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ABSTRACT 

Financing risk is the most vital aspect in banking, so it must be managed so that it does not increase. The 

purpose of this study is to test the factors that determine financing risk. Financing risk is measured by 

non-performance financing (NPF), while the factors that are suspected of influencing financing risk 

consist of internal and external factors. Internal factors consist of profitability as measured by return on 

assets (ROA), capital as measured by capital adequacy ratio (CAR), liquidity risk as measured by financing 

to deposit ratio (FDR), and bank efficiency level as measured by operating expense to operating income 

ratio (EIR). While external factors consist of inflation rate, and Bank Indonesia interest rate. The 

population in this study were Islamic Rural Banks (IRBs) operating in Indonesia as many as 164 IRBs. 

Samples were taken as many as 75 IRBs with purposive sampling. The observation period was 4 years 

with quarterly data so that 1,200 observation data were collected. Hypothesis testing used panel data 

regression analysis by selecting three panel data regression models. After being tested with chow-test, 

Hausman-test, and Lagrange Multiplier-test, the common effect model was obtained as the best model. 

The results of the study with the common effect model are profitability (ROA), capital (CAR), efficiency 

level (EIR), and BI-rate have a positive and significant effect on financing risk. While liquidity risk (FDR) 

and inflation do not affect financing risk. 

Keywords: financing risk, profitability, liquidity risk, bank efficiency, inflation, BI-rate\ 

 

DOI: https://doi.org/10.64458/asbnic.v2.86  

 

 

INTRODUCTION 

Islamic rural banking (IRBs) has a very important role in supporting the poor and Micro, Small and 

Medium Enterprises (MSMEs) in Indonesia, because they have less access to general banking (Beik et al., 

2009). IRBs provide savings products and loan services designed to meet working capital and investment 

needs for small businesses with coverage in rural and suburban areas (Priyadi et al., 2021; Widarjono & 

Rudatin, 2021). Fakhrunnas (2020) stated that the Indonesian economy is supported by MSMEs, which 

contribute more than 60% of Gross Domestic Product (GDP), but still cannot access capital from general 

banking. Therefore, the role of IRBs is needed, especially in providing funds in accordance with Islamic 

teachings. The banking industry is an institution with very strict regulations, so it faces various risks. 

One of the risks faced by banks is the non-payment of loans provided, both principal and installments (T. 

Rahman & Fatmawati, 2020).  
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The main function of IRBs in addition to accepting customer deposits is to provide loans to the 

community, both individuals and MSMEs, in accordance with Islamic teachings. Loans provided by IRBs, 

which are often referred to as financing, of course have risks, namely financing risks as measured by 

non-performing financing (Muhammad et al., 2021). This risk is the main risk for IRBs, because the higher 

the non-performing financing (NPF), the lower the profitability. Therefore, IRBs must reserve their funds 

for this purpose which will later be treated as expenses, thus reducing bank profits (Ramadhani & 

Sutrisno., 2022; Rahman & Fatmawati., 2020). Therefore, management needs to be careful in handling 

this financing risk. Many factors influence the size of this financing risk, both internal bank factors and 

external factors. 

Internal bank factors that will be studied include bank profitability, liquidity risk, capitalization, 

and efficiency level. Profitability shows the bank's ability to generate profits from its operating activities 

(Kryeziu & Hoxha, 2021; Quan et al., 2019). Banks with high profitability have more reserves to manage 

financing risks, so they can reduce financing risks (Muhammad et al., 2020). The higher the profitability, 

the bank can also improve the quality of financing and choose more stable business segments to be 

financed (Priyadi et al., 2021). Several studies have shown that profitability as measured by return on 

assets (ROA) has a significant positive effect on financing risk (Sari, 2016; Priyadi et al., 2021), but many 

researchers have found significant and negative effects (Muhammad et al., 2020; Rahman & Fatmawati., 

2020; Wicaksono et al., 2024; Masfiatun et al., 2024).  

Capital for banks is very important because the function of capital is as a reserve if the bank 

experiences losses (Lihn et al., 2019; Risyanto & Soraya, 2021). Strong bank capital shows the bank's ability 

to absorb the risk of problematic financing. Thus, the higher the bank's capital, the more it is able to 

reduce financing risk. Muhammad et al., (2020); Saputri et al., (2020); Zuhri & Asiyah., (2023) found a 

significant negative effect between capital as measured by the capital adequacy ratio on financing risk. 

Meanwhile, liquidity risk as measured by the financing to deposit ratio (FDR) shows the amount of funds 

loaned compared to public savings. The greater the FDR, the greater the funds channeled for financing 

(Yustina et al., 2021). The greater the FDR, if the financing selection process is not good, it has the potential 

to increase financing risk, so that NPF will increase. The results of research from Zuhri & Asiyah., (2023) 

show a positive effect between FDR and NPF. Likewise, several researchers also found a positive effect 

between FDR and NPF (Rizqa & Haryono., 2023; Sari, 2016). However, the results of research from 

Munifatussaidah (2020); Aprilianto (2020) and Suhel et al., (2022) found a negative effect of FDR on NPF.  

The level of bank efficiency as measured by the ratio of operating costs to operating income (OIR) 

shows that the greater the OIR, the less efficient the bank is (Havidz & Setiawan, 2015; Sofyan, 2019). The 

high OIR is caused by the high operational costs of the bank, which results in disruption to bank 

operations which will ultimately increase NPF. When the OIR is high, a large portion of operating income 

will be absorbed to cover operational costs, which makes it vulnerable to increasing NPF (Shah et al., 

2021). Research results from Widarjono & Rudatin., (2021); Rizqa & Haryono., (2023) found a negative 

influence of OIR on NPF.  

Interest rates are an instrument applied by conventional banks, while IRBs use profit sharing and 

profit margin instruments to determine the price of their financing products (Nugraheni & Alimin, 2020). 

Although IRBs do not use interest instruments, they still consider conventional bank interest rates in 

determining profit margins. An increase in interest rates proxied by the BI rate will affect the profit 

margin or profit sharing. Therefore, interest rates affect the financing risk of IRBs, because an increase 

in interest rates will cause an increase in the profit margin so that customers must repay their loans in 

larger amounts which results in a potential increase in NPF (Priyadi et al., 2021). The results of research 

from Tunay & Akhisar., (2021) found that the BI rate has a positive effect on financing risk.  

Inflation can be interpreted as an increase in the general price of products and services over time 

(Wicaksono et al., 2024). High inflation causes people's purchasing power to decrease which has an impact 

on decreasing purchases. This can cause a decrease in production which in turn reduces the ability of 
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entrepreneurs to pay loans. (Retnowati & Jayanto, 2020) and (Suhel et al., 2022) revealed that high 

inflation causes financing risks to increase. 

 

 

LITERATURE REVIEW 

Financing Risk 

One of the functions of Islamic banks is to provide financing to customers in accordance with sharia 

principles (Sudarsono et al., 2019). According to Widodo & Asas., (2017), Islamic bank financing is divided 

into 3 categories, namely financing based on profit sharing (musharaka and mudharaba financing), based 

on profit margin (murabaha, salam, and istishna financing), and the lease principle (ijarah). Musharaka 

financing is financing based on profit sharing with a partnership agreement where the bank will include 

capital in the customer company, where the bank's profit comes from the profit sharing of the business 

with the agreed profit sharing ratio (Apriyanti et al., 2020). Meanwhile, mudharaba financing is an 

agreement between the entrepreneur (mudharib) and the bank based on profit sharing, where the profit 

sharing ratio is determined based on an agreement determined at the beginning. Customers prepare 

projects and management while banks provide the funds needed (Sudarsono et al., 2019). Murabaha 

financing is financing provided for the purchase of capital goods with a sale and purchase agreement 

where the bank will buy capital goods and sell them to customers by adding a certain agreed profit 

margin. This financing portion is the largest, perhaps because the risk is the smallest, easy and simple 

because the calculation is similar to interest-based credit (Pratikno & Ratnasari, 2017). While financing 

based on rent (ijarah), its operations are like operating leases where the bank buys fixed assets which are 

then leased to its customers. This financing portion is very small, especially for IRBs.  

In the banking business, the biggest risk faced is financing risk, namely non-payment of 

financing, both profit margins, profit sharing, and principal installments of the loan (Widarjono et al., 

2020). Alsyahrin et al., (2018) stated that if a bank fails to control financing risk, it can have an impact on 

the bank's profitability. Non-performing financing in Islamic banking is often referred to as problematic 

financing which is measured by non-performing financing (NPF). NPF can be interpreted as a 

comparison between problematic financing and total financing provided to customers. The amount of 

NPF can reduce bank performance because it will be treated as a cost that reduces bank profits. 

Therefore, Islamic bank management must be able to control so that NPF can be reduced as small as 

possible (Wasiaturrahma et al., 2020). 

 

Profitability and Financing Risk 

The main indicator of bank performance is profitability, namely the bank's ability to generate profits. 

One measure of profitability is return on assets (ROA), which is the bank's ability to generate profits with 

all assets owned by the bank (Widyakto & Wahyudi, 2021). The higher the ROA, the greater the profit 

obtained by the bank and the better the bank's performance. High ROA indicates that management is 

able to manage income and optimize financing in obtaining profits. High profits are also supported by the 

success of managing financing, thereby reducing financing risks (Rahman et al., 2016). Several studies 

have also found that greater profitability will reduce financing risks (Muhammad et al., 2020; Rahman & 

Fatmawati., 2020; Wicaksono et al., 2024; Masfiatun et al., 2024). Therefore, the hypothesis proposed is: 

H1: Profitability (ROA) has a negative effect on financing risk (NPF). 

 

Capital and Financing Risk 

Capital for banks is one of the most important and crucial components, because bank capital is regulated 

by the government, which must not be less than 8%. One of the functions of capital for banks is to cover 

losses experienced by banks. Bank capital is measured by the capital adequacy ratio (CAR), which is the 
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comparison between the amount of bank equity and risk-weighted assets (Anggareni et al., 2021). The 

amount of CAR indicates the bank's ability to cover the risk of asset decline due to losses from risky assets. 

CAR indicates the amount of funds invested by the owner, so that high CAR can reduce the losses 

incurred. Muhammad et al., (2020) found that bank capital has a negative effect on financing risk in 

Islamic banks. Sukmana & Febriyati, (2016) stated that the amount of CAR can be used by banks to 

develop information technology that can identify and assess more credible prospective customers so that 

it can reduce risk financing. Muhammad et al., (2020); Saputri et al., (2020) and Zuhri & Asiyah, (2023) also 

found a negative effect between CAR and NPF. Thus, the hypothesis proposed is: 

H2: Bank capital (CAR) has a negative effect on financing risk (NPF). 

 

Liquidity risk and financing risk 

Bank liquidity is the bank's ability to meet customer funding needs, both in terms of withdrawing funds 

and providing funds for credit for conventional banks or financing for Islamic banks (Mongid, 2015). The 

liquidity of Islamic banks to meet financing commitments is measured by the financing to deposit ratio 

(FDR). A high FDR indicates the amount of funds channeled for financing. FDR is the ratio between total 

financing and total third-party funds (Yustina et al., 2021). The higher the FDR, the greater the funds 

channeled for financing, and the higher the profitability. Zuhri & Asiyah., (2023) stated that a high FDR 

must be followed by good financing selection, if financing only pursues targets, the higher the FDR, the 

greater the NPF. Rizqa & Haryono., (2023) and Sari (2016) also found that FDR has a positive effect on NPF. 

Thus, the hypothesis proposed is: 

H3: Liquidity risk (FDR) has a negative effect on financing risk (NPF). 

 

Bank efficiency and financing risk 

Bank management is selected and tasked by shareholders to improve the welfare of the owners. 

Therefore, management must be able to work efficiently by minimizing operational costs so that 

profitability can be increased (Purwasih & Wibowo, 2021). Bank efficiency is measured by the operating 

expenses to operating income ratio (OIR), where the lower the OIR, the more efficient the bank is because 

the operational costs are lower (Nguyen & Vo, 2021; Zolkifli et al., 2019). Abdelmagid (2020) and Rafiullah 

& Atiquzzafar., (2018) found that increasing OIR has an impact on increasing NPF. Research results from 

Widarjono & Rudatin., (2021); Rizqa & Haryono., (2023) and Shah et al., (2021) also found a positive effect 

between OIR and NPF. Therefore, the hypothesis proposed is: 

H4: Bank efficiency (OIR) has a positive effect on financing risk (NPF). 

 

BI rate and financing risk 

Interest rates are instruments used for all conventional banking products, both savings products and 

fund distribution products (credit). The interest rates determined by conventional banks are greatly 

influenced by the Bank Indonesia interest rate (Adiwirawan, 2022). Islamic banks, although they do not 

use interest rate instruments, in determining their prices, still refer to conventional bank interest rates 

and the BI rate. The BI rate also affects the economy which also has an impact on companies, both large 

companies and MSMEs. Therefore, the higher the BI rate, the lower the payment capacity of 

entrepreneurs (Saputri et al., 2020). The results of research by Rizqa & Haryono., (2023) and Zuhri & 

Asiyah., (2023) found that the BI rate has a positive effect on financing risk (NPF), so the hypothesis is: 

H5: Interest rate (BIR) has a negative effect on financing risk (NPF). 

 

 

 

Inflation and financing risk 
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One of the factors that affects the economic conditions of a country is inflation. Inflation can be 

interpreted as an increase in the general price of products and services over time (Wicaksono et al., 2024). 

High inflation causes people's purchasing power to decrease which has an impact on decreasing 

purchases. This can cause a decrease in production which in turn reduces the ability of entrepreneurs to 

pay loans. (Retnowati & Jayanto, 2020) and (Suhel et al., 2022) revealed that high inflation increases 

financing risk. Thus, the hypothesis proposed is: 

H6: Inflation (INF) has a positive effect on financing risk (NPF). 

 

METHOD 

Population and Sample 

The population in this study is Islamic Rural Banks (IRBs) operating in Indonesia as many as 146 IRBs. 

Samples were taken as many as 75 IRBs using the purposive sampling method. The observation period 

was 4 years with quarterly data. The data source was taken from the Financial Services Authority (OJK) 

website. 

 

Research Variables 

The research variables consist of dependent variables, namely financing risk measured by non-

performing financing, and six independent variables consisting of profitability (ROA), bank capital (CAR), 

liquidity risk (FDR), bank efficiency (OEIR), BI-rate, and inflation rate. The measurements for each 

variable and its sources are shown in table 1 below: 

Table 1. Variable and Measurement 

No Variable Measurement Source 

1 
Non-financing risk (NPF) 

Non-perform Financing/Total 
Financing 

(Widarjono et al., 2020) 

2 Profitability (ROA) Earning After Tax/Total Assets (Istan & Fahlevi, 2020) 

3 Bank Capital (CAR) Equity/Risk weighted Assets (Mursal et al., 2019) 

4 Liquidity risk (FDR) Total financing/Total Deposit (Addou & Bensghir, 2021) 

5 
Bank Efficiency (OEIR) 

Operating expense/Operating 
income 

(Abdelmagid, 2020) 

6 BI Rate (BIR) BI rate end year (Setiawan, 2021) 

7 Inflation rate (INF) Inflation end year  (Fakhrunnas, 2020) 

 

Data Analysis 

Since the data is panel data, then to test the hypothesis will use panel data regression analysis. In panel 

data regression will produce three regression equation models, namely common effect model, fixed effect 

model, and random effect model. To choose the best model will be tested with Chow-test, Hausman-test, 

and Lagrange Multiplier (LM)-test. Here is the regression equation: 

NPFt-1 = α + β1ROAt-1 + β2CAR t-1 + β3FDR t-1 + β4OEIR t-1 + β5BIR t-1 + β6INF t-1 + ε 

 

 

 

RESULTS 



388  │  Conference Proceedings Paper: Insert Your Title Here 

 

Descriptive Statistics 

The research data consists of 1,200 observation data with the following minimum, maximum, mean and 

standard deviation data descriptions: 

Table 2. Descriptive Statistics 

  N Minimum Maximum Mean Std. Deviation 

NPF 1200 0.01 65.05 7.6292 7.16371 

ROA 1200 -30.38 63.04 1.9141 4.49933 

CAR 1200 2.54 95.09 12.7105 11.1478 

FDR 1200 34.08 384.87 93.6913 23.33975 

OEIR 1200 10.64 448.29 87.8597 30.32818 

BIR 1200 3.5 6 4.4062 0.96003 

INF 1200 -0.1 0.25 -0.01 0.07741 

Valid N (listwise) 1200         

Source: Data processed 

Based on table 2, it shows that NPF is still too high because NPF is 7.62%, above the maximum 

limit of 5%. This also has an impact on the return on assets (ROA) which is relatively small with an 

average value of 1.91%. Meanwhile, capitalization is quite good because it has an average value of 12.71% 

above the minimum provision of 8%. Financing to debt ratio (FDR) is very ideal because it has an average 

value of 93.69%. Likewise, the level of bank efficiency is also quite good because it has an average value 

of 87.86%. Bank Indonesia's interest rate with an average of 4.41%, and inflation is very low with an 

average of -0.01% 

 

Model Test 

From the results of data processing using e-views with the panel data regression method, three regression 

equation models were obtained consisting of the common effect model (CEM), fixed effect capital (FEM), 

and random effect model (REM). To select the best model, the Chow-test, Hausman-test, and LM-test were 

used. Table 3 shows the test results which produce a better common effect model than the other two 

models. 

Tabel 3. The Resul of Chow-test, Hausman-test; dan LM-test 

Type of Test Test Summary Best Model 

Chow-test 
Staistic df Prob 

Commen effect 
0.853344 741,118 0.8058 

Hausman-test 
Chi Sq. Satistic Chi. Sq df Prob 

Commen effect 
12.668112 7 0.0806 

LM-test 

Cross Section Time Both 

Commen effect  1.439776  0.743550  2.183326 

(-0.2302) (-0.3885) (-0.1395) 

Source: Data processed  

 

 

Hypothesis Test Results 
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After the model test was conducted, it turned out that the best model was the common effect model (CEM) 

as in table 4 below. To find out whether the hypothesis is accepted or rejected, it will be compared with 

the set significance level of 0.05. If the prob. value is smaller than 0.05, then the hypothesis is accepted, 

meaning that the independent variable has a significant effect on the dependent variable. Conversely, if 

the prob. value is greater than 0.05, then the hypothesis is rejected. 

Table 4. Hypothesis Result with Common Effect Model 

Variable Coefficient Std. Error t-Statistic Prob.   

C 174.044 76.81646 2.265713 0.0236 

ROA 0.140067 0.050211 2.789552 0.0054 

CAR 0.080679 0.017642 4.573169 0.0000 

FDR 0.010239 0.008365 1.224014 0.2212 

OEIR 0.083035 0.007574 10.96269 0.0000 

INF 5.158806 2.9778 1.732422 0.0835 

BI_RATE 0.814584 0.288977 2.818851 0.0049 

R-squared 0.139608     Mean dependent var 7.629183 

Adjusted R-squared 0.134556     S.D. dependent var 7.163707 

S.E. of regression 6.664344     Akaike info criterion 6.638065 

Sum squared resid 52940.88     Schwarz criterion 6.671998 

Log likelihood -3974.839     Hannan-Quinn criter. 6.650847 

F-statistic 27.63076     Durbin-Watson stat 2.047216 

Prob(F-statistic) 0.00000       

Source: Data processed 

 

Discussion 

The results of the hypothesis test of the effect of profitability on financing risk show a prob. value of 

0.0054 which is smaller than 0.05 with a positive coefficient. Thus, profitability (ROA) has a significant 

positive effect on financing risk. Because the hypothesis is that ROA has a negative effect on NPF, the 

hypothesis is rejected. These results show that the orientation of IRBs is more on profitability, even 

though NPF is high, profitability is expected to remain high by increasing FDR (Priyadi et al., 2021). High 

profitability can be obtained by increasing financing or increasing FDR, because the main source of 

income for IRBs is obtained from the amount of financing. To achieve high financing, the financing 

strategy is often aggressive, which results in increasing NPF. Management realizes that high profitability 

is still attractive for investors to invest in banks. These results are in accordance with the findings of 

Priyadi et al., (2021) and Sari (2016) who found that profitability as measured by ROA has a positive effect 

on financing risk.  

The hypothesis test of the effect of bank capital (CAR) on financing risk shows a prob. value. 

0.0000 is smaller than 0.05, meaning that CAR has a significant positive effect on financing risk. Because 

the hypothesis proposed that CAR has a negative effect on NPF, the hypothesis of this study is also 

rejected because the results are significantly positive. This result contradicts several researchers who 

stated that CAR has a negative effect on NPF (Saputri et al., 2020; Munifatussaidah., 2020; Rizqa & 

Haryono., 2023). According to Priyadi et al., (2021), CAR is likely to have a positive effect on NPF, because 

high NPF requires IRBs to provide more capital, which has an impact that the higher the NPF, the higher 
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the CAR. Meanwhile, Supriani & Sudarsono., (2018) explained that due to excess CAR, banks carry out 

excessive financing to obtain maximum profit, so that the financing analysis becomes less good which 

causes high NPF. Likewise with the research results from Widarjono & Rudatin., (2021) and Wicaksono 

et al., (2024) which found that CAR has a positive effect on NPF.  

The results of the hypothesis test of the effect of FDR on NPF showed a prob. value of 0.2212 

greater than 0.05. These results indicate that liquidity risk (FDR) has no effect on financing risk. Thus, 

the hypothesis is rejected, meaning that the high or low FDR has no effect on NPF. Priyadi et al., (2021) 

stated that if the financing provided has been analyzed properly, the size of the financing will not 

increase NPF. Meanwhile, Muhammad et al., (2020) argue that the possibility of IRBs' income is not only 

focused on financing but also from other sources of income. Several researchers also found that FDR had 

no significant effect on NPF (Fakhrunnas & Hasanah., (2022); Rahman & Fatmawati., (2020); Retnowati & 

Jayanto., (2020); Saputri et al., (2020). 

The results of the hypothesis test of the effect of bank efficiency on NPF show a prob. value of 

0.000 is smaller than 0.05, so it can be concluded that bank efficiency as measured by OEIR has a 

significant positive effect on NPF, and the hypothesis is accepted. The higher the OEIR, the lower the 

efficiency of IRBs, because they cannot manage their operational costs properly. Supriani & Sudarsono., 

(2018) stated that the high OEIR is caused by the costs incurred due to the increasing number of IRBs 

establishing branch offices and assistant offices, which has an impact on increasing bank operational 

costs. The large OEIR will also reduce profitability because operational costs are too high, thus reducing 

the reserve funds that can be used to cover problematic financing (Retnowati & Jayanto, 2020). These 

results also support several research results that found that OEIR has a positive effect on NPF (Saputri et 

al., 2020; Munifatussaidah, 2020; Masfiatun et al., 2024)  

The results of the hypothesis test on the effect of the inflation rate on NPF produced a probability 

value of 0.0835 greater than 0.05. It can be concluded that inflation has no effect on NPF, so the 

hypothesis is rejected. The size of the inflation rate does not affect the size of the NPF in IRBs. When 

viewed from descriptive statistics, the average inflation is -0.01 where the inflation rate can be said to be 

very small so that it does not have much effect on the economy and also on banking. Inflation is an 

external factor that cannot be controlled by banks, while IRBs customers who are in the low-income and 

MSME categories may never consider inflation in taking financing, so it has no effect on NPF. This result 

contradicts research by Budiarto, (2021) and Wiryono & Effendi., (2018) which found a negative effect of 

inflation on NPF. However, many studies have found that inflation has no effect on NPF (Fakhrunnas & 

Hasanah, 2022; Wicaksono et al., 2024; Suhel et al., 2022; Priyadi et al., 2021; Masfiatun et al., 2024).  

The results of the hypothesis test on the effect of the BI rate on NPF produced a probability value 

of 0.0049 which is smaller than 0.05, meaning that the BI rate has a significant and positive effect on 

NPF. This result is in accordance with the hypothesis proposed, so the hypothesis is accepted. Although 

IRBs are Islamic banks that do not use interest instruments in their operations, the BI rate will have an 

impact on the economy. The higher the BI rate, the higher the interest rates, both deposit interest rates 

and loan interest rates. With high interest rates, the interest installments that must be paid will be 

higher, allowing many customers to default, and ultimately increasing NPF. The results of this study 

support the findings of Tunay & Akhisar., (2021) who found that the BI-rate had a positive effect on NPF, 

and Arintoko et al., (2024) who found that loan interest rates had an effect on the credit risk of 

commercial banks in Türkiye. 

 

CONCLUSION AND RECOMMENDATIONS 

Based on the results of the hypothesis test, it can be concluded that there are three internal variables 

whose hypotheses are rejected. Profitability (ROA) and bank capital (CAR) have a significant effect but 

the direction of the effect is opposite so that the hypothesis is rejected while liquidity risk has no 

significant effect on NPF. There is one internal variable whose hypothesis is accepted, namely bank 

efficiency as measured by OEIR. While there is one external variable whose hypothesis is proven, 
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namely the BI-rate has a positive effect on NPF, and one variable has no effect, namely the inflation 

variable. 

 

ACKNOWLEDGEMENTS OR NOTES 

The researcher would like to thank the Management Development Center (PPM) of the Department of 

Management, Faculty of Business and Economics, Universitas Islam Indonesia for providing a grant for 

this research, so that it can be disseminated at the ASEAN School of Business Network (ASBN) held in 

Malaysia. 

 

REFERENCES 

Abdelmagid, D. (2020). Factors Affecting Liquidity of Islamic Banks in Saudi Arabia. Banking & Financial 

Studies, 36, 9–42. https://islamicmarkets.com/publications/factors-affecting-liquidity-of-islamic-

banks-in-saudi-arabia 

Addou, K. I., & Bensghir, A. (2021). Analysis of the determinants of bank liquidity risk: The case of Islamic 

banks in the UAE. SHS Web of Conferences, 119, 01008. 

https://doi.org/10.1051/shsconf/202111901008 

Adiwirawan. (2022). BI Increased Interest Rate: How The Impact On The Community Economy. 

Universitas Pendidikan Nasional. https://undiknas.ac.id/2022/10/bi-increased-interest-rate-how-

the-impact-on-the-community-economy/ 

Alsyahrin, D. P., Atahau, A. D. R., & . R. (2018). The Effect of Liquidity Risk, Financing Risk, and 

Operational Risk toward Indonesian Sharia Bank’s Financing with Bank Size as a Moderating 

Variable. Journal of Economics, Business & Accountancy Ventura, 21(2), 241–249. 

https://doi.org/10.14414/jebav.v21i2.1181 

Anggareni, A. M., Zuhroh, I., & Suliswanto, M. S. W. (2021). Determining Factors of Islamic Bank Capital 

Structure in Indonesia. Journal of Financial Economics & Investment, 1(2), 89–101. 

Aprilianto, F. (2020). An Analysis of Financing Scheme Effect on Non-Performing Financing Asset at 

Islamic Banks In Indonesia. Falah: Jurnal Ekonomi Syariah, 5(1), 25–32. 

https://doi.org/10.22219/jes.v5i1.11400 

Apriyanti, T., Effendi, J., & Burhanuddin. (2020). Factors That Affect Equity Financing in Shariah Mandiri 

Tbk Bank. Russian Journal of Agricultural and Socio-Economic Sciences, 97(1), 150–156. 

https://doi.org/10.18551/rjoas.2020-01.19 

Arintoko, Badriah, L. S., Rahajuni, D., Kadarwati, N., & Priyono, R. (2024). The Impact of Macroeconomic 

Variables on Credit Risk : Evidence Regarding Sustainable Lending in ASEAN Countries. 

International Journal of Sustainable Development and Planning, 19(4), 1589–1597. 

Beik, I. S., ’Ayyuniyyah, Q., & Arsyanti, L. D. (2009). The Role of Islamic Rural Bank in Financing the SMEs: 

Customer Perspective Analysis (Case Study of Amanah Ummah Bank in Bogor City, Indonesia). 

Tazkia Islamic Finance and Business Review, 4(2), 741–759. 

Budiarto, A. (2021). The Impact of Non-Performing Loans Towards Financial Performance of BPR in 

Central Java, the Role of Empathy Credit Risk. Proceedings of the 4th International Conference on 

Sustainable Innovation 2020-Accounting and Management (ICoSIAMS 2020), 176(ICoSIAMS 2020), 

251–258. https://doi.org/10.2991/aer.k.210121.035 



392  │  Conference Proceedings Paper: Insert Your Title Here 

 

Fakhrunnas, F. (2020). Total Financing of Islamic Rural Banks and Regional Macroeconomic Factors: A 

Dynamic Panel Approach. Jurnal Ekonomi & Studi Pembangunan, 21(1), 1–15. 

https://doi.org/10.18196/jesp.21.1.5028 

Fakhrunnas, F., & Hasanah, L. N. (2022). The Determinants of Islamic Banks ’ Non - Performing Financing 

in the Small-Medium Enterprises ( SMEs ) Sector. Jurnal Ekonomi & Studi Pembangunan, 23(2). 

https://doi.org/10.18196/jesp.v23i2.15562 

Havidz, S. A. H., & Setiawan, C. (2015). Bank Efficiency and Non-Performing Financing (NPF) in the 

Indonesian Islamic Banks. Asian Journal of Economic Modelling, 3(3), 61–79. 

https://doi.org/10.18488/journal.8/2015.3.3/8.3.61.79 

Istan, M., & Fahlevi, M. (2020). The Effect of External and Internal Factors on Financial Performance of 

Islamic Banking. Jurnal Ekonomi & Studi Pembangunan, 21(1). 

https://doi.org/10.18196/jesp.21.1.5036 

Kryeziu, N., & Hoxha, E. (2021). Factors affecting on bank’s profitability: the case of 19 Euro-Area 

countries. Jurnal Perspektif Pembiayaan Dan Pembangunan Daerah, 9(1), 1–8. 

https://doi.org/10.22437/ppd.v9i1.12165 

Lihn, D. H., Phuong, N. T., Xuan, N. T., Duc, L. A., Diep, N. N., & Trang, N. H. (2019). Determinants 

influencing capital adequacy ratio of vietnamese commercial banks. International Journal of 

Busniness, Economics and Law, 18(5), 871–878. https://doi.org/10.5267/j.ac.2020.5.007 

Masfiatun, Muhdlor, N. K., & Zuhdi, M. (2024). Analysis of the Determinants of Financing Risk in Islamic 

Banks in Indonesia. Journal of Indonesia Social Science, 5(11), 2845–2849. 

Mongid, A. (2015). Liquidity risk management in the Islamic rural banking: Evidence from Indonesia. 

Banks and Bank Systems, 10(3), 61–67. 

Muhammad, R., Azlan Annuar, H., Taufik, M., & Nugraheni, P. (2021). The influence of the SSB’s 

characteristics toward Sharia compliance of Islamic banks. Cogent Business and Management, 8(1). 

https://doi.org/10.1080/23311975.2021.1929033 

Muhammad, R., Suluki, A., & Nugraheni, P. (2020). Cogent Business & Management Internal factors and 

non-performing financing in Indonesian Islamic rural banks Internal factors and non-

performing financing in Indonesian Islamic rural banks. Cogent Business & Management, 7(1). 

https://doi.org/10.1080/23311975.2020.1823583 

Munifatussaidah, A. (2020). Determinants Non-Performing Financing (NPF) in Indonesia Islamic Banks. 

EQUILIBRIUM: Jurnal Ekonomi Syariah, 8(2), 255–274. 

Mursal, Darwanis, & Ibrahim, R. (2019). What Influences Capital Adequacy Ratio in Islamic Commercial 

Banks? Evidence from Indonesia. Journal of Accounting Research, Organization and Economics, 

2(1), 1–10. https://doi.org/10.24815/jaroe.v2i1.12868 

Nguyen, H. T. Van, & Vo, D. Van. (2021). Determinants of Liquidity of Commercial Banks: Empirical 

Evidence from the Vietnamese Stock Exchange. Journal of Asian Finance, Economics and Business, 

8(4), 699–707. https://doi.org/10.13106/jafeb.2021.vol8.no4.0699 

Nugraheni, P., & Alimin, I. N. (2020). Factors influencing PLS financing: the perspective of Indonesian 

Islamic banks employees. PSU Research Review, ahead-of-p(ahead-of-print). 

https://doi.org/10.1108/prr-07-2020-0022 



The 2nd ASBN International Conference 2025  │  393 

Pratikno, M., & Ratnasari, R. T. (2017). Third Party Funds, Number of Capital, and Non-Performing 

Financing to the Number Of Mudharabah Financing In Indonesia’s Sharia Banking. Advances in 

Social Science, Education and Humanities Research (ASSEHR), 158(Ictte), 958–963. 

Priyadi, U., Utami, K. D. S., Muhammad, R., & Nugraheni, P. (2021). Determinants of credit risk of 

Indonesian Sharīʿah rural banks. ISRA International Journal of Islamic Finance. 

https://doi.org/10.1108/IJIF-09-2019-0134 

Purwasih, H., & Wibowo, W. (2021). the Determinants Factors of Profitability Islamic Bank in Indonesia. 

Jurnal Muara Ilmu Ekonomi Dan Bisnis, 5(1), 89. https://doi.org/10.24912/jmieb.v5i1.10023 

Quan, L. J., Ramasamy, S., Rasiah, D., Yen, Y. Y., & Pillay, S. D. (2019). Determinants of islamic banking 

performance: An empirical study in Malaysia (2007 to 2016). Humanities and Social Sciences 

Reviews, 7(6), 380–401. https://doi.org/10.18510/hssr.2019.7664 

Rafiullah, S., & Atiquzzafar, K. (2018). Liquidity Management Mechanisms of Islamic and Conventional 

Finance : A Shariah Appraisal. Policy Perspectives, 15(2), 1–24. 

Rahman, M. A., Asaduzzaman, M., & Hossin, M. S. (2016). Impact of Financial Ratios on Non-Performing 

Loans of Publicly Traded Commercial Banks in Bangladesh. International Journal of Financial 

Research, 8(1), 181. https://doi.org/10.5430/ijfr.v8n1p181 

Rahman, T., & Fatmawati, K. (2020). Rahman, T., & Fatmawati, K. (2020). The influence of financial ratios on 

non performing financing of the sharia rural banks of Special Region of Yogyakarta (BPRS DIY) period 

2015 – 2018. Asian Journal of Islamic Manag.pdf. 2(1), 25–35. 

https://doi.org/10.1108/AJIM.vol2.iss1.art3 

Ramadhani, L., & Sutrisno. (2022). Factors Affecting Financing on Islamic Rural Bank in Yogyakarta and 

Central Java Province. International Journal of Economics, Business and Management Research, 

06(06), 27–40. https://doi.org/10.51505/ijebmr.2022.6603 

Retnowati, A.-, & Jayanto, P. Y. (2020). Factors Affecting Non-Performing Financing at Islamic 

Commercial Banks in Indonesia. Accounting Analysis Journal, 9(1), 38–45. 

https://doi.org/10.15294/aaj.v9i1.20778 

Risyanto, H., & Soraya, R. (2021). Determinants of Capital Adequacy Ratio Through Size , Liquidity , Credit 

Risk and Operational Efficiency in Sharia Commercial Banks in Indonesia. Jurnal Ilmiah Ekonomi 

Ilsam, 7(03), 1261–1269. 

Rizqa, A. A., & Haryono, S. (2023). Credit Risk Determinants: Specific and Macroeconomic Factors of 

Islamic Banks. Jurnal Ekonomi Dan Perbankan Syariah, 11(2), 100–112. 

Saputri, P. L., Agriyanto, R., & Abdillah, M. (2020). Analyzing The Macroeconomic and Fundamental 

Determinants of Non-Performing Financing of Bank Muamalat Indonesia. Economica: Jurnal 

Ekonomi Islam, 11(1), 49–78. https://doi.org/10.21580/economica.2020.11.1.4346 

Sari, M. K. (2016). Determinants of Islamic commercial banks financing risk in Indonesia. Journal of Islamic 

Economics Lariba, 2(2), 25–32. 

Setiawan, I. (2021). The Impact of Financing Risk on Islamic Banking Performance in Indonesia. Share: 

Jurnal Ekonomi Dan Keuangan Islam, 10(2), 212. https://doi.org/10.22373/share.v10i2.9400 

Shah, B. A., Shareef, M., & Khan, F. (2021). Factors affecting credit risk in islamic banks. The Discourse, 7(2). 



394  │  Conference Proceedings Paper: Insert Your Title Here 

 

Sofyan, M. (2019). Analysis Financial Performance of Rural Banks in Indonesia. International Journal of 

Economics, Business and Accounting Research (IJEBAR), 3(03), 255–262. 

https://doi.org/10.29040/ijebar.v3i03.588 

Sudarsono, H., Mifrahi, M. N., Susantun, I., & Rubcha, S. M. (2019). Analysis of factor affecting financing 

with Islamic banks in agriculture sectors. Asian Journal of Islamic Management (AJIM), 1(2), 116–

126. https://doi.org/10.20885/ajim.vol1.iss2.art6 

Suhel, Bashir, A., Asngari, I., & Hamidi, I. (2022). What are the Determinants Affecting the Financing Risk 

in Indonesian Sharia Rural Banks ? Muqtasid, 13(2), 143–159. 

Sukmana, R., & Febriyati, N. A. (2016). An analysis on financial and social performance of Islamic banks 

in Indonesia. Junral Pengurusan, 47, 81–90. https://doi.org/10.1504/IJMEF.2017.087479 

Supriani, I., & Sudarsono, H. (2018). Analisis Pengaruh Variabel Mikro Dan Makro Terhadap NPF 

Perbankan Syariah di Indonesia. Equilibrium: Jurnal Ekonomi Syariah, 6(1–18). 

https://doi.org/10.21043/equilibrium.v6i1.3040 

Tunay, K. B., & Akhisar, I. (2021). Determinants of Credit Risk in the Turkish Commercial Banking Sector : 

New Findings. International Journal of Insurance and Finance, December. 

https://doi.org/10.52898/ijif.2021.9 

Wasiaturrahma, Sukmana, R., Ajija, S. R., Salama, S. C. U., & Hudaifah, A. (2020). Financial performance 

of rural banks in Indonesia: A two-stage DEA approach. Heliyon, 6(7), e04390. 

https://doi.org/10.1016/j.heliyon.2020.e04390 

Wicaksono, S. A., Wulandari, P., & Hendranastiti, N. D. (2024). The Effect of industry sector and profit-

loss sharing financing on credit risk of Islamic banks in Indonesia considering COVID-19 

pandemic. Journal of Islamic Accounting and Business Research. https://doi.org/10.1108/JIABR-

04-2023-0135 

Widarjono, A., Anto, M. B. H., & Fakhrunnas, F. (2020). Financing Risk in Indonesian Islamic Rural Banks : 

Do Financing Products Matter ? The Journal of Asian Finance, Economics and Business, 7(9), 305–

314. https://doi.org/10.13106/jafeb.2020.vol7.no9.305 

Widarjono, A., & Rudatin, A. (2021). The Determinants of Indonesian Islamic Rural Banks’ Non-

Performing Financing. Global Review of Islamic Economics and Business, 9(1), 029. 

https://doi.org/10.14421/grieb.2021.091-03 

Widodo, A., & Asas, I. (2017). Determinants of Islamic Rural Bank Financing in Indonesia. Journal of 

Economics and Policy, 10(2), 273–288. https://doi.org/10.15294/jejak.v10i2.11293 

Widyakto, A., & Wahyudi, S. (2021). Analysis of factors affecting profitability of sharia commercial banks: 

evidence from Indonesia. Diponegoro International Journal of Business, 4(2), 95–104. 

https://doi.org/10.11594/nstp.2021.1307 

Wiryono, S. K., & Effendi, K. A. (2018). Islamic Bank Credit Risk: Macroeconomic and Bank Specific Factors. 

European Research Studies Journal, 21(3), 53–62. 

Yustina, W., Suryanto, T., Noviarita, H., & Anggraeni, E. (2021). Analysis of Factors Affecting Liquidity of 

Islamic Banking Listed on the Indonesia Stock Exchange. Al-Kharaj : Jurnal Ekonomi, Keuangan & 

Bisnis Syariah, 4(1), 47–61. https://doi.org/10.47467/alkharaj.v4i1.414 



The 2nd ASBN International Conference 2025  │  395 

Zolkifli, N. A., Samsudin, K. J., & Yusof, M. B. (2019). Determinants of Liquidity and Market Risk and the 

Effect on Bank Performance in Bahrain and Malaysia Banking. International Journal of Trade, 

Economics and Finance, 10(1), 8–16. https://doi.org/10.18178/ijtef.2019.10.1.630 

Zuhri, N. S., & Asiyah, B. N. (2023). Factors Affecting the Risk Non-Performing Sharia Commercial Bank 

Financing. Jurnal Ekonomi Syariah & Bisnis Islam, 10(2), 182–193. 

 

 


