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ABSTRACT

The research of the macroeconomic factors for stock market performance has been widely
documented for years. The purpose of the study is to analyze the influence of the macroeconomic
factors on Malaysia's Stock Market Performance between period January 2012 to December
2021 on monthly basis. The total that has been observed from this study is 10 years. This
research uses selected four independent variables which are Gross Domestic Product (GDP),
Inflation Rate, Interest Rate and Exchange Rate while the dependent variable is Kuala Lumpur
Composite Index (KLCI). In addition, this research is utilizing descriptive analysis, correlation
analysis, multicollinearity test and regression analysis to determine either the independent
variable is significant or insignificant towards KLCI. Research finding has shown that all
independent variable have significant relationship with Malaysia Stock Market Performance

(KLCI Index) thus the null hypothesis is rejected.

Keywords: Kuala Lumpur Composite Index (KLCI), Gross Domestic Product (GDP), Inflation Rate,
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CHAPTER 1: RESEARCH OVERVIEW

1.1 Introduction

This chapter will discuss background of study, problem statement, research questions and
research objectives. A significance and scope of study and its limitations. Also, the definition of

the key term and summary for this chapter.

1.2 Background of study

In general, the stock market is a place where buyers and sellers of shares in businesses may come
together. (Tan, Hui Wei et al. 2016) A country or a territory may have different stock exchanges
that permit the trading of stocks and other types of assets. The ability of a stock to increase or
decrease its shareholders' wealth is measured by its performance. Price fluctuations are
frequently used to forecast a product's effectiveness. Stocks do well when their price increases,
whereas a price decline indicates a poor performance. The unpredictable nature of stock market
returns has grown to be a hot issue in this new era of globalization in developing nations like

Malaysia. (Filipe Chauque, D. F., & AP Rayappan, P. 2018)

The relationship between stock market and economic activities is obvious regardless of its
causality direction. Different studies often choose different macroeconomic variables to analyze
the factors that influence the stock market. (Asst. Prof. Tuangporn Pinudom et al. 2021). The
study indicates that there is a relation between macroeconomic indicators and the stock market,
although the results and interpretations will change depending on the tests' experimental design

and method. Various results might occur. (Aditya Prasad Sahoo et al. 2020)

In this paper, it will focus on the Kuala Lumpur Composite Index (KLCI). KLCI was established
in 1986 as a standard for a stock market index that would offer a precise performance indicator
of both the Malaysian stock market and the nation's economy. (Mohamed Asmy Bin Mohd Thas
Thaker et al. 2010)



