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COMPARATIVE STUDY

ON FINANCIAL PERFORMANCE
OF ISLAMIC BANKS AND
CONVENTIONAL BANKS BEFORE
AND AFTER COVID-19: EVIDENCE
FROM INDONESIA

Abstract

The COVID-19 pandemic has affected bank lending growth to the point of decreas-
ing banking profitability. Therefore, this study aims to analyze the differences in the
performance of conventional banks and Islamic banks before and after the COVID-19
pandemic in Indonesia. This study uses secondary data with a quantitative approach.
The performance is measured using four financial ratios: CAR, ROA, LDR or FDR,
and BOPO. The population in this study is conventional banking and Islamic bank-
ing in Indonesia. The observation period for this study starts from pre-COVID-19 in
June 2016 to March 2019 and post-COVID-19 from March 2020 to June 2023. The hy-
potheses were tested using the paired T-test and the one-sample Kolmogorov-Smirnov
test for normally distributed data. The results of the one-sample Kolmogorov-Smirnov
test on conventional banks show that whether there is a distinction between the per-
formance of conventional banks and Islamic banks before and after the COVID-19
pandemic in Indonesia. The results of the graphic investigation indicate that there are
financial ratios that have experienced an increase in performance, to be specific the
CAR, ROA, and BOPO proportions, whereas the FDR or LDR tend to encounter a
decrease in performance after COVID-19. There was an increase and decrease between
before and after the outbreak of the COVID-19 pandemic in each proportion, which is
still in the category with healthy and good banking qualification.

Keywords COVID-19 pandemic, banking profitability, quantitative
approach, t-test method, ROA
JEL Classification G21, G24, G14, G17

INTRODUCTION

The financial crisis was one of the most detrimental crises to the
banking sector, both conventional and Islamic banks. The banking
sector is also believed to be one of the most profitable sectors during
the COVID-19 pandemic (Hassan et al., 2022). Broadly speaking, the
impact of the COVID-19 pandemic on the economy is divided into
two aspects, namely the effect of demand and supply, the effect of ag-
gregate demand on unemployment income caused by lockdown, and
the impact of supply by reducing working hours (Maliszewska et al.,
2020). The shock of the COVID-19 pandemic requires the government
to make policies in the form of maintaining social distancing, regional
quarantine, and business closures. This is a shock to banking because
it has the potential for problematic loans and a decrease in interest
rates, which has an impact on low bank profitability.
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The impact of the COVID-19 pandemic will spread to the banking sector, resulting in lost income and a
spike in problematic loans, which have a negative impact on bank profits, solvency, and capital. Exploring
the impact of COVID-19 on Islamic banks and conventional banks in 48 countries, including Indonesia,
during the period from December 2019 to March 2020, it has been concluded that the performance of
Islamic banks was poor but was able to experience a sharp recovery. Sharia compliance does not limit
the negative impact of COVID-19 on Islamic banking, but the performance of Islamic banks responds
more positively on the income side than conventional banks (Alabbad & Schertler, 2022). Each bank
has different impacts and recovery strategies in dealing with it. So, this study also contributes to seeing
how the performance of Islamic banks and conventional banks differs before and after the COVID-19
pandemic. Implementing a banking prudential system in regulatory actions, such as capital buffers and
relaxing credit processing problems, is necessary to mitigate the negative impact of COVID-19 on the
financial stability system (Xiazi & Shabir, 2022). Before COVID-19, there had been a crisis that rocked
the banking industry which had a long-term impact on the economy. The crisis had changed the direc-
tion of the banking industry in such a way that continuous improvements in banking operations had

been closely monitored by regulators to prevent major failures (Tanjung & Varianto, 2024).

1. LITERATURE REVIEW

In the last three decades, it is interesting that
Islamic banking, which has become an alternative
for Indonesian people, has been able to develop
rapidly in the Indonesian field (Widarjono et al.,
2023b). The strength of Islamic banking in facing a
crisis needs to be taken into account. When the fi-
nancial crisis in Indonesia in 1998 collapsed, most
conventional banks and Islamic banks were able
to survive the crisis (Serly et al., 2020). Business
sectors experienced extraordinary changes, in-
cluding during the COVID-19 pandemic. The af-
fected sectors are the economy, health care, trans-
portation, and industrial sectors in each region,
which causes price wars and shakes world mar-
kets (Shen et al., 2020). Including the Indonesian
economy, one of which is the real economic sec-
tor, namely trade and investment (Wahyuni et
al., 2023). The impact of the COVID-19 pandemic
on banking has been in various ways. Economic
growth has weakened, leading to slower lending
growth and lower banking profitability. Economic
relations, including the increase and decrease in
the economy of each country, greatly affect the
economic stability of other countries (Febriandika
etal.,, 2023a).

The banking industry sector has two different
types of systems, namely Islamic banking (non-in-
terest-based) and conventional banking (interest-
based) (Viverita et al., 2022). These two banking
systems compete to meet the needs and expecta-
tions of their customers. Sharia banks are unique
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from conventional banks, namely in the distribu-
tion of profits and losses. The impact of the pan-
demic cannot be ignored, considering how widely
the COVID-19 pandemic has spread and affect-
ed many people throughout the world (Blanas &
Oikonomou, 2023). Global society and the econo-
my have changed dramatically (Shah et al., 2023).
Triggering varying impact dynamics in facing
short- and long-term challenges due to the pan-
demic, such as bank bankruptcies, have not shown
good resilience to the COVID-19 pandemic as a
whole, while subsectors, information technology,
publishing, and social media have experienced
positive effects (Khlystova et al., 2022).

The post-pandemic impact has not yet recovered,
but has been exacerbated by the conflict between
Russia and Ukraine (Febriandika et al., 2023c),
This can be seen from the increase in the Rupiah
exchange rate against the US Dollar, as well as the
decline in the value of the Composite Stock Price
Index and the Indonesian Sharia Stock Index.
Likewise, the banking sector was affected by the
COVID-19 pandemic, causing a fall in economic
activity (Demir & Danisman, 2021). Uncertainty
in money circulation can be motivated by several
main risks that impact the Indonesian banking
sector, namely credit distribution, decline in as-
set quality, and tightening of net margin interest
(Ashraf et al., 2022).

Viverita et al. (2022) compared Islamic banks and

conventional banks in Indonesia. The study eval-
uation included liquidity during the COVID-19

http://dx.doi.org/10.21511/bbs.20(2).2025.03



pandemic from August 2018 to March 2021, show-
ing that the COVID-19 pandemic consistently re-
duced overall banking liquidity. Another study
found that Islamic banks had better financial per-
formance in terms of recovery and sustainabil-
ity than conventional banks during COVID-19
(Ghouse et al., 2022). This writing will expand the
scope regarding the comparison between Islamic
banking and conventional banking on financial
performance in Indonesia. Previous research fo-
cused on several Islamic banks and conventional
banks. Looking at the differences in terms of per-
formance of Islamic banking and conventional
banking in Indonesia could be an evaluation ma-
terial for the banking sector, especially for regula-
tors in developing the banking sector, as well as for
the central bank as the monetary authority.

Exploring the performance of Islamic banks and
conventional banks, comparing the two, and find-
ing out the uncertainty of bank stability, which in-
creases the risk of default in the banking sector, es-
pecially after the COVID-19 pandemic, companies
will be vulnerable to financial distress. Financial
distress is a condition experienced by a company
caused by unhealthy financial conditions before
ultimately experiencing bankruptcy (H. Platt &
M. Platt, 2002). This condition is caused by vari-
ous factors, both internal and external (Pertiwi,
2018). Internal factors are found in financial ratios,
namely the Capital Adequacy Ratio (representing
the capital ratio), which is a capital adequacy ratio
to see the ratio of losses faced and meet the needs
of depositors and creditors by comparing the
amount of capital and the amount of risk-weight-
ed assets. Return on Assets Ratio and Return on
Equity (representing the profitability ratio) are
one of the profitability ratios to assess a company’s
ability as a system for earning profits through as-
sets. Operating Costs to Revenue (representing the
efficiency ratio) compares operating costs and op-
erating income in a company’s profitability ratio
(Kusumastuti & Alam, 2019). The Financing-to-
Deposit Ratio (representing the liquidity ratio) is
used to measure the amount of data after compar-
ing it with the amount of savings or public savings.

The deposit levels of Islamic banks and convention-
al banks in the dual banking system in Indonesia
have a dynamic relationship (Widarjono et al,
2023a). Research related to measuring CAR, ROA,

http://dx.doi.org/10.21511/bbs.20(2).2025.03
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OER, NPF, and FDR ratio models states that sever-
al important factors influence financial problems
in Islamic banks and conventional banks, with
the results showing that Islamic banks are better
in terms of asset quality (Aldeen et al., 2020). The
case study in Pakistan concluded that there was
a positive and significant relationship with prof-
itability, size, and deposits, but it negatively im-
pacted the operations of Islamic banks and con-
ventional banks due to COVID-19 moderation.
COVID-19 has a moderate role, conventional
banks are slightly affected, but it is very significant
in operating efficiency, bank size, and profitability,
so it is not significant for bank deposits. This com-
parison shows that Islamic banks are more affect-
ed by external conditions, including the influence
of COVID-19, than conventional banks (Shah et
al., 2023).

Other research found that liquidity acquisition in
the Islamic and conventional banking systems in
Indonesia continued to decline during the pan-
demic outbreak, with banks shifting their assets
to safer assets. As expected, Islamic banks gener-
ate more liquidity, especially in off-balance sheet
activities, which are not included in the liquidity
measure. These results confirm that the unique
Islamic market structure is consistent with Sharia
law (Viverita et al., 2022). Solid banking perfor-
mance has a critical commitment to economic
growth and financial stability. A study comparing
the strength and recuperation from COVID-19
between Islamic banks and conventional banks
in six OIC nations found that Islamic banks per-
formed well in the post-COVID-19 period due
to lower drawdowns and superior proportions
compared to conventional banks. In the interim,
amid COVID-19, conventional banks performed
better than Islamic banks since they had superior
proportions and required a brief time to recoup
(Ghouse et al., 2022).

Islamic banks are still expanding their commit-
ment to investment loan portfolios more rapidly
amid the COVID-19 widespread. The greater con-
traction in the credit portfolios of Islamic banks
during the COVID-19 pandemic indicates that
Islamic banks in Indonesia were not classified
among the banks most in need of government as-
sistance. In contrast, domestic conventional banks
were the primary recipients of the largest share of
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such support (Ashraf et al.,, 2022). After looking
at the literature above, there are not many studies
comparing the performance of the two banking
systems, namely Islamic banks and conventional
banks in Indonesia, as well as several different ar-
guments in responding to the performance of the
two banking systems.

The hypothesis formed in this test event study is
to prove whether the research samples before and
after the COVID-19 pandemic have averages sig-
nificantly different or not. So, the basic assump-
tion of this test is that each pair is in the same con-
dition. The difference in means must be normally
distributed. Below are the research requirements
that must be met when accepting or rejecting the
alternative hypothesis in a paired sample differ-
ence test. If t tally < t > 0.05, the hypothesis is re-
jected; if t number > t table (prob sign) < 0.05, at
that point the theory is accepted.

This study aims to examine the impact of the
COVID-19 pandemic on the financial perfor-
mance of banks in Indonesia by comparing key
financial indicators before and after the pan-
demic. Specifically, the study investigates wheth-
er there are significant differences in the Capital
Adequacy Ratio (CAR), Return on Assets (ROA),
Loan-to-Deposit Ratio (LDR) or Financing-to-
Deposit Ratio (FDR), and the Operating Costs to
Operating Income Ratio (BOPO) between the pre-
pandemic and post-pandemic periods. The hy-
potheses generated during the event, taking into
account the impact of the spread of COVID-19 on
banking activities in Indonesia, are as follows:

H: There is a difference in Capital Adequacy

Ratio (CAR) financial performance of banks
in Indonesia before and after the COVID-19
pandemic.

H: ‘There is a difference in Return on Assets
(ROA) financial performance of banks in
Indonesia before and after the COVID-19
pandemic.

H_: There is a difference in the Loan-to-Deposit
Ratio (LDR) or Financing-to-Deposit Ratio
(FDR) financial performance of banks in
Indonesia before and after the COVID-19
pandemic.
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H_: There is a difference in the Operating Costs
to Operating Income Ratio (BOPO) financial
performance of banks in Indonesia before
and after the COVID-19 pandemic.

2. METHODS

This study used comparative quantitative approach,
The data samples used are Islamic banks and con-
ventional banks operating in Indonesia, registered
with Bank Indonesia (central bank), and supervised
by the Financial Services Authority (OJK). The data
used covers pre Covid-19 pandemic starts from June
2016 to March 2019 and post Covid-19 pandemic
from March 2020 to June 2023. The data source is
the monthly financial report of each bank, which
is published in the official OJK (Financial Services
Authority). The variables used in this study are
Capital Adequacy Ratio (CAR), Return on Asset
Ratio (ROA), Operational Costs to Income (BOPO),
and Financing to Deposits Ratio (FDR). Hypothesis
testing analysis method uses a two-sample mean dif-
ference test method (paired sample t-test) to com-
pare the performance of Islamic banks and conven-
tional banks in Indonesia, but previously conducted a
normality test. If the data are normally distributed, a
difference test is carried out using the Paired Sample
T-test. However, if the data are not normally distrib-
uted, a difference test is carried out on the perfor-
mance of conventional banking and Islamic bank-
ing using the Wilcoxon test (Sasmita & Anindyantha,
2024). The study employs Microsoft Excel and SPSS
16 as statistical tools. A primary condition for this
test is that the data should be normally distributed.
For data that are not normally distributed, it is nec-
essary to first transform them into the natural loga-
rithm (In) format.

3. RESULTS AND DISCUSSION

This paper investigates Islamic banks and conven-
tional banks with their financial performance in
recent times and post-COVID-19. Based on the
inquiry, it was found that COVID-19 affected the
banking and financial sector in Indonesia. Overall
financial performance, in recent times and after the
widespread COVID-19, if you look at it from the
perspective of banking health qualifications, CAR
meets very healthy qualifications, all above 8%.

http://dx.doi.org/10.21511/bbs.20(2).2025.03



Return on Assets (ROA) showed strong perfor-
mance after the COVID-19 pandemic. Islamic
banks demonstrated resilience by maintain-
ing profit levels above 1.5% during the pandem-
ic. Although conventional banks experienced a
slight decline, they still achieved ROA levels above
2%, indicating strong performance. The Loan-to-
Deposit Ratio (LDR) improved during the pan-
demic, falling within the ideal range of 78% to
92%. In contrast, the Financing-to-Deposit Ratio
(FDR) met only minimum standards, ranging be-
tween 80% and 100%. Meanwhile, the Operating
Costs to Operating Income (BOPO) ratio re-
mained within very good qualifications, staying
below 94%.

In this area, the results of comparative testing and
information research will be studied, with the aim

Banks and Bank Systems, Volume 20, Issue 2, 2025

of knowing the responses of Islamic banks and
conventional banks recently and after COVID-19,
with a combined T-test. Recently, when conducting
a t-test, it has become essential to distinguish be-
tween changes in the typicality test. The normality
test in the regression model is used to test whether
the leftover values are ordinarily distributed or not.
A great relapse shows regularly dispersed leftover
values. The regression model employed a one-sam-
ple Kolmogorov-Smirnov test on the normal fluc-
tuation of the two types of information for Islamic
banks and conventional banks. Based on the one-
sample Kolmogorov-Smirnov test, the null hypoth-
esis (HO) is rejected, in the event that the likelihood
is 0.05, at that point the data are regularly dispersed.

The results of the Kolmogorov-Smirnov test indi-
cate that financial performance data on banks in

Table 1. Pre-COVID-19 and post-COVID-19 normality data test

One-Sample Kolmogorov-Smirnov Test

Variable

Islamic Bank Conventional Bank

N

Normal Parameters

CAR

Normal Parameters®

ROA .
Most Extreme Differences

NPF/FDR

BOPO

Most Extreme Differences

Jeststatistic .
i Asymp. Sig. (2-tailed)
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d.Deviation i
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POSINE
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d.Deviation @ i
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PR S
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Indonesia are normally distributed. Based on table
1, it shows that for the CAR, ROA, NPF/FDR, and
BOPO variables, asymp. Sig (2-tailed) is greater
than 0.05. This is evident from financial perfor-
mance test results for Islamic banks with a capi-
tal adequacy ratio (CAR) with a value of D (40)
= 1.046, P = 0.224. Profitability of assets in man-
aging fund total assets generating profit (ROA)
with a value of D (40) = 1.021, P = 0.248. Non-
performing financing ratio (NPF) with a value of
D (40) = 0.618, P = 0.839. The ratio measures the
level of efficiency and ability of Islamic banks in
carrying out operational activities (BOPO) with a
value of D (40) = 0.693, P = 0.723.

On the other hand, conventional bank perfor-
mance data test results have a capital adequacy
ratio (CAR), with a value of D (40) = 0.812, P =
0.526. Profitability of assets in managing funds,
overall assets that generate profits (ROA) with a
value of D (40) = 0.623, P = 0.832. Financing to
deposit ratio (FDR) with a value of D (40) = 0.565,
P = 0.907. The ratio measures the efficiency level
and shows how capable Islamic banks are in car-
rying out operational activities (BOPO) with a val-
ue of D (40) = 1.287, P = 0.073. So, it is concluded
that the results of the normality test for banking
performance values in Indonesia after and before
the impact of COVID-19 are significant and can
be carried out with a parametric test, namely the
paired sample T-test.

This section compares the financial performance of
Islamic banks and conventional banks, with calcu-
lations for 40 months before and after COVID-19,
which will start from the CAR, ROA, FDR/NPF,
and BOPO ratios. The t-test is a test that states that
the difference between the two observations is ze-
ro, assuming two paired sets, Xi and Yi, for i = 1,
2. So that the pair differences are independent and
have an identical and normal distribution, then
the paired t-test concludes whether the two are dif-
ferent from each other, or stay the same.

Table 2. T-test for the CAR variable

Table 2 shows that conventional banks have a capi-
tal adequacy ratio, which functions to accommo-
date the risk of loss faced by the bank (CAR), with
the results of a significant difference between be-
fore (M = 22.94, SD = 0.539) and after the occur-
rence of COVID-19 (M = 24.38, SD = 1.14), t(39) =
-6.712, p < 0.001. Meanwhile, the results of the t-

test on Islamic banks are that there is a significant
difference between before (M = 18.53, SD = 1.98)
and after COVID-19 (M = 23.13, SD = 1.93), t (39)
= -8.876, p < 0.001. Data from conventional banks
and Islamic banks indicate that there has been an
increase in CAR after COVID-19, which was high-
er than before COVID-19 occurred in Indonesia.
The increase in the average CAR value occurred
because, along with an increase in bank profitabil-
ity, referring to Indonesian bank regulations with
the best standard CAR being 8%, the average val-
ue of conventional banks and Islamic banks dur-
ing the COVID-19 period was very good.

The difference in the monetary performance of
CAR for conventional banks and Islamic banks
is that their average value in the post-COVID-19
period was bigger than the average value pre
COVID-19. The increase in the Capital Adequacy
Ratio (CAR) of Indonesian banks after the
COVID-19 pandemic can be attributed to several
factors. During the pandemic, banks significantly
reduced their credit disbursement due to rising
credit risks and economic uncertainty, leading
to a decline in risk-weighted assets. Since CAR
is calculated by dividing capital by risk-weighted
assets, a lower asset base results in a higher CAR.
Additionally, many banks strengthened their capi-
tal positions through retained earnings or capital
injections. Regulatory support, such as credit re-
structuring policies and relaxed asset quality as-
sessments from the Financial Services Authority
(OJK), also helped reduce reported risk exposures.
Moreover, banks shifted their portfolios toward
lower-risk assets, such as government securities,
further improving their CAR levels.

Descriptive Statistics Paired T-Test
Tests N ' i i . .
M (Std. D) : t Df @  Sig.(2-tailed)

Conventional Bank Pre Test 40 22.94 (.539) : :
R —6.712 39 .000*
_Conventional Bank Post Test A0 2438(1.14) .

Islamic Ban Test 40 18.53 (1.98)
R -8.876 39 .000*

Islamic Bank Post Test 40 23.13(1.93)
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Table 3. T-test for the ROA variable

Banks and Bank Systems, Volume 20, Issue 2, 2025

Source: Authors’ calculation (2024).

Descriptive Statistics Paired T-Test
Tests N T T - -
M (Std. D) T Codf Sig.(2-tailed)
Conventional Bank Pre-Test 40 2.467 (.061) : :

e 4140 ¢ 39 | .000*
Convenqqnal Bank‘lf'ost Test 40 2.104”(.538) o R
Islamic Bank Pre Test 40 1.204 (.332) :

o S e -6.960 : 39 .000*
Islamic Bank Post Test 40 1.827 (.270) i :

During the COVID-19 pandemic, the credit dis-
bursed had many assets with risk weights, so the
risk of a decline in people’s ability to pay was
greater than before COVID-19. Thus, banks are
required to maintain their capital capacity during
the COVID-19 pandemic until COVID-19 occurs,
which is indicated by the CAR value increasing. It
can be concluded that the CAR value of conven-
tional banks and Islamic banks after COVID-19
has increased, which statistically shows a differ-
ence between the performance before and after
COVID-19. Safarda et al. (2023) state that Islamic
banks have better performance in CAR and FDR.
In addition, other studies show that the aver-
age CAR and FDR ratios before and during the
Covid-19 pandemic did not differ significantly, in-
dicating that the Covid-19 pandemic had no im-
pact on the CAR ratio (Muhammad & Nawawi,
2022).

Based on Table 3, the results of the conventional
bank t-test on profitability with the return on as-
sets (ROA) variable are significant between be-
fore (M = 2,467, SD = 0.061) and after the occur-
rence of COVID-19 (M = 2,104, SD = 0.538), t (39)
= 4.140, p < 0.00. The ROA value of conventional
banks tends to decrease, statistically, there is a dif-
ference between before and after the occurrence
of COVID-19. The results of the t-test on Islamic
banks show a significant difference between be-
fore (M = 1.204, SD = 0.332) and after the occur-
rence of COVID-19 (M = 1.827, SD = 0.270), t(39)
= -6.960, p < 0.001. Data on Islamic banks indi-
cate that there has been an increase in profitabil-
ity after COVID-19, higher than before COVID-19
occurred in Indonesia. According to theory, the
higher the ROA, the greater the profitability a
bank will achieve (Kusumastuti & Alam, 2019). So,
it can be said that Islamic banks are quite effec-
tive in using assets to generate profits compared
to conventional banks during the COVID-19 pan-
demic. Referring to Indonesian Bank regulations,

http://dx.doi.org/10.21511/bbs.20(2).2025.03

the ideal ROA standard is 1.5%, so the average val-
ue for conventional banks and Islamic banks can
be said to be good.

The difference from the ROA indicator in conven-
tional banks is that the average value for the group
before the COVID-19 pandemic was higher than
the group after COVID-19, because the bank was
able to generate profits efficiently. However, during
the COVID-19 pandemic, the lockdown had an
impact on the profitability of conventional banks
in generating profits. On the other hand, the prof-
itability of Islamic banks during the COVID-19
pandemic can generate profits, because people are
more interested in making transactions at Islamic
banks using a profit-sharing system. The public
perceives that the profit-sharing system is more
crisis-resistant than conventional banks, with an
interest system, because during a crisis, it actually
increases the interest burden they bear, as can be
seen from the data in Table 3. Thus, during the
COVID-19 pandemic, there were differences in
profitability and ROA indicators between Islamic
banks and conventional banks in Indonesia.
Research shows that during the crisis, Islamic
banks outperformed conventional banks in terms
of ROA and NPL (Tanjung & Varianto, 2024).

Based on Table 4, the results of the t-test on the
loan to deposit ratio (LDR) of conventional banks
show that there is a significant difference between
before (M = 91.72, SD = 2.44) and after the occur-
rence of COVID-19 (M = 82.34, SD = 2.54), t (39)
= 15421, p < 0.001. Meanwhile, the results of the
t-test on Islamic banks showed a significant differ-
ence between before (M = 80.82, SD = 2.88) and
after the occurrence of COVID-19 (M = 75.72,
SD = 2.72), t (39) = 7.305, p < 0.001. The results
of the Financing to deposit ratio (FDR) or loan
to deposit ratio (LDR) data both have significant
differences, and there is no increase in the data
before and after the occurrence of COVID-19 in
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Table 4. T-test for the LDR or FDR variable

Descriptive Statistic Paired T-Test
Tests N T i N .
M (Std. D) T df Sig.(2-tailed)
Conventional Bank Pre Test 40 91.72 (2.44) H : H
Conventional Bank Post Test e T2 o AU S AU SO
Islamic Bank Pre Test 40 80.82 (2.88) :
Islamic Bank Post Test 40 75.72 (2.72)

Indonesia. Referring to Indonesian Bank regula-
tions, the lower limit for LDR is 78%, and the up-
per limit for LDR is 92%. The average LDR value
for conventional banks can be said to be getting
better. However, referring to Bank Indonesia’s
provisions for a lower limit of 80% and an upper
limit of 100%, the average value of FDR for Islamic
banks is said not to be good.

The difference in financial performance of the
LDR and FDR indicators for Islamic and conven-
tional banks in Indonesia is that the average value
before the COVID-19 pandemic was higher than
after COVID-19. This happens to the LDR ratio
because of the potential for an increase in the risk
of bad credit due to a decrease in customers’ abil-
ity to pay and a decrease in demand for banking
credit after the outbreak of COVID-19. However,
the decrease in LDR for conventional banks does
not have a negative impact on banking ratio provi-
sions. This affects the FDR ratio with an unfavor-
able assessment in achieving the bank’s soundness
level. Meanwhile, FDR, before COVID-19, had a
good assessment because the low demand for fi-
nancing from communities affected by COVID-19
was one of the factors that drove Islamic banks to
allocate financing.

Thus, it is concluded that after the COVID-19
pandemic, the LDR of conventional banks and
FDR of Islamic banks experienced a decline in
the value of LDR and FDR. This came from a
decrease in credit provided, which was lower
than the decrease in total third-party funds. So,
more attention must be paid to minimizing the

Table 5. T-test for the BOPO variable

risk of decreasing the efficiency of financial per-
formance and banking productivity. In other
studies, conventional banks show superior per-
formance in ROA, BOPO, NIM, and LDR ratios
(Fauzi & Fithria, 2023).

Based on Table 5, the results of the t-test show that
there is no significant difference in the average
value of the ratio of operating costs to operating
income (BOPO) for conventional banks before
(M = 80.64, SD = 2.28) and after the COVID-19
pandemic (M = 82.61, SD = 7.59), t(39) = -1.561,
p = 0.127. The test results indicate that after the
COVID-19 pandemic, there was no difference in
the BOPO ratio in terms of increasing data. This is
due to an increase in operational expenses, which
indicates that the level of efficiency and ability of
banks in carrying out their operational activi-
ties has not improved after the COVID-19 pan-
demic. Meanwhile, the results of the BOPO ratio
in Islamic banks were different between before
(M = 88.00, SD = 7.59) and after the COVID-19
pandemic (M = 82.39, SD = 4.11), t(39) = 2.510,
p < 0.001, until the value decreased. The average
BOPO ratio is statistically different. Judging from
the operational performance, the BOPO ratio in
Islamic banks shows good performance. So, the
average value of conventional banks and Islamic
banks with reference to the standard BOPO ratio
is 94% for Indonesian banks, so it can be said to
be very good.

There is no difference in the BOPO ratio in con-
ventional banks because there is no influence
during the COVID-19 pandemic. During the

Descriptive Statistics Paired T-Test
Tests N * T i . N
M (Std. D) : t df Sig.(2-tailed)

Conventional Bank Pre Test 40 80.64 (2.28) : 127%
S SR —-1.561 : 39 H .
_Conventional Bank PostTest  © 40 . 8261(759) o \No difference)
Islamic Bank Pre Test 40 88.00 (13.8) : 016*
4444444444 2,510 39 H . )
Islamic Bank Post Test 40 82.39 (4.11) : (There s a difference)
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COVID-19 pandemic, banks faced challenges in
managing operational costs because lockdown
regulations had a negative impact on the banks’
ability to make a profit. banking experienced
an increase in operational expenses that were
higher than operating income. This indicates
that the level of efficiency and ability of banks in
their operational activities after the COVID-19
pandemic is not improving.

This is the opposite of the BOPO ratio in Islamic
banks, with the average value before and after
the COVID-19 pandemic. Islamic banks are
more efficient in optimizing profits and meeting
operational income, and reducing operational
costs incurred by banks compared to before the
COVID-19 pandemic. So, it can be concluded
that the BOPO of conventional banks remains
stable compared to Islamic banks because there
are differences after the COVID-19 pandemic

Banks and Bank Systems, Volume 20, Issue 2, 2025

occurred in Indonesia. However, Islamic banks
are still less competitive with conventional
banking in terms of efficiency because conven-
tional banks tend to be more modern, and the
quantity and quality of human resources are
more optimal than for Islamic banks. The con-
venience of banking services to meet customer
needs in carrying out their transaction activi-
ties is an advantage for consumers (Kurniawan,
2022). This is very useful because there are reg-
ulatory restrictions during the COVID-19 pan-
demic. This was also revealed by Febriandika
et al. (2023b). The use of technology does not
have a significant positive impact, but Islamic
banks can face the COVID-19 outbreak crisis
well and tend to have a significant difference
in average performance. High BOPO indicates
the company’s inefficiency in managing costs
which causes performance to decline (Mustika
& Abidin, 2023).

CONCLUSION

Study aims to analyze the differences in the performance of conventional banks and Islamic banks
before and after the COVID-19 pandemic in Indonesia. The observation period in this study is
from June 2016 to March 2019 and from March 2020 to June 2023. The results of the one-sample
Kolmogorov-Smirnov test on conventional banks show that CAR (0.626), ROA (0.832), FDR (0.907),
and BOPO (0.073) mean that all ratios are normally distributed. Then, Islamic banks show the CAR
ratio (0.224), ROA (0.248), FDR (0.839), and BOPO (0.723) between before and after the COVID-19
pandemic in Indonesia, so it is concluded that all ratios are normally distributed. The results of the
paired sample t-test on conventional banks before and after COVID-19 showed that CAR (0.001),
ROA (0.001), and FDR (0.001) were different, while BOPO (0.127) was not different. Then, Islamic
banks showed that CAR (0.001), ROA (0.001), FDR (0.001), and BOPO (0.016) were different before
and after COVID-19.

The variables used in this study are Capital Adequacy Ratio (CAR), Return on Asset Ratio (ROA),
Operational Cost to Income (BOPO), and Financing to Deposit Ratio (FDR). This study aims to
show whether there is a distinction between the performance of conventional banks and Islamic
banks before and after the COVID-19 pandemic in Indonesia. The results of the graphic investiga-
tion indicate that there are financial ratios that have experienced an increase in performance, to
be specific the CAR, ROA, and BOPO proportions, whereas the FDR or LDR tend to encounter a
decrease in performance after COVID-19. There was an increase and decrease between before and
after the outbreak of the COVID-19 pandemic in each proportion, which is still in the category
with healthy and good banking qualification.

The results of the analysis of different tests on the financial performance of conventional banks
and Islamic banks show differences between before and after the COVID-19 pandemic occurred in
Indonesia in the CAR, ROA, and FDR/LDR ratios. Meanwhile, there is no difference in the BOPO
ratio in conventional banks that can maintain their performance. This indicates an increase or de-
crease in the efficiency of the influence before and after the COVID-19 pandemic.
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