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  1. INTRODUCTION  
Digitalisation has transformed all aspects of human life... 
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Normal Leverage Level 

Turning Point/Revearsal Point (Outbreak of Crisis) 
Good times (accumulation of systemic 
risk), phase of increasing leverage with 

excessive optimism – leveraging 

Bad times (materialization of systemic 

risk), phase of deleveraging with 

excessive pesimism – deleveraging 

Time 

Signal to activate 

macroprudential policy: 

forward-looking indicators, 
such as credit gap and property 

price gap 

Discontinous change in marginal risk 

of financial stability, such as 

financial market indicators (credit 
spreads and CDS spreads) and 

market liquidity indicators  

Signal to end support policies: 

current indicators, such as default 

rate, NPL ratio, provisioning rate, 
lending conditions) and financial 

market indicators 
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1. INTRODUCTION  

Digital Technology shares huge opportunities and 

outstanding challenges in the financial system.  
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3.THE RESILIENCE OF ISLAMIC BANKING 
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Source: Ascarya et al. (2014) 



3. THE RESILIENCE OF ISLAMIC BANKING 
 

EXOGENEOUS TURNING AROUND 

Exogeneous trigger 

STABLE FINANCIAL STRUCTURE 

High investment, r > i 

Good market multiplier 

High profits 

Asset price inflation 

Stories 

Wishful thinking 

Overconfidence 

Information cascades 

Wealth effects, 

increased value of 

collateral 

Pure speculation 

Fraud 

Collapse of investment, r < i 

Asset price deflation 

Demand deflation 

Destruction of collateral 

FRAGILE FINANCIAL STRUCTURE 

High losses 

Information cascades 

Non-performing loans 

Fire sales 

Panic 

Credit rationing 

Hoarding of liquidity 

Wage anchor breaks 

Goods market deflation 

Complete collapse 
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Source: Detzer and Herr (2014) 
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The Optimum Level of Intermediation in the Banking Sector  



4. THE LINK BETWEEN  

FINTECH DEVELOPMENT AND RESILIENCY 

The Optimum Level of Resilience in the Islamic Banking  



4. THE OPTIMAL LEVEL OF RESILIENCE 

No 
Unit of 

Measurement 

Conditional Criteria 

Threshold Level of 

Resilience  

Threshold 

Level of 

Crash  

Threshold 

Level of 

Stagnation  

Individual Variables 

1 

Non Performing 

Financing (NPF) 

(%) 

2.86 < NPF < 3.94 NPF > 3.94 NPF < 2.86 

2 
Return on Assets 

(ROA) (%) 
1.69 < ROA < 2.05 ROA > 2.05 ROA < 1.69 

3 
Capital Adequacy 

Ratio (CAR) (%) 
14.35 < CAR < 19.33 CAR > 19.33 CAR < 14.35 

4 
Liquid Asset (LA) 

(Ratio) 
0.21 < LA < 0.26 LA > 0.26 LA < 0.21 

5 DRR (%) 9.28 < DRR < 10.26 DRR > 10.26 DRR < 9.28 

6a 
Time Deposit (TD) 

(%) 
6.42 < TD < 7.19 TD > 7.19 TD < 6.42 

6b 
Financing Margin 

(FM) (%) 
16.04 < FM < 17.11 FM > 17.11 FM < 16.04 

7 

Gap Financing to 

Depoit Ratio 

(GFDR)  

-3.73 < FDR < 2.30 FDR > 2.30 FDR < -3.73 

8 
Financing Deposit 

Ratio (FDR) (%) 
91.36 < FDR < 97.21 FDR > 97.21 FDR < 91.36 

9 

Financing to Gross 

Domestic Product 

(FGDP) (Ratio) 

0.12 < FGDP < 0.16 FGDP > 0.16 FGDP < 0.12 

10 
Gap Gross Domestic 

Product (GGDP) 

-391.01 < GGDP <     -

546.22 

GGDP >       

-546.22  

GGDP <         

-391.01 

11 
Net Profit Margin 

(NPM) (%) 
1.27 < NPM < 1.85 NPM > 1.85 NPM < 1.27 

12 
Cost Income Ratio 

(CIR) (%)  
76.69 < CIR < 79.24 CIR > 79.24 CIR < 76.69 

13 
Operating Expense 

Ratio (OER) 
 0.58 < OER < 0.63 OER > 0.63 OER < 0.58 

14 

Overhead Cost 

Operating Ratio 

(OHCPO)  

0.05 < OHCPO < 0.06 
OHCPO > 

0.06 

OHCPO < 

0.05 

 



INOVATION RESILIENCE 

1. Promote Innovation in 

Financial Sector  

2. Promote Economic 

growth by utilizing digital 

technology 
  

  

1.Maintaining Monetary Stability 

2.Maintaining Financial System  

   Stability 

3.Sound, strong, and efficient payment 

   system 

 4.Mitigating risk and  

    consumer protection 
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5. THE WAY FORWARD 

Balancing Approach by Promoting Finctech Development 

while Maintaining Financial Resilience 
 

Balancing Innovation &Resilience 
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