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INTRODUCTION

Economic increase in Indonesia is fantastically dependent on the financial
zone, which can drastically influence its improvement (Cristina & Artini, 2018).
The banking area is one of the financial sectors that performs a vital position in a
country's economic increase, as banks can influence the entire national economic
device. Banks are the number one economic intermediaries that collect price
range from the public and distribute them to the general public primarily based
on believe, aiming to attain maximum profitability (Nadya & Wijaya, 2023).
Banks are huge establishments capable of riding Indonesia's economic boom.
Banks consistently attempt to contribute maximally to improving business
enterprise overall performance to make certain competitiveness and preserve the
business enterprise's sustainability.(Prameswari & Rahyuda, 2024).

A bank is a commercial institution that gathers funds from the public via
deposits and allocates them through loans and other means to improve the
quality of life of individuals (Law of the Republic of Indonesia No. 10 of 1998).
Based on this regulation, banks are divided into two groups: Commercial Banks
and Rural Credit Banks (BPR). BPRs are banks that channel funds through credit
(Financial Services Authority Statistical Report, 2024). BPRs are banking financial
institutions whose activities focus on providing financing or channeling funds to
micro, small, and medium enterprises (MSMEs). BPRs play a essential role in
supporting the community's economic activities across diverse sectors (Artika &
Marini, 2023). The bank's strategy for amassing finances is to offer attractive and
profitable rewards to potential customers. distributing credit score to the public
is one of the foremost assets of BPR earnings (Yasin & Fisabilillah, 2021). credit
score dispensed with the aid of BPR plays a giant position in economic boom.
The credit score disbursed may be used for effective and consumptive sports
(Sofyan, 2021).

Profitability in a bank plays a crucial role in assessing its health.
Profitability in rural banks (BPR) needs to be maintained to ensure stable profits
and increase them (Cristina & Artini, 2018). ROA is a measuring tool used by
banks to determine the extent of a bank's ability to generate profits, calculated
from the total assets used.(Wiagustini, 2014)ROA is generally used by banks to
assess or measure the extent to which assets owned by the bank contribute to
profits (Prameswari & Rahyuda, 2024). A bank's ROA displays the financial
institution's ability to manipulate budget invested in all belongings to generate
profits. based on bank Indonesia circular Letter No. 13/24/DPNP issued in 2011,
the usual for financial institution fitness is about at >1.5%. A better ROA in a rural
bank (BPR) suggests the effectiveness of the usage of overall property in
producing earnings (Syawia & Marlius 2021). The significance of the ROA level
generated by means of a rural financial institution can really have an effect on
earnings increases, thereby helping and increasing fund distribution in a area.
BPRs are anticipated with a view to growth profit profits, thereby growing
potential patron accept as true with inside the bank.

This research was conducted at a rural bank (BPR) in Gianyar Regency
during the 2020-2022 period. The Gianyar Regency BPR is a financial institution
that assists communities experiencing financial problems, whether they are short
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of funds or have excess funds. One of the business activities of the BPR in Gianyar
Regency is the distribution of credit to the local community for MSMEs (Annual
Report of the Gianyar Regional BPR, 2021). Based on the business activities of the
Gianyar BPR, all BPRs in Gianyar are predicted so as to provide or channel funds
to the network optimally. BPRs in Gianyar can pay attention to their profitability
to determine the extent to which the bank is able to manage the capital obtained.
Therefore, with a high level of profitability, BPRs in Gianyar can certainly
channel funds to the community optimally.

A excessive level of capital adequacy may have a better have an impact on
in coping with operational dangers confronted within the method of developing
a financial institution's business compared to banks with a low level of capital
adequacy (Pratama et al.,, 2021). The higher the automobile of a financial
institution, the more potent the financial institution is in facing rising risks, as a
result permitting the financial institution to hold public agree with (Wulandari
& Purbawangsa, 2019). research on capital adequacy that could have an effect on
profitability has been conducted by way of numerous previous researchers,
together with studies performed via Utomo & Trisnawati (2021) and Sunaryo
(2020), which said that capital adequacy has a advantageous and significant
impact on profitability. There are one of a kind studies results carried out with
the aid of Sari & Endri (2019) and Prameswari & Rahyuda (2023), which stated
that capital adequacy has a huge terrible impact on profitability.

Liquidity is a company's potential to satisfy its quick-term monetary
responsibilities with to be had liquid finances (Wiagustini, 2014:85). Liquidity is
an essential financial ratio for banks as it displays the monetary group's
capability to satisfy its duties (Prameswari & Rahyuda, 2024). Liquidity in rural
banks can be measured using the loan to Deposit Ratio (LDR). A excessive stage
of liquidity in a financial institution shows that the quantity of credit disbursed
is maximized, therefore attaining maximum profitability (Cristina & Artini,
2018). research on liquidity's impact on profitability has been performed via
numerous previous researchers, together with studies via Pratama et al. (2021),
which states that liquidity has a tremendous impact on profitability. supporting
studies outcomes include research with the aid of Cristina & Artini (2018), which
states that liquidity has a nice and extensive impact on profitability. There are
conflicting results from studies with the aid of Nuryanto et al. (2020), which
discovered that liquidity has a terrible and enormous impact on profitability. that
is special from research performed through Prameswari & Rahyuda (2023) which
stated that liquidity has no impact on profitability.

Based totally on the historical past description and the results of preceding
studies, wherein there's nonetheless controversy regarding the influence of credit
score hazard, capital adequacy, and liquidity on profitability, further studies is
wanted to clarify in addition findings. on this look at, the researcher is interested
in conducting a study on profitability at Bank Perkreditan Rakyat (BPR), with the
title “The Influence of Credit Risk, Capital Adequacy, and Liquidity on the
Profitability of Bank Perkreditan Rakyat Gianyar for the 2020-2022 Period". This
research become performed because of a decline in ROA values in 2020-2022
throughout all BPRs in Gianyar.
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LITERATURE REVIEW
Banking Financial Management

Banks' strategy for raising funds involves offering attractive and profitable
rewards to potential customers. These rewards can take the form of interest,
which banks offer based on conventional banking principles. Fund distribution
involves returning funds obtained from checking money owed, financial savings
debts, and time deposits to the public in the form of loans or credit score. Credit
granted to borrowers is subject to an agreed-upon interest rate, and banks also
charge loan recipients an administration fee (Andrianto et al., 2019).

Banking financial management is the supervision and control of all bank
activities to achieve bank objectives and manage existing risks. Supervision
includes financial planning, risk management, asset-liability management,
strategic decision-making, and oversight of bank-customer relationships.
Financial planning can determine the bank's financial goals and objectives,
helping to maximize profits and minimize risks (Fauzan et al., 2023). Based on
Bank Indonesia Regulations, bank financial management encompasses various
aspects, including risk management policies, liquidity management, and
monetary policy. PBI No. 11/25/PBI/2009 regulates the implementation of risk
management in commercial banks and Islamic banks. In this case, risk
management is explained as the process of identifying, measuring, monitoring,
and controlling risks faced by banks. Risks faced and managed by banks include
credit risk, market risk, liquidity risk, and operational risk.

Profitability

Wiagustini (2014:90) states that profitability can be measured the use of
return on investment (ROI), go back on property (ROA), and go back on fairness
(ROE). Profitability in banking can be measured the usage of return on assets
(ROA) (Prameswari & Rahyuda, 2024). ROA is a ratio used to measure a business
enterprise's capability to generate profits from investment assets. ROA is a ratio
that measures the amount of belongings controlled by way of a agency and used
to generate income. property are all wealth received from character capital or
foreign capital that has been converted into enterprise property used for financial
institution boom (Hamidah et al., 2023). in keeping with Wiagustini (2014:90),
ROA is the capability to generate income from general assets used and may be
calculated with the aid of dividing net profit through general belongings and
multiplying with the aid of 100%.

Credit Risk

In step with Kasmir (2018), Non-acting Loans (NPL) are loans that stumble
upon boundaries as a result of banks in carrying out economic evaluation or
through customers who deliberately or by chance fail to make bills on their
responsibilities. NPL is a monetary ratio used to measure a bank's control's
potential to control non-acting loans. NPL fee is measured by the share of non-
acting loans to total loans, the lower the NPL, the better the bank's profitability.
Conversely, if the NPL is high, the financial institution will revel in losses due to
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low interest earnings from loans, that can lead to a lower inside the bank's
profitability (Pratama et al., 2021).

Capital Adequacy

A bank's capital adequacy can be measured using the Capital Adequacy
Ratio (CAR). According to Kasmir (2018:46), CAR is the ratio of capital to risk-
weighted assets and government regulations. CAR is the ratio of liabilities to the
minimum capital required by a bank, making capital a crucial factor in a
company, particularly in financial institutions (Astuti et al., 2023). A superior
degree of capital adequacy will more effectively mitigate operational risks
encountered in a bank's business development process than banks with inferior
capital adequacy (Pratama et al., 2021). The higher a bank's CAR, the stronger the
bank is in facing emerging risks, thus enabling the bank to maintain public trust
(Wulandari & Purbawangsa, 2019). Primarily based on the automobile ratio
calculation in step with financial institution Indonesia requirements, vehicle can
be calculated by means of dividing the financial institution's capital by its general
risk-weighted assets (RWA) and expressed as a percent.

Liquidity

Liquidity is a agency's capability to fulfill its brief-term economic
obligations with to be had modern-day price range. To maintain liquidity, the
available current funds must be greater than current liabilities. A company that
is illiquid can be considered unhealthy (Wiagustini, 2014:85). Liquidity is one
factor that can influence profitability (Damayanti & Susila, 2022). Liquidity is an
important financial ratio for banks because it reflects the bank's ability to meet its
obligations (Prameswari, 2023). Liquidity in a bank can be measured using the
Loan to Deposit Ratio (LDR).

Conceptual Framework

Risiko Kredit H1()
= \
Kecukupan Modal H2 () n Profitabilitas
X2 i Y
H3 (+
Likuiditas
X3

Figure 1. Conceptual Framework

Research Hypothesis

H1: Credit Risk Has a Negative and Significant Impact on Profitability

H2: Capital Adequacy Has a Positive and Significant Effect on Profitability
H3: Liquidity Has a Positive and Significant Effect on Profitability
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METHODOLOGY

Based on the research objectives, this study uses a quantitative method
with an associative format. This research will be conducted at all Rural Credit
Banks (BPR) in Gianyar Regency for the period 2020-2022. The objects of this
study are credit risk, capital adequacy, liquidity, and profitability of BPR
Gianyar. Credit risk is proxied by NPL, capital adequacy is proxied by CAR, and
liquidity is proxied by LDR. The population in this study is all Rural Credit Banks
in Gianyar Regency for the period 2020-2022. Non-probability sampling with
saturation sampling methodology was the sampling strategy used in this study.
Saturation sampling is conducted if the population size is less than 30 people
(Sugiyono, 2020:133). The sample in this study is all BPRs in Gianyar Regency for
the period 2020-2022, totaling 24 BPRs that publish their financial reports to the
OJK. Based on this, the sample Bank Perkreditan Rakyat (BPR) in this study are
as follows. The data used in this study is quantitative. The quantitative data used
are the ROA, NPL, CAR, and LDR values of BPRs in Gianyar Regency for 2020-
2022, obtained from financial reports published by the Financial Services
Authority (OJK). Therefore, a statistical system was used in the analysis process.
This study employed a non-participant observation method for data collection.

RESEARCH RESULTS
Descriptive Statistical Analysis Results
Table 1. Descriptive Statistical Test Results

Standard

N Minimum Maximum Mean Deviation
Credit Risk 72 .97 24 .87 8.6807 5.88249
Capital 72 14.06 138.89 45.0549 22.70716
Adequacy
Liquidity 72 34.07 102.55 70.7896 14.20215
Profitability 72 12 8.17 1.9990 1.56998
Valid N 72
(listwise)

Source: Data processed 2025 (Appendix 3)

Based on the analysis results presented in Table 1, general information on
variables from a sample of 72 data obtained from data from 24 BPR companies in
Gianyar Regency for the 2020-2022 period registered with the OJK can be seen,
with the minimum, maximum and standard deviation values of each variable as
follows:

1) The credit risk variable (X;) proxied by NPL has the lowest (minimum) value
of 0.97 percent obtained from BPR Mas Giri Wangi in 2020 and the highest
(maximum) value of 24.87 percent obtained from BPR Suryajaya Ubud in
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2020. In addition, it is known that the credit risk variable has an average value
(mean) of 8.6807 percent and a standard deviation of 5.88249. The standard
deviation value is smaller than the average value, this indicates that the credit
risk variable has a good deviation, because it has a small data distribution.
Based on the credit risk component ranking criteria, the average credit risk
value of 8.6807 indicates that credit risk in BPR is classified as unhealthy.X;
The capital adequacy variable (X;) proxied by CAR has the lowest (minimum)
value of 14.06 percent obtained from BPR Suryajaya Ubud in 2020 and the
highest (maximum) value of 138.89 percent obtained from BPR Kancana
Dewata Mahadhana in 2021. In addition, it is known that the credit risk
variable has an average value (mean) of 45.0549 percent and a standard
deviation of 22.70716. The standard deviation value is smaller than the
average value, this indicates that the capital adequacy variable has a good
deviation, because it has a small data distribution. Based on the capital
adequacy component ranking criteria, the average capital adequacy value of
45.0549 indicates that capital adequacy in BPR is classified as very healthy X,
The liquidity variable (X3) proxied by LDR has the lowest (minimum) value
of 34.07 percent obtained from BPR Raga Jayatama in 2022 and the highest
(maximum) value of 102.55 percent obtained from BPR Baskara Dewata in
2022. In addition, it is known that the liquidity variable has an average value
(mean) of 70.7896 percent and a standard deviation of 14.20215. The standard
deviation value is smaller than the average value, this indicates that the
liquidity variable has good deviation, because it has a small data distribution.
Based on the liquidity component ranking criteria, the average liquidity value
of 70.7896 indicates that liquidity at BPR is classified as very healthy.X;

The profitability variable (Y) proxied by ROA has the lowest (minimum)
value of 0.12 percent obtained from BPR Tish in 2021 and the highest
(maximum) value of 8.17 percent obtained from BPR Kancana Dewata
Mahadhana in 2020. In addition, it is known that the profitability variable has
an average value (mean) of 1.9990 percent and a standard deviation of
1.56998. The standard deviation value is smaller than the average value, this
indicates that the profitability variable has a good deviation, because it has a
small distribution. Based on the profitability component ranking criteria, the
average profitability value of 1.9990 indicates that profitability at BPR is
classified as very healthy.
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Classical Assumption Test Results
1) Normality Test

Table 2. Normality Test Results
One-Sample Kolmogorov-Smirnov Test

Unstandardized Residual

N 72
Normal Mean .0000000
Parametersa,b
Standard 1.36298154
Deviation
Most Extreme Absolute .057
Differences
Positive .057
Negative -.056
Test Statistics .057
Asymp. Sig. (2- .200c,d
tailed)

Source: Data processed 2025 (Appendix 4)

The normality test findings in Table 2 indicate a Kolmogorov-Smirnov
value of 0.057 and the Asymp. Sig. (2-tailed) value is 0.200 > 0.05 (significant
level), meaning that the model created is normally distributed.

2) Autocorrelation Test

Table 3. Autocorrelation Test Results

Model Summary
Model R Adjusted  Standard Error Durbin-
R Square RSquare  of the Estimate Watson
1 496a 246 213 1.39272 1,737

Source: Data processed 2025 (Appendix 5)

Table 3 shows the autocorrelation value in the Durbin-Watson table of
1.737. 72 research data and 3 independent variables were used in this study. The
du value = 1.7054 was obtained through the Durbin-Watson table, and the model
obtained was 1.7054 < 1.737 < (4-1.7054) or 1.7054 < 1.737 < 2.2946 based on the
number of samples and independent variables. This model indicates that there
are no autocorrelation symptoms in the regression model used in this study.
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3) Multicollinearity Test

Table 4. Multicollinearity Test Results

Coefficients

Model

Collinearity Statistics

Tolerance

VIF

1 (Constant)

Credit Risk

Capital

Adequacy

Liquidity

999

.860

.860

1,001

1,163

1,163

Source: Data processed 2025 (Appendix 6)

Table 4. shows the results of the multicollinearity test and obtained a
tolerance value of 0.999 or 99.9 percent for the credit risk variable, 0.860 or 86.0
percent for the capital adequacy variable, and 0.860 or 86.0 percent for the
liquidity variable. The VIF value of the credit risk variable was 1.001, the capital
adequacy variable was 1.163, and the liquidity variable was 1.163. The tolerance
value of the three variables shows results that are more than 10 percent or 0.10
and the VIF value of the three variables is less than 10, so that no symptoms of
multicollinearity are found in the regression model.

4) Heterostrophicity Test

Table 5. Heteroscedasticity Test Results

Unstandardized
Residual
Spearman's Credit Risk Correlation -.148
rho Coefficient
Sig. (2-tailed) 216
N 72
Capital Correlation -.084
Adequacy Coefficient
Sig. (2-tailed) 485
N 72
Liquidity Correlation -.066
Coefficient
Sig. (2-tailed) .583
N 72
Unstandardized Correlation 1,000
Residual Coefficient
Sig. (2-tailed)
N 72

Source: Data processed 2025 (Appendix 7)

Spearman's rho is a statistical approach used to correlate unbiased
variables with their residuals. Spearman's rho checking out makes use of a
significance level of 0.05. If the correlation between the independent variable and
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the residual exceeds 0.05, it can be considered free from heteroscedasticity
concerns (Christine et al., 2019). The results of the heteroscedasticity test using
Spearman's rho in Table 4.5 obtained Sig. (2-tailed) values for credit risk, capital
adequacy, and liquidity, respectively, showing 0.216; 0.485 and 0.583. The
regression equation in this study does not experience heteroscedasticity because
the Sig. (2-tailed) value of each variable is greater than 0.05. Based on this
modeling, it shows that the regression model in this study is free from symptoms
of heteroscedasticity.

Results of Multiple Linear Regression Analysis
Table 6. Results of Multiple Linear Regression Analysis
Unstandardized =~ Standardized

Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) -2,188 1,113 -1,966 .053
Credit Risk -.032 .028 -120 -1.135 260
Capital Adequacy .032 .008 463 4,081 .000
Liquidity .043 .013 386 3,400 .001

Source: Data processed 2025 (Appendix §)

The results of the multiple linear regression analysis in Table 6. obtained
multiple linear regression as follows:

Y =-2.188 - 0.032 + 0.032 + 0.043X; X, X5
Each variable's direction is shown by the multiple linear regression equation.

The regression equation above can be interpreted as follows:

1) The constant value (a) of -2.188, states that the level of profitability will
decrease by 2.188 percent when credit risk, capital adequacy, and liquidity
have a value equal to 0.

2) The regression coefficient for the credit risk variable, with a value of -0.032,
indicates a negative trend, indicating that profitability will decrease by 0.032
if credit risk increases by one percent..

3) The regression coefficient for the capital adequacy variable, with a value of
0.032, indicates a positive trend, indicating that profitability will increase by
0.032 if capital adequacy increases by one percent.

4) The regression coefficient for the liquidity variable, with a value of 0.043,
indicates a positive trend, indicating that profitability will increase by 0.043 if
liquidity increases by one percent.

Results of the Determination Coefficient Test
Table 1. Results of the Determination Coefficient Test

Model Summary
Adjusted R Standard Error of the
Model R R Square Square Estimate
1 496a 246 213 1.39272

Source: Data processed 2025 (Appendix 8)
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Considering the findings of the analysis shown in Table 7, the Adjusted R
Square value in this study is 0.213, which means that 21.3 percent of profitability
(Y) is influenced by credit risk (X;), capital adequacy (X;), and liquidity (X3),
while the remaining 78.7 percent is influenced by other variables outside the
regression model examined in this study.

Model Feasibility Test Results (F Test)
Table 1. Model Feasibility Test Results (F Test)

ANOVA
Model Sum of Squares df  Mean Square F Sig.
1 Regression 43,104 3 14,368 7,407 .000b
Residual 131,898 68 1,940
Total 175,002 71

Source: Data processed 2025 (Appendix 9)

Based on the analysis results presented in Table 8, the significance value
is 0.000, which is less than 0.05 (0.000 < 0.05). Consequently, it may be inferred
that the variables of credit risk, capital adequacy, and liquidity all exert a major
influence on profitability.

Hypothesis Test Results (t-Test)

1) The Effect of Credit Risk (X;) on Profitability (Y)
H1 = Credit Risk Has a Negative and Significant Impact on Profitability
The credit risk variable on profitability shows a significance value of 0.260
which is greater than 0.05 (Sig = 0.260 > 0.05), this shows that the credit risk
variable has an insignificant influence on profitability and the calculated t
value of -1.135 has a negative direction provided that the other independent
variables have a constant value or are equal to 0. Based on these results, it can
be stated that this study is rejected.X; H;

2) The Effect of Capital Adequacy (X;) on Profitability (Y)
H2 = Capital Adequacy Has a Positive and Significant Influence on
Profitability
The capital adequacy variable on profitability shows a significance value of
0.000 which is smaller than 0.05 (Sig = 0.000 < 0.05), this shows that the capital
adequacy variable has a significant influence on profitability and the
calculated t value of 4.081 has a positive direction provided that the other
independent variables have a constant value or are equal to 0. Based on these
results, it can be stated that this research is accepted.X,H,

3) The Effect of Liquidity (X3) on Profitability (Y)
H3 = Liquidity Has a Positive and Significant Effect on Profitability
The liquidity variable on profitability shows a significance value of 0.001
which is smaller than 0.05 (Sig = 0.001 < 0.05), this shows that the liquidity
variable has a significant influence on profitability and the calculated t value
of 3.400 has a positive direction provided that the other independent variables
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have a constant value or are equal to 0. Based on these results, it can be stated
that this research is accepted.

DISCUSSION
The Impact of Credit Risk on Profitability

The statistical test results in Table 6 show that the regression coefficient
(bl) is negative, at -0.032 with a significance level of 0.260, which is greater than
0.05. These results indicate that credit risk, as proxied by NPL, has a negative and
insignificant effect on the profitability of BPRs in Gianyar Regency for the 2020-
2022 period. This means that although the direction of the relationship shows a
negative trend, the statistical effect of credit risk is not proven to be significant.
This analysis disproves the notion that credit risk significantly and negatively
affects profitability based on the findings of the research. This condition indicates
that any increase or decrease in NPL does not have a significant impact on the
level of profitability of BPRs in Gianyar Regency during the study period.

Theoretically, an increase in NPLs reflects increased credit risk, which
should depress corporate profits due to potential losses from non-performing
loans. Empirical results in this study do not significantly support this theory,
indicating that credit risk is not sufficiently strong to impact profitability. Several
factors that may explain this finding include the potential ability of rural bank
(BPR) management to manage non-performing loans to minimize their impact
on corporate profits and the existence of other sources of income within BPRs
that can offset potential losses from NPLs. This means that when the NPL is
considered unhealthy, BPRs still have other sources of income to cover potential
credit problems that could lead to losses. Therefore, an dangerous NPL within
BPRs does now not pose a widespread impact on profitability. This findings
accord with prior research by employing Aztari (2023) and Priana et al. (2023),
which discovered that credit risk has no impact on profitability. Research by Putri
& Pardede (2023), which discovered that credit risk has a negative and negligible
impact on profitability, lends additional credence to this study.

The Effect of Capital Adequacy on Profitability

The statistical take a look at results in table 6 display that the regression
coefficient (b2) is fantastic, namely 0.032 with a importance level of 0.000, because
of this it's miles smaller than = 0.05. these consequences imply that the capital
adequacy variable, proxied by using automobile, has a positive and full-size
effect at the profitability of BPR Gianyar Regency for the 2020-2022 period.
Therefore, in this study, the statement that capital adequacy has a positive and
significant effect on profitability is accepted. The results of the study indicate that
if the capital adequacy of BPR increases, profitability will also increase, and vice
versa, if the level of capital adequacy of BPR decreases, the level of BPR
profitability will also decrease.

Capital adequacy reflects a bank's potential to soak up losses springing
up from its activities.Based on banking financial management theory, a bank's
health can be reflected through its financial performance. Studies findings imply
that rural banks' economic overall performance, as measured by means of the
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capital adequacy ratio, suggests the financial institution's capability to take in the
danger of losses arising from its financial operations. The better the auto ratio,
the greater the financial institution's capability to absorb capacity losses, in the
end fostering stability and self assurance in banking operations.

Operational stability at rural banks (BPR) will certainly provide more
room for banks to increase lending activities and business expansion, which will
positively impact profit generation (profitability). The results of this study align
with previous research conducted by Utomo & Trisnawati (2021) and Sunaryo
(2020), which found that capital adequacy has a positive and significant impact
on profitability. This research is also supported by research conducted by Bata et
al. (2022), which found that capital adequacy has a positive and significant
impact on profitability.

The Effect of Liquidity on Profitability

The statistical test results in Table 6 show that the regression coefficient
(b3) is positive, namely 0.043 with a significance level of 0.001, which means it is
smaller than = 0.05. These results indicate that the liquidity variable proxied by
LDR has a positive and significant effect on the profitability of BPR Gianyar
Regency for the 2020-2022 period, so that in this study, the statement that
liquidity has a positive and significant effect on profitability is accepted. The
results of the research conducted mean that if BPR liquidity increases,
profitability will also increase, and conversely, if the level of BPR liquidity
decreases, the level of BPR profitability will also decrease.aH;

Banking financial management emphasizes the importance of liquidity as
an indicator of bank health and its financial performance. High liquidity enables
banks to meet their short-term obligations, such as customer withdrawals and
other payments. When banks have sufficient liquidity, they can channel credit to
customers more effectively and efficiently, ultimately increasing interest income.
In this regard, the level of liquidity indicates that rural banks (BPR) are able to
meet their short-term obligations. This research aligns with banking financial
management because BPRs have relatively healthy financial performance and
can increase profitability.

The research results illustrate that rural banks (BPR) are able to disburse
the necessary funds to finance their obligations or provide increasing credit.
These results indicate that the higher the LDR ratio, the higher the BPR's
profitability. This can be explained by the fact that when BPRs are able to
effectively channel their funds in the form of credit, they will generate optimal
interest income, which will ultimately increase the company's profitability.
Conversely, if BPRs are unable to channel their funds optimally, their profit
potential will also decrease. The results of this study align with previous research
conducted by Cristina & Artini (2018) and Sochib et al. (2023), which stated that
liquidity has a positive and significant effect on profitability. This research is also
supported by research conducted by Yuniari & Badjra (2019), which states that
liquidity has a positive and significant effect on profitability.
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CONCLUSIONS

The following conclusions can be made in light of the outcomes of the tests
that have been conducted and the debate that was detailed in the preceding
chapter.

1) Creditrisk had no significant effect on profitability at rural banks in Gianyar
Regency from 2020 to 2022. This indicates that although the relationship
tends to be negative, the statistical effect of credit risk was not proven to be
significant. This indicates that any increase or decrease in NPLs did not
significantly impact the profitability of rural banks in Gianyar Regency
during the study period.

2) Capital adequacy had a positive and significant impact on profitability at
BPR Gianyar Regency from 2020 to 2022. This study demonstrates the
company's ability to manage capital adequacy, reflecting the bank's ability to
bear the risk of losses from its operational activities. Consequently,
the higher the capital adequacy, the better the BPR's profitability.

3) Liquidity had a tremendous and substantial effect on profitability at BPR
Gianyar Regency from 2020 to 2022.This indicates that BPRs are able to
effectively channel their funds into loans, resulting in optimal interest
income, which ultimately increases company profitability.

RECOMMENDATIONS

Based totally at the research findings, the following guidelines can be
supplied. For businesses, the outcomes of this observe can be used as a
foundation for monitoring and controlling operations to increase profitability.
Maintaining profitability can be achieved by paying attention to influencing
factors, such as capital adequacy and BPR liquidity.

ADVANCED RESEARCH

For further researchers, researchers can provide the following suggestions:

a. The results of this study can be used as a consideration in conducting
further research wusing other variables suspected of influencing
profitability. The adjusted value in this study was only 21.3 percent,
meaning that there are still 78.7 percent of factors outside this research
model that can influence profitability. Other factors that may influence
profitability include company size, capital structure, and asset
turnover.R?

b. Further research can re-test BPR using credit risk variables, because in this
study credit risk was stated to have no effect on profitability.
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