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ABSTRACT S

The Impact of Interest Rate Changes on the Performance of Automobile Sector in

Malaysia.

The focus will be on the impact of interest rate changes on the performances of

automobile scctors and how they survive when facing the interest rate fluctuation over

the year in Malaysia.

L'he rate of interest is the key economic variable, which materially affects the purchasing
power of corporate and individual in Malaysia. A change in interest rate has an important
implication for the economic smooth running. Due to the fact that the changes in the

interest rate affect the customers’ reaction as well as business decisions.

The main challenge for those involving in the financial and business planning is to be
foreseeing the after effect of the interest rates changes in the country. Nevertheless, the
changes of interest rates in Malaysia can be quite political as Government (Bank Negara

Malaysia) does play a major role in determining the level of interest rates for the country.
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' THE IMPACT OF INTEREST RATE CIHANGES ON TIE
PERFORMANCE OF AUTOMOBILE SECTOR IN MALAYSIA

CHAPTER ONE

INTRODUCTION

1.1 Definitions

Interest rate 1s defined as the price that the borrower pays in order to be able to

consume resources now rather than at a point in time in the future.

Corresponding, it 1s therefore the price that a tender service to forgo current
consumption in order to take advantages of consumption of resource at some point in
the future. Like all prices in free market, interest rates are established by the
interaction of supply and demand; in context it is supply and demand of the future
claim on resources'. We may therefore, adopt as supply of and the demand for, future

claim on resource.

The impact of interest rate on the automobile company is usually measured by its
sales and profit making over the years, as well as from the liquidity ratio, profitability
ratio, and leverage ratio. However, the ratio have their limitation in determining the

real impact changes of interest rates with regard to perspective.
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