CHAPTER 4

ANALYSES AND RESULTS

4.1 Introduction

This chapter presents the findings of the study. The results of the

statistical tests are reported in this chapter. This chapter consists of two main sections.

The first section encompasses the intra-sector comparison. Meanwhile, the second

section encompasses the inter-sector comparison.

The following abbreviations are used throughout this chapter.

Mi

Model 1 that represents the Augmented Dickey-Fuller (ADF) regression

without lagged difference, i.e. equation (3.7) where y; = 0

M2

Model 2 that represents the Augmented Dickey-Fuller regression with lagged

difference, i.e. equation (3.7)

M3

Model 3 that represents either Model 1 or Model 2, whichever that has a lower

Schwarz Criterion.

Abbreviations for Sectors

Construct Construction
Consumer Consumer Products
Finance Finance
Hotel Hotels
Industrial Industrial Products
Mining Mining
Plant Plantation
Property Properties
Trading Trading/Services

Firm names are also abbreviated. For the full name of the firms, please refer to

Appendix I,
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In this chapter, we would refer to A; = B; + 1 in equation (3.7) as the lambda value.
The lambda values can be divided into four categories.

a) A < -1 where negative explosive process exist.

b) -1 <A <0 where stationary process (invalid).

¢) 0 <A <1 where stationary process (valid).

d) A =1 where positive explosive process exist.

4.2 Intra-Sectoral Comparison

4.2.1 Construction sector

Table 4.2.1.1 shows that there were 6 firms with positive average rate
of return in the construction sector. In the meantime, there were 2 firms with negative
average rate of return. Y7/ had the highest average rate of return of 6.7%. Whereas,
Abrar had the lowest average rate of return of —5.5%. The lagged difference term in
Model 2 was insignificant at 10 % for all the firms in construction sector. Model 3 is
similar to Model 1 in all cases as the Schwarz criterion did not favour any lagged
terms, There was 1 firm with a positive ADF statistic in Model 2, but the ADF
statistics are negative for all other companies and models. There were 7 firms with
R? that exceeds 0.1 for Model 1 and Model 3. There were 5 firms with R* that
exceeds 0.1 for Model 2. There were 2 firms (/jm and Pjdev) with negative R* for
Model 2, but positive R* for other models, None of the firms in Model 1 and Model
3 were dynamically unstable. Only in the case of Abrar using Model 2, a dynamically

unstable process was found.
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Inclusion of lagged difference shifted the lambda range from the state of stationary
(and valid, i.e. A is positive) to state of stationary (but invalid, A; is negative) (ijm,
namfatt, pilecon, and suninc) and state of explosive (abrar). For a detailed
distribution of the lambda range, please refer to Table 4.3.3.3. Only the significance
status of 1 firm in the long-run equilibrium profitability (YLR) has changed, namely
namfatr. This firm has changed from insignificant abnormal profits to significant
abnormal profits. It has the coincidental effect of having changes in both lambda
range and significance of YLR due to the inclusion of a lagged term in the regression.
For more details on the significance of YLR, please refer to Table 4.2.1.2 and Table

4321

Table 4.2.1.2: Number of firms with significant long-run equilibrium
profitability (YLR) for construction sector

Model 1 Model 2 Model 3
**kk Sionificant at 1 % - - -
** Significant at 5 % - - -
* Significant at 10 % - 1 firm (Namfatt) -
Not significant All firms 7 firms All firms

Generally, none of the firms in the construction sector exhibit

persistent Jong-run profit.
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4.2.2 Consumer products sector

Table 4.2.2.1 shows that there were 22 firms with positive average rate
of return in the consumer products sector, while 4 firms had negative average rate of
return. Bat had the highest average rate of return of 24.4%. Whereas, Setron had the
lowest average rate of return of —4.6%. The lagged difference term in Model 2 was
significant at 10 % for 3 firms in the consumer products sector, namely Bar, Ffm and
Ibhd. As for Model 3, the model with lagged difference was selected for 9 firms with
lagged difference in respective regression model, namely Bat, C'ch, Dnp, Ffm, Geoin,
Ibhd, Ppb, Shchan and Umw. There was 1 firm (Carlsbrg) with positive ADF statistic
for all the models. There were 16 firms with R* that exceeds 0.1 for Model 1. There
were 18 firms with R? that exceeds 0.1 for Model 2 and Model 3, while a negative
R* was obtained for 3 firms for all the models. Meanwhile, there was another firm
with negative R* for Model 2, but positive R* for the other models. In contrast,
there was 1 firm with positive R* for Model 2, but negative R for the other models.
It was for Carlsbrg that all the models indicate a dynamically unstable process.
Inclusion of a lagged difference shifted the lambda range for 2 firms from the state of
stationary (and valid) to the state of stationary (but invalid) (4/i and Choc). For more

details on the lambda range, please refer to Table 4.3,3.3.
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The significance status of the long-run equilibrium profitability (YLR)
have changed for 5 firms with the inclusion of the lagged difference term in the
regression. Three of them have changed from significant abnormal profits to
insignificant abnormal profits, namely Bat, Choc and Shchan. The reverse happened
to the 2 remaining firms, namely /fin and Setron. Only 1 firm showed the
coincidental effect of having changes in both lambda range and significance of YLR,

namely Choc. For more details on the significance of YLR, please refer to Table

42.2.2 and Table 4.3.2.1

Table 4.2.2.2: Number of firms with significant long-run equilibrium
profitability (YLR) for consumer products sector

Model 1 Model 2 Model 3
*** Significant - 1 firm 1 firm
at 1 % | (Gcoin) (Gcoin)
** Significant 2 firms I firm -
at5 % (Gceoin, Shchan) (Kguan)
* Significant 4 firms 3 firms 4 firms
at 10 % (Bat, Choc, Ffm, Nestle, (Choc, Ffm,
Kguan, Nestle) Setron Kguan, Nestle)
Not significant 20 firms 21 firms 21 firms

Depending on the model used, at least 5 of the 26 firms exhibited
significant long-term profitability, The firms that have significant YLR include Bai,
Choc, I'fm, Geoin, Kguan, Nestle, Setron and Shchan. However, majority of the firms

in this sector did not enjoy abnormal profits.
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4.2.3 Finance sector

Table 4.2.3.1 shows that there were 6 firms with positive average rate
of return in the finance sector. While, 6 firms had negative average rate of return.
Cmsb had the highest average rate of return of 8.57%. Whereas, Mbfcap had the
lowest average rate of return of —13.78%. The lagged difference term in Model 2 was
significant at 10 % for 2 firms in the finance sector, namely Amancap and Mbsb. For
3 firms, Model 3 included a lagged difference term in the regression model, namely
Amancap, Cmsb and Mbsb. There was 1 firm with positive ADF statistic in Model 2,
but negative ADF statistic was found for the other models. There were 7 firms with
R? that exceeds 0.1 for Model 1, 9 firms for Model 2 and 8 firms for Model 3. There
was 1 firm (4dsiapac) with positive R* for Model 2, but negative R for the other
models. None of the firms had a dynamically unstable process based on Model 1 and
Model 3. Model 2 was dynamically unstable for Maa. Inclusion of lagged difference
shifted the lambda range of 5 firms from the state of stationary (and valid) to the state
of stationary (but invalid) (4dmancap, Cmsbh, Hancock and Mbsb) and the state of

explosive (Maa). For more details on the lambda range, please refer to Table 4.3.3.3.
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Table 4.2.3.2 shows that 10 of the 12 firms in the finance sector did

not experience any persistent abnormal profits. Only in the case of C'msb and Rhb, the

long-term profitability is significant. Table 4.3.2.1 shows further details which wil be

discussed at a later part of this chapter.

Table 4.2.3.2: Number of firms with

profitability (YLR) for finance sector

significant long-run equilibrium

Model 1 Model 2 Model 3
*** Significant at 1 % - 1 firm (Cmsb) 1 firm (Cmsb)
** Significant at 5 % 2 firms - 1 firm (Rhb)
(Cmsb, Rhb)
* Significant at 10 % - 1 firm (Rhb) -
- Not significant 10 firms 10 firms 10 firms
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4.2.4 Hotels sector

Table 4.2.4.1 shows that there was 1 firm (Landmrk) with positive
average rate of return in the hotels sector. There were 2 firms (Faber and Gperak)
with negative average rate of return. Landmrk had the highest average rate of return
of 0.1%. Gperak had the lowest average rate of return of —13.8%. The lagged
difference term in Model 2 was insignificant at 10 % for the all firms in hotels sector.
This leads to the results that none of the firms have lagged difference term in the
regression model for Model 3. None of the firms have positive ADF statistic. All the
firms in the hotels sector have R? that exceeds 0.1for every model, and none have
negative R*. None of the firms exhibited a dynamically unstable process in all the
models. The lambda range and significance of the long-run equilibrium profitability
(YLR) remain the same for all the models. For more details on the lambda range,
please refer to Table 4.3.3.3. Table 4.2.4.2 shows that none of the firms in the hotels

sector have a significant YLR. This finding is consistent for all the 3 models.
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4.2.5 Industrial products sector

Table 4.2.5.1 reports that 3 firms had positive average rate of return in
the industrial products sector. There were 8 firms with negative average rate of return.
Mox had the highest average rate of return of 12%. Whereas, Aokam had the lowest
average rate of return of -24.6%. The lagged difference term in Model 2 was
significant at 10 % for 3 firms, namely Leader, Seal and Tusek. The model with
lagged difference term was selected as Model 3 for 7 firms with lagged difference in
respective regression model, namely Alcom, Asb, Leader, Pmcorp, Seal, Tusek and
Wingtek. None of the firms have positive ADF statistic. There were 38 firms with R?

that exceeds 0.1 in every model, except for 1 case. None of the firms have negative

R?. None of the firms have process that is dynamically unstable using Model 1 and
Model 3. Only for Aokam based on Model 2, the process was dynamically unstable.
Inclusion of a lagged difference term in the regression shifted the lambda range for 8
firms from the state of stationary (and valid) to the state of stationary (but invalid)
(Amsteel, Cash, Humeind, Kseng, Mcement, Palmco and Tasek) and the state of
explosive (4okam). For more details on the lambda range, please refer to Table

4.3.3.3.
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The significance stdtus of the long-run equilibrium profitability (YLR)
for 6 firms have changed when a lagged difference term is included in the model.
Two of them have changed from insignificant abnormal profits to significant
abnormal profits, namely A/com and Uac. The reverse happened to 4 firms, namely
Ash, Cem, I'ew and Shell. For more details on the significance of YLR, please refer to

Table 4.3.2.1.

Table 4.2.5.2: Number of firms with significant long-run equilibrium
profitability (YLR) for industrial products sector

Model 1 Model 2 Model 3
*** Significant 1 firm (Mox) 2 firms 2 firms
at 1 % (Mcement, Tasek) (Mox, Tasek)
** Significant 4 firms - 3 firms
at S % (Kianjoo, (Kianjoo,
Mcement, Tasek, Mcement, Tractor)
Tractor)
* Significant 4 firms S firms 4 firms
at 10 % (Asb, Ccm, Few, | (Alcom, Kianjoo, | (Alcom, Cecm, Few,
Shell) Mox, Tractor, Uac) Shell)
Not significant 30 firms 32 firms 30 firms

Table 4.2.5.2 shows that 30 to 32 of the 39 firms included in the
analysis do not have a significant abnormal profit in the long run. In the case of
Model 1, the long-run profitability is significant for 9 firms, 7 firms in the case of

Model 2 and 9 firms in the case of Model 3.
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4.2.6 Mining sector

From Table 4.2.6.1, it can be observed that there - were 2 firms with
positive average rate of return in the mining sector, while 2 firms had negative
average rate of return. Kuchai had the highest average rate of return of 5.3%.
Whereas, Ptgtin had the lowest average rate of return of ~5%. The lagged difference
term in Model 2 was insignificant at 10 % for all the firms in the mining sector. For
Model 3, the model with a lagged difference term is not chosen for all the firms have
lagged difference in respective regression model. There was only 1 firm with positive
ADF statistic in Model 2, but the ADF statistic is negative for all the other models.

There were 3 firms with R? that exceeds 0.1 in every model. None of
the firms have negative R”. None of the firms in Model 1 and Model 3 have a
dynamically unstable process. Only in the case of Kuchai with Model 2 that the
process was dynamically unstable. Inclusion of a lagged difference term shifted the
lambda range for 1 firm from the state of stationary (and valid) to the state of
explosive (Kuchai). For more details on the lambda range, please refer to Table
4333, Results remain the same for the significance of long-run equilibrium
profitability (YLR), regardless of whether the lagged difference term is included. For
more details on the significance of YLR, please refer to Table 4.2.6.2 and Table
4.3.2.1. None of the firms experience significant abnormal profit and this remains true

for all the models considered.
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4.2.7 Plantation sector

From Table 4.2.7.1, there were 22 firms with positive average rate of
return in the plantation sector, while 5 firms with negative average rate of return.
Chinteck had the highest average rate of return of 8.4%. Whereas, Mvesr had the
lowest average rate of return of —10.4%. The lagged difference term in Model 2 was
significant at 10 % for 2 firms in the plantation sector, namely Bkatil and Incken.
There were 4 cases with lagged difference term selected in the regression model of
Model 3, namely Bkatil, GGnealy, Incken and Tdm. There were 3 firms with positive
ADF in Model 2, but negative ADF for the other models. There were 19 firms with
R? that exceeds 0.1 for Model 1 and Model 3. There were 18 firms with R? that
exceeds 0.1 for Model 2. There were 2 firms with negative R? for all the models.
Meanwhile, there were 2 firms with negative 22 for Model 2, but positive R? for the
other two models. In contrast, there was | firm with positive 22 for Model 1, but
negative R? for the other models. None of the firms in Model | have a dynamically
unstable process. For Chinteck, Incken, Ksidim and Mvest, Model 2 is dynamically
unstable. For /ncken, Model 3 was dynamically unstable. Inclusion of the lagged
difference term shifted the lambda range of 9 firms from the state of stationary (and
valid) to the state of stationary (but invalid) (Bkawan, GGhope, Klk, Rview and Umre)
and thé state of explosive (Chinteck, Incken, Ksidim and Mvest). The reverse is true
for 1 firm (Bkatil). For more details on the lambda range, please refer to Table

4.3.3.3.
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The significance status of the long-run equilibrium profitability (YLR)
for 3 firms have changed with the inclusion of a lagged difference term. One of them
has changed from insignificant abnormal profits to significant abnormal profits,
namely Ku/im. The reverse happened to the 2 firms, namely Nsop and 7dm. For more

details on the significance of YLR, please refer to Table 4.2.7.2 and Table 4.3.2.1.

Table 4.2.7.2: Number of firms with significant
profitability (YLR) for plantation sector

long-run equilibrium

Model 1 Model 2 Model 3
*** Significant - - -
atl %
** Significant 1 firm (Bkawan) 2 firms 1 firm
at5 % (KIk, Rview) (Bkawan)
* Significant 4 firms 2 firms 3 firms
at10 % (Klk, Nsop, (Bkawan, Kulim) | (Klk, Nsop, Rview)
Rview, Tdm)
Not significant 22 firms 23 firms 23 firms

In general, 22 to 23 firms do not exhibit significant long-term
profitability. Firms with significant long-term profitability are Bkawan, Kik, Kulim

Nsop, Rview and Tdm.
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4.2.8 Properties sector

Table 4.2.8.1 shows that 22 firms had positive average rate of return in
the properties sector. While, 15 firms had negative average rate of return. Simepty had
the highest average rate of return of 7%. Whereas, Widwide had the lowest average
rate of return of —~78.8%. The lagged difference term in Model 2 was insignificant at
10 % for all the firms in properties sector. For only 1 firm (Eurplus), the model with
lagged difference term in the regression model was selected as Model 3. There were 2
firms with negative ADF in Model 2, but positive ADF for the other models. There
were 32 firms with R?2 that exceeds 0.1 in every model. There were 3 firms with
negative R* for all the models. There was only 1 firm with negative R* for Model 2,
but positive R for the other models. For /novest and Kemayan, Model 1 and Model
3 are dynamically unstable. None of the firms using Model 2 show a dynamically
unstable process. The inclusion of a lagged difference term shifted the lambda range
of 13 firms from the state of stationary (and valid) to the state of stationary (but
invalid) (Bolton, Crimson, Fimacor, Inp, Igb, loiprop, Pelangi, Sateras, Sdred, Smi,
Spb, Tanco and Umland). In contrast, there were 2 firms that were shifted from the
state of explosive to the state of stationary (and valid) (/novest and Kemayan). For

more details on the lambda range, please refer to Table 4.3.3.3.
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The significance status in long-run equilibrium profitability (YLR) in
3 firms have changed due to the inclusion of a lagged difference term. All of them
have changed from significant abnormal profits to insignificant abnormal profits,
namely Bolton, Pgarden and Spb. Two of them have the coincidental effect of having
changes in both the lambda range and significance of YLR, namely Bo/ton and Spb.
For more details on the significance of YLR, please refer to Table 4.2.8.2 and Table

43.2.1.

Table 4.2.8.2: Number of firms with significant long-run equilibrium
profitability (YLR) for properties sector

Model 1 Model 2 Model 3
**x Significant - - -
at 1 %
** Significant 5 firms - 5 firms
at5 % (Inp, loiprop, (Inp, loiprop,
Pelangi, Simepty, Pelangi, Simepty,
Umland) Umland)
* Significant 6 firms 8 firms 6 firms
at 10 % (Bolton, Braya, (Braya, Fimacor, (Bolton, Braya,
Fimacor, Igb, Inp, Igb, loiprop, Fimacor, Igb,
Pgarden, Spb) Pelangi, Simepty, Pgarden, Spb)
Umland)
Not significant 26 firms 29 firms 26 firms

About 26 to 29 of the 37 firms in the plantation sector included in this

analysis do not have a significant long-term profitability at 5% level, 5 firms were

found to have experienced significant abnormal profits based on Model 1 and Model

3, and more firms are in this category at the 10% level.
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4.2.9 Trading/Services sector

Table 4.2.9.1 shows that there were 25 firms with positive average rate
of return in the trading/services sector, and 8 firms with negative average rate of
return. Resorts had the highest average rate of return of 15.53%. Whereas, Mfcb had
the lowest average rate of return of ~87.9%. The lagged difference term in Model 2
was significant at 10 % for 12 firms in trading/services sector, namely Anfah,
Genting, Gkent, Johan, Magnum, Mechmar, Mphb, Muiind, Naluri, Nstp, Sarawak
and Sime. For 14 firms, the model with lagged difference term is selected as Model 3.
The firms are Antah, Genting, Gkent, Johan, Magnum, Mechmar, Mphb, Muiind,
Mulpha, Naluri, Nstp, Sarawak, Sime and Tv3. There were 2 firms with positive ADF
for all the models. There were 26 firms with R? that exceeds 0.1 in Model 1 and
Model 3. There were 28 firms with R that exceeds 0.1 in Model 2. There was 1 firm
with negative R* for all the models. In contrast, another firm has negative R? for
Model 1, but positive R? for the other two models. For Kamuntg and 7F3, all the
models are dynamically unstable. Inclusion of the lagged difference term shifted the
lambda range of 2 firms from the state of stationary (and valid) to the state of
stationary (but invalid) (Gkent and Sarawak). For more details on the lambda range,

please refer to Table 4.3.3.3.
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The significance status of the long-run equilibrium profitability (YLR)
for 4 firms have changed due to inclusion of a lagged difference term, namely Gkent,
Nsip, Sarawak and Sime. All of them have changed from insignificant abnormal
profits to significant abnormal profits. Two of them have coincidental effect of
having changes in both the lambda range and significance of YLR, namely Gkent and
Sarawak. For more details on the significance of YLR, please refer to Table 4.2.9.2

and Table 4.3.2.1.

Table 4.2.9.2: Number of firms with significant long-run equilibrium
profitability (YLR) for trading/services sector

Model 1 Model 2 Model 3
*+* Significant - 2 firms 2 firms
at 1 % (Genting, (Genting,
Magnum) Magnum)
** Significant 3 firms 3 firms 3 firms
at5 % (Genting, Magnum, | (Gkent, Resorts, (Gkent, Resorts,
_ Resorts) Sarawak ) Sarawak)
* Significant 1 firm 3 firms 3 firms
at 10 % (Kkellas) (Kkellas, Nstp, (Kkellas, Nstp,
Sime) Sime)
Not significant 29 firms 25 firms 25 firms

Of the 33 firms included in the analysis, the long-term profitability of
25 to 29 firms is not significant. Two firms, Genting and Mugnum, indicate strong
evidence of abnormal profits at 1% level. Other firms that also experience abnormal

profits are Resorts, Kkellas, Gkent, Surawak, Nstp and Sime.
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4.3 Inter-Sectoral Comparison

4.3.1 Average sectoral regression results

The regression estimations for every firms in a sector are averaged to
obtain the results in Table 4.3.1.1 for 9 sectors. The consumer products sector had the
highest average rate of return of 5.64%. On the other hand, the hotels sector had the
lowest average rate of return of —5.3%.

As for the degree of persistence, the ranking of the highest and lowest
value was not consistent among different models. For Model 1, the consumer
products sector emerged as the sector with highest persistence in profitability. This
suggests that the consumer products sector was the least competitive sector in
Malaysia. On the contrary, the properties sector tums out to have the lowest
persistence in profitability. This suggests that the properties sector was the most
competitive sector in Malaysia. For Model 2, the mining sector surprisingly emerged
as the sector with the highest persistence. Analysing further, the firm Kuchai has an
extremely high value of lambda, which attributed to this situation. Furthermore, the
sample size of the mining sector is relatively small. The finance sector turn out to
have the lowest persistence in profitability. For Model 3, the consumer products
sector emerged to have the highest profitability persistence, and the degree of
persistence is slightly lower than that for Model 1. In contrast, the finance sector turn
out to have the lowest persistence, which is the same as Model 2.

For Model 1, the average degree of persistence ranges from 0.2344 to

0.5401 for the 9 sectors. This implies that these sectors will need about 2 to 4 years
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for a sector with 10% excess profits to deplete until 1%.> For Model 2, the average
value ranges from 0.1098 to 0.9277. This implies that these sectors will need about 1
to 31 years. If mining sector is omitted, these sectors will need about 1 to 3 years. For
Model 3, the average value ranges from 0.1082 to 0.5383, and about 1 to 4 years are
needed.

As for the long run equilibrium profitability (YLR), the ranking of the
biggest and smallest deviation of the YLR value from zero is not consistent among
different models. The sign of YLR indicates profits or losses for the respective sector.
For Model 1, the YLR for the construction sector has the smallest deviation from
zero. This suggests that an average firm in the construction sector barely earns no
excess profits in the long run. On the other hand, the plantation sector’s YLR had the
biggest negative deviation from zero. This suggests that an average firm in the
plantation sector may suffer substantial losses in the long run. For Model 2, the YLR
for the hotels sector has the smallest deviation from zero. On the contrary, the YLR
for the consumer products sector has the biggest positive deviation from zero, which

is considered extremely huge. The firm named Buf has a lambda value of very close

to one (that is 0.9967) and thus gives rise to this situation. Given YLR = 1—-‘% , as the

lambda value becomes closer to one, the YLR increases dramatically. In this case, the
YLR for Bat stood at 15.9457 in Model 2 and Model 3. The YLR for the other firms
is in the range of = 0.25. This explaination applies to Model 3 as well. For Model 3,

the YLR for construction sector has the smallest deviation from zero. In contrast, the

¥ The number of years is approximately N » -1 / (log, of A)
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consumer products sector has the biggest deviation from zero for YLR, like the case

of Model 2.

4.3.2 The long-run equilibrium profitability

The theoretical argument in Chapter 3 suggests that the competition
process will force the level of abnormal profits for each firm towards the long-run
equilibrium profit (which is zero).

Table 4.3.2.1 shows that the variation in the number of significant
YLR among the 3 different models is relatively small. It is observed that Model 2
gives the highest hit for findings of insignificant YLR. Conversely, Model 3 gave the
lowest hit for findings of insignificant YLR.

The percentage of firms that show significant positive long-run
profitability is 16.4%, 16.9% and 19% for Model 1, Model 2 and Model 3
respectively. The percentage of firms that show significant negative long-run
profitability is 3.2%, 1.6% and 1.6% for the 3 models respectively. On average, about
80% of the firms included in the analysis do not experience long-term abnormal
profits.

The properties sector has the highest percentage of firms with
significant long-term abnormal profits for Model | and Model 3. The industrial
products sector ranks second in terms of percentage of firms in this category for
Model 1 and ranks third for Model 3. The trading/services sector is first for Model 2
and second for Model 3. On the other hand, the consumer products sector has the

highest percentage of firms with significant long-term abnormal loss.
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Table 4.3.2.1 Distribution for the significance of YLR

Significance of YLR

Mogdel | Sactor Negative Insignificant Positive Total
Construct 0 (0%) 8 (100%) 0 (0%) 8
Consumer | 4 (15.38%) 20 (76.93%) 2 (7.69%) 26

Finance 0 (0%) 10 (83.33%) 2 (16.67%) 12
Hotel 0 (0%) 3 (100%) 0 (0%) 3
Mi Industrial 1 (2.56%) 30 (76.92%) 8 (20.52%) 39
Mining 0 (0%) 4 100%) 0 (0%) 4
Plant 1(3.7%) 22 (81.48%) 4 (14.82%) 27
Property 0 (0%) 26 (70.27%) 11 (29.73%) 37
Trading 0 (0%) 29 (87.88%) 4 (12.12%) 33
Total 6 (3.17%) 152 (80.93%) 31 (16.4%) 189
Construct 0 (0%) 7 (87.5%) 1(12.5%) 8
Consumer | 3 (11.54%) 21 (80.77%) 2 (7.69%) 26
Finance 0 (0%) 10 (83.33%) 2 (16.67%) 12
Hotel 0 (0%) 3 (100%) 0 (0%) 3
M2 Industrial 0 (0%) 32 (82.05%) 7 (17.95%) 39
Mining 0 (0%) 4 (100%) 0 (0%) 4
Plant 0 (0%) 23 (85.19%) 4 (14.81%) 27
Property 0 (0%) 29 (78.38%) 8 (21.62%) 37
Trading 0 (0%) 25 (75.76%) 8 (24.24%) 33
Total 3 (1.59%) 154 (81.48%) | 32 (16.93%) 189
Construct 0 (0%) 8 (100%) 0 (0%) 8
Consumer | 3 (11.54%) 21 (80.77%) 2 (7.69%) 26
Finance 0 (0%) 10 (83.33%) 2 (16.67%) 12
Hotel 0 (0%) 3 (100%) 0 (0%) 3
M3 Industrial 0 (0%) 30(76.92%) 9 (23.08%) 39
Mining 0 (0%) 4 (100%) 0 (0%) 4
Plant 0 (0%) 23 (85.19%) 4(14.81%) 27
Property 0 (0%) 26 (70.27%) 11(29.73%) 37
Trading 0 (0%) 25 (75.76%) 8 (24.24%) 33
Total 3 (1.59%) 150 (79.37%) | 36 (19.04%) 189
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4.3.3 Test of unit root in panel data

Tablé 433.1 reports the results on the ‘standardised t-bar test’
proposed by Im et al. (1997). The column on computed average ADF statistic
indicates the standardised t-bar statistic for all the 3 models. The column on critical

value indicates the interpolated simulated critical values extracted from Table 4: Im et

al. (1997), for the sample size of this study.

Table 4.3.3.1 Test of unit root in panel data

Sector Average ADF Statistic Critical value
Model 1 Model 2 Model 3 5% 10%

Construct -1.9524 -1.2258 -1.9524 -2.0800{ -1.9533
Consumer -1.7471 -1.7968" -1.7894" -1.8264| -1.7572
Finance -2.3980™ -1.7285 -2.6174™ -1.9800| -1.8720
Hotel -2.1279" -2.2788* -2.1279* -2.2100| -2.0600
Industrial -2.6359™ -1.7930™ -2.5362" -1.7796| -1.7208
Mining -2.4136™* -0.7528 -2.4136* -2.2100| -2.0600
Plant -2.4120* -1.4177 -2.2671™ 1.8228| -1.7544
Property -2.6389"* -2.0440™* -2.6270" -1.7868| -1.7264
Trading -1.9023* -2.3386™ -2.2464™ -1.8012 -1.7376

* indicates significant at level of 10%
** indicates significant at level of 5%

These findings shall be summarised and tabulated as follows:

The row REJECT Hy AT 5 % indicates that we reject the null
hypothesis of unit root at 5%. The row REJIECT AT Hy 10 % indicates that we reject
the null hypothesis of unit root at 10%. The row named as DON'T RIEIECT Hy
indicates that we cannot reject the null hypothesis of unit root at 10%.

Based on Table 4.3.3.2, we can strongly reject the null hypothesis for
the industrial products sector, properties sector and trading/services sector as a result
from the cross-matching among the 3 models. This implies that it can be assured that

these 3 sectors do not have persistent abnormal profits. In contrast, the null
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hypothesis cannot be rejected for the construction sector based on all the 3 models.

This implies that it can be assured that the abnormal profits are persistent for the

construction sector. It must be emphasized, however, that the test statistics for Model

1 and Model 3 in the case of the construction sector are very close to the 10% critical

value. As for the remaining 5 sectors, there are evidence to show that abnormal

profits are not persistent although this evidence depends on the model used.

Table 4.3.3.2 Summary of results for unit root testing

STATUS MODEL 1 MODEL 2 MODEL 3
1) Finance 1) Finance
_ 2) Industial 1) Hotel 2) Industrial
REJ";(T?T H, 3) Mining 2) Industrial 3) Mining
59, 4) Plant 3) Property 4) Plant
’ 5) Property 4) Trading 5) Property
6) Trading 6) Trading
REJECT H,
AT 1) Hotel 1) Consumer 1) Aonsmmgy
2) Hotel
10 %
1) Construct
DON'T REJECT 1) Construct 2) Finance ,
Hy 2) Consumer 3) Mining 1} g
4) Plant
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As discussed in Chapter 3, the regression results are dynamically
stable for the range of lambda values 0 < A; < 1. Table 4.3.3.3 shows that Model 1
produced the most satisfactory results with the highest number of firms that complies
with a stable process. In contrast, Model 2 produced the most unsatisfactory results
with the lowest number of firms that complies with this stable process.

These findings imply that Augmented Dickey-Fuller regression model
without the lagged difference term is generally the best model to describe the
dynamics of competition within each sector using time series analysis. Conversely,
the Augmented Dickey-Fuller regression model with the lagged difference term is the
worst model. In terms of process stability, the rank of performance for each model is
consistent. Model 1 always outperforms Model 3 that in turn outperforms Model 2.

Thus, inferences in this study would be best if made based on Model 1 or Model 3.
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Table 4.3.3.3 Distribution for the range of lambda values

Range of lambda values

Model | Sector r<-1 | -1<A<0 | O<r<l1 >1 | ol
Construct 0 0 8 0 8
Consumer 0 2 23 1 26

Finance 0 2 10 0 12
Hotel 0 0 3 0 3
M1 Industrial 0 4 35 0 39
Mining 0 0 4 0 4
Plant 0 4 23 0 27
Property 0 4 31 2 37
Trading 0 3 28 2 33
Total 0 19 165 5 189
Construct 0 4 3 1 8
Consumer 0 4 21 1 26
Finance 0 6 5 1 12
Hotel 0 0 3 0 3
M2 Industrial 1 11 27 0 39
Mining 0 0 3 1 4
Plant 1 8 15 3 27
Property 0 17 20 0 37
Trading 0 5 26 2 33
Total 2 55 123 9 189
Construct 0 0 8 0 8
Consumer 0 2 23 | 26
Finance 0 5 7 0 12
Hotel 0 0 3 0 3
M3 Industrial 0 5 34 0 39
Mining 0 0 4 0 4
Plant 1 3 23 0 27
Property 0 4 31 2 37
Trading 0 5 26 2 33
Total 1 24 159 5 189
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