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Abstract. This study aims to investigate bankruptcy predictions with the banking sector using a bankometer. This study compares 

bankruptcy predictions between large, medium and small banks based on its market capitalization on the emerging stock market 

namely Indonesia Stock Exchange. The research data was obtained from financial reports between 2010-2018 from the sample 

banks. The results indicate that there are differences in bankruptcy predictions between large small banks and between medium 

and small banks. But there is no difference in bankruptcy predictions between large and medium banks. Furthermore, the results 

show that small banks have the smallest average bankruptcy predictions and large banks have the largest average bankruptcy 

predictions. 
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1. INTRODUCTION

Banks are one of the institutions that play an

important role in a country’s economy cycle, including 

Indonesia. Hence, bank failures can cause a disruption to 

the country's economy condition [1]. In result, it is 

necessary to identify the possibility of bank bankruptcy as 

early as possible as it may result in disruption of the 

country's economy and further impact the society at 

large. Bankruptcy itself is a condition where a company 

that is no longer able to operate its company properly 

due to a critical financial issue [2]. Financial difficulties 

are marked by the uncertainty of the company’s 

profitability and will usually be an early indicator of 

company bankruptcy [3]. To minimize the impact of bank 

failures, we need a system that can indicate early 

warnings of financial problems faced by banks. One way 

to predict bankruptcy is to analyze the company’s 

financial statements. With the analysis of financial 

statements, the management team can find out its financial 

position and can quickly determine the next strategies 

that they should take to avoid the state of bankruptcy. 

There are several methods that can be used to predict 

bankruptcy, but the researchers choose to use the 

Bankometer S- score method because its elements are 

specificallly tailored to the banking industry. The 

Bankometer S- score method is a method developed 

based on International Monetary Fund recommendations 

[4]. This method is also easier to be use and is more 

accurate. In addition, the process of developing this 

model is in accordance with the conditions of the 

banking system so that it can better illustrate the 

performance of a bank. This method is also used by 

a number of researchers to predict bankruptcy in the 

banking sector [5, 6, 7]. 

One of the most important factors to explore 

company performance is the company size [8]. A 

company that has a large market capitalization will have 

an impact on the company and will be more well-known 
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to the public. The more the company is known by the 

public, the higher stock price will increase so that the 

company gets capital gains and build a positive 

company's image. That way the company will have an 

easier way to get funds. In addition, the market’s 

confidence in the company will also increase. In other 

words, people in the society are more likely to trust a 

company with larger capitalization because they belive 

that the company is able to provide benefits and have 

future prospects. Company size is also a scale to classify 

a company into big, medium or small categories. The 

size of a company can be expressed by various proxies 

including assets, sales and market capitalization [9]. 

The urgency of this research is to see the relationship 

between bankruptcy predictions viewed from the 

capitalization of the bank. This is different from pasts 

researches which only calculate predictions per 

bankruptcy [5,7,8,]. This study aims not only to calculate 

bankruptcy predictions, but also to compare bankruptcy 

predictions between banks with large, medium and small 

capitalization. In addition, this study also aims to 

investigate differences in bankruptcy predictions of 

banks listed on the Indonesia Stock Exchange (IDX) 

using the Bankometer S-Score. 

2. LITERATURE REVIEW 

The Bankometer S- score model is a model used for 

evaluating the soundness of a bank with the Solvency (S- 

score) parameter developed based on the IMF 

recommendations [10]. Bankometer S- score is a 

comprehensive procedure developed based on the 

author’s initiative which makes the IMF 

recommendations (2000) as the basis for developing the 

model. The S- score bankometer was developed to 

measure vulnerability in financial institutions and is 

better than other models such as the Altman Z- score 

because the model is adjusted for the banking industry. 

This model was developed to improve bank’s 

performance and soundness, and it is hoped that this 

model can help the internal management team to avoid 

bankruptcy. This model is expected to help potential 

investors, account holders and bank management in 

making decisions and controlling the financial system to 

avoid the possibility of future financial crises. The 

Bankometer S- score method can be used to compare 

two different types of banks, namely Islamic and 

Conventional Banks in Indonesia, private banks, and 

public banks [11, 12]. 

We use Signaling theory in this research. Signaling 

theory emphasizes the importance of information 

released by company to support external parties’ 

decision to make an investment on the company. Signal is 

an action taken by the company to give hints to the 

investors about how the management team sees the 

company's prospects [13]. This is very important 

because the information basically covers descriptions, 

notes or a picture of the company’s past and future 

conditions for the survival of a company. It is important 

for the management team to report and disclose the state 

of their financial stability to external parties because it 

will affect investors’’ decision making. The results of this 

study, in regard to bank bankruptcy predictions, can be 

used as a signal to external parties both investors and 

customers about how the company's condition looks like 

and what is the differences in bankruptcy predictions 

between large, medium and small banks. Furthermore, 

the result of this study can be used as a differentiator 

between banks with strong and weak financial prospect. 

Bankruptcy will occur more quickly in a country that 

is experiencing economic hardship, which will trigger 

bankruptcy in companies that are already not in a stable 

financial state. Companies that are in a good position 

may also experience difficulties in meeting funds for 

operational activities caused by the country’s economic 

crisis (Winny and Luciana, 2005). Internal bank failures 

can be caused by giving customers too much credits, 

causing payment arrears until finally unable to pay, 

inefficient management caused by lack of ability, skills, 

experience, attitude of initiative from the management 

team as well as abuse of authority and fraud both by 

employees and top managers, especially when dealing 

with bank finance [15]. 

Bankruptcy predictions are known by several terms 

including financial difficulties, financial risk, bad credit 

and failure predictions [16]. The reason a company 

goes bankrupt is because of financial problems, fraud, 

disaster, negligence or economic problems [17]. 

Individuals who understand the importance of positive 

social interaction for themselves show individuals who 

have the cognitive where individuals’ cognitive is an 

important social capital for the economy [18]. Humans 

are viewed as the creators of objective social reality 

through an externalization process, just as objective 

reality influences people through the internalization 

process 

  

Hypothesis Development 

 

The indicators that imply a company is going 

bankrupt are declining in profitability, declining in 

market position, ability to pay off bad liabilities, high 

employee turnover or low morale, decrease in sales 

volume and value, dependence on debt and loss in 

operations. The more the company is known by the 

public, the higher stock price will increase so that the 

company gets capital gains and build a positive 

company's image. In addition, the market’s confidence in 

the company will also increase. The more activities that 

the banks have; the higher the risks that the banks will 

face; it can be said that the possibility of bankruptcy is 
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also higher. The greater the bank, the greater the 

managerial inefficiency will occur [19]. 

H1 = There are differences in ban kruptcy predictions 

between large, medium and small size banks in 

Indonesia. 

 

 
 

3. METHOD 
 

The population group of this research includes 45 

banking sector companies listed on the Stock Exchange. 

This study uses a purposive sampling method within the 

criteria of banking sector companies listed on the IDX, 

banking sector companies that publish annual financial 

statements for the period of 2010-2018, and companies 

that use the fiscal in December. Researchers use data 

pooling, which is obtained from company data listed on 

the IDX and within the period 2010-2018 [20]. 

he size of the company is indicated by the company’s 

market capitalization. The success of a company in 

utilizing managed resources can be seen through 

capitalization. The greater the market capitalization value 

of a company shows the easier it is for companies to get 

working capital in the form of funding. Market 

capitalization provides an illustration for investors about 

the strength of a company that encourages investor 

interest to include the company's shares in its portfolio 

[23]. 

Market capitalization is divided into 3 groups: large 

capitalization (big-cap), medium capitalization (mid- 

cap) and small capitalization (small-cap) [24]. 

Companies with large capitalization are companies that 

have a market capitalization of greater or equal to Rp. 5 

trillion. Companies with medium capitalization are 

companies that have a market capitalization of greater or 

equal to Rp. 1 trillion to less than Rp. 5 trillion. While 

companies with small market capitalization are 

companies that have a capitalization of less than Rp. 1 

trillion [25]. This study Kruskal Wallis test which is an 

alternative to the One Way ANOVA test [26]. 

 

4. RESULT AND DISCUSSION 
 

Data used in this study is secondary data which are 

annual reports of banking institutions registered in the 

IDX using data form year 2010-2018 with total of 45 

companies which were then categorized into 3 groups, 

which are big, medium and small. The size of the 

company is determined based on the market 

capitalization of the company, if the company has market 

capitalization of greater than or Rp. 5 trillion then it will 

be categorized as big company. Companies with medium 

market capitalization are those with market capitalization 

greater than or equal to Rp. 1 trillion up to less than Rp. 

5 trillion and companies are categorized as having small 

market capitalization if the company has market 

capitalization less than Rp. 1 trillion. 

Descriptive statistics measurements were conducted 

to illustrate the phenomena or characteristics of the data. 

Below is the output of the Bankometer S-score 

descriptive statistive analaysis result for big, medium 

and small categories: 

 

Table 2. Descriptive Stats of Bankometer S-score 

 

 
Big Bank 

                                      
N  
183 

Min.  
94 

Max  
269 

Mean  
145,71 

Std. Dev.  
28,715 

Medium Bank 150 95 456 157,16 55,041 
Small Bank 39 121 379 179,89 54,537 

   S-score 372   94 456 153,91      45,104  

In table 2 it can be seen that overall the minimum 

value of bankometer S-score is 94, which belongs to a big 

bank. Maximum value overall is 456, which belongs to a 

medium bank. This shows that all banks are predicted to 

be in good condition as they are above the limit of 70. 

The average bankometer S-score for big banks is 

145.71 with standard deviation of 28.715, which 

means that the average for big banks is below the overall 

average bankometer S-score. The average bankometer S-

score for medium banks is 157.16 with standard 

deviation of 55.041, which means that the average for 

medium banks is above the overall average bankometer S-

score. In small category the average bankometer S- score 

is 179.89 with standard deviation of 54.537 which means 

that the average for small banks is above the overall 

average bankometer S-score. The highest bankometer S-

score average is in small banks, followed by medium 

banks then big banks. This shows that small banks have 

the smallest bankruptcy prediction average due to having 

highest bankometer S-score average and big banks have 

the highest bankruptcy prediction average due to having 

the lowest bankometer S-score. 
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  Table 3. Mann Whitney Test  

  Company Size Asymp. Sig. (2-tailed)   

Big – Medium 0,386 
Big – Small 0,000 
Medium – Small 0,000  
 

Based on table 3 it can be seen that big banks-

medium banks have the asymp. sig value of 0.386 > 0.05 

therefore it can be concluded that there is no significance 

difference between bankruptcy prediction of big banks 

and medium banks. For big and small banks the asymp. 

sig value is 0.000 < 0.05, therefore it can be concluded 

that there is significant difference between the 

bankruptcy prediction of big banks and small banks. 

Similarly for medium banks and small banks, the 

asymp. sig value is 0.000 < 0.05, therefore it can be 

concluded that there is significant difference between the 

bankruptcy predictions of medium banks and small 

banks. Bankometer model shows that there is no public 

bank registered in the IDX that is predicted to go 

bankrupt. Overall the banks have score above the 

standard limit of 70% which means that in the past 10 

years the banks in Indonesia are in good conditions and 

have strong financial positions over the period of 2010- 

2018. In the average difference tests conducted between 

the three categories, which are big, medium and small 

size, it shows that there is significant differences 

between bankruptcy predictions of big, medium and 

small banks. However, in the average tests between two 

categories only big banks and small banks and medium 

banks and small banks have the significant difference. 

There was not significant difference in bankruptcy 

prediction between big banks and medium banks. 

 
 

Table 4 shows that small banks have higher 

Bankometer score compared to big banks and medium 

banks. This is supported because small banks have 

higher capital-to-asset (CA) ratio than big banks and 

medium banks. This ratio is used to measure whether 

banks have enough capital to support its assets [27]. The 

higher this ratio the better the performance would be 

because the assets owned is financed with long term 

funds. Therefore it can be said that the performance of 

small banks is better than big banks and medium banks. 

This is in accordance with the bankometer score that 

shows small banks having better bankruptcy prediction 

than big and medium banks. Overall the CA ratio average 

is satisfactory since the result of this study shows that be 

it big, medium or small banks all banks are above the 

limit set by IMF which is 4%. It can also be seen that the 

equity to asset (EA) ratio of small banks is higher than 

big banks and medium banks. This ratio shows that the 

asset percentage of the company is financed by equity. 

The higher this ratio is, the lower the company’s 

leverage, which indicates smaller dependency on 

external party in terms of financing. Therefore, it can be 

said that small bank’s dependency on external party is 

smaller than big and medium banks. This becomes 

important since a company’s dependency to debt can be 

an indicator that causes bankruptcy. Overall, be it big, 

medium or small banks all banks have EA average 

higher than the limit set by the IMF which is 2%. 

Small banks have CAR value higher than big and 

medium banks. This shows that small banks are more 

efficient and stable because of its capacity to better fulfill 

obligation and risks such as credit, operational and other 

risks. In other words, small banks have better ability to 

cover risk of loss from its activities and to finance its 

operational activities [28]. Generally, be it for big, 

medium or small banks all have CAR average above the 

minimum limit of 8% and under the maximum limit of 

40%. 

Higher ratio of non-performing loan to total loan 

(NPL) indicates worse bank credit quality, which would 

result in bigger credit problems for the bank, which 

would subsequently result in higher probability of 

bankruptcy. This is due to many non-performing credit, 

which result in the bank being unable to receive interest 

payment from the credit and there will also be an increase 

in operational costs since collection would be needed and 

other costs would be incurred [29]. The result of this 

study shows that small banks have lower NPL compared 

to big and medium. From the results of this study it can 

be said that small banks are able to manage credit better 

than big banks and medium banks. Overall, average NPL 

for big, medium and small banks are all above the 

minimum limit set by the IMF, which is 15%. It can be 

seen that small banks have the highest 

cost to income (CI) average compared to big banks 

and medium banks. Cost to income is used to evaluate 

the bank’s ability in managing its operational business. 

This shows that big banks are more efficient in its cost 

management and resource allocation compared to small 

and medium banks. The lower the ratio, the better the 

performance of the company. Loan to asset (LA) ratio is 

the lowest for small banks, which suggest that small 

banks are in the most liquid condition. LA of big, medium 

and small banks are all under the maximum limit set by 

the IMF which is 65% which means the companies are 

all in liquid condition. The higher the LA, the lower the 

liquidity of the company. 

The results of this study suggest that the bigger the 
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banks, the lower the bankruptcy prediction score, or in 

other words the higher the chances for bankruptcy. This 

study suggests that the smaller the banks the better its 

condition would be. This is possible because small banks 

would possibly have smaller leverage, assets are financed 

more using long term fund, and its capital adequacy to 

cover loss and risks are also better compared to medium 

banks and big banks. Aside form that small banks also 

have better credit quality and liquidity compared to big 

banks and medium banks. This result suggested the more 

activities done by the banks, there would also be more 

risks surfacing [30]. This is also related to the allocation 

of credit since the function of banking is to gather and 

disburse funding. Banks with bigger size could not make 

profit from its product due to non performing loans, the 

high costs, and managerial inefficiencies [31]. 

The bigger the bank, the more complex it would 

become and it would also be under more scrutiny and 

control. This is related to the capital of baking because in 

order for there to be more supervision, technology is 

needed and therefore higher cost is required as well. This 

is related to CAR which is an indicator that evaluates the 

capital. Companies that are in developing stages would 

naturally require high fund for its activities and therefore 

the profit made from operational activities will be used 

for reinvestment activities and not to pay out dividend for 

shareholders [32]. This would result in negative response 

from the investors, which could cause the decrease in the 

company’s stock pricing in the stock market. In this case, 

capitalization is obtained from the price of the stock 

multiplied by the number of stocks available. Companies 

with small market capitalization size is still in the 

developing stages and this is also shown by the cost to 

income (CI) ratio that shows that the average CI in small 

banks is higher compared to big or medium banks. 

Despite higher CI ratio, overall the average bankometer 

score of small banks turn out to be the best. This suggests 

that small-sized banks are predicted to be in better 

condition. The result of this study can be a signal 

especially for investors when making investment 

decisions. 

Based on the results of this study, this suggests that 

overall be it big, medium or small banks average scores 

tend to be above the 70% score in the bankometer which 

indicates that all banks are in good condition and is not in 

the condition where it’s predicted to face bankruptcy. 

Due to that achievement, all banks need to maintain its 

bankometer S-score since this suggests that the banks are 

in very good conditions. However, more attention is 

needed since although all banks are in the range of good 

condition, but for big, medium and small banks they need 

to put more consideration into its ratios especially its CI 

ratio, in which all three categories of banks were unable 

to fulfill its maximum limit. Several other ratios need to 

also be taken into consideration since although the 

averages are all above the set limit, but there were also 

some banks that exceeded the maximum or could not 

fulfill the minimum limits set by the IMF. Therefore, it’s 

important for the banks to pay more attention to those 

ratios to prevent bankruptcy. Investors can also take the 

results of this study into consideration when making 

investment decisions whereby banks with bigger market 

capitalization does not always mean that the banks will 

have better bankruptcy prediction results. On the 

contrary, according to this study small banks have better 

bankruptcy prediction results, followed by medium 

banks and big banks in the last place. 

 

5. CONCLUSION 
 

Based on the results of this study, it can be concluded 

that there were differences between the bankruptcy 

predictions of big, medium and small banks. Significant 

differences were observed between big and small banks 

categories and medium and small bank categories. 

However, there was not significant difference between 

big banks and medium banks. Small banks have the 

lowest bankruptcy prediction compared to big and 

medium banks since it has better CA, EA, CAR, NPL 

and LA ratio than the other categories. yang 

Overall, the results obtained suggest that all three 

groups of banks have bankometer S-score above the 

limit of 70%, which means that all banks are in good 

condition or is not predicted to face bankruptcy. 

However, despite being in good condition, there are 

several banks with cost to income (CI) ratio lower than 

the limit set by the IMF. There were also several 

companies that exceeded other ratio limits, although in 

general the average shows to be within the limits set by 

IMF. 

For future studies, researchers can use and compare 

bankruptcy prediction models. The size of company used 

can also be developed, for example, using the total asset of 

the company, company income or the number of 

employees. Comparison can also be made using different 

stock exchange markets around the world. 
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