
MACROECONOMIC FACTORS AFFECTING
HOUSEHOLD DEBT IN MALAYSIA

NOR AISHAH BINTI OMAR
2016668504

BACHELOR OF BUSINESS ADMINISTRATION 

WITH HONOURS (FINANCE)
FACULTY OF BUSINESS AND MANAGEMENT

UNIVERSITI TEKNOLOGI MARA CAWANGAN TERENGGANU

JANUARY 2019



TABLE OF CONTENT

CONTENT PAGE

DECLARATION OF ORIGINAL WORK......................................................................................... i

LETTER OF SUBMISSION.............................................................................................................. ii

LIST OF FIGURES............................................................................................................................vi

LIST OF TABLES..............................................................................................................................vii

ACKNOWLEDGEMENT..................................................................................................................viii

ABSTRACT......................................................................................................................................... ix

CHAPTER 1 : INTRODUCTION

1.1 Introduction........................................................................................................................ 1

1.2 Background of the Study................................................................................................. 2

1.3 Problem Statement........................................................................................................... 3

1.4 Research Question............................................................................................................5

1.4.1 Main Research Question....................................................................................... 5

1.4.2 Specific Research Question................................................................................. 5

1.5 Research Objective........................................................................................................... 5

1.6 Scope of the Study.............................................................................................................6

1.7 Significance of the Study...................................................................................................6

1.8 Limitation of the Study....................................................................................................... 7

1.8.1 Finding only in Malaysia........................................................................................ 7

1.8.2 Lack of data............................................................................................................. 7

1.8.3 Period of study........................................................................................................ 7

1.9 Operational Definition....................................................................................................... 8

1.9.1 Household debt.......................................................................................................8

1.9.2 Gross Domestic Product (GDP)...........................................................................8

1.9.3 Base Lending Rate (BLR).....................................................................................8

1.9.4 Consumer Price Index (CPI)................................................................................ 8

1.9.5 Unemployment Rate (UR)....................................................................................9

CHAPTER 2 : LITERATURE REVIEW

2.1 Introduction....................................................................................................................... 10

2.2 Literature Review.............................................................................................................. 10

2.2.1 Concept Household Debt.....................................................................................10

2.2.2 Gross Domestic Product (GDP).......................................................................... 11



2.2.3 Base Lending Rate (BLR).................................................................................. 12

2.2.4 Consumer Price Index (CPI)..............................................................................13

2.2.5 Unemployment Rate (UR)................................................................................. 14

CHAPTER 3 : METHODOLOGY

3.1 Introduction....................................................................................................................... 15

3.2 Research Method............................................................................................................15

3.2.1 Research Design................................................................................................ 15

3.3 Model................................................................................................................................. 16

3.4 Conceptual Framework................................................................................................... 17

3.5 Variable Description........................................................................................................ 18

3.5.1 Household debt.......................................................................................................18

3.5.2 Gross Domestic Product (GDP)........................................................................... 18

3.5.3 Base Lending Rate (BLR).....................................................................................18

3.5.4 Consumer Price Index (CPI)..................................................................................19

3.5.5 Unemployment Rate(UR).....................................................................................19

3.6 Expected Sign.............................................. 19

3.7 Hypothesis....................................................................................................................... 20

3.8 Data Collection Method................................................................................................. 21

3.9 Measure of Analysis........................................................................................................22

3.9.1 Descriptive Statistic...............................................................................................22

3.9.2 Pearson Correlation...............................................................................................22

3.9.3 Coefficient of Determination................................................................................ 23

3.9.4 T-Statistic............................................................................................................... 23

3.9.5 F-Statistic............................................................................................................... 23

3.9.6 Durbin Watson...................................................................................................... 24

CHAPTER 4 : FINDING AND RESULT ANALYSIS

4.1 Introduction.....................................................................................................................25

4.2 Descriptive Statistic........................................................................................................25

4.3 Pearson Correlation....................................................................................................... 27

4.4 Regression Model...........................................................................................................28

4.4.1 Coefficient of Determination...............................................................................30

4.4.2 T-Statistic............................................................................................................. 30

4.4.3 F-Statistic..............................................................................................................31

4.4.4 Durbin Watson.....................................................................................................32

4.5 Result Analysis.................................................................................................................33



ACKNOWLEDGEMENT

Bismilahirrahmanirrahim...

Alhamdulillah, all praises to Allah for the strengths and His blessing in completing this 

research.

First and foremost, I would like to express my deepest gratitude to Universiti Teknologi Mara 

(UiTM) for giving me opportunity to conduct this research. UiTM has been providing me 

adequate information and useful resources in completing this research project.

I would like to express the special thanks to my advisor, Puan Dr Noorhayati Binti Yusof Ali, 

who has overseen the progress of my research project for the entire time span. The guidance, 

patience and willingness to work with me really help me in managed it until the finishing line 

and I am greatly indebted to her for supervising me.

In the same way, I would also like to thank my second examiner, Puan Salwani Binti Affandi 

for her comments on my work before the final submission. Without her kind of advice and 

willingness to explain my weaknesses as well as pointing out certain details that I had 

carelessly overlooked.

Finally, I would also like to thanks to all my family especially my parents Omar Bin Hamzah 

and Nor Meri Binti Ibrahim for all the advices and prayer in completing this study. 

Unforgettable, to all friends and classmates fortheir unending idea and information sharing.

Thank You.

viii | P a g e



ABSTRACT

This study examines the factors affecting the performance of household debt in Malaysia with 

used macroeconomic indicator where is gross domestic product (GDP), interest rate (BLR), 

consumer price index (CPI) and unemployment rate (UR). This research employs quarterly 

times series data throughout the timeline 2009 Q3 to 2016 Q4 with total 30 data observations 

and all the variables is test by using the statistical software EViews 10 package. This study is 

used Ordinary Least Square (OLS) method to obtain the results. Meanwhile, the results 

revealed the gross domestic product and consumer price index have positive relationship on 

household debt. In addition, the interest rate and unemployment rate show negative 

relationship with household debt. The findings could provide some guidance to future 

researcher in monitoring the performance of household debt.

Keywords: Household Debt, Gross Domestic Product (GDP), interest rate (BLR), Consumer 

Price Index (CPI) and Unemployment rate (UR)


