
FACTORS AFFECTING EXCHANGE RATE IN MALAYSIA

DECLARATION OF ORIGINAL WORK

BACHELOR OF BUSINESS ADMINISTRATION 
WITH HONOURS (FINANCE) 

FACULTY OF BUSINESS MANAGEMENT 
UNIVERSITI TEKNOLOGI MARA (TERENGGANU)

I, HASRIEDA BINTI AB RAHMAN, (I/C Number:

Hereby declare that:

• This work has not previously been accepted in substance for any degree, any locally or 
overseas, and is not being concurrently submitted for this degree or any other degrees.

• The project paper is the result of our independent work and investigation, except where 
otherwise stated.

• All verbatim extracts have been distinguished by quotation marks and sources of my 
information have been specifically acknowledged.

Signature : Date: ________

ii | P a g e



FACTORS AFFECTING EXCHANGE RATE IN MALAYSIA

TABLE OF CONTENT

CONTENT
LETTER OF SUBMISSION.................................................................................. i
DECLERATION OF ORIGINAL WORK............................................................ ii
ACKNOWLEGDEMENT...................................................................................... iii
ABSTRACT.............................................................................................................. iv

CHAPTER ONE : INTRODUCTION
1.0 Introduction of Study..................................................................................... 1
1.1 Background of Study...................................................................................... 3
1.2 Problem Statement.......................................................................................... 4
1.3 Research Question.......................................................................................... 5
1.4 Research Objectives........................................................................................ 6
1.5 Significant of Study........................................................................................ 6
1.6 Scope of Study................................................................................................. 7
1.7 Limitation of Study 7
1.8 Operational Definition

1.8.1 Gross Domestic Product (GDP).............................................................. 8
1.8.2 Import......................................................................................................... 8
1.8.3 Export......................................................................................................... 9
1.8.4 Inflation...................................................................................................... 9
1.8.5 Foreign Direct Investment (FDI)............................................................ 9

CHAPTER TWO : LITERATURE REVIEW
2.0 Introduction..................................................................................................... 10
2.1 Gross Domestic Product (GDP).................................................................... 10
2.2 Import and Export........................................................................................... 11
2.3 Inflation............................................................................................................ 12
2.4 Foreign Direct Investment (FDI).................................................................. 13

CHAPTER THR EE: RESEARCH METHODOLOGY
3.0 Introduction...................................................................................................... 15
3.1 Method of Data Collection............................................................................. 15
3.2 Theoretical Framework

3.2.1 Function..................................................................................................... 15
3.2.2 Model......................................................................................................... 16
3.2.3 Conceptual Framework...........................................   17



FACTORS AFFECTING EXCHANGE RATE IN MALAYSIA

3.3 Hypothesis...................................................................................................... 18
3.4 Measure of Analysis 

3.4.1 Descriptive Statistics.............................................................................. 20
3.4.2 Regression Analysis................................................................................... 20
3.4.3 T-Statistics.................................................................................................. 20
3.4.4 F-Statistics.................................................................................................. 20
3.4.5 Correlation Analysis.................................................................................. 21
3.4.6 The Normality Test.................................................................................... 21
3.4.7 Serial Correlation Test............................................................................... 21
3.4,8 Multicollinearility...................................................................................... 22

CHAPTER FOU R: DATA ANALYSIS AND INTERPRE HON 
4.0 Introduction  23
4.1 Descriptive Analysis....................................................................................... 23
4.2 Normality Test................................................................................................ 24
4.3 Correlation Analysis....................................................................................... 25
4.4 Regression Analysis........................................................................................ 26

CHAPTER FIV E: CONCLUSION AND RECOMMENDATION 
5.0 Conclusion  28
5.1 Recommendation............................................................................................... 29

REFERENCES...................................................................................................... 30
APPENDICES....................................................................................................... 33



FACTORS AFFECTING EXCHANGE RATE IN MALAYSIA

ACKNOWLEDGEMENT

It is great pleasure for me to undertake this paper project. I feel highly doing the project 

entitled - “FACTORS AFFECTING EXCHANGE RATE IN MALAYSA”

Firstly, I would like to express my special thanks of gratitude to my both advisor which is 

MADAM ZURAIDA BINTI MOHAMAD and MADAM ROHAYATI BINTI JUSOH for 

their kind support and guidance to successfully complete my paper project. This project paper 

would not have completed without their enormous help and worthy experience. Whenever I was 

in need, they were there behind me. I really thankful to them.

Secondly, I would like also to thank my parents who always give a support for me to 

finishing this project paper within the limited time. And also, my friends and classmates, who 

always sharing their ideas and opinions with me.

I am making this paper project not only for marks but to also increase my knowledge and 

I hope that this paper project will give a benefit in the future.

Ill | ci g £



FACTORS AFFECTING EXCHANGE RATE IN MALAYSIA

ABSTRACT

This research paper examines the factors affecting exchange rate in Malaysia by using gross 

domestic product, import, export, inflation and foreign direct investment as selected variables. 

As for 38 number of observation which is from 1980 to 2017, this research applied time series 

analysis method and Ordinary Least Square (OLS) analyze the data and determine of the 

affecting of selective variables towards exchange rate. The result from this research indicates that 

GDP (MYR), import, inflation are positively significant with the exchange rate. Meanwhile, for 

GDP (USD) and export are negatively significant with the exchange rate. For FDI, the result 

shows that there is negatively insignificant between FDI and the exchange rate.


