l/“\l

G
! L-"ﬁfcm,s“-/ﬂ}v
UNIVERSITI TEKNOLOGI MARA

CAWANGAN KELANTAN

A STUDY ON THE CHANGES OF GDP, BOP AND FOREX THAT

EFFECTS FDI DURING RECESSION (1998 — 2004)

ADVISED BY:

PUAN AZIZAH ISA

PREPARED BY:
AZREEN BINTI ABDUL AZIZ

2002387415

BACHELOR BUSINESS ADMINISTRATION (HONS) FINANCE

FACULTY OF BUSINESS AND MANAGEMENT

MARA UNIVERSITY OF TECHNOLOGY

MARCH 2005



“ ASTUDY ON THE CHANGES OF GDP, BOP
AND FOREX THAT EFFECTS FDI DURING

RECESSION (1998 — 2004)”

AZREEN BINTI ABDUL AZIZ
2002387415

FACULTY BUSINESS ADMINISTRATION
BACHELOR BUSINESS ADMINISTRATION (HONS)
FINANCE

MARCH 2005



ACKNOWLEDGEMENT

“In the name of Allah, The Merciful, The Beneficent”

Glory to Allah S.W.T, the most gracious, the most merciful and peace is upon his

messenger Holy Prophet Muhammad S.W.A all the worship belongs to Allah only.
Without the grace and help of Allah S.W.T, it would be virtually impossible for me

to have the courage, endurance and spirit to complete this project paper.

Secondly. I would like to express my thanks to my advisor, Puan Azizah Isa for her
advises, comments, brilliant suggestion, knowledge and continuous supervision in
preparing this project paper. Her constructive comments and ideas and also advices

have been valuable in making this project paper a success.

Very special thanks to my beloved parents, Hj Abdul Aziz b Abdullah and Hjh.
Khatimi bt Ibrahim, who have been inspirational, supportive and encouragement
have given in completing this project paper. Lastly, my gratitude also goes to my
lecturers and friends for the inspirations and contributions either directly or

indirectly in making this project paper success.

May ALLAH the Almighty, Lord of the World, Bless you all.

Thank you.....

iii



TABLE OF CONTENTS

CONTENTS

DECLARATION OF ORIGINAL WORK
LETTER OF SUBMISSION
ACKNOLEDGEMENT

TABLE OF CONTENT

LIST OF ABBREVIATIONS

LIST OF FIGURE

LIST OF TABLES

LIST OF GRAPHS

ABSTRACT

CHAPTER 1:

INTRODUCTION

1.1 Background of the Study
1.1.1 Overview of FDI
1.1.2 Overview of GDP
1.1.3 Overview of BOP
1.1.4 Overview of FOREX

1.2 Problem Statement

iv

PAGES

ii
iii
v
viii

X

X1

xii



ABSTRACT

This paper is conducted to analyze the relationship of Foreign Direct
Investment (FDI) and economic variables which include Gross Domestic Product
(GDP), Balance of Payment and Foreign Exchange (FOREX) for the past 7 years
starting from 1998 to 2004 to refer as our economy to be under recession. These
variables have been chosen as the most affects factors on FDI. Thus, the researcher
would like to prove how far the changes of GDP, BOP and FOREX are affecting
FDI.

Overall, there is a significant relationship between GDP and FDI during
recession. However, there are the other economic variables like BOP and FOREX
are have no significant relationship with FDI during recession. Indeed, one of the
reasons that Mitchell and Burns (1938) suggested looking at many indicators was

that each measured a different feature of economic activity, which in turn can play

different roles in recessions.
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