TABLE OF CONTENT

APPROVAL OF UNDERGRADUATE THESIS ....cccoooiiiiiiiiieeeeeeeeeee il
APPROVAL OF EXAMINATION ......ooiiiiiiietieieee et il
STATEMENT OF ORIGINALITY ..cvteitiiiiieieeiestesieeie st iiiv
MOTTO AND DEDICATION .....cooiiiiiieieieeie ettt v
ABSTRACT ...ttt ettt ettt e sttt et e bt et e et e eneeneeenee e vi
PREFACE ...ttt et sttt et vii
TABLE OF CONTENT .....ooiiitiee ettt ettt ix
LIST OF TABLES ...ttt ettt ettt e Xi
LIST OF FIGURES ..ottt sttt st xii
CHAPTER L.ttt ettt et enaesneeseeneas 1
I[.1.  Research Background ............cccooouieiiiiiniiiiiieeceee e 1
[.2.  Problem Statement ..........cccoevievieiiiniiiiiiieceeeeese e 17
[.3.  Research Purpose and UsSage ..........cccceeiiieiiiiiiiiiiiiiieeieeeeee e 19
[.3.1. Research PUIPOSE ....cccuviiiiiieeiiieciie et 19
[.3.2. Research USage .......c.cociiviieiiieiiiiiieeieeee ettt 20

L4, WIItNG SYSIEM ...oeiiiiiiiiiie ettt et esree s beeesaaeeenaee s 20
[.4.1. Chapter I — IntroducCtion ...........ccceevvieviiierieiiieie et 21
[.4.2. Chapter II — Literature ReVIEW ........cccceevieriieiiieeiieieeieeee e 21
1.4.3. Chapter III — Research Methodology ..........ccceeciveriiieeiiiieeieeeiee e 21
[.4.4. Chapter IV — Research Results and Discussion ...........cccccveeviveenveeennnenn. 21
[.4.5. Chapter V — Research Results and DiScussion ............ccceevveeciienureennenne. 22
CHAPTER TL....oiiieieee ettt ettt sttt e esaeenseeneeeneens 23
ILT.  FINancial CriSis ...cooieiiiiiiiiiieiieiieeieeeteste ettt s 23
IL1.1. BanKing CriSiS......ccccuierieriieriienieeiieeieesieeeteesieesreeteesseenseesseesseesnseenens 26

IL.2.  SysStemic RISK.....cecoiiiiiiiiieiie et 34
I1.2.1. Systemic Risk in Banking .........c.cccceeviieriiniiiiiieiiiecieeeecee e 35
I1.2.2. Contagion Effects........cceviiiiiiiniieiieeieeceeee et 40

I1.3.  Research Framework...........ccccoooiiiiiiiiiiiie e 44
CHAPTER TIL ..ottt ettt ettt sneen 48
II.1.  Research Variables..........cocooiiiiiiiiiiiiiiiiieieeieseeee s 48
II.1.1.  Non-performing Loan ...........ccceeviieeiiieeiiie e 48
IIL1.2.  Return 0N ASSEL.....ccceeriiiiiiiniiiiiieniie ettt 49
III.1.3.  Capital Adequacy Ratio ........ccceoieriieriiiiiieiieeieee e 50
II1.2.  Operational MEASUIES .........cc.eeeivieeiiieeiiieeiieeeciteeeieeesreeesreeesereeesreeesnneeas 51

X



I1.3.  Sample and Population...........ccceeieriiiiniiniiniiienieeeeee e 52

II1.4. Type and Source of Data..........ccccveeviieiiiieeiiieee e 54
III.5.  Data Collection Method .........ccccueeiiiiiiiiiiniiieee e 55
II1.6. Data Analysis Method..........ccoooiiriiiiiiiiiieieceeeeee e 55
II1.6.1.  Vector AULOTEEIESSION ....c.veeevieeeiieeeiiieeireeeiieeeireeereeesaeeessneeessreeenns 56
CHAPTER TV ettt ettt et 60
IV.1. Research Object DeSCription.........cceeeueeriieniieeiiienieeiienieeieesee et 60
IV.1.1. Research Object Descriptive StatiStiCS........cccvuverrureeririeeriieesiieeereeenns 61
IV.2. Data ANALYSIS ..ceeeiiieiiiieeiieeeiie ettt ettt e et e e e e eeenaneeenns 64
IV.2.1.  Granger Causality ANalysis .......ccceceerieriieniieiiieie e 66
IV.2.2. Impulse Response Function Analysis .........cccceeeeviieenciieenciieeeiieeeieeens 72
IV.2.3.  Variance DecompPOSItION.........ccueeecueieriiieeriieenieeeeieeesieeesiieeesveeeeneens 89
TV 3. DISCUSSIONS. ..coutiiiiiiieieeiieriteste ettt ettt ettt ettt st sb et sae e eaees 95
IV.3.1. Granger Causality Test DiSCUSSION .......ccccueeevuvreriuieeriieeeiieeeieeeeveeenns 95
IV.3.2.  Impulse Response Function DisCuSSIion..........ccceevveeveereercieennreeneenne. 96
IV.3.3.  Variance Decomposition DiSCUSSION .........cceeriieriireieeniieeiieniieeieenes 97
CHAPTER Voot tt ettt et ettt et e saeenseenaeeneens 99
VL. CONCIUSION ..einiiiiiiiiiiiiieiteee ettt s 99
V.2, Research LIMitation ........coceevuivieneriiinieiieienienieeeseeeeee e 100
V.3, SUZEESTION ..cecuiiieeiieeeiiee ettt et e e st e e s tee e eteeessbaeesveeessseeessseeensseeeans 101
V.3.1. Suggestion for Further Research...........c.ccccoeoiiiniiiiniiiiniieecee e 101
V.3.2. Suggestion for COrporation ...........cceeeeeerueerieerieenieeiieenieeieeseeeveenieeens 102
REFERENCES. ... .ottt sttt enne et e e sneenes 103
APPENDIX ...ttt sttt sttt st nae e 113





