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Comparison of Pricing Mechanism Between Sukuk and Conventional Bonds:
An Econometric survey of Malaysia’s Financial Market
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Abstract:

This study aims to model the Islamic Sukuk, analyze their pricing mechanisms,
and compare them with the conventional bonds through measuring the returns of each
using the following models: GARCH, ARMA, ARCH, TGARCH,relying on the time
seriesof daily returns related to the period from 09/02/2013 to 06/07/2021and taken
from the Dow Jones Index.

The study concluded that the fluctuations of Islamic Sukuk returns are lower than
those of conventional bonds
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Variable Coefficient Std. Error z-Statistic Prob.
AR(1) 0.855197 0.040367 21.18562 0.0000
AR(Z) 0.072933 0.024829 2937411 0.0033
MA(1) -0.824950 0.037950 -21.73783 0.0000

Variance Equation
C 5.95E-09 2.61E-10 22.81885 0.0000
RESID(-1)/\2 0.112271 0.003912 28.70107 0.0000
RESID(-1)A2*(RESID(-1)<0) -0.101254 0.004559 -22.20926 0.0000
GARCH(-1) 0.950898 0.001065 892.6141 0.0000
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Variance Equation
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GARCH(-1) 0.740812 0.031777 23.31266 0.0000

T-DIST. DOF 3.318956 0.271497 12.22467 0.0000

Eviews(12) meliy @lo e sbexe¥l (o ldl slue] (o 2 yaiall

=iy dxllany a8 sl GARCH 4ble (o z35ai crusl Dbond dlukus § of Lasdl < Jolally

il z3geill @llas S5 GARCH(1,1) 7350l oS (ARMA(2,2) 7350l (61) Jassgill 73903 Blgs cralss

lidd ARCH-LM - shlas | of J) 38LaYL «culiad) Wolas of Jasgall Aolas @ slow Libias] Ligins

51asl) 0.05 (o Leles 2T <68 abasy giall () Eam> ARCH 4S5 se2g pue ) lal 730l

235l o Dsukuk dludes 3 7390l 3lsed JUll GlasYl aiseall of Luzg 55T AasdeS (35

@ o9 52 LS T-Student a395 oS Dbond Aludus 73503 @lsd JULl a3l o cn> (3 ¢ el
(04) Jguz) (o ps¥1 el

:854ll ARMA-GARH 7 3Leid Jo il gsleall il v/

576 2022 ¢lgz — 01 saadl /07 wlmll  ISSN:2507-7244 ® Aol iaad | Apaiilly slaiiadly Jigaid! Alzme



g

} LN L) gkt gl a3 Otk 0 Ly og g S| Sl pad Al o Aat g
yuill ARMA-GARH z3Leid oy il gyluall colyni¥l :(04) o, JSCaJI
Dbond 41l Dsukuk 4l
.0030 014
.0025 012
.0020 00
008
.0015
006
.0010
004
.0005
042
.0q00 odo
13 14 15 16 17 18 19 20 2t 3 14 15 16 17 18 19 2 2
—— Conditional standard deviation . -
—— Conditional standard deviation

Eviews(12) meliy @lo e sbexe¥l Ll slae] (o 2 yuuall

oy S—| 1T V)

Sl e Layliey L)l sl paaud @bl dilmiy Ao J) Awhull sia cidua
GARCH, ARMA, ARCH, TGARCH z3lui alaziwly ldag lege IS wlse (ol M5 (o Lalasl]
Lle J) 2013/09/02 (pe sazell 3ally dalaill Aasedl ilsall B3l Judladl e 3§ slaze¥ly
Jsa¥! paid Byl s § Ayl o uelus Uy « Jis2gls yde oo Laylasl @3 (&l 2021/06/07
HsSally ciluiadl § dlics Luadla¥ly Zpudadl U
el il 1V

Able Slool alusiwly auossll L] e AlM UglaS duweliall dulyull miln cisle wdg
JWIS Ayl e W Jgua¥l wilge Julmiy ddad S5 (e GARCH
31 LS e 8- oo slasy 2l 2l o o) 8atue Ll of (01 03y Jgazll) gl oylal -
.(0.0001 ;e
Ja 7350l LS AIC Asliasy! claglall yulas e slaie¥ly ARMA z3lai yudas S5 (e -
Ll L2 235l GIS ARMA(2,2) 735l oof ¢n>  ARMA(2,1) 7350l g8 Dsukuk el
.Dbond
z 35l s Dbond dlulug Dsukuk Aules (o JST @Dy Lia¥ 7z 30l T J) daelyd) limgs -
Jlst) e ARMA-GARCHZ 35001 JARMA-TGARCH
P ol Sleasall Il SSlia Ja Jod=iy sLas! Jolas TGARCH z3las o0 dlyull cxissl -
Lol Aalall Aayd o e (3 Joumdl UM (o Lol (ale Bamy 2nliasYl @uall o landd! cililas
Slodall o) aples¥ LM o ;s Lo a9 (0.101254-) Lilias]| Ligiasy dlu Ll S)L sde

2022 glg> — 01 suall /07 b=l ISSN:2507-7244 ® daliwd | deoiills sLaiil¥ly Jogoid] Alza



(S L) I (gl Arch 53— | 0 iyl oS Sl otaadd ol ...

U 3 oS Dsukuk Audes @ (Adladl Sloauall) 53X G slasdl ldas e 481 4l LS (Al
Slesyall sia 5 IaLs Lusg Dbond ddw

e dl Gl fda 2.1V
(b Aall (e Aegame by (Say Ayl il J) 1ol
o e @ Lagmdl s Llas 4! AU @lgoX) Luosias Blelis 895 -
Agadanl U elesi
Ladatll laiad! paad Sl e latue 0985 bl oSall paad ol slx) -
ST e b 4l aan Lellacy
GelaS g Ladly laay didoay b ! sbaidY! Jlme @ wliall lalyldly plea™l -
Aolaisyl
el 5L81 3.1V
ALY deSaall o Cilises pnud Ainyle 9 Wylae 2l shn) -
Lt Sl dapo9 5l oo lgny Aalate Apulid dulys -
A Sl dsll el b Julxs -
: |19 DY ¥ -V

1. Bollerslev, t, jeffrey, R. r., & Mark, w. w. (2010). Volatility and time series Econometrics.

2. burnham, & anderson. (2002). model selection andinference: a partical information
theoretic approach (éd. 2). new york: springer-verlag.

3. Christian, f,, & Jean, M. (2010). GARCH Models Structure, Statisticall frence and financial
Applications. john wiley & sons Ltd.

4. Copeland, T. E,, & Weston, j. F. (1979). Financial Theory and corporate policy (éd. 2nd ed).
China: Pearson Edu amazon Co.

5. Dahlvid, C,, & Granberg, P. (2017). The Leverage Effevt: Uncovering the true nature of U.S
asymmetricvolatility. finance U.S.A: lund university , 04. finance U.S.A: lund university.

6. Gitman, L, Chad, )., & Lawrence, J. (2009). Principles of Managerial Finance. Boston
pearson international , p. 25.

7. Glosten, L., Jagannathan, R, & Runkle, D. (1993). On the relationship between the
Expected value the volatility of the nominal Excess Return on stocks. journal of finance , 48.

8. GUP, B. (1983). Principal of finanwial management (éd. 2nd ed). new york: johnwilley &

soninc.

578 2022 ¢lgz — 01 saadl /07 wlmll  ISSN:2507-7244 ® Aol iaad | Apaiilly slaiiadly Jigaid! Alzme



9. Hyndman, R. J. (2002). ARIMA Process In: The InformedStudent Guide to Management
Science. H. Daellenbach and R. Flood cengage Learning Business Press.

10. Krichen, N. (2013). Islamic Capital Markets Theory and Practice. singapore: john wiley.

11. oubiyatuhulla, i. b. (2013). Ismaic Capital Markets. singapore: john wiley.

12. Robert, a. h. (2010). the capital asset princing model. 1 sted ISBN.

13. Ross, A, Westerfield, j. F., Ronaldolph, w., jaffe, j., & bradford, D. ). (2008). Modern

Financial management (éd. 8th ed). ISBN: McGraw-Hill_companies inc.

2022 glg> — 01 suall /07 b=l ISSN:2507-7244 ® daliwd | deoiills sLaiil¥ly Jogoid] Alza



