ABSTRACT

The banking system has an important role to play in the real sector
because of its function as an intermediary institution which is a financial
institution that connects between parties who have excess funds to parties who
are in need of funds through financial services. One of focuses on this research
is liquidity risk. The purpose of this study is to analyze the effect of non-
performing loans, net working capital, return on assets, capital adequacy ratio
and size against liquidity risk in conventional banks in Malaysia and Indonesia
in 2011-2015.

The population in this research are banks that included in Badan Usaha
Milik Negara (BUMN) and foreign banks which are sorted by using purposive
sampling method. The total research population is 32 banks consisting of 24
samples of conventional banks in Indonesia and 8 samples of conventional
banks in Malaysia.

The results showed that non performing loans and capital adequacy
ratio do not affect liquidity risk in both models. While return on assets has a
positive and significant impact on liquidity risk of conventional banks in
Indonesia and has no effect on conventional banks in Malaysia. Variable net
working capital does not affect liquidity risk in conventional banks in
Indonesia while banks in Malaysia have positive and significant effect. And
variable size has no effect on liquidity risk in Indonesia and has a significant
negative effect on conventional banks in Malaysia.

Chow test shows that there are differences in the management of
liquidity risk between conventional banks located in Indonesia and Malaysia.
With the value of F 5.018 and F table with df 6 and 148 is 2.16 then the
hypothesis is accepted where the result of chow test is 5.018 and greater than
2.16.
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