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Abstract
To meet the increasing demand for Shariah Compliant imedt Avenues in equity markets, number of Islamic

Indices have been launched worldover. As on today taerehundreds of Shariah Compliant Indices launched in
different countries. Dow Jones and FTSE Global werditsieto launch the Shariah Compliant Index namely DJIMI
and FTSE Global Islamic Index Series (GlIS). Following tead, MSCI also introduced Islamic Indices which are
constructed from the conventional MSCI country Indices awvércseventy developed, emerged and frontier market
countries including regions such as the Gulf cooperatiam@bcountries and Arabian markets. While a number of
Shariah compliant Indices have been launched by differetispais like S&P, MSCI, FTSE, Dow Jones and Russell
to meet the growing demand but a very few studies have dmatucted to assess the performance of these indices in
comparison to their counterpart indices in terms of th&irand return. The present study has been undertakeress ass
and compare the performance of MSCI India Islamic index an@IM@alaysia islamic index with their respective
conventional Indices for eleven years time period i.e, 2603013. Also the behaviour of Islamic Indices is studied
during recent financial crises. To assess the performaintteese indices, average monthly raw returns, risk adjusted
monthly returns were calculated using time series datiibf closing prices. To assess the risk involved Beta and
standard deviation has been used. The study has revedléd lthdia Islamic Indices has underperformed while as in
case of Malaysia, it has outperformed the respectiveerdional Index during period under study. However in both
cases Islamic Index has outperformed its counterpart index duiseg period.

Keywords. Shariah Compliant Index, Conventional Index, Beta, Alpha, idis@aysia.

Introduction

As one of the fastest growing segments in global finaseialices industry, Islamic finance has become systdini
important globally. With Islamic finance in more than 55 cadest the global market for Islamic financial serviaes,
measured by the total volume of Shariah compliant agsetstimated to have increased from only $80 billion at th
beginning of the last decade to $1.1 trillion at end-2011. A®8aDs onwards, the expansion of Islamic banking and
finance increased and, the Industry has witnessed remadtablth in the last decade. The average growth ratiéor
period 2000-2007 was recorded even higher (30%), however due dtolia financial crisis starting from 2009, the
overall performance of Islamic financial institutionsithivere mostly involved in asset-based financing digts/iwas
also affected. Despite the slight moderation in the drqueice due to crisis in the global economy arisen otheof
malpractices of the conventional financial systere, ijority of the many Shariah-compliant institutiarl their
assets have remained unscathed from the direct iroptw financial crisis. Yet, the phenomenal growtlesdave so
far translated little into a sound presence in globarfaial assets: the share of Islamic finance in glfibahcial assets
is estimated at around 1%.



International Journal of Interdisciplinary and Multidisciplin&tydies (1JIMS), 2014, Vol 1, No.6, 231-241. 232

Islamic finance is a system of finance based on thegaof the Shariah. The main sources of guidelines for the
establishment of an Islamic way of doing business conma fhee Quran, Sunnah and the Hadith. Further guidance
regarding the principles of islamic finance are provilgdjma, decisions derived by the religious scholars amess
not faced by the Prophet in his lifetime, and Qiyas, dwtistaken by analogy on matters not addressed to iQubhan

or the Sunna compared with a matter addressed in the Quthe Sunna. Still there is one more source of ruids a

regulations, ljtihaad, a way of reaching into conclusionthe basis of independent reasoning.

Islamic Finance broadly refers to the application of nista principles and laws to finance. One of the major
prohibitions as stated several times in Quran is tieeofignterest (riba). Riba (usury), maysir (gambling/specuigtio
gharar (excessive uncertainity) are strictly prohibited byShariah. Further, investments can be made only in those
businesses which are allowed by Shariah. Those ctabsifi unlawful include businesses dealing with alcohoparid
products, gambling casinos, movie theatres, pornographgishconventional financial services, restaurantsimgrn
mainly from selling alcohol and airlines earning thenfiy from duty free sale of alcohol and tobacco. Unid&amic
finance the risk of a transaction must be shared batwez borrower and the lender, and besides profit motive, the
businesses must be operated for social and ethical puaposell.

While Islamic finance has been around for 40 years|dlaenic Equity market started growing in the mid 90s. Until
1999, there was no official Islamic index to benchmark thermstaf Islamic Equity Funds against. Dow Jones and
FTSE, were the first who in 1999 launched the Dow Jaslamic Market Index (DJIMI) and the FTSE Global Islamic
Index Series (GIIS) respectively. Nowadays, apart from Dowsland FTSE, MSCI Bear and Standard & Poor’s also
offer numerous Islamic equity indices.

Islamic indices are said to be a hit because they haredéperforming conventional indices, mainly because they do
not have any exposure to the conventional financialbosestocks, which have been affected by the credit crunch
triggered by the subprime mortgage crisis in the US. Constgmem-Muslims are beginning to look at Shariah, as an
alternative to the conventional portfolio. In India alse immense potential of Islamic finance can be judgedighro

its vast muslim population of about 150 million which acdeuior 13% of total population. To meet the growing
demand for Shariah compliant Investment avenues in capaskets, number of Shariah complaint Indices were
launched worldover. The number of Shariah-compliant stclksdia are much higher than in Muslim countries put
together, thus providing larger scope for Muslim investéisper cent Indian companies are found Shariah-compliant
in India against 57 per cent in Malaysia, 51 per cent in Pakistd a mere 6 per cent in Bahrain. One of the important
players of Islamic Finance around globe is Malaysia. Médaly establishing the foundation of legal, regulatory and
Shariah framework, is increasing the number of playeesiter Islamic Finance. To enhance Shariah governance, it has
been successful in strengthening the overall Islamici@dandscape over the last 30 years. The Islamic sesuriti
market of Malaysia has achieved phenomenal growth in offeé8hariah compliant equities. Also a number of Islamic
Indices were launched to keep track of the growing lislaauities.

Need for the Study

While the number of Shariah Compliant indices have beemched to meet the growing demand but very few studies
have been conducted on such Indices despite their inggagpularity. Few studies have been made addressing the
issue of performance of Shariah compliant equity funds. Waiteesof the studies concluded that islamic equity funds
underperform their conventional counterparts because of dirditersification (Hassan 2002). Others argued that their
performance is at par or even better than their copertisr [Hussein and Omran (2005)]. While other researches hav
shown that it varies in bull and bear market periods [Hus&f64), Abdullah et. al. (2002)] and different regions
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[Hoepner, Hussain and Rezec (2010)]. This paper studies the infijgtareah screening on the performance of S&P
BSE 500 and aims to find answer to the following question

o Does the Islamic index achieve lower return levels coetpto its counterpart?

e Does the Islamic index bear higher risk than its countétpa

e What happens to the performance of Islamic Index during qreésd?

o Is there difference in the performance of Islamic ingliceMalaysia and India.
The rest of the paper is organized as follows: Sectiom\ddes the background of Islamic Indices studied in the paper.
Section 3 summarizes the empirical studies on Islamipehnflermance of Indices. Section 4 highlights the hypsith
of the study. Section 5 gives the description of data agtadology used in the study. Results have been discussed in

section 6 and subsequently section 7 presents the suranthopnclusion.

Background of |lamic Indices

Over the last decade or so, a humber of developmentgdiareplace in the global stock market, two important among
them being the diversion of both Retail and Institutiongestors towards socially responsible investmemtfgos
and increasingly linking investments to indices. The staes particularly in Muslim countries were driven to look fo
alternatives to conventional investment due to the ABiaancial Market crises in 1997 and more importantly the
recent meltdown in the capital markets world-over. Teetrihe demand for Shariah Compliant Investment Aveinues
equity Markets, Number of exchanges world-over have laeohdslamic indicesRecognizing the need for such
indices, MSCI Barra launched a global family of Islamic iedién 2007 designed to reflect Shariah investment
principles while retaining replicability for internationalvestors. The MSCI Global Islamic Indices cover over 50
developed and emerging countries and over 50 regions sutie &ulf Cooperation Council (GCC) countries and
Arabian markets.
MSCI India Islamic Index and MSCI Malaysia Islamic was d&@smched by MSCI Barra in 2007. MSCI India Islamic
Index and MSCI Malaysia Islamic is a subset of MSCI India Islamiex and MSCI Malaysia Index. Following
Shariah investment principles, MSCI excludes securities usingyipes of criteria: business activity and financial
ratios. The first criterion leads to the exclusion off tid companies which are directly active in, or demare than
5% of their revenue from, Alcohol, Tobacco, Pork ,Coneaa Financial Services ,Defense / Weapons , Gambling
Casino, Music , Hotels, Cinema and Adult Entertainment blatéivities . Since Shariah investment principles oo n
allow investment in companies deriving significant ineofrom interest or companies that have excessive leverage
MSCI uses the following three financial ratios to scrieerthese companies:

1. Total debt over total assets.

2. Sum of a company's cash and interest-bearing securitesaial assets.

3. Sum of a company’s accounts receivables and cash over total assets.
Securities will be considered non-compliant with respedtnancial screening if any of the financial ratmsceeds
33.33%.
If a company derives part of its total income from ries¢ income and/or from prohibited activities, as pearah
investment principles this proportion must be deducted fr@rdividend paid out to shareholders and given to charity
Accordingly MSCI applies a “dividend adjustment factor” to all reinvested dividends. The “dividend adjustment factor”
is defined as: (total earninggincome from prohibited activities + interest ineg))/ total earnings.
The composition of the MSCI Islamic Index is reviewed oramnual basis at the May Semi-Annual Index Review and

also on a quarterly basis. New additions to the MSCI Eduoidices resulting from a Quarterly Index Review are
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considered for inclusion to the Islamic Indices atftllewing Quarterly Index Review. If an Islamic Index constituen
turns non-compliant due to Regular monthly and annual chatgesthat security is deleted from the Islamic Indices
at the effective date of change (as of the close dbtéusiness day of the given month).

Literaturereview

The performance of Shariah compliant investments hveeyalremained a debatable issue. Despite the overwhelming
demand for Islamic Investments, the past literature lamis Investments performance is scarce. The studies amde
Shariah complaint Investments deal with the differespteats like the Risk, Return and overall performance @f th

Islamic Investments.

Abdullah et. al. (2002) while studying 67 Malaysian unit trustdfunsing Sharp Ratio, the Information Ratio and the
Modigliani Measure revealed that both Islamic fund and thevexttional fund slightly underperformed the Kuala
Lumpur Composite Index (KLCI) benchmark. The study further suggestsi¢éipanding on market conditions and

personal preferences investors have the option tolshétween these funds.

Hakim and Rashidian (2002) while examining the relationshipvden Wilshire 5000 Index, the DJIM, and the risk-
free rate over the time period 1999-2002 using cointegrationcanshlity analysis and have found absence of any
correlation between the DJIM and the Wilshire 5000 Indeiy®@three month Treasury bill while as the Wilshkif®0

is strongly influenced by movements in interest rates.

Hassan (2002) examined the issues of market efficiency andre/arying risk-return relationship for the DJIMI
over 1996-2000. Using several statistical tests, such ad serielation; variance ratio; and Dickey-Fuller seshe
study revealed that DJIMI returns are normally distributedthadJIMI has significant market efficiency. The study
also found that there is operational inefficiency WitBiIMI that needs to be corrected to make the risk behatior o

DJIMI stable overtime.

Ismaila and Shakranib(2003) while studying the conditional oglsliip between beta and return of 12 Islamic unit
trusts for the period from 1 May 1999 to 31 July 2001 discovereghiisant positive relationship in up-markets and a
significant negative relationship in down-markets.. Tbaycluded that beta could be used as a tool in explaining cross
sectional differences in Islamic unit trusts’ returns and as a measure of market risk. They also suggested that investors

in Islamic unit trusts tend to be risk averse by investiniglamic unit trusts, which have a lower level of risk.

Elfakhani, Hassan and Sidani (2005) while studying a sample ofatfi¢csmutual funds revealed that the American
Equity Fund, the combined Emerging Fund ,the European Equitd,Fand the Technology Fund all had positive
security selection, but only the Emerging Equity Fund hatistitally significant positive selectivity. Furthehely

revealed that Asian Equity Fund performed badly attributieg¢ason of their inferior performance to Asian crisis

While studying weekly data over a period of 2002-2006, Muhammad akhtddq2007) examined the performance of
nine Islamic Equity Funds in Malaysia. Usirgiandard deviation, coefficient of variation, systemaigk and
techniques of Treynor and Sharpe they revealed thatamtyofit of nine funds had outperformige Benchmark Index
(KLSI). On the contrary, the study indicated that all tnedf followed defensive investment policy as well aatinadly

low sensitivity to the market.

Albaity and Ahmad (2008) have analysed the performance of thia Kusnpur Shariah Index against the Kuala
Lumpur Composite Index using risk-adjusted return measurementde@indong-term and short-term relationships
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over a period from 1999 to 2005. They have applied three sepaeasurements of risk-adjusted returns, unit root
analysis, bivariate Granger causality between KLSI &h€l, and finally Vector Autoregression and Impulse
Response Analyses in order to achieve the desiredtge3tieir findings suggest absence of significant stalstic
differences in risk-adjusted returns between Islamic andecgional stock market indices although the KLSI had lower
returns, but it also had lower risk exposure than the KAGDb their results were not in support of any cleadence

for the extra cost and lesser diversification berasfiiociated with screened investments. Regarding thie ahd long-
run relationships the study depicted that KLCI and KLSI, indiviguale non-stationary in the level (i.e. integrated of
order 1).

Studying the performance of Islamic funds over period of fivaryg2001-2006), Kraeussl and Hayat (2008),
estimating Jensen alphas for 59 international Islamictyedumnds have found that 31 Malaysian funds considerably
underperformed their respective equity market benchmarkke thie performance of 21 global funds was as good/bad

as that of their respective equity benchmarks and 7 fathds significantly outperformed their market benchmarks.

Collina and Gatti (2009) revealed that the Shariah compliatfoporbehaved better in periods of boom, fast growth or
crisis periods and underperformed during moderate periods wtristructing a hypothetically Shariah compliant
investment portfolio for a period from growth, etc), whit underperformed the benchmark when the market was
moving in a more quiet way June 2006 to 2009. The study alsaleevidat constructed portfolio was riskier than the
market. The study has concluded that Islamic Italian equitotio is a totally different product from the other Isie
equity ones offering a competitive trade-off between alpkiaiah.

While employing Risk adjusted measurement techniques of Shadp®, ifireynor Index and Jensen alpha and
examining the performance of the Islamic index and commaexiriNifty) in India from January 2007 to December
2010 to see if there is any significant difference alomgpirameters of risk and return Dharani and Natarajan (2011)
found that Nifty Shariah has underperformed during the sampiedpdhe risk adjusted returns for the both indices
revealed that both underperformed with respect to riskréeeof return. They also found that Nifty Shariah was low
volatile than Nifty index. The Overall conclusion oktstudy was that Nifty Shariah and Nifty indices in India a

performing in a similar manner.

Mansor and Bhatti (2011) using monthly aggregate returns of 128 ¢stantual funds and 350 Conventional mutual
funds from 1996 to 2009 analyzed the performance of Islamic ande@ional Malaysian Mutual funds. They found
that there is strong correlation between the Islamit @onventional MF portfolios with the market portfolicherl

findings revealed that, on average, performance of bothsldmaic and Conventional MF portfolios are higher tham th

KLCI index during the reference period.

Hypothesis
Taking into consideration the objectives of the studyfahewing hypothesis is set for the study:-
H1: The Returns of Shariah compliant Index are not signifigalifferent from its index counterpart.

Materials and Methods

The above stated objectives & hypothesis testing hasd@eied out using the secondary data drawn from timesserie
data of daily closing prices of S&P BSE 500 Shariah Indextarmbunterpart. To assess and compare the performance
of Shariah Index with the corresponding conventional Indexonthty returns have been calculated by taking
logarithmic differences of the price Index so that:

Ri,j = [Log (Pi,j)— Log (Pi,j-1)] 1)
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Since the Islamic indexes and their conventional counterpagt not from the same risk category, the CapitagtAss
Pricing Model (CAPM) will be used in order to estimate tlsk-adjusted returns, which is of the form:

{(R:'..' _Rf..*) = ai\.-‘ _ J‘G:’.!(Rm.r _R__f.r) _ ‘9!'..*} (2)

Since (R.j— Ry;) is the excess return on the benchmark index m in periddogta is greater than one, this indicates
that index i has higher risk than the benchmark index m. Fuith@ipha is positive and statistically significant, it
indicates that the index i outperforms the market index m.

Based on Jensen measure and given Bi,t from equation (2), the risk-adjusted returns have been calculated using the
following equation:
R SR, =Rpp=B R =R 1) 3)

To test the null hypothesis that the monthly excessnst(market-adjusted return) over the period under study is equal
to zero or more/less, the market-adjusted return is ctdcuds follows:

MAR,, =R., - R (4)

cpt’

Where MAR; is the market adjusted return for the index and is the diftsr of the return on Shariah Index and its
corresponding benchmark Index calculated on the basis ofdatreturns as well as the risk adjusted returns. In order
to test the null hypothesis of no difference t testsisd as variables follow students t distribution.

Proxy for Risk-free Rate

The yield on one month Treasury Bill is taken agay for Risk-free Return in case of Malaysia while ésee
month Mibor is taken as proxy for Risk-free Return in cddadia.

Proxy for Market portfolio

To capture the risk factor, we have used world portf@dionarket benchmark for both the Indices. Thus we use MSCI

All country world index established by Morgan Stanley datbas an appropriate proxy for the market portfolio.

Data

We have used the MSCI India Islamic Index and adopted the MSClihtl#ia as the corresponding index. In case of
Malaysia we have have used MSCI Malaysia Islamic Index anutedithe MSCI Malaysia index as the corresponding
index Our reference period consists of 11 years monthlyi@atdanuary 2003- December 2013. Also the crises period

consists of data ranging January 2008-March 2009.

Results and Discussion

Table-1 presents monthly returns of the MSCI India Islamic aB€MValaysia Islamic Indices and their respective
conventional Indices during the period under study and Crisesmdpéyiclose introspection of the table reveals that i
case of India Islamic Index has shown inferior performarsceompared to its conventional counterpart during the
reference period. However the Islamic Index was found to dseVelatile than its counterpart in case of India. The
results were totally contrast in case of Malaysia whistamic Index was found to yield better mean return and
exhibited more risk as compared to its conventional tevpart during the reference period.

During the crises period, in case of India Islamic Index hasnpeed better with relatively high mean returns and low
risk as compared to its unscreened Index. In case of Mal#élysia is not much difference between the performahce

Islamic index and conventional index during crises period.
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MSCI India

MSCI India
Islamic

MSCI Malaysa

MSCI Malaysa
Idamic

MSCI India

M SCI India
Islamic

MSCI Malaysa

MSCI Malaysia
Ilamic

Table-1: Average Monthly Raw Returns

-0.1460

-0.1567

-0.0843

-0.1031

-0.1460

-0.1567

-0.0843

-0.1031

0.1356

0.1261

0.0642

0.0695

0.0498

0.0632

0.0254

0.0389

0.0049  0.0397

0.0042  0.0383

0.0037  0.0215

0.0042  0.0239

-0.0310 0.0573

-0.0282  0.0570

-0.0176  0.0271

-0.0176  0.0351

-0.4680

-0.5860

-0.5000

-0.6600

-0.2250

-0.4870

-0.9560

-0.8550

1.5450

2.1360

1.9160

2.9690

0.5000

0.4190

1.3820

1.2490

237

Source: All the above measures have been calculatedthsitigne series data obtained from the official wiebsi

MSCI global equity Indices.

Table-2: OLS Estimation

Index Alpha Beta R?

MSCI India .0039 1.446 .58
(.09)* (<.001)***

MSCI India Islamic .003 1.373 .57
(1.29) (<.001)***

MSCI Malaysia .001 .716 479
(.419) (<.001)**=*

M SCI Malaysia Idlamic .002 .763 447
(.299) (<.001)**=*

Notes: Three and one asterisk indicate significanteeat and 10 percent level respectively.

Source: All the above measures have been calculateglthsi time series data obtained from the officialsitelnf

MSCI global equity Indices.
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Since the Islamic Index and its counterpart is not floensame category of risk, so to analyze the risk indalvehe
sample Indices and whether Islamic Index outperforms markieixlve have used CAPM model to estimate risk
adjusted returns of the Indices (as shown in equation-2)rd3ults of OLS estimation has been presented ia fabl

It can be seen that the beta of both MSCI India Islamic arabitventional Index is much higher than 1 which indicates
that the Indices are more risky than the Benchmark IBISCI AC Index). Also the high risk nature of Indices is
confirmed by significance at 1% level. However when ttf®\Mindia Islamic Index is compared to its counterpart, it
can be seen that Islamic index is slightly less risky tharconventional index. In case of Malaysia resuktseverse;
wherein both Indices are less risky then Benchmark (MSCI ACx)naled results are statistically significant at 1%
level. Also MSCI Malaysia Islamic is found to carry moigk when compared to its counterpart conventional Index.
When Indian and Malaysian Indices are compared to eaeh, dtidian Indices are found to be much more risky than
Malaysian ones.

It can also be seen from Table 2 that Alpha is poshiistestatistically insignificant for all but MSCI Indiadex (at
10%). This is indicative of the fact that the Islamic Index durgrovide any marginal returns over benchmark Index.
When Islamic Indices performance is measured on the baalptai , results were consistent with the earlier result
based on raw returns. This is substantiated dstaRistic which shows variations in the return of Indexah be seen
from the above table thaf & satisfactory and not very high for both all theides, which indicates that the movement
of the Indices under study is quite different from that of dloferket.

Since the MSCI Islamic Indices and MSCI conventionahdbconsist of similar type of companies, thus are likely
differ in risk. As such to draw the meaningful conclusiormuathe performance of the sample Islamic Index compared
to its counterpart Index, it becomes important to caleuRisk-adjusted returns. Using OLS estimation, risk adjuste
returns of the Indices under study have been calculatith \ahe presented in table 3.

A close introspection of the risiadjusted returns of the sample Indices reveals that MS@h Iislamic Index
underperforms its corresponding unscreened Index throughout theé peder reference. While as in case of Malaysia,
Islamic Indices outperform its counterpart Index during theogeunder study. For crises period, risk adjusted returns
revealed that in both countries India and Malaysia it isksmic Index which performed better than the respective

conventional Index.

Table-3: Risk Adjusted Return

MSCI India -0.0784 0.0806 0.0040 0.0261 -0.3490 0.9570
MSCI India -0.0954 0.0736 0.0030 0.0256 -0.3430 1.2550
Islamic
MSCI Malaysia -0.0385 0.0387 0.0011 0.0155 -0.1440 0.0260
MSCI Malaysia -0.0414 0.0497 0.0016 0.0178 -0.0180 0.0720
Islamic
MSCI India -0.0514 0.0501 0.0014 0.0297 -0.2010 -0.2120
MSCI India -0.0528 0.0492 0.0022 0.0289 -0.0230 -0.3580
Islamic
MSCI Malaysia -0.0346 0.0257 -0.0040 0.0196 -0.067 -1.1400
MSCI Malaysia -0.0395 0.0297 -0.0029 0.0244 -0.0810 -1.4870
Islamic

Source: All the above measures have been calculatedthsitigne series data obtained from the official welsi
MSCI global equity Indices.
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In order to test whether excess monthly returns (abnaethains) of the Islamic Index is equal to zero, we have used
parametric t-test (since in almost all the casegymstare normally distributed). The results based on Madjestad
returns and Jensen Model have been presentedeérdtab

A close introspection of the data presented in tablevdaie that excess returns on Islamic Index exist but is not
significantly significant in any of the case. Agairethesults reveal that there is no significant diffeecbetween
Islamic and their counterpart Indices during the Crises phages such it can be safely concluded from the data

presented in table 4 that there is no significant diffeeein the monthly excess returns of Islamic index and its

counterpart.
Table-4: Mean Almal Monthly Returns of Islamic Indices
Period/I ndex Market Adjusted Jensen
EntirePeriod

MSCI Indialslamic

Mean Abnormal Return -.0007 -.0009
t- gatistics -0.9450 -1.3010
P-statistics 0.3460 0.1950

MSCI Malaysialdamic

Mean Abnormal Return .0005 .0005
t- statistics 0.7890 0.7880
P-gtatistics 0.4310 0.432
CrissPeriod

MSCI Indialslamic

Mean Abnormal Return .0003 .0008
t- gatistics 0.8640 0.2410
p-statistics 0.4020 0.8130

MSCI Malaysialdamic

Mean Abnormal Return -.0001 -.0004
t- gatigtics -1.6170 -0.4920
p-statistics 0.1280 0.6310

Source: All the above measures have been calculatedthsitigne series data obtained from the official wiebsi
MSCI global equity Indices.

Conclusion

This paper is sought to assess the performance of the M8@llslamic Index and MSCI Malaysia Islamic Index in
comparison with their conventional Index. The studyihasstigated the performance achieved by Islamic Indicds a
its peer index during the period under study and crises perigdit @ttention has been devoted in answering the

question of whether the risk is being well compensated foragsess the performance of the Indices under study,
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average monthly raw returns, risk adjusted monthly returne wadculated using the time series data of daily closing
prices. To gauge the risk involved in the two categoridadites beta and standard deviation has been used. Also to
test the hypotheses, parametric t test has been used.

The estimation has revealed that Islamic Index has undenpedannscreened index in case of India during the period
under study on the basis of raw return as well as risk tadjusturns but risk involved in case of Islamic Index was
relatively less than that of conventional Index. Theltesevealed in case of Malaysia are totally oppositerain the
Islamic Index has yielded high returns and exhibited highthiak its counterpart index. However in both the cases
Islamic Indices has performed better during crises perfidtien the mean abnormal returns for Islamic Indicewer
subject to t test, the hypothesis testing has resuitedttie acceptance of the hypothesis that the retur@hafiah
complaint index are not significantly different from itsuiaterpart Index.
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