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ABSTRACT

This research aims to investigate the relationship of macroeconomic variables on
Malaysia Islamic Stock Market by examining consumer price index, industrial product
index, money supply, exchange rate, Islamic Interbank Rate as the independent
variables wether its influence toward and FTSE Bursa Malaysia Emas Shariah Index as
the dependent variable or not. The study 1s conducted for a period from January 2010
until January 2021 (133 observations) on monthly basis. Secondary data are used in this
study which is the data is collected from the website of Thomson Reuters Eikon and
Bank Negara Malaysia. Time-series data are used, and Descriptive Analysis,
Correlation Analysis and Multiple Regression Analysis are conducted for this research.
The finding of this study showed that industrial production index has positive
significant impact towards the FTSE Bursa Malaysia Emas Shariah Index. Meanwhile,
money supply, exchange rate and Islamic interbank rate have the opposite result which
is insignificant impact to the FTSE Bursa Malaysia Emas Shariah Index. As for
consumer price index must be omitted from the model because it has high correlation

toward another independent variable.
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CHAPTER ONE

INTRODUCTION

1.1 Introduction

This level of instability produces anxiety for many parties since economic
conditions have an impact on stock market prices. Academic and practitioner research
has focused on the interactions between stock market and macroeconomic issucs (Kwon
& Shin, 1999). Not just for industry players, but also for macroeconomic policymakers,
understanding these inter-relationships between stock market and macroeconomic
tactors is critical. The health of an economy, as well as the depth of its capital markets,
are critical for the creation of a strong real sector in the system and the development of

any country (Vejzagic, M. ,2013).

In recent decades, Tslamic finance has garered a lot of worldwide attention, and it
has drawn a lot of capital from both Muslim and non-Muslim investors. Islamic finance
is controlled by Sharia law, which prohibits interest (riba), excessive risk-taking
(gharar), and gambling (maysir}, while promoting risk-sharing, asset-backed financial
transactions, and ethical investing. One aspect of Islamic finance that has received a lot
of interest is the establishment of Islamic equities indexes to measure the performance

of Sharia-compliant firms.

Economists, politicians, and the investment community have been curious about
the variables that impact stock market behaviour and macroeconomic issues for a long
time. Not just for business participants, but also for economic policymakers,
recognising these interrelationships between the stock market and macroeconomic
concerns is critical. The state of an economy, as well as the depth of its capital markets,
are both crucial for the growth of a strong real sector in the system and any country's

SUCCESS.

There has been a lot of study on the link between the stock index and various
macroeconomic indicators, both in established and emerging nations (Maysami & Sims,
2002, 2001a, 2001b; Singh, Mehta, & Varsha, 2011; Samadi, Bayani, & Ghalandari,

2012), Malaysia's economy is shifting from a middle-income to a high-income country,



