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ABSTRAK

Pemilihan struktur hutang-ekuiti amat penting dalam dasar pembiayaan syarikat. PT
modal merupakan bahagian penting dalam sistem kewangan masa kini. Syarikat patuh
syariah mewakili bahagian yang besar dalam pasaran modal di Malaysia, dengan p & g-
masing sebanyak 35% dan 56% daripada pasaran modal Malaysia dan pasaran mo: ;%Valau
bagaimanapun, tidak terdapat banyak kajian dalam bidang ini yang%1a husus
mengetengahkan kesan nisbah hutang berfaedah dan nisbah hutang berasaskan Islam
dengan menggunakan data hutang yang berasingan. Topik ini sangat ing berikutan
metodologi saringan syariah yang disemak semula baru-baru ini deng penggunaan
tanda aras nisbah kewangan, yang mengakibatkan jumlah kerugiaw a 130 syarikat
patuh syariah pada 2013 dan tahun-tahun selepasnya. Hal ini menimbulkan kebimbangan

tentang kesan tanda aras nisbah kewangan, iaitu had atas hut rfaedah sebanyak

a
33% daripada jumlah aset syarikat ke atas prestasi syari atgh syariah. Oleh itu,

sebahagian besar kajian ini tertumpu kepada kesan ju aj berasaskan Islam,
terutamanya kesan nisbah hutang berfaedah dan nisbah Wm ke atas
prestasi syarikat patuh syariah di Malaysia. Kajian jni ju liti optimum
jumlah leveraj berasaskan Islam yang membo iah
memaksimumkan prestasinya mengikut nisbah h yang

305 syarikat patuh syariah yang dilaporkan s
setengah tahun Majlis Penasihat Syariah sepanj
2017. Bagi kajian ini, syarikat sampel
Suruhanjaya Sekuriti Malaysia (SCM) unt
syarikat patuh syariah. Kajian ini rnenmd

bagi mencapai matlamatnya. Kajian ini apati bah,
Islam memberi kesan negatif kepad
ukuran prestasi, iaitu pulangan ekui
hutang berfaedah memberi kesa
kedua-dua ukuran prestasi, n
yang menggalakkan syarikat n perolehan tertahan, dan
bukannya hutang, sebagai s biayaan yang tinggi. Namun
begitu, jumlah hutang Berasaskan Isla e an keputusan yang bercampur-
campur. Di bawah pu ju estasi, keputusan nisbah hutang
berasaskan Islam adalah s f ah hutang berfaedah, iaitu negatif

dan tidak signifikan."Walau baiafqg\:pun, nisbah/hutang berasaskan Islam mempunyai
an o

korelasi yang po an pulangan’ aset sgg{ ai penunjuk prestasi. Hal ini mungkin

berlaku diseba per ah m g berasaskan Islam yang lebih kecil atau
di bawah nigba bang :a%mdmtgn? an sesebuah syarikat memaksimumkan
1

jlan d ‘%10 hingga
erlu a peringkat
masing-masing sebagai
ane§ regresi ambang
'unl‘g\; everaj berasaskan
a&] di bawah kedua-dua
n.tidak signifikan. Nisbah

patuh syariah di bawah
gatif ini menjadi petanda

nilainya sep ng ayan adl dala laporan analisis deskriptif. Kemungkinan
sebab ya in idlah peluanglpertum yang lemah seperti yang dicadangkan dalam
kepustakaan‘yang beﬁﬂ( tangDapat gresi ambang mencadangkan bahawa tiada nilai
amba %signiﬁ a 1 $egi statistik antara jumlah leveraj berasaskan Islam dengan
prestasi, syatrikat patuh syariah. atan ini selari dengan hasil perhubungan tak linear
an jumlah leveraj berasa Islam berganda dua dengan prestasi syarikat patuh
iah, iaitu negatif dan tidak signifikan. Hasil regresi yang tidak signifikan ini
ong pihak berkuasa kawal selia kewangan Malaysia, iaitu Bank Negara Malaysia

CM, untuk menyemak semula tahap kecekapan pasaran modal Islam Malaysia

g, sebahagiannya, akan meningkatkan penyertaan nisbah leveraj berasaskan Islam
lam struktur hutang-ekuiti syarikat patuh syariah di Malaysia.



ABSTRACT

The choice of debt-equity structure is very crucial in corporate financing polict
capital markets are an important part of the today’s financial system.4&Shari ah-

compliant companies represent major part of the capital market 1 ysia,
representing an average of 35% and 56% of the Malaysian capital markét and Islamic
capital market respectively. However, the field lacks studies which speéi ly address

the effect of interest-bearing debt ratios and Islamic debt ratios using separated debt
data. It is a vital topic due to the recent revised shari’ah screening Wology with
the adoption of financial ratio benchmarks, which led to an avesage total loss of 130
shari’ah-compliant firms in 2013 and later years, raising conce&ut the effect of
financial ratio benchmarks namely interest-bearing debt uppe of 33% of firm’s
total assets on shari’ah-compliant firms’ performance. Th 1Systudy mainly focuses

on the impact of total Islamic leverage and particular ct offinterest-bearing
c%&q’ ﬁaysia. The
ich a 'ShaQ"‘ah-

llm t’%l'owed

y sarﬂ})led 305

study also examines the optimal level of total Isla
compliant firm may maximise its performance
conventional debt ratio being 33% of a firm’s

continuously reported shari’ah-compliant fi i eR)-rt of the
Shari’ah Advisory Council from 2010 to 2017 %tud ) h requires
ire CM t eserve their

the sampled companies to meet the two-tier requir
position as shari’ah- compliant companie M pangl data analysis and
threshold regression in order to attain t§goals,The resea un the total Islamic
leverage affected negatively on themnan e of 'ah-Corhpliant companies
under both performance measures, flamely retu \qq 1 turn on assets, but it
was not significant. The interest-bearing'debt vati

%\c

ffect the performance
of shari’ah-compliant firms’ p e per. ance measures, but it is

t
not significant. The negative & ted as hat raged shari’ah-compliant
companies to adopt retained earnimgs T debt source of funds because of

high financing cost. Howev total Isla ebt roduced mixed results. Under
return on assets as per ceindicator, thd resu Islamic debt ratios were similar
to the findings of interest-bearing debt-rati sJ'wh{'gh were negative and insignificant.
However, Islamic Watlos %\Q itively,_correlated with return on assets as
performance indiﬁrge is arcke possibly b

was smaller or belo th i ich a firm could maximise its value as the
reported des& analysis lie other reason could be poor growth
opportunities a§tclated literature sugge St(s'.q'hreshold regression findings suggested that
there was o hi Qas statistically significant between the total

eshold/value,
Islamic rage and the pe gma f Shari’ah-compliant companies. This is in line
with t of nonlinear rélatiofighip between the squared total Islamic leverage and
ner&
ni

the mance of shari ’ah-cq@pf iant companies, which resulted in a negative and
t. The insigniﬁcanhvsults of regressions encourage the financial regulatory

in
a s%ﬁes in Malaysia, namely Bank Negara Malaysia and the SCM to review the
t a

cy level of the Malaysian Islamic capital market, which, in part, will enhance

rticipation of Islamic leverage ratios in the debt-equity structure of shari’ah-
pliant companies in Malaysia.


https://en.wikipedia.org/wiki/Bank_Negara_Malaysia

ua.édl\

I JW W) Blawl a2l hgf olabn (3 2831 WU Bl 2SI G — Opl [

X

bpdle & U ) o pm B8 1o RS eyl e il USTadl e QU W Lgs
OB (el g Ul e Y I ) Gy W W A g g0 756 5 735 Yo el i

W) il iy 36 e W) Ol e 3B ) amy e Jolis g L) U] s JU s
les slezel ae 1350 Jaall opidl amdll domgin G So go2se 4l sl Ol bl el
L codns Log 2013 ple (3 any,2ll o Al 3575 130 Layus adla] 5)lus bow sl (ool L W )

Jyol Qe 0 733 gag sl Lod &) Optll SV ) 2y 2JUig
il b e ool ey auhall oda 35 Jllbs  aadlaY) 2 Bl - /lJ\ glol  Jo oS3l
SISl sl Lo oY) ) g 36 ed g Ol G (o -y sy (ISTIE, | U

o il B & pandd 2BV U OV s sl

INoles b olay gl 6T

EN & aadlay) aadl e witlse 2528 305 e s g 1o L) e 733
Al s 2y 2017 1) 2010 e opadl ghiz 3 el e
Lidle 3 AW Gl dza e st oUlbadfilpl Lslole Js c;kf@u,« Eodl 1 ey

Al ladly amglll Sbly W anhl) codgin) L aeSle Yiedine)l B A IS 08T oS e blisl)
By i) e sl S ST e UL %‘%m il cé\.\q-” Agslaal 3ad ol e
B e @‘ Stz e ‘*ﬁ‘%ﬁjm e M JB 3 2dY)
STy celsY wliio IS7 1 (3 2l DS BB e Ul 3056 ad g Oppal) (s
st L)Y o5 e 2 A e wsld) o] ‘l-'% e 2t bl WO s oo
Ao ol sl LY lbp% AU o) oy ool S ) 0 Yy
Jod & ol WQ P N \w&’sum;b‘w A58 oYl e sl b 3
JsaY) g&xw\&&@u 2 R %WJ\ (I3 mag Rage pbg dd OIS g 300
Y A 3 Saaglbi T £ YJJJFQA Bgtll ) OY ey W e s L o5 a5

I
f}w%; It U Y WE PV U PENC P PN E SO MU

NP lg el S paodl Al ) s oplal alall ols Sl i LS s
MA Slaz 1y .@%}!@{J\ oo Al SIS elsly asdl Y1 AW andl ) Jla]  aslan]

o gl Aedla ) il ae a8l AT eholy Ran il BSLLY A A oy 2kl i

Sl a=dlg (Ll (3 AU Al lalldl llud dagll e S s degs pds ke

= e s QI SV U ) B 3587 (s e e Lidle (3 W1 G153 dnny (53U

3 B! dngid) e A8l SIS e L 0pll A8 Bsi Sen (3 RSl Y1 AW A (s BSjLE

Ll

vi



TABLE OF CONTENTS

CONTENT
AUTHOR DECLARATION
ACKNOWLEDGEMENTS
ABSTRAK

ABSTRACT
AL-MULAKHKHAS
TABLE OF CONTENTS
LIST OF TABLES

LIST OF FIGURES

LIST OF ABBREVIATIONS

1.4 Research Questions..........
1.5 Objectives of the Stu
1.6 Significance of the S
1.7 The Scope of the

1.8 Organization

CHAPTER 2 SH&‘NI SCREE
N

LI
: . 23 . .
2.1 Oyexview Islamic Equities N@}et in Malaysia................ooeeeennnn. 24

n
uriahéc ?ﬁ Exchange Traded Funds (i-ETFs)................... 25
A

~g__1' 2 Shariah-complia@al Estate Investment Trusts (i-REITs)............... 25

\?2. 1.2 International standard for Shari’ah Stock Screening.....................26
0 2.1.3 The development of Shari’ah Stock Screening in Malaysia............... 29
2.1.4 Shariah rulings for mixed companies.............c.ccevvviiiiiiiiiienneennnnnn. 31

2.1.5 The foundation of the benchmark of one-third........................... 32

vii



2.1.6 Shariah Screening Methodology of Securities Commission Malaysia:
Old and New Guidelines. ...........ooviiiiiiiiiiiiiiiiiiieeean
2.2 The Foundation of Islamic Capital Structure in Islamic Capital W nd

Islamic Financing InStruments ............cccceevveeveenieenienieccen o 8 e

2.2.1 The Foundation of Capital Structure in Islamic Capital

2.2.2 Islamic Financing Instruments..........cccccccovvviiiiiiinnnnnen. T ............. 40

3.1 The Theoretical Revi

3.1.1 Irrelevance Theo
3.1.2 Debt and axeT
3.1.3 Static Tra%
3.14 Peckin&der h
3.1.5 Age&)st Theory .
3.1.6 'Mg
3.1 %t Timi
3. ical Studies S

@ebt and Firm PerfQrmance..........cccooevieriiiiniinieeceeeeceeee e 71

.2 Account Payablegn)d Firm Performance...........cccceevvveeiiiecniieeieeee, 72

%\.23 Current Ratio (liquidity) and Firm Performance .............ccoccoevieniienene 73
3.2.4 Asset Turnover (efficiency) and Firm Performance ............cccoeeeeneenne. 73

0 3.2.5 Growth and Firm Performance ............oooveeooeeeeeieiiieeeeeieeeee e 74
3.2.6 Firm Size and Firm Performance ...........cceoevvveeerriiiieeeniiieeesiieeeeeieee e 75

3.2.7 The Gap in the Literature and Future Study .........ccccooerviiniininincnnenn. 76

viii



3.2.8.1.1Hypotheses Development and Theoretical Research............... 81

3.2.8.1 Hypotheses Development............c.oovviuiiniiiiinniiiannann..s
3.2.8.1.1 Debt and Firm Performance................................ \%
3.2.8.1.2 Account Payable and Firm Performance.............4 % ..... 83
3.2.8.1.3 Current Ratio liquidity and firm Performance...."" i, ..... 83

3.2.8.1.4 Asset Turnover (efficiency) and Firm Perform&?ﬁ.. ......... 84
3.2.8.1.5 Growth and Firm Performance.............. V .............. 84
3.2.8.1.6 Firm Size and Firm Performance........."

3.2.8.2. Theoretical Research Framework

329Conclusion......ccovvveeiiiiiiiiiiinnnnn 2

CHAPTER 4 DATA AND RESEARCH MET OLO(}Y Y S | ol 90
4.1.1 The importance of Research D% z .......... \ ....... g ............. 90
4.1.2 The Target Population......... %’ ......... °'} ............. <§ ...................... 91
4.1.3 Sampling Criteria and Saw ari’ah C laint@npanies ........... 93
4.1.4 Data Sources and Dat@ection \du

4.1.5 Study Variables............}

4.1.5.1 Dependent V& ............
4.1.5.2 Independe iable :
4.1.5.3 Cont m: ...................
4.2 Research Methodology ...
4.2.1 Adv ;ggfpanll dat

422°P ﬂggat nalysi qcedu@
#
423 é@ofp nel D aﬁmés? ............................................................... 109

&Fool?i L. /.. @ .................................................. 109
:éﬁ'z Fixed EReCtd MORT ..........oocccovvvee oo 110

.3.3 Random Effeo@{\ﬁ,E) Model ..o 111

\1.2.4 Tests of Hypothesis.........oooeiieiiiiiiiiiii e 112
% 4.2.4.1 Poolability Test .....oueiiniiiiiii i e 112
0 4.2.4.2 Specification Test........couvviiiiiiiiiii i 113
4.2.4.3 Serial Correlation...........oevuiiuiiiiiiiii i, 115

4.2.5 Threshold regression. .. .....ovuveeeiiiiiiiiii i, 116



4.2.6 The adopted software for data Malaysia.............................. 117

4.2.7 Chapter SUMMATY . ........ouiuitirinit ettt ereeiere s eneeaenss Y’

CHAPTER SRESULTS ANALYSIS ...

5.1 Descriptive Analysis

5.2 Correlation Matrix

5.3 Panel Regression Analysis

5.3.1 Total Islamic leverage and the performance
companies
Malaysia......covvuiiiiiiii s
5.3.1.1 ROE is the performance indicator....
5.3.1.2 ROA is the performance indicatof."

5.3.2 Total Islamic debt and total interev
shari’ah-compliant companies in w a...

5.3.2.1 ROE is the performan i‘@or ........
hc

5.3.2.2 ROA is the performan:

5.3.3 Short-term Islamic le e%nd IM
performance of shari ’é}lianpcom 1es 1<Q
5.3.3.1 ROE is the per ance indi

5.3.3.2ROA isLhe p?ormanc indi

5.4 The threshol sion models:

55 Summary@&%res@ ..... & ..................................... 180
~

CHAPTER %MC SI10 ?N CLUSION, LIMITATIONS AND
OR FU ARCH.................. 181

SUGGES’Q'
6.% y findi oo Q\ .................................................. 181

51. otal Islamic leveEa';gg and the performance of shari’ah-compliant
co%me ........................ I ettt 182

6.1.3 Islamic debt ratios and the performance of shari’ah-compliant

F070) 401073 0§ 183

6.1.4 The threshold regression results..............coooiiiiiiiiiiiiiiiiin, 184

X



6.2 Implications of the Research..................cooi S

6.3 The Contribution of the Research....................oooiii e 0
6.3.1 Body knowledge / academic community....................... 3 .... ) ... 189
6.3.2 Contribution for industry.............cccovviiiiiiiniiin.ld ... 189
6.3.3 Policy maKers...........oooviiiiiiiiiiiiiiiiieeienns V: .............. 190

6.4 Suggestions for Further Studies....................4. .88l 190

191



LIST OF TABLES

Table cq\age

Table 2.3: New Shariah-Compliant Securities Screening Methodology....35

Table 3.1: Summary of Capital Structure Theories ' 67
Table 3.2: Summary of empirical literature review: pu of study,

sample sizes, variables, data sources and ghe literature gap. ¢ \Y'
Table 3.3 Hypotheses of the study 8} _{')
Table 4.1: The economic sectors, total numbe \:T

shari’ah complaint companies T 92
Table 4.2: The net economic sectors an Mple

for each sector \ 94
Table 4.3: Historical Data of Sharn’%c:mplain\'np ni

consistently-reported i’‘ahc nie 96

99

Table 4.4: Summary of the C\ Isl%ﬁ In @ﬁe
Table 4.5 Summary o e@%ﬁ alﬁ Independe riable Names,

Symbols, itions, Referenc anld %‘ected Signs 102

4 2

Table 4.6 Reports %rol Velr mes, ols, definitions,
references and e& sig & 104
Table 5.1 R%xlm ary of des Jip'@;g-dnalysis 120
Table 5.2 @ s descriptive nal@ before and after adoption of financial ratio

E e 125

. N
eports frequencies an(@precents ............................................... 126

Y

e 5.5 Display of correlation matrices in the second model......................... 129
able 5.6 summaries correlation matrices in the third model............................ 130
Table 5.7: Panel data regression results of total Islamic leverage and sampled shari’ah-

compliant companies in Malaysia............c.oooiiiiiiiiiiiiiiiii 135



Table 5.8: Panel data regression results of total Islamic leverage and sampled shari’ah-

compliant companies 1nMalays1aY!

Table 5.9: Panel data regression results of total Islamic debt and total inte@ing
debt and the performance of shari’ah-compliant companies in Malaysia™™,, ....... 149

Table 5.10: panel data regression results of total Islamic debt and tota%terest-bearing

debt and the performance of shari’ah-compliant companies in \QaN YoM 156

Table 5.11: Panel data regression results of total Isla e rage' ratios and the

performance of shari’ah-compliant companies in Malay

Table 5.12: Panel data regression results of short-te
leverage ratios and the performance of shari’

Malaysia.....ocooveiiiiiiiiiiiii e
Table 5.13 Summary of the findings of both of %eshol 177

Xiii



Figure

Figure 1.1:

Figure 1.2:

Figure 3.1:
Figure 3.2:
Figure 3.3:
Figure 3.4:
Figure 3.5:
Figure 3.6:

LIST OF FIGURES

The proportion of Shari’ah-Compliant Companies Vs. T

of Malaysian Capital Market 11
The Shari’ah Companies and the Effect of Revised F'narx.

Ratio Benchmark w 14
Debt and the Leveraged and Unleveraged Firms’ \¥e~ 52
The Weighted Average Cost of Capital l 54
Debt Effect and Firm Value \do Y56

- | &
The Costs of Capital and the Average hteéd Cos _\ 57
The Static Trade-Off Theory and Fi e \3‘ 59

The theoretical Framework V g\

Xiv



LIST OF ABBREVIATIONS

ICM Islamic Capital Market Y'
BM Bursa Malaysia \
MM Main Market %

SCM Securities Commission Mw

SCD shari’ah-compliant Debt

ID Islamic Debt

STID Short-term Islamic Debt

LTID
TID
STIBD
LTIBD
TIBD
TIL

AP

CR

AT
LnSIZE
GRWTH
RoE
RoA

STOT Y. tatic Trade-off Theory
POT etki rder Theory
ACT % b ¢ A Cost Theory
ignalling Theory

rket Timing Theory
\ i o slamic Finance
IEM % ‘? ) o ‘—) Islamic Equity Market
IFS Q} Islamic Financial System
DVs % 2 ) $ Dependent Variables
IVs % 4 Y‘ Independent Variables

VA v Control Variables
$

Ordinary Least Squares

P v Pooled OLS
G Fixed Effects

Random Effects
S Explanatory Variables

XV



