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Abstrak (BAHASA MALAYSIA) 

 

Peruntukan untuk kerugian pinjaman adalah perbelanjaan akruan utama dicaj kepada 

penyata pendapatan bank untuk menyerap kerugian pinjaman yang timbul daripada 

pinjaman tidak berbayar. Tujuan utama disertasi ini adalah untuk mengkaji sama ada 

bank-bank perdagangan Malaysia menggunakan peruntukan kerugian pinjaman sebagai 

alat dalam pelicinan pendapatan, pengurusan modal, dan isyarat. Disertasi ini juga cuba 

mengkaji sama ada wujud pro-kitaran melalui peruntukan kerugian pinjaman di 

Malaysia. Merangkumi tempoh 2002-2012, keputusan menunjukkan bahawa bank-bank 

perdagangan di Malaysia melakukan pelicinan pendapatan melalui peruntukan kerugian 

pinjaman tetapi tidak ada bukti untuk pengurusan modal. Disertasi ini juga mendapati 

tiada bukti bagi bank perdagangan Malaysia untuk memberi isyarat maklumat peribadi 

kepada orang luar. Walaupun terdapat pekali negatif antara peruntukan kerugian 

pinjaman dan KDNK, keputusan menunjukkan bahawa bank-bank perdagangan di 

Malaysia tidak terlibat dalam tingkah laku pro-kitaran melalui peruntukan kerugian 

pinjaman. Keputusan juga menunjukkan bahawa krisis kewangan global pada tahun 

2008 tidak menjejaskan peruntukan kerugian pinjaman bank perdagangan Malaysia. 

 

 

 

 

 

 



Abstract (ENGLISH) 

 

Loan loss provisions are the main accrual expenses charged to bank 

income statement to absorb loan losses arising from loans default. The main 

purpose of this dissertation is to examine whether Malaysia commercial banks 

use loan loss provisions as a tool in income smoothing, capital management, 

and signaling. This dissertation also examines whether pro-cyclicality exists 

through loan loss provisions in Malaysia. Covering period from 2002 to 2012, 

the results indicate that Malaysian commercial banks do smooth income 

through loan loss provisions but no evidence for capital management. This 

dissertation also finds no evidence for Malaysia commercial banks to signal 

private information to outsiders. Although there is a negative coefficient 

between loan loss provisions and GDP, the results demonstrate that Malaysian 

commercial banks do not involve in pro-cyclical behavior through loan loss 

provisions. The results also show that the global financial crisis in 2008 does 

not affect loan loss provisions of Malaysian commercial banks.  
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CHAPTER 1: INTRODUCTION 

1.1 Introduction 

Loan and advances are the largest assets of banking institutions where lending is 

the main activity to generate income. Study by Foos, Norden, & Weber (2010) found 

that loan growth represent an important driver of the riskiness of banks which the main 

source of credit risk. There will be probability of default when the borrower unable to 

make payment to the lender. 

Loan is classified as non-performing when the borrower’s payment is in arrears. 

Poor monitoring in loan activities may lead to bank failure. Several banks including 

developed and developing countries throughout the world experienced severe losses on 

their credit portfolios. The losses lead to banks failures and to a global fear of a 

systematic crisis (Boudriga, Taktak, & Jellouli, 2009 and Kauko, 2012).  

The depository institutions are permitted to make a reserve for the future losses 

based on their recent loan loss experience from their flows of incomes. It is called as an 

allowance for loan losses. Bank should maintain sufficient loan loss allowances to cover 

expected losses and maintain equity capital to absorb unexpected losses (Benston & 

Wall, 2005).  The deductions of allowance for loan losses will appear on the bank’s 

income and expenses statement as non-cash expense item called provision for loan 

losses.  

Provision for loan losses is another expense item that bank and selected financial 

institutions may deduct from its current income. The loan loss provision is the main 

accrual expenses for banks (Curcio & Hasan, 2013 and Rose & Hudgins, 2013).   
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Descriptive statistics  

 

 

Correlation matrix 

 

 

 

Multicollinearity test 
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