'&\
f;}f S ///'f W

UNIVERSITI TEKNOLOGI MARA
KAMPUS KOTA BHARU, KELANTAN

A STUDY ON FACTORS THAT INFLUENCE DEMAND OF
HOUSING LOAN IN MALAYSIA

MOHAMMAD AIZAL BIN ANUAR

2008403812

BACHELOR OF BUSINESS ADMINISTRATION WITH HONOURS
(FINANCE)
FACULTY OF BUSINESS MANAGEMENT
MARA UNIVERSITY OF TECHNOLOGY
KOTA BHARU CITY CAMPUS, KELANTAN

APRIL 2011



DECLARATION OF ORIGINAL WORK

&/ 0\
BACHELOR OF BUSINESS ADMINISTRATION (HONS)
FINANCE

FACULTY OF BUSINESS AND MANAGEMENT

I, MOHAMMAD AIZAL B ANUAR, I/C Number: 891227-06-5063

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 extract have been distinguish by quotation marks and sources

of my information have been specifically acknowledgement.

Signature: rizal Date: 10 April 2011




ACKNOWLEDGEMENT

In the name of Allah, Most Gracious, Most Merciful

Praise to Allah SW.T. the Lord of the universe, for his wisdom, strength and
blessings to complete this project paper. Peace and blessings of Allah be upon His
Messenger, Muhammad S.A.W.

First and foremost, the author would like to take an opportunity to neither express
thanks to both respectable advisors, Prof. Madya Mohd Nor bin Shapiin and En.
Nasser bin Abdul Majid, who have made a significant contribution, support and
giving their great analytical skills, helpful comments, guidance and suggestions
for the completion of this research.

Alhamdulillah, with the submission of this project paper, | have fulfilled a partial
fulfillment to the requirement for the Bachelor in Business Administration
(Honors) (Finance).

Special gratitude to my beloved family who has encourages and gives support to

me from the beginning in every possible way.

Finally, 1 also give my deepest thanks to all my friends, who have always, be by
my side through thick and thin, for the support and help. My very special thanks
also go to all peoples who have directly or indirectly helping me in completing
this thesis.

Thank you very much.



TABLE OF CONTENT

PAGE
DECLARATION OF ORIGINAL WORK i
LETTER OF TRANSMITTAL i
ACKNOWLEDGEMENT iv
ABSTRACT v
LIST OF TABLES vi
LISTS OF FIGURES vii
LIST OF ABBREVIATIONS viii
CHAPTER 1
INTRODUCTION TITLE PAGE
1.0  INTRODUCTION 1
1.1  BACKGROUND OF STUDY 2
1.1.1 OVERVIEW OF HOUSING LOAN 2
1.1.2 OVERVIEW OF INTEREST RATE 3-4
1.1.3 OVERVIEW OF STATUTORY RESERVE
REQUIREMENT (SRR) 5
1.14 OVERVIEW OF INFLATION 6-7
1.15 OVERVIEW OF GROSS DOMESTIC
PRODUCT (GDP) 8-9
12  PROBLEM STATEMENT 10-12
1.3  OBJECTIVE OF THE STUDY 13
1.4  RESEARCH QUESTION 13
15 RESEARCH HYPHOTESIS 14-15



ABSTRACT

This project paper attempts to identify the important factors that contribute
significantly to demand of housing loan in Malaysia. During the Asian
Financial crisis in 1997 and late 1998, the demand of housing seems be
affected by the crisis. Due to unstable economic condition at that time,
housing loan is less demand and Malaysian people do not affordable to
buy a house. The empirical evidence from many literatures witnessed that
some of independent variables (interest rate, statutory reserve requirement,
inflation rate and gross domestic product) have significant effect to the
dependant variable (demand of housing loan). So, the primarily focus of
this paper is, attempt to study on the relationship between independent
variables (interest rate, statutory reserve requirement, inflation rate and
gross domestic product) affects on the dependent variable demand of
housing loan in Malaysia. This is important because this area of study has
not been greatly researched in Malaysia. With that, interest rate, statutory
reserve requirement, inflation rate and gross domestic product will be put
as independent variables and demand of housing loan will be as the
dependent variable. The aims of this present study are twofold: firstly to
identify the relationship between inflation and interest rate, statutory
reserve requirement, inflation rate and gross domestic product variables
and secondly, to identify the most influenced factor that will affect
demand of housing loan in Malaysia. A multiple linear regression model is
employed to find the relationship between independent and dependent
variable. All the data used, are in quarterly basis range from 1997 to 2010.
The results indicate that only interest rate statutory reserve requirement
and gross domestic product show a positive significant relationship
towards the demand of housing loan in Malaysia. Meanwhile the inflation
rate shows an insignificant negative relationship towards the demand of
housing loan in Malaysia. Furthermore, the results by other researchers
found that inflation rate is significant towards the demand of housing loan.
This is maybe because inflation rate does not suitable to put together with
others independent variables in this study. Hence, this study found that
interest rate is the most influenced variable towards the demand of
housing loan in Malaysia.



