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ABSTRACT

The main objective of this study was to investigate the relationship between Debt to
Equity, Short Term Leverage, Tangible Asset, Liquidity and Growth towards Financial
Debt. The sample of this study were taken from seven (7) listed companies under Bursa
Malaysia which are Malayan bank, Cimb bank, Public bank, Rhb bank, Hong Leong
bank, Affin bank and Ambank. The data were collected for the period of 10 years, which
was from the year 2007 - 2016. In conducting this study, researcher has used Descriptive,
Correlation and Regression analysis in order to obtain accurate results for this research.
The sample was found to be asymmetric whereas the distribution has heavier tails and a
sharper peak than the normal distribution. There was an amount of 31.73% of the
dependent variable that was explained by the independent variables used in this study as
referred to the R-squared indicator. The study is positively auto-correlated as its value is
below 2 and the error terms were found to be not normally distributed. Besides that, GLS
was not needed since the error term was homogeneous. The results that were established
in correlation were, a significant and positive relationship was discovered between short
term leverage and growth with financial debt. On the other hand, there was a negative
relationship between debt to equity, tangibles asset and liquidity with financial debt. The
results obtained along conducting this study have enhanced our understanding on the
factors that affects the leverage level of financing companies in Malaysia.



ACKNOWLEDGEMENTS

In the name of Allah, the Most Compassionate, the Most Merciful

Alhamdulillah, praise be to Allah for the opportunity given to complete this partial
fulfilment of dissertation with good conditions. I am grateful of the health and blessings
granted by Him.

To my advisor, Madam Shashazrina binti Roslan and my co-advisor, Madam Rohanizan
bin Md Lazan, | am blessed to be guided and assisted by your wise advices and powerful
insights in making sure that this proposal will become a reality. I truly appreciate all the
valuable lesson given and | am forever in debt with the dedication and integrity that both
of you have shown.

As for my family, T could not express my gratitude for the amount of sacrifices both of
my parents had given me and for supporting me right from the beginning. I will not be
able to reach this stage without any of your presence throughout my entire journey.

Finally, my friends, who had always been cheerful and generous to share their knowledge
and ideas in improvising my research proposal without any doubt. I am captured by the
kindness that all of you had shown and I am thankful for the energy, money and time
spent in completing this project paper.



TABLE OF CONTENTS

AUTHOR’S DECLARATION.......... cesessssssnitstsesss s be e ne st i
ABSTRACT ...cooviiriinrininsninsrisnissiesnenne ettt et st aesas b e s s s e bebe b ennes ii
ACKNOWLEDGEMENTS....cotirtiintiiniinsisiinissiniitississesssossessessesssssssssessnsssssess iii
TABLE OF CONTENTS .cooviiniirreneneenensiesieesessesinesnsassessssssissssssssssassassassssessssassssss iv
LIST OF TABLE c.ccoouiiiicvenininninsisissississcsisesesessesessessssessessessessssessesssssssassssasssens viii
LIST OF FIGURES .....cciitiitiininnininntstiseisisnisesnisessssssessasssssssssesssssssssessassnsssnes ix
LIST OF SYMBOLS ....ouviiiitrtinierrinnccititsccsnntnsesssassnnsisssnssessisnscssransessssnsessassssses X
LIST OF ABBREVIATIONS ......covniniriininiintententesessesssssnsnsassssssesssssssssnsssssssnes xi
CHAPTER ONE: INTRODUCTION ......cccoociiiiiiiiiniiineenciteee e 1
L1 INEPOQUCLION ..ttt s 1
1.2 Background Of Study .......ccccoooiiiiiiiii 2
1.3 Problem Statement .........ccocoieriiiiriiniiiiiciini e e 3
1.4 ReSearch QUESTION ...iceeeuiiiiiieieiiitteeeeiiite e e s st e e e siree e eesrree s s siene s s saaeesssanaeesenns 5
1.4.1 Main Research QUESLION.......ccvvieeireeeiieeiieeeiee e 5
1.4.2  Specific Research QUeStion ........c..ccocieciiniiiiiiiiiiiiiiiee e 5

1.5 RESEArCh ODJECTIVES .oriviiiiiieiii ettt ettt sreeve st s s 6
1.5.1 Main Research ObJECtiVES ...cc.evvviiiiieiiiiicicc e 6
1.5.2  Specific Research ObJectiVes......cceeviiriiriiriiiriiiecieirecee e 6

1.6 Significance Of StUdY.....cc.oovvieiiiiiiiii 7



CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

A simple word of leverage can be understood as one of the method used by a firm
to finance their assets. Leverage is one of the financial instruments or borrowed capital
that is used to increase the potential return of an investment, for example margin. In other
words, leverage is also known as debt in which a certain amount of money borrowed from
one party to another party. Besides that, debt is one of the methods that a firm or even an
individual used to purchase a large amount of goods or services that they cannot afford to
pay under certain circumstances. From the financial perspective, leverage is an obligation
to pay a sum of money for a service render or delivery of goods under a specific
agreement.

Financial leverage is created when an organization used debt in their financial
structure. It is used to multiply the yield on investment provided returns that are generated
by the exceeding of debt over its cost. Usually, party who owes the money is called as
debtor and the other party who gives the money to be owed is called as creditor or lender.
Loans, bonds, commercial paper can be listed under the example of debt.

Most of the firms use debt to finance their operations. Thusly, the firms had the
opportunities to expand its leverage since it can put resources into the business operations
without expanding its equity. From other research, it is found that organization that have
more debt than equity is considered to be highly leveraged. This research is focusing on

the determinants of financial leverage level of financing companies in Malaysia.



