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ABSTRACT

Abstract- The purpose of this research is to make an attempt to predict the firm bankruptcy of PN17
companies in Malaysia. This research will use Return On Equity (ROE) the main indicator. This research
includes independent variables which are total debt to total asset, cash to total asset, total asset turnover,

inventory to total asset and asset turnover.

Purpose- There are three purposes of the studies which are exploratory, descriptive and causal. In this
research, the dependent variable and independent variables are related to each other which are cause and
effect, which means that this study is a causal research. The purpose of this study is to analyse and explore
the relationship between working capital efficiency and profitability whether the result is positive or
negative relationship. In addition, this research engage with hypothesis testing which it explains the nature
of relationships that can be established between independent variables that debt ratio, average collection

period, inventories turnover and current ratio.

Design/methodology/approach- data are retrieved from the utilizing journals, internet and DataStream for

the annually period of 2010-2013. Multiple regressions are applied to as to find the result for this research.

Findings- By using the Multiple Linear Regression method, the researcher found Total liabilities to total

assets has a significant relationship with the return on equity.

Research limitations/implications- The four selected independent variables of capital structure for only
small percentage explanation of the dependent variable. Next is the difficulty on using the short period of
data which is only provides five (4) years and only 15 listed companies in PN17 companies of Bursa

Malaysia are using for the sources.



Table of Contents

1.0 Introduction
1.1 Background of Study
1.2 Problem Statement

1.3 Research Questions

1.3.1 Main Research Question
1.3.2 Specific Research Questions

1.4 Research Objectives

1.4.1 Main Research Objectives
1.4.2 Specific Research Objectives

1.5 Scope of Study
1.6 Significance of Study
1.7 Limitation of Study

1.8 Definition of Terms

1.8.1 Return On Equity

1.8.2 Total Debt To Total Asset

1.8.3 Bankruptcy
1.8.4 PN17

- 1.9 Summary

2.0 Literature Review

2.1 The Relationship between Financial Ratios and

Predicting the Bankruptcy of Firms.

2.2 Summary
3.0 Research Methodology
3.1 Data Collection
3.1.1 Secondary Data
3.2 Variables
3.2.1 Dependent Variable
3.2.2 Independent Variables
3.3 Research Design
3.3.1 Purpose of the Study

Pages

10
11
11
11
11
11
11
12
12
12
12

12
13

13
13
13

14

17
17
18
18
18
18
18
18
18
18



3.3.2 Types of Investigation
3.3.3 Researcher Interference
3.3.4 Study Setting
3.3.5 Unit of Analysis
3.3.6 Time Horizon

3.4 Research Framework

3.5 Sampling Design
3.5.1 Target Population

3.5.2 Sampling Size

3.6 Test Consideration for Data Analysis

3.6.1 Descriptive Analysis
3.6.1.1 Skewness

3.6.2 F-Test
3.6.3 Normality Test
3.6.4 Correlation Analysis
3.6.5 Multicollinearity
3.6.6 Coefficient of Determination R?
3.6.7 Zulkarnain Z-model

3.7 Summary

4.0 Data Analysis

4.1 Descriptive Statistics

4.2 Normality Test

4.3 Correlation Analysis

4.4 Multiple Linear Regression

4.5 Regression Analysis

4.5.1 F Test

19

19

19

19

20

20

20

21

21

21

21

21

22

22

22

22

23

23

24

24

25

26

27

28

29



