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Abstract. This research discusses comparison be@gigen of financial performance
of State-Owned Islamic Banks befuﬁnerger. PT. Bank Syariah Mandiri (BSM),
PT. Bank Rakyat Indonesia Syariah (BRI Syariah), and PT. Bank Negara Indonesia
Syariah (BNI Syariah) with after merger into PT. Bank Syariah uonesia (BSI)
Thk. The method used descriptive quantitative. Type of data used secondary data,
with C{)mpany’s financial statements for 2020 and in 2021, which was obtained
from the official website of Indonesia Stock Exchange www.idx.go.id. Technigque
used in data collection is literature study. The results showed that average ratio of
companies before the merger PT. BSM, PT. BRI Syariah, and PT. BNI Syariahin
2020 is Return On Asset (ROA) 1.26%, Return On Equity (ROE) 10.01%, Capital
Adequacy Ratio (CAR) 19.09%, Operating Cost and Operating Income (BOPO)
85.46%, Non Performing Financing (NPF) 1.28%. The value of the financial ratio
after the merger (PT. BSI, Thk) in 2021 showed that values of ROA 1.61%, ROE
13.71%, CAR 22.09%., BOPO 80.46%, and NPF 0.87%. Results of descriptive
analysis using .\'.lalislimce.ﬁﬁ 15 difference tests have a strong and also positive
relationship between the company’s financial performance before and aftfefthe
merger with a significant value 0.00. In addition, there was an improvement 1n the
company’s financial perfm?nce after the merger into PT. BSI, Tbk. Then with
these results, it shows that the company’s financial performance after 5§ merger
as measured by the ratio of ROA, ROE, CAR, BOPO, and NPF is more better than
the company before the merger.

Keywords: Financial Performance Report - Mergers - Financial Ratios

1 Introduction

Every company faces increasingly fierce competition between businesses, in the era
of globalization. This condition will certainly require companies to be able to make
strategies with the aim of maintaining their existence. The company is expected to be able
to choose the right strategy so that the company’s goals can be achieved. The selection
of strategies can be divided into two, namely internal strategies by developing products,
producing new products, and improving product quality, while external strategies are
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carried out by cooperating with other parties or other companies by merging through
Mergers.

Bank mergers are regulated in Government Regulation Number 28 of 1999, Com-
pany Law Number 40 of 2007 and Sharia Banking Law Number 21 of 2008. Mergers or
other corporate actions aim to increase value for shareholders. The merger of BSM, BNIS
and BRIS must also be able to increase value for other stakeholders such as the Islamic
banking industry, the business world (MSMESs), the world of education, hajj fund man-
agement and for the development of the Islamic economic ecosystem in a broad sense.
Merger between two or more companies and there is only one company that is retained.
The type of merger according to the economic view is usually applied in three types,
namely the horizontal type (horizontal merger) which combines two or more companies
where the type of business is still the same as what is happening in the banking industry.
Then the vertical type (vertical merger) that fuses several interconnected companies, for
example in sequential production lows and occurs usually in the automotive industry.
Conglomerate Merger which 1s a merger between several companies that produce prod-
ucts but have no relation at all between each other. Three state-owned Islamic banks
have signed a Conditional Merger Agreement (CMA). The three state-owned Islamic
banks that will be combined are BRI Syariah, BNI Syariah, and Bank Syariah Mandiri.
The CMA was an early part of the merger process. For information, BRI Syariah’s assets
in the second quarter of 2020 amounted to IDR 49.6 trillion, BNI Syariah IDR 50.78
trillion, and Bank Syariah Mandiri IDR 114.4 trillion N Indonesia, 2022).

Based on some of the objectives of the merger, Islamic bank@ Indonesia also
have goals. The purpose of the three Islamic banks merger is to be able to increase the
role of Islamic banking in efforts to develop the Islamic financial industry. The effect
of the merger decision will change the condition of the company, improve the main
performance in the financial system (Noor and Lestan 2020). Financial performance
is a form of acquisition obtained from the company’s operations. Some researches that
have examined financial performance are Fatinah (2021) entitled Financial Performance
Analysis, The Impact {Jfrger of 3 State-Owned Islamic Banks and Bank Syariah
Indonesia (BSI) Strategy in National Economic Development. The research concluded
that the merger of Islamic banks, capital problems in Islamic banks have been resolved
and Islamic banks will be able to expand more broadly to meet and facilitate the needs
of the community. The existence of large capital will also encourage Islamic banks
to provide greater financing to th blic. Research conducted by Anggraini (2017)
about islamic bank health analysts before and after the spin-off there was no significant
difference. In contrast to penelitian a (2021) In the results of his research, it was
stated that there wdif’f’eren{:es in the financial performance of five Islamic banks in
Indonesia, namely BNI Syariah, BRI Syariah, BIJB Syariah, Bank Syariah Bukopin, and
Bank Victoria Syariah one year before the spin-off activity and one year after the spin-off
activity. Same results on the study conducted by Noor et al. (2022) shows that there are
differences in liquidity, solvency, activity, and market ratios before and after the merger.

This research is different from the results of previous studies that have been carried
out by previous researchers. This study focuses on the comparison of Islamic banks
before the merger and after the merger by looking at their financial performance. The




The Analysis of Financial Performance in Merger Activity 201

purpose of this study is to find out the differences in financial performance proxied with
ROA, ROE, CAR, BOPO, NPF before and after the merger.

2 Literature Review

2.1 Signaling Theory

Signal Theory 1s as an internal party that has complete information that will be conveyed
to external parties, especially investors so that the stock price increases. (Nisafitri 2020).
Signal theory is able to provide information both from company management and exist-
ing parties who are certainly involved. This theory also gives signals to management that
uses an annual report, so when there is a replication of information, it will definitely give
a signal to investors to attract investment interest and be reflected in changes in stock
prices increasing or decreasing.

Information published by the company to the market regarding merger and acqui-
sition strategies. The announcement of this matter will give a signal to the market both
positive and negative signals and will later cause a market reaction.

2.2 Merger

According to MLE. Hitt, merger is the process of acquiring a company against another
company and a company that i1s taken over in a state of cessation or dissolution. Merger
15 one of the strategic efforts to form a highly competitive business entity. This strategic
effort 1s expeco improve some of the performance of its financial system (Okalesa
et al. 2014). In the Government Regulation of the Republic of Indoifg#fla No. 28 of 1999
concerning mergers, consolidations, and acquisitions of banks of the President of the
Republic of Indonesia, it is explained that a merger is a merger between 2 or more banks
by keeping one bank to stand and the other bank dissolved without liquidating first.

In general, company mergers can be caused by various factors including increasing
the company’s ability, diversifying in the business field, increasing control of market
share, reducing the tax burden in the company, valuation of assets that are lower than the
real thing, and also to increase the prestige of the company itself. So it can be concluded
that Merger 1s a company’s activity to merge from one company to another based on
law, then the merger of the company results in the dissolution of the company because
it has merged into one and become a new company.

2.3 Sharia Banking

B&®don UUNo. 10 of 1988 whichdiscusses banking explained that banks are mentioned
as business entities thatcollect funds from the public in the form of deposits and distribute
them to the public in the form of credit and or oﬂ'mbrms in order to improve people’s
living standards (Otoritas Jasa Keuangan, 2020). In carrying off¥ls business activities,
Indonesiahas divided banks into two parts, namely conventional banks that carry out their
operational activities not based on Islamic sharia principles but only based on economic
principles in general. Then there are Islamic banks that carry out their operations based
on the established Islamic sharia. Products in Islamic banks do not use elements of usury,
gharar, or maysir.




202 M. Rusli and A. Fitriana

After the Merger
(2021}

l l

Before the merger (2020)

Company Performance C'nmpan';l;g:::fnnm nee
ROA N - R {'J:E
ROE Difference test CAR
CAR -
BOPO
BOPO NPF
NPF
B
Conclusion

Fig. 1. Research Framework

2.4 Hypothesis

e hypotheses in this study as follows (Fig. 1):

e HI: There are differences in profitability ratios, Retun On Asset (ROA) and Return
On Equity (ROE) before and after the merger;

e H2: There are differences in the Capital Adequacy Ration (CAR) before and after the
merger;

e H3: There is a difference in the ratio of BOPO (Operating Expenditure to revenue);
and 3

e H4: There are differences in Non Performing Financing (NPF) ratios before and after
the merger.

3 Method

The method used in this study 1s a quantitative descriptive analysis method. This type
of research uses Literature Studies, such as journals, articles, and other documents that
contain various theoretical studies needed by research® (Siregar and Sissah 2021).
The data source used in this study was obtained from the Indones@pStock Exchange
(IDX), annual reports of the company under d}* accessed through www.idx.co.id and
related company websites. In this case the study analyzes the financial performance
before and after the merger PT. BSI represented by the Return On Asset financial ratio
(ROA), Return On Equity (RDEa:apital Adequacy Ratio (CAR), Operating Expenses
and Operating Income (BOHEW, Non Performing Financing (NPF). The subjects in the
study are PT. BSM, PT. BRI Syariah, PT. BNI Syariah dan PT. Bank Syariah Indonesia.
The variable measurement instrument is described as follows (Table 1):
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Table 1. Variables and research instruments

No | Variable Research Instruments
I | Profitability Ratio ROA = (Profit after tax/ Total asest) » 100%
ROE = (Profit after tax/ Total shareholders’ equity) > 100%

2 | Capital Adequacy Ratio (Capital/ ATMR) = 100%

3 |BOPO {Operating expenses/Operating Income) » 100%

4 |NPF (Non-performing financing/Total Financing) = 100%

(Non Perfoming Financing)

4 Result

4.1 Quantitative Descriptive Results Between Companies Before and After
Merger

Based on the test results, it 1s different from confidence interval percentage 95% on
the table paired samples statistics above 1t can be seen that the mean before the com-
pany merger was 23.4200 and after the merger became PT. BSI, Tbk. Rose to 23.7480
(Table 2).

The value of the correlation with N5 1s (.998 which means that the company before
the merger and after the merger has a strong and positive relationship with a significance
of or less than 5% (Table 3).

ased on the results of the paired sample test, can be ﬂn that the value of the t-.213
witha significance of 0.001 orless than 5% this means that there is a significant difference
in financial performance before the merger and after the merger. Then when viewed from
the Mean 1s, the merger of the company into PT. BSI, Tbk. Bisa meningkatkan kinerja
keuangan perusahaan dengan mean score (0.328, where before the merger the mean was
23.4200 to 23.748 after the merger (Table 4).

Table 2. ered Samples Statistics

Mean N | Std. Deviation | Std. Error Mean
Pair 1 |Before |23.4200 |5 |35.45696 1585683
Merger
After 23,7480 |5 | 3291373 1471947
Merger

Table 3. @r&d Samples Correlations

N |Correlation | Sig.
Pair 1 | Before Merger & After Merger |5 | .998 000
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Table 4. @r&d Samples Test

Paired Differences t df | Sig.
Mean | STDEV |Emor |95%
Confidence
Interval
Lower |Upper
Pair 1 | Before Merger after | =32 |3.44 1.54 | —4.60 |3.94 =21 |4 |.00
Merger

Table 5. Financial ratios of bank syariah state-owned before the merger in the last five years

Financial Ratios | BSM

2016 | 2017 | 2018 | 2019 |2020
ROA (%) 059 |059 |088 [1.69 |1.65
ROE (%) 581 |572 [821 |15.66|15.03
CAR (%) 1401 | 15.89 | 16.26 | 16.15 | 16.88
BOPO (%) 94.12 | 94.44 | 90.68 | 82.89 | 81.81
NPF (%) 313 (271 [ 156 |1 0.72
Financial Ratios | BRIS

2016 | 2017 | 2018 | 2019 |2020
ROA (%) 095 |051 |043 |031 |0.81
ROE (%) 74 |41 249 | 1.57 |5.03
CAR (%) 20063 | 20.05 | 29.23 | 25.26 | 19.04
BOPO (%) 91.33| 9534|9532 (968 |91.01
NPF (%) 319 (475 [499 338 |L.77
Financial Ratios | BNIS

2016 | 2017 | 2018 | 2019 |2020
ROA (%) 144 | 1.31 | 142 |[1.82 [1.33
ROE (%) 1194 | 11.42| 10.53 | 13.54 |9.97
CAR (%) 1492 (20.14 | 19.31 | 18.88 | 21.36
BOPO (%) 86.88 | 87.62 | 85.37 | 81.26 | 84.1
NPF (%) 164 |15 1.52 | 1.44 | 135

4.2 Financial Performance of Bank Syariah Indonesia Before the Merger

The financial statements data were taken before the company merger last five years
which is from 2016 to 2020 (Table 5).




The Analysis of Financial Performance in Merger Activity 205

+ ROA

ROA BSM consistently up from 2016 from 0,59% until 1,69% in 2019, then in 2020 it
experienced a decrease of 0,4%. While ROA BRIS in 2016 1s 0,95% then decreased in
2017 to 2019 about 0.64% but 1n 2020 ROA ncreased to (0,81%. BNIS ROA tends to
increase from 2016 to 2019 to 1.28% but slightly decreased in 2020 become 1,33%.

Overall, the financial performance condition shown by the ROA ratio in the last five
years has increased. The grezm ROA value is indicated by BNIS in 2019 and BSM in
2020 by 1.65%. Thmmws that the company’s performance is getting better because
the rate of return on assets owned by the company is quite large, namely the assets used
by the company can effectively generate profits.

* ROE

ROE BSM consistently increases every year, in 2020 it was recorded 15,03%, likewise
with BRIS roe increase occurred from 2017 to 2020 5.03%. For BNIS can be seen the
highest ROE in 2019.

This result shows that the ROE in the last five years is quite good, namely in the
BSM around 15.03% in 2020 and this is accompanied by ROE performance at BNIS in
2019 13,45%. This means that the c@®pany’s ROE condition before the merger is above
the industry average, which means that the company’s ability to use its equity is quite
effective.

o CAR

Ratio CAR BSM the highest 1.e. in 2020 of 16,88% this reflects that there has been a
growth in CAR in the last five years. Meanwhile, THE BRIS CAR in 2018 is quite high,
namely 29.23% and dropped mn 2019 to 25,26% and 2020 become 19,04%. Bnis CAR
figures are the highest among the three banks that merged in 2020, namely 21,36%. The

capital adequacy ratio in the last five years has grown to a value above the minimum
CAR in the banking industry, is 8%. Highest CAR 1s in 2020 worth 21.36% from BNIS.

« BOPO

The BOPO ratio 1s a comparison between operating costs and operating ilamc. This
ratio also shows the efficiency of bank operations in carrying out credit, the smaller
this ratio, the more efficient the bank will be in carrying out its business activities.
(Biasmara and Srijayanti, 2021). This BOPO BSM trend can be seen over the past five
years improving from 94,12% in 2016 it became 81,81% in 2020. Likewise, BOPO at
BRIS condition improved in 2019 96,8% and 2020 91.01%. The development of BOPO
for BNIS 1s quite good from 86,88% 1n 2016 became 81,26% 1n 2019, then in 2020 the
condition of BOPO increased to 84,1%.

The ratio comparing operating expenses with operating income can be seen from
the condition of BOPO in the last five years. BOPO conditions are still very ideal with
BOPO standards in the banking industry 1s 90%. We can see that the BOPO in 2020 on
B5Mis 81,81% and BNIS 81,26%.
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Table 6. B5I financial ratio after and before the merger

Financial Ratios | BSI Average Before
(Aflter Merger) | Merger

ROA (%) 1,61 1,26

ROE (%) 13,71 10,01

CAR (%) 22,09 19.09

BOPO (%) 8046 85.46

NPF (%) 0,87 1,28

¢ NPF

NPF BSM in the last five years has experienced good condition which 1s NPF in 2016
3.13% and experienced a decreased to 0,72% in 2020. For BRIS, the best NPF condition
is in 2020 by recording 1,77%. As for the best BNI NPF in 2020, is 1.35%. Related to
the ratio of non-performing financing is reflected in the NPF of the last five years of the
company where when the three companies experienced a condition of non-performing
loan ratio that decreased 1n 2020. The best condition occurred in the NPF BSM in 2020,
1s 0,72%.

4.3 Pmam:ml Performance of Bank Syariah Indonesia After the Merger

(See Table 6).

4.4 Comparative Analysis 9 Bank Syariah Indonesia Financial Performance
Before and After Merger

¢ ROA

BSI recorded the ROA in its first year worth1,61%. The ROA condition at BSI is still
quite ideal, where the average in the same industri in the 2021 book III bank is 1%.
When compared to the average ROA when the three State-Owned Islamic Banks before,
namely 1,26%, hence the increase in ROA occurs. This condition occurs due to an
increase in the amount of income from IDR 16.929mio to IDR 17.80mio, while 1in total
assets increased become 11%.

+ ROE

ROE value in the first year of BSIis 13.71%. Where ltawer;ige ROE in the industri 1s
the same 1s 12%. When compared to the average ROE of the three state-owned Islamic
banks before the merger is 10.01% then it can be seen that the Return Of Equety Ratio
has also increased by 27%. From the financial statements, it can be seen that the increase
in revenue in 2021 is 5%. The total value of Equity also increased by 13%.




The Analysis of Financial Performance in Merger Activity 207

s CAR

The Capital Adequacy Ratio on BSIis seen in the Figs. 22,09%. Where the CAR in the
three state-owned Islamic banks before the merger was on average 19.09%. The capital

equacy ratio in 2021 after the merger 15 22,09% or go up about 14% of the CAR ratio
of the three Islamic banks before the merger.

« BOPO

The bank’s profitability as measured by BOPO by comparing operating expenses to
BSI's operating income can be seen in 2021 1s 80,46%. Where this condition is still
very ideal for the average I BOPOindustr in December 2021 is 84.33%. Looking at the
BOPO 1in 2020 on the three Islamic banks before the merger, it has improved, decreased
around 6%.

s NPF

The quality of net financing reflected by NPF at BSI is in pretty good condition below
1 %. It can be seenthat the npf of the bank after the mergeris 0.87% or have improvements
around 3% from NPF before the mergeris 1,28%. Based on the 2020 financial statements,
the collectability level of receivables is: pass IDR 93 T, special mention IDR 2,6 T,
substandard IDR 314bio, doubtful IDR 1,56bio and loss is IDR 708bio with the total
amount of receivables in 2020 1s IDR 1,8 T. In 2021, the collectibility value of receivables
are pass IDR 105 T, special mention IDR 1,7 T, substandard IDR 655bio, doubtful IDR
3.64bio, and loss IDR 1.68bio with total net receivables IDR 119 T. Net receivables and
collectibility in 2021 is IDR 118.9 T increased around 9.9% compared to 2020. For the
largest contribution in 2021 is murabbahah, which is as big as IDR 1,6 T or increase 13%
from 2020. Current category murabbahah compensatory 1s IDR 97 T, special mention
IDR 1,9 T, substandard IDR 935bio, dobtful IDR 516bio, and loss is IDR 1,2 T. The
increase in current collectibility (pass) by 12,98%, special mention decreased 35,98%,
substandard increased 108,51%, dobtful increased 133.52%, while loss decreased to
76,15%.

5 Conclusion

Based on I.Ercsults of the difference test, it 1s known that the T value 1s minus which
means that there is a significant difference between the average financial performance of
state-owned Islamic banks befhrg]e merger represented by the ratio ROA, ROE, CAR,
BOPO and NPF. This shows that the financial performance of state-owned Islamic banks
before the merger became PT B Syariah Indonesia. Tbk, experienced an increase.
This reflects that the purfse of the merger into PT Bank Syariah Indonesia Thk #ne
of which is to improve Eﬂ company’s financial performance can be achieved. This
research is also expected to be a consideration for companies after the merger to spur
better performance in the future. In addition, the results of this study also strengthen or
refute several previous research theories that were used as a reference for this research,
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but to measure the company’s financial performance it would be better to use financial
data in a longer period of tir nd for further research, several other ratios can be used
other than those carried out 1n this study.
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