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Abstract 
This study is conducting an empirical examination on the determinants of firm profitability of real estate 
companies listed on HOSE from 2010 to 2018. The difference from previous studies would lie in the usage of 
explanatory variables, the quantity of sample and the period of study. Based on data of 34 companies with 306 
observations, this research methodology applies descriptive statistics, correlation statistics and regression analysis. 
The empirical results revealed that firm size, asset turnover, liquidity have a significant impact on firm 
profitability, while firm growth showed no significant effect on profitability denoted by ROA and ROE. 
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1. Introduction  
 
According to Nimalathasan (2009), profit is the major objective of a business. In the accounting view, profit 
evaluates not only the success of the products but also the development of the market for the product. In other 
words, profit provides proofs about earnings potential of a firm and how efficiently a company is managed. A 
company should gain profits in order to survive, maintain and grow over a long period of time. In case that the 
companies are not able to earn profit, capital invest will be eroded, which might lead to bankruptcy if this situation 
prolongs. 
 
Profit and profitability convey two different meanings. Profit can be regarded as an absolute measure of earning 
capacity whereas profitability is relative measure of earning capacity. As stated by Iyer (1995), Profit is being as 
“excess of return over outlay.” In terms of profitability, Nimalathsan (2009) claimed that “it was the ability of 
given investment to gain a return from its use.” Profitability ratios evaluate companies’ capacity of generating 
profits and central investment to security analysis, shareholders as well as investors. Specifically, profitability 
refers to gainings of enterprises that are generated from revenues and after subtracting all expenses incurred during 
a given timescale. Holstrand (2009) claimed that profitability was further expressed as a price-earnings ratios 
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evaluating income as well as expenses. Because of the importance of this topic, a great volume of literature 
studying about the elements contributing to firms’ profitability. Nowadays, strong competition dominates the 
market in which all processes are highly reliable on information, the success of a company demands particular 
measurement and management systems. In order to follow the principle of rational economics, a corporate has to 
systematically analyze its financial results or in other expressions is analyze profitability. In fact, there are 
numerous literature investigated determinants of profitability of firms. On the other hand, it is evident that a deep 
research about determinants of profitability of listed real estate firms in HOSE should be done. Currently, Vietnam 
is witnessing strong urbanization in big cities, especially in the two largest and most vibrant cities, Hanoi and Ho 
Chi Minh City and key economic zones. Therefore, real estate is a great opportunity and long-term, leaving little 
in the fierce competition to win the market of Vietnam. Many experts said that Vietnam's real estate attraction of 
foreign investment is expected to help standardize Vietnam's real estate market. The real estate market is one of 
the markets with an important position and role for the national economy, having direct relationships with the 
financial and monetary markets, the construction market and the material market, construction, labor market. 
Effective development and management of this market will make an important contribution to the process of 
promoting socio-economic development, creating the ability to attract investment capital for develop and make 
practical contributions to the process of sustainable urban and rural development towards industrialization and 
modernization of the country. According to the analysis of economic experts, if the investment in real estate sector 
increases by 1 USD, it will boost other sectors of the developed economy from 1.5 to 2 USD. Therefore, a study 
on determinants of profitability of listed real estate firms in HOSE becomes vital.  
 
2. Literature Review  
 
Abor (2005) studied the relationship between capital structure and profitability of 20 listed companies in Ghanaian 
stock exchange. The results show that the negative relationship between total debt and profitability as measured 
by ROE. The study of Mohammad Fawzi Shubita; Jaafer Maroof Alsawalha (2012) examines the effect of capital 
structure on profitability by expanding the research of Abor (2005) and Gill, et al. (2011). Data sources used 
include financial data of 39 companies operating in the industry listed on the Amman Stock Exchange Amman 
over a period of 6 years from 2004 to 2009. Research results show a negative relationship between total debt and 
profitability. 
 
Marius Pentea (2014) used a paned data of 55 industrial companies from 1999 to 2012 to explore the determinants 
of firm’s profitability which measured by ROA and ROE. Four independent variables such as firm size, growth, 
capital intensity and human resources were taken into analyzation. The results revealed that firm size, capital 
intensity and human resources had positive relationship with profitability while firm growth had no linkage to 
profitability 
 
Waseem Ahmad et al. (2015) analyzed determinants of textile companies’ profitability in Pakistan by utilizing 
unbalanced panel data of 111 firms from 2006 to 2011. The authors used Net profit as indicator of profitability 
and firm growth, firm size, liquidity and leverage as independent variables. The empirical result indicated that 
firm growth positively affected profitability while leverage negatively impact on profitability. Also, liquidity and 
firm size had no significant relationship with profitability. 
 
Georgeta Vintila et al. (2015) investigated the potential factors impacting on the corporate financial performance 
of 46 Romania companies listed on the Bucharest Stock Exchange from 2009 to 2013. Based on unbalanced panel 
data, the authors used multivariate regression models to identify the relationship between profitability (measured 
by ROA, ROE, Share price) and independent variables (Debt ratio, Size, Liquidity, Sale Growth, Firm Age and 
Asset Turnover). The empirical result showed that Debt Ratio, Sale Growth negatively affected the profitability 
while Firm Size had a positive linkage with profitability. Furthermore, the relationship between Total Asset 
Turnover, Liquidity and profitability were proved to be not statistically validated. 
 
In 2016, Zeeshan Fareed et al conducted a study to investigate the determinants (including firm size, firm age, 
firm growth, productivity, financial leverage and electricity crisis) of 16 companies’ profitability in power and 
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energy sector in Pakistan from 2001 to 2012. Radom effect model is chosen to point out the combination of 
variables that most suitably estimated the influence of the independent variables on dependent variables (ROA as 
proxy of profitability). The research findings proved that firm size, firm growth and electricity crisis had positive 
impacts while firm age, financial leverage and productivity negatively influenced on the firm profitability. 
Furthermore, the empirical results indicated that firms with higher growth rates would have higher profitability 
and firm size was the strongest determinant of profitability in power and energy industry of Pakistan. 
 
Adebayo Sayedoyin Ifeduni and Onyeiwu Charles (2018) examined determinants of profitability of manufacturing 
firms in Nigeria. Twelve companies listed in Nigerian Stock Exchange constituted the sample of this research. The 
dependent variables were ROA and ROE as proxies of a firm’s profitabilty and the independent variables were 
Size, Debt Ratio, Asset Growth as explanatory variables. A panel data regression analysis as well as Fixed Effect 
Model were used in this study. The empirical result revealed that Size and Debt Ratio had a postive correlation 
with profitability while Asset Growth showed no insignificant association with firm profitability. 
 
G. Thenmozhi (2019) investigated the factors influencing firm profitability of Fast Moving Consumer Goods firms 
listed in India from 2005 to 2017. Based on panel data estimation on 82 firms, this study applied Multiple 
regression model. Also, he chose Return on capital employed as dependent variables and size, leverage, liquidity, 
inventory turnover ratio, assets turnover ratio, past profitability, growth, GDP and interest rate as independent 
variables. The results illustrated that firm size and asset turnover played the most positively influenced role in 
enhancing a firm’s profitability. 
 
In 2017, Le Thanh Tam and Pham Xuan Trang conducted a study to evaluate factors affecting the profitability of 
9 commercial banks listed in HOSE from 2007 to 2013. Commonly, based on panel data, the authors used Random 
Effects Model to evaluate the relationship between a bank’s profitability (measured by ROA, ROE and NIM) and 
independent variables (Size, Total Asset Growth, Inflation, GDP Growth and Interest Rate). The results showed 
several key significant internal factors including: Size, Total Assets Growth, Interest Rate and external factors 
such as: GDP Growth and Inflation. 
 
Hung Ngoc Dang et al. (2019) studied the effect of firm growth, firm size, capital structure on profitability of 214 
listed Vietnamese enterprises with a panel of 1070 observations from 2012 to 2018. Based on the regression results 
by generalized least squares and structural pathways analysis, the outcome illustrated that there was a negative 
relationship between capital structure and profitability whereas size positively impacted on profitability. 
Additionally, firm growth had no significant correlation with profitability. 
 
Vu Thi Hanh et al. (2019) studied about the relationship between a firm’s wage, firm size and firm age with firm 
profitability measured by ROA and ROE of 693 listed companies in 2015 by using both ordinary least square and 
quantile regression methods. The results showed that firm size had postive association with firm profitability while 
wage and firm age negatively impact on firm profitability. 
 
Le Thi Nhu et al. (2019) investigated the elements influencing firm profitability such as capital structure, firm 
growth, firm size and asset turnover. Based on panel data collected from 73 listed construction firms in Vietnam 
from 2008 to 2015 with 584 observations, the authors used quantitative methods and FEM through Hausmen test. 
The outcome pointed out that the firm age and debt ratio  had contrast relationship with profitability while growth 
rate, asset turnover and size positively affect firm profitability 
 
3. Data and methodology 
 
3.1. Data 
 
The sample for this research consists of listed corporates operating in Real Estate Industry on HOSE. The data for 
this study is used by panel data collected from 34 real estate companies listed in HOSE over a period of 8 years 
from 2010 to 2018. The selection of the timescale was made since a relatively large number of businesses were in 
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need for evaluation aim. Panel data was utilized for this study since it was a qualified research tool providing 
results which cannot be assessed by Cross Sectional or Time Series Data (Asimakopoulos, Samitas, & 
Papadogonas, 2009). Also, this method offers more benefits compared to cross-sectional approach since the 
quantity of data points and level of freedom can be accelerated and the issue of multicollinearity can be decreased, 
which enhances the efficiency of econometric evaluation (Hsiao, 1986). Besides, time influence would be 
incorporated with the aim of manage heterogeneity which is grasped by Fixed or Random effects methods. Based 
on Baltagi’s view (1995), these are parts leading to one-sided results when being ignored in cross-sectional or time 
arrangement evaluations. 
 
3.2 Variables 
 
Based on previous studies, determinants of profitability will be tested by size, growth, liquidity, asset turonver and 
TDTA, ROA and ROE, as follow: 
 

Table 1: Variables 
Category Variable Formula Authors 
Dependent variables : profitability    
 ROA !"#	%&'()"

*(#+,	-.."#
 x100 Tian and Zeitun (2007) ; 

Ebiad, (2009);Ramadan 
et al., (2011); Gil et al., 
(2011); Sivathaasan et al 
(2013); Vatavu (2015), 
Le & Phan (2017) and 
Abel et al., (2017). 
 

 ROE !"#	%&'()"
*(#+,	/01%#2

	x100 

Independent variables   
 Size Natural log of Total assets  

 
Coase (1937) , Ozgulbas 
et al.(2006), Jonsson 
(2007), Lee (2009), Faris 
(2010), Salman 
&Yazfandar(2012), 
Pervan & Visic (2012), 
Bambang et.al (2013). 

 GROWTH [ /&4%&5	6+,1"
7"5%&&%&5	6+,1"

 – 1] x100 MacMillan and Day 
(1987), (Le and Phan, 
2017), Cooper et al. 
(2009), by Eriotis et al. 
(2007) and Gurcharan 
(2010) 

 Debt-Asset Ratio (TDTA) 𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
𝑇𝑜𝑡𝑎𝑙	𝐴𝑠𝑠𝑒𝑡  

Amidu (2007), Murray 
and Vidhan (2009), 
Mahfuzah Salim and Raj 
Yadav (2012), Ishaya 
Luka Chechet & 
Abduljeleel Badmus 

 LIQUIDITY 𝐶𝑎𝑠ℎ
𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 

Eljelly (2004), 
Nassirzadeh & Rostami 
(2010), Sandhar & 
Janglani (2014), Bhayani 
(2010), 

 ASSETTURNOVER 𝑆𝑎𝑙𝑒𝑠
𝑇𝑜𝑡𝑎𝑙	𝐴𝑠𝑠𝑒𝑡 

Skolnik (2002) , 
Albayrak and Akbulut 
(2012), Singh’s (2012), 
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3.3. Model 
 
To investigate the determinants of firm profitability, this paper will use the following benchmark estimation: 

 𝑅𝑂𝐸%# = 𝛽N + 𝛽P𝑆𝑖𝑧𝑒%# + 𝛽R𝐴𝑠𝑠𝑒𝑡𝐺𝑟𝑜𝑤𝑡ℎ%# + 𝛽U𝐿𝑖𝑞𝑢𝑖𝑑𝑖𝑡𝑦%# + 𝛽Y𝐴𝑠𝑠𝑒𝑡𝑇𝑢𝑟𝑜𝑛𝑣𝑒𝑟%# +
𝛽[𝐷𝑒𝑏𝑡𝑅𝑎𝑡𝑖𝑜 + 𝑢%# 
 	
𝑅𝑂𝐴%# = 𝛽N + 𝛽P𝑆𝑖𝑧𝑒%# + 𝛽R𝐴𝑠𝑠𝑒𝑡𝐺𝑟𝑜𝑤𝑡ℎ%# + 𝛽U𝐿𝑖𝑞𝑢𝑖𝑑𝑖𝑡𝑦%# + 𝛽Y𝐴𝑠𝑠𝑒𝑡𝑇𝑢𝑟𝑜𝑛𝑣𝑒𝑟%# + 𝛽[𝐷𝑒𝑏𝑡𝑅𝑎𝑡𝑖𝑜 + 𝑢%# 

 
Where: 
ROE: Return on Equity 
ROA: Return on Assets 
i : company 
t : time (years) 
βN: Intercept 
βP,R,U,Y,[ : Coefficient of indenpendent variables. 
 
4. Empirical results 
 
4.1. Summary statistics 
 
Descriptive statistics demonstrate the mean, minimum, maximum and standard deviation of the variables and 
provide a overview of the characteristics of the data. Mean is considered most important indicator determining the 
common value represented in a set of numbers so that if the data is aligned on and a regular basis, the mean value 
is accurate distribution center. Standard deviation would be a quantity frequently utilized to indicate the dispersion 
of a variable around the average number. Or it can be said that the standard deviation is used to estimate the 
dispersion of a data set which has been made into a frequency table. It not only measures the volatility of statistical 
values but also demonstrates difference in the value of each evaluation time compared to the average value.  
 

Table 2: descriptive statistics of the variables 
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The primary financial ratio, ROE, measures the capacity of an enterprise to generate earnings from the investment 
of its shareholders. Based on the table, the average ROE of sample enterprises was 0.0628627 with a standard 
deviation of 0.1747936, and minimum and maximum values were -1.7325 and 0.612, respectively. In addition, the 
average ROE in surveyed timescale was 6.29%, which indicated that for every $100 of shareholders’ investment, 
earnings of $6.29 would be generated. Nevertheless, it is necessary to claim that some of the selected business 
recorded slight losses over the given timescale as minimum ROE was -1.7325%. On the other hand, ROA 
evaluated the efficient usage of all the assets to generate earnings from 2010 to 2018. The mean value for ROA 
was 0.0288026 with a standard deviation of 0.0684005 and minimum and maximum values were respectively -
0.8965 and 0.2633 for 306 observations. Additionally, the average ROA of 34 selected companies was 2.89%, 
which indicated that for every $100 invested in assets, earnings of $2.89 were generated. Overall, the profitability 
of firms in the Real Estate Industry was noticeably erratic because the value of standard deviation of both ROA 
and ROE was above their average. The result is consistent with high variation in financial leverage variable due 
to the fact that greater degree of financial leverage would lead to more volatility in earnings. 
 
Also, the table revealed that five financial ratios including: size, growth, total debt to total asset, liquidity and asset 
turnover had positive means values which ranged from 03536462 of liquidity to 28.34556 of firm size. The high 
mean value of firm size illustrated that researched firms were big enterprises taking advantage of their size to enjoy 
economies of scale and positive externalities. Furthermore, in case of firm Size and TDTA, it could be seen that 
the volatility was not particularly high since their standard deviation was below their average while Growth, 
Liquidity and Asset turover had high volatility because their standard deviation was above their average.  
 
4.2. correlation variables: 
 
It can be witnessed from the above table, there was a positive relationship between ROE and remaining variables. 
Among them, the result showed a significantly positive relationship between ROE and Size (r=0.1604). This 
supports the aforementioned literature about positive relationship between Firm Size and profitability. Other ratios 
consisting of Growth (r=0.0272), Liquidity (r=0.0272), Asset Turnover (r=0.0224) and TDTA (r=0.0206)  having 
a marginal correlation with ROE.  
 

Table 3: correlation coefficient 

 
 
Overall, firm profitability has a positive correlation with conducted financial ratios, especially Firm Size. In 
addition, the table illustrated that TDTA had considerably positive association with Size (r = 0.3260) and slightly 
positive relationship with Growth (r=0.0288) while demonstrating a significantly inverse relationship with 
Liquidity(r=-0.3947) and Asset Turnover (r=-0.2346). In terms of Size, this ratio showed substantially positive 
association with Growth (r= 0.2690) and negative correlation with Liquidity (r=-0.2352) and Asset Turnover(r=-
0.1901). Also, Growth indicated a negligible correlation with Asset Turnover (r=-0.0263) and Liquidity 
(r=0.0174). 
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3.3. Hausman test 
 

Table 4: Hausman Test for ROE 
Test Statistic Statistic amount P-value 
Hausman c 2 5.12 0.3904 

 
Table 5: Hausman test for ROA 

Test Statistic Statistic amount P-value 
Hausman c 2 9.42 0.0934 

 
This tables indicate that the result with p-value is greater than 0.05, therefore  null hypothesis is not rejected, in 
which there is a correlation between the unique errors and the regressors in the model. In this particular case, 
Random Effect Model (REM), which is a statistical model where the model parameters are random variables, is 
more suitable. This results of Hausman Test would be consistent with the theory that REM is predicted to generate 
more effective outcomes after controlling for possible endogeneity and autocorrelation influences related with 
dynamic models (Blundella and Bond (1998)). 
 
3.4. Results 
 
3.4.1. Return on equity 
 

Table 6: Result of regression model by using REM method 

 
 

After running Random Effect Model, a multicollinearity test was conducted with “VIF” command to confirm if 
this estimmation result would be reliable or not. The result showed that all coefficients are less than 5, which 
implies a small degree of correlation amongst the variables. This means no multicollinearity occurs. 
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Table 7: Collinearity Diagnostics 

 
 
The model is measured using Stata 14 software as follows: 
 
ROE = - 0.8025902 + 0.0319307* Size – 0.0007824 * Growth + 0.0064944 * Liquidity + 0.0094353 * Asset 
Turnover – 0.0851981 * TDTA (1) 
 
Based on above table, Size (0.0319307), Liquidity (0.0064944) and Asset Turnover (0.009453) have a marginally 
upheld impact on ROE (p<0.05). An increase in Size and Asset Turnover by one unit would lead to the acceleration 
of ROE by 3.19307%, 0.64944% and 0.9453%, respectively. Additionally, firm growth shows an insignificant 
effect on firm profitability (-0.0005649). This meant that no matter how firm grow, there is no difference in 
opportunity to increase firm’s profitability. Morever, the relationship between TDTA and ROE experienced the 
same pattern in which a negative relationship would be displayed (-0.0851981; p>0.05). In other word, the 
company should decrease total liabilities so that the firm will have more opportunities to increase ROE as 1 unit 
increase in TDTA lead to 8.51981% decrease in ROE. 
 
3.4.2. ROA 
 

Table 8: Result of regression model by using REM method 
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After running Random Effect Model, a multicollinearity test was conducted with “VIF” command to confirm if 
this estimmation result would be reliable or not. The result showed that all coefficients are less than 5, which 
implies a small degree of correlation among the variables. This means no multicollinearity occurs. 
 

Table 9: Collinearity Diagnostics 

 
 
The model is measured using Stata 14 software as follows: 
 
ROA = - 0.2474173 + 0.0099728* Size – 0.0002422 * Growth + 0.0043583 * Liquidity – 0.0062441 * Asset 
Turnover – 0.0192515 * TDTA (2) 
 
According to above table, Size (0.0099728), Liquidity (0.0043583) and Asset Turnover (0.0062441) have an 
marginally upheld coeficient on ROA (p<0.05). This meant that if the other variables remain stable, the 1 unit 
increasing in size or asset turover will perform respectively 0. 99728%, 0. 43583% and 0.62441% increase in 
ROA.  
 
Since there was no considerable association between growth and ROA, the increase in ROA was not statistically 
affected by the firm growth. Lastly, in terms of capital structure, TDTA (-0.0192515) had a negative influence on 
ROA, which indicated that the more total debt enterprises cope with might lead to the decline in firms’s ROA 
because one unit increase in TDTA will lead to 1.92515% decrease in ROA.  
 
LIQUIDITY: The study showed a positive relationship between Liquidity and Firm’s profitability. This empirical 
result was in line with various investigations from leading authors such as: Bhunia et al. (2011), Takon Samuel 
Manyo and Vera N.Ogakwu (2013), Victor Curtis Lartey et al. (2013), Uwalomwa (2013) and Zaid et al. (2014). 
However, it was contrast to the perspectives of Eljelly (2004), Nassirzadeh & Rostami (2010), Sandhar & Janglani 
(2014), Bhayani (2010), Mistry (2012) and Pratheepan (2014). In fact, compared to previous years, the business 
cash flow of many real estate listed firms recently had appeared unusual signs when inventory, receivables, and 
short-term liabilities increased sharply, while money and cash equivalents of some businesses are showing signs 
of decline, though still showing profits. The rate of successful capital mobilization by issuing bonds is very low, 
any enterprise that mobilizes through this channel must pay very high interest rates. Liquidity ratio in the real 
estate market is also very low when the number of successful transactions is only about 2%. As a result, liquidity 
ratio plays a vital role in firms’ operation as the higher liquidity ratio firms had, the higher ability it pay mature 
debts of different types of corporate debt. Based on the aforementioned result, it was evident to raise the cash and 
lower the current liabilities in order to boost the profitability of corporations. When the liquidity index increases, 
the amount of cash reserves and cash equivalents increases, thereby helping businesses reduce transaction costs 
and financial risks, along with strengthening the faith of the investors. This will cause the business to increase 
sales and profits, in other words, the profitability of the business. Moreover, the higher market operations Real 
Estate business had, the more notable achievements they could accomplish. In short, firms’ liquidity had a 
statistically significantly positive impact on profitability of the firms in Real Estate industry. 
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FIRM SIZE: In particular, the assessed coefficients of Firm size with profitability end up being slightly positive. 
Although there was an opposite conclusion between this empirical result and previous researches of Baumol 
(1959), Jonsson (2007) or Lee (2009) claiming that firm size had an inverse relationship with profitability, this 
result was in the similar direction with studies conducted by many worldwide authors such as Collins and Preston 
(1969), Myers and Majkuf (1983), Ozgulbas et al.(2006), Papadognas (2007), Faris (2010), Salman & Yazfandar 
(2012), Pervan & Visic (2012) and Bambang et al. (2013). The real estate firms listed in HOSE have greater 
profitability as their total asset expands. This research also indicated that big corporates enjoy higher profit 
compared to small one, which might spring from the scenario that large firm could adapt to technological 
advancement or macroeconomic environment as well as take advantage of their position in negotiating the 
purchasing cost for the vacant land, implementing marketing strategies and attracting customers. According to 
Economies of scale which happens whenever accelerating output would lead to lower long-run average costs, if 
companies increase in size, they become more effective and profitable. Moreover, As claimed by Chell and Baines 
(2004), firm with small size affects profitability in many dimensions. They would be evidently more likely to 
confront with financial constraints, which prevented them to gain access to finance from financial insitutions. 
Small-sized enterprises could be prepared to pay higher interest rates for additional loans, thereby failing to take 
issuing external equity into consideration to stay in control. This can curb the development of the company, which 
eventually influenced the firm’s profitability. Especially in industry with high fixed costs like real estate, 
expanding in size might be necessary to keep competitive in the market. Therefore, firms’ size had a statistically 
positive impact on profitability of the firms in Real Estate industry. 
 
ASSET TURNOVER: Furthermore, Asset Turnover was proposed to have a positive influence on firms’ 
profitability. This result was in line with researches from numerous authors including Albayrak and Akbulut 
(2012), Singh’s (2012), Erawati (2013) and Balili (2016) stating that there was a positive linkage between asset 
turnover and profitability. This implied that sales growth had an evidently positive influence on profitability of 
firms in this industry. The acceleration in Sales indicated that Higher asset turnover ratio means that companies 
generate more revenue per dollar of assets. Conversely, if company had a low asset turnover ratio, firms were not 
efficient at utilizing their assets to generate sales. In fact, enterprises in real estates sector tend to have huge asset 
bases and low asset turnover. In addition, this research suggested that corporates might undergo a decrease in their 
marketing cost as a percentage of sales, also the demand for the real estate properties of customers would surge 
since in order to encourage enterprises to supply houses for low-income people, the State has made a policy of 
lending capital according to the preferential regime. In the period of 2013 - 2016, the State provided support for 
lending to social houses through a preferential credit package of VND 30,000 billion. Corporates could take this 
advantage to rise price and earn more profits, firms’ asset turnover had a statistically positive impact on 
profitability of the firms in Real Estate industry. 
 
ASSET GROWTH: Asset Growth was an internal determinant of businesses’ profitability. Specifically, there 
was an and unclear and insignificant relationship between two ratios. This meant the profitability was not affected 
no matter how total asset would grow. In fact, this result was different from the pecking order theory stating that 
high growth opportunities of an enterprise would be expected to demand more debt financing in the future because 
a high asset growth rate signifies that the firm is able to generate more value as well as profit from its investment 
chance. This theory was supported by Lee, Smith and Schomburg (2000) that high-growth companies achieving 
substantial market share would generate economies of scale, which eventually contribute to higher profitability. 
On the contrary, some theoretical studies advocate the negative correlation between a firm’s asset growth and 
profitability as proved by trade-off theory such as Eriotis et al (2007), Cooper et al (2009) and Gurcharan (2010). 
According to trade-off theory, companies with greater growth chances tend to maintain a low debt ratio, which 
indicated an inverse relationship between growth and profitability. However, based on the result of this study, no 
significant connection was proved between firm’s asset growth and profitability. This result had similar conclusion 
of a study conducted by Roper (1999), Gschwandtner (2005), Martin et al (2010) and Federico and Capelleras 
(2015) who observed no significant association between asset growth and profitability in a sample of young 
manufacturing companies. As a result, firms’ growth had an insignificant impact on profitability of the firms in 
Real Estate industry. 
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DEBT RATIO: When it comes to capital structure, debt ratio (TDTA) was the last internal determinant of 
profitability. As the result showed, TDTA had statistically negative with firm profitability (ROA and ROE). This 
outcome was contrary to hypothesis of this study that TDTA positively or insignificant influence on firm 
profitability. The irrelevance theory conducted by Modigliani and Miller (1958) as well as Sam and Heng (2011) 
claimed that no evidence could be proved in terms of relationship between those variables. Additionally, from the 
study of Abor (2005) investigate the relationship between capital structure and business’s profitability in Ghanaian 
concept, a remarkably positive association between TDTA and profitability was illustrated. However, based on 
the analyzation of this study, it would be reasonable that real estate firms mainly operate by a huge amount of 
long-term debt rather than short-term debt, which made these enterprises would take many years to pay off. Hence, 
a great deal of their capital might be allocated in interest payment instead of other profitable areas. Furthermore, 
this result is more in line with the Pecking order theory that support the idea of utilizing own capital first and solely 
resort to debt financing whenever the primary choice is no longer capable. Also, the finding of this study was 
consistent with Amidu (2007), Tian and Zeitun (2007), Murray and Vidhan (2009), Mahfuzah Salim and Raj 
Yadav (2012), Abduljeleel Badmus Olayiwola (2014), Ho Thi Ngoc Thuy (2015) who pointed out the inverse 
association between capital structure and profitability. When businesses are profitable, they often tend to increase 
undistributed profits to reinvest in order to expand the scale as well as be the source to help businesses grow best 
in the future. Hence, firms’ TDTA had a statistically negative impact on profitability of the firms in Real Estate 
industry. 

  
5. Conclusion 
 
The main aim of this study would be to investigate the impact of several selected variables on the profitability of 
the listed firms in Real Estate Industry on HOSE. In this research, the influence of firm size, growth, liquidity, 
asset turnover and TDTA on firms’ profitability through two main financial ratios ROA and ROE were analyzed. 
The data for this study was collected from websites of 34 listed firms in Real Estate Industry on HOSE from 2010 
to 2018 including their balance sheet and income statements. In order to evaluate the impacts of the independent 
variables on the dependent variables, the Fixed and Random effect models are utilized to conduct in this paper. 
 
The emperical results illustrated that firm size, liquidity, asset turnover had statiscally positive association with 
profitability while the firm’s TDTA showed a negative impact on profitability of the listed firms in Real Estate 
Industry on HOSE. In addition, there was an unconscious relationship between firm growth and firm profitability 
of the listed firms in Real Estate Industry on HOSE.  
 
The emperical results of this study are summarized in the below table : 
 

Variables  
and relevant 
hypothesis 

Expected 
relationships 

Outcome Conclusion Previous studies with same 
results 

Size (H1) + + Accept Collins and Preston (1969), 
Myers and Majkuf (1983), 
Ozgulbas et al.(2006), 
Papadognas (2007), Faris 
(2010), Salman & Yazfandar 
(2012), Pervan & Visic (2012) 
and Bambang et.al (2013). 

Grơwth (H2) - - No significant Roper (1999), Gschwandtner 
(2005), Martin et al (2010) and 
Federico and Capelleras (2015) 

Liquidity (H3) + + Accept Bhunia et al (2011), Takon 
Samuel Manyo and Vera 
N.Ogakwu (2013), Victor 
Curtis Lartey et al (2013), 
Uwalomwa (2013) and Zaid et 
al (2014) 
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Asset Turnover 
(H4) 

+ + Accept Albayrak and Akbulut (2012), 
Singh’s (2012), Erawati (2013) 
and Balili (2016) 

Total debt to Total 
Asset (H5) 

+ - Reject Amidu (2007), Tian and Zeitun 
(2007), Murray and Vidhan 
(2009), Mahfuzah Salim and 
Raj Yadav (2012), Abduljeleel 
Badmus Olayiwola (2014), Ho 
Thi Ngoc Thuy (2015) 
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