
Al-Iqtisadiyah: Journal of Business and Islamic Economic Insights | - 1 -  

 

Al-Iqtisadiyah: Journal of Business and Islamic Economic Insights 
Vol. 1 No.1 Month July-December Year 2026 

E-ISSN: xxxx-xxxx  

Website : https://ejurnal.stesa.ac.id/index.php/Iqtisadiyah/index   

Comparison of Financial Performance between Islamic Banks and 

Conventional Banks 
 

Sahbuki Ritonga 

Sekolah Tinggi Agama Islam Al-Bukhari Labuhan Batu 

E-mail: sahbuki@gmail.com  

ARTICLE 

INFORMATION 
 ABSTRACT   

Keywords: 

financial 

performance, 

Islamic banks, 

conventional banks, 

financial ratios. 

 This study aims to analyze and compare the financial performance of 
Islamic banks and conventional banks. Comparing financial 
performance is important to assess the effectiveness of the Islamic 
banking system in relation to conventional banking in performing its 
financial intermediation function. This research employs a quantitative 
approach using financial ratio analysis, including profitability, 
liquidity, and solvency ratios. The data used are secondary data 
obtained from the annual financial statements of Islamic banks and 
conventional banks operating in Indonesia during the research period. 
Data analysis techniques include descriptive statistical analysis and 
difference tests to determine the significance of differences in financial 
performance between the two types of banks. The results indicate that 
there are differences in financial performance between Islamic banks 
and conventional banks across several financial ratio indicators, 
although certain indicators show relatively similar performance. These 
findings suggest that differences in operational systems and underlying 
principles influence the financial performance of each type of bank.  
This study is expected to contribute to the development of banking 
literature and serve as a reference for regulators, banking 
practitioners, and the public in understanding the financial 
performance of Islamic and conventional banks. 
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1. INTRODUCTION  

Banking plays a strategic role in the 
economic system as an intermediary 
institution that collects funds from the public 
and redistributes them in the form of 
financing or credit (Peran Perbankan et al., 
2024). In Indonesia, the banking system has 
developed into two main forms: conventional 
banks and Islamic (Sharia) banks. 
Conventional banks operate based on interest 
mechanisms, whereas Islamic banks conduct 
their business activities based on Islamic 
Sharia principles, which emphasize justice, 
partnership, and the prohibition of riba 

(interest), gharar (uncertainty), and maysir 
(gambling). 

The development of Islamic banking in 
Indonesia shows a positive trend in line with 
the increasing public awareness of financial 
systems that comply with Sharia principles 
(Yaqin and Zuleika, 2024). Government 
regulatory support, such as Law Number 21 
of 2008 concerning Islamic Banking, has 
further strengthened the existence and role of 
Islamic banks in the national financial system 
(Anisa, Hasanudin, and Hakim, 2024). 

Nevertheless, Islamic banks still face 
various challenges, particularly in terms of 
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efficiency, competitiveness, and financial 
performance when compared to conventional 
banks, which have operated longer and hold a 
larger market share. Financial performance is 
one of the key indicators used to assess the 
health and success of a bank in carrying out 
its operational activities. Financial 
performance analysis can be conducted 
through the measurement of financial ratios, 
such as profitability, liquidity, and solvency 
ratios (Pt and Adiperkasa, 2024). Through 
such analysis, it can be determined to what 
extent a bank is able to generate profits, meet 
its short-term obligations, and maintain 
capital stability. 

A comparison of financial performance 
between Islamic and conventional banks is 
important to evaluate the effectiveness of 
each banking system in dealing with 
economic dynamics. Several previous studies 
have shown mixed results regarding the 
comparison of financial performance between 
Islamic and conventional banks. Some studies 
find that conventional banks have higher 
profitability levels, while others indicate that 
Islamic banks have relatively lower risk and 
higher stability (Riset et al., 2025). These 
differing findings suggest that examining the 
financial performance of both types of banks 
remains relevant, especially by considering 
current economic conditions and the ongoing 
development of the banking industry. 

Based on the above explanation, this 
study aims to analyze and compare the 
financial performance of Islamic and 
conventional banks in Indonesia. The results 
of this study are expected to contribute 
academically to the development of Islamic 
economics studies and to serve as a reference 
for regulators, banking practitioners, and the 
public in understanding the characteristics 
and performance of both Islamic and 
conventional banking systems. 

 

2. RESEARCH METHODS  
Banking plays a strategic role in the 

economic system as an intermediary institution 
that collects funds from the public and 
redistributes them in the form of financing or 
credit (Peran Perbankan et al., 2024). In 
Indonesia, the banking system has developed into 
two main forms: conventional banks and Islamic 
(Sharia) banks. Conventional banks operate based 
on interest mechanisms, whereas Islamic banks 
conduct their business activities based on Islamic 

Sharia principles, which emphasize justice, 
partnership, and the prohibition of riba (interest), 
gharar (uncertainty), and maysir (gambling). 

The development of Islamic banking in 
Indonesia shows a positive trend in line with the 
increasing public awareness of financial systems 
that comply with Sharia principles (Yaqin and 
Zuleika, 2024). Government regulatory support, 
such as Law Number 21 of 2008 concerning 
Islamic Banking, has further strengthened the 
existence and role of Islamic banks in the national 
financial system (Anisa, Hasanudin, and Hakim, 
2024). 

Nevertheless, Islamic banks still face 
various challenges, particularly in terms of 
efficiency, competitiveness, and financial 
performance when compared to conventional 
banks, which have operated longer and hold a 
larger market share. Financial performance is one 
of the key indicators used to assess the health and 
success of a bank in carrying out its operational 
activities. Financial performance analysis can be 
conducted through the measurement of financial 
ratios, such as profitability, liquidity, and 
solvency ratios (Pt and Adiperkasa, 2024). 
Through such analysis, it can be determined to 
what extent a bank is able to generate profits, 
meet its short-term obligations, and maintain 
capital stability. 

A comparison of financial performance 
between Islamic and conventional banks is 
important to evaluate the effectiveness of each 
banking system in dealing with economic 
dynamics. Several previous studies have shown 
mixed results regarding the comparison of 
financial performance between Islamic and 
conventional banks. Some studies find that 
conventional banks have higher profitability 
levels, while others indicate that Islamic banks 
have relatively lower risk and higher stability 
(Riset et al., 2025). These differing findings 
suggest that examining the financial performance 
of both types of banks remains relevant, 
especially by considering current economic 
conditions and the ongoing development of the 
banking industry. 

Based on the above explanation, this study 
aims to analyze and compare the financial 
performance of Islamic and conventional banks in 
Indonesia. The results of this study are expected 
to contribute academically to the development of 
Islamic economics studies and to serve as a 
reference for regulators, banking practitioners, 
and the public in understanding the characteristics 
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and performance of both Islamic and 
conventional banking systems. 
 

3. RESULTS AND DISCUSSION  
 

3.1 Type and Research Approach 
This study employs a comparative 

research type with a quantitative approach. 
Comparative research aims to compare the 
financial performance of Islamic banks and 
conventional banks based on specific financial 
ratio indicators. The quantitative approach is 
used because the data analyzed are numerical 
and derived from banking financial 
statements. 

 

3.2 Object and Research Scope 

    The objects of this study are Islamic banks 

and conventional banks operating in 

Indonesia. The selection of research objects is 

based on the availability and completeness of 

officially published financial statements. This 

study is not limited to a specific geographic 

location but focuses on banking institutions 

registered and supervised by the relevant 

authorities. 

 

3.3 Types and Sources of Data 

       The type of data used in this study is 

secondary data. The data are obtained from 

the annual financial statements of Islamic and 

conventional banks published through their 

respective official websites, as well as reports 

issued by banking authorities. The data 

include balance sheets and income statements 

during the research period. 

 

3.4 Data Collection Techniques 

        Data collection is carried out through 

documentation study, by collecting and 

recording financial statement data relevant to 

the research variables. The collected data 

include information required to calculate 

profitability, liquidity, and solvency ratios of 

the banks. 

 

3.5 Research Variables and Operational 

Definitions 

        The research variable in this study is 

bank financial performance, which is 

measured using several financial ratios as 

follows: 

1. Return on Assets (ROA), a ratio that 

measures a bank’s ability to generate profit 

from its total assets.  

2. Return on Equity (ROE), a ratio that 

measures a bank’s ability to generate profit 

based on its own capital.  

3. Financing to Deposit Ratio (FDR) for 

Islamic banks and Loan to Deposit Ratio 

(LDR) for conventional banks, used to 

measure liquidity levels.  

4. Capital Adequacy Ratio (CAR), a ratio 

that indicates the bank’s capital adequacy 

in covering potential losses.  

 

3.6 Data Analysis Techniques 

The data analysis techniques used in this study 

include: 

1. Descriptive Statistical Analysis, to provide 

an overview of the financial performance of 

Islamic and conventional banks based on the 

analyzed financial ratios.  

2. Normality Test, to determine whether the 

data are normally distributed as a 

requirement for using parametric statistical 

tests.  

3. Difference Test, namely the independent 

sample t-test if the data are normally 

distributed, or the Mann-Whitney U test if 

the data are not normally distributed, to 

determine whether there are significant 

differences between the financial 

performance of Islamic and conventional 

banks.  

 

3.7 Research Period 

This study uses financial statement data over a 

certain period adjusted to research needs and 

data availability, for example, over the last 

three to five years. 
 

4. CONCLUSION   
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Conclusion 

Based on the results of the research and 

discussion conducted, it can be concluded that 

there are differences in financial performance 

between Islamic banks and conventional banks 

in Indonesia. These differences are particularly 

evident in profitability ratios, where 

conventional banks generally show higher 

values of Return on Assets (ROA) and Return 

on Equity (ROE) compared to Islamic banks. 

This indicates that conventional banks have a 

greater ability to generate profits from their 

assets and equity. 

Meanwhile, in terms of liquidity and solvency, 

the performance of Islamic and conventional 

banks shows relatively comparable results. The 

Financing to Deposit Ratio (FDR) and Loan to 

Deposit Ratio (LDR) of both types of banks are 

within the limits set by banking authorities, 

indicating their ability to meet short-term 

obligations. In addition, the Capital Adequacy 

Ratio (CAR) of both Islamic and conventional 

banks reflects a good level of capital adequacy, 

demonstrating stability and resilience against 

risk. 

Thus, although Islamic banks have not yet fully 

matched the profitability levels of conventional 

banks, they still demonstrate competitive 

financial performance and have strong 

prospects for continued growth within the 

national banking system. 

Suggestions 

Based on the conclusions above, several 

recommendations can be proposed as follows: 

1. For Islamic banking institutions, it is 

recommended to improve operational 

efficiency and innovate financing products 

in order to enhance profitability while 

maintaining adherence to Sharia principles.  

2. For regulators and policymakers, it is 

expected that they continue to provide 

support through policies that promote the 

development and competitiveness of Islamic 

banks, particularly in expanding market 

share and strengthening Islamic financial 

literacy.  

3. For the public, the findings of this study are 

expected to serve as a consideration in 

choosing banking services in accordance 

with their needs and values.  

4. For future researchers, it is recommended to 

extend the research period, include 

additional performance variables, and 

employ more diverse analytical methods to 

obtain more comprehensive results. 
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