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ABSTRACT

The aim of this research is to identify the effects of liquidity risk management on
commercial bank profitability in Malaysia. The research is performed using Return on
Assets (ROA) to examine the relationship between Current Ratio (CR), Cash Deposit
Ratio (CDR) and Loan to Total Deposit Ratio (LDR) to bank profitability. Information
for this analysis were collected from the sampled companies’ related databases and
annual reports. This study uses secondary data from six (6) conventional banks listed in
Bursa Malaysia between the year 2016 to 2020. This study uses panel data to examine
the collected data. The results of this study are focused on descriptive analysis,
correlation analysis, and regression analysis.
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CHAPTER ONE
INTRODUCTION

1.1 Introduction

Liquidity management is an important criterion that every company needs to
meet its commitments including short-term financial and organizational expenditures.
A financial institution or a corporation should be able to ensure that surplus capital is
sufficient to meet short-term commitments. Therefore, because of its close relationship
with the daily activities of an organization the analysis is one of the most relevant for
internal and external analysts. This work is carried out to examine the liquidity
management of commercial banks and determine their impact on the competitiveness
of a commercial bank.

This chapter would examine the context of the research, the description of
problems involved in this analysis, the nature of the study, the constraint of the study
and the meaning of terms used in this study. The research focuses on the effect of
liquidity management on the commercial bank's competitiveness in Malaysia.

The purpose of the study is to analyse the financial liquidity exposure of the
commercial bank in Bursa Malaysia, which included 6 commercial banks in Malaysia,
which will use panel details. In fact, the evaluation system of our data will be used in
this analysis, using all relevant information pertaining to this research as the annual

report of each of the six commercial banks, DataStream and E-views.

1.2 Background of the study

Liquidity defines how easily a property or security can be sold or bought on the
market at a rate that represents its inherent value. That is to tell, the simplicity of money
transfer. Money is universally regarded as the liquid asset, whereas real property, music
and objects are all fairly illiquid in their tangible assets. The distribution of volatility
drops at several points (Chen, 2019).

The term "liquidity" is used in order to address the bank's financial status. The
liquidity in the commercial bank represents the ability to fund its obligations by the

contractor at the time of maturity, which includes lending and investment commitments,



