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Abstract

The main objective of this paper is to find the possible relationship between several
factors that might have effect on level of savings among households in Malaysia.
Previous studies identified number of demographic factors that affect level of
savings, such as age of household head, household size number, total consumption,
areas of living and level of education. In addition, these studies also applied the life
cycle hypothesis framework that explains the saving behaviour among household.
Recent papers investigated whether some of the factors mentioned have significant
impact on saving behaviour among household in some countries. They found that not
all variables have significant correlation that fits the initial life-cycle framework. The
study used the data from the Household Expenditure Survey (HES) obtained from
Department of Statistics, Malaysia; as conducted recently in 2004/05. Total number
of respondents is 14,084; which 30% from the population allowed to be used. The
estimation results show that almost all of the proposed demographic variables have
significantly strong positive relationship to the household's level of saving. The
finding is consistent with the previous study that demographical factors add huge
information in explaining the level of saving. The results also suggest that savings
would increase as the rise in age, but declines at a certain point of age, resulted an
inverse relationship between age2 and saving. Finally, the analysis results suggest
that, by including some other factors, and by taking a bigger sample subset of
population might improve the results in future research"

JEL classification: E21, 010
Keywords: Savings, Rate of Saving, Malaysia, Household

vi


	A CROSS-SECTIONAL STUDY ON HOUSEHOLD'SSAVING BEHAVIOUR IN MALAYSIA
	TAJUK PROJEK PENYELIDIKAN DANA KECEMERLANGAN: GELAGAT TABUNGAN ISIRUMAH DI MALAYSIA: BUKTI DATA MIKRO (1983-2003)
	LAPORAN AKHIR PENYELIDIKAN "A CROSS-SECTIONAL STUDY ON HOUSEHOLD'S SAVING BERAVIOUR IN MALAYSIA"
	KUMPULAN PENYELIDIK
	PENGHARGAAN
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	Abstract
	CHAPTER 1 INTRODUCTION
	1.1 BACKGROUND OF STUDY
	1.2 PROBLEM STATEMENT
	1.3 RESEARCH QUESTIONS
	1.4 OBJECTIVE OF STUDY
	1.5 THEORETICAL FRAMEWORK
	1.6 DEFINITION OF TERMS
	1.7 SIGNIFICANT OF STUDY
	1.8 SCOPE OF STUDY
	1.9 LIMITATION OF STUDY

	CHAPTER 2 LITERATURE REVIEW
	2.1 INTRODUCTION
	2.2 THE DEFINITION ON SAVINGS AND LIFE CYCLE THEORY OF SAVING
	2.3 THE IMPORTANCE OF HOUSEHOLD SAVING ANALYSIS
	2.4 EMPRICAL EVIDENCE OF HOUSEHOLD SAVING
	2.5 DETERMINATION ON HOUSEHOLD SAVING BEHAVIOUR

	CHAPTER 3 RESEARCH METHODOLOGY AND DESIGN
	3.1 INTRODUCTION
	3.2 DATA
	3.3 SAMPLE AND MAIN VARIABLE DEFINITION
	3.3.1 Saving
	3.3.2 Household's Total Expenditure
	3.3.3 Other Variables

	3.4 STATISTICAL AND ECONOMETRIC TEST
	3.4.1 Savings profile
	3.4.2 Estimation on Savings' Determination using OLS Regression
	3.4.2.1 Heteroscedasticity Test
	3.4.2.2 Identifying Multicollinea rity


	3.5 CONCLUSION

	CHAPTER 4 EMPIRICAL RESULTS
	4.1 INTRODUCTION
	4.2 HOUSEHOLD HEAD'S SAVING PROFILE ANALYSIS
	4.2.1 Profile Analysis on Household Head' s Level of Savings(SO) and Savings Rate (SOrrel By Age Level
	4.2.1.1 Average Level of Savings by Age
	4.2.1.2 Average Rate of Savings by Age

	4.2.2 Average Level of Savings (SO) and Rate of Savings(SO/TC) By Ethnic Group
	4.2.3 Average Level of Savings (SO) and Rate of Savings(SOITC) By Level of Education
	4.2.4 Ave rage Level of Savings (SO) a nd Rate of Savings(SO/TC) By Strata
	4.2.5 Average Level of Savings (SO) and Rate of Savings(SO/TC) By Household Size
	4.2.6 Average Level of Savings (SO) a nd Rate of Savings(SO/TC) By Household Head Activity
	4.2..7 Average Level of Savings (SO) and Rate of Savings(SO/TC) By Household Marital Status
	4.2.8 Average Level of Savings (SO) and Rate of Savings(SO/TC) By Househ old Citizenship

	4.3 ESTIMATION RESULTS
	4.3.1 Estimation results for Level of savings (SO) and rate of savings (SO/TC) models


	CHAPTER 5 CONCLUSION AND RECOMMENDATION
	5.1 INTRODUCTION
	5.2 SUMMARY OF CONCLUSION
	5.3 RECOMMENDATION

	BIBLIOGRAPHY
	APPENDIX A
	APPENDIXB
	APPENDIXC



