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RISK OF SUBSIDIARIES OF FOREIGN BANKS IN INDONESIA: IMPACTS OF
THE PARENT BANK ECONOMIC CONDITION

Etikah Karyani, Adhinda Ghinna, Grace Ester, Meta Yulianti,
Pricilia Adriana, and Rafida Alifa

Accounting Department, Indonesia Banking School
Jakarta, Indonesia
etika.karyani@ibs.ac.id

Abstract

In this study, we investigated the influences of the parent bank condition on the
total risk of foreign banks in Indonesia. We concentrated on the international
transmission of accounting risk through the internal capital market of
multinational banks. Accounting risk (total risk) is measured by the standard
deviation of return on assets. Our results suggest that the total risk of the parent
bank has influence on the subsidiaries’ total risk. We suggest these results
indicate a new channel of international risk transfer from parent bank countries
to host countries through foreign-owned banks.
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