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Attempt to Measure Islamic Market Indices Performance: Evidence for Dow Jones Indices.
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Abstract: The purpose of this study is measure efficiency of Dow Jones Islamic Indices.

For this object we use Sharpe ratio, Treynor ratio and Jensen's Alpha to estimate the efficiency of
Dow Jones Islamic Indices in four (04) regions: Asia, Europe, USA and World, and for predicate
returns of those indices we used Generalized Autoregressive Conditional Heteroscedasticity model
to estimate Jensen's Alpha equation.

Our principle findings are: The financial performance of indices is fitfully, and the financial
performance of Islamic Indices is nearly of those Benchmarks, the result of modeling Islamic
Indices retunes showed that 80% of changes in Islamic Dow Jones indices explained by the
changes in Industrial Dow Jones.

Keywords: Islamic Market Indices; Efficiency; Islamic Dow Jones indices, Sharpe ratio, Treynor
ratio, Jensen's Alpha
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#2015-2001 558l J3a DJI100 sise 3 g2l (S Ll )Y Adls a5 2(2) Q8 JSIY

Date: 04/16/15 Time: 08:06
Sample: 1/02/2001 3/30/2015
Included observations: 3715

Autocorrelation Partial Correlation AC PAC Q-Stat Prok

=g

smo oo S0
===

e

DOONONAWNDOONONAWN
8]
8]
N
©
o]
9]
N
]
0
N
9]
©
0

Nadddddaaaaa

21 0.004

N
N
1

o]
o]
0
©
1

Q0000000000000

o]
0
0
-4
0
-
A
®

i

1

1

! - 000
! 1| 22 0.002 0.002 75.155 000
1 ! 24 -0.029 -0.040 78.272 000
! ' 25 0.023 0.025 80.208 000
i 1| 26 0.002 0.002 80.221 000
i i 27 -0.002 -0.002 80.243 000
0 1 28 0.015 0.014 81.138 000
! ' 29 0.035 0.032 85.729 000
i i 20 0.008 0.002 85.868 000
i ifi 21 -0.005 0.004 85.9866 000
! ! 32 0.026 0.031 88.420 000
i ! 33 -0.002 -0.0128 88.643 000

-0.052 -0.043 98.620
-0.042 -0.035 107.31
236 0.012 0.012 108.56

EViews.7 gt » e sldie Y opfialill slae | (e 1 jaadll
2015-2001 58l J3& DIINDUS dise 23l 2l 313l Ll ¥ Al a5 1(3) oy IS
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0
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0
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Date: 04/16/15 Time: 08:57
Sample: 1/02/2001 3/30/2015
Included observations: 3715
Autocorrelation Partial Correlation AC PAC Q-Stat Prob

| 1 1 -0.090 -0.090 29.855 0.000

i | 2 -0.035 -0.043 34.420 0.000

1 | 3 0.028 0.021 37.326 0.000

il i 4 -0.008 -0.005 37.575 0.000

i 1 5 -0.042 -0.041 44.046 0.000

i | 6 -0.014 -0.024 44.828 0.000

I | 7 -0.020 -0.026 46.292 0.000

1 | 8 0.053 0.050 56.676 0.000

i | 9 -0.030 -0.023 ©60.108 0.000

i i 10 0.014 0.013 60.890 0.000

i 11 0.014 0.010 61.573 0.000

| 12 -0.020 -0.017 ©63.074 0.000

| 13 0.026 0.026 65.513 0.000

| 14 -0.024 -0.022 6&7.580 0.000

| | 15 -0.028 -0.027 70.495 0.000

1 | 16 0.033 0.023 74.577 0.000

1 | 17 0.034 0.041 7F8.775 0.000

I | 18 -0.063 -0.054 93.366 0.000

il 1 19 -0.014 -0.026 94.0592 0.000

i i 20 0.002 -0.007 94.076 0.000

i ! 21 -0.017 -0.019 95.178 0.000

i i 22 -0.011 -0.007 95.617 0.000

1 i 23 0.019 0.015 96.961 0.000

L] | 24 -0.026 -0.030 99.453 0.000

i i 25 0.010 0.003 99.816 0.000

L] i 26 -0.017 -0.016 100.95 0.000

i i 27 0.002 -0.003 100.96 0.000

1 | 28 0.019 0.019 102.28 0.000

] | 29 0.014 0.019 103.03 0.000

i | 30 0.016 0.018 103.96 0.000

i i 31 0.011 0.016 104.44 0.000

1] i 32 -0.006 0.000 104.56 0.000

i i 33 -0.002 -0.010 104.58 0.000

o 1 34 -0.033 -0.029 108.65 0.000

i | 35 -0.063 -0.062 123.38 0.000

ﬂl i 36 0.002 -0.016 123.40 0.000

EViews.7 zabin e daie YU ohalill dlae) (e : jradll
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#2015-2001 3_5l M DJI100 -9« ) 52l Philips-Perron Test g s :(4) o8 JSAl

Null Hypothesis: DJINDUS has a unit root
Exogenous: None

Bandwidth: 6 (MNewey-\VWest automatic) using Bartlett kernel

Adj. t-Stat Prob.™

Phillips-Perron test statistic -66.96180 0.0001
Test critical values: 126 level -2.565585
5% level -1.940909
10% level -1.616642

*MacKinnon (19968) one-sided p-values.

Residual variance (no correction)

0.000135

Test critical values: 1% lewel
5% lewel

10%% lewel

-3 431925
-2 852121
-2 557123

HAC corrected variance (Bartlett kernel) 0.000125
Hull Hypothesis: DJIMNDUS has a unit nooit
Exogenous:. Consitant
Bandwidth: 7 (MNewseyw-West automatic) using Bartlett kermel

Ad) t-Stat Prok»_ >
FPhillips-FPaermon test statistic -5 07082 OO0

*Mackinmnon {1996) one-sided p-values._

Residual variance (no correction )
HaC cormected variance (Bartlett kermel)

0000134
O o001 22

Null Hypothesis: DJINDUS has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 7 (Newey-VWWest automatic) using Bartlett kernel

Adj. t-Stat

Probk.™

FPhillips-FPerron test statistic

Test critical values: 1% lewvel
5% level
10%0 level

-67.08761
-3.960511
-2.411015
-3.127323

O.0000

"MacKinnon (1998) one-sided p-values.

Residual wvariance (no correction)
HAC corrected wvariance (Bartlett kernel)

0.0001324
0.000122

EViews.7 g<bin e e YU ohalill slae] e 1 jradll

#2015-2001 5_5l A DJINDUS ) 52! Philips-Perron Test gea s :(5) &8 JSil

MNMull Hypothesis: DJINDUS has a unit noot
Exogenous: MNMone
Bandwidth: & (Mewey-West automatic) using Bartlett kermnel

Ad). t-Stat

Proib ™

Phillips-FPaermon test statistic

Test critical values: 1% lewel
S lewel
10% lewel

-56 96120
-2 5955585
-1. 940909
-1. 615542

o000 1

*Mackinmnon {199 one-sided p-wvalues.

Residual variance (no correctiom)
HaC corrected variance (Bartlett kermel)

0000135
oO.000125
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Null Hypothesis: DJINDUS has a unit root

Exogenous: Constant

Bandwidth: 7 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prokb ™~
Phillips-Permon test statistic -67F 07082 o0.0001
Test critical values: 1% lewel -3.431925
5% lewel -2 862121
10% lewel -2.56T123
*Mackinnon {19956) one-sided p-values.
Residual variance (no correction) 0.000134

HAC comected variance (Bartlett kernel)

Q. o00122

Mull Hypothesis: DJINDUS has a unit noot

Exogenous. Constant. Linear Trend

Bandwidth: 7 (MNewey-WWest automatic) using Bartlett kermel

Ad). t-Stat

Prob ™

FPhillips-Permon test statistic

Test critical values: 1% lewel
5% lewel
10%% lewel

57 08761
-3 950511
-3 411015
-3 127323

00000

*MackKinmnon {1996 one-sided p-valuses._

Residual variance (no correcticn )
HaC corrected varniance (Bartlett kermel)

o.0001 34
O.000122

EViews.7 gzl n e alie YU gahaldl slae) (a2 jaadll

LA Sl I bl Slssh QWY S s o 1(2) o3y Jed

EViews.7 gebi e slaie Wl cpiald) slac) (e jdaall

(7861 . pa) cdaadus) g Cilpiige elal Lulstl Alglae

-74 -
/4



—2018/(01)18 — ISSN 1112-3613 L) dlsa

Normal distribution xubll &5l 38 SGARCH(1.1) z3se3 a5 1(6) A8 JSAN

Dependent Wariable: EDJIT100

Method: ML - ARCH (Marquardt) - Normal distribution
Date: O2/23/15 Time: 09:46

Sample: 1/02/2001 3/30/2015

Included ocbservations: 3715

Convergence achieved after 13 iterations

Presample variance: backcast (parameter = 0.7 )
SARCH = C(3) + C(4 )" RESID(-1)"2 + C(5)"SARCH(-1)

Wariable Coefficient Std. Error =-Statistic Prob.
L -0.003472 o.0001082 -32.18474 0.0000
EDJINDUS o. 787945 O.005154 152.8730 o.0000
“Wariance Equation
(= 1.17E-O07 3. 10E-08 3. 784997 o.0002
RESID(-1)"2 o.052318 0.0049683 10.54205 o.0000
SARCHO-1) 0.942395 0O.005350 17FE&. 1533 O.0000

R-squared
Adjusted R-squared
S.E. of regression
Sum sqguared resid
Log likelihocod
Durbin-VWatson stat

O 71562
o. 7915086
o.004558
o.080922
15192.33
2115110

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwar= criterion
Hanmnan-Quinn criter.

-0. 016621

o.0o10224
-8.1768223
-8 1687851
-8.173244

EViews.7 gt » e aldie Y opfialill slae | (e 1 jaadll
Student's t distribution < siv 558 335 GARCH(1.1) g3 53 goa (7)) 8 IS

Dependent “Wariable: EDJI100

Method: WML - ARCH (Marquardt) - Student's t distribution
Date: O09/23/15 Time: 09:48

Sample: 1/02/2001 3/30/,2015

Imncluded observations: 3715

Convergence achieved after 168 iterations

Presample variance: backcast (parameter = O.7)
SARCH = C(3) + C(AyYRESID({(-1)"2 + C((5)"GCARCH({-1)

“Wariable Coefficient Std. Error =-Statistic Prolk.
L -0.003416 O.000118 -29.01043 o.0000
EDJINDUS O. 791876 O.00s305 125 .5978 o.0000

W ariance Equation

L 1.45E-07 4. 45E-08 3.255566 o.0011
RESID(-1)»"2 o.0520782 O.00sT7T8e T.BT 1276 O.0000
SARCH-1) o.240269 O.007415 126.8137 o.0000
T-DIST. DOF 92.809388 1120518 8. 754337 o.0000
R-squared 0. 791484 Mean dependent var -0.016621
Adjusted R-squared O. 791428 S.D. dependent var 0.010224
S.E. of regression O. 004559 Alkaike info criterion -28.2037F70=2
Sum sqgquared resid o. 080952 Schwar=z critericon -B8. 193662
Log likelihood 15244 .39 Hanmnman-Quinn criter. -8.200134

Durbin-VWatson stat 2. 122084

EViews.7 gt _» e e YL sl dlae ) (e 1 jaadll
Generalized error distribution &) 55 38 SGARCH(1.1) 73 5«3 i 5:(8) a8 JSI

Dependent “YWariakle: EDJI100O

Method: ML - ARCH (Marguardt) - Generalized error distribution (GED)
Date: O9QU/23/185 Time: 09:54

Sample: 1/02/2001 3/30/2015

Included chservations: 3715

Convergence achieved after 18 iterations

Presample variance: backcast (parameter = 0.7 )

SARCH = C({(3) + C(a4)"RESID(-1)2 + C((5)ySARCH({-1)

Wariable Coefficient Std. Error =-Statistic Prolk.
[ -0.003412 oO. 000115 -29.60732 oO_.0000
EDJINDUS o.rFyoez124 O.00s081 130.2578 (e elelele]
Wariance Eqguation

[ 1.35E-07 4 48E-08 3.001284 o.0027
RESID(-1)"2 o. 052820 oO.00se922 T.e30218 o_00o0
SARCH(-1) 0. 940563 O. 007511 1252271 o_0000
SED PARAMETER 1.503308 0031566 47 62459 o_0000

R-sguared
Adjusted R-sqguared
S E. of regression
Sum sqguared resid
Log likelihood
Durbin-VWWatson stat

oO.7FoO1477
o.Fo14z=21
oO. 004569
0. 080955
15235 .64
2.122507

MMean dependent wvar
S.D. dependent var
Alkaike info criteriomn
Schwwarz criterion
Hamnmnanmn-Cuinmn criter.

-0 015521

0. 010224
-28.198999
-8.188953
-28.195424

EViews.7 gt » e aldieYu ofialill slae | (e 1 jadll
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Date: 09/23/15 Time: 10:12
Sample: 1/02/2001 3/30/2015
Included observations: 3715
Autocorrelation Partial Correlation AC PAC Q-Stat Prob
i) 1 1 0.008 0.008 0.2158 0.6842
i i 2 -0.000 -0.001 0.2187 0.897
1 11 3 0.011 0.011 0.6893 0.876
1 11 <4 0.018 0.018 1.88268 0.757
i 1 & 0.001 0.001 1.8903 0.884
i 11 &6 0.009 O0.009 21927 0.901
i i ¥ -0.007 -0.008 2.3801 0.936
i i 8 -0.006 -0.0068 2.5054 0.961
i i 9 -0.009 -0.010 2.8324 0.971
i i 10 -0.014 -0.014 3.5835 0.964
i i 11 0.001 0.002 3.5916 0.2980
it i 12 -0.010 -0.010 3.9789 0.984
i 1 12 0.008 0.007 4.1005 0.990
i i 14 -0.007 -0.008 4.2616 0.994
i i 15 -0.015 -0.015 5.0941 0.g991
1 11 16 0.012 0.020 6.4591 o.g82
it i 17 -0.010 -0.011 68.82683 0.986
i i 18 -0.007 -0.0068 7F.0089 0.990
i 1 192 0.004 0O0.004 7.0830 0.994
i i 20 -0.002 -0.003 7.1059 0.996
i i 21 -0.003 -0.003 7.1487 0.998
i i 22 -0.005 -0.005 7.22685 0.999
i i 23 -0.002 -0.001 7.2394 0.999
it i 24 -0.012 -0.013 7.8805 0.999
it i 25 -0.00g8 -0.008 8.1443 0.999
i 1 28 0.001 0.002 £2.1503 1.000
i i 2¥Y -0.017 -0.018 9.2571 0.999
i 1 28 0.006 O0O.008 9.3987¥ 1.000
il il 29 -0.019 -0.019 10.742 0.999
il il 30 -0.017 -0.017 11.874 0.999
i i 31 -0.003 -0.002 11.917 0.999
it i 32 -0.011 -0.013 12412 0.999
1] i 33 -0.017 -0.018 13.545 0.999
i i 34 -0.013 -0.013 14.163 0.999
i i 35 -0.006 -0.005 14.282 0.999
i 1 26 0.002 0.003 14.302 1.000
EViews.7 g<bi_n e e YL phalill e ] e 1 jradll
cldaaY) ‘-A.c ARCH _al jlaal Cq\_u C.mﬁ(l()) a8 JE
Heteroskedasticity Test: ARCH
F-statistic 0. 215509 Prob. F(1,3712) o.6425
Obs*"R-squared 0.215813 Prob. Chi-Square(1) o.68424
Test Equation:
Dependent Variable: "W GST_RESID"2
Method: Least Squares
Date: 09/23/15 Time: 10:19
Sample (adjusted): 1/03/2001 3/30/2015
Included observations: 37 14 after adjustments
“Wariable Coefficient Std. Error t-Statistic Prolb.
Lo 0.995667 0.038207 26.05969 o.0000
WWGST_RESID™Z2(-1) 0.0076819 0.018413 0.4684229 0.8425
R-squared O.000058 Mean dependent var 1.003312
Adjusted R-squared -0.00021"1 S.D. dependent var 2100782
S.E. of regression 2.101004 Akaike info criterion 4. 323246
Sum squared resid 16385.57 Schwar=z criterion 4. 326595
Log likelihocod -80268.267 Hannmnan-Quinn criter. 4. 324437
F-statistic 0.215509 Durbin-YWatson stat 1.999937
Prob(F-statistic) o.842511

EViews.7 gt _» e e YL sl dlae ) (e 1 jdadll
elbad¥) o pagdall a5 il LA il pa s (1) 8 JSA

800 —
] Series: Standardized Residuals

700 | Sample 1/02/2001 3/30/2015
Observations 3715

8004

L Mean -0.020513

500 - ] Median -0.013120
Maximum 9.123407

400 Minimum -4.223314
Std. Dev. 1.001540

300+ Skewness 0.091332
Kurtosis 5.392026

200+
Jarque-Bera  890.8500

100 Probability 0.000000
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3 Catherine Soke Fun Ho, Nurul Afigah Abd Rahman, Noor Hafizha Muhamad Yusuf, Zaminor

Zamzamin (2014), "Performance of global Islamic versus conventional share indices:

International evidence", Pacific-Basin Finance Journal, Vol 28, pp 110-121.

* Osamah Al-Khazali, Hooi Hooi Lean, Anis Samet, (June 2014), 'Do Islamic stock indexes

outperform conventional stock indexes? A stochastic dominance approach’, Pacific-Basin
Finance Journal, Vol 28, Pages 29—46.
5 Fredj Jawadi, Nabila Jawadi, Waél Louhichi, (2014), "Conventional and Islamic stock price

performance: An empirical investigation", International Economics, Vol 137, pp 73-87.

® Hatem Derbel, Taoufik Bouraoui, Neila Dammak, (August 2011), "Can Islamic Finance

Constitute A Solution to Crisis?", International Journal of Economics and Finance, Vol. 3, No. 3;
pp 75-83.
7 Salina H. Kassim, Saqinah Kamil, (2012), "Performance Of Islamic Unit Trusts During The

2007 Global Financial Crisis: Evidence From Malaysia", Asian Academy of Management
Journal, Vol. 17, No. 2, pp 59 —78.
8 Abdelbari El Khalichi, Kabir Sarkar Humayun, Mohamed Arouri, Frédéric Teulon,(2014) "Are

Islamic equity indices more efficient than their conventional counterparts? Evidence from

major global index families", France: IPAG Business School, Working Paper, 2014-091.
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William F. Sahrpe, (1966), "Mutual Fund Performance', in: Journal of Bisness, [on line], Vol39,
Available On: < https://ideas.repec.org/a/ucp/jnlbus/v39y1965p119 . html> (April 2015), pp119-139.
10 Steven E.Pav, (2014), Notes on the Sharpe ration, [on line], Available On:

< http://cran.r-project.org/web/packages/SharpeR /vignettes/SharpeRatio.pdf> (April 2015), p3.

' Frej Jawadi, Nabila Jawadi, Wael Louhichi. (2014), "Conventional and Islamic stock price

performance: An empirical investigation’, in: International Economics. Vol 137, p77.

12 Muhammad Shahid, (2007), Measuring portfolio performance, [On Line], Project Report,

Department of Mathematics. Uppsala University , Available On:
<http://www.diva-portal.org/smash/get/diva2:304183/FULLTEXTO1.pdf> (April 2015), p26.
13 Sandeep Bansal, Deepak Garg and Sanjeev K Saini, (2012) 'Impact of Sharpe Ratio &

Treynor,s Ratio on Selected Mutual Fund Schemes"', International Journal of Applied
Engineering Research [On line], Vol.7,No.11, Available On:
< http://gimt.edu.in/clientFiles/FILE_R EPO/2012/NOV/23/1353646303667/90.pdt> (April 2014).
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16 Eugene F. Fama and Kenneth R. French, (2004)," The Capital Asset Pricing Model: Theory

and Evidence', Journal of Economic Perspectives, Vol.18, No.3, p32.
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Dow Jones Islamic Market Titans 100 Index, Fact Sheet, On line, Available On:

<http://www.djindexes.com/mdsidx/downloads/fact_info/Dow_Jones_Islamic_Market_Titans_100_

Index_Fact_Sheet.pdf>(April, 2015).
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21 Eric Zivot, Return Calculations, [On line], Available On:
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