
THE ROLE OF STOCKMARKET DEVELOPMENT ON
ECONOMIC GROWTH: EVIDENCE FROM HIGH

INCOME,UPPERMIDDLE INCOME AND LOWERMIDDLE
INCOME COUNTRIES

MOHD AZROY JAIMI
2015926335

BACHELOR OF BUSINESS ADMINISTRATION
WITH HONOURS (FINANCE)

FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA

KOTA KINABALU SABAH

JUNE 2018



iv

ACKNOWLEDGEMENTS

This thesis becomes a reality with the kind support and help of many

individuals. Hence, I would like to extend my sincere thanks to all of them.

Foremost, I want to offer this endeavour to our Almighty God for the wisdom He

bestowed upon me, the strength and good health in order to finish this thesis.

I would also like thank Universiti Teknologi Mara for giving me the opportunity to

complete my study here.

It is my deepest gratitude and honor to my supervisor, Pn. Sarmila Udin for her

guidance by providing information and useful materials not to mention with his

knowledge, experience and expertise in the theory as well as the framework, I able to

complete this thesis as scheduled.

I also express my sincere thanks to all the lecturers and my peers for the helping hand

in terms of understanding and advice during my period of studies.

Last but not least, biggest gratitude to my family for supporting me not only

financially but emotionally to keep my motivation and focus to complete massive task

of completing this BBA programmed.



v

TABLE OF CONTENTS

TITLE PAGE

DECLARATION OF ORIGINAL WORK

LETTER OF TRANSMITTAL

ACKNOWLEDGEMENT

TABLE OF CONTENTS

LIST OF FIGURES

LIST OF TABLES

ABSTRACT

CHAPTER 1 INTRODUCTION

Page

i

ii

iii

iv

v

viii

ix

xii

1.0 Background of Study 1

1.1 Problem Statement 2-3

1.2 Research Objectives 4

1.3 Research Questions 5

1.4 Scope of Study 5

1.5 Limitation of Study 5-6

1.6 Significant of Study 6-7

1.7 Organization Of Thesis 8-9

CHAPTER 2 LITERATURE REVIEW

2.0 Introduction 10

2.1 Theoretical Review 10-11

2.2 Empirical Evidence 12-22



vi

2.3 Conclusion 23

CHAPTER 3 DATA AND METHADOLOGY

3.0 Introduction 24

3.1 Data Description 24-25

3.2 Data Collection Method 26-27

3.3 Sampling Design 28-29

3.4 Empirical Model 30-31

3.5 Hypothesis Development 32-34

3.6 Estimation Procedure 34-37

3.7 Software 37

3.8 Research Flow 38

3.9 Conclusion 39

CHAPTER 4 FINDINGS

4.0 Introduction 40

4.1 Descriptive Statistics Test 41-44

4.2 Unit Root Test 45-47

4.3 Pool ability test 48-50

4.4 Regression Test 51-53

4.5 Diagnostic Check 54-63

4.6 Hypothesis Test 64-65

4.7 Conclusion 65

CHAPTER 5 DISCUSSION AND CONCLUSION



xii

ABSTRACT

This study examines the relationship between stock market development and

economic growth for high income country, middle income country and lower middle

country, using 15 countries with time frame started 2007 to 2016 using panel method.

This study using three proxies of stock market development factor, namely stock

traded, turnover ratio and market capitalization, while economic growth measured by

GDP growth rate. The result suggest a positive relationship between all the

independent variables towards the economic growth GDP. According to the finding,

this study find out, there is insignificant relationship for high income country, while

for lower middle income country most show a good performance towards the variable

on economic growth. These finding have clear policy implication, they provide the

evidence that strengthening the stock market development will help enhance

economic growth in the country. Therefore, the government need to restructured and

encourage stock market development for country in order to grow economic

profitability.
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