<

N

THE DETERMINANTS OF COMMERCIAL BANK’S PERFORMANCE IN
MALAYSIA

SH NURNAJIHAH NURINTAN BINTI SH ASLI

2017662484

Submitted in Partial Fulfilment of the
Requirement for the
Bachelor of Business Administration with Honours (Finance)
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA

KOTA KINABALU, SABAH.

DECEMBER 2019



ACKNOWLEDGEMENT

Firstly, I would like to express my deepest gratitude to my advisor Madam Siti
Rahayu Binti Beli for her constant guidance and encouragement along the way of this
thesis. She always provide her valuable assistance and advices to me when facing
difficulties in research. I am truly grateful for her time and effort in supervising my

final year project.

Not just that, I am also grateful to all lecturers in University Teknologi Mara Kota
Kinabalu Sabah for their knowledge and lesson towards the successful completion of

my thesis

Lastly, I would like to express deepest gratitude to our family and friends who always
gives support on the way of completing this research project. It would have been

struggle without them and this thesis would not complete as possible.



TABLE OF CONTENTS

Page
TITLE OF PAGE i
DECLARATION OF ORIGINAL WORK i
LETTER OF SUBMISSION iii
ACKNOWLEDGEMENT iv
TABLE OF CONTENTS V-vii
LIST OF FIGURES viii
LIST OF TABLES ix
LIST OF ABBREVATIONS X
ABSTRACT xi
CHAPTER ONE: INTRODUCTION

1.0 Background of Study 1
1.1 Problem Statement 2
1.2 Research Objective 3
13 Research Question 3
1.4 Significant of Study 4
1.5 Scope and Limitation of Study 5
1.6 Organization of Study 6
1.7 Summary 7

CHAPTER TWO: LITERATURE REVIEW
2.0 Introduction 8
21 Theories 9
2.1.1 Agency Theory 10
2.2 Literature Review 11
2.2.1 Bank Specific Factor 11

2.2.2.1 Capitalization 11



2.2.2.2 Bank Size

2.2.2. 3 Liquidity

2.3

2.4

Conceptual Framework

Summary

CHAPTER THREE: RESEARCH METHODOLOGY

3.0

3.1

3.2

3.3

34

35

3.6

3.7

3.8

3.9

3.10

3.11

Introduction
Data
Data Collection Method
3.2.1 Secondary Data
Data Software
Sampling Design
3.4.1 Target Population
3.4.2 Sampling Techniques
3.4.3 Sampling Size
Empirical Model
Estimation
Research Hypothesis
Data Analysis
3.8.1 Descriptive Statistic
3.8.2 Stationary Test
3.8.3 Pool Ability Test
Diagnostic Test
3.9.1 Serial Correlation
3.9.2 Heterosdecascity
3.9.3 Multicollinearity Test
Flow Chart

Summary

CHAPTER FOUR: FINDING AND ANALYSIS

4.0

4.1

Introduction

Descriptive Statistic Test

vi

12

13

14

15

16

17

18

18

19

20

20

20

21

21

22

23

24

24

24

24

25

25

25

25

26

27

28

29



ABSTRACT

This paper studied the factor affecting performance of the commercial banks that
influence variables bank-specific factors on selected bank profitability in Malaysia
during the period 2014-2018. Panel data which consist of 10 selected banks in
Malaysia which is local bank and foreign bank been used in this study. Bank return on
assets (ROA) has been used as an instrument to measure bank profitability. Bank
specific variable that used in this study included capital ratio (CAP), Bank Size (BS)
and Liquidity (LIQ). In order to study about this topic, the researcher obtained
secondary data from World Bank, Mendeley and annual report of each bank. Fixed
effect model was chosen to examine the effect of bank specific factors toward bank
profitability. The researchers found that all the independents variables have positive
relationship with bank profitability except liquidity. Other than this, capital ratio and
bank size is significant to affect bank profitability while this factor are critical

components in influencing profitability of the commercial bank in Malaysia.

Xi



