
THE E F F E C T OF EXCHANGE RATE MOVEMENT ON EXPORT 
EARNINGS OF PALM OIL PRODUCTS: C A S E IN MALAYSIA 

EMILDA BINTI AMIR 

2013233746 

Submitted in Partial of the Requirement for the 

Bachelor of Business Administration with Honours (Finance) 

FACULTY OF BUSINESS MANAGEMENT 

UNIVERSITI TEKNOLOGI MARA 

SABAH 

JANUARY 2016 

i 



A C K N O W L E D G E M E N T S 

I would like to thank my supervisor Dr. Rozita@Uji binti Mohammad for her valuable 

advice and continuing assistance during the whole period of the thesis writing. In 

addition, I would like to express my gratitude to Madam Flicia Remin for helpful 

comments. Last but not least, my sincere thanks to my family and friends for their 

support and belief in me. 

iii 



L I S T O F C O N T E N T S 

CHAPTER 1 

1.0 INTRODUCTION 1-5 

1.1 Background of study 

1.2 Problem statement 

1.3 Objectives of study 

1.4 Significance of study 

1.4.1 Researcher 

1.4.2 The government 

1.4.3 Student 

1.4.4 Importers, exporters, investors and monetary authorities 

1.5 Limitations of study 

1.5.1 The determinants of export earnings 

1.5.2 Data collection 

1.5.3 Sources of information 

1.6 Organization of study 

2.1 Introduction 

2.2 Theoretical review 

2.2.1 Purchasing Power Parity Theorem 

2.3 Literature review 

2.4 Conceptual framework 

3.1 Introduction 

3.2 Data collection method 

3.3 Measurement of exchange rate movement 

3.4 Empirical model 

3.5 Hypothesis statements 

CHAPTER 2 

2.0 L I T E R A T U R E REVIEW 6-12 

CHAPTER 3 

3.0 DATA AND METHODOLOGY 13-17 

iv 



3.6 Methodology 

CHAPTER 4 

4.0 EMPIRICAL ESTIMATIONANDAN ANALYSIS 18-23 

4.1 Introduction 

4.2 Descriptive statistic 

4.3 Unit root test 

4.3.1 Regression result for unit root test (level) 

4.3.2 Regression result for unit root test (first difference) 

4.4 Linear'regression (OLS regression) 

4.4.1 Regression result for OLS test 

4.5 Result analysis 

CHAPTER 5 

5.0 CONCLUSION AND RECOMMENDATIONS 24-25 

5.1 Introduction 

5.2 Summary 

5.3 Conclusion 

5.4 Recommendation for further research 

6.0 R E F E R E N C E S 26-27 

7.0 APPENDIXS 28-30 

Appendix 1 The statistic of the changes palm oil export earnings of palm oil 
products. 

Appendix 2 Result Unit Root Test (Level) 

Appendix 3 Result Unit Root Test (First Different) 

Appendix 4 Result Linear Regression (OLS Test) 

V 



A B S T R A C T 

The study examines the effect of exchange rate movement on Malaysia's export 

earnings of palm oil products. The data used in monthly basis of time series which is 

from January 2008 to September 2015. The study applies the E G A R C H model to 

measure the movement of exchange rate. As the conclusion, there is significant positive 

impact between exchange rate movements on export earnings of palm oil products. 
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