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Given the heightened volatility in the financial market due to global 
economic developments, a study on exchange rate behaviour becomes 
crucial for the economic stability and achievement of macroeconomic 
objectives.  There have been claims that fixed exchange rate regime is 
more prone to overvaluation and responsible for devastating currency 
crises.  However, empirical studies on exchange rate behaviour do not 
seem to have established whether currency misalignment and the regime 
choice are the ones potentially responsible.  This study thus examines 
the behaviour of exchange rates and its management given the unique 
experience in Malaysia during the 1997 financial crisis.  Firstly, its 
objective is to measure real exchange rate misalignment (RERMIS) 
upon estimation of its equilibrium level.  Secondly, this study tests the 
Fixed Exchange Rate Regime-Misalignment (FERRM) hypothesis in 
establishing whether the pegged regime contributed to the worsening 
of misalignment.  The third objective looks into the exchange market 
pressure (EMP) and its associated intervention.  It answers the question 
of “deliberateness” with regard to exchange rate management policy, 
specifically whether it is a resulting behaviour of deliberate action 
or merely due to the market forces.  The fourth brings in the lead-lag 
relationship between Thailand and Malaysia to revisit the contagion 
issue based on a more advanced methodology, the wavelet.  The first part 
that addresses the first two objectives employs the ARDL-UECM and 
Pesaran’s Bounds test.  A model of the long run equilibrium real exchange 
rate (ERER) based upon macroeconomic fundamentals is employed to 
calculate RERMIS.  It calculates the ERER and examines whether the real 
exchange rate departs from its estimated equilibrium.  The second part 
addressing the third objective employs an EMP methodology advocated 

by Eichengreen, Rose and Wyplosz, and Jeisman.  EMP and the degree 
of intervention (DI) indices are computed with the objective to assess 
the presence of intervention.  Finally, the third part addressing the fourth 
objective applies wavelet tools to examine the presence of contagion and 
its associated duration.  Findings suggest that the peg regime exhibited 
misalignment that did not worsen when compared to the period under 
floating.  Thus rejecting the FERRM hypothesis that the misalignment 
worsens under peg.  It concludes that the cost of switching policy regime 
is not detrimental to an economy, suggesting a sustainable peg.  Work on 
the intervention indices unfolds the presence of consistent intervention 
suggesting “deliberateness” of exchange rate policy.  Intervention is 
deemed commendable as long as it results in the tracking of ERER.  The 
third part provides support to the establishment of contagion.  There 
were evidences to suggest that the duration of contagion effects may 
have persisted up to two months before it is entirely abated.  The lead-
lag analysis concludes that Thailand’s currency market leads Malaysia.  
This study provides significance to the literature, both in terms of 
the sustainability of fixed regime and “deliberateness” of exchange 
rate management (ERM) in Malaysia.  Contagion work contributes in 
terms of the identification of a duration benchmark for other studies.  
Methodologically, the wavelet analysis may contribute as an alternative 
to research on currency market contagion.  Another contribution is 
manifested by virtue of it being one of the pioneering compilations 
of report examining exchange rate behaviour across regimes from the 
three major perspectives and its policy implication to enhance ASEAN 
exchange rate policy harmonization agenda.  
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Takaful (Islamic Insurance) was introduced in Malaysia to provide 
a better alternative for Muslims. As Muslims are known to be very 
concerned with religious obligation, family Takaful, thus, should be 
the life insurance coverage of choice. However, despite the obligation 
of having family Takaful and Muslim is the predominant religion in 
Malaysia, the penetration rate of family Takaful in 2013 was only 14 
percent as compared to conventional life insurance of 55 percent. It is 
therefore essential to investigate the factors causing or inhibiting the low 
penetration rate. Past studies have shown that switching costs are among 
the contemporary issues in explaining consumer behaviour. The effect of 
switching costs, however, has never been tested in the area of Takaful. 
The objective of this study is therefore to empirically test the relationship 
between switching costs and behavioural intention of the Malay 
professional conventional policyholders, leading to advancing a Takaful 
Participation Readiness Model (TPRM). The theory of planned behaviour 
(TPB) forms the basis in developing the Takaful Participation Readiness 
(TPRM). The investigation begins with a qualitative method. The result 
of the qualitative study was then used as inputs to the constructs in this 

study which are knowledge, religiosity, materialism and switching 
costs. In this study the religious commitment and Takaful knowledge 
are hypothesised as positively related whereas materialism iss 
hypothesised as negatively related. As this study is a quantitative study, 
self-administered questionnaires were distributed to the respondents 
who met the criteria set by the researcher. This study employs 
exploratory factor analysis (EFA), confirmatory factor analysis (CFA) 
and structural equation modelling Amos Graphic. The results of this 
study contribute to Takaful industry by providing an empirical evidence 
of the relationships between religiosity, knowledge, materialism and 
switching costs towards Takaful participation readiness. The findings 
indicate that participation readiness is significantly influenced by 
knowledge and switching costs particularly relational costs, uncertainty 
costs and set-up costs. Although literatures showed that materialism 
and religiosity do influence behavioural intention, this study however, 
proved otherwise. For future research, this study should cover not only 
the professionals in Wilayah Perseketuan and Selangor but to all cities 
in Malaysia including Sabah and Sarawak.




