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ABSTRACT 

This research intends to analyze the impact of liquidity risk, credit risk, loan-

to-deposit ratio (LDR), and bank size on the Financial performance of banks in 

Indonesia that are listed on the Indonesia Stock Exchange (IDX) from 2019 to 

2023. The sample includes 41 banks totaling 205 yearly observations. The 

analysis method utilized is panel data regression, which applies the Random 

Effect Model technique via Eviews 9.0 software. The findings indicated that 

liquidity risk, LDR, and bank size significantly influenced financial 

Performance, as represented by return on assets (ROA). In contrast, credit risk 

had a significant negative impact on ROA. These results suggest that managing 

liquidity, lending efficiency, and the size of bank assets are key elements in 

enhancing bank profitability. 
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INTRODUCTION  

Banks are crucial for a nation's economic development, as industrial growth would be 

challenging without funding strategies and initiatives (Akinselure et al., 2025). Nearly 

every facet of economic activity relies on banks as financial institutions capable of 

conducting or securing their operations. The effectiveness of banks can be evaluated via 

their financial Performance, which reflects their financial status during a specific timeframe 

and serves as the foundation for evaluating the banks' capability to gather and allocate funds 

to the public. Consequently, strong financial Performance is crucial for banks in executing 

their operations, as banks depend significantly on customer loyalty to maintain the 

utilization of their services (Karim et al., 2024) 

Financial Performance refers to the results of an evaluation of an entity's ability to 

manage its financial resources efficiently and sustainably. This measurement includes 

various aspects, such as profitability, liquidity, efficiency, and financial stability, that are 
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used to assess the extent to which the entity can manage assets and liabilities to minimize 

risks and achieve its financial objectives. Risks in managing assets and liabilities can 

significantly impact financial Performance, especially in maintaining a balance between 

income, operating expenses, and business sustainability in the long term. Some variables 

used in this analysis include Liquidity risk, Interest rate risk, Credit risk, Bank size, and 

Leverage (Akinselure et al., 2025). All these variables are independent and control indices 

compared with the dependent financial performance index, as measured by Return on Asset 

(ROA). 

Liquidity risk is one of the main challenges faced by financial institutions, especially 

banks. It is a condition in which banks face difficulties in meeting their short-term 

obligations, especially when customers withdraw their deposits suddenly. When a 

significant withdrawal demand occurs, the bank may not have sufficient liquid assets to 

fulfill it, which increases liquidity risk (Sifrain, 2025). Effective liquidity risk is essential 

to maintain financial stability and improve Performance. According to Akpotu., (2024) 

research, it positively influences financial Performance, especially regarding (ROA). This 

suggests that their financial Performance improves when banks can maintain good liquidity 

with high current and quick ratios. Contrary to Ambetsa Amira et al. (2023) research, it 

negatively influences banks' financial Performance, specifically (ROA). This indicates that 

banks that cannot manage liquidity well will experience a decrease in profitability. 

Interest rate risk is the risk arising from fluctuations in market interest rates that can 

affect the value of a financial institution or company's assets, liabilities and cash flows. 

Interest rate changes can significantly impact profitability and financial stability, especially 

for banks that act as financial intermediaries. Interest rate risk is a significant concern in 

banking risk management; changes in interest rates can affect net interest income and the 

economic value of a bank, which is related to its impact on profitability and stock returns 

in the banking sector. According to research by Ivansyah et al. (2025), it negatively 

influences financial Performance, namely (ROA), where fluctuations in interest rates can 

increase operating costs and reduce the efficiency of using bank assets. Contrary to research 

by Mega Berliana et al. (2025), interest rate risk positively influences financial 

Performance, and managing changes in interest rates will tend to earn higher profits. 

Credit risk is one of the main factors affecting the financial stability of banks, especially 

in uncertain economic conditions. High levels of credit risk, such as default risk and 

concentration risk, can lead to increased loan losses and decreased earnings. Effective credit 

risk mitigation strategies, such as diversification and collateral, are essential to minimize 

these risks and improve overall financial Performance. Thus, performance risk is critical to 

maintaining the stability and profitability of financial institutions (Anwulika Ogechukwu 

Scott et al., 2024). Research by Akinselure et al. (2025)  shows that credit risk positively 

influences financial Performance, so good credit risk management can improve the 

financial performance of banks. Performancenducted by Ukpong & Essien (2022)  found a 

positive relationship between credit risk and financial Performance. Contrary performance 

research conducted by Neupane & Sapkota (2025) shows that credit risk negatively 

influences financial Performance, which means performance increases in credit risk tend to 

reduce bank profitability. 

The loan-to-deposit ratio (LDR) is crucial to risk management and effective banking 

strategy. It represents the equilibrium between loans issued by banks and deposits gathered 

from clients. It also assesses how effectively the bank oversees its liquidity by comparing 

the overall loans extended with the total deposits obtained during a specific timeframe. A 

study by Beni et al. (2023) indicates that LDR positively impacts financial Performance. It 

is obsPerformancewhen the LDR ratio is at a suitable level, the Financial Performance of 

the banPerformancence. The findings from the study by Teruna Awaloedin and Apriyati 
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(2023) indicate that LDR positively affects financial Performance, suggesting that the 

bank's profit (ROA) will also increase. Unlike Amarasinghe (2022), research indicates that 

banks with a higher LDR can produce increased interest income. Nonetheless, if the LDR 

is excessively high and liquidity risk escalates, it will adversely affect (ROA). 

Bank size indicates a bank's total assets or operational scale, which is a crucial factor 

that can influence multiple facets of bank performance and functioning. The size of a bank 

can influence its capability to handle risk. A large bank size significantly contributes to 

enhancing banking profitability. Findings from Priharta & Gani (2023) indicate that the size 

of a bank positively influences its financial Performance. This indiPerformancebigger 

banks can take advantage of economies of scale, resulting in better financial outcomes. A 

study by Dahlan et al. (2023) indicated that the size of a bank is positively correlated with 

its financial Performance. 

Leverage Performancerstood is an instrument used to measure the extent of a company's 

dependence on creditors in financing its assets. A company with a high level of leverage 

greatly depends on external sources of funds to finance its assets. Conversely, companies 

with lower leverage prioritize using internal capital for asset financing. Therefore, the 

leverage level of a company reflects the extent to which the company is exposed to financial 

risks that may arise. Research by Billikusuma, C. A., Dimas, S., & Saputro, R. (2024) found 

that leverage positively influences financial Performance. The research (Fathmaningrum & 

Renaldo, 2024) shows that leverage positively affects financial Performance. In 

contraPerformancenion of Omri, N. A. E., Neffati, N., & Guenichi, H. (2024) shows that 

leverage hurts financial Performance. 

Based on Performance and the shortcomings of existing research, this study will 

examine "factors that influence financial performance in the Indonesian banking sector." 

This study includes a novel variable in the form of loan-to-deposit ratio (LDR), referring 

to previous research that shows that LDR positively impacts bank financial performance 

(Akinselure et al., 2025). This study makes a meaningful contribution to understanding the 

banking industry's dynamics, especially related to the impact of liquidity management on 

bank financial performance. This study extends the pre-existing theoretical discussion by 

building a regression model through panel data analysis, as well as using Return on Asset 

(ROA) as a leading indicator to quantitatively evaluate the impact of loan-to-deposit ratio 

(LDR) on bank financial performance (Sam et al., 2025).  

This study aims to examine the impact of liquidity risk, interest rate risk, credit risk, 

loan-to-deposit ratio, bank size, and leverage on bank financial performance to improve 

understanding of the factors that affect the stability and profitability of the banking industry. 

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

       Financial Performance  

Financial Performance involves analyzing the financial state of an organization. 

This encompasses the organization's capacity to fulfill financial commitments, oversee 

assets, and produce profits (Ahmad et al., 2024). Financial Performance refers to how 

effectively an organization, like a company or bank, manages its assets and liabilities to 

create revenue and profit (Winarto & Dewi, 2019). Financial reports offer a concise 

overview of information for management regarding decision-making; thus, analyzing 

financial performance reports is a vital resource for comprehending the company's 

financial status. One can examine the balance sheet and the income statement to determine 

if the company's operations are profitable (Moh). Zaki Kurniawan, 2017). Financial 

Performance is evaluated using Return on Assets (ROA), an indicator utilized as the 

primary gauge to evaluate banks' Financial Performance. Its Performance offers a direct 

view of the efficiency of assets in generating profits. ROA is determined by dividing net 
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income by total assets, offering insights into the profit generated from each unit of assets 

owned (Kyere & Ausloos, 2021).  

𝑅𝑂𝐴 =  
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠 
 

        Liquidity risk  

Liquidity risk refers to the potential that a bank or financial institution cannot 

promptly fulfill its short-term commitments without facing considerable losses from an 

inability to quickly access funds or liquidate assets without a depreciation in value 

(Alsharif, 2024). When banks issue substantial loans, the earnings produced by banks will 

likewise rise. Nonetheless, this situation can lead to issues if the bank cannot handle its 

liquidity to supply the funds that customers may need or withdraw. In this situation, the 

bank must guarantee that fund management does not result in a liquidity surplus or deficit. 

Banks that fail to manage their liquidity effectively face risks that can negatively impact 

their profitability (Tran et al., 2016). Liquidity risk has been identified as a crucial element 

in the banking system since it pertains to the risk that banks may be unable to meet the 

demands of depositors or finance asset growth when required (Cai & Zhang, 2017). 

Liquidity risk is assessed by the ratio of liquid assets to total assets, representing the 

proportion of a company's current or liquid assets to its total assets. This ratio indicates the 

degree to which the company possesses assets that can be quickly converted into cash to 

satisfy its short-term liabilities (Sifrain, 2025). 

𝐿𝑄𝑅 =
𝐿𝑖𝑞𝑢𝑖𝑑 𝐴𝑠𝑠𝑒𝑡 

𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑝𝑜𝑠𝑖𝑡𝑠
 

     Interest rate risk   

Interest rate risk refers to the danger encountered by banks or financial institutions 

stemming from changes in interest rates, which can influence the worth of their assets, 

liabilities, and earnings. Adjustments in interest rates can influence net interest margins, the 

market valuation of assets and liabilities, as well as the profitability levels of banks 

(Abdymomunov et al., 2023). When interest rates fluctuate, whether increasing or 

decreasing, it can significantly influence the worth of assets and liabilities owned by the 

institution and may be considerably impacted. Consequently, banks must establish strong 

risk management strategies to lessen the potential effects of interest rate risk, ensuring 

profitability and financial stability. Generally, interest rate risk presents considerable hurdles 

for banks in sustaining their market position (Arief et al., 2021). Interest rate risk is assessed 

by evaluating the ratio of interest income to the firm's total assets; this metric helps to 

identify the extent to which the company's assets produce interest income (Bello et al., 2024) 

𝐼𝑁𝑇 =
𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡
 

Suppose the value of this ratio is high. In that case, the company's dependence on interest 

income is greater, so changes in interest rates will have a greater influence on its financial 

stability and Performance. Conversely, if the Performance of this ratio is low, the company 

will be less dependent on interest income and tend to be more stable when interest rates 

change (Musiega et al., 2017).  

Credit risk  

Credit risk refers to the danger encountered by a financial entity when a borrower 

fails to repay or the possible loss for the bank if the borrower does not meet debt 

responsibilities on the Loan's due date (Saleh & Abu Afifa, 2020). Precise credit risk 

assessment enhances economic capital efficiency, ultimately influencing financial 

Performance by enabling performance differentiation between reliable and unreliable 
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borrowers in the banking sector. Financial institutions must guarantee that their borrowers 

meet their responsibilities to minimize potential losses from uncollectible loans that may 

result in insolvency (Аbu-Аlrop & Kokh, 2020). This implies that bank management must 

evaluate the borrower's financial situation before granting loans, avoid excessive 

dependence on collateral, and consider the bank's capacity to enforce penalties on 

borrowers. Credit risk is assessed through Non-Performing Loans (NPL), which indicates 

lending risk by calculating non-performing loans as a fraction of the total loans granted 

(Karim et al., 2024). 

𝐶𝑅 =
𝑁𝑃𝐿

𝑇𝑜𝑡𝑎𝑙 𝐿𝑜𝑎𝑛𝑠 
 

A higher NPL value indicates poorer credit quality for the bank, signifying an increase in 

non-performing loans and resulting in losses. On the other hand, a decrease in NPL 

corresponds to an increase in the bank's profit or profitability. Consequently, non-performing 

loans serve as a measure to assess credit risk and reflect the quality of banks' credit portfolios 

to borrowers (Yüksel et al., 2017). 

Loan-to-deposit ratio  

The loan-to-deposit ratio (LDR) is a ratio that shows how much the bank uses 

customer deposit funds to provide loans to other parties (Akber & Dey, 2020). The loan-to-

deposit ratio (LDR) also illustrates banks' efficiency in utilizing public funds to provide 

loans. The high and low LDR values reflect the amount of credit disbursed, so if the LDR 

ratio increases, the number of installments issued will also increase, generating income for 

the bank (Agung Prayogi, 2022). Banks that face a situation where they are unable to fulfill 

obligations related to funds obtained from customers (illiquid) will have difficulty in gaining 

public trust to invest their funds, so operations in lending will be disrupted and have an 

impact on high and low levels of banking profitability (Yunita et al., 2022). The Loanloan-

to-deposit ratio (LDR) is measured by comparing total loans to total deposits owned by the 

bank; this shows that to assess the extent to which deposit funds are used for lending Karim 

et al.,(2024). 

𝐿𝐷𝑅 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑜𝑎𝑛 

𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑝𝑜𝑠𝑖𝑡
 

A high LDR indicates that the bank is actively lending, but deposit funds are insufficient to 

meet liquidity needs. Meanwhile, an LDR that is too low indicates that the bank has not 

maximally utilized the available funds.   

 

Bank size  

The size of a bank is a critical attribute for comprehending the extent of operations, 

which can aid in improved risk management (Boateng et al., 2025). Bank size refers to the 

magnitude of a bank, which total assets, overall sales, average sales levels, and average total 

asset levels can represent. The size of a bank is also connected to its capital adequacy. 

According to Saarah et al. (2023), a larger bank size enhances bank assets and financial 

capital, facilitating geographical expansion and the creation of new service offerings. Larger 

banks aim to generate capital with reduced transaction expenses to enhance profitability 

(Abiad et al., 2025). Big banks typically receive greater government protection since their 

failure would have a broader economic effect. According to research by Tashkandi (2022), 

the size of a bank is characterized by its total assets and capital ownership. 

𝑆𝐼𝑍𝐸 = 𝐿𝑜𝑔 𝑛 𝑡𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 
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Leverage  

Leverage refers to firms utilizing assets or funding sources with fixed costs (fixed 

expenditures). It measures the company's ability to handle debt to generate profits and repay 

it (Almasri et al., 2024). This is a crucial element influencing financial outcomes, as it can 

enhance profitability by boosting the company's capital for growth and expansion 

(Silambarasan & Jayanthan, 2024). In banking, the debt-to-equity ratio is crucial to 

assessing a bank's reliance on debt. When used judiciously, leverage can enhance financial 

results, but it should be balanced with robust risk management strategies to ensure lasting 

stability (Akinselure et al., 2025). This indicates that leverage is a ratio that assesses the 

extent to which the company's funding sources are supported by debt. Leverage is assessed 

by the debt-to-asset ratio, which contrasts total liabilities with the company's overall assets; 

this ratio indicates how much the company finances its assets via debt (Rahma, Ayumi, 

2020). 

𝐿𝐸𝑉 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 
 

In other words, the higher the ratio, the greater the company's dependence on debt, which 

means higher financial risk. Conversely, a low ratio indicates a more stable and healthy 

financial condition. 

Conceptual Framework 

Akinselure et al. (2025) research results show that liquidity risk positively impacts 

a bank's financial performance. Musiega et al. (2017) research shows that interest rate risk 

has a positive effect on ROA, in line with the results found by (Jaelani et al., 2024). The 

research findings of Akinselure et al. (2025)  also show that credit risk positively affects 

financial Performance, as found in Performance, 2019). According to the study of Ika 

Nurfitriani (2021), the loan-to-deposit ratio (LDR) has a positive effect on ROA, which is 

also supported by Parvin et al. (2019). Obeid'sObeid's (2023) research findings show that 

bank size positively affects financial Performance, which is Performance by (Nelly et al., 

2019). Based on a study by Iqbal & Javed (2017), leverage has a positive impact on financial 

Performance, with the Performance revealed by (Aymen et al., 2023). Based on the 

relationship between these variables, the conceptual framework in this study can be 

presented as follows: 

 

Figure 1: Conceptual Framework Chart 
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Hypothesis Development  

The effect of liquidity risk on Financial Performance 

Previous studies by Akinselure et al. (2025) indicate that liquidity risk adversely 

impacts financial Performance. Research Performance & Morawakage (2019) indicate that 

liquidity risk adversely impacts financial Performance, particularly with the findings of 

Jamal et al. (2023), which indicate that liquidity risk adversely affects financial Performance 

and Performance of liquidity can impede operational efficiency and profitability, ultimately 

resulting in reduced ROA for companies encountering these risks. Conversely, research by 

Landitha et al. (2024) indicates that liquidity risk positively influences financial 

Performance, highlighting that perceived liquidity can enhance (ROA). 

H1: Liquidity Risk Affects Financial Performance 

The effect of interest rate risk on Financial Performance 

Past research by Akinselure et al. (2025) indicates that interest rates positively 

influence financial Performance, specifically performing ROA. A study by Onyango and 

Kalunda (2023) revealed that interest rate risk positively affects the financial Performance 

of banks. iPerformanceis study aligns with the findings of (Sely Megawati Wahyudi Nona 

Lice Pota Buga, 2021), indicating that interest rates positively influence financial 

Performance as assessePerformancehis indicates that as interest rates rise, bank earnings 

also rise, potentially boosting ROA in contrast to the findings of Hanantijo & Respati (2018), 

which indicate that interest rate risk negatively impacts financial Performance. 

H2: InterPerformancesk Affects Financial Performance  

The effect of credit risk on financial Performance 

Performance research by Akinselure et al. (2025) showed that credit risk positively 

influences financial Performance as a measure of Performance, so it was found that good 

credit risk management can improve the financial performance of banks. 

Performancenducted by Sophie Malalu (2024) found that credit risk positively influences 

financial Performance in Kenya. In line with research conducted by Mayowa G. Ajao Ehi P. 

Oseyomon (2019), credit risk positively affects financial Performance, especially 

performance Assets (ROA). Increasing NPLs encourages banks to tighten credit risk 

management and increase loan loss reserves. This can improve the efficiency of managing 

non-performing assets and ultimately boost the bank's financial Performance. The opposite 

results, conducted by Chaibi (2016), show that credit risk hurts financial Performance, 

especially performance results indicating the importance of effective credit risk 

management in maintaining stability and financial Performance in banks. Performances 

have also found that higher credit risk hurts financial Performance (Jacob Akomeah et al., 

2020). An increase in the level of NPLs leads to higher provisioning costs, reducing bank 

profitability and overall financial stability. 

H3: Credit Risk Affects Financial Performance 

The Effect of Loan to deposits Ratio on Financial Performance 

According to previous research, Sam et al. (2025) show that loan ratio research 

positively affects financial Performance. The same research by PerformanceWijayanto et al. 

(2025) found that the loan ratio positively influences financial performance. Similarly, 

research conducted by Latif et al. (2022) states that LDR has a positive influence on financial 
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Performance. This demonstrates that capital structure and good liabilities will ensure that 

funds raised from deposits can be channeled productively without increasing the risk of 

excessive liquidity, which in turn affects a company's financial Performance. On the 

contrary, research by Amarasinghe (2022) shows that the loan ratio negatively affects 

financial Performance. Performance indicates that performances with higher LDR may face 

liquidity problems that can affect their profitability. In line with Obeidat et al. (2021), 

research states that the loan-to-deposit ratio (LDR) hurts financial Performance. This can 

Prevent the risk of default, increase the cost of loan loss reserves, and reduce net income, 

which impacts ROA. 

H4: Loan-to-deposit ratio affects Financial Performance 

The effect of bank size on Financial Performance 

Previous research by Akinselure et al. (2025) shows that bank size hurts financial 

Performance. Research Performance Eyigege (2018) found that bank size hurts financial 

Performance. Where the Performance of bank size is caused by a decrease in scale, 

indicating that larger banks may incur higher costs that outweigh the benefits of size, other 

studies have also found that bank size hurts financial performance because Performance 

may not consistently achieve better financial Performance compared to Performanceanks 

(Adabenege et al., 2015). Contrary to research conducted by Mulbah, K. T., Kurbonov, S., 

& Nasriddinov, B. (2024), bank size positively influences financial performance in banks. 

Performance shows that increased bank size can lead to increased efficiency and 

profitability. Other research related to the effect of bank size on Return on Assets conducted 

by Shawtari et al. (2018) found that bank size has a positive effect on ROA. 

H5: Bank Size Affects Financial Performance 

The Effect of Leverage on Financial Performance 

Performance by Akinselure et al. (2025) shows that leverage positively affects 

financial performance, particularly Performance through (ROA). This suggests that 

companies with higher leverage achieve better financial results. Research conducted by 

Laela Ardhana et al. (2024) found that leverage positively affects financial Performance. 

Other research conducted by Nazar Suhada and Ramdhan Ryanto (2025) shows that 

leverage positively affects financial performance because high leverage can utilize taxes 

from debt interest and increase profits and company value. In contrast, Parashtiwi's (2023) 

research shows that leverage hurts financial Performance. The analyPerformancehat 

leverage hurts (ROA) because higher debt leads to lower financial Performance. In line 

performance conducted by Deden Kurniawan and Samhaji (2020) said that leverage hurts 

financial Performance because iPerformanceverage causes companies to bear higher interest 

costs and increases the risk of default, ultimately reducing profits and the effectiveness of 

asset management. 

H6: Leverage Affects Financial Performance 
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RESEARCH METHODS 

The research design employed in this study is hypothesis testing, which seeks to 

evaluate the impact of independent variables, including liquidity risk, interest rate risk, credit 

risk, and loan-to-deposit ratio, along with control variables like bank size and leverage, on 

the dependent variable, financial performance (ROA). The study utilizes qualitative data, 

gathering information through secondary data collection methods. The information is 

obtained from the Indonesia Stock Exchange site (www.idx.co.id) and each company's 

individual websites. The study's sample comprises 205 financial statement periods, including 

41 banking firms over 5 years (2019-2023). The analytical approach in this research employs 

panel data regression and utilizes Eviews 0.9 software for the analysis 

The following are the steps for testing the regression model in this study: 

Chow Test 

The Chow Test results can yield two possible results: a common effect or a fixed effect. 

This study can use the Chow test to determine which model is more effective and acceptable. 

The Chow test is based on two hypotheses: the null hypothesis that there is no individual 

heterogeneity and the alternative hypothesis that there is cross-sectional heterogeneity. 

The formulation of the Chow test is as follows: 

H0: Common Effect Model 

H𝑎: Fixed Effect Model 

Decision: 

If the cross-section probability figure of Chi-square ≥ 0.05 (alpha 5%), then H0 is accepted. 

If the cross-section probability number of Chi-square < 0.05 (alpha 5%), then H0 is rejected. 

 Based on the Chow Test results, Prob. Cross-section Chi-square of 0.0000 < 0.05 so 

that H0 is rejected (H𝑎 is accepted), and it can be concluded that the right model to use is the 

Fixed Effect Model. 

Hausman Test 

There are two possible Hausman Test results: random and fixed effects. The Hausman 

test can be used in this study to determine which model is more accurate and better. It also aims 

to determine each model's characteristics and whether it has heterogeneity. 

The formulation of the Hausmann test is as follows: 

H0: Random Effect Model 

H𝑎: Fixed Effect Model 

Decision: 

If the random cross-section probability number is≥ 0.05 (alpha 5%), then H0 is accepted. This 

means that the correct model is the Random Effect Model. 

If the Random cross-section probability number < 0.05 (alpha 5%), then H0 is rejected. This 

means that the right model is the Fixed Effect Model. 



Accounting Profession Journal (APAJI), Vol. 7 No 2, Bulan Juli 2025 

46 

 

Based on the results of the Hausman Test, a Prob. A cross-sectional random of 0.2062 

> 0.05 is obtained, so H0 is accepted (H𝑎 is rejected), and it can be concluded that the right 

model to use is the Random Effect Model. 

Lagrange Multiplier Test 

The Lagrange Multiplier test aims to determine the more appropriate model between 

the common and random effects. The hypothesis in the Lagrange Multiplier Test can be stated 

as follows: 

H0: The correct model is a common effect 

H𝑎: The correct model is a random effect 

Decision:  

If the cross-section probability of Breusch-Pagan < 𝛼 0.05, H0 is rejected. H𝑎 is accepted, and 

the random effect is the most appropriate model.  

If the cross-section probability of breach-pagan> 𝛼 0.05, H0 is accepted. H𝑎 is rejected, and 

the most appropriate model is the common effect. 

Based on the Lagrange Multiplier Test, the results show that the cross-section 

probability value of breach-pagan is 0.0031 < 0.05. That is, the decision obtained is H0 is 

rejected (H𝑎 is accepted), so the model used is a random effect. 

Data Analysis Methods 

Test Coefficient of Determination (𝐀𝐝𝐣. 𝐑𝟐) 

This test aims to determine the extent to which the independent variable is able to 

explain the dependent variable in a model. The test results of the coefficient of determination 

are indicated by the Adjusted R2 value of 0.156892, which means that the variation or behavior 

of the independent variables, namely liquidity risk, interest rate risk, credit risk, Loan-to-

deposit ratio, bank size and leverage, can explain the variation of the dependent variable (ROA) 

by 15.6892% while the remaining 84.3108% is the variation of other independent variables 

that affect ROA but are not included in the model. 

Simultaneous Test (F Test) 

This test is used to test whether the independent variable has a significant influence on 

the dependent variable simultaneously. If the sig of the F Test <  0.05 means that 

simultaneously, the independent variable influences the dependent variable, the regression 

model is feasible. If the sig of the F Test > 0.05 means that the independent variables do not 

influence the dependent variable simultaneously, the regression model is unsuitable. The F 

statistical test measures the sample regression function in estimating the actual value 

(Goodness of Fit). The F test in this study uses a significance level of 5%.  

Based on the results of the F test processing, the p-value of F is 0.000000 < 0.05, which 

means that H0 is rejected (H𝑎 fails to be rejected / H𝑎 is accepted), so it can be concluded that 

it is proven that there is at least one independent variable that has a significant effect on the 

dependent variable. 
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RESULTS AND DISCUSSION  

Descriptive Statistical Analysis 

The results of descriptive statistical analysis of the Return on Asset (ROA) variable 

obtained a maximum value of 0.041398, which was achieved by PT Allo Bank Indonesia Tbk 

(BBHI) in 2021, and a minimum value of -0.180577, which was obtained by PT Bank Raya 

Indonesia Tbk (AGRO) in 2021. The average ROA value of 0.004977 is smaller than the 

standard deviation of 0.022056, indicating that the data distribution is quite varied. This 

indicates a large deviation from the average value, mainly due to several negative extreme 

values. 

The results of descriptive statistical analysis of the liquidity risk (LQR) variable 

obtained a maximum value of 0.054752, which was achieved by PT Krom Bank Indonesia Tbk 

(BBSI) in 2021, and a minimum value of 0.000216 by PT Bank Mega Tbk (MEGA) in 2023. 

The average value of LQR is 0.013276, greater than the standard deviation of 0.009686. This 

indicates that the data is homogeneous with a relatively small spread of values, although some 

extreme outliers exist. 

The results of descriptive statistical analysis of the interest rate risk variable (INT), the 

maximum value of 0.225265 was obtained by PT Bank Amar Indonesia Tbk (AMAR) in 2023, 

and the minimum value of 0.020154 was obtained by PT Bank KB Bukopin Tbk (BBKP) in 

2022. The average value of INT is 0.068788, much greater than the standard deviation of 

0.025565. This indicates that the data is relatively homogeneous, even though there is jarrah 

between banks in managing interest income. The spread is not too deviant since the mean value 

is still significantly above the standard deviation. 

The results of descriptive statistical analysis of the Credit risk (CR) variable show that 

PT Bank Pembangunan Daerah Banten Tbk (BEKS) obtained the maximum value of 0.284287 

in 2020 and the minimum value of 0.0000236 by PT Bank Neo Commerce Tbk (BBYB) in 

2022. The average CR of 0.033557 is greater than the standard deviation of 0.030216, 

indicating that the data is relatively homogeneous, although some extreme values indicate the 

existence of banks with very high credit risk. 

The results of descriptive statistical analysis of the loan-to-deposit ratio (LDR) variable 

show that PT Krom Bank Indonesia Tbk (BBSI) obtained the maximum value of 4.836969 in 

2023 and the minimum value of 0.016735 by PT Bank Mega Tbk (MEGA) in 2023. The 

average LDR value of 0.881258 is greater than the standard deviation of 0.536557, indicating 

that the LDR data is relatively homogeneous, with a fairly consistent distribution of values 

among banks. 

The results of descriptive statistical analysis of the bank size variable (SIZE) have a 

maximum value of 35.31545 owned by PT Bank Mandiri Tbk (BMRI) in 2023 and a minimum 

value of 27.58365 by PT Krom Bank Indonesia Tbk (BBSI) in 2019. The average SIZE value 

of 31.46036 is greater than the standard deviation of 1.760862, indicating that the size of the 

banks in the sample is relatively homogeneous. However, there is a gap between large banks 

and small banks. 

The results of descriptive statistical analysis of the Leverage variable (LEV) show a 

maximum value of 8.563277 achieved by PT Bank Pembangunan Daerah Jawa Timur Tbk 

(BJTM) in 2023 and a minimum value of 0.074918 obtained by PT Krom Bank Indonesia Tbk 

(BBSI) in 2022. The average value of LEV of 0.821611 is greater than the standard deviation 

of 0.560854, indicating that the leverage data is relatively homogeneous with a spread of values 
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that does not deviate too much. Although there are banks with very high leverage, the leverage 

value between banks generally shows good consistency. 

Table 3. Descriptive Statistics 

 ROA LQR INT CR LDR SIZE LEV 

 Mean  0.004977  0.013276  0.068788  0.033557  0.881258  31.46036  0.821611 

 Median  0.006625  0.010854  0.063733  0.026559  0.810594  30.94107  0.823319 

 Maximum  0.041398  0.054752  0.225265  0.284287  4.836969  35.31545  8.563277 

 Minimum -0.180577  0.000216  0.020154  2.36E-05  0.016735  27.58365  0.074918 

 Std. Dev.  0.022056  0.009686  0.025565  0.030216  0.536557  1.760862  0.560854 

 

Individual Test (T-Test) 

This test is conducted to determine whether each independent variable significantly 

affects the dependent variable. The criteria for taking is if the sign of the T-test < 0.05, then H0 

is rejected, meaning that the independent variable influences the dependent variable. If the sign 

of the T-test> 0.05, then H0 is accepted, meaning that the independent variable does not 

influence the dependent variable. 

The effect of liquidity risk on Financial Performance 

Based on the results of the analysis of the effect of the liquidity risk variable on 

Financial Performance (ROA), the estimated coefficient value is 0.371726 with a probability 

of 0.0314 > 0.05, which means that H0 is accepted (Ha is rejected), so it can be concluded that 

liquidity risk is proven to have a significant positive effect on ROA. This is in line with research 

conducted by Yua (2020), which found that liquidity risk positively and significantly affects 

financial performance ROA. This shows that banks can maintain sufficient liquid funds without 

sacrificing profitability. With efficient liquidity management, banks can fulfill short-term 

obligations while remaining focused on lending by generating income to increase financial 

performance. The results of this study are not in line with those put forward by Akinselure et 

al. (2025), who said liquidity risk has a negative and significant effect on financial performance 

(ROA). Liquidity risk has a negative influence due to asset-liability imbalances, high NPLs, 

failure to meet operational obligations and decreased customer confidence. Preventing this can 

require optimizing LDR, strengthening liquid reserves, and close supervision of credit quality. 

The effect of interest rate risk on Financial Performance 

 Based on the results of the analysis of the effect of interest rate risk variables on 

financial Performance (ROA) has an estimated coefficient value of 0.055293 with a probability 

of 0.3728 > 0.05, which means that H0 is accepted (H𝑎 is rejected), so it can be concluded that 

interest rate risk is proven not to affect ROA. This is in line with research conducted by 

Rafiuddin (2016), which found that interest rate risk does not affect financial performance 

ROA. This may be due to sound risk management by banks or other external factors that are 

more dominant so that fluctuations in interest rates do not majorly impact bank profitability in 

the study period. The results of this study are not in line with those proposed by Akinselure et 

al. (2025), which state that interest rate risk has a positive and significant effect on financial 

performance (ROA). This means that bank profits also increase if interest income increases and 

interest expense does not increase drastically. This shows that the bank's strategy for managing 
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interest income and expenses is crucial. The better the interest management, the greater the net 

profit that can be generated from each Asset the bank owns. 

The effect of credit risk on financial Performance 

 Based on the Performance of the analysis of the effect of credit risk variables on 

financial Performance (ROA), the estimated coefficient value is -0.202981 with a probability 

of 0.0001 < 0.05, which means that H0 is rejected (H𝑎 is accepted), so it can be concluded that 

credit risk is proven to have a negative and significant effect on ROA. This aligns with research 

conducted by Neupane and Sapkota (2025), which found that credit risk has a negative and 

significant effect on financial performance. Consequently, increases, and banks should be able 

to allocate more funds to loan loss reserves, which reduces net income. This study shows that 

any increase in NPLs can significantly reduce the bank's ROA, indicating a decrease in 

financial Performance. The resulPerformancestudy are not in line with those put forward by 

Akinselure et al. (2025), who said credit risk has a positive and significant effect on financial 

performance (ROA). CrePerformance is a situation where effective credit risk management can 

produce positive results by increasing interest income, customer confidence, and 

responsiveness to economic policies, which are important factors in creating a positive 

influence of credit risk on financial Performance. 

The effecPerformanceo-deposit ratio on Financial Performance 

Based on the results of the analysis of the effect of the Loan to deposit ratio variable on 

Financial Performance (ROA), it has an estimated coefficient value of 0.006251 with a 

probability of 0.0266 < 0.05, which means that H0 is rejected (H𝑎 is accepted), so it can be 

concluded that LDR is proven to have a positive and significant effect on ROA. This study's 

results align with those put forward by Sam et al. (2025), which says that the Loanloan-to-

deposit ratio positively affects financial performance (ROA). This means that the greater the 

funds channeled in the form of loans, the greater the potential profit the bank can get from its 

assets. This shows that credit becomes the bank's main productive Asset, where the higher LDR 

means that the bank uses funds efficiently to generate interest income. This will increase profits 

and, of course, ROA. 

The effect of bank size on Financial Performance  

Based on the results of the analysis of the effect of bank size variables on financial 

Performance (ROA), it has an estimated coefficient value of 0.002398 with a probability of 

0.0250 < 0.05, which means that H0 is rejected (H𝑎 is accepted), so it can be concluded that 

bank size is proven to have a significant positive effect on ROA. This aligns with research 

conducted by Adewale et al. (2023) that shows that bank size has a positive and significant 

effect on ROA. This means that larger banks benefit from economies of scale, increased market 

power, and greater diversification, which leads to increased profitability. The results of this 

study are not in line with those conducted by Akinselure et al. (2025), who said bank size has 

a negative and significant effect on financial performance (ROA). Large banks often face 

challenges in managing their assets efficiently, such as complexity, leading to slow or less-

than-optimal decision-making, thereby increasing the risk of bad debts or unprofitable 

investments. As a result, ROA decreases due to increased operating costs and losses from non-

performing assets. 
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The effect of leverage on financial Performance 

Based on the performance of the analysis of the effect of the leverage variable on 

Financial Performance (ROA), it has an estimated coefficient value of -0.001229 with a 

probability of 0.6040 > 0.05, which means that H0 is accepted (H𝑎 is rejected), so it can be 

concluded that leverage is proven not to affect ROA. This aligns with research conducted by 

Zuliana Zulkarnaen (2018), which found that leverage does not affect ROA financial 

performance. This can be caused by effective debt management and other factors, such as 

operational efficiency, that are more influential in determining the company's financial 

Performance. The resulPerformancestudy are not in line with those put forward by Akinselure 

et al. (2025), which says that leverage positively affects financial performance (ROA). This 

means that the greater the level of leverage owned by the bank, the greater the possibility of 

improving financial Performance. This shows that using borrowed funds effectively in the 

bank's operational or investment activities can increase profits as long as the debt management 

is carried out optimally. 

Table 4. T Test (Partial Test) 

Variable Coefficient Prob. Results  Conclusion  

LQR 0.3717 0.0314** 

Positively 

affected 

Significant positive on 

ROA 

INT 0.0552 0.3728 

Positively 

affected 

Insignificant positive 

on ROA 

CR -0.2029 0.0001** 

Negatively 

affected 

Significant negative 

on ROA 

LDR  0.0062 0.0266** 

Positively 

affected 

Significant positive on 

ROA 

BSIZE 0.0023 0.0250** 

Positively 

affected 

Significant positive on 

ROA 

LEV -0.0012 0.6040 

Negatively 

affected 

Insignificant negative 

on ROA 

Source: Data Processed (2025) 

Research Regression Model 

The panel data regression model used by previous research by Akinselure et al. (2025) 

can be written as follows: 

𝐑𝐎𝐀𝒊𝒕 = -0.076877 + 𝟎. 𝟑𝟕𝟏𝟕𝟐𝟔𝐋𝐐𝐑𝒊𝒕+ 𝟎. 𝟎𝟓𝟓𝟐𝟗𝟑𝑰𝑵𝑻𝒊𝒕 - 𝟎. 𝟐𝟎𝟐𝟗𝟖𝟏𝐂𝐑𝐑𝒊𝒕+  

                𝟎. 𝟎𝟎𝟔𝟐𝟓𝟏𝐋𝐃𝐑𝒊𝒕 + 𝟎. 𝟎𝟎𝟐𝟑𝟗𝟖𝐁𝐤𝐒𝐙𝒊𝒕 - 𝟎. 𝟎𝟎𝟏𝟐𝟐𝟗𝐋𝐄𝐕𝒊𝒕 

Description: 

β = Constant 

β1−6 = Coefficient 

ROA = Return On Asset  

LQR = Liquidity risk  
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INT = Interest rate risk  

CRR = Credit risk  

LDR = Loan to deposit ratio  

BkSZ = Bank size   

LEV = Leverage   

i = Intercept 

t = Period (Time) 

 

CONCLUSIONS 

Based on the results of the tests carried out, the following conclusions are obtained: 

1. Liquidity risk variables positively and significantly affect financial Performance. 

2. The InterePerformancek variable has a positive and insignificant effect on financial  

    Performance.  

3. Credit risk variables negatively and significantly affect financial Performance. 

4. The loPerformanceit ratio variable has a positive and significant effect on financial  

     Performance. 

5. Bank size variable positively and significantly affects financial Performance. 

6. The lePerformanceable has a negative and insignificant effect on financial Performance. 

 

IMPLICATIONS 

 Performance of the research findings: There are benefits that can be obtained from the 

power of financial managers and investors as a consideration when making decisions. Some of 

the impacts achieved include the following: 

a. For Financial Managers 

This research has made important contributions to financial managers in 

understanding the influence of liquidity risk, credit risk, loan-to-deposit ratio, and bank 

size on financial Performance. Financial performance tends to minimize liquidity risk 

because the results show that the lower the liquidity risk, the higher the bank's ability 

to maintain operational stability and profitability. Credit risk must also be taken 

seriously because it is proven to have a significant adverse effect on ROA, so managers 

need to tighten the process of granting credit and supervising debtors so as not to cause 

non-performing loans. In addition, the loan-to-deposit ratio, which has a significant 

positive effect, shows that optimal lending can improve financial Performance, so there 

Is a balance between funds raised and distributed. Bank size, which has a significant 
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positive effect, also shows that the larger the scale of bank assets, the greater the bank's 

opportunity to improve operational efficiency and profitability. 

 

b. For Investors 

This research can be a reference for investors when choosing a bank that is 

suitable for investment. Investors should choose banks that can manage funds and 

maintain financial stability, especially regarding liquidity risk and large bank size. 

Banks with low liquidity risk indicate that they can fulfill short-term obligations 

without tremendous financial pressure. In addition, investors need to be more cautious 

of banks with many non-performing loans, as this could worsen the bank's financial 

Performance in the future. The performance-to-deposit ratio is also worth noting, 

showing that the bank can utilize its available funds efficiently. Investors can make 

safer and more profitable investment decisions by considering these things. 

 

LIMITATIONS AND SUGGESTIONS 

 The results of this study still have some limitations that can be used as input for related 

parties. Bank management should pay more attention to factors such as liquidity risk, interest 

rate risk, credit risk, loan-to-deposit ratio, bank size, and leverage because they improve a 

bank's financial efficiency. For future researchers, it is recommended to research different 

sectors or periods so that the results obtained are more diverse and can find other factors that 

affect financial Performance more broadPerformancetion; it is hoped that future researchers 

will add another variable, namely the capital adequacy ratio, as research conducted by (Sam et 

al., 2025). The study states that a high CAR will improve financial Performance. 
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