TABLE OF CONTENTS

COVER ...t ... e et se e e s nnn s I
THESIS APPROVAL ...tttk et I
THESIS COMPLETION APPROVAL ....ooiiiieiie i i
STATEMENT OF ORIGINALITY oot 1\
ABSTRASY ... 4% oF .. S, ... 8 ........cc..ce.. v
ABSTEAK S ... (v . . ... %o . Vi
ACENOWRERGENERNIS" Sy 7 5. S h.. Y, W ... vii
TABLECERSON TSR S ... L 81 B SN, . ... IX
AD | FuimiS T .. N S . L N SR . N B Xii
REGURE LIST S e IR ... e ... ... Xiil
ARPENDIX LISHue. . ... .of S Y ... S ... ... Xiv
CHAPTER |. INTRODUCTION ..ottt 1
1.1 Research BaCKgroUNG..........ccoueeiiuerieieiiesie sttt 1
18 Research Protflem,.. 4. &. AeWerd A 4 g B 10
1.3 Research Objectives and Research Benefits .............cccooevveveiiiiieeincieennn, 11
1.4 WIITING SYSTEM ..ottt sttt sre e bbbt 13
CHAPTER II. LITERATURE REVIEW. .......ooiiiiiiiie e 15
2.1 Literd@ire RAWPVIE... AN FB Bl A0 BRR WD..... A ... 15
211 FOrCTOMBRRIC . ...........cccoooveeenerneeee e GO s 15
2.1.2BaSEI ..ot 15

2.1.3 Capital Adequacy Ratio (CAR) ...cceiiviieieeeree e see e see e 16

2.1.4 Net Stable Funding Ratio (NSFR) ........cccooeiiiiiiecie e 17

2.1.5 Liquidity Coverage Ratio (LCR) ......cccceiiiiiiiiiieiccc e 17

2.1.6 Reserve Requirement Ratio (RRR) ........ccccevviiiiiiiiieiiic e 18

2.1.7 Loan to Deposit Ratio (LDR)........ccovveiiiiiiiieiie e 19

N 10 Y SRR 20
2.2.1 Theory of Bank Capital..........ccccccueiiiiiiiiiiiiiic e 20



2.2.2 LIQUIDILY RISK ...viiiieiiecie et 20

2.2.3 Liquidity Creation ........ccoveiviiiiiieieese e 22
2.2. 4 Financial Fragility ..........coieeieiieniie e 22
2.3 Previous RESEAICH cuviviiiiiiiieiicicce ettt 23
2.4 Variable Relationship and Hypotheses Development.............cccccccevviinnnne. 32
2.4.1 Variable RelationShip.......ccoviiiieiiiie i 32
2.4.1.1 Effect of NSFR 0N CAR......cooiiiiiiiiiriii i 32

2.4. 182 Fffect of ECRIONCAR M. TN ... 8% ... W ... 33
2.4.1.3 Effect 0f RRR ON CAR......c.ooti it iteitien bt 33
2.4.1.4 Effect of LDR 0N CAR........coooiieiiine st siiine e saene e 34

2.4.2 Hypotheses DevElOPMENT ..........ccciviieiieeieiieccie st sree e, 35
2.5 Theoretical FrameWOrK ............ooueiiiiieiiisee st e esiessae e saesnee e esesanne e 35
CHAPTER 11l. RESEARCH METHODLOGY ...cccosiiiiiriaiienieieesienieesesneseenans 36
3.1 Research Variables and Operational Definition of the Variables................ 36
3.1.1 Research Variables............c.couii i 36
3.1.1.1 Dependent Variable ...............cooevieiiiiieiiee e 36
3.1.1.2 Independent Variable ..........c...coeiiueiiiniie i 36

3.1.2 Operational Definition of the Variables..............cc.cccooiiiiiiiciiennnn 36
3.2 Population and SAmPIe ......c.eoieeii e 38
3.2. L POPUIALION .. b 38
3223pleg . E T AR BE AR R R D ... 0 ... 39
3.3 Type and SOUICE OF Data..........ccoviiieiiiieie sttt 41
3.4 Data Collection Method ..........ccocvviieiierieieceeee e 41
3.5 AR i RIetOOME ... I ... . B B . W B A 42
3.5.1 ClassiC ASSUMPLION TEST.....c.eciiieieierierie et 42
3.5. 1.1 NOrMAILY TESE..c.eivieiiiiiieiieieeie e 42
3.5.1.2 MUlticOllINEArity TEST......cccueieiiieierierie e 44
3.5.1.3 AUtOCOITElatioN TESt.......ccveieiieriieie e 45
3.5.1.4 HeteroSCedastiCIty TeSt........ccurerererierie e 46

3.5.2 Multiple Linear REQreSSION ........ccveiiiieiiie i eiie e see e 46



3.5.3 HYPOthESES TESLING ....ecvveiveeiiciesieee e 47

3.5.3.1 T StatistiCal TEST.....ccviiiiiiiieieiee e 48

3.5.3.2 F SHatiStICAl TS .....oiiiueiiiriiirieieieiee e 48

3.5.3.3 Coefficient of Determination Test (R?) ........ccccovvvrvvvevivereernrnen. 49
CHAPTER IV. FINDINGS AND DISCUSSION ......cccoiuriiiiiininiieeeseseenen, 50
4.1 Description of Research ODJECtS..........cccveviireiiiieece e 50
4.2 DeSCrIPtiVe ANAIYSIS .........coiiiieeitiiieeie e eiae e se e sre s sre e e e 50
4.3 ClassiC ASSUMPLION TESL........cceiiieeieeitesieeiteeie e asste s sae e sressaesree e eeesneas 52
B73.1 NgITRETIty TS . AT . ... .. ¥.... ... 53
4.3 SfduTicollihesitity iest... J 4. .4 0. £ B 55

4 @BtocQRETaIEN Taun... .1 .0.).... A0 W', .. 9. WN... 57

4 34 HeteposcedastiCity Test ..o 0. il i LB 58

4.4 Multiple Linear Regression ANalysis .........cceriiiiiiieneniiecesieeee 60

B .5 HypothesCEauESlih, "N, (YW .. 7 ... N....... 62
4.5.1 T Statistical Test (Partial) ...........ccooveeiiieiiiiiicie e 62
4.5.2 F Statistical Test (SIimultaneous) .........ccccecveieeiiiiciiiic e 64
4.5.3 Coefficient of Determination Test (R?).......cccvvvvvvveveereeeeereeeeeeeeens 65
4.@@Discussion...... VL N TR N AV A AN .................... &............ 66
4.6.1 Effect Of NSFR ON CAR ....ovoiiece e 66
4.6.2 Effect of LCR 0N CAR.....oi ittt 67
4.6.3@fect fRREOHCEARA. 0% - A - Ai%=..... N ............... 68
4.6.4 Efastof | DRON CAR W WN. 2T . el ... 69
CHAPTER V. CLOSING ..ottt 71
51Cunhs . ... .. N R . N - 71
5.1 REearchiilimitagiin B ... W0 0 . BN o B BN ... 72
5.1 SUGGESTION ...ttt bbb 72
REFERENGES. ... oottt e e e enae e 75
APPENDIX L. 78

Xi



