
 

 

 

THE DETERMINANTS OF 
 FOREIGN DIRECT INVESTMENT IN MALAYSIA 

 
 
 
 

MUHAMMAD FAHMIE BIN MD YATEM 
2014891968 

 
 

 
 

BACHELOR OF BUSINESS ADMINISTRATION 
WITH HONOURS (BUSINESS ECONOMIC) 
FACULTY OF BUSINESS MANAGEMENT 

UNIVERSITI TEKNOLOGI MARA 
KOTA BHARU  

 

 

 

JULY 2016 

 
 



iii 
 

 

LETTER OF TRANSMITTAL 

Muhammad Fahmie Bin Md Yatem 

Bachelor of Business Administration (Hons) Business Economic 

Faculty of Business and Management 

Universiti Teknologi Mara, Wisma KUB 

Jalan Sultan Ibrahim. 15050 Kota Bharu, Kelantan. 

 

July 2016 

 

The Head of Program 

Bachelor of Business Administration (Hons) Business Economic 

Faculty of Business Management 

Universiti Teknologi Mara 

Kampus Kota Bharu 

 

Dear Madam/Sir, 

SUBMISSION OF PROJECT PAPER (ECO 663) 

 

Attached is the project paper title “THE DETERMINANTS OF FOREIGN DIRECT 

INVESTMENT IN MALAYSIA” to fulfill the requirement as needed by the Faculty of 

Business Management, Universiti Teknologi Teknologi MARA Kota Bharu, Kelantan. 

Thank you. 

Yours sincerely, 

 

                                , 

MUHAMMAD FAHMIE BIN MD YATEM 

2014891968 



iv 
 

ACKNOWLEDGEMENT 

“In The Name of Allah The Almighty, The Merciful and The Beneficent” 

Glory to Allah S.W.T. most gracious, most merciful and peace upon his messenger holy 

prophet Muhammad S.A.W. all the worship belong to only Allah. I seek refuge to Allah 

from the wickedness within and from the evil deeds. I also praised to Allah S.W.T. for 

giving me courage, time, strength and knowledge to complete this research properly. 

I would like to take the opportunity to express my sincere gratitude and appreciation to 

all the people who have helped to overcome every problem i have encountered in the 

process of completing my thesis. 

I wish to express my gratitude to my researcher advisor, En.Naseer Bin Abdul Majid for 

his guidance, encouragement, patience and detailed editing. And also thanks to my 

second advisor Miss Nik Suriati for the support.  Alhamdulillah, with the submission of 

the project paper, I have fulfilled the requirement for the Bachelor in Business 

Administration (Hons) Business Economic.  

Special gratitude to my beloved family who has encourages and gives support to me 

from the beginning until end of this study.  Thank you for their endless support, prayers, 

encouragement and moral support. I sincerely wish that they are proud of me. 

Finally, I would also want to give my deepest thanks to all my friends, who have always, 

be my side for the support and help.  Special thanks also to all peoples who have 

directly or indirectly helping me in completing in this thesis. Once again to all of the 

above, I would like to thank you and may Allah S.W.T. bless everybody. 

 

 



v 
 

TABLE OF CONTENTS 

        Page 

TITLE PAGE          i 

DECLARATION OF ORIGINAL WORK      ii  

LETTER OF TRANSMITTAL        iii 

ACKNOWLEDGEMENT        iv 

TABLE OF CONTENT        v 

LIST OF FIGURES         viii 

LIST OF TABLES         xi  

ABSTRACT          x 

 

TOPIC ONE: INTRODUCTION 

1.1 Introduction of Study        1 

1.2 Problem Statement        3 

1.3 Research Objectives        5 

1.4 Theoretical Framework        6  

1.5 Research Hypothesis        7  

1.6 Significance of Study        8 

1.7 Definition of Term         9 

1.8 Limitation of Study         10 

 

CHAPTER 2: LITERATURE REVIEW 

2.0 Overview of Literature Review       12 

2.1 Dependent Variable        12 

 2.1.1 Foreign Direct Investment      12  

2.2 Independent Variable        14 



x 
 

ABSTRACT 

 

This research will focus on factor influences foreign direct investment inflow in Malaysia. 

The objective of this research is to examine the relationship between exchange rate, 

infrastructure, market size, inflation and foreign direct investment inflow in Malaysia.  

This research paper is based on the yearly data from 1986-2015. The variables involved 

in this study are foreign direct investment inflow in Malaysia, exchange rate, 

infrastructure, market size and inflation.  The data tested on coefficient of correlation, 

coefficient of determination, t-statistic, f-Statistic, Durbin Watson and multicollinearity.  

Based on findings, some of the independent variables are found to be significant and 

some are not significant. In short, market size and inflation has significant relationship 

towards foreign direct investment inflow. However official real effective exchange rate 

and infrastructure is not significant towards foreign direct investment inflow. 

Keywords: foreign direct investment (FDI), exchange rate, infrastructure, market size 

and inflation 

 


