
 

 

 

 

THE RELATIONSHIP OF PRICE OF MAIN COMMODITIES 

OF MALAYSIA TOWARDS ITS GDP GROWTH 

 

 

 

ADI ZAKWAN BIN SALIMIN 

2015102599 

 

 

 

 

 

BACHELOR OF BUSINESS ADMINISTRATION WITH 

HONOURS (BUSINESS ECONOMICS) 

FACULTY OF BUSINESS MANAGEMENT 

UNIVERSITI TEKNOLOGI MARA 

KOTA KINABALU, SABAH 

 

 

 

JUNE 2018 



ii 
 

DECLARATION OF ORIGINAL WORK 

 

 

 

 

 

 

 

 

BACHELOR OF BUSINESS ADMINISTRATION 

WITH HONOURS (BUSINESS ECONOMICS) 

FACULTY OF BUSINESS MANAGEMENT 

UNIVERSITI TEKNOLOGI MARA 

"DECLARATION OF ORIGINAL WORK" 
 

 

I, ADI ZAKWAN BIN SALIMIN, (I/C Number: 900712-12-5199) 

 

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: _________________ 

 

 



v 
 

TABLE OF CONTENTS 

 

DECLARATION OF WORK ............................................................................ ii 

LETTER OF SUBMISSIONS .......................................................................... iii 

ACKNOWLEDGEMENT ................................................................................ iv 

TABLE OF CONTENTS ................................................................................... v 

LIST OF TABLE ............................................................................................. vii 

ABSTRACT .................................................................................................... viii 

CHAPTER ONE: INTRODUCTION ............................................................ 1 

1.1. Background of Study ............................................................................ 1 

1.2. Problem Statement ................................................................................ 3 

1.3. Research Question ................................................................................ 5 

1.4. Research Objectives .............................................................................. 5 

1.5. Scope of Study ...................................................................................... 6 

1.6. Significant of Study .............................................................................. 7 

1.6.1 Policy Maker .............................................................................. 7 

1.6.2 Body of Knowledge ................................................................... 7 

1.7.Organization of Study ............................................................................ 8 

CHAPTER TWO: LITERATURE REVIEW ............................................... 9 

2.1. Introduction .......................................................................................... 9 

2.2. Literature Review .............................................................................. 10 

2.3. Conceptual Framework ...................................................................... 15 

2.4. Conclusion ......................................................................................... 15 

CHAPTER THREE: RESEARCH METHODOLOGY ............................ 16 

3.1.Introduction ......................................................................................... 16 

3.2.Data ..................................................................................................... 17 

3.2.1. GDP Growth ............................................................................ 17 

3.2.2. Crude Oil Price ........................................................................ 18 

3.2.3. Palm Oil Price and Price of Rubber ......................................... 18 

3.3. Regression Model .............................................................................. 19 

3.3.1. Augmented Dickey-Fuller Unit Root Test (ADF) ................... 20 

3.3.2. Autoregressive Distributed Lag Bounds Test (ARDL) ........... 21 

3.3.3. Error Correction Model (ECM) ............................................... 22 

3.3.4. Time Series .............................................................................. 23 

3.4.Research Hypotheses .......................................................................... 24 

3.5.Research Flow ..................................................................................... 25 

3.6.Conclusion .......................................................................................... 26 



vii 
 

LIST OF TABLE 

 

Table 4.2.1: Augmented Dickey-Fuller (ADF) Unit Root Test’s Results 

Table 4.3.1: ARDL Bounds Test’s Result 

Table 4.3.2: Residual Diagnostics for ARDL Model (2,0,4,6) 

Table 4.3.3: ARDL Long Run Coefficient (Dependent Variable=GDPG) 

Table 4.4.1: Error Correction Corresponding to the ARDL Method 

(GDPG=Dependent Variable) 

  



viii 
 

ABSTRACT 

 

This research is to examine the relationship of price of commodities which are 

palm oil, crude oil and rubber towards the economic growth in Malaysia. The 

period used from first quarter of year 2000 until third quarter of the year 2016. 

The proxy for economic growth is the GDP growth rate of Malaysia. 

Autoregressive Distributed Lag (ARDL) and Error Correction Model that 

were derived from ARDL were used in this research in order to find the long 

run and short run relationship. Thus, the test result shows that there is positive 

short run relationship between GDP growth rate of Malaysia and price of palm 

oil while price of rubber and GDP growth rate has negative short run 

relationship.  


