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Abstract. The analysis of testing used multiple linear regression analysis. The population
used was banking companies listed in Indonesia Stock Exchange in the 2014-2018 period
and met the criteria of sample selection. The samples used were 23 companies. Data were
collected through secondary data collection in the form of company annual reports in the
2014-2018 period which were published in the Indonesia Stock Exchange. The research
hypothesis was tested by multiple linear regression that has met the classical assumption
test. The result of the analysis shows that Non-Performing Loans, Interest Rate Risk,
Loan to Deposit Ratio, Return on Assets have no significant effect on stock returns while
Capital Adequacy Ratio, Institutional Ownership, have a significant effect on stock
returns
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1. Introduction

Banks are one of the most important industries in the Indonesian economy. Banking
mediates between people who have excess funds and people who need funds . Banks in
business should always me ngedepankan customer confidence, w equivalent of k epercayaan
these clients is to ensure the smooth operation of the right of return will be accepted by the
customer appropriately and in accordance with the agreement that has been agreed by both
parties. Banks with low liquidity or bad returns will have a negative impact on the survival of
banks and the economic conditions of a country.

There are several economic situations in Indonesia where the impact was felt not only
on banks but also the state of the country at the time. The condition is k RISIS global financial
happened in the United States have an impact on developing countries including
Indonesia in 2008 . The global financial crisis caused a banking crisis. Weakening exchange
rates of several countries E merging Markets in 2013 .

The weakening of the exchange rate can lead to decreased liquidity and if this is not
anticipated to quickly feared the higher NPL ratio membahay and will certainly be the
performance of the bank. Poor economic conditions due to the global crisis make banks must
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be more sensitive to economic situations and conditions that are less supportive, there must be
a measurement or parameters used as a reference to assess the performance of the bank to the
fullest, so that banks can run healthily .

The bank soundness method is an important aspect that must be known by the bank and
its stakeholders . The level of soundness of a bank does not only reflect the financial
performance of banks, but also can reflect the performance of bank management . The higher
level of health of banks will berpenga r uh in return shares generated . Rate the level of health
of the bank consists of RGEC ( Risk Profile, Good Corporate Governance, Earnings,
Capital ) , where s ach component of RGEC is ra s io finance and corporate governance.

Formulation of the problem

Does the Non Performing Loan (NPL) negatively affect stock returns. (2) Does the
Interest Rate Risk (IRR) negatively affect stock returns. (3) Does the potentially negative
Loan To Deposit Ratio (LDR) (4) Does Institutional Ownership (Kl)have a positive influence
on stock returns. (5) Does Return on Assets (ROA) have a positive effect on stock returns. (6)
Does the Capital Adequacy Ratio (CAR) have a positive effect on stock returns

Research purposes

In accordance with the formulation of the problem, the purpose of this study is u ntuk
analyze the effect of non-performing loan (NPL) , Interest Rate Risk (IRR), Loan to Deposit
Ratio (LDR), Kepemilikan Institutional (K1), Return on Assets (ROA), and Capital Adequacy
Ratio (CAR) on banking sector stock returns .

2. Research Methods

2.1 Types of research

This type of research in this paper is a type of causal research, which aims to analyze
the Effect of RGEC Components ( Risk Profile, Good Corporate Governance, Earning,
Capital ) Against Stock Returns inthe Banking Sector Study on the Indonesia Stock
Exchange, the observation period from 2014 -201 8 .

2.2 Population and sample size

The population in the study amounted to 42 banking companies listed on the Indonesia
Stock Exchange during the study period, namely 2014-2018 . The method used to determine
the sample is a purposive sampling method, where the sample of the company is chosen based
on certain criteria in accordance with the objectives . The criteria used to select a sample are
as follows:
Banks listed (listed) on the Stock Exchange for the period 2014-2018

A new banking company listed (listing) on the Stock Exchange over the period 201 4
Banking companies experiencing delisting

Banking companies that experienced a merger

Banking companies that do splite

Banking companies whose financial performance (ROA) is negative.

The dependent variable in this study is stock returns . The independent variable in this
study consisted of: Non-Performing Loan (NPL), Interest Rate Risk (IRR), Loan to Deposit
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Ratio (LDR), Owners'| nstitusional (KI), Return on Assets (ROA), and the Capital
Adequacy Ratio ( CAR). F ungsional independent variables on the dependent variable may be
formulated in a multiple regression model, as follows:

Y =a+b+X1+b2X2 + b3X3 + b4X4 + b5X5 + b6X6 + e

Information:

Y : The dependent variable is Stock Return
X 1: Non Performing Loans (NPL)

X 2: Interest Rate Risk (IRR)

X 3: Loan to Deposit ratio (LDR)

X 4: Ownership of Institution | (KI)

X 5: Return On Asset (ROA)

X 6: Capital Adequacy Ratio (CAR).

a: Constants

bib2,b3,b4,bs,be,: Coefficient Recourse i
e: standard error or error

3. Research Results and Discussion

As it is known the number of samples are 42 companies and which meet kri Teria
sample of 23 companies with the amount of data as much as 115, but at the time there was a
regression of the data 15outlierto be incurred in order to meet the assumption of
normality. The number of samples digun a right after the test outlier as many as 100 data.

3.1 Descriptive statistics

Based on calculations performed on each of the variables studied, a Descriptive
Statistics was obtained, as follows:

Table 1
Descriptive Statistics
N Minimum Maximum The mean Std. Deviation
NPL 115 .21 302.00 11,1743 4550731
IRR 115 73.31 10681.00 201.4615 985,85087
LDR 115 44.24 8846.00 304,6719 1356,89090
Ki 115 17.00 99.00 71,2957 25,32143
ROA 115 , 20 357.00 44,9350 80,64516
CAR 115 11.67 2013.00 159,6164 450,90726
RETURN 115 -46,14 670.00 10,9557 72,90853

Valid N (listwise) 115

Source: SPSS results, data processed 2019

3.2 Classic assumption test



Before a regression analysis is carried out there are a number of classic assumptions
that must be met. The classic assumption test aims to get the results of the estimation of the
regression parameters to get a value that is BLUE ( Best Linear Unlimited Estimation ) so that
the conclusions obtained are correct. The researcher transformed the data after conducting
an outlier test because there was an assumption test of autocorrelation that could not be
fulfilled. Researchers treated the The Cochrane-Orcutt method. The Cochrane-Orcutt method
is in accordance with Ghozali (2013: 123).

3.3 Normality test
Value Kolmogorov-Smirnov on regression of 0, 01,2. The data is normally distributed
and meets the normality test. The value of 0, 01 2 is obtained after data transformation . The

results of the normal mality test are shown in table 2 below:

Table 2. One-Sample Kolmogorov-Smirnov Test

Unstandardized Predicted Value

N 100
Normal Parameters & P The mean 1,1708764
Std. Deviation 13.05751308
Most Extreme Differences Absolute , 102
Positive , 074
Negative - 102
Statistical Test , 102
Asymp. Sig. (2-tailed) ,012°¢

a. Test distribution is Normal.
b. Calculated from data.
c. Lilliefors Significance Correction.

3.4 Multiplicity Test nieritas

Results uji assumptions multicollinierity invalue by looking atthe value
of VIF (Variance Infloating Factor) on each variable and the results stated that the
independent variable has a value of less than 10 o leh therefore concluded that the data used
are not correlated and Asumsi multikolinieritas  fulfilled . The test results
assuming m ultikolinieritas can be seen in Table 3 below:

Table 3. Multicollinearity Assumption Test



Information

Independent variable Tolerance VIF
LAGX1 @ , 948 1,055 Multicollinearity free
LAG X2 @ , 908 1,101 Multicollinearity free
LAG X3 @ , 967 1,035 Multicollinearity free
LAG X4 @ , 942 1,062 Multicollinearity free
LAG X5 @ , 908 1,101 Multicollinearity free
LAG X6 @ ,943 1,060 Multicollinearity free

Source: SPSS results, data processed 2019
3.5 Autocorrelation Test

Results uj i assumptions autocorrelation in value by looking at the value of the Durbin-
Watson amounted to 1,917 . This value is then compared with the DU table value, where k =
6and n = 100 (after transformation). DU is 1.8031 and the value (4-dU) is 2.1969, so
the value of D U <DW <4- D U is 1.8031 < 1,917 < 2.1969 so it can be concluded that there is
no problem of autocorrelation and assumptions are accepted. The results of
the a utocorrelation assumption test can be seen in the following table 4:

Table 4. Autocorrelation Assumption Test Summary Model ©

Adjusted R Std. Error of
Model R R Square Square the Estimate  Durbin-Watson
1 , 3582 , 128 , 072 35,14731 1,917

a. Predictors: (Constant), LAGX6 @, LAGX1 @, LAGX5 @, LAGX3 @, LAGX4 @,
LAGX2 @
b. Dependent Variable: LAGY @

3.6 Heterokedasticity Test

Based on the results of the test heterokedastisitas can be seen that all independent
variables are variables NPL (LagX1 @), IRR (LagX2 @), LDR (LagX3 @), Kl (lagX4 @),
ROA (LagX 5 @), and CAR (LagX 6 @) has a significance value (probability)> a = 0.05 and
it is decided to accept Ho. This shows that the data used does not occur in the case of
heteroscedasticity so that this assumption has been fulfilled as shown in table 5 below:

Table 5 Heteroscedasticity Test
Coefficients 2




Standardized

Model Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.

1 (Constant) 14,962 3,961 3,777 , 000
LAGX1 @ -1,643 , 959 -169 -1,714 , 090
LAGX2 @ -121 , 088 -137 -1,365 , 176
LAGX3 @ , 122 ,001 ,131 1,339 , 184
LAGX4 @ -, 168 , 066 -250 -2,532 , 130
LAGX5 @ , 015 , 022 , 067 , 669 505

|  LAGX6@ -, 083 ,301 -, 027 -275 , 784

a. Dependent Variable: ABS_RES3

3.7 Model Feasibility Testing (F Test)

Based on the ANOVA test or F test, the calculated value is 2. 277 with a probability of
0.0 43, because the probability or significance level is smaller than a = 5%, it can be said
thatthe NPL, IRR, LDR, Kl, ROA variablesand CAR simultaneously (simultaneously)
significantly influence the stock return variable , so that the model can be accepted , it can be

seen in table 6 below:

Table 6 Model Feasibility Testing (Test F)

ANOVA 2
Mean
Model Sum of Squares df Square F Sig.
1 Regression 16879,366 6 2813,228 2277 ,043°
Residual 114886,034 93 1235,334
Total 131765,400 99

a. Dependent Variable: LAGY @
b. Predictors: (Constant), LAGX6 @, LAGX1 @, LAGX5 @, LAGX3 @, LAGX4 @,

LAGX2 @

3.8 Hypothesis Testing (t test)

Table 7. Partial Hypothesis Testing

Coefficients @

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 3,998 16,129 , 248 , 805
LAGX1 @ 1,512 3,904 , 039 , 387 , 699
LAGX2 @ , 073 , 360 , 021 , 203 , 840
LAGX3 @ - 240 , 371 -, 064 - 648 , 519
LAGX4 @ - 657 , 270 -, 243 -2,433 , 017
LAGX5 @ , 033 , 089 , 038 , 370 , 713
LAGX6 @ 2,659 1,226 , 216 2,169 , 033




a. Dependent Variable: LAGY @

Based on Table 7 shows that :

1. The significant value of LagX1 @ is 0. 699, the value is greater than 0.05. so it can be said
that LagX1 @ (NPL) has no effect on stock returns . Then H1 was rejected .

2. The significant value of LagX 2 @ is 0. 840, the value is greater than 0.05. so it can be
said that LagX 2 @ ( IRR ) has no effect on stock returns . Then H 2 is rejected .

3. The significant value of LagX 3 @ is 0. 519, the value is greater than 0.05. so it can be
said that LagX 3 @ (L DR ) has no effect on stock returns . Then H 3 rejected .

4. The significant value of LagX 4 @ is 0. 1 7, the value is smaller than 0.05. so it can be said
that LagX4@ (KI) has asignificant negative effect on stock returns. Then
H 4 in receiving.

5. The significant value of LagX 5 @ is 0. 7 13, the value is greater than 0.05 so it can be
said that LagX 5 @ ( ROA ) has no effect on stock returns . Then H 5 is rejected

6. The significant value of LagX 6 @ is 0. 3 3, the value is smaller than 0.05. so it can be said
that LagX6@ (CAR) has asignificant positive effect on stock returns . Then
H 6 in receiving.

3.9 Analysis of the Coefficient of Determination

Table 8. Determination Coefficient Value
Summary Model ®

Model R R Square Adjusted R Square Std. Error of the Estimate
1 , 358 2 , 128 , 072 35,14731
a. Predictors: (Constant), LAGX6 @, LAGX1 @, LAGX5 @, LAGX3 @, LAGX4 @,
LAGX2 @

b. Dependent Variable: LAGY @

The coefficient d eterminasi (R 2)is used to determine the contribution of use of
independent variables in explaining the dependent variable. Determination coefficient table
Table 8 above, it can be seen that the correlation coefficient (R) of 0, 358 . The coefficient of
determination ( Adjusted R square) is 0.072 or 7.2 %. This shows that the variables NPL
(LagX1l @), IRR (LagX2 @), LDR (LagX3 @), Kl (lagX4 @), ROA (LagX 5 @), and CAR
(LagX 6 @) areonly able to affect thereturns valueaham (Y)of7, 2%, while the
remaining 92 , 8 % is influenced by other variables outside the study.

4. Research Limitations

a. The scope of the research is limited to banking sector companies so the results of this
study cannot be identified in companies listed on the Indonesia Stock Exchange.

b. The variables used in this study are limited, while there are many other variables that
represent the RGEC component.

¢. Components for market risk can use Net Open Position, for liquidity risk you can use a
variable that is Loan to Funding Ratio.The GCG component can add managerial
ownership, Board of Directors Size, Audit Committee and Board of Commissioners
Proportion. Earning component can be added with ROE ( Return on Equity ) .



5. Conclusion

The results of the research can be summarized as follows:

a. Statistical test results show that the NPL, IRR, LDR, KI, ROA, and CAR variables
together have an influence on stock returns. The results of the statistical test show that
the variables KI and C A R are partially sig. on stock returns .

b. NPL has no significant effect, the significance of this NPL is due to the slowing down
of Indonesia's economy . This has an impact on the slowing pace of bank credit. NPLs
can continue to increase if they are not always monitored and monitored, which will have
another impact, namely the drop in commodity prices and the slow pace of infrastructure
development.

c. Interest Rate Risk variable is not significant on stock returns . The significance of this
research is due to Indonesia's slowing economic conditions. The economic slowdown
could have an impact on the weakening of the rupiah.

d. Loan to Depositvariableratio isnot significant on stock returns.LDR does not
affect stock returns because banks do not use LDR as a basis for consideration in making
decisions to channel funds in credit, so it does not affect the ups and downs of returns to
banks.

e. The Return On Asset variable is not significant to stock returns , where the ROA ratio is
used to measure the ability of management to obtain net benefits from the use of
assets. This study shows that there is no effect of ROA on stock returns. This means that
management cannot use the maximum total assets (current assets and fixed assets) and in
the end cannot increase stock returns .

6. Suggestion

a. The results of this study are expected to provide wawa san for management and
investors in analyzing the performance of perusa pany. Given the ownership
structure becomes an important part in agency theory because most agency conflicts
are caused by the separation of ownership from the manager.

b. Capital Adequancy Ratio (CAR) has a positive and significant effect
on Stock Returns . This is consistent with the theory that the higher the CAR, the more
solvable the bank. Banks that have a high CAR, means the bank has sufficient capital
to run its business so that it will increase profits. A high Capital Adequacy Ratio
(CAR) means that banks have the ability to overcome possible losses due to credit and
trade in securities. In addition, the public and investors will believe in the ability of
bank capital and funds absorbed from the community to increase which will ultimately
increase stock returns

c. For future researchers, it is expected that future research will further examine the
banking system as a whole in its performance of the banking world itself and the
economy in general so that the expected results can be more accurate.
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