THE IMPACT OF IN "f REST RATE, EXCHANGE RATE
NI TN < .

AND FOREIGN D % |
ON THE STOCK MARKET PERFORMANCE

EACHELOR OF BUSINESS ADMINISTRATION
WITH HONOURS (FINANCE)
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
SABAH |



ACKNOWLEDGEMENT

Without the assistance, cooperation and guidance of several parties, this research
project would not be achievable. I would like to take this opportunity to thank everyone
who have helped and guided us in completing this research project. First of all, I would
like to thank my advisor, En. Shamlie Salisi for his great care. patience, comments and
suggestions in guiding me in the process of preparing this thesis until it appeared as it
should be as well as my second examiner, Cik. Anastasiah Harbi and my research meth-
odology lecturer, Assoc. Prof. Dr. Imbarine Bujang for his efforts to provide early expo-
sure and teaching in making thesis. My thesis would not have been possible without their
helps until my thesis done with the title “The Impact of Interest Rate, Exchange Rate, and

Foreign Direct Investment on the Stock Market Performance™ could be completed well.

I would also like to thank my parents and my siblings as well. They were always
supporting me, encouraging me with their best wishes and stood by me through good and
throughout the process of preparing my thesis. Last but not least, I thank an organization,
UMS Investment Holdings Sdn.Bhd for giving me the opportunity to do my practical
training and it was such as great experience for me. Once again, thank you very much as

my thesis would not have been possible without their helps.

v



TABLE OF CONTENT

Topic Pages
Title of Research i
Declaration of Original Work ii
Letter of Submission iii
Acknowledgement iv
List of Figure viii
List of Table ix
List of Abbreviations X
Abstract xi
CHAPTER 1 INTRODUCTION 1
1.1  Introduction 1-3
1.2 Background of Study 3
1.2.1 Malaysia Stock Market 3-5
1.3  Problem Statement 5
1.3.1 Foreign Direct Investment 5
1.3.2 Exchange Rate 5
1.3.3 Interest Rate 6
1.4  Research Objective 7
1.5  Research Questions 8
1.6  Theoretical of Framework 8
1.7  Hypothesis of Research 9
1.8  Limitation of Study 10



CHAPTER 2 LITERATURE REVIEW 11

2.1 Introduction 11
2.2 Theoretical Review 11-18
2.3  Summary of Theoretical Review 19-20
CHAPTER 3 RESEARCH METHODOLOGY 21
3.1 Introduction 21
3.2 Research Design 21
3.3 Data Collection 22
3.4 Data Methodology 22
3.5 Data Processing 23
CHAPTER 4 FINDINGS 24
4.1 Introduction 24
4.2 Descriptive Statistic of Malaysia 24-25
4.3 Normality Data 26
4.4 Unit Root Test 27
4.4.1 Augmented Dicky-Fuller (ADF Test) 27
4.4.2 Phillips-Perron (PP Test) 28
4.5 Diagnostic Test 29
4.5.1 Breusch-Godfrey LM Test 29
4.5.2 White Test 30
4. 6 Variance Inflation Factors (VIF Test) 31
4.7 Regression Analysis 32-33

Vi



ABSTRACT

This study is to examine the factors that affecting the stock market performance in Ma-
laysia. The exchange rate, interest rate and foreign direct investment works as independ-
ent variable for this study. Secondary data has been used in this study collected from
DataStream by monthly basis starting from June 2010 until June 2013. The regression
analysis was conducted in this study in order to know the each of variables is have strong
positive or negative relationship. From the findings it show that on only foreign direct
investment is have a positive relationship to the stock price. Others show that negative
relationship towards the dependent variables. For the significant level result is shows that,

all the independent is mostly significant to the stock market performance.
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