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ABSTRACT

The objective of this study is to identify factor affecting Malaysia's trade performance.

The evidence of this relationship will focus on trade balance, foreign reserve, foreign

direct investment and foreign exchange factors. All of these based on data gathered

from 1995 until 2005. The method used in analyze of data is multiple regression

analysis. The result from the regression will determine regression equation, R2
,

standard error and hypotheses testing. It will analyze relationship between

independent and dependent variables. Therefore, based on findings there are

relationship between variables. It means that trade balance, foreign direct

investment, foreign reserve and foreign exchange affect the Malaysia's trade

performance

Trade balance is when totals export minus total import. The different values between

them become trade balance. There is trade surplus when total exports exceed the

total import and it's become trade deficit when total imports exceed the total export.

Foreign direct investment is direct investment in real or physical assets such as

factories and facilities in a foreign country. It contributes on total trade. Foreign

exchange is the money of a foreign country and always fluctuate depends on foreign

exchange market. Malaysia's trade performance over the last decade had been

resilient although several global incidents such as the regional currency crisis of

1997/98, the global economic slowdown, the cyclical downturn in the Electric and

Electronic sector in 2001, the September 11 incident and the Iraq war and the

outbreak of diseases such as SARS and the avian flu.
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CHAPTER 1

INTRODUCTION

1.0 Introduction

Today, Malaysia is among the world's top 20 trading nations. The country offers

the international community a variety of world class products such as electrical

and electronic products, high quality textiles and apparel, furniture, palm oil

based, rubber-based and wood products. It is also a leading producer of palm

oil-based and rubber-based products. Malaysia has a strong, open economy

and a Government committed to international competitiveness in terms of trade

and investment. Malaysia has a well established manufacturing industry, a

steadily growing SME sector, and an increasingly significant services industry,

all committed to export excellence. In addition, Malaysia has also enhanced the

export capabilities of its services sector, which includes healthcare, education,

engineering consultancy, architecture, business consultancy, printing,

information and communications technology, construction and plantation

management.

Malaysia's economy continued to strengthen in 2005 with Gross Domestic

Product (GOP) growing by 5.3 percent. This growth was driven by strong

external demand and high domestic consumption. Expansion was recorded in

all major sectors of the economy_ For 2006, growth is expected to continue on

its upward momentum, supported by favourable economic expansion in most of

Malaysia's major trading partners. The external sector is envisaged to be a

major contributor to Malaysia's economic performance. Malaysia's trade

performance over the last decade had been resilient although several global

incidents such as the regional currency crisis of 1997/98, the global economic

slowdown in the major economies like the USA, Japan and the EU as well as
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