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ABSTRACT

This study aims to examine the effect of covid 19 on financial performance, credit risk and efficiency. The
study was conducted on banking companies listed on the IDX in the period 2019 and 2020. The sample was
determined using the purposive sampling method, so that a total sample of 21 banking companies was obtained.
The analytical method used is multiple regression with fixed effect model. The results of this study show that
NPL have no effect on ROA and BOPO has a negative effect on ROA.
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1. INTRODUCTION

Every business company wants to have good financial
performance so that the company can grow and develop and
can provide an optimal level of return for parties with an
interest in the company. Banks are financial intermediaries
that accept deposits and distribute them in the form of credit
(Rose, 2002). Banks according to Law No. 10 of 1998
function as financial intermediaries that collect funds from
the public who have excess funds and distribute funds to
those who need them. The emergence of covid 19 has had
an impact on the business world, including at a later stage
affecting the banking industry.

Banking credit growth was 20%-30% in the 2010s, but the
coronavirus pandemic made banks even more wobbly
(https://keuangan.kontan.co.id/news/begini-nasib-industri-
perbankan-di-saat-pandemi-virus-corona -covid-19,
Tuesday 20 October 2020). Banking credit growth was only
1.5% compared to last year. (Case:
https://www.okezone.com/tren/read/2020/09/24/620/2282
901/lesu-hasil-covid-19-credit-  banking-only-grow-1-5,
Thursday, September 24, 2020).

Credit risk is reflected in non-performing loans. Non-
performing loans which are one of the keys to assessing the
quality of bank performance. Non-performing loans are the
total of all loans that are in the collectibility of substandard,

doubtful, and bad loans. Studies on the effect of credit risk
on bank financial performance show different results.

Based on the results of research by Iftikar and Mubbushar
(2016), NPL has a positive effect on financial performance.
Isanzu (2017) found that npl had a negative effect on
financial performance, but Buchory (2015) did not find the
effect of npl on financial performance. The emergence of
the covid pandemic is suspected to have an impact on bank
credit risk of banks.

Banks must strive to improve efficiency from time to time
so that the company's financial performance can improve.
In managing efficiency, banks need to ensure that
operational costs against operating income are well
controlled. Studies on the effect of efficiency on bank
financial performance show different results. According to
the results of Syaiful and Ayu's research (2019), it shows
that operational efficiency has a positive effect on financial
performance. The opposite result was found by Aspal, et al
(2019) which shows that operational efficiency has a
negative effect on financial performance. The emergence of
the covid pandemic is suspected to have an impact on bank
efficiency.

Based on the background of the problems above, the
following problems can be formulated: 1) Are there
differences in the mean financial performance, credit risk,
and banking efficiency in the period before and during the
COVID-19 period?; 2) Does credit risk have a negative
effect on banking financial performance?; 3) Does
efficiency have a negative effect on banking financial
performance?

2. THEORETICAL REVIEW

Signaling theory is the behavior of company management
in providing a clue or information for investors related to
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management's view on the company's prospects for the
future (Brigham & Houston, 2019). This information is very
important for an investor because it can influence
investment decisions in a company. Managers will provide
information in the capital market so that investors can make
the right decisions.

Financial statements that reflect good performance are a
signal that the company has succeeded in operating its
activities well. If the bank has good financial performance,
the bank will give a positive signal to the public to instill a
good image and gain the trust of the public.

Financial performance is a measure to see how far the
success of the company has carried out its activities. One
indicator of the company's success is reflected in the
company's profit, which in this study is measured by ROA,
as a proxy for measuring banking financial performance
because return on assets can measure the company's
effectiveness in generating profits on its assets. Return on
assets is the ratio of net profit after tax that is used to
calculate the level of income generated from the assets used
by the company (Alexander, 2018). The higher the ratio of
return on assets indicates that the better the financial
performance of the company.

Credit risk is reflected in non-performing loans. Non-
performing loans according to BASEL II define that a loan
is considered uncollectible if the loan is not repaid for 90
days (Ozatac, 2019). Credit risk or non-performing loans
will be faced by banks when customers fail to pay debts or
credit they receive at maturity (Sudiyatno, 2013). Based on
Bank Indonesia Regulation Number 20/8/PBI/2018, non-
performing loans consist of substandard loans, doubtful
loans, and bad loans. A bank is said to be healthy if it has a
number of non-performing loans <5% of the total loans
disbursed.

An efficient company will be able to improve its financial
performance. Banking efficiency in its operational activities
can be carried out by banks by reducing operating expenses
and increasing operating income, or more commonly
known as BOPO. Operating expenses for operating income
(BOPO) can be measured by dividing operating expenses
by operating income. Operational efficiency is considered
to have good performance if the value is below 90%.
Meanwhile, the efficiency of a bank is said to be low or not
good if it is more than 90% and close to 100%. Bank
Indonesia sets the standard operating efficiency ratio that is
tolerated at a maximum of 93.52%.

The hypotheses in this study were made for, 1) testing the
mean difference in financial performance, credit risk, and
efficiency before covid 19 and during covid and 2) testing
multiple linear regression (Multiple Regression Analysis).
The hypothesis for the difference tests are:

Ho : There are no differences means in financial
performance, credit risk, and efficiency before and during
covid 19.

Ha : There are differences means in financial performance,
credit risk, and efficiency before and during covid 19.

To measure the future financial performance of banks,
companies must have the right benchmarks in calculating
future prospects. This can be done by minimizing the risk
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of non-performing loans such as substandard, doubtful, and
non-performing loans owned by banks. The risk of non-
performing loans is the company's benchmark because it is
directly related to the soundness of banks. The larger the
non-performing loans, the lower the financial performance
of banking companies. Therefore, testing multiple linear
regression (Multiple Regression Analysis). a hypothesis
about NPL is formed:

H1: Credit risk has a negative effect on Banking Financial
Performance.

Banks must regulate operational costs against operating
income in such a way that there is efficiency and
effectiveness in the financing cycle carried out by banks.
Operational efficiency greatly affects the financial
performance of banks, this is because the greater the costs
incurred for banking operational activities (the more
inefficient) the bank will experience a decrease in income
which has an impact on the decline in banking financial
performance. On the other hand, the smaller the costs
incurred for banking operations (the more efficient) it will
have an impact on increasing the financial performance of
banks. Based on this, the hypothesis is formulated as
follows:

H2: Operational Efficiency has a positive effect on Banking
Financial Performance

3. RESEARCH METHOD

The objects of this research are banking companies listed on
the Indonesia Stock Exchange (IDX) in the period before
covid 19 and during the covid 19 period, banking companies
that publish financial reports using the December 31
financial year, banking companies that have complete data.
Sources of research data were obtained from the official
website of the Indonesia Stock Exchange www.idx.co.id
and the websites of each company. The sample used in this
study were 21 banking companies. The method used in the
sample selection technique in this study is purposive
sampling because the sampling technique used can be
adapted to the research objectives based on the criteria
established by various considerations. The following are the
criteria for selecting the sample in this study:

a. Banking companies that have been listed on the
Indonesia Stock Exchange (IDX) in the period before
COVID-19, namely 2019 and during the Covid-19
period, namely 2020.

b. Banking companies that have financial statements using
Rupiah (IDR).

¢. Banking companies that have complete data

This study consists of the dependent variable and the
independent variable. In the different test, the dependent
variable is financial performance during the COVID-19
period, namely 2020 and the independent variable is
financial performance before Covid 19, namely 2019. In the
multiple regression test the dependent variable is financial
performance, and the independent variable consists of credit
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risk proxied by Non Performing Loan (NPL) and Efficiency
as proxied by Income Operating Expenses (BOPO). The
operationalization of the variables is described in table 2 in
the appendix of this study. The multiple linear regression
equation used is as follows:

ROA =a + 1 NPL + 2 BOPO + DCOVID + ¢

4. ANALYSIS AND DISCUSSIONS

The descriptive statistics of this study in table 1 in the
appendix show that ROA has an average of 1.274% in the
2019-2020 period, with a maximum value of 4% found at
Bank BCA in 2019, while the minimum value is -0.187%
found at Bank Harda International. NPL. has an average of
1.92% in the 2019-2020 period, with a maximum value of
4.96% found at bank Victoria in 2020, while a minimum
value of 0.4% found at bank BTPN in 2019. BOPO has an
average of 82.69% in the 2019-2020 period, with a
maximum value of 116.84% found in Harda International
bank in 2020, while a minimum value of 33.6% found in
QNB bank in 2019.

The correlation between variables as shown in table 2 shows
a value smaller than 0.8. This means that there is no
correlation between the independent variables. In other
words, this research is free from multicollinearity
symptoms.

The mean ROA in 2019 was 1.3 and in 2020 it was 1.27.
Mean NPL in 2019 was 2.03 and in 2020 was 1.8. The mean
BOPO in 2019 was 80.53 and in 2020 it was 81.083. It can
be concluded that there is a difference in the average (mean)
ROA, NPL and BOPO. This results are reinforced by the
results of the different tests in tables 3, 4 and 5. Table 3
shows that the probability value is below 5%, so Ho is
rejected, meaning that the average ROA before Covid and
during Covid is statistically significant.Table 4 shows that
the probability value is below 5%, so Ho is rejected,
meaning that the average NPL before Covid and during
Covid is statistically significant. Table 5 shows that the
probability value is below 5%, so Ho is rejected, meaning
that the average BOPO before Covid and during Covid is
statistically significant.

Multiple linear regression analysis with random effect
model is shown in Table 8. The research data were normally
distributed and this study was free from multicollinearity,
heteroscedasticity and autocorrelation.

Based on the results of the regression equation analysis in
the table 6, the following regression equation is obtained:
ROA=0,0768-0,1556NPL-0,0730BOPO-0,0008DCOVID
Based on Table 8 Credit risk as proxied by NPL shows a
negative but not significant result on financial performance
as proxied by ROA. This means that credit risk as proxied
by NPL has no effect on financial performance as proxied
by ROA, so H1 is rejected. This shows that the average NPL
in 2020 compared to 2019, has not been able to increase
banking ROA. NPL has no effect on ROA. The declining
mean NPL in 2020 compared to 2019 indicates that banks
are following the Financial Services Authority's policy
regarding issuing basic policies in the midst of a pandemic
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to support businesses as well as the banking sector as stated
in POJK No. 11/POJK.03/2020 concerning Economic
Stimulus as a Countercyclical Policy on the Impact of the
2019 Coronavirus Disease Spread in the banking industry.
BOPO is shown in table 8. It shows a significant negative
result on ROA. The smaller the BOPO value, the more
efficient banking operations are. This shows that the
efficiency proxied by BOPO which has a negative value,
which means that the operational efficiency of the bank is
positive, affects the financial performance as proxied by
ROA, meaning that the more efficient the bank's operations,
the higher the financial performance so that H2 is accepted.
This study's results are in line with the results of Dewi and
Bajra's (2020) research which found that BOPO had a
negative effect on ROA.

S. CONCLUSION

The conclusions of this study are as follows:

a. There is a difference in the average (mean) ROA, CAR,
NPL, LDR and BOPO before covid 19 with the time of
covid 19.

b. Capital adequacy as proxied by CAR has no effect on
financial performance as proxied by ROA.

c. Creditrisk as proxied by NPL has no effect on financial
performance as proxied by ROA.

d. Liquidity risk proxied by LDR has a positive effect on
financial performance as proxied by ROA.

e. Efficiency as proxied by BOPO on financial
performance as proxied by ROA has a negative effect or
the lower BOPO is, the more efficient it is, so efficiency
has a positive effect on financial performance.

The limitations of this study are:

a. Not all banks have published financial reports and
annual reports for 2020. It is hoped that further research
can use more complete data.

b. The variables studied were only CAR, NPL, LDR and
BOPO on ROA. It is hoped that further research will use
more variables.

c. Only using data before covid 2019 and the period of
covid 2020. It is hoped that further research can extend
the research period.

REFERENCES

[1] Ajija dkk (2019). Cara Cerdas Menguasai Eviews.
Jakarta: Salemba Empat.

[2] Alexander, J. (2018). Financial Planning & Analysis
and Perfomance Management. Manhattan: Wiley.

[3] Aspal, P. K., Dhawan, S., & Nazneen, A. (2019).
Significance of Bank Specific and Macroeconomic
Determinants on Performance of Indian Private Sector
Banks. [International Journal of Economics and
Financial Issues, 9(2), 168.

769



ATLANTIS

PRESS

[4] Bessis, J. (2015). Risk Management in Banking.
United Kingdom: Wiley.

[5] Brigham, E., & Houston, J. (2018). Fundamentals of
Financial Management, Concise Eight Edition. Mason:
South-Western Cengange Learning.

[6] Buchory, A. H. (2015). Banking Intermediation,
Operational Efficiency and Credit Risk in The Banking
Profitability. Proceeding- Kuala Lumpur International
Business, Economics and Law Conference 7, 2(1), 51.

[7] Darwis, M., Widarko, A., & Salim, A. (2018).
Pengaruh Capital Adequacy Ratio, Non Performing
Loan, Loan to Deposit Ratio, Suku Bunga SBI Terhadap
Kinerja Keuangan Perbankan. August, 120—132.

[8] Dewi, A. S. (2017). Pengaruh CAR, BOPO, NPL,
NIM, dan LDR terhadap ROA pada Perusahaan di Sektor
Perbankan yang Terdaftar di BEI Periode 2012-2016.
Jurnal Pundi, 1(3), 223-236.

[9] Doloksaribu, Tio Arriela. (2012). Pengaruh Rasio
Indikator Tingkat Kesehatan Bank
TerhadapPertumbuhan Laba Perusahaan Perbankan Go
Publik.

[10] Fadun, O., & Oye, D. (2020). Finance & Banking
Studies Impacts of Operational Risk Management on
Financial Performance: A Case of Commercial Banks in
Nigeria.

[11] Goddard, J., & Wilson, O. S. J. (2016). Banking: A
Very Short Introduction. United Kingdom: Oxford
University Press.

[12] Iftikhar, M. (2016). Impact of Credit Risk
Management on Financial Performance of Commercial
Banks of Pakistan. University of Haripur Journal of
Management (UOHJM), 1(2), 110-125.

[13] Isanzu, S. J. (2017). The Impact of Credit Risk on
the Financial Performance of Chinese Banks. Journal of
International Business Research and Marketing, 2(3),
14-17.

[14] Jensen, M.C., Meckling, W. H. (1976). Theory of
the Firm: Managerial Behavior, Agency Cost and
Ownership  Structure. New York: North-Holland
Publishing Company

[15] Lemiyana. (2017). Analisis Komparasi Kinerja
Keuangan Perbankan Konvensional dan Perbankan
Syariah (Studi kasus PT Bank Negara Indonesia, Tbk

Advancesin Social Science, Education and Humanities Research, volume 655

dan PT Bank Negara Indonesia Syariah, Tbk). I-Finance,
1(1), 53-66.

[16] Lukitasari, Y. P., & Kartika, A. (2015). Analisis
Pengaruh Dana Pihak Ketiga, Bopo, Car, Ldr Dan Npl
Terhadap Kinerja Keuangan Pada Sektor Perbankan
Yang Terdaftar Di Bursa Efek Indonesia. Students’
Journal of Accounting and Banking, 4(1), 28-39.

[17] Mishra, S. (2019). Cross-impact of leverage and
firm performance : developed vs frontier bank-based
economies. Managerial Finance, 45(8).

[18] Mohmand, A. L. I. M. (2016). Evaluating Monetary
Performance of Banking Sector: A Case Study of
Afghanistan Banks. University of Haripur Journal of
Management (UOHJIM), 1(2), 76-86.

[19] Natalia, P. (2015). Analisis Pengaruh Risiko Kredit,
Risiko Pasar, Efisiensi Operasi, Modal, dan Likuiditas
Terhadap Kinerja Keuangan Perbankan. Jurnal
Ekonomi, Manajemen Dan Perbankan, 1(2), 62-73.

[20] Ongore, V., & Kusa, G. (2013). Determinants of
Financial Performance of Commercial Banks in Kenya.
International Journal of Economics and Financial Issues,
3(1),237-252

[21] Ozatac, Nesrin. (Eds.). (2018). Emerging Trends in
Banking and Finance. Switzerland: Springer.

[22] Peraturan Bank Indonesia Nomor: 20/8/PB1/2018

[23] Prasetiono, Eka Ajeng K. (2016). Pengaruh Struktur
Pasar, Bank Size, Inflasi dan Gross Domestic Product
Terhadap Kinerja Bank di ASEAN 5 ( Studi Kasus Bank
Komersial di ASEAN 5 Periode Tahun 2007-2014 ).
Diponegoro Journal of Management, 5, 1-12.

[24] Saiful, S., & Ayu, D. P. (2019). Risks Management
and Bank Performance: the Empirical Evidences From
Indonesian  Conventional and Islamic  Banks.

International Journal of Economics and Financial
Issues, 9(4), 90-94.

[25] Sekaran, U., & Bougie, R. (2016). Research
Methods for Business (Seventh Ed). West Sussex: John
Wiley & Sons Ltd.

[26] Sudiyatno, Bambang & Fatmawati, Asih. (2013).
Pengaruh Risiko Kredit dan Efisiensi Operasional
terhadap Kinerja Bank (Studi Empirik pada Bank yang
Terdaftar di Bursa Efek Indonesia). Jurnal Organisasi
dan Manajemen. Vol.9 No.1.

770



ATLANTIS

PRESS Advances in Social Science, Education and Humanities Research, volume 655

[27] Suganya, S. J., & Kengatharan, L. (2018). Specific
factors and financial performance of domestic licensed
commercial banks in Sri Lanka. SCMS Journal of Indian
Management, 15(2), 5-12.

[28] Suhardiyah, M. (2017). Pengaruh Ukuran
Perusahaan, Leverage dan Debt to Equity Ratio
Terhadap Kinerja Keuangan Pada Perusahaan Perbankan
Pemerintah di Bursa Efek Indonesia. Jurnal Manajemen
Dan Riset Akuntansi Global, 02(01), 51-60.

[29] Watanabe, T., Uesugi, L., & Ono, A. (2015). The
Economics of Interfirm Networks. Tokyo: Springer.

[30] www.idx.co.id

[31] Yahya, A. T. (2017). the profitability of Islamic
banks : an empirical evidence ” The impact of political
instability , macroeconomic and bank-specific factors on
the profitability of Islamic banks : an empirical evidence.
Investment Management and Financial Innovations,
14(4).

[32] Fahmi, 1. (2014). Financial Statement Analysis.
Bandung: Alfabeta.

[33] Ghozali, I. & Ratmono, D. (2018). Analisis
Multivariat dan Ekonometrika: Teori, Konsep, dan
Aplikasi dengan EViews 10. Semarang: Badan Penerbit
Universitas Diponegoro.

771


http://www.idx.co.id/




