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ABSTRACT

ARTICLE INFO

Purpose: This study compares the post-merger financial performance of
Bank Syariah Indonesia (BSI) and Bank Islam Malaysia Berhad (BIMB)
during 2021-2024 across profitability, efficiency, intermediation, capital
strength, leverage, and asset quality. Methodology: Using 16 matched
quarterly observations (2021Q1-2024Q4), paired differences were
assessed using ratio-appropriate transformations and paired t-tests or
Wilcoxon signed-rank tests according to distributional diagnostics.
Results: BSI records higher ROA and ROE, stronger capital and equity
buffers, and lower leverage. BIMB exhibits lower operating costs and
deeper intermediation through higher FDR and FAR. Asset quality is
mixed: BSI has higher gross NPF but lower net NPF, while BIMB shows
stronger gross financing quality. Conclusion: BSI demonstrates
comparative strengths in profitability and capital resilience, whereas
BIMB performs better in cost efficiency and intermediation.
Implications: Because the evidence is limited to two banks and 16
quarters, generalization should be cautious. Even so, the findings
support stronger cost and asset-quality management at BSI and closer
liquidity management at BIMB. Originality: The study provides a post-
merger matched-quarter comparison of BSI and BIMB within an
integrated prudential—profitability framework.
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INTRODUCTION

Islamic banking in Southeast Asia provides a relevant comparative setting because
Indonesia and Malaysia combine large Islamic-finance markets with different stages of
institutional development. Indonesia’s landscape changed materially with the 2021 formation of
Bank Syariah Indonesia (BSl), while Bank Islam Malaysia Berhad (BIMB) operates as a mature full-
fledged Islamic bank within Malaysia’s Value-Based Intermediation (VBI) environment. These
contrasts create a useful setting for examining whether post-merger scale and institutional
maturity are reflected in financial performance (Bank Negara Malaysia, 2018; Bank Islam
Malaysia Berhad, 2025; PT Bank Syariah Indonesia Tbk, 2025).

Recent evidence shows that Islamic-bank performance is multidimensional. Capital and
liquidity can improve efficiency, while profitability and stability depend on the interaction among
operating costs, intermediation, capitalization, funding structure, and asset quality (Bitar et al.,
201743, 2020; Hassan et al., 2019; Hidayat et al., 2021). Southeast Asian evidence also documents
meaningful variation in Islamic-bank efficiency across countries and institutions (Chowdhury &
Haron, 2021). Accordingly, a single profitability ratio is insufficient for evaluating institutional
performance.

Despite this literature, direct institution-level evidence comparing BSI and BIMB after the
BSI merger remains limited. Existing studies predominantly use multi-bank or cross-country
samples and therefore do not isolate the post-merger BSI-BIMB contrast using matched
qguarterly observations. This study addresses that gap by comparing profitability (ROA, ROE),
efficiency (BOPO/CIR), intermediation (FDR, FAR), capital strength (CAR, ELR, EAR), leverage
(DER), and asset quality (gross and net NPF) over 2021Q1-2024Q4.

The study asks two questions: (1) Are there significant differences in profitability,

efficiency, intermediation, capital strength, leverage, and asset quality between BSI and BIMB?
(2) What managerial and prudential implications follow from these differences? The objective is
to provide a matched-quarter comparison that identifies the relative strengths and trade-offs of
the two banks without inferring causal relationships among the ratios.
The contribution is threefold. Empirically, the study provides post-merger matched-quarter
evidence for two major Southeast Asian Islamic banks. Methodologically, it evaluates multiple
prudential and performance dimensions within a consistent paired-comparison design.
Practically, it translates the observed differences into institution-specific recommendations on
cost efficiency, financing quality, capital use, leverage, and liquidity management.

Resource-Based View (RBV) provides the principal organizational lens for interpreting
BSI’s post-merger scale: integrated networks, technology, human capital, and market access can
become performance-enhancing resources when they are effectively combined (Barney, 1991).
Complementary banking evidence shows that capitalization, liquidity, and operating efficiency
jointly shape Islamic-bank performance, while differences across institutional environments
remain important (Bitar et al., 2017a, 2017b, 2020; Olson & Zoubi, 2017). In Southeast Asia,
efficiency is heterogeneous across banks and countries, reinforcing the need for institution-
specific comparison rather than broad generalization (Chowdhury & Haron, 2021; Mai et al.,
2023).
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The efficiency channel links operating costs to earnings. Cost inefficiency can increase
earnings uncertainty, whereas stronger cost discipline supports ROA and ROE (Boubaker et al.,
2022; Hidayat et al., 2021). The intermediation channel concerns the conversion of funding into
financing: higher financing ratios may support income, but aggressive financing can intensify
liquidity and credit-risk pressures (Azad et al., 2023; Hassan et al., 2019; Sutrisno & Widarjono,
2022). The capital and leverage channels reflect a balance between resilience and return
generation. Recent Islamic-banking studies show that capital structure is shaped by profitability,
liquidity, competition, and institutional conditions, and that capitalization interacts with
efficiency and risk (Bitar et al., 2018; Bukair, 2019; Guizani & Ajmi, 2021; Saeed et al., 2020;
Smaoui & Ghouma, 2020; Smaoui et al., 2020; Toumi, 2020).

Asset quality completes this framework. Higher financing growth can raise subsequent
credit risk, while stronger screening, monitoring, and provisioning can contain residual loss
exposure (Abbas & Ali, 2021; Sakti & Mohamad, 2018; Sobarsyah et al., 2020). Profitability
therefore reflects a portfolio of interacting mechanisms rather than one dominant ratio; recent
evidence similarly emphasizes heterogeneity in profitability, risk-adjusted returns, and bank
stability (Bilgin et al., 2021; Gazi et al., 2024; Ooi et al., 2021; Paltrinieri et al., 2021; Rouetbi et
al., 2023). This integrated perspective motivates the comparative hypotheses below.

Post-merger resource integration can increase revenue capacity through scale, customer
reach, technology, and broader asset deployment. Recent comparative work also shows that
Islamic-bank profitability varies with capital, liquidity, efficiency, and business-model
characteristics (Bitar et al., 2017a; Gazi et al., 2024; Paltrinieri et al., 2021). Therefore, BSI’s
consolidated resource base is expected to translate into stronger profitability.

H1: BSI records higher ROA and ROE than BIMB during 2021Q1-2024QA4.

Operating maturity and disciplined cost structures can improve bank efficiency. Evidence from
Southeast Asia and wider Islamic-bank samples links lower cost inefficiency with stronger
performance and more stable earnings (Boubaker et al., 2022; Chowdhury & Haron, 2021; Mai
et al., 2023). BIMB's longer operating history and VBI-oriented governance therefore support an
expectation of lower operating-cost intensity.

H2: BIMB records a lower BOPO/CIR than BSI during the observation period.

Financial intermediation increases the share of deposits and assets deployed into financing, but
it must be balanced against liquidity pressure. Evidence shows that financing intensity and
liquidity conditions affect Islamic-bank profitability and stability (Azad et al., 2023; Hassan et al.,
2019; Sutrisno & Widarjono, 2022). BIMB’s mature intermediation model is therefore expected
to exhibit greater financing depth.

H3: BIMB records higher FDR and FAR than BSI during the observation period.

Capital buffers strengthen loss-absorption capacity and interact with bank efficiency and risk.
Islamic-bank capital studies show that capital ratios respond to liquidity, profitability,
competition, and institutional conditions (Bitar et al., 2018, 2020; Smaoui & Ghouma, 2020;
Smaoui et al., 2020). A newly consolidated bank may also retain additional headroom during
integration and expansion.

H4: BSI records higher CAR, ELR, and EAR than BIMB during the observation period.
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Capital-structure evidence for Islamic banks supports a trade-off between leverage-based return
enhancement and financial resilience. Greater equity support generally reduces leverage
exposure, although excessive capitalization may constrain equity efficiency (Bukair, 2019; Guizani
& Ajmi, 2021; Toumi, 2020).
H5: BSI records a lower DER than BIMB during the observation period.
Asset quality depends on origination, monitoring, portfolio composition, and loss coverage.
Cross-bank evidence shows that financing growth can increase credit risk, while stronger asset
quality and provisioning improve resilience (Abbas & Ali, 2021; Sakti & Mohamad, 2018;
Sobarsyah et al., 2020). BSI’s inherited post-merger portfolio can raise gross problem financing,
while provisioning may reduce residual net exposure.
H6a: BSI records a higher gross NPF ratio than BIMB during the observation period.
H6b: BSI records a lower net NPF ratio than BIMB during the observation period.

As illustrated in Figure 1, the framework links the two institutional contexts to six
financial-performance dimensions, which are then evaluated through matched-quarter
comparisons and interpreted for managerial and prudential implications.

r N

Institutional Context

BSI (Bank Syariah Indonesia)

l l Post-merger scale, integration,
and consolidation

4

BIMB (Bank Islam Malaysia Berhad)

Institutional maturity and Value-Based
Intermediation (VBI) governance

)

« Established in 2021 through the merger  Established since 1983 as a full-fledged

of three Islamic banks i Islamic bank
* Large domestic market and asset base * Operates under Malaysia’s VBI framework

v

Comparative Financial Performance Dimensions

1. Profitability 2. Efficiency 3. Intermediation | 4. Capital Strength 5. Leverage 6. Asset Quality
=)
=l
/'/ ,“‘\ =
] | I I i =
Indicators: Indicator: Indicators: Indicators: Indicator: Indicators:
+ ROA + BOPO « FDR s gA’{‘ « DER « NPF Gross
« ROE « FAR o « NPF Net

v

l Matched-Quarter Comparison: BSI versus BIMB
.IIQ Paired observations on a quarterly basis (2021Q1-2024Q4)

using paired t-test and Wilcoxon signed-rank test

v

"1 X Managerial and Prudential Implications
()] Insights for bank management, post-merger integration, efficiency improvement,
risk management, capital planning, and regulatory policy under different Islamic banking systems.

Source: Developed by the authors.

Figure 1. Conceptual framework for the BSI-BIMB matched-quarter comparison
METHODOLOGY

The study uses 16 matched quarterly observations for BSI and BIMB from 2021Q1 to
2024Q4. The primary inputs were quarterly or interim financial statements published by each
bank; annual reports were used to cross-check year-end classifications and figures (Bank Islam
Malaysia Berhad, 2025; PT Bank Syariah Indonesia Tbk, 2025). The unit of analysis is the bank-
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quarter. Financial items were harmonized by economic meaning before ratios were computed
so that differences in Indonesian and Malaysian reporting terminology did not mechanically
drive the comparison.

Table 1 summarizes the operational definitions, interpretation, and primary data
source for each indicator used in the paired comparison.

Table 1. Variable definitions and measurement

. . . Operational . .
Dimension Indicator . Interpretation Primary data source
definition
Profitability ROA Net profit / average High.er = §tronger Quarterly/interim
total assets profitability statements
Profitability ROE Net.profit / average Higher = stronger Quarterly/interim
equity shareholder return  statements
Efficiency BOPO/CIR Operatir?g e?(penses Lowgr = greater cost Quarterly/interim
/ operating income  efficiency statements
. . Contextual; higher = ] .
L Financing / ontextual; higher Quarterly/interim
Intermediation FDR . deeper
customer deposits . . statements
intermediation
Fi i I Higher = ly/i i
Intermediation FAR inancing / tota .lg er. g.reater. Quarterly/interim
assets financing intensity ~ statements
. . Regulatory
. Regulat tal Higher =1 . .
Capital CAR .egu @ .ory capital / lgher = arger disclosure in bank
risk-weighted assets regulatory buffer
reports
. . L Higher = larger Quarterly/interim
Capital ELR Equity / liabilit . .
apita quity / liabilities equity cushion statements
. . Higher =1 terly/interi
Capital EAR Equity / total assets 's .er arger Quarterly/interim
equity cushion statements
Lower = more Quarterly/interim
Leverage DER Liabilities / equity conservative Y
statements
leverage
Gross impaired . . .
. . . Lower = better gross Financing-quality
Asset quality NPF gross financing / gross . .
. . asset quality disclosure
financing
Residual impaired
financing after Lower = lower Financing-quality
Asset quality NPF net residual financing

provisions / gross disclosure

. . risk
financing

Source: Authors’ construction from BSI and BIMB financial disclosures.

For each indicator X, the analysis compares the same calendar quarter across the two

banks. The paired difference is defined as:
AXt - XBSI,t _ XBIMB,t (1)

where AX; is the BSI-BIMB paired difference for indicator X in quarter t, X&', and X®'8, are
the corresponding bank-specific values, and t ranges from 2021Q1 to 2024Q4. Positive values
indicate a higher BSI ratio; negative values indicate a higher BIMB ratio. The design is
comparative and does not estimate a multivariate causal model.

Ratio-appropriate transformations were used before parametric testing. Bounded
proportions in the open interval (0,1) were transformed using the logit function:
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logit(p) = In[p./ (1 - py)], O<pi<l (2)
where p is the observed bounded ratio in quarter t and In denotes the natural logarithm. FDR
and DER were treated as positive unbounded ratios and transformed using the natural
logarithm. If a bounded value equals zero or one, it is clipped before transformation as follows:
p* = min{max(p, €),1-¢€}, €=10"°% (3)

Normality of transformed paired differences was assessed using the Shapiro—Wilk
diagnostic. Variables satisfying the normality condition were evaluated with paired t-tests;
otherwise, Wilcoxon signed-rank tests were used on the paired observations. Because
equality of variances between banks is not an assumption of the paired t-test, Levene’s test is
treated only as a supplementary dispersion diagnostic. For paired t-tests, Cohen’s d_z is
reported where available. Statistical significance is assessed at a = 0.05.

The analysis proceeded by collecting and matching quarterly disclosures, harmonizing
ratio definitions, computing and validating the indicators, applying ratio-appropriate
transformations, diagnosing the distribution of paired differences, selecting the paired test,
and interpreting statistical significance together with effect magnitude. Given the two-bank
design and 16 matched quarters, inference is intentionally limited to the observed institutions
and period.

RESULT AND DISCUSSION

Table 2 reports the paired comparisons. The results show a clear division of strengths:
BSI has stronger profitability, capital and equity buffers, and lower leverage, whereas BIMB
has lower operating costs and deeper intermediation. Asset quality is split between gross and
net NPF. The discussion therefore focuses on the mechanisms behind these differences rather
than repeating each table value.

Table 2. Paired comparison of BSI and BIMB, 2021Q1-2024Q4

Test and p-

Variable Mean BSI Mean BIMB A BSI-BIMB value Effect size Direction

ROA 0.0214 0.0016 +0.0198 V(\)/(l)l;:oxon; p< — BSI > BIMB

ROE 0.1654 0.0194 +0.1460 V(\)/(l)l;oxon; p< — BSI > BIMB

BOPO 0.7381 0.7122 100259 Faredtp= d z=083 oMBmore
.0046 efficient

FDR 0.8083 1.1036 -0.2953 P(fo'rfd UP< 4 72-675 BIMB>BSI
Paired t; p <

FAR 0.6691 0.7181 00490 ' d_z~-1.43 BIMB > BSl
Wilcoxon; p =

CAR 0.2465 0.1694 +0.0771 — BSI > BIMB
0063

ELR 0.1181 0.0901 +0.0280  Wilcoxon; p = — BSI > BIMB
.0001

EAR 0.1033 0.0826 +0.0207 Vgg;cl’xon; = — BSI > BIMB
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Test and p-

Variable Mean BSI Mean BIMB A BSI-BIMB value Effect size Direction

DER 8.5453 11.1428 25975 raredtip< . pqy BStlower
.001 - leverage

NPF gross 0.0249 0.0124 +0.0125 if(;rled BP< 4 z=287 me Inmer

NPF net 0.0069 0.0086 -0.0017 Ygg;zxon; p= _ Elspl FIower net

Source: Authors’ calculations from matched quarterly observations.

Profitability and operating efficiency

BSI’s higher ROA and ROE despite its higher BOPO indicates that cost efficiency is not
the only mechanism supporting earnings. A plausible interpretation is that post-merger scale,
broader customer reach, asset deployment, and revenue capacity offset part of BSI’s
operating-cost disadvantage. This is consistent with RBV and with evidence that Islamic-bank
profitability reflects interacting effects of capitalization, liquidity, efficiency, and business-
model characteristics (Barney, 1991; Bitar et al., 2017a; Gazi et al., 2024). BIMB’s lower BOPO,
by contrast, is consistent with operational maturity and disciplined resource use; recent
efficiency studies similarly show that cost structures and institutional context materially shape
Islamic-bank performance (Boubaker et al., 2022; Chowdhury & Haron, 2021; Hidayat et al.,
2021).
Intermediation and liquidity

BIMB's higher FDR and FAR indicate deeper intermediation, but the FDR above 100%
should not be read as unambiguously superior performance. It implies that financing exceeds
customer deposits and therefore requires stronger reliance on equity or other funding sources
and tighter liquidity management. This interpretation is consistent with evidence that
liquidity, financing intensity, and credit risk are jointly relevant to Islamic-bank stability and
profitability (Azad et al., 2023; Hassan et al., 2019; Sutrisno & Widarjono, 2022). Hence, BIMB’s
intermediation advantage is accompanied by a funding-liquidity trade-off.
Capital strength and leverage

BSI’s higher CAR, ELR, and EAR together with lower DER indicate a more equity-
supported balance sheet. Such buffers increase loss-absorption capacity and provide room for
expansion, although excessive capital can reduce leverage-based return efficiency. The
pattern is consistent with recent evidence that Islamic-bank capital decisions respond to
profitability, liquidity, competition, and institutional conditions and that capital interacts with
efficiency and risk (Bitar et al., 2018, 2020; Guizani & Ajmi, 2021; Saeed et al., 2020; Smaoui
et al., 2020). It also supports a trade-off interpretation in which BSI prioritizes resilience more
strongly while BIMB operates with greater leverage.
Asset quality and provisioning

The gross—net NPF split requires separate interpretation. BIMB’s lower gross NPF is
consistent with stronger front-end financing quality, screening, monitoring, or portfolio
composition. BSI’s lower net NPF despite higher gross NPF suggests that provisions absorb a
larger share of impaired financing, leaving lower residual exposure after coverage. The
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available dataset does not isolate write-offs consistently, so the difference should not be
attributed to write-off policy without additional disclosure. This cautious interpretation aligns
with evidence that financing growth, capitalization, and risk management jointly influence
credit risk in Islamic banks (Abbas & Ali, 2021; Sakti & Mohamad, 2018; Sobarsyah et al., 2020).
Overall, the findings are not a simple ranking of one bank over the other. BSI combines
stronger profitability and capital resilience with weaker cost efficiency and higher gross NPF;
BIMB combines stronger efficiency and intermediation with higher leverage and an FDR that
warrants liquidity attention. This multidimensional pattern is consistent with evidence that
Islamic-bank risk-adjusted performance varies across institutions, governance conditions, and
risk configurations (Bilgin et al., 2021; Ooi et al., 2021; Paltrinieri et al., 2021; Rouetbi et al.,
2023).

PRACTICAL IMPLICATION

For BSI, the priority is to preserve profitability and capital headroom while reducing
BOPO through process simplification, digital integration, and tighter operating-cost control.
The higher gross NPF also supports stronger origination standards, sectoral monitoring, and
early-warning mechanisms, while maintaining adequate provisioning. For BIMB, the priority is
to preserve cost efficiency and gross asset quality while strengthening stable funding and
liquidity planning as financing remains high relative to deposits. Regulators and boards should
therefore assess Islamic-bank performance as a portfolio of profitability, efficiency,
intermediation, capital, leverage, and asset-quality outcomes rather than through a single
ratio.

THEORETICAL IMPLICATION

The findings extend RBV by showing that post-merger scale can coexist with
incomplete cost synergies: resource consolidation may support profitability before full
operating-efficiency gains are realized. They also reinforce contemporary intermediation and
capital-structure evidence by demonstrating that deeper financing, stronger capital buffers,
leverage, and asset quality involve simultaneous risk—return trade-offs rather than one-
directional performance effects (Bitar et al., 2020; Guizani & Ajmi, 2021; Hassan et al., 2019;
Saeed et al., 2020). The BSI-BIMB comparison therefore supports a multidimensional view of
Islamic-bank performance in which organizational capabilities and prudential configuration
jointly shape observed outcomes.

CONCLUSION AND RECOMMENDATION

This study finds a consistent division of comparative strengths between BSI and BIMB
during 2021Q1-2024Q4. BSI records stronger profitability, capital and equity buffers, and
lower leverage, while BIMB records better operating efficiency and deeper intermediation.
Asset quality is mixed: BIMB has lower gross NPF, whereas BSI has lower net NPF. The evidence
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therefore suggests that sustainable Islamic-bank performance depends on balancing earnings,
cost discipline, financing depth, capital resilience, leverage, and financing quality.

The conclusions are institution-specific. The study covers only two banks and 16 matched
quarters, and cross-jurisdiction differences in disclosure and regulatory terminology cannot
be removed completely. Future research should extend the sample and period, incorporate
direct measures of funding liquidity and provisioning coverage, and use explanatory panel or
dynamic models to test the mechanisms suggested by the paired comparisons. For practice,
BSI should focus on cost and upstream asset-quality improvement, whereas BIMB should
maintain efficiency while managing liquidity and leverage as intermediation expands.
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