@

THE IMPACT OF MACROECONOMICS FACTORS
ON THE PERFORMANCE OF STOCK MARKET
(FBMKLCI)

NUR HADIRAH BINTI MOHD TAHIR
2013237542

BACHELOR OF BUSINESS ADMINISTRATION
(HONS) FINANCE
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
SEGAMAT, JOHOR.

JUNE 2016



ACKNOWLEDGEMENT

Foremost, I wish to count my blessings and thanked Allah S.W.T for providing me with the
mental and physical faculties as well as other positive attributes notably perseverance to
complete this challenging research paper. Special mention goes to my research advisor Sir
Abdul Razak bin Jambari for his guidance, supervision and support. His constructive
comments and suggestions greatly assist in the successful completion of this project paper. In
addition, special thanks to Sir Syamsyul Samsudin for his guidance and advice towards the

completion of this project paper.

Last but not least, I would like to extend my appreciation to each and every one of you who
have assisted in one way or another in order for me to complete this research paper. Sincere
thanks to all my friends and office colleagues for their understanding, kindness and moral
support during the testing time undertook to complete this assignment. Lastly, my deepest
gratitude to my beloved parents for their unwavering support, invaluable assistance and

sincere blessing.

Thank you.

iv



ABSTRACT

This research is to determine the relationship between stock market (F BMKLCI) and
macroeconomics variables. The estimation result of this study is showed that money supply
and interest rate have positive relationship with stock market. But, the consumer price index
and gross domestic product were shown negative relationship with stock price. The
objectives of this study to examine and investigates the relationship between two variables
which are dependent variable and independent variables. This aim of this research is to
examine the relationship between macroeconomic indicators such as Money supply (M2),
Consumer Price Index (CPI), Interest rate (IR) and Gross Domestic Product (GDP) and stock
market (FBMKLCI). From this study, there were four macroeconomics variables on stock
price (FBMKLCI). These macroeconomics variables namely money supply, consumer price
index, interest rate and gross domestic product. All these variables are called as independent
variables. The dependent variables are stock market Kuala Lumpur Composite Index
(FBMKLCI). This research is conduct to determine the relationship between stock market
(FBMKLCI) and macroeconomics variables from 2003 until 2014 by using quarterly basis.
This research use Multiple Regression to examine the relationship between stock market and
macroeconomics variables. The data will be analyses by using time-series data. This study

also use Eviews program as a tool to analyses all the data.
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1.1

CHAPTER 1

INTRODUCTION

Overview

This research is focus on the relationships which are Kuala Lumpur Composite
Index (FBMKLCI) and macroeconomic variables. There are selected
macroeconomics are chosen to estimate the performance of stock market such as
Money Supply (M2), Consumer Price Index (CPI), Interest rate (IR) and Gross

Domestic Product (GDP).

Background of study

Stock market is one of channel for the corporate sectors where can raise
capital for their business and investment activities. Stock inarket of Malaysia had
shown undergone changes in last two decades. In 1997, the stock price was drop
during financial crisis happens. Stock market is actually very significant with
economic growth. The stock return was become an issues in Malaysia’s stock

market in this new global economy.

This study is about to understand the interactions among macroeconomic

variables and stock price of KLCI. The changes in economic variables such as



