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Abstract

This research investigates the influences of debt financing on firms’ performance in the
consumer product industry in Malaysia. The firms’ performance is measured based on
return on assets (ROA), while the independent variables examined were accounts payable
(AP), short-term debt (STD), long-term debt (LTD), and firm size. The data for this research
were collected from consumer product firms in Malaysia and listed by Bank Negara
Malaysia. Fifteen years of data, from 2001 until 2015, were analyzed. The findings revealed
a significant relationship between short term debt and long-term debt towards the
performance of consumer product firms in Malaysia. However, an insignificant relationship
was found between account payable and firm’s size towards the performance of consumer
product firms in Malaysia. Nevertheless, other factors can be considered when measuring
the performance of consumer product firms in Malaysia.
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Introduction

Debt financing is very popular nowadays not only because of its tax benefits, but also
because it can attract more investors as it presents a lower risk to debtors. As choosing the
right capital structure is critical, firms have become very competitive and careful when
choosing their capital structure in order to survive in the challenging market and attract
more investors in order to expand or grow their business. In the consumer products
industry, where everything moves rapidly, firms must have a clear and strategic capital
structure strategy in order to remain nimble and competitive in the rapidly evolving
technologies and economic uncertainty. Therefore, it is important to study the relationship
between debt financing and firm performance among companies in the consumer products
industry. Previous studies on debt financing have mostly focused on companies outside of
Malaysia. Empirical studies on debt financing in Malaysia are scarce, but the general findings
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