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Leavrage Analysis between traditional and Sharia-compliant institutions, 

comparative study - the case of Malaysia 
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JEL L25; G35; G32 

Abstract: 
     Firms rely on leverage to maximize the return for the owners against minor changes in the level 
of profits, through relying on borrowing to finance their activities.  
     On the other hand, Shari'ah compliant institutions avoid Reba-based loans and rely on 
alternative Financing Modes with different costs, which means difference in the degree of financial 
leverage between shari'ah and non-shari'ah compliant firms. 
    This research aims to study and analyze the degree of reliance on leverage between traditional 
and Shari'ah-compliant institutions by using a sample of the Malaysian economic listed firms. 
 
Keywords: Financial leverage; Traditional institutions; Shari'ah-compliant institutions; cost of 
Islamic financing modes; degree of indebtedness.
JEL Classification Codes :G32 ;G35 ;L25. 
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20052015DataStream
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2 2005

20151080 

3 5894 
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IND_GRP_CODE IND_GRP_Label 

42 Consumer Finance 

67 Brewers  

100 Gambling 

102 Banks 

104 Asset Managers 

106 Life Insurance 

107 Prop. & Casualty Ins. 

108 Insurance Brokers 

113 Specialty Finance 

133 Reinsurance 

141 Full Line Insurance 
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IND_GRP_CODE IND_GRP_Label 

152 Mortgage Finance 

159 Exchange Traded Funds 

41

853

5 

20052015SAC

The Shari’ah Advisory Council of the Securities Commission Malaysia

320052015

Main Market/ 
ACE Market 

Shari’ah-compliant securities 
200

5 
200
6 

200
7 

200
8 

200
9 

201
0 

201
1 

201
2 

201
3 

201
4 

201
5 

Consumer 
Products 

129 130 123 123 126 131 133 125 106 107 101 

Industrial 
Products 

289 291 280 286 280 273 268 253 194 200 194 

Mining 1 1 1 - 1 1 1 1 1 - - 
Construction 59 60 54 51 48 48 42 43 36 35 39 
Trading/Services 166 171 167 171 171 170 168 178 143 146 150 
Properties 82 78 78 75 73 71 77 74 59 67 65 
Plantation 41 40 37 39 38 38 39 39 34 37 36 
Technology 79 103 101 100 98 104 101 95 71 73 74 
Infrastructure 
(IPC) 

7 7 7 5 6 7 7 7 5 4 4 

Finance 4 5 5 5 5 3 3 2 2 2 2 
SPAC - - - - - - - - 2 2 2 
Hotel - - - - - - - - - - - 
Close End Fund - - - - -  -  - - - 
Total 857 886 853 855 846 846 839 817 653 673 667 

http://www.sc.com.my/data-statistics/list-of-shariah-compliant-securities-by-scs-

shariah-advisory-council

653886

10

20052014406

http://www.sc.com.my/data-statistics/list-of-shariah-compliant-securities-by-scs-shariah-advisory-council/
http://www.sc.com.my/data-statistics/list-of-shariah-compliant-securities-by-scs-shariah-advisory-council/
http://www.sc.com.my/data-statistics/list-of-shariah-compliant-securities-by-scs-shariah-advisory-council/
http://www.sc.com.my/data-statistics/list-of-shariah-compliant-securities-by-scs-shariah-advisory-council/
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853406447

SAC

Thomson Reuters Business 

Classification (TRBC)4
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STATA

 

 
      Variable |       Obs        Mean    Std. Dev.       Min        Max 
   -------------+-------------------------------------------------------- 
       TDpTA |      4152    25.30309    39.42775          0       1882.62 
       TDpTC |      4124    30.28399    73.11399    -3270.76    1080.45 
       LDpTA |      4151     10.3712    13.33457          0          82.32111 
       LDpTC |      4124    16.46482    29.93946     -104.75    1121.79 
              ---------------------------------------------------------- 

      Variable |       Obs        Mean    Std. Dev.       Min        Max 
    -------------+-------------------------------------------------------- 
       TDpTA |      4340    19.89642    43.54367          0       2322.1 
       TDpTC |      4335    23.55674    81.12945   -4467.18    1136.48 
       LDpTA |      4340    8.005953    10.48661          0      98.11926 
       LDpTC |      4335    15.49122       197.6     -123.35     12825.79 
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5 

Vars 
Sh
? 

200
5 

200
6 

200
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200
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200
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201
0 

201
1 

201
2 

201
3 

201
4 

201
5 

E(TDpTA
) 

0 11.77 11.56 10.32 10.57 10.50 9.69 9.64 9.22 9.98 10.04 11.37 
1 8.84 8.62 8.81 8.748.00 7.13 7.11 7.23 7.55 7.72 8.40 
∆ 2.93 2.94 1.51 1.84 2.50 2.56 2.53 1.99 2.43 2.31 2.97 

E(LDpTA
) 

0 11.77 11.56 10.32 10.57 10.50 9.69 9.64 9.22 9.98 10.04 11.37 
1 8.84 8.62 8.81 8.74 8.007.13 7.11 7.23 7.55 7.72 8.40 

∆ 2.93 2.94 1.51 1.84 2.50 2.56 2.53 1.99 2.43 2.31 2.97 

E(LDpTC
) 

0 17.56 17.96 16.23 15.98 16.12 17.52 14.31 15.60 15.18 15.53 20.15 
1 50.16 12.88 13.65 13.50 11.88 10.74 10.59 11.67 10.88 11.33 12.21 

∆ 32.60 5.08 2.58 2.49 4.25 6.78 3.72 3.94 4.30 4.20 7.94 

E(TDpTC
) 

0 28.97 34.80 31.02 32.12 33.40 25.01 28.79 30.76 30.63 32.19 24.61 
1 17.61 27.96 27.71 27.98 23.77 22.70 22.47 22.86 20.86 21.57 23.65 
∆ 11.37 6.84 3.31 4.14 9.64 2.31 6.33 7.90 9.77 10.61 0.96 

2005

2,41

TDpTALDpTA

1,156,65
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1

2005

2005

SAC

6

TRBC time 2005 2010 2015 AVG 
50 ∆BcLDpTA 11.06 8.98 5.27 7.98 
51 ∆BcLDpTA 3.15 1.99 4.42 2.83 
52 ∆BcLDpTA 4.99 2.07 2.66 2.35 
53 ∆BcLDpTA 7.27 3.71 3.15 3.61 
54 ∆BcLDpTA -3.42 0.58 -3.64 -2.11 
55 ∆BcLDpTA 0.91 3.18 -0.42 2.17 
56 ∆BcLDpTA -9.69 3.34 -13.10 -5.19 
57 ∆BcLDpTA -8.16 -3.60 0.23 -2.68 
58 ∆BcLDpTA 0.98 6.50 38.86 11.54 
59 ∆BcLDpTA 14.74 12.12 10.70 10.08 
50 ∆BcLDpTC 14.37 17.76 7.39 12.69 
51 ∆BcLDpTC -18.18 16.03 30.53 7.45 
52 ∆BcLDpTC -109.62 3.17 5.49 -5.96 
53 ∆BcLDpTC 9.82 11.28 4.84 5.76 
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54 ∆BcLDpTC -5.05 0.43 -3.95 -2.31 
55 ∆BcLDpTC 0.88 4.61 -1.61 2.22 
56 ∆BcLDpTC -13.44 5.49 -17.11 -7.25 
57 ∆BcLDpTC -15.24 -4.54 -0.22 -5.58 
58 ∆BcLDpTC 5.99 3.27 47.51 11.09 
59 ∆BcLDpTC 19.09 14.94 11.99 13.96 
50 ∆BcTDpTA 14.78 10.00 35.37 18.00 
51 ∆BcTDpTA 11.67 14.09 12.21 13.54 
52 ∆BcTDpTA 3.58 9.17 5.46 9.17 
53 ∆BcTDpTA 7.50 10.66 0.23 5.22 
54 ∆BcTDpTA -3.43 -0.09 -2.62 -0.99 
55 ∆BcTDpTA -34.98 7.80 -0.37 -5.00 
56 ∆BcTDpTA -7.35 -3.13 -24.22 -7.56 
57 ∆BcTDpTA -11.68 -7.38 3.90 -3.74 
58 ∆BcTDpTA 4.30 1.36 27.98 7.70 
59 ∆BcTDpTA 15.14 10.59 10.56 10.18 
50 ∆BcTDpTC 15.38 14.90 -0.34 8.16 
51 ∆BcTDpTC 11.43 -34.74 -10.22 11.44 
52 ∆BcTDpTC -13.99 11.98 4.94 5.70 
53 ∆BcTDpTC 9.34 20.37 0.49 7.70 
54 ∆BcTDpTC 6.12 0.67 6.75 4.86 
55 ∆BcTDpTC 123.79 9.08 -1.55 20.14 
56 ∆BcTDpTC -6.82 -2.55 -29.19 -9.23 
57 ∆BcTDpTC -20.82 -8.71 3.41 -13.61 
58 ∆BcTDpTC 8.37 -2.70 24.03 3.95 
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4

TRBC 
 

   

50 Energy 30 11 19 

51 Basic Materials 153 84 69 

52 Industrials 211 110 101 

53 Cyclical Consumer Goods & Services 142 66 76 

54 Non-Cyclical Consumer Goods & Services 109 55 54 

55 Financials 127 37 90 

56 Healthcare 15 10 5 

57 Technology 45 22 23 

58 Telecommunications Services 7 4 3 

59 Utilities 14 7 7 

853 406 447 
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