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ABSTRACT

The purpose of this study is to access the effect of capital structure on profitability of
Malaysian service sector. This study is to investigate and to answer the following
research questions; what is the impact of equity financing on profitability of companies
in the service sector in Malaysia? What is the effect of long term debt to profitability
of firms in Malaysia? What is the influence of short term debt on firms’ profitability in
Malaysia? Organizations take debt as a medium to grow and ultimately grow their
profit. However, that not the case for ali the organizations. Debt also can be burden and

ultimately cause the high cost to the companies.

Then, the data used is taken from Data Stream and uses a panel data of 7 companies
from service sector within the year 2006 to 2016. The result of the study shows that,
the equity financing have positive relationship with profitability, meanwhile short term
debt and long term debt shows negative relationship with profitability. The study
concluded that the services sector companies to use equity to finance their operation as
equity financing enhance their profit. Besides that, the top management of the
organization need to develop the way of determining how capital structure should be
divided.
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