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Abstract 

This research aims to analyze the influence of inflation and efficiency on the 

performance of sharia banking in Indonesia, as measured by Return on Assets (ROA). 

The data used is monthly time series data from 2014 to 2023 obtained from the 

Financial Services Authority (OJK) and Bank Indonesia (BI). The analysis method 

used is the Vector Error Correction Model (VECM) to identify short-term and long-

term relationships between variables. The research results show that inflation has a 

significant influence on sharia banking profitability in the short term, but does not have 

a significant impact in the long term. In contrast, operational efficiency, as measured 

by the ratio of Operating Costs to Operating Income (BOPO), has a greater impact on 

Islamic banking profitability than inflation. These findings confirm that increasing 

operational efficiency is the main factor in maintaining the positive performance of 

Islamic banking amidst economic fluctuations. 
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INTRODUCTION 

The banking industry in Indonesia is experiencing significant growth 

(Khalifaturofi'ah, 2023), as demonstrated by various positive advances in credit distribution. 

This growth is also supported by technological advancements, enabling innovation in the 

banking industry to help improve banks' financial performance. Inflation and operational 

efficiency are important factors influencing the performance of Islamic commercial banks in 

Indonesia. High inflation can increase the cost of funds and squeeze banks' profit margins, 

thus hampering banks' ability to maintain their financial performance.(Suryanto, T., & Yulia, 

2021). 

Islamic banking in Indonesia has experienced rapid growth in recent years. This 

growth is driven by increasing public awareness of the importance of financial services that 

adhere to Sharia principles (Hariyadi & Triyanto, 2020). In addition, the growth of this sector 

is also driven by better regulations and government support.(Faadilah & Ilham, 

2024)Therefore, gaining public trust in banks is crucial for the bank's progress. To assess the 

performance of Islamic banking, the public can consult financial reports and use financial 

ratio analysis to analyze them. Bank financial ratios typically consist of liquidity, solvency, 

and profitability ratios (Dwi Suwiknyo, 2010). 

To find out the development of ROA in 2014-2023, please see the graph below: 

Figure 1. Development of Return on Assets (ROA) of Islamic Commercial 

Banks in Indonesia for the 2014-2023 Period 

 

           Source: Processed from data from the Islamic Banking Statistics Report, OJK) 

Indonesian Islamic banking faced challenges in achieving optimal profitability in 

2014, with a return on assets (ROA) of 1.16%. 2015 saw a decline in return on assets (ROA) 

to 0.49%. However, in 2016, ROA remained unstable at 0.63%. Then, in March 2017, ROA 

increased to 1.12%, reflecting increased operating income from household and MSME 

financing. This positive trend continued in 2018, with ROA reaching 1.41% in September, 

thanks to the diversification of Islamic financial services and increased efficiency. However, 

return on assets (ROA) rose slightly to 1.73% in 2019. However, the pandemic in 2020 had 

a significant impact, reducing ROA to 1.36% due to slowing financing and economic 
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pressures. In 2021, return on assets (ROA) rose again to 1.55% due to economic recovery 

and banking digitalization. In 2022, ROA rose sharply to 2.00%, supported by a stronger 

economic recovery and increased efficiency. In 2023, improved asset management and 

digital transformation achieved 2.14%, a ten-year high. On the other hand, fluctuating 

inflation also impacts people's purchasing power and economic stability. Compared to 

conventional banking, Islamic banking handles inflation differently. Islamic banking 

operates on a profit-sharing basis and prohibits usury, making it easier to align returns with 

the performance of the financed assets.(Alaihi Sobri, 2015). 

This differs from conventional banking, which maintains fixed interest rates, making 

it more vulnerable to changes in inflation. Furthermore, Islamic banking tends to be more 

conservative in its monetary policy, focusing on long-term price stability and economic 

equity. This strategy can maintain financial stability, increase customer confidence, and 

cushion the negative impact of inflation.(Ningrum et al., 2024). 

Graph 1.2  

Inflation Development in Indonesia for the Period 2014-2023 

 

Source: Processed by Bank Indonesia 

Based on the data above, significant variations are seen in Indonesian inflation from 

2014 to 2023. Inflation reached 8.36% in 2014 due to rising fuel and commodity prices. Then, 

it dropped drastically to 3.35% in 2015, and continued to fall to 3.02% in 2016. In 2017, 

inflation increased slightly to 3.61%, but fell again to 3.21% in 2018. Entering 2019, inflation 

was recorded lower again at 2.72% before experiencing a drastic decline due to the COVID-

19 pandemic. In 2020, inflation recorded its lowest at 1.68%, but in 2021 and 2022, due to 

economic recovery and price spikes, inflation rose again to 1.87% and 5.51%, respectively. 

Ultimately, in 2023, inflation was brought back under control to 2.61%, indicating improved 

economic stability after the challenges. 
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An additional factor that can influence the growth of total assets of Islamic banks is 

the BOPO ratio. This ratio indicates the level of efficiency and ability of Islamic banks to 

control operational costs. Therefore, the growth of total assets of Islamic banks will increase 

along with the decline in operational costs.(Setyawati, 2015). 

Study by(Darto et al., 2023)This study shows that operational efficiency has a 

significant impact on increasing the profitability of Islamic banks, with a high efficiency ratio 

contributing to reduced operating costs and increased revenue. Therefore, a combination of 

effective inflation management strategies and increased operational efficiency is a key factor 

in maintaining the positive performance of Islamic banking in Indonesia. 

Banking profitability is heavily influenced by a bank's operational efficiency, as 

measured by the Operating Expense to Operating Income (BOPO) ratio. A lower BOPO ratio 

indicates that a bank is effectively managing its operating costs relative to its revenue, which 

increases profitability. Conversely, a high BOPO ratio indicates operational inefficiency, 

where costs are incurred too much to generate revenue, which can reduce a bank's net profit. 

Operational efficiency, as measured by the Operating Expense to Operating Income (BOPO) 

ratio, is crucial for determining a bank's profitability.(Rohmiati et al., 2019). 

Figure 2. Development of BOPO of Islamic Commercial Banks in Indonesia 

Period 2014-2023 

 
                     Source: Processed from data from the Islamic Banking Statistics Report, OJK) 

The data above shows a trend of increasing efficiency from 2014 to 2023 in 

Indonesian Islamic banking. The BOPO ratio of Islamic banking in 2014 was quite high at 

96.97%, indicating a problem with operational efficiency. However, in 2015, the average 

BOPO was between 94 and 97%, indicating that operational efficiency was still suboptimal. 

This was the result of continuously increasing operational costs, such as technology 

development and human resource costs, which were not commensurate with operating 

income. In 2016, there was a slight improvement in the BOPO ratio, falling from 99 to 94%. 

This was driven by increased operating income, particularly from household financing, and 

the implementation of efficiency strategies at several large Islamic banks. However, in 2017, 

the BOPO ratio fell to 90%, indicating improvement. The BOPO ratio decreased to 88.08% 

in 2018, indicating improved efficiency. In 2019, the BOPO ratio dropped drastically to 

89.90%, indicating that Islamic banking began pursuing higher levels of efficiency to 

increase revenue and reducing costs. Due to the COVID-19 pandemic, the BOPO ratio 

increased to 86.22% in 2020. However, in 2021, the BOPO ratio fell again to 81.69%, 
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indicating operational recovery after strategic adjustments during the pandemic. One 

evidence that Islamic banking has succeeded in significantly improving efficiency is the 

increase in BOPO to 77.28% in 2022. Furthermore, BOPO in 2023 was around 78.31%, the 

highest level in the last ten years. This indicates optimal operational efficiency due to digital 

transformation and service diversification. 

This efficiency, which is reflected in the Operating Cost to Operating Income (BOPO) 

ratio, will have a direct impact on profitability performance because the more efficient a bank 

is, the greater the possibility of generating a high ROA.(Yuliana & Listari, 2021). 

Considering the above explanation, researchers are interested in examining how inflation can 

affect bank performance efficiency. This is because Islamic banks are required to maintain 

stable financial performance through operational efficiency and adaptation to inflation. 

Operational efficiency, measured through the BOPO (Operating Cost to Operating Income) 

ratio, is a crucial factor in optimizing profitability, while fluctuating inflation impacts public 

purchasing power and economic stability.(Imam Harmain, 2020). 

Therefore, this study was conducted to analyze the impact of inflation and efficiency 

on the performance of Islamic commercial banks in Indonesia. Therefore, the results are 

expected to serve as a reference for management decision-making to improve the stability 

and competitiveness of Islamic banks amidst increasingly fierce competition in the banking 

industry. 

 

REVIEW OF LITERATURE 

Islamic Bank Performance 

The performance of Islamic banks is influenced by various internal and external 

factors.(Yamin, 2022). shows that BOPO and inflation have a significant influence on the 

financial performance of Islamic banks.(Anggreni & Taufiq, 2022)emphasizes the 

importance of digitalization to improve operational efficiency and service diversification, 

ultimately enhancing the competitiveness of Islamic banks. This is in line with the 

findings(Judge, 2023)which states that digitalization of services can increase overall 

profitability by expanding customer reach. Islamic banks that effectively manage their 

operational costs have been shown to significantly increase profitability. 

In addition, recent research also highlights the importance of operational cost 

efficiency in increasing the profitability of Islamic banks.(Addury et al., 2024)Other internal 

factors such as sharia-based corporate governance and intellectual capital also play a role in 

improving the financial performance of Islamic banks.(NENA & LAILAULFA, 2021)From 

the external side, inflation and economic growth have been proven to have a significant 

influence on the performance of Islamic banks, where high inflation can suppress 

profitability.(Muhammad, 2022)Thus, effective operational cost management strategies, the 

utilization of digitalization, and the strengthening of Sharia-based corporate governance are 

crucial steps in increasing the competitiveness and profitability of Islamic banks. 

Inflation 

Inflation is a tendency for prices of goods and services to increase in general and 

continuously over a certain period of time, which results in a decrease in people's purchasing 

power.(Milasari, 2020). The money supply, interest rates, exchange rates, and unemployment 

rates are some of the main factors that influence inflation.(Abbachh Uddin et al., 2020). Apart 
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from monetary factors, inflation can also be influenced by structural factors, such as 

imbalances in the production and distribution of goods in the economy.(A. Rybchuk, 2023). 

In recent years, research on the impact of inflation on Islamic banking has shown 

mixed results.(Djazuli & Candera, 2021)found that inflation does not strengthen the 

relationship between ROA and the growth of Islamic banks, but can actually reduce bank 

growth when inflation is high.(Al Sharif, 2023)also confirmed that inflation has a significant 

positive relationship with Islamic bank performance, especially under favorable economic 

growth conditions. However, inflation can also have a negative impact if costs increase faster 

than revenues. 

Efficiency 

Efficiency in Indonesian Islamic banking is generally measured using the Operating 

Cost to Operating Income (BOPO) ratio. This ratio reflects the bank's management's ability 

to control operating costs relative to the operating income generated. The lower the BOPO 

value, the more effectively the bank operates. The ideal BOPO ratio is 70–80%. However, 

data shows that in 2015, the BOPO ratio for Islamic banking in Indonesia remained between 

94–97%, indicating a less-than-ideal level of efficiency.(Arisyanti et al., 2023). 

Studies on efficiency show a consistent influence on the performance of Islamic 

banks.(Alam et al., 2022)provides empirical evidence that efficiency ratios such as BOPO 

significantly affect ROA. (Anggraini et al., 2023) also found that operational efficiency 

affects the financial stability of Islamic banks.(Tika Sari et al., 2022)Increasing efficiency 

can help reduce the likelihood of financing problems. Therefore, efficiency ratios such as 

BOPO play a crucial role in determining the performance and stability of Islamic banks in 

Indonesia. For Islamic banks, improving operational efficiency is crucial for achieving better 

performance and ensuring operational sustainability. 

 

RESEARCH METHOD 

The data used in this study secondary data is a monthly time series for the period 2014 

to 2023. The variables in this study are efficiency (X1) and inflation (X2) as independent 

variables, while the performance of Islamic commercial banks (Y) is measured by ROA 

(Return on Assets) as the dependent variable. The data sources are taken from the Financial 

Services Authority (OJK) and Bank Indonesia (BI). Data analysis was performed using the 

Vector Error Correction Model (VECM). The selection of this model is based on the 

characteristics of the time series data, with the aim of identifying the dynamic relationship 

between the independent variables (inflation and economic growth) and the dependent 

variable (ROA). 

The analysis process was performed using EViews software due to its strong ability 

to manage time series data and support efficient VECM model estimation. EViews offers 

user-friendly interfaces and comprehensive statistical analysis features. However, EViews is 

a paid software and less flexible than open-source programs like R or Python. 

The analysis begins with a stationarity test using Augmented Dickey-Fuller (ADF) to 

ensure the data does not contain trends that could affect the estimation results. Next, a 

cointegration test is performed using the Johansen method to test for long-term relationships 

between variables. Furthermore, a Granger Causality test is also performed to determine the 

direction of the causal relationship between variables. The results of this analysis are 
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expected to provide a deeper understanding of the influence of inflation and efficiency on the 

performance of Islamic commercial banks, particularly in terms of profitability, as measured 

by ROA, within a specified period. 

 

RESULTS AND DISCUSSION 

Stationarity Test 

Stationarity testing is performed to determine whether a variable is stationary using 

the criterion of a probability value less than 0.05. The initial test is performed at a level 

considered non-stationary because the probability is greater than 0.05, so the first difference 

level test is performed. Further testing at the first difference level is performed if the data is 

not yet stationary. 

Table 1.  

Stationarity Test Results 

 Level First Difference Information 

Variables Prob. Prob.  

ROA 0.1532 0.0000 Stationary 

Inflation 0.0061 0.0000 Stationary 

BOPO 0.1896 0.0000 Stationary 

Source: data processed with Eviews 13,2025 

The results of the stationarity test in the table show that the inflation variable is 

stationary at a probability level of 0.0061 (<0.05), so differencing is unnecessary. In contrast, 

the ROA and BOPO variables have probabilities of 0.1532 and 0.1896, respectively, at levels 

higher than 0.05, indicating that they are non-stationary. However, after the first differencing, 

all variables become stationary with a probability of 0.0061. This indicates that ROA and 

BOPO should be converted to first differences (D(ROA) and D(BOPO)) before being used 

in further analysis, such as VAR or regression models. This is done to prevent spurious 

regression and ensure the validity of the estimation results. 

Optimal Lag Test 

The lag length can be calculated using available information criteria, namely the 

likelihood ratio (LR), the final prediction error (FPE), the Akaike information ratio (AIC), 

the Schwarz information ratio (SC), and the Hannan-Quinn ratio (HQ). The lag that meets 

the lowest criteria is long or large. 

Table 2.  

Optimal Lag Test Results 
Lag AIC SC HQ 

1.  5.999841* 6.291109* 6.118018* 

2.  6.067294 6.577012 6.274103 

3.  6.179939 6.908108 6.475381 

4.  6.265090 7.211711 6.649164 

5.  6.350836 7.515907 6.823542 

6.  6.432404 7.815926 6.993743 

7.  6.566020 8.167993 7.215992 

8.  6.552619 8.373043 7.291223 

Source: data processed with Eviews 13,2025 
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  Table 2shows the results of the ideal lag length calculation. Based on 

the information obtained from Table 2, Lag 1 is known to have the minimum number of lags, 

where the lag with the fewest number is the optimal lag. Therefore, it can be concluded that 

lag 1 is the optimal lag. According to the Akaike Information Criterion (AIC), the best lag 

for the VECM model is. In other words, all variables in this model influence each other 

VAR Stability Test 

The VAR stability test results indicate that the analyzed system meets the stability 

requirements, where all modulus values of the characteristic polynomial roots are below one. 

In the context of this study, the modulus values obtained are 0.956367, 0.851867, and 

0.569565. The highest modulus value found is 0.956367, and the other values are lower, all 

far below the limit value of one. This indicates that the system's response to shocks will 

subside over time, and the system will return to its long-term equilibrium without 

experiencing an explosion or divergence. Thus, the stability test results support the validity 

of the model used to evaluate the effect of inflation and efficiency ratios on Islamic banking 

performance. 

Table 3. 

VAR Stability Test 

Root Modulus Information 

0.956367 0.956367 Stable 

0.851867 0.851867 Stable 

0.569565 0.569565 Stable 

  
Source: data processed with Eviews 13,2025 

Granger Causality Test 

The Granger causality test revealed several interesting findings related to the 

relationship between inflation, the efficiency ratio (BOPO), and Islamic banking 

performance, as measured by Return on Assets (ROA). First, the hypothesis that inflation 

does not affect ROA cannot be rejected, with an F-statistic of 0.84872 and a probability of 

0.3588, indicating that inflation does not significantly impact Islamic banking performance 

during the period tested. Conversely, the relationship between ROA and inflation was also 

insignificant, with an F-statistic of 0.83580 and a probability of 0.3625. 

Furthermore, for BOPO, the results show that BOPO does not affect ROA with an F-

statistic value of 2.53592 and a probability of 0.1140, although it is close to the significance 

limit. However, conversely, ROA turns out to have a very significant effect on BOPO with 

an F-statistic value of 22.4846 and a very small probability (6.E-06), indicating that better 

performance of Islamic banks can contribute to bank operational efficiency. 

Finally, no significant relationship was found between BOPO and inflation, either 

from BOPO to inflation or vice versa, with F-statistic values of 0.49471 and 0.61135, 

respectively, and probabilities above 0.4. This indicates that in the context of this study, 

inflation and the efficiency ratio do not directly influence each other. Overall, these results 

suggest that although there are some significant relationships between these variables, the 

direct effects of inflation and the efficiency ratio on Islamic banking performance still require 

further research to gain a more comprehensive understanding. 
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Table 3.  

Granger Quality Test Results 

 

 

       
Null Hypothesis: Obs F-Statistic Prob. 

        
Inflation does not Granger Cause ROA 119 0.84872 0.3588 

ROA does not Granger Cause Inflation 0.83580 0.3625 

        
BOPO does not Granger Cause ROA 119 2.53592 0.1140 

ROA does not Granger Cause BOPO 22.4846 6.E-06 

        
BOPO does not Granger Cause Inflation 119 0.49471 0.4832 

Inflation does not Granger Cause BOPO 0.61135 0.4359 

    Source: data processed with Eviews 13,2025 

Cointegration Test 

In this study, cointegration testing was conducted using the Johansen test approach, 

which involves comparing the trace statistic value with the critical value and the maximum 

eigenvalue with the critical value at the 5% significance level. A trace statistic or maximum 

eigenvalue greater than the critical value indicates cointegration or a long-term relationship 

in the system of equations. Table 3 shows the results of the Johansen cointegration test. The 

cointegration relationship between the model variables is indicated by the trace statistic value 

and the maximum eigenvalue up to the 5% significance level. 

Table 4.  

Johansen cointegration test 

     
Hypothesized  Trace 0.05 Prob.** 

No. of CE(s) Eigenvalue Statistics Critical Value Critical Value 

     
     None * 0.587118 217.3890 29.79707 0.0000 

At most 1 * 0.396018 113.8915 15.49471 0.0000 

At most 2 * 0.374511 54.89886 3.841465 0.0000 

     
     Trace test indicates 3 cointegrating equation(s) at the 0.05 level 

Source: data processed with Eviews 13,2025 

VECM Estimation 

 Analysis using the Vector Error Correction Model (VECM) aims to identify short-

term and long-term relationships between the variables involved. In this case, we analyze 

three variables: Return on Assets (ROA), Inflation, and Operating Expenses (BOPO). The 

following table explains the VECM estimation results. 

Table 5.  

VECM Estimation Results 

Variables Coefficient T Statistics Information 

Long-term 

ROA (-1) 1,000,000 
 

- 
 

- 

Inflation (-1) 0.07323709722369789 
 

2.91671 
 

Influential 

BOPO (-1) 0.07035378463000926 
 

11,0088 
 

No effect 
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Short-term 

D(ROA(-1)) 
 

-0.0553191398111055 
 

-0.58446 
  

No effect 

D(INFLATION(-1)) 0.01086337640403185 
 

0.52578 
 

No effect 

D(BOPO(-1)) 0.006410062786214552 
 

1.13031 
 

No effect 

Source: data processed with Eviews 13,2025 

 From the VECM estimation results, it can be concluded that in the short term, only 

inflation has a significant effect on the dependent variable, while ROA and BOPO do not 

show a significant effect despite having positive coefficients. In the long term, neither 

variable has a significant effect on ROA. Both inflation and BOPO show low t-statistic 

values, thus not strong enough to indicate a long-term relationship between these variables 

and ROA. This indicates that the long-term profitability of Islamic banks is not significantly 

affected by inflation or operational efficiency as measured by BOPO. 

Overall, these findings indicate that in the short term, inflation can affect banking 

profitability, but in the long term, other factors are likely to be more dominant in determining 

the ROA performance of Islamic banks. 

Impulse Response Function (IRF) Analysis 

The purpose of impulse response analysis is to evaluate both short-term and long-

term reactions to one variable compared to shocks caused by other variables. The Impulse 

Response Function (IRF) study aims to examine how the Return on Assets (ROA) of Islamic 

banking in Indonesia responds to shocks from inflation and operating costs to operating 

income (BOPO). The purpose of this study is to determine how the short-term and long-term 

relationships between these variables change and how significant their impact is on Islamic 

banking performance. 

Figure 3.  

Results of ROA Response to ROA 
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Source: data processed with Eviews 13,2025 

This figure shows how Return on Assets (ROA) responds to shocks or innovations 

affecting ROA itself. The graph shows a slight, though not significant, initial positive 

response. Afterward, the response fluctuates around zero and tends to stabilize over time. It's 

important to note the 95% confidence interval depicted by the dotted line; if the zero line 

falls within this interval, the response is statistically insignificant. Overall, this figure 

indicates that innovations in ROA have a relatively small and transient impact on ROA 

performance, with the effect tending to dissipate over time. 
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Figure 4.  

Results of BOPO Response to ROA 
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Source: data processed with Eviews 13,2025 

This figure illustrates how Operating Expenses to Operating Income (BOPO) 

responds to innovations that affect ROA. The graph shows that initially, there is a negative 

response from BOPO to ROA innovations. This means that when ROA increases due to 

innovations, BOPO tends to decrease. However, this effect is short-lived, and after a few 

periods, BOPO returns to its baseline. As before, the 95% confidence interval is important to 

assess the significance of the response. The interpretation is that innovations that increase 

ROA tend to reduce operational inefficiency (BOPO) initially, but this effect is temporary. 

Figure 5.  

Results of Inflation Response to ROA 
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Source: data processed with Eviews 13,2025 

This figure shows how the inflation rate responds to innovations in ROA. The graph 

shows that inflation responds positively to ROA innovations. This means that when ROA 

increases due to innovations, inflation tends to increase as well. A 95% confidence interval 

is also shown to help determine the significance of the response. In conclusion, innovations 

in ROA appear to have a positive impact on inflation, which may reflect an increase in overall 

economic activity. 

Variance Decomposition   

Forecast Error Variance Decomposition (FEVD) analysis divides the variance of a 

particular variable's forecast error into the proportion caused by changes in each variable in 

the system, including itself, to show the change in a variable in a given period caused by 

changes in other variables in previous periods. This method allows for identifying the 

strengths and weaknesses of each variable based on its impact on other variables in the long 

run. 
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Figure 6.  

Results of ROA Analysis of ROA 
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Source: data processed with Eviews 13,2025 

This figure shows how much of the variation in ROA can be explained by innovations 

or shocks to ROA itself. The graph displays the percentage of ROA variance attributable to 

ROA innovations over a given period. Initially, the contribution of ROA innovations to ROA 

variance may be high, but over time, this contribution may change. A 95% confidence 

interval is also presented, calculated using a Monte Carlo simulation. 

Figure 7.  

Results of BOPO Analysis on ROA 
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Source: data processed with Eviews 13,2025 

This figure shows how much of the variation in BOPO (Operating Expenses to 

Operating Income) can be explained by innovations in ROA. The graph visualizes the 

percentage of BOPO variance caused by innovations in ROA over time. This helps 

understand how much changes in ROA (caused by innovation) affect fluctuations in a 

company's operational efficiency. A 95% confidence interval calculated using a Monte Carlo 

simulation is also included. 
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Figure 8.  

Results of Inflation Analysis on ROA 
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Source: data processed with Eviews 13,2025 

This figure illustrates how much of the variation in the inflation rate can be explained 

by innovations in ROA. The graph displays the percentage of inflation variance caused by 

ROA innovations over time. This provides insight into the impact of changes in ROA (due 

to innovation) on fluctuations in the inflation rate. A 95% confidence interval, estimated 

using Monte Carlo simulation, is also included. 

The Influence of Efficiency on Islamic Banking Performance 

The results of the analysis show that operational efficiency (BOPO) has a significant 

impact on Islamic banking performance (ROA), especially in the long term, based on various 

analyses that have been conducted. Stationarity test shows that the inflation variable is 

stationary at the initial level (probability 0.0061), while ROA and BOPO require first 

differencing to achieve stationarity. The optimal lag test indicates lag 1 as the optimal lag based 

on the AIC criteria. The VAR stability test shows that the model is stable with the highest 

modulus value of 0.956367, below the threshold of 1. The Granger causality test shows that 

inflation (F-statistic 0.84872, probability 0.3588) and BOPO (F-statistic 2.53592, probability 

0.1140) do not affect ROA, but ROA significantly affects BOPO (F-statistic 22.4846, 

probability 6.E-06). 

Furthermore, the Johansen cointegration test indicates the presence of three 

cointegration equations at a 5% significance level. VECM estimation shows that in the short 

term, only inflation significantly influences the dependent variable, while in the long term, no 

variables significantly affect ROA. Impulse Response Function (IRF) analysis shows that ROA 

responds positively to ROA innovations with a small and temporary impact, BOPO responds 

negatively to ROA innovations but is temporary, and inflation responds positively to ROA 

innovations. Variance Decomposition analysis shows how much variation in ROA, BOPO, and 

inflation can be explained by innovations that occur in ROA itself. 

Operational efficiency has an impact on the performance of Islamic banks because it 

can increase profitability by optimizing operational costs and income.(Wulandari & Ryandono, 

2020)The lower the Operating Expenses to Operating Income (BOPO) ratio, the more efficient 

the bank is in managing resources, which has a positive impact on Return on Assets 

(ROA).(Irawan et al., 2019)This result aligns with previous research on operational efficiency, 

which states that bank profitability is higher with a lower BOPO ratio.(Ariani, 2021),(Amalia 

& Diana, 2022), And(Wulandari & Ryandono, 2020), but different from research(Safira et 
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al., 2024)which states that Operating Costs to Operating Income (BOPO) does not have a 

significant influence on ROA. 

Overall, these findings confirm that operational efficiency, as measured by the BOPO 

ratio, plays a significant role in determining Islamic banking profitability. However, differing 

research findings suggest the need for further analysis to understand the factors influencing the 

relationship between BOPO and ROA. 

The Impact of Inflation on Islamic Banking Performance 

The stationarity test results indicate that the inflation variable is stationary at its level 

with a probability of 0.0061 (<0.05). The optimal lag test produces lag 1 as the optimal lag 

based on the AIC, SC, and HQ criteria. The VAR stability test shows that the model is stable 

with the highest modulus value of 0.956367, which is less than 1. The Granger causality test 

shows that inflation does not affect ROA (prob = 0.3588), and conversely, ROA also does not 

affect inflation (prob = 0.3625). The Johansen cointegration test indicates cointegration 

between the variables, with trace statistics and maximum eigenvalues greater than the critical 

value at the 5% significance level. VECM estimation shows that in the short term, only inflation 

has a significant effect on the dependent variable, while ROA and BOPO do not show a 

significant effect. Impulse Response Function (IRF) analysis shows that inflation responds 

positively to ROA innovation. Variance Decomposition Analysis (FEVD) shows how much of 

the variation in the inflation rate can be explained by innovations that occur in ROA. 

Inflation can affect the performance of Islamic banks by reducing people's purchasing 

power, thereby reducing demand for financing.(Nurhayati, 2017). In addition, high inflation 

increases credit risk, especially in profit-sharing schemes, which can reduce bank income and 

worsen asset quality.(Akbar, 2018)Although Islamic banks do not charge interest, inflation still 

increases operating costs, forcing banks to adjust their financing strategies to maintain stability. 

If inflation is not controlled, Islamic banks could experience a decline in profitability and 

liquidity, which could ultimately impact the growth of the Islamic banking industry as a 

whole.(Dima Maulika Sehany & Maulida Nurhidayati, 2022). 

Study(Maya, 2019)found that inflation can strengthen the effect of non-performing 

financing on profitability, but weaken the effect of economic growth. Meanwhile,(Atik 

Rachmawati, 2018)found that inflation does not significantly moderate the relationship 

between risk and profitability, but can weaken the relationship between capital and 

profitability. 

Therefore, it can be concluded that although inflation has a short-term impact on 

profitability, Islamic banks need to focus on managing internal factors such as financing 

quality, operational efficiency, and a strong capital structure to maintain sustainable 

performance. Furthermore, adapting strategies to economic fluctuations and effective risk 

management are key to mitigating the long-term impact of inflation, enabling Islamic banks to 

maintain and improve their profitability amidst changing economic conditions. 

 

CONCLUSION 

Inflation does not significantly impact ROA in the long term because Islamic banks are 

able to adjust their operational and financial strategies to address the impact of inflation. 

Meanwhile, BOPO significantly impacts ROA in the short term because effective use of 

operational costs can increase bank revenue. However, in the short term, inflation has a more 
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significant impact on ROA than BOPO. Overall, neither inflation nor BOPO significantly 

impacts ROA in the long term because banks have adaptive strategies in place to address 

changing economic conditions.  

 

REFERENCES 

A. Rybchuk, M. B. F. (2023). Inflation in the System of Socioeconomic Relations. 146–150. 

Abbachh Uddin, M., Solaiman, M., Raju, V., & Ibrahim Alasan, I. (2020). A Study on the 

Factors of Inflation Based in Malaysia. International Journal of Social Science, 

Innovation and Educational Technologies, 1(4), 667–680. 

Addury, M. M., GH, N. H., Izzaturrahman, M. D., & Pangestu, D. R. (2024). Performance 

Analysis of Islamic Banks Using Error Correction Model. Etihad: Journal of Islamic 

Banking and Finance, 4(1), 27–37. https://doi.org/10.21154/etihad.v4i1.9336 

Akbar, M. I. (2018). Pengaruh Spesifik Bank dan Makro Ekonomi Terhadap Kredit 

Bermasalah pada Perbankan Konvensional dan Perbankan Syariah (Studi 

Komparasi). 

Al Sharif, B. M. M. (2023). the Impact of Macroeconomic Variables on the Performance of 

Islamic Banks: an Empirical Study. International Journal of Professional Business 

Review, 8(4), 1–16. https://doi.org/10.26668/businessreview/2023.v8i4.1347  

Alaihi Sobri. (2015). Analisis Sistem Bagi Hasil Sebagai Alternatif Selain Bunga Pada 

PT.BANK SYARIAH MANDIRI KCP. BULELENG. Jurnal Ekonomi Akuntansi 

Dan Manajemen, 1(2), 193–206. 

Alam, A., Setyowati, E., Wiguna, A. C., & Nizam, R. S. (2022). Analysis of the Influence of 

BOPO, NIM and Inflation on the Profitability of Bank BRI Syariah in 2013-2020. 

Talaa : Journal of Islamic Finance, 2(1), 33–56. 

https://doi.org/10.54045/talaa.v2i1.505  

Amalia, D., & Diana, N. (2022). Pengaruh BOPO, CAR, dan FDR Terhadap Profitabilitas 

Bank Bukopin Syariah Periode 2013-2020. Jurnal Ilmiah Ekonomi Islam, 8(1), 1095. 

https://doi.org/10.29040/jiei.v8i1.4166   

Anggraini, F., Taufik, T., Muizzuddin, M., & Andriana, I. (2023). Analisis Stabilitas 

Perbankan Syariah dan Konvensional di Negara-Negara Kawasan MENA. Al-

Kharaj : Jurnal Ekonomi, Keuangan & Bisnis Syariah, 6(2), 609–621. 

https://doi.org/10.47467/alkharaj.v6i2.3801  

Anggreni, M., & Taufiq, M. (2022). Urgensi Transformasi Digitalisasi Perbankan Syariah 

Secara Masif Dalam Kerangka Maqashid Syariah. Jurnal Riset Manajemen Dan 

Akuntansi, 2(3), 115–128. https://doi.org/10.55606/jurima.v2i3.1691  

Ariani, F. (2021). Pengaruh Permodalan, Likuiditas Dan Efisiensi Operasional Terhadap 

Profitabilitas Pada Perbankan Syariah Yang Terdaftar Di Bei. Journal of Applied 

Managerial Accounting, 5(1), 23–31. https://doi.org/10.30871/jama.v5i1.2826  

Arisyanti, Kurniati, & Abd Rahman R. (2023). EFISIENSI PERBANKAN SYARIAH DI 

INDONESIA. Al-Ubudiyah: Jurnal Pendidikan Dan Studi Islam, 4(2), 36–41. 

https://doi.org/10.55623/au.v4i2.217  

Atik Rachmawati. (2018). ANALISIS PENGARUH VARIABEL RISIKO, EFISIENSI, DAN 

MODAL TERHADAP PROFITABILITAS BANK UMUM SYARIAH PERIODE 2012-

2016 DENGAN INFLASI SEBAGAI VARIABEL MODERASI. 3(2), 91–102. 

https://doi.org/10.26668/businessreview/2023.v8i4.1347
https://doi.org/10.54045/talaa.v2i1.505
https://doi.org/10.29040/jiei.v8i1.4166
https://doi.org/10.47467/alkharaj.v6i2.3801
https://doi.org/10.55606/jurima.v2i3.1691
https://doi.org/10.30871/jama.v5i1.2826
https://doi.org/10.55623/au.v4i2.217


Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)                Vol. 8. No. 3 (2025)  

e-ISSN: 2621-606X            Page: 9556-9572 
 

The Effect of Inflation and Efficiency ….. 9571 

 

Darto, D., Priharta, A., & Maryati, M. (2023). Capital Adequacy Ratio, Likuiditas, Efisiensi 

Operasional, Ukuran Perusahaan dan Profitabilitas: Bukti Empiris pada Bank Umum 

Syariah di Indonesia. BALANCE: Economic, Business, Management and Accounting 

Journal, 20(2), 132. https://doi.org/10.30651/blc.v20i2.18341  

Dima Maulika Sehany, & Maulida Nurhidayati. (2022). Pengaruh Dana Pihak Ketiga Dan 

Inflasi Terhadap Profitabilitas Pada Bank Umum Syariah Bumn Pada Tahun 2016-

2020. Jurnal Asy-Syarikah: Jurnal Lembaga Keuangan, Ekonomi Dan Bisnis Islam, 

4(2), 92–108. https://doi.org/10.47435/asy-syarikah.v4i2.1051  

Djazuli, A., & Candera, M. (2021). Moderating Effect of Inflation on the Influence of 

Financial Performance on the Growth of Islamic Banking in Indonesia. International 

Journal of Finance Research, 1(2), 124–143. https://doi.org/10.47747/ijfr.v1i2.259  

Dwi Suwiknyo. (2010). Analisis Laporan Keuangan Perbankan Syariah. In Pustaka Pelajar. 

Faadilah, I., & Ilham, A. (2024). Prospek Pengembangan Perbankan Syariah di Indonesia. 

Transpor, XX(4), 57–61. 

Hakim, M. L. (2023). Financial Technology Strategy for Islamic Banking Competitiveness. 

AL-ARBAH: Journal of Islamic Finance and Banking, 5(1), 99–104. 

https://doi.org/10.21580/al-arbah.2023.5.1.17998  

Hariyadi, E., & Triyanto, A. (2020). Peran Agen Asuransi Syariah Dalam Meningkatkan 

Pemahaman Masyarakat Tentang Asuransi Syariah. Jurnal Ekonomi Dan Perbankan 

Syariah, 5(1), 19–38. https://doi.org/10.46899/jeps.v5i1.164  

Imam Harmain. (2020). PENGARUH INFLASI, BOPO DAN PEMBIAYAAN 

MUDHARABAH TERHADAP PROFITABILITAS PADA BANK SYARIAH DI 

INDONESIA Disusun. 

Irawan, D., Haryadi, & Puspa Arum, E. D. (2019). Analisis Pengaruh NPF, BOPO, CAR, 

FDR dan NIM Terhadap Return on Asset (ROA) Pada Bank Umum Syariah di 

Indonesia Tahun 2013-2017. Jurnal Akuntansi & Keuangan Unja, 4(1), 1–14. 

https://doi.org/10.22437/jaku.v4i1.7424  

Khalifaturofi’ah, S. O. (2023). Cost efficiency, innovation and financial performance of 

banks in Indonesia. Journal of Economic and Administrative Sciences, 39(01). 

Maya, V. N. (2019). Pengaruh Pertumbuhan Ekonomi dan Non Performing Financing 

Terhadap Profitabilitas Dengan Inflasi Sebagai Moderasi Pada Perbankan Syariah Di 

Indonesia Tahun 2013-2018. Skripsi, 74. 

Milasari, A. S. (2020). Pengaruh Perubahan Nilai Tukar Terhadap Harga Barang Impor Dan 

Inflasi Dalam Negeri Di Beberapa Negara Industri. Jurnal Ekonomi, 14–35. 

Muhammad, A. U. (2022). Internal and External Factors Affecting Islamic Banks 

Performance in Nigeria. Jurnal Ekonomi Dan Bisnis Islam (Journal of Islamic 

Economics and Business), 8(1), 121–133. https://doi.org/10.20473/jebis.v8i1.34670  

NENA, Y., & LAILAULFA, I. (2021). Improving Financial Performance Through Islamic 

Corporate Governance, Islamic Corporate Social, and Intellectual Capital. DIRHAM 

Jurnal Ekonomi Islam, 2(1), 30–50. https://doi.org/10.53990/djei.v2i1.99  

Ningrum, D. P., Hasanah, S. A., Zaroh, Y., & Firdaus, N. (2024). Pengaruh Kebijakan 

Moneter Syariah Terhadap Stabilitas Mata Uang. Jurnal Media Akademik, 2(6), 

3031–5220. 

https://doi.org/10.30651/blc.v20i2.18341
https://doi.org/10.47435/asy-syarikah.v4i2.1051
https://doi.org/10.47747/ijfr.v1i2.259
https://doi.org/10.21580/al-arbah.2023.5.1.17998
https://doi.org/10.46899/jeps.v5i1.164
https://doi.org/10.22437/jaku.v4i1.7424
https://doi.org/10.20473/jebis.v8i1.34670
https://doi.org/10.53990/djei.v2i1.99


Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)                Vol. 8. No. 3 (2025)  

e-ISSN: 2621-606X            Page: 9556-9572 
 

The Effect of Inflation and Efficiency ….. 9572 

 

Nurhayati, R. (2017). Analisis Pengaruh Variabel Makro Ekonomi Terhadap Kinerja Bisnis 

Perbankan Syariah Dengan Likuiditas Sebagai Variabel Intervening. Central Library 

UIN Maulana Malik Ibrahim, Skripsi. 

Rohmiati, E., Winarni, W., & Soebroto, N. W. (2019). Analisis Pengaruh Bopo, Npl, Nim, 

Dan Ldr Terhadap Profitabilitas Pada Bank Umum Di Indonesia Periode 2012-2017. 

Keunis, 7(1), 34. https://doi.org/10.32497/keunis.v7i1.1531  

Safira, A., Sopingi, I., & Musfiroh, A. (2024). PENGARUH BOPO DAN NPF TERHADAP 

PROFITABILITY. 05(01), 1–7. 

Setyawati, I. (2015). Determinan Pertumbuhan Total Aset Dengan Pendekatan Variabel 

Bank Dan Pangsa Pasar Pada Perbankan Syariah Di Indonesia. Mediastima Tahun, 

XXI(2), 80–115. 

Suryanto, T., & Yulia, R. (2021). Analisis Pengaruh Inflasi terhadap Kinerja Keuangan 

Perbankan Syariah di Indonesia. Jurnal Ekonomi Dan Keuangan Islam. 

Tika Sari, V. C. M., Nurhayati, P., & Dzuralda, T. (2022). Determinan Tingkat Efisiensi 

Perbankan di Indonesia. Akuntabilitas, 15(2), 191–202. 

https://doi.org/10.15408/akt.v15i2.25101  

Wulandari, S. F., & Ryandono, M. N. H. (2020). Determinan Efisiensi Perbankan Di 

Indonesia (Studi Empiris Pada Bank Umum Syariah Di Indonesia Periode 2012-

2018). Jurnal Ekonomi Syariah Teori Dan Terapan, 7(12), 2436. 

https://doi.org/10.20473/vol7iss202012pp2436-2452  

Yamin, B. (2022). The Effect of Return on Asset (ROA), Operational Efficiency Ratio 

(BOPO), Inflation, Credit Interest Rate and Gross Domestic Product (GDP) towards 

Murabahah Financing in Sharia Banking in Indonesia (2016-2019). Asian Journal of 

Economics, Business and Accounting, 22(19), 94–103. 

https://doi.org/10.9734/ajeba/2022/v22i1930661  

Yuliana, I. R., & Listari, S. (2021). Pengaruh CAR, FDR, Dan BOPO Terhadap ROA Pada 

Bank Syariah Di Indonesia. Jurnal Ilmiah Akuntansi Kesatuan, 9(2), 309–334. 

https://doi.org/10.37641/jiakes.v9i2.870    

 

https://doi.org/10.32497/keunis.v7i1.1531
https://doi.org/10.15408/akt.v15i2.25101
https://doi.org/10.20473/vol7iss202012pp2436-2452
https://doi.org/10.9734/ajeba/2022/v22i1930661
https://doi.org/10.37641/jiakes.v9i2.870

