DECESEGEEY

UNIVERSITI

> TEKNOLOGI
<@ MARA

UNIVERSITI TEKNOLOGI MARA

THE RELATIONSHIP BETWEEN
TERM TO MATURITY
AND
VOLUME OF TRADE
TOWARDS
VOLATILITY OF
MALAYSIAN BOND MARKET

SYAHIDATUL HANI BINTI SAMSIJAN
2015418194

Final Year Project Paper submitted in fulfillment
of the requirements for the degree of
Bachelor of Business Administration
(Finance)

Faculty of Business and Management

June 2018

i



AUTHOR’S DECLARATION

I declare that the work in this final year project paper was carried out in accordance with
the regulations of Universiti Teknologi MARA. It is original and is the results of my
own work, unless otherwise indicated or acknowledged as referenced work. This thesis
has not been submitted to any other academic institution or non-academic institution for

any degree or qualification.

I, hereby, acknowledge that I have been supplied with the Academic Rules and
Regulations for Undergraduate, Universiti Teknologi MARA, regulating the conduct of

my study and research.

Name of Student : Syahidatul Hani Binti Samsijan

Student 1.D. No. : 2015418194

Programme : Bachelor of Business and Administration (Hons) Finance.
Faculty :  Business and Management

Thesis : The Relationship Between Term to Maturity and Volume

of Trade Towards Volatility of Malaysian Bond Market.

Signature of Student

Date : June 2018

i



ABSTRACT

The aim of this research is to determine the relationship between price, term to maturity
and volume of trade towards the volatility of Malaysian bond market. Government and
corporate bond which actively traded in the capital market is being analysed. The
independent variables are Bond Market in Malaysia. The independent variables for this
study are term to maturity and volume of trade. Volatility of Malaysia bond market is
the dependent variable and it is measure the condition of bond market before and after
the financial crisis that occur in Malaysia. The volatility of the bond market is measure
through the changes price of the bonds. This study used panel data as the method of
study where the data is collected using monthly data from 2005 until 2010. The data for
this study is obtained from mostly from AsianBonds Online and Eikon Thompson
Reuters Data Stream subscribe by UiTM. The data also analysed by using E — views to
explain the descriptive analysis, normality test, correlation analysis, multiple regression
analysis and test on assumption in order to interpret the significance of the relationship.
The expected results show there is no significant relationship between the price of bond
and term to maturity for government bond in Malaysia. However, the result is opposing
for the corporate bond. Corporate bond shows there is no significant relationship
between volume of trade and the volatility of bond market in Malaysia.

Keywords: Volatility of bond market in Malaysia, price of bond, term to maturity,
volume of trade

iii



ACKNOWLEDGEMENT

Alhamdulillah, thanks to ALLAH S.W.T, the Most Gracious and the Most Merciful for
giving me strength on successfully completing this project paper. All the praises and
thanks to Him for giving me the times, wills, guidance and strengths during the period
of this project.

This project paper will not successfully complete without cooperation from many
parties. 1 wish to express my sincere gratefulness and gratitude to Puan Rabiatul
Alawiyan Binti Zainal Abidin who act as my advisor. Special thanks dedicated to the
staff of Universiti Teknologi Mara, as well as my fellow classmates and friends for their
helps, concerns, morals and materials support.

I would like to grab this opportunity to express my deepest appreciation for those who
had contributed a great deal towards the completion of this project paper. I wish to
extend my appreciation to my family, especially to my parent for their moral support
in completion this project paper.

In conclusion, I am grateful to ALLAH S.W.T for his guidance and the continuous good
health and wealth which without His blessed I might have not complete this project paper.

iv



TABLE OF CONTENTS

Page
AUTHOR’S DECLARATION ii
ABSTRACT iii
ACKNOWLEDGEMENT iv
LIST OF TABLES vii
LIST OF FIGURES viii
LIST OF ABBREVIATIONS ix
CHAPTER ONE : INTRODUCTION 1
1.1 Introduction 1
1.2 Background of Study 2
1.3  Problem Statement 3
1.4 Research Questions S
1.5  Research Objectives 5
1.6 Significance of Study 5
1.7 Scope of Study. 6
1.8  Limitation of the study 7
1.9  Definition of key terms 7
1.10 Summary 9
CHAPTER TWO : LITERATURE REVIEW 10
2.1 Introduction. 10
2.2 Bonds Price 10
23 Term to Maturity 12
24 Volume of Trade 13
2.5 Theoretical Framework 13

2.6 Summary 14



