
 
 

 

 

 

THE IMPACT ON FLUCTUATION OF 

MACROECONOMIC VARIABLES TOWARD 

ECONOMIC GROWTH IN MALAYSIA  

 

NURUL FARHANA BINTI ADNAN 

2015137039 

 

 

BACHELOR OF BUSINESS ADMINISTRATION  

HONS) (FINANCE) 

FACULTY OF BUSINESS MANAGEMENT  

UNIVERSITY TEKNOLOGI MARA  

MELAKA CITY CAMPUS 

 

JANUARY 2018 



iv 
 

ACKNOWLEDGMENTS 

In the name of Allah, the Most Compassionate, the Most Merciful 

Praise be to Allah the Al-Mighty for giving the strength and patience to complete this 

study within the period given. 

This wish to express sincere gratitude to my advisor, PM Rahimah Bte Shawkataly  and 

my second advisor Madam Azhana Binti Othman for her continuous encouragement, 

patience guidance and support us with a constant motivation and academic enthusiasm.  

Besides, I would like to take this opportunity to deliver our thankful to both my parents 

for their understanding, patience, support and guidance for us in order to complete this 

research. Next is to my friends who had helped from time to time during the research. 

The whole research really brought us together to appreciate the true value of friendship 

and respect of each other.  

Great deals appreciated go to the contribution of our faculty – Faculty of Business 

Management (Finance). We hope that all the information and data that we had gathered 

here will help to those people who like to study more on “The Impact on Fluctuation of 

Macroeconomic variable toward Economic Growth in Malaysia”. It would be a great 

honour to me if this research had been used as a reference on any other good cause. 

Finally, I would like to extend this appreciation that have directly and directly 

contributed invaluable assistance, cooperation and support in the completion of this 

research.  

 

  



v 
 

TABLE OF CONTENTS 

 

 

                                                                                             Page 

TITLE PAGE……………………………………………………………..i 

DECLARATION OF ORIGINAL WORK……………………...……….ii 

LETTER OF SUBMISSION……………………………………..……...iii 

ACKNOWLEDGEMENT…………………………………………….…iv 

TABLE OF CONTENTS………………………………………………...v 

LIST OF FIGURES……………………………………..……………....viii 

LIST OF TABLES…………………………………………………….…ix 

LIST OF ABREVIATIONS…………………………………………...…x 

ABSTRACT……………………………………………………………...xi 

    

  

 

CHAPTER 1       INTRODUCTION   

                            1.1 Background of Study……………………...…….…1 

                            1.2 Problem Statement……………………….…..........2 

                            1.3 Research Objective…....……………………..…....4 

                            1.4 Research Questions…………………..………........5 

                            1.5 Significance of the Study………………..………...5 

                            1.6 Scope of Study………………..…………………...6 

                            1.7 Definition of Term……………….......……….…...7 

                            1.8 Conclusion………..……………………...……..….9 

  

  



vi 
 

CHAPTER 2       LITERATURE REVIEW        

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

                            2.2 Literature Review………..……………….….……11 

                                   2.2.1 Economic Growth…………………….........11 

                                   2.2.2 Exchange Rate……………………………..12 

                                   2.2.3 Foreign Direct Investment…………………14 

                                  2.2.4 Inflation Rate……………………………….16 

                                  2.2.5 Interest Rate………………………………...19 

                            2.3 Conclusion………………………………………..20 

 

 

CHAPTER 3     METHODOLOGY 

                          3.1 Introduction………………………………….……..21 

                          3.2 Research Design……………………………………21 

                          3.3 Data Collection Method……………………………23 

                          3.4 Data Processing………………………………….....25 

                          3.5 Theoretical Framework…………………………….26 

                          3.6 Data Analysis………………………………………29 

                                3.6.1 Eviews……………………………………….29 

                                3.6.2 Multiple Linear Regression………………….30 

                                3.6.3 F-test Statistic………………………………..32 

                                3.6.4 T-test Statistic…………………………....…..33 

                                3.6.5 Diagnostic Checking………………………....35 

                          3.7 Conclusion…………………………………………41 

  



xi 
 

ABSTRACT 

This study examine the relationships between economic growth (GDP) and the 

exchange rate (EXC), foreign direct investment (FDI), inflation rate (INF) and interest 

rate (INT) from the year of 1985 to 2015 which is contain yearly data. This paper 

applies Ordinary Least Square methods in order to define the statistical relationship 

among the variables. Besides, there are steps involved in the research begin with 

ordinary least square methods and proceed with Descriptive Analysis, Diagnostic 

Checking, Unit Root Tests, Multiple Linear Regressions. 

In Diagnostic Checking, some test done to check the significant presents of 

multicollinearity, autocorrelation, heteroscedasticity, the normality of data distribution 

and model specification. The result show foreign direct investment and inflation rate 

have a positive relationship toward economic growth in Malaysia while interest rate 

and exchange rate is found to be negative relationship towards economic growth in 

Malaysia. 
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