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ABSTRACT 

The main purpose of this research is to find out the profitability determinants of 

commercial bank in Malaysia. 5 commercial banks have been chosen to represent the 

commercial bank in Malaysia during the time line from 2006 until 2015. 

ROA was chosen as a dependent variable to estimate the commercial bank’s profit, and 3 

independent variables which are liquidity, operating expenses and bank size. 

After running these data on the data analysis software which is STATA, it is found that 

only Liquidity and Operating expenses are significant variables while bank size are 

insignificant in determining the profitability of commercial banks in Malaysia for that time. 

 

 

 

 

 

 

 

 

 

 

 

 


	TITLE PAGE
	DECLARATION OF ORIGINAL WORK
	LETTER OF SUBMISSION
	ACKNOWLEDGEMENT
	TABLE OF CONTENTS
	ACKNOWLEDGEMENT iv
	LIST OF TABLES vi
	LIST OF FIGURES/GRAPHS/DIAGRAM vii
	LIST OF ABBREVIAITONS viii
	ABSTRACT ix
	INTRODUCTION 1
	1.2 PROBLEM STATEMENT 6
	1.3 Background of study 8
	1.4 RESEARCH OBJECTIVE 8
	1.5 RESEARCH QUESTIONS 9
	1.6 SIGNIFICANCE OF STUDY 10
	1.7 SCOPE OF THE STUDY 10
	1.8 LIMITATIONS OF STUDY 11
	CHAPTER 2 12
	LITERATURE REVIEW 12
	2.1 Introduction 12
	2.2 Literature Review on Profitability 12
	2.3 Literature Review on Dependent Variable 14
	2.3.1 Return on Asset (ROA) 14
	2.4 Literature Review on Independent Variable 15
	2.4.1 Liquidity: Current Ratio (CR) 15
	2.4.2 Expenses: Operating Expenses (OE 16
	2.4.3 Bank Size: Total Asset (TA) 18
	CHAPTER 3 20
	RESEARCH METHODOLOGY 20
	3.1 Introduction 20
	3.2 Sample Data 21
	3.2.1 DATA COLLECTION 21
	3.2.1.1 ELECTRONIC SOURCES 21
	3.2.2 Variables 23
	3.2.2.1 Dependent Variable 23
	3.2.2.2 Independent Variable 23
	3.3 Research Design 24
	3.3.1 Purpose of the Study 24
	3.3.2 Types of Investigation 24
	3.3.3 Researcher Interference 25
	3.3.4 Study Setting 25
	3.3.5 Unit of Analysis 25
	3.3.6 Time Horizon 26
	3.4 Research Framework 27
	3.5 STATISITC / ECONOMETRIC METHOD 28
	3.5.1 Descriptive Analysis 28
	3.5.2 Regression Analysis 29
	3.5.2.4 T-test 31
	3.5.2.5 F-Test 33
	3.5.2.6 Coefficient Determination R2 33
	3.6 HYPOTHESIS STATEMENT 34
	3.6.1 Main Hypothesis Statement 35
	3.6.2 Specific Hypothesis Statement 35
	3.6.2.1 Liquidity: Current Ratio (CR) 35
	3.6.2.2 Expenses: Operating Expenses (OE) 35
	3.6.2.3 Bank Size: Total Asset (TA) 36
	CHAPTER 4 38
	FINDING AND ANALYSIS 38
	4.1 Introduction 38
	4.2 Data Background 38
	4.3 Descriptive Statistic 39
	4.3.1 XTSET COMPANY (COMMERCIAL BANK) YEAR (2006-2015) 39
	4.3.2 Check for Descriptive statistic using command (xtsum liq exp size 40
	4.3.2.1 Mean 40
	4.3.2.2 Standard Deviation 40
	4.3.2.3 Minimum 41
	4.3.2.4 Maximum 41
	4.4 Regression Analysis 42
	4.4.1 F-test for Fixed Effect 43
	4.4.2 Breusch-Pagan LM-test for Random Effect 43
	4.4.3 Fixed Effect Model 44
	4.4.3.1 Correlation Coefficient 44
	4.4.3.2 T-statistic probability 45
	4.4.3.3 F-statistic probability 46
	4.4.3.4 R-squared 46
	CHAPTER 5 47
	CONCLUSION AND RECOMMENDATION 47
	5.1 Conclusion 47
	5.2 Recommendation 49
	5.2.1 Selection of independent variables 49
	5.2.2 Time Horizon 50
	5.2.3 Different Methodology 50
	References 51
	APPENDICES 54
	LIST OF TABLES
	LIST OF FIGURES/GRAPHS/DIAGRAM
	LIST OF ABBREVIAITONS
	ABSTRACT
	INTRODUCTION
	1.2 PROBLEM STATEMENT
	1.3 Background of study
	1.4 RESEARCH OBJECTIVE
	1.5 RESEARCH QUESTIONS
	1.6 SIGNIFICANCE OF STUDY
	1.7 SCOPE OF THE STUDY
	1.8 LIMITATIONS OF STUDY

	CHAPTER 2
	LITERATURE REVIEWS
	2.1 Introduction
	2.2 Literature Review on Profitability
	2.3 Literature Review on Dependent Variable
	2.3.1 Return on Asset (ROA)

	2.4 Literature Review on Independent Variable
	2.4.1 Liquidity: Current Ratio (CR)
	2.4.3 Bank Size: Total Asset (TA)


	CHAPTER 3
	RESEARCH METHODOLOGY
	3.1 Introduction
	3.2 Sample Data
	3.2.1 DATA COLLECTION
	3.2.1.1 ELECTRONIC SOURCES

	3.2.2Variables
	3.2.2.1 Dependent Variable
	3.2.2.2 Independent Variable

	3.3Research Design
	3.3.1 Purpose of the Study
	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


	3.4Research Framework
	3.5 STATISITC / ECONOMETRIC METHOD
	3.5.1 Descriptive Analysis
	3.5.2 Regression Analysis
	3.5.2.4 T-test
	3.5.2.5 F-Test
	3.5.2.6 Coefficient Determination R2


	3.6 HYPOTHESIS STATEMENT
	3.6.1 Main Hypothesis Statement
	3.6.2 Specific Hypothesis Statement
	3.6.2.1 Liquidity: Current Ratio (CR)
	3.6.2.2 Expenses: Operating Expenses (OE)
	3.6.2.3 Bank Size: Total Asset (TA)



	CHAPTER 4
	FINDING AND ANALYSIS
	4.1 Introduction
	4.2 Data Background
	4.3 Descriptive Statistic
	4.3.1 XTSET COMPANY (COMMERCIAL BANK) YEAR (2006-2015)
	4.3.2.1 Mean
	4.3.2.2 Standard Deviation
	4.3.2.3 Minimum
	4.3.2.4 Maximum


	4.4 Regression Analysis
	4.4.1 F-test for Fixed Effect
	4.4.2 Breusch-Pagan LM-test for Random Effect
	4.4.3 Fixed Effect Model
	4.4.3.1 Correlation Coefficient
	4.4.3.2 T-statistic probability
	4.4.3.3 F-statistic probability
	4.4.3.4 R-squared



	CHAPTER 5
	CONCLUSION AND RECOMMENDATION
	5.1 Conclusion
	5.2 Recommendation
	5.2.1 Selection of independent variables
	5.2.2 Time Horizon
	5.2.3 Different Methodology


	References
	APPENDICES



