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Abstract                
This paper aims to test the transmission mechanism and analyze the 6 
banking ratios that exist in Indonesia and is listed on the IDX during the 
period of 2010-2017 financial statements. The analysis method used in 
this research is granger causality test, IRF and FEVD to see the mech-
anism of relationship between financial ratios in banking in Indonesia. 
From the results of data analysis that has been done in explain that 
based on granger causality test, the variable ratio of banking finance 
averaged one-way relationship and not two-way. From the results of the 
IRF image that has been produced, it appears that the variable financial 
ratios of some are toward and away from the point or the average value 
of the variable banking financial ratios are in carefully. By using FEVD 
using table model, it is seen that the variable of banking finance ratios 
in the bigger is influenced by the variable itself and partly influenced by 
other financial ratio variables.
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Mecanismo Relación Relación Financiera en la Banca 
con IRF y FEVD

Resumen
Este documento tiene como objetivo probar el mecanismo de transmisión 
y analizar las 6 razones bancarias que existen en Indonesia y figura en el 
IDX durante el período de estados financieros 2010-2017. El método de 
análisis utilizado en esta investigación es la prueba de causalidad mayor, 
IRF y FEVD para ver el mecanismo de relación entre las razones finan-
cieras en la banca en Indonesia. A partir de los resultados del análisis de 
datos que se han realizado para explicar que, en base a una prueba de 
causalidad mayor, la relación variable de las finanzas bancarias promedió 
una relación unidireccional y no bidireccional. A partir de los resultados 
de la imagen IRF que se ha producido, parece que las razones financieras 
variables de algunos están hacia y lejos del punto o el valor promedio de 
las razones financieras bancarias variables está cuidadosamente. Al usar 
FEVD usando el modelo de tabla, se ve que la variable de las razones de fi-
nanciamiento bancario en las más grandes está influenciada por la variable 
misma y en parte influenciada por otras variables de relación financiera.

Palabra clave: Ratio financiero, ratio bancario, IRF, FEVD.

INTRODUCTION
In a study conducted [1] assessed the health of the banking industry in 
solid value from the whole, by looking and referring to variables such as 
the number of depositors, competent employees, stakeholders of interest 
and economic stability. In a study that has been done by [1] explaining the 
existence of two models that are widely used in research in the late 70s and 
late 80s, this model is familiar with the efficiency of models and market 
models. It is considered to be an evaluation tool and health level analysis 
tool in the banking industry, and can be used in assessing the financial 
system and financial performance of banks in general. 
In other studies by [2 & 3 & 4] more developed analytical models and 
methods are not used for the banking industry. In a study they conducted 
related to the use of profitability analysis and how to assess the health lev-
el of the industry, which always evolved and changed foxes from year to 
year. Some of their studies also explain how the use of more sophisticated 
analysis, and based on empirical evidence. Analytical models and tools 
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and methods used in the study are very influential and can be considered 
a determinant in assessing the financial performance of banks. And one 
more thing, the use of sophisticated analytical models and methods to as-
sess the financial performance of banks, is often made a heated debate in 
many literature and academia.
LITERATURE REVIEW
Many studies have assessed how the world and the banking industry, as 
done by [2,3,5]. Their paper reviews how to assess the impact of the global 
financial crisis, particularly those related to the banking sector, in MENA 
countries, Europe and Asia in particular. The paper they produce, some of 
them judge the main determinants of profitability both banking industry 
in the perusal. Clearly, the results of their studies found empirically that 
during the economic and financial crisis of the 90s, the profitability ratios 
were considered to be a ratio of dimensions that did not appear to function 
and play a role in times of crisis, while other ratios such as interest income 
and the ratio has a positive impact and partial negative impact, for eco-
nomic variables such as GDP has a positive effect in the event of a crisis in 
the banking industry in the perusal.
For other studies, with slightly different research variables performed 
[6,7,8,9], they examined how the impact of the quality of political insti-
tutions and the financial system, and on the effectiveness of central bank 
independence in the research nations. They argue that a low inflation rate 
can be achieved if the central bank can walk independently. In fact, many 
have done research using inflation variable data to find results. The use of 
data analysis models such as OLS, correlation and causality are used as 
tools to assess the variables they examine. However, still estimation pro-
cedures are always in use, whether it uses time series data or panel data, so 
it can produce a model that is considered dynamic and solid. Several data 
analysis tests such as heteroskedasticities, multicollinearity and linearity 
in making the determinant factor for the success of further data analysis. 
The existence of the graduation rate of the test data, impact on the results 
of the study so as not to cause something that can make heretical. As they 
do by using a combined data analysis model for a dynamic panel model, 
it will be able to provide long-term coefficient estimation values. Gradua-
tion and test data compatibility with data analysis techniques used will be 
consistent and make the results of analysis not error, but on the contrary if 
there is an error in data analysis and data analysis techniques, will be able 
to cause the estimated estimation results are not effective and solid. Some 
use of moderate variables and control variables can be used as a tool in 
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assessing the targeting results of the variables in detail.
See [10 & 11 & 12] other analysis models, also used in assessing the health 
and financial performance of banks, call it the fuzzy inference mechanism. 
From the study they did have the main objective is to evaluate the use of 
multi-objective analysis model, especially with the theme of bank’s finan-
cial performance. Empirically the results of their study argue that the pro-
cess of evaluating financial stability in the banking industry can be made 
into an overview of the semi-structured model of financial index, based on 
the analysis model they use. The specification of the analysis model using 
two multi objective evaluation methods, is believed to be able to provide 
a degree of contention during the study process. They consider the use of 
the fuzzy model of fuzzy analysis, making it a set of implicative rules and 
can reflect the relationships between variables being causal.
RESEARCH METHOD
This study was conducted by the authors in June 2018. For data analysis in 
this study using the causality test and IRF, FEVD model. In addition, this 
study uses data on the six variables of financial performance ratio of banks 
in Indonesia, such as BOPO, CAR, LDR, NIM, NPL and ROA for the 
period of 2010-2017 financial report. The following descriptive analysis 
for research data.

The author uses descriptive statistics test because this test is a numerical 
and graphical procedure in summarizing the data clusters in a clear and un-
derstandable way. A numerical approach can be used to calculate the sta-
tistical value of a set of data, such as mean and standard deviation. In table 
1 above presented the results of statistical tests that provide information 
about the average and detailed information about the distribution of data. 
Present values such as skewness, which measure the symmetry of data 
distribution, are not equal to 0, then the distribution is not symmetric (a 
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symmetric), and if skewness is 0 it means that the data is normally distrib-
uted (symmetric). If kurtosis (tapered), which measures the tangent of the 
data distribution, is not equal to 0, then the data distribution may be flatter 
or more pointed than the normal distribution. The value of the kurtosis of 
the normal distribution is 0. More accurate information can be obtained 
by using one of the normality tests that is to determine the probability of 
whether the sample comes from observations of normally distributed pop-
ulations or not (eg, Kolmogorov-Smirnov test, or Shapiro-Wilks’W test 
). The median is the value that divides the observation set into two equal 
parts, 50% of the observations lie below the median and 50% longer lie 
above the median. The median of n measurement or observation x1, x2, 
..., xn is the observation value located at the center of the data group after 
the data is sorted. If the number of observations (n) is odd, the median is 
located right in the middle of the data cluster, whereas if n is even, the 
median is obtained by means of interpolation ie the mean of the two data 
in the middle of the data cluster.
RESULT RESEARCH
In the results of this study, the authors will use and present the results 
of causality test. This causality test is aimed at measuring the strength 
of the relationships between variables and indicating the direction of the 
causal relationship of XàY (X causing Y), or Y-à X (Y causing X) and X 
ßà (X causing Y and Y also causing X). Granger causality test is much 
more meaningful than ordinary correlation test. If the variable y, does not 
cause another variable, say x, can we then assume that the latter is exog-
enous? Unfortunately, the answer is indirect. If we talk about weak exog-
eneities, this may indicate that the granger causality is neither necessary 
nor sufficient to establish exogeneity. On the other hand, granger causality 
is needed (but not enough) for powerful exogeneity. That is, the concept 
of granger causality is useful as a descriptive tool for Gujarati data series 
time, (2004).
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By using Granger causality test, will be known some things, such as wheth-
er the variable X precedes the variable Y, whether the variable Y precedes 
the variable X, or the relationship of variable X and Y mutual variable ?, 
and a variable X is said to cause other variables , Y, if the current Y varia-
ble is predicted better by using the past values of variable X. The assump-
tion in this test is that the variables X and Y are considered to be a pair of 
time-dependent data having linear covariance.
Furthermore the authors use IRF and FEVD model test models. According 
to Sims (1992) explains that the IRF function describes the future K-ex-
pression of a prediction error of another variable. Thus, the duration of the 
influence of the shock of a variable on another variable until its influence 
is lost or returns to the equilibrium point can be seen or known.
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The impulse response image shows the response of a variable due to an-
other variable shock up to some period after the shock. If the Impulse 
Response (IR) image shows a movement approaching the equilibrium 
point or returns to a previous equilibrium, the response of a variable due 
to a longer shock will disappear so that the shock does not leave a perma-
nent influence on the variable. The result of the impulse response func-
tion (IRF) for the dual monetary policy transmission flow shows, if the 
negative trend means that the variable influences the increase of inflation 
(CPI), whereas if the positive trend means that the variable influences the 
inflation decrease (CPI).

For the Variance Decomposition test mechanism called Forecast Error De-
composition of Variance is a device in the VAR model that will separate 
variations from a number of variables that are estimated to be shock com-
ponents or to Innovation variables, assuming that the innovation variables 
are not correlated. Then Variance Decomposition will provide information 
on the proportion of the movement of the effect of shock on a variable to 
the shock of other variables in the current period and the period to come. 
Variance decomposition is used to provide information on the proportion 
of movement of the effect of shock on a. variables against other variables 
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in the current period and the period to come. We can see in the table below 
is a table that describes the variance decomposition period January 2011 
until December 2014.
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CONCLUSION
From a study that has been done, has a focus on several banking industry 
in Indonesia by using the period and basis of financial reporting in 2010-
2017. This study seeks to assess and highlight the condition of banks in 
Indonesia through performance analysis of banking financial ratios that 
are used as a basis for analysis of research data. The author assumes that 
the analysis of financial performance ratio of the use of the bank, can be 
made parameters to measure and represent from the many existing bank-
ing performance ratios. This study uses the same of the banking industry 
and excludes the existing sharia banking industry. From the results of this 
study reflects the distribution of banks in the enough value homogeny of 
the sample research in use. The authors argue that the added value of the 
research has highlighted the strength and activity of banks in Indonesia, 
empirically this result can assess the impact of major factors that may arise 
for the banking industry both in terms of macro and micro.
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