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banks that go public and publish reports at the financial services
authority (OJK) in the second quarter of 2019 to the first quarter of
2021, using the difference-in-difference method. The results of the
study show that in the CAR, LDR and ROA ratios there are
significant differences in bank financial performance before and
during the Covid-19 pandemic.

INTRODUCTION
Background of the problem

The existence of banks in a country has a very important role. In modern people’s lives, most of them
use the services of the banking sector. This is because the banking sector has a main function, namely
as a financial intermediary between community economic units with a surplus of funds and economic
units with a deficit of funds.In article 1 of law no. 21 of 2008, it is stated that a bank is a business
entity that collects public funds in the form of savings and distributes them to the public in the form
of credit or other forms in order to increase the living standards of the common people. At this time
globalization causes a change that is so fast. In the economic field, where the market was originally
partitioned into a unified market that eliminates physical barriers, whether region, region, country or
continent. However, the global economy is currently receiving a very harsh warning from the
pandemic that has occurred in almost all countries in the world, including Indonesia. Corona virus
disease 2019 (Covid-19) is a new corona virus which in this group of viruses is only found in
animals.

The business sector in Indonesia continues to be negatively impacted by the pandemic, such as the
performance of companies engaged in property, tourism, manufacturing, automotive, finance and
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even MSMEs. Behind the slump in the financial sector, there is still one sector that still has stable
performance when compared to other sectors, namely banking.

Research purposes

The purpose of this research is to:

1. Analyzing the differences in the Capital Adequency Ratio before and during the Covid-19
pandemic at Banks listed on the Indonesia Stock Exchange (IDX).

2. Analyzing the differences in the Loan to Deposit Ratio before and during the Covid-19 pandemic
at Banks listed on the Indonesia Stock Exchange (IDX).

3. Analyzing the differences in Non-Performing Loans before and during the Covid-19 pandemic at
Banks listed on the Indonesia Stock Exchange (IDX).

4. Analyzing the differences in Operating Expenses to Operating Income before and during the
Covid-19 pandemic at Banks listed on the Indonesia Stock Exchange (IDX).

5. Analyzing the differences in Return On Assets before and during the Covid-19 pandemic at
Banks listed on the Indonesia Stock Exchange (IDX).

THEORETICAL BASIS
Financial performance

According to Mahmudi (2019: 45) determining performance measures is to assess success or failure
in achieving the set performance targets and organizational goals. In addition, these performance
measures are also intended to provide direction or milestones to what extent organizational goals are
achieved.

Financial Ratios

According to Kasmir (2015) Financial ratios are activities of comparing the numbers in the financial
statements by dividing one number by another.

Capital Adequacy Ratio (CAR)

According to Taswan (2016) the capital adequacy ratio is the ratio of bank performance to measure
the adequacy of capital owned by a bank to support assets that contain or generate risk.

Loan to Deposit Ratio (LDR)

According to Binti Nur and Asiya (2014) Loan to Deposit Ratio (LDR) is a comparison between
financing provided by banks and third party funds that have been successfully collected by banks.

Non-Performing Loans (NPL)

According to the Indonesian Bankers Association (2014) Non Performing Loan (NPL) is a
comparison between problem financing and total financing.

Operating Costs to Operating Income (BOPO)

According to Boy Loen and Sonny Ericson (2008), the ratio of operating expenses to operating
income (BOPOQ) is the ratio used to measure the level of efficiency and ability of a bank to carry out
its operational activities.

Model and Research Hypothesis
Research Model
Figure 1 displays the model from this study.
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Figure 1. Research Framework Model
Source: Literature Reviews, 2021
Research Hypothesis

Based on the background and objectives of this research, a hypothesis can be formulated regarding
the analysis of differences in bank financial performance before and during Covid-19, namely:

H1: It is suspected that there is a difference in the Capital Adequacy Ratio in the Bank's financial
performance before the Covid-19 pandemic and during the Covid-19 pandemic.

H2: It is suspected that there is a difference in the Loan to Deposit Ratio in the Bank's financial
performance before the Covid-19 pandemic and during the Covid-19 pandemic.

H3: It is suspected that there is a difference in Non-Performing Loans in the financial performance of
banks before the Covid-19 pandemic and during the Covid-19 pandemic.

H4: It is suspected that there is a difference between Operational Costs and Operating Income in the
Bank's financial performance before the Covid-19 pandemic and during the Covid-19 pandemic.

H5: It is suspected that there is a difference in Return On Assets in the Bank's financial performance
before the Covid-19 pandemic and during the Covid-19 pandemic.

RESEARCH METHODS

The type of research used in this research is quantitative research. Quantitative research is research
that emphasizes its analysis on numerical/numerical data (Azwar, 2014: 126). This study also
explains descriptively, which aims to describe the subject and research object based on the data
concerned (Azwar, 2014: 126). The data used in this study is secondary data in the form of financial
reports for the second quarter, third quarter, fourth quarter in 2019, first quarter, second quarter, third
quarter, fourth quarter of 2020, and first quarter of 2021 published by the Financial Services
Authority (OJK). OJK) as a form of reporting on the banking sector in Indonesia.

This study took the population used in this study, namely 45 banks registered as banks on the official
website of the Indonesia Stock Exchange (IDX). In this study the sampling technique was purposive
sampling which was chosen as a representative of banks in Indonesia because not all samples had
criteria that matched the phenomenon under study, in this case there were 32 banks. The stages of the
data analysis method used in this study are the Difference-in-Difference method, the researchers
identified 32 banks by comparing their financial performance before and during the Covid-19
pandemic.
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RESULTS AND DISCUSSION
Research Instrument Test
Normality test

The initial stage in conducting this research is to calculate all the variables used for each
pharmaceutical company, namely as many as 5 variables consisting of CAR (X1), NPL (X2), BOPO
(X3), LDR (X4), ROA (X5),). The results of the normality test at conventional banks are as follows:

Table 1.Normality test

Indicator Exact Sig.(2-tailed) | Information D'Stgrllbu“
CAR before Covid-19 0.161 P>0.05 Normal
NPL before Covid-19 0.599 P>0.05 Normal
BOPO before Covid-19 0.152 P>0.05 Normal
LDR before Covid-19 0.124 P>0.05 Normal
ROA before Covid-19 0.101 P>0.05 Normal
CAR During Covid-19 0.300 P>0.05 Normal
NPL During Covid-19 0.826 P>0.05 Normal
BOPO During Covid-19 0.063 P>0.05 Normal
LDR During Covid-19 0.042 P>0.05 Normal
ROA During Covid-19 0.106 P>0.05 Normal

Source: Processed data, 2021

Based on the results of the table it can be concluded that the CAR variable before Covid-19 showed
an Exact Sig(2-tailed) value of 0.161 and the CAR variable during Covid-19 showed an Exact Sig(2-
tailed) value of 0.300 which means CAR > 0.05 and normally distributed.a

The NPL variable before covid shows an Exact Sig(2-tailed) value of 0.599 and the NPL variable
during Covid-19 shows an Exact Sig(2-tailed) value of 0.826 which means NPL >«0.05 and
normally distributed.

The BOPO variable before covid showed an Exact Sig(2-tailed) value of 0.125 and the BOPO
variable during Covid-19 showed an Exact Sig(2-tailed) value of 0.063 which means BOPO > 0.05
and is normally distributed.a

The LDR variable before covid shows an Exact Sig(2-tailed) value of 0.124 and the LDR variable
during covid-19 shows an Exact Sig(2-tailed) value of 0.063 which means LDR > 0.05 and is
normally distributed.«

The ROA variable before covid shows an Exact Sig(2-tailed) value of 0.101 and the ROA variable
during Covid-19 shows an Exact Sig(2-tailed) value of 0.106 which means ROA > 0.05 and is
normally distributed.a

Descriptive Analysis

Descriptive analysis is used to describe research data which includes bank financial performance
before and during Covid-19, namely with the variables Capital Adequacy Ratio (CAR), Non-
Performing Loans (NPL), Operating Expenses to Operating Income (BOPO), Loan to Deposit Ratio (
LDR), Return on Assets (ROA). The results of descriptive analysis research on conventional banks
are as follows:
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Graph 1. Comparison of Average CAR, NPL, ROA, BOPO and LDR
Conventional Banks Before Covid-19 and During Covid-19 (%)
Source: Processed data, 2021

In graph 1, it can be seen that the CAR before Covid-19 was 21.06%, lower than the CAR during
Covid-19, which was 22.37%. Seen from a long distance, it turns out that Covid 19 makes CAR high,
where the better the capital capacity of a bank, the better the health of the bank.

Based on graph 1, it can be seen that the NPL before Covid-19 was 3.50%, lower than the NPL
during Covid-19, which was 3.66%. The Covid-19 pandemic has affected NPLs to rise, the higher the
NPL, the worse the bank's health, this shows that banks are experiencing problems in financing.

Based on the results in graph 1 above, it can be seen that the ROA before Covid-19 was 1.14%,
which was 1.14% higher than the ROA during Covid-19, which was 0.74%. This shows that the
Covid-19 pandemic has affected the ROA of conventional banks to become less healthy because the
lower the ROA value, the more unhealthy the bank's financial performance will be.

In chart 1 it can be seen that the BOPO before Covid-19 was 86.95% lower than the BOPO during
Covid-19 which was 91.79%. The Covid-19 pandemic has made conventional banks' BOPO less
healthy, because the higher the BOPO value, the more inefficient the bank's operational costs are.

Based on graph 1 it can be seen that the LDR before covid-19 was 84.36% higher compared to the
LDR during covid-19 which was 79.82%. The Covid-19 pandemic has made LDR at conventional
banks better than before Covid-19, because the lower the LDR value the healthier the conventional
bank LDR.

Hypothesis Test
Difference-in-Difference (DID)

Difference-in-Difference(DID) is used to determine the impact of the covid-19 pandemic on banking
financial performance by requiring it to be in two time periods, namely before and during the covid-
19 pandemic. The research results from Difference-in-Difference are as follows:

Table 2. Results of DID analysis on CAR

Outcome Var. CAR S. Err. |t] P>|t|
before
control 2,893
treated 3,728
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Diff (TC) 0.835 0.082 10.18 0.000***
After
control 7,067
treated 7,667
Diff (TC) 0.600 0.078 7.69 0.000***
Diff-in-Diff -0.235 0.113 2.08 0.040**

Note: ***significant 1%, **significant 5%, *significant 10%
Source: Processed data, 2021

In Table 2, it can be seen that the results of the Difference-in-Difference analysis on the Capital
Adequacy Ratio (CAR) before Covid-19 and during Covid-19, the Covid-19 pandemic had a
significant decreasing effect on the Capital Adequacy Ratio (CAR) as can be seen seen from the
table.

Table 3. Results of DID analysis on LDR

Outcome Var. LDR S. Err. t] P>|t|
before
control 59,423
treated 59,783
Diff (TC) 0.360 0.101 3.57 0.001***
After
control 20,662
treated 21,420
Diff (TC) 0.758 0.070 10.89 0.000***
Diff-in-Diff 0.398 0.123 3.25 0.002***

Note: ***significant 1%, **significant 5%, *significant 10%
Source: Processed data, 2021

In table3, it can be seen that the results of the Difference-in-Difference analysis on the Loan to
Deposite Ratio (LDR) before Covid-19 and during Covid-19 show that the presence of the Covid-19
pandemic has had a significantly increased impact on the Loan to Deposite Ratio (LDR) in
conventional banks.

Table 4. DID Analysis Results on ROA

Outcome Var. ROA S. Err. |t] P>|t|
before
control 0.599
treated 1.302
Diff (TC) 0.703 0.102 6.92 0.000***
After
control 0.836
treated 1,283
Diff (TC) 0.448 0.064 7.05 0.000***
Diff-in-Diff -0.255 0.120 2.13 0.035**

Note: ***significant 1%, **significant 5%, *significant 10%
Source: Processed data, 2021

In table 4, it can be seen from the results of the Difference-in-Difference analysis on Return of Assets
(ROA) that it proves that the presence of the Covid-19 pandemic in Indonesia has had a significant
decreasing effect on the Return of Assets (ROA) in conventional banks.
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CONCLUSIONS AND RECOMMENDATIONS
Conclusion
The conclusions that can be drawn from this research are as follows:

1. There is a difference in the Capital Adequacy Ratio (CAR) in the bank’s financial performance
before the Covid-19 pandemic and during the Covid-19 pandemic. Judging from the average
value of CAR, it is still at the minimum limit of CAR, so it is still said to be healthy. The results
of this study provide evidence that banks in Indonesia during the pandemic were still able to
survive.

2. There are differences in the Loan to Deposit Ratio (LDR) in bank financial performance before
the Covid-19 pandemic and during the Covid-19 pandemic. Judging from the average LDR value,
it is still at the minimum LDR limit, so it is said to be healthy. The results of this study provide
evidence that banks in Indonesia during the pandemic were still able to survive.

3. There is no difference in Non-Performing Loans (NPL) in bank financial performance before the
Covid-19 pandemic and during the Covid-19 pandemic. Judging from the average NPL value, it
is still at the minimum NPL limit, so it is said to be healthy. The results of this study provide
evidence that banks in Indonesia during the pandemic were still able to survive.

4. There is no difference in Operational Costs to Operating Income (BOPO) in the bank's financial
performance before the co-19 pandemic and during the co-19 pandemic. Judging from the
average BOPO value, it is still at the minimum BOPO limit, so it is said to be healthy. The results
of this study provide evidence that banks in Indonesia during the pandemic were still able to
survive.

5. There is a difference in Return on Assets (ROA) in bank financial performance before the Covid-
19 pandemic and during the Covid-19 pandemic. Judging from the average ROA value, it has
crossed the minimum ROA threshold so it is said to be quite healthy. The results of this study
provide evidence that banks in Indonesia during the pandemic were still able to survive.

Suggestion
1. For Banking.

From this research, it can be seen that the financial performance ratios of banks in Indonesia during
the Covid-19 pandemic were still very good, but still experienced fluctuations every quarter, so it was
highly hoped that banks could continue to improve their financial performance by taking into account
the existing ratios.

2. For further researchers.

This study has limitations, namely only using banking financial performance ratios, which in general
are CAR, NPL, LDR, BOPO, ROA. However, there are still many financial performance ratios for
further researchers that can be used as banking assessments such as NIM and LAR.
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