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ABSTRACT

Economic growth can be considered among the most critical indicators in a country
which is revealed in many literatures or past studies. Thus, this research is done to
identify the factors that affect economic growth. That being the case, the matter in the
study is in regards to financial development and its effects towards economic growth.
Hence, the main purpose is to examine whether financial development does influence
the economic growth in Malaysia, where suitable factors for financial development are
being determined and chosen from the prior researches. Hence, this study is carried
out by using time series data in the context of Malaysia. The multiple linear regression
model is regressed using the Ordinary Least Square (OLS) for over 30 years of data
analysis. The sample data is collected from 1895 to 2014. The data to this study is
obtained from the source of World Bank Databank. The result is analysed through the
software of Eviews 8, including descriptive analysis, correlation analysis, multiple
regression analysis and tests on assumptions. Throughout this study, each independent
variable, which includes domestic credit to private sector, liquid liabilities, and stocks
traded, except for market capitalization, are resulted as positively significant variables
in determining the economic growth in Malaysia.
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CHAPTER ONE
INTRODUCTION

1.1  INTRODUCTION

In this chapter, it will be discussing the overview or background of study,
problem statement, research objective, research question, significant of study and the
scope of study. This study will be focusing on the effects of financial development

towards the economic growth in Malaysia.

In this study, the research will mainly deliberate about the dependent and
independent variables. Dependent variable in this study is the economic growth and
the independent variables involved are domestic credit to private sector, liquid

liabilities, market capitalization and stocks traded.

1.2 BACKGROUND OF STUDY

Due to recession looming and unemployment rising, economists and
politicians are trying to find ways and methods of stimulating economic growth. The
concept of economic growth is the one which has pulled in the intrigue and focus of
rescarcher around the world to have some analysis or observation towards it.
Economic growth is the basic target of all countries. The reality everyone can live
with a superior way of life than any time in recent memory is because of the surge in
their economic growth. The policy in every nation is meant to lessen the poverty and
increase the level on national income. Therefore, to accomplish the fundamental focus
of economic growth, governments may execute different sorts of approaches. As
indicated by Ayemere Lawrence, Moni, & Eikhomun (2014) in their study, it is stated
as an appealing goal to carry out means for expansion of economies in order to
upgrade the welfare of the citizenry. This explains why financial literature is repeated
with theories and researches exploring factors and determinants that are required by

economies to achieve viable advancement.



