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ABSTRACT 

The study was conducted to find out the significant relationship between 

macroeconomic variables with Kuala Lumpur Composite Index. The variables 

selected are economic growth, inflation, interest rate and exchange rate. For 

the interest rate, Base Lending Rate has been used as the indicator. 

Meanwhile, the exchange rate used is the Japanese currency (YEN). The 

method used for this study is the regression analysis. The result then has 

been interpret base on the correlation, coefficient correlation, Durbin-Watson, 

F-statistic and T-statistic. The data used for the study are collected for the 

period of fifteen year and using the monthly data from 1991 to 2005. Base on 

the result, it was conclude that the economic growth and exchange rate are 

not significant to the KLCI. However, there are significant relationship 

between inflation and interest rate to the KLCI. Inflation rate has a positive 

relationship, meanwhile interest rate has a negative relationship with KLCI. 
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THE EFFECT OF MACROECONOMIC VARIABLES TOWARD THE PERFORMANCE OF KLCI. 

CHAPTER 1 : INTRODUCTION 

1.0 History of Bursa Malaysia 

Malaysia begins with the security business with the established Singapore 

Stockbrokers' in 1930. It was re-registered as the Malayan Stockbrokers' 

Association in 1937. Then in 1960, the Malayan Stock Exchange was 

established and the public trading of shares commenced. The system of 

trading was linked with the rooms in Singapore and Malaysia with direct 

telephone line. 

In 1964, the Stock Exchange of Malaysia was established. With the secession 

of Singapore from Malaysia in 1965, the Stock Exchange of Malaysia became 

known as the Stock Exchange of Malaysia and Singapore. In 1973, currency 

interchangeability between Malaysia and Singapore ceased, and the Stock 

Exchange of Malaysia and Singapore was divided into the Kuala Lumpur 

Stock Exchange Berhad and the Stock Exchange of Singapore. The Kuala 

Lumpur Stock Exchange which was incorporated on December 14, 1976 as a 

company limited by guarantee, took over the operations of the Kuala Lumpur 

Stock Exchange Berhad in the same year. 

On April 14, 2004, Kuala Lumpur Stock Exchange was changed its name to 

Bursa Malaysia Berhad, the purpose of which was to enhance the competitive 

position and to respond to global trends in the exchange sector by making it 

more customer-driven and market-oriented. Bursa Malaysia was then focused 
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