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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.
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