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ABSTRACT

This paper examines relationship between Southeast Asia currencies exchange rates and
Malaysia Ringgit. For that purpose, the currencies exchange rate of Vietnam Dong, Indonesia
Rupiah and Thailand Baht have been chosen to be analyzed against Malaysia Ringgit. Single
Linear Regression and Multiple Linear Regression model is applied to ascertain the significance
relationship between Malaysia currency exchange rate and the Southeast Asia currencies
exchange rates. Between this two models, Mulitiple Linear Regression Model is the best fitted as
model selection in this study. The result shows that there are positive relationships between

Southeast Asia currencies exchange rates and Malaysia currency exchange rate.
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CHAPTER 1
INTRODUCTION

1.0 Background of Study

The development of Malaysia is always been spoken as a nation’s economic achievement and
goals. It’s also known as a political platform and rallying point (Lee, 2013). Malaysia is in
the stage of steady growth in economy by robust the domestic demand and improving the
exports (Aziz, 2013).

Malaysia are actively involved in foreign investors from time to time to expand its economy
growth, With the engagement with foreign sector from the time of its independence in 1957
left little choice regarding the type of exchange rate regime it would adopt. In developed
country fixed exchange rate is important for one reason because exchange rate stability
establishes confidence in the minds of domestic import/export business and foreign investors.
This is because a fixed exchange rate is preferable in a country with an internationally
oriented developing economy. The factor that make export-oriented development strategy is a

predictable exchange rate.

During currency crisis in 1997-1998 in South East Asian forced many economies in the
region to shift away from dollar-pegged regime to more flexible exchange rate regimes. The
year 1997 was the ended of pegged exchange rate regimes in Asia. In Asia, Thailand has
become the first country to break its official parity on July 2, 1997. A few days afier
Thailand, Malaysia country which represent by Bank Negara Malaysia has resigned
intervening to smooth the fluctuation of Ringgit and float the Ringgit currency. During the
crisis the value of these Asian currencies had become nearly halved because the foreign

exchange market become so much volatile (Verschoor & Muller, 2007).

The first Asian country get impact from Asian crisis are Thailand in July 1997 and then
spilled to the other ASEAN countries (Indonesia, Malaysia and Singapore) and later its

spreads to Korea and even crossing the continent to Russia and Brazil. Malaysia take this



