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ABSTRACT

Banks play a crucial role in the operation of most economies. The efficiency of financial
intermediation can also affect economic growth. Besides that, bank insolvencies can
result in systematic crisis that would lead to system failure. Economies that have a
profitable banking sector are better able to withstand negative shocks and contribute to
the stability of the financial system. This study analyses the determinants of banking
profitability in Malaysia for 6 selected banks. The study use descriptive statistics and
ordinary least squared method with normality, multiple regression, descriptive analysis
unit root test and correlation.
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CHAPTER ONE
INTRODUCTION

1.1 Introduction

Background of study and problem statement are two topics that will be discussed
in this chapter to know what is the study all about. Then, there are also discussing on
research question, research objectives, significant of the study and summary. This
research is focused on the factors that affect the bank profitability in Malaysia. Besides
that, this research will discuss about dependent and independent variables. Dependent
variable in my study is bank profitability and independent variables are falls under two
categories which are bank specific and macroeconomic factors. For bank specific, the
variables are asset size and asset quality, while for the macroeconomic factors are
inflation and gross domestic product(GDP). Research question in this chapter will
discuss about the question related to the theoretical framework in my research. There
are two (2) types of research question, which is main research question and specific
research questions. Furthermore, research objective is divided into two (2). First, the

main research objective and second is the specific research objectives.

1.2 Research Background

Profitability is one of the thing that people in this world are looking for when
involving in any kind of business. This is because profitability can increase a person
lifestyle. Starting from a human, continue with a firm or company and then to a country.
The profit mentioned here is focused on the money. The profitability of a country can
make any country to become more advance and make them more powerful. When a
country has a lot of money, that is the reason the existence of financial intermediaries.
Financial intermediaries have played a big role in each country. There is a lot of studies
on the effect of the non-existence or poor performance of financial intermediaries.
Extensive surveys about the role or the function of financial system and financial
frictions for economic outcomes (Gertler & Kiyotaki, 2010). There is also study on the

real consequences of a breakdown in financial intermediation (Gertler & Kiyotaki,



