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Financial performance in a bank can be measured by return on assets.
Return on assets can be used to measure the effectiveness of a
company in achieving profits by utilizing its assets. This study aims
to determine the effect of NPL, LDR, CAR, Bank Size, and BOPO on
financial performance. This study also aims to determine the effect of
the Covid-19 pandemic before and during the COVID-19 pandemic.
This research was conducted on banking companies listed on the
Indonesia Stock Exchange (IDX) for the period 2016 - 2020. The
sample was determined using the purposive sampling method and
the number of samples selected was 37 banks. The data collection used
is secondary data. The data analysis technique used is Penel data
regression analysis. The results of the analysis of this study indicate
that the first hypothesis is found that credit risk has a negative and
significant effect on financial performance. The second hypothesis
finds that liquidity risk has a negative and insignificant effect on
financial performance. And the third hypothesis is that it is found that
capital has a negative and significant effect on financial performance.
The results of the fourth test of the four control variables have a
positive and significant effect on financial performance, the fifth
hypothesis has a negative and significant effect on financial
performance. Subsequent research results from 37 banks showed that
CAR had differences in financial performance before and during the
COVID-19 period, while NPL, LDR, Bank Size.
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INTRODUCTION

At the beginning of 2020 the whole world was shocked by a virus known as the Corona Virus or by
another name, namely Covid-19, where the Corona Virus first appeared in Wuhan, China at the end
of 2019. Covid-19 quickly spread throughout the world including Indonesia. The entry of the Covid-
19 outbreak into Indonesia was announced on March 2, 2020. Since then the number of cases affected
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by Covid-19 has continued to increase every day (Riftiasari & Sugiarti, 2020).

The rapid spread of the Covid-19 outbreak has had an impact on the Indonesian economy,
especially the banking sector. Banks as financial institutions, in order to operate optimally, banks are
required to maintain stable financial performance. The condition of a company can be seen from the
company's performance. The most widely used parameter to assess a company's performance is the
financial approach of the financial statements. The ratio of the financial statements itself is the most
important thing to consider in running a company. And also the financial performance of banks
which will affect the soundness of the bank. To find out the impact of Covid-19 on the health of
banks, it requires objective and precise benchmarks.

By using financial indicators, namely capital adequacy, asset quality, management
competence, earnings quality, and liquidity (CAMEL). The CAMEL framework was developed by
the US central bank in the early 1970s to assist the process of structuring bank checks. since then, the
use of this CAMEL factor evaluates the financial health of banks and is widespread among regulators
(Dzeawuni and Tanko, 2008). Therefore, the benchmark used can refer to the regulations issued by
Bank Indonesia (BI) No.13/1/PBI/2011, No.6/10/PBI/2004 dated April 12, 2004 concerning the
rating system for the soundness of commercial banks. and Bank Indonesia circular letter
No.6/23/DPNP dated May 31, 2004 regarding procedures for researching the soundness level of
commercial banks (Pandia, 2012:224).

According to the book of the Indonesian Bankers Association, liquidity risk can be defined
as the risk due to the inability of banks to meet maturing obligations (Indonesia, 2015). The ability
of bank liquidity can be said to be good if the bank can channel funds to customers and when
customers make withdrawals. On the other hand, if the bank is unable to meet the funds withdrawn
by the customer or the user of the funds cannot return the borrowed funds, there will be liquidity
risk (Ramadanti & Meiranto, 2015). Thus, liquidity risk is the risk of not being able to liquidate in a
timely manner. The liquidity measuring instrument that is often used is the LDR (Loan to Deposit
Ratio) ratio. As according to (Nuryanto et al.,

Capital adequacy is the ability of banks to maintain sufficient capital and the ability of bank
management to identify, measure, supervise, and control the risks that arise that can affect the
amount of bank capital (Cuaca et al., 2020). Capital adequacy is how a bank is able to finance its
activities with its capital ownership (Agustini et al., 2017). The indicator used in measuring capital
adequacy is the Capital Adequacy Ratio (CAR) because this ratio aims to ensure that if a bank suffers
a loss in its activities, the availability of capital owned by the bank is able to cover the loss (Mauliza
& Daud, 2016).

In this study, the focus was carried out with the aim of knowing the effect of credit risk,
liquidity risk and capital adequacy on financial performance. This research was conducted to assist
related parties in seeing the impact of bank health on bank financial performance before and during
the COVID-19 pandemic. The object used is a company in the banking sector listed on the IDX in the
2016-2020 period.

RESEARCH METHOD

The subjects of this study were conventional banks listed on the Indonesia Stock Exchange (IDX) in
the period 2016 - 2020. The subjects of this study consisted of 37 banks. In this study, there are
restrictions on the ratio of the company's financial statements, aiming to facilitate research in
collecting data from 37 banks. The ratios taken are from the financial statements for the period 2016
- 2020.

In this paper, the data collection method used is secondary data. The data was obtained from
several sources of library research by studying various reference books on theories relevant to this
research to obtain information or in the form of data which will then be analyzed. This study uses
panel data regression analysis. Panel data has the advantage that it provides better data for detecting
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effects that cannot be observed in time series and cross section data, and is more informative. In
testing, this writing will be done with the help of the Stata computer program.

RESULT AND DISCUSSION

Financial Performance Panel Regression Results with Pooled Least Square

Table 1. Financial Performance Panel Regression Results with Pooled Least Square

Variable Coef Probability Information
Constant 3.934748 0.020
Credit Risk -0.1428425 0.015 Significant
Liquidity Risk -0.0025721 0.491 Not significant
Capital Adequacy -0.0005973 0.925 Not significant
Bank Size 0.1249553 0.008 Significant
BOPO -0.0699887 0.000 Significant

Source: Statal5 (processed)

The first hypothesis for the dependent variable of financial performance is that the
independent variable credit risk has a negative and significant effect on financial performance. Based
on table 4.9 that the credit risk coefficient is -0.1428425 and significant. The magnitude of this value
indicates a negative direction and there is a relationship between credit risk and financial
performance.0,015 < 0,05.

The second hypothesis for the dependent variable of financial performance is that the
independent variable liquidity risk has a negative and insignificant effect on financial performance.
Based on table 4.24 that the profitability coefficient is -0.0025721 and is not significant. The
magnitude of this value indicates a negative direction and there is no relationship from liquidity risk
to financial performance.0,491 > 0,05.

The third hypothesis for the dependent variable of financial performance is that the
independent variable of capital adequacy has a negative and insignificant effect on financial
performance. Based on table 4.24 that the profitability coefficient is -0.0005973 and is not significant.
The magnitude of this value indicates a negative direction and there is no relationship between
capital adequacy and financial performance.0,925 > 0,05..

The fourth hypothesis for the financial performance control variable is that bank size has a
positive and significant effect on financial performance. Based on table 4.24 that the coefficient of
bank size is 0.1249553 and is significant. The magnitude of this value shows that there is a positive
direction of bank size on financial performance and has a relationship.0,008 < 0,05.

The fifth hypothesis for the financial performance control variable is that BOPO has a
negative and significant effect on financial performance. Based on table 4.24, the BOPO coefficient is
-0.0699887 and significant. The magnitude of this value shows that there is a positive direction of
BOPO on financial performance and has a relationship.0,000 < 0,05

Table 2. of Two Sample t-Test Results with Paired Sample t-test

mean mean Difference t
Before After
(2016-2019) (2020)
Financial performance 0.8524 0.6889 0.16 0.4223
Credit Risk 2.0972 1.8172 0.28 1.0745
Liquidity Risk 84,3126 78,8760 5.44 1.6074
Capital Adequacy 21.8388 27,24297 -5.40 -2.6141
Bank Size 31.3295 31.6165 -0.29 -0.8876
BOPO 92.2545 96.562 -4.31 -0.9809

Source: Statal5 (processed)
0098 means that this hypothesis is accepted which indicates that there is a significant
difference in capital adequacy on financial performance between before and during the 2020
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pandemic. The results of the fifth test, the size of the bank also shows a p value (value) of 0.3759,
meaning that this hypothesis is rejected which indicates that there is an insignificant difference to
financial performance between before and during the 2020 pandemic. The results of the fifth test, the
p value (value) on the BOPO is 0.3279, meaning that this hypothesis is rejected. This shows that there
is an insignificant difference in BOPO financial performance between before the 2016-2019 pandemic
and during the 2020 pandemic. The size of the bank also shows a p value (value) of 0.3759, meaning
that this hypothesis is rejected which indicates that there is an insignificant difference in financial
performance between before and during the 2020 pandemic. The results of the fifth test, the p value
(value) on the BOPO is 0 ,3279 means that this hypothesis is rejected. This shows that there is an
insignificant difference in BOPO financial performance between before the 2016-2019 pandemic and
during the 2020 pandemic. The size of the bank also shows a p value (value) of 0.3759, meaning that
this hypothesis is rejected which indicates that there is an insignificant difference in financial
performance between before and during the 2020 pandemic. The results of the fifth test, the p value
(value) on the BOPO is 0,3279 means that this hypothesis is rejected. This shows that there is an
insignificant difference in BOPO financial performance between before the 2016-2019 pandemic and
during the 2020 pandemic.

CONCLUSION

The conclusion obtained from the results of the analysis and previous discussion is that the first
hypothesis is found that credit risk has a negative and significant effect on the financial performance
of banks listed on the Indonesia Stock Exchange in 2016-2020. The second hypothesis is found that
liquidity risk has a negative and insignificant effect on financial performance. And the third
hypothesis is found that capital adequacy has a negative and insignificant effect on financial
performance

The results of testing the fourth hypothesis, namely the control variable, found that the size
of the bank had a positive and significant effect on financial performance. The fifth hypothesis was
found that BOPO had a negative and significant effect on financial performance.

Furthermore, the results of research from 37 banks showed that CAR had differences in
financial performance before and during the COVID-19 period, while NPL, LDR, Bank Size, BOPO
had no differences in financial performance before and during the Covid-19 period.

There are several shortcomings and weaknesses caused by the limitations of the results
found in the study, including the sample used is limited to conventional general banking companies.
Therefore, further research should be able to use a larger sample size or include other financial
institutions that are also listed on the Indonesia Stock Exchange.

And for further researchers it is also recommended to use more samples with more diverse
characteristics and extend the research period. In addition, further research should also add other
independent variables that also affect the bank's financial performance, including Net Interest
Margin, Company Size and so on.
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