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CHAPTER 1

1.9 INTRODUCTION

1.10 Abstract

This paper looks at financial statement variable that likely have an impact on firm
profitability. Researcher collect firm financial data from recent years and test for factors
affecting company’s Return on Assets. Researcher concentrate on two factors which are
internal factors and external factors. Researcher find evidence that firm’s debt to equity and
liquidity are all significant in determining ROA. Furthermore, Researcher found evidence

that inflation rate and interest rate from external factors were also relatively significant.

1.11  Background of Study

Understanding profit of company is important for certain people especially for a
manager and researcher. In this study, Researcher will focus on Determinants of
profitability of company (MCIS Safety Glass Sdn. Bhd.) as tool to identify factor that
influence profit. This paper will focus on Return on Assets and factor that influence it.
Basically researcher refer to annual report of MCIS Safety Glass as a references and also
from previous research. Other than that, finding information on internet and magazine are

tools used in this study.

This research can be divided into 2 area which is internal factor and external factor
whereby internal factor is in the organization which include liquidity (current ratio) and debt

to equity while external factor is outside environment such as interest rate and inflation rate.
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