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EXECUTIVE SUMMARY

This report was compiled to fulfil the requirement for Bachelor of Business Administration
(Honors) in Finance. | recently finished a 6-month internship with the Employee Provision Fund
(EPF) in Kuala Kangsar, which lasted for a total of 24 weeks. The organization is located at No.
8B, Tingkat Bawah, Jalan Raja Chulan, 33000 Kuala Kangsar, Perak. The entire time | spent
working at the company was highly valuable for me because the skills | acquired will undoubtedly

assist me in finding a better job once | complete my studies.

The purpose of this report is to provide a summary of all the tasks and assignments that |
was responsible for. | was given a position in the Service Department, which proved to be quite
advantageous for me because it enabled me to gain access to new knowledge and helped me
enhance my financial capabilities as well as my investment strategies for the future. My profession
has helped me acquire a comprehensive knowledge of investments and have a thorough
understanding of the concept of saving money, as well as improve my ability to communicate
effectively with others. The top management also gave me invaluable professional experience by
imparting some of their expertise in the field and facilitating a training session, in which | learned
more about the employee pension fund (EPF). Because | have a supervisor who is encouraging
and kind to me, as well as coworkers who are pleasant, my internship has been an overall
rewarding experience for me. It is a pleasure for me to suggest EPF Kuala Kangsar as a possible

destination for an internship.
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2.0 COMPANY BACKGROUND

2.1 Name, Location and Background

The Employees Provident Fund (EPF), which has been founded since 1951, is one of the
oldest and the largest pension plans in the entire globe. Its mission is to fulfil its role as a
social security agency in Malaysia, with the primary objective of providing retirement

benefits to pensionable employees working in the private sector.

Back then in 1952, the EPF had a comparatively small membership of slightly more
than 500,000 members. As of today, the Employees Provident Fund (EPF) manages the
accounts of more than 14 million members, with total contributions attempting to reach

RMB800 billion and total assets under management moving closer to one trillion ringgit.

The Employees Provident Fund (EPF) has, over the course of its history,
demonstrated and established itself as an entity that it is responsible and an efficient
custodian of the retirement savings of its members. Besides providing some measure of
financial security to the majority of Malaysians or their beneficiaries, EPF has played an
important role in Malaysian society. As well as providing security in times of retirement,
death, disability and medical care, it also allows members to put money away for a down

payment on a home and save for higher education.

2.2 Vision, Mission, and Objective

2.2.1 Vision

Helping members achieve a better future.
2.2.2 Mission

Safeguard members' savings and deliver excellent services.
2.2.3 Objective

The EPF is committed to helping members achieve a better future through
continuous improvements in safeguarding members’ savings and delivering

excellent services.



2.3 Organizational Chart
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Figure 1: Organizational Chart



2.4 Product and Services

EPF is committed to helping its members prepare for a comfortable retirement by
increasing the value of their retirement savings and expanding the range of products and
services available to them. Contributions can be made on a voluntary basis by people who
are among the employees, own their own businesses, or are self-employed. In the

following paragraphs, | describe the specifics of mandatory and voluntary contributions.

The EPF's Voluntary Contribution with Retirement Incentive (i-Saraan) program
enables members who are self-employed and do not receive a regular income to
voluntarily contribute to their retirement and receive an additional contribution from the
government. In addition to the members’ own contributions, the government will contribute
15% of the total amount up to a maximum of RM250 per year as a member under this
incentive. In addition, housewives in Malaysia can now participate in EPF contributions by
opting into the program via the EPF's new special incentive offered through the Kasih Suri
Keluarga Malaysia KWSP program. Kasih Suri Keluarga Malaysia KWSP is designed to
ensure the well-being of Malaysian housewives and recognize members' contributions to
their families and the nation's development; it receives an RM480 annual government

contribution in addition to other benefits.

A Member Protection Plan policy can be purchased through the i-Lindung self-
service platform, which is accessible via the i-Akaun (Member) platform. Insurance and
Takaful Operators (ITOs) that had been approved by the EPF before they could advertise
their products to EPF members. This is to provide members with protection coverage
options during difficult times or unfortunate events. The other available EPF services are
withdrawal for individuals at the age of 50,55, and 60, withdrawal for education, health,
and house-purchase purposes. Others include contributions involving employment, in
which an employee’s contribution will consist of a 13% contribution from the employer and
11% from the employee in question. Also, employer or employee, or both, may choose to

contribute more than the stipulated which is called Voluntary Excess (VE).



3.0 TRAINNING REFLECTION

My internship at Employee Provision Fund (EPF) Kuala Kangsar commenced on the 28th of
August 2022 and will continue until 10th of February 2023 with a total duration of 16 weeks.
The task assigned by the Service Department was supervised by Mr. Shamsul Anuar bin
Wabhid. In this section of the company, | have the opportunity to educate myself about EPF's
offered products and services. The individuals who are responsible for managing this area of
work must be well-versed in the many potential types of questions that EPF members may
have, as well as the appropriate ways to react to them. The EPF staff as well as interns have
been trained to treat each member with respect and courtesy. When providing a service to an
EPF member, staff can consult using EPF Magics manual for tips and tricks. In addition, | am
able to take care of a variety of essential business, such as making withdrawals, registering,
or making contributions. All personnel must be familiar with all aspects of EPF members'
accounts and be able to efficiently process requests for withdrawals, registrations, and

contributions.

On the other hand, the initiative that was outsourced are managed by the staff who
work at the branch as well as the mobile team that is supported by the Contribution
Department's Ipoh Branch. Mobile Team members can provide supportto EPF members even
if they are unable to be physically present at the EPF office or at the request of any other
agency or organization. When mobile employees are present in each area, most of the
members attend for a registration account, nomination and make a contribution for the scheme
that had been registered. | was able to enroll in the outsourcing program for i-Saraan, e-Kasih,
and also i-Lindung as a result of many excellent products and services the organization offers
towards people in varying ages. ‘Program Majlis Ramah Mesra Bersama Keluarga Felda
Lasah’, launched on the 18th of November 2022, was one of the outsource programs that |
had the opportunity to participate in. It was a wonderful occasion for me to improve my
communication skills and encourage others to begin contributing to the Employees' Provident
Fund, and further my skills on explaining the benefits of the Employees' Provident Fund to

people who are considering joining the fund.

In addition to this, there is a program for Corporate Social Responsibility (CSR) that
took place at Zoo Taiping for a single day with the assistance of employees from the EPF
Taiping Branch. Collaboration between the staff, the protégé, and the intern helps all the

employees feel appreciated and accepted, and it accelerates the rate at which they may make



significant contributions to the program. Aside from that, | was responsible for doing Operation
Management Section (SPO) the task which involved checking and updating the stock as well
as documenting stock in and stock out transactions. Every single transaction in relation to the
stock needs to be recorded, and it also needs to match up with the system. Last but certainly
not least, handling the documentation that is associated with the procedure of withdrawing,
which includes scanning the listing and filing it in accordance with the Electronic Management
System (EDMS), is the initial step of the process. After receiving permission from the leading
department, the documentation will be sent to the headquarters for further review and

authorization.
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4.0 RESEARCH REPORT

This research attempted to study the relationship between interest rates and inflation in
Malaysia. The study begins by reviewing the previous empirical work related to the

relationship between Inflation and Interest Rates.

4.1 Literature Review

In order to comply with prior research, measures that are relevant to both the dependent
and independent variables were taken from that study. Following are explanations of the

dependent and independent variables discussed throughout this paper.
4.1.1 Interest Rates

The Fisher effect is used as a framework test to determine whether the Fisher
effect holds in the United States, and they find evidence in favor of approximately constant
real interest rates, as implied by the Fisher hypothesis (Amaefula, 2016). Additionally,
increased inflation uncertainty causes the nominal interest rate to increase (Berument,
1999). The researcher comes to the conclusion that the Federal Reserve raises nominal
interest rates during periods of low inflation and lowers them during periods of high

inflation.

Interest rate and inflation rate were the two macroeconomic variables studied using
cross spectral analysis to determine the effects of the 1997 Asian Financial Crisis (Ma &
Park, 2005). The authors found that inflation rate was the leading variable and interest
rate was the lagging indicator in the run-up to the financial crisis. Thus, interest rates are
ineffective as a means of limiting inflation. Nonetheless, in 1997's crisis, when interest

rates were higher than inflation, the causality was reversed.

4.1.2 Oil Price

In theory, the price of crude oil influences inflation positively. This is because olil is
a vital part of nearly every economy, and a rise in its price would almost certainly result in
an increase in the cost of consumer goods. The price of oil has a major effect on inflation
during the first time period but has less of an effect during the second time period Hooker,

2000). The study's author provides empirical proof of the evolving relationship among oil

11



prices and inflation in the United States from 1962 to 2000. Statistics reveal a pause at

the conclusion of 1980.

Moreover, while changes in oil prices are crucial for understanding inflation in the
short run, their effects on inflation are much more complicated and depend on the initial
shock eventually (Jacquinot et al., 2009). A number of studies have looked into the
correlation between oil prices and inflation in the euro zone, with a particular emphasis on

the short- and medium-term effects.

4.1.3 Wages

Real wages that rise will result in higher labor costs per unit of output, which will
raise price levels and lead to inflation. This trend toward higher prices is known as cost-
push inflation. Additionally, when everything else is equal, lower productivity decreases

the total supply and increases prices (Ram 1984).

Furthermore, wage inflation had a significant effect on price inflation, even when
import good prices were taken into account as part of a model that took into account the
effect of external factors on the rate of domestic wages through the labor and goods
markets, and price movement was defined and estimated from power Irish data (Geary &
McCarthy, 1976)

4.1.4 Unemployment

According to the Phillips curve, there is an inverse relationship between
unemployment and inflation. Both rising inflation and falling unemployment rates tend to
go hand in hand with one another. Inflation and unemployment may not be related in the
long run, and perhaps not even in the short run, when expectations of consumers and

workers are taken into account when analyzing the Phillips curve.

The rate of inflation was impacted negatively by the prevalence of unemployment.
Phillips regularity was tested by examining the relationship between unemployment and
inflation in the European Union (EU) between 1998 and 2007, and the results showed a

negative simple linear correlation coefficient (Popovic, 2009).

12



4.2 Research Methodology

This study utilizes quantitative method. Researchers use secondary data for this research.
In order to collect data for this investigation, this strategy will make use of many sources,
including public libraries, resource rooms, websites, and a variety of other locations that
hold written or non-written resources. For instance, the results of the prior article were
achieved by using the website provided by Emerald, which assisted the researcher in
acquiring information. This study will provide information regarding inflation as well as

factors that might influenced the study to be carried out.

Following the range of a study, the secondary data are consulted to carry out the
variable analysis. The data from the World Bank has been utilized in the collection of
statistical data from the year 1980 to 2021 (42 years). All the information that was sought
after and gathered by using the library technique, as was described, and studied, is
currently being analyzed to achieve the optimal outcome. Microsoft Excel is the most
effective tool for compiling data in a consistent format for all the variables that were used
in the study. In order to do the analysis, a software known as EViews was utilized as it has

the capability of finding the relationship between dependent and independent variables.

The Consumer Price Index is being used as a proxy of inflation as a dependent
variable in this investigation. Meanwhile, the variables that make up the dependent
variables are known as independent variables. The real interest rate, oil price, wages, and
unemployment are the four factors that make up the independent variables. These factors
were chosen based on their significance as key contributors to inflation in other nations.
Figure 2 shows the proposed research framework of this study, and Table 1 provides an

overview of the data collected for this research.
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Inflation

(Consumer Price Index)

Interest Rates

Oil Price
(Oil Rent)

Wages

Unemployment

Dependent Variable Independent Variable

Figure 2: Proposed Research Framework

(Real Interest Rates)

(Gross Domestic Income)

Variables Proxy Symbol
Inflation Consumer Price Index CPI
Interest Rates Real Interest Rate REALINT
Oil Price Oil Rent OIL
Wages Gross Domestic Income WAGES

Unemployment UNEMP

Unemployment

Table 1: Variables and Symbol
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Inflation theory and literature will guide the development of a model that describes the
dependent variables, which will then be used to evaluate hypotheses about the
relationship between inflation and interest rates. All inflation proxies are estimated using

a specification model, which is presented below:

INF; = ,80 + BlreaIRt + ,BzO”_t + ﬁ3WAGEt + ,84UNEMPt + ﬁ5COVt + Mt

Where,
INF = Inflation
realR = Real Interest Rate
OIL = Qil price
WAGE = Wages
UNEMP = Unemployment
Cov = Covid19

15



CPI OIL REALINT UNEMP WAGES
Mean 81.49601 5.073398 4.596646 3.408810 11.71357
Median 81.08966 4.656081 4.372289 3.395000 11.72333
Maximum  123.0545 12.28221 22.95688 8.290000 12.15490
Minimum 41.40943 0.000000 -3.903382 0.000000 11.20714
Std. Dev. 25.11218 2.574747 4.827297 1.934696 0.307122

Table 2: Descriptive Analysis

Among a set of numbers, the mean represents the average or most typical value. The
median, the midpoint of an ordered list of numbers, can provide more insight into the data

than the mean. Meanwhile, maxima and minima of a function are its highest and lowest

possible values, respectively, relative to a given set of ranges.

CPI OIL REALINT UNEMP WAGES
CPI 1.000000 -0.679615 -0.471430 -0.216966 0.989322
OlIL -0.679615 1.000000 0.138049 0.121938 -0.678540
REALINT  -0.471430 0.138049 1.000000 0.373409 -0.516160
UNEMP -0.216966 0.121938 0.373409 1.000000 -0.258938
WAGES 0.989322 -0.678540 -0.516160 -0.258938 1.000000

Table 3: Correlation Test

The results of the correlation test for the dependent and independent variables are
presented in Table 3. Result shows that Wages are strongly correlated with Inflation (98%)
Meanwhile, for QOil Price (68%) and Real Interest Rate (47%) shows moderate correlation
towards Inflation. However, Unemployment and CPI had poor correlation in influencing
Inflation (21%).
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4.3 Regression Analysis

Variable Coefficient Std. Error Z-Statistic Prob.
C -894 8722 36.02280 -24.84183 0.0000
REALINT 0.255759 0.144907 1.764981 0.0776
OIlL 0228872 0.313164 0.7308358 0.4649
WAGES 8299957 2945039 28.18284 0.0000
LUMEMP 0.420194 0.302704 1.388135 0.1651
COVT 7.554512 2727885 2. 769366 0.0056

Robust Statistics

R-squared 0.875673 Adjusted R-squared 0.858406
Rw-squared 0.986539 Adjust Rw-squared 0986539
Akaike info criterion 359.24574 Schwarz criterion B3.25735
Deviance 3502302 Scale 3.370354
Rn-squared statistic 2112.349 Prob(Rn-squared stat.)  0.000000

Mon-robust Statistics

Mean dependent var 81.49601 S.D. dependent var 2511218
5.E. of regression 3.267744  Sum squared resid 384 4135

Table 4: Regression Analysis

INF = Bo + BarealR; + B2OIL; + BsWAGE; + BsUNEMP; + BsCOV; +

INF = -849.87 + 0.26realR; + 0.230IL; + 82.99WAGE; + 0.42UNEMP: + 7.55COV;

S.E (36.02) (0.14) (0.31) (2.95) (0.30) (2.73)

Prob. (0.00)  (0.08) (0.46) (0.00) 0.17) (0.01)

17



4.4 Findings

The obijective of this research is to analyze the relationship between interest rates and
inflation in Malaysia. The study utilizes Malaysian data ranging from 1980 to 2021 (42

years). The results of this analysis are as follows.

Table 2 shows the descriptive analysis for the Malaysia data. Inflation as a dependent
variable was measured whether it has a relation with Oil Price, Real Interest Rate, Wages
and Unemployed Rate as its determinants. The result shows the largest mean for the
variable which are Wages by 12% and Oil by 5%. The minimum value indicated Real
Interest Rate which is -3.9 and its maximum value is Inflation by 123. Besides, the
standard deviation is the Inflation having a figure of 25%, as the highest percentage

compared to other variables.

Next, Table 3 shows the result for correlation analysis between Inflation and another
four independent variables. The result indicates that Wages are strongly correlated with
Inflation which by 98%. Meanwhile, for Oil Price and Real Interest Rates shows a
moderate correlation towards Inflation which by 68% and 47%. However, Unemployment

and Inflation resulted poor correlation in influencing Inflation which by 21%

According to the information shown in Table 4, using Robust Least Square Method,
Real Interest Rate, Wages and Covid-19 are significantly affecting inflation. The result
indicates that Real Interest Rate shows a positive relationship with Inflation. Therefore, an
increase in Real Interest Rate will increase Inflation in Malaysia by 1.76%. Furthermore,
an increase in Wages will cause Inflation to increase by 28%. Last but not least, Covid-19
has positive relationship with Inflation. Hence, when Covid-19 occurs, inflation also

increases because of the increase in cost of living.
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5.0 DISCUSSION AND RECOMMENDATION

5.1 DISCUSSION

Briefly, the purpose of this research is to study the relationship between Interest Rates
and Inflation in Malaysia. The duration indicated for this research study is ideal since the
findings are consistent with those of earlier researchers; nevertheless, the findings would
have been even more compelling if the data had been collected throughout the course of
the previous 42 years. The findings of the analysis demonstrate that the purpose of this
research was successfully accomplished, which is confirmed by the examination of the

relevant prior research.

According to Asgharpur et al (2002), Interest Rate is then main factor to the
Inflation. Inflation and interest rates frequently move in tandem. Banks raise interest rates
during periods of rising inflation to get consumers to cut back on spending and put more
money away. Theoretically, this could lead to lower prices by dampening consumer
spending. People are able to spend more money and banking institutions can maintain
lower interest rates when inflation is low around the target level of 2% as there is less

upward pressure on prices.

Wage inflation had a significant effect on price inflation, yet after importing good
prices are carried into consideration (Geary & McCarthy, 1976). Consumers have more
purchasing power when there is more money available, which raises the demand for
goods. Inflation will then be caused by an increase in the demand for goods. In order to
pay higher wages, businesses will raise the price of their products, which in turn will raise
the cost of goods across the board. As the cost of goods and services rises and employers
pay higher wages, other market-wide factors, such as wage growth, are less beneficial to
employees because the cost of goods and services in the market has also increased. In
order to cover the rising cost of living, workers will eventually need another wage increase
if prices continue to rise. To a large extent, inflation can be attributed to the rate of wage

and price increases, as well as to their impact on the market as a whole.
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5.2 RECOMMENDATION

Several suggestions for reducing the inflation in Malaysia can be gleaned from this study.
Firstly, Interest rates could be perceived as an important monetary policy tool that affects
inflation in Malaysia. If the policymaker wants to control Inflation in future, they can choose
Interest Rate since it takes time to effect economy. Thus, interest rates and inflation tend
to move in the same direction but with lags. Monetary policy is a powerful tool that can be
used to influence interest rates and, in turn, the economy. The central bank can use
monetary policy to lower interest rates, which can encourage borrowing and spending,
and increase economic growth. On the other hand, if the central bank raises interest rates,

it can help control inflation and stabilize the economy.

Besides, labor market policies can also be used to control inflation. One example
of this is increasing the minimum wage. When the minimum wage is increased, it can lead
to higher wages for low-income workers, which in turn can lead to higher consumer
spending. This can stimulate economic growth and lead to higher inflation. However,
increasing the minimum wage can also lead to higher unemployment, so policymakers
must carefully consider the potential trade-offs. Another way labor market policies can be
used to control inflation is by strengthening worker protections. When workers have more
bargaining power, they can negotiate for higher wages, which can lead to higher consumer
spending and higher inflation. However, stronger worker protections can also lead to

higher labor costs for businesses, which can lead to higher prices and higher inflation.
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6.0 CONCLUSION

In conclusion, despite the duration of the training practical being only 16 weeks, | was able
to increase both my skill set and knowledge while working as an intern. The students received
16 weeks of industrial training via Employees Provident Fund (EPF), whereby they would
receive additional experience and learnt a variety of skills relevant to the workplace. The
students are given the opportunity to put their newly acquired theories into practice by doing
data analysis and system operations in a real-world setting during the internship. The trainee
also participated in several office activities, including the construction of a training system, the
maintenance of a file system and the recording of data, and an outsource program, all of which
served to train the trainee with the atmosphere of a genuine workplace. In addition, the trainee
obtained knowledge and experience in the areas of time management, interactions between
employees and customers, appropriate workplace conduct, and communication skills. It must
be noted that the trainee will use this experience in the future to attain even greater success.
This experience proved to be beneficial, and it enables the trainer to proceed with other

endeavors without feeling intimidated by the difficulties that lie ahead.

The objective of this research was to study the relationship between interest rates and
inflation in Malaysia. The finding of the study shows that real interest rate, wages and the
COVID-19 pandemic are statically significant in influencing inflation in Malaysia. Interest rates,
which are the cost of borrowing money, can be used as a tool to control inflation. Generally,
a low interest rate environment can lead to higher inflation, as it encourages borrowing and
spending, which can lead to an increase in demand and prices. On the other hand, a high
interest rate environment can lead to lower inflation, as it discourages borrowing and
spending, which can lead to a decrease in demand and prices. However, there are many other
factors that can affect inflation, such as changes in the cost of goods and services, changes

in the money supply, and changes in economic activity.
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APPENDICES

a) OUTREACH : PROGRAM MAJLIS RAMAH MESRA BERSAMA KELUARGA
FELDA

LASAH FOR I-SURI AND I-SARAAN (18 NOVEMBER 2022)




b) HOUSE VISIT : ATTENDING A VISIT FOR HOUSE INSPECTION FOR
HOUSING WITHDRAWAL (13 OCTOBER 2022)




c) CSRPROGRAM : CORPORATE SOCIAL RESPONSIBILITY AT ZOO TAIPING,
PERAK (01 OCTOBER 2022)




d) TRAINING : TALK WITH EN YUSOFF (EMPLOYEE INSPECTOR) FROM
TAIPING’S BRANCH FOR NEW SYSTEM
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