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ABSTRACT (BAHASA MALAYSIA)

Kgian ini menguji dua ujian datistik iatu analisis diskriminen dan model /ogir untuk
mengenalpasti  kebarangkalian sesebuah syarikat berada d [ dalam ketidakstabilan
kewangan. Kaj ian ini juga menggunakan nisbah kewangan sebagai petun) uk kepada
ketidakstabilan kewangan. Keputusan daripada kajian i menunjukkan model logii
memberikan ketepatan yang lebih tinggi berbanding analisis diskriminan.  Model logir
memberikan Ketepatan klasifikasi sebanyak 0 15 peratus dalam keseluruhan sampel dan

90 peratus dalam sampel kawalan. Manakala untuk analisis diskriminan. Ketepatan
klasitikasi adalah 84.5 peratus untuk keseluruhan sampel dan 80 peratus untuk sampel
kawalan.  Untuk analisis diskrimian terdapat tiga petunjuk d | dalam model vang
memisahkan di antara syarikat yang st@bil dan syarikat yang tidak stabil dalam kewangan
iaitu nisbah semasa. pendapatan bersih kepada jumlah aset dan jualan kepada assct
semasa. M o d el Jogir juga menunjukkan tiga faktor atau petunjuk dalam model
terakhirnya iatu ekuiti pemegang saham kepada jumlah liabiliti. aliran tunai daripada
aktiviti pembiayaan kepada jumlah ligbiliti dan pendgpatan bersih kepada jumlah asel.
Dapatan daripada kaj 1an i1 diharap dapat memberikan pemahaman tentang faktor atau
penentu kepada ketidakstabilan kewangan dan seterusny @ sy arikat dapat mengambil

langkah tertentu untuk mengelakkan kegagalan.



ABSTRACT (ENGLISH)

This study examines two ddidicd tests. which are discriminant andyss and the logit
model to predict the probability of financidly distress companies. In addition. this study
dso utilizes the usage of financial ratios as a predictor of a company in a state of
financially distressed. The findings show that the Jogit model shows better prediction
accuracy than the discriminant analysis. The logit modd correctly classified 9 1.5 percent
of the companies in the edimation sample and 90 percent for the holdout sample.
I {owever. for discriminant model. the overall accuracy rate fix the esimation and the
holdout samples are 84.5 percent and §( percent respectively. For discriminant andysis.
there arc three factors found to have sgnificant discriminating power: current ratio. net
income to total assets. and sdes to current assets. Similarly. logit model aso identified
three tactors but (wo of' the factors (shareholders equity to total liabilities and cash flow
from financing to totd lidbilities) are different from those found in discriminant andyss.
The only factor which is identified in both modds is net income to totd asscts. The
findings give clear understanding of the relevant factors that can cause financid distress.

Hence. companies could take immediate actions to avoid falure to the company.
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CHAPTER 1

INTRODUCTION

[.1 Introduction

This paper investigates the accuracy of using the logistic regression model in
order to detect financially distress firms in Malaysia. In 2001, Kuala Lumpur
Stock Exchange announced Practice Note 4/2001 (PN4) and companies. which
were identified, as PN4 companies are required to restructure its financial
condition between six to twelve months period. This chapter explains in detail the
Asian Financial Crisis in 1997, which led to the collapsed of many listed
companies in Malaysia. It becomes the basis of the financial distress study in this
dissertation. The problem statement. objectives and the significance of the study

are also stated in this chapter.

1.2 Asian financial crisis

Asian Financial Crisis in 1997, which led to the sharp depreciation in currency
and stock market upheaval had adversely affected large corporation in Malaysia.
The main factor of distress for many companies is largely related to its financing
(Arift, 1998). Before the financial crisis occurred, many of the large companies
expanded their business through the used of debt, which was obtained from the

banking sector.  According to Ariff (1998). most corporate structures of
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