UNIVERSITI TEKNOLOGI MARA

FACTORS THAT AFFECTING PERFORMANCE IN
EMAS INDEX UNDER SHARIAH COMPLIANT
INDICES BASED ON BURSA MALAYSIA

NURUL FITRIANA BINTI RAMLI
2019602532

Thesis submitted in fulfiiment of
the requirements for the degree of
Bachelor of Business Administration
(Investment Management)

Faculty of Business and Management

JULY 2021



ACKNOWLEDGEMENT

e e

i - )

First and foremost, Alhamdulillah praise to Allah S.W.T the almighty for giving me His
blessing, the strength in terms of physical and mental and a lot of endurance in my journey to
complete this research. It would have been impossible for me to to finish and complete this
analysis in the allotted time if it weren't for His bleesings. Throughout this study, | learned a lot
and the information | gained will be useful in the future. With the feeling of humility, | would like
to thank for the strong support given by both my parents who understood a lot of my time to
complete this research well and not only them but my small family and my close friends also

helped a lot in motivating myself to be able to complete this research.

With the humble myself to earth to express my infinite appreciation and sincere gratitude
to my research advisor and 2" examiner, Sir Kamal Fahrulrazy Rahim and Madam Diana
Mazan for their kind assistance throughout the process of preparing this research paper and
non-stop to continuous the support, for her patience, motivation, enthusiasm and immense
knowledge. Thank you for all the good guidance and supervision as well as providing the
necessary information until end the period. Not forgetting the coordinator of FYP (INV667) is
Madam Yuslizawati Mohd Yusoff for always monitoring and giving reminders in the research
paper project they must be done according to the time and period set that have given. She also

gave many words of strong encouragement for us not to give up in completing this research.

Last but not least, | would like to give myself a credit for the 100% commitment and |
have tried my best to complete this research paper as well. Without the constant determination
and all of the hard work, this research paper report would not be able to finish according to the
dateline required. Without the proper motivation from those who involved, | think this work
cannot be completely done. So, as a last word from me, once again. | want to say a million
thanks to them all.



TABLE OF CONTENTS

Page

AUTHOR DECLARATION iii
ACKNOWLEDGEMENT iv
ABSTRACT v
LIST OF TABLES vii
LIST OF FIGURES ix
CHAPTER ONE INTRODUCTION 1
1.1 Introduction 1
1.2 Background of study 1
1.3 Problem Statement 2
1.4 Research Objectives 3
1.5 Research Question 3
1.6 Significance of the study 4
1.7 Scope of study 4
1.8 Limitations of study 5
1.9 Definition of key terms 5
1.10 Summary 6
CHAPTER TWO LITERATURE REVIEW 7
24 Introduction 7
2:2 Factors that affecting in Shariah Index listed on Bursa Malaysia 7
2.3 Interest Rate 9
24 Inflation Rate 9
2.5 Exchange Rate 10
2.6 Theoretical Framework 11
2.7  Summary 12
CHAPTER THREE RESEARCH METHODOLOGY 13
3.1 Introduction 13
3.2 Sampling 13
33 Data Collection 13
3.4 Variables 14

3.5  Research Design 16



ABSTRACT

This research is about factors that affect performance in Emas Index under Shariah Compliant
Indices based on Bursa Malaysia. Samples for this study concentrate on the FTSE Bursa
Malaysia Emas Shariah Index which is measured by Price Index and the sample review period
is four years data from 2017 to 2020 and the total of observations is 48. The objective of this
research is to find out the factors affecting performance that have a relationship with the FTSE
Bursa Malaysia Emas Shariah Index under Shariah Compliant Index on Bursa Malaysia.
Regarding this study, there are many factors that affect the performance which comprise the
Emas Index. There are three factors to be highlighted in this study which is Interest Rate,
Inflation and Exchange Rate. In this study, a multiple regression model was used to analyze
the relationship between each factor to the dependent variable which is the Shariah Index that
will be measured by using Price Index. A solid understanding of this discussion will be very
extremely useful to the management of the company who will be the person in charge in
choosing the form of financing that the company should use in order to minimise the risk. In
short, through this research will indicate that a greater of performance, the higher risk will be

encountered.



CHAPTER 1

INTRODUCTION

1.1 INTRODUCTION

In this chapter, was explain the introduction of my research topic which includes the
background of the study, problem statement, research questions, research objectives, scope
of the study and limitations of the study. The definition of key terms of interest rates for inflation
rates and exchange rates will also be explained in this chapter for further understanding

towards my research study.

1.2 BACKGROUND OF THE STUDY

Index is a method of tracking the performance of a group of assets by a standard. Also
an index measures the performance of a group of securities intended to mimic a particular area
of the market. Known as indexing, one of popular investment strategies, also created to
measure other financial or economic data such as interest rates, inflation, or manufacturing
output. Often serve as benchmarks again which evaluate the performance of portfolio’s returns.
Earlier 8 february 2020, CGS-CIMB has said that the sustained outperformance of the shariah
indexes over conventional stock indexes has led to more interest in shariah-based investments
with the total Islamic assets under management (AUM) at RM217 billion as at end-December
2020.

The FTSE Bursa Malaysia Index was launched on 26 June 2006 except for
FTSE Bursa Malaysia Hijrah Shariah Index and FTSE Bursa Malaysia EMAS Shariah Index
are launched on 22 January 2007 and 21 May 2007. However, Bursa Malaysia Indices was
existing ones are calculated using the capitalization weighted method. Capitalization weighted
is the total value of company’s shares which is listed based on the current market price. In
general, Shariah compliant index is a place that promotes Malaysia as a regional centre of
Islamic finance. Furthermore, to perform the Shariah index there are four Shariah compliant

securities that have been introduced by Bursa Malaysia.



