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ABSTRACT

When the government values constructive the inflow on the foreign direct
investment as one of the effort in the growth and development of the economy in
Malaysia. Foreign direct investment brings benefits towards the country in terms of new
job creation, stellar growth in economy, as well as driving valuable technology and
skills transfer. This paper aims to identify the equilibrium relationship between the
inflows of foreign direct investment and their determinants which is the broad money
supply, consumer price index, exchange rate, gross domestic product and trade
openness. The study would test on the unconditional error correction approach, the
regression analysis and the stationary test. Annual data covers from 1975 to 2017. The
observation found out reject the null hypothesis of no co-integration between the series.
The result show that broad money supply, exchange rates, gross domestics’ product and

trade openness have a positive impact towards the inflows of foreign direct investment.



ACKNOWLEDGEMENT

Firstly, I wish to thank Allah for giving me the opportunity to embark on my project
paper on degree level and for completing this long and challenging journey successfully.

My appreciation, gratitude and thanks go to my final year project paper advisor, sir
Basaruddin shah Bin Basri for their assistance, guidance and patience upon my studies
by helping me out on contributing ideas, materials and lecture related. Their guidance
and patiance was very meaningful during this challenges journey.

Special thanks to my colleagues, friends for helping me with this project and continues
support from my family who had encourages me during the whole internship and project
paper period.

Finally, this thesis is dedicated to the loving and helpful everyone whom involved
weather it is directly or indirectly complete this project paper.

Alhamdulilah. Thank you.



TABLE OF CONTENTS

Page
AUTHOR’S DECLARATION
ABSTRACT
ACKNOWLEDGEMENT
CHAPTER ONE INTRODUCTION 10
1.1 Introduction 10
1.2 Problem Statement 11
1.3 Research Question 12
1.4 Research Objective 12
1.5 Significant of the study 13
1.6 Scope of study 14
1.7 Limitation of Study 14
1.8 Definition of Key Terms 15
1.9 Summary 16
CHAPTER TWO LITERATURE REVIEW 17
2.1 Introduction 17
2.2 Literature review 17
23 Research Framework 23
2.4 Summary 24
CHAPTER THREE RESEARCH METHODOLOGY 25
3.1 Introduction 25
3.2 Data Collection 25
3.3 Research Design 26
34 Purpose of study 26
3.5 Study setting 26
3.6 Time horizon 27
3.7 Hypotheses Statement 27



