
UNIVERSITI TEKNOLOGI MARA

ANALYSIS OF MACROECONOMIC DETERMINANTS OF EXCHANGE 

RATE IN MALAYSIA

NUR SYAHIRAH BINTI FAIZAL

2016689706

Dissertation submitted in partial fulfilment of the requirement for the degree 

of Bachelor of Business Administration with Honours (Finance)

FACULTY OF BUSINESS AND MANAGEMENT

JANUARY 2019



; ACKNOWLEDGEMENT

Assalamualaikum w.b.t

First of ail, 1 am very grateful io Allah S.W.T for giving rne the strength, patience and 

opportunity to complete my research paper. I would like to express my deepest gratitude to 

my research supervisor of Universiti Teknologi Mara (UiTM), Encik Zaimi bin Mohamad and 

Puan Suhaily Maizan binti Abdul Manaf for the guidance and advice during the project work. 

Without his assistance, this project would have not been able io reach its rightful 

conclusions. Besides, a special note of appreciation goes to my family especially my 

parents for motivation and very patient during the process of completing this project paper. 

Last but not least, I would like to thank all my friends and those who gave me support during 

the completion of this project. Without ail the assistance and guidance, this project will not be 

complete.

iv



TABLE Or CONTENT

CONTENT PAGE

LETTER OF SUBMISSION ii

DECLARATION OF ORIGINAL WORK iii

ACKNOWLEDGEMENT iv

LIST OF TABLE viii

LIST OF FIGURE ix

LIST OF APPENDIX x

LIST OF ABBREVIATIONS xi

ABSTRACT xii

CHAPTER ONE: INTRODUCTION

1.1 History of Exchange Rate 1

1.2 Background 2

1.3 Problem Statement 3

1.4 Research Objectives 4

1.4.1 Specific Research Objectives 5

1.5 Research Question 5

1.6 Scope of Study 5

1.7 Significance of Study 6

1.8 Limitation of the Study 7

v



1.9 Operational Definitions

CHAPTER TWO: LITERATURE REVIEW

2.0 Introduction 10

2.1 Review of Literatures 10

CHAPTER THREE. RESEARCH METHODOLOGY

3.0 Introduction 13

3.1 Research Design 13

3.1.1 Function 14

3.1.2 Estimating Equation Model 14

3.2 Theoretical Framework 14

3.3 Hypothesis 16

3.4 Method of Data Collection 17

3.5 Data analysis 18

3.5.1 Descriptive Statistics 16

3.5.2 Correlation 18

3.5.3 Coefficient of Determination 18

3.5.4 T — Statistics 18

3.5.5 F - Statistics 19

3.5.6 Autocorrelation or Serial Correlation 19

3.5.7 Multicoliinearity 20

3.5.8 Heteroscedasticity 20

vi



ABSTRACT

The purpose of this study is to examine the analysis of macroeconomic determinants of 

exchange rate in Malaysia. The researcher had revised the independent variable and had 

chosen inflation (INF), gross domestic product (GDP), gross national saving (GNS) and 

current account balance (CAB) as an independent variables and dependent variables is 

exchange rate (ER). The researcher has achieved the main objective from the research of 

analysis of macroeconomic determinants of exchange rate in Malaysia. The objective is to 

identify whether infiation, gross domestic products, gross national saving and current 

account balance are significant or not significant in affecting exchange rate in Malaysia. The 

regression method is used time series data which include 38 years observation starting from 

1980 to 2017. The result show the inflation, gross domestic product and gross national 

saving 3 of 4 independent variables has significant relationship with exchange rate. In other 

hand, current account balance as independent variables has not significant relationship with 

exchange rate.

Keywords: exchange rate, inflation, gross domestic product, gross national saving, current 

account balance
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