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Business studies
Management studies
Accoun�ng studies
Economics studies
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Editorial Informa�on

 Open Submissions  Indexed  Peer Reviewed

Ar�cles

 Open Submissions  Indexed  Peer Reviewed

 

Peer Review Process
Interna�onal Journal of Applica�on on Economics and Business (IJAEB) is an interna�onal journal published by
Graduate Program of Universitas Tarumanagara. Ar�cles submi�ed in this journal will be peer-reviewed before
it can be published. Final decision of ar�cles acceptance will be made by Chief Editors through a forum with
editor board according to Reviewers comments. Type(s) of peer review this journal are,

Editorial review
Peer review
Anonymous peer review
Double anonymous peer review

 

Publica�on Frequency
Interna�onal Journal of Applica�on on Economics and Business (IJAEB) published four (4) �mes a year. 

 

Open Access Policy
This journal provides immediate open access to its content on the principle that making research freely
available to the public supports a greater global exchange of knowledge.

This work is licensed under a Crea�ve Commons A�ribu�on-NonCommercial-ShareAlike 4.0 Interna�onal
License (h�p://crea�vecommons.org/licenses/by-nc-sa/4.0/).

IJAEB by Graduate Program of Universitas Tarumanagara is licensed under a Crea�ve Commons A�ribu�on-
NonCommercial-ShareAlike 4.0 Interna�onal License (h�p://crea�vecommons.org/licenses/by-nc-sa/4.0/)..
Permissions beyond the scope of this license may be available at h�ps://journal.untar.ac.id/index.php/ijaeb
(h�ps://journal.untar.ac.id/index.php/ijaeb/index)

 

http://creativecommons.org/licenses/by-nc-sa/4.0/
http://creativecommons.org/licenses/by-nc-sa/4.0/
https://journal.untar.ac.id/index.php/ijaeb/index


8/12/23, 11:56 PM About the Journal | International Journal of Application on Economics and Business

https://journal.untar.ac.id/index.php/ijaeb/about 3/9

Publica�ons Ethics
Publica�on Ethics and Malprac�ce Statement

Interna�onal Journal of Applica�on on Economics and Business (IJAEB) is a journal aims to be a leading peer-
reviewed pla�orm and an authorita�ve source of informa�on. We publish original research papers, review
ar�cles and case studies focused on economy and entrepreneurship as well as related topics that has neither
been published elsewhere in any language, nor is it under review for publica�on anywhere. This following
statement clarifies ethical behavior of all par�es involved in the act of publishing an ar�cle in this journal,
including the author, the editor, the reviewer, and the publisher (Graduate Program of Universitas
Tarumanagara). This statement is based on COPE’s Best Prac�ce Guidelines for Journal Editors.

 

Du�es of Authors

1. Repor�ng Standards: Authors should present an accurate account of the original research performed as
well as an objec�ve discussion of its significance. Researchers should present their results honestly and
without fabrica�on, falsifica�on or inappropriate data manipula�on. A manuscript should contain
sufficient detail and references to permit others to replicate the work. Fraudulent or knowingly
inaccurate statements cons�tute unethical behavior and are unacceptable. Manuscripts should follow
the submission guidelines of the journal.

2. Originality and Plagiarism: Authors must ensure that they have wri�en en�rely original work. The
manuscript should not be submi�ed concurrently to more than one publica�on unless the editors have
agreed to co-publica�on. Relevant previous work and publica�ons, both by other researchers and the
authors’ own, should be properly acknowledged and referenced. The primary literature should be cited
where possible. Original wording taken directly from publica�ons by other researchers should appear in
quota�on marks with the appropriate cita�ons.

3. Mul�ple, Redundant, or Concurrent Publica�ons: Author should not in general submit the same
manuscript to more than one journal concurrently. It is also expected that the author will not publish
redundant manuscripts or manuscripts describing same research in more than one journal. Submi�ng
the same manuscript to more than one journal concurrently cons�tutes unethical publishing behavior
and is unacceptable. Mul�ple publica�ons arising from a single research project should be clearly
iden�fied as such and the primary publica�on should be referenced

4. Acknowledgement of Sources: Authors should acknowledge all sources of data used in the research and
cite publica�ons that have been influen�al in determining the nature of the reported work. Proper
acknowledgment of the work of others must always be given.

5. Authorship of the Paper: The authorship of research publica�ons should accurately reflect individuals’
contribu�ons to the work and its repor�ng. Authorship should be limited to those who have made a
significant contribu�on to concep�on, design, execu�on or interpreta�on of the reported study. Others
who have made significant contribu�on must be listed as co-authors. In cases where major contributors
are listed as authors while those who made less substan�al, or purely technical, contribu�ons to the
research or to the publica�on are listed in an acknowledgement sec�on. Authors also ensure that all the
authors have seen and agreed to the submi�ed version of the manuscript and their inclusion of names as
co-authors.

6. Disclosure and Conflicts of Interest: All authors should clearly disclose in their manuscript any financial or
other substan�ve conflict of interest that might be construed to influence the results or interpreta�on of
their manuscript. All sources of financial support for the project should be disclosed.

7. Fundamental Errors in Published Works: If the author discovers a significant error or inaccuracy in the
submi�ed manuscript, then the author should promptly no�fy the journal editor or publisher and
cooperate with the editor to retract or correct the paper.
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8. Hazards and Human or Animal Subjects: The author should clearly iden�fy in the manuscript if the work
involves chemicals, procedures or equipment that have any unusual hazards inherent in their use.

 

Du�es of Editor

1. Publica�on Decisions: Based on the review report of the editorial board, the editor can accept, reject, or
request modifica�ons to the manuscript. The valida�on of the work in ques�on and its importance to
researchers and readers must always drive such decisions. The editors may be guided by the policies of
the journal's editorial board and constrained by such legal requirements as shall then be in force
regarding libel, copyright infringement and plagiarism. The editors may confer with other editors or
reviewers in making this decision. Editors have to take responsibility for everything they publish and
should have procedures and policies in place to ensure the quality of the material they publish and
maintain the integrity of the published record.

2. Review of Manuscripts: Editor must ensure that each manuscript is ini�ally evaluated by the editor for
originality. The editor should organize and use peer review fairly and wisely. Editors should explain their
peer review processes in the informa�on for authors and also indicate which parts of the journal are
peer reviewed. Editor should use appropriate peer reviewers for papers that are considered for
publica�on by selec�ng people with sufficient exper�se and avoiding those with conflicts of interest.

3. Fair Play: The editor must ensure that each manuscript received by the journal is reviewed for its
intellectual content without regard to sex, gender, race, religion, ci�zenship, etc. of the authors. An
important part of the responsibility to make fair and unbiased decisions is the upholding of the principle
of editorial independence and integrity. Editors are in a powerful posi�on by making decisions on
publica�ons, which makes it very important that this process is as fair and unbiased as possible.

4. Confiden�ality: The editor must ensure that informa�on regarding manuscripts submi�ed by the authors
is kept confiden�al. Editors should cri�cally assess any poten�al breaches of data protec�on and pa�ent
confiden�ality. This includes requiring properly informed consent for the actual research presented,
consent for publica�on where applicable.

5. Disclosure and Conflicts of Interest: The editor of the Journal will not use unpublished materials disclosed
in a submi�ed manuscript for his own research without wri�en consent of the author. Editors should not
be involved in decisions about papers in which they have a conflict of interest

 

Du�es of Reviewers

1. Confiden�ality: Informa�on regarding manuscripts submi�ed by authors should be kept confiden�al and
be treated as privileged informa�on. They must not be shown to or discussed with others except as
authorized by the editor.

2. Acknowledgement of Sources: Reviewers must ensure that authors have acknowledged all sources of
data used in the research. Reviewers should iden�fy relevant published work that has not been cited by
the authors. Any statement that an observa�on, deriva�on, or argument had been previously reported
should be accompanied by the relevant cita�on. The reviewers should no�fy the journal immediately if
they come across any irregulari�es, have concerns about ethical aspects of the work, are aware of
substan�al similarity between the manuscript and a concurrent submission to another journal or a
published ar�cle, or suspect that misconduct may have occurred during either the research or the
wri�ng and submission of the manuscript; reviewers should, however, keep their concerns confiden�al
and not personally inves�gate further unless the journal asks for further informa�on or advice.

3. Standards of Objec�vity: Review of submi�ed manuscripts must be done objec�vely and the reviewers
should express their views clearly with suppor�ng arguments. The reviewers should follow journals’
instruc�ons on the specific feedback that is required of them and, unless there are good reasons not to.
The reviewers should be construc�ve in their reviews and provide feedback that will help the authors to
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improve their manuscript. The reviewer should make clear which suggested addi�onal inves�ga�ons are
essen�al to support claims made in the manuscript under considera�on and which will just strengthen or
extend the work

4. Disclosure and Conflict of Interest: Privileged informa�on or ideas obtained through peer review must be
kept confiden�al and not used for personal advantage.  Reviewers should not consider manuscripts in
which they have conflicts of interest resul�ng from compe��ve, collabora�ve, or other rela�onships or
connec�ons with any of the authors, companies, or ins�tu�ons connected to the papers. In the case of
double-blind review, if they suspect the iden�ty of the author(s) no�fy the journal if this knowledge
raises any poten�al conflict of interest.

5. Promptness: The reviewers should respond in a reasonable �me-frame. The reviewers only agree to
review a manuscript if they are fairly confident they can return a review within the proposed or mutually
agreed �me-frame, informing the journal promptly if they require an extension. In the event that a
reviewer feels it is not possible for him/her to complete review of manuscript within s�pulated �me then
this informa�on must be communicated to the editor, so that the manuscript could be sent to another
reviewer.

 

Ar�cle Processing Charges
Every ar�cle submi�ed to Interna�onal Journal of Applica�on on Economics and Business (IJAEB) will not have
any ar�cle processing charges.

Ar�cle Submission: 0.00 (IDR)
Fast-Track Review: 0.00 (IDR)
Ar�cle Publica�on: 0.00 (IDR)

 

Copy Edi�ng And Proofreading
Every ar�cle accepted by Interna�onal Journal of Applica�on on Economics and Business (IJAEB) shall be an
object to Grammarly® wri�ng-enhancement program conducted by Interna�onal Journal of Applica�on on
Economics and Business (IJAEB) Editorial Board.

 

References Management
use APA style, download here

 (h�ps://csl.mendeley.com/styleInfo/?

styleId=h�p%3A%2F%2Fwww.zotero.org%2Fstyles%2Fapa)

 

Copyright Transfer Agreement
Authors transfer copyright or assign exclusive rights to the publisher (including commercial rights).

Download CTA (h�ps://drive.google.com/file/d/1r7QawxKxxHSdLbgKeaSZN9Mwho_lSATh/view?usp=sharing)

https://csl.mendeley.com/styleInfo/?styleId=http%3A%2F%2Fwww.zotero.org%2Fstyles%2Fapa
https://drive.google.com/file/d/1r7QawxKxxHSdLbgKeaSZN9Mwho_lSATh/view?usp=sharing
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Plagiarism Check
Plagiarism screening will be conducted by IJAEB Editorial Board using Turni�n. The maximum similarity
percentage is 20%, in which for each source the maximum similarity percentage is 4%. When the similarity
percentage is above the threshold, IJAEB has the right to reject the paper.

 (h�ps://www.turni�n.com/?svr=309&session-

id=&lang=en_us&r=51.7747989001077)

 

Copyright No�ce
This work is licensed under a Interna�onal Journal of Applica�on on Economics and Business (IJAEB) Crea�ve
Commons A�ribu�on-ShareAlike 4.0 Interna�onal License. (h�ps://crea�vecommons.org/licenses/by-sa/4.0/)

 

Privacy Statement
The names and email addresses entered in this journal site will be used exclusively for the stated purposes of
this journal and will not be made available for any other purpose or to any other party.
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ABSTRACT 

This study aims to determine the effect of Capital Adequacy Ratio (CAR), Credit Risk, Return on Assets (ROA), 

Loan-to-Deposit Ratio (LDR), Institutional Ownership and Managerial Ownership on Financial Distress in the 

conventional commercial banking sector listed on the Indonesia Stock Exchange (IDX) during the 2018-2020. 

This study used 15 conventional commercial banks as samples, which were then analyzed with multiple linear 

regression analysis techniques and panel data models. The results of this study show that CAR, ROA, and LDR 

have a positive and significant effect on Financial Distress; Credit Risk and Institutional Ownership have a 

negative and insignificant effect on Financial Distress; and Managerial Ownership has a positive and 

insignificant effect on Financial Distress. Other results, namely CAR, Credit Risk, ROA, LDR, Institutional 

Ownership, and Managerial Ownership simultaneously have a significant influence on Financial Distress. 

 

Keywords: Capital Adequacy Ratio, Credit Risk, Return on Assets, Loan-to-Deposit Ratio, Institutional 

Ownership, Managerial Ownership, Financial Distress 

 

 

1. INTRODUCTION 

 

Every company, both in the non-financial sector such as manufacturing, tourism, and others 

as well as the financial sector such as banking, of course has the main goal of maintaining 

business continuity [1]. By maintaining the sustainability of a company, it not only benefits 

the company, but also has a good impact on the country's economy. As stated in the [2], the 

banking sector is expected to play a maximum role in improving and strengthening the 

national economy. Thus, the sustainability of the banking sector is considered to have an 

important role in the economic growth of a country, which previously attached to [3]. To 

maintain the sustainability of banking, this can be done by avoiding the risk of bankruptcy, 

and predicting financial distress conditions or Financial Distress so that internal and external 

parties can find out how the financial condition and performance of the banking sector are, 

and ways to overcome them can be made if needed [4]. Furthermore, there are several factors, 

both internally and externally, that can cause Financial Distress conditions, such as (1) low 

liquidity levels; (2) there is bad credit; (3) lack of company revenue; and (4) poor 

management performance within the company [3, 5, 6]. Not only that, with conditions such 

as the outbreak of coronavirus disease (COVID-19) and a decline in financial aspects such as 

ROA can also cause Financial Distress. 

 

Related Work 

 

In prior studies, [3] and [7] stated that CAR has a negative and significant impact on 

Financial Distress. Meanwhile, [5] stated that CAR has a positive and significant impact on 

Financial Distress. Furthermore, for Credit Risk, [3] and [6] stated that Credit Risk has a 

positive and significant impact on Financial Distress. Meanwhile, [8] stated that Credit Risk 

has a negative and significant impact on Financial Distress. ROA stated by [3] and [7], there 

is a negative and significant impact on Financial Distress. However, [5] stated that ROA has 
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a positive and significant impact on Financial Distress. For LDR, [3] and [9] stated that there 

was a positive and significant impact on Financial Distress. However, different results were 

stated by [8], namely LDR has a negative and significant impact on Financial Distress. Apart 

from using financial aspects, this research also adds another aspect, namely share ownership. 

For Institutional Ownership, [4] stated that there was a positive and significant impact on 

Financial Distress. However, [9] and [10] stated that Institutional Ownership has a negative 

and significant effect on Financial Distress. Furthermore, for Managerial Ownership, [4] 

stated that Managerial Ownership has a positive and significant influence on Financial 

Distress. However, [10] stated that Institutional Ownership has a negative and significant 

influence on Financial Distress. 

 

Our Contribution 
 

There are several additions compared to the research conducted by [3] earlier. Where in this 

study using the conventional commercial banking sector on the Indonesia Stock Exchange 

(IDX) during the 2018-2020 period, and using the same variables as the prior study such as 

Capital Adequacy Ratio, Credit Risk, Return on Assets and Loan-to-Deposit Ratio, with 

some additional variables as the Ownership Structure, namely Institutional Ownership and 

Managerial Ownership. 

 

Paper Structure 

 

Moreover, this paper is designed as follows: Section 2 contains the grand theories, variables, 

and hypotheses used in this study. Section 3 describes sampling and surveying methods. 

Section 4 describes the results and considerations achieved. Lastly, Section 5 describes future 

conclusions and suggestions. 

 

2. BACKGROUND 

 

Signaling Theory 

 

Signaling theory is based on the existence of information asymmetry that is known to internal 

parties with external parties of the company, where the understanding of internal parties is 

considered better. This can lead to instability in the capital structure. With the understanding 

and ability of internal parties such as managers, they can provide an assessment of the 

company's prospects, which will then be sent a sign or signal to external parties such as stock 

offerings and voluntary disclosure of financial statement information [11]. Not only that, [12] 

stated that the voluntary financial reporting initiative can indicate the company has a credible 

performance and overcomes the uncertainty of external parties such as the public, 

government, other companies and investors on company information. 

 

Agency Theory 

 

Agency theory is based on the agency relationship and the importance of ownership structure 

in a company. Furthermore, agency theory is stated as there are differences in goals and 

interests between management and parties not involved in management decisions [12, 13]. 

The difference in interest in question is that the management aims to maximize their welfare, 

while the owner aims to maximize the value of the company. As a result of these differences 

in objectives, there are conflicts and agency costs, which need to be minimized by disclosing 

financial statement information and monitoring the company's performance. 



International Journal of Application on Economics and Business (IJAEB) 

Volume 1, Issue 2, 2023. ISSN: 2987-1972  

https://doi.org/10.24912/ijaeb.v1.i2.521-531  523 

Financial Distress 

 

Financial distress is stated as the company's inability to meet its financial obligations to 

creditors, stated by [3]. In addition, [11] state that financial distress is related to the lack of a 

company's cash flow rate. Thus, financial distress can be concluded as a condition that can 

give a signal that the company is experiencing a financial deficit and is likely to experience 

financial difficulties, even bankruptcy. In other words, this condition can also give a signal to 

investors about the condition of the company. 

 

Capital Adequacy Ratio 

 

[8] defines the Capital Adequacy Ratio (CAR) as a ratio to determine the capital adequacy of 

the bank in bearing the risk of the credit provided. In banking, capital adequacy is an 

important aspect that must be considered. This is because a lack of capital or poor quality of 

capital can hinder the defense of a bank [1]. Furthermore, the minimum CAR that banks must 

have is 8% [5]. Where the higher the CAR level, it indicates the bank has more credit to offer 

which can increase the bank's profits, so that the bank's ability to bear risks is getting better, 

and can reduce the possibility of financial distress. Under these conditions, CAR is 

considered to have a relationship with signaling theory, because increasing CAR can give a 

positive signal to investors [6]. 

H1: CAR has a negative and significant effect on Financial Distress. 

 

Credit Risk 

 

[14] defines credit risk as the risk resulting from a borrower's failure to fulfil its obligations to 

the bank. In other words, credit risk has the ability to manage financing that has risk. Thus, 

credit risk is considered as one of the important aspects in banking sustainability [3]. Where 

the higher the level of credit risk, it can increase the cost to cover the risk of loss, and can 

reduce the level of profit of a bank, and can increase the possibility of financial distress ( [3]). 

Under these conditions, credit risk is considered to have a relationship with signaling theory, 

where increasing credit risk can give a bad signal to investors [8]. 

H2: Credit Risk has a positive and significant impact on Financial Distress. 

 

Return on Assets 

 

[5] define Return on Assets (ROA) as a ratio used to determine the performance of company 

management, especially regarding profitability, where a good level of profitability indicates a 

bank is able to bear the risks that may occur [3]. Furthermore, based on [15], the minimum 

ROA that banks must have is 1.5%. Where the higher ROA level indicates an increasing level 

of profit and asset processing is considered more efficient, so that it can strengthen bank 

capital and bear the risk of loss, as well as reduce the possibility of financial distress. Under 

these conditions, ROA is considered to have a relationship with signaling theory, where 

increasing ROA can provide a good signal to investors [5]. 

H3: ROA has a negative and significant impact on Financial Distress. 

 

Loan-to-Deposit Ratio 

 

[16] defines the Loan-to-Deposit Ratio (LDR) as a ratio to measure the company's liquidity 

level, by measuring the bank's ability to channel funds to related third parties. Furthermore, 

the minimum LDR that banks must have is 78-92% [8]. Where the higher the LDR level 
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indicates the decreasing ability of bank liquidity, and can increase the possibility of financial 

distress [3]. Under these conditions, the LDR is considered to have a relationship with 

signaling theory, where the higher the LDR level can give a bad signal to investors. 

H4: LDR has a positive and significant impact on Financial Distress. 

 

Institutional Ownership 

 

[17] defines Institutional Ownership as the capacity of shares owned by non-bank institutions 

or entities, both domestic and foreign, which have the function to control management 

activities and the effectiveness of asset use [4]. Where the higher the level of Institutional 

Ownership indicates the tighter supervision carried out by investors on the company's 

performance, so as to increase profits, and reduce the possibility of financial distress. Under 

these conditions, Institutional Ownership is considered to have a relationship with agency 

theory, where the higher the level of Institutional Ownership, it can increase supervision over 

management performance, and reduce agency conflicts and costs, as well as prevent 

management from doing work and making decisions only for their own interests [10, 18]. 

H5: Institutional Ownership has a negative and significant impact on Financial Distress. 

 

Managerial Ownership 

 

[4] define Managerial Ownership as the amount of shareholder capacity by the management, 

including the board of directors, whose functions such as providing added value to the 

company because managers directly bear the risk and decisions will be based on the interests 

of the company ( [17]). Where the higher the level of Managerial Ownership, it can increase 

the responsibility of the management in making decisions, and improve the company's 

performance, as well as reduce the possibility of financial distress. Under these conditions, 

Managerial Ownership is considered to have a relationship with agency theory, where the 

higher level of Managerial Ownership can make managers feel the risks and responsibilities 

of shareholders, so that the interests of both parties are aligned, and can reduce conflicts and 

agency costs, due to the existence of increased supervision of management performance [10, 

18]. 

H6: Managerial Ownership has a negative and significant impact on Financial Distress. 

 

3. METHODS 

 

The sample of this study is 15 conventional commercial banks listed on the Indonesia Stock 

Exchange (IDX) during the 2018-2020 period. This study uses a purposive sampling 

technique, using secondary data in the form of financial and annual reports contained in the 

BEI and on the website of each bank, to determine the effect of Capital Adequacy Ratio, 

Credit Risk, Return on Assets, Loan-to-Deposit Ratio, Institutional Ownership, and 

Managerial Ownership of Financial Distress, which was then analyzed using the EViews 12 

Student Version program. 

 

Variables’ Operationalization 

 

Financial Distress 

 

[3] states that the Modified Altman Z-Score is more suitable for predicting the financial 

health condition of companies in the manufacturing and non-manufacturing industries, 

including banking, namely: 
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Z" = 6.56 (X1) + 3.26 (X2) + 6.72 (X3) + 1.05 (X4) 

 

Description: 

X1 : Net Working Capital / Total Asset 

X2 : Retained Earnings / Total Asset 

X3 : EBIT / Total Asset 

X4 : Equity Market Value / Book Value of Debt 

 

[19] states that the results of the Z-Score model are assessed based on the following criteria: 

(1) Z > 2.99, indicating a “Safe” Zone; (2) 1.81 > Z < 2.99, indicating “Grey” Zone; and (3) 

Z < 1.81, indicating the “Distress” Zone. 

 

Capital Adequacy Ratio 

 

CAR =  

 

Description: 

CAR : Capital Adequacy Ratio 

 

Credit Risk 

 

RAROC =  

 

Description: 

RAROC : Credit Risk 

 

Return on Assets 

 

ROA =  

Description: 

ROA : Return on Assets 

 

Loan-to-Deposit Ratio 

 

LDR =  

 

Description: 

LDR : Loan-to-Deposit Ratio 

 

 

Institutional Ownership 

 

INS =  

 

Description: 

INS : Institutional Ownership 



International Journal of Application on Economics and Business (IJAEB) 

Volume 1, Issue 2, 2023. ISSN: 2987-1972 

https://doi.org/10.24912/ijaeb.v1.i2.521-531  526 

 

Managerial Ownership 

 

MNG =  

 

Description: 

MNG : Managerial Ownership 

 

Data Analysis Methods 

 

This study uses data analysis techniques such as descriptive statistical and multiple linear 

regression analysis [20], and uses a panel data model. [21] stated the advantages of using 

panel data, among others: (1) it can take into account individual heterogeneity explicitly; (2) 

can be used to test and build more complex behavioral models; (3) can be used in research 

with dynamic conditions; (4) can provide more informative, varied data, reduce collinearity 

between variables, increase degrees of freedom, and the results obtained are more efficient; 

(5) can be used to study complex behavioral models; and (6) can minimize bias due to the 

aggregation of individual data. For these advantages, it is stated that there is no need to test 

the classical assumptions. 

 

Descriptive Statistical Analysis 

 

According to [22], descriptive statistics are statistical techniques used to describe data that 

has been collected or in samples. Descriptive statistical techniques include data presentation, 

both with tables, graphs, and diagrams, as well as data calculations, which include mode, 

median, mean, decile, percentile, standard deviation, and percentage calculation. 

 

Multiple Linear Regression Analysis 

 

According to [20], multiple linear regression analysis is a statistical technique that is carried 

out to create models, find out and investigate the direction and influence between two or 

more independent variables (X) on the dependent variable (Y). Multiple linear regression 

analysis models used in this study is: 

 

Y = a + b1 X1 + b2 X2 + …+ bn Xn + e 

 

4. FINDINGS AND DISCUSSIONS 

 

Descriptive Statistical Analysis Results 

 

Based on Table 1, it is known that the average Financial Distress (FD) is 2.042219, which 

indicates the average financial condition of banks is between 1.81 > Z < 2.99, which means 

they are in the “Grey” Zone; Capital Adequacy Ratio (CAR) of 0.220356, which indicates an 

average bank capital adequacy of > 8%, which is 22.04% so that it is considered to meet the 

minimum required requirements; Credit Risk (RAROC) of 0.019658, which indicates that the 

average ability of banks to manage credit risk is relatively low at 1.97%; Return on Assets 

(ROA) is 0.013372, which indicates that the bank's average profitability is < 1.5%, which is 

1.34% so it does not meet the required minimum ROA; Loan-to-Deposit Ratio (LDR) of 

0.909609, which indicates the average ability of banks to disburse loans with funds to third 
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parties is between 78-92%, which is 90.96% so that it is still within the required LDR safe 

limit; Institutional Ownership (INS) of 0.614653, which indicates the average institutional 

ownership of banks is considered relatively high with a percentage of 61.47%; and 

Managerial Ownership (MNG) has a mean value of 0.003532, which indicates that the 

average bank managerial ownership is considered relatively low with a percentage of 0.35%. 

 

Table 1. Descriptive Statistical Analysis Results 

 
 FD CAR RAROC ROA LDR INS MNG 

Mean 2.042219 0.220356 0.019658 0.013372 0.909609 0.614653 0.003532 

Median 2.082137 0.212090 0.018570 0.013531 0.885972 0.627095 0.000173 

Maximum 3.623223 0.472930 0.040799 0.031343 1.622960 0.971062 0.048663 

Minimum 0.622412 0.154547 0.000205 0.000185 0.557106 0.060309 0.000016 

Std. Dev. 0.675172 0.059749 0.012754 0.008408 0.198862 0.306298 0.012159 

Skewness 0.415148 2.332066 0.194887 0.159810 1.557812 -0.353656 3.465798 

Kurtosis 2.669301 9.510838 1.935861 2.208942 6.737193 1.682429 13.03415 

        

Jarque-Bera 1.497662 120.2721 2.408092 1.364867 44.38823 4.193031 278.8711 

Probability 0.472919 0.000000 0.299978 0.505386 0.000000 0.122884 0.000000 

        

Sum 91.89986 9.916033 0.884608 0.601745 40.93241 27.65938 0.158956 

Sum Sq Dev 20.05771 0.157079 0.007158 0.003110 1.740034 4.128018 0.006505 

        

Observations 45 45 45 45 45 45 45 

 

Multiple Linear Regression Analysis Results 

 

According to the results of Multiple Linear Regression Analysis, the Multiple Linear 

Regression Analysis Model used in this study is: 

 

FDit = α + β1CARit + β2RAROCit + β3ROAit + β4LDRit + β5INSit + β6MNGit + εit 

 

Coefficient of Determination (R
2
) Results 

 

Table 2. Coefficient of Determination (R
2
) Results 

 

R-squared 0.566745 

Adjusted R-squared 0.498336 

 

Based on Table 2, the value of Adjusted R
2
 is 0.498336 or 49.83%, which tends to approach 

zero so that the independent variable is more limited in explaining the dependent variable, 

which is 49.83%, and the remaining 0.501664 or 50.16% can be explained by other 

independent factors or variables other than those used in this study. 

 

Simultaneous Significance Test (F-Test) Results 

 

Table 3. Simultaneous Significance Test (F-Test) Results 

 
F-statistics 8.284691 

Prob (F-statistics) 0.000009 
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Based on Table 3, the probability value of F is 0.000009, indicating the probability value of F 

< significance value of 0.05 (α = 5%). Thus, it can be concluded that the regression analysis 

model has met the 95% confidence level and the independent variables used simultaneously 

have a significant effect on the dependent variable used. 

 

Partial Regression Coefficient Test (t-Test) Results 

 

Table 4. Partial Regression Coefficient Test (t-Test) Results 

 

Variable Coefficient Std. Error t-Statistic Prob. 

C -0.723000 0.548289 -1.318648 0.1952 

CAR 5.592067 1.568699 3.564779 0.0010 

RAROC -36.23689 21.14088 -1.714067 0.0947 

ROA 72.39718 30.93672 2.340170 0.0246 

LDR 1.581273 0.440624 3.588715 0.0009 

INS -0.295505 0.219454 -1.346550 0.1861 

MNG 5.804977 8.250625 0.703580 0.4860 

 

Based on Table 4, it can be seen that the CAR is known to have a t-test significance value of 

0.0010, where the significance value of the t-test < 0.05 significance value (α = 5%), 

indicates a significant effect, and it is known that the regression coefficient value is 5.592067, 

indicating that there is a positive influence. Thus, it can be said that CAR has a positive and 

significant effect on Financial Distress, and H1 is rejected. This proves the statement of [5, 8, 

9], namely the higher of CAR level implies the higher the risk of financial distress in the 

bank. In addition, the higher the CAR level indicates the bank can give a positive signal to 

investors because the bank has sufficient capital, so that the risk of loss due to credit can be 

overcome and can minimize the possibility of financial distress. 

 

Second, Credit Risk (RAROC) is known to have a t-test significance value of 0.0947, where 

the significance value of the t-test > 0.05 significance value (α = 5%), indicates that there is 

no significant effect, and it is known that the regression coefficient value is -36,23689, 

indicating a negative influence. Thus, it can be concluded that there is a negative and 

insignificant effect between Credit Risk on Financial Distress, and H2 is rejected. This proves 

the statement of [23], where the Credit Risk value cannot absolutely explain the existence of 

financial distress conditions, because the credit provided only includes third party credit. In 

addition, the level of credit risk cannot give any signal to investors because the higher the 

level of credit risk does not result in the bank experiencing financial distress, and vice versa. 

 

Third, ROA is known to have a t-test significance value of 0.0246, where the significance 

value of the t-test < 0.05 significance value (α = 5%), indicates a significant effect, and the 

known regression coefficient value is 72.39718, indicating a positive influence. Thus, it can 

be said that ROA has a positive and significant effect on Financial Distress, and H3 is 

rejected. This proves the statement of [5, 9], namely the higher the level of ROA cannot 

guarantee that there is no possibility of financial distress to the bank. In addition, the higher 

the ROA level indicates the bank can give a positive signal to investors because the bank is 

considered able to manage its assets effectively, so as to reduce the possibility of financial 

distress. 

 

Fourth, LDR is known to have a t-test significance value of 0.0009, where the significance 

value of the t-test < 0.05 significance value (α = 5%), indicates a significant effect, and it is 
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known that the regression coefficient value is 1.581273, indicating a positive influence. Thus, 

it can be said that LDR has a positive and significant effect on Financial Distress, and H4 is 

accepted. This proves the statement of [3, 9], where the higher the LDR level, the lower the 

bank's liquidity ability and can increase the possibility of financial distress, and vice versa. In 

addition, the higher the LDR level can give a negative signal to investors because the 

possibility of financial distress also increases. 

 

Fifth, Institutional Ownership (INS) is known to have a t-test significance value of 0.1861, 

where the t-test significance value > 0.05 significance value (α = 5%), indicating that there is 

no significant effect, and the known regression coefficient value is -0.295505, indicating a 

negative influence. Thus, it can be said that there is a negative and insignificant effect 

between Institutional Ownership on Financial Distress, and H5 is rejected. This proves the 

statement of [17], namely that share ownership by institutions is considered centralized and 

does not play an active role in controlling its management. In addition, the results of this 

study reject agency theory, because the level of INS does not have a significant effect 

between the two variables [24]. 

 

Lastly, Managerial Ownership (MNG) is known to have a t-test significance value of 0.4860, 

where the significance value of the t-test > 0.05 significance value (α = 5%), indicates that 

there is no significant effect, and it is known that the regression coefficient value is 5.804977, 

indicating that there is a positive influence. Thus, it can be said that there is a positive and 

insignificant effect between Managerial Ownership on Financial Distress, and H6 is rejected. 

This proves the statement of [24], namely that there are limitations to the policy of 

implementing share ownership by the management. In addition, the results of this study reject 

agency theory, because the MNG level does not have a significant effect between the two 

variables. 

 

5. CONCLUSIONS 

 

The conclusions obtained from the results of this study are: 

1) CAR, ROA, LDR have a positive and significant impact on Financial Distress. 

2) Credit Risk and Institutional Ownership have a negative and insignificant impact on 

Financial Distress. 

3) Managerial Ownership has a positive and insignificant impact on Financial Distress. 

4) Independent variables used, such as Capital Adequacy Ratio, Credit Risk, Return on 

Assets, Loan-to-Deposit Ratio, Institutional Ownership, and Managerial Ownership 

simultaneously have a significant influence on the dependent variable, namely Financial 

Distress. 

 

Implications for further research are: (1) Use other sectors to see the effect of possible 

occurrence of Financial Distress such as the manufacturing sector; (2) Use a longer research 

period so that the results are more accurate; (3) The coefficient of determination’s result in 

this study is 49.83%, while 50.16% cannot be explained by the independent variables in this 

study. Therefore, other independent variables can be used for further investigation to cover 

both financial and non-financial aspects. 
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