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ABSTRACT s e

The purpose of this research is to study the relationship between capital structure
and financial performance, which is focus on insurance company. Only 3 companies were
selected as sample for a year starting from 1995 to 1999, Data regarding capital structure
and financial performance of the company in the sample was collected from library in
Kuala Lumpur Stock Exchange’s (KLSE) and library in University Technology Mara,
Terengganu,

Capital structure is represented by the financial leverage ratios and measured in
term of Debt Ratio, Debt to Equity Ratio and L(;ng-ten'n Debt to Total Assets. Hence,
financial performance is represented by profitability ratios and measured in term of
Return on Investment and Return on Equity.

A statistical tool known as Time Series Package (TSP) is used to do regression
analysis. ~ The conclusion that can be derived from this research is that financial
performance is not effect much by the capital' structure. It means there a weak

relationship between capital structure and financial performance. There are other factors

that may effects the financial performance.
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ROE Return on Equity

ROI Return on Investment
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