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INTRODUCTION

The economic transformation of the Indonesia-Malaysia-Thailand Growth Triangle
over the past two decades has shown a much faster increase in financial sector activity
compared to the strengthening of economic resilience among working households. World Bank
data indicates that the ratio of domestic credit provided by the financial sector to GDP in
Thailand rose from approximately 101% in 2000 to over 168% in 2023. The same ratio in
Malaysia rose from about 126% to over 134% during the same period. This increase in credit
indicates that the region’s economic growth is becoming increasingly reliant on domestic
financing and the expansion of financial sector leverage (Intharak et al., 2022). This trend was
not fully accompanied by an improvement in labor market conditions, as World Bank data
indicates that vulnerable employment in Indonesia remained above 55% in 2000 and was still
around 27% in 2023. This means that the majority of workers are still in jobs with unstable
incomes and weak social protection (Agusalim et al., 2026). This situation indicates that growth
in the financial sector does not automatically strengthen the economic resilience of the working
population. The imbalance between financial expansion and the quality of employment is
beginning to increase the economic vulnerability of households in the IMT-GT region (A et al.,
2024).

This pressure becomes increasingly evident as households’ ability to build long-term
savings begins to weaken. World Bank data shows that gross savings in Thailand fell from
around 34% of GDP in the early 2000s to approximately 28% of GDP in recent years.
Indonesia’s gross savings have also dipped below 30% of GDP on several occasions during
global economic slowdowns and the pandemic. The decline in savings capacity indicates that
households are finding it increasingly difficult to maintain an economic buffer when facing
rising prices, falling incomes, or labor market instability. This situation is exacerbated by the
fact that vulnerable employment remains high in most IMT-GT countries. Vulnerable workers
generally lack strong income protection, making them more susceptible to economic pressure
when financial shocks occur (Prasetyo & Azizah, 2024). These conditions make it easier for
economic pressures to translate into a decline in household resilience. As the ability to save
weakens, the public’s reliance on government assistance also increases. This situation
demonstrates that economic sustainability is determined not only by economic growth but also
by the public’s ability to maintain their financial resilience (Yerrabati, 2022).

Changes in the banking sector also reveal increasing pressure on household economic
stability. World Bank data shows that Thailand’s non-performing loan ratio once exceeded 40%
following the Asian crisis and continued to rise during several periods of global economic
slowdown. Indonesia’s non-performing loan ratio also exceeded 17% in the early 2000s before
gradually declining in subsequent periods. The high level of non-performing loans indicates
that economic pressures are not limited to the banking sector but are also being felt by
households and businesses struggling to make payments (Popovtsev et al., 2021). These
conditions affect the public’s ability to sustain consumption and savings in the long term.
Increasing credit pressures are typically followed by a decline in household economic capacity,
as a portion of income is used to pay financial obligations (Leika & Marchettini, 2017).
Households with precarious employment are the group most rapidly affected, as they have
unstable incomes. This situation demonstrates that financial sector stability has a direct
relationship with workers’ economic resilience. Economic sustainability is ultimately
becoming increasingly influenced by the condition of the domestic financial sector (Ye & Jiang,
2021).



External conditions are also beginning to intensify pressure on the economic resilience
of the IMT-GT region. World Bank data indicates that the net foreign assets of several countries
in the region have experienced significant fluctuations due to changes in the global economic
landscape, international capital flows, and exchange rate pressures. Instability in external
financial assets can weaken a country’s ability to maintain domestic financial stability in the
event of a global shock. This is particularly important because the IMT-GT economy is highly
dependent on international trade and the integration of global financial markets (Pranata &
Nurzanah, 2017). External pressures such as rising international interest rates and a global
economic slowdown typically affect vulnerable workers more quickly than the upper economic
class (Mau et al., 2025). Households with low savings capacity are more likely to experience
financial distress during international economic turmoil. A decline in household resilience can
exacerbate social and fiscal pressures in the long term (Zafar, 2026). This situation indicates
that workers’ economic resilience is influenced not only by domestic factors but also by global
financial conditions. The region’s economic sustainability ultimately depends on the ability to
maintain both internal and external stability simultaneously.

Previous research has largely focused on economic sustainability from the perspective
of output growth, investment, and general macroeconomic stability. This approach has not yet
explained the direct relationship between financial pressures and households’ ability to
maintain their economic resilience. Werner’s (2024) study shows that macroeconomic
pressures can increase nonperforming loans, but the study has not yet addressed their impact
on households’ ability to build long-term savings. Jauch & Watzka’s (2015) study explains that
financial sector development can exacerbate economic inequality when the benefits of financial
access are unevenly distributed, but it has not yet examined the relationship with labor market
vulnerability. Yerrabati’s (2024) study found that high levels of vulnerable employment can
reduce the quality of economic growth, yet it did not link this condition to gross savings as an
indicator of household economic resilience. These limitations indicate that there remains a
scarcity of research linking net foreign assets, net domestic credit, nonperforming loans, and
vulnerable employment collectively to explain workers’ economic resilience in the IMT-GT
region. The novelty of this study lies in the analysis of the relationship between domestic
financial pressures, labor vulnerability, and households’ ability to maintain their saving
capacity within a single analytical framework. This study is significant because a weakening
of household economic resilience can increase the risk of long-term social and fiscal pressures
in the IMT-GT region.

METHOD

The data analysis phase begins with the estimation of a Panel Vector Autoregression
(PVAR) model to identify the dynamic relationships among the research variables, which
consist of Gross Savings (% of GDP), Net Foreign Assets (in current LCU), Net Domestic
Credit (in current LCU), the Bank Non-Performing Loan Ratio to Total Gross Credit (%), and
Vulnerable Labor Force (% of Total Labor Force). The PVAR approach is used because all
variables in the study are likely to influence one another simultaneously across periods,
meaning the relationships between variables are not unidirectional (Gujarati & Porter, 2009).
Model estimation was conducted using annual panel data from 2006 to 2024 for the member
countries of the Indonesia-Malaysia-Thailand Growth Triangle region, namely Indonesia,
Malaysia, and Thailand. The VAR model was chosen because it can explain short-term
relationship patterns and the dynamics of changes between variables more comprehensively
than ordinary linear regression models (Stock & Watson, 2001). The research model equations
are formulated as follows:



GSit =a+ ﬁlNFAit + ﬁZNDCit + ﬁ3NPLit + ﬁ4.VULNit + Eit
Note:

e (GS=Gross Savings (% GDP)

e NFA= Net Foreign Assets (current LCU)

e NDC= Net Domestic Credit (current LCU)

e NPL=Bank Nonperforming Loans to Total Gross Loans (%)
e VULN= Vulnerable Employment (% of Total Employment)
e i=IMT-GT member country

e t=period 2006-2024

e &=errorterm

The next step involves testing the model’s stability using the inverse roots of the AR
characteristic polynomial or the unit root plot. This test aims to ensure that the VAR model is
in a stable condition so that the estimation results can be interpreted validly. The model is
deemed to meet the stability criteria if all root points lie within the unit circle and no point
crosses the circle’s boundary. Model stability is a primary requirement before proceeding to
the next stage of analysis because an unstable model will produce non-convergent shock
responses that are difficult to explain economically. The stability test is also used to ensure that
the dynamic relationships between variables exhibit movement patterns that converge toward
an equilibrium point in the long run. A stable condition indicates that a shock to one variable
does not cause the system to move indefinitely. Conversely, roots located outside the unit circle
indicate that the model is unsuitable for analyzing shock dynamics (Anastasiou & Kapopoulos,
2022).

The final stage was conducted using the Generalized Impulse Response Function
(GIRF) and Forecast Error Variance Decomposition (FEVD). The GIRF analysis was used to
examine the direction and pattern of gross savings responses to shocks in net foreign assets,
net domestic credit, bank nonperforming loans, and vulnerable employment over the next few
periods (Batubara & Saskara, 2015). A positive response indicates an increase in the saving
capacity of working households, while a negative response indicates a weakening of economic
resilience due to financial pressures or labor market vulnerabilities. FEVD analysis is used to
measure the magnitude of each independent variable’s contribution to changes in gross savings
in the short and long term (Iskandar, 2015). The variable with the largest contribution is
interpreted as the primary source of pressure on worker financial resilience in the IMT-GT
region. FEVD results are also used to determine whether the greatest pressure stems from the
domestic financial sector, labor market vulnerability, or external global economic factors. The
combination of GIRF and FEVD analyses enables a more in-depth and measurable
identification of the transmission patterns of economic shocks on the financial resilience of
working households.



RESULT

3.1 Panel Vector Autoregression (PVAR) Estimation

LNX3 BAN
LNX1 NETFO KNONPERF LNX4 VULNE
Y GROSSSAREIGNASSET X2 NETDOME ORMINGLO RABLEEMPL
VINGS S STICCREDIT ~ ANS OYMENT
Y GROSSSAVINGS
1) 0.788030  0.065329 221E+19 -0.010407  -0.000361
(0.15475)  (0.11426) (1.3E+19) (0.00912)  (0.00237)
[5.09238] [0.57178] [ 1.68605] [-1.14111]  [-0.15222]
Y GROSSSAVINGS
(-2) -0.040834  -0.060107  -6.45E+18 0.008067  -0.001300
(0.15050)  (0.11112) (1.3E+19) (0.00887)  (0.00230)
[-0.27132] [-0.54091]  [-0.50599] [0.90946]  [-0.56411]
LNX1 NETFOREIG
NASSETS(-1) 0315136  0.358065 3.91E+19 -0.030099  0.003034
(0.21781)  (0.16082) (1.8E+19) (0.01284)  (0.00333)
[ 1.44686] [2.22657]  [2.12096] [-2.34493] [ 0.90968]
LNX1 NETFOREIG
NASSETS(-2) 0490326  0.240857 3.69E+19 0.005224  -0.004879
(0.20081)  (0.14826) (1.7E+19) (0.01183)  (0.00307)
[2.44177] [1.62451]  [2.16778] [0.44143]  [-1.58674]
X2 NETDOMESTIC
CREDIT(-1) 3.82E-21  2.03B-21 0.473906 9.75E-23  4.30E-23
(1.8E-21)  (1.3E-21) (0.15180) (1.1E-22)  (2.7E-23)
[-2.13134] [1.53371]  [3.12200] [0.92337] [ 1.56963]
X2 NETDOMESTIC
CREDIT(-2) 22.00E-21  2.18E-21 -0.509844 2.15E-22  1.08E-23
(24E-21)  (1.8E-21) (0.20144) (1.4E-22)  (3.6E-23)
[-0.84153] [1.24000]  [-2.53104] [1.53637] [0.29741]
LNX3 BANKNONP
ERFORMINGLOAN
S(-1) 4347239  -0.106370 1.10E+20 1.073283  0.018256
(2.22292)  (1.64127) (1.9E+20) (0.13100)  (0.03404)
[1.95564] [-0.06481]  [0.58138] [8.19279] [ 0.53637]
LNX3 BANKNONP
ERFORMINGLOAN
S(-2) 2.020164  -0.250219  -1.15E+20 -0.287237  0.000823
(1.90412)  (1.40589) (1.6E+20) (0.11222)  (0.02916)
[-1.06094] [-0.17798]  [-0.71131] [-2.55969] [ 0.02823]
LNX4 VULNERAB
LEEMPLOYMENT(-
1 7.657276  -2.008539  -2.47E+20 -0.537577  1.155186
(9.98129)  (7.36958) (8.5E+20) (0.58823)  (0.15283)



[-0.76716]  [-0.27254]  [-0.29191] [-0.91389] [ 7.55868]

LNX4 VULNERAB

LEEMPLOYMENT(-

2) 3.747164 3.953175 -6.26E+19 0.748459 -0.167803
(9.81726) (7.24846) (8.3E+20) (0.57856) (0.15032)
[0.38169] [ 0.54538] [-0.07521] [ 1.29366] [-1.11632]

C -12.80454 9.185182 -2.32E+21 0.440313 0.141535
(6.50310) (4.80149) (5.5E+20) (0.38325) (0.09957)
[-1.96899] [ 1.91299] [-4.20203] [ 1.14890] [ 1.42143]

R-squared 0.817911 0.921863 0.806950 0.942087 0.997109

Adj. R-squared 0.768698 0.900745 0.754774 0.926435 0.996328

Sum sq. resids 85.48012 46.59898 6.14E+41 0.296880 0.020040

S.E. equation 1.519958 1.122244 1.29E+20 0.089576 0.023273

F-statistic 16.61975 43.65300 15.46601 60.18927 1276.214

Log likelihood -81.95904 -67.39811 -2284.496 53.94601 118.6400

Akaike AIC 3.873293 3.266588 95.64569 -1.789417 -4.485002

Schwarz SC 4302110 3.695405 96.07450 -1.360600 -4.056185

Mean dependent 29.92099 41.33376 1.43E+20 0.882638 3.669087

S.D. dependent 3.160399 3.562150 2.60E+20 0.330259 0.384054

Determinant resid covariance (dof

adj.) 1.55E+35

Determinant resid covariance 4.23E+34

Log likelihood -2254.070

Akaike information criterion 96.21125

Schwarz criterion 98.35534

Number of coefficients 55

The results of the Vector Autoregression (VAR) estimation indicate that the dynamics
of economic resilience among working households in the Indonesia-Malaysia-Thailand
Growth Triangle are significantly influenced by pressures from the domestic financial sector
and labor market conditions. The gross savings variable from the previous period has a positive
effect on current-period gross savings with a coefficient of 0.788 and a t-statistic of 5.09,
indicating that households’ ability to build savings exhibits persistence or tends to be
maintained across periods. The net foreign assets variable also shows a positive effect on gross
savings with a coefficient of 0.490 at the second lag and a t-statistic of 2.44. These conditions
indicate that strengthening external financial asset capacity can bolster household economic
resilience through increased economic stability and the ability to maintain saving capacity. The
variable for bank nonperforming loans at the first lag also shows a positive influence on gross
savings with a coefficient of 4.347 and a t-statistic of 1.95, which is close to significant. These
results indicate that the pressure from nonperforming loans in the early stages does not
immediately reduce household savings because some people still maintain savings as a self-
protection mechanism when economic risks increase. The R-squared value of 0.817 for the
gross savings equation indicates that the model explains approximately 81.7% of the variation
in gross savings within the study sample.

The vulnerable employment variable has a negative effect on gross savings with a
coefficient of -7.657 at the first lag, although this is not yet statistically significant. This
suggests that an increase in vulnerable employment tends to reduce households’ ability to



maintain savings, as workers with unstable incomes find it more difficult to build long-term
economic buffers. The net domestic credit variable also shows a negative effect on gross
savings at the first lag with a t-statistic value of -2.13, indicating that excessive domestic credit
expansion can weaken household economic resilience. This suggests that leverage-driven
economic growth does not always lead to an increase in the public’s saving capacity. Increased
domestic credit can actually heighten household payment pressures, thereby weakening the
ability to save in the long term. These VAR results show that the sustainability of workers’
economic resilience in the IMT-GT region is not only influenced by external financial stability
but is also significantly influenced by the quality of the labor market and domestic leverage
pressures. An economic structure that is overly reliant on credit expansion and the persistence
of high levels of vulnerable employment ultimately risks amplifying the economic fragility of
households when an economic shock occurs.

3.2 Stability Test
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Image 1. Inverse Roots of AR Characteristic Polynomial

The stability test results indicate that the VAR model is stable and suitable for analyzing
the dynamics among the study variables. The graph of the inverse roots of the AR characteristic
polynomial shows that all root points lie within the unit circle and none extend beyond its
boundary. This condition indicates that the movement patterns of gross savings, net foreign
assets, net domestic credit, bank nonperforming loans, and vulnerable employment converge
toward a long-run equilibrium point. The model’s stability implies that a shock to any single
variable does not cause the system’s movement to become uncontrolled or divergent. These
results also indicate that the dynamic relationships among the variables can be interpreted
economically, as the responses to changes in the variables remain within the model’s stability
bounds. With these stability conditions met, further analysis using the Generalized Impulse
Response Function (GIRF) and Forecast Error Variance Decomposition (FEVD) can be validly
conducted to explain the shock transmission patterns and the contribution of each variable to
changes in gross savings within the Indonesia-Malaysia-Thailand Growth Triangle.



3.3 Forecast Error Variance Decomposition (FEVD) Estimate

Variance Decomposition of Y GROSSSAVINGS:

Period SE. Y GROSS... LNX1 NET.. X2 NETD.. LNX3 BA.. LNX4 VU..
1 1519958 100.0000 0.000000 0.000000 0.000000 0.000000
2 2.003026 89.99853 0.330041 5.970514 2.926002 0.774918
3 2.326051 7484414 1.657314 15.73745 5.489218 2.271878
4 2.405654 71.83534 1.814758 15.64764 7.169771 3.532491
5 2.481183 69.08595 2.069553 17.06536 7.893650 3.885485
6 2.579233 66.72282 3.474211 17.79159 8.118842 3.892546
7 2.671143 65.10397 6.209608 16.59964 8.127681 3.959102
8 2.748167 63.37880 8.855432 15.74821 7.953605 4.063960
9 2.809842 61.95532 11.04005 15.21255 7.714923 4.077162

[
o

2.882381 60.30363 13.16858 15.18290 7.384558 3.960335

Variance Decomposition of LNX1 NETFOREIGNASSETS:

Period S.E. Y GROSS... LNX1 NET.. X2 NETD.. LNX3 BA.. LNX4 VU..
1 1.122244 6.619546 93.38045 0.000000 0.000000 0.000000
2 1.254272 8.898350 86.95677 3.997387 0.011521 0.135974
3 1481916 10.23602 77.94679 11.71014 0.009623 0.097430
4 1.660599 12.99391 75.41841 11.48295 0.021209 0.083522
5 1.808040 14.64315 75.35411 9.874068 0.029764 0.098908
6 1.925166 15.43584 75.36938 9.059640 0.027653 0.107483
7 2.036848 15.98835 74.58605 9.303106 0.024801 0.097697
8 2.150012 16.64273 73.64569 9.599851 0.023892 0.087840
9 2.256046 17.31071 73.23437 9.347936 0.027191 0.079788

=
o

2.351226 17.79167 73.11260 8.991070 0.031147 0.073510

Variance Decomposition of X2 NETDOMESTICCREDIT:

Period S.E. Y GROSS... LNX1L NET.. X2 NETD.. LNX3 BA.. LNX4 VU..
1 1.29E+20  2.012359  3.341816  94.64583  0.000000  0.000000
2 159E+20 11.78155 1210514 7570023  0.285530  0.127549
3 1.84E+20  15.35276 2227120  60.83937 0508772  1.027903
4 1.97E+20  14.87941  26.06839  56.61282 0465002  1.974381
5 2.03E+20  14.74855  27.93018 5461732  0.457341  2.246608
6 214E+20  15.13377 2898739  53.33762  0.419682  2.121533
7 224E+20  16.56859  31.85772  49.12252  0.384538  2.066634
8 2.33E+20  17.29509  34.64584 4555627  0.358425  2.144371
9 239E+20  17.53272  36.67721 4321617  0.340900  2.233010

=
o

2.45E+20 17.71357 38.03638 41.69558 0.328730 2.225737

Variance Decomposition of LNX3 BANKNONPERFORMINGLOANS:

Period SE. Y GROSS... LNX1 NET.. X2 NETD.. LNX3 BA.. LNX4 VU..
1 0.089576 2.838884 11.52976 0.002125 85.62923 0.000000
2 0.146988 8.399407 22.83447 0.640613 67.41626 0.709246
3 0.180661 9.305746 26.11572 5.345256 58.58315 0.650126
4 0.196518 8.399185 27.08725 8.512884 55.45089 0.549790
5 0.201437 7.994027 27.34283 8.458232 55.66117 0.543744
6 0.203641 7.832775 27.34074 8.392883 55.86238 0.571216
7 0.204843 7.741193 27.41942 8.308869 55.87052 0.659996
8 0.205869 7.664931 27.38961 8.418114 55.67568 0.851666
9 0.206768 7.622596 27.21604 8.605780 55.45295 1.102634

[
o

0.207337 7.618531 27.06958 8.612221 55.35797 1.341699

Variance Decomposition of LNX4 VULNERABLEEMPLOYMENT:

Period S.E. Y GROSS... LNX1 NET.. X2 NETD.. LNX3 BA.. LNX4 VU..
1 0.023273 0.529709 0.065538 0.517871 0.987924 97.89896
2 0.036716 0.792535 1.486493 4.201117 1.696393 91.82346
3 0.047576 0.577645 1.109854 10.25119 2.774010 85.28730
4 0.056676 0.454092 1.169437 14.09912 3.901090 80.37626
5 0.063902 0.387206 1.376310 15.50062 4.875232 77.86063
6 0.070077 0.334800 1.604277 16.36626 5.556891 76.13777
7 0.075815 0.299865 1.819943 17.49034 5.955196 74.43466
8 0.081230 0.296186 2.095710 18.62701 6.188290 72.79280
9 0.086189 0.328840 2472791 19.38961 6.356980 71.45178

=
o

0.090710 0.380438 2.919058 19.84275 6.486886 70.37086

Cholesky Ordering: Y GROSSSAVINGS LNX1_NETFOREIGNASSETS X2 NETDOMESTICCRE
DIT LNX3_BANKNONPERFORMINGLOANS LNX4 VULNERABLEEMPLOYMENT




The results of the Forecast Error Variance Decomposition (FEVD) indicate that
changes in gross savings in the Indonesia-Malaysia-Thailand Growth Triangle at the beginning
of the period were still overwhelmingly driven by shocks from the variable itself, accounting
for 100% in the first period. This influence then continued to decline to approximately 60.30%
in the tenth period, suggesting that, in the long run, gross savings are increasingly influenced
by other variables outside of itself. The net domestic credit variable became the largest external
factor influencing gross savings, with its contribution rising from 5.97% in the second period
to 15.18% in the tenth period. This indicates that domestic credit expansion has a significant
impact on changes in households’ ability to build long-term savings. Economic dependence on
domestic leverage causes changes in credit activity to more rapidly affect the stability of the
public’s saving capacity. The net foreign assets variable also showed an increase in
contribution from 0.33% to 13.16% in the tenth period. These results demonstrate that the
stability of external financial assets is becoming increasingly important in influencing the long-
term economic resilience of working households.

The variable for nonperforming bank loans shows an increase in its contribution to
gross savings, rising from 2.92% in the second period to approximately 7.38% in the tenth
period. This indicates that pressure from nonperforming loans is gradually eroding households’
ability to maintain savings due to mounting financial payment pressures within the domestic
economic system. The vulnerable employment variable also showed an increase in contribution
from 0.77% to around 3.96% in the tenth period. Although its contribution is smaller than that
of net domestic credit and net foreign assets, the result still indicates that labor market
vulnerability has an impact on the sustainability of working households’ economic resilience.
FEVD also indicates that net domestic credit is increasingly influenced by net foreign assets in
the long term, with a contribution reaching 38.03% in the tenth period. This condition indicates
that domestic financial pressures in the IMT-GT region are becoming increasingly sensitive to
changes in external stability. Overall, the FEVD results show that the sustainability of worker
financial resilience in the IMT-GT region is more influenced by financial sector pressures than
by labor market factors, making financial system stability the primary factor in maintaining the
economic resilience of workers’ households.



3.4 Estimation of the Generalized Impulse Response Function (GIRF)

Response of Y_GROSSSAVINGS fo Innovations Rezponse of LNX1_NETFOREIGMASSETS to Innovations
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The results of the Generalized Impulse Response Function (GIRF) estimation indicate
that gross savings respond differently to each type of shock originating from the financial sector
or the labor market. Shocks to net foreign assets produce a relatively stable positive response
in gross savings, marked by an increase in the response of approximately 0.3-0.4 in the medium
term that persists through the 10th period. This finding suggests that strengthening external
financial assets can enhance households’ ability to maintain savings through improved
economic stability and financing capacity. Shocks to nonperforming loans (NPLs) also yield a
positive response in the early stages, peaking at around 0.3 in the third period before gradually
weakening toward zero in the final period. These conditions indicate that when credit risk
increases, households tend to increase savings as a precautionary measure, although this effect
is not permanent.

Different responses were observed for shocks to net domestic credit and vulnerable
employment. A shock to net domestic credit triggered a fairly deep negative response in gross
savings in the early period, reaching approximately -0.9 in the third period, before turning
positive and stabilizing in subsequent periods. These results indicate that domestic credit
expansion initially drives an increase in consumption and financial obligations, thereby
reducing the ability to save; however, once the economic adjustment process takes place, the
impact turns positive on savings formation. Shocks to vulnerable employment also generate a
persistent negative response to gross savings throughout nearly the entire observation horizon,
although the intensity weakens from around -0.4 in the third period to around -0.2 in the tenth
period. These findings confirm that an increasing proportion of vulnerable workers tends to
weaken household financial resilience because unstable income reduces the ability to build
long-term savings. Overall, the GIRF results show that external financial sector stability can
strengthen household savings resilience, while labor market vulnerability and domestic
leverage pressures are the primary sources of weakened worker financial resilience in the IMT-
GT region.

DISSCUSION

4.1 The Role of Financial Stress in Shaping the Economic Resilience of Working-Class
Households

The research findings indicate that the economic resilience of working households in
the IMT-GT region is shaped more by the dynamics of the financial sector than by other factors.
These findings suggest that households’ ability to maintain savings is determined not only by
the amount of income they receive but also by the condition of the financial system, which
serves as the foundation for economic activity. Changes in external financial assets, domestic
credit expansion, and the health of the banking sector have been shown to be closely linked to
changes in the public’s saving capacity (Rapih, 2021). These conditions demonstrate that
modern economic transformation has increased households’ dependence on the stability of the
financial sector, such that disruptions in the financial system can rapidly affect the public’s
economic conditions.

The positive effect of net foreign assets on gross savings indicates that external financial
stability plays a crucial role in strengthening the resilience of working households. A stronger
capacity for foreign assets reflects the national economy’s ability to withstand external
pressures, maintain exchange rate stability, and sustain investor confidence (Magud, 2023). A



more stable economic environment creates positive expectations regarding future income
prospects, thereby providing households with greater incentives to build long-term savings
(Fredriksson & Staal, 2021). The presence of strong foreign assets also serves as an economic
buffer during global turmoil, thereby mitigating the risk of a decline in public welfare (Bénétrix
et al., 2024). These findings indicate that the economic resilience of households in developing
countries is increasingly influenced by a country’s ability to maintain its financial position
within the international economic system.

The importance of external asset stability can also be explained by the characteristics
of the IMT-GT region, which has a relatively high degree of economic openness. International
trade, foreign investment flows, and financial market integration make it easier for changes in
global economic conditions to be transmitted to the domestic economy (Bardazzi & Ghezzi,
2022). This situation makes working households increasingly sensitive to changes in the
international economic environment. When the external asset position improves, the risk of
economic uncertainty tends to decline, making households more confident in maintaining their
savings. Conversely, a weakening external position can heighten concerns about economic
stability, thereby reducing the public’s ability to build long-term financial reserves.

GIRF results reinforce these findings by showing that shocks to net foreign assets
produce a relatively stable positive response in gross savings. A response that persists over
several periods indicates that the influence of external stability is not temporary but rather
shapes household financial behavior over the longer term. The GIRF results reinforce these
findings by showing that shocks to net foreign assets produce a relatively stable positive
response in gross savings. This response, which persists over several periods, indicates that the
impact of external stability is not temporary but rather shapes household financial behavior
over the longer term. This pattern suggests that households not only respond to current income
changes but also factor in expectations regarding future economic conditions. When economic
risks decline due to improved external financial conditions, households tend to have greater
leeway to maintain savings as an economic safety net (Boar, 2021).

The negative effect of net domestic credit on gross savings indicates that credit
expansion does not always result in strengthened household economic resilience. Development
literature often positions credit as a key instrument for boosting investment and productive
consumption (Guo & Ou-Yang, 2021). The findings of this study suggest that increased access
to credit can also lead to different consequences if credit growth outpaces the growth of
household income capacity. Widespread credit availability often drives increased consumption
and the creation of new financial obligations that must be met in subsequent periods (Fu et al.,
2025). A portion of household income is ultimately used to pay installments and debt
obligations, thereby limiting the scope for building savings.

The GIRF results show that domestic credit shocks lead to a negative response in gross
savings in the initial stage before gradually improving in subsequent periods. This pattern
reflects a process of adjustment in household economic behavior. The initial phase shows the
dominance of consumption effects and an increase in financial obligations, while the
subsequent phase reflects households’ ability to adjust their financial strategies after the initial
pressure begins to subside (Sala & Trivin, 2024). These findings indicate that credit expansion
can provide economic benefits when accompanied by sound risk management, but can become
a source of vulnerability if debt growth is not balanced by an increase in repayment capacity.



The role of nonperforming loans provides an interesting insight into the relationship
between banking sector risk and household behavior. Theoretically, an increase in non-
performing loans is often associated with a slowdown in economic activity and rising risks of
financial instability (Akmal et al., 2025). Research findings indicate that households actually
tend to increase their savings when economic risks begin to rise. This phenomenon reflects the
emergence of precautionary saving behavior, which is the tendency for people to increase their
financial reserves as a form of protection against economic uncertainty (Sorge, 2024). This
response indicates that working households still possess the ability to adapt to changes in the
economic environment despite facing pressure from the financial sector.

The dominance of financial variables in the FEVD results further underscores that the
primary source of changes in household economic resilience stems from the financial sector.
The continuously increasing contribution of financial variables in explaining variations in gross
savings indicates that the sustainability of household economic resilience is increasingly
dependent on the quality of the financial system. An economic structure that relies too heavily
on leverage, domestic financing, and integration into global financial markets has the potential
to increase household vulnerability during economic shocks (Devereux & Yu, 2014). These
findings signal that financial sector stability is not only important for the banking sector but
also a fundamental factor in maintaining the well-being of working households.

4.2 Labor Market Vulnerabilities and Structural Fragility of Household Economies

The research findings indicate that vulnerable employment tends to weaken the
economic resilience of workers’ households. These findings suggest that job quality is a key
factor in determining people’s ability to build long-term savings. Unstable income, limited
social protection, and a high risk of job loss result in vulnerable workers having a lower
capacity to build financial reserves (Cong & Feng, 2022). Household economic resilience is
ultimately determined not only by the scale of economic activity generated but also by the
quality of jobs resulting from the economic development process.

The characteristics of vulnerable employment create conditions that make it harder for
households to maintain consistent saving behavior. Income uncertainty drives people to
prioritize meeting short-term consumption needs over long-term financial planning (Peetz et
al., 2021). This situation limits the ability to build an economic buffer. Households that lack
adequate financial reserves tend to be more vulnerable to price increases, income declines, and
economic slowdowns. These risks become even greater when economic pressures occur over
long and recurring periods.

The negative response of gross savings to shocks in vulnerable employment suggests
that labor market vulnerability has a relatively persistent impact on household financial
conditions. The response pattern, which persists over several periods, indicates that the effects
of vulnerable employment are not only felt in the short term but also affect households’ ability
to build economic resilience in the long term. Uncertain income reduces households’
opportunities to accumulate assets, increase investment in education, or strengthen family
economic protection (Zhou et al., 2025). These conditions can create a cycle of vulnerability
that is difficult to break unless accompanied by improvements in job quality.

The relatively smaller contribution of vulnerable employment compared to financial
variables does not mean that labor market factors can be ignored. The role of the labor market
is, in fact, more fundamental because it determines the primary source of household income



(Sari & Dimova, 2024). Financial sector stability will not translate into sustainable
improvements in well-being if the majority of workers remain in low-productivity jobs with
limited protections. The effectiveness of economic development depends heavily on the ability
to create jobs that provide stable income and opportunities for long-term well-being (Yusuf et
al., 2021).

The relationship between the labor market and the financial sector appears to be
growing increasingly close within the IMT-GT regional economy. Households with precarious
employment tend to be the first to feel the impact when financial pressures arise (Chen et al.,
2023). Rising debt burdens, weakening economic activity, and increasing risks in the banking
sector affect workers with low economic resilience more rapidly. These conditions explain why
financial shocks often result in greater social consequences than their direct economic impacts.
When unstable income meets rising financial pressures, households’ ability to maintain savings
becomes increasingly weak.

The interaction between financial pressures and labor market vulnerability indicates
structural fragility in the regional economy. This fragility arises when the growth of the
financial sector outpaces improvements in the quality of the labor market. The economy may
record credit growth, increased investment activity, and financial sector expansion, but these
benefits are not fully felt by working households if job quality remains low. This imbalance
can create a gap between macroeconomic growth and the microeconomic resilience of
households.

The FEVD findings indicating the dominance of financial factors do not diminish the
importance of labor market reforms. Improving job quality is, in fact, a key instrument for
strengthening households’ ability to respond to various economic shocks (Do et al., 2025).
More stable income will enhance the ability to save, increase asset accumulation, and reduce
reliance on debt-based financing. Household economic resilience can ultimately improve as
communities develop greater capacity to cope with economic uncertainty.

The overall research findings lead to the conclusion that worker financial resilience is
the result of an interaction between financial stability and labor market quality. A stable
financial system without the support of a strong labor market will result in fragile economic
resilience (Barra & Zotti, 2022). A robust labor market without the support of financial stability
will also face limitations in sustaining long-term economic growth. Development strategies for
the IMT-GT region must be directed toward simultaneously strengthening both aspects so that
the economic resilience of workers’ households can grow in a more inclusive, sustainable, and
resilient manner against various forms of economic shocks.

CONCLUSION

This study shows that the financial resilience of working households in the Indonesia—
Malaysia—Thailand Growth Triangle (IMT-GT) is determined more by financial sector
dynamics than by labor market factors. The results of the PVAR, FEVD, and GIRF models
consistently indicate that net foreign assets play a role in strengthening households’ ability to
maintain savings, while net domestic credit and vulnerable employment tend to weaken
workers’ financial resilience. The dominance of financial variables in explaining changes in
gross savings indicates that household economic resilience is increasingly sensitive to changes
in domestic credit conditions, the stability of external assets, and banking sector risks. These
findings underscore that economic growth driven by financial sector expansion does not



necessarily lead to strong economic resilience unless accompanied by improvements in job
quality and households’ ability to build long-term savings. Overall, economic fragility in the
IMT-GT region arises from the interaction between financial pressures and labor market
vulnerabilities, which collectively affect households’ capacity to withstand various economic
shocks.

The policy implications of this study emphasize the importance of integrating financial
stability policies with labor market reforms. Bank Indonesia, Bank Negara Malaysia, and the
Bank of Thailand need to strengthen macroprudential instruments by monitoring household
credit growth, controlling leverage, and bolstering liquidity reserves to prevent excessive credit
pressures from undermining the public’s ability to save. The Financial Services Authority
(OJK), together with financial regulators in Malaysia and Thailand, needs to expand financial
literacy programs focused on building savings and managing household debt so that increased
access to finance does not lead to increased financial vulnerability. The Ministry of Manpower
of the Republic of Indonesia, the Ministry of Human Resources of Malaysia, and the Ministry
of Labour of Thailand need to accelerate the formalization of employment through vocational
training, skills enhancement, and incentives for creating formal jobs, while the Social Security
Agency (BPJS Ketenagakerjaan), the Employees Provident Fund (EPF), and the Social
Security Office (SSO) can expand income protection for workers through social security
schemes and employment savings programs. This combination of policies will strengthen
households’ capacity to build economic buffers, mitigate the impact of financial shocks, and
enhance the sustainability of workers’ economic resilience in the IMT-GT region.
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