show that inflation
has no impact on the profitability value (ROA) because the inflation rate from 2019 to
2022 is still within the safe limit set by Indonesian banks and the government. Inflation
conditions can still be controlled by the government to encourage the economy to
continue to move positively.

The loan deposit rate (LDR) has a positive and significant effect on profitability. The LDR
value reflects a signal related to the amount of community funds that are distributed in
the form of credit to the community. The higher the LDR value, the higher the impact on
the profit or profitability obtained by the bank. The condition of a high LDR score and
targeted credit distribution provide a positive signal related to the high profitability value
of the bank.

CONCLUSION

Based on the results of the research that has been carried out, it can be concluded that
the non-performing loan variable has a significance value of 0.000 < 0.05 and a
regression coefficient of -0.343. This explains that non-performing loans have a negative
effect on profitability (ROA).

The BI rate variable chooses a significance value of 0.005 < 0.05 and a regression
coefficient of 0.094. This explains that the Bl rate has a positive effect on ROA. So it can
be concluded that the hypothesis that states the Bl rate has a positive effect on
profitability (ROA).
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The inflation variable obtained a significance value of 0.860 > 0.05 and a regression
coefficient of 0.004. This explains that inflation has no effect on ROA. So it can be
concluded that the hypothesis that states inflation has no effect on profitability (ROA).

The loan deposit rate variable has a significance value of 0.002 < 0.05 and a regression
coefficient of 0.005. This explains that the loan deposit ratio has a positive effect on ROA.
So it can be concluded that the hypothesis that states the loan deposit ratio has a positive
effect on profitability (ROA).

The variable of company size has a significance value of 0.000 > 0.05 and a regression
coefficient of 0.108. This explains that the size of the company has a positive effect on
ROA. So it can be concluded that the hypothesis that states the size of the company has
a positive effect on ROA.

The relationship between the variables of non-performing loan (NPL), Bl rate, inflation,
loan deposit ratio (LDR) and company size on profitability simultaneously had a positive
effect where the correlation value was 68.2% This explains that the variables of non-
performing loan (NPL), Bl rate, inflation, loan deposit ratio (LDR), and company size
were only able to affect the company's value by 68.2% and the remaining 31.8% were
influenced by other variables.

LIMITATION

The results of this study have limitations, namely the banks selected in this study are
only commercial and conventional bank companies for the period 2019 to 2022, so it
needs to be developed for Islamic banks and non-bank financial institutions with the
renewal of the research year.

In this study, the adjusted R?*?“¢is only 0.682 which means that the variables of non-
performing loan (NPL), Bl rate, inflation, loan deposit rate (LDR) and company size are
only able to affect the company's value by 68.2% and the remaining 31.8% are influenced
by other variables.

On the basis of the research conclusions that have been described above, suggestions

can be given and are expected to be useful in the future. The suggestions are as follows:

1. For banks, especially commercial and conventional banks, the results of this study
can be used as one of the recommendations related to management policies to
increase profitability in facing economic challenges affected by the pandemic

2. For academics who will conduct further research to be able to add research samples
where research can be carried out on other types of banks and non-bank financial
institutions.

3. For further research, other independent variables can be added, namely Cost to
Income Ratio (CIR) and Operating Expenses to Operating Income (BOPO).
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