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 This study aims to analyze the effect of the Capital Adequacy 

Ratio (CAR) and Non Performing Loans (NPL) on stock returns, with 

Return on Assets (ROA) as a moderating variable in banking 

companies listed on the Indonesia Stock Exchange. This study uses a 

quantitative approach with regression analysis and Moderated 

Regression Analysis (MRA). The data used are secondary data in the 

form of annual financial reports for the 2022–2024 period, processed 

using statistical software. Tests were conducted using partial tests (t-

tests), simultaneous tests (F-tests), and the coefficient of determination 

(R²) to determine the model's ability to explain the dependent variable. 

The results show that CAR has no effect on stock returns, while NPL 

has a negative effect on stock returns. In the moderation test, ROA was 

able to strengthen the effect of CAR on stock returns, but failed to 

moderate the effect of NPL on stock returns. These findings indicate 

that investors are more concerned with a bank's ability to generate 

profits and manage capital efficiently than solely considering capital 

adequacy or credit risk separately. Thus, the combination of capital 

strength and profitability is an important factor in increasing investor 

confidence in the capital market. 
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INTRODUCTION  

The banking sector plays a strategic role in a country's economy, primarily as an intermediary 

institution that channels funds from those with surplus funds to those in need. In Indonesia, the 

development of the banking sector listed on the Indonesia Stock Exchange (IDX) showed significant 

dynamics, particularly in the 2022-2024 period, marked by economic recovery and increased 

investment activity in the capital market. This is reflected in the stable and increasing growth of the 

Jakarta Composite Index (JCI), with the JCI hovering around 6.800 in 2022 and approaching 7.300 in 

2024 (Bursa Efek Indonesia, 2024).  

 

https://creativecommons.org/licenses/by-nc/4.0/
https://creativecommons.org/licenses/by-nc/4.0/
https://creativecommons.org/licenses/by-nc/4.0/


437 
 

JIBEMA: Jurnal Ilmu Bisnis, Ekonomi, Manajemen, dan Akuntansi 

Volume 3, No. 4, April 2026, p. 436-449 

 

Website: http://jibema.murisedu.id/index.php/JIBEMA Copyright ©2026, JIBEMA 

Licensed under  a Creative Commons Attribution-NonCommercial 4.0 International 
License 

These conditions encourage investors to be more selective in selecting stocks, particularly in the 

banking sector, known for its relative stability. Stock returns are a key indicator in assessing investment 

success. However, banking stock returns in Indonesia during the 2022-2024 period showed fluctuations. 

For example, several large banks, such as Bank Central Asia Tbk and Bank Rakyat Indonesia Tbk, 

experienced significant share price increases post pandemic, while several other banks experienced 

more volatile movements due to internal and external pressures (Bank Central Asia Tbk, 2024; Bank 

Rakyat Indonesia Tbk, 2024).  

From a fundamental perspective, banking financial ratios also show interesting dynamics. 

According to data from the Financial Services Authority (OJK), the average Capital Adequacy Ratio 

(CAR) of Indonesian banks remained at a relatively high level, above 20% throughout the 2022-2024 

period, well above the minimum requirement of 8% (Otoritas Jasa Keuangan, 2024). This indicates that 

banks generally have strong capitalization. However, high CARs do not always translate into consistent 

increases in stock returns. 

Meanwhile, the Non Performing Loan (NPL) ratio Banking Performing Loan (NPL) have 

improved post pandemic. Data shows that the gross NPL rate in banks was around 3.06% in 2022, 

decreased to around 2.5% in 2023, and continued to improve to approach 2.2% in 2024 (Otoritas Jasa 

Keuangan, 2024). This decline in NPL reflects improvements in bank credit quality. However, the 

market does not always respond directly to NPL declines through increased stock returns. 

On the other hand, Return on Assets (ROA), as a profitability indicator, also shows an upward 

trend. The average ROA for Indonesian banks was around 2.5% in 2022, increasing to around 2.8% in 

2023, and approaching 3% in 2024 (Otoritas Jasa Keuangan, 2024). This increase indicates that banks 

are increasingly efficient at generating profits from their assets. Large banks like Bank Mandiri Tbk 

even recorded ROA above the industry average (Bank Mandiri Tbk, 2024). To clarify this phenomenon, 

the following graph presents trends in CAR, NPL, and ROA in Indonesian banking for the 2022-2024 

period: 

 
Figure 1. Trends in CAR, NPL, and ROA of Indonesian Banking 

Source: Data processed from Financial Services Authority publications (2022-2024) 
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The graph shows a consistent increase in CAR, a decrease in NPL, and an upward trend in ROA. 

This indicates that the overall health and profitability of Indonesian banking is improving. However, 

improvements in these fundamental indicators are not always accompanied by a linear increase in stock 

returns. 

This phenomenon indicates a research gap, where there is a mismatch between a company's 

financial performance and market response. This suggests that other factors influence the relationship 

between financial ratios and stock returns. Investors consider not only a bank's soundness but also its 

ability to generate profit. 

The novelty of this study lies in the placement of Return on Assets (ROA) as a moderating 

variable in the relationship between Capital Adequacy Ratio (CAR) and Non-Performing Loans (NPL) 

on stock returns in banking companies listed on the Indonesia Stock Exchange for the period 2022-

2024. Unlike previous studies that generally place ROA as an independent or mediating variable (Sari 

& Putra  (2021) dan Hidayat (2022), this study examines the role of ROA in strengthening or weakening 

the influence of bank health ratios on market response. 

Furthermore, several previous studies have shown inconsistent results, such as that conducted by 

Widyastuti (2020), which found that CAR had a positive and significant effect on stock returns, while 

NPL had a significant negative effect. However, a different finding was found by Sari and Putra (2021), 

who found that CAR had no significant effect on stock returns, while NPL had no strong influence on 

investor decisions. Furthermore, a study by Hidayat (2022) found that ROA had a significant effect on 

stock returns, necessitating further testing using a different approach. 

To explain the relationship between these variables, this study uses Signaling theory, which 

explains that companies will provide signals to external parties through published financial information 

(Michael Spence, 1973). According to Eugene F. Brigham dan Joel F. Houston Spence (2011), investors 

use this information to assess a company's prospects and determine investment decisions. Aswath 

Damodaran (2020) states that the better the information provided by a company, the more positive the 

investor response will be towards the company.  

In this study, CAR, NPL, and ROA are seen as signals that can influence investor perception. 

CAR is a ratio that describes a bank's ability to provide capital to cover risks arising from its operational 

activities. A high CAR indicates that the bank has a good ability to maintain financial stability and face 

potential losses. NPL indicates the amount of non performing loans held by the bank. The higher the 

NPL, the greater the risk faced by the bank due to the high possibility of uncollectible loans. Banks with 

high CAR and high ROA levels tend to receive a more positive response from investors than banks with 

high CAR but low ROA. Conversely, the negative impact of NPLs on stock returns is expected to be 
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weaker if the company is still able to generate high profits (Anggraini, 2022; Kasmir, 2018; Aswath 

Damodaran, 2020;  Frederic S. Mishkin, 2018).  

RESEARCH METHODS 

Using all National Private Commercial Banks listed on the Indonesia Stock Exchange for the 

2022-2024 period as the population, this study employed a purposive sampling strategy. Sample 

selection was based on specific parameters to ensure that the information presented was highly 

representative of the reality of the relevant operational entities (Sugiyono, 2020).  

Financial statements and annual reports published by each company and the stock exchange 

authority serve as the primary secondary data sources in this study. The dependent variable tested is 

stock returns, proxied by the annual stock price difference. This instrument is used because its 

movements directly reflect the profitability performance received by investors from their banking 

assets. 

This study uses two main independent variables, the Capital Adequacy Ratio (CAR) and Non 

Performing Loans (NPL). CAR serves as an indicator of the effectiveness of bank capital in mitigating 

risks from productive assets, a higher ratio reflects a bank's stronger financial resilience to potential 

losses. Conversely, NPL plays a role in monitoring credit quality. A high NPL indicates the magnitude 

of the credit risk borne, which in turn can negatively impact a company's profitability (Widyastuti, 

2020). 

In addition, this study uses Return on Assets (ROA) as a moderating variable (Hidayat, 2022). 

The use of the return on assets (ROA) indicator is based on its ability to reflect a company's efficiency 

in optimizing all assets to generate profit. A substantial level of profitability is predicted to amplify the 

positive impact of the capital adequacy ratio (CAR) on stock returns, while simultaneously mitigating 

the negative correlation from non-performing loans (NPL). 

The influence of independent variables on stock returns in this study was tested using a 

Moderated Regression Analysis (MRA) approach, with return on assets (ROA) positioned as a mode-

rating factor. The analysis begins with the presentation of descriptive statistics to provide an overview 

of the research data profile. To ensure the validity and feasibility of the model, a series of classical 

assumption tests, including evaluation of normality, multicollinearity, heteroscedasticity, and 

autocorrelation, were also implemented. 

After ensuring the model was free from classical assumption bias, the hypothesis analysis was 

executed using multiple linear regression. This study also integrated a moderation test by calculating 

the interaction between ROA, CAR, and NPL. The entire data computation process was performed 
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using SPSS software to investigate the role of profitability in modulating the influence of bank health 

indicators on stock performance. 

Hypothesis 

H1 : Capital adequacy ratio (CAR) has a positive effect on stock returns  

H2 : Non performing loans (NPL) have a negative effect on stock returns  

H3 : Return on assets (ROA) strengthens the influence of the capital adequacy ratio (CAR) on stock 

returns 

H4 : Return on Assets (ROA) weakens the negative influence of Non Performing Loans (NPL) on stock 

returns  

RESULTS AND DISCUSSION  

RESULTS 

This segment presents a synthesis of regression test findings to evaluate the impact of the capital 

adequacy ratio (CAR) and non-performing loans (NPL) on stock returns. This study positions return on 

assets (ROA) as a moderating factor, focusing on National Private Commercial Banks listed on the 

Indonesia Stock Exchange (IDX) for the 2022-2024 period. The analytical procedure begins with a 

series of classical assumption tests including tests for normality, multicollinearity, and 

heteroscedasticity to ensure the statistical validity of the model and minimize the risk of estimation bias. 

After verifying the assumptions, the analysis continues with an examination of the coefficient of 

determination to measure the variables explanatory power on stock return fluctuations. Finally, 

Moderated Regression Analysis (MRA) is applied to examine the interaction of ROA in influencing the 

relationship between the independent and dependent variables. A summary of the statistical data and 

the significance of the relationships between the variables are systematically summarized in test result 

tables. 

Table 1. Classical Assumption Test Table 

Testing Indicator Mark Criteria Conclusion 

Normality 

Sig. 

Kolmogorov-

Smirnov 

0.200 Sig. > 0.05 Normally distributed data 

Multicollinearity VIF CAR 1.555 VIF < 10 is no multicollinearity 

 VIF NPL 2.255 VIF < 10 is no multicollinearity 

 VIF ROA 1.976 VIF < 10 is no multicollinearity 

Heteroscedasticity Sig. Glejser > 0.05 Sig. > 0.05 is no heteroscedasticity 

Determination Adjusted R 

Square 
 

0.630 0–1 
The model explains 6.3 % of 

the variation in stock returns . 

F test Sig. F 0,000 Sig. < 0.05 Model fit for use 

H1 
CAR → Stock 

Return 

-1.385 / 

0.17 
Sig. < 0.05 Rejected 
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Testing Indicator Mark Criteria Conclusion 

H2 
NPL → Stock 

Return 

-2.024 / 

0.04 
Sig. < 0.05 Accepted 

H3 
CAR*ROA → 

Stock Return 

1.728 / 

0.03 
Sig. < 0.05 Accepted 

H4 
NPL*ROA → 

Stock Return 

-0.891 / 

0.37 
Sig. < 0.05 Rejected 

Source: Data processed by researchers, 2026 

 

Based on the results of the classical assumption test, this research data meets the criteria for 

statistical validity. The Kolmogorov-Smirnov test yielded a significance value of 0.200 (>0.05), 

confirming that the residual distribution is normal. Regarding intervariable dependencies, the VIF 

values for all predictors (CAR = 1.555; NPL = 2.255; ROA = 1.976) are below the threshold of 10, 

confirming the absence of multicollinearity. 

Furthermore, the Glejser test demonstrated the absence of heteroscedasticity, as all significance 

values exceeded 0.05, indicating that the residual variance is homoscedastic, or constant. In terms of 

model strength, the Adjusted R Square value of 0.630 indicates that CAR, NPL, ROA, and their 

interactions contribute 63% to stock return fluctuations. The remaining 37% is driven by external 

variables such as macroeconomic dynamics, inflation, and market sentiment. Finally, the significance 

of the F test (0.000 < 0.05) confirms that this model is credible and all independent variables collectively 

have a real influence on the dependent variable. 

The t-test results show that the capital adequacy ratio (CAR) variable has a significance value of 

0.17 (> 0.05), thus disproving the first hypothesis. This finding implies that capital adequacy is not the 

primary determinant significantly influencing stock returns. This phenomenon indicates that market 

participants do not solely use the capital adequacy ratio as a reference in investment decisions, 

considering that a high CAR without adequate profitability is not necessarily perceived as a positive 

sentiment. Conversely, the non-performing loan (NPL) variable was proven to have a negative effect 

on stock returns with a significance value of 0.04 (< 0.05). This confirms that the escalation of credit 

risk is inversely proportional to stock performance in the capital market, as the increase in non 

performing loans reduces asset quality and investor interest. 

Based on the moderation analysis, the interaction between CAR and ROA yielded a t-statistic of 

1.728 with a significance level of 0.03. This finding proves that ROA acts as a moderating variable that 

strengthens the positive correlation between CAR and stock returns, thus verifying the third hypothesis. 

Theoretically, the market tends to place a higher value on the capital adequacy ratio when accompanied 

by profit-generating efficiency. The synergy between a robust capital structure and superior profitability 

builds positive market sentiment towards the issuer's prospects. Conversely, the test of the interaction 
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between NPL and ROA showed a t-value of -0.891 with a significance level of 0.37. Because the 

significance value exceeded the 0.05 threshold, the fourth hypothesis was not supported by the data. 

This indicates that profitability failed to mitigate the influence of NPL on stock returns. Investors 

continue to prioritize credit risk as a primary determinant, where high levels of non-performing loans 

are still seen as a performance threat regardless of the size of the company's profits. 

DISCUSSION 

The capital adequacy ratio (CAR) has no effect on stock returns  

The Capital Adequacy Ratio (CAR) indicator was found to have no significant correlation with 

stock returns because a high capital adequacy ratio does not automatically reflect increased dividends 

or price appreciation for shareholders. In the national private banking sector on the Indonesia Stock 

Exchange (IDX) during the 2022-2024 period, the majority of institutions maintained capital levels well 

above the Financial Services Authority (OJK) regulatory threshold. Consequently, this variable tended 

to stagnate and lose its relevance as a primary determinant in investment decision-making. Investors 

are more responsive to fundamental indicators that directly impact company value, such as profitability, 

operational efficiency, productive asset quality, and sustainable profit growth. 

This phenomenon is reflected in the performance of large issuers such as PT Bank Central Asia 

Tbk, PT Bank CIMB Niaga Tbk, and PT Bank OCBC NISP Tbk, which consistently maintain solid 

capital structures but exhibit divergent stock return fluctuations. This confirms that the market places 

greater value on banks' ability to optimize low-cost funds (Current Account Saving Account-CASA), 

mitigate non performing loan (NPL) risk, and generate stable net interest income than simply accu-

mulating core capital. Furthermore, capital market dynamics during this period were also heavily 

influenced by macroeconomic variables such as interest rate volatility, inflation, and external sentiment, 

leading investors to prioritize the prospect of future profit growth over the stability of the CAR ratio, 

which was already in a safe zone. 

The findings of this study confirm previous literature (Triyana et al., 2024; Astohar, et al., 2021; 

Sahroni, 2022; Wahyu Pamungkas, 2023), which states that the capital adequacy ratio (CAR) does not 

have a significant impact and tends to be negatively correlated with stock returns in the conventional 

banking sector. This phenomenon indicates a tendency for investors to prioritize profitability and future 

business projections over mere capital adequacy figures. However, discussions regarding the influence 

of CAR remain variable, Andy Kurniawan (2017) found a significant positive effect on stock returns. 

This perspective is based on the assumption that a strong capital ratio reflects a bank's resilience in 

mitigating the risk of loss, which ultimately triggers positive sentiment and increases market 

expectations regarding the stock's value (Widyastuti, 2020). 
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The impact of non performing loans (NPL) has a negative effect on stock returns 

An increase in the non performing loan (NPL) ratio theoretically exerts negative pressure on 

stock returns, given that the accumulation of non-performing loans represents an escalation of 

operational risk and a degradation of banks' profitability. Based on signaling theory, published financial 

reports serve as a means of transmitting information for market participants to evaluate an entity's 

internal fundamentals. Investors interpret a surge in NPLs as a negative signal, indicating a decline in 

asset quality and the risk of future losses (Tapokabkab dan Rosyati, 2023). Technically, the increase in 

NPL requires banks to allocate larger amounts of allowance for impairment losses (CKPN), which 

ultimately distorts net profit. This profit reduction automatically erodes the issuer's attractiveness in the 

capital market, triggering stock price corrections and declining returns. 

Empirical observations in the National Private Commercial Bank sector listed on the Indonesia 

Stock Exchange (IDX) during the 2022-2024 period confirm that NPL fluctuations are a crucial 

indicator for investor decision-making. Amid global economic uncertainty and adjustments to interest 

rate policies during this period, several banking institutions faced increased credit risk, which directly 

impacted stock price volatility. As an illustration, PT Bank CIMB Niaga Tbk recorded a dynamic NPL 

ratio in line with credit expansion amid macroeconomic uncertainty, where the increase in provisioning 

expenses due to bad loans impacted stock performance instability. In contrast, PT Bank Central Asia 

Tbk consistently managed to mitigate credit risk below the industry average, thereby securing 

sustainable profit growth and maintaining stock value stability. This reality confirms that effective 

credit quality management is a key determinant in maintaining positive sentiment and investor confi-

dence in the equity market. 

This trend confirms the theoretical premise that investor behavior is driven by the balance 

between expected returns and asset risk profiles. An increase in non performing loans (NPL) directly 

reflects an escalation in default risk, which triggers negative market perceptions of banking stability. 

This situation suppresses market demand, resulting in a contraction in overall stock prices and returns. 

The relevance of this finding is reinforced by observations by Sondakh et al. (2024), Sahapudi et al. 

(2025), Silalahi  dan Khairunnisa (2019) and  Tahmat (2020), who collectively identified a negative 

correlation between non-performing loans and stock performance, although the level of significance 

varied across research models. Conversely, there are anomalies in the literature indicating that NPLs 

are not always the primary determinant of stock prices, as noted by (Yuniarti dan Ica, 2024; Wijaya, 

2020). This phenomenon indicates that in certain market situations, investor sensitivity to credit risk 

can be reduced if there are other, stronger fundamental factors such as stable profitability levels or 

positive macroeconomic sentimen that can compensate for concerns about rising non performing loans. 

Through a synthesis of the theoretical framework and factual evidence at the research site, it can 

https://creativecommons.org/licenses/by-nc/4.0/
https://creativecommons.org/licenses/by-nc/4.0/
https://creativecommons.org/licenses/by-nc/4.0/


444 
 

JIBEMA: Jurnal Ilmu Bisnis, Ekonomi, Manajemen, dan Akuntansi 

Volume 3, No. 4, April 2026, p. 436-449 

 

Website: http://jibema.murisedu.id/index.php/JIBEMA Copyright ©2026, JIBEMA 

Licensed under  a Creative Commons Attribution-NonCommercial 4.0 International 
License 

be confirmed that non-performing loans (NPL) have a significant negative correlation with stock 

returns. This phenomenon is rooted in the fact that escalating bad loans directly erode profitability and 

increase corporate risk exposure, which is then interpreted by the market as a signal of poor 

fundamentals. Consequently, this negative sentiment triggers stock price depreciation and confirms 

declining returns for shareholders. 

Return on assets (ROA) moderates the effect of capital adequacy ratio (CAR) on stock returns 

Return on Assets (ROA) has been identified as having a significant moderating role in streng-

thening the correlation between the capital adequacy ratio (CAR) and stock returns. Profitability is a 

key determinant of whether a bank's capital adequacy can be converted into profits for shareholders. 

Conceptually, CAR represents a bank's resilience to capital risk, while ROA measures management's 

effectiveness in utilizing assets to generate profits. This synergy between capital stability and opera-

tional efficiency amplifies positive signals for market participants. 

Independently, a high CAR ratio does not guarantee appreciation in stock returns, given that large 

capital reserves represent security rather than productivity. However, the integration of a solid CAR 

with an optimal ROA indicates that the banking institution not only possesses strong fundamenttals but 

also agile asset management. This condition triggers positive investor sentiment, increases market 

demand, and ultimately stimulates share price increases. 

According to Signaling Theory, the combination of capital and profitability indicators provides 

more credible information to the public. Abundant capital without adequate profits is often perceived 

as idle capital. Conversely, achieving a high ROA demonstrates management's ability to manage 

resources productively. Therefore, ROA serves to reinforce the informative value of CAR, which then 

increases investor confidence in the company's prospects. 

Empirical data on banking companies listed on the Indonesia Stock Exchange (IDX) for the 2022-

2024 period supports this argument, where issuers with a superior combination of CAR and ROA 

recorded more competitive stock performance. For example, PT Bank Central Asia Tbk consistently 

maintained a strong CAR ratio coupled with a stable ROA, thereby securing investor loyalty and 

delivering promising stock returns. The opposite phenomenon is seen in banks with strong capital but 

low profitability, where the market tends to respond skeptically. This confirms ROA's position as a 

moderating variable, clarifying the mechanism by which CAR influences stock return volatility. 

This finding aligns with previous literature confirming the role of return on assets (ROA) as a 

moderating variable that strengthens the correlation between the capital adequacy ratio (CAR) and stock 

returns. Increased profitability is considered a catalyst that amplifies the impact of the capital ratio on 

investor valuation (Meliza et al., 2024; Sinurat et al., 2025; Lisdawati & Tri Sulistyani, 2023). 
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Furthermore, the synergy between capital resilience and profit generating ability has been shown to 

have a stronger impact on market performance than a partial analysis of the variables. However, there 

are discrepancies in previous research Sri Sudarsi et al (2024) showed that stock prices are more directly 

influenced by ROA, while CAR has no significant effect. This phenomenon indicates a shift in investor 

focus from profitability to capital stability in certain situations, leading to inconsistent moderating 

effects. Overall, ROA functions as a positive moderator because it optimizes capital utilization and 

signals credibility and bright prospects for the banking sector in the eyes of the market. 

Return on assets (ROA) failed to moderate the influence of non performing loans (NPL) on stock 

returns 

Observations show that return on assets (ROA) fails to act as a significant moderating variable 

in the relationship between non performing loans (NPL) and stock returns. This is due to banks' 

profitability capacity being unable to neutralize the negative sentiment resulting from high non 

performing loan ratios. Based on Signaling Theory, NPLs represent the asset quality of financial 

institutions; a spike in NPLs is viewed by the market as a signal of increasing credit risk. This risk 

directly indicates the potential for future losses, which in turn undermines investor expectations and 

confidence. Conversely, ROA only provides a snapshot of profitability over a specific timeframe, so 

investors tend to be more responsive to structural risks reflected in NPLs than to immediate profit 

figures. 

Operationally, escalating NPL force banks to increase their allocation of Allowances for Impair-

ment Losses (CKPN), which systematically erodes net profit. This situation confirms that the negative 

pressure from non-performing loans is fundamental and difficult to offset solely through short term 

efficiency or profitability improvements. Therefore, ROA lacks sufficient statistical power to strengthen 

or weaken the correlation between NPLs and stock price fluctuations in the capital market. 

Data on the banking sector listed on the Indonesia Stock Exchange (IDX) for the 2022-2024 

period supports this argument. A phenomenon was found where banking issuers continued to experi-

ence share price corrections when NPL increased, even though their ROA positions were relatively 

stable. This fact confirms that in making investment decisions, market players prioritize risk manage-

ment aspects over profitability figures. 

In the capital market context, stock returns are not solely driven by historical financial perfor-

mance but are also heavily influenced by projections of business sustainability and future risks. High 

NPL rates trigger uncertainty about the stability of banks' cash flows. Consequently, even though ROA 

shows impressive performance in the short term, investors remain conservative and cautious. This 

phenomenon is why the relationship between credit risk and stock returns remains independent of the 
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moderating influence of profitability. 

These findings align with studies by Sondakh et al., (2024) and Yuniarti dan Ica (2024),  which 

confirmed that non performing loans (NPL) do not significantly impact stock price fluctuations. This 

phenomenon indicates that profitability and credit risk indicators are not yet the main determinants of 

stock return movements, thus the role of ROA as a moderating variable has not been empirically tested. 

On the other hand, inconsistencies in the results are seen in studies by Hariyanto dan Maryono (2024) 

and  Nguyen (2023), which instead emphasize a negative correlation between credit risk and financial 

performance (ROA). This difference suggests that in certain contexts, ROA has the potential to 

influence the relationship between NPL and stock returns. Therefore, the failure of ROA to consistently 

moderate this relationship is due to the strong negative signal of credit risk in the eyes of investors 

compared to the stability of the entity's profitability. 

CONCLUSION 

The findings of this study confirm that the capital adequacy ratio (CAR) does not contribute 

significantly to stock return fluctuations, unlike non performing loans (NPL), which have been shown 

to negatively impact stock price performance in the market. Interestingly, a moderation analysis shows 

that profitability, as proxied by return on assets (ROA), acts as an accelerator, strengthening the 

relevance of the capital adequacy ratio in influencing stock returns. This indicates that banks' efficiency 

in generating profits can increase investor optimism regarding the company's capital fundamentals. On 

the other hand, ROA has not been able to mitigate the negative impact of credit risk (NPL) on market 

confidence, reflecting that investor sensitivity to asset quality remains high despite good profitability. 

Applicably, this dynamic signals to market participants to prioritize the integration of earnings 

performance and equity management rather than simply evaluating risk profiles in isolation. While 

providing new insights, the generalizability of this study's results is limited by the narrow sample size, 

the relatively short observation period, and the limited scope of independent variables in capturing a 

comprehensive picture of the determinants of stock returns. In response to these limitations, future 

research needs to expand the data coverage by adding samples and extending the observation period. 

Furthermore, developing research models to include other banking indicators such as Net Interest 

Margin (NIM) and Loan to Deposit Ratio (LDR), or integrating macroeconomic variables, is highly 

recommended for more precise and holistic estimates. 
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