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ABSTRACT

This study is established to determine the relationship between capital structures and
firm performance. In this analysis, 120 consumer product companies were selected as
a sample from the Bursa Malaysia. The financial reports that collected by current study
is started from year 2013 to year 2017. This study used pooled ordinary least square
(OLS) and fixed effect model (FE) to examine the association between capital structure
and firm performance. Mostly consumer product firm raise funds though issuance
shares and need to improve its assets management. Current study result showed that
there is a significant relation between capital structure and firm performance. Total
debt to total assets (TD) and total equity to total assets (TE) have a significant and
negative relation with Tobin’s @ (TQ). Liquidity (LIQUD) and tangibility (TANG)
have a significant and negative impact on firm performance; while, firm size (SIZE)
has a significant and positive impact on firm performance. Consumer product firm
should diversify its mnvestment and involve in dif ferent market segment in order to
maximize sharcholders’ wealth. Future study can be including the external factor
variable in his or her research such as income tax, inflation rate, exchange rate and so
on.

Keywords: capital structure, firm performance, consumer product industry



ABSTRAK

Kajian ini dijalankan untuk mengaji hubungan antara struktur modal and prestasi
firma. Dalam analisis ini, 120 syarikat-syarikat dalam industri produk pengguna telah
dipilih sebagai sampel dari Bursa Malaysia. Laporan kewangan yang telah dikumpul
oleh kajian ini bermula dari tahun 2013 hingga tahun 2017. Kajian ini menggunakan
regresi panel biasa dan model kesan tetap untuk mengaji hubungan antara struktur
modal and prestatsi firma. Kebanyakan firma produk pengguna meningkatkan dana
dengan terbitan saham dan perlu meningkatkan kecekapan dan keberkesanan
pengurusan asset. Analisis ini menunjukkan bahawa terdapat hubungan yang
signifikan antara struktur modal dan prestasi firma. Nisbah keberhutangan (TD) dan
Nisbah ekuiti (TE) adalah signifikan dan negatif berhubung dengan Tobin’s Q (TQ).
Kecairan (L.IQUID) dan Ketara (TANG) juaga memberi kesan yang negatif ke atas
pretasi firma, manakala saiz firm (SIZE) memberi kesan yang positif ke atas prestasi
firma. Firma produk pengguna juga perlu mempelbagaikan pelaburan dan melibatkan
dalam pelbagai segmen pasaran untuk memaksimumkan pemegang saham pulangan.
Kajian masa depan boleh mengambil kira pembolehubah faktor luaran dalam kajian
mercka seperti cukai pendapatan, inflasi, kadar pertukaran wang dan sebagainya.

Kata Kunci: struktur modal, prestasi firma, industry produk pengguna
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CHAPTER ONE

INTRODUCTION

1.1 Introduction

This chapter begins by introducing the background to the study and sets the
research design by its problem statement. Tt will spell out the research objective,
identif y the research questions, scope of the study to determine the limits to the study,
and significance to relevant stakeholders. To clearly define the study, the various
definition used are stated at the end of the chapter ends as key terms used. In a short,
there are eight sub- topics discussed in the first chapter. Generally, to sum up this
chapter gives an overview or the big picture for reader to understand the research

design, terms used and mmportance of this study.

12 Background of the Study

This section presents the eight sub-topic that discusses the effect of capital
structure on firm performance and Malaysia consumer products industry in general.

The details are as Tollows.

1.2.1  Firm Performance and Capital Structure

The definition of firm performance and importance of firm performance
measures are discussed in this sectton. A background of capital structure and
Malaysian Consumer Product Industry condition are briefly introduced on this section.
According to stakeholder theory, firm performance can be defined as the fulfillment
of companies on their stakeholders’ right in seven aspects, they are growth,
profitability, market value, customer satisfaction, employee satisfaction, social

1
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