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EPS, Book to Market, CAR, ROE, and happen in Indonesia, but also in European bankipggly incorporated in G20
NPM. countries. Not all variables affect the financiarformance of EPS. Variables that

affect EPS are book to market, CAR, ROE, and NPM.

INTRODUCTION

Globalization is advancing the world developmemtl @ffects on a wide range of fields. The incregsin
globalization in economic field appears with agreambetween countries to create an internatioraddsird
reporting form that applies equally in all countrias well as high quality and can be applied glgbal
International Financial Reporting Standard (IFR§)ai financial reporting standards issued by Inteynal
Accounting Standards Board (IASB) and answer tagreement between countries in reporting of inténal
standards. One by one country in world began t@patkRS (Sianipar and Marsono, 2013). This proved t
convergence of financial reporting standards towdFRS already inevitable by countries in worldR8-has
been adopted by many countries including the Ewmopédnion countries, Africa, Asia, Latin America and
Australia (Budiono et. al., 2015).

IFRS convergence shows some changes in bankingatems. Banking regulatory reform has been a
concern since the G20 leaders summit Washingtoi® 20@ to bank's health is essential to maintairiveg
health and resilience of national and global finansystem. G20 leaders show their commitment topete
the agenda of implementation of Basel Il by end®@12 and started implementation of Basel Il inusag
2013. The role of bank capital and liquidity is 3@ essential so that every member of G20 reqliéstmeet
the recommendations of Basel Committee on Bankimge&sision (BCBS) on international banking standard
With implementation of framework of internationalriking standards, Indonesian banking industry jeeted
to create a healthier bank, more able to surviwe dtisis and increasingly competitive in globalaficial
industry (www.kemenkeu.go.id).

Investors clearly prefer IFRS financial reportinmich refers to application of fair value. IFRSn®re
accurate, comprehensive financial reports and inéion on time, have relatively lower risk. Nugrdhand
Yuyetta (2014) argue that financial statements ngostain accurate data and relevant for conduattath
later became the basis for decision making. Adoptd IFRS standards can increase investor confielenc
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Investors are helped because they can understeast taal value of a corporate entity. Latest vaddie is also
considered highly relevant and assists the auditanaking the right decisions in a company. Barth al
(2006) argues that as principle-based IFRS stasdaodld further enhance the value relevance ofattot
information. It is able to assist investors in nmakiinvestment decisions. Besides the model of matio
expectations Ewert and Wagenhofer (2005) showadFRS earnings to reflect the economic performasfce
company. Before deciding to invest in shares iommgany, often times the investors also pay attartimok to
market ratio. Book to market ratio is the ratiovizegn the book value per share by stock market vatue book
value per share strongly reflects the companyisevaind value of company is reflected in econoralaes of its
net assets (Fitriati, 2010).

The banking industry is one of institutions thaivé a major role in economic activity (Dahliawatida
Febrianto, 2012). Banking has its own charactesstompared with other industry. This can be sedralance
of banking industry has a large number of obligagithat, given the bank institution where custonestsust
their wealth become stored in bank. The main targetome achieved by bank is a benefit to coveebthat
may arise out of calculation of bank management(Baati and Febrianto, 2012). CAMEL ratio assegbes
performance and health of a financial institutiosedi them. According to Dictionary of Banking Insti
Indonesia (1999), CAMEL is an aspect that mostcaffiee soundness of financial institutions. CAMHEInsists
of five criteria: capital, assets, management,iagm(profitability) and liquidity.

Profitability Assessment is considered essentighake Indonesian banking sound, strong and eficit
end of June 2005, Bank Indonesia (Bl) again annediibe Anchor Bank is a high profitability can kees
from a minimum of 1.5% ROA (Rachmadhani, 2006).riay Per Shares (EPS) become one important
component in company's internal performance.

Based on background of problem, a problem whiah loa formulated in this study is weather book to
market ratio and CAMEL ratio affect on financialrffmemance of banking industry listed on Indonesiac&
Exchange? Goals become achieved in this study éxdamine and analyze the effect of book to markeb
and CAMEL ratio on financial performance of bankindustry which is listed on Indonesia Stock Exaj@n

Theory And Hypotheses:

Ratio analysis is a number that indicates thetiozlghip between the elements in financial stateémég
comparing the elements of balance sheet, incontenstamt items, elements of balance sheet and income
statement, as well as financial ratios issuersoareand financial ratios others expressed in madkieat form
is simple, and is used to determine the financgallth and progress of company (Samson, 2006: 14fp8o,
2009: 86). Sourced from the report, financial miban be structured to meet a variety of purposdamy be
selected in accordance with ratio of group interest various parties, both for investors, creditcaiad
management companies.

Book to Market Ratio:

Book to market ratio is needed by investors bexahs book to market a high ratio can become an
indicator that company is still undervalued. Whereaterprise is undervalued, it can be said thaipemy is in
less good condition so it is less able to providediits for investor's investment (Fitriati, 201@ccording to
Ang (1997), book to market ratio is a ratio use@masndicator to measure the company performanceig its
market price. Theoretically, book to market ratmdha negative effect on stock returns. In otherdedhe
higher book to market ratio of a company createclostock returns. Book to market ratio can be fdated as
follows (Damodaran, 2002):

Book to Market = Equity Book Value
Volume Stocks x Closing Value)

Camel Ratio:

Banking dictionary (Institute of Bankers Indongsiecond edition of 1999, defines CAMEL as an ekpe
that most affect the financial condition of bankédich also affect the health of banks. CAMEL istanslard
that became the object of bank examinations coedugy bank supervisors. CAMEL ratio value is cadted
by following indicators, namely:

A. CAR (Capital Adequacy Ratio):

CAR is the ratio to shows how much the total esg#t financial institutions contain risks (credit,
investments, securities, bills on other banks) wha financed from its own capital in addition tbtaining
funds from outside the bank. This ratio can be fdated as follows (Circular Letter No. 3 / 30DPN&eti
December 14, 2001):

CAR = Total Capitalx 100%
Total Weighted Assets based on Risk
B. Fixed Assets to Equity Ratio:
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This ratio measures the management capabilitifi@anficial institutions in determining the amoumfiged
assets and inventory owned by bank concerned tibataphe higher ratio means that capital ownedkbian
insufficient to support the fixed assets and in@gnso that possibility of a bank in error will egen greater.
This ratio can be formulated as follows (Circulatter No. 3 / 30DPNP dated December 14, 2001):

Fixed Assets to Equity Ratio = (Fix Assets + Inieen) / Capital x 100%.

ROA (Return on Assets):

This ratio is used to measure the ability of ficiahinstitutions management to make profit (praféfore
tax) from the average of total assets of finantiatitution concerned. The larger the ROA showsatgethe
level of profit achieved of financial institutiorso that possibility of a financial institution irrgblematic
conditions getting smaller. Profit before tax id meome from operations before tax. While the agertotal
assets is the average volume of business or aSdetsratio is defined as follows (Circular Lettdio. 3 /
30DPNP dated December 14, 2001):

ROA = Profit Before Tax / Average Assets x 100%

ROE (Return on Equity):

This ratio is used to measure the management rmpeafice of financial institutions in managing the
available capital to generate profit after tax. Téawger the ROE sows greater the profit achievefinaincial
institutions so that probability of a bank in lgg®blematic conditions. Profit after tax is the petfit from
operations after taxes while the average totaltgqsiithe average core capital owned by financiatiiutions,
calculation of core capital is based on provisiohapplicable minimum capital liabilities. This iats defined
as follows (Circular Letter No. 3 / 30DPNP dateccBraber 14, 2001):

ROE = Profit After Tax / Average Equity x 100%

NPM (Net Profit Margin):

This ratio is used to measure the ability of beunkanagement in managing its productive assetsrtergte
net interest income. Net interest income is deriveth interest income minus interest expense. Thatgr this
ratio, increase in interest income on earning assetnaged by bank so that possibility of a bankrior is
getting smaller. This ratio is defined as follow@r€ular Letter No. 3 / 30DPNP dated December D01):

NPM = Net Interest Income / Assets Earning x 100%

ROA (Operating Expensesto Operating Income Ratio):

This ratio is often called the efficiency ratio meeasure the ability of financial institution maeagent in
controlling operating expenses to get income. Timealler this ratio means more efficient operatiooasts
incurred by financial institutions so that posstpilof a financial institution in problematic conidins getting
smaller. The operational costs are calculated basesum of total interest expense and total otiperating
expenses. Operating income is the sum of totatéaténcome and total other operating income. Thi® is
defined as follows (Circular Letter No. 3 / 30DPHN&ted December 14, 2001):

ROA = Operating Expenses / Operating Income x 100%

LDR (Loan to Deposit Ratio):

This ratio is used to assess the liquidity of akbhy dividing the number of loans granted by bamk
deposit. Higher ratio show lower ability of bankgiidity that possibility of a bank in error evgreater. Loans
receivable excluding loans to other banks, while deposits are demand deposits, savings deposits, t
deposits, certificates of deposit. This ratio carfdrmulated as follows (Circular Letter No. 3 [BONP dated
December 14, 2001):

LDR = Total Credit / Total Deposits x 100%

Earning Per Shares (EPS):

Nurhasanah (2014) explains that a high EPS hds dtigactiveness for investors. The higher the evaifi
EPS shows higher company's ability to deliver higirefits to investors. According Tandelin (2010:33, EPS
is the net income that is ready become distribtdezhareholders divided by company shares? Low ragians
the company does not produce a good performandakiryg into account income. Low revenue becausessal
are not smooth or high cost. Higher ratio meanstimpany has been established (Harahap, 2007).

EPS = Net Income / Number of Common Stock

Hypothesis:

Based on theory presented above, hypothesiso$thdy can be presented below.
H1: Book-to-market ratio significantly affect on &P
H2: CAR significantly affect on EPS.
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H3: ATTM significantly affect on EPS.
H4: ROA significantly affect on EPS.
H5: ROE significantly affect on EPS.
H6: NPM significantly affect on EPS.
H7: BOPO significantly affect on EPS.
H8: LDR significantly affect on EPS.

Book ro
Market

Fig. 1: Analysis Model.

Research Methodol ogy:
Population and sample:

Design research is quantitative research with thggis testing. The study population was all corggan
banking industry are listed on Indonesia Stock Exge (IDX) in 2010 - 2014. Sampling method is the
judgment sampling method, which is one form of jpsipe sampling by sampling a predetermined based on
intent Research by criteria:

1. The company is listing at Indonesia Stock Exchafae2010-2014 and its financial statements are
presented in Rupiah.

2. Companies with the audited financial statements.

3. Company report has complete data with study vagsbl

Population data used during 2010-2014 amountedltocompanies. Referring to criteria established
acquired 20 companies in sample. Total data udid@(20 x 5 years)

Research Variables:
A. Book to Market Ratio:

Book value provides a measurement of relativedplstas compared to market price because it camimc
benchmark for other companies who are in one se@arusman, 2012). Book to market ratio can be
formulated as follows (Damodaran, 2002):

Book to Market = Equity Book Value / (Volume Stack Closing Value)

B. CAR:

CAR is the ratio of performance to measure thejadey of bank capital owned banks to support tBetas
that contain or produce a risk, such as loans @nérj2011: 34). This ratio shows how much all s§ets of
banks that contain risks (credit, investments, isges, bills on other banks) is also financed hynacapital of
bank, in addition to obtaining funds from sourcesswe the bank, such as public funds, loans (deht) others
(Dendawijaya, 2001:; 122).

CAR = Total Capitak 100%
Total Weighted Assets based on Risk

C. Fixed Assets to Equity Ratio:

This ratio measures the management capabilitifi@arfcial institutions in determining the amoumfiged
assets and inventory owned by bank concerned t@tatapligher ratio means that capital owned bank
insufficient to support the fixed assets and inggnso that possibility of a bank in error will legen greater.
This ratio can be formulated as follows (Circulatter No. 3 / 30DPNP dated December 14, 2001):

Fixed Assets to Equity Ratio = (Fix Assets + Inoen) / Capital x 100%
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D. ROA:

This ratio is used to measure the ability of bardnagement to get profit as a whole over a cepeiiod
(Dendawijaya, 2001: 120). According to Hanafi (2088), ROA is the ratio that measures a comparbjliya
to generate profits by using total assets (wealtltpmpany after adjusting for expenses.

ROA = Profit Before Tax / Average Assets x 100%

E. ROE:

ROE is an indicator to measure the bank's abitityobtain net income related to dividend payments.
According Munawir (2007: 240) ROE is the ratio beém the net profits after tax with their own cdpita

ROE = Profit After Tax / Average Equity x 100%.

F. NPM:

According to Sari and Ghozali (2011), NPM is a pamson of net interest income to average earning
assets. Net interest income derived is from intdreome minus interest expense. Productive assetsaken
into account is interest bearing assets.

NPM = Net Interest Income / Assets Earning x 100%

G. BOPO:

According to Susanto and NJIT (2012), ROA is usedneasure the level and distribution of bank in
carrying out operational activities. Operationastsoare incurred by bank in carrying out their Waittivities
include: salaries, marketing costs, interest clar§f¢éhile operating income is the income receivedbhapk
obtained through credit in form of interest ratésasanjaya and Ramnatha, 2013).

ROA = Operating Expenses / Operating Income x 100%

H.LDR:

LDR is the credit to total deposits as an indicatbamount of third party funds are distributedfanm of
credit (Ma'rufah, et al 2013). Cashmere (2011: 290) states that LDRr&tia to measure the composition of
amount of loans compared to amount of public fuena$ own capital employed.

LDR = Total Credit / Total Deposits x 100%

2. Dependent Variable:

The dependent variable is the variable that efietbie independent variable. The dependent varialttas
study is EPS. According to Dewi and Suryana (20EBS is an indicator that is most often considdred
investors before making an investment decision tmeall the results that can be achieved by company
provide a direct impact on amount of benefits inadance with number of shares owned.

EPS = Net Income / Number of Common Stock

Analysis And Discussion:
Hypothesis testing:

Multiple linear regressions is used to analyzeinaalr relationship between two or more independent
variables and dependent variable. This analysisraéte the direction of relationship between traependent
and dependent variables weather each independesiblesassociated positively or negatively.

Computer calculations with application of SPSS02(btatistical Program for Social Science) is fato
below.

Table 1: Multiple Linear Regression Analysis.

Variable 5 UnstandardslztjdError t Significance Adjusted R
Constants -19.421 189,032 -.988 0.343
Book To Market 17,322 7.973 2.432 0.223*
CAR -117,242 52.116 -3.433 0.001*
ATTM -189.870 127.995 -1.547 0.079
ROA 11,012 9.001 1.214 0.241 0,490
ROE 4,011 1.410 2.861 0.006*
NPM 6,921 1.211 6.108 0.000*
BOPO -1,012 61.011 -0.014 0.899
LDR -101.247 165.077 -0.327 0.541

Note: * Significant at: level of 5%
Source: Data Processed, 2015

Based on above table, the multiple linear regression equation is as follows:
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EPS = -19.421+ 17,322BTM — 173,539CAR — 189,870 + 11,012ROA + 4,011ROE +
6,921NPM — 1,012BOPO - 101,247LDR

Adjusted R values in Table 1 indicates that Bamkvtarket, CAR, ATTM, ROA, ROE, NPM, ROA and
LDR can explain 49% of EPS variation while the &k¥% is explained by other variables outside thgearch.

B. Significancetest F:

Test results shows value of F significance 0.QUith value of Significance below 0.05. IT means Buok
to Market, CAR, ATTM, ROA, ROE, NPM, ROA and LDRmiltaneously have a significant effect on EPS.
The worthy models meet Goodness of Fit condition.

c. Significancetest t:
1. Effect of book to market ratio on EPS:

Book to market value analysis shows the valuegfassion coefficient has significance 0,003 arsitive.
Book to market ratio effect on EPS, it is seen friva significant value 0,0830.05. This shows that book to
market ratio is a ratio that reflects the marketigaf a stock. Higher the book to market value msdaigher the
EPS value of a company. It is supported by a stfdyong, Pagani, and Zaima (2009) who found a bigbk
to market value ratio affect on EPS and high retirasetiono (2012) also shows positive effect kbmo
market ration on portfolio return.

2. The effect of CAR on EPS:

CAR analysis shows the significance value of 0.@@llh a regression coefficient is negative. CAReaffon
EPS, this can be seen from the significant valug.@®1< 0.05. CAR is the ratio of financial related to kiy
capital where the amount of capital a bank will dn@an effect on whether or not a bank is able twiefftly
carry out its activities. If the capital owned barik is able to absorb losses that cannot be avgatded the bank
can manage its operations efficiently, so that theaf bank (shareholder) is expected become ineckasd
vice versa (Muljono, 1999).

3. Effect of Fixed Assetsto Equity Ratio on EPS:

Analysis result show Fixed Assets to Equity Ratidicate insignificant value of 0.079 with a regries
coefficient is negative. Fixed Assets to EquityiRdtas no effect on EPS due to insignificant vali®.079>
0.05. This result support Dahliawati Febrianto (Z20&hich states that ATTM has no effect on EPS. filgber
Fixed Assets to Equity Ratio means of capital owhadk is insufficient to support the fixed assats,that
possibility of bank in greater problematic conditso

4. Effect of ROA on EPS:

ROA analysis result show insignificant value diT® at coefficient of 0.241 with a regression cioafht is
positive. ROA has no effect on EPS. ROA is an afssed profit turnaround. But for banking condit®to note
that investors should be careful because the coemiaontaining the assets on balance sheets of assets
given appropriate levels of credit risk to eacheastem and credit risk inherent in each asset itgma
conversion factor.

5. Effect on EPS ROE:

ROE analysis result show significance value 0D8.With a regression coefficient is positive. ROfeet
on EPS, this suggests that this study supportsetsearch Kurniawan (2014) that ROE has an effedE®8.
ROE shows the efficiency usage of its own capithe higher ratio shows that position of owner ahpany is
getting stronger and got a rate higher profit share

6. Effect of NPM on EPS:

NPM analysis result shows the significance valfi®.600 with a regression coefficient is positiNPM
affect on EPS. NPM ratio has a positive correlatigth net income, where the higher the value o$ taitio
indicates higher the net profit of company (Muljpi®99). Research by Meythi (2005) stated thateiase in
NPM affect the increased profits earned by bank.

7. Effect of BOPO on EPS:

BOPO is the ratio between the total operatingsctisttotal operating revenue. ROA analysis resuins
significance value of 0.899 with a regression doefht is negative. BOPO has no effect on EPS, tdue
significant value 0.899> 0.05. Results of this gtiglconsistent with Bahtiar Usman (2003) whichw&dhat
all independent variables on CAMEL ratios showedigaificant effect on bank profits.

8. Effect of LDR on EPS:
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LDR analysis result shows significance value &4Q. with negative regression coefficient. LDR has n
effect on EPS, it is evident from the significarstiue 0.541> 0.05. LDR has no effect on EPS becé#use
illustrates how far the bank's ability to repay thithdrawal of funds by depositors by relying orahg as a
source of liquidity. The higher this ratio giveslication of low capacity of bank's liquidity.

Table 2: Significance t test.

Hipotesis Description

H1: Book-to-market ratio significantly affect on &P Accepted
H2: CAR significantly affect on EPS. Accepted

H3: ATTM significantly affect on EPS. Rejected

H4: ROA significantly affect on EPS. Rejected

H5: ROE significantly affect on EPS. Accepted

H6: NPM significantly affect on EPS. Accepted

H7: BOPO significantly affect on EPS. Rejected

H8: LDR significantly affect on EPS. Rejected

Source: Data Processed, 2015

Conclusions And Suggestions.

Banking conditions in Indonesia is health in ademce with CAMEL ratio standards issued by Bl. IFRS
convergence impact on banking industry does noy tmlppen in Indonesia, but also in European banking
equally incorporated in G20 countries. Not all abtes affect the financial performance of EPS. atads that
affect EPS are book to market, CAR, ROE, and NPM.

Limitations of this study is to only use the daenking companies listed on Stock Exchange in 2010
2014, thereby generalizing the results of studynmgted to banks listed in Indonesia Stock Exchaimg010
until 2014 that a member of research sample. Futssearch should use a sample of companies that amat
longer time span so that more accurate test results
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