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Abstract

The purpose of this research is to create liquidity detection model of
Indonesian banking industry, by acting internal and external factors of the
liquidity of the banking itself. Research variables include financial and
banking economic variables and banking characteristics.

The data used was data from 2002 to 2015. The process of processing
data starts from charting the main indicators of banking intermediation (loan
to deposit ratio). Then conducted an inference analysis of econometrics based
on dynamic models of banking behavior.

The priority of research is that the resulting model can be (1) applied
and able to provide very useful information in controlling banking liquidity
policy (2) to be a reference for monetary policymakers, especially BI (Bank
Indonesia) and OJK (Otoritas Jasa Keuangan) Indonesia in making policies to
stimulus financial market development. (3) This model can also be used as a
reference for the world of finance and banking in order to improve the
mobility capabilities of public funds, and (4) as a reference material for
further research. This model can be used as a means of dissemination and
publication for financial and banking observers in understanding the
conditions of money market / banks and capital markets.

Keywords: liquidity, characteristic, performance, market structure, behavior,
banking
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INTRODUCTION

The banking sector plays an important role in contributing to domestic
economic growth. This is closely related to the vital function of banking as
an institution. The success of banking intermediation function is reflected
in the large proportion of third-party funds channeled in the form of credit
by bank Loan to Deposit Ratio (LDR). Lending needs to take into account
many aspects of risk so that credit risk does not cause the risk of default
which causes banks to experience insolvency that interferes with the
national payment system and banking system. According to Latimeria
(2011:143-144), one of the risks of banks is liquidity risk. This liquidity risk
occurs due to poor bank liquidity levels. Liquidity risk is a risk that can be
met because a bank cannot meet its short-term obligations when it is
needed by the customer due to the lack of liquidity of the bank (Santoso
and Sukihanjani, 2013).

According to Ruslian (2015) Loan to Deposit Ratio (LDR) is a ratio that
shows a comparison between the amount of funds channeled to the
community or so-called credit, where the funds are taken from public funds
and their own capital. According to Cashmere (2011), banking liquidity can
be measured using Loan to Deposit Ratio (LDR). This is in accordance with
Bank Indonesia Circular Letter No.6/23/DPNP dated May 31, 2004 which
contains five aspects of banking health level assessment, namely CAMELS
(Capital, Assets, Management, Earning, Liquidity, Sensitivity to market
risk). Therefore, liquidity can be one of the benchmarks for assessing
banking performance, this ratio describes the ability of banks to pay back
withdrawals made by customers by relying on credit provided as a source
of liquidity. The higher this ratio the lower the liquidity capabilities of
banks. In order to maintain the health of the bank's business, Bank
Indonesia as a monetary authority through Bank Indonesia Regulation No.
15/7/PBI/2013 sets the size of LDR to be in the range of 78% - 92%.

Issue Identification and problem restrictions

1. Problem Identification
From the things described in the background, it can be identified the
following problems: The increase in LDR that tends to be high in the
mixed bank every year.

2. Problem Restrictions (Revision)
In this study, the authors limited the problems studied: this study

focused on the influence of Lending Rate, Cost of Funds, Loan to Asset
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Ratio, Debt to Asset ratio, Total Equity Total Asset, Operating Profit
Margin, Total Asset Turn Over to Loan to Deposit Ratio of Banking
Companies registered in Bank Indonesia period 2010 - 2015.

Research problems

Based on background and identification, the formulation of problems in

this study is:

1. Is Lending Rate (LR) a positive influence on  Loan to Deposit Ratio
(LDR) in Mixed Banks Period 2010 (Q1) - 2015 (Q4)?

2. Whatis the Cost of Fund (COF) on Loan to Deposit Ratio (LDR) in Mixed
Bank Period 2010 (Q1) - 2015 (Q4)?

3. What is the Loan to Asset Ratio (LAR) impact on loan to deposit ratio
(LDR) in Mixed Bank Period 2010 (Q1) - 2015 (Q4)?

4. Is the Debt to Asset Ratio (DAR) impact the Loan to Deposit Ratio
(LDR) in Mixed Bank Period 2010 (Q1) - 2015 (Q4)?

5. Is Total Total Asset Equity (TETA) impact to Loan to Deposit Ratio
(LDR) in Mixed Bank Period 2010 (Q1) - 2015 (Q4)?

6. Is Operating Profit Margin (OPM) impacting the Loan to Deposit Ratio
(LDR) in Mixed Bank Period 2010 (Q1) - 2015 (Q4)?

7. Does Total Asset Turnover (TATO) have a partial effect on loan to
deposit ratio (LDR) in Mixed Bank Period 2010 (Q1) - 2015 (Q4)?

8. Does LR, COF, LAR, DAR, TETA, OPM, TATO impact have a joint effect
on Loan to Deposit Ratio (LDR) in Mixed Bank Period 2010 (Q1) - 2015

(Q4)?

LITERATURE REVIEW

Bank

According to Law No.7 of 1992 on banking as amended by Law No. 10 of
1998 article 1 number 2 banks are: "Banks are business entities that raise funds
from the public in the form of deposits and distribute them to the public in the
form of credit or other forms in order to improve the living standards of many
people".

According to  Kasmir (2007:11), "Bank is a financial institution whose main
activity is to raise funds from the community andre-channel the funds to
the community and provide other bank services." Bank Campuran, which

is a bank whose shareholding is owned by foreign parties and national
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private parties. Where the majority of its shares are held by Indonesian
citizens. (Cashmere:2008,29)

Through its intermediation function, banks are able to raise funds
from the overfunded and channel them to those who need funding so that
they can be utilized for productive activities in the real sector. With this
intermediation process, bank plays an important role in the mobilization
of public fund to be rotated as one of the main sources of financing for the
business world, both for investment and production, in order to grow the
economy (Nainggolan, 2009).

Loan to Deposit Ratio (LDR) is a ratio that compares the amount of
credit channeled by the bank and the funds collected by the bank.
(Febrianto :2013) As with the company, the bank must also increase its
liquidity, but if in measuring the liquidity of the company using current
ratio or acid test ratio, the bank uses with LDR ratio. if the result of the
LDR measurement shows a low number then the bank is in a state of idle
money (excess liquidity) so that the bank loses its fore dimensions to get
a bigger profit. The size of LDR follows the development of Indonesia's
economic condition, and since the end of 2001 the bank is considered
healthy if the size of LDR is between 80 percent to 110 percent (Febrianto,
2013).

In addition to the highly competitive banking industry, the
determination of credit interest rates becomes a very strategic competitive
tool. Banks are expected to be able to control lower lending rates compared
to other banks. According to (Dendawijaya,2000:105) the policy of
determining the interest rate of credit should pay attention and analyze the
components that determine the interest rate of the loan is as follows:

1. Cost of Fund
2. Overhead Cost

In addition, deposit rates and credit rates are a reflection of demand
and supply, increase or decrease in interest rates in addition to being
influenced by external conditions also influenced by the internal condition
of a company. If the company is in bad financial condition it will raise the
deposit rate to obtain funding from the public. Meanwhile, rising lending
rates can be a strategy for banks to be able to increase their operating
income from that interest income.
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Hypothesis
Based on the formulation of problems, objectives, theory of previous
research and research methods, the hypotheses in this study are:

Hi: Lending Rate has positive effect on Loan Deposit Ratio
H2: Cost of Fund has positive effect Loan Deposit Ratio
Hs: Loan to Asset Ratio has positive effect Loan Deposit Ratio
H,: Debt to Asset Ratio has positive effect Loan Deposit Ratio
Hs: Total Equity to Total Asset has positive effect on Loan Deposit Ratio
Hg¢: Operating Profit Margin has negative effect on Loan Deposit Ratio
H,: Total Asset Turnover has negative effect Loan Deposit Ratio
Hg: LR, COF, LAR, DAR, TETA, OPM, TATO have a significant effect
simultaneously effect on the Loan Deposit Ratio

METHODS

The design of the research in this thesis is causality research which is a
study whose observations are conducted to test the influence of
independent variables on dependent variables. In this study, the influence
that will be studied is the influence of LR, COF, LAR, DAR, TETA, OPM and
TATO on loan to deposit ratio. This type of research in the thesis uses
quantitative research. Quantitative research method is one type of
research that specifications the design of research (Sugiyono, 2012).
Research Objects. The objects of research in this thesis are LR, COF, LAR,
DAR, TETA, OPM and TATO as independent variables (variable x) Loan to
Deposit Ratio are dependent variables (variable y www.bi.go.id). _.
Population and Sampling Techniques. The population is the entirety of the
research object. The population in this study was the Mixed Bank group in
Indonesia from 2010 to 2015 of 15 banks. The selection of samples in this
study uses purposive sampling method, i.e. sample selection method in
certain criteria (Emory Cooper in Ariyanti,2005). The criteria of this
research sample are:

a. Banking companies in Indonesia that have been registered with Bank
Indonesia that report finance and are listed on Indonesian Central Bank
website for the period 2010 - 2015.

b. Remained active in the Indonesian Banking industry from 2010-2015.
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Data Analysis Techniques
Data Panel Estimation Model
The data analysis method used in this study is a method of
quantitative data analysis. Quantitative data analysis method is used
because this research will analyze the problems that will be realized with
a certain value. The study will also use the panel's data regression analysis
technique. Then the data panel regression model can be formulated with
(Nachrowi and Usman,2006):
Yit=oa+BXit+eit[=1,23 ..,N;t=1,2, ..., T .....(3.1)
Description: N = Number of observations
T = the number of times
N x T = number of panel data
According to Nachrowi and Usman (2006), to estimate model parameters
with data panels, there are several techniques that may be used namely,
common effect model, fixed effect, and random effect

RESULTS

t Test (Partial Test)

To answer questions from the formulation of the problem requires
a statistical test. Therefore, a partial test with a t-test aims to find out how
far independent variables influence individually in explaining variations in
independent variables. Here's a summary of the hypothetical results:

Table 1. Summary of Hypothetical Results

Adrie Putra

Hypothesis Test Results

Variable (+/-) Significant (+/-) Significant Conclusion
LR - Significant + insignificant Rejected
COF + Significant insignificant Rejected
LAR + Significant + Significant Accepted
To give - Significant Significant Accepted
TETA + Significant Significant Rejected
OPM + Significant + insignificant Rejected
Tato + Significant + insignificant Rejected

Hz: LR has a significant negative effect on LDR Mixed Bank
The first hypothesis regarding LR, it is known that the coefficient value

of .0295034 indicates that LR has an insignificant positive effect on

LDR. This positive result shows that the increase in LR of 1% and other

factors is considered constantly lowering the liquidity of banking
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companies projected with LDR by 0.0029%. The insignificant value of
the LR variable is 0.701, where this value is greater than 0.05 with a
95% confidence level so it can be said that the LR variable proved to
have no significant effect on LDR.

The results of this regression analysis showed that LR was
not shown to have a significant positive effect on LDR which was not in
line with the proposed hypothesis which is a significant negative, so it
can be concluded that the first hypothesis (H1) was rejected.

Hz: COF has a significant positive effect on LDR Mixed Bank

The second hypothesis regarding the COF variable, it is known that the
coefficients value of -.4422661 indicates that COF negatively affects
LDR. This negative result indicates that a 1% increase in COF and other
factors considered constant will decrease the liquidity of banks proxies
by LDR by 0.0044%. The value of the COF variable is 0.494, which is
greater than 0.05 with a trust level of 95% so it can be said that the COF
variable proved to have no significant effect on the LDR.

The results of this regression analysis show that COF has not been
shown to have a significant negative effect on LDR which is not in the
direction of the proposed hypothesis which is a significant positive, so
it can be concluded that the second hypothesis (Hz) was rejected.

H3z: LAR has a significant positive effect on LDR Mixed Bank
The third hypothesis regarding the LAR variable, it is known that the
coefficients value of 1.353618 indicates that lar has a positive effect on
LDR. This positive result indicates that an increase of LAR of 1% and
other factors considered constant will decrease the liquidity of banks
projected with LDR by 0.0135%. the significant value of the LAR
variable is 0.0000, where this value is smaller than 0.05 with a trust
level of 95% so it can be said that the LAR variable proved to have a
significant effect on the LDR. The results of this regression analysis
showed that LAR proved to have a significant positive effect on LDR in
the direction of the proposed hypothesis which is a significant positive,
so it can be concluded that the third hypothesis (Hs) is accepted.

Hq4: DAR has a significant negative effect on LDR Mixed Bank
The third hypothesis regarding the DAR variable, it is known that the
coefficients value of -2.401739 indicates that DAR negatively affects
LDR. This negative result indicates that an increase of DAR of 1% and
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other factors considered constant will decrease the liquidity of banks
projected with LDR by 0.0240%. The significant value of the DAR
variable is 0.0000, where this value is smaller than 0.05 with a trust
level of 95% so it can be said that DAR variables prove to have a
significant effect on LDR.

The results of this regression analysis show that DAR proved to
have a significant positive effect on LDR in the direction of the proposed
hypothesis which is a significant positive, so it can be concluded that
the third hypothesis (H4) is accepted.

Hs: TETA has a significant positive effect on LDR Mixed Bank

The fifth hypothesis regarding the TETA variable, it is known that the
coefficients value of -1.36235 indicates that TETA negatively affects
LDR. This negative result indicates that a 1% increase in TETA and
other factors considered constant will decrease the liquidity of banks
proxies with LDR by 0.0136%. The significant value of the TETA
variable is 0.0000, where this value is smaller than 0.05 with a trust
level of 95% so it can be said that the TETA variable proved to have a
significant effect on LDR.

The results of this regression analysis showed that TETA was not
shown to have a significant negative effect on LDR which was not in line
with the proposed hypothesis which is a significant positive, so it can
be concluded that the fifth hypothesis (Hs) was rejected.

He: OPM has a significant positive effect on LDR Mixed Bank

The sixth hypothesis regarding the OPM variable, it is known that the
coefficients value of .1395487 indicates that OPM has a positive effect
on LDR. This positive result shows that an increase in TETA of 1% and
other factors considered constant will decrease the liquidity of banks
projected with LDR by 0.00139%. The significant value of the OPM
variable is 0.214, which is greater than 0.05 with a 95% confidence
level so it can be said that the OPM variable proved to have no
significant effect on LDR.

The results of this regression analysis showed that OPM was not
shown to have a significant positive effect on LDR which was not in the
direction of the proposed hypothesis which is a significant negative, so
it can be concluded that the sixth hypothesis (Hs) was rejected.
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H7: TATO has a significant positive effect on LDR Mixed Bank

The seventh hypothesis regarding the TATO variable, it is known that
the coefficients value of .1444568 indicates that TATO has a positive
effect on LDR. This positive result shows that a 1% increase in TATO
and other factors considered constant will decrease the liquidity of
banks projected with LDR by 0.00144%. The significant value of the
TATO variable is 0.642, where this value is greater than 0.05 with a 95%
confidence level so it can be said that the TATO variable proved to have
no significant effect on LDR.

The results of this regression analysis showed that TATO was not
shown to have a significant positive effect on LDR which was not in the
direction of the proposed hypothesis which is significant negative, so it
can be concluded that the seventh hypothesis (H7) was rejected.

Test F (Simultaneous Test)

Test F is used to test the developmental influence of LR, COF, LAR,
DAR, TETA, OPM and TATO as independent variables that influence the
development of LDR as dependent variables together (simultaneously).
Simultaneously the influence of LR, COF, LAR, DAR, TETA, OPM and TATO
growth as independent variables on LDR growth as dependent variables.
it can be seen that the value of F-calculates 154.66 > F of the table which is
2.14 with a significant value of 0.000 < 0.05. It can be concluded that
simultaneously there is a significant influence between growth variables
LR, COF, LAR, DAR, TETA, OPM and TATO as independent variables on LDR
growth in mixed banks during the period 2010 - 2015.

Determination Coefficient

The determination coefficient (R?) aims to find out how much the
ability of independent variables explains dependent variables. In this case
the results of the determination coefficient (R?) are in the following image:
, the number R square (R?) on the table is 0.2527. The figure is used to see
the large influence between growth variables LR, COF, LAR, DAR, TETA,
OPM and TATO as independent variables on LDR growth in mixed banks
during the period 2010-2015.
By calculating coefficients determination (R?) using the following formula:
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R*=r?x 100 %
=0,2527x 100 %
=2527%
=1-R?
=1-2527%
=74,73 %

This means that the development of LR, COF, LAR, DAR, TETA, OPM and
TATO as independent variables influenced the development of LDR in
mixed banks during the period 2010 - 2015 by 25.27% while the
remaining 74.73% was influenced by other variables outside the
regression model studied.

DISCUSSION

Effect of Lending Rate on Loan to Deposit Ratio

Based on the analysis of data testing and hypothesis testing that has
been done in this study, it can be known that Lending Rate has a very
significant positive effect on the Loan to Deposit Ratio. The results of this
study are the same as the results of research conducted by (Arif Lukman
2013), but contrary to research conducted by Nasiruddin (2005) which
stated LR has a significant negative effect on LDR. The results also showed
that rising lending rates resulted in increased liquidity levels. whereas it
should be, rising lending rates will affect the decrease in liquidity levels
because the higher the lending rate provided by banks, the public tends to
be reluctant to borrow and money marketed by banks looks expensive so
that the money stored in the bank is not trusted by the public and will have
a decrease in the liquidity level of the bank.

The relationship between rising lending rates has an insignificant
positive effect on the loan to deposit ratio due to the supply of funds owned
by banks but not productive, while loan to deposit ratio positions increase.
It should be with a high LDR position due to low credit interest rates so that
public interest increases to make loans to banks. Therefore, the increase in
LR has no effect on the height of LDR.

Effect COF on LDR

Based on the analysis of data testing that has been done in this study
it can be known that the Deposit Rate (Cost of Funding) has a negative effect
insignificant. On the Loan to Deposit Ratio. The results of this study
contradict research conducted by Maher Odeh (2013) which stated COF
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had a significant positive effect on LDR. The results showed that lower
deposit rates resulted in increased liquidity levels. In fact, the decrease in
deposit rates will affect the decrease in liquidity level due to the decrease
in the depositrate given by the bank to the public, it will decrease the public
interest to save in the bank. So, the bank cannot maximize profit and
inventory for short-term activities.

The relationship between rising cost of funds or significant negative
effect on loan to depositratio is due to the high interest rate of loans leveled
by banks, because deposit rates and loan rates each affect each other. If the
credit rate is high then the savings rate automatically decreases. Similarly,
Keynes Theory is that high interest rates are determined by demand and
supply of capital. Therefore, the decline of COF has no effect on the height
of LDR.

Effect of LAR on LDR

Based on the analysis of data testing that has been done in this study it can
be known that Loan to Asset Ratio (LAR) has a significant positive effect.
On Loan to Deposit Ratio. The results of this study show that the rise of LAR
resulted in increased liquidity levels. The results of this study are similar
to those conducted by Suwarsi Aqidah Asri (2009), but contrary to
research conducted by Fredrick Oglio (2015) which stated LAR had a
significant negative effect on LDR.

The relationship between the increase in LAR or the significant
positive effect on the loan to deposit ratio is due to the availability of third-
party funds stored in the bank derived from deposit savings that are
allocated within the company's assets sufficient to be able to channel
credit. Therefore, with the increase of LAR can affect the height of LDR.

Dar's influence on LDR

Based on the analysis of data testing that has been done in this
study it can be known that Debt to Asset Ratio (DAR) has a significant
negative effect. On Loan to Deposit Ratio. The results of this study are
similar to the results of research conducted by Zen (2012), but contrary to
research conducted by Anna Safitri (2013) which stated DAR had a
significant positive effect on LDR.
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The relationship between DAR's rise has a significant positive
effect on the loan to deposit ratio caused by the debt held by the bank can
be covered by assets owned in other words the debt decreases so that the
ratio of financial failure also decreases. Therefore, with the decline of DAR
can affect the height of LDR.

Effect TETA on LDR

Based on the analysis of data testing that has been done in this
study it can be known that Total Equity Total Asset (TETA) has a significant
negative effect on loan to deposit ratio. The results of this study also
showed that the decrease in TETA ratio resulted in increased liquidity
levels. whereas it should be, the decrease in TETA will affect the decrease
in liquidity level because the proportion of capital itself is relatively lower
compared to the assets held so that the company cannot meet its short-
term obligations where this working capital is used to carry out the
company's operations on a daily basis.

The relationship between declining TETA ratio has an insignificant
negative effect on the loan to deposit ratio due to the reduced capital held
by the bank making depositors less likely to decrease their interest in
saving in the bank, as it is considered illiquid. Therefore, with the decline
of TETA has no effect on the height of LDR.

Effect OPM on LDR

Based on the analysis of data testing and hypothesis testing that
has been done in this study it can be known that OPM (operating profit)
has a significant positive effect on LDR. The results of this study are the
same as the results of research conducted by Antung (2016). The results of
this study also showed that the increase in operating profit resulted in a
high loan to deposit ratio. In general, high profits can increase the capital
owned by banks which means it can increase sales by providing credit to
customers. However, the rise in operating profit indicates a poor state, as
the influence of every rupiah of sales absorbed in costs is also high.

The relationship between OPM has an insignificant positive effect
on the loan to deposit ratio due to the resulting profit being used entirely
to fund lending so that the bank does not have the availability of funds for
the short term which means optimal profit conditions are not necessarily
liquidity either. Therefore, with the increase of OPM has no effect on the
height of LDR.
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The Effect of TATO on LDR

Based on the analysis of data testing and hypothesis testing that has
been done in this study it can be known that TATO has a significant positive
effect on LDR. The results of this study also showed that the rise of TATO
resulted in a high loan to deposit ratio.
The relationship between TATO positively effect is not significant because
the higher the turnover of assets managed by the company, the better the
effectiveness of the company using the overall asset to create sales and
profit. But it has no effect because high profits are not necessarily liquidity
either. Thus, the increase in TATO has no effect on the height of LDR
CONCLUSION

Based on the results of analysis and discussion, can be drawn some

conclusions as follows:

1. LR growth had no significant effect on LDR growth at mixed banks in
Indonesia from 2010 to 2015.

2. COF had no significant effect on LDR growth in mixed banks in
Indonesia from 2010 to 2015.

3. LAR had a positive and significant effect on LDR growth at mixed banks
in Indonesia from 2010 to 2015.

4. DARhad a negative and significant effect on LDR growth in mixed banks
in Indonesia from 2010 to 2015.

5. TETA had a negative and significant effect on LDR growth in mixed
banks in Indonesia from 2010 to 2015.

6. OPM had no significant effect on LDR growth in mixed banks in
Indonesia from 2010 to 2015.

7. TATO had no significant effect on LDR growth in mixed banks in
Indonesia from 2010 to 2015.

The advice given to Mixed Bank in Indonesia by referring to the results of
this study is:

1. The increase in LR is worth noting because it will certainly reflect
low liquidity as well as provide lower lending rates in order to
optimize profit. in accordance with the role of the bank can become
an intermediation institution by channeling credit.

2. The need to keep deposit rates in a positive position, in order to
increase the public interest in saving in mixed banks and increase
the availability of funds so that it is not liquid.

3. Declining TETA ratios need to be controlled, which means the bank
has little capital and may cause banks to be unable to carry out
short-term operations.

4. The increasing value of OPM is worth noting, because the profit
earned is entirely used for lending. There needs to be an adjustment
of the percentage scheme of lending in each month and pay
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attention to the normal LDR limits set by BI. this is in anticipation of
the inability to pay depositors' short-term funds.
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