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ABSTRACT 

The purpose of this study was to determine and analyze the effect of financial performance, 
leverage, credit, and time on the risk of bad credit with company size as a moderating 
variable. The research method used in this research is quantitative. The population in this 
study were 47 commercial banks going public in Indonesia listed on the Indonesia Stock 
Exchange for the period 2016-2023, so the data used were 141 samples. The results showed 
that the variables studied had a significant influence on the risk of bad credit. First, the 
financial performance variable has a coefficient value of 1.84 with a significance value of 
0.017. These results indicate that financial performance has a positive effect on the risk of 
bad debts, with every 1% increase in financial performance will increase non-performing 
loans by 1.84% ceteris paribus. Second, the leverage variable also has a positive effect on 
non-performing loans, with a coefficient of 0.17 and a significance value of 0.0055. This 
indicates that every 1% increase in leverage will increase non-performing loans by 0.17% 
ceteris paribus. The implication of this study is the importance of tighter risk management 
in managing financial performance and leverage in commercial banks, especially in volatile 
periods such as the Covid-19 pandemic. Bank managers should pay attention to these 
indicators in making strategic decisions to minimize the risk of bad debts. In addition, this 
study provides insights for regulators to strengthen financial supervision policies to 
maintain the stability of the banking system in Indonesia. 
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INTRODUCTION 

Banks are one of the institutions that play an important role in the economy 

of a country including Indonesia. According to Law Number 10 of 1998 concerning 

Banking, a bank is a business entity that collects funds from the public in the form 

of deposits and distributes them to the public in the form of credit and or other forms 

in order to improve the lives of many people. Banks and other financial institutions 

are the factors that drive financial markets. Without them financial markets would 

not be able to channel funds from people who save to people who have productive 

investments. Thus, banking financial institutions play an important role in a coun-

try's economy (Mishkin, 2007). 

The banking sector is one of the factors driving the country's economic 

growth, although the contribution of the banking sector in Indonesia is small, but 

the sector is influential in channeling credit to other sectors. Banking has the main 

function of collecting funds in the form of deposits and channeling funds in the 

form of credit to the public, known as an intermediary institution for people who 

have excess funds (surplus) and lack of funds (deficit). The function of banks as 

trust institutions is that the intermediation activities carried out by the banking 

world are based on the principle of trust, namely the activities of raising funds car-

ried out must be based on trust from the public. Trust is related to the security of 

public funds in each bank. In addition, the trust aspect is also related to the custom-

er's ability to repay the loan he has received, both interest installments and principal 

repayments. Banks earn income from the difference between the interest earned and 

the cost of credit issued as a return on lending services, although followed by the 

emergence of bad credit risks (Latumaerisaa, 2014). 

The risk of non-performing loans can be seen from the ratio of non-perform-

ing loans which shows the number of substandard, doubtful, and non-performing 

loans to total loans disbursed (Bank Indonesia, 2015). Figure 1.1 shows the risk of 

non-performing loans reflected by non-performing loans of commercial banks in 

Indonesia in 2016-2023.  

 
Figure 1. Non-performing loans of commercial banks in Indonesia. 

Source : (Financial Services Authority, 2022) 

Figure 1 shows the movement of non-performing loans in the last eight years. 

During 2016-2019 the risk of non-performing loans in Indonesia had an average of 

2.54%, while 2020-2023 had a higher average of 2.67%. In 2020, non-performing 

loans in Indonesia increased significantly from 2.39% to 3.06%, making it the 

0,00%

1,00%

2,00%

3,00%

4,00%

2016 2017 2018 2019 2020 2021 2022 2023

Non Performing Loan (NPL) 

Commercial Banks in Indonesia



Indah Kumala Dewi 

 

The Effect of Financial Performance, Leverage, Credit, and Time on Bad Credit Risk 
with Company Size as a Moderating Variable 
  11488 

highest value in the last eight years. This increase was caused by the emergence of 

the Covid-19 pandemic in Q1 2020, resulting in a lockdown of several months. The 

lockdown had an impact on hampering national economic activity so that some 

people did not get income which caused people to be unable to pay credit and non-

performing loan ratios (Financial Services Authority, 2022). 

This research is expected to contribute to the benefits of accounting literature 

as reference material for research, especially related to bad credit risk, and is also 

expected to be useful for the Financial Services Authority as a consideration for 

improving regulations related to the implementation and implementation of bank-

ing in Indonesia, and can contribute to opening insights for parties who utilize fi-

nancial reports in decision making. 

 

RESEARCH METHOD 

This research uses panel data, which is a combination of cross-section data 

and time-series data. The data used in this study are quantitative and secondary data. 

Secondary data is obtained from the financial statements of banking companies in 

2016-2023. Financial reports can be obtained from the Indonesia Stock Exchange 

(IDX) on the site www.idx.co.id.  The population in this study were 47 go public 

commercial banks in Indonesia listed on the Indonesia Stock Exchange for the pe-

riod 2016-2023, so the data used were 141 samples. The data used is each individual 

commercial bank go public due to data completeness, because the bank is required 

to report the company's financial condition every certain period of time, namely 

quarterly and annually. Sampling is done by purpose sampling with the aim of ob-

taining a representative sample in accordance with the specified criteria. The sam-

ple used in the study was a go public commercial bank listed on the Indonesia Stock 

Exchange before 2016. The analysis used in this study is a panel data analysis 

method carried out by quantitative and descriptive methods.  

 

RESULT AND DISCUSSION 

Description of Research Subjects 

Descriptive analysis is a method used to describe or analyze a research result 

but is not used to make broad conclusions (Sugiono, 2017). Table 4.1 below is the 

result of descriptive analysis of this research. The study uses one dependent 

variable, namely the risk of bad credit, and four independent variables, namely 

financial performance, leverage, credit and time, as well as one moderating 

variable, namely company size. 
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Table 1. Descriptive Analysis 

 NPL KIN LEV CREDIT TIME 

 Mean  3.320393  0.743943  81.29771  1.277867  0.501792 

 Median  2.840000  1.095000  83.49000  7.290000  0.500000 

 Maximum  22.27000  4.760000  149.3800  491.3200  1.000000 

 Minimum  0.000000 -15.89000  33.00000  -64.09000  0.000000 

 Std. Dev.  2.428476  2.809330  10.14590  42.03358  0.500895 

 Skewness  3.008190 -2.799242 -0.578981  6.658651  -2.32596 

 Kurtosis  19.15540  14.20318  14.05808  66.84979  1.000000 

      

 Jarque-Bera  3467.260  1829128  1437.105  49454.46  46.66667 

 Probability  0.000000  0.000000  0.000000  0.000000  0.000000 

      

 Sum  929.7100  207.5600  22682.06  3565.250  140.0000 

 Sum Sq. Dev.  1639.513  2178.341  28617.09  491176.5  69.74910 

      

 Observations  280  280  280  280  280 

Source: Eviews 

Table 4.1 above shows the mean, median, maximum, minimum, and standard 

deviation values of each variable used. The bad credit risk variable proxied by non-

performing loans has an average value of 3.32% which is lower than the non-per-

forming loan limit of 5% based on Bank Indonesia Regulation No.13/1/PBI/2011 

with a mean value of 2.84%. The highest non-performing loan of 22.27% is the risk 

of bad credit from Bank Pembangunan Daerah Banten Tbk in 2020. The high non-

performing loan of Bank Pembangunan Daerah Banten Tbk in that year was due to 

the existence of Covid-19 in Indonesia and the bank restructured the debtors with 

the impact of Covid-19 and continued to strive for the settlement of non-performing 

loans. While the lowest value of non-performing loans is 0% by Bank Artos Indo-

nesia Tbk, this is because the bank has succeeded in reducing non-performing loans 

to near zero through the sale of bad and doubtful loans. Bank Artos maintains credit 

quality and supports the national economic recovery program by issuing policies 

and provisions related to credit facility restructuring policies for debtors affected 

by Covid-19 as a follow-up to POJK No. 11/POJK.03/2020 dated March 13, 2020 

concerning National Economic Stimulus as a Countercyclical Policy Impact of the 

Spread of Coronavirus Disease (Covid-19). 

The financial performance variable proxied by return on assets has an average 

value of 0.74% where the return on assets value is greater than 0.50%, which means 

that on average from 2016-2023 commercial banks in Indonesia have a fairly 

healthy return on assets with a median value of 1.01%. The highest return on assets 

of 4.76% is Bank Harda International Tbk in 2023, this is because the bank is con-

ducting sustainable market penetration into various customer segmentations and 

significantly increasing digital services which have an impact on increasing assets 

and liabilities. While the lowest return on assets of -15.89 was Bank Artos Indonesia 

Tbk in 2019, the low return on assets of the bank was caused by the acquisition 
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process of 51% share ownership by new shareholders, namely PT Metamorfosis 

Ekosistem Indonesia and Wealth Track Technology Limited.  

The leverage variable proxied by the Debt to Total Asset Ratio (DAR) has an 

average value of 81.31%. This value is included in the high level because it means 

that the average commercial bank in Indonesia has a debt burden of 81.31% com-

pared to its assets. The highest debt to total asset ratio belongs to Bank Oke Indo-

nesia Tbk at 149.38% because in 2018 the bank diversified its business both in 

terms of assets and liabilities. Until the end of 2018, the bank continued to develop 

its loan portfolio and focus on the SME business segment while still maximizing 

the distribution of financing to the selective BPR and Multifinance segments. Bank 

Oke Indonesia Tbk also started to develop multipurpose financing to expand its 

loan portfolio. The existence of business diversification in terms of assets and lia-

bilities has caused the bank to have a very high debt to total asset ratio value of 

149.38%, which means that the debt burden is greater than the existing assets. This 

is quite dangerous because if the company occurs liquidity, it has a debt burden that 

is more than its ability to pay with assets. Meanwhile, the lowest value is 33%, this 

happened because Bank Artos Tbk in 2021 increased capital and formed a digital 

bank by building fundamentals and validating principles related to technology, hu-

man resources and cooperation with partners. This causes the debt burden owned 

by Bank Artos to decrease due to the addition of asset capital which is reflected in 

the small value of the debt to total asset ratio.  

The credit variable used in this study is credit growth in the current month 

because it adjusts the units of other variables, namely percent. Credit growth in 

2016-2023 has an average value of 1.27%. The highest credit growth value was 

491.32% in 2021 by Bank Artos Indonesia Tbk, this is because the bank increased 

capital and formed a digital bank which caused the capital to be channeled into 

credit so that credit growth increased significantly. Meanwhile, the lowest value 

was -64.09% by Bank Capital Indonesia Tbk in 2021, a significant decrease in bank 

credit growth was due to the fact that it still could not withstand the impact of 

Covid-19 with the emergence of the delta variant (2020) and the Omicron variant 

at the end of 2021 again increasing the tension of uncertainty, which had an impact 

on people's caution in consuming and choosing to keep their funds in various bank-

ing instruments. The time variable uses a dummy variable, where the value 0 is for 

2016-2019 which is 4 years before the occurrence of Covid-19, while the value 1 is 

4 years during the existence of Covid-19, namely 2020-2023. This is to distinguish 

whether there are significant differences related to bank health before Covid-19 and 

during Covid-19. 

 

Description of Research Objects 

The research object used in this study is a public banking company listed on 

the Indonesia Stock Exchange in 2016-2023. Sampling was carried out using the 

purpose sampling method with the aim of obtaining a representative sample in ac-

cordance with the specified criteria. The sample used in the study was a go public 
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commercial bank listed on the Indonesia Stock Exchange before 2016. Because if 

a bank announces going public in 2016 there is a distance of time the bank has not 

gone public, so it cannot be included in the sample. The sample selection criteria in 

this study are shown in Table 4.1 below,  

Table 2. Research Sample Criteria 

No. Sample Criteria Number of 

Banks 

1. Commercial banks listed on the Indonesia Stock Exchange 

in 2023 

47 

2. Commercial banks listed after 2016 on the Indonesia Stock 

Exchange 

(6) 

3. Has a complete financial report that can be accessed on the 

website 

(6) 

Object of Research 35 Companies 

Research Time 8 Years 

Number of Research Samples 280 mpel 

Source: Modified 

Regression Model Selection 

In panel data analysis, there are three models that can be used, namely the 

Common Effect Model (CEM), Fixed Effect Model (FEM) and Random Effect 

Model (REM). To select the panel data regression model can be done through the 

Chow test, Hausman test, and Lagrange Multiplier (LM) test. This research tests 

the selection of the non-performing loan equation model because it uses the Panel 

Least Squares (PLS) method. 

 

Chow Test 

The Chow test is conducted to determine which model is better between com-

mon effect and fixed effect, while the Chow test results are: 

 

Table 3. Chow Test Results 
Redundant Fixed Effects Tests   

Equation: FEM    

Test cross-section fixed effects  

Effects Test Statistic d.f.  Prob.  

Cross-section F 4.794194 (34,236) 0.0000 

Cross-section Chi-square 146.512967 34 0.0000 

Source: Eviews 

Based on the chow test shown in Table 4.3, it shows that in the non-

performing loan equation, the statistical chi-square value (146.51) > chi-square 

table (48.60) with a confidence level of 95%. Thus it can be concluded that H0 is 

rejected so that the better model is fixed effect. The conclusion from the Chow test 

is that the fixed effect model is better than the common effect model. 

 

 

 

Hausman Test 
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The Hausman test is conducted to determine which model is better between 

random effect and fixed effect with the following test results: 

 

Table 4. Hausman Test Results 
Correlated Random Effects - Hausman Test  

Equation: REM    

Test cross-section random effects  

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob. 

Cross-section random 22.800987 8 0.0036 

Source: Eviews 

Based on the Hausman test displayed in Table 4.4, it shows that in the non-

performing loan equation, the statistical chi-square value (19.08) < chi-square table 

(21.95) with a confidence level of 95%. Thus it can be concluded that H0 is rejected 

so that the better model is fixed effect. Because the Chow test and Hausman test 

have selected a better fixed effect model, the model used in this study is the fixed 

effect model and the Lagrange Multiplier Test is not performed. 

Classical Assumption Test Results 

Autocorrelation Test 

Autocorrelation testing aims to see if in a linear regression model there is a 

correlation between period t confounding errors and period t-1 (previous) errors. 

Thus, the autocorrelation test can only be performed on time series data. This study 

ignores the autocorrelation test because the data used in this study is panel data. 

According to Basuki & Prawoto (2017), 

 

Heteroscedasticity Test 

Heteroscedasticity testing is carried out to determine whether the disturbance 

variable has a variant that is not constant or heteroscedasticity. This study uses the 

White method heteroscedasticity test with the following hypothesis: 

H0: there is no heteroscedasticity 

Ha: there is heteroscedasticity 

 

Table 5. Heteroscedasticity Test 
Dependent Variable: ABS(RESID)  

Method: Panel Least Squares   

Date: 06/13/24 Time: 05:42   

Sample: 2016 2023   

Periods included: 8   

Cross-sections included: 35   

Total panel (unbalanced) observations: 279  

Variable Coefficient Std. Error t-Statistic Prob. 

C 0.547010 0.948748 0.576560 0.5648 

KIN 0.492840 0.371874 1.325289 0.1864 

LEV 0.001787 0.039929 0.044762 0.9643 

CRE -0.033028 0.030201 -1.093619 0.2752 

TIME -0.768254 1.383862 -0.555152 0.5793 

KINSIZE -0.035255 0.022987 -1.533731 0.1264 

LEVSIZE 0.000410 0.002589 0.158417 0.8743 



Eduvest - Journal of Universal Studies 
Volume 4, Number 12, December, 2024 

 

 

11493  http://eduvest.greenvest.co.id 
 

CRESIZE 0.001830 0.001846 0.991309 0.3225 

TIMESIZE 0.033926 0.076326 0.444491 0.6571 

Source: Eviews 

Based on table 4.6 shows that the variables of leverage (LEV), financial per-

formance (KIN), time (TIME), the interaction of leverage with company size 

(LEVSIZE), and the interaction of time with company size (TIMESIZE) have sig-

nificant values > 0.05 so it can be concluded that heteroscedasticity does not occur, 

while the variables of financial performance (KIN), credit (CRE), interaction of 

financial performance with company size (KINSIZE), and interaction of time with 

company size (TIME SIZE) < 0.05 so it can be concluded that heteroscedasticity 

occurs, which means that there is an inequality of variance from the residuals of 

one observation to another in the regression model. 

This study has a heteroscedasticity problem, so it is overcome by using the 

Generalized Least Square (GLS) approach with cross section weight parameters in 

estimating the selected model. GLS can overcome the problem of heteroscedasticity 

without the need to test again. This method refers to (Muhammad Lukman k. et al., 

2013), and (Ticoalu et al., 2021). 

 

Multicollinearity Detection 

Multicollinearity detection testing is carried out to determine the linear rela-

tionship that occurs between the independent variables or independent variables 

used.  There are various ways to test multicollinearity, namely analyzing the corre-

lation matrix with Pearson Correlation. The following are the multicollinearity re-

sults of this study  

Table 6. Multicollinearity Test Results 

 
Source: Eviews 

 According to Gujarati (1995) if the correlation between two independent 

variables exceeds 0.8 then there is a multicollinearity problem. If the correlation 

between the explanatory variables is not greater than the correlation of the depend-

ent variable with each explanatory variable, it can be said that there is no serious 

problem. If there is a multicollinearity problem, there are the following ways, 

namely replacing or removing variables that have a high correlation, increasing the 

 KIN LEV CRE TIME KINSIZE LEVSIZE CRESIZE TIMESIZE 

KIN 1 

0.0782417499885

0009 

0.0109991347292

0398 

-

0.0442081893541

7198 

0.9932301478168

089 

0.2954436847730

755 

0.0296052715498

7546 

-

0.0071027852284

67076 

LEV 

0.0782417499885

0009 1 

-

0.3820710142428

693 

-

0.1725708280492

804 

0.0727346252448

3845 

0.8140923729162

589 

-

0.3678733681370

885 

-

0.1286312825258

991 

CRE 

0.0109991347292

0398 

-

0.3820710142428

693 1 

0.0701070584727

1255 

0.0116473105890

453 

-

0.3112483554528

205 

0.9981550465455

58 

0.0473936265196

6821 

TIME 

-

0.0442081893541

7198 

-

0.1725708280492

804 

0.0701070584727

1255 1 

-

0.0498760041543

34 

-

0.0420187387911

9362 

0.0685004278659

8014 

0.9911182759729

822 

KINSIZE 

0.9932301478168

089 

0.0727346252448

3845 

0.0116473105890

453 

-

0.0498760041543

34 1 

0.3234544681257

182 

0.0317572183911

925 

-

0.0068731713099

66194 

LEVSIZE 

0.2954436847730

755 

0.8140923729162

589 

-

0.3112483554528

205 

-

0.0420187387911

9362 

0.3234544681257

182 1 

-

0.2871112888765

246 

0.0392276472827

859 

CRESIZE 

0.0296052715498

7546 

-

0.3678733681370

885 

0.9981550465455

58 

0.0685004278659

8014 

0.0317572183911

925 

-

0.2871112888765

246 1 

0.0481053359365

4146 

TIMESIZE 

-

0.0071027852284

67076 

-

0.1286312825258

991 

0.0473936265196

6821 

0.9911182759729

822 

-

0.0068731713099

66194 

0.0392276472827

859 

0.0481053359365

4146 1 
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number of observations or samples, transforming data into other forms, for example 

logarithms and natural logarithms. 

 

Normality Test 

Normality testing is carried out to determine whether the residuals are nor-

mally distributed or not. This study uses the Jarque-Bera method with the following 

hypothesis: 

H0: residuals are normally distributed 

Ha: residuals are not normally distributed  

0
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80

-4 -2 0 2 4 6 8 10 12

Series: Standardized Residuals

Sample 2016 2023

Observations 279

Mean       3.86e-17

Median  -0.073955

Maximum  12.03157

Minimum -4.592907

Std. Dev.   1.653387

Skewness   2.344917

Kurtosis   18.15479

Jarque-Bera  2925.571

Probability  0.000000 
 

Figure 2. Multicollinearity Test Results 
Source: Eviews 

The normality test results according to table 4.8 state the probability results 

of the standardized residual data of 0.000000 <0.05 so it can be concluded that the 

residual data is not normally distributed. According to (Hair et al., 2018), the nor-

mality test needs to be done if the number of observations is less than 50, to deter-

mine whether the error value is normally distributed. If the research data is large, 

namely more than 200 data, then the normality test can be ignored. This study ig-

nores the normality test because the data used in this study amounted to 280 or more 

than 200. 

 

Hypothesis Test Results 

The estimation results of the non-performing loan equation with the fixed ef-

fect model and the Panel Least Squares (PLS) method are summarized in the table 

below. 

Table 7. Hypothesis Test Results of Fixed Effect Model 
Dependent Variable: NPL    

Method: Panel Least Squares    

Date: 06/13/24 Time: 05:30    

Sample: 2016 2023    

Periods included: 8    

Cross-sections included: 35    

Total panel (unbalanced) observations: 279   

Variable Coefficient Std. Error t-Statistic Prob. Prob. 



Eduvest - Journal of Universal Studies 
Volume 4, Number 12, December, 2024 

 

 

11495  http://eduvest.greenvest.co.id 
 

1 Tailed 2 Tailed 

C 6.405713 1.590419 4.027688 0.0001 0.0001 

KIN 1.844671 0.623385 2.959121 0.0034 0.0017 

LEV 0.171267 0.066934 2.558751 0.0111 0.0055 

CRE -0.072742 0.050627 -1.436811 0.1521 0.0760 

TIME -1.097898 2.319814 -0.473270 0.6365 0.3182 

KINSIZE -0.118248 0.038533 -3.068710 0.0024 0.0012 

LEVSIZE -0.011396 0.004339 -2.626364 0.0092 0.0046 

CRESIZE 0.003806 0.003094 1.230188 0.2199 0.1099 

TIMESIZE 0.061798 0.127947 0.482993 0.6295 0.3147 

Effects Specification 

Cross-section fixed (dummy variables) 

R-squared 0.536466     Mean dependent var  3.320036 

Adjusted R-squared 0.453973     S.D. dependent var  2.428476 

S.E. of regression 1.794490     Akaike info criterion  4.148182 

Sum squared resid 759.9655     Schwarz criterion  4.707831 

Log likelihood -535.6714     Hannan-Quinn criter.  4.372684 

F-statistic 6.503145     Durbin-Watson stat  1.780815 

Prob(F-statistic) 0.000000     

Source: Eviews 

The constant value of 6.40 means that if the value of KIN, LEV, CRE, TIME, 

KINSIZE LEVSIZE, CRESIZE, and TIMESIZE is zero, the non-performing loan 

will be 6.40. The KIN coefficient of 1.84 means that every 1% increase in financial 

performance will increase non-performing loans by 1.84% ceteris paribus. The 

LEV coefficient of 0.17 means that every 1% increase in leverage will increase non-

performing loans by 0.17% ceteris paribus. The CRE coefficient of -0.07 indicates 

that every 1% increase in credit growth will reduce non-performing loans by 0.07% 

ceteris paribus.  

The R-squared in the table above is 0.5364 or 53.64% which indicates that 

there is a relationship together with the variables of financial performance, leverage, 

credit, and time to the risk of bad debts contained in this study. The adjusted R-

squared value in the table above is 0.45, which means that the variable risk of bad 

debts with the proxy of non-performing loans in this study can be explained by 

45.39% by the variables of financial performance, leverage, credit, and time. The 

remaining 44.61% is explained by other variables not used in this study.  

 

T-test 

The t-statistic test is conducted to determine whether there is an influence of 

the independent variables individually on the dependent variable with the assump-

tion that the other independent variables are constant. This test uses df (n-k) = 272 

and the significance level (α) = 5%.  Based on the hypothesis in chapter 3, the cri-

teria used in the test are as follows: 

Prob < 0.05 = H0 is rejected, meaning that the independent variable has an influence 

on the dependent variable. 

Prob > 0.05 = H0 is accepted, meaning that the independent variable has no influ-

ence on the dependent variable. 
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 The regression equation in this study is obtained from the following eviews 

results  

NPL=6,40+1,84KIN+0,17LEV-0,07CRE-1,09TIME-0,11KIN*SIZE-

0,01LEV*SIZE+0,01CRE*SIZE+ 0,06TIME*SIZE 

The financial performance variable has a coefficient value of 1.84 and a sig-

nificance value of 0.017. The significance value is smaller than 0.05, meaning that 

H0 is rejected so that financial performance has a positive effect on the risk of bad 

credit. When the Return On Asset ratio is getting bigger, it will be followed by an 

increase in non-performing loans, the greater the return on asset ratio of commercial 

banks means that the more efficient and optimal a bank manages its assets to earn 

profits, the greater the level of profit / profit obtained and the greater the funds 

channeled, so that the higher the loan disbursed. The large number of loans dis-

bursed by the bank will increase the ratio of bad debts by commercial banks. The 

results of this study are in accordance with (Dimitras, Dokas, Mamou, & Spyro-

mitros, 2022) which states that financial performance proxied by return on assets 

has a positive influence on bad credit risk proxied by non-performing loans. 

The leverage variable has a coefficient of 0.17 and a significance value of 

0.0055. The significance value is smaller than 0.05, meaning that H0 is rejected so 

that financial leverage has a positive effect on loan performing loans. In this study, 

leverage is proxied by the ratio of debt to capital which is the balance between the 

debt owned by the company and the assets owned. The higher this ratio means that 

the assets owned are less than the debt. Due to the higher debt owned by the com-

mercial bank, the risk of bad credit proxied by non-performing loans will increase. 

This is what causes leverage to have a positive influence on the risk of bad credit 

in accordance with (Saada, 2018). 

The credit variable has a coefficient of -0.07 and a significance value of 

0.0760. The significance value is greater than 0.05, meaning that H0 is accepted so 

that credit does not have a negative effect on loan performing loans. This is because 

the amount of credit disbursed has a positive effect on the risk of bad debts of com-

mercial banks, when the amount of credit disbursed is higher, the higher the risk of 

bad debts obtained by commercial banks. 

The time variable is a dummy variable with a value of 0 for the four-year 

period before Covid-19, namely 2016-2019, while the value of 1 for the four-year 

period when Covid-19 occurred in 2020-2023.  

The interaction of bad credit risk variables on the relationship between finan-

cial performance and company size has a coefficient of -0.11 and a significance 

value of 0.0012. The significance value is smaller than 0.05, meaning that Ha is 

accepted so that bad credit risk is able to moderate the relationship between finan-

cial performance and company size.  

The interaction of bad credit risk variables on the relationship between lever-

age and company size has a coefficient of -0.01 and a significance value of 0.0046. 

The significance value is smaller than 0.05, meaning that Ha is accepted so that bad 

credit risk is able to moderate the relationship between leverage performance and 

company size.  

The interaction of bad credit risk variables on the relationship between credit 

and company size has a coefficient of -0.01 and a significance value of 0.1099. The 
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significance value is greater than 0.05, meaning that Ha is rejected so that bad credit 

risk is unable to moderate the relationship between credit and company size.  

 

F-test 

The F-statistic test is conducted to see the effect of the independent variables 

together on the dependent variable. This test uses df (n-k) = 272 and the significance 

level (α) = 5%. The F-test in this model research Prob (F-Statistic) value in the table 

above is 0.000 <0.05, which means that the model used in this study has a signifi-

cant effect together on the non-performing loan variable. 

 

CONCLUSION 

The conclusions that can be drawn from this study are as follows. First, the 

financial performance variable has a coefficient value of 1.84 and a significance 

value of 0.017. The significance value that is smaller than 0.05 indicates that H0 is 

rejected, so financial performance has a positive effect on the risk of bad debts. The 

financial performance coefficient of 1.84 indicates that every 1% increase in finan-

cial performance will increase non-performing loans by 1.84% ceteris paribus. Sec-

ond, the leverage variable has a coefficient of 0.17 and a significance value of 

0.0055. With a significance value smaller than 0.05, H0 is rejected, so financial 

leverage has a positive effect on non-performing loans. The higher the leverage 

ratio shows that the assets owned are less than the debt, and this means that the 

higher the risk of bad credit which is proxied by non-performing loans. The lever-

age coefficient of 0.17 means that every 1% increase in leverage will increase non-

performing loans by 0.17% ceteris paribus. Third, the credit growth coefficient of -

0.07 indicates that every 1% increase in credit growth will reduce non-performing 

loans by 0.07% ceteris paribus. However, the credit variable has a significance 

value of 0.0760 which is greater than 0.05, so H0 is accepted and credit has no 

negative effect on non-performing loans. This is due to the positive effect of the 

amount of credit extended to the risk of non-performing loans of commercial banks; 

when the amount of credit extended is higher, the risk of non-performing loans is 

also higher. Finally, the time variable is a dummy variable with a value of 0 for the 

four-year period before Covid-19, namely 2016-2019, and a value of 1 for the four-

year period when Covid-19 occurred in 2020-2023. 
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