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ABSTRACT
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The objective of this study is to analyze the relationship between foreign direct
investment and economic variables. The economic factors in this study are Gross Domestic
Product, relative inflation rate, real exchange rate, relative lending rate, and export value.
Countries in this study comprise Malaysia, the Philippines and Thailand. This study utilizes
quarterly secondary data from 1998 to 2008. Furthermore, Johansen and Juselius’ Cointegration
method is employed to determine long-run equilibrium between the economic variables and
foreign direct investment in each country.

The results of Malaysia reveal that Gross Domestic Product, relative lending rate and real
exchange rate have negative relationship with foreign direct Investment. However, export value
and relative inflation rate have positive’ relationship with foreign direct investment.

The results of the Philippines reveal that Gross Domestic Product, real exchange rate and
export value have negative relationship with foreign direct Investment. However, relative lending

rate and relative inflation rate have positive relationship with foreign direct investment.
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The results of Thailand reveal that Gross Domestic Product, relative lending rate and
export value have negative relationship with foreign direct Investment. However, real exchange

rate and relative inflation rate have positive relationship with foreign direct investment.
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