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For example, quantile regression essentially transforms a conditional distribution
function into a conditional quantile function by splitting it into segments. In OLS, modelling a
conditional distribution function of a random sample (y1, ..., yn) with a parametric function
m( ) where xi represents the independent variables, 3 the corresponding estimates and m the
conditional mean, can cause the following minimization problem:

n

BER ; (yi B “(xi’ B))Z (1

i=1

Obtains the conditional expectation function E[Y | xi] can proceed in quantile
regression. The central feature thereby becomes pt, which serves as a check function.

p ={t*xifx>0(t—1D*xifx <0} (2)

T

In quantile regression, one minimizes now the following function.

n

Betd pT(yi B E(xi' B)) (3)

i=1

Hence, in contrast to ordinary least square, the minimization is performed for each
subset defined by pt, where the coefficient of the tth — quantile is obtained with the
parametric function &(xi,[3).

To find out the optimal inflation threshold, the author applies two methods; firstly, the
optimal inflation threshold is found by dummy method, then used the OLS method below.

Voo = By # BX, 7 B0+ @)

where K is the optimal inflation threshold, b fis dummy variable and is defined as:
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D = {lifInf > KOif Inf <K (5)

The models are written when D is equal to 1 and D is equal to zero.

A A

{YGDP - B1 + BZX

A A

+ B3(D =1)+ siYGDP= Bl + BZX

A

+B, (D =0)+¢ (6)

Inf Inf
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Tabel 1. Summary of Operational Variables

Typ.e of Name Variable Definition Hypothes.ls Source of Data
Variable (Expected Sign)
Dependent Bank Z score Logarithm natural of bank z Lnbzs;, and Quarterly
score . Lnbzs,,, has Published Financial
Bank z score : ((return on positive influence Reports from the
asset/equity to asset (+) Financial Services
ratio)/sd return on asset) Authority
Independen  Bank’s specific variables
t Credit and Financing Growth of total credit and
Growth financing ((difference between CFGrowth (-)
totalCF, — total CF.,)/total CF,,,
Bank Size Logarithm natural of total asse’ LnBSize (-)

Return on Asset

Capital Adequacy
Ratio

Net Interest Margin
or Net Return

Capitalization

Efficiency

Loan Loss Provision

Profit before tax/Average Total
Asset (%)

Minimum Capital Requirement
(%)

Differences between interest
income minus interest costs (%
Total Equity/Total Asset (%)
Operational costs/operational
income (%)

(Loan loss provision of financia
asset / Total asset)

Macroeconomics variables

Economic Growth

Exchange rate

Interest rate

Inflation rate

Financial Inclusion

GDP growth rate (%)

Rupiah Exchange Rate
against US Dollar (Rp)

Interest rate (%)

Inflation rate (%)

Bank Branches/100.000
adult population in
Indonesia

ROA (+)
CAR (+)

NIM/NR (-)
ETA (+)

BOPO (-)
LLP (-)
GDPG (+)
ER (-)

IR (-)
Inf (-)
Fl (+)

Quarterly Publishe«
Financial Reports
from the Financial
Services Authority

Bank Indonesia

BPS

Bank Indonesia

Source: (Data processing)

Tabel 2. Descriptive Statistics

Conventional Banks Only

Variabel Mean Std.Dev Min Max
Bank z-score 10.537 15.198 -124.716 191.984
CFGrowth 13.021 1.814 7.448 18.304
ROA 1.788 1.535 -7.470 8.380
BS 81.600e+03 193.242e+06 394793 1296.898e+06
CAR 25.065 13.966 10.520 145.810
NIM 5.333 2.110 0.030 18.020
ETA 0.157 0.086 0.001 0.890
BOPO 83.718 14.959 30.170 180.620
LLP 1.6119 1.449 0.000 9.090

Islamic Banks Only

Variabel Mean Std.Dev Min Max

Bank z-score 14.271 24971 -2.516 181.297
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22.500e+03
20.265
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94.536
2.672

1.198

3.263
25.621e+06
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0.060
16.539
2.446

9.194
-8.090

1206294

10.160
0.860
0.032

60.400
0.460

15.280
12.730
101.118e+06
40.920
37.180
0.342
217.400
13.990

Captions for Figures must be placed underneath the artwork. Captions are in 12pt,
Centered. The placement of the caption below the art removes the chance that the figure and
the caption become separated across page boundaries (see Figure 1 and 2).
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Figure 1. Growth in Sharia Mutual Funds Amount and NAV in Indonesia
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Figure 2. Result of Impulse Response Function (IRF)
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The result and discussion section are the main part of the author's contribution to the research
by providing a report in the form of an explanation the findings of the research based upon the
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reviewed.
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