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ABSTRAK

Pinjaman/pembiayaan perumahan adalah produk penting kepada bank. Salah satu
sumbangan utama kepada keuntungan bank. Kajian ini mengkaji kesan pinjaman /
pembiayaan perumahan dan pembolehubah lain dengan prestasi risiko bank di
Malaysia. Pemboleh ubah bersandar yang digunakan dalam kajian ini adalah
Pinjaman Tidak Berbayar (NPL) dan Peruntukan Kerugian Pinjaman (LLP). Kajian
ini menggunakan enam (6) pembolehubah bebas yang dibahagikan kepada dua
bahagian; pembolehubah khusus bank dan makro-ekonomi. Pembolehubah khusus
bank melibatkan pembolehubah yang dikawal dalam pengurusan bank dan ini
termasuk perbelanjaan (TEXPTI), jumlah pinjaman (TLTA), pendapatan (INCTL)
dan pinjaman/pembiayaan perumahan (LPRO). Pembolehubah makroekonomi
merujuk kepada pemboleh ubah faktor luaran dan kajian ini menggunakan Indeks
Keluaran Dalam Negara Kasar (GDP) dan Indeks Harga Pengguna (CPI) sebagai
proksi pembolehubah makroekonomi. Data ini terhad kepada bank perdagangan dan
bank Islam di Malaysia dalam tempoh 2002-2016. Hasil daripada model Rawak dan
Tetap menunjukkan bahawa pinjaman/pembiayaan perumahan mempunyai kesan
yang signifikan dan negatif terhadap bank (NPL). Bagi pemboleh ubah bergantung
lain, pinjaman/pembiayaan perumahan juga menunjukkan hubungan yang signifikan
dengan bank (LLP). Dari analisis, dapat disimpulkan bahawa walaupun bank
komersial menguasai pasar pinjaman/pembiayaan perumahan, namun bank Islam
mampu bersaing dengan bank komersial dalam jenis pembiayaan tertentu ini. Selain
daripada itu pinjaman/pembiayaan perumahan sangat penting bagi bank. Ini kerana
hasil menunjukkan pinjaman/pembiayaan perumahan adalah portfolio risiko rendah
dalam pelaburan bank.

Kata kunci: Prestasi Risiko Bank, Perbankan Komersial, Perbankan Islam, NPL, LLP



ABSTRACT

The housing loan/financing are important product to the bank due to its the major
contribution to the bank profit. This study investigates the impact of housing
loan/financing and other variables with bank risk performance of dual banking system
in Malaysia. The dependent variable used in this study is Non-Performing Loan
(NPL) and Loan Loss Provision (LLP). This study uses six (6) independent variables
which are divided into two parts; bank specific and macro-economic variables. Bank
specific variables involve variables which are controllable within bank management
and these include expenses (TEXPTI), total loan (TLTA), income (INCTL) and
housing loan/financing (LPRO). Macroeconomic variables refer to the external factor
variable and this study uses Gross Domestic Product (GDP) and Consumer Price
Index (CPI) as proxies of macroeconomic variables. The data is restricted to
commercial and Islamic banks in Malaysia within the period of 2002-2016. The
results from Random and Fixed Effect models show that housing loan/financing has
significant and negative impact on banks (NPL). As for other dependent variable,
housing loan/financing also show significant relationship with banks (LLP). From the
analysis, it can be concluded that even though commercial banks seem to dominate
housing loan/financing market, but Islamic banks are capable to compete with
commercial bank in this specific type of financing.  Furthermore, housing
loan/financing are very importance to the bank. It’s because the result show housing
loan/financing are low risk portfolio in bank investment. As nature, the housing
loan/financing will be backed by the mortgage and it will mitigate the risk in
investment.

Keyword: Risk Bank Performance, Commercial Bank, Islamic Bank, Non-Performing
Loan (NPL) and Loan Loss Provision (LLP).
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CHAPTER 1

INTRODUCTION

1.1 Introduction

House is a basic need for every human being. Beside as a protection, it serves as a
place to spend time with the family and a place where family members gather together
to celebrate special occasion. Even though house plays an important role in our life,
buying a house needs a long-term commitment and large financial obligation. With
the rise of house prices, it is difficult for people to buy house. Most people today
cannot afford to own a house and they have to apply housing financing from financial
institutions such as commercial banks and Islamic banks. It is common for
commercial banks to offer loan with interest for customers that intent to buy house. In
contrast with Islamic banks, they offer housing financing that is based on Shariah
principles where element of interest is being eliminated from the contract (Igbal and
Mirakhor, 2007; Khir, Gupta, and Shanmugam, 2007; Haron, 2005; Haron and

Shanmugam, 2001).

Housing loan/financing refers to a long-term financing facility provided by financial
institutions for purchasing house and Bank Negara Malaysia (BNM) has set a
maximum period of repayment of 35 years for this type of financing (Ahmad, 2003).
There are two types of housing loan/financing plans in Malaysia, namely fixed and
flexible housing loan plans. The fixed housing loan plan is a loan which instalment
payable on a monthly basis is fixed until the end of instalment period. As for a
flexible housing loan, it gives the borrower option to reduce the instalment at any time

by paying more than the instalment or paying in lump sum at any one time. With this
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LLP All Bank Random Effect

APPENDICES

Random-effects GLS regression Number of obs = 269
Group variable: code Number of groups = 24
R-sq: Obs per group:
within =0.0182 min = 7
between = 0.3930 avg = 11.2
overall = 0.0596 max = 15
Wald chi2(6) = 16.61
corr(u_i, X) =0 (assumed) Prob > chi2 = 0.0108
lIpta9 Coef.  Std. Err. z P>|z| [95% Conf. Interval]
texpti .0019552 .001746 112 0.263 -.0014669 .0053772
tita .0018939 .0011083 1.71 0.087 -.0002783 .0040661
inctl .0668092 .0340085 1.96 0.049 .0001537 .1334647
Ipro -.0010275 .0002985 -3.44 0.001 -.0016125 -.0004424
gdp 2.61e-06 .0003223 0.01 0.994 -.0006291 .0006343
cpi .0001208 .0003703 0.33 0.744 -.0006049 .0008466
_cons .0142727 .0052518 2.72  0.007 .0039794 .0245661
sigma_u 0
sigma_e .00662478
rho 0 (fraction of variance due to u_i)
LLP All Bank Fixed Effect
Fixed-effects (within) regression Number of obs = 269
Group variable: code Number of groups = 24
R-sQ: Obs per group:
within =0.0810 min = 7
between = 0.0387 avg = 11.2
overall =0.0251 max = 15
F(6,239) = 351
corr(u_i, Xb) =-0.7549 Prob > F = 0.0024
lIpta9 Coef.  Std. Err. t P>|t| [95% Conf. Interval]
texpti -.0052829 .002445 -2.16  0.032 -.0100994 -.0004664
tita .0006272 .0011899 0.53 0.599 -.0017168 .0029712
inctl -.0502454 .0494833 -1.02 0.311 -.1477246 .0472338
Ipro -.0027665 .0006782 -4.08 0.000 -.0041025 -.0014305
gdp .0000235 .0003152 0.07 0.941 -.0005973 .0006444
cpi -.0000102 .0003637 -0.03 0.978 -.0007266 .0007063
_cons .0513139 .0117678 436  0.000 .028132 .0744958
sigma_u .00444852
sigma_e .00662478
rho .31077656  (fraction of variance due to u_i)

F test that all u_i=0: F(23, 239) = 1.82
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Prob > F =0.0145



LLP Commercial Bank Random Effect

Random-effects GLS regression Number of obs = 140
Group variable: code Number of groups = 12
R-sq: Obs per group:
within =0.2256 min = 7
between = 0.2369 avg = 11.7
overall =0.1635 max = 15
Wald chi2(6) = 26.75
corr(u_i, X) =0 (assumed) Prob > chi2 = 0.0002
lIpta9 Coef.  Std. Err. z P>|z| [95% Conf. Interval]
texpti -.0013721 .001593 -0.86 0.389 -.0044944 .0017502
tita .0002393 .0004988 0.48 0.631 -.0007383 .0012169
inctl -.0551658 .0334218 -1.65 0.099 -.1206712 .0103396
Ipro .0011521 .0003272 3.52 0.000 .0005109 .0017933
gdp .0000147 .0001808 0.08 0.935 -.0003396 .000369
cpi -.0000585 .0002066 -0.28 0.777 -.0004634 .0003465
_cons -.0186507 .0066723 -2.80 0.005 -.0317281 -.0055733
sigma_u .00037219
sigma_e .00265713
rho .019243  (fraction of variance due to u_i)
LLP Commercial Bank Fixed Effect
Fixed-effects (within) regression Number of obs = 140
Group variable: code Number of groups = 12
R-sQ: Obs per group:
within =0.2430 min = 7
between = 0.2249 avg = 11.7
overall = 0.1534 max = 15
F(6,122) = 6.53
corr(u_i, Xb) =-0.7253 Prob > F = 0.0000
lIpta9 Coef.  Std. Err. t P>|t| [95% Conf. Interval]
texpti -.0015877 .0034771 -0.46  0.649 -.008471 .0052956
tita .0003978  .0004933 0.81 0.422 -.0005788 .0013744
inctl -.0380264  .0406563 -0.94 0.351 -.1185097 .0424569
Ipro .0026087 .0005771 4.52  0.000 .0014662 .0037512
gdp .0000345 .0001741 0.20 0.843 -.0003101 .0003791
cpi .0000107  .0001989 0.05 0.957 -.0003829 .0004044
_cons -.0441481  .0117462 -3.76  0.000 -.067401 -.0208953
sigma_u .00182593
sigma_e .00265713
rho .32075221  (fraction of variance due to u_i)

F test that all u_i=0: F(11, 122) = 2.40
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Prob > F = 0.0100



LLP Islam Bank Random Effect

Random-effects GLS regression Number of obs = 129
Group variable: code Number of groups = 12
R-sq: Obs per group:
within =0.0836 min = 7
between = 0.2828 avg = 10.8
overall =0.1016 max = 12
Wald chi2(6) = 13.79
corr(u_i, X) =0 (assumed) Prob > chi2 = 0.0320
lIpta9 Coef.  Std. Err. z P>|z| [95% Conf. Interval]
texpti .0037971  .0028324 1.34 0.180 -.0017543 .0093484
tita .0142888 .0041987 3.40 0.001 .0060595 .022518
inctl 1163562  .0558277 2.08 0.037 .006936 .2257765
Ipro -.0020857 .0008309 -251 0.012 -.0037142 -.0004573
gdp .0000239 .0006412 0.04 0.970 -.0012328 .0012806
cpi -.0000303 .0007561 -0.04 0.968 -.0015123 .0014517
_cons .0186101  .0116305 1.60 0.110 -.0041852 .0414055
sigma_u 0
sigma_e .00892422
rho 0 (fraction of variance due to u_i)
LLP Islamic Bank Fixed Effect
Fixed-effects (within) regression Number of obs = 129
Group variable: code Number of groups = 12
R-sQ: Obs per group:
within =0.1398 min = 7
between = 0.0466 avg = 10.8
overall =0.0496 max = 12
F(6,111) = 3.01
corr(u_i, Xb) =-0.4796 Prob > F = 0.0093
lIpta9 Coef.  Std. Err. t P>|t| [95% Conf. Interval]
texpti -.0033566 .00361 -0.93 0.354 -.0105102 .0037969
tita .0197818 .0067656 2.92 0.004 .0063754 .0331882
inctl .0086489 .0936856 0.09 0.927 -.1769953 .1942931
Ipro -.0020691 .0011038 -1.87  0.063 -.0042564 .0001182
gdp .0002942 .0006489 0.45 0.651 -.0009916 .00158
cpi -.0001948 .000759 -0.26  0.798 -.0016987 .0013092
_cons .0209728 .0194801 1.08 0.284 -.0176283 .0595739
sigma_u .00468545
sigma_e .00892422
rho 21608735  (fraction of variance due to u_i)

F test that all u_i=0: F(11, 111) = 1.75
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NPL All Bank Random Effect

Random-effects GLS regression Number of obs = 269
Group variable: code Number of groups = 24
R-sq: Obs per group:
within =0.1139 min = 7
between = 0.0303 avg = 11.2
overall =0.0588 max = 15
Wald chi2(6) = 22.60
corr(u_i, X) =0 (assumed) Prob > chi2 = 0.0009
npl Coef.  Std. Err. z P>|z| [95% Conf. Interval]
texpti 1.252568 .7094229 1.77 0.077 -.1378751 2.643011
tita 2541111 .390104 0.65 0.515 -.5104788 1.018701
inctl -4.690444 14.09792 -0.33  0.739 -32.32186 22.94097
Ipro -.6213077 .1473689 -4.22  0.000 -.9101453 -.33247
gdp .1165245 .1065382 1.09 0.274 -.0922866 .3253355
cpi .0338219 .1225399 0.28 0.783 -.2063519 .2739957
_cons 11.1069 2.5654 4.33 0.000 6.078811 16.135
sigma_u .97437183
sigma_e 2.1665932
rho .16822822  (fraction of variance due to u_i)
NPL All Bank Fixed Effect
Fixed-effects (within) regression Number of obs = 269
Group variable: code Number of groups = 24
R-sQ: Obs per group:
within =0.1474 min = 7
between = 0.0050 avg = 11.2
overall = 0.0328 max = 15
F(6,239) = 6.88
corr(u_i, Xb) =-0.7245 Prob > F = 0.0000
npl Coef.  Std. Err. t P>|t| [95% Conf. Interval]
texpti .0756033 .7996235 0.09 0.925 -1.499607 1.650813
tita .1025862 .3891499 0.26 0.792 -.6640156 .869188
inctl -17.36765 16.18323 -1.07 0.284 -49.24763 14.51233
Ipro -1.365424 .2218056 -6.16  0.000 -1.802367 -.9284801
gdp .1042853 .103072 1.01 0.313 -.0987604 .3073309
cpi -.0224955 .1189477 -0.19 0.850 -.2568153 .2118243
_cons 24.28813 3.848593 6.31 0.000 16.70663 31.86962
sigma_u 2.1477076
sigma_e 2.1665932
rho 49562264  (fraction of variance due to u_i)

F test that all u_i=0: F(23, 239) = 4.55
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Prob > F = 0.0000



NPL Commercial Bank Random Effect

Random-effects GLS regression Number of obs = 140
Group variable: code Number of groups = 12
R-sq: Obs per group:
within =0.4405 min = 7
between = 0.4526 avg = 11.7
overall = 0.3683 max = 15
Wald chi2(6) 80.52
corr(u_i, X) =0 (assumed) Prob > chi2 0.0000
npl Coef.  Std. Err. z P>|z]| [95% Conf. Interval]
texpti -2.586786 1.123417 -2.30 0.021 -4.788644 -.3849285
tita 1416472 .290611 0.49 0.626 -.42794 7112343
inctl -17.64196 20.63619 -0.85 0.393 -58.08816 22.80423
Ipro -1.820917 .225729 -8.07  0.000 -2.263338 -1.378497
gdp 1995253 .103994 1.92 0.055 -.0042991 4033498
cpi .0400695 .1189597 0.34 0.736 -.1930872 2732261
_cons 33.82561 4.564396 7.41 0.000 24.87956 42.77166
sigma_u 46156415
sigma_e 1.4504073
rho .09195811 (fraction of variance due to u_i)
NPL commercial Bank Fixed Effect
Fixed-effects (within) regression Number of obs = 140
Group variable: code Number of groups = 12
R-sQ: Obs per group:
within =0.4515 min = 7
between = 0.4256 avg = 11.7
overall = 0.3580 max = 15
F(6,122) = 16.74
corr(u_i, Xb) =-0.6881 Prob > F = 0.0000
npl Coef.  Std. Err. t P>|t| [95% Conf. Interval]
texpti -3.045671 1.898001 -1.60 0.111 -6.802955 7116122
tita 1412449 .2692904 0.52 0.601 -.3918423 .6743321
inctl -20.40048 22.19248 -0.92  0.360 -64.33272 23.53176
Ipro -2.720205 .3150287 -8.63  0.000 -3.343836 -2.096575
gdp .1871983 .0950214 197 0.051 -.000906 .3753026
cpi -.0136135 .1085494 -0.13  0.900 -.2284979 .2012709
_cons 49.40972 6.41175 7.71  0.000 36.71702 62.10242
sigma_u 1.4840087
sigma_e 1.4504073
rho 51144929  (fraction of variance due to u_i)

F test that all u_i=0: F(11, 122) = 6.14
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Prob > F =0.0000



NPL Islam Bank Random Effect

Random-effects GLS regression Number of obs = 129
Group variable: code Number of groups = 12
R-sq: Obs per group:
within =0.0190 min = 7
between = 0.4385 avg = 10.8
overall =0.0858 max = 12
Wald chi2(6) = 10.68
corr(u_i, X) =0 (assumed) Prob > chi2 = 0.0989
npl Coef.  Std. Err. z P>|z| [95% Conf. Interval]
texpti 2.634616  .8939121 2.95 0.003 .8825807 4.386652
tita 7201402  1.325929 0.54 0.587 -1.878632 3.318913
inctl -7.402329  17.75743 -0.42  0.677 -42.20626 27.4016
Ipro -.308037 .2612018 -1.18 0.238 -.8199831 .2039092
gdp .0233022  .1996976 0.12 0.907 -.3680979 4147023
cpi -.0287599  .2354753 -0.12  0.903 -.490283 4327633
_cons 5.968335  3.677447 1.62 0.105 -1.239329 13.176
sigma_u .22411568
sigma_e 2.65149
rho .0070937  (fraction of variance due to u_i)
NPL Islamic Bank Fixed Effect
Fixed-effects (within) regression Number of obs = 129
Group variable: code Number of groups = 12
R-sQ: Obs per group:
within =0.0796 min = 7
between = 0.0214 avg = 10.8
overall =0.0099 max = 12
F(6,111) = 1.60
corr(u_i, Xb) =-0.4720 Prob > F = 0.1539
npl Coef.  Std. Err. t P>|t| [95% Conf. Interval]
texpti -.0111033  1.072587 -0.01 0.992 -2.136505 2.114299
tita 2449327 2.010124 0.12 0.903 -3.738263 4.228128
inctl -38.26581  27.83507 -1.37 0.172 -93.42286 16.89124
Ipro -.8358015 .3279582 -2.55 0.012 -1.485673 -.1859304
gdp .0678507  .1927906 0.35 0.726 -.3141767 4498781
cpi -.1103131  .2254992 -0.49 0.626 -.5571548 .3365285
_cons 16.37371  5.787767 2.83 0.006 4.904861 27.84255
sigma_u 1.8028208
sigma_e 2.65149
rho 31614641  (fraction of variance due to u_i)

F test that all u_i=0: F(11, 111) = 3.04
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Prob > F =0.0014
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