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Abstract:
The aim of this article is to investigate the dynamic links between exchange rates

volatilities and Islamic stock market returns fluctuations, by adopts a GARCH model. The
data consists of daily closing prices of Dow Jones Islamic Market Indices in local currency
and exchange rates for five emerging countries from March 2013 to March 2019. Islamic
stock markets returns sensitivities are found to be stronger for exchange rates, implying that
exchange rate changes plays an important role in determining the dynamics of the Islamic
stock markets returns.
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the ; cthe Phillips—Perron (PP) test c<Augmented Dicky—Fuller (ADF) test
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G:tcd\ 238 PlA e Wl el Kwiatkowski—Phillips—Schmidt—Shin (KPSS) test
de biae e Gl Capall leads agad) Slend Clise o JS Ll Judldl
D8l OV dray agaY) Blsad Slse e ol b I gl (S ALY gl s
o il Judlull oda 4ies %] Aggine gise N byiae il Copall bl

AN ey J< Aty ellyg T 281 a0l s e el

(2) dsa>
Basgll ia Laod)
ADF t-tests PP t-tests KPSS t-tests
Country Constant constant constant constant constant constant
and trend and trend and trend
Kuwait
Die -1.376 -1.044 -1.531 -1.272 1.344 0.938
Tie -34.806° -34.8277 -35287 -35256 021277 0.0827
Fx,, -1.517 -0.873 -1.542 -1.002 2.859 0.853
N 4240377 4243177 4211777 -42.14577 03307 0.1347
Turkey
Dis -0.525 -2.354 -0.564 -2.399 3.719 0.868
Tie 3946177 -39.469"7 -39.460° -39.469"  0.12177  0.034
Fx,, 0.211 -1.759 -0.173 -2.245 4216 0.573
E 25796 2579077 -35.477 -35.466°  0.048"  0.037
India
Die -1.486 -2.512 -1.461 -2.382 4.286 0.512
Tie 3530077 -35.3267 -35.1607 -35.166 0216 0.056
Fx,, -2.555 -2.963 -2.542 -3.038 3.262 0.288
N -19.07177 -19.1067" -38.2007 -38.2137  0.15277  0.065
China
Dis -0.935 -1.806 -0.935 -1.804 2.653 0.547
Tie -37.93277 -37.923"7 379327 -37.923°7  0.082°  0.063
Fx,, -0.959 -1.455 -1.067 -1.666 3.289 0.348
E -36.4197  -36.407 -36.652° -36.6417  0.10377  0.100"
Die -3.247 -3.538 -3.057 -3.326 0.743 0.395
Tie -35.664  -35.666° -35.570" -35.573°  0.077  0.0497
Fx,, -1.501 -0.934 -1.511 -1.103 3.449 0.804
N 36.08177 -36.1057 -36.1717 -36.165 0254 0.0897
The -3.433 -3.962 -3.433 -3.962 0.739 0.216
critical 5% -2.862 -3.411 -2.862 -3.411 0.463 0.146
values -2.567 -3.127 -2.567 -3.127 0.347 0.119

Notes: (*), (**) and (***) indicate significance at the 10%, 5% and 1% respectively.

Eviews9 maliy dlajda e slaeVh cfialdl slae) (e 1 jaall

.hlg.éill dmala 2020 Aila O1.aamll 11.alaall (ISSN: 2676-2013) (éahaﬁvl aasll ciluwlys

157



Aty Goall yiga gl phial Ayl Al Eeatlunl ame¥l culydifa slal (e Apall yous calds 5 Jotas
dagds 9 aldan 83189 gaussy jaléll sac

144y yhal)
Ordinary least Zolll gpall Glagpall Ayl Zoyyail) Gluhall alase ardiid
Ay (Sars cpgn) Sile L e Capall land cilyas 5 Lulal (OLS)squares
t Az asaill DA (pe Al 028 sy
n=Bo+Bre F e (1)
Lol DA Oy Goudl dse dle Jaaa T
.(nominal appreciation or depreciation) ayall jeu s €t
Ll as Bo
sl s My
Dl 3 (ARCH Effect Test jlaal z3saill 13 e 4aDle s2e ,lial 2y
Mean Lugiadl dalae aa zigall Bl dlide & cplidll @ld aaen Jagpie S
Sl asag are ) aaall Az e HAY) 13 agh JOLS dayyly il Equation
Aa B L eoalal) @l puilas e Sl @l o Jixy aded) dpajd Jod o) ((ARCH
@l ARCH il ansys ol ye (uilatia pue cplal) of gimy 138 Al dpa il 58
-GARCH 35 aladin) dadal) ke il
(Engel, daldl a8 2ol dsail) Judladl & Volatility el 4dSie Al
ol i axy hgpde (S el zisa 1982 8 5 J8Y 1982)
A Gl sWARCH(Autoregressive  Conditional  Heteroscedastic)
S aerdl) zagail) aad S lasi) ssaa(Bollerslev, 1986)caldl
Generalized Autoregressive Conditional ) GARCH il <l aday ag pi4l)
.(Heteroscedastic
;440U Lxpally GARCH(1.1) zisa Jany
Mean Equation: Tt = ¥o T %1€ T & (2)
Variance Equation: 07 = @ + @671 + BoFq (3)
Gl Jea lastes (o JaY) doghall il avgia i cplill Aalae Cpancai Can
1 Adaal) Pl 0 ARCH term aall aie jumy sdlls (@ld) aall) d8lud) 5580 oy
B i)l Pla e GARCH term aally aie jually ZaLal) 35 & 4 Laial) ol
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s cunsa By @1 (@0 2300l cilabea (585 GUGARCH z3sai ailiad s
sl gL eyl cplil) Al leal sl e i B (@1 pns o5
530Sl Aagdl) ) 3 coplially il el o Cagdll adaid oz dsaill 28 D Malas o
ek LS ¢ Ll S el el 8 aald) el el ) et B dalead
adll of ¢ua clustering volatility (oplall) culdiall i giie dpali 7 3saill (uay i
Sl fonall Ahaind ) B Jeleddl s 07 L3508 a8 ) o35k Tt i)
Lhan) s J %1 Jalad) i Law (GARCH Effect Y1 a5 Jishll sl
zisall o=y LARCH Effect 31 sas JaV¥l juad gadl o deaall
i sl i oLl ey cclilyd) 8 sl dngiie e ol LASGARCH(I.1)
(Brooks, 2008, p. Jisall daaalSY) byl 4 elld e Jeb dajn ol alasi
:394)

ubl) il

OLS estimation 4yalall (g guall cilaypal) 48y oy i) il

Jaray O el pdige dle Jame o Al a6 & (3) Jsaadl G
Glales ClS Eim gyl cV D Yaall Jlie dgdaal) Alead) Cipn led 3yl
Iy (i Len chugpaall L) i) JS) Lilas) dygine Cipeall land i
SV iy . SV Vel Jilie Adad) EDlaall Cipa el iyl ol il
Apalall L) ) g Slse B sl (e dege G judy Cipall jau
CAY) VAL A )laa

ARCH Effect Test alaiuly zilall sda ciie dadle 520 ,lad) il cudly
ol @ld axe AS5e ) Autocorrelation Il Lalsy¥) AlSie e laglgial HLaaY
s Aluls ) bedgia IS LS5 ¢(3) Jsanl) e ,aY) aseall 3 Heteroscedasticity
P-value of ARCH ) le¥l JSU dpailly 303 Jalgyl o gind yaiall z3gall
@ s el Alule & I LloYl aeags ((ARCH i 2y Ul test<]1%
iy ol Z3gaill iyt of Jiny 1385 OLS g paall Cilagyall 4kl Lliy) il ) aaY
e ol Gl Galydl DA masad Jal e Lled 38D S Yy 50 lSy byl
Judldl e g3Vl . JSaal 13¢) JaS GARCH zila e aldie¥) iy o)l
sas oy Copall jraw ity aead) B dle Jame Gp A0 E sl Al
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& (Bsaall) 5l chsall of Gua cvolatility clustering cplall dpagiie duals
z3i sl 55y e X5 Aualdll sdas o(bia) S i Lgad agal) Xlse
A8y s (Bau dle Ll A€ Caad GARCH

Lslal) gl ilaypal) Ay oy faniy) ilis

(3) Js>

Bo B, Adj.R> D.W stat F-stat ARCH(1)
Kuwait  -0.002252 -0.357623" 0.002308 1.844760 4.289711 22.96712"
(0.7711)  (0.0385) (0.038524)  (0.0000)
Turkey  0.018957 -0.254684° 0.049741 2.018466 81.76788°  27.95783"
(0.1177)  (0.0000) (0.000000)  (0.0000)
India 0.024704° -0.466961" 0.073631 1.812116 124.8345  13.77676
(0.0017)  (0.0000) (0.000000) (0.0010)
China 0.014030 -0.863110"  0.027705 2.023162 42.51627°  19.11320°
(0.2285)  (0.0000) (0.000000)  (0.0000)
Malaysia 0.003206 -0.359865  0.078495 1.896514 126.5565  71.20177"
(0.6142)  (0.0000) (0.000000)  (0.0000)
No of
Sig. 1};5 5/}5 5/;5 5/}5
cases

Notes: Numbers in parentheses indicate the P-value.
(*) and (**) indicate significance at the 1% and 5% respectively.

Eviews9 zalin clajda Je alaeVh ofialll dlae) (e 1 jiaal)

GARCH(1.1) gisai i milis

.GARCH (1,1) Aoyl xilall (uld zigad ilalas juasi 80 (4) Jsand) jela
L) Gaudl yise dle Jare o Capall e s i Guii Al Ve dadeall il
Gygine G Ao Do dgas (gl (Lpdlas Greall il (LSS (A Lilias) dyginay Al
the conditional mean )&l Jawgiall dalas (e ey @ Gpuitiall (g 4las)
O Langs .V lall puen (b anall 55 48 clS Gapall jmas s BT (o equation
el ALY Gl Jisa s Cilite Blse e ST Ra 8 Cipeal) ra i
B Llaall Alaall daf (mliad) b opudi (S Cipeall rw ge dple WD ik
Chizall Ml & pmla) ) am B lee Ll agn) Gou S 3 ) g
gl LY

the )il cplall dalas ea (the intercept term) co Addeddl cwls
s 1y (VN S 8 Wilas) dy5iaa9 diase coNditional variance equation
Sl e Lo cdloall 0 Adee 3 el e LD (e Lega lea cllin
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aac Loy (B3 %)GARCH 3 ARCH (1o JS cilalra ciiia a1 Jyshal) Caliil) Jaus i
JS dile (il of ey las ¢ARCH dadaa (o ST GARCH ddes dgeal cuilSy ciglu
lagged ALl asll diulua ST sa LOLY) Geall i gl Chidse e e
Cladg BT culS (gal Bl o Lpaaadl Gyl alead lae ST Lo dalall values
APy Gladadll & gana IS5 .more persistent )il ST Al sl plal)
SISl chdine cleral IS Al ixy Lee cAasaddl ¥ JSE saagll g
e Cilysine dlse Apulia o Lany Ul Joeay oD culdinl) Gyl ofy 3 )i
05 Gl Capeal) el LS G ey Lae s cilS Capaal) el eyl 200l

g yaall Blsudl DY) s ghy e Sl A€l 2T 8 age

(4) Jsa
GARCH(I.I) GSJA} A8 il
Yo ¥ &y oy B

Kuwait  0.004065  -0.220495 0.009303° 0.210777  0.686092
(0.5441)  (0.1241)  (0.0000)  (0.0000)  (0.0000)
Turkey  0.026901° -0.363649" 0.019508" 0.124179" 0.789175"
0.0145 (0.0000)  (0.0000)  (0.0000)  (0.0000)
India 0.027788"  -0.453500° 0.006975° 0.071163° 0.857883"
0.0004 (0.0000)  (0.0025)  (0.0000)  (0.0000)
China 0.027762" -0.835466 0.004785" 0.067228 0.909668"
(0.0106)  (0.0000)  (0.0003)  (0.0000)  (0.0000)
Malaysia 0.006710  -0.282356" 0.001944"  0.136521°  0.837755"
(0.1927)  (0.0000)  (0.0000)  (0.0000)  (0.0000)

No of
Sig. 3f5 4f5 5f5 5/{5 5”5
cases

Notes: Numbers in parentheses indicate the P-value.
(*) and (**) indicate significance at the 1% and 5% respectively.

Eviews9 maliyn dlajia e alaeVh cfiald) shae) (e 1 jdaall
Oo oslag zisalll daua (o UL AT @hlasly Sl &5 it A& sal)]
ChHLEAY) sda Jiaiig cAgalall (g yall Glayjall Ayl #igaill s hye Al JSULL
Partial 33 Lls¥is Autocorrelation Sl Lala)Y) AlSia e alsll jladl) 8

Heteroskedasticity Test:  plall cild e dKie 358 ,ladly Correlation
Llijly S b)) agag axe A S Llsy) lad) & Ll (e Jicy LARCH
o dais dus o i blils (A5 b)) a4 Jiadally Jiad) Gapdll dlde ¢ oa

%35 Aysiall ssiuse o ] P-value dad culS 13 aaall

.hlg.éill&a.nl; 2020 Asla 01.0a=l 11.alaall (ISSN: 2676-2013) qal.nﬁlll aasll ciluwlys

161



Aty Goall yiga gl phial Ayl Al Eeatlunl ame¥l culydifa slal (e Apall yous calds 5 Jotas

Bagds O3 @Ldun Ballg gy )3l sse

(5) ds>
GARCH G:\Ldl 3N blaNg gi\:\!\ by jlas) e
Lags 1 2 3 4 5 6 7 8
AC 0.000  -0.022 -0.016  0.009 0.061  -0.009 -0.026 -0.014
Kuwait PAC 0.000  -0.022 -0.016  0.009 0.060  -0.009 -0.024 -0.013
Q-Stat  0.0002 0.6824 1.0606 1.1837 6.4553 6.5801 7.5781 7.8535
Prob. 0.990 0.711 0.787 0.881 0.264 0361 0.371 0.448
AC -0.005 -0.004 0.046  0.002 -0.037 -0.015 -0.006  0.009
Turkey PAC -0.005  -0.004 0.046  0.003 -0.037 -0.017 -0.006 0.012
Q-Stat  0.0467 0.0704 3.2859 3.2940 5.4545 5.7983 5.8481 5.96%4
Prob. 0.829 0.965 0.350  0.510 0.363 0446  0.558  0.651
AC -0.030  0.025  -0.004 0.012 -0.031 0.012 -0.007  0.008
India PAC -0.030  0.024  -0.002 0.011 -0.031 0.010 -0.004 0.006
Q-Stat  1.3738 2.3348 2.3542 25829 4.1275 43622 4.4313 4.5207
Prob. 0.241 0.311 0.502 0.630 0.531 0.628 0.729  0.807
AC -0.020  0.011 0.053  -0.024 0.025 -0.013 0.001 -0.034
China PAC -0.020  0.010 0.053  -0.022 0.023 -0.014 0.003 -0.037
Q-Stat  0.5988 0.7604 4.8164 5.6581 6.5458 6.7899 6.7921 8.5154
Prob. 0.439 0.684 0.186  0.226 0.257 0.341 0451 0.385
AC 0.028  -0.030  0.025 0.007 0.027  -0.040 -0.009 -0.024
Malaysia PAC 0.028  -0.030  0.027 0.004 0.028  -0.042 -0.005 -0.028
Q-Stat  1.1632  2.4567 3.3669 3.4341 4.4966 6.8889 7.0038 7.8867
Prob. 0.281 0.293 0.338 0.488 0.480 0331 0428  0.445

Eviews9 maliyn cilajia e alaeVh ofialdl shae) (e 1 jdaall
P— dad o) Laadl Cus o ial) Lli¥ly () ladl = (5) Jeaall mas

aaall Aumd aby S VoAl iy lae (%5 Lsiee s (e ST caldvalue
S S Tl s Saa ¥ zdsaill 1 o o el Al caall dacap i Sl
cpdiiuall 73 gaill Anaa e 330 5)LE) oday Ak b))
Gl axe i e caillHeteroskedasticity Test: ARCH jlad) e adiaig

Oll) i aae Al agay bl dpoasdll Jilae (Homoscedasticity ¢ulall <l

Gsiua (s ST P-value dad cwil€ 13 aaall 4wy Jis .Heteroscedasticity (sl

.0/05 2\.}}.\“3\
(6) Jo>
Heteroskedasticity Test: ARCH ¢plill @lf ase jLod) milis
Kuwait Turkey India China  Malaysia
F-statistic 0.000164 0.046512 1.369996  0.596812  1.159988
Prob. F-statistic 0.9898 0.8293 0.2420 0.4399 0.2816
Obs*R-squared 0.000165 0.046571  1.370551 0.597388 1.160650
Prob. Chi-Square(1) 0.9898 0.8291 0.2417 0.4396 0.2813

Eviews9 maliyn clajia e alae Yl ofialdl she) (e 1 jdaall
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Cus (Heteroskedasticity Test culall cild axe jladl =il (6) Jsaal) eias
Sar Vil iy s (%5 Lysies g5 (e S culSP(Chi-Square) a8 of Lads
Gl Sady zasalll 18 of o pati ) ased) dpd Jiis Ul cadell dpiajd i)
Zasall dana o (a1 s 3a0a 5)L5) 285 (Homoscedasticity ¢plal

L3 Y15 Autocorrelation il bls,¥) ASie e il il of Ladls bl
DA PA e cplal)l @l aae AlGe a5ay Hlials (Partial Correlation 33al)
L a5 ez dsaill daia aeny JSG dulay) els Heteroskedasticity Test: ARCH
Dbl s o Jil) oSar Jllganilis Jod (Sayy gruna zigall of s lileay
o JS LY Gell i gy Cihdsedle LB e gasm Ll L Capall
(sl Ll G Jledd @ihas i Gus L Wialles copall cigl (LS5 ey S
e ale By (Sa¥) JYsal) Qe @l cuailly gl gl S 3l
Py ui dua c\g.)':duj (Opall el S i < <) QA @A‘)\u}!\ eg.uf).” dige Chluls
SlieY) oo L Gl ol LY cbdsa) sda Gl & Jan Al gl
il Bload & Eas Al sl Jea 5l e gladl)

PO ER

e Ao ALl Copall Slaad st G A Gald ) Al sda cdaa
(Walles comal) cigl (LS5 ey o&Il) AL GBload 4D 3 Y] Gl Jiga gl
O Sl Al bl Al s 8 aulidl GARCH zasas alasiuly @l
o Cua (OLS dplall g paall cilagyall Aigylay jaiill sy & Jleddtl) Lol )Y A5,
sle Al cade) LOLS diph (e 3:iS ST colS GARCH zigas cilalea i
sl Capeal) ey LY Goull s gl chdsed DY) Sl dng @bl
dld ahlad) sae aladiul 23 2019 pwle Al ) 2013 Lol (e 334l
3)3al gz dail) Al (520 A pral Agilianls

aendl ol clyisall Mo bl Lol ) duhall edgd dyuyail) i) o)l
Copa Hlbend bl il gime il Ciang Cun Ale Ay Capall laud <l
‘_slr.‘_ g_éi)“&\ J‘){Jﬂ\ d.\\&.n ng‘)..gﬂ.d\ aLu;_uﬂ)]b 6:\_13.1.@\ :g..aj)l\ cz\:ﬁ)ﬂ\ B‘)gm ‘c;""’..}ﬁ‘ _)Ugﬂ\
copall gl (LS5 Sl e IS (A DY) Gsall Jies gl Ghdse dile S
Blse 3Ly (A (Copall e i) Adad) Aleall dad alisd) aalay s (Ll
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Blsey bl Apulua g liny) of ) bl clily Auhall Jase agu) Glsal i
Ayl OV aaa 8 Cipall el @l LY Geall Jia gl Gyt
Bhse LSaalisy paad & DS oy caali ccipuall Sland (gh clgta Jaad ) 138 Lyginas
ALY agas) (3)susd

)l ( Olaeally Capall el 3 85 pumy oty A o ) ALl bl 2y
sas gl oy Al A Gl 8 Aali Wl Jaa) auiis Al lalad)
Shladl s cphaidls Al dadlaal) ehae Jocny 3 g Gipeal) el @il
Slo Al chlénadl Juadl 5)3Y (Blond) oda (n ASudliall ADlall agd Al
sl Laliy Capall Hlad 5oy Ll ladlind deluay ol o) (il
Gl 4 sty ol Cppdiieal Auhall aagis LAledl Glefs Al byl
a0l Slubual) hlE chglas HEY QB e Aalie )5 pmr DY) dappdll ae ddlgi
gan) Gipall e o0 hlan Culial cdgl) 8 cliall hall SaaY aghling e
Ghially ) Culall 1) doml duld) BT Ji 4 duldl alal dalgdl gl
LAlaiddd
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