CHAPTER 5

FINDINGS AND DISCUSSIONS (0\

5.1 Introduction

This chapter presents the findings and analysis of the ml results of the
study. Since the study focuses on the investigation of th % I,;Iamic financial
activities of Sukuk announcement, yield spread, and liquidity on s cw‘response,

three main research questions, each containing thre arch hypo e’, @been

formulated. To answer the three research questi e resedr ectiu@ave been
provided: (1) investigate the stock marketw n touﬁhe porat%ﬁ:uk issuance
announcement, (2) determine the ovement bet theéﬁv and seasoned

corporate Sukuk issuance yield spr@jn the st\n%ke \ 'I%Tbility, and (3) identify

N,
the effect of corporate Sukuk liguidi Qstoc

ketdiabidity. Thus, this chapter
consists of three main secti %ﬁrst[
w

&

n 5.2) provides the empirical

result of the first objec% stud}/ hi }Hveszyates the stock market reaction to
&
the corporate Sukukwi suancela \ﬂc me (he
from the analysq eco i '(see'e}%ﬁon 5.3) provides the empirical result of
¢
the second @ of the study, \&hi@/ ms to determine the co-movement between
"
the nem% songd .corporate @k issuance yield spreads on the stock market
h . X | o

volatilityathereby discussing t e@ﬁltobtalned from the analysis. The third section (see:

‘%.4) provides the empirical result of the third objective of the study, which aims
n

=

& tify the effect of corporate Sukuk liquidity on the stock market liquidity, thereby
iscussing the result obtained from the analysis. Meanwhile, Section 5.5 presents the

summary of the hypotheses tests.
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5.2 The Effect of Stock Market Reaction to Sukuk Announcements
This section presents and analyses the results of the first research questionw
aims to investigate the stock market reaction to the corporate Suk%\ance
announcement. This research question has the following three researc#%hes
H1:  Sukuk announcements in the Southeast Asia and GCC s Wmarkets are
associated with a negative abnormal return,
H2:  Announcements of Sukuk in the Southeast Asia Ya.re 'assomated with
lower negative abnormal returns compared to the’'GCC S u . and
H3:  Announcements of Sukuk that have a lon e-lapse ar ssbciﬁa‘wnh

higher abnormal returns.

Y‘

Following the formulations of the r explains how
the results of the study contribute to th nowe by investigating
the stock market reaction to the uncement. In the first
section, it presents the results escriptive sta ti s study; as shown in Table
5.1. The descriptive statisti ude the rlpt \etatlstlcs of corporate Sukuk
Issuances in Southeas%a d G , th d'es% ve statistics of corporate Sukuk
issuances for the nd thf de I tlve ics of corporate Sukuk issuance for

Southeast Asi NQe tion 5. F e&@tal tests and the results of the study are
¢
explalned Q he(r_ggressmn tests of the models for GCC and

tion /discuss
Southe Subsngmz; it c@ out the hypothesis testing using the following

|) the Durbin- Watss&?tatlstlc test for two-matched groups, (ii) stability test
curves). The section proceeds by performing further statistical analyses
ernlng the average cumulative abnormal returns followed by the regression results

fthe performance of the models.
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5.2.1 Descriptive Statistics

Table 5.1 reports the descriptive statistics of sample size for the study usedw
includes (1) time-lapse, (2) amount, (3) market capitalization, (4) tenor, an(%hpon
rate. These descriptive statistics could explain the stock market reactio corporate
Sukuk issuance announcement. The table produced by the descriptivetatistics shows
the number of observations (n=157) for the overall obser. aMthe number of
observations (n=120) for Southeast Asia, and the number o mors (n=37) for the

GCC. '\d

Ay
Table 5.1 presents the descriptive statistics for thedindependent tcfrs_:\(-l}[ime-

an% n ra@ﬁthin the

i fraer, It foundé’lx' the average
(mean) time-lapse of corporate Suku\%e announcement @17 days, and the

average (mean) for shares held by ﬂ@ﬁrket cﬁa&)n @910669.03, while the
N
average year’s tenor is 7.23 y%e deg\cripti Gtati@ indicate that the dollar

amount is USD237.00 million andthe I/ rce@of coupon rate is 4.89%.
As shown in Ta Zr GCC kountfies, thaescriptive statistics indicate that
4 f &
f

lapse, (2) amount, (3) market capitalization, (

corporate Sukuk issuance. For the overall

the average (mean) time-lapse T te Su Issuance announcement is 2.78 days

o
and the averag\( n) : '

co@‘fﬁte Sukuk issuance announcement is
USD467.07§ on, while the et&ge fn?an) shares held by the market capitalization

NN
IS USD% Within th or criteria of corporate Sukuk issuance announcements,

t e (mean) years of th@ﬁor is 7.89 years, while the average ratio of coupon
N

he
@orporate Sukuk issuance announcement is 3.78%.

Table 5.1 also presents the descriptive statistics for the Southeast Asia countries

Qalaysia and Indonesia) for the various control variables: (1) time-lapse, (2) amount,

(3) market capitalization, (4) tenor, and (5) coupon rate of the corporate Sukuk issuance.
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The descriptive statistics indicate that the average (mean) time-lapse for the corporate
Sukuk issuance announcement is 6.70 days and the average (mean) am?*s
USD43.57 (mean), and the average (mean) of shares held by the Mﬁ@ap is
USD8108,46 million. For the tenor, the average (mean) years of terﬁ!& 80 years
while the average percentage of the coupon rate is a ratio of 5.92%. Y'

Based on the descriptive statistics, the average time-lap. NGCC market is
2.78, which is less than the obtained mean for the Southea: mr t at 6.7 days. It
must also be noted that most of the announcements of CcC aW4%) have

Ly
ctual

zero time-lapse, as the announcements were made he same als t

ge anmo GCC f(ssuance is

304@3;mion. This
has@er issuances with

b(\many issuances with
lower amounts. The average t CC"s 7. yearsQ, ch is close to Southeast
Asia’s, which is 6.8 years. 1s seen) that &Ao pon rate for GCC Sukuk

issuances is, on avera%

2.14%, which resul rom the

issuance. In terms of the amount of issuance, t
USD467.07 million, while the amount for

difference may be explained by the fa&

higher amounts, unlike the South sia mar\w ic

1
to 3.78%, 's'sl t Southeast Asia’s that equals to

rket gom/mg the Fed policy as it is the largest

&
e
Based Ssﬁdesc ptive atgtl fj'lgcussed above, it can be noted that the mean

issuer within the,GC

NN
GCC rted .78 days compared to 6.70 days for Southeast

time- Ia

Aﬂ&lndlcates the shortem@'{e lapse available for potential investors in the GCC

c arket compared to Southeast Asia, which means that taking decisions towards

Q k announcements in the GCC takes less time due to the narrow period between the
u

kuk announcement and the actual date of Sukuk issuing. For the amount of Sukuk

issuance, despite the higher number of total issuances in Southeast Asia, 120 compared
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to 37 in the GCC, it can be noted that the mean of the issuance amount in the GCC
capital market is reported at 467.07 million dollars, while for Southeast Aw‘ﬂs
reported at 43.57 million dollars. This is due to the capital market structur@cc,
which regulates Sukuk issuances through the financial institutions, uﬂlee capital
market regulation in Southeast Asia that allows listed companiesio issue Sukuk
themselves. Furthermore, the tenor’s mean in the GCC is hig rMhat in Southeast

Asia by 1.09 years; the narrow difference is attributed to Mar tenor structure in

these two regions, as most of the issuances tenor within'the 5 to Oan-term).
L ]

| o Ny
The coupon rate means in Southeast Asia is higher hat for th Cf: %3 4%.

cb% in Southeast Asia
. NN
|ssn$rs rah coupon rate

due to the better investment opportwa SoutheaStyAsia, @vell as the wide

economic diversification, which is lﬁusthe G gm t@elies more on oil and
5. 0

gas projects (Aloui, Jammazi, % (ﬂ ; .

This is attributed to the higher competition in th

compared to the GCC Islamic bond mark

Table 5.1: i @te Sukuk Issuances

Factors n* M Std. Dev. UM**
Overall population (}V
Time-lapse 15 NO l 1.71 Days
Amount 1& ) Q ) 311.35 USD/million
Market cap \ 52 6‘ O'dei()'} 10669.03 12926.41 USD/million
Tenor % 0:00 .'20. 0 7.2300 3.23 Years
Coupon Q.Q/ 4.89 0.93 Ratio

71
(OE ’b)f <>
Malaysia ‘iz"
TinE-IaE 88 0 > 3. 712 Days
A% 88 \c'j . " USD/million

(]
4 10.00 2200.00 237, 311.35 il
a8 54 80929.38  10669.03 1292641  USD/million

88 0 20 7.23 3.227 Years
G pon 88 0 20 7.23 3.227 Ratio
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Table 5.1, continued

Factors n*  Minimum Maximum Mean Std. Dev. UM
Indonesia
Time-lapse 32 0.00 40.00 20.00 12.00 D
Amount 32 0.73 87.21 13.77 16.97 /million
Market cap 32 34.62 38201.00 5214.36 6328.05 %million
Tenor 32 1.00 13.00 5.16 2.68 Years
Coupon 32 7.5 13.75 9.80 1.28 Y. Ratio
Saudi V
Time-lapse 34 0.00 29.00 11.58 Y Days
Amount 34 400.00 7,000.00 2,018.93 ' USD/million
Market cap 34 86.23 36,051.00 9475.6 2411.03 USB/million
Tenor 34 0.00 40.00 8.48 3.9 gars
Coupon rate 34 0.00 4.56 3.2 1.7 , Ral QZ'
UAE s 2 f
Time-lapse 2 0.00 0.00 0. ays
Amount 2 100.00 200.00 133.3 63 SD/million
Market cap 2 180.00 14236.0 VQ?.O 5.52 éUSD/million
Tenor 2 0.00 5. % 5.00 3% Vears
Coupon rate 2 7.50 13& 9.65 i Ratio

\T
Qatar % \&
Time-lapse 1 0.00 @ A @0.00 Days
Amount 1 2000.00 0.00 2000.00 4.4/ 0.00 USD/million
Market cap 1 4000.00 \000. OO.OO\A 0.00 USD/million
Tenor 1 10.00 10. 10. 0.00 Years
Coupon rate 1 z 2. ( 0.00 Ratio
4 f &
Southeast Asia \ @ b
Time-lapse 1& @ 6.70 8.94 Days
Amount 0 ; \ 43.57 1.56 USD/million
Market cap 1 987 :' %{33 8108.46 9824.07 USD/million
Tenor 12 b 20 6.80 3.23 Years
Coupon %!O 3471 o~ 1375 5.92 2.25 Ratio
% LR ) S

GCCA \Y
Tim 37 0.00\"‘) 29.00 2.78 7.01 Days

N 37 0.026 1,866.27 467.07 1.04 USD/million
Market cap 37 12.59 19423.05 2560.57 3102.34 USD/million

or 37 0.00 40.00 7.89 6.58 Years

\Jpon rate 37 0.00 13.95 3.78 2.49 Ratio

v = Number of observations or No. of issuances

**UM = Unit Measurements
GCC = (1) Saudi Arabia, (2) the United Arab Emirates, and (3) Qatar
Southeast Asia = Malaysia and Indonesia
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5.2.2 Empirical Tests
This section examines the first objective of this study, in which three hyp

are developed to achieve this objective. Section 5.2.2.1 is assigned to @first
hypothesis that Sukuk announcements in Southeast Asia and GCC stdtkarkets are
associated with a negative abnormal return; this hypothesis is tesw the market
reaction model using event study methodology. Section 5.2. Ngned to test the
second hypothesis that announcements of Sukuk in the So Zk;a tock market are
associated with lower negative abnormal returns comp to th GWL( market;

used tq te ijh@;sis.

t% ementstof Sukuk
ghep?bn al reu,@‘v,qhe ordinary

least squares test is used to examine twaﬁesis. é
NS
S

5.2.2.1 Results of Cumulati\%ge A%nor Re&/ (Hypothesis 1)

Table 5.2 below reports. the ulr iVe average @mal returns for the two stock
t

the independent sample t-test and one-way ANOVA
Section 5.2.2.3 focuses on testing the third h

that have a longer time-lapse are associatedwith

market regions, Sout ia andfthe Cb,@sides reporting the cumulative

4 ¢ &
abnormal returns&lﬁe\count" \bl\ or fgﬂountries — Malaysia and Indonesia
egl

(Southeast Asiagregion) an rabic,/@nited Arab Emirates, and Qatar (GCC

S T3S
&

N
N

region).
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Table 5.2: Cumulative Average Abnormal Retu;Q?

“x
W'izr:’gg‘vtvs Cﬁﬁ‘R t- test N(I:ﬁ‘aﬁ‘;a t- test |n%§nAe§ia t- test .\ ’g‘ﬁR t-test C&R t-test
(0,0) 0.004*** 3.18 -0.005*** (4.02) 0.002 0.49 ?' -0.305 -1.76 0.009 1.38
(-1,+1) 0.009*** 3.51 -0.009*** (4.78) 0.007 1N -0.269 -1.15 0.015 0.37
(-2,+2) 0.010 0.60 0.009 0.14 0.007 W -0.466** (2.18) 0.029 1.39
(-1,+2) 0.013*** 1.98 0.011 1.21 0.017** %19 ' -0.197 -0.76 0.032 0.19
(-2,#1)  -0010  (L57)  -0.009**  (2.33) 0,015 (o.ll) . P29 116 0.042 0.71
(5+4)  -0.006%* (331)  -0.007 (159 -0.003%* ,& @o7g | 050 242 0042 (0.15)
(-5+15)  0.007 0.34 0007 (0.12) . -'054]’ Y 03e 296 0038  (0.95)
(-1+14)  -0.004**  (2.19)  -0006  (1.43) - T os7oe 408 0.038 0.36
(0,+3) 0002 (097)  -0.003**  (2.31) 0.896 0.13 0038  (0.12)
(-1,+5)  -0.003%**  (3.05)  -0.001***  (3.21) 1.195%* 2.19 0036  (0.63)
(0,+12) -0.008*** (2.89) -0.004 (1.80) 0.990 1.50 0.037 0.12
(0+7)  -0.014%* (452)  -00L1**  (556) 0.625%*  3.09 0032 (112

** is significant at 5% level, and *** is significant
CAARSA = Cumulative Average Abnormal Rﬂs or

s F &
SG¢
N / .?:l(j_)(.z

AP §
&



Table 5.2, continued

Event CAAR CAAR CAAR

windows _ Qatar test SEA - test GCC g
(0,0) -0.000 (0.09)  -0.625%** (3.09) -0.16
(-1, +1) 0.000 0.18 0.646 0.170 0.05
(-2, +2) 0.000 0.27 -0.369** (2.15) 0. 17* (0.78)
(-1, +2) 0.001 0.36 -0.830%* (2.87) - (0.50)
(-2, +1) -0.001 (0.45)  -0.250%** (5.33) o.osz 0.25
(-5, +4) 0.003 0.55 -0.460%** (3.06) N 2.38
(-5, +15) -0.002 (0.64) 0.450%* 3.15 Yﬁs (0.49)
(-1, +14) 0.003 0.73 0.860 . - 4.211* (27.49)
0, +3) -0.003 (0.82) 0.280 : -29.1gx* (36.71)
(-1, +5) 0.003 0.91 -1.077** 4.36) i !e*\*dv(zeeﬁ
©, +12) 0.005 1.00 -0.752 . |
©, +7) -0.004 (1.09) -1.497%* &eo) » 0.4% ‘;..\( 2.20)
** s significant at 5% level, and *** is signific % level. = N
CAARSEA = Cumulative Average Abnormal Returns &Kas: AsizQ\Y'

CAARGCC = Cumulative Average Abno& urn

As shown in Table 5.2, mo f th e
Southeast Asia stock markets have pemed negative s@nd are significant at the
0.01 and 0.05 level. The re of t ar‘kh[ reaction investigation are
categorized into three groups;, (1) neg‘;i?v ds @, cant reaction, (2) positive and
significant reactlon, nd (3 ons Ignﬁ rea@n In the overall sample, three event

ificant posmve abnormal return to Sukuk

windows were |th

announcemer@)e ent/wihd ;0,083(31,1), and (-1,2), while five event windows

were fou @'a SI |ca; and @tive abnormal return to Sukuk announcements
1,+14

(-5,4), ), (-1,+5), (O, +1é)§ﬁd (0,+7). For the Southeast Asia stock market,

a the 12 event study wﬁows, seven windows were found with negative and
%ﬁcam reaction; these windows are (0,0), (-2,+2), (-1,+2), (-2,+1), (-5,+4), (-1,+5),
OH) and one window with a positive and significant reaction (-5,+15). In the
Malaysian stock market, six event windows were found with a significant and negative
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abnormal return (0,0), (-1, +1), (-2, +1), (0, +3), (-1, +5), and (0, +7). In the Indonesian
stock market, six event windows were found with a significant and negative atwml
return (-1, +2), (-5, +4), (-1, +14), (-1, +5), (0, +12), (0, +7). For the GCC s@arket,
four event windows were found with a negative and significant reaction(®1t14), (0,3),
(-1, +5), (0, +7), and one event window with a positive and significantreaction (-5,4).
For the Saudi Arabia stock market, one event window was f nm a negative and
significant reaction (-2,2), and five event windows wit qg.t:/e' and significant

reaction (-5,4), (-5, +15), (-1, +14), (-1, +5), (0, +7). n be jhot oth stock
L

markets that no event window was found with a sign@wbnor alr rnlfo_rih}UAE
? 4

and Qatar. \
Hence, the overall stock market re%;r t Asiaé?E. GCC were

negative and significant; meanwhile, auastock ma

and significant reaction. The interpr(@ﬂsw for thls%gn t,l@\the two stock markets
N

(i.e. Southeast Asia and GCC) %\tribtﬁe t atw@gﬂeria of these markets, as

follows: (1) time-lapse (i.e. the ti beT ateof@hhouncementandactual date);

o

where the Southeast % ket h; ah ‘rlér <N'@-Iapse mean score at 6.7 days

.78 @hich can be noted from the earlier

Asi s%xfk market, as it spread over the first week

compared to the G tock mr

negative reactio

withim th
\ :
from the anES ement. In con

weeK lat P the a&)uncement date. (2) Market regulation; the late

(¢o]

!
sl,’ th(_(j C stock market reported a negative reaction
N

ado f a corporate gover@e’ code by the GCC security markets compared to the

%xt Asia market, which makes the investor decision process longer. The Saudi
et is considered to be the largest issuer of Sukuk within the GCC and relies more
n equity-based Sukuk, unlike the Southeast Asia market, which relies more on debt-

based Sukuk (Mahomed, Mohamad, & Ariff, 2018). Also, the lack of a secondary
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Sukuk market in the GCC has led investors to adopt a buy-hold strategy to maturity,
and there is no special committee for Shari’ah compliance in the Saudi marketwﬂ!m
contrasts with Southeast Asia.

The negative reaction from both stock markets, Southeast Asif;gGCC are
consistent with previous studies, such as Godlewski et al. (2013), AW al. (2013),

and Mohamed et al. (2017). This result is consistent with the EW order theory of

Myers and Majluf (1984), which contended that issuing flrancmg sends a

negative signal to the investors that hypothesized a signifigant re ctl the stock
market to the debt issuance announcements. Ross (1 onsidered tth @ctlon
from the stock market is due to the political, fi ial, ion ch@s within

the stock market. Therefore, a positive reactieq fr

arket )@Sl.rected more

ear‘@ﬂ‘te some previous

emotionally instead of assessing the r a< and retu

studies, such as Khartabiel et al. (2 found a\'ntl an qﬁ\a\posmve stock market

reaction to the Sukuk announ%post-ams riod, \@ the study of Elian and

&
Young Taft (2014) revealed significan I ositive n§§\ reaction for day [14], with

average announcemen% abnor“ I re ‘r‘r’s 0660/ which is attributed to the

market participants WOOk,fl@% : angcreased demand for Sukuk.
&)

A
) O
5.2.2.2 Be %nor al Re rrfT t (Hypothesis 2)

NN
F% rposé fstlga@ the second hypothesis, which assumes better
nm&returns of the Sou\ Asia stock market to the Sukuk announcements

—+

c d to the GCC stock market, the independent sample t-test and one-way

Q VA are used to examine the second hypothesis. Prior to running the independent
a

mple t-test and the one-way ANOVA, the normality test is conducted to meet the

assumption of variance test. Table 5.3 provides the normality test for both stock
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markets, Southeast Asia and GCC. The Skewness and Kurtosis for the two stock
markets samples are reported within the accepted range of between -3 ?'ﬂ

recommended by Groeneveld and Meeden (1984); this result confirmsﬁ%brmal

distribution of data. A

Table 5.3: Normality Test Q
a .V

. N Skewness Kurtosis
Region — — -
Statistic  Statistic  Statistic

Southeast Asia 21 -1.389 1.516

GCC 21 -0.881 -0.109 d‘ NG

The independent sample t-test is conducted@evelf)f Iegi S, W

_ . " N .
Southeast Asia and the GCC, and is based on ‘the c vel ofESQD‘theast Asia

(Malaysia and Indonesia). While for s@/ari

one-way ANOVA test is used for testing co

n th{GCC region, the

s. Ror the overall sample,

A
three countries, Saudi Arabia, UA? atar, are ¢ gorize@for the GCC region, and
“« Q-
five countries represent the OM ample sia, esia, Saudi Arabia, UAE,

N
and Qatar). Table 5.4 seni the resu‘ts 0 h? @nd standard deviation of both
Southeast Asia and Gc%ne cw;@ i a\f:\égg abnormal return obtained from the
event study meth@ be noted the r@ score of CAAR obtained for Southeast

Asia is equal @405 whic ?ilgh an the mean score of CAAR obtained for

GCC, W% .04(}8. ot niétgsignificantly different, as reported by the result
of the Sv test in Table 5.€; ;[E)Ié' esult confirms a significant difference between the
Ny

M 5.800. Thus, the Southeast Asia stock market is associated with lower negative

ormal returns compared to the GCC stock market. The lower negative abnormal
Qurn obtained in the Southeast Asia stock market is attributed to the market efficiency

market assumption, which expects less financial shock in well-structured stock markets.
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According to Azzam (2016), in 2014, the stock market structure of the GCC region was
heavily skewed towards bank assets, which formed about 58.8% of the total?ul
market structure, while the equity part formed around 34%, and debt secu t\abound
7.2%. Meanwhile, for the Southeast Asia stock market, it was around ﬁ% for bank
assets, 38.07% for equities, and 23.72% for debt securities (Regan,m According
to Brugler et al. (2020), the capital market structure reforms re uw intermediation
and lowered the costs of raising capital. To the extent that t matket suffers from
excess intermediation and illiquidity, carefully crafted et str chs could
| &

tween't C aqg outheast

improve investment and risk sharing in the economy.

Asia, the regulation and supervision of Sukﬂ@ nce IS dif;éégt.(e.g., Saudi

Arabia). Saudi Arabia is the Iargeslwa theé‘C capital market
(Khudari & Saad, 2019), but ther('ﬁj Iackﬂe%n @*between Sukuk and
u% 0 o

conventional bonds by the au Al-Harbi & & an, 2018; Alshamrani,

2014). Despite the similarity,in th uk' ruc rea@the GCC and Southeast Asia

countries, which are limi sevenl strugturés ﬂﬁukuk — Wakala, Hybrid, ljara,
4 ¢ &

Mudaraba, Mushar WUraba"u , amigehangeable (Kamaluddin et al., 2015)

—the absence of@ah c \:‘EI: a e the Sukuk issuance and regulate forms
¢

the main dr ck (Als ammrzgzﬁl .c?nerefore, the impact of the result of Sukuk

N
announ% on thé fnark within the two emerging markets with different

reg%, institutions, and rr{ﬂ;e‘( structure, could be different.

N
S
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Table 5.4: T Independent Sample Test — Southeast Asia and GCC — Group Statistics

Measure Southeast Asia GCC

T W WO\
O

Mean -.2405 -6.0408

CAAR Std. Deviation 75075 11.46072

Table 5.5: T Independent Sample Test — Southeast Asia and % evene Test

ltem Measure Equal varia Equal variances
assu not assumed
Levene's Test for Equality of F '
Variances Sig ‘\d
. T-value 2. 2.7

t-test for Equality of Means Sig 004 I Q. 0,0%

Mean Difference 80033 | @ !580033

¥
? 4
<

Table 5.6 reports the results of CAAR meansiand st

markets within Southeast Asia— Mala iaClgndones Th resu&%ejwow that a higher

CAAR mean was obtained in the aysian s WTet t /&\‘1042 compared to the

CAAR mean score of the Indonesi ockfimarket at -O.& . Neither CAAR mean
&
showed a significant differencN = Q\
z l \Q _ .
Table 5.6: T Indepe ple 'I",e t— alaym nd Indonesia — Group Statistics
SN /<"'~/
,\ Measure Malaysia Indonesia
N 21 21
Mean .0042 -.0028
| CAAR Std. Deviation .00648 .01611

AN

Table'5:.Z" Indepe mpE?Test — Malaysia and Indonesia — Levene Test

&
r Equal variances ~ Equal variances
ltem Measure
assumed not assumed
's Test for Equality of F 6.475
Q Variances Sig 0.018
. T-value 1.397 1.397
-test for Equality of Means Sig 176 184
Mean Difference .00700 .00700
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Table 5.8 reports the results of the one-way ANOVA for the three countries
categorized as within the GCC stock market — Saudi Arabia, UAE, and Qat?m
results of the CAAR means were 0.3268, 0.0323, and 0.0021 for Saudi A@}JAE,
and Qatar, respectively. These three means were found to have no signi ifference
as p-value=0.052; as reported in Table 5.9. The CAAR means are tested for the overall
sample that covered five countries belonging to the two regio sMysia, Indonesia,
Saudi Arabia, UAE, and Qatar). Table 5.10 reported the %7:&]3 obtained from
12 event windows tested within the five stock markets; (4 ‘msaqdrranged in

| ]
descending order are Saudi Arabia (m:0.3268,% 0.59
SD=0.010), Malaysia (m=0.0042, SD=0.0065 atar

I(rr@%;%,
S.Q%able 5.5 reported

sign@‘g difference,

multiple comparisons using the Tu SD tes
confirms a significant differen%en th% C
country to each CAAR me Med n*the @ia stock markets separately.
It was found that the @z; of le S (}i'A@a stock market was significantly

2

&
different to both s Mnarkeis AR &aﬁs obtained for both Malaysia and
Indonesia at p=0,036 and p= spect’?}%\}.
. :l
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Table 5.8: One-way ANOVA — Saudi, UAE, Qatar — CAAR Descriptive Statistics

Country N Mean SD Std. Error Min Max
Saudi 12 .3268 59870 1728 -47 1.20
UAE 12 .0323 .01033 .0029 .01 .04
Qatar 12 .0021 .00168 .0004 .00 .01
Total 36 1204 .36708 0611 - 47 1.20

Table 5.9: ANOVA Test — CAAR- Sa:mcﬂa'
)

V.
Differences Sum of Squares df F Sig.
Between Groups 172 2 3.230 .052
Within Groups 3.944 33
Total 4.716 35

\"' o
%\\T

Table 5.10: One-way ANOVA ia, Indo i au@tSLAE Qatar-
Descrlp tatlstlcs

Country N Mean SD Std. Error

Malaysia 12 .0042 .00648 .00187

Indonesia 12 -.0028 .01611 .00465
Saudi 12 .3268 .59870 17283
UAE 12 .0323 .01033 .00298
Qatar 12 .0021 .00168 .00048
Total 60 0725 .28895 .03730

S 7§
S hoRi
Q-' e 11: \@OVA Test - CAAR

N
Differences Sum of Squares df F Sig.
Between Groups 979 4 3.409 .015
Within Groups 3.947 55
Total 4.926 59

S
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Table 5.12: Sample Comparisons - Tukey HSD

) J) _ Mean Std. Sig. \?

Country  Country Difference (1-J)  Error

Indonesia 0.007 0.109 1.000 0
Malaysia Saudi -.323** 0.109 036
UAE -0.028 0.109 .999
Qatar 0.002 0.109 1.000
Malaysia -0.007 0.109 1.000
Indonesia Saudi -0.329** 0.109 .031
UAE -0.035 0.109 .998
Qatar -0.005 0.109 1.000
Malaysia .323** 0.109 036
sauqi  IMdonesia 329%* 0109 .03l L}T
UAE 0.294 0.109 .068
Qatar .325* 0.109 034
Malaysia 0.028 0.109 .999
UAE Indor)e3|a 0.035 0.109 .998
Saudi -0.294 0.109 .068
Qatar 0.030 0.109 .999
Malaysia -0.002 0.109 1.000
Qatar Indonesia 0.005 0.109 1.000
Saudi -.325** 0.109 .034
UAE -0.030 0.109 .999
* The mean diffe sig ant the 0,05 level.
** The mea |ff EISSIJnIfIC tfﬂ& 1 level.
Dependent CAA

The second)‘Kot sis q@dy asgﬁes that announcements of Sukuk in the

Southeast Asi m\!\et are assoc t?d wnhgldwer negative abnormal returns compared

to the GC k y ﬁébtamed confirms the alternative hypothesis,
whi hf‘*jeemen h trf; t@tlcal base discussed in section 4.2.1. Based on the

market |mperfect|ons theory, re r\l‘evant information to the assets spreads faster in a better

ed stock market. Along with the imperfection theory assumption, deciding which

Qck market (i.e., Southeast Asia and GCC) has the lower degree of structure

consistency of the stock market, it can be linked to a higher reaction to financial events.
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Also, this result is in agreement with the finding of Tsaurai (2018) who confirmed that
the Southeast Asia stock market is better developed than that of the GCC. 4
investors in Southeast Asia bear more information related to the Sukuk iss@hich

works to speed up their reaction to Sukuk announcements. *

5.2.2.3 Regression Model Test Result (Hypothesis 3)
The empirical tests of the third hypothesis regardin ISZerm'nants of CAAR

(-2, +2) obtained to the Sukuk issuance announcements )t me‘\-hqg(Z) market
[

capitalization, (3) tenor, (4) issuance amount, and upon rate s‘os@arket
reaction. The regression function for corpor k isstia nno@'ments is

conducted for a particular region, Southeasw d tha\G were @;‘r:ed using the
i n

OLS regression model following (As H aollms, &

relationships between the cumula@jverage \ror%al Q@'ns as the dependent
;ASY N

variable and the determinants %rate gukuk i suan@nouncement — (1) time-

lapse, (2) market capitalizati %ﬂ as as (3) tener, (4) issuance amount, and (5)

coupon rate as indepe iables — inbe regression:
's ¢ &

N
(5.1) \ o ! C'SJ
Qc') F O
where: $
3‘% v

a = model ntercept 3

- \ -
+>= cumulative abnormal return over the event window t; and t>

Lapse = the interval time between the announcement and the actual date of issuance

ap = market value for all relevant issue-level share types

Tenor = accrual issuance period

d, ). Therefore, the

4
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Am = amount of issuance

Cp = coupon rate Y-r

The regression framework then models the abnormal returns a te linear
equations. Accordingly, six regression models are performed, specifiedfas Model 1, for

the overall population of the study that comprises five stock market (Malaysia,
;ysi

Indonesia, Saudi Arabia, UAE, and Qatar), model 2 for zln stock market,

4

model 3 for the Indonesian stock market, model 4 for t audi Arabi k market,

'Y
model 5 for the southeast Asia stock market (Malays Indonesi cﬁe_&%br the
GCC stock market (Saudi Arabia, UAE, and Q 4 j \/T

Before proceeding to the regression J:t m@x to meet the
assumptions of OLS regression; \h

orrelation test,
multicollinearity test, and model st

Table 5.13 provides the n te@c amopge«the K@el constructs; this test is

run to test the linearity assu@t(j\ noted tha (@e is a significant relationship
between three determ% Su i

’ &
These three factors wation' \e.portedéﬁﬂzo.lw, p=0.049) between issuance
amount and CA@ =

kuk® issu ‘gé anbuncement and CAAR (-2, +2).

+2), :(t‘igd), between issuance amount and CAAR

%

bgt\/\ee}n issuance amount and CAAR (-2, +2). The

N
‘3Iatio st confirm a linearity assumption for the model.

Y—v

P
!
0.

%
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Table 5.13: Pearson’s Correlation Test (2-tailed)

Variables (C ?ﬁzR) Am Cp Tenor -:_ailr;see- Mg;l;et v
CAAR (-2, +2) 1 v
Amount 157" 1
Coupon -011 =347 1
Tenor -054 309" .079 1
Time laps 173" -.037 -.001 .078 1
Market Cap 169" 3117 -086 .110 .013 1

*. Correlation is significant at the 0.05 level (2-tailed).

**_Correlation is significant at the 0.01 level (2-tailed). .T

‘< ! -~

It is assumed that there is multicollinea Weeuﬁplnato&vlariables
when there is some kind of linear depe@ twe&iu thern or if«there is a strong
correlation between them. The correla only refers 1o the (@rent variables but

to any of the variables with any r of the eSti zo _\el. The assumption of
@ 0 >

absence of multicollinearity is t d relative to'the sy&@natic part of the regression

model, although it is usua ed [s a data pr ” (Kalnins, 2018). For this

reason, it is not enouw ugh n‘g

bivariate correlatio&ﬁ%ix. Th'e m\rawba multicollinearity is that the variance
re

| : L
ess }thﬁere are high correlations in the

ion c

of the estimate i rits is (é%ased to the point where it is practically

¢
impossible Qestaish i st?is 'ca{ s.g_ry'ficance since as is known, the value of the t-

test foeri regngs i goeffi%“s_ﬁ is the value of the coefficient divided by its

stamAeviation. If this is Ia@he value of the t-test will be low and will not reach

nce. Table 5.14 reveals that all the Variance Inflation Factors (VIF) are less

si?‘
@1 4, which is within the accepted range recommended by O’brien (2007).
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Table 5.14:

Multicollinearity Test

Collinearity Statistics

Collinearity Statistics Collinearity Statistics

Model Construct All population Malaysia Indonesia
Tolerance VIF Tolerance VIF Tolerance VIF
Amount 701 1.426 492 2.032 330 3.033
Coupon .840 1.191 577 1.733 459 2.179
Tenor 856 1.168 647 1.547 413 2.421
Time laps .988 1.012 977 1.024 .664 1.505
Market cap .902 1.109 438 2.284 261 3.834

Collinearity Statistics

Collinearity Statistics Collinearity Statistics

Model Construct Saudi Southeast Asia GCC

Tolerance VIF Tolerance VIF Tolerance VIF

Amount 750 1.334 510 1.962 .657 1.523
Coupon .863 1.159 .610 1.641 .863 1.158
Tenor 819 1.221 623 1.605 761 1.314
Time laps 957 1.045 .949 1.054 978 1.023
Market cap 973 1.028 459 2.180 929 1.076

> 4 # o~ Z Q(:;.
exanﬁr%fng the linear relationship

The stability test is usmug s?d

N

hypothesis of the regrﬁion odel (E ;Tj& (@, , 2013). The Cumulative Sum
(CUSUM) is propow es thé I |ty“ beta coefficient in the regression

model: inference&wed 0 l se
residuals (St@ed
nested subs S of‘,th d

of coe

nce ms, or sums of squares, of recursive

O

! N
né—%a}nez?j)recast errors) computed iteratively from

(Plobéerger & Kramer, 1992). Under the null hypothesis

icient constancy, the va quSf the sequence outside an expected range suggest
a Mjral change in the model over time; if these structural changes outside an

ected range, the model is not useful for estimating the beta coefficient within the

Qgression model (Hwang & Shin, 2013).
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Figure 5.1 plots the frequency distributions stability test of Southeast Asia with
respect to the determinants of the abnormal return of stock market during thew
Q1/2001 to Q3/2016, (1) time-lapse, (2) market capitalization, (3) tenor, 4 ance
amount, and (5) coupon rate of the estimated theoretical model results owamulatlve

average abnormal returns given in section 5.2.2.1. Figure 5.2 ploRthe frequency

distributions stability test of the GCC, where the X axis re he observations
during the period Q1/2001 to Q3/2016 and the Y axis repre tatlstlcs The levels
of the effects of the estimated theoretical model resul the ¢u abnormal

returns. It can be seen that the structural changes of t del over ti fdr @stock

markets were within the expected range of the hi stab\,models.

&
30 I 0\ é\

- T ' T ' T T ' T T T ' T T T ' T T ' T T 1 1 ' T
8: i F i j {7 35 40 45 50 55 60
%k — CUSUM ————— 5% Significance |

Flgure 5. \S/tablllty Test of Southeast Asia
e
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Figure 5.2: Stability Et Stoee~ P %’
To test the predicted relations bwarporate S iss % announcements

determinants, (1) time-lapse, (2) mz@yapitaliz\m%) m{r,\(4) issuance amount,
'}' )y N

and (5) coupon rate and CAAR% a ser‘i‘es of gfessz'g;’nodels are estimated. Six

regression models are perfo Xd 31

1 for the overall popu% he St:J‘ th f'o‘mpﬁs five stock markets (Malaysia,

er t@ent window (-2,+2) as Model

Indonesia, Saudi ia, UAEl \3&1 ar), | 2 for the Malaysian stock market,
model 3 for thew ian 'rket, @‘tfel 4 for the Saudi Arabia stock market,
¢

c{rne[b( t (Malaysia and Indonesia), and model 6 for
N

e 5.15 provides the @(S of the regression test for the six regression models.

\ results of the regression model are tested for the entire population. The results
e coefficient determination (R. Squared 0.830) of the estimated model for the entire
opulation using the corporate Sukuk criteria, the overall goodness of fits of the least

squares regression method is high. Two criteria of the estimated coefficients — market
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cap and time-lapse — have the expected sign and are significant at the 0.01 level or 0.05.

The results indicate that CAAR is positively related to the market capitaliz t
(B=0.001, t= 2.899, p= 0.004), and with time-lapse at ($=0.004, t= 22.79(%\)00).

The model yields an Adjusted R-squared of 0. 830, this is significant at el of 0.01

and has an R-squared of 0.824. Q

Thus, it can be said that the estimated regression metho Wed well. To find

the best-fitting model equation for predicting the (1) iss ;:ourt and (2) time-
lapse, from scores on constant, the estimated theoretica tion SM
L 4
g
| S
CAAR; 1, = a + lapse; + Cap;e + T i+ + An}t Cpi + e%
(5.2) Y' N b

Van &
where: \% é
a = model intercept c
N
CAAR = cumulative abnormal er tﬁb eve ind and tz

Lapse = the interval time b twhnno and t@actual date of issuance
L le

Cap = market value fo% ant iss Vi sha@pes
4 2
Tenor = accrual issuance perioi \ C}Q

Am = amount o@e ' O
Cp = coupon &) ‘? ’ C”
N AN
&) P 3

Based on the regression, &%&quation is:
N

,%MRSEA (-2, 4+2) = (-0.019) + 0.001 * CAP+ 0.004 * /apse + 0.000 * Am
0 +0.00006 * Tenor+ 0.00002 * Cp

203



This model fits the data well (F = 147.1, p < 0.05 and R-squared = 0.830).

Based on the results obtained from the entire population of stock marke?m)

D

criteria of Sukuk issuance announcement are found to be positively r@ th
CAAR: (1) market capitalization and (2) time-lapse. For the market c ization, the
positive association indicates that the higher size of the market capElization of the

Sukuk issuer estimates positive CAAR from the stock market, ;*here vestors consider

market capitalization as an indicator of expansion strat C mp'mied with high
financial capability of the issuer. For the time-lapse, a lo time Ia?cks@t‘s in more

Yw
issuance, whi hlre_iﬁ% in a

time for investors to digest information related to

positive reaction; as reported for the event win +1)< \‘/T
Second, the result of the regressionw IS r theé;z;ysian stock

R. @‘ared 0.930) of the

market. In terms of the result of the ¢ '%determina i

estimated model for the Malaysian% market\fy\g$

criteria, the overall goodness o%

criteria of the estimated co ents —

pb'\e\five corporate Sukuk
N

s

the expected sign and % icant at'the O }Je@r 0.05. The results indicated that

&
CAAR is negativwed @a‘[ (B=%6.901, t= -3.602, p= 0.001), positively
with time-lapsesat (p=0.002= 1, p-—(‘éft)’OO), and positively with market cap at
e\ : ‘?
(B=0.005, t=_12.461, p= 0. T‘Ee @; el yields an Adjusted R-squared of 0.926,

3
which i% ant af't ‘al of 0991, and has an R-squared of 0.930.

q

, it can be said that h‘.@étimated regression method performed well. To find
th Xﬁtting model equation for predicting the (1) issuance amount, (2) coupon rate,
3)*time-lapse, and (4) market cap from scores on constant, the estimated theoretical

quation (5.3) is:
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CAAR; 1, = a + lapse; + Cap; + Tenory, + Amy + Cpye + e

X
\
K\
N~

(5.3)

where:
a = model intercept
CAAR = cumulative abnormal return over the event window ty aw

Lapse = the interval time between announcement and actu tgf iss'Jance

Cap = market value for all relevant issue level share ty ‘\d

"X
Tenor = accrual issuance period é | .\Q}
Am = amount of issuance b 4 \‘,Z'

Cp = coupon rate \,Y. \ év

l
This model fits the dat%F =219 Q!OQ% R-squared = 0.930).
N Q

Based on tr@@ obtalned m the-&hlaysian stock market; three criteria of

N

Sukuk issuan Mun ment-are fou be positively related to the CAAR: (1)
4

market ca@e-la e, and while'ene criterion, (3) coupon rate, was found to be

negati e%}te g Mof

‘e

41,

d.Fort pon the negative association indicates that the higher
Y
co e of the Sukuk estfsn'étes negative CAAR from the stock market, where

rs consider the coupon rate to be an indicator of suffering financial deficits or

@t. For the coupon rate, investors consider the coupon rate as compensation for the

investment. For the time-lapse, longer time-lapse results in more time for investors to

digest information related to the issuance, which results in a positive reaction, as
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reported for the event window (-2, +2). For the market capitalization, the higher market
cap results in a positive determinant for the Sukuk issuance announcement impw
higher market cap of the issuer impacts positively on the cumulative avera(%brmal
return. A

Third, the results of the regression model are tested for theWesian stock
market. The result of the coefficient determination (R. Squared 0.426) of the estimated
model for the Indonesian stock market only uses the five Ye.

SL’(uk criteria; the

overall goodness of fit of the least squares regression m is mode o criteria

oy
e the éxp dlsig@d are

ate% AR is %egatively

: QY
ely w;é‘coupon rate at
-sq@‘d of 0.315, which

of the estimated coefficients — coupon rate and teno
significant at the 0.01 level or 0.05. The res

related to tenor at (= -0.003, t=-3.910, p=20.001), an

(B=0.011, t= 3.255, p= 0.003). The mN c1'ei>s an adj

is significant at the level of 0.01, an@san R-sq\e& f

Thus, it can be said that ti%ated gression me(v performed well. To find
. %rei g ten@ (2) coupon from the scores

the best-fitting model equa%_
on constant, the estim% etical e ;y ‘.(54)}
&
N O

= cumulative abnormal return over the event window t; and t;
6 e = the interval time between announcement and actual date of issuance
ap = market value for all relevant issue level share types
Tenor = accrual issuance period
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Am = amount of issuance

Cp = coupon rate

Based on the regression equation is:

CAARSEA (-2, +2) = (-0.103) + (-0.003) * Tenor+ 0.011% .000 * Am

+ (0.001) * /apse+ 0.004 * Cap Y.

This model fits the data well (F=3.85, p<0.05 and R-s =0815). '
- - ‘ - -
Based on the results obtained from the Indon stock market ore (@)&Ton,
. . . -\
the tenor of the Sukuk issuance announcement, is to bgpn atiyely reie{ed to the
NV

CAAR, while one criterion, coupon rate, is found te be

the negative association indicates that @eno
invest

CAAR from the stock market, wher, rs ide
riskier debt over a longer time. F;N coupon rat (,‘ hig@oupon rate results in a
ISS

positive determinant for the SN uin ncer{gf"impact, as a higher coupon

itiyv relaggbr the tenor,

uk%gstimates negative

n er_k;nor as an indicator of

rate of the issuer impactS positively on

he c qlati\v‘j,%/erage abnormal return.
Fourth, the reswt re essé odef' ted for the Saudi stock market. For

the result of the Mient 'erm' tion (R: ,Squared 0.762) of the estimated model

for the Saudieua}nar et‘u% gn'l)é-/ @I'Iy five corporate Sukuk criteria, the overall
goodnesig?ﬂthe‘,le;tju es

~ré@‘ession method is moderate. Two criteria of the
estima fficients — tenorc%qaﬁ~ time-lapse — have the expected sign and are
N

m&a\nt at the 0.01 level or 0.05. The results indicated that CAAR is negatively

.

ted to tenor at (p=-0.002, t= -2.434, p= 0.021), positively related with time-lapse at

7y

0.005, t=9.858, p=0.000). The model yields an Adjusted R-squared of 0.724, which

is significant at the level of 0.01, and has an R-squared of 0.762.
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Thus, it can be said that the estimated regression method performed well. To find

the best-fitting model equation for predicting the (1) issuance amount, (2) tim ,

(3) coupon rate, (4) market cap and (5) coupon rate from scores on (@\sh the
estimated theoretical equation (5.5) is: A

CAAR; 1, = a + lapse; + Cap;. + Tenoryy + Amy, %t it

(5.5) Yv
!
where: ‘\d. Y'

a = model intercept o
D [ JIs
CAAR = cumulative abnormal return over the t Window 1 and \,‘Z'

Lapse = the interval time between announc% d agtual*date of issuasce

Cap = market value for all relevant iss\%hare typ é
Tenor = accrual issuance period \Y ,q\
?,J ¥V &

Am = amount of issuance

Cp= coupon rate N A] .‘\ﬁ_
%
X A

Based on the r%ssion, i
& N
CAARSEA N) = .Ql -(].OQé_? Tenor+ 0.005 * /apse+ 0.001 * Am
Q + O(f'S *(C})-i— (0.001) * cap
This w the data Well {F = 1;?-( 9, p <0.05 and R-squared = 0.762).
Y

\ on the result obta'ha from the Saudi stock market, two criteria of Sukuk

%e announcements are found to be related to the CAAR: (1) time-lapse was found

Qh positively impact and (2) tenor was found to be negatively related. For the tenor,

the negative association indicates that the higher tenor of the Sukuk estimates negative

CAAR from the stock market, in that investors consider the tenor as an indicator of
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higher risk of holding the Sukuk. For the time-lapse, the longer time-lapse results in
more time for the investor to digest information related to the issuance, which re?!’n

a positive reaction, as reported for the event window (-2, +2). q
Fifth, for the result of the regression test for Southeast Asia, lﬂ*ﬂt of the
coefficient determination (R. Squared 0.909) of the estimated model Wtheast Asia
using only the corporate Sukuk characteristic, the overall goodness of fits of the least-
squares regression method is high. The statistical results ar ye:i Table 5.15. All
of the estimated coefficients for tenor and time-lapse hawe the p‘ét\eqéil and are
significant at the 0.01 level or 0.05. The result@ed that C Is.@xely
related to time-lapse at (p=0.002, t= 3.792, p= ut% elatp\d,‘za tenor at
ieldls ana‘Adj d R-s@;z;d of 0.905,

e
which is significant at the level of 0.0\&9 an R-squ of (@

Thus, it can be said that the eﬁmsed regre\mxet d@rformed well. To find
;_Ng’v N

the best-fitting model equatiom%dictiﬂg (1 lme-@‘?and (2) tenor, from the
% mT us@d the estimated theoretical

(B= -0.002, t= -7.447, p= 0.000). The mo

L Xthe interval time between announcement and actual date of issuance
= market value for all relevant issue level share types
enor = accrual issuance period

Am = amount of issuance
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Cp = coupon rate

Based on the regression equation is: T

CAARSEA (-2, +2) = 0.011 + (-0.002) * Tenor+ 0.002* Lapse + (ﬁOhli) Am
+ (0.001) * Cp+ 0.000 * Cap

This model fits the data well (F =226.87, p <0.05 and R-@QO%.

Based on the result obtained from the Southeast AY!ock market; two

characteristics of Sukuk issuance are found to be signifi

ly Iaml\'to?abnormal
stock return: time-lapse found with positive impact, and negatively wi or. Rzrvthe
| &

time-lapse, a longer time-lapse results in more ti investors to digest information

Y—-

' 4
related to the issuance, which results in a posmac M porte the event

window (-2, +2). NV 3 «
Sixth, to test the predicted CAANine froww GCCQ)ck market on the
s'of

=
Sukuk announcement, Table 5.15yprov esnt

Lh;éregression test of five
q %
determinants: (1) time-lapse, Qk ket capitali ion@ enor, (4) amount, and (5)

NS

Four of the estimated goefficiefit Wt, coupon, time-lapse, and market

O

capitalization fouw a significa 'mpa@ CAAR, of the stock market reaction

N
have the expe N and are si Eil:art%uhe 0.01 level or 0.05. The results indicated

that the de inants of the carparate nghk issuance announcements of GCC —amount
s

and ti %’— are positively rel to the cumulative average abnormal return of the

. g >4

et, while negativel?&glated to coupon rate and market capitalization. The

sto&
%wark model yields an Adjusted R-squared of 0.973, which is significant at the

Qnificant level of 0.01, and has an R-squared of 0.977. The results indicated that

CAAR is positively related to amount at (p=0.007, t= 17.570, p= 0.000), negatively

<
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with coupon rate at (f=-0.001, t= -2.634, p= 0.013), and positively with time-lapse at
(B=0.001, t= 2.761, p= 0.010), and negatively with market capitalization at (B= 4
t=-3.054, p=0.005). The estimated theoretical equation (5.7), which used @tudy

of Godlewski et al., (2013), is set as follows:

CAAR; 1, = a + lapse; + Cap;. + Tenoryy + Amy, % it
where: l
N4 \g

a = model intercept
’ | &
CAAR = cumulative abnormal return over the ev indow t; and t
4 %
ate of i

Lapse = the interval time between announcemenQna th M

Cap = market value for all relevant issue %yire t Qés
Tenor = accrual issuance period \

Am = amount of issuance E ) o >’
Cp = coupon rate <</

(5.7)

Y/

This mogel khe dgtaLe (= 2613, p < 0.05 and R-squared = 0.977).

. i 5 obtained results frontﬂgd GCC market are interpreted as these two criteria of
\
‘%xnnouncement (i.e., the amount and time-lapse) affect the CAAR of the stock
e

t positively, where the higher amount of issuance estimate the cumulative average

Qmormal return positively. This impact is interpreted as investors holding more

confidence in issuances with a higher amount, which indicates the better financial
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position of the issuer. Meanwhile, the time-lapse gives more time to investors to
investigate the issuance status, purpose, and the financial position of the issuer.T

Based on the result obtained from the Southeast Asia stock %\ two
characteristics of Sukuk issuance are found to be significantly related abnormal
stock return: time-lapse found with positive impact, and negatively tenor. For the
time-lapse, a longer time-lapse results in more time for invest: rst\o&ﬁest information
related to the issuance, which results in a positive reaction; mrtfd for the event
window (-2, +2). The results from the GCC stock market indi aWE:AAR IS
positively related to amount and time-lapse, and negat with coup at} a&ﬂ%fzket

capitalization. The obtained results from the G e%fi eted{s‘gﬁ]ese two

criteria of Sukuk announcement (i.e., amountand e-bwpse fect thé&.AR of stock

e t)@mulaﬁve average

@estors holding more
N

—+

market positively, where the higher a t of JSsuance esti

abnormal return positively. This @jt is in \N%

amo&]t, ieh i 40 tes the better financial
position of the issuer. M m tZI e- pse@ more time to investors to

investigate the issuanc%,

coupon rate, the positive associ‘a

confidence in issuances with

e fi ial position of the issuer. For the
F &
catesé&aﬂthe higher coupon rate of the Sukuk
issuance estima% itive ret rom the stock market, where investors
¢ ! (.R]

consider co rate as gompe atiGn(c_)Jr e case if the profit is cut.

% N

eory of M 'yning-b? Baker and Wurgler (2002) explains the capital

stru ased on the signal\e@d by the market towards companies, which is why

c ies tend to issue bonds when a favorable behavior is perceived in the market,
ndvthey tend to buy back their own shares when market values are lower, evidencing a

lationship between the capital structure of the company and the historical behavior of

the market. According to this theory, there is no optimal capital structure, and, at all
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times, the financial structure of the company is the result of financing decisions

accumulated over time. Hence, issuing debt is expected with a positive reactlcwom

the stock market, as issuing debt decision taken by the firm manage \! into

consideration the timing consideration, which supposed to be smtable'%ls regard,

the debate of this theory is in agreement to the result obtained about t

Table 5.15: Regression Tests

e-lapse factor.

: - obust
Variables Coefficient Std. Error _ Statistic
Constant ~ -.019*** 007 | -2408
Amount .000 .000 1042

Coupon .000 .000 .969
Tenor .000 .000 -1 840
Time-lapse .004*>** .000 2 373
Market cap 001*** .00 . 2.197
R-squared 0.830 Adj R quared 0.824
F-statistic 147.1 ., A
o w? £
. . v .7 Prob Robust
Variables Coeff|C|ent\ . Err tlstl L t- Statistic
Constant -.107 0 -11.57@‘ 000 -1.201
Amount ) 1Y' .8§o 1,622 109 -1.728
Coupon _.001% i 0 "' -@2 001 2.046
Tenor 000 757 083 -1.273
Time-lapse . l \SO (-5 731 000 4.913
Market cap 0 * 00 ¢, 12461 000 2.262
R-squared 0 9 ustquC'squared 0.926
F-statistic @)45‘ ’ g
I ) dok&m Sample 32
F s faj N Robust
V | Coef lerfr Q['d Error Statistic Prob t-
4 WV Statistic
103 Y049 -2.110 .045 -2.788
unt .000 .004 -.126 .901 -0.038
upon 011*** .003 3.255 .003 2.311
Tenor -.003*** .001 -3.910 .001 -2.012
|me lapse -.001 .001 -.533 599 0.048
Market cap .004 .002 2.016 .054 2.625
R-squared 0.426 Adjusted R-squared 0.315
F-statistic 3.85
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Table 5.15, continued

Saudi Arabia — Sample 33

-

Variable Coefficient  Std. Error t- Prob
Statistic c?
AS tistic
Constant 017 A11 156 877 1.180
Amount .001 .004 .238 814 -1.031
Coupon .000 .002 .032 75 1.528
Tenor -.002** 001 -2.434 &) -5.431
Time-lapse .005%** .001 9.858 W 1.989
Market cap -.001 .002 -.710 483 , -0.114
R-squared 0.762 Adjusted re | 724
F-statistic 19.89
Southeast Asia- Sampl 0
Variables Coefficient Std. Error tistic
Constant 011 .007\, 1 > -1.259
Amount -.001 0% - Q74 -0.228
Coupon -.001 w -1.7 O?S 0.725
Tenor -.002%** .00 & A, .000 -4.337
Time-lapse 002*** 0200 >i 27 A7 .000 2.347
Market cap .000 0004 _ %510%\ 134 1.563
R-squared 0.909 Adjusted R-squiared 0.905
F-statistic 226.87 \ S"
‘ NN
Y‘BC ~ Sample 37
S‘;.VJ‘;' Qtatistic Prob Robust
NGy i
|\ .~ Statistic
‘\/ 0064, -24.801 .000 -22.108
i .g('g)_, 17.570 .000 17.005
. -2.634 .013 -2.349
\(.aoo 1.398 172 1.182
Q\.ooo 2.761 010 2.573
7~ .000 -3.054 .005 -3.010
0.973

Q}Adjusted R-squared

**significant at 5% level, *** significant at 1% level.

0 dent Variable: CAAR
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Further investigation is conducted to figure out the optimal time-lapse between
the Sukuk announcement date and the actual date of issuance of Sukuk. Based?'m
event study test among five stock markets, Malaysia, Indonesia, Saudl AE,
and Qatar, as well as two regions, Southeast Asia and GCC, over 15‘Ekwmdows
were tested. As shown in Table 5.16, the entire sampling frame, Sou WASla GCC,
Malaysia, Indonesia, and Saudi Arabia, obtained a significant CAAR¥at the window (0,
+7), then the significant impact started to disappear. He Yt:erlinvestigation IS
conducted to include five event windows, (0,+8), (0,+9),%@,+10), (O‘,\Lud\d (0 +12)

i snlan.&éa/hlch

to confirm the range of significant CAAR based on tual date o

is equal to zero in this study. The further analysi re\ S, IJ nesia and
GCC and Indonesia and Saudi Arabia stoc ar e result reve@va significant
impact extending to event window (0,@n starte sap;@ Therefore, it can
be concluded that CAAR is affect Sukuk mén the range of (0, +7)
and (0, +11); these periods can |mapt|me |ssuer and stock market

regulators to considerwhen%i thi suan te. Taklng into consideration
other financial and e announcem t h@mal events, such as dividends
distribution, CEO ion, a |ng , and for economic events, change

fag

the interest rate and wil l0an| ongtheseevents and distort the optimal
period. % 4 (_/
A
& v
% 3
S

&y,
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Table 5.16: Additional CAAR Test — Two Stock Market Group

No  Event CAAR  test CAAR t_¥~
windows Indo + GCC Indo + Saudi ‘N
1 (0,0) -0.151 372" 076 (—(5 )
2 (-1,1) -0.68 (1.24) -0.76 (1.43)
3 (-2,2) -0.69 (0.92) -0.82 (1.13)
4 (-1,2) 111 (1.88) -1 (2.17)
5 (-2,1) -0.26 (0.36) (0.49)
6 (-5,4) -0.39 (0.46) Y:. | ()
7 (-5+15) 0.19 0.18 ) (0.42)
8 (-1+14) 0.76 (0.78) I (@:39)
9 (0,3) -0.83 (2.14) { ~{2.48)
10 YZS 44)

(-1,+5) -2.04 (3.02Y~ Y\'/ 4
11 (047) 2.94 ( 10 é\ (5.29)

=
12 (0,+8) -2.85 \c@) (5.01)
13 (0,+9) -2.61 90) = (4.51)
14 (0,+10) -1.93 C‘) 2. \ : (3.28)
15 (0,+11) -1, 01.62 (2.25)
16 (0,+12) -0.98 (1.85)

*** significant at 1% lewel.
% s ¢ &
To conclude &q&in ol)j\'(z\?ﬁhe CLQ&‘K section, investigations on the effects
of the stock marwa ion £ Poraté}fﬁuk issuance announcement in Southeast
Asia, GCC Saudi Arabia.h eﬁeeQ_yndertaken. The proposed models were tested,

N
which indigated the 6 iti pegaﬁé\effects of amount, coupon, tenor, and time on

corASukuk issuance an \éements after controlling for the constant effects of

h \els.
Q The first model was tested to determine the effects of the amount, coupon, tenor,
nd time on corporate Sukuk issuance announcements within the GCC financial sector.

The model showed that the amount was negatively related to corporate Sukuk issuance

—+
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announcements, but the effect was not significant. The model also showed that coupon
was positively related to corporate Sukuk issuance announcements, but that th?rut
was not significant either. In addition, the model showed that tenor W@vely
related to corporate Sukuk issuance announcements but that the?& was not
significant. Finally, the model showed that time was positively relatéd to corporate
Sukuk issuance announcements but that the effect was also insi Mt

The second model was tested to determine the positiv siv.ee ects of amount,
coupon, tenor, and time on corporate Sukuk issuan nou cg?he@ﬁthin the

L
Southeast Asia financial sector. The model showe the amou 43 @Y/ely
related to corporate Sukuk issuance announcem th% asi@anificant.
The model also showed that coupon was po@rn:la dto rpora@‘{uk issuance
[ ly, t@odel showed that

tenor was negatively related to corﬁ% Sukuk\an?e nouncements but that the

N
th@ne was positively related
&
éh%ffect was not significant.

announcements and that the effect was'si |f:ant. Additi

effect was also insignificant. Fi ;
to corporate Sukuk issuanc@ice

5.3 Effect of Th W Corf) ance Yield Spread on The Stock
Market \Jglati

!
¢
Tode %the e ec%e‘gor orate Sukuk issuance yield spreads on the stock

_ N
return v@latility; threg” Pses a@onstructed as follows:

H1: w Sukuk yield is a@a{ted with a higher spread compared to the seasoned

%\ukuk yield spread.
d. New Sukuk yield spread is associated with a higher negative influence on the

stock market volatility.
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H3:  Seasoned Sukuk yield spread is associated with a lower negative influence on

5.3.1 Sukuk Spread Comparison (Hypothesis 4) *
5.3.1.1 Descriptive Statistics ?

In Table 5.17, the descriptive statistics of Sukuk issuaqce d spread by the

the stock market volatility.

issuers under study is shown. These statistics describe ature of the mean and

standard deviation of both seasoned and new Sukuk for fourt erw From the
@

Yw
than séaso iu@Also,
fos,\eﬁs uk@' 126.634

e of zukuk when

ft@ers for seasoned

Sukuk have a higher spread or vari@{s com@eze S&@Ik For the aggregate,
N

the variance, which measures ﬂ% ogt

table, the means of nine issuers are higher for new S

the mean of the means of new Sukuk is higher

compared to 112.556. This shows that, ofisave

compared to seasoned Sukuk is higher: %ﬁher hand,

of data araund th n, is higher, on average,

for the seasoned Sukuk yie rejt e new Sg yield at 58.90 against 35.74.

0
In addition, as a rule, igher the variancé the higher the spread of the data around
's f &
the

the mean. From the ﬁ%e, it isl ésoned Sukuk has a higher spread than
new Sukuk. Ho %is is &ent

Ject the hypothesis that New Sukuk yield

!

O-

WP\ '
¢
is associatea Mighe spr\jgoﬁ]p{%?to the seasoned Sukuk yield spread. This is
N

becausefa further statisti "mvest‘iﬁon is necessary to confirm the significance of

this iption. >4
e

3
N
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Table 5.17: Descriptive Statistics of The Corporate Sukuk Issuance Yield Spreads

New Seasoned ?
Issuer N — 5
Mean Std. Deviation Mean  Std. n
ALMT 234 200.830 59.525 148.694
DRBM 234 212.204 21.096 151.421 %9 3
GAMU 234 108.012 19.695 91.221 9.031
1IIJMS 234 87.305 18.718 100.896 46.416
KLKK 234 73.714 14.876 56.2 58.772
HBMBSSX 234 119.778 59.376 11 150.348
MISC 234 72.174 23.067 72 40.486
MMCB 234 142.405 18.664 3.512 ' 75605
POHK 234 126.927 61.233 9 793
SIME 234 103.118 31.874 80.33 ?SQ%Y'
TLMM 234 62.469 15.2 57.7 :

UMSB 234 136.795 18 138 {}R?'so
UMWS 234 146.753 61.0 150:613 795.367

WCTE 234 180.396 cw

Average 126.634 14 .55}5§< 58.90
\' \J
\ Y
S
. . S
5.3.1.2 Levene's Test for Eq Vafiance “« QL
&

Table 5.18 shows the Le%s ter tch,puts f@l’d a null hypothesis of equal

variance in the two va%zhere aré mixed Ies@s shown below in the table. A
’ 2

significance value o%th n ? S the%\éjﬁbility in the conditions or variables

is not the same @fere r reje(e-}fﬁag the null hypothesis of homogeneity of
!

variance. Fror“vesul ob’t::iR, fen aujch the fourteen issuers have their variance or
N

spread signifieantly 'be_rjz Ho r, this difference in the spread is partially in

ST A
it

keew' the hypothesis. %E; ten issuers, six issuers, DRBM, IIMS, KLKK,

MSB, and UMWS, have a higher and significant spread in their seasoned
k

compared to new Sukuk. This is because, as a rule, the variance is significant if

Qe sig., value is less than 0.05, or, alternatively, equal variance is not assumed. The six

issuers DRBM, IIMS, KLKK, MISC, UMSB, and UMWS, all have a significant value
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of 0.000, which is less than 0.05. This implies a rejection of the hypothesis that new

Sukuk yield is associated with a higher spread compared to the seasoned Suk

the spread is not equal when compared to new Sukuk. On the other h

GAMU, MMCB, TLMM, and WCTE, have a higher and significant s

IeoXﬁnificance that a
Z'ab

Sukuk compared to the seasoned. This is in tandem with the r

significant value of less than 0.05 is significant, and

variances. Thus, the hypothesis that new issues have

seasoned ones is accepted. This acceptance is pre

TLMM, and WCTE have a significant value th

The above provides justification for

UMWS to focus on seasoned issues w?\%

>

: IJI\d?

U, MM

B

igher jsp

‘X
he factthat I\[Il@VICB,
than O'.

N
LM@én

u

Ym

spread for these six issuers. This also means that for these six issuers of seas@kuk,

L feur issuers,

ad in their new

Ie's have unequal

mpared to

53

v

, UMSB and

d WCTE should

focus on new issues. cﬁ \T ,Q\
Y S
" N
Table 5.18: 5& 's Tes E alltyAS()\/arlances
b -
Issuer Variance Assumption F Sig t ?zia?ie((jz)- Di]l‘\;leer?a?]ce SDti?feE;r:?:;
ALMT  Equal variances assumed 0.504 0.478 9.194 0.000 52.135 5.671
Equal variances not assumed 9.194 0.000 52.135 5.671
DRBM  Equal variances assumed 22.043 0.000 9.278 0.000 60.783 6.551
Equal variances not assumed 9.278 0.000 60.783 6.551
GAMU  Equal variances assumed 155.286  0.000 11.854 0.000 16.791 1.416
Equal variances not assumed 11.854 0.000 16.791 1.416
IJMS  Equal variances assumed 35.681 0.000 -4.154 0.000 -13.591 3.272
Equal variances not assumed -4.154 0.000 -13.591 3.272
KLKK  Equal variances assumed 23.955 0.000 4.404 0.000 17.456 3.963
Equal variances not assumed 4.404 0.000 17.456 3.963
MBSSX Equal variances assumed 0.068 0.794 0.584 0.559 6.174 10.567
Equal variances not assumed 0.584 0.560 6.174 10.567
MISC  Equal variances assumed 65.343 0.000 -2.491 0.013 -7.587 3.046
Equal variances not assumed -2.491 0.013 -7.587 3.046
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Table 5.18, continued

Sig. (2- Mean Std. Error

Issuer  Variance Assumption F Sig t tailed) Difference Difference
MMCB Equal variances assumed 263.850  0.000 -0.842 0.400 -1.107 1.315
Equal variances not assumed -0.842 0.400 -1.107 1.315
POHK  Equal variances assumed 2.218 0.137 0.860 0.390 6.016 6.997
Equal variances not assumed 0.860 0.390 6.016 6.997
SIME  Equal variances assumed 0.562 0.454 3.445 0.001 22.780 6.612
Equal variances not assumed 3.445 0.001 22.780 6.612
TLMM  Equal variances assumed 40.099 0.000 4.056 0.000 4.722 1.164
Equal variances not assumed 4.056 0.000 4.722 1.164
UMSB  Equal variances assumed 53.235 0.000 -0.812 0.417 -3.068 3.778
Equal variances not assumed -0.812 0.417 -3.068 3.778
UMWS Equal variances assumed 12.579 0.000 -0.521 0.602 -3.860 7.404
Equal variances not assumed -0.521 0.602 -3.860 7.404
WCTE Equal variances assumed 157.325  0.000 7.743 0.000 39.449 5.095
Equal variances not assumed 7.743 0.000 39.449 5.095
\/ @)
\JK i
5.3.2 New Sukuk Yield Sprea ock Mark ola@’}y (Hypothesis 5)
(7]
5.3.2.1 Clustering VoIatiIit;,\ A%

N
Volatility clustering, acaraqeristic of fina i?l @eries, is the tendency of large

changes in the prices of anc% t(f' Efjs{er together, which results in the

persistence of thi@de ’ the price ch{@s. Benoit Mandelbrot (1963) described
it as the obseryati at arge?v?és t&é’fo be followed by large changes, and small
changes Qﬂb fo‘l’lo ed by

beIowE neeessary to establi

a émaely model it. In a timheries stock prices, it is observed that the variance of

alt.changes when it comes to markets. The diagram

1 . L .
sh t@?esence of clustering volatility in the series and to

ck prices is high for extended periods and low for extended periods making an
independent and identically distributed (Lepistd, Jarvenpéd, lhantola, & Tuuri, 2016)

model of stock prices inappropriate. A visual inspection of the diagram below shows an
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oscillation of the series around the mean value, with small changes occurring
persistently for some periods, up to point 85. This is followed by another period w

changes or high volatility, persisting into another high volatility on a mor@«ward

level. This feature of persistent periods of calmness and persistent of high
volatility, as shown below, signifies volatility clustering. This is a stylizéd fact financial

time series, which exhibits a condition that necessitates the aQEIic ion of the ARCH

model. } l
] y

1.950
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z 100 4 L 1,800
| 504 L 1,750
S ]
E 5 1,700
=
0 o - 1.650
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Figure 5.4: Stock Market Volatility
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Figure 5.5 shows the new sukuk yield plot volatility. The plot shows different
periods of persistent volatility, both high and low. There are periods of persistewﬂml
changes followed by another period of sustained small changes up to po@Then
another period of higher volatility is followed by a period of larger dowM;ﬂvolatility.
This is then followed by smaller and persistent changes. The changesWe.plots reflect
volatility clustering. Fama (1990) explained that the stock r. tmnd to fluctuate,
thereby exhibiting volatility clustering, whereby large retur ml complimented
by small returns. This implies that the stock market volatility vari b‘NidIinear and

n (1994) posited E{ia}‘sz:ock

dependent. In line with this, Bollerslev, Engle, and

such si IIDQ}%pendent

and identically distributed) model becomes ib|63\Thl 'tuatiq@eg;ires ARCH

type modelling for plausible output. \ 6*
AN
150 KRN D'~

returns usually reflect a tendency of not being I:

140

130

120

110

100

90

80

dsgm 'so] 7 78 ¥ 160 125 150  1vs 200 225
) By ol )
% FP e 56: ev@kuk Yield Spread Volatility
4
% o

‘Aabove is the plot o&fn@ new Sukuk yield spread, even the figure looks like

S

sta ry, but the unit root test confirmed not stationary. A visual examination of this

U shows that the series has seasonality components, suggesting that the variable is

non-stationary. A non-stationary variable is one that has its mean and standard deviation

changing over time, making it impossible for any plausible forecast or prediction to be
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made. As such, the variable has to be made stationary. The above is a rule of thumb
approach for confirming that a variable is stationary. Further tests will have to bew

out to confirm the plausibility of the above. ('}

Seasoned sukuk yield spread

400 t’ .

350 ]

300 ]

250 |

200 _|

150 _|

100 |

50

L L s e e e e L o s e s L B s e s
25 50 75 100 \5 ?8 225

easoned Sukuk yield

N,

spread. Unlike the other varia aridble d sJnot <éfx?ain any component that
makes it non-stationary, such as t d,] ity. THiis'also implies that the variable

The above is the pre-estimatio@%al i \“{h%v

has a constant mean an% ging variancg. Thi ws that the variable is stationary

using the rule of thuQQ:urthe{ \fN

for forecast or piedictien. &
p ) O
C) & C‘)
%’ Y,
5.3.2.2 % tivegAnal :; %
L %
&e .19 shows the desc@sﬁve statistics of the variables. From the table below
N

of new Sukuk is higher than that of seasoned Sukuk. Also, the standard

£y
can hé_carried out on the variable, especially

&' tion is larger for seasoned compared to new Sukuk. Atoi (2014) posited that the
andard deviation is a measure of the riskiness and that the higher the standard

deviation the higher the volatility. Therefore, the seasoned Sukuk yield has higher
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volatility compared to the new Sukuk yield. Also, stock price and new Sukuk are
negatively skewed or negatively asymmetric and less than zero. Negative skevw
an indication that the lower tail of the distribution is thicker than the upper @ning
that the variables fall more than they rise. This is clear from the plots a owever,
the new Sukuk is positively skewed or has positive asymmetry and is greater than zero.
This indicates that the upper tail of the distribution is thicker than the fewer tail meaning
that the variable raises more than it drops. A kurtosis val | to ‘hree suggests a

normal distribution and that it is mesokurtic. However, e ku ow IS greater
L

- L MIEN
than 3, then the data set has heavier tails when compa anormal di rlﬁu@nd IS
said to be leptokurtic. In the table below, all the? es % an Qgﬁd hence,
thatcan

heavily tailed and leptokurtic. The infere bT drawn fror@&arque-Bera
W

statistics, since the p-values are less t!\%a is that ect @’mll hypothesis of

normality for the dataset. C,) \T /<\
n': V' &

Table 5.19: Descriptive St — New.and )’Sjsé‘ne@kuk Issuance, and Stock
a\ ric]e%' A\
Statistics i Stock! 3 ;| New Seasoned
Mean (—) 1825%7%/ » 1266633 112.557
Maximum 500 393.200
Mini g\ |16 % 4.200 72.500
Std& 47,826 & 12.041 31.385
Ja@}er ¢ 35 80)('} 20.529 23450.73
obability o.oc&_, 0.000 0.000
é@irvaﬂ%ng!; 234 234
W
{

543. Unit Root Test
Table 5.20 represents the Augmented Dickey Fuller Test (ADF) test for

Qtionarity. The ADF tests the existence of a unit root in the variables. The presence

of a unit root in a series result in spurious regression, errant behaviours of the variables,
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and renders its predictive capacity implausible. The null hypothesis of this test is that
the variable(s) are non-stationary or have unit root. This hypothesis is rejectevm
ADF statistics are less or more negative than the critical values or the p-v@ less
than 0.05. A rejection of the null hypothesis implies that the variables ionary or
do not have a unit root. From the table above the results show that thables, stock
and seasoned Sukuk, are stationary after first difference, i.e,,_the Variables are non-
stationary at level, while new Sukuk is stationary at level. Yt.thi null hypothesis

of a unit root because the ADF statistic is less or more n ive t anal values

“AS
at 1%, 5% ND 10% S and the p-value is less than @ I .\‘-'}

Table 5.20: Unit est \./‘z~
- L\Y.
D (Stock) \, (S€asoned) < New
ADE statistics -13.544\(*) “19. CS« -4.094

Prob. 0.000

Critical Values (;) \5 ¢<\
1% -3. [ -3.4 -3.458
5% % 3 .
10% \-!§73 _
Order Y"(l) , Y =X
% i N
v’ &

NUite

5.3.2.4 Heteros }Mty T!st %
N,

Table 5el\hores nts the h'gier@édasticity test for the ARCH effect. The

heterosced@ test is conducted ﬁ,ﬂher accept the null hypothesis of ‘no ARCH
' 4
effectsiy(

scedasticity) o(th@émative (heteroscedasticity). The test relies on the

valug of the LM statistics and its p-values and the co-efficient of the squared residual,

‘%nave to be significant to reject the null hypothesis. From table 5.21, the LM is

.0934 with a p-value of less than 1%, 0.000. Also, the coefficient of the squared

residuals is also significant at 1%. These values indicate that there is an arch effect.
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Therefore, reject the null hypothesis of no ARCH effect and estimate the ARCH model

for a better result. Y'

Table 5.21: Heteroscedasticity Test: ARCH

Model Fit &
F-statistic 652.6973 Prob. F (1,231) 0
Obs*R-squared 172.0934 Prob. Chi-Square (1) 000

Regression N

Variable Coefficient Std. Error t-
C 170.3754 81.02098
RESID"2(-1) 0.857871 0.033579

: . | 554794 , 0.000
- : . ’ 12 .
Adjusted R-squared  0.737467 SD dependent var. 2063.290

R-squared 0.738598 Mean depen
N
[ 1L
: b 4§
5.3.2.5 Diagnostic Test Y

PSS
Table 5.22 shows the serial correla esults T st ha ull hypothesis
e

if there is no serial correlation as agal Iternative, of t resence of serial

correlation. The decision to acce re ct | Sh /}ems s rests with the p-
value. The null hypothesis of I corr acc |f the p-values are greater

than 0.05 or 5%. From th?!abo , thegp- alu e all greater than 0.05, so we
l

accept the null hypothe ofno serl a.ll‘o |s implies that the model is poor
statistical tests. ' %
é"

@ :'0)

INYS

Y

(—)
&
‘%\ N

N
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Table 5.22: Serial Correlation Test

Autocorrelation Partial Correlation AC Q-Stat  Prob*
Jo ] Jo ] 1-0.019 0.0814 045 2
* J* 2 0.156 5.8667 ;
* J* 3 0.096 8.0836 :
| Jo 4 0.080 9.6313 47
Joo ] Jo 5-0.023 9.76 0.082
b S 6-0.034 10.0&'0.123
Joo ] Jo 7-0.051 10:670,7 0.154
| | 8-0.004 0. 0.221
| 9-0.078 ?.134 0.205
| 10 0.077 :624)  0.191

1“'23\%2?
si) bago

0.561
0.626
0.662
0.719
0.771
0.809
0.846
0.856
0.884
0.903
0.887
0.912
0.929
0.936
0.949
0.939
0.935
0.949

36 0.148 28.686  0.802

Arch/GARCH Effect

0 Table 5.23 represents the output of the GARCH model. The coefficient of the

lagged squared residual and lagged conditional variance in the variance equation are

positive and highly statistically significant, the p-value is less than 0.05. A statistically
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significant value shows that the GARCH model (1,1) has successfully modelled the
behaviour of stock market volatility. Furthermore, by summing the coefficient ow
squared residual (0.445) and the coefficient of lagged conditional varianc@, the
total equals 1. This, according to Chan, Cheng, and Fung (2010), impIiEQAQersistence
of volatility. Therefore, this result shows the presence of time ve%g' conditional

volatility of the stock price and that the volatility shocks are IarQe\lihl y relentless, and
C m

persistent. In sum, it denotes that the effects of today’s sh i i‘l the forecast of

variance for many periods in the future. The coefficien he n w negative
L
and highly insignificant. This implies that the hypothesis'ef the new S k[yi@wead

is associated with a higher negative influenc e s\ volatility can be

. o
rejected. \, é\
Table 5.23: The c%(amdel sm«@

ih!ytd E gtaﬁgﬁq Prob.
80821 7101;,9& 0.0000

rianceEquation AQ,

Variable Coeffi
C 1840.

73 8 ~1833007 0.0668

RESID ( 1) N2 484 350 .706705 0.0068
GARCH (-1 6531 O 851 6.636782 0.0000
NEW 435 (42546 -1.789996 0.0735

R- squared Mea@pendent var 1825.978
Adjusted endent var 47.82683

@ (.)('J

5.3.3 Se ed ku Y| re@d Stock Market Volatility (Hypothesis 6)

3.3. J:l ostlc e
5.24 shows the seh&’correlatlon test results. The test has a null hypothesis

|s no serial correlation as against the alternative of the presence of serial

Orelation. The decision to accept or reject either of the hypothesis’s rests with the p-

value. The null hypothesis of no serial correlation is accepted if the p-values are greater
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than 0.05 or 5%. From table 5.24, the p-values are all greater than 0.05, so we accept

the null hypothesis of no serial correlation. This implies that the model is reaso

N

Table 5.24: Serial Correlation Test 2

Autocorrelation  Partial Correlation AC PAC Q-Statw Prob*
1o I 1 -0.003 -0.003 4 0.961
o o 2 0115 0.115 %521 0.207
o o 3 0101 0.1N 962  0.133
b b 4 0.056 3580  0.174
b b 5 &4 6.7542  0.240
I L 6 : 7 0.312
1o 1o 7 - 20.06 0.343
| L 8 s 0443
< L 9 ZO 373
1o o 8 4-@0.371
1o 1o 1.4657" 0.405
1o 1o 0.483
1o 1o 1 0551
1o L 0.627
Jo | || 0.644
1o L 12476 0711
1o L 12.905  0.743
b L 13.004  0.791
b |- 13.007  0.838
b . 13.637  0.848
I | \ 13675  0.883
b |- 13.688  0.912
b 13.932  0.929
b 1 | 14.091  0.945
b b 14.930  0.943
I /K\-I- O 15160  0.954
b il 15722 0.958
A \ *|s 18.106  0.923
o (’) I 18107  0.942
i Qv Wi 18.418  0.951
il % add 19.435  0.947
N I \/Y' 19532 0.959

|- 4&3 33 0054 0064 20.334  0.959
b 34 0.025 0016 20511  0.967
b 35 -0.024 -0.055 20.665  0.974
x| 36 0.156 0.129 27.417  0.847
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5.3.3.2 GARCH Effect

Table 5.25 represents the GARCH output for the sixth hypothesis. The coe t
of the lagged squared residual is positive, while the coefficient of the lagged.c ional
variance is negative. The p-values at the threshold level of 5% are sigrﬂ&; for both.

Significant coefficients denote that the GARCH model (1,1) has succgfuhy modelled

the behaviour of stock prices. This implies that stock volatilit in\tﬁbﬁrevious periods
|;

c—r:

has the power of explaining the current stock volatility ¢ s. Furthermore, by

and h‘e\bogﬁient of the
Yw

summing the coefficient of the lagged squared residual
L
lagged conditional variance (0.51), it gets 0.85, whic lose t@ 1. This ‘/a.l@eans

that volatility shocks are quite relentless and istéht. Thé ient, o? seasoned

e hyp@e‘s{i.s, seasoned
uen@% the stock price

Sukuk yield is negative and significant.

0.0000

8 &503 2.592130 0.0095

RESID (12 | 1. 4}!) 09620 2.230061 0.0257
cH'(D) | PsbraoiJ0162722 3118763 0.0018

\ w & -}.854@ 1.857382 -2.075293 0.0380

squared = :0. 88%25 Mean dependent var 1825.978

% justed R-squared -0}.788525 SD dependent var 47.82683

To conclude the second main objective of the current research, it is necessary to

nvestigate whether new Sukuk yield is associated with higher spread compared to the
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seasoned Sukuk yield spread, in addition to investigating the influence of new and
seasoned Sukuk yield spread on the stock market volatility. Y'

Three hypotheses were formulated to answer the research question Atudy
and to satisfy the main research objectives of the study. The first hmls was to
examine whether new Sukuk yield is associated with higher spread ‘€dompared to the
seasoned Sukuk yield spread. The second hypothesis was to eMw Sukuk yield
spread is associated with higher negative influence on the Y.k t volatility. The
third hypothesis was to test if seasoned Sukuk yield s IS sWith lower
negative influence on the stock market volatility. l .\C}

To test the fourth hypothesis, the data of Id% 14 S@k issuers

from Malaysia and Indonesia were analyset, Th ndepﬁnde sampjé‘;‘e;t is used to

test the fourth hypothesis. According Na’s test res hic <ﬁlsed to assess the
equality of variance for both ylel ads of n\n}g% 3@ d Sukuk. The result

confirmed that, among ten Suk%rs, tl%r a sgf/éRant difference in spread
between the yield spreads *;%d T uku @hlle for the other four Sukuk
ence was fo 'b

issuers, a non-signific

D

n the yield spreads of new and
seasoned Sukuk iss l %(J
To test th pot data analysed using the ARCH and GARCH

tests. The result’shows the pre C€ of(::r?e varying conditional volatility of the stock

prlce a e volati cks arge highly relentless, and persistent. In sum, it
den at the effects of to@sbock remain in the forecast of variance for many
p n the future. The coefficient of new Sukuk is negative and highly insignificant.

Q implies that the hypothesis of new Sukuk yield spread being associated with higher
e

gative influence on the stock price volatility can be rejected.
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To test the sixth hypothesis, the data were analysed using the ARCH and GARCH
tests. The result revealed that stock volatility in the previous periods has the pwm‘f
explaining the current stock volatility conditions. Furthermore, summing t)—@}cient
of lagged squared residual (1.36) and the coefficient of lagged condﬁ)ﬂ variance
(0.51) reaches 0.85, which is close to 1. This value means that volatiliWks are quite
relentless and persistent. The coefficient of the seasoned Su kmis negative and
significant. This implies that the hypothesis, seasoned Suk M?spr'ad Is associated
with lower negative influence on the stock price volatilitysis acce teh\d‘ v

nalysis re Ie‘i& ative

an% e, @' Mulder

rne,oiOl influe \:newSukuk

yield spread on the volatility of the stwaaet, as we ne@%e and significant

influence of seasoned Sukuk yield @y on the }war e,Q&olatility. The negative
N

&/
bad information news Withii; ku i S%N or seasoned, will lead to a
higher volatile influen% stoc ood information news from the
Sukuk market Wi@ less i i ompared to bad news.

The result obtained from the ARCH and GA
marginal significance (as p-value ranged betw

& Olsson-Collentine, 2019; Pritschet, Pow

Referring‘Q ize e d Sukuk yield spread that was reported
¢
at (B = -3.855), nfirmed_le itﬁlutrb‘zgon the stock market volatility compared to
N
the new,Sukukvyield Pat Wa&ported at (B = -8.435). This can be attributed to

the ﬁ&at the lower yield the new Sukuk issue is linked to the issuing of
i

@, thus suggesting that new bond issues have higher liquidity than seasoned

3 s (Huang, Huang, & Lee, 2019). Conard and Frankena (1969) highlighted the role

f the coupon interest as a determinant between the new bond issue and the seasoned

bond, thus anticipating that a higher rate of coupon interest of the new bond issue is
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reflected as a higher risk of a refunding call. This means that the new Sukuk issuance
yield spread is associated with a higher negative influence on the stock market vo :

In agreement with the results of this study, Goh and Yang (2017) inv(s'% the
determinants of the yield spread of seasoned and new offerings; thﬂA‘estigation
covered 2,637 issuances over the period 2005-2012 from the USA cRgl'market. The

finding of Goh and Yang (2017) confirmed systematic undeE-:M from seasoned

issuing, and that this recovered partially, but not complet h I’ES'Ilt is interpreted

by the liquidity shock, which plays a part in under-prieing, b ié@x@iownward

‘A
sloping demand curve for seasoned bonds. This resul nsistent wi h‘ a@netry

information model of Rock (1986), where un icing is y ta\c¥r~npensate

S

5.4 The Effect of Corporate Sul%iquiditm ?S (;Q}vlarket liquidity

uninformed investors

N
nt st @/as to identify the effect
of corporate Sukuk liquidit }stOI e quu@This main research objective
is further portioned in rtial resear o‘oj@es. Accordingly, this section is
4 ¢ &
divided into three “further sur\ﬁ\jms Sug‘;ﬂon 5.4.1 provides the descriptive

quid@&(/hile subsection 5.4.2 provides the result

The main third research of the cu

statistics of Sukuk and'stoc
¢ ! C.S?
obtained for_testing the seven hfpo@ s, and subsection 5.4.3 provides the result
<kv N
obtaine% ing the &i hypothesis.
identify the effect of d@orate Sukuk liquidity on the stock market liquidity,
N

t theses were tested. These hypotheses are as follows:

d. Sukuk liquidity has a significant and positive influence on the stock market
liquidity.
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H8: Higher Sukuk grade has a higher impact on stock market liquidity compared to

low Sukuk grade. Y'
5.4.1 Descriptive Statistics of Stock Market Liquidity A

Table 5.26 shows the descriptive statistics of all the variables th&‘?ect corporate
Sukuk liquidity on the stock market liquidity used in this study, Due'te the lack of high
frequency of Sukuk trading within the secondary market yYﬂ.esit, Saudi Arabia,
UAE, and Qatar, the data for this section were retrie rom h(‘e\Mgdsian stock

mean, standard _@t'ion,

market. Looking at Table 5.26, there are 108 data,

L) and t easué?ﬁnts used

Sukuf\) and%gﬂ?hud Sukuk
Liquidity (ASL). \% é
Based on Table 5.26, it is f@pSthat the\e‘%e g{\n\of the stock market
ceffe@cs spread of stock market

liquidity is 0.016, which is m%y thgrelat
\/ &
ela

index at time t; the maximu e eJ read% ock market index is reported
at 0.155 over the observati Ciod, whil
&
a standard deviaWOZ@nd catesge/ ow relative effective spread of the
stock market in&q the on peried. For the latent liquidity Sukuk, the mean
¢

score report 66, with_a infnucl lue at 0.021 and maximum value at 11.996,

N

minimum, and maximum of Stock Market Liquigi

for Sukuk liquidity, which are Latent Liquidit

D

et nﬁn@m value is reported at 0.001, with

!
and standar, iatigh ‘41; the&ﬂt of latent liquidity Sukuk is calculated as the
aggmgAweighted average of{lfptanding Sukuk to the total Sukuk market outstanding

0 thly basis. It can be noted that the larger difference between the minimum and
G imum LLS is attributed to the monthly basis used for the calculation. The mean
core for Amihud Sukuk liquidity is reported at 2.945, which is higher than the mean of

LLS, as the ALS calculation based on the turnover trading volume in Sukuk in the

235



specified period t divided by the number of Sukuk outstanding, the minimum and
maximum values of ASL reported at 0.952 and 7.901, respectively. It can be nowm
there is a smaller gap between the minimum and maximum value found @d to
LLS. This indicates that a lower frequency was found from the ASA@surement
compared to the LLS measurement for Sukuk liquidity. Table 5.26¢Shows that the

distribution of LLS is too peaked compared to ASL as it rep eM.SM compared
to 3.290 for ASL and 21.524 for STL; this means there is -;rmal distribution for
the LLS and STL. ‘\d

@
Y
Table 5.26: Descriptiv, istics l .\i')
2 v
Measure LLS YwSTL\ BAsL

Mean 0.966 .29
7901

Maximum 1
Minimum 0"
Std. Dev. \% . @)
Probability 0.0 \O1 2. 0.000
Observations %508 éc 8/ A, 108
Keywords: LLS: latent liqui ukyySTL: staek marKetytiquidity; ASL:
Amihud Sukuk liquidity “« Q-
&
R S
Figure 5.7 showsghe vement'rend f'st@arket liquidity, latent liquidity
Sukuk, and Amihud Suku quidiLQ eﬁégd 01/01/2008 to 31/12/2016. It can
be seen that bot@s rem@uku uidity — latent liquidity and Amihud
N
liquidity — h@o- ?\’er o.b%')period. This co-movement confirms the

relative si@of bo
b 4

o

rements over the observation period.
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STL= stock market liquidity; LLS= latent liquidity

Figure 5.7: Movement Kﬁﬂ)

The cumulative sum test (C isu

=

AN
s& cn')@del stability; this test is

(]
designed to assess the model K ters gijs ﬁ"&&&bility of the model refers
h dy,

ch makes it difficult for the

to neglecting an importantwvl fro'w t
{
regression model to es% he prgd to @fe(:{l, ly. As shown in Figure 5.8, the

observation changes oVe,the p‘rio\not ex@%({ the significance level 0.05, which is
&
I

marked by th Nine' th‘is qnsd)@nodel stability and efficient regression
tQ s
t ¥

estimation model. \Q)
d v-): Yg\
&Y
e

RN
N
S
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Figure 5.8: Stability T%\C,Sc

5.4.2  Sukuk Liquidity and Stocl@h LEW—I %esis 7)
For the purpose of testi@ssunﬂ)tion Jine@ Table 5.27 shows the
&

correlation test result for the | at c@)rises three variables: stock

market liquidity (STL), | R quidiT Su kl(kb?and Amihud Sukuk liquidity
'3
res C
t quui@y at (r=0.972, p=0.000), and a significant
b4
assumps n of regression that aﬁﬁj&slinearity within the model construct.
\

_ '3
(ASL). The correlat
e,

li
co

M signi t and positive relationship between
latent liquidity \ d st
and positive r‘i’ hip efwe Afnil&tﬂﬂ%ukuk liquidity and stock market liquidity at

(r=0.513 r%ﬁ)). }h Mt ob \d from the correlation test meets the linearity

238



Table 5.27: Correlation Test of Stock Market Liquidity and Sukuk Liquidity

Variable STL LLS ASL T
STL 1 v
LLS 972" 1
ASL 513" 502"
** Correlation is significant at the 0.01 level (2-tailed)
Key: STL = Stock Market Liquidity, LLS = Latent quU|d|tyo SL= Amihud

Sukuk liquidity

To satisfy the heteroscedasticity assumption % on model, the
heteroscedasticity test is conducted, the result of which i 528?Ih|s
indicates the probability of the Chi-square being higher than 0 05, h é s the

3

data has no heteroscedasticity issue. \

Table 5.28: Heteroscedasti %\' Br

Measure ‘ %
F-statistic

Obs*R- squared
Scaled expla

Prob. F

Prob.
Prob.
5.4.2.1 Multicolli i
¢ 'm . .
For the ose of testing fhe ticollinearity assumption, Kalnins (2018)

sugé‘}ccur when there is a high correlation of one or

indicate h% th?hb?%/ i

more independent variables WI ‘Ee model construct with the dependent variable or

a;Nach other. The multlcollmearity issue within the model constructs confuses the
t

s and leads to incorrect inferences, as the model will not be able to relate the

Qedictors’ variance with the regression outcomes (Adeboye, Fagoyinbo, & Olatayo,

2014). The multicollinearity issue was tested for in the stock market liquidity model by
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using the variance inflation factor (VIF). As shown in Table 5.29, the obtained VIF for

both liquidity measurements reported less than 4.0 as recommended by Kalninsw.

Table 5.29: Multicollinearity Test — Sukuk Liquidity Modiicf}

Variable Collinearity Statistics
Tolerance VIF Y'
LLS 748 1.337 \,
ASL 748 1.337
Dependent Variable: STL T '

54.2.2 Model Stability .\d¢

lied t@ ch tﬂe _@meter

S f% te&&here the
SS aWsi varable, i.é,{(t.ock market

liquidity and explanatory variables, i.% iquidity ar@tted against each

The cumulative sum test (CUSUM) test was al
stability for stock market liquidity. Figure 5:

estimated values of the parameters for t

iteration. The stock market liquidit @ftent quu\tylg S well as grade AAA,
;'S% N

grade AA, and grade A are notati at areﬂ used +in stati software by default and

are the estimated parameter F? 5.9. §
n 'V\/hbi is the intercept of the models
£

In Figure 5.9, a% test:i‘;@
representing the Wf thel \Fh
for rating grade%, AA,
liquidity of Sukukithere s a‘ light &a@ in stability, while for grade AAA, grade AA,
and gr , arsigni #nge \urs compared to the stock market liquidity and
Iatemmmty of Sukuk. The{%’ for the ratings are looking more stable than for the

stéxmket liquidity and latent liquidity of Sukuk. The same procedure was done until
e

ntire sample space was exhausted. The stability test showed that in almost all cases,

e grap (sbfows the stability analysis of the data

fspecéﬁé(y. For stock market liquidity and latent

ere are significant relationships at the significance level of 5%; as seen in all four

graphs.
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Figure 5.9: CUSL@ M ity 2,
For testing the seventh hypot)—%f th I

g‘@ldity is considered as a
)
determinant factor of stock mar ity. Furthep, a(neésd of least squares was used

-EC

in studying the relationshi mn rs[) market I@ty as the dependent variable
and Sukuk liquidity a lanatory variablé. ® regression model is defined as
b 4 &
N @)

equation (5.8) asKs: 0

= latent liquidity of Sukuk
QSL = Amihud Sukuk liquidity

e = an error term
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The seventh hypothesis is tested in two stages. The first stage tests the explanatory
estimation of the latent liquidity of Sukuk, while the second stage tests bothw
liquidity measurements, latent liquidity and Amihud liquidity, against o\harket
liquidity. Between the first and second stage of the estimation test,‘Nalyms of
variance (ANOVA) is tested to confirm whether or not there is any Wlty between
both measurements of Sukuk liquidity.

Table 5.30 below shows the model result of stock mu'dlty and Sukuk
liquidity using the latent liquidity of Sukuk as an explan esti at odel was
used to determine whether or not the latent liquidit ukuk [has @*n.kéa't and
positive influence on the stock market quuidity je t|v€ nvex&'tlon isto
determine whether or not the model fits tw ell«The atlstu*@'esults and the
reports of the model results of stock %wdlty an nt @ﬂ‘dlty of Sukuk for

the study used are summarized and be in Q'\B‘elow

%mo@aﬁen uidity

icien d‘ Err t-Statistic Prob.
A

C %) :0448§ }90 ZI.\.LQ' 4.032837 0.0001

\ ? 0 & 37 19.03867 0.0000
& : Me%vdependent var 0.016404

dependent var 0.020385

Table 5.3

R-squared

Adjusted R-s

F-statistic

we result of the coeffic%t of determination (R-squared= 0.957) shows that the

Q‘Qra“ goodness of fit of the models is high. Moreover, the test results indicate that the

odel passes the functional form misspecification, and residual errors test at 1%. This

implies that the model is well specified, without any problem and that it can be said that
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the estimated regression model performed well. To find the best-fitting model equation
for predicting new and yet unknown scores on the latent liquidity of Sukuk '

regression model was used; the estimated equation (5.9) is: (q\

STL=C, + C,LLS + e

(5.9) \,T

The regression equation is: i l
STL = 0.004 + 0.010 * LLS + 0" .\d,

This model fits the data well (F= 568.1168, p<. O@R -square . The

result obtained from the first stock market Irqu ed a frcant and
positive impact of latent liquidity of Suk sto k ar Irqur ity-at (Cz =0.010,

t = 19.039, p = 0.000).

N &
? ? )
5.4.2.3 Independent Sampl\ Su i |t asures
This part compares t\wwasure'went I| , frrst Latent liquidity Sukuk
l

(LLS) and second Amr li urdr r;e ependent sample t-test is conducted

to check whether re |s|a significant gg-‘erence between the two measurements,
N

then proceed th seco regreé%on model test to check which liquidity

measurem as frc nthim QtJon the stock market liquidity. Table 5.31

i
repreS§Wesult cfht edfrom‘?re independent sample test, which reveals that there

is cant variability dlﬂ'@nce between the two measures of liquidity — latent

%y of Sukuk and Amihud liquidity Sukuk — as Levene’s test of variance equality

Orgnrfrcam at (p=0.017). Also, the result confirmed a significant difference between
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the latent liquidity of Sukuk and Amihud liquidity Sukuk as there is a mean difference

equal to (-1.979), which is significant at (t=-8.949, p=0.000). Y'

Table 5.31: Independent Samples Test - Sukuk Liquidity Meaig}

Liquidity Measurements

Test Measure Equal Variances EZ qual
riances Not

Assu med

Assumed
Levene's Test for F 5.79
Equality of Variances Sig. 0.01
t-test 949
t-test for Equality of df 2}3 9@
Means Sig
Mean Difference 1 9

Table 5.32 below shows the mwalt of stoc rke@‘hldlty and Sukuk

liquidity using two measurements 0 k Ilqw I e:‘kf\nqwdlty of Sukuk and
Amihud liquidity Sukuk — as e es Imato he&l/,{i}el was used to determine
whether or not the Iatent o nd ud liquidity Sukuk have a
significant influence o km ’t liq dlfy.~® objective of the investigation is

s &
ﬁ:e well. The statistical results and the

mar@ﬁqwdﬂy, latent liquidity of Sukuk, and

Lee?are summarized and described in Table 5.32

to determine whe:@ot th?
reports of the sult

¢
Amihud liqui kuk/or

=& 5
$
S
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Table 5.32: Regression Test — Latent and Amihud Liquidity Measures

Variable Coefficient Std. Error t-Statistic t-%?gtLisz'::iC
C -0.003155 0.000917 -3.438836  -3.029 8
LLS 0.009087  0.000376  24.15355 21.18A .0000
ASL 0.003661  0.000383  9.547429 8.3¢8y,, 0.0000
R-squared 0.970273 Mean dependent var ‘ 0.016404
Adjusted R-squared  0.969707 SD dependent var \, 0.020385

F-statistic 1713.578

The result of the coefficient of determination (R-squared= 0.970 WS tIQt.the
\
overall goodness of fit of the models is high. Mor , the test resul nd'ca-t%it'%at the
' 4
model passes the functional form CUSUM testw@&idu rofs test within 5%. This

implies that the model is well specifieg; a at tﬁ& esti
performs well. To find the best-fitting el equatio

r pr@ting new and yet

\ 2y
unknown scores on latent liquidi uku% hud«<liquidity Sukuk on C, a
. )
ma

@
equation (5.10) is:
2

ated ression model

regression model was used, a sti

f

%!: }— y ngo * LLS + 0.004 = ASL + 0.000
4? ’
el Tits

This&l the data well (F\-ﬁ)}f&S?& p <0.05 and R-squared = 0.970). The result
from the first stock market liquidity model confirmed the significant and

positive impact of latent liquidity of Sukuk on the stock market liquidity at (C>=0.009,
24.154, p=0.000), and a significant and positive impact of Amihud liquidity Sukuk

on the stock market liquidity at (Cs = 0.004, t = 9.547, p = 0.000). The robustness test
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ran to confirm meeting the assumptions of the regression test, the obtained t-statistics
from the confirmed the result of the post-regression test. T

The result obtained confirmed an association between Sukuk quuid@}smck
market liquidity, as there is no existing evidence in previous studies‘l;wicate this
association, specifically for Sukuk instruments. In considering Sukuk'@s an instrument

of debt, few studies from the conventional bonds are reporteq. Me and Giordano

(2013) found a contagion among the Euro and US stock m ; the cortagion between
the debt and equity liquidity is confirmed in causality ciati nWhe higher
L

market. T alﬁe.fﬁj‘r‘s in

|the¢ or s@t’:-l'( market

nt. ﬁ\Iso, owd@‘:rUddin, and

Anderson (2018) tested the liquidity e wian eighte Ing @‘k markets in Asia;

the finding indicates a bidirectional @sation be\engon li 'u\idity and stock market
;'w% N

liquidity. The finding emphasi ole of mo tary@"f\/ in that money supply,

government expenditure, a@te T Wi aff@e stock market liquidity for
both the bond and stoc ) ' 0’
’ 4 $ &
Anderson (2 investig'a \h& ausal.relationship between bond liquidity and

AN
stock return, inawhichwthe

liquidity. A on (2017) us th€ ierJ‘TJ?ed round-trip cost (IRC) for measuring the

liquidity in the debt market leaks positively to the e

the economic crisis in which the lower liquidi

causes the lower liquidity of the other i

==

ad

o

{:ﬁfnds is used as a measurement of bond

N
which .£sti Ptes t@ransaction costs of trading by the difference

betvg&e ask and bid price @he maximum price of the imputed round-trip trades.

\Ny finding revealed a significant relationship between bond liquidity and stock

d n, where improving the bond liquidity leads to improving the profitability; this can
e

gained by lowering the related transaction cost of higher bond liquidity or higher

expected cash flow.
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In the case of the Malaysian secondary market, most investors in the Malaysian
stock market prefer to hold Sukuk until the maturity date (Hanafi et al., 2018), i
interpreted as being due to the low association between Sukuk liquidi tock
market liquidity for the two Sukuk liquidity measurements. Also, the ﬁkrading of
Sukuk within the secondary market (Smaoui & Ghouma, 2020) is attm to the high

domination of financial institutions over the secondary marget f oy & Mehmet,

2018) and to the insufficient information about Sukuk i AI]Tamimi, 2019).
According to Ulusoy and Mehmet (2018), only 6% o uk i tr‘z?dequecurities
L

Brokers and traders in the Malaysian stock market, w

e Sukuk tr db)_/\ ncial

institutions comprises 78%, with insurance fir , a% ed @/estment

s ( 5)ﬁa\un idenc@.ﬂrmswitha

small capital market have a higher tram ncy ont on@narket compared

to large capital firms. For the find@s‘ Jaccar ?), j

market, either in debt or equity i nts, Qvould eare for the stock market and

X
S
The positive ass0ciati Sukuk qiq@lty and the stock market can be
’ 4 ¢ &
explained by the&N(Qend ? \th\ strugn-ts. Investors shift their investment
decisions basedw an anor(J%kob, Hashim, Zanariah, & Wel, 2017);

!

¢

debt is cons'!sg@s being a le rgky@s rument compared to shares (Modigliani and
5

Mil:,i&%

low instruments, while i{ le economic condition, investors take their decision

funds and firms. Apergis, Artikis, and Kyr

Ijq'gl'dity within the stock
N

gconomic recession. l
etwee

N
recessi Pnomi&onditions, as investors shift their investment to

t N! based on their risk aversion. Hence, assets that share the same risk weight will

Q the same trend of liquidity (Goyenko & Ukhov, 2009). Hakim and Rashidian
0

02) tested the cointegration among Dow Jones Islamic market index, Wilshire 5000

Index, and three-month T-bills; the finding confirms an equal Sharpe ratio for both the
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Wilshire 5000 Index and three-month T-bills. This result clarifies a parallel and positive
risk to the debt instrument represented by three-month T-bills and the stock t
index represented by the Wilshire 5000 Index. This result concludes that th@ility

of leaking investment from a higher risk instrument, such as equit t can be

neglected for the case of stock market index. R

5.4.3 Stock Market Liquidity and Sukuk Ratings (Hy e; 8)'
For testing the eighth hypothesis, the Sukuk rating ed a aWam factor

L 4
ssion is u 'I]n&@vn.trol

of stock market liquidity; the method of least squares

variables are included in the model, as these vari

=3
=

positive impact on stock market liquid

regression model for Sukuk rating is defi ed)s equati

follows: (,) \Y
S

where!
)

= stock market liquidity B
aaa = latent liquidity of Sukuk — Rate AAA
OSAA = latent liquidity of Sukuk — Rate AA

LLSa = latent liquidity of Sukuk — Rate A
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Table 5.34 below shows the analysis of Sukuk rating for three grades of Sukuk —
AAA, AA, and A — to test the hypothesis assuming that a higher Sukuk grad?s'a
higher impact on stock market liquidity compared to a low Sukuk grade. L@t the
table, there are 108 data (N. observations), with stock market Ii& being a
dependent variable as well as the latent liquidity of three grade Suktik independent
variables. The research results are summarized and described i the\*fe, which reports
the statistical results of the Sukuk rating for model (1) A Rh-e srudy use, which
includes abbreviations of stock market liquidity as a den the AAA
grading model (1) is used for the study, and the gc@invest' ati
whether or not the model fits the data well. Ta pr enits atisf@;ﬁ~ result of
the method of least squares for the Sukuk rﬁ&ti;?:evﬁuo ) the research
study. \c) 6'4

From the results of the coeﬁ@% 0 ared= 0.9775), it is
%} 4

L

clear that the overall goodnes f the 'leastssquare ression method is high.
Moreover, the test results i %ha’I model paﬁéhe assumptions of linearity,
rm isépeﬁcation, residual errors, and least

multicollinearity, stabi tional

N3
2
i‘.

£

=)

squares test at 0.000%evel. Thi gamdel is well specified and meets the

assumptions. Tw an b\? at thtgﬁmated least squares regression method
4

¢
performed :
T%t best#fitti odel-equation for predicting new and yet unknown scores

on Ia@iquidity of Sukuk @AAA the method of least squares is used, and the

e%%d theoretical equation (5.14) is:

STL == Cll + ClZLLSAAA +e

(5.14)
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The regression equation is:

STL = 0.0013 + 0.0177 * LLS sus + e :L )

This model fits the data well (F =871.91, p <0.05 and R-squared = Yﬁ).
The second model (2) shows the least squares result of the W ating for grade
d

AA. Based on the result of the analysis, it can be determi ether a higher Sukuk

grade has a higher impact on stock market liquidity c 0 the_low Sukuk grade

used in this study. The AA grading is based on the m&thod of least squ siinacﬂn)gﬁoal
of the investigation is to determine whether or not mode}fi the'data Q‘e\ll Table
Y

5.34 presents the statistical result of the least sqzres m r the gﬁ(('uk rating of
grade AA. %\’ Q\ (,4
n

t of determinationg(R- uglgg:)o.gg?l),itisclear
A

From the result of the coeffici

that the overall goodness of fit of t delgs high. oreoﬁ%}the test results indicate
q

that the model passes the functiepal*form |ficaﬂ$7' residual errors, and model

N
test at 5%. This impliesghat tR model ilwell pqci@nd without any problem. Thus,
oﬂ?@j@vell. To find the best-fitting model

it can be said that the estimated moé
equation for pred@w ﬂ@knom@)res on latent liquidity of Sukuk grade

N
AA, the meth astiq% Juged,cugTé the estimated theoretical equation (5.15)

= &, V) QéJ
A% : \Zcm + CypLLSy, + e

0 The regression equation is:

STL = (—0.0027) + 0.0164 * LLS 4, + e

250



This model fits the data well (F = 2106.1, p < 0.05 and R-squared = 0.9971).

The third model (3) shows the analysis of Sukuk rating for grade A. The o

4

of the current study was to determine whether a higher Sukuk grade has a h

~—+

pac

on stock market liquidity compared to the low Sukuk grade used in t rch. The

{3,

research findings are summarized in the table, which reports the statistigal results of the

{y

Sukuk rating for grade A. The rating for grade A also used the methed of least squares
and the goal of the investigation is to determine whether C madel fits the data

well. Table 5.33 presents the statistical result of the method of IeWes for the

| &

Sukuk rating of grade A.

From the result of the coefficient of determi itis clear

i .9696
.G‘Iore er, th@mod of least
i rela@%, functional form

that the overall goodness of fit of the m

squares test result indicates that the md\%
misspecification, residual errors, arcmjtest r%v . "}nplies that the model
%m.TI% i )
e

o

is well specified and without an at the estimated method
of least squares performed N fin

new and yet unknown % the latent liguidi ukuk grade A, the least squares

's 2
method is used, a:{x%timaf M icalﬁon (5.16) is:

¢ S :'C3¥32LLSA +e
(5.16) Q,j

(Q ’ V)
regression equation is,
S

STL = 0.0028 + 0.0109* LLS 4+ e

Qis model fits the data well (F = 191.96, p < 0.05 and R-squared = 0.9696).
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Table 5.33: Result of Sukuk Rating for Grade AAA, AA, A
Model 1 Model 2 Mgdel

Variable Grade AAA Grade AA Gl
Coefficient t Coefficient t Coefﬂk t
C 0.0013 1.8539 -0.0027 -5.3517 1.0896
LLS 0.0177 11.774 0.0164 31.189 m 11.894
R-squared 0.9775 0.9971 NG%
Adjusted R? 0.9764 0.9966 Y-O 646
F-statistic 871.91 2106.1 (9 .96

Dependent variable: STL = Stock Market Liquidity, indep ntvariablesld S = Latent

Liquidity of Sukuk A
D [ 18

Based on the result obtained for the eighthvuhesiw note%:t}gt the size
igher@&ukuk rating,

(0]
ed a@&‘t ( @77) for Sukuk rated
J e

64),8nd fotﬁkuk rated A at ($=0.0109).

\
This confirmed that a higvuk riing a hi liquidity effect on the stock
{
market liquidity. % 0'

55 Summa@H F)OQi‘-eStiqgQ
‘' Pr S
Tables5,34 presents t mm@ of hypotheses testing by this study, which
reveale t all the t& Ses coé\ucted were accepted.

) &
N
S

effect varies among the Sukuk rating; it a sized t

the higher effect of Sukuk liquidity on t

the result presented in Table 5.3
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Table 5.34: Summary of Hypotheses Testing

g
\
K\g

Hypothesis

Method Decision

AV i
\> Result

Objective 1: To investigate the stock market reaction to the corpﬁ%?'gulkuk issuance announcement
ative a

H1 Sukuk announcements in the Southeast
Asia and GCC stock markets are not
associated with an abnormal return

H2 Announcements of Sukuk in the Southeast
Asia market are associated with lower
negative abnormal returns compared to the
GCC Sukuk market

H3 Announcements of Sukuk that have a
longer time-lapse are associated with higher
abnormal returns

Event study methodolog e
ac{ion @g:)utheast
Asia and GC
‘é rbgﬂatc?v@}d Sukuk
$ nce@ents
Variance Analysi
d.) &A =-0.240
AAR = -6.04

Multlple.%r regr = (p=0.034, t=3.943,
The Ge _M%J%d \\fap_o 000)
of Mo

?‘* i

significant

Cannot be rejected

Cannot be rejected

% GCC = (p=0.008, Cannot be rejected

t=8.601, p=0.000)

Objective 2: To determine the co-movement between.t&nrrg ?\'Qéfisod’efd corporate Sukuk issuance yield spreads and the stock
et

ola

H4  New Sukuk yield is associated with a high Warl nc al)@j’s\Tests
spread compared to the seasoned Su@ f s O

yield spread

H5 New Sukuk yield spread is associatsgﬁﬁm
higher negative influence on t ock
market volatility \

H6 Seasoned Sukuk yield spread i%bciated
with a lower negative influe@st e stock

market volatility

a sig., value that is less

¢ than 0.05 Cannot be rejected

Au regressive model (B=-8.435, t=-1.789,
\‘j}’ p=0.0735) Cannot be rejected

(at marginal significance)

Autoregressive model (B=-3.855, t=-2.075,
p=0.038) Cannot be rejected




1414

Table 5.34, continued i’)

Hypothesis Method = ?ﬁesult Decision

Objective 3: To identify the effect of corporate Sukuk liquidit e stock market liquidity

H7 Sukuk liquidity has a significant and positive Variance Analysis Tests
influence on the stock market liquidity Multiple linear regressio

The Generalized Methed
of Moments é
H8 Higher Sukuk grade has a higher impact on
0

stock market liquidity compared to low Multiple linear re%szl (RN M

=0.009, t=24.15,

.‘Otgq'; t=9.547,

=¥ p=0.0018,

Cannot be rejected

Cannot be rejected
0.0109, t=11.894

Yw
Sukuk grade C—) = .0164,t=31.189



5.6 Chapter Summary

Overall, the main goal of this chapter was to provide the analysis part of thi?ﬂy,
which was organized into three main sections. The first section is assignez(fg\sh first
objective, which aims to investigate the stock market reaction to the &A‘ate Sukuk
issuance announcement, as well as examine five determinants of this association — time-
lapse, market capitalization, and yield to maturity, as well as tenor, amount, and coupon
— within the corporate Sukuk issuance framework of the S g:si market and the
GCC Sukuk market. The findings in this section confitmed hw‘issuance
and negatively. I@Y;sult
confirmed that the time-lapse is a crucial factor i in% ma@gt' reaction

sign, which suggests that this is an importaﬁ@ r that he broad%{fnze~ knowledge

of corporate Sukuk issuance announ %ﬂing practi
S

Southeast Asia and the GCC. \T A
: y N
The second section was a%for tfle second obigg%?/e. The second objective

of the study was to deterr%t. eﬁl ne QBU seasoned corporate Sukuk
issuance yield spreads ck market v Iat'lilsb'he objective of this study was to
’ 4 f &
provide empirica&%s co\niﬁg\ hetrgmw Sukuk yield was associated with
higher spread cw tot ed S\@(yield spread, new Sukuk yield spread is
HI’

!
associated influ C.)
\
Sukuk %gead is.as Pted v&ﬁ lower negative influence on the stock price
T

announcement impact stock market reaction signifi

in @%tock markets of

ease on the stock price volatility, and seasoned

ol

<

tya, The sample of the @ was retrieved from the Malaysian and Indonesian
s%\harkets volatility over the period 2014-2016. The findings in this section found
hatrthere is a significant difference between the yield spreads of new and seasoned

ukuk issuances. Also, the result obtained from the ARCH and GARCH modelling
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confirmed a significant association between the yield spreads of both new and seasoned
Sukuk issuances with the stock market volatility. Yv

The third section was assigned for the third objective. The third obj c\f the
study was to identify the effect of corporate Sukuk liquidity on t k market
liquidity. The objective of this study was to provide empirical findings concerning
whether Sukuk liquidity has a significant and positive influe cmle stock market
liquidity and whether a higher Sukuk grade has a hig Y(: n stock market
liquidity compared to a low Sukuk grade. The sample o stud chf data of
108 observations and data of 22 observations for bot yses and gr. 'nd. Egt.udy
showed that there are significant relationships b% iqui@(i.e., the

Latent liquidity measurement and Amihu@liq ityu‘nea ement%?n:j the stock

market liquidity. \(’) CS<
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