
MACROECONOMIC VARIABLES TOWARD MALAYSIA STOCK

MARKET

NORASHIKIN BINTI LAJIS

2015140599

BACHELOR OF BUSINESS ADMINISTRATION (HONS).

FINANCE

FACULTY OF BUSINESS MANAGEMENT

UNIVERSITI TEKNOLOGI MARA

KAMPUS BANDARAYAMELAKA

JANUARY 2018



II

DECLARATION OF ORIGINAL WORK

BACHELOR OF BUSINESS ADMINTRATION (HONS.) FINANCE

FACULTY OF BUSINESS MANAGEMENT

UNIVERSITI TEKNOLOGI MARA

“DECLARATION OF ORIGINAL WORK”

I, Norashikin Binti Lajis, 

, Hereby declare that:

 This work has not previously been accepted in substance for any degree, locally

or overseas and is not being concurrently submitted for this degree or any other

degrees.

 This project-paper is the result of my independent work and investigation except

otherwise stated.

 All verbatim extracts have been distinguished by quotation marks and sources of

my information have been specifically acknowledged.

Signature:

Date:



IV

ACKNOWLEDGEMENT

First and foremost, we would like to express our deepest gratitude to our

supervisor, Mdm. Hazalinda Harun for her supports and efforts in overseeing our

research. We really appreciate her dedications and the faith that she gave for us

especially when we were facing difficulties during the progress. She had provided us

a clear direction and outline from the beginning until the end of our research project.

We are extremely grateful to her for becoming our supervisor.

Apart from that, we are thankful for the infrastructures and facilities provided by

Universiti Teknologi MARA (UiTM). Without those facilities, we are unable to

acquire the data, journal articles and information required in conducting our research.

Finally, we would like to thank friends, course mate and parents who always give

the biggest supports on the way of accomplishing this final year project. Their

dedications are gratefully acknowledged, with the sincere apologies to those I have

inadvertently failed to mention.



V

DECLARATION OF ORIGINAL WORK i

LETTER OF SUBMISSION ii

ACKNOWLEDGEMENT iii

TABLE OF CONTENTS iv

LIST OF FIGURE v

LIST OF TABLE v

ABSTRACT viii

Chapter 1: Research Overview

1.0 Research Background 1-5

1.0.1 Background of Kuala Lumpur Composite Index (KLCI)

1.1 Problem statement 6

1.2 Research Objective 7

1.3 Research Questions 7

1.4 Scope of the Study 8

1.5 Significance of Study 9

1.6 Limitation 10

1.7 Research structure
11

Chapter 2: Literature Review

2.0 Theory of Stock Return 12

2.1 Macroeconomic Variables 13-18

2.1.1 Kuala Lumpur Composite Index (KLCI)

2.1.2 Oil Price

2.1.3 Inflation Rate

2.1.4 Interest Rate

2.1.5 Exchange Rate

2.2 Theoretical Framework
19



IX

ABSTRACT

This research examines the effect of selective variables on the Malaysian stock

market performance from Q1 2008 to Q3 2017. From the 39 data observations, this

research applied several empirical tests to determine the impact of selective variables on

stock market performance.

Based on the result obtain, exchange rate,oil price and inflation are found to have

significant relationship with KLCI except for interest rate is insignificant. Inflation

and oil price has the positive relationship with Malaysian stock market performance,

while exchange rate and interest has the negative relationship with Malaysian stock

market performance. The most variable affecting the performance of KLCI is inflation

rate.

The Normality Jarque-Bera (JB) Test showed that the error terms are not normally

distributed and the model is insignificant at 10% significance level. Result from unit root

test indicated that all variables are stationary at first difference.


	MACROECONOMIC VARIABLES TOWARD MALAYSIA STOCKMARKET
	Submitted
	DECLARATION OF ORIGINAL WORK
	LETTER OF SUBMISSION
	ACKNOWLEDGEMENT
	LIST OF FIGURE
	ABSTRACT
	CHAPTER 1 RESEARCH OVERVIEW
	1.0 Research Background
	1.0.1 Background of Kuala Lumpur Composite Index (KLCI)

	1.1 Problem Statement
	1.2 Research Objectives
	1.3 Research Question
	1.4 Scope of Study
	1.5 Significant of study
	1.6 Limitations
	1.7 Research Structure

	CHAPTER 2 LITERATURE REVIEW
	2.0 Theory of Stock Return
	2.1 Macroeconomic Variables
	2.1.1 Kuala Lumpur Composite Index (KLCI)
	2.1.2 Oil Price
	2.1.3 Inflation Rate
	2.1.4 Interest Rate
	2.1.5 Exchange Rate

	2.2 Theoretical Framework

	CHAPTER 3 METHODOLOGY
	3.0 Data and Variables
	3.1 Classical Linear Regression Model
	3.1.1 Multiple Linear Regression

	3.2 Unit Root test
	3.2.1 Augmented Dickey Fuller test (ADF)
	3.2.2 Philips-Perron test (PP)

	3.3 Diagnostic Test
	3.3.1 Normality test
	3.3.2 Durbin Watson Statistic
	3.3.3 Breusch Godfrey test
	3.3.4 Heteroscedasticity
	3.3.5 Multicollinearity test

	3.4 Functional form
	3.5 Hypothesis statement
	3.5.1 Null hypothesis, H0
	3.5.2 Alternate hypothesis, H1

	3.6 Hypothesis testing
	3.7 T-test

	CHAPTER 4 DATA ANALYSIS
	4.0 Introduction
	4.1 Unit Root Test
	4.1.1 Augmented Dickey Fuller Test (ADF)
	4.1.2 Philips-Perron Test (PP)

	4.2 Normality Test
	4.2.1 Jarque Bera Test

	4.3 Descriptive Test
	4.4 Correlation Matrix
	4.5 Multicollinearity
	4.6 Multiple Linear Regression

	CHAPTER 5 CONCLUSION AND RECOMMENDATION
	5.0 Introduction
	5.1 Discussion of findings
	5.2 Recommendation
	5.3 Conclusion

	References
	Appendices



