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Abstract

Banks are business entities that collect funds from the public in the form of deposits and
distribute them to the public. The phenomenon that occurs in weak foreign exchange
national private commercial banks operating in Indonesia is the poor performance of
banks in maintaining the principle of prudence to channel credit funds. Banks concentrate
credit on certain individuals or companies so as to encourage high credit risk and have an
impact on reducing the quality of productive assets. The purpose of this study was to
determine and analyze the effect of Capital Adequacy Ratio (CAR) and Non Performing
Loan (NPL) on Lending to Foreign Exchange National Private Commercial Banks listed
on the IDX 2014-2018. With a population of 23 companies, sample selection was carried
out by using purposive sampling method. This type of research itself is a type of quantitative
associative research, which is research that aims to determinea relationship between two
or more variables (dependent and independent variables), through data processing in the
form of numbers obtained through a study, in this study using secondary data in the form
of financial reports of foreign exchange National Private Commercial Bank companies in
2014-2018, then analyzed with several tests. The results showed partially that the Capital
Adequacy Ratio (CAR) had a significant effect on Lending, while Non Performing Loan
(NPL) had no significant effect on Lending. Simultaneously, the Capital Adequacy Ratio
(X1) and Non Performing Loan (X2 ) variables have a significant effect on Lending. Bank
management should pay more attention to information about the bank's financial
performance and other financial ratios that are useful as an illustration of how the
company's financial condition and analyze banking companies.
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INTRODUCTION

Today's modern global economy requires institutions that have a major role in improving
the economic development of a country. One of the financial institutions that have an
important role in the country's economy is banking.

According to (Law No. 10/1998) on banking states that a Bank is a business entity that
collects funds from the public in the form of deposits and distributes them to the public in
theform of credit and or other forms in order to improve the lives of many people. Thus,
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banks are part of financial institutions that have an intermediary function that bridges the
interestsof parties with excess funds (depositors or creditors) and parties who need funds
(borrowers or debtors). Parties with excess funds, both individuals, business entities,
foundations, and government agencies can deposit their excess funds in the bank in the
form of checking accounts, tabu-ngan, or time deposits according to their needs and
preferences.

One of the main activities of banking is to channel funds to people who need funds in the
form of credit or other forms. (Article 1 PBI No. 7/2/PBI, 2005) Article 1 PBI No. 7/2/PBl,
2005) states that credit is the provision of money or what can be equated, based on an
agreement or loan and borrowing agreement between a bank and another party which
obliges the borrower to repay his debt after a certain period of time with interest, taking
over bills inthe context of receivables activities, and taking over or buying credit from other
parties.

Banking companies included in Commercial Banks in Indonesia include Government
Banks (Persero), Foreign Exchange National Private Commercial Banks, Non-Exchange
National Private Commercial Banks, Regional Development Banks, Mixed Banks and
Foreign Banks. The bank used in the study is the Foreign Exchange National Private
Commercial Bank listed on the Indonesia Stock Exchange during the 2014-2018 period.
Foreign Exchange National Private Commercial Bank is a bank incorporated under
Indonesian law which part or all of its capital is owned by Indonesian citizens or Indonesian
legal entities which in its business activities can carry out transactions in foreign currencies
after obtaining approval from Bank Indonesia, including accepting deposits and providing
credit in foreign currencies including financial services related to foreign exchange.
Indonesia is currently experiencing economic development that is getting better.
Development cannot be separated from the role of the bank sector as an institution that
finances existing economic development. The existence of the banking sector as a sub-
systemin the economy of a country that has a quite important role, even in the daily life of
modern society can mostly involve the services of the banking sector. This is because the
banking sector carries out the main function as a financial intermediary between economic
units that are surplus funds, with economic units that lack funds.

The development of the banking sector in Indonesia is interesting to watch. The strength
of the banking system is an important requirement to ensure economic stability andgrowth.
Banks are the main part of the financial sector that survives in the midst of economic
conditions in Indonesia. Banking has a very vital role in achieving national goals related to
improving and equalizing people's lives (Pratiwi, 2012).

However, with the development of a good economy due to the role of banking, economic
units that are surplus funds, and economic units that lack funds will certainly look for
banking companies whose financial performance is good and can extend credit to economic
units that need funds, because credit is currently the main support in people's lives,
especially economicunits that lack funds. If a bank cannot extend credit, the banking
company is in a bad positionso that it can reduce the reputation of the banking company in
the community, and will certainly hamper the financial performance of the banking
company.

The problem of lending is a problem that banking companies really need to consider. A
bank will be doubted by economic units if banks cannot carry out their duties as institutions
that finance the economic development of society. Vice versa, economic units that request
surplus funds to banking companies must pay their obligations on time so as to reduce the
risks that will be experienced by banking companies, so that banking companies can carry
out their duties as institutions that finance the economic development of society. With
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smooth credit, banking companies can provide lending to economic units that are surplus
funds, because the greater the NPL, the risk and performance of credit activities will be
WOrse.

The phenomenon that occurs in weak foreign exchange national private commercial banks
operating in Indonesia is the poor performance of banks in maintaining prudential
principles for channeling credit funds. Banks concentrate their loans to certain individuals
orcompanies, which leads to high credit risk and a decline in the quality of earning assets.
The Financial Services Authority noted that the credit market share of private banks has
continued to decline since the last three years. This can be seen from OJK's Indonesian
banking statistics in December 2016. From the data, it can be seen that the market share
of private banks in credit since 2014, 2015, and 2016 amounted to 18%, 15% and 9.14% of
total banking micro credit, respectively. Finally, in December 2016, private banks recorded
a decline in microcredit disbursement of 30.64% year on year (yoy) to IDR 16.7 trillion.
This decline was higher than the decline in private bank microcredit in 2015 of 30.64% yoy.
Based on the recently published fourth quarter 2016 analyst meeting document, it appears
that almost all private banks experienced a decline in micro credit growth. (Kotan.co.id,
2016)

The slowing credit growth can be caused by supply factors, namely the unwillingness of a
bank to extend credit. The closure of a number of banks during the crisis is an important
lesson for existing banks because it means that the government acts decisively and does
not even hesitate to close those that have poor performance. Banks must be more careful
in determining the policies taken, especially in credit policy. Because credit policy is a
place for channeling the largest funds raised by banks, even banks do not want to extend
credit if the condition of the prospective debtor is not certain of its feasibility.
Management of its funds to issuers who are members of the capital market, this is
evidenced by the increasing number of companies listed on the Indonesia Stock Exchange.
The companies in the capital market are classified into several sectors including the
financial sector, agricultural sector, mining sector, miscellaneous industry sector, industrial
and chemical sector, consumer goods industry sector, property sector, infrastructure sector,
service trade and investment sector.

Overview

Capital Adequacy Ratio

Lukman Dendawijaya (2009: 121) states that: "CAR is a ratio showing how far all banking
assets that contain risk (credit, investment, securities) are financed from the bank's own
capital funds, in addition to obtaining funds from sources outside the bank, such as public
funds, loans and others".The formula for calculating CAR is as follows:

Capital Ad Ratio = ~odal - 00
apl a equacy atlo = ATMR X 0

Non Performing Loans

Darmawi (2012: 126) Stating that: "Non Performing Loans (NPL) include loans where the
borrower is unable to carry out the requirements of the credit agreement he has signed,
which is caused by various things so that it needs to be reviewed or the agreement changed.
Thus, there is a possibility that credit risk can increase. The formula for calculating NPL is
as follows:

_ Kredit Bermasalah

= 0,
NPL Total Kredit * 100%
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Lending

Article 8 Paragraph (1) of the Banking Law refers to the distribution of credit: "In providing
credit, commercial banks must have confidence based on in-depth analysis of the intention
and ability and ability of customers to repay their debts in accordance with what has been

Total loan disbursement = Ln (Total loans

agreed". The following is the formula for calculating credit disbursement:
Frame Of Mind

9
NPL

(X)2

s \
(X ) / Lendin

METHOD
Type Of Research

The type of research used in this study is causal associative. Causal associative research is
research that asks about the causal relationship between two or more variables. (Sugiyono,
2017: 62).

The method used in this research is quantitative method. Quantitative methods are methods
used to research on certain populations or samples, data collection using research
instruments, data analysis is quantitative or statistical, data analysis is quantitative /
statistical, with the aim of testing predetermined hypotheses. (Sugiyono, 2017: 11). The
calculation tool used is the IBM SPSS 25 program because it has been studied previously in
the statistical computing course.

Population And Sample

The population in this study were all companies in the mining sector companies listed on the
Indonesia Stock Exchange for the 2014-2018 period, namely 23 companies. Sampling in
this study was carried out by purposive sampling method. The samples used in this study
were 11 companies.

Data Types And Sources

The data source used in this research is secondary data. Secondary data is data obtained not
directly from the company. The data used are financial statements and closing stock prices
originating from the Indonesia Stock Exchange published by the company in 2014-2018
which can be accessed through the official website www.idx.co.id and www.investing.com.

Data Collection Method

The data collection method used is using the documentation method, because the data
collection method is carried out by collecting data obtained from literature sources related
tothe problem under study.
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Data Analysis Method

Multiple linear regression analysis is a study of variable dependence dependent (bound)
with one or more independent variables (explanatory / free) (Ghozali, 2018: 93). This
analysis is used to determine the effect of the independent variable (independent) on the
dependent variable.

RESULTS AND DISCUSSIONS

Classical Assumption Test

Multicolonierity Test

Multicolonierity testing aims to determine whether the regression model found acorrelation
between independent variables. To test the presence or absence of multicolonierity, it can
be seen from the tolerance inflation factor (VIF) value of eachindependent variable. If the
tolerance value > 0.10 and the VIF value < 10, it can be concluded that the regression model
is free from multicolonierity.

Coefficientsa
Collinearity Statistics

Model Tolerance VIF
1 CAR ,998 1,002
NPL ,998 1,002

a. Dependent Variable: LnY

From the test results above, it is proven that there is no multicolonierity between the
independent variables.

Multiple Regression Analysis Test

Coefficientsa

Unstandardized Standardized
Coefficients Coefficients
Model B Std.Error Beta t Sig.
1 (Constant) 2,662 ,062 43,094 ,000
CAR ,055 ,021 ,342 2,646 ,011

a. Dependent Variable: LnY
Source: Data processed SPSS output. 25 (2020)

Based on the multiple regression results above, the multiple linear regression analysis

equation is as follows: PK = 2.662 + 0.055 CAR - 0.011 NPL +e

1. The constant value (o) of 2.662 indicates that if the change in the CAR and NPL variables
isconstant or zero (CAR and NPL = 0) is considered constant, then the value of lending
IS 2.662.

2. The regression coefficient value of the Capital Adequacy Ratio (CAR) variable shows a
valueof 0.055 and is positive. Which means that if the value of the other independent
variables remains constant and CAR increases one time, lending (Y) will increase by
0.055. The coefficient is positive, meaning that there is a positive relationship between
CAR and Lending, the more CAR increases, the more lending will increase by 0.055.

3. The regression coefficient value of the Non Performing Loan (NPL) variable shows a
value of 0.011 and is negative. Which means that if the value of the other independent
variables is constant and NPL increases one time, lending (Y) will decrease by - 0.011.
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The negative coefficient means that there is a positive relationship between NPL and
lending, the more NPL increases, the more lending will decrease by - 0.011

F Test (ANOVA)
ANOVAa
Sum Mean
Model of Df Square F Sig.
Squares
Regression ,042 2 ,0211| 3,923 0260
Residuals 279 52 ,005
1 Total 322 54

a. Dependent Variable: LnY
b. Predictors: (Constant), CAR, NPL

Source: Data processed SPSS output. 25 (2020)

Based on the results of the data table above 4.12 simultaneous test (F test), it states that in
the table there is a calculated F value of 3.923> F table 3.17 and based on the significance
value of the F test for the effect of CAR and NPL simultaneously on lending, the probability
value is 0.026 <0.05. So it can be concluded that H3 which states that the Capital Adequacy
Ratio (CAR) and Non Performing Loan (NPL) together have a significant effect on
Lending.

Coefficient of Determination (R )2

Model Summaryb

Model R Adjusted Std. Error ofthe
R Square RSquare Estimate
1 ,362a 131 ,098 ,07331

a. Predictors: (Constant), CAR. NPL
b. Dependent Variable: LnY

Source: Data processed SPSS output. 25 (2020)

Based on the results of the data table 4.13, the coefficient of determination test (R?), it can
be seen that the magnitude of the value R? (R Square) in the moodel is obtained at 0.131 or
13.1%. This means that 13.1% of lending can be explained by each of the two independent
variables, namely Capital Adequacy Ratio (CAR) and Non Performing Loan (NPL), while
the rest(100% - 13.1% = 86.9%) is explained by other factors outside the model.

CONCLUSION

The research conducted by researchers aims to analyze the effect of Capital Adequacy

Ratio (CAR) and Non Performing Loan (NPL) on Lending at Foreign Exchange National

Private Commercial Banks for the 2014-2018 Period. The samples used were 11 bank

companies with5 years of research so that the samples used in the study were 55 samples.

based on the results of data analysis conducted by researchers, the results showed that:

a. The results showed that the Capital Adequacy Ratio (CAR) had a significant effect on
Lending at Foreign Exchange National Private Commercial Banks for the 2014-2018
Period.
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b. The results showed that Non Performing Loan (NPL) had no significant effect on
Lending at Foreign Exchange National Private Commercial Banks for the 2014-2018
Period.

c. The results showed that the Capital Adequacy Ratio (CAR) and Non Performing Loan
(NPL)together had a significant effect on Lending to Foreign Exchange National Private
Commercial Banks in 2014-2018.
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