INTERNATIONAL JOURNAL OF FINANCIAL ECONOMICS (IJEFE) e-ISSN: 3063-3648
Vol. 2 No. 2 August 2025, page 547-563

THE EFFECT OF CAPITAL ADEQUACY RATIO AND NON-PERFORMING

LOANS ON LENDING, MODERATED BY INTEREST RATE

(An Empirical Study on Commercial Banks Listed on the Indonesia Stock Exchange
in 2018-2023)

Kadek Yoni Adristi’, | Nyoman Wijana Asmara Putra?
' Faculty of Economics and Business, Udayana University;
e-mail : adristiyoni@gmail.com
2 Faculty of Economics and Business, Udayana University
* Corresponding Author: Kadek Yoni Adristi

Abstract: This study aims to analyze the effect of the Capital Adequacy Ratio (CAR)
and Non-Performing Loans (NPL) on loan disbursement, with the interest rate as a
moderating variable. The study utilizes data from 29 commercial banks listed on the
Indonesia Stock Exchange (IDX) during the 2018-2023 period, with a total of 174
firm-year observations selected using purposive sampling. The analytical method
employed is Moderated Regression Analysis (MRA). The results indicate that CAR
has a significant negative effect on loan disbursement. Meanwhile, NPL does not
have a significant effect on loan disbursement. Furthermore, the interest rate
weakens the negative effect of CAR on loan disbursement, and it neither
strengthens nor weakens the effect of NPL on loan disbursement.
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INTRODUCTION

Indonesia is one of the developing countries actively pursuing national
development. This development aims to establish a just, prosperous, and equitable
society—both materially and spiritually—based on Pancasila and existing legal
frameworks. The implementation of national development requires substantial
financing; hence, support from third parties such as the banking sector is crucial as a
source of funding (Yudhistira & Sugiastuti, 2023). Banks serve as financial
institutions that play a strategic role in driving the economic growth of a nation,
including Indonesia. According to Law of the Republic of Indonesia No. 4 of 2023, a
bank is defined as a business entity that collects funds from the public in the form of
deposits and redistributes them in the form of credit or other forms to improve the
living standards of the general population.

Banks continuously strive to increase fund mobilization in order to enhance
their capacity to extend credit to those in need. This need is fulfilled through credit
distribution activities (Fadli & Nafany, 2022). Credit represents the transfer of funds
from parties with surplus funds to those in need. The word "credit" originates from
the Greek term credere, meaning "to trust." Thus, trust becomes the fundamental
basis of the relationship between fund owners and users (Abdullah & Wahjusaputri,
2018:112). Competition among banks to attract deposits is intense, prompting each
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bank to maximize its credit distribution. Banks typically impose administrative fees,
provisions, and commissions when issuing loans (Wisaputri & Ramantha, 2021). The
amount of credit disbursed by a bank may be greater or lesser than the funds it has
collected. Generally, around 80-90% of a bank’s managed funds are redistributed as
loans, which comprise 70-80% of the bank’s total assets (Parasthiwi & Budiasih,
2019).

In developing countries like Indonesia, bank credit plays a vital role in
supporting business activities that rely heavily on financial institutions. The greater
the funds distributed through lending, the higher the potential profit earned by
banks through interest income. Therefore, banks aim to optimize the utilization of
public deposits by redistributing them as credit (Kusumawati & Manda, 2021).

The COVID-19 pandemic significantly impacted various sectors, including
businesses and banking, leading to a decline in both credit distribution and credit
demand. The implementation of the Emergency Public Activity Restrictions (PPKM)
by the government further intensified the strain on bank lending. Under such
conditions, banks became more cautious in issuing credit due to increased
perceived risk, often reducing or even halting loan disbursements. Low industrial
production capacity, declining consumer spending, and underutilized manufacturing
sectors also contributed to weakened credit demand (Malimpo et al., 2023). This
phenomenon is exemplified by the decline in Bank BCA’s loan disbursements during
the pandemic. BCA’s Director, Jahja Setiaatmaja, reported that corporate loans
disbursed in September 2020 amounted to IDR 45 trillion, but repayments only
reached IDR 30 trillion. Similarly, mortgage loans, which typically amounted to IDR
2.5 trillion per month, dropped to IDR 1 trillion per month due to the pandemic
(Tempo.co).

Although lending generates substantial income, it also entails high risk due
to potential irregularities either from borrowers or internal bank operations
(Odanga et al., 2024). For instance, PT Bank Mandiri extended a non-performing
loan worth USD 450 million (approximately IDR 6.7 trillion) to Titan Energy. The
company ceased repayment and was officially designated as a non-performing
debtor, failing to fulfill its obligations to this day (Tempo.co, 2022). Such incidents
highlight the importance of rigorous credit risk analysis and the implementation of
sound risk management practices (Malimpo et al., 2023).

Credit distribution requires strong capital support to sustain bank operations
and maintain loan liquidity, especially given the inherent risks of lending. Capital
adequacy is essential in determining a bank's resilience to potential credit risks.
Therefore, banks are required to maintain sufficient capital levels to ensure business
continuity (Stefanus et al., 2023).

Bank Indonesia mandates a minimum Capital Adequacy Ratio (CAR) of 8%.
CAR reflects a bank's ability to manage credit risk that could potentially lead to
losses (Eko Sudarmanto, 2021). Banks maintaining a CAR of at least 8% are
considered capable of safeguarding their assets against risky exposures. The higher
the CAR, the stronger the bank’s capital position (Chen, 2024). Conversely, poor
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credit management and inadequate capital increase credit risk and the likelihood of
loss (Patiu & Eleazar, 2024). A high CAR also indicates a bank's enhanced capacity to
support lending activities (Sudaryanti et al., 2021).

Lending activities have both positive and negative implications for banks. On
the one hand, they can boost income from interest and expand banking operations.
On the other, they expose banks to credit risk, which may affect financial stability.
When loans become non-performing, the resulting credit risk can jeopardize the
bank’s business sustainability (Andrianto, 2019:183).

As financial intermediaries, banks play a vital role in channeling funds from
surplus units to deficit units, thereby facilitating financial transactions and economic
growth. In recent years, banks globally have faced significant challenges in
maintaining financial performance due to macroeconomic factors such as
fluctuating interest rates, rising non-performing loans (NPLs), and evolving
regulations (Husni & Randi, 2024). NPLs represent one of the main credit risks faced
by banks and serve as key indicators in evaluating a bank’s financial health. The NPL
ratio is calculated by dividing the total non-performing loans by total loans. A high
NPL ratio signifies increased credit risk (Eko Sudarmanto, 2021).

Bank Indonesia has set a maximum NPL threshold of 5%. Banks maintaining
NPLs below this level are more likely to increase profitability, as they require fewer
reserves to cover potential losses. Failure to manage credit risk effectively can lead
to other operational risks. High NPL ratios reduce a bank's lending capacity and
reflect elevated risks in credit distribution (Mesrawati et al., 2020).

The Financial Services Authority (OJK) noted that the COVID-19 pandemic
could raise NPLs to 16%. In response, OJK initiated loan restructuring programs,
including interest rate reductions, extended loan terms, additional credit facilities,
and other measures. Based on bank reports submitted to OJK, total restructured
loans reached IDR 932.6 trillion across 7.53 million borrowers (Nida, 2020). This
situation caused reduced income for several business sectors, making it difficult for
individuals and businesses to meet their loan obligations, leading to arise in NPLs.

Several studies have examined the impact of Capital Adequacy Ratio and
Non-Performing Loans on lending, yielding mixed results. For example, studies by
Amsiah et al. (2022), Alfaini & Amin (2023), and Simatupang (2023) concluded that
CAR significantly influences lending. Higher CAR values reflect stronger bank
capacity in risk mitigation and loan disbursement. Conversely, studies by Wijaya et
al. (2023), Stefanus et al. (2023), and Syahwildan & Parulian (2022) found no
significant relationship between CAR and credit distribution. Additionally, Ulfatus
Solicha (2019) reported that while CAR affects lending, the influence is statistically
insignificant.

Research on the effect of NPL on lending has also shown varying results.
Simatupang (2023) and Kartini (2023) found a positive relationship, while Wiriya et
al. (2023) and Syahwildan & Parulian (2022) reported a negative influence of NPL on
credit distribution.
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Apart from internal factors such as CAR and NPL, lending in Indonesia is also
influenced by banks' benchmark interest rate policies. Lower interest rates tend to
boost credit demand (Malimpo et al., 2023). In contrast, Yudhistira & Sugiastuti
(2023) noted that higher interest rates encourage savers to deposit more, thereby
strengthening bank capital. A CAR above the minimum threshold increases a bank’s
capacity to extend credit (Malimpo et al., 2023).

Based on the background described above, this study aims to re-examine the
"Effect of Capital Adequacy Ratio and Non-Performing Loans on Lending,
Moderated by Interest Rate." This research replicates the study by Ismawanto et al.
(2020) with the addition of a moderating variable, namely interest rate, and utilizes
the most recent data from commercial banks listed on the Indonesia Stock
Exchange during the 2018-2023 period.

METHOD

This study employs a quantitative approach using an associative method to
analyze the relationships among variables. The purpose of this approach is to
examine the influence of Capital Adequacy Ratio (CAR) and Non-Performing Loans
(NPL) on credit distribution, with the interest rate serving as a moderating variable.
The object of the study consists of all commercial banks listed on the Indonesia
Stock Exchange (IDX) during the 2018-2023 period. The selection of publicly listed
banks aims to ensure that the data obtained are accurate, transparent, and
accountable.

The research utilizes secondary data derived from annual financial
statements and the Indonesian Banking Statistics (SPI), accessible through the
official websites of the IDX and each respective bank (Sugiyono, 2019).

The population in this study includes all commercial banks listed on the IDX
from 2018 to 2023. A purposive sampling technique was applied based on specific
criteria, such as banks that did not undergo mergers or acquisitions and consistently
reported CAR, NPL, and interest rate data during the observation period. Out of 47
listed banks, only 29 met the selection criteria, resulting in a total of 174
observational data points. The variables in this study consist of credit distribution as
the dependent variable, CAR and NPL as independent variables, and the interest
rate as a moderating variable that may strengthen or weaken the relationship
between the independent and dependent variables (Keneni, 2024; Kusumawati et
al., 2021).

The analytical technique used is Moderated Regression Analysis (MRA),
beginning with descriptive statistics to provide an overview of the data. This is
followed by classical assumption tests, including normality, multicollinearity, and
heteroscedasticity tests, to ensure the validity of the regression model. Hypothesis
testing is conducted using the coefficient of determination (R?), F-test for model fit,
and t-test for partial significance of individual variables. The MRA model is employed
to test the interaction effect of CAR and NPL on credit distribution with the interest
rate as a moderating variable, formulated through a multiple regression equation
(Ghozali, 2018).
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RESULTS AND DISCUSSION
General Overview of the Research Location or Scope

This study was conducted on commercial banks listed on the Indonesia Stock
Exchange (IDX) during the 2018-2023 period. According to the Law of the Republic
of Indonesia Number 4 of 2023 concerning the Development and Strengthening of
the Financial Sector (PPSK Law), the Indonesia Stock Exchange is an institution that
organizes and provides facilities to connect parties wishing to sell and purchase
shares of publicly listed companies, as well as other tradable securities. This aligns
with the main objective of the capital market, which is to build an orderly, fair,
efficient, and transparent infrastructure for all stakeholders through innovative
products and services (IDX, 2024).

The Indonesia Stock Exchange (IDX) officially implemented the IDX Industrial
Classification (IDX-IC) system on January 25, 2021. Under this system, the IDX
classifies listed companies into 12 sectors based on comprehensive evaluation and
assessment. These sectors include energy, basic materials, industrials, consumer
non-cyclicals, consumer cyclicals, healthcare, financials, properties and real estate,
technology, infrastructure, transportation and logistics, and listed investment
products. This study uses the financial sector as the basis for determining the
research population and sample, utilizing audited annual financial statements from
companies within that sector.

The financial sector is one of the major groups of companies that actively
contribute to the capital market due to its critical role in supporting the real sector
of the national economy. On the IDX, the financial sector is divided into five
subsectors: banking, financing institutions, securities companies, insurance
companies, and other financial institutions. The banking subsector is one of the
most favored by investors because it offers attractive returns. Banks are widely
known for their role as financial intermediaries that collect funds from the public in
the form of demand deposits, savings, and time deposits, and subsequently channel
these funds back to the public in the form of credit.

Sample selection for this study was conducted using a purposive sampling
method based on predetermined criteria, resulting in a final sample of 29
commercial banks listed on the IDX during the 2018-2023 period, with a total of 174
firm-year observations. The list of research samples is presented in Appendix 1.

Descriptive Statistics

Descriptive statistics serve as the initial stage of data analysis by providing a
preliminary overview of each research variable. According to Sugiyono (2019),
descriptive statistical analysis is used to analyze data by describing the collected
data and drawing conclusions that offer an overview of the dataset, which can be
observed from minimum, maximum, mean, and standard deviation values for each
variable. The descriptive statistics for this study are shown in Table 4.1.
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Table 1. Descriptive Statistics Analysis
N Minimum Maximum Mean Std. Deviation

CAR Ratio (%) 174 10,80 106,10 30,14 16,91
NPL Ratio (%) 174 0,00 15,75 2,97 1,92
Loan Disbursement (in billion IDR) 174 1.276 1.197.753 133.387 254.883
Interest Rate (%) 174 7,25 25,99 1,50 2,82
Valid N (listwise) 174

Based on Table 1, the descriptive statistics for each variable can be explained as
follows:
1. Capital Adequacy Ratio (CAR)

The minimum CAR value was recorded by the company with stock
code MAYA (PT Bank Mayapada Internasional Tbk) in 2023 at 10.80%, while
the maximum CAR value was recorded by BGTG (PT Bank Ganesha Tbk) in
2022 at 106.10%. The CAR variable had a mean value of 30.14% and a standard
deviation of 16.91%.

2. Non-Performing Loan (NPL)

The minimum NPL value was recorded by BACA (Bank Capital
Indonesia Tbk) in 2020 at 0.00%, while the maximum was recorded by BBTN
(PT Bank Tabungan Negara Tbk) in 2018 at 15.75%. The NPL variable had a
mean of 2.97% and a standard deviation of 1.92%.

3. Loan Disbursement

The minimum loan disbursement was recorded by BBHI (PT Allo Bank
Indonesia Tbk) in 2020 at IDR 1,276 billion, while the maximum was recorded
by BBRI (PT Bank Rakyat Indonesia Tbk) in 2023 at IDR 1,197,753 billion. The
average loan disbursement was IDR 133,387 billion with a standard deviation
of IDR 254,883 billion.

4. Interest Rate

The minimum interest rate was recorded by NISP (PT Bank OCBC NISP
Tbk) in 2023 at 7.25%, while the maximum was recorded by BBYB (PT Bank
Neo Commerce Tbk) in 2023 at 25.99%. The average interest rate was 11.50%
with a standard deviation of 2.82%.
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Classical Assumption Test

1)

Normality Test

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

Unstandardized
Residual

N

Normal Mean

Parametersa,b Std.
Deviation

Most  Extreme Absolute

Differences Positive
Negative

Test Statistics
Asymp. Sig. (2-tailed)

174
0,000

1,513

0,046
0,046
-0,042
0,046
0,200%

a. Test distribution is Normal.
b. Calculated from data.

c. Lilliefors Significance Correction.

d. This is a lower bound of the true significance.

Based on table 2, it can be seen that the Asymp. Sig. (2-tailed) value is
0.200. These results indicate that the regression equation model is normally
distributed because the Asymp. Sig. (2-tailed) value of 0.200 is greater than

the alpha value of 0.05.
Multicollinearity Test

Table 3. Multicollinearity Test Results

Coefficients?

Collinearity
Statistics
Toler
Model ance VIF
1 CAR ratio (%) 0,983 1,018
NPL Ratio (%) 0,993 1,007
Interest Rate (%) 0,977 1,024

Based on table 3, the tolerance value of all variables is above 0.10 and
all values of the research variables have VIF values below 10. This means that
there is no correlation between the independent variables in the study or the
regression model is free from multicollinearity symptoms.
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3) Heteroscedasticity Test
Table 4. Heteroscedasticity Test Results
Model Summary

R
Squar Adjusted Std. Error of the
Model R e R Square Estimate
1 0,269 0,072 0,021 2,81014

Table 5. Results of Heteroscedasticity Test

ANOVA?®
Sum  of Mean
Model Squares Df Square F Sig.
1 Regression 100,838 9 11,204 1,419 0,184°
Residual 1295,085 164 7,897
Total 1395,923 173

“Based on tables 4 and 5, the following is an explanation of the decision making for
the White test:
Chi Square count < Chi Square table, then there are no symptoms of
heteroscedasticity.
Chi Square calculation > Chi Square table then there are symptoms of
heteroscedasticity
Chi Square calculation: N*R Square = 174*0.072 = 12.528
Chi Square table (df =9, a = 0.05) =16.919
Based on the results above, the calculated chi square value = 12.528 <
16.919 which can be concluded that there are no symptoms of
heteroscedasticity.

Moderated Regression Analysis(MRA)
Table 6. Results of Moderation Regression Analysis Test
Coefficientsa
Unstandardized  Standardized

Coefficients Coefficients

Model B Std. Error Beta T Sig.
1 (Constant) 30,869 1,513 20,405 0,00
0
CAR ratio (%) -0,116 0,027 1,012 -4,329 0,00
0
NPL Ratio (%) -0,227 0,297 -0,237 -0,763 0,447
Interest Rate (%) -0,436 0,128 -0,670 -3,396 0,001
CAR*SUKU .006 .002 .814 2,806 .006
NPL*SUKU .007 .022 13 332 .741

Based on table 6, the regression equation can be seen as follows.
Y =30,869 - 0.116X1- 0.227X2 - 0.436Z + 0.006X1Z + 0.007X2Z
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Based on the regression model formed, the results can be interpreted as follows.
1) Constant Value
The constant value (a) of 30.869 indicates that if the CAR (X1), NPL

(X2), interest rate (Z), and interaction between CAR and interest rate (X12),

and interaction between NPL and interest rate (X2Z) variables are equal to

zero, then the credit distribution variable (Y) has a value of 30.869.

2) Capital Adequacy Ratio
The CAR regression coefficient value of -0.116 indicates that every 1
unit increase in CAR will decrease credit distribution by 0.116 units, assuming
other variables are constant.
3) Non Performing Loan
The NPL regression coefficient value of -0.227 indicates that every 1
unit increase in NPL will decrease credit distribution by 0.227 units, assuming
other variables are constant.
4) Interest Rate Level
The value of the interest rate regression coefficient of -0.436
indicates that every 1 unit increase in the interest rate will reduce credit
distribution by 0.436 units, assuming other variables are constant.
5) Interaction between Capital Adequacy Ratio and Interest Rate Level
The interaction coefficient value between CAR and interest rates of

0.006 indicates that every 1 unit increase in this interaction will increase

credit distribution by 0.006 units, assuming other variables remain constant.
6) Interaction between Non Performing Loans and Interest Rates

The regression coefficient value of the interaction between NPL and
interest rates of 0.007 indicates that if the interaction between NPL and
interest rates increases by 1 unit, the credit distribution value (Y) will increase
by 0.007 assuming other variables are constant.

After conducting data analysis using the Moderated Regression Analysis
(MRA) technique through SPSS, the results of the determination coefficient (R2),
model feasibility test (F test), and hypothesis test (t test) were obtained.

1) Coefficient of Determination (R2)
Table 7. Results of the Determination Coefficient Test
Model Summary®
Adjusted R
Model R R Square Square Std. Error of the Estimate

1 0,565° 0,319 0,299 1,53522

Based on table 7, the magnitude of the influence of the independent
variables on the dependent variables indicated by the total determination
value (Adjusted R Square) of 0.299 means that 29.9% of the variation in
credit distribution (Y) is influenced by the Capital Adequacy Ratio (X1), Non
Performing Loan (X2), interest rate (Z) and the interaction variable between
the Capital Adequacy Ratio and interest rate (X1Z), and the interaction
between Non Performing Loan and interest rate (X2Z), while the remaining
70.1% is explained by other factors not included in the model.
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2)

3)

Model Feasibility Test (F Test)
Table 8. Results of Model Feasibility Test (F Test)

ANOVA
Sum of
Model Squares Df Mean Square F Sig.
1 Regression 185,848 5 37,170 15,771 0,000P
Residual 395,957 168 2,357
Total 581,805 173

Based on table 8, the results of the F test show that the calculated F
value is 15.771 with a significance of P value 0.000 which is smaller than a =
0.005. This indicates that the model used in this study is feasible. These
results provide meaning that the variables CAR (X1), NPL (X2), interest rates
() and the interaction between CAR, NPL and interest rates simultaneously
affect credit distribution (Y).

Hypothesis Test (t-Test)

The test criteria to explain the interpretation of the influence
between each variable is if the significance value is less than or equal to 0.05
then Ho is rejected and H1is accepted. Conversely, if the significance value is
greater than 0.05 then Ho is accepted and H1 is rejected. The explanation for
the influence between variables in this study is explained as follows.

The Influence of CAR on Credit Distribution
Ho: CAR has no effect on credit distribution
H1: CAR has an influence on credit distribution

Based on the results of the moderation regression analysis, it was
obtained that the CAR variable has a significant effect on credit distribution
(significance value 0.000 < 0.05). However, the regression coefficient value
of -0.116 indicates a negative direction of influence. Because the initial
hypothesis states that CAR has a positive effect on credit distribution, then
The hypothesis is not supported by the analysis results, so Ho is accepted
and H1is rejected.
The Impact of NPL on Credit Distribution
Ho: NPL has no effect on credit distribution
H2: NPL has an influence on credit distribution

Based on the results of the moderation regression analysis, the effect
of NPL on credit distribution, the regression coefficient value is -0.227 with a
negative t-value of 0.763 and a significance value of 0.447> 0.05 indicating
that Ho is accepted and H2 is rejected. This result means that NPL has no
effect on credit distribution.
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The Role of Interest Rate Levels in Moderating the Effect of CAR on Credit
Distribution

Ho: The interest rate level is unable to moderate the influence of CAR on
credit distribution.

H3: The interest rate level is able to moderate the influence of CAR on credit
distribution.

Based on the results of the moderation regression analysis, it was
obtained that the interaction variable between CAR and the interest rate has
a significance value of 0.006 <0.05, and the significance value of the interest
rate moderation variable itself is 0.001 <0.05. This shows that both variables
are significant, so Ho is rejected and H3 is accepted. The CAR regression
coefficient shows a significant negative effect on credit distribution, while
the interaction between CAR and the interest rate shows a significant
positive effect. This means that the direction of the influence of CAR and the
CAR x interest rate interaction is not in the same direction, which shows that
the interest rate acts as a quasi moderator variable. In other words, the
interest rate weakens the negative effect of CAR on credit distribution.

The Role of Interest Rate Levels in Moderating the Effect of NPLs on Credit
Distribution

Ho: The interest rate level is unable to moderate the influence of NPL on
credit distribution.

H4: The interest rate level is able to moderate the influence of NPL on credit
distribution.

Based on the results of the moderation regression analysis, the
interest rate variable has a significance value of 0.001 <0.05, which indicates
that interest rates have a direct effect on credit distribution. However, the
significance value of the interaction between NPL and interest rates is 0.741>
0.05, which means it is not significant. It can be concluded that the interest
rate does not moderate the effect of NPL on credit distribution, but rather
acts as an independent variable (predictor), so that Ho is accepted and H4 is
rejected.

Discussion of Research Findings
Effect of Capital Adequacy Ratio on Credit Distribution

Based on the hypothesis testing results, the significance value is 0.000 < 0.05
with a regression coefficient of -0.116. This indicates that CAR has a statistically
significant effect on credit distribution, but the direction of the relationship is
negative. Consequently, H1 is rejected, as it contradicts the initial hypothesis, which
assumed a positive effect. The negative direction implies that higher CAR tends to
reduce credit distribution. This suggests that even when banks have a strong capital
base, they may not necessarily increase lending aggressively. Instead, they may
adopt a more cautious approach to safeguard asset quality and minimize risks,
particularly during periods of economic uncertainty.

From the perspective of financial intermediation theory, these results are
not fully aligned. According to the theory, banks, as financial intermediaries, are

557



expected to utilize their capital to optimally extend credit. However, this study
reveals that high capital adequacy does not always lead to increased lending,
possibly due to heightened prudence, strict risk management policies, or
uncertainties in credit demand. These findings are consistent with Komaria &
Diansyah (2019), who argued that CAR negatively affects credit distribution as many
banks have not effectively utilized their capital to support intermediation functions.
This highlights the importance of enhancing credit assessment systems, particularly
in evaluating borrowers' repayment capacities, so that capital adequacy can be
translated into productive lending.

Effect of Non-Performing Loans on Credit Distribution

The test results show a significance value of 0.447 > 0.05 with a regression
coefficient of -0.227. This means that H2 is rejected, indicating that NPL does not
have a significant effect on credit distribution. Although the negative coefficient
suggests that higher NPL levels tend to reduce credit distribution, the relationship is
not statistically significant.

This phenomenon may be attributed to the relatively stable NPL levels
across banks in the sample, resulting in no substantial differences in lending
behavior. It may also indicate that banks have implemented effective credit risk
management practices, allowing them to lend prudently despite fluctuations in NPL.
From the standpoint of intermediation theory, this result is somewhat inconsistent,
as the theory posits that asset quality, including NPL levels, should impact a bank’s
ability to intermediate. However, in this study, NPL did not prove to be a significant
constraint, likely due to effective risk mitigation strategies.

These findings are consistent with previous research conducted by
Ismawanto et al. (2020), Sari et al. (2021), and I. Nasedum et al. (2020), which also
found that NPL does not significantly affect credit distribution. This reinforces the
notion that the magnitude of NPL may not always be a dominant barrier to the
intermediation function of banks.

The Moderating Effect of Interest Rate on the Relationship Between Capital
Adequacy Ratio and Credit Distribution

The test results reveal a significance value of 0.006 < 0.05 for the interaction
between CAR and interest rate, indicating that H3 is accepted. This suggests that
the interest rate significantly moderates the relationship between CAR and credit
distribution. The interaction term CAR x interest rate has a positive coefficient,
while the CAR coefficient is negative. As the directions of the coefficients differ, this
relationship is classified as a quasi moderation—meaning the interest rate not only
moderates the relationship but also has a direct effect on the dependent variable
(credit distribution).

The positive interaction implies that higher interest rates weaken the
negative impact of CAR on credit distribution. In other words, when interest rates
rise, the negative effect of CAR on credit becomes less pronounced. In such
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circumstances, even though banks may have a high CAR indicating ample capital to
support credit expansion public demand for credit may decline due to the burden of
higher borrowing costs. As a result, the influence of CAR on credit distribution is
limited.

This finding is consistent with financial intermediation theory, which
underscores the need for a balance between prudence in maintaining capital
adequacy and proactive lending. The theory also acknowledges that external
factors such as interest rates can influence a bank’s intermediation function.
Accordingly, this study demonstrates that while banks may be internally prepared
to lend, external macroeconomic conditions—such as high interest rates—can act
as constraints. These results align with Nurjanah & Arida (2021), who found that
even when CAR increases, higher interest rates lead to reduced credit demand as
potential borrowers defer or avoid loans.

The Moderating Effect of Interest Rate on the Relationship Between Non-
Performing Loans and Credit Distribution

The test results show a significance value of 0.741 > 0.05 for the interaction
between NPL and interest rate, which leads to the rejection of H4. This means that
the interest rate does not significantly moderate the relationship between NPL and
credit distribution. Furthermore, NPL itself does not have a significant direct effect
on credit distribution, despite the negative coefficient. Thus, interest rate in this
context functions only as an independent variable and not as a moderator, as it
neither strengthens nor weakens the influence of NPL on credit distribution.

This suggests that the credit risk perception reflected in NPL does not have a
substantial impact on banks’ lending decisions, and interest rate fluctuations are
not strong enough to alter this relationship. One possible explanation is that banks
have developed effective risk management systems and credit policies, allowing
them to lend responsibly regardless of variations in NPL or interest rates.

This result diverges from the financial intermediation theory, which posits
that asset quality, such as NPL, should influence a bank's ability to lend, and that
macroeconomic variables like interest rates should also play a role. Nevertheless,
the findings support the results of Sucipto & Firdausy (2021), who stated that
interest rates do not significantly affect the relationship between NPL and credit
distribution, as internal bank factors are more influential in managing risk and
making lending decisions.

CONCLUSION

1. The Capital Adequacy Ratio (CAR) has a significant negative effect on loan
disbursement. This indicates that the higher the CAR, the more cautious
banks tend to be in distributing loans. It suggests that a high capital
adequacy does not necessarily encourage credit expansion if it is not
supported by an appropriate strategy.
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2. The Non-Performing Loan (NPL) has no significant effect on loan
disbursement. This implies that although NPL reflects the credit risk borne by
banks, in this study, the magnitude of NPL has not been sufficient to
significantly influence bank credit policies.

3. The interest rate weakens the negative effect of CAR on loan disbursement.
The type of moderation observed is quasi-moderation, as interest rates have
a direct influence on credit and also mitigate the effect of CAR. When
interest rates are high, the impact of CAR on loan disbursement becomes
weaker.

4. The interest rate does not strengthen or weaken the effect of NPL on loan
disbursement. This shows that interest rate fluctuations are not strong
enough to affect the relationship between credit risk (NPL) and loan
disbursement. Banks remain focused on prudential principles regardless of
interest rate conditions.
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