
 
 

xi 
 

TABLE OF CONTENTS 

COVER .................................................................................................................... i 

THESIS APPROVAL ............................................................................................. ii 

SUBMISSION........................................................................................................ iii 

CERTIFICATE OF ORIGINALITY ..................................................................... iv 

QUOTE ................................................................................................................... v 

ABSTRACT ........................................................................................................... vi 

ABSTRAK .............................................................................................................. vii 

PREFACE ............................................................................................................ viii 

TABLE OF CONTENTS ....................................................................................... xi 

LIST OF TABLES ............................................................................................... xiv 

LIST OF FIGURES................................................................................................ xi 

CHAPTER I ............................................................................................................ 1 

INTRODUCTION................................................................................................... 1 

1.1. Background............................................................................................... 1 

1.2. Problem..................................................................................................... 8 

1.3. Objectives and Benefits ............................................................................ 9 

1.4. Research Structure .................................................................................. 10 

CHAPTER II ........................................................................................................... 2 

LITERATURE REVIEW........................................................................................ 2 

2.1. Theoretical Literature ............................................................................... 2 

2.1.1. The Distinguish between Unconventional and Conventional 

Monetary Policy ............................................................................................... 2 

2.1.2. Business Cycles Theory .................................................................. 17 

2.1.3. Cyclical Behavior Theory ............................................................... 24 

2.1.4. Asset Purchasing Program Theory .................................................. 26 

2.1.4.1. Short-Run Effect…...................................................................29 

2.1.4.2. Long-Run Effect…...................................................................32 

2.1.5. Bank Risk Appetite ......................................................................... 37 

2.2. Previous Research .................................................................................. 42 

2.3. Theoretical Framework .......................................................................... 49 

CHAPTER III........................................................................................................ 49 



 
 

xii 
 

RESEARCH METHODS...................................................................................... 49 

3.1. Research Variables ................................................................................. 49 

3.1.1. Independent Variables ..................................................................... 49 

3.1.2. Dependent Variables ....................................................................... 58 

3.2. Types And Sources Of Data ................................................................... 63 

3.3. Data Collection and Analysis Method .................................................... 64 

3.3.1. Generalized Method of Moments of Panel Data (GMM) ............... 64 

3.3.2. GMM Assumption Test................................................................... 69 

3.3.2.1. Autocorrelation-Validity Test (Arellano-Bond and Hansen Test) .. 69 

3.3.3. Empirical Models ............................................................................ 70 

3.4. Inferential Test........................................................................................ 76 

3.4.1. Partial (t-statistic), Simultaneous (F-statistic) Test and Statistics 

Hypothesis ......................................................................................................... 76 

CHAPTER IV ....................................................................................................... 54 

RESULTS ............................................................................................................. 54 

4.1. Descriptive Research Object .................................................................. 54 

4.1.1 Descriptive Analysis ....................................................................... 54 

4.2. Data Analysis.......................................................................................... 87 

4.2.1. Arellano-Bond, Hansen, and Inferential Test ................................. 87 

4.2.2. Data Interpretation .......................................................................... 88 

4.3. Results Discussion ................................................................................ 120 

4.3.1. The Model Estimation of Bank Instability in terms of Z-Score.... 120 

4.3.1.1. The Relationship between Monetary Policies and Bank 

Soundness…..............................................................................................120 

4.3.1.2. Bank Characteristics and Performances towards Bank 

Soundness…..............................................................................................122 

4.3.2. The Model Estimation of Bank Instability in terms of LLP ......... 123 

4.3.2.1. The Relationship between Monetary Policies and Bank Credit 

Risk….......................................................................................................123 

4.3.2.2. Bank Characteristics and Performances towards Bank Credit 

Risk….......................................................................................................125 

4.3.3. Economic Condition Nexus for Both Bank Instability Indicators 126 

CHAPTER V ....................................................................................................... 127 



 
 

xiii 
 

CONCLUSION ................................................................................................... 127 

5.1 Conclusion ............................................................................................ 127 

5.2 Limitation ............................................................................................. 128 

5.3 Suggestion ............................................................................................ 128 

REFERENCES .................................................................................................... 130 

APPENDICES..................................................................................................... 138 

Appendix A. Sample Bank List ....................................................................... 138 

Appendix B. GMM Analysis Results .............................................................. 140 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 


