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Abstract

This study aims to create predictive models of bamlcrises in six Asian countries, India and Jajfan
developed countries and 4 developing countries dadia, Malaysia, Thailand and Philippines. Predgicti
models developed using 4 groups of variables, neacimomic, internal bank, institutional and gloksdtbrs, as
a whole consists of 15 explanatory variables. Thiearch observation period beginning in 1999-284@
analyzed using logit analysis. The results shovwetl there are nine variables that can be usedpasdictor of
banking crises in six Asian countries that is ts& IGDP growth, inflation, bank asset quality, idjty, financial
liberalization, central bank independence, worldaces, U.S. economic growth, and the rate datidn U.S.
Keywords. Banking Crisis, Macroeconomic, Internal bankingstitutional, Global Factor, Asia

1. Introduction

The banking industry is considered by some ecorsnais the industry that required special atteniecause
they are easily influenced by external factors lragpland is an integral part of the payment systaufman,

1997). Properties which are part of the bankingmpayt system that gives rise to the view that tleblems in

the banking industry can cause negative effecth@m®conomy that the impact is much greater thamégative
effect due to the fall of an ordinary company this case the concern is the snowball effect off#ifieof the

banks that caused the collapse of banks and otimpanies that have a business relationship wittémk. At

the time of the banking sector is experiencingrfgial difficulties (distress) as indicated by thghtening of

credit, this will lead to delays in funding for ethsectors and when the banking system ceasesdtidn, then
the banking crisis will be linked to the slowdowneconomic activity, higher inflation and fiscalrtan, and the
exchange rate crisis that led to the economicxc(Ghan-Lau, 2004).

East Asian crisis of 1997-1998, showed a surpripingnomenon in a few months, the countries thag tayh
economic growth and sound public finances as atre§uhe financial crisis many banks collapse, asors
lose faith in banks, the collapse of asset priaes #ight of capital outflows. Banking crisis of @h1990s
prompted many studies to generalize the crisistsvém1996, the IMF and the World Bank publishestuady of
bank difficulties in many IMF member countries ahé World Bank. Results of this study showed thate-
fourths of the members of the IMF and the World Bhave experienced significant banking problemsndur
1980-1996. Studies show that the level and nat@iheo problem varied substantially, including these of
bankruptcy of one or two major banks and governrosmted institutions were also lost and in need of
substantial recapitalization (Demirguc-Kunt, 2005).

Furthermore, Laeven and Valencia (2008) showsahatountries are not only developing countriesyedeped
countries also can not be separated from the aigiswill bear the cost of handling a crisis is sotall. In its
findings, Laeven and Valencia (2008) reveals tleatetbping countries often experience a crisis thewreloped
countries, such as the fiscal costs and outpus @st higher than developed countries. It can teegreted that
the banking crisis is not a simple matter and shdel wary because of the costs incurred not a,lig$pecially
for developing countries. In this study, researshiged to develop banking crisis research thatidess done by
previous researchers. Researchers tried to consieweral previous studies by adding explanatoryates in
the hope of getting a banking crisis prediction elednore accurate. First, researchers study adgtsrguc-
Kunt and Detragiache (1998, 2000, 2005) that inr tresearch using macroeconomic variables of ecanom
growth, inflation and real interest rates as wslirgernal variables include the bank as one ofptieglictors of
crises.

Poghosyan and Cihak (2008) and Wong et al. (201@heir studies showed that the internal conditiares
proxied by bank CAMELS ratio can be used as cpséslictor. Based on some of the results of prevatudies
suggest that banking crises can be triggered flmnirtternal condition of the banks, this can belarpd as
intermediary, the bank currently experiencing ficiahdifficulties will affect the real sector deegiment and
could impact to another bank, so could lead toisiscin the banking sector. Secondly, this studppasl
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researchers Demirguc-Kunt and Detragiache (2008)Vdanget al. (2010) that uses variables as predictors of
institutional banking crisis, but the proxies usedhis study differ. Demirguc-Kunt and Detragiaq2€05) and
Wonget al (2010) with a proxy measure of institutional ficéal liberalization, institutional quality and degt
insurance, the researchers added a measure ofilceatnk independence used by Klomp (2010) as the
independent central bank that is considered theemigistitutional quality, the banking supervisifumction is
also getting better so that the possibility of isriss getting smaller. Third, this study adds glofsctors.
Demirguc-Kunt and Detragiache (2005) and Wong e{2010) did not include one of the global factaess
predictors of crises, according to research by Bapnd Klingebiel (1996), Eichengreen and Artet@0@),
Zhuang and Dowling (2002), Lestano (2003) and Heingl. (2010) that global factors have an influence an th
crisis in a country. Lestano (2003) describes the af global factors as predictors of crisis intkdaa shift in
economic conditions in industrial countries thatl lzen impact on other economies. Similarly, the moset of
world oil prices could also trigger a crisis in therld. In this study, global factors measured h$.Ueconomic
growth, U.S. inflation and oil prices.

The focus of this study was to analyze the predicpiower of macroeconomic variables (which congi$teal
GDP growth, inflation rate, money supply, and rieétrest rates); banking performance (which cossi$tthe
ratio of CAMEL {Capital adequacy, Asset quality, Megement, Earnings, liquidity}); institutional (csting
of financial liberalization, institutional qualitgnd central bank independence), and global fagtehéch is
proxied by GDP growth in the U.S., the U.S. inflati and oil prices) as predictors of banking crigesix
countries Asia. Using logit analysis, this studydfithat variables economic growth, inflation, basket quality,
liquidity, financial liberalization, central bankdependence, world oil prices, U.S. economic grpatid U.S.
inflation rate can be used as a predictor of bapkiises in six Asian countries. This paper orgasinto four
sections: introduction, literature review, discossiand conclusion.

2. Literature Review
2.1. Financial CrisisTheory

The financial crisis is theoretically divided intbree generations. The first generation (1970)rsefe the
phenomenon of macro economic mismanagement byawergment. The second generation (1980) refertseto t
crisis as part of liquidity holder panic. The thgdneration (1999) shows the relationship betwhercorporate
sector, the banking sector and the government'savemnomic dynamics. This phenomenon is ofterrmedeto
as balance sheet effect in which a crisis couldiodce to the poor condition of the balance shffetts of the
economic sectors that spread influence each offraséntyantoko, 2008).

2.2. Indicators Of Banking Crisis

Many factors influence the occurrence of bankinges, such as the macroeconomic environment (Déiirg
Kunt and Detragiache, 1998; Hardy and Pazarbasid§i®9; Poghosyan and Cihak, 2008; Wong et al.0R01
banking fundamentals (Gonzalez-Hermosillo et &97; De Young et al., 1999, Tung et al., 2004; Ae2008),
institutional (Klomp, 2010; Wong et al., 2010), agidbal factors (Lestano, 2003; Zhuang and Dowk0g2).
The explanation of each variable is as follows:

A. Macroeconomic indicators

Systemic banking stress associated with the maonmegic environment such as low economic growthh hig
inflation, and high real interest rates. In addifidhe balance of payments crisis that is also dotm be
associated with systemic banking problems as tidieg Demirgtic-Kunt and Detragiache (1998, 2000220
2005). Inflation can be used as an explanatoryabéibecause it is likely to be associated witthhigminal
interest rates and therefore may be indicativehef groxy macroeconomic mismanagement, which adyerse
affects the economy and the banking system thraagious channels. In addition, the rate of deptamiais
used to test the hypothesis that the banking amsig be due to the risk of excessive foreign cuyegither in
the banking system itself or in the borrower's b@démirgiic-Kunt and Detragiache, 2005). Accordiogalvo
(1996; 2012), the ratio of M2 to foreign exchangserves is a good predictor of a country's vulrigalo
balance of payments crises. Government surplus@escentage of GDP presented the financing needseof
central government. This variable is used for twasons: first, the government underfunded and afeday
action to strengthen bank balance sheets, resulirg systemic crisis appears likely. Even as gowvemt
officials prepared to intervene despite budgetdiffies, people can not believe, and bank runs add/to the
problem early, turning it into a full crisis. Thecdnd reason is that the failure to control thegetdleficit can
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be a serious obstacle for successful financiakdilzzation. Wonget al. (2010) revealed that an economy with
weak economic fundamentals such as economic grahdtvs, inflation and high real interest rates, or
international trade competitiveness deterioratéufarce the emergence of initial shock that triggarsystemic
banking crisis. So it is with high foreign reser¢esmoney supply to foreign reserves) suggests tteetonomy
will be more vulnerable to currency speculatiorpésally for those countries that peg the exchaiate). The
threat of a currency crisis that led to the dev#dmaof the currency would stimulate investors tlo@ate the
asset portfolio of local assets (eg, local curredeposits) into foreign assets, which can caustesys bank
runs.

B. Internal Banking indicators

Hardy and Pazarbmglu (1999) revealed that the variables associateld thie banking sector can be used as
indicators of the banking crisis. Some of the iatlics used are the changes in bank deposit liabilds a
percentage of GDP, which indicates the existenadepbsit runs (large- scale withdrawal of deposits) a loss
of confidence in the banking system, or shrinkafj@ank balance sheets for other reasons. Furtherntioe
ratio of bank credit growth to the private sectorGDP reflects the massive expansion of the bankewor.
Other indicator is the changes in ratio of gros®ifpn debt to GDP that the proxy of the bankingtesys
dependence on foreign capital to fund its operatidimese measurements can be used to see theailitygto
sudden withdrawal of capital inflows. Furthermarardy and Pazarbaglu (1999) in his study found that the
variable bank deposits are likely to start to decin real terms before the banking crisis was anoced. This is
because of declining confidence in the domestikingnsystem and the real amount of deposits coatino
decline during the crisis. This decline contributedhe liquidity problems in the banking sector.

Uchenna and Okelue (2012) describe the componé@AMNIEL (Capital, Asset Quality, Management, Eagsn
and Liquidity) as an aspect of health bank assessr@apital adequacy is a key element in assessspealth
of banks. The main strength lies in the bank'steapCapital adequacy index shows the ability & Hank to
meet its obligations which is a form of confiderfoe banks to continue to run its business. The Endhe
bank's capital adequacy ratio shows increasingbblento meet its obligations so that the greaterrisk of
failure. Asset mix largely determines the amounbaik profits. The increasing risky bank assetd lga@ater
the risk of failure. In addition to the compositiohassets, debt composition also plays an importde in bank
soundness, usually measured by the ratio of shor-tleposits to total deposits. The higher the nagans that
the risk of experiencing withdrawal the bank in #ert term. Further feasibility and profitabilitgtios measure
overall bank performance. This aspect shows thigyabf banks to manage funds at risk and genepatdits
from its investment activities.

Poghosyan andihak (2008) argues that the early detection of simptoms of banking distress (financial
distress) will reduce the cost for recovery. Theeeech of Poghosyan aitihak (2008) using the CAMELS
variables as indicators to predict banking distrasd the results showed that the CAMELS can be ased
predictors of distress condition of a bank, white Aitman z-score, but the result is not as goodising the
CAMELS. The finding of Hardy and Pazarbasioglu (@P%tudy related variables showed that the banking
sector deposits in banks tend to start fallingeal terms before the banking crisis is fully redagd. This is
because due to the decline of confidence in theedtimbanking system, and continued to fall duthm crisis.
Wonget al (2010) adopt research Hardy and PazarbasiogRB(11999), which found that the banking financial
pressures are leading indicators of the Asian tirmrerisis. It is also driven by the empirical uéés of Rojas-
Suarez (2001), who found that the micro-level dataiseful for predicting the banking crisis. Furthere,
Diamond and Dybvig (1983), Allen and Gale (2000g4&icke and Weber (2006) showed that a bank failure
could pose a threat of suffering a systemic bankimgugh a contagion effect in the banking sec@her
arguments about the importance of the bank's iaténdlicators proposed by Worgg al. (2010), most studies
have tried to explore the determinants of bankinges from a macroeconomic perspective, which esipba
the use of macro data. Based on this perspectamkitg distress is assumed to come from macroecianom
problems, such as low output growth or excessivemayncsupply. This is contrary to empirical eviderme
Rojas-Suarez (2001) show that bank-level datase akeful for predicting empirically banking difiiities.
Similarly argument was also put forward by Demirgdimt and Detragiache (2005), with further explainkat

the use of bank-level information to predict bagkétistress as well as new developments in research.

C. Ingtitutional indicators

Demirgiic-Kunt and Detragiache (1998) explains timstitutional factors are important in explaininget
indicators of banking distress. There are threacatdrs to describe the institutional factors tfiaancial
liberalization, institutional quality, and deposiisurance. The higher level of financial liberatiaa, would
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increase the opportunities for banks because itimenease the risk of fragility of the banking sectOn the
other hand, with good institutional quality, thesm of banking regulation and supervision will lere
effective so that the possibility of a banking izrilbecomes lower. The Independence of central batikating
bank regulatory and supervisory functions of arepehdent and effective because there is no inggréerfrom
other parties. So, with a good institutional gyalihe system of banking regulation and supervisidhbe more
effective and the possibility of a banking crissslower (Demirglic-Kunt and Detragiache, 1998). €ukian
(2011) explained that the position of the centr@hlbas a monetary policymaker has important rolenadin
economy is in crisis. With independent central basiikallows the recovery of the crisis more quigkbecause
without government intervention the central barddsier to control inflation surged due to the sri€entral
bank independence can be attributed to the ahfithank supervision and regulation more effectivahyd
efficiently. Theoretically, Barttet al. (2002) revealed that the presence of regulatndy supervisory practices
that force banks conduct independent accurate rivdtion disclosure, empower private sector monitpiaf
banks, and incentives to encourage the privat@isacorder to take control of the best compan@ebdost the
performance and stability of the banking system.

D. Global Factor

Related research global factors as predictorsisiscshown by Eichengreen and Arteta (2000) byzinid the
growth of world oil prices, U.S. interest rate, @dECD GDP growth. The results showed that all tivaaéables
are not significant global factors as explanatoanking crisis. Global factors would indicate stidelly

significant value when used as explanatory vargblfethe currency crisis, as shown by Kamin, Sdeinend
Samuel (2001), in particular the U.S. interest,rated OECD GDP growth variables. Neverthelessrélselts
are not significant of the three explanatory vadaaton the currency crisis remains were foundpdated by
studies Edison (2003). Lestano (2003) utilize th8.Unflation rate, output growth in the OECD, ahd terms
of trade as a global indicator to explain the bagkirisis. Research results showed that all thrpéapatory
variables has no impact on the banking crisis. Bguand Dowling (2002) using 4 variable factors,t thee
global oil prices, the exchange rate of JapanesédUy8. dollar , the real U.S. interest rates , l&&nomic
growth as explanatory variables in the Asian finahcrisis. Zhuang and Dowling (2002) explains thia

recession abroad can be transmitted to the domestinomic and causing a recession in the counfitye

increase in oil prices could threaten the domestide balance position. The increasing real wantdrest rate
will cause capital outflow, thus threatening thewgosition in the country. For many East Asianntoes, the
depreciation of the Japanese yen/U.S. dollar cocalce another country's currency under pressusi: fidsults
showed that the exchange rate of Japanese yerdbll&: can be used as a predictor of financialigrishere
the depreciation of the yen/U.S. dollar increaseslikelihood of distress in Asian economies, while other
global variables are not significant.

3. Discussion

This study analyzes the banking crisis in 6 Asianntries consisting of two developed countries sasldapan
and India, and four developing countries such a@oresia, Malaysia, Philippines, and Thailand duting
period 1999-2012. Banking crisis variable as th@edeent variable was measured by following binary
measurements made by Demirguc-Kunt (1998), whieetkplanatory variables consist of the real GDRvijtp
inflation, money supply, real interest rates, Calpidequacy Ratio (CAR)1 equity shareholders/tatsgets,
CAR?2 shareholders' equity/total loans, asset gudiguidityl, liquidity2, financial liberalizationcentral bank
independence, institutional quality, world oil m#& U.S. economic growth, and U.S. inflation. Above
explanatory variables representing the macroeconeariables for real GDP growth, inflation, moneypply,
and real interest rates; internal bank variableth \BAR1, CAR2, asset quality, and liquidityl, lidity2;
institutional variables by financial liberalizationentral bank independence, and institutional iguydinally,
global factors indicated by the world oil pricesSUeconomic growth, and U.S. inflation. Data web¢ained
from data published by the IMF in the form of IRSIE Financial Statistics), World Bank, Asian Deveioent
Bank (ADB) , and each website of the central bataites the object of research. Furthermore, the wdeta
processed using logit analysis.

The results as showed in tables 1. indicate tieattare nine variables that can be used as presiimt banking
crises in Asia, and those variables is the real @@®th (X1), inflation rate (X2), asset quality (X, liquidity2
(X9), financial liberalization (X10) , central barikdependence (X11) , world oil prices (X13) , tbeS.
economic growth (X14) , and the U.S. inflation réxd5) .
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Table 1. Banking crisis prediction variables

Variables K oef. Sign.
X1 -0,398 0,054
X2 0,402 0,029
X7 -30,313 0,018
X9 23,081 0,01Q
X10 -2,741 0,029
X11 -5,343 0,001
X13 -0,067 0,081
X14 2,056 0,013
X15 -1,315 0,078

Sources: Data are processed by autho

3.1. The Effect of M acroeconomic Variables

Macroeconomic conditions represented variable emingrowth and the inflation rate based on the Itesaf
this study can be used as predictors of bankirgesriThe real GDP growth has negatively affectbireking
crisis. This may imply that the current economiowgth is represented by the real GDP growth hasedsed the
likelihood of a banking crisis increases. Low eamimgrowth indicate a slowdown in economic activitgth
real sector and the financial sector, of course Wil impact on the banking sector. When the seaitor growth
slowdown, the production will be hampered and affect the banking sector as a financial institufi® serving
of the financing. The impact on the banking seiddikely breakdown of the credit facilities gradtby the bank
to the real sector actors. The results are comsistéh the findings Demirglic-Kunt and Detragiaoti®98,
2000), Hardy and Pazarbasioglu (1998, 1999), B#ck. (2006) , and Wongt al (2010) which showed that
banking distress is usually preceded by a slowdiovatonomic growth.

The variable inflation rate has a positive effetttioe banking crisis. It has meaning that high#aiion rate, the
greater the probability of a banking crisis. Theghinflation rate shows a high economic cost. Higlation can

be attributed to the high nominal interest ratedsese conditions can be detrimental to the economaythe
banking system through various channels. Theseanfisdare consistent with research Demirgiic-Kunt and
Detragiache (1998, 2000), Hardy and Pazarbasiddag, 1999), and Wonet al. (2010) which revealed that
banking crisis preceded by deteriorating economi@iions indicated by the high rate of inflation.

This economic growth and the inflation rate vareshis a representation group of macroeconomic asaand
the findings of this study reinforce the first geat@n crisis theory (first generation model) whigxplains that
the crisis caused by the deteriorating economiddnmentals.

3.2. Internal Banking

Internal Banking variable is represented by thealde banking asset quality and liquidity as thedictor
variables significant banking crisis. The assetligu&ariable has negative effect to the bankingtse crisis
prediction. It means that the worse the qualitytted asset, the higher the probability of a bankingis.
Poghosyan and’ihak (2008) suggests that asset quality indicapdey an important role in early warning
models of banking crisis, especially the model tfeatuses on medium and long-term periods. The highe
proportion of loans to assets indicates the higis&rof loan portfolio. Gonzalez-Hermosill al. (1999) argued
that a sound banking could turn into a failed bagkidistress). The condition can occur when barake mon-
performing loans which is quite large. NPLs is likeaused by previous banking investment decisars may
also be affected by changes in economic conditisnghe high level of non-performing loans. Resaftshis
study support the findings of Gonzalez- Hermosii@l. (1997), De Youngt al (1999), and Arena (2008).

Liquidity variable has positive influence on thebpablity of banking crisis. It is clear that thehér liquidity of
banks is shown by the amount of loans to depoaiis indicates the higher possibility of a bankcirsis.
Gonzalez-Hermosillet al. (1999) revealed that when the banks get highrmelmans, may indicate that the
bank's revenue comes from high-risk loans. Spraedifference between lending and deposit ratetifates
that high-risk banks take loans. Banks with higsk rehould provide more types of deposits are stahb
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provide ample liquidity to face withdrawals mass$ye
3.3. Institutional indicators

Institutional indicators represented by of instdoal quality, financial liberalization and centrdlank
independence. The results of this study showedttieatvariables of financial liberalization and eahtbank
independence can be used as predictors of bankig. &inancial liberalization variables negativelffect the
likelihood of a banking crisis. This may imply thtae higher the level of financial liberalizatios measured by
domestic credit to the private sector to GDP, thgs|probability of a banking crisis. Demirgiic-Kuarid
Detragiache (1998) revealed a positive relationdi@pveen financial liberalization with the posstiilof a
banking crisis. The higher the level of financilkkalization, it will increase the opportunities banks because
it can increase the risk of fragility of the bardgisector. However, this effect being opposite ifteong
institutional environment and the level of corraptiis low. Angkinandet al (2010) strengthens the argument
above with their finding on a U-shaped relationshgtween liberalization and the possibility of asist
Research results show that the power of regulatioth supervision to determine the relationship betwe
liberalization and banking crisis. Therefore, whrgulation and supervision are very weak, it i®ljkto
increase with the liberalization of the bankingsizi In other words, the better quality of regaatiand
supervision, the possibility of a crisis likely Witlecline with liberalization. The results also dom the
findings Komulainen and Lukkarila (2003), Jedididagimension (2011) which showed no negative eftdct
institutional quality on the likelihood of a crisis

The results of this study revealed that centrakliadependence variable negatively affects thdiliked of a
banking crisis. The more independent the centrakl a country, the less likely the occurrencebahking
crises. Independence of the central bank indicdiark regulatory and supervisory functions of atependent
and effective because there is no interference fotmer parties. So, with good institutional qualittyen the
system of banking regulation and supervision tonoee effective and the possibility of a bankingisribecome
lower (Demirglic-Kunt and Detragiache, 1998). Cukian (2011) explained that the position of the @driank

as a monetary policymaker has a big role when anaruy is in crisis. The independent of central baldws
the recovery of the crisis more quickly, becausthavit Government intervention the central bankegesier to
control inflation surged due to the crisis. ReskaBarthet al. (2002) found no empirical evidence about the
relationship between the power of supervision agulation (supervisory power) with the ability tathstand
the crisis. But in a recent study of Baghal (2013) argue that previous findings, and revkat there is a
strong relationship between the ability of the calribank supervision by the financial crisis. Therenrigorous
supervision of the possibility of a financial csds getting smaller (Bartht al, 2013). The Study of Klomp
(2007) distinguished the sample between developed developing countries. The results show a negativ
relationship between central bank independence Wiitlancial instability. Furthermore, if the sample
differentiated between developed countries and Idpu® countries, the relationship between centrahk
independence with financial instability in develdpeountries is much more powerful. Research Klo&(0{)

is not only a measure of the banking system, lzat ather financial systems.

The arguments over the independence of the cérdrdd's have negative relationship with financiatability is
also corroborated by research(ihak et al (2012) which describes the results of previoseaech (Dan, 2010;
Lau, 2010; Levine, 2010; Merrouche and Neir, 2Cdrj Barthet al, 2012) which showed that the weak factor
in the regulation and supervision as a cause ofjthieal crisis lately. Another interesting finding the study
Cihak et al (2012) is the differences between the countmesrisis and no crisis, in terms of regulation and
supervision. The countries that do not crisis hewtrict supervision of central bank in the banlgegtor, while
countries in crisis have a weak regulatory funiand supervision of central bank.

3.4. Global Factor

The use of global factors as predictors of bankimggs is one form of renewal in this study. Invives studies,
global factors used to predict the financial crisigh as Eichengreen and Arteta (2000) as wellhasuzy and
Dowling (2002) or for the exchange rate crisemasaminet al (2001) and Edison (2003). Lestano et al. (2003)
in his research that predicts the exchange radeschianking and debt using the same variablesifthet global
factors do not provide an important role in thedicgon of banking crises, but only affect the po#idn of the
exchange rate crisis. The study results refutdititings of Edison (2003) showed no effect of aitps on the
exchange rate crisis prediction.

Eichengreen and Rose (1998) emphasizes the exfantats that world economic growth and the retdrigst
rate is linked to the crisis in developing courgri@heir findings suggest that while growth in therld
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economy (represented by the OECD economic growdijggslowdown, the crisis is taking place in depéahg
countries. Tightening of credit in industrializeduntries also play an important role in financiéficulty
experienced by developing countries. As evidernightening monetary policy by the United States goxeent,
be the causes of the crisis in Mexico in 1994. Hmxemany researchers ignore global factors asobribe
causes of the crisis, a few literatures that castbeied to explain the impact of global factorstio® occurrence
of banking crisis.
Research of Eichengreen and Rose (1998) suggestshére is a strong influence on the economievtiroate
in OECD and the possibility of a banking crisist ln a subsequent study Eichengreen and Arteta0j200
showed slightly different results which found wdaKuence of global factors the Asian crisis in 99 his
suggests that credit tightening in the U.S. andes&uwropean countries are less influential on thedil going
on in Asia. These findings refute earlier findingsrthermore, Mendis (1998) in Eichengreen andtar{2000)
noted that the influence of global factors to tleking crisis was depend on exchange rate systepted
which allows for action or no protection to domedtanks over crisis shocks.

Research Eichengreen al. (2012) provide further evidence on the role ofbgliofactors as predictors of bank
risk. Research results explained that the posilofi a banking crisis can be explained by glolaitdrs if the
period of observation in a state of calm (tranqetiod). The Implications of these findings, thaere is
significant difference between the period of obadon in a quiet period with an unstable periods@ttied
period). These results indicate that the globatofagroup represented by the variable oil pricég U.S.
economy growth, and the U.S. inflation rate coudphdicantly be used as a predictor of the banldrigis.

World oil price variable is measured by the the nge of world oil prices have a negative effect be t
likelihood of banking crisis. This means that thighier the oil price, the lower probability of a lkémg crisis.
Reasoning of this study, that the countries inrdggon to benefit dominant over the rising oil pscso that the
possibility of a crisis has weakened due to rigiigorices. Trade data (exports-imports) states seave as the
object of this study indicate that all countriexdgpt Japan and India) to record transactions onnuadity
exports of oil (ADB, 2013). In fact, Indonesia addlaysia are always trade balance recorded a suvalue on
this commodity.

U.S. economic growth in the current study had dtpesinfluence on the likelihood of banking crisiShese
results provide evidence that the unsettled pesfatbservation as suggested by Eichengedeai. (2012) where
the influence of global factors would indicate tigposite result tranquil period that tends to affematively. If
related to trading, increased U.S. economic graxathactually encourage the likelihood of bankirigisiin this
region. The improvement in the U.S. economy ing@isahat the products produced by the U.S. will loved
out of the U.S. One of the main goals of U.S. etpig Asia market. Meanwhile, U.S. consumption ii
dominated by the products of higher quality dugh® improvement in U.S. economic conditions. Gowafth

better quality usually result from better technglo§o far, more European manufacturers produceodupt
better than the manufacturers in Asia. Then, itscafthe consumption of Asian products smaller (dases)
from those of European products. Finally, it wiifluence the banking sector of the Asian countries.

U.S. inflation has a negative effect on the liketld of banking crisis. These results also providdence that
the unsettled period of observation as suggesteHithyengreeret al. (2012) where the influence of the U.S.
inflation variable that represents the global festeould indicate the opposite result tranquil perihat tends to
influence positively. Arguments over the studylsdfngs, that the increase in U.S. inflation refledeclining
economic conditions of the country as indicatedHgydecline in the real value of income earned. falién the
level of the U.S. economy pushed the U.S. to chéimgeonsumption patterns of consumers for quplibgucts
(European products) to lower quality products (jpicid Asia). In effect, an increase in U.S. demadtlie
products of Asia and the Asian economic growth ahitducing the likelihood of banking crises in Asia
U.S. inflation is related, has been a lot of resledhat shows a positive relationship between ésterates and
inflation. Eichengreen and Rose (1998) has actuadlyn documented literature of Calebal (1993) which
describes the sensitivity of capital flows (capftalv) to changes in world interest rates and tlimjpact on the
possibility of bank risk. The results could be expéd by using a positive relationship betweernréserates and
inflation. If the rise in the U.S. inflation thenlfowed by the rising of interest rates. An incieas U.S. interest
rates could reduce the influx of foreign funds {tpinflow) to the domestic as well as encouraggital
outflow to the U.S., and its became a problem tmks in Asia.
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4. Conclusion

The banking crisis in Asia can be predicted throtigh first, the economic fundamentals that the @BP

growth has declined, the higher the rate of inflatiSecondly, through the internal banking conditihose are
bank's asset quality conditions and liquidity. @hithrough the institutional indicator, they are tlevel of

financial liberalization and the independence & tentral bank. Finally, influenced by global fastéhat is
world oil prices, economic growth in the U.S., ahd U.S. inflation rate.
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