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Abstract 
Running its role as important financial institution in economics system, banks need to pay attention to 
the level of efficiency and effectiveness in managing its operations. The measurement that can be used 
to see the efficiency and effectiveness of bank’s operations is Cost-to-Income ratio (C/I).  This study was 
conducted to examine whether LDR (Loan to Deposit Ratio), IPR (Investing Policy Ratio), ACA (Adversely 
Classified Asset), NPL (Non Performing Loan), IRR (Interest Rate Risk), and NOP (Net Open Position) have 
a significant influence to(C/I) ratio on four Indonesian National Private Commercial Banks, they are PT 
BANK CENTRAL ASIA Tbk, PT Bank CIMB Niaga Tbk, PT Bank Permata Tbk, and PT BANK PANINDONESIA 
Tbk. The data which are comprised of financial information from Q1 2010 to Q4 2012 were analyzed 
using linear regression method. This study shows that the LDR, IPR, APB, NPL, and PDN have no 
significant effecting(C/I) ratio, but the IRR significantly affected the(C/I) ratio. 
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INTRODUCTION 

Banks has important role to collect funds from public which are surplus and 

distribute it to other groups which are short of funds in the form of credit or a loan. 

Bank also provides other banking services purposed to develop the society, particular 

in supporting financial transactions. Therefore, the banks have to be healthy so can 

run its function properly. The banks need to be managed, so that they are able to 

maintain its liquidity, profitability and solvency. For that reason, banks should pay 

attention to the level of efficiency and effectiveness in managing its operations. 

According to Dendawijaya (2009), the ratio which can be used to measure the 

efficiency and effectiveness of the operations of a bank is cost to income ratio (C/I 

Ratio). The lower C/I Ratio, the higher bank’s efficiency in controlling operational costs 

ranged between 60% - 70%. The C/I Ratio is affected by bank’s performance includes 

liquidity, asset quality, sensitivity to market, and capital (Alwi, 1989: 95).It is important 
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to relate efficiency and effectiveness, as Azofra et al (2013) found that in the crisis 

period, cost efficiency is the main determinant of bank’s profitability. Other factors 

also proven to be influencing factors of bank’s efficiency such as regulatory policy 

(Ozkan-Guney, 2013) and GDP growth (Adjei-Frimpong, 2014).Concerning about 

profitability, Karim and Alam (2013) also found that bank size, credit risk, and asset 

management are strongly influence the ROA in Bangladesh banks. While some other 

research found that bank’s financial ratios such as ROA and ROE are the best 

predictors of bank failure (de Claro, 2013). 

Based on the above background, the objectives of this study is to determine the 

cause of C/I Ratio changes at the National Private Banks wether they are LDR (Loan to 

Deposit Ratio), IPR (Investing Policy Ratio), ACA (Adversely Classified Assets), NPL (Non 

Performing Loan), IRR (Interest Rate Risk) also NOP (Net Open Position). Previous 

research conducted by Rizal (2012) studied the impact of LDR, IPR, ACA, NPL, PAA 

(Productive Assets Allowance), IRR and FBIR (Fee Based Income Ratio) as independent 

variables toward C/I Ratio of Java Regional Development Banks ranged from 2007-

2011. While this research studies the impact of LDR, IPR, ACA, NPL, IRR,NOP toward 

C/I Ratio of National Private Banks ranging from 2010-2012. This research adds NOP 

because of its importance in foreign exchange management due to unpredictable 

changes in exchange rates (Kuncoro, et al.: 2002). PAA itself demonstrate the ability of 

bank management in maintaining the quality of its productive assets, which is already 

included in the calculation in the ratio of ACA. As it reason, PAA is not included in this 

research. 

 
LOGICAL FRAMEWORK AND HYPOTHESES FORMULATION 

 
Previous Research 

Candrawati (2013) studied various variables that influence the changesof National 

Private Bank’s C/I Ratio. The data from 2009 Q1 to 2012 Q2 were analyzed using linear 

regression. The results showed that the ratio LDR, IPR, ACA, NPL, PAA, IRR, and NOP 

jointly impact the C/I Ratio. In individual analysis, only LDR and ACAwhich are 

individually influence the C/I Ratio, but not the other variables. This research also 

proved that ACA is the most dominant variables impacting the C/I Ratio. 
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Bank’s Financial Performance 
Liquidity 

According to Kashmir (2006: 268), liquidity is the measurent of bank’s ability to 

meet its short-term needs at the time billed. Some of bank’s liquidity ratio includes: 

1. Loan to Deposit Ratio (LDR) 

LDR is the ratio between the total bank loans to funds received by the bank which 

state the bank's ability to repay the withdrawal of funds by depositors (Dendawijaya, 

2009: 116). 

2. Investing Policy Ratio (IPR) 

IPR is the bank's ability to repay its obligations to depositors by liquidation of 

securities owned (Kasmir, 2009: 287). 

 

Asset quality 

Assets Quality is the ratio between the actual Productive Assets Allowance to 

Mandatory Allowance to Productive Assets (Dendawijaya, 2009).Funds managed as 

productive assets will make cash inflows to the banks, which are sources of bank’s 

revenue in financing its operational costs. There are four components of productive 

assets : 

 

1. Loans 

According to Indonesian Law 10/1998 about Banking, Article 1: Credit is the 

provision of money or bills can be equated with that, based on the approval or the 

borrowing and lending between banks and other parties, that requires the borrower 

to pay off debts after a certain period of time with the amount of interest, 

remuneration or profit sharing. 

 

2. Securities 

Securities constitute investment of funds in securities as productive assets. 

Securities include short-term reserve and long-term securities intended to enhance 

profitability (Dendawijaya, 2009: 62). 
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3. Fund Placement 

Placement of funds in another bank can be in the form of time deposits, inter-bank 

liabilities, and certificates of deposit. 

4. Equity 

The allocation of funds in the form of bank equity is an investment fund in the form of 

bank shares directly with other banks or other financial institutions domiciled in and 

outside the country (Dendawijaya, 2009: 62). 

 

Measurements of bank assets quality used in this study are as follows: 

 

1. Adversely Classified Assets (ACA) 

ACA is a ratio that measures how many the assets considered problematic from the 

total productive assets owned by the bank. This ratio shows the ability of banks to 

manage their productive assets to cover total losses. 

 

2. Non Performing Loan (NPL) 

NPL is the overall rate of return of loans granted by banks to non-bank borrowers,  

used to measure the non-performing loans to total loans. The higher this ratio the 

worse the credit quality of the bank concerned because of the greater number of non-

performing loans and also led to the  credit crunch that require sizeable allowance 

provision that interest income to decline and the profits will also decline in its turn. 

 

Sensitivity to market risk 

Sensitivity aspects come into force by the Indonesian Bank since May 2004. In 

releasing the credit, banks should pay attention to two elements: the rate of profit to 

be achieved and the risks to be faced. The risk must be considered with banking 

sensitivity. Sensitivity to risk is important in order to achieve the purpose of profits 

and bank healthy (Veithzel, et al., 2007: 275). Market risk itself arises due to changing 

market values of bank assets, liabilities, and equity that cause loss for a bank (Al-Abadi 

et al, 2006). 
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Interest rate risk associated with the sources of bank funds is dependent on the 

interest rate sensitivity of assets financed by these funds. This risk can be measured by 

using the interest rate risk(IRR) and net foreign exchange position/net open 

position (NOP). 

1. Interest Rate Risk (IRR) 

Interest rate risk is the risk posed by changes in the interest rate which affect the 

income received or expenses incurred by the bank. Consequently, it will reduce the 

market value, securities, at the same time banks need liquidity. Interest rate risk 

indicates the ability of banks to manage debt funds received from customers, either in 

the form of current accounts, deposits, or other third-party funds. 

2. Net Open Position (NOP) 

NOP is the numbers of the sum of the absolute value of the net difference between 

assets and liabilities in the balance sheet for each currency plus the net difference 

between receivables and payables which are commitments and contingencies in the 

administrative account for each currency which are expressed in local currency. 

 

Bank efficiency 

Efficiency is partly due to the risk of inadequacy or non-functioning of the internal 

processes, human error, system failure, or the presence of external problems affecting 

bank operations (Veithzal, 2007: 822). Efficiency which is used to measure the 

performance of the management of a bank can be done using financial ratios as 

follows: 

 

Cost to Income Ratio 

Cost to Income is the ratio between operating expenses and operating income 

(Dendawijaya, 2009: 119-120). This ratio is to measure the level of efficiency and the 

ability of banks in operations to generate operating income. The lower the bank's C/I 

Ratio show more efficient in carrying out its business activities. Healthy bank’sC/I ratio 

of less than 1 otherwise unhealthy bank, C/I ratio is greater than one (Suyono: 2005). 
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IMPACT OF LDR, IPR, ACA, NPL, IRR AND NOP TOWARDC/I RATIO 

Influence of LDR to C/I Ratio 

According Dendawijaya (2009: 116), the higher the LDR gives indication of the low 

ability of the liquidity of the bank concerned. The logic of this theory is supported by 

Candrawati (2013) which states that the LDR positively impact the C/I Ratio. This is 

because the amount of funds required to finance the loan becomes larger. Increase 

in Loan to Deposit Ratio (LDR) caused by the increase in the credit amount is greater 

than with the increase in the number of Third Party Funds (TPF). The increase in 

credit can increase interest income for the bank, while the increase in deposits will 

increase interest expense for banks. The LDR will cause an increase in interest income 

which is greater than interest expense, so that declined the C/I Ratio in its turn. 

H1: LDR negatively impact the C/I Ratio. 

Influence of IPR to C/I Ratio 

Candrawati (2013) found that IPR has a negative effect on C/I Ratio. Incremental 

Investing Policy Ratio (IPR) is caused by an increase in marketable securities which are 

greater than the increase in Third Party Funds (TPF). In its turn, the increase 

in securities will cause a rise in interest income more than the interest expense, so 

that C/I Ratio declined. 

H2: IPR negatively impact the C/I Ratio. 

Influence of ACA to C/I Ratio 

Candrawati (2013) found that ACA has a significant positive effect on C/I 

Ratio. The increase in ACA is caused by an increase in assets classified as problematic 

is greater than the increase in productive assets. An increase in productive assets will 

increase the cost of Allowance of Productive Assets, while the productive assets would 

increase income. So the increase in ACA will cause an increase in interest expense 

which is greater than the increase in interest income, so that C/I Ratio will increase in 

its turn. 

H3: ACA positively impact the C/I Ratio. 



 

The 2nd IBEA – International Conference on Business, Economics and Accounting 
Hong Kong, 26 – 28 March 2014  

 

Influence of NPL toC/I Ratio 

Candrawati (2013) found that NPL is positively impact theC/I Ratio. The increase 

in NPL is due to the increase in nonperforming loans is greater than the increase in 

total loans. NPL figures which is high for a commercial bank is one of the negative 

indicator that are often used to predict the survival prospects of the bank. An increase 

in non-performing loans will increase costs, while loans will increase revenue. Thus, 

the increase in NPLs will lead to an increase in interest expense which is greater than 

interest income, so that C/I Ratio will increase in its turn. 

H4: NPL positively impact the C/I Ratio. 

Influence of IRR toC/I Ratio 

Candrawati (2013) found that the IRR has a dominant contribution to the C/I 

Ratio. Explanation following are when interest rate increase. When IRR increase, it 

means that the increase of Interest Rate Sensitivity Assets (IRSA) is greater than the 

increase in Interest Rate Sensitivity Liability (IRSL). In turn, it will cause an increase in 

interest income which is greater than the increase in interest costs, and consequently 

decreased C/I Ratio. So IRR will negatively impact the C/I Ratio. The decline in the IRR 

means that increase in IRSA is smaller than the increase in IRSL, it will causes an 

increase in interest income which is smaller than the increase in interest expense, and 

consequently increase the C/I ratio. In turn, IRR negatively impact on C/I Ratio. 

Explanation following are when interest rate decrease. When IRR increase, it 

means that the increase of IRSA is greater than the increase in IRSL, which causes a 

decrease in interest income, is greater than the reduction in interest costs. In turn it 

will consequently increase the C/I Ratio, so that IRR positively impact the C/I 

Ratio. The decline in the IRR means that that increase in IRSA is smaller than the 

increase in IRSL, which causes a decrease in interest income is smaller than the 

reduction in interest costs. In turn, it will consequently decrease theC/I Ratio, so IRR 

will positively impact on C/I Ratio. 

H5: IRR has significant effect on C/I Ratio. 

Influence of NOP toC/I Ratio 
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NOP is used to control the position of the foreign exchange management, as the 

management focus on limiting the overall position of each foreign currency and to 

monitor foreign exchange trading in a controlled position. The control of foreign 

currency is intended to meet the obligations in foreign currency and to obtain the 

highest income, derived from the difference between the buying and selling rate of 

foreign exchange. Candrawati (2013) found that NOP have a significant effect on C/I 

Ratio. 

H6: NOP has significant effect on C/I Ratio. 

 

RESEARCH METHODS 

Types and Sources of Data 

The data used in this research is obtained from financial statements of the 

National Private Banks, that published by the central bank, started from 2010 Q1 to 

2012 Q4.  

 
Identification of Variables 

Dependent variable (Y) is C/I Ratio. Independent variable (X) itself consist of: 
X 1 = Loan to Deposit Ratio (LDR) 
X 2 = Investing Policy Ratio (IPR) 
X 3 = Adversely Classified Assets (ACA) 
X 4 = Non Performing Loan (NPL) 
X 5 = Interest Rate Risk (IRR) 
X 6 = Net Open Position (NOP) 
Population, Sample and Sampling Technique 

The populations of this research are Commercial National Private Banks. Sampling 
technique is done by using purposive sampling, based on certain criteria established in 
accordance with the objectives research. Criteria samples in this study as follows: 
1. National Private Banks that listed on Indonesia Stock Exchange. 
2. They are reserve banks. 
3. Having total assets of between 131 trillion to 450 trillion in December 2012 

Based on the sample selection criteria described above, there are four banks that 
meet the above criteria, namely PT Bank Central Asia Tbk (BCA) , PT Bank CIMB 
NiagaTbk (CIMB), PT Bank PermataTbk (Permata), and PT BANK PAN INDONESIA, Tbk 
(Panin). 
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Data and Method of Data Collection 
The data analyzed in this study are secondary data taken from quarterly financial 

reports from first quarter of 2010 to fourth quarter of 2012 from Commercial National 

Private Banks. 

 
Operational Definition and Variables Measurement  

To facilitate the analysis, the following will describe the operational definition and 
measurement of each variable. 

LDR = [Loan / Total Third Party Fund] x 100% ................................... (1) 
IPR  = [Securities / Total Third Party Fund] x 100% ............................ (2) 
ACA = [Non Performing Asset / Total Productive Asset] x 100% ........ (3) 
NPL  = [Non Performing Loan / Total Loan] x 100% ............................ (4) 
IRR  =[IRSA / IRSL] x 100% ............................................................... (5) 
a. Interest Rate Sensitivity Assets (IRSA) is asset which sensitive to changes in 

interest rates or asset that is a significantly influenced by changes in interest 
rates. 

b. Liability Interest Rate Sensitivity (IRSL) is liability which sensitive to changes in 
interest rates or liability that is significantly influenced by changes in interest 
rates. 

 

NOP = [Asset in Foreign Curr./Liability & Equity in Foreign Curr.] x 100% .. (6) 

C/IRatio= [Operating Expense / Operating Income] x 100% ........................... (7) 
 
The statistical analysis used to prove the hypothesis by analyzing data using 

multiple linear regressions to determine how the variable LDR, IPR, ACA, NPL, IRR and 

NOP influence theC/I Ratio. 

 
RESULTS AND DISCUSSION 
 
Overview of Research Objects and Descriptive Data 
PT Bank Central Asia, Tbk 

Bank Central Asia is the Indonesian largest private bank, founded in 1957. The 

current president is John Setiaatmadja. Its IPO took place in 2000, by selling 22.55% of 

the shares that were being divested by BPPN (Indonesian Bank Restructuring 

Agency). After the IPO, BPPN still controls 70.30% of all shares of the Bank. The second 

stock offering conducted in June and July 2001, with BPPN divested 10% of its interest 

in BCA. In 2002, BPPN divested 51% of its shares in BCA through a strategic private 

placement tender. Farindo Investment, Ltd., based in Mauritius, won the tender. 
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PT Bank CIMB Niaga,Tbk 

PT Bank CIMB NiagaTbk was established in 1955.Currently the majority of the 

shares of Bank CIMB Niaga are CIMB Group. June 1989 is the year of the company's 

initial public offering to become a public company. Commerce Asset Holdings Berthed 

(CAHB), which is now known as CIMB Group Holdings Berhad, acquired the shares of 

Bank Niaga in2002. In 2007, the entire shareholding moves to CIMB Group as part of 

an internal reorganization to consolidate the activities of all subsidiaries of CIMB 

Group. In2008, the Bank officially changed its name to Bank CIMB Niaga. In order to 

meet the single presence policy, this is set by Bank Indonesia (central bank). Khazanah 

Nasional Berhad as the majority shareholder of Bank Lippo and Bank Niaga controlling 

stake (via CIMB Group), merge two banks. 

 

PT Bank Permata,Tbk 

Permata Bank was formed as a result of the merger of five banks under the 

supervision of the Indonesian Bank Restructuring Agency, PT Bank Bali Tbk, PT Bank 

Universal Tbk, PT Bank Prima Express, PT Bank Artamedia, and PT Bank Patriot in 

2002. In 2004, Standard Chartered Bank and PT Astra International Tbk took over Bank 

Permata and begin the process of a massive transformation in the organization. 

 

PT. PAN Bank Indonesia, Tbk 

PT. PAN Bank Indonesia, Tbk was established in 1971 and listed in 1982 as the 

first bank to go public in Indonesia. The shareholders of the company comprise 

founder shareholders, PT Panin Financial Tbk (46%), No. Votraint. 1103 PTY LTD (39%) 

and the public holding 15%.The bank's mission is to be one of the leading retail and 

business banks in Indonesia. 
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DESCRIPTIVE STATISTICS 

Based on data from Indonesian bank in 2010 - 2012 which are used to determine 

the ratio of the variables used in this study is LDR, IPR, ACA, NPL, IRR, NOP and C/I 

Ratio, it can be founds follow: 

 
 

Table 1. 
Descriptive Statistics 

Source : processed data 
 
HYPOTHESIS TESTING RESULTS AND DISCUSSION 

 
Test of Simultaneous Effect (F-Test) 

From the F-Test calculation, it is known that the F count > F table (16.416> 2.329) 

so it means that simultaneously all independent variables significantly impact the C/I 

Ratio. The R square of 0.706 means the changes in dependent variables C/I, by 70.6 

percent impact to the independent variables together, while the remaining 29.4 per 

cent due to other variables not included in this study. 

The regressions model is as the following: 

Y = 0.140 + 0.174 X1 - 0.228 X2 + 2.641 X3 + 1.259 X4 + 1.238 X5 - 0.265 X6 + ei 

 

Loan to Deposit Ratio ( LDR) 

The results shows that the value of the variable LDR (X1) of 0.174 with a 

significance of 0.114> 0.05, which means that the LDR has no significant effect on C/I 

Ratio. Partially, LDR (X1) has no significant effect on C/I Ratio. The results are 

consistent with results of previous studies conducted by Candrawati (2013). 

Dendawijaya(2009: 116) argued that if the LDR has increased, the credit growth 

will be greater than the increase of third party funds. So the increase in interest 

Variable Min Max 

C/I Ratio 0.610244 CIMB in 2011 Q2 0.878261 BCA in 2011 Q3 

LDR 0.498828 CIMB in 2012 Q2 0.974123 BCA in 2919 Q1 

IPR 0.057785 BCA in 2010 Q1 0.463384 Permata in 2012 Q4 

ACA 0.002196 Permata in 2010 Q1 0.030146 BCA in 2012 Q4 

NPL 0.003830 Permata in 2010 Q1 0.041652 Permata in 2010 Q1 

IRR 0.337975 CIMB in 2010 Q3 0.437745 Permata in 2011 Q2 

NOP -0.151781 Permata in 2010 Q1 0.000000 BCA in 2012 Q3 
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income will be greater than the increase in the interest expense, so in turn will 

decrease theC/I Ratio. The results of the current study indicate that the LDR has 

decreased; the increase in total loans is smaller than the increase in third party 

funds. So the increase in interest income is smaller than the increase in the interest 

cost, so in turn will increases C/I Ratio. This result is due to the decrease in LDR 

followed by a decrease in other variables, which results in decreased revenues and C/I 

Ratio increased. It can be found in BCA’s interest income from deposits increase which 

is less than its interest expense. This is why this research find no significant effect on 

C/I Ratio. 

 

Investing Policy Ratio (IPR) 

The results show the value of the IPR variable (X2 ) of -0.228 with a significance 

value of 0.228 (>0.05), which means that the IPR was not significantly impact on C/I 

Ratio. The results are consistent with results of previous studies conducted by 

Candrawati (2013). 

Kasmir(2009: 287) explains when IPR has decreased, the increase in marketable 

securities is smaller than the increase in the amount of Third Party Funds (TPF). The 

increase in securities will lead to less interest income than interest charges, so 

C/IRatio will decrease. The results of the current study indicate that increased IPR 

does not cause the C/I Ratio declined. This is because the increase in the number of 

securities is smaller than the increase in the amount of Third Party Funds which is 

managed by the banks. So that securities caused interest income to fall and third party 

funds caused interest expense increases, C/I Ratio increases. It can be found from a 

comparison of securities with third party funds on quarter basis. This condition 

ultimately leads to increased of C/I Ratio. 

 

Adversely Classified Assets (ACA) 

The results show the value of the variable ACA (X3) of 2.641 with a significance of 

0.571 (> 0.05), which means that ACA has no significant effect to C/I Ratio. The results 
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of this study are not in line with the results of previous studies conducted by 

Candrawati (2013) who found evidence that that ACA significant effect on C/I Ratio. 

Findings of Dendawijaya (2009: 62) indicate that the ACA has increased due to the 

increase in doubtful assets are greater than the increase in total assets. The increase 

in doubtful assets will increase the cost of allowance of doubtful assets, while total 

productive assets will increase revenue. So the increase in ACA will cause an increase 

in interest expense which is greater than the increase in interest income, so that C/I 

Ratio increased. The results of the current study indicate the decreasing ACA. This is 

because the increase in doubtful assets is smaller than the increase in total assets 

managed by banks. So the total assets would increase income and doubtful assets will 

cause a decrease in the cost of the allowance and decreased the C/I Ratio. 

 

Non-Performing Loans (NPL) 

The results show that the value of the NPL (X4) of 1.259 with a significance of 

0.678 (> 0.05), means that the NPL has no significant effect on C/I Ratio. In line with 

the results of this study, previous studies conducted by Candrawati (2013). 

Findings of Dendawijaya (2009: 62) explain that the NPL will decrease if the 

increase in non-performing loans is smaller than the increase in total loans. The 

increase in provisioning costs less than the increase in interest income so that C/I will 

decline. It can be seen on the NPL table shows the decline of the first quarter to fourth 

quarter. 

 

Interest Rate Risk (IRR) 

The results show the value of the variable IRR (X5) of 1.238 with a significance of 

0.022 (<0.05), which means that the IRR significantly impact on C/I Ratio. The results 

of this study are not in line with the results of previous studies conducted by 

Candrawati (2013) who found evidence that the IRR does not have a significant effect 

on C/I Ratio. 
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These findings indicate that at the time of the IRR has decreased, the increase in 

IRSA is smaller than the increase in IRSL which causes a decrease in interest income is 

smaller than the decrease in interest expense. 

Net Open Position (NOP) 

The results show the value of the variable NOP (X6) of -0.265 with a significance of 

0.290 (> 0.05), which means that the NOP had no significant effect on C/I Ratio. The 

results are consistent with results of previous studies conducted by Candrawati 

(2013). 

Findings of Veithzel(2007: 822) shows that at the time the NOP has decreased, 

the increase in foreign currency assets is smaller than the increase in foreign currency 

liabilities and obligations. It will cause an increase in foreign exchange revenue is 

smaller than the increase of foreign currency expense, and the exchange rate at the 

time of fall. This situation will lead to a decrease in foreign exchange revenue which is 

smaller than the decline in C/I Ratio. However, this study found that C/I Ratio has 

increased, due to increase of foreign exchange revenue is smaller than the increase in 

the foreign exchange expense. 

 

Conclusion & Limitation 

Based on the analysis and discussion, several conclusions can be drawn: 

1. The magnitude of the effect of variable LDR, IPR, ACA, NPL, IRR and NOP together 

to the C/I Ratio of National Private Banks byes 70.6 percent, while the remaining 

29.4 percent is influenced by other variables. 

2. Variable LDR, IPR, ACA, NPL, and NOP individually/partially have no significant 

effect on the C/I Ratio of National Private Banks from 2010 Q1 to 2012 Q4. It can 

be found from the significant value of the independent variable which is higher 

than the 5% confidence level. 

3. On partial/individual basis, IRR variables have a significant influence on the C/I 

Ratio of National Private Banks in 2010 Q1 to 2012 Q4. The magnitude of IRR 

influence to C/I Ratio is 12.1 percent, which is obtained from the partial 

coefficient of determination (R2). Thus the fifth hypothesis which states that the 



 

The 2nd IBEA – International Conference on Business, Economics and Accounting 
Hong Kong, 26 – 28 March 2014  

 

individual IRR has a significant influence on the ROA National Private Banks 

accepted. 

4. Variables that have a dominant influence on C/I Ratio of National  Private Banks is 

Interest Rate Risk (IRR) with a contribution of 12.1 percent. 

 

Implication 

This study found that IRR has a significant effect on C/I Ratio. It also can be 

concluded that the risk of interest rate can indicate a bank's ability to operate debt 

funds received from customers, either in the form of current accounts, deposits, or 

other third-party funds. So this study can provide inputs to the national private banks 

to reduce operational costs, as C/I Ratio has a very dominant effect on the ability of 

banks in operations to generate operating income. Banks which are able to produce a 

low IRR shows the better financial performance. For further research, it may take into 

account of other financial ratios as research variables and employ wider time period. 
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