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ABSTRACT

The objective of this paper aims to study the relationship among direct investment from
Japan and economic variables of ASEAN-5, namely Thailand, Malaysia, the Philippines,
Indonesia and Singapore. The variables of this study include Japan’s direct investment, the GDP
ratio of ASEAN-5 against Japan, exchange rate of ASEAN-5, consumer price index of ASEAN-5,
real loan interest rate of ASEAN-5, real loan interest rate in Japan and manufacturing export
value of ASEAN-5 during 1966 to 2010.

The results of Panel Unit Root Test revealed that all variables were stationary at I (0). As a
result, the Ordinary Least Square (OLS) is appropriate to estimate the parameter of those
variables. The result shows growth rate of the GDP ratio of ASEAN-5 against Japan, growth rate
of exchange rate and growth rate of manufacture export value have significantly positive
relationship with Japan’s direct investment. In contrast, growth rate of consumer price index and
growth rate of Japan’s real loan interest rate have significantly negative relationship with Japan’s

direct investment.



Therefore, the policymakers of the central bank should implement monetary policy to
maintain the stability of exchange rate and inflation rate. Also, the government policymakers
should implement fiscal policy to boost their industrial exports and economic growth in order to

induce more direct investment from Japan.



