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ABSTRACT

The purpose of this study is to identify the dynamic relationship between
macroeconomic variables such as economic growth, income, interest rates, inflation,
and money supply toward total return of Islamic Real Estate Investment Trusts (REITs)
in Malaysia and Singapore. The monthly data is collected from 1! January 2010 until
31% December 2019. From previous literature, each macroeconomic variable has
different influence across Asian REITs market. Therefore, the researcher would like to
investigate the relationship between total return of Islamic REITs and their respective
macroeconomic variables. Ordinary Least Square method is used to determine the
relationship between gross domestic product (GDP), real personal income (RPI),
overnight policy rate (OPR), consumer price index (CPI) and money supply (M3)
toward total return of Islamic REITs (TR). The result of correlation analysis showed
that correlation coefficients for all variables are significant. Besides that, Multiple
Linear Regression showed that RPI and OPR have positive effect on a total return of
Islamic REITs whereas M3 has negative effect on total return of Islamic REITs. Based
on Cointegration test, GDP, RPI and CPI are cointegrated with total return of Islamic
REITs while for Causality test, there is bidirectional basis between M3 and RPI and
also unidirectional basis relationship between GDP and TR, RPI and GDP, CPI and
GDP, CPI and RPI, OPR and RPI, TR and M3. The findings can assist investors to have
better estimation and understanding prior to decision making on investment by study
the distinction impact of macroeconomic variables on Islamic REITs market.

v



ACKNOWLEDGEMENT

First and foremost, praises and thanks to God, the Almighty, for His showers of
blessings throughout my research work to complete the research successfully.

I would like to express my deep and sincere gratitude to my research supervisor,
Dr. Surianor Kamaralzaman for providing invaluable guidance throughout this research.
Her dynamism, vision, sincerity and motivation have deeply inspired me. It was a great
privilege and honour to study under her guidance. I am extremely grateful for what she
has offered me.

This thesis is dedicated to my parents for their love, prayers, caring and sacrifices for
educating and preparing me for my future. It is my privilege to thank my mom and dad
for their constant encouragement throughout my research period. I am very much
thankful to my siblings for their love, understanding, prayers and continuing support to
complete this research. My family kept me going and this research would not have been
possible without them.

Finally, I humbly extend my thanks to all concerned friends for helping me survive all
the stress throughout this research and not letting me give up.

This piece of victory is dedicated to all of you. Alhamdulillah.



TABLE OF CONTENTS

Page

CONFIRMATION BY PANEL OF EXAMINERS ii
AUTHOR’S DECLARATION iii
ABSTRACT iv
ACKNOWLEDGEMENT v
TABLE OF CONTENTS vi
LIST OF TABLES X
LIST OF FIGURES xii
LIST OF PLATES xiii
LIST OF SYMBOLS xiv
LIST OF ABBREVIATIONS XV
CHAPTER ONE: INTRODUCTION 1
1.1  Background of Study 1
1.2 Problem Statement 10
1.3 Research Questions 11
1.4 Research Objectives 11

1.4.1 Main Objective 11

1.42 Specific Objectives 12
1.5  Hypothesis Statement 12
1.6 Scope of Study 14
1.7  Limitation of Study 14
1.8  Contribution of Study 15
1.9  Definition of Terms 17
1.10  Organizational of Study 20
1.11  Summary 21
CHAPTER TWO: LITERATURE REVIEW 22

2.1 Introduction 22

vi



