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Abstract: This study aims to determine the effect of systematic risk (Beta) and COVID-
19 as independent variables, then non-performing loans (NPL), liquidity risk (LR), 
solvency risk (SR), bank risk (Z-score), and ownership type (OT) as control variables on 
the dependent variables financial performance proxied using ROA and ROE. The 
research method is quantitative covering data from 17 banks listed in Indonesia over a 
six-year period (2017-2022) and using panel data regression analysis technique 
processing. The addition of new independent variables in this study is operational risk 
which has a positive and significant effect on ROA and ROE. In addition, liquidity risk 
and solvency risk also have a positive and significant effect on ROA and ROE, while 
ownership type variables have negative and significant effect on ROA and ROE. 
Understanding the impact of these factors will help companies make the right decisions 
to reduce risk and optimize their financial performance in Indonesia. The implication for 
financial managers is to maximize the long-term debt and leverage of the company which 
aims to support the company’s operational activities. This research also provides 
important information for investor in making investment by assessing companies that 
have good financial performance. 
Keywords: Financial Performance, Systematic Risk, Operational Risk, Liquidity Risk, 
non-performing loans, solvency risk, bank risk, ownership type, COVID-19 

 
INTRODUCTION 

 

The COVID-19 pandemic has had a major negative impact on the global economy 
with many job losses. The pandemic has also increased the risk to business income 
prospects in developed and developing countries. In other words, this condition poses 
serious challenges to the world economy and has an impact on financial conditions in 
many countries (Park & Shin, 2021). This includes the risk and performance conditions 
of banks in Indonesia. The level of bank risk and performance during COVID-19 is still a 
concern and requires further empirical investigation (Tran et al., 2022) 

Financial performance of a company is very attractive to managers, so it is very 
important for company growth. By assessing the financial elements of a business, it will 
be seen the development of the industry and assess whether the policies implemented 
by the company are feasible or not (Phulong & Gladys Legotlo, 2021). Financial 
performance is proxied by return on assets (ROA) which shows that the business is 
successful in generating profits (Dura, 2022). When a company uses its assetsefficiently, 
then it leads to an increase in its profit margin. The higher the return on assets (ROA), it 
shows a favorable indication because the company will generate profits, thus attracting 
the attention of investors to engage in stock transactions (Ramadhan et al., 2023). ROA 
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will measure the effectiveness of the bank’s management in generating profits from its 
assets and is calculated as the ratio between the company’s income and total assets 
and total assets. Therefore, ROA provides an overview of the bank’s ability to generate 
profits from the limited resources it has (Kwashie et al., 2022). In addition, return on 
equity (ROE) is also an important part of considering how much an investor's investment 
in a company can generate the return expected by investors (Kohar et al., 2021). 
Assessing the extent to which a company is able to generate profits from capital that has 
been invested by high shareholders can be measured using ROE. This ratio is calculated 
using net income and total equity (Wahyu & Budianto, 2023). 

Previous research Goswami & Malik, (2024) there are several factors that affect 
financial performance, namely systematic risk, operational risk (BOPO), COVID-19, non-
performing loans (NPL), liquidity risk (LR), solvency risk (SR), bank risk (Z-score), and 
ownership type (OT). systematic risk is one of the parameters often used to evaluate 
systematic risk is beta. systematic risk is a type of risk that cannot be avoided or reduced 
through diversification.  

This relates to overall market conditions, such as changes in the macro economy, 
interest rate fluctuations, political risk, changes in inflation, currency exchange rate 
instability, and other market risks (Tampi, 2022). The results of (Goswami & Malik, 2024) 
found that systematic risk has a negative influence on return on assets (ROA) during 
wave II of the COVID-19 pandemic. This is in line with research conducted by (Adrian & 
Brunnermeier, 2016) which found that there is a significant negative influence between 
systematic risk and financial performance. The results of research (Goswami & Malik, 
2024) also see that there is a strong and negative influence between systematic risk and 
the financial performance of banks in India. Based on this situation, there is an influence 
of Systematic Risk on Financial Performance. 

The government's prevention of COVID-19 represents a significant decline in 
economic activity and loss of income for companies and households. As a result, 
creditors experience decreased creditworthiness and difficulty repaying their loans, 
which adversely affects the performance of the banking system. The results of (Goswami 
& Malik, 2024) found that there is a positive influence between the COVID-19 pandemic 
and the financial performance of banks in India. Meanwhile, the results of research (Beck 
& Keil, 2022) found that the impact of COVID-19 has a negative influence on financial 
performance. In line with research (Baumöhl et al., 2022) which found that the negative 
impact of COVID-19 on financial performance. Based on this situation, there is an 
influence of COVID-19 on Financial Performance. 

Non-performing loans (NPL) can also affect financial performance. The higher the 
NPL value, the higher the risk of default (Goswami & Malik, 2024) NPL as a proxy for 
default risk, which is calculated using the ratio of gross loans to gross advances. The 
results of (Goswami & Malik, 2024) found a significant and negative influence between 
non-performing loans (NPL) and financial performance in the Indian banking industry. 
This is in line with research conducted by (Tran et al., 2022), which found that there is a 
negative influence between NPL and financial performance. The results of research by 
(Kwashie et al., 2022b) also show that non-performing loans (NPLs) negatively affect the 
financial performance of banks. Based on this situation, there is an influence of Non 
Performing Loan on Financial Performance. 

Liquidity risk has significant potential to generate more interest income for the 
banks involved. This is due to the banks' ability to use available funds to lend to 
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borrowers at higher interest rates, which in turn can increase their overall interest income. 
The positive effect of this increase in interest income on the bank's performance level 
can be seen through an increase in net income, net interest margin, and possibly an 
increase in the bank's overall asset value (Goswami, 2022a). The results of the study 
(Goswami & Malik, 2024) liquidity risk has a negative influence with ROA.  

In the research of Ben Zeineb & Mensi (2018a) shows that there is a significant 
negative effect on liquidity risk (LR) on bank performance. Conversely, research 
(Goswami, 2022a) states that there is a positive influence between liquidity and bank 
financial performance. Based on this situation, there is an influence of Liquidity Risk on 
Financial Performance. 

Solvency risk uses a ratio that is used for the bank's ability to withstand in the long 
term. In Solvency risk if the solvency ratio is high, there will be a high level of risk of loss 
but also a great opportunity for profit. Conversely, if the solvency ratio is low, there will 
certainly be a lower level of risk of loss (Aryaningsih et al., 2022). According to the results 
of research conducted by (Goswami & Malik, 2024), it was found that solvency risk had 
a significant negative impact on the financial performance of banks in India during waves 
I and II of the COVID-19 pandemic. Meanwhile, the results of the study (Ahmad Wani & 
Ahmad Dar, 2015) confirmed that solvency risk, as expected, has a negative and 
significant impact on financial performance. Based on this situation, there is an influence 
of Solvency Risk on Financial Performance. 

Bank risk describes the level of risk or potential vulnerability faced by a financial 
institution in carrying out its operations. according to (Goswami & Malik, 2024) one of the 
bank risk measurements is using Z-score. The results of (Goswami & Malik, 2024) 
showed that bank risk (Z-score) has a positive impact on financial performance. This 
finding is supported by data from (Dayal, 2021) Meanwhile, during wave II of the COVID-
19 crisis 2020-2021 the study found that Z-score had a negative effect with ROA. 
However, the ROE coefficient has a negative impact. In the study (Ahmed et al., 2022) 
found that the Z-score coefficient has a positive and statistically significant impact on 
both measures of financial performance of banks in India. Based on this situation, there 
is an influence of Bank Risk on Financial Performance. 

Ownership type is the share ownership that exists in a company Fahdiansyah et 
al., (2018). The main significance of ownership type (OT) lies in its capacity to shape the 
direction of company operations, so that it can affect financial performance (Ivan, 2020). 
Corporate governance consists of several parts, one of which is ownership composition  
(Mardianto & Khellystina, 2021). The results of (Goswami & Malik, 2024) show a positive 
and significant influence between ownership and financial performance. (Din et al., 2022) 
found that ownership type (OT) has a positive and significant impact on return on equity 
(ROE). This is in line with research conducted by (Aboagye-Otchere & Boateng, 2023) 
showing a positive influence between ownership on financial performance as measured 
using return on assets (ROA) and return on equity (ROE). Based on this situation, there 
is an influence of Ownership type on Financial Performance. 

This research will add the novelty of operational risk. The most important thing in 
implementing risk management is to implement proper procedures and risk management 
so that the bank's business activities can function efficiently. The results of research by  
(Kandie & Bitange , 2023) show that operational risk (BOPO) has a positive influence 
between operational risk and financial performance. Meanwhile, the results of research 
conducted by (Grace et al., 2020) found that operational risk management and financial 
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performance have a negative and significant effect. The results of this study are in line 
with research (Nurul et al., 2023) found that operational risk (BOPO) has a negative and 
significant effect on financial performance. Based on this situation, there is an influence 
of Operational risk on Financial Performance. This study will investigate various banks 
listed in Indonesia during the period 2017 to 2022. The research objective is to determine 
the factors that affect the risk and financial performance of banks listed in Indonesia for 
the COVID-19 period. 
 

METHODS 
 

In this study, the sampling method used was purposive sampling, which is a 
method used to select samples based on certain criteria relevant to the research 
objectives. The type of data used in the research is quantitative. The data collection 
method in the research is the secondary data collection method. The data source comes 
from the Indonesia Stock Exchange website (https://www.idx.co.id/) and from the website 
of each company. The sample of this study includes 102 periods of financial statements, 
consisting of 17 banks for 6 years (period 2017-2022). Table 1 displays the criteria used 
to select the sample in this study. To ensure validity and reliability, steps such as 
consistency checking of data from different sources and data completeness analysis 
were taken. In addition, the collected data will be processed using quantitative analysis 
methods such as regression or statistical tests. The validity of the research results is also 
supported by testing the research variables that have been clearly defined, including 
independent, dependent and control variables. 

 
Table 1. Sampling Criteria 

   Criteria  Amount 

Population Banks listed on the Indonesia Stock Exchange for the period 2017-
2022. 
Banks that have domestic and foreign institutional shares on the 
Indonesia Stock Exchange for the period 2017-2022. 
Banks that do not have data availability related to the 
measurement of each variable in each company. 
Banks that are eligible to be sampled 
Total data used for research (6 years x 17 Banks) 

 47 
 

(17) 
 

30 
17 

102 

Source: E-views 10 Output (2024) 
 

This study aims to determine and examine the effect of systematic risk (Beta), 
operational risk (BOPO), COVID-19, non-performing loans (NPL), liquidity risk (LR), 
solvency risk (SR), bank risk (Z-score), and ownership type (OT) on financial 
performance. The secondary data obtained previously were taken for six years (2017-
2022). This research uses the panel data regression analysis method with E-views 10 
software. The following is the measurement process for each variable: 
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Table 2. Variable Measurement 

Variable 
Type 

  Variable Name            Formula                                                Reference 

Variable 
Dependent 
 
 
 
 
Variable 
Independen
t 
 
 
 
 
 
 
 
 
 
 
 
Variable 
Control  

  ROA                               
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡
                                                       

 

 ROE                              
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 

 
 

 Beta                                   
𝜎𝑖𝑚

𝜎2
𝑚

 

 
 

 BOPO                         
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐶𝑜𝑠𝑡

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐼𝑛𝑐𝑜𝑚𝑒
 x 100% 

                              
 
 COVID-19              𝑐𝑜𝑣𝑖𝑑 = 1 𝑖𝑓 𝑡ℎ𝑒 𝑦𝑒𝑎𝑟 𝑖𝑛𝑐𝑢𝑟𝑠 𝐶𝑂𝑉𝐼𝐷 − 19, 
                                𝑐𝑜𝑣𝑖𝑑 = 0 𝑜𝑡ℎ𝑒𝑟𝑤𝑖𝑠𝑒  
                                 1 =  2020, 2021, 2022;     
                                   0 =  2017, 2018, 2019 
 

  NPL                           
𝑁𝑜𝑛 𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑖𝑛𝑔 𝑙𝑜𝑎𝑛𝑠

   𝑇𝑜𝑡𝑎𝑙 𝐿𝑜𝑎𝑛𝑠 & 𝐴𝑑𝑣𝑎𝑛𝑐𝑒𝑠
 x 100% 

 

  LR                            
𝐿𝑖𝑞𝑢𝑖𝑑𝑖𝑡𝑦 𝑎𝑠𝑠𝑒𝑡−𝑆ℎ𝑜𝑟𝑡 𝑡𝑒𝑟𝑚 𝑏𝑜𝑟𝑟𝑜𝑤𝑖𝑛𝑔

𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑝𝑜𝑠𝑖𝑡
 x 100% 

 

  SR                                          
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑇𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡
  

 

  Z-score                          
𝑅𝑂𝐴 + 

𝐸𝑞𝑢𝑖𝑡𝑦

𝐴𝑠𝑠𝑒𝑡𝑠

𝑆𝑡𝑎𝑛𝑑𝑎𝑟𝑡 𝐷𝑒𝑣𝑖𝑎𝑛𝑡𝑖𝑜𝑛 𝑜𝑓 𝑅𝑂𝐴
  

 
 

  OT                     
𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑠ℎ𝑎𝑟𝑒𝑠 𝑜𝑤𝑛𝑒𝑑 𝑏𝑦 𝑚𝑎𝑛𝑎𝑔𝑒𝑟𝑖𝑎𝑙 + 𝑖𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑠

𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑠ℎ𝑎𝑟𝑒𝑠 𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔
 

 (Aboagye-

Otchere & 

Boateng, 2023) 

 

 

(Safitri & 

Handayani, 

2017) 

(Astuti & Husna, 

2018) 

 

(Nguyen et al., 

2024) 

 
 
 
(Goswami, 
2022b) 
 
(Ben Zeineb & 
Mensi, 2018) 
 
(Morara & 
Sibindi, 2021) 
 
(Pham & 
Nguyen, 2023) 
 
(Pinto et al., 
2024) 

 

    

The available data will be measured and tested using Eviews 10 software. The 
regression equation is as follows: 
 
Model 1: 

ROA= 
0
+ 

1 
Beta+

2
BOPO+

3
COVID19+   

 

ROA= 
0
+ 

1 
Beta+

2
BOPO+

3
COVID19 + 

4
NPL+

5
LR + 

6
SR + 

7
Zscore + 

8
OT +   

 
Model 2: 

ROE = 
0
+ 

1 
Beta+

2
BOPO+

3
COVID19+   
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ROE = 
0
+ 

1 
Beta+

2
BOPO+

3
COVID19 + 

4
NPL+

5
LR + 

6
SR + 

7
Zscore + 

8
OT +   

Description: 

ROA  = Return on Assets 

ROE  = Return on Equity 

Beta  = Systemic Risk 

BOPO  = Operating Risk 

COVID-19 = Covid-19 

NPL  = Non Performing Loans 

LR  = Liquidity Risk 

SR  = Solvency Risk 

Z-score  = Bank Risk 
OT  = Ownership type 


0
  = Constant 


1 


2


3
  = Koefisien regresi 

                      = Standard error 
 

RESULTS AND DISCUSSION 
 

In the ROA model, based on the Hausman test that has been carried out, with a 
significance level of 5%, it can be stated that the Fixed Effect Model (FEM) is better than 
the Random Effect Model (REM). From these two tests, it is concluded that with a 
significance level of 5%, the model that best fits the data is the Fixed Effect Model (FEM). 
Meanwhile, in the ROE model, based on the LM test, with a significance level of 5%, the 
Random Effect Model (REM) is better than the Common Effect Model (CEM). From these 
three tests, it is concluded that with a significance level of 5%, the model that best fits 
the data is the Random Effect Model (REM). Table 3 presents a sample size of 102 
observations in the 2017-2022 period used to test the effect of systematic risk, 
operational risk, Covid-19, non-performing loans, liquidity risk, solvency risk, bank risk, 
and ownership type on financial performance. The statistical table displays the mean, 
maximum, minimum, and standard deviation values for each variable. ROE has a mean 
value of 0.0460, standard deviation of 0.0443, minimum -0.5470, and maximum 0.3412. 
ROA has a mean value of 0.0064, standard deviation of 0.0198, minimum -0.0892, and 
maximum 0.0867. Systematic Risk has a mean value of 0.3795, a standard deviation of 
1.5881, a minimum of -3.2192, and a maximum of 5.7198. Operating Risk has a mean 
value of 0.9689, standard deviation 0.5249, minimum 0.0011, and maximum 3.3522. 
NPL has a mean value of 0.0364, standard deviation 0.0397, minimum 0.0004, and 
maximum 0.2158. Liquidity Risk has a mean value of 2.7912, a standard deviation of 
5.2338, a minimum of -4.5366, and a maximum of 42.2573. Solvency Risk has a mean 
value of 0.0046, a standard deviation of 0.0363, a minimum of -0.2001, and a maximum 
of 0.1167. Ownership Type has a mean value of 0.5637, a standard deviation of 0.3970, 
a minimum of 0.000001, and a maximum of 1.1123. Bank Risk has a mean value of 
46.9384, a standard deviation of 45.9964, a minimum of 1.3306, and a maximum of 
250.0046. 
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Table 3. Test Results of the Fourth Week of Effects 

Variable Mean Maximum Minimum Standard Deviation 
ROA 0.0064 0.0870 -0.0892 0.0180 

ROE 0.0460 0.3413 -0.5470 0.1035 
 

Systemic Risk 
Operating Risk 

NPL 
Liquidity Risk 
Solvency Risk 

Ownership Type 
Bank Risk 

0.3795 
0.9689 
0.0364 
2.7912 
0.0046 
0.5637 

46.9384 

5.7198 
3.3522 
0.2158 

42.2573 
0.1167 
1.1123 

250.0046 

-3.2192 
0.0011 
0.0004 
-4.5366 
-0.2001 

0.000001 
1.3306 

1.5881 
0.5249 
0.0397 
5.2338 
0.0363 
0.3970 

45.9964 

Source: E-views 10 Output (2024) 
 

This test aims to evaluate whether each independent variable has a significant 
impact on the dependent variable. If the significance value (sig) of the t test is less than 
0.05, then the null hypothesis (Ho) will be rejected, indicating that the independent 
variable has a significant influence on the dependent variable. Conversely, if the sig 
value of the t test is greater than 0.05, then the null hypothesis will be accepted, indicating 
that the independent variable does not have a significant effect on the dependent 
variable. 

 

𝐻1: There is an Effect of Systematic Risk on Financial Performance 

The statistical test results show that the effect of systematic risk on ROA has a 
probability value of 0.9702, which is greater than the alpha value of 0.05. This means 
there is not enough statistical evidence to reject the null hypothesis. The null hypothesis 
in this context states that systematic risk has no significant effect on ROA. In other words, 
this test result implies that statistically, there is no significant relationship between 
systematic risk and ROA. Meanwhile, the effect of systematic risk on ROE also shows a 
probability value of 0.3049, which is also greater than the alpha value of 0.05. This 
indicates that there is not enough statistical evidence to reject the null hypothesis. 
Therefore, based on the results of this test, there is no significant relationship between 
systematic risk and ROE.  

The test results show that there is not enough evidence to state that systematic 
risk has a significant influence on ROA and ROE. This is not in line with the results of 
(Goswami & Malik, 2024) which says that there is a strong and negative influence 
between systematic risk and the financial performance of banks in India. Systematic Risk 
does not significantly affect ROE and ROA can be caused by several factors. Systematic 
risk does not directly affect the financial performance of banks, including ROE and ROA, 
because banks have mechanisms and factors that can mitigate its impact. First, banks 
tend to have broad portfolio diversification and a large scale of operations. This allows 
them to earn revenue from various sources such as loans, investments, and other 
financial services. Second, banks are tightly managed by regulators and subject to 
careful supervision, so they must adhere to strict standards and requirements designed 
to strengthen the resilience of the financial system as a whole. This helps insulate banks 
from the direct impact of systematic risk. Third, banks usually have greater access to 
liquidity and emergency reserves that can be used in crisis situations. By having access 
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to sufficient liquidity, banks can fulfill their financial obligations and maintain smooth 
operations. In addition, there is a large variance in the systematic risk data that causes 
insignificance in the results, which suggests that in systemic risk analysis, large 
variations in data can reduce the relevance or importance of the results obtained. 
 

𝐻2: There is an Effect of Operational risk on Financial Performance 

The results showed that the effect of Operational Risk on ROE has a probability 
value of 0.0000, while on ROA is 0.0003. Both values are smaller than the alpha value 
of 0.05. This indicates that there is sufficient statistical evidence to reject the null 
hypothesis in both cases. In this context, the null hypothesis states that there is no 
significant effect of Operational Risk on ROE and ROA. However, since the probability 
value obtained is less than 0.05, we can reject the null hypothesis. The coefficient values 
for both models are positive. Therefore, it can be concluded that Operational Risk has a 
significant and positive influence on bank financial performance as measured by ROE 
and ROA. The results of this study are in line with the research of (Kandie & Bitange, 
2023) and show that operational risk (BOPO) has a positive influence between 
operational risk and financial performance. Intuitively, there are several explanations why 
the effect is positive. First, higher operational risk may signal that bank firms are taking 
greater risks in an effort to achieve better results. This can happen for example when 
banks expand their product or service range, improve operational efficiency, or innovate 
in their operations. Secondly, well-managed operational risks may reflect the high quality 
of risk management within the bank firm. In other words, banks that are able to identify, 
assess, and manage operational risks well have a higher probability of achieving better 
financial performance. 

 

𝐻3: There is an Effect of COVID-19 on Financial Performance 

The results showed that the effect of COVID-19 on ROA had a probability value of 
0.1142, while on ROE it was 0.9021. In both cases, the probability value is greater than 
the alpha value of 0.05. In this context, a probability value greater than 0.05 indicates 
that there is not enough statistical evidence to reject the null hypothesis. The null 
hypothesis in this case may state that there is no significant effect of COVID-19 on ROA 
and ROE. 

This is not in line with the results of (Goswami & Malik, 2024) which found that 
there is a positive influence between pandemic and ROE. 

Found that there is a positive influence between the COVID-19 pandemic and the 
financial performance of banks in India during the observed study period. The 
interpretation of this result is that, based on statistical analysis, there is not enough 
evidence to conclude that COVID-19 has a significant impact on the financial 
performance of banks as measured by ROA and ROE. This could be due to various 
factors, such as stimulus policies implemented by the government, the adaptive 
response of the financial industry, or perhaps the duration of the impact of the pandemic 
which may not have covered a sufficient period of time in this study. 

 

𝐻4: There is an Effect of Non Performing Loan on Financial Performance 

The results showed that the effect of Non Performing Loan (NPL) on ROA has a 
probability value of 0.6810, while the ROE is 0.3318. Both values are greater than the 
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alpha value of 0.05. This indicates that there is insufficient statistical evidence to support 
the rejection of the null hypothesis in both cases. In this context, the null hypothesis 
states that there is no significant effect of NPL on ROE and ROA. Therefore, by not being 
able to reject the null hypothesis, we cannot conclude that there is a significant effect 
between NPL and ROE or ROA.  

This study is not in line with the results of (Goswami & Malik, 2024) who found a 
significant and negative influence between non-performing loans (NPL) and financial 
performance in the Indian banking industry using ROA and ROE measurements. The 
insignificant effect of NPL on ROE and ROA may be due to several factors. One is that 
NPLs may not have a significant direct impact on the profitability and efficiency of bank 
firms. While NPLs may signal credit risk, their impact on financial performance may be 
offset by other factors, such as interest income and operating expenses. 

 

𝐻5: There is an Effect of Liquidity Risk on Financial Performance 

The results showed that the probability of Liquidity Risk has a low probability value 
on ROA and ROE, namely 0.0000 and 0.0001. This value is smaller than the alpha value 
of 0.05. This indicates that there is strong evidence to reject the null hypothesis in both 
cases. In this context, the null hypothesis states that there is no significant effect of 
Liquidity Risk on ROA and ROE. With a probability value less than 0.05, we can reject 
the null hypothesis. Based on the regression coefficients generated by both models, the 
regression coefficient values are positive. Therefore, it can be concluded that there is a 
significant and positive relationship between Liquidity Risk and ROA and ROE. 

This is in line with the results of research by Goswami & Malik, (2024) indicating 
that liquidity risk (LR) has a positive influence on profitability, indicating that the presence 
of more significant liquidity flows and better financial conditions of banks contribute to 
improved financial performance among Indian banks. The positive effect of liquidity risk 
suggests that higher liquidity risk can contribute positively to the financial performance 
of bank firms, which is reflected in higher ROA and ROE. This could be due to several 
factors. First, well-managed liquidity risk may encourage banks to allocate their assets 
more efficiently, which in turn may increase their income from banking operations and, 
consequently, result in higher ROA and ROE. Secondly, well-managed liquidity risk can 
also reflect strong risk management within bank firms, which includes appropriate 
strategies to address liquidity risk and maintain the financial health of the bank. This can 
increase the confidence of investors and other stakeholders, which can have a positive 
impact on the bank's ROE. 
 

𝐻6: There is an Effect of Solvency Risk on Financial Performance 

The results showed that Solvency Risk has a very low probability value on ROA 
and ROE, which is 0.0000. This value is much smaller than the alpha value generally 
used in statistical tests, which is 0.05. Thus, there is evidence  
to reject the null hypothesis in both cases. In this context, the null hypothesis states that 
there is no significant effect of solvency risk on ROA and ROE. With a probability value 
less than 0.05, we can reject the null hypothesis. From the regression coefficient results, 
it is found that the regression coefficient values for both models are positive. Therefore, 
it can be concluded that there is a significant and positive relationship between solvency 
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risk and ROA. significant and positive relationship between solvency risk and ROA and 
ROE.  

This is not in line with the results of research conducted by Goswami & Malik, 
(2024) which found that solvency risk has a significant negative impact on the financial 
performance of banks in India. The positive effect of solvency risk suggests that higher 
solvency risk can contribute positively to the financial performance of bank firms, which 
is reflected in higher ROA and ROE. One explanation for this positive impact is that well-
managed solvency risk may indicate that the bank firm has sufficient capital to bear 
financial risks and meet its financial obligations. This can increase investor and other 
stakeholder confidence, which in turn can increase the bank's enterprise value and drive 
ROE growth. 
 

𝐻7: There is an Effect of Bank Risk on Financial Performance 

The results showed that the effect of bank risk on ROA has a probability value of 
0.0482, while on ROE it is 0.4523. In this context, the alpha value used in the statistical 
test, which is 0.05, indicates that there is enough statistical evidence to reject the null 
hypothesis for ROA and there is not enough statistical evidence to reject the null 
hypothesis for ROE. Therefore, it can be concluded that there is an effect of bank risk on 
ROA and there is no effect of bank risk on ROE.  

This is not in line with the results of research by Goswami & Malik, (2024) showing 
that bank risk (Z-score) found a positive impact on financial performance. When bank 
risk does not significantly affect return on equity (ROE) and return on assets (ROA), there 
are several phenomena that may be the cause. It can be concluded that bank risk has a 
significant impact on ROA, but no significant effect on return on equity (ROE). This 
indicates that bank risk tends to have a more direct and measurable impact on 
profitability reflected in ROA, but may not affect the return on equity reflected in ROE in 
the same way. This can be understood by considering the difference between ROA and 
ROE. ROA measures how efficient a bank is in generating profits from the assets it owns, 
while ROE measures the rate of return provided to the bank's shareholders from the 
capital they invest. Bank Risk, such as credit risk or operational risk, may have a direct 
impact on a bank's profitability as it may reduce revenue or increase operating expenses, 
thus affecting ROA. However, the impact of bank risk may not always be directly related 
to the bank's return on equity. ROE is also influenced by capital structure and leverage, 
as well as other factors that are not only related to the daily operations of the bank. 
Therefore, while Bank Risk may impact the overall profitability of the bank as reflected in 
ROA, its impact on the rate of return enjoyed by shareholders may be more complex and 
not always directly measurable in ROE. In addition, Bank Risk has a positive influence 
on ROA due to several factors associated with risk itself. One of them is that banks that 
take measured and well-managed risks tend to invest more aggressively or lend to 
customers that have the potential to generate higher returns. In this context, the bank 
may be able to achieve greater earnings from its assets, which in turn increases ROA. 
 

𝐻8: There is an Effect of Ownership Type on Financial Performance 

The results showed that the effect of Ownership type on ROA has a probability 
value of 0.0257, while on ROE is 0.0088. In this context, the probability value is smaller 
than the alpha value of 0.05. The effect of Ownership type on ROA shows that there is 
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sufficient statistical evidence to reject the null hypothesis. The regression coefficient 
value for Ownership type on ROA is negative. This means that there is a significant and 
negative relationship between Ownership type and ROA. Furthermore, for the effect of 
Ownership type on ROE, the probability value is 0.0129 or less than the alpha value of 
0.05 also indicates that there is enough statistical evidence to reject the null hypothesis. 
In this context, the null hypothesis states that there is no significant effect of Ownership 
Type on ROE. The regression coefficient value for Ownership type on ROE is negative. 
Therefore, we can conclude that Ownership type has a significant and negative 
relationship with ROE. 

This is not in line with the results of research by Goswami & Malik, (2024) which 
shows a positive and significant effect between ownership and financial performance and 
research by (Din et al., 2022) which found that ownership type (OT) has a positive and 
significant impact on ROE, which indicates that an institutional investor plays a significant 
role in improving the financial performance of companies in Pakistan. The negative effect 
of Ownership Type on ROA and ROE in bank companies can be explained through 
several factors that affect financial performance. First, firms owned by government or 
financial institutions often have different objectives compared to private firms. Social or 
political objectives may dominate over profitability objectives, leading to decision-making 
that may not always optimize financial outcomes. Secondly, stricter regulatory structures 
or constraints on certain decision-making may inhibit flexibility and innovation, which are 
important for improving profitability. 

The panel data regression model used by previous research Goswami & Malik, 
(2024) can be written as follows: 
 
ROA = -0.0074+ 0.000002Beta + 0.0103BOPO - 0.0022COVID19 - 0.0094NPL + 
0.0015LR + 0.5854SR + 0.00004Zscore - 0.0074OT  
 
ROE = -0.0180 - 0.0039Beta + 0.0623BOPO + 0.1805NPL + 0.0054LR + 2.4832SR + 
0.0001Zscore - 0.0001 OT 
 

CONCLUSION 
 

Based on the tests that have been carried out, the results obtained operational risk 
variables have a significant positive effect on return on assets and return on equity. 
Liquidity risk variables have a significant positive effect on return on assets and return 
on equity.  The solvency risk variable has a significant positive effect on return on assets 
and return on equity.  The ownership type variable has a significant negative effect on 
return on assets and return on equity.  Bank risk variable has a significant positive effect 
on return on assets and has no effect on return on equity. Systematic risk, non-
performing loan, and COVID-19 variables have no effect on financial performance. 

 The benefits suggested for financial managers and investors as a consideration 
when making decisions. This research is expected to provide information to financial 
managers to evaluate the company's financial condition and increase their 
understanding of the factors that can affect financial performance, which can be seen 
from operational risk, liquidity risk, solvency risk and type of company ownership on 
financial performance. By considering these variables, financial managers can make the 
right decisions to maximize company profits. This research is also expected to provide 
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information for investors in making investments by evaluating companies that have good 
financial performance, with the aim of assisting in making valuable investment decisions. 
Therefore, investors should also consider factors such as operational risk, liquidity risk, 
high solvency risk and low company ownership type in order to improve company 
performance. In addition, it is hoped that further researchers will add other variables, 
namely the capital adequacy ratio (CAR) as has been studied by (Natufe & Evbayiro-
Osagie, 2023). 
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