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Leavrage Analysis between traditional and Sharia-compliant institutions,
comparative study - the case of Malaysia
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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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ABcLDpTA 11.06 898 527 7.98
51 ABcLDpTA 315 199 442  2.83
52 ABcLDpTA 499 207 266  2.35
53 ABcLDpTA 7.27 371 315 361
54 ABcLDpTA -3.42 058 -3.64 -2.11
55 ABcLDpTA 091 318 -042 217
56 ABcLDpTA -9.69 334 -13.10 -5.19
57 ABcLDpTA -8.16  -3.60 023 -2.68
58 ABcLDpTA 098 650 38.86 11.54
59 ABcLDpTA 1474 1212 10.70 10.08
50 ABcLDpTC 1437 1776 7.39  12.69
51 ABcLDpTC -18.18 16.03 30.53 7.45
52 ABcLDpTC -109.62 3.17 549 -596
53 ABcLDpTC 9.82 1128 484 5.76




2018/(01)05 — ISSN 2392-5302 sy} Luaiill 4y i 5l Al

54 ABcLDpTC -5.05 043 -395 -231
55 ABcLDpTC 0.88 461 -1.61 222
56 ABcLDpTC -13.44 549  -17.11 -7.25
57 ABcLDpTC -15.24 -454 -022 -558
58 ABcLDpTC 599 327 4751 11.09
59 ABcLDpTC 19.09  14.94 11.99 13.96
50 ABcTDpTA 1478 10.00 35.37 18.00
51 ABcTDpTA 1167 1409 1221 1354
52 ABcTDpTA 358 917 546  9.17
53 ABcTDpTA 750 1066 023  5.22
54 ABcTDpTA -3.43  -0.09 -2.62 -0.99
55 ABcTDpTA -3498 7.80 -0.37 -5.00
56 ABcTDpTA -7.35  -3.13  -24.22 -7.56
57 ABcTDpTA -11.68 -7.38 390 -3.74
58 ABcTDpTA 430 136 2798 7.70
59 ABcTDpTA 1514 1059 1056 10.18
50 ABcTDpTC 1538 1490 -0.34 8.16
51 ABcTDpTC 1143  -34.74 -10.22 11.44
52 ABcTDpTC -13.99 1198 4.94  5.70
53 ABcTDpTC 9.34 2037 049  7.70
54 ABcTDpTC 612  0.67 675  4.86
55 ABcTDpTC 12379 9.08 -1.55 20.14
56 ABcTDpTC -6.82  -2.55 -29.19 -9.23
57 ABcTDpTC -20.82 -8.71 341  -13.61
58 ABcTDpTC 837  -270 24.03 3.95
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Energy 50
153 Basic Materials 51
101 110 211 Industrials 52
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