
THE DETERMINANTS OF FOREIGN DIRECT INVESTMENT
INFLOWS INTO MALAYSIA

JACKSON SA IMUN
2011932513

BACHELOR OF BUSINESS ADMINISTRATION
Win I HONOURS (FINANCE)

FACULTY OF BUSINESS MANAGEMEN f
UNIVERSI Tl TEKNOLOGI MARA

KOTA KINABALU, SABAN
JANUARY 2014



DECLARATION OF ORIGINAL WORK

BACHELOR OF BUSINESS ADMINISTRATION

(HONS) FIINANCE

FACULTY OF BUSINESS MANAGEMENT

UNIVERSITI TEKNOLOGI MARA

SABAH

“DECLARATION OF ORIGINAL WORK”

I. JACKSON SAIMUN, 2011962513

Hereby, declare that,

• This work has not previously been accepted in substance for any degree, locally

or overseas and is not being concurrently submitted for this degree or any other

degrees.

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

where otherwise stated.

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

my information have been specifically acknowledged.

Signature: Date:

ii I



TABLE OF CONTENT

Declaration i
Letter of Submission ii
Acknowledgement iii
Table of content iv
Abstract v
CHAPTER 1: INTRODUCTION
1.1 BACKGROUND OF STUDY...............................................................  1
1.2 PROBLEM STATEMENT..................................................................... 2
1.3 RESEARCH OBJECTIVE..................................................................... 3
1.4 SIGNIFICANT OF THE STUDY......................................................... 4
1.5 RESEARCH LIMITATION...................................................................  4

CHAPTER 2: LITERATURE REVIEW
2.1 INTRODUCTION..................................................................................  5
2.2 PREVIOUS STUDY.............................................................................. 5
2.3 THEORITICAL FRAMEWORK........................................................  13

CHAPTER 3: RESEARCH METHODOLOGY
3.1 RESEARCH DESIGN 9

3.1.1 TYPES OF STUDY.................................................... 9
3.1.2 TYPES OF INVESTIGATION.................................  9
3.1.3 TIME HORIZON........................................................ 9

3.2 DATA COLLECTION METHOD 10
3.2.1 DATA COLLECTION 10
3.2.2 SAMPLE OF STUDY 10

3.3 DATA ANALYSIS TECHNIQUE 11
3.3.1 DESCRIPTIVE ANALYSIS 11
3.3.2 UNIT ROOT TEST 12
3.3.3 ORDINARY LEAST SQUARE 12
3.3.4 JOHANSEN COINTEGRATION 13

3.5 HYPOTHESIS FORMULATION 13

3.6 FLOW OF RESEARCH METHODOLOGY 15

CHAPTER 4: RESULTS & FINDINGS
4.1 DESCRIPTIVE ANALYSIS 16
4.2 ORDINARY LEAST SQUARE (OLS) TEST 17
4.3 JOHANSEN COINTEGRATION TEST 20

v | age



LIST OF TABLES

Table 1: Result on descriptive analysis. 16

Table 2: Result on Ordinary least square (OLS) TEST. 17

Table 3: Result on Johansen cointegration test Unrestricted Cointegration

Rank Test (Trace). 20

Table 4: Result on Johansen cointegration Unrestricted Cointegration Rank 20

Test (maximum Eigenvalue).

LIST OF FIGURES

Figure 1 : Foreign direct investment inflows into Malaysia (1990-2012) 3

Figure 2 : Theoretical Framework 7

Figure 3 : Flow of Methodology 15

vii |



ABSTRACT

This study investigate the determinants that might influence the foreign direct investment

(FDI) inflows into Malaysia.There are several variables that has been indentified from

literature that seen as important determinants towards FDI inflows into region. In this

study.the inflation (Consumer Price Index),GDP per capita, labor cost are used because

the availablity of the data and it has been argued by some of the previous researcher. The

methodology used in this study is STATA SE 10 and Eviews7 with 23 years data starting

from 1990 until 2012. The data obtain from World Bank data and Department of statistic

Malaysia. The expected result from this study is there is significant relationship between

inflation (Consumer Price Index). Gross Domestic Product (GDP) per capita, and labor

cost, towards the FDI inflows into Malaysia.
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