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Abstract

Purpose - This study aims to examine the capital market's reaction to the
merger of BUMN Syariah Banks, which is seen as abnormal returns at PT
Bank BRI Syariah Tbk.

Method - The data for this study were taken ten days before and ten days
after announcing the BUMN Sharia Bankmerger. The data was processed by
paired sample t-test using SPSS.

Result - Based on the analysis and discussion results, it shows that there is
no marketreaction to the announcement of the signing of the BUMN Islamic
bank merger on BRIS shares as seen from the abnormal returns before and
after the signing of the merger, which there is no significant difference.

Implication - This can happen because the world is currently facing the
COVID-19 pandemic, which causes market uncertainty. In addition,
abnormal returns are not the only indicator to measure the wealth created
by an event. Another factor that causes no significant difference in abnormal
returns is that the data used in the event window research is daily and short
enough to have no visible reaction. Furthermore, the issue of a merger has
also been circulating before the announcement of the signing

Originality - This article examines abnormal returns before and after the
announcement of the merger of State-Owned Sharia Banks
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Introduction

In the economic field, the word investment is often interpreted as placing
funds in the hope of obtaining profits in the future. Investment is divided into
two, namely, financial asset investment and real asset investment (Mubarok et
al, 2017). One of the investments in the financial sector is in the capital market,
and one of the investment instruments in the capital market is stocks. Shares
are proof of ownership of a company (Ayu et al, 2021; Porwati et al,, 2021).
Returns obtained on stock investments can be in the form of capital gains,
dividends, and GMS. An investor will be interested in investing in companies
thathave high returns. Companies can do various ways to increase returns, one
of which is corporate action (Yani et al, 2021). Corporate action is every
issuer's decision that affects the number of shares, share prices, and
shareholders' interests. One form of corporate action is a merger. The merger
is the process of combining two or more business entities. Mergers are carried
out to expand the company's reach, gaining market share to create high
returns (Fatinah & Igbal Fasa, 2021).

Sharia banks are banks that carry out business activities based on sharia
principles in the fatwa of the Indonesian Ulema Council, such as the principles
of justice and balance (‘adl wa tawazun), benefit (maslahah), universalism
(alamiyah) (Ahdizia et al, 2018; Ullah & Seman, 2021). And does not contain
gharar, maysir, usury, injustice, and unlawful objects (Mohiuddin et al., 2018).
Bank Muamalat Indonesia is the first sharia bank to operate in Indonesia since
1992 (Mareta et al, 2021; Supriyono et al, 2019). Islamic banks provide
banking services for Muslims. Islamic banks also provide financing
opportunities for business development with sharia principles, such as free of
usury, free of speculative, and financing aimed at businesses that prioritize
moral elements. (Nahrio et al,, 2021). According to OJK, since the start of the
Islamic banking system in Indonesia, there have been many positive
achievements, both in terms of institutions and supporting infrastructure,
regulatory instruments, and supervisory systems. The development of Islamic
banks can also be seen from the total assets that continue to grow.
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On October 12, 2020, there was a signing of a merger between three state-
owned Islamic banks, namely Bank BRIsyariah Tbk., Bank BNI Syariah, and
Bank Syariah Mandiri (Anika et al., 2021; Romadhon & Sutantri, 2021; Sultoni
& Mardiana, 2021). A bank is essentially an institution that carries out three
main functions: collecting funds, distributing funds, and serving other financial
services. These three main functions are conventional banks that use the
interest system (usury) (Rahmatika & Romadhani, 2021). The birth of Islamic
banks is a solution for Muslims as financial services based on sharia principles
are avoiding usury. The Islamic banking industry began to enter Indonesia
after establishing PT Bank Muamalat Indonesia as the first Islamic bank
operating since 1991. Based on data from the Otoritas Jasa Keuangan (OJK),
the development of Islamic banks in Indonesia has progressed significantly.
This can be seen from the total number of assets, which increases every year
(Atikah et al,, 2021). Although Indonesia and even the whole world face the
Covid-19 outbreak, which impacts the economy, Islamic banking can
withstand all the impacts that arise from this outbreak (Biasmara & Srijayanti,
2021; Fiqri et al, 2021). The hope from this merger is that the total assets of
state-owned Islamic banks will increase and become the largest in Indonesia
(Mahargiyantie, 2021; Mohammad & Ichsan, 2021; Sulistiyaningsih & Thanul,
2021).

This plan will undoubtedly impact the economy because it can be a
stimulus for national economic development. The merged entity has the most
significant assets in Indonesia, making the market share for the Islamic finance
industry in Indonesia. The sharia bank resulting from the merger will be listed
on the Indonesia Stock Exchange and a public company (Wahid, 2021). PT BRI
Syariah Tbk. (BRIS) as one of the companies that accepted the merger showed
positive sentiment, this can be seen from BRIS's stock price (Setiyono &
Rinwantin, 2021; Yani et al, 2021). Significantly soaring stock prices certainly
have an impact on the rate of return. This study examines whether there are
significant differences in abnormal returns before and after signing the BUMN
Islamic bank merger. Researchers will use BRIS stock price data before and
after the announcement of the signing of the BUMN Islamic bank merger.
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= —_I: |::| Table 1. Development of Sharia Banking Performance Based on Total Assets (in Rupiah)
J L]
g ) T

|F IEIJ ur u Indicator 2016 2017 2018 2019 2020
- h (August)
- E Sharia
Commercial 254,184 288,027 316,691 350,364 358,851
Bank
Sharia

. . 102,320 136,154 160,636 174,200 177,978
Business Unit

Source: OJK Sharia Banking Statistics

Literature Review

Investment

According to PSAK No. Investment is an asset that the company uses for
the growth of wealth (acceleration of wealth) through the distribution of
investment results (such as interest, royalties, dividends, and rent), to
appreciate the value of the investment, or for other benefits for companies that
invest such as benefits obtained through investment—trade relations.
Investment delays current consumption to be used in efficient production for
a certain period (Kusmayadi et al, 2020; Mubarok, 2018). There are two types
of investment, namely financial asset investment and real asset investment.
Financial asset investment is an investment activity in the financial sector. At
the same time, real asset investment is an investment activity in assets or
tangible assets. One of the most popular investments is financial asset
investment, especially the capital market (Budiartha, 2018; Umoru &
Nwokoye, 2018). According to Law no. 8 of 1995 concerning the Capital
Market, the capital market is concerned with the public offering and trading of
securities, public companies relating to securities issued, and institutions and
professions related to securities. One of the instruments in the capital market
is stock. Shares are investment instruments in the form of securities as proof of
ownership of a company (Liaqgat et al,, 2020; Mubarok, 2019). Shares are proof
of ownership of a company (Mubarok etal.,, 2017).
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The more shares owned, the higher the percentage of ownership of the
company. Stock is one of the investment instruments in the capital market
(Behera et al,, 2021; Gainau, 2020). Shares are divided into two types, namely
common stock and preferred stock. The value of a stock can be seen from the
stock price. The share price is the nominal value in the proof of ownership of
the capital share for a company or limited liability company (Christianti, 2018;
Jalari & Marimin, 2020). The stock price is essential to measure the company's
performance and as a basis for determining the return and risk in the future.
Therefore, stock prices can reflect the value of a company.

Merger

A merger is the merging of two or more companies into one company by
taking over or buying all the assets and liabilities of the merged company
(Hartanto & Fatwa, 2020; Tyas & Rusydiana, 2021). In a merger, the company
taking over has atleast 50 percent of the shares. The company being taken over
ceases to operate, and its shareholders receive cash or shares in the new
company (Rahmatullah, 2021). In addition, a merger can also be defined as the
absorption of a company by another company. In this case, the buying
company will continue its name and identity. The buying company will also
take over both the assets and liabilities of the purchased company. There are
several reasons why companies decide to merge, namely: company growth,
synergies, increased revenues, tax considerations, and decreased funds or
expenses (Handyanto et al, 2021; Ma et al,, 2009; Mai et al., 2020).

Abnormal Return

Return is the rate of return obtained on investment activities (Haryanto et
al, 2018; Jain et al,, 2018). Returns are divided into realized returns that have
occurred and expected returns that have not occurred and are expected to
occur in the future. Realized return is the return that has occurred and is
calculated based on historical data (Qu et al, 2019). This realized return is
crucial because it measures expected return and future risk (Dahlfors &
Padjen, 2019; Egger & Zhu, 2021; Gomes et al, 2019). In comparison, the
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expected return is the return expected by investors in the future. Abnormal or
abnormal returns are the difference between realized and expected returns
(Alves &Silva, 2021; Maetal.,, 2009; Vo et al,, 2020). For example, in connection
with the announcement of the signing of the BUMN Islamic bank merger, if

there is a positive abnormal return, it will provide an above-normal profit.

Description: AR
Rit
E (Rit) :

Description: R it
Pit
Pit-1

Description: E (Rit) :
Rijj
Pj

Explanation: Rij
I
|

ARit=Rit-E (Rit)

: Abnormal Return of stock i on the t event

: Return of stock realization i on event t

Return of stock expectations i on the t-th event

_Pi;—Pi;_4

: Return of stock realization i on the t-th event
: Share priceiateventt

: Stock priceiat event t-1

E (Rit) =Rij. Pj
Return of stock expectations i on the t-th event

: Return realization of stock i on event j

: j probability of expectation

Rij = o + Bi RMj

: Return of stock realization i on the j event
: Intercept for stock i

: The slope coefficient, which is the beta of the stock i
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This study uses a quantitative approach with an experimental research | i || |-
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design. This design aims to analyze the comparison of trading abnormal
returns before and after the event hypothesized in this study so that later it will
produce empirical evidence on the pattern of relationships between these
variables. The research method used is event study. An event study is a study
that studies the market reaction to an event. The event that is tested in this
study is the announcement of the signing of the BUMN Islamic bank merger. In
this study, secondary data is used, namely stock price data from PT Bank
BRIsyariah Tbk. The data used is historical data obtained from
www.yahoo.finance. The data used is ten days before and after the
announcement of the signing of the BUMN Islamic bank merger. The stock
price used is the closing price every day or the closing price. The analytical
technique used in this research is descriptive statistical analysis. The test that
is carried out is the normality test and the difference test. A normality test is
done to find out the data collected is normally distributed or not. In addition,
the normality test is used as a condition for various parametric tests, one of
which is the paired sample T-test. In this study, the normality test was carried
out using the Kolmogorov-Smirnov test method. If the data is normally
distributed, the significance value is > 0.05, and vice versa if the data is not
normally distributed, the significance value is <0.05. While the difference test
is a test that is used to find differences, either between two data samples or
between several data samples. The different tests used in this study are Paired
sample T-Test or Wilcoxon Signed Ranks Test. 1. The paired sample t-test is
one of the parametric tests. Therefore, before conducting the paired sample t-
test, the data is normally distributed; 2. The Wilcoxon Signed Ranks Test is one
of the non-parametric tests. Therefore, if the data is not normally distributed,
the Wilcoxon Signed Ranks Test is performed to compare the average of two
variables in one group.
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Results and Discussion
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Ere=u Statistical Test Results
RIS
7 [ E===  Table 2. Results of Statistical Descriptive Analysis

Descriptive Statistics

N Minimum  Maximum Mean Std. Deviation
Before 10 1.35 1.46 1.3964 .03576
After 10 1.31 1.63 1.4178 .12380

Valid N (listwise) 10

The results of the descriptive statistical calculation of abnormal returns
before and after the announcement of the signing of the BUMN sharia bank
merger can be seen in table 2. The abnormal return before the announcement
of the BUMN sharia bank merger has an average value of 1.3964, and after the
announcement of the signing of the BUMN sharia bank merger has an average
value of 1.4178. Based on table 2, it can be seen that there was an increase in
the average abnormal return of BRIS shares before and after the
announcement of the signing of the BUMN Islamic bank merger.

Based on table 3, the abnormal return normality test before and after the
announcement of the signing of the BUMN Islamic bank merger using the
Kolmogorov-Smirnov test. These results show the significant value before is
0.69, and after 0.200, it means >0.05. Then the results of the normality test
show that the data is normally distributed. Because the data is normally
distributed, the following different test performed is the paired sample t-test.

Table 3. Normality Test Results

One-Sample Kolmogorov-Smirnov Test

before after
N 10 10

Normal Parameters® Mean 1.3964 1.4178
Std. Deviation .03576 .12380

Most Extreme Differences Absolute .253 .207

Positive .253 .207

Negative -.132 -.188

Test Statistic .253 .207
Asymp. Sig. (2-tailed) .069c¢,d .200c,d
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Table 4. Results of the Paired Sample t-test abnormal return

Paired Differences T d Sig. (2-
f tailed)
Mean Std. Std. 95% Confidence
Deviation Error Interval of the
Mean Difference

Lower Upper
Pairl -.02140 .13953 .04412  -12122 .07841 -.485 9 .639

Based on the results of the paired sample t-Test, it shows a significance
value of 0.639 > 0.05, so HO is accepted. This means that the paired sample test
method proves no significant abnormal return difference between before and
after the announcement of the signing of the BUMN Islamic bank merger.

Abnormal Returns Before and After the Announcement of the Merger of
Islamic Banks

Based on the results of statistical tests, it shows that there is no market
reaction to the announcement of the BUMN Islamic bank merger on BRIS
shares, as seen from the abnormal returns before and after the signing of the
significant merger difference. This result is strengthened by research
conducted (Rulikinanti et al.,, 2019) which concludes that there is no difference
between before and after the merger for capital, assets, and earnings. This
result is reinforced by research conducted (Ayu et al., 2021) which concludes
that there is no difference in stock returns and trading volume before and after
the merger. This study also illustrates that stock returns and stock trading
volumes after the merger are higher than those before. This result is also
strengthened by research (Yani et al, 2021), which concludes that ROA has no
significant effect on the firm value before and after the merger. This can happen
because the world is currently facing the COVID-19 pandemic, which causes
market uncertainty. In addition, abnormal returns are not the only indicator to
measure the wealth created by an event. Another factor that causes no
significant difference in abnormal returns is that the data used in the event
window research is daily data and is quite short, so there is no visible reaction.
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The merger issue had also circulated before the official announcement of the
signing of the state-owned Sharia Bank.

Conclusion

From this study, it can be concluded that there is no market reaction to the
announcement of the BUMN Islamic bank merger on BRIS shares as seen from
the abnormal returns before and after the merger signing, which there is no
significant difference. This can happen because the world is currently facing
the COVID-19 pandemic, which causes market uncertainty. In addition,
abnormal returns are not the only indicator to measure the wealth created by
an event. Another factor that causes no significant difference in abnormal
returns is that the data used in the event window research is daily data and is
short enough to have no visible reaction. Furthermore, the issue of a merger
has also been circulating before the announcement of the signing.
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