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Abstract 

 

The purpose of this study is to ascertain how inflation, the BI Rate, and the profit-

sharing rate affect NPF in Islamic banks. Eight Islamic Commercial Banks (BUS) 

make up the sample, and the population consists of 14 BUS. The methodology is 

quantitative. The data was obtained through the Central Bureau of Statistics (BPS) and 

the Financial Statements of Islamic Commercial Banks (BUS) and then analyzed using 

SPSS .The results showed that inflation and BI Rate had no effect on NPF in Islamic 

Banks because inflation had a significance value of 0.206> 0.05 and BI Rate of 0.932> 

0.05. While the profit sharing rate shows that the profit sharing rate affects NPF in 

Islamic Banks because it has a significance value of 0.039 <0.05. 
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INTRODUCTION 

Islamic banking is part of the Islamic economy which plays a role in providing 

financial services in accordance with sharia principles. Islamic commercial banks as 

institutions of course require the economy to run well. Collecting money from the public and 

giving it back to those who need money. Therefore, the bank makes a profit. This growth can 

be seen from the increasing number of Islamic financial institutions every year. The 

development of banking in Indonesia itself is accompanied by the issuance of regulations on 

Islamic banking, namely Law No. 21 of 2008 which contains more comprehensive insights 

into Islamic banking by Bank Indonesia (BI) and the National Sharia Council, reinforcing the 

role of Islamic economics in Indonesia today. Types of Islamic banking institutions in 

Indonesia, namely Sharia Business Units (UUS) and Full-Fledged Islamic Banks (BUS), 

contribute to asset growth by expanding financial services based on sharia principles. 

(Khoiriyah et al., 2022). 

Islamic banks are financial institutions that operate without depending on interest-

based transactions. Commonly referred to as interest-free banks, their operations and financial 

products are designed in accordance with the principles derived from the Qur'an and the 

teachings (Hadith) of the Prophet SAW. (Arumingtyas & Muliati, 2019). Islamic banks 

provide financing and other services. Financing at Islamic banks is also inseparable from risks, 

one of which is NPF or non-performing financing. NPF is a supporting ratio in measuring the 

quality of Islamic bank assets. This ratio is utilized to assess the extent of financing challenges 

encountered by Islamic banks. (Syakhrun et al., 2019). 

One of the causes that can affect economic conditions is inflation. When national 

economic conditions experience inflation, it will directly banking institutions in terms of 

financing and raising funds from funded customers. 

BI Rate is a policy set by Bank Indonesia every month after the board of governors 

meeting to regulate finance by taking into account the economic conditions of a country. 

(Nasikin & Yuliana, 2022) 

The profit sharing rate is an internal factor that can influence third-party funds in 

Islamic banking. Profit sharing is the sharing of business results between fund providers and 
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fund management with the percentage ratio of profit to be obtained determined by agreement 

between the two parties.(Nurhaya et al., 2024). 

NPF at Bank Victoria Syariah has increased due to the impact of the rise in COVID-

19 cases number, many countries have imposed lockdown and social distancing policies 

which have an impact on the decline in economic activity globally. A reduction in the number 

of workers which results in an increase in unemployment and poverty so that the risk of default 

and the ratio of NPF has increased. This is because many companies cannot continue their 

production activities and cause debt payments to be hampered, so this condition will create a 

decline in economic activity, potentially putting pressure on financial institutions and then 

financing cannot be paid. 

 
Source: Bank Victoria Syariah Annual Report 

Based on the table above, it illustrates that NPF at Bank Victoria Syariah from 2019 

to 2021 has increased with a percentage of net value of 2.64% in 2019, 2.90% in 2020, 3.72% 

in 2021, and has a percentage of gross value. 3.94% in 2019, 4.73% in 2020, and 9.54% in 

2021. The increase in the NPF value of Bank Victoria Syariah resulted in the realization of 

financing decreasing by 30.89% or IDR 360.1 billion to IDR 805.47 billion in 2021 from IDR 

1.167 trillion in 2020 and IDR 1.232 trillion in 2019. 

According to study carry out by (Harahap & Alam, 2020), (Fauzukhaq et al., 2020), 

(Rika, 2016), and (Ikhsan & Karyatni, 2023) stated that NPF has no effect on inflation, while 

according to (Fahlevi, 2022), (Laksono, 2021) and (Kusumawati, 2024) Inflation affects NPF. 

Then, the views of other studies conducted by (Fauzukhaq et al., 2020) and (Ikhsan & 

Karyatni, 2023) NPF has no effect on BI Rate. At the same time, according to (Harahap & 
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Alam, 2020) NPF is significantly affected by the BI Rate. According to research conducted 

(Susanti, 2016) states that the profit sharing rate influence NPF, while according to (Hamdani, 

2018) the profit sharing rate has no impact on NPF. 

Based on the description that has been conveyed above, researchers are trying to 

develop research on "The Effect of Inflation, BI Rate, and Profit Sharing Rate on NPF in 

Islamic Banks In Indonesia Period 2019-2023". 

 

REVIEW OF LITERATURE 

Signalling Theory 

The grand theory that underlies this research is signal theory. According to Ross in 

1977 (Bahri, 2022) Signal theory is a management action to provide clues to investors about 

the entity's prospects. Signals in the form of information about how management realizes the 

wishes of the owner. Signal theory explains that entities are compelled to share their financial 

statement data with external parties. 

Companies in signal theory suggest that they must provide signals to users of financial 

statements. The form of the signal given is the condition of the company to the owner or 

interested party. (Sari & Veterina, 2021) highlight that, “Signaling can be done through the 

disclosure of accounting information such as financial statements, reports that have been 

carried out by management. to realize the wishes of the owner, or it can also take the form of 

promotions and other information about conditions that are better than other companies”. 

NPF 

NPF is an index used to show the loss effect of financing risk. This high non-

performing financing can result in banks not wanting to distribute their financing because 

banks are required to make a fairly high write-off reserve.(Dwintama et al., 2021). 

(Fadhilah & Suprayogi, 2019) assert that, “NPF is a ratio used to measure the bank's 

ability to handle the risk of failure to return credit and debtors”. 

NPF Formula: 

 

Source: (Ningrum & Kustiningsih, 2023) 



Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)                Vol. 8. No. 2 (2025)  

e-ISSN: 2621-606X            Page: 6992-7005 
 

The Effect of Inflation, BI Rate ….. 6996 

 

Inflation 

Inflation is the continuous and widespread rise in prices, if inflation is high, it causes 

more difficulty in a country's economy and increases the cost of living for the community. 

(Arumingtyas & Muliati, 2019). 

Inflation is an economic problem that often occurs and is almost experienced by all 

countries in the world. Steps that can be taken to anticipate inflation are one of the focuses 

and economic policies. Policies related to inflation are often called price stability policies or 

policies in order to achieve internal balance. (T. P. Lestari & Musyafa’, 2022). 

Inflation Formula: 

 
Source: (Talumantak, 2020) 

Description: 

CPI(t): CPI of a year 

CPI(t-1) : CPI one year earlier 

BI Rate 

Interest rates are the level of fees charged by financial institutions, such as banks, to 

borrowers for funds lent, or vice versa. In the economy, interest rates play an crucial role as 

an indicator of the cost of funds and its influence on investment, consumption, and lending 

decisions. The BI Rate is a reference rate to be used by Bank Indonesia in regulating monetary 

policy that affects liquidity in the money market. (Siringoringo et al., 2025) 

Interest rates are the cost of borrowing that is determined from the source of the loan 

through various economists in the market and the interests of the borrower. Interest rates result 

not only from differences in borrowing appetites of investors, but also from purchases, market 

interest rates, and changes in interest rates over time.(Anggriani et al., 2024). 

BI Rate Formula: 

 
Source: (Hermawan & Purwohandoko, 2020) 

Description: 
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BI Ratet= BI Rate period t 

BI Ratet-1= BI Rate period t-1 

 

Profit Sharing Rate 

Profit sharing is a type of return on an investment contract that is uncertain and 

variable over time. (Agustin & Mulyono, 2025) state that, “The size of the return depends on 

the business results that actually occur”.  

The profit sharing rate is a percentage of income carried out in the form of cooperation 

by carrying out business activities between the two parties in accordance with the contracts 

that have been mutually agreed upon. (E. D. Lestari et al., 2023) 

Profit Sharing Rate Formula : 

 

 

Source: (Angraini & Sumantri, 2019) 

FRAME OF MIND 

 

Effect of Inflation on NPF 

In signal theory, it is suggested that it should offer guidance to users of financial 

statements regarding the company conditions to owners or interested parties. NPF signals to 

banks and customers in making financial decisions. Inflation can affect NPF in Islamic banks 
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because when the prices of goods rise, spending in the community also rises and customer 

income does not increase, people can find it difficult to fulfill their obligations which can 

cause payments to be late and even default and financing in Islamic banks becomes 

problematic. This is consistent with studies conducted by (Fahlevi, 2022), (Laksono, 2021) 

and (Kusumawati, 2024) which highlight that inflation affects NPF. 

H1: Inflation affects NPF 

Effect of BI Rate on NPF 

The BI Rate signals economic conditions. When the BI Rate increases, will signal that 

economic conditions are unstable. Although Islamic banks do not implement interest charges 

like conventional banks, fluctuations in the BI Rate can indirectly affect. When the BI Rate 

increases, business activity will slow down because financing increases and people's 

purchasing power will decrease. This can cause customer business income to decline, as a 

result customers have difficulty paying obligations and NPF will increase. This aligns with 

the study conducted by (Harahap & Alam, 2020), who asserts that the BI Rate affects NPF. 

H2 : BI Rate affects NPF 

Effect of Profit Sharing Rate on NPF 

Based on signal theory, an increasing NPF indicates high non-performing financing 

and causes bank income to decrease which gives a negative signal to the bank. In Islamic 

banking, the profit sharing rate is determined in accordance with the profit earned from the 

financing channeled. If there is non-performing financing, profits will decrease and the funds 

channeled to customers will also decrease. , the profit sharing rate received by customers can 

be lower as NPF increases. This aligns with the study conducted by (Susanti, 2016), who 

asserts that the profit sharing rate influence NPF. 

H3 : Profit Sharing Rate affects NPF 

 

RESEARCH METHOD 

The type of research used is quantitative method. This study uses data collection in 

the form of Inflation, Profit sharing rate, BI Rate, and NPF data. The study's population 

comprises 14 Islamic Commercial Banks (BUS) that are registered with the Financial Services 
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Authority (OJK) between 2019 and 2023. The sample used was 8 Islamic Commercial Banks 

(BUS) for the period 2019-2023. This study conducted a data processing using SPSS version 

25, using the Classical Assumption Test with there is a Multicollinearity Test, Norrmality 

Test, and Heteroscedasticity Test. This study also employs the Multiple Linear Regression 

Test for analysis. 

 

RESULTS AND DISCUSSION 

Classical Assumption Test 

 Table 1  

Multicollinearity Test 

 

Based on the multicollinearity test in table 1.1, it can be seen that the tolerance value 

inflation is 0.842, the BI rate value is 0.843, and the profit-sharing value is 0.998 greater than 

0.100. The VIF of the inflation variable is 1.188, the BI rate is 1.187, the profit-sharing rate 

is 1.002, meaning that the VIF value obtained is smaller than 10.00. So, it can be inferred that 

between the variables of inflation, profit sharing rate, and BI rate there is no multicollinearity. 

Table 2  

Normality Test One-Sample Kolmogorov-Smirnov Test 

 

Model 

Unstandardized 

Coefficients 

Standardize 

t Sig. 

Collinearity Statistics Coefficients 

B Std. Error Beta Tolerance VIF 

1 (Constant) 1.815 2.064   .879 .385     

Inflation -.479 .372 -.214 -1.289 .206 .842 1.188 

BI Rate -.029 3.41 -.014 -.087 .932 .843 1.187 

Profit Sharing Rate .099 0.46 .327 2.141 .039 .998 1.002 
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According to the Normality Test Results in Table 1.2, it can be observed that the 

Asymp.Sig value. (2-tailed) 0.200> 0.05, indicating that the data follows a normal distribution 

because it has a one-sample Kolmogorov-Smirnov test greater than 0.05 

Table 3 

Spearman's Rho Heteroscedasticity Test 

 
Based on the Spearman's rho test, the Sig. (2-tailed) on inflation of 0.407 > 0.05, at 

the BI rate of  0.353> 0.05, and at the profit sharing rate of 0.538> 0.05, it can be inferred 

that heteroscedasticity is not present. 

Table 4  

Autocorrelation Test 
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According to the autocorrelation test results, the Durbin-Watson value is found to be 

1.998 which if entered into the du formula (1.659) < Durbin Watson (1.998) < 4 - du (2.341), 

Therefore, since the Durbin-Watson value falls between du and (4-du), it can be determined 

that there is no autocorrelation. 

Multiple Linear Regression 

Table 5  

Regression Test Coefficient of Determination 

 

It is known that the Adjusted R Square value is 0.092, in other words, the Inflation, 

Profit Sharing Rate and BI Rate variables contribute a joint influence of only 9.2% to NPF 

and the remaining factors is shaped by variables outside this study. 

Table 6  

T Test 

 
 

1. As shown in the t-test results in table 1.6, it gives a result of the significance value 

obtained of 0.206> 0.05, it can be inferred that the inflation variable has no impact on 

NPF. 

2. As shown in the t-test results in table 1.6, it provides a result that the significance value 

obtained is 0.932> 0.05, it can be inferred that The BI rate does not influence NPF. 

3. As shown in the t-test results in table 1.6, it provides a result that the significance value 

obtained is 0.039 <0.05, it can be inferred that the profit-sharing rate variable has an 

impact on NPF. 
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Effect of Inflation on NPF 

According to the t-test results in table 1.6, it gives a result of the Significance value 

obtained of 0.206> 0.05, it can be inferred that the Inflation variable has no impact on NPF. 

Islamic banks have a different financing system from conventional banks. Islamic banks 

operate under a profit-sharing or nisbah model, where both the bank (fund manager) and the 

customer share the profits and losses. When inflation increases, the prices of goods and 

services tend to increase, which can affect the customer's business income. However, because 

the profit-sharing system follows the growth of the customer's business, the payment to the 

bank adjusts to the profit received. This concurs with the studies undertaken by (Harahap & 

Alam, 2020), (Fauzukhaq et al., 2020), (Ikhsan & Karyatni, 2023), and (Rika, 2016). 

Effect of BI Rate on NPF 

According to the t-test results in Table 1.6 provides a result of the significance value 

obtained of 0.932> 0.05, it can be inferred that the BI Rate variable has no impact on NPF. In 

Islamic Banks, the financing system uses a profit-sharing scheme, not applying interest. So, 

in Islamic Banks, the BI Rate does not have a direct effect on financing, given that the profit-

sharing ratio is established at the beginning of the contract. This corroborates the findings 

from the study conducted by (Ikhsan & Karyatni, 2023) and (Fauzukhaq et al., 2020). 

Effect of Profit-Sharing Rate on NPF 

According to the t-test results in Table 1.6, it gives a result that the significance value 

obtained is 0.039< 0.05, it can be inferred that the variable 0.05. Has an impact on NPF. When 

the profit-sharing rate increases, the bank's share of the profits grows accordingly, which can 

cause the customer's financial burden to increase. If the customer's business undergoes a 

decrease in profits, it will cause difficulty in paying obligations, so there is a potential for 

default and contribute to a rise in NPF. This concurs with a study carried out by (Susanti, 

2016). 

 

CONCLUSION 

Based on the test results using SPSS to test several variables on NPF in Islamic Banks. 

Researchers concluded that Inflation has no impact on NPF in Islamic banks because of the 

profit-sharing system applied in Islamic banks, where payments to banks follow the profits 
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earned. There is no impact of the BI Rate on NPF in Islamic banks because financing in 

Islamic banks does not apply interest; instead, utilizing a profit-sharing system, so the BI Rate 

does not directly affect financing. The profit-sharing rate affects NPF in Islamic Banks 

because an increase in NPF is caused by a decrease in customer business profits, which will 

cause default. 
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