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Abstract

Malaysia has shown a remarkable progress in its economic growth in the past decade.
However, the economic growth in Malaysia has cause foreign direct investment (FDI) volatile
in the market. The main objective of this research is to analyse the impact of FDI on Malaysia
economic growth proxied by real gross domestic product (GDP), foreign direct investment
(FDI), gross fixed capital formation (DI), population growth (POP), and trade openness (TO).
Analysis was done using Autoregressive Distributed Lag Model (ARDL) bound test approach
with the period range of study was from 1970 until 2018. The empirical results also show with
focus on FDI macroeconomic could improves the growth of economic and give a positive
significant result in Malaysia. One policy recommendation is with the corporation from
government agencies can enhance the economic growth and also can improve the stability in

the economy.



Declaration of Original Work

<

L

BACHELOR OF BUSINESS ADMINISTRATION
(HONOURS) FINANCE
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
‘DECLARATION OF ORIGINAL WORK’

I, MUHAMMAD AZIM BIN HALIZAM, (2017690108)
Hereby, declare that:
e This work has not previously been accepted in substance for any degree, any locally
or overseas, and is not being concurrently submitted for this degree or any other

degrees.

e This project paper is the result of my independent work and investigation, except where

otherwise stated.

o All verbatim extracts have been distinguished by quotation marks and sources of my

information have been specifically acknowledged.

Signature: Date:




Letter of Submission

16 JANUARY 2020

Dr Abdul Rahim bin Ridzuan
Faculty of Business and Management
Universiti Teknologi MARA Melaka
Malacca City Campus

Melaka

Sir,

SUBMISSION OF PROJECT PAPER

Attached is the project paper titled “The Impact of FDI on Malaysia Economic Growth” to
fulfill the requirement as needed by the Faculty of Business and Management, Universiti
Teknologi MARA.

Thank you.

Yours sincerely,

MUHAMMAD AZIM BIN HALIZAM

2017690108

Bachelor of Business Administration (Honours) Finance



Table of Contents

ADSEFACT. ...ttt I
Declaration of Original WOKK ..o iii
Letter OF SUDMISSION ..ot Y%
ACKNOWIBAGEIMENTS ...ttt Vv
TabIe Of CONTENTS ...t Vi
Chapter 1: INTrOAUCTION ......ooiiiice et et sre e 1
1.1 Background Of the SEUAY ......c.uuiiiiiee ettt e e e ere e e et e e e e e e e abe e e e eanes 1
1.2 Problem STatEMENTS ..c...eiiiiiieieee ettt ettt st b e bttt 5
R T CF [ ol o T O o T =Tt d 1YY SRR 7
1.4 RESEAICH QUUESTIONS ....eiieiiiiiieeiiee sttt ste e ettt e ettt e sate e s bt e sabeesabeesbteesabeeebbeesabeesneeesabeeennes 7
I YoloY oI o Yo I T oY1 =1 d o o PSSR 8
1.6 Significance of the RESEAICN .....ccoeviiii e e e e 9
1.7 DefiNitioN Of TOIMIS..ccui ittt ettt sttt sttt eae st bbb e b st beb et b st aes b st ebe seseaenees 10
Chapter 2: LIterature REVIEW..........coeiiiiiiiiieiieesiieee et 14
2.1 INTFOTUCTION .ttt b e b e s re e st e n e et e e sneesneesnne e 15
2.2 Review Of Theoretical LItErature ........ccocuiiieeieiiecieee ettt 16
2.3 Review of EMPIrical LIteratUure.......ueee ettt et e et e e e e e e e 20
Chapter 3: Research Methodology ..o s 24
3L INEFOAUCTION .ttt sttt et et e s e s st e n e e bt e b e reesmeesaeeeane s 24
3.2 Theoretical FrameEWOrK . .......cooiiiiiriirieeie ettt s e 25
B \Y, FoTe LY Y o 1Yol Tor=Y o o NSRS 26
3.4 EStiMation TECHNIQUES ... .cveiii ettt e et e et e e e et e e e e be e e e enbeee e eenneeas 28
3.5 SOUICES OF DAL .eeeiiiiiiiiie ettt st ettt et e be e she e s at e st e bt b e e b e bt e saeesaeeeare s 40
Chapter 4: Empirical Results and DiSCUSSION ..........c.coeiiiiieieniiiiieieiese s 41
A [ 4 oo [¥ ot oY o TP SP PP 41
4.2 Testing ADF and PP UNit ROOT TEST ..ccuviiiiiiiiiiecciiiee ettt sttt e e e evre e e e ebae e e e ebaae e e eanes 41
4.3 Dectecing the Long Run Relationship .........eeeviiiiicciiiiiee et 43
N D I T=d g Vo 1y ol @ o 1Yol 1 =R 44
4.4.1 Testing for Serial Correlation........ et st st s e eraesaes 44
4.4.2 Functional FOrm Ramsey RESET TESt....c.cciiiririeieeeieeseesie e steeesrsestess e te e saestesnesresnnsnnenens 45
4.4.3 Testing of HeterosKedastiCity.......cciiveeieceeieierierise ettt et se e te et st st se e e saeraeres 46
4.4.4 TeStiNG Of NOIMAIILY....cciieieeiee ettt st st e et et sr e ebeste st ste e s s senaanens 47

Vi



	THE IMPACT OF FDI ON MALAYSIA ECONOMIC GROWTH
	ABSTRACT
	‘DECLARATION OF ORIGINAL WORK
	LETTER OF SUBMISSION
	ACKNOWLEDGEMENTS
	TABLE OF CONTENTS
	CHAPTER 1:INTRODUCTION
	1.0 INTRODUCTION
	1.1 BACKGROUND OF THE STUDY
	1.2 PROBLEM STATEMENT
	1.3 Research Objective
	1.4 Research Question
	1.5 Scope and Limitation
	1.5.1 Scope of study
	1.5.2 Limitation of study

	1.6 SIGNIFICANT OF RESEARCH
	1.7 DEFINITION OF TERMS

	CHAPTER 2:LITERATURE REVIEW
	2.1 Introduction
	2.2 Review of Theoretical Literature
	2.3 Review of Empirical Literature

	CHAPTER 3:RESEARCH METHODOLOGY
	3.1 INTRODUCTION
	3.2 Theoretical Framework
	3.3 Model Specification
	3.4 Estimation Techniques
	3.4.1 Unit Root Test
	3.4.1(a). Dickey-Fuller (DF) and Augmented Dickey-Fuller (ADF)
	3.4.1(b). Phillips-Perron (PP)

	3.4.2 Autoregressive Distributed Lag (ARDL) Cointegration for Time Series Analysis
	3.4.3 Diagnostic Tests
	3.4.3(a) Autocorrelation Test
	3.4.3(b) Normality Test
	3.4.3(c) Heteroscedasticity Test
	3.4.3(d) Ramsey RESET Test
	3.4.3(e) Cumulative Sum (CUSUM) and Cumulative Sum of Square (CUSUMSQ) Stability Test


	3.5 Sources of Data

	CHAPTER 4:EMPIRICAL RESULTS AND DISCUSSION
	4.1 Introduction
	4.2 Testing ADF and PP Unit Root Test
	4.3 Detecting the Long Run Relationship
	4.4 Diagnostic Checking
	4.4.1. Testing for Serial Correlation
	4.4.2 Functional Form Ramsey RESET Test
	4.4.3 Testing of heteroskedasticity
	4.4.4 Testing of Normality

	4.5 CUSUM Test
	4.6 Long Run ARDL
	4.7 Short Run Dynamic

	CHAPTER 5:CONCLUSION AND RECOMMENDATIONS
	5.1 Conclusion
	5.2 Recommendations

	REFERENCES
	APPENDIX



