
i 
 

DECLARATION OF ORIGINAL WORK 

  

 
 

 
 
 

BACHELOR OF BUSINESS ADMINISTRATION 
WITH HONOURS (FINANCE) 

FACULTY OF BUSINESS AND MANAGEMENT 
UNIVERSITI TEKNOLOGI MARA (TERENGGANU) 

 
 
 
 

I, NUR AFIQAH BINTI RIDZUAN, (I/C Number: 940819-03-6010) 

 

Hereby declare that: 

 

 This work has not previously been accepted in substance for any degree, any 

locally or overseas, and is not being concurrently submitted for this degree or 

any others degree. 

 The project paper is the result for our independent work and investigation, 

except where otherwise stated. 

 All verbatim extracts have been distinguishes by quotation marks and sources 

of my information have been specifically acknowledged. 

 
 

 
Signature: ____________________            Date: _________________ 

  
  



iv 
 

TABLE OF CONTENT 

 

DECLARATION OF ORIGINAL WORK ...................................................................... i 

LETTER OF SUBMISSION ........................................................................................ ii 

ACKNOWLEDGEMENT............................................................................................ iii 

LIST OF TABLE ........................................................................................................ vi 

LIST OF FIGURE ..................................................................................................... vii 

LIST OF ABBREVIATION ....................................................................................... viii 

ABSTRACT............................................................................................................... ix 

CHAPTER ONE: INTRODUCTION ............................................................................ 1 

1.0 Introduction ................................................................................................................ 1 

1.1 Overview .................................................................................................................... 1 

1.2 Background of the Study ......................................................................................... 3 

1.3 Problem Statement .................................................................................................. 4 

1.3.1 Research Question .......................................................................................... 5 

1.4 Research Objective .................................................................................................. 6 

1.5 Scope of the Study ................................................................................................... 6 

1.6 Limitation of the study .............................................................................................. 6 

1.7 Significant of study ................................................................................................... 7 

1.8 Definition of Term ..................................................................................................... 7 

CHAPTER TWO: LITERATURE REVIEW ................................................................. 9 

2.0 Introduction ................................................................................................................ 9 

2.1 Literature Review ..................................................................................................... 9 

CHAPTER THREE: RESEARCH METHODOLOGY ................................................ 13 

3.0 Introduction .............................................................................................................. 13 

3.1 Research Design .................................................................................................... 13 

3.2 Estimating Equation ............................................................................................... 13 

3.3 Theoretical Framework .......................................................................................... 14 

3.4 Expected Sign ......................................................................................................... 15 

3.5 Hypothesis ............................................................................................................... 15 

3.6 Variable Description ............................................................................................... 16 

3.7 Research Sample ................................................................................................... 16 



v 
 

3.8 Data Collection Method ......................................................................................... 17 

3.9  Data Analysis ......................................................................................................... 18 

3.9.1 Descriptive Statistics ...................................................................................... 18 

3.9.2 Correlation Analysis ....................................................................................... 18 

3.9.3 Multiple Regression ....................................................................................... 18 

3.9.4 Panel Analysis ................................................................................................ 18 

3.9.5 Pooled OLS Regression Model .................................................................... 18 

3.9.6 Coefficient of Determination (R-Square) .................................................... 19 

3.9.7 T-Statistics ....................................................................................................... 19 

3.9.8 F-Statistics ....................................................................................................... 19 

3.9.9 Breusch Pagan and Lagrangian Multiplier Test......................................... 19 

CHAPTER FOUR: DATA ANALYSIS AND INTERPRETATION .............................. 20 

4.0 Introduction .............................................................................................................. 20 

4.1 Descriptive Statistics .............................................................................................. 20 

4.2 Pearson Correlation ............................................................................................... 21 

4.3 Pooled OLS Regression Model ............................................................................ 22 

4.4 Multicollinearity Test .............................................................................................. 23 

4.5 Heteroscedasticity Test ......................................................................................... 24 

4.6 Panel Data ............................................................................................................... 24 

CHAPTER FIVE: CONCLUSION AND RECOMMENDATION ................................. 27 

5.0 Introduction .............................................................................................................. 27 

5.1 Conclusion ............................................................................................................... 27 

5.2 Recommendation ................................................................................................... 29 

REFERENCES ......................................................................................................... 30 

APPENDICES .......................................................................................................... 34 

APPENDIX A ...................................................................................................................... 34 

APPENDIX B ...................................................................................................................... 35 

APPENDIX C ...................................................................................................................... 39 

 

  



vi 
 

LIST OF TABLE 

 

Table:          Page 

CHAPTER THREE: RESEARCH METHODOLOGY 

Table 3.4.1 Expected Sign      15 

Table 3.6.1 Variable Description     16 

Table 3.7.1 Research Sample     17 

Table 3.8.1 Source of Data      17 

CHAPTER FOUR: DATA ANALYSIS AND INTERPRETATION 

 Table 4.1.1 Descriptive Statistic     20 

 Table 4.2.1 Pearson Correlation     21 

 Table 4.3.1 Pooled OLS Regression Model    22 

 Table 4.4.1 Multicollinearity Test     23 

 Table 4.5.1 Heteroscedasticity Test     24 

 Table 4.6.1 Panel Data      24 

 

 

 

 

 

 

 

 

 

 



ix 
 

ABSTRACT 

 

The aim of this study is to investigate the determinants of credit risk of 9 selected 

banks listed on Bursa Malaysia. 9 financial report of the banks listed on Bursa 

Malaysia were used to analyse for 14 years (2004 -2017). Pooled OLS Regression 

Model has been selected to investigate the relationship between return on assets, 

capital adequacy ratio, loan loss provisions, debt-to-equity ratio and bank size with 

non-performing loan as credit risk indicator. The finding is only loan loss provision is 

positively significant with credit risk whereas the capital adequacy ratio, debt-to-

equity ratio and bank size are negative significant toward credit risk. On the other 

hand, only a variable positive insignificant relationship with credit risk which is return 

on assets. 

Keywords: 9 selected banks listed on Bursa Malaysia, credit risk, return on assets, 

capital adequacy ratio, loan loss provisions, debt-to-equity ratio, and bank size. 
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