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Abstract 

 

This study aims to measure the determinants of bank financial stability in Indonesia, 

with a focus on the effect of financial performance measured using the Z-Score ratio 

as a proxy for financial stability, Return on Assets (ROA) as a proxy for profitability, 

Capital Adequacy Ratio (CAR) for liquidity, and Loan to Deposit Ratio (LDR) as a 

proxy for solvency, along with the natural logarithm of total assets to measure the 

moderating variable of Bank Size. The sample was selected using purposive sampling 

from the population of banking companies listed on the Indonesia Stock Exchange 

(IDX) that fall under the KBMI 4, 3, and 2 bank categories in 2025, with time series 

data from 2020 to 2024. The analysis was conducted using the Moderated Regression 

Analysis (MRA) method. The results of this study show that CAR has a significant 

effect on bank financial stability from 2020 to 2024, and that Bank Size significantly 

moderates the effect of LDR. The findings are expected to provide valuable insights 

for regulators, bank management, and investors in maintaining and enhancing the 

stability of the financial system in Indonesia. The results of this study show that 

between Return on Asset (ROA), Loan to deposit Ratio (LDR) and Capital Adequacy 

Ratio (CAR), CAR has a significant effect on bank financial stability during the period 

2020–2024, and that the Bank Size variable is able to significantly moderate the effect 

of the LDR variable. This research implies that bank management must have 

regulations are designed to be able to minimize risks and avoid defaults so that the 

profitability of banks increases in Indonesia. 
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INTRODUCTION 

The stability of the banking sector is a fundamental and irreplaceable basis for the 

health and resilience of a well-functioning national economic system. The central role of 

banks in the architecture of modern finance lies in their ability to connect economic units 

with surplus funds such as households and corporations generating excess cash flows with 

those in need of capital for investment. This strategic function enables the optimal allocation 

of resources, promotes investment, creates employment, and ultimately facilitates sustainable 

economic growth. Therefore, the integrity, efficiency, and performance of the banking sector 

not only reflect but also directly influence the dynamics and overall stability of the economy. 

Historical lessons from global economic developments show that instability in the 

banking sector can have a domino effect on various other critical areas. The instability of one 

or several banks can spread across the entire financial systern. One example is the monetary 

crisis of 1998, which stemmed from a systemic failure in the financial sector This highlights 

the undeniable urgency to thoroughly and comprehensively understand the factors that 

determine the stability of the banking sector. 

In several financial literature sources, one of which is described by Agus D.W 

Martowardojo in his book Stabilitas Sistem Keuangan di Indonesia (Bank Indonesia 

Institute), financial system stability is defined as a condition in which all elements of the 

financial system financial institutions, financial markets, and financial infrastructure-

function properly in channeling funds, performing intermediation, managing risks, and 

absorbing both internal and external shocks. 

According to Rivai and Veithzal (2007), a bank's financial performance reflects the 

management's ability to effectively and efficiently manage the bank's resources to achieve its 

primary objectives, namely profitability and financial stability. The assessment of financial 

performance is important not only for internal management but also for regulators, investors, 

and customers. Numerous studies have been conducted on banking financial stability, 

producing varying results. These differences are likely due to several factors such as 

variations in the time series used in the research, differences in sample and population, as 

well as differences in the analytical methods applied. 

We can observe from several previous studies that Nurhasfi Hasnanı (2022), in her 

research on Indonesian Islamic banks from 2010 to 2019, found that Non-Performing 

Financing (NPF) had a negative effect, while BOPO (Operational Efficiency Ratio) and SIZE 

had no effect. On the other hand, Financing to Deposit Ratio (FDR) and the proportion of 

financing had a positive effect. A-similar result for BOPO was found in the study by Eka 

Violeta Ketaren and Antonius Mulyo Haryanto (2020) on conventional banks from 2014 to 

2018, which stated that CAR (Capital Adequacy Ratio) and NPL (Non-Performing Loan) 

had a positive effect, NIM (Net Interest Margın) had a significant negative effect, and both 

BOPO and LDR (Loan to Deposit Ratio) had no effect. Another study by Fellasufah Diniyah 

(2023) showed that simultaneously, NPF, FDR, and BOPO had an effect. However, partially, 

NPF had a significant negative effect on Islamic banks, while it had a significant positive 

effect on conventional banks BOPO was found to have no effect on either Islamic or 

conventional banks. In another study by Wienma Meidy Utami, Anas Iswanto, and Mirzalina 

Zaenal (2025), it was revealed that NIM, BOPO, CAR, and Liquidity simultaneously had an 

effect of 91%, while partially, NIM and Liquidity had a significant effect, BOPO had a 

significant negative effect, and CAR had no effect. 
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Given the wide range of findings in studies related to banking financial stability, it 

becomes increasingly important and interesting to explore further and gain a more 

comprehensive understanding, especially when the research conditions vary. This study aims 

to measure the determinants of banking financial stability by focusing on the profitability, 

liquidity, and solvency of companies in the banking sector, with bank size as a moderating 

variable. The financial performance of banks will be measured through Capital Adequacy 

Ratio (CAR), Loan to Deposit Ratio (LDR), and Return on Assets (ROA) as independent 

variables, and Z-Score of Return on Assets (ROA) as a proxy for Banking Financial Stability, 

with Bank Size measured using the natural logarithm of total assets as the moderating 

variable. 

 

REVIEW OF LITERATURE 

It is generally known that the fundamental function of banks is to act as 

intermediaries, channeling funds from the public in the form of deposits to other parties in 

the form of loans or financing. This main function is often referred to as the intermediation 

function, in which banks connect economic units with a surplus of funds to those 

experiencing a deficit. 

The bank intermediation theory explains the vital role of banks as intermediaries 

between parties with excess funds (savers/investors) and those in need of funds 

(borrowers/debtors). Banks are not merely "places to store money" but institutions that 

actively facilitate the flow of capital in the economy This concept is elaborated in books such 

as Financial Markets and Institutions by Frederic S. Mishkin, The Economics of Money, 

Banking, and Financial Markets by Frederic S. Mishkın, and Bank Management & Financial 

Services by Peter S. Rose and Sylvia C. Hudgins. 

The intermediation function is crucial because it promotes the efficient allocation of 

financial resources within an economy. When this function operates effectively, banks are 

able to channel credit appropriately, maintain asset quality, and ensure smooth payment 

functions. This has a direct impact on the stability of the financial system, as the stability of 

fund flows between economic actors is the foundation of a sound and shock-resistant 

financial system. Siamat (2005) also explains that "Financial institutions, particularly banks, 

serve as intermediaries between parties with surplus funds and those lacking funds for 

productive investment." 

In the global context, Freixas and Rochet (2008) emphasize that bank intermediation 

is necessary to overcome transaction costs and information asymmetries, which often hinder 

the efficiency of financial markets. With expertise in credit risk screening and information 

gathering, banks enable safer and more sustainable financing processes. Mishkın (2015) adds 

that the role of banks as financial intermediaries goes beyond fund allocation, it also includes 

support for the transmission of monetary policy and overall economic stability When the 

intermediation function is disrupted due to rising non-performing loans or a liquidity crisis-

financial stability is at risk. 

A healthy intermediation function is typically measured by indicators such as the 

Loan to Deposit Ratio (LDR) or Financing to Deposit Ratio (FDR), as well as the 

NonPerforming Loan (NPL) ratio as an indicator of credit risk resulting from failed 

intermediation. Therefore, in this study, intermediation theory serves as the theoretical, 
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foundation to explain how the effectiveness of bank intermediation performance can 

influence banking financial stability, both individually and systemically 

The Effect of Capital Adequacy Ratio (CAR) on Banking Financial Stability 

The Risk Absorption Theory states that capital serves as the primary defense against 

risk. When a bank faces economic shocks or significant losses, a strong CAR allows the bank 

to withstand those challenges without destabilizing the financial system Therefore, CAR is 

considered a key variable in maintaining banking stability and, from a theoretical perspective, 

can be used as a determining factor in studies related to banking financial stability 

The Risk-Absorption Theory explains that bank capital functions as the primary 

buffer to absorb unexpected losses resulting from various risks inherent in banking activities-

particularly credit risk, market risk, liquidity risk, and operational risk. In this context, the 

Capital Adequacy Ratio (CAR) serves as the main measure of a bank's ability to absorb such 

risks. "Capital plays a central role in absorbing losses that arise from credit risk and in 

allowing a bank to continue its operations without disrupting its solvency (Saunders & Allen, 

2020). 

According to this theory, a sufficiently high level of capital allows a bank to continue 

operating even in the face of losses due to defaults. This capital protects the interests of 

depositors and other stakeholders by ensuring that such losses do not immediately disrupt the 

bank's primary obligations (such as deposit payments). When losses exceed the loan loss 

allowance, capital acts as the last line of defense. A study by Eka Violeta Ketaren and 

Antonius Mulyo Haryanto (2020) also found that CAR has a positive effect. Based on this 

explanation, the following hypothesis can be proposed: 

H1: Capital Adequacy Ratio (CAR) has a positive effect on banking stability. 

The Effect of Return on Assets (ROA) on Banking Financial Stability 

Profitability theory states that the primary goal of a company, including banks, is to 

maximize profit. Profitability reflects the efficiency of management in utilizing assets and 

resources to generate income. ROA is used as a key indicator to measure a bank's level of 

efficiency in managing total assets to produce net income. "Profitability ratios are used to 

assess a company's ability to generate profit. These ratios also provide a measure of the 

effectiveness of a company's management, as shown by the profits generated from sales and 

investments." "ROA is used to measure how efficiently a company utilizes all of its assets to 

eam profit." (Kasmir, 2014) 

In a study conducted by Sri Wahyuni Asnaini, Siti Maesaroh, Fatrilia Rasyi Radita, 

and Oktavia Marpaung, ROA was found to have a significant influence Based on this, the 

following hypothesis can be drawn. According to Kasmir (2014), financial ratio analysis is a 

key tool in evaluating the condition and performance of a bank. These ratios are used to 

measure the efficiency, profitability, and capital strength of financial institutions Financial 

ratios such as Return on Assets (ROA), Return on Equity (ROE), and Capital Adequacy Ratio 

(CAR) function to assess a company's ability to generate profits and evaluate its overall 

financial health "The analysis of financial ratios such as ROA, ROE, and CAR aims to assess 

the extent of a company's (bank's) efficiency and ability to generate profits, while also 

evaluating the company's overall financial health." (Kasmır, 2014) 

The ROA ratio reflects management's efficiency in utilizing total assets to generate 

profit, whereas ROE assesses the company's ability to deliver returns to shareholders 

Meanwhile, the CAR ratio indicates the bank's capacity to absorb unexpected losses and 
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serves as a key measure of the bank's capital strength. These ratios not only reflect the bank's 

internal performance, but also serve as key indicators used by supervisory authorities such 

as Bank Indonesia and the Financial Services Authority (OJK), as they are directly related to 

the potential systemic risks that can affect national financial stability  

H2: Return on Assets (ROA) has a positive effect on banking stability. 

The Effect of Loan to Deposit Ratio (LDR) on Banking Financial Stability 

In financial intermediation theory, it is explained that one of the roles of banks is to 

act as a bridge between parties with a surplus of funds and those with a deficit. Banks collect 

funds in the form of deposits and distribute them as credit to productive sectors of the 

economy Therefore, in determining banking financial stability, the effectiveness of the bank's 

intermediation function is reflected in its ability to efficiently manage public funds through 

credit distribution, which directly affects profitability and ultimately impacts the bank's 

financial stability in the face of various risks, including systemic risk. 

In a prior study conducted by Eka Violeta Ketaren and Antonius Mulyo Haryanto, it 

was found that LDR did not have a significant effect on ROA as an indicator of banking 

financial stability. Based on that, the following hypothesis is proposed. 

H3: Loan-to-Deposit Ratio (LDR) does not have a significant effect on banking stability. 

The Moderating Role of Bank Size on the Relationship Between ROA, CAR, and 

LDR Toward Banking Financial Stability Larger banks tend to have more complex access to 

liquidity, better portfolio diversification, and stronger risk management capabilities. As a 

result, the larger the bank size, the greater its capacity to absorb financial shocks. As stated 

by Boyd & Runkle (1993), "Larger banks tend to be better able to absorb financial shocks 

because they have greater diversification, broader access to external financing, and more 

sophisticated risk management infrastructure." 

Thus, it can be said that bank size may influence banking financial stability. However, 

in contrast, a study by Nurhasfi Hasnani (2022) found that bank size had no significant effect 

on banking financial stability. Based on the theoretical perspectives of experts, the following 

hypotheses are proposed. 

H4 :Bank Size significantly moderates the relationship between CAR and Z-Score (banking 

financial stability). 

H5 : Bank Size significantly moderates the relationship between ROA and Z-Score (banking 

financial stability) 

H6 : Bank Size significantly moderates the relationship between LDR and Z-Score (banking 

financial stability). 
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The conceptual framework used in this study is illustrated in the following figure:  

 
Figure 1. 

Theoretical Framework 

 

RESEARCH METHOD 

Dependent  Variable 

The  dependent  variable  in  this  study is banking financial stability, which is proxied 

using the Z-Score formula. This proxy has also been used by previous researchers such as 

Nurhasfi Hasnani (2022) and Fellasufah Diniyah (2023) The measurement of variable 

structure on this study as follow: 

Table 1. 

Variable Struckture 

 
The  independent variables used in this study are  Return on Assets (ROA), Capital  

Adequacy Ratio (CAR), and Loan to Deposit Ratio (LDR). The moderating variable used is  

Bank Size. 
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Population and Sample Determination 

The  population in this study consists of conventional and Islamic commercial banks 

that  operate and are listed on the Indonesia Stock Exchange (IDX) during the period from 

2020  to 2024. 

This study uses a non-probability sampling method with a purposive sampling 

technique, where the sampling criteria include banks classified under KBMI (Kelompok 

Bank berdasarkan Modal Inti) categories 4, 3, and 2 as of the year 2025. 

The type of data used is panel data, which combines time series data for the period 

2020-2024 and cross-sectional data covering several commercial banks as units of analysis. 

The use of panel data is intended to capture the dynamic relationships among variables over 

five years and to accommodate the unique characteristics of each bank This method is 

considered more robust than using time series or cross-sectional data alone. 

The number of samples to be analyzed is as follows. The number of observation sampel 

25 banks x 5 years 125 data panel's observation. Based on the research criteria, 25 banks 

were selected and deemed appropriate to be included as the research sample. Since the data 

used covers the years 2020 to 2024, a total of 5 years, this results in 125 data observations. 

The analysis was conducted using data that had been cleansed of outliers. Outliers are 

unique data points that significantly differ from other observations, arising from extreme 

values in a single variable or a combination of variables (Ghozali, 2018). A total of 8 

companies had to be removed from the sample because they were identified as outliers these 

data points had values that were extremely different compared to the rest of the dataset, thus 

having the potential to cause bias in the study. The details of the sample data collection are 

attached in the following table: 

Table 2.  

Observation Data 

 
Source Secondary data processed in 2025. 

Analysis Method 

This study uses the Moderated Regression Analysis (MRA) method to test whether 

Bank Size acts as a moderating variable in the relationship between financial performance 

(measured through ROA, LDR, and CAR) and Banking Financial Stability (measured by the 

Z-Score) MRA is an advanced regression analysis technique used to identify the interaction 

effect between independent variables and a moderating variable, by mcluding an interaction 

term (a product of multiplication) in the regression model. 

The MRA regression model is carried out in two stages 

1. Basic Regression Model (Without Moderation):  

Z-Score=β0  l+  lβ1ROA  l+  lβ2LDR  l+  lβ3CAR  l+  lε 

2. Regression Model with Moderating Variable: 

Z-Score  l= 
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β0+β1ROA+β2LDR+β3CAR+β4(ROA×Size)+β5(LDR×Size)+β6(CAR×Size)  l+  lε 

 

Where: 

• β5,  lβ6,  lβ7  lrepresent  lthe  lmoderating  leffects 

• ε  lis  lthe  lerror  lterm 

If the interaction coefficients (ROA Size, LDR Size, CAR Size) are statistically 

significant, it can be concluded that Bank Size moderates the relationship between financial 

performance and financial stability. 

According to Ghozali (2018) in his book "Application of Multivariate Analyats with 

IBM SPSS 25 Program", descriptive statistics provide an overview or description of the data 

viewed from the mean, standard deviation, variance, maximum, minimum, sum, range, 

kurtosis, and skewness (distribution asymmetry) Descriptive statistical analysis in the initial 

step before conducting further testing, including classical assumption testing and hypothesis 

testing. 

If  lthe  linteraction  lcoefficients  l(ROA×Size,  lLDR×Size,  lCAR×Size)  lare  lstatistically  

lsignificant,  lit  lcan  lbe  lconcluded  lthat  lBank  lSize  lmoderates  lthe  lrelationship  lbetween  lfinancial  

lperformance  land  lfinancial  lstability. 

According  lto  lGhozali  l(2018)  lin  lhis  lbook  l"Application  lof  lMultivariate  lAnalysis  lwith  

lIBM  lSPSS  l25  lProgram",  ldescriptive  lstatistics  lprovide  lan  loverview  lor  ldescription  lof  lthe  ldata  

lviewed  lfrom  lthe  lmean,  lstandard  ldeviation,  lvariance,  lmaximum,  lminimum,  lsum,  lrange,  

lkurtosis,  land  lskewness  l(distribution  lasymmetry).  lDescriptive  lstatistical  lanalysis  lis  lthe  linitial  

lstep  lbefore  lconducting  lfurther  ltesting,  lincluding  lclassical  lassumption  ltesting  land  lhypothesis  

ltesting. The  lfollowing  lis  la  ldescriptive  lstatistics  ltable  lbased  lon  lthe  lprocessed  lsecondary  ldata: 

Table  l3.  L 

Descriptive  lStatistic 

 
Variable  lDescription 

In  lTable  l2,  lbased  lon  lthe  ldata  lprocessing  lresults  lfrom  l85  lobservations,  la  lsummary  lof  

lthe  ldescriptive  lstatistics  lfor  lthe  lresearch  lvariables  lis  lpresented,  lnamely  lReturn  lon  lAssets  

l(ROA),  lLoan  lto  lDeposit  lRatio  l(LDR),  lCapital  lAdequacy  lRatio  l(CAR),  lBank  lSize,  land  

lBanking  lFinancial  lStability  l(Z-Score),  las  lshown  lin  lthe  lfollowing  ltable: 

1. Return  lon  lAssets  l(ROA)  lhas  la  lminimum  lvalue  lof  l0.0036  land  la  lmaximum  lvalue  lof  

l0.0378,  lwith  lan  laverage  lof  l0.0166  land  la  lstandard  ldeviation  lof  l0.0075.  lThis  lindicates  lthat,  

lon  laverage,  lbanks  lin  lthe  lsample  lare  lable  lto  lgenerate  lprofits  lof  l1.66%  lfrom  ltheir  ltotal  

lassets,  lreflecting  la  lmoderate  llevel  lof  lprofitability  lperformance.  lThe  lrelatively  llow  

lvariation  lamong  lbanks  lsuggests  lthat  lROA  lperformance  lis  lfairly  lstable. 

2. Loan  lto  lDeposit  lRatio  l(LDR)  lshows  la  lminimum  lvalue  lof  l0.3071  land  la  lmaximum  lof  

l3.6997,  lwith  lan  laverage  lof  l0.9659  land  la  lstandard  ldeviation  lof  l0.5894.  lThe  laverage  lLDR  



Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)                Vol. 8. No. 3 (2025)  

e-ISSN: 2621-606X        Page: 11277-11290 

 

An Empirical Study on the Determinants of Bank Financial….. 11285 

 

lof  l96.59%  lsuggests  lthat  lmost  lbanks  lare  lquite  leffective  lin  lchanneling  lthird-party  lfunds  

linto  lcredit.  lHowever,  lthe  lhigh  lmaximum  lvalue  lindicates  ldifferences  lin  lstrategies  lamong  

lbanks  land  lpotential  lliquidity  lrisk  lfor  lthose  lwith  lvery  lhigh  lLDRs. 

3. Capital  lAdequacy  lRatio  l(CAR)  lhas  la  lminimum  lvalue  lof  l15.70%  land  la  lmaximum  lof  

l34.53%,  lwith  lan  laverage  lof  l23.59%  land  la  lstandard  ldeviation  lof  l0.0402.  lThis  laverage  

lCAR  lshows  lthat  lthe  lbanks  lin  lthe  lsample  lhave  lvery  lgood  lcapital  ladequacy  llevels,  lfar  

labove  lthe  lminimum  lrequirement  lset  lby  lfinancial  lauthorities,  lthus  lenabling  lthem  lto  lbetter  

labsorb  lpotential  loperational  llosses. 

4. Bank  lSize,  lmeasured  lby  lthe  lnatural  llogarithm  lof  ltotal  lassets,  lhas  la  lminimum  lvalue  lof  

l17.9594  land  la  lmaximum  lof  l21.6100,  lwith  lan  laverage  lof  l19.5061  land  la  lstandard  

ldeviation  lof  l1.0055.  lThis  lindicates  lthat  lthe  lbanks  lincluded  lin  lthe  lsample  lvary  lin  lscale,  

lfrom  lsmall  lto  llarge  lbanks,  lbut  lin  lgeneral  lfall  linto  lthe  lmedium-to-large  lcategory. 

5. Z-Score,  las  lan  lindicator  lof  lbanking  lfinancial  lstability,  lhas  la  lminimum  lvalue  lof  l4.4895  

land  la  lmaximum  lvalue  lof  l14.1813,  lwith  lan  laverage  lof  l8.9880  land  la  lstandard  ldeviation  lof  

l2.3357.  lThe  lrelatively  lhigh  laverage  lZ-Score  lreflects  lthat,  loverall,  lthe  lbanks  lin  lthe  lsample  

lare  lin  la  lstable  lcondition  land  lhave  la  lrelatively  llow  lrisk  lof  lbankruptcy.  lHowever,  lthe  

lconsiderable  lspread  lin  lthe  ldata  lalso  lindicates  ldisparities  lin  lfinancial  lstability  llevels  

lamong  lbanks. 

Overall,  lthese  ldescriptive  lstatistical  lresults  lshow  lthat  lthe  lbanks  lincluded  lin  lthe  lstudy  

lsample  lhave  lrelatively  lstrong  land  lstable  lfinancial  lperformance,  lsupported  lby  ladequate  

lprofitability,  lcredit  ldistribution,  land  lcapital  ladequacy,  las  lwell  las  lrobust  lfinancial  lstability.  

lThe  lvariation  lacross  lbanks  lalso  lserves  las  lan  limportant  lindicator  lfor  lfurther  lanalysis  lusing  

lregression  ltesting  lto  lexamine  lthe  leffect  lof  leach  lvariable  lon  lbanking  lfinancial  lstability. 

 

RESULT AND DISCUSSION 

The  lt-test  laims  lto  lassess  lthe  lextent  lto  lwhich  leach  lindependent  lvariable  l(CAR,  lLDR,  

land  lROA)  linfluences  lthe  ldependent  lvariable  l(Z-Score)  lby  lobserving  lthe  lp-value  lfrom  lthe  

lt-test  lresults. 

1. If  lthe  lp-value  l>  l0.05,  lit  lcan  lbe  lconcluded  lthat  lthe  lindependent  lvariable  ldoes  lnot  lhave  la  

lsignificant  leffect  lon  lthe  ldependent  lvariable. 

2. Conversely,  lif  lthe  lp-value  l<  l0.05,  lit  lindicates  lthat  lthe  lindependent  lvariable  lhas  la  

lsignificant  leffect  lon  lthe  ldependent  lvariable. 

 

Basic Regression Model (Without Moderation): 

 

Z-Score=β0+β1ROA+β2LDR+β3CAR  l+  lε 

  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l  l   
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Table 3. 

Basic Regression Model 

 
Source:  lSecondary  ldata  lprocessed  lin  l2025 

Based  lon  lthe  lresults  lof  lthe  lmultiple  llinear  lregression  ltest  lin  lthe  ltable  labove,  lseveral  

lpoints  lcan  lbe  lexplained  las  lfollows: 

1. Hypothesis  l1:  lCapital  lAdequacy  lRatio  l(CAR)  lhas  la  lpositive  leffect  lon  lbanking  

lstability 

The  lCapital  lAdequacy  lRatio  l(CAR)  loutput  lin  lTable  l3  lshows  la  lcoefficient  lvalue  lof  l3.652,  

la  lt-value  lof  l12.889,  land  la  lp-value  lof  l0.001  l(p  l<  l0.05).  lCAR  lhas  lthe  lstrongest  linfluence  

lon  lthe  lZ-Score  las  lseen  lfrom  lthe  lStandardized  lCoefficient  lBeta,  lwhich  lis  l0.811. 

This  lresult  lis  lconsistent  lwith  lprevious  lresearch  lby  lEka  lVioleta  lKetaren  land  lAntonius  

lMulyo  lHaryanto  l(2020),  lwhich  lalso  lfound  lthat  lCAR  lhas  la  lpositive  land  lsignificant  leffect  

lon  lfinancial  lstability.  lThus,  lan  lincrease  lin  lCAR  lwill  lalso  lresult  lin  lan  lincrease  lin  lthe  lZ-

Score  l(i.e.,  lbanking  lfinancial  lstability). 

A  lhigh  lCAR  lvalue  limproves  la  lbank’s  lperformance  lin  lterms  lof  lincreased  lprofitability,  land  

lindicates  lthat  lthe  lbank  lis  lin  la  lsound  lcondition.  lThis  lsuggests  lthat  lmanagers  lare  lable  lto  

lmanage  lbank  lcapital  leffectively,  lwhich  lpositively  linfluences  lbanking  lefficiency,  

lparticularly  lthrough  linterest  lcosts  lpaid  lto  lcreditors. 

Conclusion:  lCAR  lhas  la  lpositive  land  lsignificant  leffect  lon  lbanking  lstability  las  lmeasured  

lby  lthe  lZ-Score. 

2. Hypothesis  l2:  lReturn  lOn  lAsset  l(ROA)  lhas  la  lpositive  leffect  lon  lbanking  lstability 

The  lReturn  lon  lAssets  l(ROA)  loutput  lin  lTable  l3  lshows  la  lcoefficient  lvalue  lof  l19.719,  la  lt-

value  lof  l1.582,  land  la  lp-value  lof  l0.117  l(p  l>  l0.05).  lThe  ltest  lresult  lindicates  lthat  lROA  ldoes  

lnot  lhave  la  lsignificant  leffect  lon  lbanking  lstability  l(Z-Score). 

Conclusion:  lROA  lhas  lno  lsignificant  leffect  lon  lbanking  lstability  las  lmeasured  lby  lthe  lZ-

Score. 

ROA  lreflects  lthe  lbank's  lefficiency  lin  lgenerating  lprofits  lfrom  lits  ltotal  lassets.  lThe  lhigher  

lthe  lprofit  lgenerated,  lthe  lgreater  lthe  lbank's  lability  lto  labsorb  llosses  l(as  la  lbuffer),  lultimately  

lincreasing  lfinancial  lstability.  lHowever,  lin  lthis  lstudy,  lthe  lROA  ltest  lresults  lshowed  lno  

lsignificant  linfluence. 

This  linsignificance  lmay  lbe  ldue  lto  lvarious  lfactors  lsuch  las  lprofit  lfluctuations  lor  lunstable  

lasset  lstructures.  lAnother  lfactor  lis  lthat  lROA  lreflects  lshort-term  lprofitability,  lwhile  lthe  lZ-

Score  lreflects  llong-term  lresilience.  lProfit  ldoes  lnot  lalways  lindicate  lstability  lif  lnot  

laccompanied  lby  lstrong  lrisk  lmanagement.  lA  lbank  lmay  lappear  lprofitable  ldue  lto  lnon-

operational  lincome  lbut  lremain  lstructurally  lvulnerable. 

3. Hypothesis  l3:  lLoan  lto  lDeposit  lRatio  l(LDR)  lhas  la  lpositive  leffect  lon  lbanking  lstability 
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The lLDR  loutput  lshows  la  lcoefficient  lvalue  lof  l0.252,  la  lt-value  lof  l-0.80,  land  la  lp-value  lof  

l0.937  l(p  l>  l0.05). 

Conclusion:  lLDR  lhas  lno  lsignificant  leffect  lon  lbanking  lstability  las  lmeasured  lby  lthe  lZ-

Score,  land  lits  linfluence  lis  lnegative  land  linsignificant. 

This  lindicates  lthat  lthe  lratio  lof  lcredit  ldisbursement  lto  lthird-party  lfunds  ldoes  lnot  lhave  la  

lstrong  lenough  limpact  lon  lbank  lfinancial  lstability  lin  lthis  lstudy.  lLDR  lis  lan  lindicator  lof  la  

lbank’s  lliquidity.  lA  lvery  lhigh  lLDR  lmay  lincrease  lliquidity  lrisk,  las  lit  lcould  lmean  lthe  lbank  

llacks  lliquid  lfunds  ldue  lto  lexcessive  lcredit  ldisbursement. 

Table  l4. 

 
Based  lon  lthe  loutput  lof  lthe  lmoderated  llinear  lregression  lin  lTable  l4,  lthe  lR  lSquare  lvalue  

lis  l0.689,  lwhich  lindicates  lthat  lthe  lcontribution  lof  lthe  lvariables  lCAR,  lROA,  land  lLDR  lto  

lbanking  lfinancial  lstability,  las  lproxied  lby  lthe  lZ-Score,  lis  l68.9%. 

The  loutput  lresult  lfrom  lthe  lsecond  lequation  lis  las  lfollows: 

Regression Model with Moderating Variables: 

Z-Score  l=  lβ0+β1ROA  l+  lβ2LDR  l+  lβ3CAR  l+  lβ4(ROA×Size)  l+  lβ5(LDR×Size)  l+  

lβ6(CAR×Size)  l+  lε 

 

Table  l5. 

Regression Model with Moderating Variables 

 
Based  lon  lthe  lregression  lmodel  loutput  lin  lTable  l5,  lseveral  lconclusions  lcan  lbe  ldrawn  las  

lfollows: 

Bank  lSize  lhas  la  lpositive  lcoefficient  lof  l2.447  land  la  lsignificance  lvalue  lof  l0.067,  lwhich  lis  

lapproaching  lstatistical  lsignificance.  lThis  lindicates  lthat  lthe  llarger  lthe  lbank,  lthe  lhigher  lits  

lpotential  lfinancial  lstability.  lLarge  lbanks  lgenerally  lhave  lbroader  lbusiness  ldiversification,  

lmore  lstable  lfunding  laccess,  land  lstronger  linternal  land  lexternal  lsupervision.  lAlthough  lnot  
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lstatistically  lsignificant,  lthis  lrelationship  lsupports  lthe  ltheory  lthat  linstitutional  lsize  

lcontributes  lto  lsystemic  lresilience. 

4. Hypothesis  l4:  lBank  lSize  lsignificantly  lmoderates  lthe  lrelationship  lbetween  lCAR  land  

lZ-Score  l(bank  lfinancial  lstability) 

The  lsignificance  lvalue  lfor  lCAR  lin  lTable  l5  lis  l0.910  l(p  l>  l0.05),  lindicating  lthat  lBank  lSize  

ldoes  lnot  lsignificantly  lmoderate  lthe  lrelationship  lbetween  lCAR  land  lZ-Score. 

This  lcontradicts  lthe  ltheory  lsuggesting  lthat  lhigher  lCAR  lstrengthens  lstability  lby  lreflecting  

lcapital  lresilience.  lThe  llack  lof  lsignificance  lmay  lbe  ldue  lto  lthe  luniformity  lof  lCAR  lacross  

lbanks,  las  lminimum  lcapital  ladequacy  lis  lregulated,  lmaking  lit  lless  lvaried  land  lless  lable  lto  

lexplain  ldifferences  lin  lZ-Scores. 

The  linteraction  lvariable  lCAR  l×  lBank  lSize  l(X3M)  lhas  la  lpositive  lcoefficient  lof  l2.102  lwith  

la  lsignificance  lof  l0.657,  lindicating  lit  lis  lnot  lstatistically  lsignificant. 

This  lsuggests  lthat  lbank  lsize  ldoes  lnot  lstrengthen  lthe  limpact  lof  lCAR  lon  lfinancial  lstability,  

lpossibly  lbecause  lCAR  lalone  lis  lalready  lsufficient  lto  lindicate  lcapital  lresilience,  lor  lits  

lvariation  lamong  lbanks  lis  ltoo  llimited. 

5. Hypothesis  l5:  lBank  lSize  lsignificantly  lmoderates  lthe  lrelationship  lbetween  lROA  land  

lZ-Score  l(bank  lfinancial  lstability) 

The  lsignificance  lvalue  lfor  lROA  lin  lTable  l5  lis  l0.177  l(p  l>  l0.05),  lindicating  lthat  lBank  lSize  

ldoes  lnot  lsignificantly  lmoderate  lthe  lrelationship  lbetween  lROA  land  lZ-Score. 

Although  lthe  ldirection  lof  linfluence  lis  lpositive,  lROA  ldoes  lnot  lprovide  la  lstrong  lstatistical  

lcontribution  lto  lfinancial  lstability.  lThis  lmay  lbe  ldue  lto  lROA  lbeing  la  lshort-term  

lprofitability  lmeasure,  lwhile  lZ-Score  lreflects  llong-term  lresilience. 

Other  lcauses  lmay  linclude  llow  lROA  lvariation  lacross  lbanks  lor  lthe  linfluence  lof  lmore  

ldominant  lfactors  lsuch  las  lcapital  lor  lrisk  lmanagement. 

The  linteraction  lvariable  lROA  l×  lBank  lSize  l(X1M)  lshows  la  lnegative  lcoefficient  lof  l-

30.705 with a significance of 0.194, indicating no significant effect. 

This  lsuggests  lthat  lbank  lsize  ldoes  lnot  lsignificantly  lmoderate  lROA's  limpact  lon  lstability,  

lpossibly  lbecause  lhigh  lprofitability  ldoes  lnot  lalways  lreflect  lsustainable  lstability    lespecially  

lin  llarge  lbanks  lwith  lmore  lcomplex  lbusiness  lmodels  land  lhigher  lnon-operational  lrisks. 

6. Hypothesis  l6:  lBank  lSize  lsignificantly  lmoderates  lthe  lrelationship  lbetween  lLDR  land  

lZ-Score  l(bank  lfinancial  lstability) 

The  lsignificance  lvalue  lfor  lLDR  lin  lTable  l5  lis  l0.007  l(p  l<  l0.05),  lwhich  lmeans  lthat  lBank  

lSize  lsignificantly  lmoderates  lthe  leffect  lof  lLDR  lon  lZ-Score. 

This  lindicates  lthat  lhigher  lLDR  lleads  lto  lhigher  lfinancial  lstability,  lsupporting  lthe  lfinancial  

lintermediation  ltheory,  lwhere  la  lhigh  lLDR  lreflects  lefficient  lcredit  ldistribution. 

This  lsupports  lstability  lwhen  laccompanied  lby  ladequate  lrisk  lmanagement.  lIt  lalso  lsuggests  

lthat  laggressive  llending  lis  lnot  lalways  lrisky  llparticularly  lif  lconducted  lby  lsound  land  

lefficient  lbanks. 

However,  llarge  lbanks  lwith  lhigh  lLDR  ltend  lto  lshow  llower  lfinancial  lstability  lthan  lsmaller  

lbanks  lwith  lsimilar  lLDR.  lThis  lcan  lbe  lattributed  lto  lmore  laggressive  lrisk-taking  lbehavior  

lin  llarger  lbanks,  lwhich,  lif  lunchecked,  lincreases  lsystemic  lrisk. 
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CONCLUSION 

Based on the outputs from Table 4 and Table 5, the study concludes: 

One independent variable, Capital Adequacy Ratio (CAR), significantly affects 

banking financial stability during the 2020–2024 period, with a significance value of 0.00 (< 

0.05). 

The other variables, Return on Assets (ROA) and Loan to Deposit Ratio (LDR), do 

not show significant effects on Z-Score. From the moderation regression results, only one 

interaction between LDR and Bank Size is statistically significant, with a p-value of 0.007. 

This indicates that bank size significantly moderates the relationship between LDR and 

financial stability, but in such a way that large banks with high LDR may be less stable. 

These findings imply that risk management and institutional structure are more 

crucial for financial stability than merely profitability or capital size. Moderating effects of 

bank size do not always strengthen the relationship between financial performance variables 

and stability; in some cases, they may even weaken it. 

Research Limitations The R-Square value of 0.689 (or 68.9%) indicates that there are 

other factors outside the research variables that still influence banking stability. The study 

period is limited to five years, covering 25 banks selected based on specific criteria. Extreme 

outlier data had to be removed, reducing the number of observations. 

Implications & Recommendations: Bank management is advised to actively manage 

the LDR ratio, improve operational efficiency, and maintain a strong capital structure. Large 

bank size does not guarantee stability without strict risk controls. Sustainable and quality 

growth is more important than purely aggressive expansion. Future research should consider 

a longer time frame and additional variables to better explain the determinants of banking 

financial stability. 
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