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CHAPTER IV: RESULTS : ,
4.1 Introduction \’
. O

This chapter analyzes the results obtained from the objectives stated in Chapter
—_— Y !,

1. The first objective is to compute the claim ratio, amount of RBC, and the components

& Y I ov° ¥
of VAIC value of the fifteen takaful operators involved in this study. The second and
T 'S

third objectives are to compare the performance of those operators and the relationship
V" -N\Y v

between the three approaches with ROA and ROE using regression analysis. The results

Y o LY

will be categorized according to each fund operated by takaful operators.

~ %



4.2 Descriptive Analysis
Table 4.1: Descriptive Statistics of FamilyT?akj}ul
Company ROA ROE CR VAIC RBC Compan " |ROA ROE CR VAIC RBC
Mean  -0.0061 -0.0172 06703 1.9045  0.4304 eal 0789  0.1446 0.1391 89835 0.6117
Aja  Std-Dev 00342 00740 00434 36283 02003 , dentia@sw. ev 8.6 0.0615 0.0161 44322  0.4534
Min -0.0665 -0.1243  0.6293 -1.1447  8.0614 Min €258 0.0503 02928 4.1861  0.1200
Max 00501 00714 07401 8.0614 0.6876 Yy 04110 02014 03326 14.7487  1.0262
Mean  -0.1698 -0.2676 07439 0.9794  0.7558 5\ Jean é%.0458 01870 0.6053 51860  1.2491
AmMetLife St-Dev 00610 01106 00740  0.3408  0.3052 g:o\_{fe Xl 'Dey™ 00106 00300 01472 06427 02190
Min -0.2353 -0.4221 0.6250 0.6502  0.4532 \ in()" 00309 01445 04914 42177 0.8793
Max -0.1062 -0.1645 -0.8278 1.3748 11535\ = T Max. 00587 02216 0.8471 58064 14282
Mean ~ 00849 01282 08438 207250 32930N 7 4= ' Msan 01780 02502 05575 21271 16890
Etiga Std. Dev 00240 00385 0.1561  4.0070 1.J§,~ 3 | “\\431‘(.1. Dev 00206 00291 00987 15401  1.7249
Min 0.0599 0.0928 0.7026 16.1531 AN oy Min 0.1564 02325 04165 09253 1.3198
Max 01241 01928 1.0870 26.53%4 p 4.8275 7! = Max 02060 02920 0.6612 4.6910  1.8397
Mean 0.0001 0.0303 0.7686  4.0449 659 ,—'b/.:- 4;:" Mean 00137 00154 0.89%1 17522  0.2950
cwp | StdhDev 00901 00993 0.2661 5.% o.gf\aka (../khlas Std. Dev  0.0673 0.0902 0.1615 1.7377  0.0762
Min -0.1560 -0.1305 05681 1 61? R Min -0.0861 -0.1198 0.7069 -0.5288  0.2119
Max 00687 01272 12330 14.3%87 ,2&%‘1 e Max 00807 01050 11186 3.8119  0.3962
Mean  -0.0841 -0.1602 05172 ,l.1274 | 0. ﬁs‘ &l Mean  -0.0424 -0.0667 0.6048 -1.4738  4.4261
Great  Std.Dev  0.0690  0.1416 0.104% 757, Djj oﬁ\urich Takay St-Dev 00496 00837 00027 36457 27139
Eastern  Min -0.1701  0.3463  0.44 6462 0.6853 Min -0.1015 -0.1873 05177 -7.6305  1.3267
Max 00189 00512 0.6 15823 0. Max 00114 00168 07309 19221  8.6618
Mean 0.0040  0.0057 0.6027  1.1544
Hong Leong Std. Dev  0.0502  0.0657 9 08892 0.3226
MSIG  Min -0.0714 -o.oggsb 938 -0.2453  0.8021
Max 0.0690  0.0925™/0.8524  1.7665 1.6291
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Table 4.1 shows the descriptive analysis on both dependent and indewent
variables towards family takaful funds from 2015 until 2019. The depend@ables
are ROA and ROE, whereby the remaining are independent variables. ean value
for both dependent and independent variables for AIA are -0.0061, %0.0172, 0.6703,
1.9045 and 0.4304 accordingly with standard deviation about 0. 0.0740, 0.0434,
3.6283 and 0.2093. On behalf of AmMet Life, the averag \Y. OE are -0.1698

and -0.2676, with standard deviations of 0.0610 and 0.1 the eWis 0.7439,
L

formarice ir]fIE{n}‘g(; by

e % andardsdeviation
.306\7,, re ctive@gA and ROE
d f@ﬁqa. Accordingly,

erd that Etiga depends

which implies that 74.39% of the company's financi

the claim ratio, with a standard deviation of O.

of VAIC and RBC are 0.9794, 0.3408, 0. 75w

have mean values of 0.0849 and 01282%5 >1is 5-year
CR's average and standard deV|at|0 438 anil\sa_‘g*

on CR approximately 15.61% i%wmal erformance Qﬁ@mse the mean of VAIC

is about 20.7250, indicating \mfln]w
by intellectual capital M ut those stu ‘Béris@f Also, the average and standard
\184 acc

<</
deviation for RBC %930 ap gly
/;\m

The me

for ende d independent variables for FWD is -
0.0001, 0. 0 686, 044 anﬁ 36(?9 accordingly, with a standard deviation of
2

perform %of this company was affected

about O O o 5. 7 and 0.4765. As for Great Eastern, the average
RO OE are -0.0841 an @602 with standard deviations of 0.0690 and 0.1416.

a rage CR, which is 0.5172, implied that 51.72% of the company's financial

& rmance was influenced by the claim ratio, with a standard deviation of 0.1045. The
ean and standard deviation of VAIC and RBC are 1.1274, 0.3757, 0.3223, and 0.1440,

respectively. ROA and ROE have mean values of 0.0040 and 0.0057 during this 5-year
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period for Hong Leong MSIG. The average and standard deviation of CR, 0.7689 and
0.0499 accordingly, indicated that Hong Leong MSIG depends on CR approxTy
76.89% of its financial performance. Likewise, the mean of VAIC, which is“about
0.6027, indicates that this company's financial performance was aﬁecte&&tellectual
capital throughout those study periods. Also, the average and stan eviation for
RBC are 1.1544 and 0.3226 accordingly. \,

The mean value for both dependent and indepen X;kf for Prudential

BSN are 0.0789, 0.1446, 0.3191, 8.9835 and 0.61 ccor 'nw standard

@
- \g
deviation about 0.0359, 0.0615, 0.0161, 4.4322 and . On behalf of $ur®e the
average ROA and ROE are 0.0458 and 0.1870, wi andard deyiation @6106 and

the cq@;‘rry's financial
de@(fon 0f0.1472. The

0.03. The average CR, which is 0.6053, imphied t 60.ﬁ3%

performance was influenced by the cla %{h asta

mean and standard deviation of VAIC@? RBC a%@. KO, 6@7 1.2491, and 0.2190,
respectively. ROA and ROE ha% vallfés of 021480 25@3?2592 during this 5-year

period for STMKB. CR's Nnd[ sta ard$ ion are 0.5575 and 0.0987,
C

indicated that STMM ds o‘g R pﬁrmb’lately 55.75% of its financial

£ &
performance. Like the meT Cis 2.1271, indicating that the financial
performance of this cOmpan cted @ﬁtellectual capital throughout those study
¢
periods. Al ,c@aver e an stﬁd(r;njeviation for RBC are 1.6890 and 1.7249
% N
accordi b g f é

r Takaful Ikhlas, th e%e’rage ROA and ROE are 0.0137 and 0.0154, with a

‘@ deviation of 0.0673 and 0.0902. The average CR is 0.8961, implying that
d 1% of the company's financial performance was influenced by the claim ratio, with
standard deviation of 0.1615. The mean and standard deviation of VAIC and RBC are

1.7522, 1.7377, 0.2950, and 0.0762, respectively. ROA and ROE have mean values of
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-0.0424 and -0.0667 during this 5-year period for Zurich Takaful. The average and
standard deviation of CR, which is 0.6408 and 0.0927 accordingly, indicati t
Zurich Takaful depends on CR approximately 64.08% of its financial @ance.
Likewise, the mean of VAIC is about -1.4738, indicating that the finand%formance
of this company was not affected by intellectual capital throughout thosé study periods.

Also, the average and standard deviation for RBC are 4.4261 qu 2. 7439 accordingly.

Table 4.2: Descriptive Statistics of Genesal Tak’fu‘T\d
X

Company ROA ROE R V.,
Mean 0.1109 0. -0.5942 | 1162536 .,.4.5325
Etiga Std. Dev  0.0375 0%3'; .9995\,Y~2.7336
Min 0.0599 010928 = -0.4770" 0.7878

Max 0.1 Nwzs “-0.5559 3272944  7.6750
Mean . -02692 _“@5775  3.0737

Std. Dev 0046 (_0.8509  0.5205

Hong Leong MSIG . ! 02738 2.2961
Max 0.1 15806  3.3932

Mean . @6 1.6373  1.5035

_ Std. 0.035 265 03971  0.1140
Prudential BSN -y N 0 0503°°22.7273  -2.1231  1.3364
aiY" cﬁno} ,o.zo.é .0.0350 -1.1883  1.6035

% 017120 _0.2845 -0.4111 11561  2.8297

STMAB StdwDev \"o}. @E% 0.0941 09688  0.3054
\Min | 1564 02325 -04914 04158  2.5096

M 01983 °0.3605 -0.2649 2.7567  3.2178

\ ,o.gé%‘ 0.0154 -04831 33728 15870

e %a z 2o 0.002 01300 08178  0.4326
ﬂ , i @861 .0.1198 -0.6093 24261  0.8428

7 Y0807 01050 -03052 43176 19263

eafl \/Y:—0.0ZOl -0.0406 -0.6845 13711  A4.7618

- ; Std. De 0.0752 01119 00368 10606 4.2343
n Takaul -~ 01015 -0.1873 -0.7181 -0.1945  1.1612
06369 2.7819 12.0225

\ Min
? Max 0.0612 0.0732

Table 4.2 shows the descriptive analysis on both dependent and independent
ariables towards general takaful funds from 2015 until 2019. The dependent variables

are ROA and ROE, whereby the remaining are independent variables. The mean value
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for both dependent and independent variables for Etiga are 0.1109, 0.1521, -0.5942,
116.5236 and 4.5325 accordingly with standard deviation about 0.0375, 0.0404,

160.9995 and 2.7336. On behalf of Hong Leong MSIG, the average ROA @E are
0.0040 and 0.0057, with a standard deviation of 0.0502 and 0.0657. T ge CRis
-0.2692, and it implied that 26.92% of the company's financial perWIce was not
influenced by the claim ratio, with a standard deviation of_0.0946. The mean and
standard deviation of VAIC and RBC are 0.5775, O. YE?:]? and 0.5205,

respectively. ROA and ROE have mean values of 0.078%%and 01 GWhis 5-year

Ay
iation, whi is’—S;@B and
ximatey 11.33%

hich @;ut -1.6373,

indicates that this company's financialyperformance wasyaot af@(éd by intellectual

capital throughout those study peri@,&lso, t \w%e r;@tandard deviation for
0 S
RBC are 1.5035 and 0.1140 accerdi . 4 43/-

The mean values for both depend an] mdep den@bles for STMAB are 0.1712,

0.2845, -0.4111, 1.156 18297 accordi P/‘\M’-@Standard deviation about 0.0170,
’ &)
4 Ps.for T

0.0636, 0.0941, O.QMd O.3f)

are 0.0137 and Q:0154Wwvith devi 0f 0.0673 and 0.0902. The average CR

!

¢

is -0.4831, plie§ that .3!'% ijtRe company's financial performance was not
N

influenré{y/ e claim.[ati ,'yvith a@ndard deviation of 0.13. The mean and standard
devw,&f VAIC and RBC ar 28,0.8178, 1.5870, and 0.4326, respectively. ROA
S

@E have mean values of -0.0201 and -0.0406 during this 5-year period for Zurich
:Ta ful. CR's average and the standard deviation are -0.6845 and 0.0368, indicating
at Zurich Takaful does not depend on CR for approximately 68.49% of its financial

performance. Likewise, the mean of VAIC, which is about 1.3711, indicates that this
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company's financial performance was affected by intellectual capital throughout those

study periods. Also, the average and standard deviation for RBC are 4.7618 andw

accordingly. C}
4.3 Claim Ratio Analysis \;

An insurance company is considering good perfogmance’by clients, investors,

or existing policyholders whenever the claim ratio inc
company is higher. This will build trust from polieyholders and i

company's achievement. However, from the in&%persp(ipti e, athi
indicates they gain lower profits based on theiman \a(orman e\Which might

affect their future progress. Thus, it i\% to uate'the claim ratio made by
ated

takaful operators to keep them u
. . e &
improvements on the contributions‘and-€laims paid. (.}
“« Q-
\% So
T , S



X
Table 4.3: Claim Ratio of 15 Takaful Oper%{s’)

Claim Ratio Y‘ Claim Ratio
Company Year Family Company % Family General
Takaful General Takaful Takaful Takaful
2015 | 62.93% 015 | 29.28%  3.35%
2016 | 65.51% 016/ | 31.54%  10.01%
AIA 2017 | 68.13% Prudential 96%  8.95%
2018 | 64.55% 3249%  2272.73%
2019 | 74.01% 13326% NA
2015 | 62.50% 2 \?4%
2016 | 82.78% Y- R, 6 67%
AmMetLife 2017 | 76.04% St L 201Q\.T64.11%
2018 | 76.52% L}/ ﬁ%\ 2018™ | 49.14%
2019 | 74.10% 84.71%
2015 | 70.26% 66.12%  26.49%
2016 | 79.50% 64.21%  36.94%
Etiga 2017 | 90.26% . il 53.89%  45.90%
2018 | 73.17% 5%90 52.90%  49.14%
2019 |108.70% 2.28% ﬁ $ 2019 | 41.65%  47.08%
2015 | 63.61% ; 5“ 2015 | 77.35%  40.65%
2016 67.80% 2 Takay Tk 2016 | 111.86%  60.15%
FWD 2017 | 56.81% " [y 2017 | 9452%  49.32%
2018 | 724199 Q == 2018 | 70.69%  60.93%
2019 ; oy ,& 2019 | 93.62%  30.52%
2015 [P44.08% :l c_.‘jJ 2015 | 70.10%  70.84%
2016, 46,08% / (O zuichTakaful 2016 | 56.77%  7181%
Great Eastern 20 h‘@ 61% $ Berhad 2017 | 73.09% NA
&Qv 48.86% 7~ & o 2018 | 51.77%  63.69%
%g 69.99% AV 2019 | 68.69%  67.46%
\ 79.49%  1752%
Hong Le 16 | 77.99%  26.43%
M 2017 | 75.07%  36.62%
2018 | 69.38% NA
2019 | 82.54% NA

83
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Table 4.3 shows that incurred claim ratio for Prudential BSN company is lowest for
family takaful fund, which means this company gains relatively high profit and

suffer big loss after paying the claim amount throughout the five-year inter (%015,
Prudential BSN, Hong Leong MSIG, and Syarikat Takaful Mala Berhad
encountered a low claim ratio which indicates they do not face hugeWe to paying
claims with 3.35%, 17.72%, and 26.49% accordingly. Bes wfamlly takaful,
AmMet Life, Etiga, and Takaful Ikhlas faced a high claim r kG rnd 2017, which
are 82.78%, 90.26%, and 111.86%, respectively, where ntras edWer family
takaful operators as they faced high claim ratio prob recent years. I-‘oy@r for

the general fund, Prudential BSN is considere in the e r2018 as

the incurred claim ratio is highest among rat th aveobie aluat&s is because

the number of claims received by the |s greate trlbutlons Apart
from that, Etiga Berhad, Hong MSIG, a aful Ikhlas Berhad
encounter lower profits sincet d clﬁm rati rﬁzy\takaful fund are higher.
The result supports high clai caT re Iossgbdou (2014).

{

« 1
4.4 Risk-Base ap | Anally5|s
Table @ T lev ff!:lpl‘ilb equired by BNM for each takaful fund of

either fa %ul or general ka@e{cording to the fifteen listed takaful operators.
v % 3
S S



85

Table 4.4: RBC Level of 15 Takaful Operators

Risk Based Capital (RBC)

Company Family Takaful General Takaful
2015 2016 2017 2018 2019  Awerage 2015 2016 2017 20 Average

AIA 35.99% 24.89% 23.91% 68.76% 61.64% 43.04% -
AmMet Life 100.48% 115.35% 61.30% 55.47% 45.32% 75.58% -
Etiga 342.84% 482.75% 384.56% 221.61% 214.72% 329.30%)]528.58% 767.50% 610.23% % 78.78% 496.27%
FWD 299.18% 297.61% 349.21% 389.46% 397.49% 346.59% -
Great Eastern 29.93% 45.47% 36.83% 40.37% 853% 32.22% :
Hong Leong MSIG ~ 162.91% 126.23% 91.96% 80.21% 115.90% 115.44%|229.61% 332.58% 3 0 327.96% 307.37%
Prudential BSN 12.05% 12.00% 102.62% 95.14% 84.02% 61.17% |156.86% 160.35% 157.48% 143.45% 154.53%
Sun Life 142.82% 135.74% 87.93% 135.30% 122.75% 124.91% -
Syarikat Takaful

. 171.71% 173.90% 175.74% 139.18% 183.97% 168.90%|250.96% 324:78% 307.73% 260.53% 285.25%
Malaysia Berhad
Takaful Ikhlas 39.62% 34.67% 28.23% 21.19% 23.78% 29.50% |192.6 159.§A) 84.28% 175.96% 153.13%
Zurich Takaful 132.67% 332.83% 866.18% 500.14% 381.24% 442.61% 58% 1202.55% 374.46% 487.93%

The table above shows that Etiga Berhad, Syar

|
Taka uIWa Berhad,

Y
kaful Busi s‘c;ll@d the
f% whicfi(is 130%.

ly ba\sin Zuriqérgzaful, FWD,

Etiga, and Syarikat Takaful Malaysia“Berhad/is consi 0 f(@ﬁv the supervisory

T\Of 442.61%, 346.59%

N
329.30%, and 168.90% accord%owe er, the other ily takaful operators are

and Zurich Takaful Berhad for both general and fa
satisfied amount of capital required by BNMsyi

Meanwhile, for a company that only prov

target capital level requirement wi average %m

&
unable to follow the BNM! e\hemeI erepy t@c average levels fall below
is Ea

130%, especially Tak%\ , Gre e;r‘, AD( Prudential BSN, Hong Leong
4

MSIG, and Sun LifeSLheir Rj:jﬂs are tg.ow because TCR is greater than TCA,

able @3{ not suffice as it requires. For general

¢

business, thE %e CAR a ur{ fctjeﬂive-year interval is considered suitable for

"
afuljoper ‘;sinceﬁy can achieve the minimum capital required by
re than 130% of capi{%*'Basically, among family operators, Etiga held twice

Xest CAR in 2015 and 2016, Zurich holds higher CAR in the year 2017 and 2018,

in recent years, it is shown by FWD. Early observations show that Prudential BSN
ad lower RBC levels in 2015 and 2016; however, its CAR amount boosted up starting

in 2017 by 102.62%. This result supports Lazam (2012) findings, which indicate takaful
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operators are aware and realize their solvency level is getting better after implementing

4.5 Value-Added Intellectual Capital Analysis

In VAIC analysis, the top performer is entitled to which compm&d'high VAIC

scores, indicating that it can efficiently use its knowledge, as and human capital.

) yth%alues and
takaful operat om Wear
I’

2015 until 20109.
Y-

the RBC framework.

Table 4.5, Table 4.6, Table 4.7, Table 4.8, and Table

its three components' values according to funds made

Table 4.5: VAIC Scofe (201
e

dded Intellectual

U
Year Company iy Takat
VACA V, SCVA  VAIC
AlA -0.7074 1.0791 0.0 0.4 -
AmMet Life -1.1029 1.4769 0. 7!.Kc\e 8 -\ -
Etiga -0.5593 1758 0 1581 |7 A2269  254.2975 0.9961 253.8667
FWD E 20 & 1540 14:3360 (,} -
Great Eastern 2.2 5533 0.608 8629 4% -
2015  Hong Leong MSIG 1 . 1.316 1.3374 02523 1.5896
Prudential BSN 9\
Sun Life 0.3436

8.3%‘/ 28202  1.0377 0.0363 -1.7461

: 51 5. -

Syarikat Takaful Malaysia Berhad 926 7137 -1.6330 17383 04247 05301

Takaful Ikhlas 017 5165 7 o.g4oe 12588 2.3288 1.6100 0.3789 4.3176

Zurich Takaful % 18 0317 0.0307,_-£'4194 11430 01251 1.2681
5, refe

P
VACA. JVAHU SCVA VAIC

'y ) 2
In the year 2\ rri N fam@aful fund table, Etiga surpassed all
other 10 takafuémors #@AIC{%@M of 16.1531. They were followed by
Prudential B dS tif with &/‘pscore of 8.3469 and 5.3658 respectively.
Meanw% ngst6 gen takakﬁ%perators, Etiga is the top performer with a score
of 25&7, followed by Takz@{kzalas and Hong Leong MSIG with a score of 4.3176
a N%, respectively. The VAIC score for Etiga General Takaful is the highest

use the cost of human capital allocated is lower than any of the remaining years.

ccording to the above analysis, the top performer for both types of funds amongst
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takaful operators remain with Etiga; therefore, this company outshined other takaful

operators by showing the highest score of VAIC for both categories. T

Table 4.6: VAIC Score (2016) A

Value Added Intellectual Capital (VA

Year Company Family Takaful Genetal Takaful
VACA VAHU SCVA VAIC VACAW SCVA VAIC

AIA -0.5393 0.8313 -0.2030 0.0891 -
AmMet Life -0.5990 1.2604 0.2066 0.8680 -
Etiga -0.6408 19.9595 0.9499 20.2685 28.1093 0.9970 327.2944
FWD 12152 0.1771 T -
Great Eastern -2.3071 23744  0.5788 -

2016 Hong Leong MSIG -1.5914 1.1879  0.1582 4990 1 1.1 63 -0.2738
Prudential BSN 5.7804 -1.8155 1.5508 .08%6 69
Sun Life 0.3052 3.8484  0.7401 | c}
Syarikat Takaful Malaysia Berhad -3.0742 3.3172  0.698 .30& 0.4158
Takaful Ikhlas -0.7188 -1.4839 1.6739 0 3.2697
Zurich Takaful -0.0062 1.5666 0. 32 ,0.2499 1.5831

In the year 2016, referring to the family

kafu.S fu sectiogggaa leads the
VAIC score with a record of 20.2685¢ %g with Etiga“is P@ntial BSN with a
score of 5.5157 and Sun Life with f%a of 4@Wre @&)r the general takaful
fund, Etiga remains the top pe% with'a sc of 3 \44. The cost of human
capital spent by this operatar is lower thansi er ye@%l/:ollowed by Takaful Ikhlas
and Zurich Takaful with OM dn@sl respectively. Based on the
above result, the to%ﬁorme 4 reréﬁ%’ with Etiga for both types of funds

amongst takaful,Operaters si i ompa;njgﬁéhows an outperformed VAIC score.
!
¢

'5a e f?\d}cgc Score (2017)

Value Added Intellectual Capital (VAIC)

v Family Takaful General Takaful
V. CA‘ VAHU SCVA VAIC VACA VAHU SCVA VAIC
-0.1399 8.1503 8.0614 -
N462 1.2785 0.2179  0.6502 -
\tiqa -0.5298 17.7968 0.9438 18.2108 | -1.4770 1.0000 -0.4770
WD 15652 0.3611 1.9263 -
Great Eastern -1.9551 25390 0.6061  1.1900 -

7 Hong Leong MSIG -1.5306 1.2571 0.2045 -0.0689 |[-1.6257 1.3353 0.2511 -0.0393
Prudential BSN 16.8877 -3.4306 1.2915 14.7487 |-3.1643 1.0208 0.0204 -2.1231
Sun Life 0.3316 45352 0.7795 5.6463 -

Syarikat Takaful Malaysia Berhad -3.0142 4.1387 0.7584 1.8829 |-0.8784 1.2060 0.1708 0.4985
Takaful Ikhlas 0.4271 0.6471 -0.5453 0.5289 | 0.7744 1.6119 0.3796 2.7659
Zurich Takaful -1.0731 0.8955 -0.1166 -0.2942 1.2300 0.1870 1.4170
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In 2017, according to the family takaful fund part, the top performers were Etiga,
Prudential BSN, and AIA, scoring 18.2106, 14.7487, and 8.0614 acco ;
Meanwhile, the weak performers are Hong Leong MSIG and Zurich Takaf@r the
general takaful fund, the top performers are Takaful Ikhlas, Zurich Takaftfwith VAIC
scores of 2.7659, 1.4170, and 0.4985. Meanwhile, the weak perfw are Etiqa,
Prudential BSN, and Hong Leong MSIG, with negative VAIC sceres. The takaful

ol

operators that obtained negative VAIC scores indicate tha lable to manage

well in human and knowledge resources. ‘\d
X

Year Company

2018 Hong Leong MSIG .2433
Prudential BSN -2.1129

Fanfily T: \
VACA F%VA VAIC ¥
AlA 0.1776 & 5424 2.0718 -
AmMet Life -0.7455 1.706 0.41. 1.3 -
Etiga -0.55614" 26.1337 0.9 M 4 @& 2.3754 0.5790 1.0957
FWD -0.6101 4985 O \ -
Great Eastern -1.610 3852 00.5807 557 Q -
2

©1638 1.2161 0.1777 0.2300
613 11549 0.1341 -1.2723

7294 2. -0.2086 2.2331 0.5522 2.5767
.5235 8119 | 0.8406 1.3347 0.2508 2.4261
-7.7180%,-7.6305 | -0.1533 0.6068 -0.6480 -0.1945

94,;@3521, and 4.1861 lead Etiga, FWD, and

Sun Life 0. 4.68

Syarikat Takaful Malaysia Berh: 9 316959
Takaful Ikhlas §1.1898 2:0986
Zurich Takaful % .0272 147

4
In 2018, the ‘&{C scori
Prudential BSN@e to ers f@ﬁmily takaful fund. Etiga and Prudential

!
¢
BSN have r top jperfor erfsh&%?OlG; meanwhile, this is the first year FWD

became% perfo )—Iowe& Zurich Takaful is considered inefficient in
mam&knowledge and hun@i?p:ital due to a negative score. On the other hand, for
@takaful fund, Syarikat Takaful Malaysia Berhad, Takaful Ikhlas and Etiga are
hestop performers with scores on VAIC about 2.5767, 2.4261 and 1.0957. For both

Qategories, Etiga has remained the top performer since 2016.
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Table 4.9: VAIC Score (2019)

Value Added Intellectual Capital (VAIC)

Year Company Family Takaful General Takaiul
VACA VAHU SCVA__VAIC | VACA VAHU _SGV. Ic

AIA 00791 04048 14704 -1.1447 -
AmMet Life 08311 17199 04186 13074
Etiqa -08448 223426 09552 22.4531 |-15152 188 693 0.8382
FWD 133360 10064 0.0064 14.3487 -
Great Eastern 10464 2.1040 05247 15823

2019 Hong Leong MSIG 01048 13842 02775 17665 | 0.0325 1. 0.1592  1.3810
Prudential BSN 168787 -59184 11600 12,1292 |-2.56384, L. 0.1703 -1.1883
sun Life 02064 32308 0.6005 4.2177
Syarikat Takaful Malaysia Berhad  -2.8669 67069  0.8509  4.6910 | -0. 0.4002 17592
Takaful Ikhlas 0.6643 16368 0.3890  2.6901 13905 02808 4.0849
Zurich Takaful 0.0863 -306.6216 1.0033  0.0532 2.8801  0.6528 2.7819

In 2019, the top performers for family takaful fun

]
qua, FWD,
oy

and Prudential BSN having VAIC scores 22.4531, 1 7,and 12. 2.‘M hile,

17592 of scores, the top

Syani'\kat kaful @E;sia Berhad.

In conclusion, a higher VAIC score“indicates that ta ope@%‘s have excellent

management stewardship since the;@aage tc%l%ir @?ces efficiently.
? ) S

for general takaful, based on 4.0849, 2.7819;

performers are Takaful Ikhlas, Zurich Tak
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4.6 Return on Assets (ROA) Analysis

This ratio illustrates how well a corporation does by measuring the benefit |\ s to

the money it spends on assets. In using economic tools, the higher the refl.cpse more

efficient and profitable management is.

Table 4.10: ROA Level of 15 Takaful Operators i

Return on Assets (ROA)
Company Family Takaful eral Takaful

2015 2016 2017 2018 2019 Awverage| 2015 17 2018 2019 Average
AIA -0.0665 -0.0230 -0.0038 0.0127 0.0501 -0.0061 - '
AmMet Life -0.1411 -0.2353 -0.1062 -0.2349 -0.1313 -0.1698 -
Etiga 0.0599 0.0839 0.1241 0.0728 0.0838 0.0849 | 0.059 0 241\@1402 0.1109
FWD 0.0687 0.0525 0.0127 0.0227 -0.1560 0.0001 - @ Yw
Great Eastern -0.1057 -0.1701 -0.0989 -0.0647 0.0189 -0.0841 \
Hong Leong MSIG 0.0047 -0.0714 0.0014 0.0690 0.0164 0.0040 69‘ 8'&%? 0.0040
Prudential BSN 0.0258 0.1110 0.1020 0.0974 0.0585 0.07 .0974 0.0585 0.0789
Sun Life 0.0525 0.0444 0.0513 0.0587 0.0309 0.0476
Syarikat Takaful Malaysia NV
Berhad 0.1772 0.1564 0.1606 0.1898 0.2060 0.1 \m\ .1606 0.1 0.1983 0.1712
Takaful Ikhlas 0.0447 -0.0861 -0.0222 0.0807 00 0.01 -o.ozzzé& 0.0516 0.0138

-0.1015 487 0.0612 -0.0201

Zurich Takaful -0.0208 -0.0882 -0.1015 -0.0127 14 -
A company that faces loss in a g y invest i
Zurich Takaful Berhad, and AIA %Berh@v KO

6
on Table 4.10 above, Syarik aful laysi B'érh@ interpreted to have the

A

6a-l.ues in negative. Based

highest ROA for family ta d 0f0.1780 or 17@6 On average, for every RM1

of the company's asset%l return t profit. On the contrary, AmMet

Life encounters lo &'ﬁ:@ assets
about -0.1698 UNQ9

f
invests on ive @pf net loss. Meanwhile, for the general fund,

Syarlki uI Marg had$ recorded a high ROA value throughout the five-

N
period, foIIowed@ Etiga General Takaful with 0.1712 and 0.1109,

they. | vest |th a negative average ROA value of

'jlcatOhat every RM1 of assets this company

[ I ely, which means they will receive profits of RM0.1712 and RM0.1109 in

rn for their asset investments.
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4.7 Return on Equity (ROE) Analysis

Through time, a profitable and growing ROE will mean that a busmesx?.d

at creating shareholder capital since it understands how and when to spe ings
on improving productivity and income wisely. On the other hand, a dlmlnﬁnng ROE

can indicate that the firm makes bad decisions about reinvesting resour s in inefficient

investments.
Table 4.11: ROE Level of 15 Taka
Return on Equi
Company Family Takaful

2015 2016 2017 2018 2019 Average
AIA -0.1243 -0.0483 -0.0058 0.0210 0.0714 -0.01%
AmMet Life -0.1888 -0.3437 -0.1645 -0.4221 -0.2187 -0.2675
Etiga 0.0928 0.1302 0.1928 0.1107 0.1143 0. 0.1m\0, 677 0.1521
FWD 0.1272 0.0942 0.0219 0.0388 -0.1305 0.03

%

0.0018 0.0925 0.0209 0.0057

Great Eastern 0.1691 -0.3463 -0.1863 -0.1503 0 05 -0.160
Hong Leong MSIG  0.0053 -0.0918 0.0018 0.0925
Prudential BSN 0.0503 0.2014 0.1768 0.1785 46 4 0. 17‘{0 1785 0.1159 0.1446

Sun Life 0.2013 0.1704 0.1973 0.2216

Syarikat Takaful

Malaysia Berhad 0.2325 0.2353 0.2473 0.2920 0.2 0.235 473 0.3471 0.3605 0.2846

Takaful Ikhlas 0.0604 -0.1198 -0.0304 616 Ow.ﬁ -071 .0304 0.1050 0.0616 0.0154
2

Zurich Takaful -0.0288 -0.1173 -0.1873 -0. .016%0.0667 88 0 -0.1873 0.0572 0.0732 -0.0406

Based on table 4.11 abo rikat Ta Malg&"ﬁé Berhad shows to have the

highest ROE for famlltakaﬁ fund 040 25 Qr 26‘@/0 On average, for every RM1
s sh

of shares the company hol 1'n S |ﬁ.,d§4ulll return RM 0.2593 of net profit.

However, Ade% nce@coun@ a major loss of about RM0.2675 for

every share th heir €o s cﬁpgl’) I stock. Syarikat Takaful Malaysia Berhad
recorded est E vau for general takaful fund, followed by Etiga with
0.284 521, resp ctwely@%mpany that faces loss in stocks they invest in are

ﬁQeat Eastern, Zurich Takaful and Zurich Takaful with negative ROE values.




4.8 Correlation

4.8.1 Results of multicollinearity test in Family Takaful

Table 4.12: Correlation Matrix in@y @
J

92

IVs ROA ROE CR VAIC RBC IVs ROA [ROE CF IC RBC IVs ROA ROE CR VAIC RBC
ROA 1 099 0830 -0.056 0.632 ROA 0.986 0.86970.939 20.865 ROA 1 0841 -0.723 0816 -0.111
ROE 0996 1 0797 0.018 0.603 ROE 1. 0846’ 0.887" -0.919 ROE 0841 1 -0.874 0.833 -0.333
AIA CR 0830 0797 1 -0098 0280| CredtEastem .o o.g —~1 .33@'1 00| °STMKB cr 07230874 1 -0960 -0.101
VAIC -0.056 0018 -0.098 1 -0.418 we}éag 7811 -0.665 VAIC 0816 0833 -0060 1 0.242
RBC 0632 0.603 0.280 -0.418 1 & 865 -0.019 -0.869°-0.665 1 RBC -0.111 -0.333 -0.101 0.242 1
IVs ROA ROE CR VAIC RBC IVs GR VAIC RBC IVs ROA ROE CR VAIC RBC
ROA 1 0955 -0.518 -0.419 -0.357 C@A &1. 00-£0.494 0.321 -0.464 ROA 1 0999 -0.895 0.985 -0.453
AmMetLie ROE 0955 1 0534 -0616 0067, 0\ oo @OE%%M 1620508 0360 -0.048 Takaful Ikhlas ROE 0999 1 -0.908 0981 -0434
CR -0518-053% 1 0261 -0.022 CR 0506 1 0643 0691| FamilyBerhad CR -0.8% -0.008 1 -0.875 0242
VAIC -0.419 -0616 0261 1 -0.502 ’\:tA 321 0360 0643 1  0.468 VAIC 0985 0981 -0.875 1 -0.521
RBC -0.357 -0.067 -0.022 -0.592 1 Y' B(:C?-az@y 048 0691 0468 1 RBC -0.453 -0.434 0.242 -0.521 1
IVs ROA ROE CR VAIC RBC % ﬂ\g/k%'ROE CR VAIC RBC IVs ROA ROE CR VAIC RBC
ROA 1 0985 0465 -0.146 0.285 N | ROA -4 0996 0587 -0.153 0331 ROA 1 0979 -0.101 -0.449 -0.526
cia  ROE 0985 1 0303 -0206 0393 /&mial OE4D99% 1 0612 -0.187 0.329| Zurich Family ROE 0979 1 -0.232 -0.404 -0.655
CR 0465 0303 1 0115 -0.310], 'Caécj 0587 0612 1 0368 0.820|Takaful Berhad CR -0101 -0232 1 0510 0.175
VAIC -0.146 0206 0115 1 -0.60 ‘*) / ’ 5(2 0153 -0.187 0368 1 0435 VAIC -0.449 -0.404 0510 1 -0.085
RBC 0285 0393 -0.310 -0.602 1 | ) ) ®Bc 0331 0329 0829 0435 1 RBC -0.526 -0.655 0.175 -0.085 1
IVs ROA ROE CR VAIC 7977 Vs ROA ROE CR VAIC RBC
ROA 1 0983 -0.936 -0.974 -043 ¢/ ROA 1 0988 -0.828 0975 0073
cnp  ROE 0983 1 -0870 -0.914,0782 sun Life\ ROE 0988 1 -0.745 0.971 0.056
CR -093 -0870 1 0.9854 0633 CR -0828-0745 1 -0.717 -0.408
VAIC -0.974 -0.914 0.96 0.597 VAIC 0975 0971 -0717 1 -0.150
RBC -0.743 -0.822 0.@@5@7 1 RBC 0073 0.056 -0.408 -0.150 1
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Based on Table 4.12, the correlation matrix shows multicollinearity results for
independent variables of CR, VAIC, and RBC, affecting the financial profitab
family takaful operators measured by ROA and ROE. The result above s@}at in
AIlA, there are strong positive correlations among CR and RBC tow: th of the

profitability ratios. As for VAIC, there is a weak negative correlation between ROA and

i

the opposite for ROE. Both ROA and ROE also show a high paositive €orrelation against

each other. As for AmMet Life, there is a strong correlatio bet\‘/een dependent

variables and a weak positive correlation between VAIG,and .‘NoMer, among
X

ion towards bath for f-it\jibility

nis dete etweemROA and
S eeifF

R aqé‘glgc towards

d R@For independent

three independent variables, all show a negative cor
ratios. Meanwhile, for Etiga, a strong positive ¢

ROE. There is also a weak positive cofrelati

profitability, but VAIC negatively cwaNith RO

variables, somehow, only VAIC is corre \‘wﬁh

N
On behalf of FWD, onc% str&wg pasitive <;}ct;éaation between financial
profitability ratios was detﬁ?d d T g indepen variables of CR, RBC, and
e de

VAIC. But for correla%

ratios, no serious corkglations

CR and VAIC a@o '

strong neg 'hrrela on‘s', a(dscl_:JJo ROA and ROE. Also, for independent

variableQ;%CFf d ?IC, tlé\were highly correlated against each other. For
iy

Ho ng MSIG, a perfect @'élation was found between ROA and ROE. Among
N

en indep ti'eht@ables towards both profitability

k4
\I‘ou d. Ag&rom that, Great Eastern shows that

ith Pf%’and ROE, but not RBC, since they show

-=

i \thent variables with ROA and ROE, only VAIC shows a weak positive
orrelation, but not for CR and RBC. The three independent variables were also found

have a high correlation amongst them.
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In addition, a strong positive relationship was again found between both
profitability ratios for Prudential BSN, Sun Life, STMKB, Takaful Ikhlasw
Berhad, and Zurich Family Takaful Berhad. As for Prudential BSN, C@RBC
positively correlate to financial performance; meanwhile, it contrasts IC. Also,
there is a weak positive correlation among all independent variablesWun Life, CR
found a strong negative correlation with ROA, ROE, CR, and RB owever, VAIC
shows a strong positive correlation towards profitability, b mifts RBC as RBC
shows a weakly positive correlation. For STMKB, t is ajnegativ 'rrelation
between CR and RBC towards both ROA and ROE.\t%s the opposite o’ \@ as it
showed a strong positive correlation towards nd. R ong\i/ﬁaépendent
variables, only VAIC and RBC have a weah% tiom‘oh eaché?gr.. As for CR
and VAIC towards both profitability ratigs, there are negati cor@%’ions on behalf of
Takaful Ikhlas Family Berhad and Zurich Family B \h.q‘\d\*Somehow for VAIC,

a negative correlation was foun%(ich milyzTakaf rhad, but not in Takaful
&
independ

Ikhlas Family Berhad. Ther, he t1 e riables are directly included

in both ROA and ROE% in ordf‘ ;ﬁ‘gﬂn@el data regression analysis.
&
N O

7
v



4.8.2 Results of multicollinearity test in General Takaful

¥
&
O

Table 4.13: Correlation Matrix in GenerNEaful

v~

IVs ROA ROE CR VAIC RBC " IVs ROA ROE CR VAIC RBC
ROA 1 0.908 0.187 -0.900 -0.698 \jo 1 0552 -0.037 0.299 -0.531
Etiga ROE 0908 1 0.454 -0.854 -0.385 8 !.;JF dgf€52 1 -0.728 0.925 -0.420
CR 0187 0454 1 0061 0.387 , R 0037 -0.728 1 -0.661 -0.165
VAIC -0.900 -0.854 0.061 1  0.689 Y- N VAIC 0299 0925 -0661 1 -0.527

RBC -0.698 -0.385 0.387 0.689 1 |ay ¥ o ™~ C -0.531 -0.420 -0.165 -0.527 1

IVs ROA ROE CR VAIC R -)" ‘ «IVs ROA ROE CR VAIC RBC
ROA 1 1.000 -0.007 0.316 -o}?B\ OROA 1 0999 0367 0113 0483
Hong Leong MSIG ROE 1.000 1 -0.013 0.300 &e? L%% \‘\ ROE 0999 1 0359 0.110 0.473
CR -0.007 -0013 1 0.775%31 ‘General ad CR 0367 0359 1 0792 0.223
VAIC 0316 0.300 0.775 1\ .975‘%3§ RN VAIC 0113 0110 0792 1 0542

RBC -0.078 -0.065 -0.871 -0 1, ! D RBC 0483 0.473 0223 0542 1

IVs ROA ROE CR %Rgb j',' O IVs ROA ROE CR VAIC RBC
ROA 1 0.99 -O.Z.Q 262.20:216 | (fjf ROA 1 0985 0.837 -0.035 -0.431
brudential sy ROE 0996 1 QQQ o.@ss @rich General ROE 0985 1  0.833 -0.035 -0.578
CR  -0229 -0.263,"\L " ;08 .p79f(3‘|’akaﬁ1l Berhad CR  0.837 0.833 1 -0.482 0.693

VAIC -0.262 -0.188"0)895 / 16.2@’ VAIC -0.035 -0.035 -0.482 1  0.065

RBC 0.216 0458:70.9791-0904 RBC -0.431 -0.578 0.693 0.065 1

X)) U’ x

Based on Table 4.13, on behalf of Etiga, a str

95

sitive correla@r’l between financial profitability ratios was detected. But for correlations

between independent variables towards @tability ratios, only CR shows a positive correlation. Meanwhile, both VAIC and RBC were
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found negatively correlated with ROA and ROE. Apart from that, Hong Leong MSIG
again shows the perfect correlation of 1 between the profitability. Y

There are also weak negative correlations between CR and RBC t oth
ROA and ROE, but it turned out contrast result for VAIC. Also, CR QNAIC were
found to have a high correlation against each other for independent” variables. For
Prudential BSN, ROA seems to have a strong positive correl tim ROE. CR and
VAIC show a weak negative correlation on profitabi Y

anw‘wile, a positive

correlation is detected for RBC. Among independent var s, R wa to have
| ]

ted results re‘f@ince

I% are %Xnegative

pend&j dependent

h ot@%r Takaful Ikhlas

General Berhad. Lastly, for Zurich ral Tak\PB%h ’ @e is a weak negative
N

correlation between VAIC an(i%owarﬁs the inanci@rofitability measured by
ROA and ROE. \ N
? ' N
o)

a high positive correlation with CR. As for STMAB,

CR and RBC do not positively correlate with

correlations between independent variable

7

variables were found to have a positiv relation agains
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4.9 Regression

4.9.1 Regression results for ROA model in Family Takaful \? '

Table 4.14: Statistical Tests for The Best Model Selection ROA Fami akaful

Appropriate

Test Estimation Test Approach We
\, Model

HO: Random Effect Model | Reject wwd'
Hausman Test 0'2291
V 0.

Ha: Fixed Effect Model p-

Breusch-Pagan HO: Common Effect Model
ct'™0 whe
Lagrange Multiplier .000

Ha: Random Effect Model alue.< 0.
(LM) Test e\\O‘b- \ &
£ % <SS

' e

is a significant indication for e\% hether a fi A r &om effect model is far
more suitable. The Hausman @& value f ROA <.{(;el is 0.2291, as shown in
Table 4.15. The next te of&%d to Iistin isih @:n common and random effect

models when autocorrel exi ‘I‘s Bl’gtgéh-Pagan Lagrange Multiplier (LM)

test. The rejectio/‘@ nt@esis @len the probability is less than 0.05,

Y b
indicating th dom eff eIQo()gven more relevant for ROA. Since the p-

value is @mis i“d ates't t@%’r{dom effect model is suitable for the situation.

Consequently, the rando eff:act\m"%ael is used to assess and interpret the results of the
N
odel

S

The first step in analyzing panel dat regﬁo I 'rsty ni_@qze Hausman test. It
RN
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Table 4.15: Classical Assumption Test

Reject HO when probability <
Cross-sectional Dependence Test \
Probability = o.oosﬁ,)
(Pesaran’s CD-Test)
(Cross-sectional depen tected)
Reject HO when probillity <0.05
Autocorrelation Test

Probahi 'NZQOG
(Woolridge Test)
( oseedastic)
A

Reject hen rOW§ 0.05

Heteroscedasticity Test

(Breusch-Pagan/Cook-Weisberg Test)

Normality Test % )CR av\d RBC are nQﬁdrmally
(Skewness and Kurtosis Test \ istr@%d
L

SIS
The existence of cross-section ency, hetergseed y, and autocorrelation in
REM must be validated in regard it as an g%ptable model. It is critical to
determine whether or is;model i}Leq tﬁ{o ba'mployed in preliminary analysis.

Pesaran's CD-Test sed to lde e cro ctional dependency. Once the null
hypothesis is fal@and odeJ ems to have a cross-section dependency
' &

issue becau %e}oba lity.is .0685thich is lower than 0.05. Both autocorrelation

and het@sticiti ms WGTS%\O'[ detected due to null hypothesis rejection with

p-Vv xceeding 0.05. For@ﬁality assumption, Skewness and Kurtosis test was

used, to” check the distribution of data for each independent variable, whether it is

@ ally distributed or not. The result showed that data for variable CR and RBC are
0

t normally distributed. In this study, to resolve the cross-sectional dependence

problem of the ROA model in family takaful, the PCSE model is considered appropriate
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since the cross-section, N and period, tin this study are 11 observations of family takaful

A4
0

operators against a 5-year period which means N is greater than t.

Table 4.16: ROA Model for Family Takaful

. Common Effect Fixed Effect Randam Effect PCSE
Variables
ROA ROA R ROA

Coefficient -0.1574%F  -0.1346** Vse*** -0.1574%+*
CR

Standard Error 0.0662 0.0597“0.0570 0.0352
VAIC Coefficient 0.0051** -0.0007 0.0051%**

Standard Error 0.0020 0.‘023 0.0014
RBC Coefficient 0.0032 0.0032

Standard Error 0.0080

Coefficient 0.0880
Constant

Standard Error 0.0453
Observation 55
F-test (p-value) 0.0168 0.0000
R-squared 0.1 N‘K 00231  0.1799
Number of family takaful operator 11 \k }JR. 1

e

Note: *** ** * denotes significant at @nd 10 n can%&vels accordingly

\ Q\
The estimated regression equation ?&1 Table 4.1,wi I &@}s follows:
1574

o
ROA;, = 0.088 : .00&&7{16“5 +0.0032RBC;, (4.1)

N

This indicates that an c rem%t in CR; VA ,pn@C will result in a 0.1574 drop,

0.0051 rises, and 0.0032 rises in el gf@iﬁilytakaful accordingly.
SIS

Table 4.16 at% ws!regressi ryr'eSLﬁ'rs on the common effect model, fixed effect

? O
model, q&;b‘ﬁec} delf'and P model of the ROA model for family takaful.
t

b4
Based regression result f e PCSE model, it shows that CR and VAIC have

significant positive effects on ROA at a significance level of 1%. With such a value of
é— 574, there seems to be a negative association between CR and ROA. There is no

gnificance between RBC and ROA for at least at a significance level of 10%.
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Throughout the PCSE model, one increment in CR contributes to a 0.1574 unit drop in

Table 4.17: Statistical Tests for The Best Model Selection ROE, Family Takaful

ROA, as indicated by the negative sign of the CR coefficient.

4.9.2 Regression results for ROE model in Family Takaful

? Appropriate
Test Estimation Test Approach value

Model
| Jd o

HO: Random Effect Model | R HO whe S
Hausman Test : 1&8.\‘:)
Ha: Fixed Effect Model lue < 0.0 \'q
N Y
Breusch-Pagan HO: Common Effect Magel

Lagrange Multiplier %
Ha: Random Effem

REM

(LM) Test ‘>\v
< P - -
éﬂj &

The proper steps for the ROE el:l 1 akafu@pear that the first step is by

using Hausman test in %Zelectt Papfpfia@--%odel between random effect and
:

s

fixed-effect model.%sa e| \\tq the s d step by analyzing the Breusch-

Lagrange Multi m) t \'1:>Ct thée? model amongst common effects, also

known as POQ}S n%ﬁgta%ael. Based on table 4.18, the most suitable

model m%%gs tr)e vy;'m effeé\\model as both p-values conditions sufficed the
IS test

hypﬁ ing for both testse%‘/z~
\

-
N
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Table 4.18: Classical Assumption Test

Reject HO when probability <

Cross-sectional Dependence Test Probability = 0.0 c}

(Pesaran’s CD-Test) (Cross-sectional depen&

detected) ?

Reject HO wh ility < 0.05
Autocorrelation Test Q%.
(Woolridge Test) '1
0s dw

Reject, HO,when rob lity _Q'O‘S

Heteroscedasticity Test

r alfll = .775{‘}-
(Breusch-Pagan/Cook-Weisberg Test)
o

toc elatio@ge;ted)

£

Normality Test CR andﬁ @Bt normally
(Skewness and Kurtosis Teslg) e Y ibuted

S

As for heteroscedasticity, reII , and cro Actlonal dependence test are
measured using Breu é @Ifled Wald, and Pesaran's CD-
Test, all probabl d to bf \e t as Were valued greater than 0.05, and
thus conclude t aI i Wer in ccepted This random effect model

fulfilled thegtequi d a mpti s{x p for the normality assumption based on the
\

classw&onﬁ tﬁ.) alitysassumption can be fulfilled to transform data into

norm& ribution by using th@fSE model.

N
N



102

Table 4.19: ROE Model for Family Takaful

Common Effect Fixed Effect Random Effect
ROE ROE ROE
CR Coefficient -0.2435** -0.1492 -0.1749*< -072435***

Standard Error 0.1089 0.0978 0.09 .0519
VAIC Coefficient 0.0091*** -0.0029 0.& E0091***

Standard Error 0.0033 0.0041 0.0037 0.0021
RBC Coefficient 0.0051 -0.1929 0.0051

Standard Error 0.0132 0.0129 0.0121 0.0079

Coefficient 0.1398 0.1663 0.1613 0.1398
Constant

Standard Error 0.0745 0.065 776 0.0371
Observation 55 55 55
F-test (p-value) 0.0142 h 0. 0.0000
R-squared 0.1858 0.1858
Number of family takaful operator 11 11

Note: *** ** * denotes significant at 1%, 5% and 10%si

NV
Table 4.19 represents the estimated regression equatio s\ows: E\T

ROE;; = 0.1398 — 0.2@ 0.00
This indicates that an increment in CC VAIC, a:&:%vi“ e@( in a 0.2435 decrease,
0.0091 rises, and 0.0051 rises i Odel of f ily@ul, respectively.

\@Sj“\&“

Table 4.19 shows the fregression outcomes orlt@mon effect model, fixed and

S s

random effects model, and’ th E odeléjl‘fe PCSE model indicates that the

outcome of regr @or R

!
shown by the%ive signific g at f%significance level between CR and VAIC

towards (&%s, pibw%t at a@m\t rise in CR and VAIC will result in 0.2435 and

0.0oglsop respectively in R%X:f family takaful fund. Meanwhile, the regression
N

c ient value of R? interpreted that 18.58% variation in ROA can be explained by
allindependent variables, which are claim ratio, risk-based capital, and intellectual
pital. Still, those variables are not significant enough to have a relationship with ROA

due to the 81.42% variation that cannot be explained.

A n(z-;@,e in family takaful is the same, which is
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Based on results obtained in Model 1 and Model 2, CR was found to have a positive
significance with financial profitability in family takaful. This result is proven twﬂe
as in Pervan (2012) and Abdou (2014), but it contradicts with Awuah @ The
variable VAIC found significance positively with profitability in fa aful, and

this indicates the same result proven in Alipour (2012), Rehman (2013), Syah Aji

(2015), and Kweh (2019). However, the result on VAIC co rm findings from
iKan

Joshi (2013) and Nasir (2019) since VAIC seems to have a t r‘elationship with



104

4.9.3 Regression results for ROA model in General Takaful \Y
Table 4.20: Statistical Tests for The Best Model Selection R@A.General Takaful
A v.od
» Appropriate
Test Estimation Te roach p-value
' Model
L4
HO: Common Effect Model 5 \d. -
Chow Test . Reject W_®1 p-value < 0.05 | 0.0033
Ha: Fixed Effect Mode ? e
A"\t FEM
HO: Random Effe
Hausman Test ej@‘HO when p-value < 0.05 | 0.0191
Ha: Fixed E{Le;t A
LIS
=
HO: Com 3’ Common
Breusch-Pagan Lagrange Multiplier (LM) Test L - " Reject HO when p-value < 0.05 | 1.0000
Ha: eﬁ#m Effect Model
r g \\:
N
. . \01 Wi . .
Table 4.20 shows few tests used in choosmé, p7ropr el for the ROA model in general takaful. Firstly, to select between the
common effect and fixed-effect model, the ch w an&“yggfva n. As the probability was lower than 0.05, the best model turned out to be
.: § >4
a fixed-effect model. This result is support the Hausman, teh whereas the probability of 0.0191 leads to the rejection of the null hypothesis.

S
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Even though the Breusch-Pagan LM test found common effect as the best model

due to the probability of 1.0000; still, the most appropriate model seemed to be t}vsd

effect model. q

Table 4.21: Classical Assumption Test

Cross-sectional Dependence Test

'y
Reject HO when omy <0.05
_c 3

Probab =9. 7('0
(Pesaran’s CD-Test)
0

tected)

(Cross-sectional ndeTe I
| ]

N
Reject H n prohabili <'0-_(§’)\
Autocorrelation Test

ahility 0 .Y
(Woolridge Test) t\ Y\J

(Hetero dastié\
N TP
ject HO w prot@mty <0.05

Heteroscedasticity Test X
biJity.=0.0114
(Modified Wald Test) & N
\@teco@on detected)
\
\ rm Wh§value of each independent
Normality 7%: ' Q’variable >0.05

's ¢ &
. N .
(Shaplro-mst) ,\\ (Data ariables VAIC and RBC are not

\ & normally distributed)
(f) | : S

[ )¢
On beh ssicalla ion tY' , there seems to be quite a lot of problems for the

ROQeI in general takaful,@?é autocorrelation is tested using the Woolridge test,

w \en results in the presence of autocorrelation due to the probability below 0.05.
& nwhile, for heteroscedasticity in the fixed-effect model, the suitable test to detect
s presence is by using the Modified Wald test. The result indicated that autocorrelation

was detected since the probability fell lower than 0.05. The normality issue appears to
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be the same as in previous models, whereby VAIC and RBC do not have normal

distributions since the p-values for both variables went under 0.05. Yv

Table 4.22: ROA Model for General Takaful

Common Effect Fixed Effect Ranim Effect GLS
ROA A ROA

ROA A

CR Coefficient 0.1502 0.1296 N.ISOZ 0.1502
Standard Error 0.1870 0.13? 0.1870 0.1602

VAIC Coefficient -0.0004 002 -0.0004 -0.0004
Standard Error 0.0003 ‘.0003 0.0003

Coefficient 0.0261 -0.0005 0.026 0.0261*

RBC
Standard Error 0.0161 12 0.0138

Coefficient 0.1122 0.1727 22 sQ 122
Constant

Standard Error 0.1012 0.0789 0 \C:w. 0866
Observation 1 15 ' 15 15

-~
F-test (p-value) 0.30 SY' 0.0000

R-squared 0.2464 M 0 zQA. 0.8596
Number of general takaful operator N?’. u\ 3
\ N

Note: *** ** * denotes significant at ]@n can vels accordingly

The estimated regression equation w Tabl

N
ROA;, = 0.112 %26&9— 0.0004VAICY + 0.0261RBC;,  (4.3)
This indicates that an increment'in C andéR{é will result in a 0.1502 rise,
0.0004 drops, and 0.0Z%Z'n the ROA model @eneral takaful, respectively.

o

4 2
Table 4.22 shows the regressi \0@ es g&% common effect model, fixed and
random effects p1o nd
|
regression forcq model in génefal & ul shown only RBC was significant at 1%
%v N
signific l. M’abﬂ;‘ both@R and VAIC were found to be insignificant with

Romen ral takaful fund. I@S.GLS model, one increment in RBC contributes to
N

agmé increase in ROA, as indicated by the positive sign of the regression
coeffi

0 cients. The R? value indicates that the independent variables can explain 85.96%
ariation in ROA general takaful and p-value which falls below 0.05 showed that GLS

is the most significant model.
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4.9.4 Regression results for ROE model in General Takaful

Table 4.23: Statistical Tests for The Best Model Selection ROE Genera I

* pproprlate
Test Estimation Test Approach p-va

Y. Model

HO: Common Effect Model | Reject HO wh
Chow Test .0033
Ha: Fixed Effect Model p-valuei< 0.
FEM
HO: Random Effect Model | Rej when
Hausman Test
Ha: Fixed Effect Model p-value < 0.0 L}Y.
I e
Breusch-Pagan HO: Common Effect Model 3 X Common
NV

ject whb"
Lagrange Multiplier 800 Effect
Ha: Random Effect p-va'w 5 éQ
(LM) Test N% 1 Model

-

G >’q Y14
Table 4.23 ran several tests to se!? e best esti tlonQ@del for ROE in general

q
takaful. Firstly, to select betwe 0 ] nd fixed-effect model, the chow test

N
analysis was run. Due c bability valug'that @)wer than 0.05, the appropriate

estimation model tu B.Q -effe‘; del. This result is supported by the

Hausman test y of (@?91 leads to the rejection of the null

O
hypothesis. E jthé B s;h P&gan LM test found the common effect model
as the be du t ro ab@'of 1.0000, the most appropriate model seemed
to be a ffect model

%
N

\/
\C-)
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Table 4.24: Classical Assumption Test

Reject HO when probability <

Cross-sectional Dependence Test Probability = 0.3 (‘}

(Pesaran’s CD-Test) (Cross-sectional depe

detected) ?

Reject HO wh ility < 0.05
Autocorrelation Test Q%.
(Woolridge Test) P
eros W

Reject, HO,when 1rob lity _\2'0
lfll 3(,

(Modified Wald Test) ;o
o toc Iatlo ected)

Heteroscedasticity Test

Rejec t hen@%lue of each

Normality Test %n variable > 0.05

(Shapiro-Wilk Test% gﬁ‘kw v@es VAIC and RBC are
l

n ormally distributed)
On behalf of cIasWumpt,Pn\thereé«ﬁ two classical assumption issues for
the ROE model4p general ta :

of autocorrelation was dfCO €

-

Pce t@yobablllty is less than 0.05, the existence
G'SIrQ}he Woolridge test. Meanwhile, the normality
N
|ssue a be the /s ‘ﬁwious models, whereby VAIC and RBC do not

hav aI distributions smé\e)\t'he p-values for both variables went under 0.05.

:% e, this model resolved the classical assumption problems of having abnormal
is

N,

ibution and autocorrelation by using the GLS model.
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Table 4.25: ROE Model for General Takaful

Common Effect Fixed Effect Random Effect
ROE ROE ROE E
Coefficient 0.2256 0.0098 0.225(< 56

R Standard Error 0.3054 0.2278 0.3054 .2616
VAIC Coefficient -0.0007 -0.0003 -OA -0.0007

Standard Error 0.0005 0.0003 0.0005 0.0004
RBC Coefficient 0.0447 0.0075 0.0447**

Standard Error 0.2637 0.0183 0:2637 0.0226
Constant Coefficient 0.1577 0.1452 V 77 0.1577

Standard Error 0.1652 0.128 .1652 0.1415
Observation 15 5 15 15
F-test (p-value) 0.3445 02961 0.0001
R-squared 0.2515 73 0:2515 0.8206
Number of general takaful operator 3 3 3 3

ax

Note: *** ** * denotes significant at 1%, 5% and%nifica e lev Ispc&n%ﬁngly
Table 4.25 represents the estimated regression tion as folfows: b &

a
ROE;, = 0.1577 + o.zzsecwz.oo

This indicates that an increment in CR@nd RBC

\ NV
g O.@EBC“. (4.4)
i sul@% 0.2256 increase,

rattakaful, respectively.

0.0007 decreases, and 0.0447 rises Q%ROE %Wg
‘% @ S
q %
AN &
Table 4.25 shows the regression“eutc e Cé(@mn effect model, fixed and
jThe IJS«@JeI indicates that the outcome of

:

random effects model,% mode
regression for ROEKdeI In gi
variable CR an é&ow

¢
significant to%RO at th
et S 2 oo s e o
mcreas% 0.0447 i ;mem@ROE, as indicated by the positive sign of the

regression coefficients. P-valu%t‘nat fall below 0.05 shows that GLS is the most
N

OE’in ge@aﬂ takaful. Instead, only RBC seems to be

!
|gﬁfi€§a level of 5%. In this GLS model, each unit

s;i nt model, with 82.06% variation in ROE can be explained by the independent
iables.

QBC'S only positively significant variable towards financial performance is based on

ROA and ROE models in general takaful fund. The results proved the same as in Lazam
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(2012), Lee (2019), and also Tarsono (2020). However, the CR and VAIC variables
were insignificant towards the financial performance of general takaful funds, t
at a 10% significance level. This result opposed the findings of most pre@}Jdies
but somehow supported a study by Joshi (2013), who indicated that,@*nsurance
companies depend more on physical capital, the VAIC approach thaWders human
and institutional capital as major elements have a lower contn% eaning that it is

insignificant.

4.10 Conclusion é J l _\i')
’ b

NV

In a nutshell, the variable risk-based capzl \hctto r?ygmflcant
relationship with the profitability of H(\7 rato j terms of @ and ROE for

Ie(&Q:apltal were found

general takaful business. Somehow, he cla

to be negatively associated with t ta i ft a uI ators in both ROA and

q
ROE for general takaful funds. tellww aﬁ"dalm ratio, they were found
N
positively significant tewar famlly'taka Ilor@ws meanwhile have negative
a rs.

relationship towards generaléftakaf G?) “

ST



