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Abstract 

Covid-19 has had an impact on the Indonesian banking industry, slowing the rate of 

economic growth, one of which is caused by slowing credit growth in the community, resulting 

in decreased profitability in banks. The goal of this study is to examine bank financial 

performance before and after the Covid-19 outbreak, as well as to provide alternative 

techniques for improving Indonesian bank financial performance. The data used in this research 

is secondary data obtained from annual reports on audited banking from 2018 to 2021, which 

can be accessed at the IDX website. This study employs multiple regression data analysis to 

assess performance using three financial ratios: capital adequacy ratio (CAR), non-performing 

loans (NPL), and return on assets (ROA) to GDP. The findings of this study show that the 

Capital Adequacy Ratio (CAR) and Return On Assets (ROA) variables have a significant 

positive effect on GDP in the phenomena before and after the Covid-19 pandemic, but the Non-

Performing Loan (NPL) variable has a significant negative effect on GDP in the phenomena 

before and after the Covid-19 pandemic. 

Keywords: financial performance; commercial bank; Covid-19 pandemic; Indonesia’s 

Economic. 

Introduction 

The Covid-19 epidemic has had a substantial economic impact on a number of nations 

throughout the world, including Indonesia. The most visible example was when the world stock 

market plummeted to its lowest point, which also occurred on the Indonesia Stock Exchange. 

This virus has impacted the manufacturing industry, small and medium-sized businesses, the 

financial industry, and individual worker earnings. It is unsurprising that many governments 

have finally offered economic stimulus to alleviate the effects of the economic crisis (Brodeur 

et al., 2021). The influence of Covid-19 appears to be having an effect in all spheres, 

particularly the economic boom, which has come to a standstill. This is due to the fact that 
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Covid-19 is spreading not just domestically but also worldwide. This delay was caused by 

deteriorating external conditions and a drop in domestic demand, which corresponded with 

deteriorating conditions for corporate and consumer development (Caraka et al., 2020). The 

Covid-19 epidemic had an influence on various business sectors, including Indonesia's banking 

industry, delaying economic development, decreasing credit growth, and creating a drop in 

banking profitability, (Alberto et al., 2022). As a result, we should expect bank financial 

performance to decrease in tandem with the spread of Covid-19 (Elnahass et al., 2020). 

This study focuses on commercial banks' financial performance, commercial banks are 

for-profit organizations that collect funds from the public in the form of savings and reinvest 

them in the community in the form of credit in order to improve people's living standards 

(Maune, 2018). Bank BCA, Bank Mandiri, Bank BNI, Bank BRI, Bank Mega, Bank Danamon, 

Bank Permata, Bank Bumi Arta, Bank Capital Indonesia, Bank OCBC NISP, Bank CIMB 

Niaga, Bank Victoria Indonesia, Bank PAN Indonesia, Bank QNB Indonesia, and Bank 

Maybank Indonesia were the commercial banks used in this study. Banking financial 

performance may be used to examine operational activities in the banking industry, 

determining whether or not all activities have gone as planned,(Caclini, 2022). Moreover, 

banking financial performance may be utilized as material for analysing banks throughout time, 

(Gallo & Historiador, 2022). Financial performance is measured by analysing financial 

statements. In this situation, the financial statements must be reviewed in order for the reader 

to receive financial information about banks within a certain period, (Ichsan et al., 2021). 

Financial ratios obtained from financial statements can be used to do financial statement 

analysis (Restianti & Agustina, 2018). The capital adequacy ratio, non-performing loans, and 

return on assets are used as independent variables in this study, with gross domestic product as 

the dependent variable. 

Many indicators are used to evaluate the efficacy of banking performance. Capital 

Adequacy Ratio (CAR) was used to quantify a bank's risk since it shows the degree of capital 

adequacy that is utilized as a container for the risk of loss (Supatmin, 2021). The following 

variable is Non-Performing Loans (NPL), which serves as an indication of management in the 

management of credit granted by banks (Muthoni et al., 2020). Return on Asset (ROA) is a 

form of profitability measure that is used to analyse a bank's success in creating profits by 

employing assets owned by the bank (Choiriyah et al., 2021). According to Russon, Manuel G 

and Bansal (2021), GDP is defined as the total value of all goods and services produced by a 

country in a given period or year, including goods and services produced by companies owned 

by residents of that country and residents of other countries who live in the country in question. 

The capital adequacy ratio is used in this study to track the evolution of the gross 

domestic product's condition (GDP). It is the total amount of bank assets containing ratios 

(credit, securities, and claims on other banks) that are also financed from their own capital and 

obtain funds from outside the bank (Dao & Nguyen, 2020). Banks' ability to provide funds for 

the development of bank companies while also accommodating the risk of fund loss caused by 

bank operational activities (Anggari & Dana, 2020). The development of the capital adequacy 

ratio (CAR) at commercial banks over the last four years appears positive, remaining above 

21% in 2018 to 2019, but in 2020 the value of the capital adequacy ratio continues to improve 

by 23%, and in 2021 it will remain above 27%. The increasing capital adequacy ratio in 

commercial banks over the last four years is due to banks' ability to manage effectively, namely 

by identifying, measuring, monitoring, and controlling risks that may affect the amount of bank 

capital (O Abba et al., 2018). The capital adequacy ratio, which has remained positive over the 

last four years, can have an impact on GDP. This can be seen in Indonesia's gross domestic 

product, which is still quite good, despite the fact that it was corrected at 2.07% in 2020 but 
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increased by 3.69% in 2021. According to this interpretation, the capital adequacy ratio in 

banks has a positive effect on GDP in the economy (Coscieme et al., 2020), The GDP in 

Indonesia, which had decreased but quickly increased the following year, could have been 

influenced by one of the capital owned by banks, such as the capital adequacy ratio, which was 

quite good during the covid-19 pandemic. 

According to PBI No17/11/PBI/2015, the next variable using non-performing loans is 

the total number of loans with substandard, doubtful, or poor quality. This statement is 

consistent with Singh et al. (2021), which describes a situation in which the customer is unable 

to pay part or all of his agreed-upon obligations to the bank. Customers who are able to pay off 

their bank obligations will have an impact on the reduction of non-performing loans to banks 

(Yurttadur et al., 2019). Credit to banks can be managed properly, through credit distribution 

and credit repayment in accordance with applicable terms and conditions, so that NPL values 

are not affected (Purba et al., 2020). The lower the non-performing loan rate, the greater the 

positive impact on GDP (Mazreku et al., 2018). Looking at non-performing loans at 

commercial banks, which are still well controlled at around 1% in the last four years, this can 

have an impact on the GDP, which is still quite good. This is evident. Due to the covid-19 

pandemic, the value of gross domestic product decreased to 2.07% in 2020, but increased to 

3.69% in 2021, indicating that Indonesia's economic growth is increasing. This is due to the 

improving financial performance of service companies, one of which is banking companies, as 

evidenced by the continued value of non-performing loans in banks while the COVID-19 

pandemic continues in Indonesia. The goal of this research is to determine the state of banking 

in Indonesia prior to and during the Covid-19 pandemic. Banking in Indonesia must develop a 

well-thought-out strategy for dealing with the Covid-19 pandemic. Banks must carry out their 

performance optimally in dealing with the conditions of the Covid-19 pandemic, namely by 

using its capital efficiently in carrying out its performance and effectively in increasing profit 

for banks. 

The return on assets variable demonstrates a bank's ability to generate profits from 

asset management (Rajindra et al., 2021). The bank can declare that the company's 

performance is running effectively in improving its financial performance the more optimal 

it is in managing assets to earn income (Hanoon et al., 2020). The increase in profits obtained 

by banks may have an impact on the state of the gross domestic product (Ariwinata, I. P. S. 

and Badjra, 2021). This condition can be seen from 2018 to 2021, which has fluctuated; it 

can also be seen from 2019 to 2020, which has decreased, but has increased in 2021. Banking 

operations as a service company began to rise as a result of the covid-19 pandemic (Siska et 

al., 2021), and with an increase in ROA value, the development of gross domestic product 

also improved in 2021. 

Method 

This study employs explanatory research, which involves testing hypotheses about the 

relationship between variables. Annual financial reports, annual reports, and the Indonesian 

Capital Market Directory (ICMD) for banking companies in 2018, 2019, 2020, and 2021 were 

used as secondary data in this study. The information was obtained from Universitas 

Brawijaya's Investment Gallery. 

This study's population corresponds to the target population and has banking 

requirements that are listed on the Indonesia Stock Exchange, as well as bank financial 

statements that have been audited for the period 31 December 2018 - 2021. This study included 



  
 

Res Militaris, vol.13, n°2, January Issue 2023 2596 
 

15 banks in its population. The observation period was four years, from 2018 to 2021, so there 

were 60 observations in this study (15 banks multiplied by four years = 60 observations). Table 

2 shows the bank companies that made up the sample for this study, which were obtained from 

www.idx.co.id and accessed between August 1 and 7, 2022, based on the population in this 

study. The study's observation period is four years, from 2018 to 2021, so the total number of 

observations is (15 x 4 = 60). The companies listed below are data and research samples: 

Table 1. Research Data 

Variable 
Commercial Bank Average Per Year Commercial 

Bank Average 4 

Years 2018 2019 2020 2021 

Return On 

Assets 
2,006 1,869333 1,444667 2,092667 1,85316675 

Capital 

Adequacy 

Ratio 

21,052 21,04733333 23,85466667 27,87266667 23,4566666675 

Non-

Performing 

Loan 

1,262 1,636667 1,364667 1,094667 1,33950025 

Gross 

domestic 

product 

5,17 5,05 2,07 3,69 3,99 

In this study, we use the concept of measuring return on assets, capital adequacy ratio, 

and non-performing loans to gross domestic product. When these variables improve in banking, 

they can have a positive impact on Indonesia's GDP, especially during the Covid 19 pandemic. 

Table 2. Research Sample 

No Company 

1 Bank BCA 

2 Bank Mandiri 

3 Bank BNI 

4 Bank BRI 

5 Bank Mega 

6 Bank Danamon 

7 Bank Permata 

8 Bank Bumi Arta 

9 Bank Capital Indonesia 

10 Bank OCBC NISP 

11 Bank CIMB Niaga 

12 Bank Victoria Indonesia 

13 Bank PAN Indonesia 

14 Bank QNB Indonesia 

15 Maybank Indonesia 

The collected data was then analysed using multiple linear regression analysis with the 

SPSS program to determine the correlation and effect of the variables capital adequacy ratio 

(CAR), non-performing loans (NPL), and return on assets (ROA) on gross domestic product. 

The multiple linear regression equation model used in this study is as follows: 

Y = β0 + β1X1 + β2 X2 + β3 X3 + e. 
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Note: 

Y = gross domestic product 

β0 = constant 

β1-3 = regression coefficient 

X1 = capital adequacy ratio 

X2 = non-performing loan 

X3 = return on assets 

e = disturbance error 

Figure 1 below shows the conceptual design of the research showing the correlation 

between variables: 

 
Figure 1. Research Design 

Results 

Following the analysis, hypothesis testing was performed based on the significance 

value obtained from each variable. As a result, multiple linear regression analysis was 

performed to assess the impact of three independent variables (CAR, NPL, and ROA) on the 

dependent variable (gross domestic product). The results of the regression analysis performed 

with the SPSS 22.0 for Windows program are shown in Tables 3 and 4. 

The results of multiple regression analysis yielded a F = 10,421 and a significance value 

of 0.000 (less than a = 0.05). These findings indicate that the independent variables CAR, NPL, 

and ROA all have a positive effect on the gross domestic product at the same time. Furthermore, 

because the significance value is less than 5%, the proposed regression model merits further 

investigation in terms of goodness of fit. This illustrates that the model described and the 

realization are compatible based on the data analysis performed. 

The partial results of each variable's regression analysis, as well as the resulting 

regression equation model The significance values for the three independent variables CAR, 

NPL, and ROA are 0.041, 0.047, and 0.041, respectively, all of which are less than = 0.05. As 

a result, each variable has a partial positive effect on stock returns. Furthermore, using Table 

4, we can construct multiple linear regression equations as follows: 

Y = β0 + β1 X1 + β2 X2 + β3 X3 + e 

Y = 2.549 + 0.056 X1 + -0.316 X2 + 0.306 X3 + e 

Table 3 ANOVA Output Regression Results 
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Table 3. Anova Test 

 

The explanation in table 3 shows that the variables capital adequacy ratio (CAR), non-

performing loans (NPL), and return on assets (ROA) all have a significant impact on GDP 

(GDP). It can be seen that the variables capital adequacy ratio (CAR), non-performing loans 

(NPL), and return on assets (ROA) can have an effect on the condition of Indonesia's GDP 

before and during the Covid-19. Because these ratios are still controlled, the conditions for the 

capital adequacy ratio (CAR), non-performing loans (NPL), and return on assets (ROA) before 

the Covid-19 pandemic in 2018 - 2019 look quite good. 

Similarly, when the Covid-19 pandemic occurred in 2020 - 2021, the condition of the 

variable capital adequacy ratio (CAR), non-performing loans (NPL), and return on assets 

(ROA) increased as we approached 2021. In order to maintain system stability, Bank Indonesia 

issued Bank Indonesia Regulation Number 22/15/PBI/2020 concerning the third amendment 

to Bank Indonesia Regulation Number 19/3/PBI/2017 concerning short-term liquidity loans for 

conventional commercial banks. Financial policies established by the government and related 

authorities in anticipation of the Corona Virus 2019 (COVID-19) pandemic, bank Indonesia, 

as the financial system's authority, contributes to financial system stability, particularly in the 

banking sector, and helps maintain public trust in banks, namely by providing short-term 

liquidity loans to conventional commercial banks, and regarding short-term liquidity loans, it 

is necessary to adjust in overcoming banking problems, namely by taking the precautionary 

principle into account. The numerous rules and policies issued by Bank Indonesia to anticipate 

the financial system and existing banking ratios as a result of the Covid-19 pandemic can then 

maintain or encourage better improvements in Indonesia's gross domestic product (GDP). 

Table 4. Regression Coefficients and The Significance Values of Each Variable 

 

Discussion 

Effect of Capital Adequacy Ratio on Gross Domestic Product 

For the capital adequacy ratio variable, the t-test statistic yields a value of 2.087 with a 

significance level of 0.041 (0.05). As a result, the capital adequacy ratio has a significant 

positive effect on GDP both before and after the Covid-19 pandemic. According to his 

statement, the increase in CAR was influenced by the increase in bank capital (Brastama & 
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Yadnya, 2020), It can also be used to accelerate public credit distribution and allow banks to 

expand their operational activities (Yu, 2017). The state of the banking sector's capital 

adequacy ratio, which continues to rise, has a direct impact on Indonesia's GDP growth 

(Haryanto et al., 2019). 

Capital adequacy ratio based on (Sunaryo, 2020) is the amount of capital a bank owns 

that comes from the general public or from customers in the form of deposits, deposits, and 

savings. If the capital adequacy ratio falls, so does the bank's capital (Anggriani & Muniarty, 

2020). The decline in CAR at banks can be attributed to a decrease in banks' ability to earn 

profits, an increase in the volume of lending to the public, and an increase in commercial banks' 

non-performing loans (Badawi, 2017). The decline in the capital adequacy ratio (CAR) makes 

bank company performance less than optimal, which can have an impact on declining GDP 

conditions caused by service companies, particularly in the banking sector. 

Effect of Non-Performing Loan on Gross Domestic Product 

The t-test statistic for non-performing loans yields a value of -2.035 with a level of 

significance of 0.047. (0.05). Non-performing loans have a significant negative impact on 

GDP, it can be concluded. Non-performing loans, according to the statement, are an indicator 

of credit risk that can become a burden for banks (Singh et al., 2021), However, given the 

recent development of NPLs, it has continued to decline due to the community's ability to pay 

its obligations to banks (Ofria & Mucciardi, 2022). The lower the bank's level of non-

performing loans, the better its financial performance can be stated (Amalia & Nugraha, 2021). 

Banks' operating efficiency has increased as non-performing risks have been reduced (Khan et 

al., 2020). As long as the Covid-19 pandemic persists, it may have an impact on Indonesia's 

GDP, which is higher than in other countries. 

Non-performing loans as defined by (Prasanth et al., 2020) Specifically, one measure 

of bank business risk that demonstrates the risk of nonperforming loans in a bank. Non-

performing loans in banks can have a negative impact on bank performance if they rise. The 

rise in NPLs is one of the causes of non-current loan principals and interest paid by customers 

to banks, which can lead to subpar bank performance (Mazreku et al., 2018). The rise in non-

performing loans to banks as service providers has the potential to have a direct impact on 

Indonesia's GDP conditions. 

Effect of Return on Assets on Gross Domestic Product 

The variable return on assets t-test statistic yields a value of 2.092 with a significance 

level of 0.041. (0.05). Based on these findings, we can conclude that asset return has a 

significant positive effect on GDP. This statement implies that the bank's ability to increase 

overall profits from its operational activities influences the increase in return on assets 

(Rahadian & Permana, 2021), Specifically, by increasing public trust so that they invest their 

capital to be deposited in banks and increase lending to the public. Given the increasingly 

effective performance of banks, it has the potential to increase bank profits (Astawa et al., 

2019). Increasing the return on assets (ROA) in banking benefits Indonesia's GDP (El Khoury 

et al., 2021), which appears to be pretty good in the context of the covid-19 pandemic. 

Return on assets as defined by (Sani Akbar et al., 2021) is a metric that measures the 

assets owned by banks in order to generate profits; however, if a bank company has difficulty 

increasing its profits due to less-than-ideal lending to the community, then bank profits will 

fall. Conditions of declining return on assets (ROA) can lead to subpar banking performance 

(Buallay, 2019), This will have an effect on Indonesia's gross domestic product (GDP). 
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Theoretical Implications 

Capital adequacy ratio, non-performing loan, and return on assets can all be used to 

evaluate a bank's financial performance over time. Financial ratios in banks serve several 

purposes, including determining the bank's capital adequacy in its operations, measuring the 

ability to settle short-term obligations, determining the ability to generate profits, and 

measuring the ability to face risks from its operational activities. The more effective and 

optimal the bank's financial ratio management is, the better the bank's performance will be. 

The findings of this study explain the pre- and ongoing Covid 19 in bank companies in 

Indonesia. It can be seen that banks' capital adequacy is still seen as adequate, banks' ability to 

carry out their short-term obligations is running smoothly, and banks are still able to earn 

profits despite the fact that there was a Covid 19 pandemic. This explanation is supported by 

Kasmir's (2020) theory, which states that companies can run their operations optimally, 

resulting in increased profits. 

Practical Implications 

Gross domestic product is directly related to output. Economic growth is critical for the 

sustainability of the Indonesian economy, and the service sector, such as banking, is one of the 

factors that can affect GDP, as evidenced by its financial ratios. This could be one of the pillars 

for the growth of Indonesia's GDP. 

This study demonstrates that the capital adequacy and return on assets ratio has a 

positive and significant effect on GDP, with an increase in capital adequacy and return on assets 

being very influential in increasing GDP. Similarly, non-performing loans have a negative and 

significant effect on GDP, implying that the more stable a bank's bad loans, the higher GDP. 

These findings can be used by banks to develop company policies on information 

guidelines for bank performance reports on economic conditions. These findings can be used 

to conduct additional research for future researchers, specifically on Indonesian inflation, 

interest rates, and exchange rates. The inclusion of inflation, interest rates, and exchange rates 

is expected in future research to yield more developed results. 

Conclusion 

At commercial banks listed on the Indonesian stock exchange, the ratios of capital 

adequacy ratio (CAR), non-performing loan (NPL), and return on assets (ROA) all have a 

positive and significant effect on GDP (GDP). For the capital adequacy ratio (CAR) and return 

on assets (ROA) variables that have a significant positive effect on GDP in the phenomena 

before and after the Covid-19 pandemic, it can be seen that the CAR and ROA ratios still look 

quite good before and during the COVID-19 pandemic. 

In the phenomena before and after the Covid-19 pandemic, the non-performing loan 

(NPL) variable has a significant negative effect on GDP. NPL conditions are also still relatively 

good; since the Covid-19 pandemic, the NPL value at commercial banks has decreased, so that 

it can be concluded that the capital adequacy ratio (CAR), non-performing loans (NPL), and 

return on assets (ROA) for commercial banks listed on the Indonesian stock exchange can 

increase GDP in Indonesia before and after the Covid-19 pandemic. 
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Recommendation and future reseach 

Banking companies must continue to monitor the value of non-performing loans 

because rising NPL values can have a negative impact on bank performance. Banks that can 

effectively and optimally manage their bad loan portfolios can improve company performance. 

Similarly, in the banking system, the capital adequacy ratio and return on assets must be 

continuously increased in order to generate income for additional capital for banks. The more 

effective the bank is as a service company in maintaining the ratios of CAR, NPL, and ROA, 

the greater the impact on the gross domestic product in creating a better Indonesian economy. 

In order to develop further research, suggestions for additional research can include inflation, 

interest rates, and exchange rates. 
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