TABLE OF CONTENT

BACHELOR THESIS APPROVAL ....cioniiniinninnsnississsnicssssssssssssssssssssssssssossses i
THESIS COMPLETION APPROVAL .....cccnninnuiisuinnnicssamssascsssssassssssssasosssssssss ii
STATEMENT OF ORIGINALITY ..ccoccieeicsseicssusssniossssssssessesssssossssssassssssssssssass iii
MOTTO AND DEDICATION......cccoeuiieiissuncssnsssaicssecssnsossssssssssssssnsossssssssssssssses iv
ABSTIAK . 5........ SR T00 " . A, ... 5. ... W .............. v
ABSTRACT............. 3 TN N . b ... W vi
ACKNOWLEDGMENT ...ccoouciivuiinninsnicsssessssssssssssssssssssasosssssssssssssssssssssssssssssssss vii
FABLEGE LISELS, 7. ... 0. ¥ T A . xiii
TABLE OF FIGURE xiv
TABLE OF APPENDIX .......ucciviinninensicssicsssncssssssssssssssssssssssssssssssssssssssssssasossssse XV
CHAPTER I INTRODUCTION...ccconiineicssncsaecssassssassnsossasssssossssssassssssssasssssssssse 1
1.1 Research Background...............coouvieiiiiiiiieeieceeeite e 1

A 2 Problem S{RUGETCNY S . S S 15
B Rescarch PUGESCEET..... A .. N A . .................»W. ... 16
1.4 Benefit of The Research..........cccoiiiiiiiiniieeiiie e 17
M. 1 TheoreticaEEEOCRTEA W AN B0 A B SN ..................... J0............ 17
1.4.2 Practical Benefits ......ccceeeeiiieiiiieiiieeeeceeeeeeeeee e 17

1.4.3 Social BENETILS ...cccviiieiiieeiieecieeee et se e e e 17

1.5 Writhille Struchiucll .. 4.0 .0n. . A AR ag....... . ...cooneenneee. 18
CHAPTER II LITERATURE REVIEW. .....coiiniinnuinnnissnnessnsssasessssssssossasssasess 19
2.1 Literature Review and Previous Studi€s .......ccceecvveeeiieeciieeniieeiie e, 19
2.1.1 Portfolio Theory in Banking ............ccoecivviiiiiiiniiiiiiiieeieeieeee 19
2.1.2 Diversification in Banking ...........cccceeeeiieiiveeeeceensieencieescieeseeeeneeenns 24

2. 198 BaniSuiog (eiiiis”......... S, . .. 27
2.1.4 ROA (Return 0n ASSELS) ...uveeieeeiiiieeeiiieeeeiiee et 29
2.1.5 CAR (Capital Adequacy Ratio) ........cccceeeeiiiieiieeiieeiee e 29
2.1.6 BOPO (Operating Expenses to Operating Revenue) ..........ccccceeeeneennne 31
2.1.7 BANK SIZE ..ottt e e 31

2.2 Previous STUAIES ....cccouvieiiiieeiieeeiie et estee et et sae e treesseeeeraeesaaeesnnee s 32



2.3 Relationship between Variables...........ccoocveeiieiiiiiiieniieieeieeeeeeeie e 41

2.3.1 The Relationship Between Income Diversification Against ROA ...... 41
2.3.2 The Relationship Between Asset Diversification Against ROA ......... 41
2.3.3 Capital Adequacy Ratio as Control Variable on ROA......................... 42
2.3.4 Operating Expenses to Operating Revenue as Control Variable on ROA
....................................................................................................................... 43
2.3.5 Bank Size as Control Variable on ROA ..o 43
2.4 Research Framework.........cccooiiiiiiiiiinniiiiiii it 44
2.5 HiOthesTuifiy....... AN, T B, ... . ... ................ 44
CHAPTER III RESEARCH METHODOLOGY ........cccecessuisuienrcsnssaecsaccnessae 46
3.1 Research Variables and Operational Definitions of Variables ................... 46
3.18mReStarciA 2k SEN ... L. RE..... U SN VA . e W 46
3.1.2 Operational Definition of Research ...........ccccoviieiiiiiiiiiinniecn, 55
3.2 Population and Sample............ccoueiiiiiiiiiieiieeee e ecieie st srne e 58
3.2.1 PopyligliCiign ............. J8% ... W _d ... 0. 58
3.2.2 SampiSH. S (TR L ... 7 ... N..... 60
3.3 Data Types and SOUICES .....cccuviiiireeriiieeriiieniieesteeesteeeereeetreeeeeeessneesseens 62
3.4 Method of Collecting Data...........cceeeueiiiiiieeiieeeciie e 62
90 Analysis MEBAWE....... N S .S 62
3.5.1 Descriptive Statistical ANALYSIS ...cc..cevvieeiviieeriieeiiieeiee e 62
3.5.2 Multiple Regression ANAlYSIS ......c.ceccvveeervueeeieieeeiieeeiieeeieessreeeevee e 63
3.5.3 Classical AsSumption TSt ........cccceerirriieriieiiieiieeiieie et e 64
3.5.4 Linear Regression Model Test........ccccvveiiiieiiiieiiieeiiecriee e 70
CHAPTER IV RESEARCH FINDINGS AND DISCUSSION......ccccceeueeueenne 73
4.1 Description of Research ObJect .........occviviiiiiiiiiiiiiieieesie e 73
4.2 Data ANALYSIS ......ccceieiiiiieiiiesensnasssssssssssiensnnasesseeensseessseessseesseessssssessssessnses 76
4.2.1 Descriptive Statistical ANalYSIS .....cceeevevveerieeeiiieeieeeieeeeeeeee e 76
4.2.2 Classic ASSUMPLION TESE........ecuieriieiieeriieitieieeie e esteesieeseeeseeeeieens 79
4.2.3 Multiple Regression Coefficient Analysis ............cccceeeeviiiecieeecieeenen. 85
4.3 Result INterpretation.........cveeecueeeeiiieeeiieeeiie et s 91
4.3.1 Effect of Income Diversification on ROA ..........ccccooviiiiiiiniiniincnne 91
4.3.2 Effect of Asset Diversification on ROA .........ccccoeeieiveieeecieeeieeee, 92
4.3.3 Effect of Capital Adequacy Ratio as Variable Control........................ 93
4.3.4 Effect of Operating Expenses to Operating Revenue as Variable Control
....................................................................................................................... 93

x1



4.3.5 Effect of Bank Size as Variable Control...........cccccovvveiiiiiiiiiiiiin. 94

CHAPTER V CONCLUSION .95
5.1 CONCIUSION ..evviiiiiiiiiiie ettt ettt e st e e sae e e raeesaeeesaeeessaeessseeessseeenns 95
5.2 Limitation of ReSearch.........ccccvioiiiiiiiiieeieeieeeeeee e 98
5.3 Suggestion....... ... #8.......... 0% .. TR ..., 98
5.3.1 For Academics and Future Research .............ccccoeuveeviiieniiiiniie e, 98
5.3.2 For Banking Management..............ccverererieenieeenieesineeeeeneeenieesneeneeenns 99
REFEREMIFES ... 50.......... S ..........0codff o oo Qe ornessonsonnes 100

APPENDIX .....ccoceeverennees » W W S e T R 109

xii



