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ABSTRACT

This study aims to test and analyze the effect of bank performance using the RGEC method on stock prices in banking
sector companies for the 2019-2023 period. This type of research is associative research with data collection methods,
namely survey samples. The population in this study were 47 banking companies listed on the Indonesia Stock Exchange
during 2019-2023 with a sampling method, namely purposive sampling, based on the criteria set, 15 sample companies
were obtained. The data analysis method used is multiple linear regression. The results of this study indicate that Risk
Profile with the proxy Non Performing Loan (NPL), has a negative and significant effect on stock prices, Good
Corporate Governance (GCG) with the proxy self-assessment has a positive and insignificant effect on stock prices,
Earning with the proxy Return On Assets (ROA) has a negative and significant effect on stock prices, Capital with the
proxy Capital Adequacy Ratio (CAR) has a positive and insignificant effect on stock prices, Sensitivity has a positive
and insignificant effect on stock prices.

Keywords: Risk Profile, Good Corporate Governance, Profitability, Capitalization, Sensitivity,
Share Price

1. INTRODUCTION

The capital market is a meeting place between parties who have funds and parties who need funds. Those who have
funds invest their funds in the hope of benefiting from the increase in the price of the shares concerned, while those who
need funds hope that the funds obtained will be invested in real investments in order to grow large. The Indonesia Stock
Exchange (IDX) functions as an institution that organizes the capital market, providing opportunities for companies to
offer shares to the public to finance investment or business development.

In the capital market, the most important thing that investors should know is the share price. Shares are one of the
most popular financial instruments for people or investors to invest in the capital market. Investing with stocks is an
effective way for long-term investment. Investing in stocks means that investors have ownership rights over the
company. Before buying shares, investors will usually take into account the share price offered by the capital market.

The banking crisis occurred in 1997-1998 which was characterized by the decline in the rupiah exchange rate against
the US dollar, this crisis led to the revocation of the business of sixteen private banks and the takeover of bank
management because the liquidity assistance of Bank Indonesia (BI) had exceeded 200% by the Minister of Finance.
Based on data from Indonesian banking statistics sourced from OJK, the financial performance of commercial banks
deteriorated and decreased in 2008. The CAR ratio decreased by 2.54%. ROA ratio which is a measure of profit earned
by the company decreased by 0.45%, besides that the banking performance is also increasingly inefficient where the
BOPO ratio has increased quite high by 4.54%.

In an effort to deal with the banking crisis, every bank is required to assess the health level of the bank. The results
of the assessment of the health level of the bank affect people's decisions to save their funds, and also investors to invest
their funds. Bank performance or health can be assessed by several assessment indicators. Bank health assessment that
has been using the CAMEL method, which stands for the assessment factors Capital, Asset quality, Management,
Earnings, and Liquidity. This method is a bank health assessment method based on BI regulation no. 6/10/PBI/2004
issued on April 12, 2004. However, along with the development of business and the complexity of the bank's business
makes the use of the CAMEL method less effective in assessing bank performance because the CAMEL method does
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not provide a conclusion that leads to one assessment, between factors provide different assessments Bayu Aji Permana
(2012) in (Weli, 2018) . For this reason, on October 25, 2011 Bank Indonesia issued a new regulation regarding the
assessment of the health level of banks using a risk approach (Risk-Based Bank Rating).

RGEC is a bank health assessment method that refers to Bank Indonesia regulation no. 13/1/PBI/2011 concerning
health assessment of commercial banks. The RGEC method is a bank assessment procedure that replaces the previous
bank assessment procedure, namely CAMEL. The RGEC method has several ratios consisting of Risk Profile, Good
Corporate Governance, Earnings, and Capital.

The investment world is known for the strong relationship between risk and return. An investor must observe the
expected level of profit and the risk obtained. Beta describes the risk value of a stock (Azhari et al., 2020).

Sensitivity is a statistical measure used in financial analysis to measure the level of volatility or relative risk of a
stock compared to the overall market. Sensitivity is used to estimate how sensitive the price of a stock is to market
changes.

2. RESEARCH METHODS

In this study using multiple linear regression data analysis techniques and using analytical tools, namely Eviews 12
software. In this study there are five independent variables, namely Non Performing Loan, Good Corporate Governance,
Return On Assets, Capital Adequacy Ratio and Beta, so researchers used multiple linear regression data analysis
techniques.

3. RESULTS AND DISCUSSIONS
3.1. Results

3.1.1. Outer Model (Measurement Model)

Normality test is a test conducted to assess whether the distribution of data in a group of data or variables is normally
distributed or not. Data is normally distributed if the probability value > is 0.05. the probability value is 0.675955. The
probability value is greater than 0.05, namely (0.675955 > 0.05) so it can be concluded that the residuals are normally
distributed.

3.1.1.1 Chow Test

The chow test is a test to determine what model to choose between Common Effect Models or Fixed Effect Models.
The chow test hypothesis is:

HO : Common Effect Model (> 0.05)
HI : Fixed Effect Model (< 0.05)

Effects Test Statistic d.f Prob.
Cross-section F 11.793681 (14,54) 0.0000
Cross-section Chi-square 103.644164 14 0.0000

Based on table shows that the probability value (cross section chi-square) is smaller than 0.05, namely 0.0000 < 0.05
so it can be concluded that the chow test results are to reject HO and accept H1. This means that the better model to use
in this study is the Fixed Effect Model (FEM).

3.1.1.2 Hausman Test

Hausman test is a statistical test as a basis for consideration in choosing the best model between fixed effect or
random effect. This test is carried out with the following hypothesis:

HO : Random Effect Model (> 0.05)
H1 : Fixed Effect Model (< 0.05)
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Test Summary

Chi-Sq. Statistic

Chi-Sq. d.f

Cross-section random

19.5424486

e-|SSN: 3047-857X

Based on table shows that the probability value (coss section random) is smaller than 0.05, namely 0.0015 <0.05 so
it can be concluded that the Hausman test results are striking HO and accepting H1. This means that the better model to
use in this study is the Fixed Effect Model (FEM).

3.1.1.3 Lagrange Multiplier Test

The Lagrange Multiplier test is a test conducted to select the model used between common effect and random effect
whose multiplier is based on Breusch-Pagan probability. This test is carried out with the following hypothesis:

HO : Common Effect Model (> 0.05)
H1 : Random Effect Model (< 0.05)

Test Hypothesis

Cross-section Time Both

Breusch-Pagan 32.79847 0537446 33.33591
(0.0000) (0.4635) (0.0000)

Honda 5726995 -0.733107 3.531212
(0.0000) (0.7683) (0.0002)

King-Wu 5726995 -0.733107 2.053192
(0.0000) (0.7683) (0.0200)

Standardized Honda 6.748749 -0.488685 0.850582
(0.0000) (0.6875) (0.1975)

Standardized King-WWu 6.748749 -0.488685 -0.416160
(0.0000) (0.6875) (0.6614)

Gourieroux, etal. - 32.79847
(0.0000)

Based on table, it shows that the probability value (coss section random) is greater than 0.05, namely 0.0000> 0.05
so it can be concluded that the Lagrange Multiplier test results are to reject HO and accept H1. This means that the better
model to use in this study is the Random Effect Model (REM).

Based on the results of the chow test, hausman test and lagrange multiplier test, it can be concluded that the panel
data regression model used is the Fixed Effect Model (FAM).

3.1.2. Inner Model (Structural Model)

Table 3. Fixed Effect Model Panel Data Regression Results)

Variable Coefficient Std. Error t-Statistic Prob
o} 6.076389 1.274137 4.769031 0.0000
NPL -0.201360 0.047343  -4.253180 0.0001
GCG 0.961053 0.626815 1.833234 0.1311
ROA -0.084684 0.023614 -3.586114 0.0007
CAR 0.003255 0.001678 1.840175 0.0578
BS 0.259566 0.186077 1.394844 0.1687

1025



CZINSYMA &SN 3047-857X
Proceedings of the International Symposium on Management (Volume 22, 2025)

Based on Table 3. the panel data regression model equation in this study is as follows:

HS = 12.021943901 - 0.393748403672 NPL - 1.44404887054 GCG - 0.0971695218669 ROA + 0.00172493390246
CAR - 0.201570802372 Beta

Table 4. F-statistic Test

F-statistic 20.39944
Prob(F-statistic) 0.000000

Based on the table data, the Prob (F-statistic) value is 0.000000, this result is smaller than 0.05. Thus it can be
concluded that the regression model is declared feasible to use.

Table 5. Coefficient of Determination (R2)

R-Squared 0.877714
Adjusted R-Squared 0834688

Based on the table data, it can be seen that the coefficient of determination (R? ) in the Adjusted R-squared section
is 0.834688, which shows that Non Performing Loan, Good Corporate Governance, Return On Assets, Capital Adequcy
Ratio and Beta Shares have an effect of 0.8346 (83.46 percent) on stock prices, the remaining 87.77 percent is influenced
by other variables or factors outside the study.

Variable Coefficient Std. Error t-Statistic Prob.
C 6.076399 1.274137 4769031 0.0000
NPL -0.201360 0.047343 -4.253180 0.0001
GCG 0.961053 0.626815 1.533234 0.1311
ROA -0.084684 0.023614 -3.586114 0.0007
CAR 0.003255 0.001678 1.940175 0.0576
BS 0.259566 0.186077 1.394944 0.1687

Based On the test results in this study show that NPL has a negative and significant effect.

Based on the test results in this study that GCG has a positive and insignificant effect.

Based on the test results in this study that ROA has a negative and significant effect on stock prices.
Based on the test results in this study that CAR has a positive and insignificant effect.

Based on the test results in this study that beta stocks have a positive and insignificant effect.
3.2. Discussions

3.2.1. The Effect of Non-Performing Loan (NPL) on Stock Price

Based on the test results through the t test, the regression coefficient for the Non Performing Loan variable is -
0.201360 with a significant value of 0.0001, where the significant value meets the significant requirement of 0.05
because the value is less than 0.05 (0.0001 <0.05). So it can be concluded that Non Performing Loan has a negative and
significant effect on stock prices. Thus, the first hypothesis is accepted. The test results show that NPL has an
unidirectional or negative relationship to the Stock Price. This negative result indicates that when NPL increases, the
Stock Price of banking companies listed on the Indonesia Stock Exchange will decrease. This is in accordance with
Bank Indonesia regulation No. 13/1 / PBI of 2011 that if NPLs increase, banking companies are increasingly unhealthy.
The effect of NPL is significant, meaning that a high level of NPL has a significant effect on reducing the share price
of a bank. Based on the test results in this study that NPL has a negative and significant effect.
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3.2.2. The Effect of Good Conporate Governance (GCG) on Share Price

Based on the test results through the t test, the regression coefficient for the Good Corporate Governance variable is
0.961053 with a significant value of 0.1311 , where the significant value does not meet the significant requirement of
0.05 because the value is greater than 0.05 (0.1311 <0.05). So it can be concluded that Good Corporate Governance has
a positive and insignificant effect on stock prices. Thus, the second hypothesis is accepted.

Good Corporate Governance in its measurement uses the Self-Assessment method. Self assessment is a self-
assessment carried out on each bank with the approval of the board of directors by referring to the composite rating set
out in the Bank Indonesia circular letter.

GCG has a positive effect, meaning that there is a positive relationship between GCG and stock price, an increase
in GCG will increase stock prices. The effect of GCG on stock price is significant, meaning that changes in GCG have
a significant impact on stock prices. Based on the test results in this study that GCG has a positive and insignificant
effect.

3.2.3 The Effect of Return On Assets (ROA) on Stock Price

Based on the test results through the t test, the regression coefficient for the Return On Assets variable is -0.084684
with a significant value of 0.0007, where the significant value meets the significant requirement of 0.05 because the
value is smaller than 0.05 (0.0007 <0.05). So it can be concluded that Return On Assets has a negative and significant
effect on stock prices. Thus, the third hypothesis is rejected.

Return on Assets (ROA) is used to measure the company's capability in generating profits using the company's
assets, where a company that has a high ROA percentage symbolizes that the company can generate high profits. ROA
has a negative effect on stock prices, meaning that an increase in ROA will reduce stock prices. The effect of ROA on
stock price is significant, meaning that changes in ROA have a significant impact on stock prices. Based on the test
results in this study that ROA has a negative and significant effect on stock prices.

3.2.4 The Effect of Capital Adequacy Ratio (CAR) on Stock Price

Based on the results of the t value test, the regression coefficient for the Capital Adequacy Ratio variable is 0.003255
with a significant value of 0.0576, where the significant value does not meet the significance requirement of 0.05
because the value is greater than 0.05 (0.0576> 0.05). So it can be concluded that the Capital Adequacy Ratio has a
positive and insignificant effect on stock prices. Thus, this fourth hypothesis is accepted.

Based on Bank Indonesia Circular Letter No.13/1/PBI/2011, the minimum CAR value is 8% and is said to be very
good if it has a CAR value of 12%. This shows that the higher the CAR value, it can indicate that the financial
performance of banking companies will be healthier, so that it can attract investors to invest their funds so as to increase
the company's share price. However, the relationship does not fully illustrate the unidirectional or positive relationship
between CAR and Stock Price, because the greater the CAR value, the greater the risk that will be faced by the company.
In the test results, it is found that CAR has a unidirectional or positive relationship to Stock Price. This positive result
shows that when the higher the CAR value, the higher the share price, this means that investors believe that the bank or
company has strong and stable financial capabilities, so that the share price increases. The effect of CAR is not
significant, meaning that changes in Stock Price are not fully influenced by changes in CAR. This is because CAR is
used by companies to accommodate the risk of losses that may be faced by banking companies, so that the company
will be able to absorb losses that will arise so that it is less likely to experience liquidation. Based on the test results in
this study that CAR has a positive and insignificant effect.

3.2.5 Effect of Sensitivity on Stock Price

Based on the results of testing the t value, the regression coefficient is 354.4093 with a significant value of 0.7660,
where the significant value does not meet the significant requirement of 0.05 because the value is greater than 0.05
(0.7660> 0.05). So it can be concluded that sensitivity with beta proxy has a positive and insignificant effect on stock
prices. Thus, this fifth hypothesis is rejected.

Beta is a measure of the volatility or risk of a stock compared to the overall stock market. Beta measures how much
the stock price changes compared to the stock market changes. Positive results indicate that changes in stock prices have
a positive relationship with changes in the overall stock market. The insignificant effect of beta stocks means that
changes in beta stocks do not significantly affect changes in stock prices. Based on the test results in this study that beta
stocks have a positive and insignificant effect.
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4. CONCLUSION

Based on the results of the research and discussion, the following conclusions are obtained:

e Non Performing Loan (NPL) has a negative and significant effect on Stock Prices in the Banking sector listed
on the Indonesia Stock Exchange for the 2019-2023 period. This is because Non Performing Loan (NPL) has
more influence on the interest income of banking companies, so it is not the main benchmark for investors in
making investment decisions.

e Good Corporate Governance (GCG) has a positive and insignificant effect on Stock Prices in the Banking
sector listed on the Indonesia Stock Exchange for the 2019-2023 period. This happens because the higher the
GCG composite value of a banking company is an indication that the management of the company's
management is not healthy, so it will be the main benchmark for investors in making investment decisions.

e Return On Assets (ROA) has a negative and significant effect on Stock Prices in the Banking sector listed on
the Indonesia Stock Exchange for the 2019-2023 period. Companies with negative ROA values indicate that
the company is experiencing losses from its total assets. This means that the assets used by the company are
unable to generate profits, or even cause losses.

e Capital Adequacy Ratio (CAR) has a positive and insignificant effect on Stock Prices in the Banking sector
listed on the Indonesia Stock Exchange for the 2019-2023 period. This is because if a bank has too much capital
adequacy, it will increase the risks it faces, so it will not attract investors to invest their funds in the company.

e Sensitivity has a positive and insignificant effect on Share Price in the Banking sector listed on the Indonesia
Stock Exchange for the 2019-2023 period. The company has a higher risk, but investors see it as an opportunity
to get greater returns.
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