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ANALYZING THE PERFORMANCE OF INVESTMENT STRATEGY
OF EPF

Balgis Hisham
Assist. Prof. Dr. Mohd Aminul Islam

Abstract. This project aims to analyze the performance of investment strategy
of Employee Provident Fund (EPF). EPF is a social security institution formed
according to the Laws of Malaysia which provides retirement benefits for its
members through management of their savings. The analysis is to trace how
the investment made by EPF can generate income. The investment is made
through approved financial instruments including Malaysian government
securities, money market instruments, loans & bonds, equity and property.
This study utilizes financial ratio analysis (liquidity ratio, leverage ratio and
profitability ratio) to analyze the investment performance of EPF. The analysis
shows that EPF has a strong financial position and can survive over a long
period of time.

1 Introduction of analysing performance

1.1  Business Performance

In order to analyze the business performance of EPF, the study focused on the five type of
ratio analysis which are current ratio, total debt to asset ratio, total debt to equity ratio, return

on asset ratio and also return on equity ratio. First is current ratio for which data is gathered
from the balance sheet of EPF annual report. It is calculated by using the formula:

Current ratio = Current assets
Current liabilities

Current asset is expected to be sold or used up in the near future, usually within one year. It
includes cash, account receivables, inventory and short term investment. While current
liabilities is considered as a debt of the business that need to be settled in cash within a fiscal
year. Therefore, analysis of the current ratio serves as an indicator to examine the company’s
liquidity.

Second is total debt to asset ratio for which data is taken from the balance sheet of
EPF annual report. The formula used to calculate debt to asset ratio is as follows:

Total debt to asset ratio = Total liabilities
Total assets

Total liabilities are the total of all current liabilities, long term debt, and any other
miscellaneous liabilities the company may have. Meanwhile, total asset is all economics
resources own by EPF including current and long term assets. Total debt to asset ratio was
examined to see how much a proportion of the EPF assets were financed through debt.

Third is total debt to equity ratio. The data is gathered from the balance sheet of EPF
annual report. It is calculated by using the formula:

Total debt to equity ratio = Total liabilities
Total equity
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