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ABSTRACT

The oil and gas industry as a whole figure prominently in a Malaysia economy, having
contributed fully one-fifth of its GDP over the past decade. On a standalone basis, the Malaysian
gas industry produced and sold into the local market gas valued at over RM 10 billion in 2017.
As with any commodity, stock, or bond, the laws of supply and demand cause oil prices to
change. When supply exceeds demand, prices fall; the inverse is also true, when demand
outpaces supply. While supply and demand impact oil prices, it is actually oil futures that set the
price of oil. Due to that circumstances, the aim of this study is to investigate the factors affecting
the fluctuation of oil prices and its relationship towards the macroeconomics variables from 1990
to 2019, a yearly basis. Using the Ordinary Least Square (OLS) method, the researched topic will
be examined. Data from the Malaysia oil price is used a dependent variable while the other four
(4) variables namely a gross domestic product (GDP), foreign direct investment (FDI), inflation
rate, and interest rate are used as independent variables. Findings from this study shows real

interest rate have a significant relationship with the crude oil price.



ACKNOWLEDGEMENT

Without full support and guidance from several parties, this study could not be completely
done. I would like to thank everyone that involved directly or indirectly through ups and downs

along this journey

Firstly, thank Allah for blessing and giving me stay healthy to finish this final year report.
My high gratitude and special thanks to my advisor,Madam Nur Liyana binti Mohamed Yousop
for her patience and her encouragement towards my project until it is done. She also has made
some time to answer my questions and provided meaningful information for the whole research.

Without her, I might not be able to complete my project on time.

In addition, I would like to thank my parents, for their support in every aspect including

moral and motivation. They are such understanding people in everything I do.

Lastly, special thanks to my friends, especially to my classmate who had been beside me

to comfort and gave me spirit in completing this project.



TABLE OF CONTENTS

AUTHOR’S DECLARATION
ABSTRACT
ACKNOWLEDGEMENT
TABLE OF CONTENT

CHAPTER ONE INTRODUCTION
1.1 Introduction

1.2 Research Background

1.3 Problem Statement

1.4 Research Questions

1.5 Research Objectives

1.6 Significance of the Study

1.7 Scope of the Study

1.8 Limitation of the Study

1.9 Definition of Key Terms

1.10 Summary

CHAPTER TWO LITERATURE REVIEW

2.1 Introduction

2.2 Oil Price

23 Foreign Direct Investment (FDI) and Oil Price
24 Gross Domestic Product (GDP) and Oil Price

2.5 Inflation Rate and Oil Price

Page

4-6

7-8
8-10
10

10
10-11
11
11-12
12-13

13

14
14
14-15
15

15-16



