BUDGET AND STOCK MARKET

A STUDY ON THE BUDGET ANNOUNCEMENT AND ITS EFFECTS
ON THE INDUSTRIAL SECTOR OF KUALA LUMPUR STOCK
EXCHANGE

PREPARED BY:
ABDUL HADA BIN ZULKAFLI
+ 95021552

e N

ADVISOR: -
DATIN HJH. NARU AINI BT. ABDUL RAHMAN

A dissertation Submitted to Institut Teknologi MARA in partial

fulfillment for Bachelor In Business Administration
BBA (Hons) Finance

MAY 1997




ACKNOWLEDGMENT

Praise to ALLAH Almighty for his consent to make it happen. .

[ wish to express my gratitude to my respectable advisor, Datin Hajjah Naru Aini
Abdul Rahman for her guidance, understanding, encouragement and advice in the
preparation of this project paper.

I'am also gratefully acknowledge the assistance of the following individuals who
have contributed on providing information and spending their precious time in
completing this project paper. '

1.Ahmad Faez Khairuddin
Chief Analyst,
SJ Securities Sdn. Bhd.

2.Md Yuzree Mhd Yusoff
Investment Analyst
Mobhaiyani Research Sdn. Bhd.
Mohaiyani Securities Sdn. Bhd.

3.Anuar Haniff
Investment Analyst
Mayban Securities Research
Mayban Securities Sdn. Bhd.

Thanks also due to all librarians of Kuala Lumpur Stock Exchange, PTAR 2 ITM
and National Library for their kindness assistance.

My deepest appreciation for my parents and family members for their continuous
encouragement, understanding and support. I am indebted to all my friends and
colleagues for their comments and criticisms.

As a final word, my special thanks to everyone who has directly or indirectly
contributed their time and effort towards the successfulness of this paper.



ABSTRACT

This study attempts to explore the impact of changes in our annual budget with
particular on industrial sector of Kuala Lumpur Stock Exchange.Five companies
that meet the sampling requirements were included in the sample of seven
years period (1991-1997)

The stock performance is based on daily price of selected industrial counters,
daily industrial volume and daily industrial index (30 days before and 30 days
after the budget announcement).The budget variable is represented by corporate

tax, income tax and EPF .

Using the regression and correlation analysis, an alternate hypothesis is
developed.The hypothesis states that price, volume and index are dependent on
those budget variables.Computed by a statistical package, SPSS, the coefticient of
correlation , coefficient of determination and t-statistic test are used to quantify

the relationship.

The empirical evidences from this study reveal that not all of the selected
variables give the same direction result. It is concluded that the price of those
industrial counters, industrial volume and industrial index are generally
dependent on corporate tax, income tax and EPF in insignificant level.lt is also
indicated the the influence of market performance is not only based on changes

of budget measures.
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