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ABSTRACT

This study is aiming to find the determinants of non-performing loans towards
commercial banks in Malaysia and identify what is the most variable effect the non-
performing loans (NPLs). The variables used inflation rate, interest rate, exchange rate
and gross domestic product (GDP). In achieving the objective of the study, the E-Views
is used in running the data and test the regression analysis. To find the effect of these
variables towards non-performing loans, the data collected on quarterly basis from 1%
January 2007 until 31% December 2016. In determining the relationship between all
variables with non-performing loan, the Ordinary Least Square Method is used in
multiple linear regressions. The finding showed the non-performing loans (NPLs) are
statistically significant with inflation rate, interest rate and exchange rate. However, it is

statistically insignificant with gross domestic product (GDP).
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