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Abstract- Financial distress is a condition in which a company experiences financial difficulties that may lead ultimately lead to
bankruptcy. For banks, such conditions require prompt and effective intervention to prevent further deterioration. This study aims
to assess the financial distress of PT Bank NTT over the period 2020-2023 using the Altman Z-Score and Zmijewski models. The
analysis using the Altman Z-Score model indicates that PT Bank NTT is in the grey area, suggesting a moderately unhealthy
financial condition. In contrast, the Zmijewski model reveals that the bank is experiencing a more severe level of financial distress.
A comparative analysis of the two models shows that, while the Altman Z-Score signals instability, the Zmijewski model provides a
more conclusive indication that PT Bank NTT is at a high risk of bankruptcy. The findings of this study indicate that overall, PT
Bank NTT is at high risk of financial distress and requires immediate strategic measures to ensure the sustainability of its
operations.
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l. INTRODUCTION Province that plays a strategic role in supporting
regional economic development. As a regional
bank, PT Bank NTT, Tbk faces financial risks
similar to those of conventional banks, particularly
in managing its credit portfolio. Based on Law No.
13 of 1962 concerning the Principles of Regional
Development Banks, such banks also play an
important role in supporting the local economy by
providing easier access to finance and promoting
financial inclusion. Financial data from PT Bank
NTT, Tbk obtained from the financial statements
for the 2020-2023 period shows fluctuations in
several key indicators, such as total assets, total
liabilities, equity, and net profit. Specifically, this
financial data indicates a significant decline in net
profit, an increase in debt obligations, and equity
growth that is not proportional to the growth in
assets. PT Bank NTT’s net profit fell drastically
from IDR 236 million in 2020 to IDR 110 million
in 2023. This condition serves as an early indicator
of potential financial distress that requires serious
attention to ensure the company’s operational
sustainability.

Financial distress is a condition in which a
company experiences serious financial difficulties
that threaten the continuity of its operations. This
situation is often characterized by the company's
inability to meet its financial obligations, such as
debt payments or other liabilities to creditors and
suppliers. If not properly managed, financial
distress has the potential to escalate into
bankruptcy, which can harm all stakeholders.
Therefore, it is crucial to understand the level of a
company's financial distress in order to identify the
extent of its risk and enable early preventive
measures to be taken.

The Altman Z-Score and Zmijewski models
are two commonly used approaches for assessing a
company’s financial health, including in the
banking sector, by focusing on liquidity,
profitability, leverage, and activity ratios. Although
similar, these two methods differ in the
components and focus of the ratios they employ.

PT Bank NTT, Tbk is a Regional
Development Bank (BPD) in East Nusa Tenggara
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II. LITERATURE REVIEW

2.1. Financial Statements

Financial statements are representations of
a company’s condition at a specific point in time
(typically for a single accounting period) and
provide an overview of the financial position
achieved by the company during that period.
Financial statements reflect the financial condition
of an entity either at a specific moment or over a
certain period. These documents are prepared for
various purposes, including internal evaluation by
management. For example, quarterly or semi-
annual financial statements can be used to monitor
the company’s performance periodically. In
addition, financial statements are required to meet
external reporting needs, such as those of
shareholders, tax authorities, or financial
institutions [1].

2.2.  Types Of Financial Ratios

Financial ratios are essential tools for
assessing a company's financial condition and
performance. Commonly used financial ratios are
generally categorized into four main groups:
profitability ratios, liquidity ratios, solvency ratios,
and activity ratios. Profitability ratios are used to
measure a company's ability to generate profits.
Liquidity ratios assess a company's capacity to
meet its short-term obligations. Solvency or
leverage ratios evaluate the extent to which a
company finances its assets through debt.
Meanwhile, activity ratios aim to measure how
efficiently a company utilizes its assets to generate
revenue.

Each type of ratio consists of specific
indicators. Profitability ratios include ROA (Return
on Assets), ROE (Return on Equity), GPM (Gross
Profit Margin), OPM (Operating Profit Margin),
and NPM (Net Profit Margin), which reflect a
company’s ability to generate profits from its
assets, equity, or sales. Liquidity ratios consist of
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the Current Ratio, Quick Ratio, and Cash Ratio,
which measure a company's ability to meet its
short-term liabilities using current assets or cash.
Solvency ratios include DAR (Debt to Assets
Ratio), DER (Debt to Equity Ratio), Long-Term
Debt to Equity, Time Interest Earned, and
Operating Income to Liabilities, which indicate the
proportion of debt to assets or capital, as well as
the company's ability to pay interest and
obligations. Finally, activity ratios such as
accounts receivable turnover, inventory turnover,
working capital turnover, fixed assets turnover, and
total assets turnover assess how efficiently a
company's assets are utilized in its operations [2]
(Hery, 2020).

2.3. Types Of Financial Ratio

Financial ratios are essential tools for
assessing a company's financial condition and
performance. Commonly used financial ratios are
generally categorized into four main groups:
profitability ratios, liquidity ratios, solvency ratios,
and activity ratios. Profitability ratios are used to
measure a company's ability to generate profits.
Liquidity ratios assess a company's capacity to
meet its short-term obligations. Solvency or
leverage ratios evaluate the extent to which a
company finances its assets through debt.
Meanwhile, activity ratios aim to measure how
efficiently a company utilizes its assets to generate
revenue.

Each type of ratio consists of specific
indicators. Profitability ratios include ROA (Return
on Assets), ROE (Return on Equity), GPM (Gross
Profit Margin), OPM (Operating Profit Margin),
and NPM (Net Profit Margin), which reflect a
company’s ability to generate profits from its
assets, equity, or sales. Liquidity ratios consist of
the Current Ratio, Quick Ratio, and Cash Ratio,
which measure a company's ability to meet its
short-term liabilities using current assets or cash.
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Solvency ratios include DAR (Debt to Assets
Ratio), DER (Debt to Equity Ratio), Long-Term
Debt to Equity, Time Interest Earned, and
Operating Income to Liabilities, which indicate the
proportion of debt to assets or capital, as well as
the company's ability to pay interest and
obligations. Finally, activity ratios such as
accounts receivable turnover, inventory turnover,
working capital turnover, fixed assets turnover, and
total assets turnover assess how efficiently a
company's assets are utilized in its operations [2].
2.4.  Financial Distress

Financial distress refers to a situation in
which a company faces financial difficulties that
may potentially lead to bankruptcy. Without
effective managerial intervention, financial distress
can escalate into bankruptcy. Research on financial
distress began with Altman (1984) in the 1980s,
which provided empirical evidence on the ability
to predict a company’s future financial condition.
Altman (1984) developed the Z-Score model as a
tool to predict the risk of financial distress in
companies, and this model continues to be widely
used today [3].

Financial distress can be measured through
a quantitative approach using financial ratio
analysis, which aims to provide an overview of a
company’s financial health and the potential risk of
bankruptcy. In this study, two widely recognized
methods are employed to measure financial
distress: the Altman Z-Score and the Zmijewski
models. Although these two methods differ in their
approaches, each offers significant insights into
identifying potential financial failure, particularly
in the context of PT Bank NTT. The following
section explains these two methods in greater
detail.

I11. RESEARCH METHODS
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The research approach employed in this
study is a descriptive quantitative approach. This
study was conducted at PT Bank NTT for the
period 2020-2023. The data used in this research
are secondary data obtained from the financial
statements of PT Bank NTT for the 2020-2023
period. These data were sourced from the official
financial reports published on PT Bank NTT’s
official website [4]. The data collection technique
utilized in this study was literature review. The
data collected in this research required further
analysis in order to draw accurate conclusions.
Therefore, the data were analyzed using financial
distress analysis techniques through the application
of the Modified Altman Z-Score and Zmijewski
models.

IV. RESULT AND DISCUSSION

4.1.Financial Ratio Analysis
Table 1. Financial Ratio Analysis

BANK NTT FINANCIAL DATA FROM
BALANCE SHEET AND PROFIT AND LOSS
REPORTS

Ket Year

2020 2021 2022 2023

T Assets 14,7203 15,666,7 17,032,1 17,3524
56 43 20 44

T Liabiliti 12,6543 137328,5 14,4631 14,777,
es 43 35 77 75

T.Equity 206601 230820 256894 254816
3 8 3 9

Current 14,258,0 14,9994 16,355,9 16,963,8
Asset 63 51 60 02

Current  11,677,7 12577,3 12,852,6 13,261,4
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liabilities 63 07 42 82
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Retainet 515,793 537,308 651,405 561,941
Earning

Net Profit 236,289 228268 228931 110,151

EBIT 323,943 302,512 305,353 148,545

Sale 928,431 924,055 1,061,95 1,040,04
0 3

Debt 0.860 0.851 0.849 0.852

Ratio

3.26(X2) 0114 0112 0.125 0.106
6.72(X3)  0.148 0.130 0.120 0.058
1.05(X4) 0.171 0.182 0.187 0.181
Z-Score  1.58 144 178 174

Over the past four years, Bank NTT's assets
have grown from IDR 14.72 trillion to IDR 17.35
trillion, indicating positive financial expansion.
Liabilities have also increased but remain within
reasonable limits, reflecting relatively sound risk
management. However, net profit has continued to
decline, reaching only IDR 110.15 billion in 2023,
signaling profitability pressure. Although revenue
has remained stable, improvements in financial
management effectiveness are necessary. The high
debt ratio indicates a reliance on external
financing, which should be closely monitored.

4.2. Financial Distress Analysis Using the
Altman Z-Score Method

Table 2. Financial Distress Analysis Using the
Altman Z-Score Method

Category Grey Area Grey Grey Grey
Area Area Area

Year 2020 2021 2022 2023

6.56(X1) 1.15 101 135 140

During the period of 2020-2023, Bank
NTT's Z-Score consistently remained within the
grey area, indicating a financially unstable
condition. The scores fluctuated between 1.44 and
1.78, influenced by suboptimal performance in
working capital ratios, retained earnings, and
profitability.

Based on the calculation using the Altman
Z-Score method, PT Bank NTT Thk recorded Z-
Score values ranging from 1.44 to 1.78 throughout
2020-2023, placing the bank within the Grey Area
category. This zone suggests that the financial
condition is not entirely secure, although it does
not yet indicate distress. The year-to-year
fluctuations in the Z-Score highlight financial
instability, especially due to declines in 2021 and
2023. Key contributing factors to this instability
include working capital to total assets, retained
earnings, EBIT, and equity to total liabilities ratios.

Furthermore, both retained earnings and
EBIT showed signs of decline and volatility,
indicating pressure on the bank's profitability and
capital resilience. This instability is likely driven
by increased operating expenses, declining net
interest income, or deteriorating credit quality. To
move out of the grey area, Bank NTT must
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enhance its operating income, strengthen credit
risk management, and grow its retained earnings.
These findings align with the studies of Indah
Ariffianti (2022) and [5], which highlight that
firms in the grey area require strategic
improvements to avoid falling into financial
distress. A comprehensive evaluation of the bank's
financial structure is a crucial step toward
maintaining long-term financial stability [6].

4.3. Financial Distress Analysis using the
Zmijewski Method
Table 3. Financial Distress Analysis Using the
Zmijewski Method

Year 2020 2021 2022 2023

45  (0.072) (0.066) (0.060) (0.0290)

(X1)
5.7 4.900 4.849 4.840 4.854
(X2)
0.004 0.0049 0.0051 0.0054 0.0054
(X3)

X- 4.83 4.79 4.79 4.83
Score

Categ Financi Financi Financi Financia
ory al al al 1 Distres
Distres Distres Distres

During the period of 2020 to 2023, PT
Bank NTT consistently recorded positive X-Score
values above 4 based on the Zmijewski model,
indicating a persistent state of financial distress.
The absence of a downward trend toward zero
further underscores the sustained financial risk.
Despite minor fluctuations, the X-Score ranged
from 4.79 to 4.83, which was not significant
enough to shift the bank out of the distress zone,
reflecting continued financial pressure throughout
the period.

The fluctuations in X-Score were primarily
influenced by liquidity, profitability, and leverage
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ratios. The most critical factors exacerbating the
bank’s condition were the consistently negative
return on assets (ROA) and a high leverage ratio,
indicating a strong reliance on debt financing. To
improve its financial position, Bank NTT must
enhance its asset profitability, reduce debt burdens,
and strengthen liquidity through operational
efficiency and sound capital management
strategies.

4.4, Comparison of Altman Z-Score and

Zmijewski Methods
Table 4. Comparison of Altman Z-Score and
Zmijewski Methods

Year Z-Score Category
2020 1.58 Grey Area
2021 1.44 Grey Area
2022 1.78 Grey Area
2023 1.74 Grey Area
Year X-Score Category
2020 4.83 Financial Distres
2021 4.79 Financial Distres
2022 4.79 Financial Distres
2023 4.83 Financial Distres

The analysis results from both the Altman
Z-Score and Zmijewski models reveal differing
assessments of PT Bank NTT’s financial condition.
The Altman method places the bank within the grey
area (Z-Score range: 1.44-1.78), indicating a
condition that is not yet safe but also not
definitively in financial distress. In contrast, the
Zmijewski method consistently indicates financial
distress, as the X-Score values remained above 4.79
throughout the 2020-2023 period, signaling
sustained financial risk. This divergence 1is
attributed to the differing focus of financial ratios
utilized by each method. While the Altman model
emphasizes profitability and operational efficiency,
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the Zmijewski model places greater weight on
leverage and return on assets (ROA) [7].

The Altman Z-Score analysis suggests that
the bank is in a vulnerable position and requires
improved asset utilization and operating income to
move out of the grey zone. Meanwhile, the
Zmijewski model highlights a more urgent financial
concern, underscoring the need for a
comprehensive evaluation of profitability, solvency,
and liquidity.

These contrasting outcomes stem from the
distinct analytical frameworks of the two models.
The Altman Z-Score incorporates a broader range
of indicators, including liquidity, profitability, and
asset efficiency, resulting in more variable
outcomes. In contrast, the Zmijewski model uses
three core ratios that provide a sharper focus on
long-term financial viability. This study supports
the findings of [5][5], [8] who argue that the
combination of both models offers a more
comprehensive view of a company’s financial
health. Accordingly, applying both models
simultaneously can provide a solid foundation for
managerial decision-making aimed at preventing
future bankruptcy.

V. CONCLUSION AND SUGGESTIONS
Based on the results of the research

conducted, it can be concluded that PT Bank NTT
Tbk was in a financially wvulnerable condition
during the 2020-2023 period. The analysis using
the Altman Z-Score method shows that the
company consistently fell within the "grey area"
zone, indicating moderate financial health and a
potential risk of distress. Meanwhile, the
Zmijewski method revealed that PT Bank NTT
Tbk was in a state of financial distress throughout
the same period, as the X-Scores remained above
zero, suggesting a high risk of bankruptcy. A
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comparative analysis of both methods confirms
that while the Altman Z-Score identifies the bank
as being in a less healthy but not yet distressed
state, the Zmijewski model signals a more severe
financial condition.

To overcome financial distress and
strengthen financial stability, PT Bank NTT Tbk
should consider various strategic alternatives. Key
actions include improving its leverage ratio by
reducing dependence on high-interest debt and
increasing equity capital. This may involve debt
restructuring through renegotiation of financial
obligations, seeking more efficient funding
sources, and considering the issuance of corporate
bonds. The company should also focus on
enhancing profitability by improving operational
efficiency, optimizing interest income, and
tightening credit management to minimize default
risk and reduce the Non-Performing Loan (NPL)
ratio. Embracing digital banking services is also
essential to reduce costs and expand market reach.
Once financial conditions stabilize, PT Bank NTT
Tbk may consider a strategic expansion through an
Initial Public Offering (IPO) to attract investors
and strengthen its capital structure, while
maintaining  good  corporate governance,
transparency in financial reporting, and sound
financial ratios. For future research, it is
recommended to use other financial distress
prediction models such as the Grover and
Springate methods, and to incorporate additional
variables related to credit quality, such as the NPL
ratio, Loan to Deposit Ratio (LDR), and the CKPN
coverage ratio, to provide a more comprehensive
analysis of the bank's financial condition.

VI. REFRENCE

[1] R. P. Putri and V. K. M., “Laporan Keuangan:
Definisi, Pengaruh, Pihak yang Membutuhkan,

183

Business Innovation and Entrepreneurship Journal (BIEJ) is published under licensed of a CC BY-SA Creative Commons

Attribution-ShareAlike 4.0 International License.
e-ISSN : 2684-8945
DOI: https://doi.org/ 10.35899/biej. v7i3. 1017



http://ejournals.fkwu.uniga.ac.id/index.php/BIEJ
https://creativecommons.org/licenses/by-sa/4.0/
https://creativecommons.org/licenses/by-sa/4.0/

[5]

[6]

[7]

[8]

(BI\.J

Business Innovation and Entrepreneurship Journal

serta Tujuannya,” Kompas.com, 2022. .

Hery, Financial Ratio for Business, Analisis
Keuangan untuk Menilai Kondisi Finansial dan
Kinerja Perusahaan (, Edisi keti. Jakarta: PT.
Grasindo, 2020.

Qimyatussa’adah and L. (2018) Kumalawati,
“Analisis  Perbandingan Risiko Financial
Distress Antara Bank Syariah Dengan Bank
Konvensional di Indonesia.,” 2018.

Bpdntt.co.id., “Laporan Neraca,” 2024. .

N. Rialdy, “Analisis Prediksi Kebangkrutan
Dengan Menggunakan Metode Altman Z-Score
Pada PT. Adhi Karya (Persero) Tbk.,” urnal
Keuang. Bisnis, vol. 9, no. 1, 2017.

D. Arum Sari and P. Parulian, “Analisis
Perbandingan  Metode  Altman  Z-Score,
Springate, Dan Zmijewski Dalam Memprediksi
Financial Distress Pada Perusahaan Pariwisata
Dan Rekreasi Yang Terdaftar Di Bei Periode
2018 —2022.,” J. Econ. Bus. UBS, vol. 12, no. 1,
2023, doi:
https://doi.org/10.52644/joeb.v12i4.274.

N. A. Hamdani, G. A. F. Maulani, S. Nugraha, T.
M. S. Mubarok, and A. O. Herlianti, “Corporate
culture and digital transformation strategy in
universities in Indonesia,” Estud. Econ. Apl.,
vol. 39, no. 10, pp. 1-8, 2021, doi:
10.25115/eea.v39110.5352.

G. Abdul et al, “Information Technology
Resources and Innovation Performance in
Higher Education,” vol. 15, no. 04, pp. 117-125,
2021.

Volume 7 No.03 2025

184

Business Innovation and Entrepreneurship Journal (BIEJ) is published under licensed of a CC BY-SA Creative Commons

Attribution-ShareAlike 4.0 International License.

e-ISSN : 2684-8945
DOI: https://doi.org/ 10.35899/biej. v7i3. 1017



http://ejournals.fkwu.uniga.ac.id/index.php/BIEJ
https://creativecommons.org/licenses/by-sa/4.0/
https://creativecommons.org/licenses/by-sa/4.0/

