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Abstract. The research is motivated by the level of profitability which is a
benchmark for Islamic banks in generating profits which is still not stable
and tends to decrease every year. The factors that can affect the level of
profitability of Islamic banks are Third Party Funds (DPK), Capital
Adequacy Ratio (CAR), Non Performing Financing (NPF), Financing to
Deposit Ratio (FDR), Net Operating Margin (NOM) and Operating
Expenses for Operating Income ( BOPO). The purpose of this study was to
determine the effect of the variables TPF, CAR, NPF, FDR, NOM and
BOPO on the profitability of BRI Syariah Bank and to find out which
variables had the most significant effect on the profitability of BRI Syariah
Bank. The data used in this study is secondary data obtained from the
quarterly financial statements of BRI Syariah Bank for the period 2012 to
2020. The data analysis technique used multiple linear regression consisting
of multicollinearity test, multiple regression analysis, simultaneous test,
partial test, and classical assumption test of residuals. The test results show
that NPF, CAR, NPF, FDR and NOM have a significant effect on the
profitability of BRI Syariah Bank.

1 Introduction

Economic growth in a country can be characterized by the growth of the banking industry
in that country. The more developed the banking industry, the better the economic
development of the country itself (Hasibuam 2009). The development of the banking industry
will increase the income received by the state. Therefore, every bank is required to provide
the best service in order to increase annual profits. The Bank prioritizes service in running its
business. In the economy in Indonesia, banks have to compete very tightly to be able to
survive. The number of new banks that have emerged has made people more flexible in
making their choices. (Santoso, 2000)

Banking is a financial institution that functions as an intermediary between parties who
have excess funds and those who lack funds, namely from customers who collect funds and
then distribute them to customers who need funds. Banks are the heart and veins of a country's
trade and economic development. The more funds a bank has, the greater the opportunity to
carry out its activities in achieving its goals. As well as providing other banking services to
gain profit and social interests to improve people's living standards. (Dendawijaya, 2009)

* Corresponding author: rendra.erdkhadifa@gmail.com



mailto:rendra.erdkhadifa@gmail.com

The amount of profit obtained by the bank depends on how the bank manages its financial
performance.

Financial performance in banking is very important where the bank is a trusted business.
If a bank has good financial performance, there will be more people who transact at the bank.
Financial performance is also used to determine the extent to which banking developments
have been achieved in any given period. (Kasmir, 2007) The achievement of good financial
performance and the ability to sustain banking life in the long term depends on many
individual and collective decisions that are continuously made by management. Every
decision taken will have a financial impact that causes the banking performance to improve
or worsen. The bank's financial performance can be assessed from the ratios in the financial
statements, one of which is the profitability ratio.(Munawir, 2002)

Profitability is the ability of a bank to generate profits, both from operational activities
and from non-operational activities. This ratio measures the effectiveness of the overall
management as indicated by the size of the profit earned in relation to sales and investment.
The better the profitability ratio, the better the ability to describe the company's high
profitability. (Fahmi, 2015) Profitability is used to measure or calculate the profits obtained
by banks in a certain period, assessing the position and development of profits from time to
time and assessing the amount of net profit after tax and with own capital. To measure the
productivity of all funds owned by banks which can also use profitability.

Profitability has an important meaning for the banking world, because the fundamental
business objective of banking is to obtain optimal profits by providing financial services to
its customers. In addition, investors have an interest in getting benefits from the bank through
increasing the investment value and dividends provided by the company. The increase in
investment value can be realized by increasing the profitability of the bank. Therefore,
profitability performance is an important indicator and can be used by banks in order to show
their performance. (Akbar, 2019)

Profitability ratios are divided into several types, one of which is related to assets known
as Return On Assets (ROA). ROA is the rate of return or profit generated from asset
management and company investment. This ratio is used as an indicator of banking
profitability by comparing net income with the total assets of the company. ROA can provide
adequate measurement of the overall effectiveness of the company because ROA takes into
account the use of assets and profitability in sales. (Kasmir, 2016)

In 2018 and 2019 the level of profitability of Islamic banking in Indonesia also increased
by 1.28% and 1.73%, respectively, this indicates that Islamic banks have good financial
performance and there are many people who transact at Islamic banks. However, in 2020 the
development of Islamic banking profitability decreased to 1.40%, this decrease occurred due
to the ineffectiveness of management in managing its assets due to the Covid 19 Virus
pandemic, the decline in profitability could also lead to a decrease in public confidence in
Islamic banks. The problem for the banking industry in Indonesia is that it is unable to
maintain its profitability so that it remains stable and does not always experience a decline.

Based on the level of profitability, Indonesia has the three best state-owned Islamic
banks, namely BRI Syariah Bank, BNI Syariah Bank and Mandiri Syariah Bank. Bank BRI
Syariah was established on December 19, 2007, Bank BNI Syariah was established on April
29, 2000 and Bank Syariah Mandiri was established on October 25, 1999. Bank BRI Syariah
is the youngest, but Bank BRI Syariah has rapid asset growth and total financing and obtain
substantial third-party funding. This confirms the existence of BRI Syariah Bank in
Indonesia. Based on its profitability, Bank BRI Syariah has a smaller value when compared
to Bank BNI Syariah and Bank Syariah Mandiri.

The following is a picture of the development of BRI Syariah Bank's profitability from
2012 to 2020:
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Fig 1. Profitability in BRI Syariah

In Figure 1 the ROA ratio of BRI Syariah Bank in 2012 was 1.19%, based on Bank
Indonesia regulations regarding the soundness of banks, the financial performance of BRI
Syariah Banks can be said to be quite healthy. In 2013 1.15% was said to be quite healthy
even though it decreased from the previous year and in 2014 it decreased again to 0.08% and
this ROA ratio could be said to be less healthy. This decline was triggered by the high non-
performing financing that existed at the institution itself and was not matched by the
repayment of third party loans that were successfully collected by the bank.

In 2015 and 2016 Bank BRI Syariah began to rise from the decline in ROA that occurred
in the previous year, indicating that Bank BRI Syariah was able to overcome the problems
faced, the increase in ROA ratio was quite large, namely 0.69% and 0.18%. Although the
size of the increase is said to be good, it is still below the healthy criteria set by Bank
Indonesia. However, this increase did not last long, in 2017 to 2019 the decline in ROA
occurred again, namely in 2017 the ROA ratio became 0.51%, in 2018 it became 0.43% and
in 2019 it became 0.31%. In 2018 and 2019 Bank BRI Syariah can be said to be less
healthy. The decrease in this ratio was due to the high operational costs at Bank BRI
Syariah. In 2020 the ROA ratio of BRI Syariah Bank began to increase again to 0.81%, this
shows that BRI Syariah Bank has been able to control its operational costs.

Based on the description of the background of the problem above, it is interesting to raise
the issue and examine the variables that can affect banking profitability with the title "An
Analyzing Of Factors Affecting On Profitability In BRI Syariah”

2 Theories

2.1 Third Party Fund

Third party funds are funds collected from the public, both individuals, groups and legal
entities in the form of wadiah demand deposits, mudharabah savings, and mudharabah
deposits (Muhammad, 2017). Third Party Funds are funds originating from public
deposits. Banks can use third party funds to be placed in various posts that can provide
opinions, including in the form of credit. (Dendawijaya, 2009) Third party funds (TPF) are
funds sourced from the wider community, are an important source for bank operational
activities and are a measure of the success of a bank if the bank can bear its operating costs
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from this source of funds. If the third party funds increase, the bank has a greater opportunity
and opportunity to obtain higher income.

2.2 Capital Adequacy Ratio

CAR or often called the capital ratio is the authorized capital that must be met by the
bank. According to Bank Indonesia Regulations, CAR is a ratio that shows how far bank
assets that contain risks (credits, investments, securities, claims on other banks) are also
financed from the bank's own capital funds in addition to obtaining funds from sources
outside the bank. such as public funds, loans (debt), etc. (Defri, 2012). Mudrajad Kuncoro
and Suhardjono stated that the greater the Capital Adequacy Ratio (CAR), the greater the
bank's profit, the higher the CAR, the better the condition of the bank. In other words, the
smaller the risk of a bank, the greater the profit earned by the bank, which means that CAR
has a positive effect on ROA, the smaller the CAR, the smaller the ROA obtained by the
bank, and vice versa, the greater the CAR, the greater the ROA. obtained by the bank Non
Performing Financing

Non-performing financing is financing that has the potential to be unable to repay the
financing based on the terms that have been agreed and determined together. Non-performing
financing can also be interpreted as financing which in its implementation has not met the
desired target, such as: principal returns or profit sharing, current financing and special
attention, which has the potential for arrears. (Riyadi, 2006)

2.3 Financing Deposit to Ratio

Dendawijaya stated that the Financing to Deposit Ratio (FDR) is the ratio between the
total volume of credit or financing disbursed by the bank and the amount of funds received
from various sources. With a large distribution of deposits, the bank's income Return on
Assets (ROA) will increase, so that FDR has a positive effect on ROA. (Dendawijaya, 2009)

2.4 Net Operating Margin

Net Operating Margin is the equation of the Net Income Margin (NIM) ratio because in
the Islamic banking system it is not interest-based but based on profit-sharing. So the NOM
ratio is the ratio used to measure the ability of productive assets to generate profits. (Umam,
2009). According to Dendawijaya (2009), Net Operating Margin (NOM) is a ratio used to
measure the ability of bank management to manage their productive assets to generate net
operating income.

2.5 Operating Costs Operating Income

Operating Expenses Operational Income (BOPO) is a ratio that shows the amount of
comparison between operating expenses or costs to the operating income of a company in a
certain period. BOPO has become one of the ratios whose value changes are very concerned,
especially for the banking sector, considering that one of the criteria for determining the
soundness of banks by Bank Indonesia is the size of this ratio.
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2.6 Return On Assets

ROA is a ratio used to measure the ability of bank management to obtain overall
profits. The greater the ROA of a bank, the greater the level of profit achieved by the bank
and the better the position of the bank in terms of asset use (Dendawijaya, 2009). This ratio
describes the success of management in generating overall profit by comparing the profit
before tax with total assets. ROA also describes asset turnover as measured by sales
volume. The greater the ROA of a bank, the greater the level of profit achieved by the bank
and the better the position of the bank from the use of assets.

2.7 Profitability

Bank profitability is the ability of a bank toearn a profit expressed as a
percentage. Profitability is a ratio to assess the company's ability to seek profit. (Kasmir,
2008) Profitability (profit) is the result of the policies taken by management. Profit ratio
to measure how much profit the company can get . The greater the profit level, the better the
management in managing the company.

3 Research Method

3.1 Research Type and Approach

This study uses a quantitative approach. The type of research used is associative
research. This research is part of associative research because it shows the influence or
relationship between variables

3.2 Population, Sampling, and Sample

The population of this study is the entire financial report of BRI Syariah Bank in
Indonesia published on the official website. The sampling technique used in this research is
non- probability sampling . While the type of non- probability sampling technique used in
this study is purposive sampling , where the researcher in this case has certain criteria and
considers them based on the research objectives or existing problems. The sample in this
study is the financial statements of BRI Syariah Bank in the period 2012-2020 which are
presented in quarterly form. In this study, a sample of 36 data was used.

3.3 Data Sources, Variables, and Measurement Scales

The type of data used in this research is secondary data. The secondary data referred to
in this study is in the form of quarterly financial reports from January 2012 to 2020. This
study uses two variables, namely the independent variable and the dependent variable. The
independent variables in this study are Third Party Funds (DPK), Capital Adequacy
Ratio (CAR), Non Performing Financing (NPF), Financing to Deposit Ratio (FDR), Net
Operating Margin (NOM) and Operating Income Operating Expenses (BOPO). While the
dependent variable in this study is Profitability.
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3.4 Data Analysis Method

3.4.1 Multicolinearity Test

The method for testing the existence of this multicollinearity can be seen from the tolerance
value or variance inflation factor (VIF). This VIF value is searched through the following
formula:

VIF = L

—R?
1-R;

@

3.4.2 Regression Model

Linear regression model is a model that describes the relationship between the response
variable and the predictor variable. In this research, it is used to find out how much influence
TPF, CAR, NPF, FDR, NOM and BOPO have on profitability. The regression equation is:
Y =+ BiX; + B2Xz + B3X3 + BaXy +BsXs +BeXs + e (2)

3.4.3 Goodness Of Model

The method used to measure the goodness of the model in this study is the Coefficient of
Determination R2. The value of the coefficient of determination is used to measure how much
the variance of the response can be explained by the model. Good model if R? more than
75%. Here is the equation to find the value

3.4.4 Partial Test

The t test is a test used to test whether the independent variable has a significant effect on the
dependent variable. Test criteria, namely: The test criteria seen from the t-count and t-table
values are as follows:

1) If teest > traple rejected Hg
2) If tiest < traple accepted Hy

4 Result and Discussion

4.1 Multicolinearity Test

The following are the results of the multicollinearity test:.

Table 1. Multicolinearity Test Results

Variable VIF
DPK 2,933
CAR 2,459
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NPF 3,869

FDR 3,683
NOM 1,424
BOPO 1,830

Based on the results of the analysis shown in Table 1 that each variable has a VIF value of
less than 10. So it can be stated that the data is free from multicollinearity. Thus it can be said
that the variables X are mutually independent or independent.

4.2 Multiple Regrssion Analysis

The following are the results of multiple linear regression analysis:
ROA = 8,798 — 0,003 (DPK) — 0,008 (CAR) — 0,045 (NPF) — 0,005 (FDR) +
0,061 (NOM) - 0,078 (BOPO) + e

Based on the above equation, it can be concluded that the constant value of 8.798 states
that if the TPF, CAR, NPF, FDR, NOM and BOPO values are 0, then the ROA value is
8.798. For the regression coefficients from TPF, CAR, NPF, FDR and BOPO, it is stated that
each addition of one variable unit will reduce the ROA value by one unit. On the other hand,
every one unit decrease in the variable will increase the ROA value by one unit. As for the
NOM regression coefficient of 0.061, it states that for every addition of one NOM unit, it
will increase the ROA value of 0.061 one unit.

The results of the coefficient of determination () can be seen in the modal
summary table as follows:

Table 2. Multiple Linear Regression Test Results
Model R?
Regresi 0,618

By looking at the size of the values contained in Table 2 of 0.618 or 61.8%, it means that the
model is able to explain the actual condition of 61.8% or the relationship between predictor
and response variables is able to explain 61.8%. This also explains that 38.2% of the
profitability variable is influenced by other variables that are not used in the study. The results
of the simultaneous test can be seen in the following table:

Table 3. Simultaneous Test Results

F-test F-table Sig.
10,421 2,43 0,000

Based on Table 3, it is known that the F-count value is 10.421 and the F-table value with a
significant level (o) of 5% and a value Fg o5;6,29)0f 2.43, so F-test (10.421) > F-table (2.43)
so that the conclusion obtained is rejected HO. This means that there is one x variable that
has a significant effect on the y variable. The rejection decision HO can also be seen from the
p-value which is less than the significant level value. So that hypothesis 1 is tested, namely
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at least one of the variables that affect the profitability of BRI Syariah Bank. The results of
the partial test can be seen in Table 4 below:

Table 4. Partial Test Results
Variable | T-test | T-table Sig.

DPK -0,402 2,030 0,691
CAR -0,704 2,030 0,487
NPF -0,518 2,030 0,608
FDR -0,717 2,030 0,479

NOM 0,502 2,030 0,619
BOPO -5,377 2,030 0,000

Based on Table 4, it can be explained that the partial test results of the DPK, CAR, NPF,
FDR and NOM variables are t-count < t-table, it means that the five variables have no effect
on profitability. While the significance for the five variables is a significance value > 0.05,
which means that it is not significant. So the conclusion obtained is accept HO, namely TPF,
CAR, NPF, FDR and NOM have no significant effect on the Profitability (ROA) of BRI
Syariah Bank. The t-count value of BOPO based on Table 4.6 is 5.377 with a negative
direction and the t-table value is 2.030, so t-test (-5.377) > t-table (2.030). While the
significance for the BOPO variable is 0.000 when compared to the significance level (a =
0.05) so 0.000 <0.05 means significant. So that the conclusions obtained are HO rejected
and H1 accepted, this means that the BOPO has a significant negative effect on the
Profitability (ROA) of BRI Syariah Bank. So the variable that has a significant effect on the
profitability of BRI Syariah Bank is BOPO.

4.3 Residual Classical Assumption Test

The following are the results of the Glesjer Test:

Table 5. Glejser Test

Variable Sig.
DPK 0,055
CAR 0,415
NPF 0,242
FDR 0,070
NOM 0,399
BOPO 0,673

Based on Table 5, it can be seen that the significance value of the six independent
variables is more than 0.05. Thus it can be said that the independent variable has no
significant effect on the absolute residual variable or in other words there is no
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heteroscedasticity in the regression model. The following are the results of the independent
assumption test using the Durbin-Watson method:

Table 6. Durbin Watson Test

Model Durbin-Watson
Regresi 2,194

Based on the results of the autocorrelation test using the Durbin-Watson method, Table 6
shows a value of 2.194. Meanwhile, from the Durbin-Watson table with a significance of
0.05 and the amount of data (n) = 36, and k = 6 (k is the number of independent variables)
the dL value is 1.1755 and dU is 1.7987. Because the value of DW (2.194) lies between
1.7987 and 2.2013 (4 — 1.7987), the null hypothesis is accepted, which means there is no
autocorrelation. The following are the results of the Kolmogorov-Smirnov test:

Table 7. K-S Test

Unstandardized
Variable
Residual
Asymp. Sig. (2-tailed) 0,194

Based on the results of the One-Sample Kolmogorov-Smirnov Test normality test in Table
7 shows that the Asymp value. Sig (2 —tailed) of 0.194 > the value of the significance level
(0.05). The results of the analysis show that the residual data is normally distributed by
looking at the sig value which is more than the significance level value.

5 Conclusion

Based on the results of the analysis and discussion that have been explained, the
conclusion of this study is that from the results of the analysis that has been carried out it can
be seen that the magnitude of the influence of TPF, CAR, NPF, FDR, NOM and BOPO on
the profitability of BRI Syariah Bank for the period 2012-2020 are as follows: -variables that
do not significantly affect the profitability of BRI Syariah Bank are TPF, CAR, NPF, FDR
and NOM. While the variable that has a significant negative effect on the profitability of BRI
Syariah Bank is BOPO. The variable that has a dominant influence on the profitability of
BRI Syariah Bank is the BOPO variable. This is due to the high value of BOPO at BRI
Syariah Bank which causes the ROA BRI Syariah banks declined during the study year.
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