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ABSTRACT

This study aims to analyze the health level of the PT. Bank Perkreditan Rakyat (BPR) Duta Perdana Pekanbaru of
2016-2020 period using the CAMELS method. The data analysis technique used logistic regression testing on
financial ratios. The value of CAR (Capital Adequacy Ratio) at BPR Duta Perdana Pekanbaru during 2016-2020
was 3.39, namely in the fourth quarter of 2016, it shows the level of health in terms of a low asset adequacy ratio
but still meets the minimum requirements of Bank Indonesia regulations. The research shows that the health level
assessment using the CAMELS method from PT. Bank Perkreditan Rakyat BPR) Duta Perdana Pekanbaru is in
the unhealthy category.
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INTRODUCTION

The world of banking is one of the institutions that plays a very important role in the economic sector of
a country (especially in the fields of finance, economy and development). Banking (Nyoto et al., 2021; Putri et
al., 2022; Renaldo et al., 2021) is everything that concerns banks, institutions, business activities, as well as
methods and processes in carrying out their business activities. (Imamah, 2012) stated that a bank is a business
entity whose function is to collect funds from the public in the form of savings and distribute them to the public
in the form of credit and or other forms in order to improve the standard of living of the bank's people. The
condition of the Indonesian economy which experienced a downturn as a result of the economic crisis in 1997
resulted in the bankruptcy (Nenu et al., 2018; Ramalingegowda, 2014) of a number of these banks which then
provided motivation for other banks (Quaye et al., 2020) to maintain stability in the banking world and continue
its main function. According to Law Number 10 of 1998 concerning Banking, that the main function of Indonesian
banking is as a collector and distributor of public funds aimed at supporting the implementation of national
development, in the context of increasing equitable development, economic growth and national stability, towards
increasing the standard of living of the common people (Lianawati & et al, 2016)

Report on the financial data of PT. BPR Duta Perdana Pekanbaru Branch in the period 2016 to 2020, can
be seen in the following table:

Table 1 Financial Data of PT. BPR Ambassador Perdana Pekanbaru Branch 2016 to 2020 in thousands

(Rp)

Indicator 2016 2017 2018 2019 2020
Capital 7,000,000,000  7,000,000,000  7,000,000,000  7,000,000,000  7,000,000,000
ATMR 3,128,670,500 _ 3,740,064,000 _ 7,059,317,000 _ 7,340,900,000 _ 7,521,500,000

Profit before tax.___ 724,590,000 655,670,000  (214,566,780)  (271,320,400) _ (245,672,100)
Total assets 7,124,550,800  7,169,595,000  7,279,646,000 _ 7,320,344,000 _ 7,320,344,000
Credit given 5,987,664,000 _ 6,448,767,000 _ 6,121,869,000 _ 6,186,900,000 _ 6,021,340,000

Third-party funds _ 3,224,510,000 _ 3,680,107,000  3,350,343,000  3,421,780,000 _ 3,462,345,000
APYD 910,870,000  1,064,160,000 690,956,000 980,120,000 _ 1,021,870,600

Source: Financial Report of PT. BPR Ambassador Perdana Pekanbaru Branch, 2023

Table 1 identifies that there are ratio fluctuations or inaccuracies, due to increases and decreases in
financial values, such as capital, RWA, profit before tax, total assets, loans extended, third party funds, APYD,
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total earning assets. CAR based on Bank Indonesia (BI) standards of at least 8% is classified as healthy in 2017,
CAR BPR Pekanbaru Branch in 2016 capital is 7,000,000 and in 2020 with a value of 7,000,000 means the capital
of BPR Pekanbaru Branch is in the same position, no increase or decrease. For RWA in 2016 it was 3,128,670,600
and is increasing every year until in 2020 it becomes 7,921,500,000, meaning that RWA from 2016 to 2020 has
always experienced a fairly high increase, namely 4,392,829,500. Profit before tax in 2017 has decreased from
2016, but for 2018-2020 it cannot be known because PT. BPR Duta Perdana Pekanbaru Branch experienced
several losses (according to the Head of Finance at the BPR). For total assets from 2017 to 2018 it has decreased
but in 2019-2020 it has increased. For loans granted in 2017 amounted to 6,448,767 and in 2018 amounted to
6,121,869, meaning that it has decreased but in 2019 it has increased and decreased again in 2020. For third party
funds in 2017 to 2018 it has decreased and in 2018 2019-2020 has increased. APYD experienced a decline that
occurred in 2017 to 2018, then increased in 2019-2020, and the number of productive assets from 2017 to 2018
also decreased and in 2019-2020 experienced an increase.

Overall, the financial data of PT. BPR Duta Perdana Pekanbaru Branch 2016-2020 experienced a decline.
Seeing the reality above, it is very important for banks to analyze the soundness of the bank to maintain the
continuity of bank operations in the face of competition. Therefore, the CAMELS method is needed, namely
capital, asset quality, management, earnings or earnings, liquidity, and sensitivity to market risk. CAMELS
analysis is used to analyze and evaluate the financial performance of commercial banks in Indonesia with several
levels, namely the levels of sound, moderately healthy, less healthy and unhealthy. Based on the background that
has been described, the purpose of this study was to determine the soundness level of the bank at PT. BPR Duta
Perdana Pekanbaru Branch based on the CAMELS method.

LITERATURE REVIEW
Definition of Banks

(Kuncoro, 2012) states the definition of a bank is a financial institution whose main business is to collect
funds and channel these funds back to the public in the form of credit and provide services in payment traffic and
money circulation.

Furthermore, if viewed from the history of the beginning of the bank, the meaning of bank comes from
Italian, namely Banco which means bench. The bench itself refers to the table used by bankers to carry out
operational activities serving the public or customers. The term bench is also increasingly developing into a bank.

In addition, according to Financial Accounting Standards (PSAK) Number 31, it is explained that a bank
is an institution that acts as a financial intermediary between parties who have excess funds and parties who need
funds, as well as an institution that functions to facilitate payment traffic.

From the description above, it can be explained that a bank is a company engaged in the financial sector,
meaning that banking business is always related to problems in the financial sector. So, it can be concluded that
the banking business includes three main activities, namely: raising funds, channeling funds and providing other
bank services.

Banking Functions

There are 3 functions of a bank according to (Budisantoso, 2014), namely 1) Bank as an Agent of Trust,
is an institution based on a belief. The main basis for banking activities is trust, whether it is as a fund collector
or channeling funds; 2) Bank as Agent Of Development, is an institution that mobilizes useful funds for the
economic development of a country. The activities of these banks in the form of collecting as well as channeling
of funds are necessary for the smooth running of economic activities in the real sector; 3) Bank as Agent of
Service, is an institution that provides a service to the public. In this case, the bank provides banking services to
the public so that the community feels safe and comfortable in saving their funds.

Rural Credit Banks (Bank Perkreditan Rakyat | BPR)

Rural Banks (BPR) are banks that carry out business activities conventionally or based on sharia
principles, which in their activities do not provide services in payment traffic. BPR activities are much narrower
than those of commercial banks because BPRs are prohibited from accepting demand deposits, foreign exchange
activities, and insurance.

BPR business activities, namely 1) Collecting funds from the public in the form of deposits in the form
of time deposits, savings, and or other equivalent forms; 2) Providing credit; 3) Provide financing and placement
of funds based on Sharia Principles, in accordance with the provisions stipulated by Bank Indonesia; 4) Placing

Luxury: Landscape of Business Administration, 2023: 1(1), 1-11 | http://firstcierapublisher.com



http://firstcierapublisher.com/

funds in the form of Bank Indonesia Certificates (SBI), time deposits, certificates of deposit, and/or savings at
other banks.

Comparison of Commercial Banks and Rural Banks is based on the business activities and the above
prohibitions, in general BPRs have more limited business activities compared to Commercial Banks. Commercial
banks may collect funds in the form of deposits from the public in the form of demand deposits, savings and time
deposits, while BPRs may not collect funds in the form of demand deposits and may not participate in payment
traffic. Commercial banks can conduct business activities in foreign currency, while rural banks are not allowed.
Commercial banks can participate in equity in financial institutions and deal with bad loans, while BPRs are not
allowed to participate in capital at all. In the case of conducting insurance business, Rural Banks and Commercial
Banks are equally prohibited.

Bank Performance

Performance or bank performance is an illustration of the success achieved by the bank in its activities,
both regarding financial factors, marketing, fundraising and channeling funds (Purba & Herminto, 2015).
According to (Hasibuan, 2015) bank performance regarding the financial aspect, namely the description of the
bank's financial condition in a certain period, both aspects of raising funds or channeling funds, which are usually
assessed by indicators of capital adequacy, asset quality, liquidity, and bank profitability. Bank performance can
be seen from the soundness level of the bank. The health of the bank will be reflected in the aspects of minimum
capital (CAR), asset quality, management, ability to earn profits and ability to pay off short-term obligations.

Financial statements

Financial statements are basically the result of a reflection of the many transactions that occur within a
company. Financial transactions and events (Chandra et al., 2018) are recorded, classified, and summarized in
units of money, and then interpretation is carried out for various purposes (Saraswati, 2013) . These various actions
are none other than the accounting process which is essentially the art of recording, classifying and summarizing
transactions and events which are at least partly financial in nature, in an appropriate manner and in the form of
rupiah and the interpretation of the results.

Bank Health

According to (Kasmir, 2012) bank health is the ability of a bank to carry out normal banking operations
and be able to fulfill all of its obligations properly in ways that are in accordance with applicable banking
regulations. This assessment aims to determine whether the bank is in healthy, moderately healthy, less healthy
and unhealthy conditions. So that Bank Indonesia as the supervisor and supervisor of banks can provide direction
or instructions on how the bank's operations should be run or even stopped. Health assessment will affect the
ability of the bank and customer loyalty to the bank concerned. One tool to measure the health of banks in
Indonesia to date is the CAMELS analysis (Capital, Assets Quality, Management, Earnings (Renaldo &
Murwaningsari, 2023), Liquidity, and Sensitivity to market risk).

CAMELS analysis

The definition of CAMEL financial ratios, according to (Putri, 2015) is the aspect that has the most
influence on the financial condition of a bank which also affects the soundness of the bank. CAMEL becomes the
object of bank inspection conducted by bank supervisors.

CAMELS analysis is regulated in Bank Indonesia Regulation Number 6/10/PBI/2004 concerning the
Rating System for Commercial Banks and Bank Indonesia Regulation Number 91/PBI/2007 Concerning the
Rating System for Commercial Banks Based on Sharia Principles. Assessment of the soundness level of a bank
based on Bank Indonesia regulations includes an assessment of CAMELS factors, which consist of:

Capital Factor (Capital)

CAR (Capital Adequacy Ratio) is a capital adequacy ratio that shows the ability of banks to provide
funds used to overcome possible loss ratios. According to (Kasmir, 2012), the valuation is based on the capital
owned by one of the banks. One of the assessments is the CAR (Capital Adequacy Ratio) method, namely by
comparing capital to risk-weighted assets (RWA).

_ Bank Capital

= 0
CAR RWA x 100%

This assessment is intended to see how or how much the bank's capital is adequate to support the bank's
needs.
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Asset Quality Factor

Under normal conditions, most of the assets of a bank consist of loans and other assets that can generate
or become a source of income for the bank, so that these types of assets are classified as earning assets. According
to (Kasmir, 2012), the assessment is based on the quality of the productive assets owned by the bank, namely the
ratio of earning assets classified to earning assets. This ratio is used to measure the probability of receiving the
invested funds back.

Productive Asset

; _ o
Asset Quality Factor AVPD x100%

Management Factors (Management)

Assessment of management aspects uses the Net Interest Margin ratio. According to (Kasmir, 2012), Net
Interest Margin is "the ratio used to measure a bank's ability to generate net income from its main operating
activities".
Net Incoma

NIM = 1009
Productive Asset x %

Assessment of management factors uses a list of questions that have been determined by BI regulations.
List of defined questions: 40 questions for general management, and 60 questions for risk management.
Assessment of the soundness of the management factor is given a value of 4 if the answer is positive with a "yes"
answer. And for aspects of management that are considered negative, they are not given a credit score or 0.

Profitability Factor (Earnings)

The purpose of using this aspect of assessment is to determine the bank's ability to generate profit through
bank operations.

Earning Before Tax
ROA =
Total Assets

x 100%

According to (Kasmir, 2012), the assessment in this element is based on two types, namely: 1) The ratio
of profit to total assets (Return on Assets). ROA (Sari et al., 2021) is used to measure the effectiveness of the bank
in obtaining overall profits; 2) Ratio of Operating Expenses to Operating Income (BOPO). BOPO is a comparison
between operating expenses to national income.

Liquidity
This aspect of liquidity is based on the bank's willingness to pay all of its debts, especially savings
deposits, demand deposits and time deposits when billed and can fulfill all credit applications that deserve

approval. According to (Pandia, 2015), Loan to Deposit Ratio (LDR) is "a ratio that states how far a bank has used
depositors' money to provide loans to its customers".

The purpose of assessing this aspect is to determine the bank's ability to meet short-term obligations,
repay depositors, and be able to meet credit requests.

Total Third Party Credit

LDR =
Total Third Party Funds

x100%

Risk sensitivity factor (Sensitivity to Market Risk)

This factor shows how much a bank's sensitivity level to market risk. Market risk or market risk is the
result of movements in market prices of the portfolio owned by a bank which can be detrimental to the bank.
Aspects of sensitivity to market risk can be measured by:

Interest Expense

Interest Expense Ratio =
p Total Deposit

Bank Health Assessment

To date, the assessment of the soundness level of banks in Indonesia is broadly based on the CAMELS
factor. These five factors are indeed factors that determine the condition of a bank. If a bank experiences problems
with one of these factors, then the bank is experiencing difficulties or is unhealthy at that bank.
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METHODOLOGY
Place and time of research

The type of research used is quantitative research, namely research that emphasizes testing theories
through measuring research variables with numbers and conducting data analysis with statistical procedures. This
research was prepared based on the financial reports at PT. Dura Perdana Rural Bank for the period 2016 to 2020.
The variables used in this study consist of an analysis of financial ratios, namely: Capital Asset Quality (CAR),
Productive Asset Quality (KAP), Net Interest Margin (NPM), Return on Assets (ROA), and Loan to Deposit Ratio
(LDR).

The location of this research was conducted at PT. People's Credit Bank (BPR) Duta Perdana on JI. Suka
Karya, Panam, Pekanbaru using the relevant financial report documents. This research was conducted for
approximately 6 months (September 2020 to March 2021.)

Population and Sample

The population in this study is PT. BPR Ambassador Perdana Pekanbaru. And the sample in this study is
the financial statements of PT. BPR Duta Perdana from 2016 to 2020.

Sampling technique
This study uses secondary data and library research as a sampling technique.
Data analysis technique

In this study the data analysis technique chosen to analyze the data must be in accordance with the
research pattern and the variables to be studied. This study uses logistic regression testing of financial ratios.

RESULTS AND DISCUSSION
Descriptive Statistical Analysis

Descriptive statistical analysis is used to determine the description of a data seen from the minimum,
maximum, average, and standard deviation values based on CAR, KAP, NIM, ROA, and LDR variables, and bank
classification. Based on the descriptive statistical analysis, the sample description is obtained as follows.

Table 2. Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
CAR 20 0.660 3.390 1.458 0.716
KAP 20 5.560 10.700 7.432 1.367
NIM 20 -4.260 12.410 2.002 7.068
ROA 20 -4.470 12.250 1.871 6.638
LDR 20 17.470 235.510 155.432 57.150
Bank Health 20 0.000 1.000 0.600 0.503
Valid N (listwise) 20

Source: Processed Data, 2021

Based on table 2. it can be seen that the results of the descriptive analysis for all the data studied are as
follows: the highest CAR ratio is 3.39 and the lowest is 0.66 with an average value of 1.4575. The KAP ratio with
the highest score is 10.70 and the lowest is 5.56 with an average score of 7.4315. The NIM ratio for the highest
score is 12.41 and the lowest is -4.26 with an average score of 2.0020. The highest ROA ratio is 12.25 and the
lowest is -4.47 with an average value of 1.8710. The highest value LDR ratio is 235.51 and the lowest is 17.47
with an average value of 155.4318. Finally, for bank health, 12 times it was declared healthy and 8 times it was
declared unhealthy.

To find out the soundness level of a bank from the Capital Adequacy Ratio (CAR) based on the criteria
set by Bank Indonesia, it can be seen in Table 3 as follows:

Table 3. CAR Ratio Values for the 2016-2020 Period

CAR Ratio Calculation Results

R 2016 Criteria 2017 Criteria 2018 Criteria 2019 Criteria 2020 Criteria
Quarter | 2.32  Not healthy 2.05 Not healthy 1.08  Not healthy 0.95 Not healthy 0.98  Not healthy
Quarter I 1.90  Not healthy 1.63  Not healthy 0.86  Not healthy 0.86  Not healthy 0.87  Not healthy
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. CAR Ratio Calculation Results
Period

2016 Criteria 2017 Criteria 2018 Criteria 2019 Criteria 2020 Criteria
Quarter I11 1.76 _ Not healthy 1.50  Not healthy 0.83  Not healthy 0.74 _ Not healthy 0.66  Not healthy

Quarter IV 3.39  Not healthy 2.61  Not healthy 1.33  Not healthy 1.43  Not healthy 1.40  Not healthy
Source: Processed Data, 2021

Table 3 shows that all banks meet the minimum CAR requirements according to Bank Indonesia
regulations, namely a minimum of 8%. The low level of bank soundness can be seen from the CAR, namely CAR
<12%, which is the highest level of bank soundness. The highest CAR value in 2016-2020 at BPR Duta Perdana
was 3.39, namely in the fourth quarter of 2016. While the lowest CAR was 0.66 in Quarter III 2020. The CAR
value at BPR Duta Perdana Pekanbaru during 2016-2020 shows the level of soundness in terms of asset adequacy
ratio is low but still meets the minimum requirements set by Bank Indonesia.

To find out the soundness level of a bank from Earning Asset Quality (KAP) based on the criteria set by
Bank Indonesia, it can be seen in Table 4 as follows:

Table 4. KAP Ratio Values for the 2016-2020 period

KAP Ratio Calculation Results

Period

Criteria 2017 Criteria 2018 Criteria 2019 Criteria 2020 Criteria
Quarter | 7.21  Unhealthy  6.74 Unhealthy 9.80 Unhealthy ~ 7.32  Unhealthy  6.88  Unhealthy
Quarter Il 7.88 Unhealthy  7.37 Unhealthy 10.70  Unhealthy  8.00 Unhealthy ~ 7.52 Unhealthy
Quarter 111 7.23 Unhealthy  6.76 Unhealthy 9.82 Unhealthy ~ 7.34  Unhealthy  6.79 Unhealthy

Quarter V. 5.94  Unhealthy  5.56 Healthy Enough 8.07 Unhealthy ~ 6.03 Unhealthy  5.67 Unhealthy
Source: Processed Data, 2021

Table 4 shows that all banks meet the minimum KAP requirements according to Bank Indonesia
regulations, namely a minimum of 6%. The soundness level of the bank is seen from the KAP, namely KAP >
6%, which is the soundness level of the bank in the Healthy category. The highest KAP score in 2016-2020 at
BPR Duta Perdana was 10.70, namely in the second quarter of 2018. While the lowest KAP was 5.56 in Quarter
IV 2017. The KAP score at BPR Duta Perdana Pekanbaru during 2016-2020 shows the level of soundness in terms
of asset quality ratios is low but still meets the minimum requirements set by Bank Indonesia.

Next is the soundness level of the bank in terms of Net Interest Margin (NIM) based on the criteria set
by Bank Indonesia which can be seen in Table 5 as follows:

Table 5. NIM Ratio Values for the 2016-2020 Period

NIM Ratio Calculation Results
Criteria Criteria 2018 Criteria 2019 Criteria 2020 Criteria
Quarter]  11.09 Healthy 9.19 Healthy -3.19 Nothealthy -3.80 Nothealthy -3.51 Not healthy
Quarter Il 1119 Healthy 9.27 Healthy -3.22 Nothealthy -3.84 Nothealthy -3.55 Not healthy
Quarter 11l 1241  Healthy 10.28 Healthy -3.57 Not healthy -4.26  Not healthy -3.93  Not healthy
Quarter IV 10.76 Healthy 8.91 Healthy -3.09 Nothealthy -3.69 Nothealthy -3.41 Not healthy
Source: Processed Data, 2021

Period

Table 5 shows that all banks meet the minimum NIM requirements according to Bank Indonesia
regulations, namely a minimum of 2%. The soundness level of the bank seen from the NIM, namely KAP > 2%
is the soundness level of the bank in the Healthy category. The highest NIM value in 2016-2020 at BPR Duta
Perdana was 12.41, namely in the third quarter of 2016. While the lowest NIM was -4.26 in Quarter IIT 2019. The
NIM value at BPR Duta Perdana Pekanbaru during 2016-2017 shows the level of soundness in terms of a high
NIM ratio and meets the minimum requirements set by Bank Indonesia. But in 2018-2020 the NIM value is below
the minimum value, which is <2%. The higher the NIM value, the higher the bank's soundness in terms of NIM
value. Conversely, the lower the NIM value, the lower the soundness level of the bank in terms of NIM value.

Next is the soundness level of the bank from Return on Assets (ROA) based on the criteria set by Bank
Indonesia which can be seen in Table 6 as follows:

Table 6. ROA Ratio Values for the 2016-2020 period

. ROA Ratio Calculation Results
Period

2016 Criteria 2017 Criteria 2018 Criteria 2019 Criteria 2020 Criteria
Quarter | 9.60  Very healthy Very healthy Not healthy Not healthy - Not healthy
Quarter Il 10.37  Veryhealthy 933  Veryhealthy -3.01 Nothealthy -3.78  Not healthy  -3.42  Not healthy

Quarter 11l 12.25  Veryhealthy  11.02  Very healthy  -3.55  Not healthy  -4.47  Not healthy -4.04  Not healthy
Quarter IV 867  Veryhealthy 780  Veryhealthy -251 Nothealthy -3.16 Nothealthy -2.86  Not healthy

Source: Processed Data, 2021
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Table 6 shows that all banks meet the minimum ROA requirements according to Bank Indonesia
regulations, namely a minimum of 1.5%. The soundness level of the bank seen from ROA, namely ROA > 1.5%
is the soundness level of the bank in the Healthy category. The highest ROA value in 2016-2020 at BPR Duta
Perdana was 12.25, namely in the third quarter of 2016. While the lowest ROA was -4.47 in Quarter III 2019.
ROA value at BPR Duta Perdana Pekanbaru during 2016-2017 indicates soundness in terms of a high ROA ratio
and meets the minimum requirements set by Bank Indonesia. But in 2018-2020 the ROA value is below the
minimum value, which is <1.5%. The higher the ROA value, the higher the soundness level of the bank in terms
of ROA value. Conversely, the lower the ROA value, the lower the soundness level of the bank in terms of ROA
value.

Next is the soundness level of the bank from the Loan to Deposit Ratio based on the criteria set by Bank
Indonesia which can be seen in Table 7 as follows:

Table 7. LDR Ratio Values for the 2016-2020 Period

LDR Ratio Calculation Results

Criteria 2017 Criteria 2018 Criteria Criteria 2020 Criteria
Quarter | 235.51 Not healthy 224.24 Not healthy 231.74 Not healthy 114.62 Not healthy 220.56 Not healthy
Quarter |1 174.65 Not healthy 164.81 Not healthy 171.85 Not healthy 76.50 Healthy 163.56 Not healthy
Quarter Il 188.24 Not healthy 178.20 Not healthy 185.82 Not healthy 92.04 Healthy Enough 176.85 Not healthy
Quarter IV 152.38 Not healthy 143.79 Not healthy 149.94 Not healthy 77.21 Healthy 142.71 Not healthy

Source: Processed Data, 2021

Table 7 shows that all banks meet the minimum LDR requirements according to Bank Indonesia's high
regulations, namely 50% < LDR > 85%. The soundness level of the bank seen from the LDR is < 50% and > 85%
is the soundness level of the bank which is categorized as Healthy. The highest LDR value in 2016-2020 at BPR
Duta Perdana was 235.51, namely in the first quarter of 2016. Meanwhile the lowest LDR was 76.50 in Quarter
11 2019. The LDR value at BPR Duta Perdana Pekanbaru in 2019 was in quarter II up to the fourth quarter shows
a soundness level in terms of a high LDR ratio and meets the minimum requirements set by Bank Indonesia. But
in 2020 the LDR value is > 85% so it is in an unhealthy condition.

Testing the Fit of the Logistic Regression Model to Data with -2log
Likelihood and Omnibus Test

In logistic regression the results of the statistical difference -2log-likelihood between the logistic
regression model that uses a set of independent variables and a simpler model (the simpler model) can be used to
determine whether the logistic regression model that uses a set of independent variables is better in terms of
matching or adjusting data compared to a simple logistic regression model (without independent variables). If the
-2log-likelihood statistic on the logistic regression model that uses a set of independent variables (deviance) is
smaller than the simpler model (restrict deviation), then the logistic regression model that uses a set of independent
variables is better in terms of matching the data than the model that uses that simpler.

Table 8. Model Fit Test with Log Likelihood Approach
Omnibus Tests of Model Coefficients

Chi-square df Sig.

Step 26.920 5 <,001

Step 1 Block 26.920 5 <,001
Model 26.920 5 <,001

Source: Processed Data, 2021

Based on Table 8, the decrease in -2 log likelihood values shows that this research model is declared fit,
meaning that the addition of independent variables, namely CAR, KAP, NIM, ROA, and LDR to the logistic
model will improve the fit model in this study (fit or feasible model). To test whether the logistic regression model
involving independent variables simultaneously is statistically significantly better than the previous model (simple
model) in terms of matching data, the Prob value approach (LR statistic) is used. It is known in Table 8 that the
Prob value (LR statistic) is 0.001 <0.05, so it is concluded that the logistic regression model which involves
independent variables simultaneously, is statistically significantly better than the previous model (simple model)
in terms of matching data.

Coefficient of Determination (Nagelkerke R Square)

In logistic regression, the Nagelkerke R-squared statistic can be used to measure the ability of the logistic
regression model to fit or adjust the data. In other words, the statistical value of the Nagelkerke R-squared can be
interpreted as a value that measures the ability of the independent variables to explain or explain the dependent
variables. Table 9 presents the statistical value of the Nagelkerke R-squared.
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Table 9. Nagerlkerke R Square

Step -2 Log likelihood Cox & Snell R Square Nagelkerke R Square
1 10.114 0.740 0.812

Source: Processed Data, 2021

Based on Table 9, the statistical value of Nagelkerke R-squared is 0.812. This value is interpreted as the
ability of CAR, KAP, NIM, ROA and LDR to influence bank classification by 81.2%, the remaining 18.8% is
explained by variables or other factors.

Hypothesis Testing/Partial Effect (Wald Test)
In the partial effect significance test can be tested with the Wald test. Can be seen in table 10. below:
Table 10. Test of Significance of Partial Effect (Wald Test)

B S.E. Wald df Sig. Exp(B

CAR 0.793 0.460 7.199 1 0.007 1.211
KAP 0.270 0.972 6.513 1 0.011 0.311
NIM 0.321 0.944 8.452 1 0.004 0.871
ROA 0.301 0.640 8.345 1 0.004 0.120
LDR 0.090 0.700 0.679 1 0.410 0.914
Constant 0.241 0.620 0.106 1 0.974 0.000

Source: Processed Data, 2021

Based on Table 10, the logistic regression equation (model) is obtained as follows.
in () = 0.241 +0.793CAR + 0.270KAP + 0.32INIM + 0.301ROA + 0.090LDR

Based on Table 10 it is known 1) The coefficient value of the CAR variable is 0.793, which is positive.
This value can be interpreted as the CAR variable has a positive effect on bank classification or the probability
variable of the soundness level of a bank. It is known that the Sig value of the CAR variable is 0.007 <0.05, so
the CAR variable has a significant effect on bank classification or bank soundness level variables, at a significance
level of 5%. 2) The coefficient value of the KAP variable is 0.270 which is positive. This value can be interpreted
as a KAP variable that has a positive effect on the classification of a bank or the soundness level of a bank. It is
known that the Sig value of the KAP variable is 0.011 <0.05, so the KAP variable has a significant effect on the
classification of a bank or the soundness level of a bank, at a significance level of 5%. 3) The coefficient value of
the NIM variable is 0.321, which is positive. This value can be interpreted that the NIM variable has a positive
effect on the classification of a bank or the soundness level of a bank. It is known that the Sig value of the NIM
variable is 0.004 <0.05, so the NIM variable has a significant effect on bank classification or the probability
variable of bank soundness level, at a significance level of 5%. 4) The coefficient value of the ROA variable is
0.301, which is positive. This value can be interpreted that the ROA variable has a positive effect on the
classification of a bank or the soundness level of a bank. It is known that the Sig value of the ROA variable is
0.004 <0.05, so ROA has a significant effect on bank classification or bank soundness level variables, at a
significance level of 5%. 5) The coefficient value of the LDR variable is 0.090, which is positive. This value can
be interpreted that the LDR variable has a positive effect on the bank's classification or the bank's soundness level
variable. It is known that the Sig value of the LDR variable is 0.410 > 0.05, so LDR has no significant effect on
bank classification or bank soundness variables, at a significance level of 5%.

Discussion
Effect of Capital Adequacy Ratio on Bank Soundness Level

The results of this study indicate that the Capital Adequacy Ratio (CAR) has a positive and significant
effect on the level of bank soundness. The results of the regression equation show that the coefficient for this
variable is positive and significant. This is in line with the theory that the higher the CAR, the higher the bank's
ability to bear the risk of any risky credit/productive assets that can increase the soundness of the bank.

In this study the results were found to have a positive effect, so the amount of a bank's capital adequacy
to bear the risk of bad credit affects the soundness of the bank in general. This research is supported by the results
of researchers (Yulianto & Sulistyowati, 2012), namely CAR has a positive and significant effect on the level of
bank soundness.

The Capital Adequacy Ratio (CAR) shows how much the bank's capital is sufficient to support its needs
and the basis for assessing the prospects for continuing the bank's business. The higher the CAR, the better the
bank's ability to bear the risk of any risky credit/productive assets. With high capital adequacy, banks are able to
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finance operational activities and make a sizeable contribution to profitability (Suyono et al., 2020; Vina et al.,
2021) and increase confidence in extending credit so as to increase the probability of a bank's soundness level.
Therefore, in general, an increase in CAR will result in an increase in the soundness of the bank as well as a
decrease in CAR will result in a decrease in the soundness level of the bank.

Effect of Earning Assets Quality on Bank Soundness Level

The results of this study indicate that the Quality of Earning Assets (KAP) has a positive and significant
effect on the level of bank soundness. This is in line with the theory that this ratio indicates the ability of asset
quality to generate net interest income (Rivai, 2016). The greater this ratio, the higher the interest income earned
from productive assets managed by the bank so that it can support an increase in the soundness level of the bank.
This research is supported by researchers (Haryanto & Hanna, 2014) that KAP has a positive and significant effect
on the soundness of a bank.

Effect of Net Interest Margin on Bank Soundness Level

The results of this study indicate that the Net Interest Margin (NIM) has a positive and insignificant effect
on the probability of a bank's soundness level. This is in line with the theory that this ratio shows the ability of
earning assets to generate net interest income (Rivai, 2016). This research is supported by researcher Wahyudi
(2016) that NIM has a positive and significant effect on the soundness of a bank.

Effect of Return on Assets on Bank Soundness Level

The results of this study indicate that Return on Assets (ROA) has a positive and significant effect on the
level of bank soundness. This is consistent with the theory where Return on Assets (ROA) is used to measure the
ability of bank management to obtain overall profits (Dendawijaya, 2016). This ratio shows the efficiency level
of asset management carried out by the bank concerned. If this ratio increases, the bank's assets have been used
optimally to obtain income. The greater the Return on Assets (ROA) of a bank, the greater the level of profit that
the bank achieves with large profits so that the higher the soundness level of the bank. This research is supported
by research (Wahyudi, 2016) that ROA has a positive and significant influence on the soundness of a bank.

The Effect of Loan to Deposit Ratio on Bank Soundness Level

The results of this study indicate that the Loan to Deposit Ratio (LDR) has a positive and insignificant
effect on the soundness of a bank. This is consistent with the theory that this ratio is used to measure the extent to
which a bank is able to pay back withdrawals made by relying on credit as a source of liquidity. This research is
in line with research (Wahyudi, 2016) that LDR has no significant effect on bank health.

The higher this ratio, the lower the liquidity of the bank concerned, which results in a lower probability
of soundness of the bank. The LDR level shows the level of credit provided, or in other words the bank lends
funds, but if this is done carefully it will not endanger bank liquidity because the amount of funds needed to
finance credit is getting bigger so that if at any time the owner of the funds or in other words On the other hand,
the bank is unable to return (Stevany et al., 2022) the funds borrowed from customers, causing bank liquidity to
decrease, which can result in the probability of a bank's soundness decreasing, and vice versa.

CONCLUSION
Conclusion

Capital Adequacy Ratio (CAR) has a positive and significant effect on the soundness level of the bank.
Earning Asset Quality (KAP) has a positive and significant effect on the soundness level of the bank. Net Interest
Margin (NIM) has a positive and insignificant effect on the probability of a bank's health level. Return on Assets
(ROA) has a positive and significant effect on the soundness of a bank. Loan to Deposit Ratio (LDR) has a positive
and insignificant effect on the soundness of a bank.

Recommendation

The suggestions from this study are: 1) For banking companies, bank management needs to have good
credit management so that the Loan to Deposit Ratio (LDR) level remains below the maximum limit required by
Bank Indonesia of 85%. Because the lower the LDR, the more profitable the bank is, which means the bank is in
a healthy condition. Bank management is expected to be able to increase the value of ROA, which is greater than
1.5% according to the requirements of Bank Indonesia, so as to increase the company's effectiveness in generating
profits by utilizing its assets, which means the bank is in good health. Bank management is expected to be able to
maintain Net Interest Margin (NIM) with a maximum limit of 2% as required by Bank Indonesia, so that the level
of bank liquidity will be high so as to enable the bank to be in good health. 2) Investors or potential (Nyoto et al.,
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2023) investors are advised to carry out an analysis of financial ratios, especially financial ratios related to the
soundness level of the bank because the soundness level of the bank definitely affects the company's ability to
create profits and convenience for customers in transactions. 3) For further researchers, it is advisable to use a
sample by expanding the scope of the bank that is the object of research and increasing the research period and
adding independent variables other than those already in this study such as economic factors which include
inflation, interest rates, government subsidies, exports (Renaldo, Suhardjo, Andi, et al., 2023), sales (Suhardjo et
al., 2023), accounting standards (Renaldo, Suhardjo, Suharti, et al., 2023), and so on which have not been
considered in this research.
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