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ABSTRACT 

The study focuses on the relationship between me exchange rate (MYR/USO, 

MYR/SGD and MYR/E) with the Malaysia outflow foreign direct investment. The main 

purposes of this study Is to identify whether the independent van‘abIe. the exchange rate 

has a significant relationship with Malaysia outward foreign dired investment or not. The 

volatility of Malaysia outward foreign direct investmem from 1991 to 2006 has shown an 

unstable panem which inconsistently appreciated and sometimes depreciated. The 

secondary data collected for ‘his study consists of Malaysia outward foreign direct 

investment starting from the 1" quarter of 1991 to the 3’“ quarter of 2006. Meanwhile, the 

data for exchange rate is collected in monthly basis from year 1991 m 2006. However in 

order to standardize the data, it has been presented on quarterly basis. This study uses 

simple linear regression model to the data. Based on the analysis from simple linear 

regression, only MYR/USD and MYR/SGD have significant relationship which represents 

the Malaysia outward foreign direct investment, Meanwhile, UKI£ shows no significam 

rela‘ionship towards Malaysia outward foreign direct investment.
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1 INTRODUCTION AND BACKGROUND OF THE STUDY 

1. 1 INTRODUCTION 

FDI stands for Foreign Direct Investment is a component of a country‘s national financial 

account. FDI is the investment of foreign asse‘ into domestic structure, equipment and 

organizakion. It does not include foreign investment into the stock market. FDI is thought 

to be more useful to a country than invesimem in the equity of its company because 

equity Investments are potentially ho‘ money which is durable and generally useful 

whether things go well or otherwise. FDI occurs when a firm inves‘s directly in facilities 

to produce and market a product in a foreign country. 

FDI occurs when a firm undertakes an investment in an overseas enterprise, in 

which the foreign investor has both a lasting inves‘mem and substantial control. FDI 

implies that me investor exens a considerable degree of influence on the management 

of the oversea enterprise. 

Outflow: of FDI in the reporting economy comprise capital provided (ehher 

directly or through o‘her related enterprises) by a company resident in the economy 

(foreign direct investor) to an enterpn'se resident in another country (FDI enterprise). 

It is difficuft to imagine Malaysia's economic development without the 

contribution of Foreign Direct Investment (FDI). Malaysia has been considered as one 

of the favorites of FDI in Asia. Since the 1990s, however, Malaysia has not only been 

able to maintain its inward FDI posmcn, but has also emerged as a potent iorce as far as 

outward FDI is concerned, especially to other developing Asian economies. Malaysian 

Industrial Development Amharity (MIDA) has been playing an important role in helping 

companies in their quests for partners or projects abroad.
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