
T H E RELATIONSHIP OF CAPITAL S T R U C T U R E AND FIRMS 
PERFORMANCE - EV IDENCE FROM MALAYSIAN COMPANIES 

L ISTED 

FITRIANI BINTI JASDAR 
2013860224 

Submitted In Partial Fulfilment Of The 
Requirement For The 

Bachelor of Business Administration with Honours 
(Finance) 

FACULTY OF B U S I N E S S MANAGEMENT 
UNIVERSITI TEKNOLOGI MARA 

KOTA KINABALU, SABAH 

January 2016 

i 



ACKNOWLEDGEMENT 

I wish to express gratitude to my thesis advisor, Madam Sarmila Udin, for her 

constant help and guidance in completing this thesis. I would like to thankful to 

Professor Madya Dr Imbarine Bujang as a Second advisor for his valuable advice 

and help. 

I also wants to thank my friends who made the study process easier, parents 

for their enthusiasm and continuous support during the study and of course my dear 

Fetty Elenna, Nur Faiezah and Bibi Nuranasiha who inspired and helped me during 

these four long months. 

iv 



T A B L E OF CONTENT 

P A G E 

T I T L E P A G E i 

DECLARATION OF ORIGINAL W O R K ii 

L E T T E R OF TRANSMITTAL iii 

A C K N O W L E D G E M E N T iv 

T A B L E OF CONTENT v - vi 

L IST OF F I G U R E S vii 

L IST OF T A B L E S viii 

L IST OF ABBREVIAT IONS ix 

A B S T R A C T x 

S E C T I O N 1 : INTRODUCTION 

1.1 Background of Study 1 - 2 

1.2 Problem Statement 3 - 4 

1.3 Research Objective(s) 4 

1.4 Scope and Limitation of Study 4 - 5 

1.5 Significance of Study 5 - 6 

1.6 Organization of Study 6 - 7 

S E C T I O N 2 : T H E O R Y AND L I T E R A T U R E R E V I E W 

2.1 Concept of Capital Structure 8 

2.2 Concept of Firm's Performance 8 

2.3 Related Literature Review on Relationship 9 - 1 3 

between capital structure and firm performance 

2.4 Conceptual Theoretical Framework 14 

S E C T I O N 3 : DATA AND METHODOLOGY 

3.1 Research Method: Sample and Data 15 

3.2 Variables of Study 1 5 - 1 8 

3.3 Hypothesis 19 

3.4 Empirical Formula 1 9 - 2 0 

3.5 Panel Data Procedure 20 

3.6 Flow of Research Methodology 21 

V 



S E C T I O N 4 : R E S U L T S AND DISCUSSION 

4.1 Descriptive Analysis 2 2 - 2 3 

4.2 Unit Root Test 24 

4.3 Diagnostic Test 25 - 26 

4.4 Regression Results 27 - 29 

S E C T I O N 5 : CONCLUSION 

5.1 Conclusions 30 

5.2 Recommendations 31 

R E F E R E N C E S 32 - 34 

A P P E N D I C E S 3 5 - 6 1 

vi 



ABSTRACT 

This study aimed to investigate the relationship of capital structure and firm 

performance of the Malaysian Companies listed on Main Board Bursa Malaysia 

during the period from 2009 up until 2014. This study applied on 60 Malaysian 

companies listed on Bursa Malaysia comprises six sectors which are construction, 

industrial product, consumer product, property, plant and trading service. This study 

used panel data approach. This study used Return on Asset (ROA) as proxies for 

performance, whereas used Long Term Debt to Total Capital ratio, Total Debt to 

Total Capital ratio and Total Debt to Total Asset as proxies for capital structure. The 

findings revealed there is positive and negative relationship between the proxies. 

The results shows different sectors have different relationship between capital 

structure and firm performance. 
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