FACTORS AFFECTING THE EXCHANGE RATE IN MALAYSIA

SYAHIRAH BINTI YUSRI KAMARUZAMAN
2015181969

BACHELOR OF BUSINESS ADMINISTRATION (HONS) FINANCE
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
MELAKA

DECEMBER 2017



ACKNOWLEDGEMENT

In the name of Allah, Most Gracious, Most Merciful

It is by the will of God that | am able to complete this project paper within the
specified period of time. This project would not be able to be completed without His
Mercifulness since truly, | am a flawed being that is nothing without the help of god and

the commitment from myself.

Firstly, | would like to express my gratitude to my advisor Prof. Madya Rahimah
Shawkataly, for her continuous encouragement, valuable suggestions, guidance and
endless support with kindness, sympathy and academic enthusiasm. Her forceful
comments and meticulous directions are a constant source of inspiration to my research

that has immensely improved the quality of this project paper.

I would also like to take this opportunity to deliver my highest gratitude to my
supportive and helpful family and friend. Without them, it would be difficult for me to

complete this project paper.

Not to forget, a highest appreciation to my second examiner, Madam Azhana binti

Othman for paneling my thesis presentation.

| hope that all of the information and data | have gathered will be helpful to anyone who
will be accessing it regarding “FACTORS THAT AFFECTING EXCHANGE RATE IN
MALAYSIA”. It would be an honor to us if it used as a reference or for any other good

cause.



ABSTRACT

This study attempts to investigate the relationship between exchange rate and the
independent variables, which are, inflation, government expenditure, foreign direct
investment and export trade in Malaysia. Secondary data was sourced within the period
1986 to 2016, which was collected from the World Bank Dara. On the other hand, the
technique implemented to estimate the model was Autoregressive Distributed Lag
(ARDL). The results showed that the determinant factors of exchange rate through
government expenditure and export trade are capable of influencing the exchange rate
and negatively related and statistically significant to the exchange rate. However, the
result showed insignificant impact and negative correlation between inflation and foreign
direct investment, and exchange rate. Although this study experienced few limitations,

thence the recommendations have been suggested to the future researchers.

Keywords: Exchange rate, inflation, government expenditure, foreign direct investment,

export trade
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