
 

  

 

THE IMPACT OF ASIAN FINANCIAL CRISIS 

 TOWARDS MALAYSIAN ECONOMY 

 

 

MOHAMAD SHAHDAN BIN YUSOF 

2015418432 

 

 

 

BACHELOR OF BUSINESS ADMINISTRATION WITH HONOUR 

(FINANCE) 

FACULTY OF BUSINESS MANAGEMENT 

 UNIVERSITI TEKNOLOGI MARA 

MELAKA CITY CAMPUS 

 

 

 

JULY 2017 



ii 
 

DECLARATION 

 

We hereby declare that: 

(1) This undergraduate research project is the end result of our own work and that due 

acknowledgement has been given in the references to ALL sources of information be they 

printed, electronic, or personal. 

(2) No portion of this research project has been submitted in support of any application for any 

other degree or qualification of this or any other university, or other institutes of learning. 

(3) Equal contribution has been made by each group member in completing the research 

project. 

 

Name of Student:                             Student ID:               Signature: 

1. MOHAMAD SHAHDAN BIN YUSOF   2015418432  

  

 

 

 

 

 

 

 

 

 

 

 



v 
 

TABLE OF CONTENTS 

 

CHAPTER 1: RESEARCH OVERVIEW ------------------------------------------------------------------------ 1 

1.0 Introduction ------------------------------------------------------------------------------------------------ 1 

1.1 Background of Study --------------------------------------------------------------------------------- 2-3 

1.2 Problem Statement -------------------------------------------------------------------------------------- 4 

1.3 Research Question -------------------------------------------------------------------------------------- 5 

1.4 Research Objective-------------------------------------------------------------------------------------- 5 

1.4.1 General ----------------------------------------------------------------------------------------------- 5 

1.4.2 Specific ----------------------------------------------------------------------------------------------- 5 

1.5 Significant of Study -------------------------------------------------------------------------------------- 6 

1.6 Scope of the Study -------------------------------------------------------------------------------------- 6 

1.7 Limitation of the Study ---------------------------------------------------------------------------------- 7 

1.8 Conclusion ----------------------------------------------------------------------------------------------------- 7 

CHAPTER 2: LITERATURE REVIEW -------------------------------------------------------------------------- 8 

2.0 Introduction ------------------------------------------------------------------------------------------------ 8 

2.1 Definition of Financial Crisis ------------------------------------------------------------------------ 8-9 

2.2 Asian Financial Crisis ------------------------------------------------------------------------------- 9-10 

2.3 Gross Domestic Product ----------------------------------------------------------------------------- 10 

2.4 Inflation Rate -------------------------------------------------------------------------------------------- 11 

2.5 Exchange Rate ------------------------------------------------------------------------------------- 12-13 

2.6 Interest Rate -------------------------------------------------------------------------------------------- 13 

2.7 Theoretical Framework --------------------------------------------------------------------------- 14-15 

2.8 Hyphothesis --------------------------------------------------------------------------------------------- 15 

CHAPTER 3: METHODOLOGY -------------------------------------------------------------------------------- 16 

3.0 Introduction ---------------------------------------------------------------------------------------------- 16 

3.1 Research Design ----------------------------------------------------------------------------------- 16-17 

3.2 Data Collection Methods ----------------------------------------------------------------------------- 17 

3.3 Data Processing ------------------------------------------------------------------------------------ 17-18 

3.4 Data Analysis ------------------------------------------------------------------------------------------- 18 

3.4.1 E-Views --------------------------------------------------------------------------------------------- 18 

3.4.2 Unit Root Test------------------------------------------------------------------------------------- 18 

3.4.3 Augmented Dickey Fuller Test (ADF). ------------------------------------------------------ 18 

3.4.4 Phillips-Perron Test ------------------------------------------------------------------------------ 19 

3.4.5 Multiple Linear Regression -------------------------------------------------------------------- 19 

3.4.6 Significance of Regression (F-statistic) ------------------------------------------------- 19-20 



vi 
 

3.4.7 T-test Statistic ------------------------------------------------------------------------------------- 20 

3.4.8 Diagnostic Checking ---------------------------------------------------------------------------- 20 

   3.4.8.1    Model Specification and Normality test ---------------------------------------------20-21 

3.4.8.2    Multicollinearity Test -------------------------------------------------------------------------21 

  3.4.8.3    Autocorrelation ---------------------------------------------------------------------------21-22 

  3.4.8.4    Heteroscedasticity ---------------------------------------------------------------------------22 

CHAPTER 4: DATA ANALYSIS -------------------------------------------------------------------------------- 23 

3.0 Introduction ---------------------------------------------------------------------------------------------- 23 

4.1 Unit Root Test. ------------------------------------------------------------------------------------------ 23 

4.1.1 Augmented Dickey Fuller (ADF) Test. -------------------------------------------------- 23-24 

4.1.2 Phillips-Perron (PP) Test ------------------------------------------------------------------- 24-25 

4.2 Normality Test ------------------------------------------------------------------------------------------ 25 

4.2.1 Jarque Bera Test ----------------------------------------------------------------------------- 25-26 

4.3 Descriptive Statistics. ----------------------------------------------------------------------------- 26-29 

4.4 Findings on Empirical Model ------------------------------------------------------------------------ 29 

4.4.1 Multiple Linear Regression -------------------------------------------------------------------- 29 

   4.4.2     Interpretation of Multiple Linear Regression Model ---------------------------------- 30-31 

    4.5 Diagnostic Checking of Model -----------------------------------------------------------------------31 

       4.5.1       Summary of Diagnostic Checking of Model --------------------------------------------31-32 

4.6 Conclusion ----------------------------------------------------------------------------------------------- 32 

CHAPTER 5: CONCLUSION AND RECOMMENDATION ----------------------------------------------- 33 

5.0 Introduction ---------------------------------------------------------------------------------------------- 33 

5.1 Summary of Statistical Analysis -------------------------------------------------------------------- 33-34 

5.2 Discussion on Major Findings ----------------------------------------------------------------------- 34 

5.2.1 Inflation rate ---------------------------------------------------------------------------------- -34-35 

5.2.2 Exchange rate ------------------------------------------------------------------------------------ 35 

5.2.3 Interest Rate. -------------------------------------------------------------------------------------- 35 

5.3 Recommendation. ------------------------------------------------------------------------------------ -36 

5.4 Conclusion ----------------------------------------------------------------------------------------------- 36 

REFERENCES -------------------------------------------------------------------------------------------------------37 

APPENDICES  ---------------------------------------------------------------------------------------------------38-78 

 

 

 

 

 



vii 
 

ABSTRACT 

 

The purpose of conducting this study is to investigate the relationship between inflation rate 

represented by consumer price index, exchange rate per Malaysia Ringgit against US Dollar, 

and Interest rate towards economic growth of Malaysia. It covers the period 1997 to 2016 

quarterly which consist of 80 observations. Simply put, those determinants are considered as 

indicators for economic growth in Malaysia. Inflation rate represented by consumer price index, 

exchange rate per Malaysia Ringgit against US Dollar, and interest rate were use as 

independent variable. Unit root test and diagnostic test were being used to test whether it is 

stationary or non-stationary. The analyses are conducted using multiple linear regressions to 

get the results. The result shows that Inflation and interest rate has a significant and negative 

relationship towards economic growth. However, the result also shows that the exchange rate 

insignificantly affecting the economic growth. Overall, the model is significant as the p-value is 

less than the significant level of (0.000051) which is less than 0.1 significant levels. The null 

hypothesis has been rejected because F-statistic is statistically significant at 1% significant 

level.  
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