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ABSTRACT

In these studies. is to determine the key influencing the performance of Islamic
banking in Malaysia by using return on asscts (ROA) as the dependent variable. The
study focuses on loan loss provision to total asscts, nct loans to total assets, total
overhead cost to total assets, sharcholders cquity ratio, bank size. gross domestic
product (GDP) and inflation. The study’s goal will be to examine the performance of
the fifteen (15) Islamic banks in Malaysia that may cmploy pancl specifics in terms of
ROA in the period of 2011 to 2020. In fact. our data assessment methodology. as well
as all associated material pertinent to this study. such as the annual reports of each of
the Islamic banks, DataStream. and I:Views. will be implemented in this study. The
Pooled Ordinary l.east Squares (O1.S) Model is used to regress the balanced panel data.
The result for this study shows that net loan to total assets, total overhead cost to total
assets, shareholders® equity ratio, bank size, gross domestic (GDP) and inflation have

significant relationship with the performance of the Islamic bank in Malaysia.

Keywords: Bank size. gross domestic product (GDP). inflation, Islamic banking, loan
loss provision to total assets, net loans to total asscts, return on assct, sharcholders equity

ratio and total overhead cost to total assets.



ACKNOWLEDGEMENT

First and foremost, | would like to thank ALLLAH Almighty, who gave me the
courage. health, and energy to complete my research proposal on time, and without
whose assistance, this study. which required untiring cfforts, would not have been

possible to complete within the time constraints.

The key elements required from the supervisors are motivation, encouragement,
guidance. corrections, advice, and overall support to write and complete a thesis of a
high standard and quality within deadlines. It gives me great pleasure to express my
gratitude and give due credit to my supervisor. Miss Nurulashikin Binti Romli, whose
assistance has always been available when 1 needed it and who has provided me with

all of the necessary components to complete my dissertation on time.

Not to mention, many thanks to my parents and siblings for their unwavering
support and prayers for my success in completing this research proposal. Last but not
least, thank you for being a good friend when I was struggling to finish this rescarch.

Thank you for contributing your thoughts. ideas, and information to this study.

Last but not lcast. I would like to thank everyone who has contributed directly
or indirectly for giving me moral support and who has prayed for my health and the

successful completion of my dissertation within the time constraints.

Thank you.



TABLE OF CONTENTS

Pages

AUTHOR'S DECLLARATION i
ABSTRACT i
ACKNOWLEDGEMENT iii
I'ABLE OF CONTENTS iv
LIST OF TABLES vi
LIST OF FIGURES vii
LIST OF ABBREVIATIONS viii
CHAPTER ONE: INTRODUCTION 1
11 Introduction 1
1.2 Background of the study 1
1.3 Problem statement 3
1.4  Research questions 6
1.6  Research objectives 7
1.6  Significance of the study 7
1.7  Scope of the study 10
1.8  Limitations of the study 11
1.9  Definition of key terms 12
1.10 Summary 16
CHAPTER TWO: LITERATURE REVIEW 17
2.1 Introduction 17
2.2 Literature Review on Islamic bank performance 17
2.3 Literature Review on Return on Asset (ROA) 20
2.4 Literature Review on Loan Loss Provision to Total Assets (LLPTA) 22
2.5 Literature Review on Net Loan to Total Assets (NLTA) 24
2.6 Literature Review on Total Overhead Cost to Total Assets (TOTA) 25
2.7 Literature Review on Shareholders Equity Ratio (SER) 27
2.8 Literature Review on Bank Size (LNBS) 29
2.9 Literature Review on Gross Domestic Product (GDP) 31
2.10 Literature Review on Inflation 33
2.11 Theoretical/Research Framework 34

2.12 Summary 35



CHAPTER ONE
INTRODUCTION

1.1 Introduction

The purpose of this study is to look into the key impact of performance Islamic
banking in Malaysia. This chapter will briefly cover the background of study, problem
statement, research question, research objective, significant of the study, scope, and
limitations of study, as well as provide a quick definition of key terms and a summary
of chapter one. To recapitulate, this study will include a total of five chapters. The first
chapter will discuss the introduction to this research, the second chapter will discuss
the literature review of the research from previous studies conducted by other
researchers, the third chapter will discuss the research methodology, the fourth chapter
will explain the study's results and findings, and the fifth chapter will summarize and

describe the research's conclusions and recommendations.

1.2 Background of the study

Every country has financial institutions that reflect the government's financial
policies and oversee economic development and money management. All funding
capital is managed and controlled by financial institutions. The presence of financial
institutions contributes to the growth of a country's economic operation. Malaysia now
has three types of financial institutions which are conventional banking, investment
banking, and Islamic banking. The phenomenal growth of Islamic financial institutions
over the last two decades is interesting. Furthermore, Islamic finance has the potential
to serve both the world's rising 1.7 billion Muslim population and an increasing number
of interested non-Muslim clients. (Nourrein & Mennawi, 2020). From 2012 to 2017,

Islamic financial assets increased by 6% to US$ 2.44 trillion, with additional growth



