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ABSTRACT 

 

The term "Gross Domestic Product," or GDP, refers to the total monetary worth of all finished 

products and services produced (and marketed) inside a nation within a certain period (typically 

1 year). The most often used indicator of economic activity is the GDP. Predicting Malaysia's 

economic progress has proven difficult because of the GDP's tendency to change. The exact 

metrics of a country's economic development are still up for discussion and are influenced by 

a variety of other economic factors. As a result, studies on the topic of GDP forecasting are 

increasingly often conducted by scholars. The main aim for this study is to find the best model 

either Box Jenkins Method or Solow Growth Method and use the best model to forecast next 

Malaysia’s economic growth. For this study, different data set were used for each method. It is 

because each method using different set of attributes. The objective is to assess how well the 

Box Jenkins and Solow Growth models perform at predicting GDP as an indication of 

economic growth and to recommend the optimal time series model for doing so in Malaysia. 

At last, for Box Jenkins, we obtain that ARIMA(2,2,0) is the best model among those two 

model. The forecasting phases for those models are based on the error measurements, Mean 

Square Error (MSE) and Mean Absolute Percentage Error (MAPE). 

 



 4 

Table of Contents 

ACKNOWLEDGEMENTS ....................................................................................................... 2 

ABSTRACT ............................................................................................................................... 3 

LIST OF FIGURES ................................................................................................................... 6 

LIST OF TABLES ..................................................................................................................... 7 

LIST OF ABBREVIATION ...................................................................................................... 8 

CHAPTER 1: INTRODUCTION .............................................................................................. 9 

1.0 INTRODUCTION ............................................................................................................... 9 

1.1 BACKGROUND OF THE STUDY .................................................................................... 9 

1.2 PROBLEM STATEMENT ................................................................................................ 11 

1.3 OBJECTIVES .................................................................................................................... 11 

1.4 SCOPE AND LIMITATIONS ........................................................................................... 12 

1.5 SIGNIFICANT OF STUDY .............................................................................................. 12 

CHAPTER 2: LITERATURE REVIEW ................................................................................. 13 

2.0 INTRODUCTION ............................................................................................................. 13 

2.1 FORECASTING MALAYSIA’S ECONOMICS GROWTH ........................................... 13 

2.2 MATHEMATICAL AND STATISTICAL MODELS USED IN FORECASTING 

ECONOMICS GROWTH ....................................................................................................... 16 

2.2.1 BOX-JENKIN MODEL...................................................................................... 17 

2.2.2 SOLOW GROWTH MODEL............................................................................. 19 

CHAPTER 3: METHODOLOGY & IMPLEMENTATION .................................................. 20 

3.0 INTRODUCTION ............................................................................................................. 20 

3.1 DATA COLLECTION ...................................................................................................... 21 

3.2 ECONOMIC GROWTH MODELS .................................................................................. 21 

3.2.1 BOX-JENKINS MODEL ................................................................................... 21 

3.2.2 SOLOW MODEL ............................................................................................... 24 

3.3 ERROR MEASUREMENT ............................................................................................... 27 

3.3.1 MEAN SQUARE ERROR (MSE) ..................................................................... 28 

3.3.2 MEAN ABSOLUTE PERCENTAGE ERROR (MAPE) ................................... 28 

CHAPTER 4: RESULTS AND DISCUSSION ....................................................................... 29 

4.0 INTRODUCTION ............................................................................................................. 29 

4.1 ARIMA MODEL DETERMINATION ............................................................................. 29 



 5 

4.1.1 MODEL FINALIZATION ................................................................................. 29 

4.1.2 MODEL FINAL IDENTIFICATION................................................................. 33 

4.2 SOLOW GROWTH MODEL DETERMINATION ......................................................... 35 

4.2.1 MODEL FINALIZATION ................................................................................. 35 

4.3 FORECASTING PHASES ................................................................................................ 36 

CHAPTER 5: CONCLUSION AND RECOMMENDATION ............................................... 38 

REFERENCES ........................................................................................................................ 39 

APPENDIX .............................................................................................................................. 41 

 


	ABSTRACT
	TABLE OF CONTENTS
	CHAPTER 1
	CHAPTER 2
	CHAPTER 3
	CHAPTER 4
	CHAPTER 5
	REFERENCES



