@

S

FACTOR THAT AFFECT NON- PERFORMING LOAN IN MALAYSIA

MOHAMMAD FAIEZ BIN ABDULLAH
2012435558

BACHELOR OF BUSINESS ADMINISTRATION
(HONS) FINANCE
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
JOHOR.

JUNE 2015



ACKNOWLEDGEMENT

Foremost, I wish to count my blessings and thanked Allah S.W.T for providing me with the
mental and physical faculties as well as other positive attributes notably perseverance to
complete this challenging research paper. Special mention goes to my research advisor sir
Oswald Timothy Edward for his guidance, supervision and support. His constructive comments
and suggestions greatly assist in the successful completion of this project paper. Also not

forgetting, thank you to my second examiner sir Syamsul Samsudin.

I also take this opportunity to extend my appreciation to all those who have assisted in one way
or another in the completion of this research paper. Sincere thanks to all my friends and office
colleagues for their understanding, kindness and moral support during the testing time undertook
to complete this assignment. Last but not least, my deepest gratitude to my beloved parents for

their unwavering support, invaluable assistance and sincere blessings.

Thank you.



ABSTRACT

The main purpose of this study is to measure the relationship between macroeconomic

variables and the non- performing loan in Malaysia.

The empirical data were collected from Bank Negara Malaysia (BNM). The paper
provides empirical results that the gross domestic product (GDP), Inflation and Unemployment
rate are the key determinants of non-performing loan. Besides that this paper also collect data

from secondary data journal that relate with this research.

This paper also shows us the relationship between macroeconomic variable such as gross
domestic product (GDP), unemployment rate, and inflation rate. These variables will determine

whether it will affect the price of the house in Malaysia.

The limitations of this research are only focus only in Malaysia, and all the variables
mostly conduct in Malaysia. Besides that, non-performing loan may not necessarily be
influenced by the gross domestic products (GDP), unemployment rate and Inflation rate in
Malaysia. Other than that is sometimes the information that gather in this paper is outdated
information. Besides that, the secondary data information may be differ from one sources to
another sources which is sometimes is hard to determine which data is correct. In this study also
will mostly monitor the loans from the financial institution and banks only. Loan from the
government are not included. The independent variable in this study also only takes the variable
that can be measure such as Gross Domestic Product, unemployment rate and inflation. The
other independent variable such as moral hazard, behavior of borrower and analysis by the banks
to give loans are not included because this variable are not easy to measure and need a lot of time
to do the research. The result is, this study not shown the fully reason why the non-performing

loan happen by the borrower.

Mostly this paper will show us that changes in one or many variable above will have an
effect to the non-performing loan. If this happen financial institution or banks also will effect

either to give more loans or not.

This paper is useful for borrowers (consumer/ businesses) or lenders (financial

institutions/ banks) to know which factors that affects to non-performing loan. This paper also



can serve the various information to the government or Bank Negara Malaysia to take corrective

action due to non-performing loan.

The result from this study it shows that unemployment rate have a positive significant
relationship with the non-performing loan. Besides that, gross domestic product does not have
significant relationship with non-performing loan. Lastly, inflation rate in this study shows

negative significant relationship with the non-performing loan.
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