S
ST SR g £ € ) O ey
UNIVERSITI TEKNOLOGI MARA
CAWANGAN KEIL. ANTAN

A PERFORMANCE ANALYSIS OF PROFIT
DETERMINATION USING RATIO ANALYSIS: A CASE
OF BANK ISLAM MALAYSIA BERHAD

NORAINI BINTI ISMAIL
2009206638

BACHELOR OF BUSINESS ADMINISTRATION WITH
HONOURS (FINANCE)
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
KELANTAN

APRIL 2011



BACHELOR OF BUSINESS ADMINISTRATION WITH HONOURS
(FINANCE)
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITY TEKNOLOGI MARA
“DECLARATION OF ORIGINAL WORK?

NORAINI BT ISMAIL, (I/C NUMBER 880902-03-5412)

Hereby, declare that:

e This work was not previously been accepted in substance for any degree, locally or
overseas, and is not being concurrently submitted for this degree or any other
degree.

e This project paper is the result of my independent work and investigation, except
where otherwise stated.

o All verbatim extracts have been distinguished by quotation marks and sources of my
information have been specifically acknowledged.

Signature: Date: 28th APRIL 2011



ACKNOWLEDGEMENT

“In the name of Allah, the Merciful, the Beneficent”

Glory to Allah S.W.T, the most gracious, the most merciful, and peace is upon His
messenger Holy Prophet Muhammad (PBUH). All the worship belongs to only ALLAH. |

praised to Allah S.W.T for giving me courage, time and knowledge in completing this project

paper.

First and foremost, | would like to thank my respected project advisor, Miss Azzah Bt
Amran, who has made a significant contribution and provide me extremely useful comments
at all stages of this project paper. Also special thank goes to my second examiner, Madam

Hajah Wan Hasni Bt Wan Hassan for her advice and guideline.

| also would like to take this opportunity to thanks my supervisor during practical
training, Madam Hjh Azmini bt Abd Rahman for her full cooperation and a lot of guidance in

providing relevant ideas, information and assisting me in completing my practical training.

Special thanks also to my friends for their support, comments as well as suggestion in
improving this research. Last but not least, | override gratitude to my respected family, who
gives me support, encouragement and sacrifices. Without them, this project paper would

never see light of the day.

To the person who directly or indirectly involved, thanks for your generous time and
cooperation. Lastly my special acknowledgement goes to Universiti Teknologi Mara for

granting me the opportunity to pursue my study in this BBA (Hons) Finance program.

Thank you.

Wassalam.



TABLE OF CONTENTS

TITLE PAGE ..o oottt ettt e e e ettt e e e e e et e e e aeeeesesstteeeaeaeeeennnnnnnnes i
DECLARATION OF ORIGINAL WORK ..ottt i
LETTER OF SUBMISSION.....ccoiitiiiiiiiiiiei ittt ettt e e e e s iii
ACKNOWLEDGEMENT ..oitiiieii ittt s et e e e e e s saaaae e e e e e e s s nnnnneaeeeeeeeannns iv
LIST OF TABLES. ... ettt e e e et e e e e e e et e e e e e e e e s nnnaeenaaaeeeas vii
LIST OF FIGURES. ..ottt ettt ettt et e e e e e s st e e e e e e e nssaeanaaaeeeennnnes vii
AB ST R A CT ittt e e e e et e e e e e et e et e e e a b r e e ae e e e e aaans viii
CHAPTER 1: INTRODUCTION. ...ccitiiitittiitie ettt et e e e e s st seee e e e s s snssnneeeaeeeas 1
1.0 BacKGrouNd OF STUAY ......ccouiiiiiiiiiieie ettt e e e e e e ennee s 1
1.1 Background Of COMPANY .......ccuuiiiiiiieeiiiiieie et e e e s e e e e e e enneees 3
1.2 Problem StatemMENt ........cooviiiie e ——— 7
1.3 RESEAICH ODJECTIVES ...ocoiiiiiiiie et e e e e e e e 9
1.4 RESEAICH QUESHIONS ....eiiiiiiiiiiie it e ettt e e e st e e e e st e e e e e e e s nnnnees 10
1.5 Theoritical frameWOrK. ... e 11
1.6 Research Hypothesis. ... 12
1.7 Significance of the StUAY..........uuuiiiiiiiiiieeeee e, 13
1.8 Definition of KEY tEIMIS......covviiiiiiiieeeiee e 14
1.9 Limitations of StUAY ... 16
CHAPTER 2: LITERATURE REVIEW ...t 17
P22 O N [ 1o T [T i To T o PSR PR 17
2.1 Profit PEIMOIMMEANCE .......uuiiiiit et ee e esaeeseeesaeeeeeereeeeeeaeeeaaeeaeeees 17
2.2 RETUIN ON @SSEE....eiiiieii ittt e ettt e e e e e e e e et bt b e e e e e e e e e anbenn e e s 20
2.3 RetUrN ON EQUILY ... 22
2.4 Net profit Margin. .. ..o 23
CHAPTER 3: RESEARCH METHODOLOGY ....cuitiiiiiiiiiiiiieiieeee e e s seiiieeeee e e e s snnnnneeee s 25
G 70 11 £ [T 1o o IR 25
3.1 Data collection MEthOd...............uuuiiiiiiiiiiiii e 25
3.2 DAtA ANAIYSIS ... ee e e et a e e s nnaae 26
3.3 RESEAICN TESION ...ttt e e e e e e e e e e 26
3.4 REQIESSION @NAIYSIS .....uuutiuuiuuuiiiiiiiiiiieiteeeeeeeeeeeaeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 27

3.5 HYPhOtESIS tESTING...cieiiiieeeiee e 32



ABSTRACT

The study evaluates the profit performance of Islamic bank (Bank Islam Malaysia Berhad
(BIMB) in terms of profitability ratio analysis such as Return on Asset, Return on Equity and
also Net Profit Margin for the period 1990 until 2009. Financial ratios are applied in
measuring these performances. T-test and F-test are used in determining their significance.
The findings of this study will be beneficial to Bank Islam Malaysia Berhad in recognizing the
factors that determine the profit performance. This uses secondary data and data analysis to
shows the relationship between the profit and ROA, ROE and NPM and the factor that highly
influence the profit performance. Finally, the findings indicate that two independent variables
have significant relationship towards dependent variable which is the ROA and NPM have

significant relationship with profit performance.



