MACROECONOMIC EFFECTS OF OIL PRICE CHANGES IN MALAYSIA 2016

g

MACROECONOMIC EFFECTS OF OIL PRICE CHANGES IN MALAYSIA

NUR INSYIRAH BINTI ROAZMI

2014676068

BACHELOR OF BUSINESS ADMINISTRATION

WITH HONOURS (BUSINESS ECONOMICS)

FACULTY OF BUSINESS MANAGEMENT

UNIVERSITI TEKNOLOGI MARA KAMPUS KOTA BHARU

JULY 2016



MACROECONOMIC EFFECTS OF OIL PRICE CHANGES IN MALAYSIA 2016

LETTER OF SUBMISSION

JUNE 2016

Nur Insyirah Binti Roazmi

Bachelor of Business Administration (Hons) Business Economics
Faculty of business management

Universiti Teknologi Mara (UiTM)

Cawangan Kelantan

Kampus Kota Bharu

Wisma KUB

Jalan Sultan Ibrahim

15050 Kota Bharu

Dear Sir/Madam

SUBMISSION OF FULL RESEARCH PAPER

Attached is an original research paper entitted ‘MACROECONOMIC EFFECTS OF
OIL PRICE CHANGES IN MALAYSIA that is for your kind perusal and evaluation to

fulfill the requirement which are needed by the faculty.

Thank You.

Yours sincerely,

NUR INSYIRAH BINTI ROAZMI
2014676068

BACHELOR OF BUSINESS ADMINISTRATION (HONS) BUSINESS ECONOMICS



MACROECONOMIC EFFECTS OF OIL PRICE CHANGES IN MALAYSIA 2016

ACKNOWLEDGEMENT

Praise to Allah s.w.t the Almighty for his blessing in giving me the strengths, ideas,
determination and patience in completing this project paper in which to fulfil the
graduation requirement of Bachelor of Business Administration (Hons) Business

Economics.

Besides, thus project paper would not have materialized without the guidance,
assistant and encouragement of many people surroundings. Thus, | would like to
give my deepest gratitude to Prof Madya Mohd Zaki Zakaria as my advisor for his
guidance and constructive comments as well as his suggestions which helped me to

improve the quality of this project paper.

| also would like to express my thanks to my second examiner, Pn Azizah Isa and
many other individuals, including lecturers of Business Economics programmed in
University Technology MARA, my family, my classmates and all my friends assists
me in completion of this project paper. At the risk of overlooking some individuals, |
would like to specially acknowledge them for the help given. All their help and
support are beyond repayment. May Allah SWT reward them with the best rewards in

this world and hereatfter,

Thank you



MACROECONOMIC EFFECTS OF OIL PRICE CHANGES IN MALAYSIA

2016

TABLE OF CONTENTS

PAGES
TITLE
DECLARATION OF ORIGINAL WORK
LETTER OF SUBMISSION
ACKNOWLEDGEMENT
TABLE OF CONTENTS
LIST OF TABLES
LIST OF FIGURES

ABSTRACT

CHAPTER ONE: INTRODUCTION
1.1 Background of Study
1.2 Scope of Study
1.3 Problem Statement
1.4 Objectives of Study
1.4.1 Research Objectives
1.4.2 Research Question

15 Significance of Study

Vi

Vi

Xi

1.5.1 The Researcher 8

1.5.2 The Government 9

1.5.3 The Future Researcher 9

1.6 Theoretical Framework and Hypothesis

1.6.1 Theoretical Framework 10



MACROECONOMIC EFFECTS OF OIL PRICE CHANGES IN MALAYSIA 2016

ABSTRACT

Oil is an input in many production and consumption activities also as one of the main
commodities across the globe. Therefore, relationship between oil price and
macroeconomic is worth attention. Most of the existing studies in theoretical and
empirical understanding of the macroeconomic consequences of oil price shocks
have been focused on the US economy. In contrast to these studies, the purpose of
this paper is to investigate whether economic world growth can be explained by
changes in the oil price by using variables such as GDP growth, inflation,
unemployment and trade balance in Malaysia. The main findings may be
summarized as follows: the interaction between oil price changes and economic
growth, unemployment and trade balance is said to have a significant impact while
inflation indirectly affected. In the event of policymakers are faced with policy options
of either to increase or decrease the oil price, they should be aware that oil price

changes gives significant effect to the economy.



