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ABSTRACT

This study is aimed mainly to focus on the relationship between macroeconomic 

variables such as interest rate, inflation rate and exchange rate towards the share prices 

of the company under trading/services and finance sector listed on KLCI. The purpose 

of this study is to contribute further to the literature on stock market with 

macroeconomic variables linkages for developing economies in Malaysia and forecast 

the relationship of the variables by developing an equation. In order to measure the 

relationship between dependent and independent variable, this study observed about 

120 numbers of observations in monthly basis data from 1997 until 2006. Multiple 

Linear Regression model were used in order to analyze the relationship of share prices 

of the selected company with the interest rate, inflation rate and exchange rate. Thus, 

the finding from this study shows the independent variables, which are interest rate, 

inflation rate and exchange rate have significant and insignificant results towards the 

share price of the selected blue chip companies.

X


	“A STUDY ON THE RELATIONSHIP BETWEEN INTEREST RATE, INFLATION RATE AND EXCHANGE RATE TOWARDS SHARE PRICE OF COMPANIES UNDER TRADING/SERVICES & FINANCE SECTOR IN KUALA LUMPUR COMPOSITE INDEX (KLCI)”
	DECLARATION OF ORIGINAL WORK
	LETTER OF TRANSMITTAL
	ACKNOWLEDGEMENT
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF ABBREVIATION
	ABSTRACT
	CHAPTER 1 INTRODUCTION
	1.0 INTRODUCTION
	1.1 OVERVIEW OF THE MALAYSIAN ECONOMIC
	1.1.1 Current Economy Outlook
	1.1.2 Trading and services sector outlook
	1.1.3 Finance sector outlook
	1.1.4 Bursa Malaysia

	1.2 OVERVIEW OF THE SELECTED BLUE-CHIPS COMPANY
	1.2.1 Trading/service sector

	1.3 PROBLEM STATEMENT
	1.4 OBJECTIVES OF THE STUDY
	1.5 SCOPE OF THE STUDY
	1.6 THEORETICAL FRAMEWORK
	1.7 HYPOTHESIS OF THE STUDY
	1.8 SIGNIFICANT OF STUDY
	1.9 LIMITATION OF THE STUDY
	1.10 DEFINITION OF TERMS

	CHAPTER 2 LITERATURE REVIEW
	2.0 LITERATURE REVIEW
	2.1 RELATIONSHIP BETWEEN INTEREST RATE & SHARE PRICE
	2.2 RELATIONSHIP BETWEEN INFLATION RATE & SHARE PRICE
	2.3 RELATIONSHIP BETWEEN EXCHANGE RATE & SHARE PRICE

	CHAPTER 3 RESEARCH METHODOLOGY
	3.0 RESEARCH METHODOLOGY
	3.1 RESEARCH DESIGN
	3.2 METHOD OF COLLECTING DATA
	3.3 SAMPLING
	3.4 METHOD OF ANALYZING DATA
	3.4.1 Multiple linear regression model
	3.4.2 Test of correlation
	3.4.3 Test of significance
	3.4.4 Hypothesis Testing


	CHAPTER 4 FINDING & ANALYSIS
	4.0 FINDINGS & ANALYSIS
	4.1 TRADING/SERVICES SECTOR
	4.1.1 Genting Bhd
	4.1.2 Malakoff Bhd
	4.1.3 The New Straits Times Press (M) Bhd (NSTP)
	4.1.4 Petronas Dagangan Berhad
	4.1.5 Sime Darby Bhd
	4.1.6 Star Publications (M) Bhd
	4.1.7 Telekom Malaysia Bhd
	4.1.8 Tenaga Nasional Bhd

	4.2 FINANCE SECTOR
	4.2.1 Affin Holdings Bhd
	4.2.2 AMMB Holdings Bhd
	4.2.3 Hong Leong Bank Berhad
	4.2.4 MAA Holdings Bhd
	4.2.5 Malayan Banking Bhd
	4.2.6 Malaysian Industrial Development Finance Bhd (MIDF)
	4.2.7 Public Bank Berhad


	CHAPTER 5 CONCLUSION & RECOMMENDATION
	5.0 CONCLUSIONS AND RECOMMENDATION
	5.1 CONCLUSION
	5.1.1 Trading/Services companies
	5.1.2 Finance companies

	5.2 RECOMMENDATIONS

	BIBLIOGRAPHY
	APPENDICES



