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ABSTRACT

Emerging market and Islamic financial instrument have become very popular
among investors globally, it made investors questions what if both of the subject
combines becoming emerging markets Islamic index and how will it perform when
several factors such as the macroeconomics and oil price make a move. The explanation
to it have several ways as previous studies relied on different test on data but most shows
almost similar results. This research paper use data from Bloomberg, Eikon Thomson
Reuters, Bank Negara Malaysia, World Bank Data and Trading Economics. The data

will be test on descriptive analysis, correlation analysis and regression analysis.
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Chapter 1

Introduction

1.0 Overview

This research paper focuses on the relationship between Emerging Market
Islamic Index, brent crude oil price and selected macroeconomics variables from an
emerging country, Malaysia such as Gross Domestic Product (GDP), Interest Rate (IR),
Inflation Rate (Inf.) and Money Supply (M3).

1.1 Background of Study

In the past years, Islamic Financial index or market has been receiving a massive
inflow, attracting both investors Muslim and non-Muslim (Slah Bahloul, Mourad
Mruoa and Nader Naifar, 2017). The development of shariah compliant markets also
shows a continuous bull trends overtime (Ho, C. S. F., Abd Rahman, N. A., Yusuf, N.
H. M., & Zamzamin, Z. 2014). Islamic finance follows the Shariah which is an Islamic
law that prohibits riba (interest), gharar (unnecessary risk taking), maysir (gambling)
and it promotes sharing of risk and profit, asset-backed financial transactions and
righteous investments (Shamsuddin, A. 2014). Islamic finance also prohibits
investments that was consider from non-ethical sectors like related to alcohol, pork,

tobacco, etc. (Selim baha Yildiz and Abdelbari El khamlichi 2017).

One of the most anticipated sections of Islamic finance market by investors is
the growing Islamic indices that specifically designed to track the performance shariah
compliant publicly traded companies (Slah Bahloul, Mourad Mruoa and Nader Naifar,
2017). Islamic indices were firstly launched in the late nineties (Slah Bahloul, Mourad
Mruoa and Nader Naifar, 2017). Islamic indices were launched to provide Muslim
investors align with their beliefs while help non-Muslim investors an opportunity to

diversify their portfolios (Selim baha Yildiz and Abdelbari El khamlichi 2017).

In the global economy, emerging markets have reached a tipping point where
most of the emerging countries growth rate has been in the double digits figure for years
until the 2008 global financial crisis put a new reality and some nations have seen a
slowdown (Selim baha Yildiz and Abdelbari El khamlichi 2017). Emerging markets

equity markets are now selling at a significant discount compared to the developed



