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FOREWORD

Alhamdulillah, praise be to Allah Subhanahu Wa Ta'ala for granting us the opportunity to
organize and publish the proceedings of the 3" International Conference on Business and Banking
Innovations (ICOBBI) with the topic “Unlocking New Marketing Strategies on ASEAN After Covid-
19 Pandemic”. This proceeding contains several researches articles from many fields in Business &
Marketing, Banking & Sharia Banking, Accounting & Financial Management, Human Resources
Management, Operations Management, Investasi, Insurance & Capital Market, Strategic
Management, Technology Management, and Information System.

The 3™ International Conference on Business and Banking Innovations was held on 6" — 71
March 2021 by virtual (online) meeting and organized by the Master Management Study Program
of STIE PERBANAS Surabaya in Collaboration with three Higher Education Institutions in
Indonesia and two Universities from Asia countries. Keynote speakers in this conference were: Prof.
Jessa Frida T Festijo (Lyceum of the Philippines University), Prof. Krisda Tanchaisak, Ph.D
(Ramkhamhaeng University Thailand) and Burhanudin, Ph.D (Head of Undergraduate Program In
Management of STIE Perbanas Surabaya, Indonesia).

I would like to give high appreciation to the Rector of STIE Perbanas Surabaya for his support
at this event. Acknowledgments and thank you to all the steering and organizing committees of the
ICOBBI for the extra ordinary effort during the conference until this proceeding published. Thank
you very much to all presenter and delegates from various Universities. Beside it, I would like to
express our gratitude to the three universities, namely Universitas 17 Agustus Surabaya, STIE 66
Kendari, Institut Institut Bisnis dan Keuangan Nitro Makassar which has been the co-host of this
event.

Hopefully, the proceeding will become a reference for academics and practitioners, especially
the business and banking industry to get benefit from the various results of the research field of
Business and Banking associated with Information Technology. Proceedings also can be accessed
online on the website https://pascasarjana.perbanas.ac.id.

Chair of the Master Management Study Program
STIE Perbanas Surabaya

Prof. Dr. Tatik Suryani, M.M.
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THE EFFECT OF THE COVID-19 PANDEMIC ON
FINANCIAL PERFORMANCE IN THE INDONESIAN
BANKING SECTOR
Arfiana Dewi', Elliv Hidayatul Lailiyah?, Rita Nataliawati®, Mokhtar Sayyid*

1234 ITB Ahmad Dahlan Lamongan, Jalan KH. Ahmad Dahlan Ne 41, Lamongan, 62113, East of Java,
Indonesia

Email: darfiana@ 26 @ gmail.com

ABSTRACT
The Covid-19 pandemic weakened the Indonesian economy which led to a decline in financial performance.
The weakening of a country's economy has an impact on the banking sector industry because banks function
as financial intermediary institutions. This study aims to analyze the impact of the Covid-19 pandemic on
financial performance in the banking sector listed on the Indonesia Stock Exchange (IDX). The sample of this
research used 27 companies listed on the IDX main board for the period 2019 and 2020. Data analysis used the
Wilcoxon Signed Rank Test by comparing financial performance (ROA,ROE, BOPO, and NIM) obtained from
banking quarterly reports. The results showed that there were differences between the 2nd quarter of 2019 (the
period before the pandemic) and the 2nd quarter (the period during the pandemic) for financial performance
other than using BOPO. Meanwhile, the difference in financial performance during the pandemic (quarter 2
and quarter 3) shows no difference, however, BOPO shows a difference. Furthermore, this study also compares
the financial performance of the 3rd quarter for the period before the pandemic and the period during the
pandemic which results in differences in financial performance for all indicators. These results imply for
investors to consider investing in the banking sector during a pandemic and for regulators to formulate
appropriate policies for the banking sector during a pandemic.

Keywords: ROA, ROE, BOPO, NIM
pandemic [4]. Wahyudi's research (2020) shows

1. INTRODUCTION that banking performance during the pandemic has
fluctuated and grown [5].
The world economy has weakened due to the Analysis of the financial performance of banks
Covid-19 pandemic. This also had an impact on the during a pandemic is important because banks have
weakening of the Indonesian economy, in the a responsibility to their stakeholders. Banks are
second quarter of 2020 the Indonesian economy expected to apply the principle of prudence in
experienced a decline of -5.32% , which is different lending (prudent) during this pandemic to
from 2019 in the same quarter experiencing minimize the risks.
economic growth of 505% [1]. The weakening Previous research has confirmed that there are
economy was caused by a decrease in income by differences in financial performance between pre-
all types of businesses and this had an impact on pandemic and during the pandemic, but there are
the banking sector as banks became intermediary statements from regulators that the liquidity side of
institutions in  the ecconomy. Intermediary the banking sector can still be said to be
institutions are the process of purchasing surplus satisfactory. So that it is interesting to conduct
funds from the business sector, government and further research related to whether there are
households, to be channeled to deficit economic differences in the financial performance of the
units [2]. banking sector before the pandemic and during the
pandemic with the quarterly financial report data.
The performance of the banking sector came This research is expected to contribute to decisions
under pressure during the Covid-19 pandemic in that investors and regulators will consider
2020 due to the fact that many corporate companies regarding the banking sector in Indonesia,
were not running normally, however, banking especially during the Covid-19 pandemic.
sector liquidity was still sufficient during the
pandemic [3]. Research by Devi et al. (2020) stated 2. THEORETICAL FRAMEWORK AND
that there was no difference in liquidity before the HYPOTHESES
pandemic and during the pandemic, but this study
stated that there was a difference in profitability in 21 Resource Based Theory (RBT)

the conditions before the pandemic and during the

@ info.mm@perbanas.ac.id
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The company has a competitive advantage to the bank's financial performance is. Net Interest
face its competitors in business. The potential Margin (NIM) shows a bank's ability to generate
resources of companies need to be assessed net interest income by placing earning assets, the
properly due to produce a sustainable competitive greater this ratio indicates the better the bank is in
advantage and profits that suit their business [4]. It generating interest income.

1s important for companies to understand
competitive advantage in their business, especially 22,
in the current state of the Covid-19 pandemic. New
and long-term competitive advantages are needed
to help the company's financial performance in
risky economic conditions [5].

Management is expected to be able to manage
company resources, especially during the
pandemic so that they can stay in business. The
banking sector is a trust institution that must
maintain the trust of stakeholders to run its
business, so it is necessary to innovate to achieve a
sustainable competitive advantage and achieve
appropriate profits during the pandemic in order to
achieve maximum financial performance.

Hypothesis Development

The covid-19 pandemic is detrimental to the
economies of countries in the world, including
Indonesia. Sri Mulyani as Minister of Finance
stated that at the beginning of 2020 the world
economy had fairly good growth but during the
outbreak of the Covid-19 pandemic, namely the
high number of cases affected by Covid1-19 or
entering the second quarter, the world economy
experienced a decline, but the Indonesian economy
was seen still quite good compared to other
countries such as India.

The Financial Services Authority (OJK) as the
Indonesian banking regulator issued a policy to
provide credit/financing relaxation for those

2.1.  Financial performance affected by the pandemic. The regulation aims to
Financial performance is a condition that maintain the stability of the financial and banking
reflects the financial condition of a company based system, because these policies have an impact on
on predetermined objectives, standards and criteria banking performance [8] [9] [10]. The regulator
[6]. Financial performance is analyzed not only for issued this regulation because the performance of
one period but involves several periods to obtain the banking sector was affected by the Covid-19
changes in the trend of a company's financial pandemic. The covid-19 pandemic affects the
performance. Financial performance analysis can financial performance of companies listed on the
be analyzed with financial ratio analysis. IDX including the banking sector, this has been
The analysis of the financial performance ratios proven by previous research [11]. Based on this
of the banking sector in this study uses the ratio of description, the first hypothesis in this study is:
Return on Assets (ROA), Return on Equity (ROE),
Operational Expenditures to Operating Income H1: The Covid-19 pandemic affected financial
(BOPO), and Net Interest Margin (NIM). These performance in the second quarter.
ratios are used in this study to measure the financial
performance of the banking sector in Indonesia The third quarter of 2020 was announced
during the Covid-19 period because it is in regarding the development and approval of the use
accordance with previous research [7] which of the covid-19 vaccine [12]. September 2020,
analyzed the financial performance of banks during Sinopharm vaccine received approval from the
times of crisis. United Arab Emirates (UAE) for use in health care
Return on Asset (ROA) shows the company's workers. In July 2020, the Sinovac vaccine was
ability to generate return on assets used, the greater approved by China to use the vaccine and
the ROA ratio indicates the better the bank is in Indonesia also agreed to use the Sinovac vaccine.
generating profits in utilizing its assets. Return on August 2020, the Gam-Covid-Vac vaccine was
Equity (ROE) shows the company's ability to approved by Russia for use and the vaccine was
generate return on its own capital used, the greater renamed Sputnik V. The development and
the ROE ratio will attract investors to invest in the approval of vaccine use in these countries gave
company because the company can make good use good news to the economy as well as Indonesia.
of the collected capital. BPS stated that the development of the Indonesian
Operational  Expenditures to Operational economy in the third quarter of 2020 compared to
Income (BOPO) is used to measure the level of the previous quarter increased by 5.05 percent (q-
efficiency and the ability of a bank to carry out its to-q) [13]. Based on this description, the second
activities, the smaller the ratio, the more efficient hypothesis in this study is:

- [54] info.mm@perbanas,ac.id
@ Pascasarjana.Perbanas.ac.id @ mmuhw.perbanas @ 0822-4784-5434




H2: The covid-19 pandemic affected the
financial performance of the second and third
quarters during the pandemic.

The third quarter's financial performance is
important to analyze because it has announced and
approved the use of vaccines In various countries

3.1 Population and Sample

The population in this study are all banking
sector companies listed on the IDX in 2019 and
2020. The sample banking sector companies are
companies listed on the IDX main board because
the listed companies have a good track record and
these companies have a size large so that it is more
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including Indonesia. The finance ministry stated
that the third quarter was a turning point for
economic recovery due to improvements in various
sectors [14]. The Central Statistics Agency (BPS)
shows that in the third quarter of 2020 the
Indonesian economy is still lagging behind the
previous year in the same quarter, so further
analysis 1s needed regarding financial performance 32
in the third quarter. Based on this description, the
third hypothesis in this study is:

credible in the eyes of stakeholders.

Another sample criterion is the complete data
on banking sector companies in the OJK during the
2nd and 3rd quarter of 2019 and 2020, so that the
banking sector companies analyzed in this study
are 27 companies.

Research variable
The financial performance in this study uses the
ratio of ROA, ROE, BOPO, and NIM taken from

H3: The Covid-19 pandemic affected financial the OJK. The following is the formula for these

rformance in the third quart e
performance in the tird quarter. Earning or Loss beforetax
ko4 = Total Asset
3. RESEARCH METHODOLOGY ot fisse
Nett Earning
This research uses quantitative research ROE = Fauitv
methods. The data source uses secondary data quity
Whi(‘.‘h‘lists of banks taken from the ‘IDX mai‘n Operational Expense
board in 2019 and 2020. The IDX main board is BOPO = — - - -
c 3 . Financing Firm Operating Income
intended for prospective Issuers or Issuers who
have large sizes and have track records [15]. The
ratio data is taken from OJK's second and third
i Nett Interest Income
quarter data in 2019 and 2020. NIM =

Financing Receivables Average

4. RESULT AND DISCUSSION

4.1.  Deskriptive Statistics

Descriptive statistics are used to provide an
overview of the research. This study uses
descriptive statistics for the minimal value,

maximal value, mean value, and standard deviation
value for each variable.

Table 1. Descriptive Analysis

N Min Max Mean Std. Dev
ROA2_2019 27 02 3.70 14922 1.22544
ROA2_2020 27 02 3.12 1.1804 94295
ROA3_2019 27 .05 3.98 1.5019 1.20207
ROA3_2020 27 .05 3.38 12277 96753
ROE2_2019 27 10 2130 8.1819 6.39076
ROE2_2020 27 09 1941 67819 568613
ROE3 2019 27 30 19.98 8.2552 6.22803
ROE3_2020 27 57 18.63 6.8800 5.50705
BOPO2 2019 27 81 99.37 80.6222 20.16527
BOPO2_2020 27 84 113.08 82.7493 20.33412
BOPO3_2019 27 59.84 99.53 85.6963 12.40284
BOPO3_2020 27  65.57 129.36  88.9826 13.42677

y ! @perbanas.acid
as.ac.id @ mmuhw.perbanas @ 0822-47B4-5434 @ info.mm@perbanas
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NIM2_2019 27 05 7.50 45730 1.66671
NIM2_2020 27 .05 6.93 4.1085 1.76401
NIM3_2019 27 106 7.43 47226 143509
NIM3_2020 27 .58 6.93 4.1874 1.58124

Note: ROA is Return on Asset, ROE is Return on Equify, BOPO is Belanja Operasional
on Pendapatan Operasional, NIM is Net Interest Margin

The minimum score for the ROA ratio is 002 in
the 2nd quarter of 2019 and 2020. The maximum
score is 398 in the 3rd quarter of 2019. The
minimum score for the ROE ratio is 0.09 in the 2nd
quarter of 2020 while the maximum value is 21.30

value of the BOPO ratio was 0.81 in the second
quarter of 2019 while the maximum value was
129.36 in the third quarter of 2020. The minimum
score for the NIM ratio was 0.05 in the second
quarter of 2019 and 2020 while the maximum value

in the 2nd quarter of the year 2019. The minimum of 7.50 was in the second quarter. in 2019.

4.2.  Normality Test
The normality test is used to determine whether

the data is normally distributed or not. If the data is
normally distributed then use the t test but if the

data is not normally distributed then use the
Wilcoxon Signed Rank Test.

Table 2. Normality Test Result

Kolmogorov-Smirnov* Shapiro-Wilk
Statistic df Sig. Statistic df Sig.
ROA2 2019 167 22 003 868 22 007
2020 130 22 002 917 21 000
ROA3 2019 201 22 021 894 22 022
2020 188 22 000 893 21 025
ROE2 2019 187 22 .044 912 22 000
2020 181 22 000 887 21 019
ROE3 2019 180 22 .000 916 22 000
2020 185 22 000 869 21 009
BOPO2 2019 232 22 .003 629 22 000
2020 240 22 003 709 21 000
BOPO3 2019 238 22 .002 704 22 000
2020 161 22 000 949 21 000
NIM2 2019 182 22 056 927 22 106
2020 182 22 069 877 21 013
NIM3 2019 145 22 200" 945 22 253
2020 131 22 200° 918 21 078

Note: ROA is Return on Asset, ROE is Return on Equity, BOPO is Belanja Operasional on
Pendapatan Operasional, NIM is Net Intere st Margin

Based on table 2, it can be seen that the
significance value is below 0.05, which means that
the data is not normally distributed, so the data

cannot be tested with parametric statistics. This
study used a non-parametric test, namely the
Wilcoxon Signed Rank Test.

4.3.  Wilcoxon Signed Rank Test

The Wilcoxon Signed Rank Test is used to show
whether there is a difference or not between 2 groups
of data that are abnormally distributed. The

following are the results of the Wilcoxon Signed
Rank Test for each hypothesis proposed in the study.

Table 3. Wilcoxon Signed Rank Test 2™ Quarter

ROA2_2020 - ROE2_2020 - BOPO2_2020 - | NIM2_2020 -
ROA2_2019 ROE2_2019 BOPO2_2019 NIM2_2019
zZ 2.693° 2367 -1.586° 3658
Asymp. Sig. (2-tailed) 007 018 113 .000
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Note: ROA is Return on Asset, ROE is Return on Equity, BOPO is Belanja Operasional on
Pendapatan Operasional, NIM is Net Intere st Margin

Based on table 3, the results show that the
financial performance in the second quarter before
the pandemic (2019) and during the pandemic
(2020) there are differences except for the BOPO
ratio with a significance value of 0.113. Based on
the hypothesis, it means that the Covid-19 pandemic
has an effect on financial performance in the second

quarter, but not on operating costs on operating
income. The Covid-19 pandemic did not affect the
BOPO ratio, this was possible because banks were
able to maintain operational efficiency and were
able to generate operating income during the Covid-
19 pandemic

Table 4. Wilcoxon Signed Rank Test 3 Quarter and 2™ Quarter
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ROA3_2020 - ROE3_2020 - BOPO3_2020 - NIM3_2020 -
ROA2_2019 ROE2_2019 BOPO2_2019 NIM2_2019
Z -.051° -1.156° -2.547° -1.677°
Asymp. Sig. (2-tailed) 248 014 094
Note: ROA is Return on Asset, ROE is Return on Equity, BOPO is Belanja Operasional on
Pendapatan Operasional, NIM is Net Interest Margin
Based on table 4, the results show that the ratio. This is possible because the development and
financial performance in the third quarter and approval of vaccines has not yet fully affected the
second quarter during the pandemic has no market considering that vaccines have not been
difference except for the BOPO ratio with a carried out directly to the public. The economic
significant value of 0.011. Based on the hypothesis, recovery in the third quarter affected the company's
it means that the Covid-19 pandemic affects the BOPO because the economy started operating and it
financial performance of the second and third required higher operating costs.
quarters during the pandemic only for the BOPO
Table 5. Wilcoxon Signed Rank Test 3" Quarter
ROA3_2020 - ROE3_2020 - BOPO3_2020 — NIM3_2020 —
ROA3_2019 ROE3_2019 BOPO3_2019 NIM3_2019
z -2.718° -2.070° -2.162° -3.856°
Asymp. Sig. (2-tailed) 038 031 000

Note: ROA is Return on Asset, ROE is Return on Equity, BOPO is Belanja Operasional on

Pendapatan Operasional, NIM is Net Intere st Margin

Based on table 5, the results show that the
financial performance in the third quarter before
the pandemic and during the pandemic there are
differences in all ratios. Based on the hypothesis, it
means that the Covid-19 pandemic has an effect on
the financial performance of the third quarter.
There was an economic recovery in the third
quarter of the pandemic, but it is still weak when
compared to the pre-pandemic period in the same
quarter.

5. CONCLUSIONS, IMPLICATIONS,

SUGGESTIONS, AND LIMITATIONS

The conclusion of this research is that the
Covid-19 pandemic has affected financial
performance but the BOPO ratio needs more
attention because in the second quarter BOPO did
any differences and financial

not  show

performance in the third and second quarters
during the pandemic only the BOPO ratio showed
a difference. This study also concluded that
financial performance in the third quarter before
the pandemic or after the pandemic showed a
difference.

The implication of this research is that it has
implications for investors and regulators. Investors
need to consider investing in the banking sector
during a pandemic and regulators need to formulate
appropriate policies for the banking sector during a
pandemic. The suggestion of this research is that it
1s hoped that further research will use more
comprehensive financial performance ratios such
as debt ratios. Future research is also expected to
analyze longer quarters due to the possible lag time
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for the market to respond to vaccine use or other
regulatory policies.
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