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ABSTRACT
Company value that tends to decline is a problem that must be addressed. This is in line with the
theory of company which mentions that the goal of a company is to maximize it value. This study
is aimed at analyzing the effects of Loan to Deposit Ratio (LDR), Non-Performing Loan (NPL),
Income Diversification and Operational Cost and Return (BOPO) on company value, with Price
Book Value (PBV) and Return on Asset (ROA) as intervening variables.
The study population consists of companies listed on the Indonesian Stock Exchange between
2010 and 2015. The sampling technique employed was purposive sampling and 26 companies
were sampled according to the pre-determined criteria. Analyzes were carried out using the SPSS
program, with the data undergoing a statistical testing beforehand.
Results from the first regression model show that LDR has positive and significant effect on ROA,
BOPO has negative and significant effect on ROA, while NPL and Income Diversification does not
have any effect on ROA. On the other hand, results from the second regression model show that
LDR has a negative and significant effect on PBV; Income Diversification has a positive and
significant effect on PBV, whereas NPL and BOPO do not have any effect on PBV. Statistically, this
study also shows that ROA has a mediating effect on the relationship between Income
Diversification and BOPO against PBV.
Key Words : LDR, NPL, Income Diversification, BOPO, ROA, PBV
I. INTRODUCTION
The main goal a company wishes to
achieve is maximizing its value as to attract
investors to invest in the company. A
company’s value is measured from its market
value that is the value of its share at the end
of a fiscal year (Chen et al, 2011). Company
value is also a measure of its management
success in business operation both in the past
and for the coming prospects in order to
convince investors (Chandra, 2007).
Company value in this research is
approximated using the Price Book Value
(PBV). This PBV proxy is used as this ratio is
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commonly
employed
by
investment
managers and investors in determining share
value (Pandey, 2005). PBV value reflects
investors’ perception against a company, in
terms of management quality, profitability,
liquidity, and prospect (Reilly and Brown,
1997). PBV is the proxy of company value
that is stable and simple that can readily
compared to either the market value or a
similar company in order to determine
whether a share is cheap or expensive
(Marangu and Jagongo, 2014).
One of the aspects that affect company
value is profitability. This is because
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profitability is the ratio between gain and the
total asset and is a measure of a company’s
success. High profitability gives positive
signals to the market and provides value for
the company. A company’s performance can
be measured using profitability ratio that is
its Return on Asset (ROA), which is the best
measuring instrument for performance (Dod
and Chen, 1966). Hence, profitability is a
measure of financial performance that
compares gain to investment.

This research explains the phenomenon
of gap that takes place as there is a
decreasing tendency of PBV and financial
ratios of Loan Deposit Ratio (LDR), NonPerforming
Loan
(NPL),
Income
diversification, Operational Cost against
Operational Gain (BOPO), and Return on
Asset (ROA) that are not consistent each year.
Data of this gap phenomenon from each of
those variables are given in Table 1 as
follows:

Table 1
Mean LDR, NPL, Income Diversification, BOPO, ROA, PBV from 31 Public Banks listed in BEI for
the 2010-2015 period
Ratio
LDR
NPL
Income
Diversification
BOPO
ROA
PBV

2010
74,78
4,17

2011
74,49
4,92

2012
77,71
2,45

2013
82,18
2,33

2014
88,22
2,15

2015
85,59
2,63

2016
80,49
3,11

86,27
1,46
2,52

85,63
1,53
1,83

84,04
1,86
3,06

81,44
2,13
2,14

83,28
1,88
2,43

86,67
1,42
1,27

84,56
1,71
2,21

1,16

1,12

1,04

Research on liquidity ratio or LDR
against profitability results in significantly
positive influence as stated by Boadi et al.
(2015) and Arif (2012), while it is also found
to have significantly negative effect as
mentioned by Almazari (2014) and Yamuna
(2013). Research on non-performing loan or
NPL against profitability shows significantly
negative influence as described by Arif
(2012), Malik (2015), and Chiou et al (2014)
Rodriguez (2014), whereas it is also found as
to have no effect on profitability whatsoever
by Jha and Hui (2012). Research on income
ratio other than interest or income
diversification against profitability indicates
significantly positive influence as recorded by
Sawada (2013), Bhatia et al. (2012), Alper
and Albar (2011), Rodriguez (2014) and
Chiou et al (2014), while Wang et al. (2015)

1,04

1,10

0,95

1,07

and Afza et al. (2008) found no effect of this
measure on profitability. Research on
operational
cost
efficiency
shows
significantly negative effect as found by
Bhatia et al. (2012), Almazari (2014) and
Maredza (2014), whereas Rodriguez (2014)
and Karim and Alam (2013), found no effect.
Research on liquidity ratio against
company value reveals significantly positive
effect as discovered by Repi et al. (2015),
Basarn and Ulker (2015), while Shamsudin et
al. (2013) and Clercq (2015) mentioned no
effect. On the other hand, yet another
research by Gharaibeh (2014) and Waleed et
al (2016) found significantly negative affect
of liquidity ratio against company value.
Research on NPL ratio against company value
shows significantly negative influence as
mentioned by Repi et al (2015), Yao and
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Liang (2005) and Chiou et al (2014), while
Putra (2016) and Karim and Alam (2013)
stated that NPL does not affect company
value. Research on income ratio other than
interest or income diversification on
company value reveals significantly positive
effect as shown by Sawada (2013), Afza et al.
(2008), Ardian Prima Putra (2016) and Chiou
et al (2014), whereas Laeven and Levine
(2005) and Clercq (2015) found no effect.
Research on operational cost efficiency
against company value shows significantly
negative influence as found by Yao and Liang
(2005) and Sawada (2013), while Clercq
(2015) and Karim and Alam (2013)
discovered no effect.
Based on those gap and research gap
phenomena, the following questions are
formulated:
(1) How does LDR affect ROA?
(2) How does NPL affect ROA?
(3) How does Income Diversification affect
ROA?
(4) How does BOPO affect ROA?
(5) What is the effect of LDR against
company value?
(6) What is the affect NPL against company
value?
(7) What is the effect of Income
Diversification against company value?
(8) What is the effect of BOPO against
company value?
(9) What is the effect of ROA against
company value?
(10) Does ROA mediate the effects of LDR,
NPL, Income Diversification, and BOPO
against company value?
II. LITERATURE REVIEW
1. Theory
The signaling theory gives direction to
investor on how the management perceives a
company’s prospect (Brigham and Houston,
2001). Based on this signal theory, a quality

company gives signal to the market as to
allow the later to respond properly.
The economic efficiency theory aims to
measure the performance of a banking
system. A bank is said to be efficient when it
meets three (3) criteria of; using facilities
optimally (technical efficiency), allocating
available resources optimally (allocative
efficiency), and yielding products at optimum
level (scale efficiency) (Coelli et al., 2005). A
company is deemed efficient when it can
minimize the cost for certain outputs or when
it can maximize its profit using the available
input combination (Srivastava, 1999).
The intermediation theory states that
financial intermediation is based on
minimum production cost of information
related to intensive problem solving
(Schumpter, 1939). There are five (5) types
of financial intermediation; denomination
intermediation concerning ratio in savings
and loan value, risk intermediation related to
transformation of credit risk from depositors,
due date intermediation concerning due
dates for both savings and loan, information
intermediation related to information on
economic
condition,
and
currency
intermediation concerning different values in
currencies.
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2. Earlier Research
Laeven and Levine (2005) conducted a
research on the effect of income
diversification and macro factors on company
value. It was found that income
diversification does not affect company value.
Yao and Liang (2005) carried out a research
on factors affecting the value of banks in
Taiwan. They discovered that efficiency and
NPL negatively affect company value, while
profitability positively affects company value.
Afza et al. (2008) tested the effect of income
diversification against profitability and
company value. They found out that that
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income diversification positively affects
profitability and company value. Alper and
Albar (2011) measured the effect of internal
matters and macro aspects on the
profitability of some banks in Turkey. They
revealed
that
income
diversification
positively affects profitability. Bhatia et al.
(2012) probed into the effect of internal
matters against profitability. They showed
that NPL and operational cost efficiency
negatively affect profitability, while income
diversification positively affects profitability.
Arif (2012) carried out a research on
the effect of financial ratio of banks in
Pakistan against profitability. He found that
liquidity and NPL negatively affect
profitability. Jha and Hui (2012) conducted a
research on the effect of financial ratio in
banks in Nepal against profitability. They
found out that NPL and LDR do not affect
profitability. Karim and Alam (2013) tested
the effect of internal matters on company
value. They showed that operational
efficiency does not affect ROA and company
value, whereas credit risk negatively affects
ROA, but it does not affect company value.
Yamuna (2013) measured the effect of
internal matters in banks in Srilanka on
profitability. She discovered that liquidity
positively affects ROA, while overhead cost
negatively affects ROA. Shamsudin et al.
(2013) analyzed the effect of fundamental
maters on company value of banks in
Malaysia. He showed that ROA negatively
affects company value, while LDR does not
affect company value. Sawada (2013) carried
out a research on the effect of income
diversification and financial risk in banks in
Japan on company value. He understood that
income diversification positively affects
company value, whereas BOPO and NPL
negatively affect company value.
Gharaibeh (2014) tested the effect of
non-profit ratio on company value. He
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discovered that liquidity negatively affects
company value. Almazari (2014) had a
research on the effect of internal matters
against profitability in banks in Jordan and
Saudi Arabia. He found that BOPO negatively
affects ROA, while LDR positively affects ROA.
Maredza (2014) probed into the effect of
operational cost and internal efficiency on
profitability in banks. He showed that total
productivity efficiency negatively affects
ROA. Chiou et al. (2014) delved into the effect
of internal matters on profitability and
company value. They figured out that income
other than interest positively affects ROA and
company value, loan loss contribution
negatively affects ROA and company value,
while ROA positively affects company value.
Rodriguez (2014) tested the effect of internal
matters on profitability. He showed that loan
to deposit, provision for loan losses, and
operating expense do not affect ROA, while
non-interest revenue positively affects ROA.
Clercq (2015) managed to test the effect
of factors affecting company value in banks in
Europe. He showed that profitability
positively affects company value, while loan
to asset efficiency and income diversification
do not affect company value and that credit
risk quality negatively affects company value.
Wang et al. (2015) carried out a research on
the effect of income diversification against
profitability and company value in banks in
China and the USA. They figured out that
income diversification positively affects
company value, but it does not affect
profitability.
Basarn and Ulker (2015) conducted a
research on the effect of internal matters on
share prices. They showed that liquidity
negatively affects share prices, whereas ROA
does not. Malik et al. (2015) tested the effect
of internal and external matters on
profitability. They found out that NPL
negatively affects ROA. Makram et al. (2015)
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delved into the effect of internal and external
matters on profitability in banks. They
discovered that efficiency negatively affects
ROA. Boadi et al. (2015) had a research on
the effect of internal and macro aspects on
profitability in banks in Ghana. He showed
that liquidity management negatively affects
ROA.
Repi et al. (2015) tested the effect of
profitability and fundamental ratio on
company value. They revealed that ROA
positively affects PBV, while LDR and NPL
negatively affect PBV. Putra (2016) probed
into the effect of financial risk in banks
against company value. He figured out that
ROA and NPL do not affect company value.
However, income diversification proved to
have positive effect on company value.
Waleed et al. (2016) conducted a research on
the effect of liquidity on company value in
banks in Pakistan. They found that liquidity
negatively affects company value.

that period. These criteria found 26 banks.
The other variables included in this research
are given in the frame work as shown in
Figure 1.
Figure 1
Theoretical Framework

2. Definition of Operational Variable
Independent variables are the variables
that affect or cause changes in or the
emergence of a dependent variable. In this
research they are Loan Deposit Ratio, NonPerforming Loan, Income Diversification, and
Operational Cost against Operational Income.
Dependent variables are variables that are
affected or resulted from the presence of
independent variables. In this research it is
the Price to Book Value. Intervening variables
are variables that connect both independent
and independent variables. In this case, it is
the Return on Asset.

III. RESEARCH METHODOLOGY
1. Source of Data and Sample
The data used in this research are
secondary data consisting of the financial
reports of audited sample companies listed in
the Indonesian Stock Exchange (BEI) from
2010 – 2015. These data were taken from the
ICMD and also BEI (www.idx.co.id).
Samples for this research were taken
using the purposive random sampling
method. The criteria included banks that are
listed in BEI continuously from 2010 – 2015
and are continuously making gains during

Table 2
Variable and Operational Definition
No
1

Variable
Return on
Asset (ROA)

Description

Scale

Ratio between profit
before tax and total

Ratio

17

Measurement
ROA = Profit before tax
100%

×
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2

3

4

5
6

Price Book
Value (PBV)
Loan to
deposit ratio
(LDR)

Nonperforming
loan (NPL)
Income
Diversification
(DP)
Operational
cost against
operational
gain (BOPO)

asset.

Comparison
between
share price (closing
price at year end) and
book value (equity of
per
share)
in
a
company.
Ratio
between
the
amounts
of
fund
distributed
to
the
market in the form of
credit and the amount
of fund from the market
and personal capital
being used.
Ratio
between
the
number
of
nonperforming loans (nonliquid loan, and bad
loan)
against
total
credit.
Ratio
between
the
amount of income other
than interest and total
asset.
Ratio
between
the
amount of operational
cost and operational
gain.

Source: Books and journals

3. Method of Analysis
Certain assumptions must be met
during linear regression as to ensure a valid
result (Ghozali, 2006). These assumptions
include
normality,
autocorrelation,
multicolinearity, and heterokedasticity tests.
The next step is hypothesis testing with F and
t tests. The model of multiplier linear
regression in this research is as follows:
Y1 = a1 + b1X1 + b2X2 + b3X3 + b4X4+ e1
Y2 = a2 + b4X1 + b5X2 + b6X3 + b4X4 +
b7Y1 + e2

Ratio

Ratio

Total asset
(Triandaru and Santoso, 2006)
PBV = Share price× 100%
Book value
(Tjipto and Fakhruddin, 2001)
LDR = Total credit × 100%
Total DPK

(Triandaru and Santoso, 2006)
Ratio

Ratio
Ratio

NPL = Non-performing credit×
100%
Total credit
(Triandaru and Santoso, 2006)

DP= Non-interest income x
100%
Total asset
(Alper and Albar, 2011)
BOPO = Total operational cost
× 100%
Total
operational gain
(Triandaru and Santoso, 2006)

Mediation test using bootstrapping was
also done to figure out the direct effect of the
independent variables on the dependent
variables and the indirect effect of
independent variables when intervening
variables were used.

IV. ANALYSIS AND DISCUSSION
1. Descriptive Statistics
Descriptive statistics is aimed at
providing general description of the data
obtained. The minimum, maximum, mean,
18
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and standard deviation of research variables

are given in Table 3.

Table 3
Result of Descriptive Analysis

N

Minimum Maximum

LDR
156
40,22
NPL
156
0,21
DP
156
0,04
BOPO
156
33,28
ROA
156
0,18
PBV
156
0,30
Valid N (listwise)
156
Source: analyzed secondary data

140,72
8,82
3,05
97,97
5,15
17,11

It can be seen from Table 4.1 that the
mean value for PBV of banks listed in BEI for
the 2010 2015 period is 1.7578 with a
standard deviation of 1.72208, which means
that the standard deviation for company
value (PBV) is less than the mean value. Mean
PBV value of more than 1 show that the
market value is greater than the value on the
book.
Mean ROA for banks listed in BEI for the
2010 – 2015 is 2.1996 with a standard
deviation of 1.09090. This means that ROA
value fluctuates slightly for banks, as evident
with less standard deviation of ROA
compared to the mean ROA. This mean ROA
indicates that the banks’ profitability is in
good condition as required by the Bank of
Indonesia (BI) to be at least more than 1.5%.
Mean LDR value for banks listed in BEI
for the 2010 – 2015 period is 80.0040 with a
standard deviation of 14.17752. The lowest
LDR value during the research period is at
40.22 %, recorded for BVIC bank in 2011.
Meanwhile, the highest LDR value is at
140.72 %, achieved by SDRA bank in 2014.
This mean LDR value indicates good bank
intermediation as required by BI to be
around 78-92%.
19

Mean
80,0040
2,1200
1,0533
80,5549
2,1996
1,7578

Standard
Deviation
14,17752
1,28160
0,69649
9,43389
1,09090
1,72208

Mean NPL value for banks listen in BEI
for the 2010 – 2015 period is 2.1200 with a
standard deviation of 1.28160. The lowest
NPL value during the research period is at
0.21 %, recorded for BNBA bank in 2014.
Meanwhile, the highest NPL value is at 8.82
%, achieved by AGRO bank in 2011. This
mean NPL value shows that credit quality is
good and that banks are still able to maintain
their credit quality as required by BI to be
below 5%.
Mean Income Diversification value for
banks listed in BEI for the 2010 – 2015
period is 1.0533 with a standard deviation of
0.69649. The lowest Income Diversification
value during the research period is at 0.04 %,
recorded for INPC bank in 2015. Meanwhile,
the highest Income Diversification value is at
3.05 %, reached by BVIC bank in 2011. This
Income Diversification value indicates that
public banks are still conventional in nature,
in that they largely depend on interest for
their income.
Mean BOPO value for banks listed in BEI
for the 2010-2015 period is 80.5549 with a
standard deviation of 14.17752. The lowest
BOPO value during the research period is at
33.28 %, recorded for SDRA bank in 2014.
Meanwhile, the highest BOPO value is at
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97.97 %, achieved by BAEK bank in 2015.
This mean BOPO value shows that banks are
already able to run their operation efficiently
as required by BI to be below 92%.

(VIF) and Tolerance values from regression
output. VIF value of greater 10 or Tolerance
value of lower than 0.1 show that there is a
problem of multi-co-linearity in the
regression model. The VIF and Tolerance
value for both models is more than 10 and
lower than 0.1 respectively. Therefore the
regression model here is free from the
problem of multicolinearity.
Deviation in autocorrelation in this
research is tested using the run test. This run
test is aimed at knowing whether the linear
model includes a correlation between
disturbance error at period t and at period t1 (earlier period). Results of run test for the
first sig. Model is 0.184 > 0.05 and for the
second sig. Model is 0.068 > 0.05. Therefore,
the data of the data of this research is said to
be random.

2. Classic Assumption Test
Prior to carrying out testing for the
hypothesis of this research, the sample of
mean financial ratio calculation over the past
6 years must be tested first. This initial test
employs the classic assumption that includes:
normality, autocorrelation, multicolinearity,
and heterokedasticity.
Normality test must be carried out as
the data should be normally distributed.
Normal data are indicated with Kolmogorov
Smirnov test value with more than 0.05
significance. Results of Kolmogorov Smirnov
tests for the first sig. model is 0.041 > 0.05
and for the second sig. Model it is 0.397 >
0.05. Therefore, the data in this research are
considered normal.
Heterokedasticity test is conducted
using the park test by the regression of the
residual squared algorithmic value (LnU2i)
against the independent variables. If
independent variables significantly affecting
dependent variables, then a heterokedasticity
is indicated. Should this significant
probability is above the 5% trust level, then it
can be concluded that the regression model
does not contain any heterokedasticity
(Ghozali, 2006). Results of the park test for
the first and second sig. Model are > 0.05.
This means that the data in this research are
free from heterokedasticity.
Multicolinearity test is done by paying
attention to the Variance Inflation Factor

3. Multiplier Regression Analysis
Determination coefficient values state
the percentage of dependent variables that
can be explained with independent variables.
Determination coefficient values are known
from the values of adjusted R2. For first
model with ROA as dependent variable, the
value of adjusted R2 in the regression model
is 0.719. This means that 71.9 % of ROA
variables are affected by the four variables of
LDR, NPL, Income Diversification, and BOPO,
while the remaining variables (28.1 %) are
not yet covered by this research.
Based on results of SPSS output, it can
be seen that the partial effects the four
independent variables have on ROA can be
summarized as shown in Table 4.

20
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Table 4
Result of The First t Model Test
Unstandardized
Coefficients
B
Std. Error
Model
Constant
6,347
0,483
LDR
0,258
0,114
NPL
-0,43
0,034
DP
0,041
0,034
BOPO
-3,426
0,217
Source: analyzed secondary data

Standardized
Coefficients
Beta
0,102
-0,063
0,062
-0,806

From Table 4, the following multiplier
linear regression equation can be formulated:
ROA = 6.347 + 0.258LDR – 0.043NPL +
0.041DP – 3.426BOPO + e
Determination coefficient values state
the percentage of dependent variables that
can be explained with independent variables.
Determination coefficient values are known
from the values of adjusted R2.
For second model with PBV as
dependent variable, the value of adjusted R2

t
13,130
2,259
-1,268
1,200
-15,798

Sig.
0,000
0,025
0,207
0,232
0,000

Collinierity
Statistics
Tolerance
VIF
0,943
0,796
0,715
0,744

1,060
1,256
1,398
1,344

in the regression model is 0.360. This means
that 36 % of PBV variables are affected by the
four variables of LDR, NPL, Income
Diversification, BOPO, and ROA, while the
remaining variables (64%) are not yet
covered by this research.
Based on results of SPSS output, it can
be seen that the partial effects the five
independent variables have on PBV can be
summarized as shown in Table 5.

Table 5
Result of The Second t Model Test

Unstandardized
Coefficients
B
Std. Error
Model
Constant
1,112
1,345
LDR
-0,571
0,217
NPL
-0,029
0,064
DP
0,145
0,064
BOPO
-0,039
0,673
ROA
0,626
0,157
Source: analyzed secondary data

Standardized
Coefficients
Beta
-0,183
-0,033
0,180
-0,007
0,506

t
0,827
-2,631
-0,447
2,282
-0,058
3,984

Sig.
0,410
0,009
0,655
0,024
0,954
0,000

Collinierity
Statistics
Tolerance
VIF
0,911
0,787
0,708
0,269
0,273

1,098
1,270
1,413
3,723
3,662

4. Sobel Test
Significance test from mediation is
conducted
using
the
bootstrapping
technique. Mediation effects are known from
indirect effects that have significance of less
than 0.05. Results of this sobel test on ROA in

From Table 5, the following multiplier
linear regression equation can be formulated:
PBV =1.112-0.571LDR- 0.029NPL+ 0.145DP –
0.039BOPO + 0.626ROA + e
21
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mediating the influence of LDR on PBV sig. is
0.1636 > 0.05. Therefore, it can be said that
mediation has no effect. Result of this sobel
test on ROA in mediating the influence of NPL
on PBV sig. is 0.592 > 0.05. Hence, it is fair to
say that mediation does not have any effect. .
Result of this sobel test on ROA in mediating
the influence of Income Diversification on
PBV sig. is 0.0001 < 0.05. Therefore, it can be
concluded that mediation has an effect.
Result of this sobel test on ROA in mediating
the influence of BOPO on PBV sig. is 0.0003 <
0.05. Hence, mediation has an effect.

5. Discussion
Hypothesis 1, which states that LDR has
significantly positive effect on ORA, is
accepted. This means that increasing LDR
improves gain or ROA. LDR reflects
intermediation ability of banks to distribute
fund from third parties in the form of credit
or loan in order for the banks to make gains,
either from interest or profit. Should third
party funds are not distributed, they become
idle money and cause banks to lose the
opportunity to make gains from interests,
which means lost profit, that in turn lowers
banks’ ROA. Results of this research support
those of Boadi et al. (2015) and Arif (2012).
Hypothesis 2, which states that NPL has
significantly negative effect on ROA, is
rejected. Results show that NPL does not
have significant negative effect on ROA. The
descriptive statistics table shows that NPL’s
standard deviation is 1.2816, far lower than
mean NPL, sitting at 2.1200, which indicates
that NPL variation is small that it does not
affect ROA, and is still within the maximum
NPL value of 5%. Results of this research are
in favor of those of Rodriguez (2014), and Jha
and Hui (2012).
Hypothesis 3, which mentions that
Income Diversification has significantly
positive effect on ROA, is rejected. Results
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show that Income Diversification does not
have significant positive effect on ROA. The
descriptive statistics table shows that the
standard deviation of Income Diversification
is 0.69649, far lower than mean Income
Diversification, at 1.0533, which indicates
that public banks are still conventional or
rely heavily on income from interests. Results
of this research agree with those of Wang et
al. (2015) and Afza et al. (2008).
Hypothesis 4, which mentions that
BOPO has significantly negative effect on
ROA, is accepted. This means that the higher
the efficiency, as reflected in low BOPO, the
higher the profitability or ROA is. Banks with
high BOPO ratio do not operate efficiently, as
this high ratio describes the high operational
cost banks must bear in order to make
operational gain. Results of this research are
in agreement with those of Bhatia et al.
(2012), Almazaril (2014) and Maredza
(2014).
Hypothesis 5, which stipulates that LDR
has significantly positive effect on PBV, is
rejected. Results of this research show that
LDR has significantly negative effect on ROA.
Mean LDR in this research is 80.0040 % or
way above the lower limit of 78 %, as
required by BI. Increasing LDR at certain
levels improves a company’s value, but when
this increase is too high, it may lower a
company’s value as well. High LDR value
indicates massive bank credit expansion with
relatively limited funding. Hence, there is a
risk of liquidity problem. Banking liquidity
risk relates to the banks’ ability to fulfill its
commitments and also collect enough fund at
proper levels of prices. Results of this
research are in line with those of Gharaibeh
(2014) and Waleed et al. (2016).
Hypothesis 6, which stipulates that NPL
has significantly negative effect on PBV, is
rejected. Results show that NPL does not
have significant negative effect on PBV. The
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descriptive statistics table shows that NPL’s
standard deviation is at 1.2816, far lower
than mean NPL, at 2.1200, which indicates
that NPL has small variation and does not
affect PBV. This means that the lower the
NPL, the higher the company value is, as
reflected from PBV value. Based on the
results of this research, mean NPL value for
the 2010 – 2015 period is 2.12 %, which is far
below the limit of 5%. Hence, NPL ratio does
not have significantly negative effect on PBV.
Results of this research agree with those of
Putra (2016), and Rashed Karim and Alam
(2013).
Hypothesis 7, which states that Income
Diversification has significantly positive
effect, is accepted. This shows that the higher
the Income Diversification, the higher the
company value is, as reflected in PBV value.
Income
Diversification
allows
stable
profitability for banks as they are free from
the risks of interest rate and insolubility
(Saunders and Walters, 1994). This fact also
agrees with the signal theory that says that
Income Diversification relay significantly
positive signals to companies. Results of this
research support those of Sawada (2013),
Afza et al. (2008), Putra (2016), and Chiou et
al. (2014).
Hypothesis 8, which states that BOPO
has significantly negative effect on PBV, is
rejected. The descriptive statistics table
shows that BOPO’s standard deviation is at
9.43389, far lower than the mean BOPO, at
80.5549, which means that BOPO has little
variation that it does not affect PBV. Mean
BOPO data for the 2010 – 2015 period is at
80.5549 % or far below the required limit.
Therefore, BOPO does not have significantly
negative effect on PBV. Results of this
research agree with those of Clercq (2015),
and Karim and Alam (2013).
Hypothesis 9, stipulates that ROA has
significantly positive effect on PBV, is

accepted. This shows increasing ROA raises
company value, as reflected in PBV value.
ROA reflects a company’s ability in making
profit of the assets used. Mean ROA for the
2010 – 2015 period is 2.1996 % or always
more than then best standard at 1.5%. Hence,
ROA ratio has significantly positive effect on
PBV. Results of this research support those of
Chiou et al. (2014), Repi et al. (2015), and
Yao and Liang (2005).
Hypothesis 10, which mentions that
ROA mediates the effect of LDR on PBV, is
rejected. The descriptive statistics table
shows that standard deviation ROA is at
1.0909, far lower than mean ROA, at 2.1996,
which indicates that ROA has little variation.
Hence it cannot mediate the effect of LDR on
PBV. The value of direct effect is greater than
the indirect effect that ROA role in mediation
is weak.
Hypothesis 11, which stipulates that
ROA mediates the effect of NPL on PBV, is
rejected. The descriptive statistics table
shows that standard deviation ROA is at
1.0909, far lower than mean ROA, at 2.1996,
which indicates that ROA has little variation.
Hence it cannot mediate the effect of NPL on
PBV. The value of direct effect is greater than
the indirect effect that ROA role in mediation
is weak.
Hypothesis 12, which stipulates that
ROA mediates the effect of Income
Diversification, is accepted. This means that
ROA influences the relationship between
Income Diversification and PBV. Increasing
Income Diversification cannot directly raise
company value, but it is influenced by
profitability, as reflected in ROA.
Hypothesis 13, which states that ROA
mediates the effect of BOPO on PBV, is
accepted. This means that ROA affects the
relationship between BOPO and PBV.
Decreasing BOPO cannot directly raise
23
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company value, but it is influenced by
profitability, as reflected in ROA.

(9) Testing on Hypothesis 9 reveals that
ROA variable is partially having
significantly positive effect on ROA.
Therefore, Hypothesis 9 is accepted.
(10) Testing on Hypothesis 10 reveals that
ROA does not have any mediation effect
on the relationship between LDR
variable and PBV. Therefore, Hypothesis
10 is rejected.
(11) Testing on Hypothesis 11 proves that
ROA does not have any mediation effect
on the relationship between NPL
variable and PBV. Hence, Hypothesis 11
is rejected.
(12) Testing on Hypothesis 12 proves that
ROA does have mediation effect on the
relationship
between
Income
Diversification variable and PBC. Hence,
Hypothesis 12 is accepted.
(13) Testing on Hypothesis 13 shows that
ROA does have mediation effect on the
relationship between BOPO variable
and PBV. Therefore, Hypothesis 13 is
accepted.

V. CONCLUSION
1. Conclusion
The hypotheses in this research are
aimed at figuring out both their significant
and insignificant effect. Results of testing for
all hypotheses are given as follow:
(1) Testing on Hypothesis 1 show that LDR
variable is partially having significantly
positive effect on ROA. Therefore,
Hypothesis 1 is accepted.
(2) Testing on Hypothesis 2 show that NPL
variable
is
partially
having
insignificantly negative effect on ROA.
Therefore, Hypothesis 2 is rejected.
(3) Testing on Hypothesis 3 reveal that
Income Diversification variable is
partially having insignificantly positive
effect on ROA. Hence, Hypothesis 3 is
rejected.
(4) Testing on Hypothesis 4 reveals that
BOPO variable is partially having
significantly negative effect on ROA.
Hence, Hypothesis 4 is accepted.
(5) Testing on Hypothesis 5 proves that
LDR variable is partially having
insignificantly negative effect on ROA.
Therefore, Hypothesis 5 is rejected.
(6) Testing on Hypothesis 6 proves that
NPL variable is partially having
insignificantly negative effect on ROA.
Therefore, Hypothesis 6 is rejected.
(7) Testing on Hypothesis 7 shows that
Income Diversification variable is
partially having significantly positive
effect on ROA. Hence, Hypothesis 7 is
accepted.
(8) Testing on Hypothesis 8 shows that
BOPO variable is partially having
significantly negative effect on ROA.
Hence, Hypothesis 8 is rejected.

2. Implication of Managerial Policy
The management needs to pay attention
or control the movement of BOPO, which is
the most dominant ratio that affects
profitability. Therefore banks need to keep
on improving their efficiency in order to gain
optimum profit. The management needs to
increase Income Diversification, which at the
moment is still low, in order to increase
profitability and company value. The
management has to improve ROA, which is
the most important factor affecting company
value. ROA reflects a company’s ability to
make profit from the assets used. Factors
affecting ROA must be managed well and
risks must be mitigated properly, in order to
minimize risks for losses.
24

Jurnal Bisnis STRATEGI ● Vol. 26 No. 1 Juli 2017, halaman 13 – 27
P-ISSN : 1410-1246, E-ISSN : 2580-1171

3. Research Limitation
This research has some limitations in
that it only covers public banks listed in BEI
for the 2010 – 2015 period. Moreover, the
adjusted R2 value for the second model
shows a value of 36%. Therefore, future
research must add more variables and more
references in order to improve the value of
determination coefficient.

4. Future Research Agenda
Based on the limitations inherent in the
current research, future research must add
more variables that may affect company
value whilst improving the value of
determination
coefficient.
Moreover,
comparisons can also be made between
banks in Indonesia and those from regional
Asia such as ASEAN, up to those based in
Europe.
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