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CHAPTER IV :FINDINGS A
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4.1 Introduction

This chapter provides the results for each of the i ez moiels used in this

research. It also addresses the research objectives an relat thgs to the

ay
respective objectives. é [ _\Q}
’ X
4.2 ARCH Effects Test Results Y' \ &
The presence of ARCH effects is ewr F 1 aM yssla, the Shariah-
io or Q The results are

compliant portfolio as well .as the¥co t :c_fQ

- G N\V<

highlighted below. o c,}
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421 FTSE BURSA Ma%RJ ec estS“}t
" Fr
Tablez% H Eff 1;I'.J r FTSE Bursa Malaysia
No  MARKET F- R-squared Prob. Chi-Square  R? > y%(K):
statistic ~ (R?) x*(K) Reject H,

1 FTSE BURSA 5.286 5.27 0.022 5.26

Malaysia

7
Th@e ofIAR bffe r FTSE Bursa Malaysia is computed. The F-
4

static SﬁQS.ZSG an 5.27'is tﬁé"observed R-squared value. The probability value
2) 1

N
(0. significant at QS%Qﬁdence level, therefore there is presence of ARCH

°*

% This consequently permits the computation of downside beta for FTSE Bursa

Olaysia using GARCH (1,1).
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4.2.2 Shariah-Compliant Portfolio ARCH Effect Test Results

Table 4.2 below highlights the ARCH effects for the Shariah compliant port{& '
Table 4.2: ARCH Effect Test For Shariah-Compliant Portfol{‘f)

No.

O© 00 N O Ol W N P

NNV NRNRNNRRRRR R P B B
O B WONPFP O O©O®NOUAWNIRO

dlﬁereh&s

majorlty of returns. Wlth the rejection of the null hypothesis, the series

F-statistic ~ R-squared  Prob. R* > No. F-statistic R- Prob.
(R?) Chi- x%(K): squared Chi-
Square  Reject (R®) Square
X*(K) H, x*(K)
20593.39  1167.90 0.00 1167.90 26 204.25 17555  0.00
19256.93  1163.33 0.00 1163.33 27 i 715861  0.00
57387.33  1211.90 0.00 1211.90 28 39.85 3867  0.00
3.30 330  0.07 3.23 20 YW w02 | 1094 000
64.98 61.83 0.00  61.83 30 251.86 20953  0.00
30.61 29.92 0.00  29.92 3L,  W4300 24624 0.00
46.32 44.72 0.00  44.72 32 22.83 2245  0.00
9.44 9.38  0.00 938 ag3® " 1455 7141417 0.00
5.18 5.16 0.02 5.14 34 7.44 741 001
50.95 4901 000 4901 N35T _\1787 1216 000
5.10 5.09 0.02 5.06 36 16.10 15.92  0.00
152.56 136.00 0.00 136.00°W 37 | 4937, "19.10 0.00
79.57 74.87 0.00  74.87 38 17966.43  1157.44  0.00
27.86 2729 000 779 39 W\ 00" 001 0.0
265.49 218.87 0.00 218.87 40 15412 13724  0.00
40.75 39.51 o%q\ 9. 51 ""y c}f-“ 3.70 0.05
3.81 3.81 0.05 3.75 42 1.44 144 023
0.70 0.70 \@ep O.N43 .SQ 3.54 3.53 0.06
24.07 23.65 0.00  23.65 44 16.58 16.38  0.00
6.11 #5809 \( 0.01 | e.oy i 4.@' 5.12 5.11 0.02
26.49 25.97 0.00 2597 46 72.26 68.37  0.00
& L
12046, 109.98F 0:007 WOT93" /47 23755  199.55  0.00
301.74 242.89 0.00 242.89 48 24.45 2401  0.00
~

120 121 ~J 027 094~ 49 24.45 2401 0.0
36.91 3590 o 00  35.90 50 60.19 57.49  0.00

“’J‘ 354

ablll,ty va

odelling of downside beta using the GARCH (1,1) method.
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es fo@ﬁariah-compliant portfolios are significant at

4

except for three&) tocks. Therefore, the null hypothesis is rejected for

onstrates the presence of ARCH effects. Consequently, this allows for the

R? >
x2 (K):
Reject
H,
175.55
158.61
38.67
10.94
209.53
41.62
22.45
14.41
7.40
17.16
15.92
19.10
1157.44
-0.89
137.24
3.65
1.21
3.47
16.38
5.08
68.37
199.55
24.01
24.01
57.49



4.2.3 Conventional Portfolio ARCH Effect Test Results

Table 4.3 below highlights the ARCH effects for the conventional portfolio.

\Y"

Table 4.3: ARCH Effect Test For Conventional Portfolio \(f)

No. F-statistic R-squared Prob. Chi- R? > y%(K): No. F- R- Prob.  R? >
(R®) Square  Reject H, statistic squared  Chi-  y%(K):

x%(K) (R?)  Square Reject

XZ(K) H,

1 30.46 29.78 0.00 2978 26 1289 1277 000  12.77
2 21.50 21.17 0.00 2117 27  374:90w,28806  0.00  288.06
3 0.00 0.00 0.97 -0.96 28 4368 4226  0.00  42.26
4 48.70 46.93 0.00 46.93 29 | 00Q" Qoo 099 -0.99
5 34.64 33.75 0.00 3375 30 8235 7733 000  77.33
6 17.53 1731 0.00 17.31 31 278 | 1287 000 1267
7 20.39 20.09 0.00 20.09 4.26 426  0.04 4.22
8 0.45 0.45 0.50 -0. ogeix V 1788] a5t Q00  17.65
9 18.39 18.15 0.00 1815 34 5327 5115 000 5115
10 80.11 75.35 0.00 755785 110171093000  10.93
11 2.09 2.09 0.15 1.94 36 3.04 3.04 0.8 2.96
12 6.07 6.05 001 “N604 37‘\ 23065 19456 000 194.66
13 4753 45.84 0.00 45.84 6.11 6.09 001 6.08
14 6.39 6.37 0.0L "Wy, 7635 39  @5043%_Jag53 000 4853
15 258.49 214.10 0.00 214.10 4025  39.04 000  39.04
16 19.48 19.21 0,00"7) Jy.r.b@ | 5609 5374 000 5374
17 7.15 7.12 0.01 711 42 0.00 0.00 095 -0.94
18 136.29 122.95 N ~122. gg 43 ‘Ve 57 6.55 0.01 6.53
19 0.33 0.33 0.56 023 44 570 568  0.02 5.67
20 305.68 24543 =000 | 245143 450 2702 2649 000 2649
21 73.60 69.57 0.00 69.57 46 8256 7751 000 7751
22 101.33 03’ 0.00p 9880 “47 1895 1869 000 1869
23 239.61 201.00 0. oo 201.00 48 7597 7169  0.00  71.69
24 682 £ ®W9 | 00Ty 678 49 2410 2367 000 2367
25 103.21 95.40 0.00 9540 50  69.30 6573 000 6573

Srmrl \ babl

xcegﬁ V')

differentdev
the vastymajority of returns

rates the presence of ARCH effects. Consequently, this allows for the

Efaluig;?or conventional portfolio is significant at

t@ks Therefore, the null hypothesis is rejected for

the rejection of the null hypothesis, the series

elling of downside beta using the GARCH (1,1) method.
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4.3 Objective 1: Modelling FTSE Bursa Malaysia Downside Beta

The market downside beta (FTSE Bursa) is modeled using HV, EW

GARCH (1,1) methods. The graph below outlines the downside beta OE % ursa

Malaysia.

FTSE BURSA: Annualized Daily Downside volatility

25.00%
20.00%

15.00% ——HV DBETA

———EWMA DBETA
10.00%

—— GARCH
5.00%

0.00%
03/2015 03/2016 03/2017 03/2018 03/2019

v) 05
Figure 4.1: Downside Beta Fo& Buw ia From’2015-2020

C‘) '\
The modelling of the F a Malaysi Wn@beta using the historical
volatility model, the EWMAMhe eIs shows similar trends as

captured in figure 4.1. the re ﬁldat@od fit between the models. All
h

models show simll tren roughout the observation period. The table

below hlghllght rag ua ownsz@./oeta for all the models.
s
ab 4.4 , - own@e Beta For FTSE Bursa Malaysia
YEAR [ : Average of 6‘ Average of EWMA Average of
DBETA DBETA GARCH
2015 0.1087 0.1250 0.1090
2016 0.0641 0.0712 0.0790
2017 0.0517 0.0515 0.0654
2018 0.0784 0.0801 0.0808
2019 0.0860 0.0850 0.0915
\ AVERAGE 0.0766 0.0810 0.0843
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The data shows that GARCH (1,1) has the highest average downside beta.
Furthermore, the highest downside beta was in 2015. This could be attributed tw
debt ratio, demotivating investors from active participation in reviving @omy
(CEIC, 2021). There was a decline in downside beta for the followu'@;@ years
addition, 2017 recorded the least downside beta score. In 2018, the as an increase

compared to the previous year. This incremental trend also apg are be the case for

the year 20109. '
4.4 Objective 2: Comparing Downside Beta ‘\d‘
\
C—)
Tables 4.5 and 4.6 captures the descrlptl atlstlc th do e stock
returns. The average mean for the 5-year perlod give &Ty Also, the

€ thererage minimum

maximum cut off return is at zero for al@pa Di

etuJQQurther descriptive

values is variant dependent on the omp y wn i
elements are captured such as t he S, }@r ue-Bera ancﬁ;’re probability values for
all company returns. The prob shows sults\béfy(ured are significant within
a 99% confidence levelgor bath po rtfo’os
% v‘ ?j ' g
Descriptive Sum for D ‘v aria {C{)mpllant Returns
Table 4% iﬂn fo downside Shariah-compliant portfolio

(log) stock nsis -0. 7. rr1£X|w m ceiling values for the returns is maintained
% N

at 0%, %

Inte . The highest recon@*’average mean is Nestle, at -0.0019. The average

wnsid ‘,Iowesaecorded average mean is -0.0128 by Goodway

% skewness is -4.36. The lowest negative skewed return is Sime Darby Bhd, at -
Q The highest skewed return is Emico, standing at -2.28. The average kurtosis is
3.15. This is representation of the average peak of downside returns. Sime Darby takes

the lead at highest peak point with a value of 373.4 while the lowest is Borneo at 9.68.
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Table 4.5: Descriptive Summary For Shariah-Compliant Downside Re

L\
Jarque-Bera Probability<0.05

Mean  Min Skewness Kurtosis
Adventa -0.94% -0.20 -3.35 16.86 12214.21 0.000
Ancom -0.83% -0.29  -6.20 93.79 433106 5wy 0.000
Apm Automotive -0.41% -0.07 -3.12 15.70 10316.05 0.000
Astino -0.70% -0.09  -2.45 10.65 4252904 ¥ 0.000
Bimb HIds -041% -0.07  -2.86 16.00 10413.2 0.000
Borneo Qil -1.15% -0.13  -2.65 9.68 3755161 0.000
Cb Ind Product Holding | -0.51% -0.09  -3.14 18.54 14485.49 0.000
Cocoaland Hlds -0.50% -0.17 -5.10 58.19 W "162498.1 | 0.000
Complete Logistic Services | -0.73% -0.14 -3.28 18.10 13986.99 0.000
Dutch Lady -0.21% -0.08  -6.02 61.05%,, 181293.5%_ ¥ 0.000
Emico -1.09% -0.15  -2.28 9.75 3423.89 0.000
Fiamma Hlds -0.57% -0.09 -2.73 12%80  6496.213 T ;) 0.000
Goodway Integrated -1.28% -0.28 -3.56 24.02 25406.32 0.000
ljm Corp -0.64% -0.15 -450 8554  58797.05f +0.000
loicorp -0.38% -0.14  -5.82 72.58 256732.8 0.000
Ivory Properties -0.87% -0.13  -2.96 W 1594, 104402 | '~ 0.000
KI Kepong -0.24% -0.07  -4.43 34.56 55420.27 0.000
Kretam Prop -0.71% -041 #1295, 25168 3220017, 0.000
Matrix Concepts -0.37% -0.05  -2.74 12.52 6224.247 0.000
Mesb -1.07% -0.27 4,350 21.36,8" 19916.94 0.000
Misc -0.79% -0.18  -3.10 15.49 10026.78 0.000
Mesiniaga -040% 014, -595 "~ 6974 J 237096.1 0.000
Nestle -019% -0.11  -9.67 14711 1090505 0.000
Notion -0.92%__-032," -6l08 ., 81.97 . 7329264.9 0.000
Ntpm -0.56% -0.13  -3.60 25.32 28372.33 0.000
Pansar -1.25%%,-083  -3.620" 2535, 28456.22 0.000
Pantec -059% -0.13  -3.91 27.13 33173.48 0.000
Petra Energy -0.60% ~-0.10f 287"  1ed3 10590.11 0.000
Pan Malaysia Hldgs -0.60% -0.07  -2.47 10.63 4260.767 0.000
Public Packages PT8% -024_ Aop , 2951 39680.94 0.000
Sapind -0.69% -0.12  -2.84 15.97 10339.8 0.000
Sarawak Consolidated | -0.55% 0.6~ 4310 29.56 40227.17 0.000
Sbccorp -0.94% -0.23  -3.85 23.66 25072.24 0.000
Scanwolf Corp -062%~-019 471 37.77 66927.99 0.000
Scgm -1.09% -0.34  -4.30 35.24 5743453 0.000
Shh Resources 1-0.65%-0721, ~ 3558 63.92 197875.7 0.000
Sig Gases -0.68% -0.15  -3.44 19.28 16110.03 0.000
Sig Int -0.82%/ -0.44> -3.25 18.55 14654.25 0.000
Sime Darby Bhd | -0.83% -0.17  -3.85 27.49 33990.71 0.000
Slp Resources 7-047% %35 -1528  373.04 7111363 0.000
Spritzer -0.68% -0.12  -3.19 16.80 11925.81 0.000
Success Transformer -0.41%,7-0.09  -3.39 19.26 16020.29 0.000
Superlon Hldgs -0.74% -0.17  -4.44 33.01 50511.63 0.000
Taann -0.79% -0.20  -4.56 40.10 75271.86 0.000
Tasek -057% -0.12  -3.14 19.59 16233.85 0.000
Teo Seng Capital -0.36% -0.08 -3.98 23.17 24249.57 0.000
Time Dotcom -0.76% -0.12 -3.34 18.15 14142.2 0.000
Tong Herr Resources -0.46% -0.14 -5.78 58.16 163819.6 0.000
Tsh Resources -0.55% -0.16 -4.50 36.33 61493.09 0.000
Pestech -049% -0.08  -2.66 12.92 6537.773 0.000
AVERAGE -0.007 -0.16  -4.36 43.15
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Descriptive Summary for Downside Conventional returns

Table 4.6 highlights the descriptive summary for the conventional pwz of

downside returns. The maximum ceiling values for the returns is mai&hat 0%,

hence downside. The data shows that the downside mean for conventional portfolio
(log) returns is -0.007. The lowest recorded mean is -0.0171 bygJohan®Holdings. The
highest recorded mean is Samchem, at -0.0019. The average vﬂess is -4.669. The

lowest negative skewed return is AM Bank, at -23.0 e J(ewe return is

Luster Industries (-1.81). The average kurtosis is 54,55. This is repr ation \zl‘-the
| | | &

average peak of downside returns. AM bank take ead at highest'peak poﬁ with a

4
g

N

é\‘?

value of 682.53 while the lowest is Luster Industkies
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Table 4.6: Descriptive Summary For Conventional Downside Returns

|

N

Mean Min Skewness  Kurtosis J-Bera Probability
Abmb -0.53% -0.11 -3.07 18.53 14382.95 0.000
Aeon Credit Services -0.37%  -0.05 -2.92 14.10 8121.579, ", 0000
Am Bank -0.35% -0.46  -23.02 682.53 23928495 0.000
British Ame Toba -0.58% -0.13 -4.15 26.78 32702% ~ _J 0.000
Berjaya Asset -0.63% -0.11 -2.58 16.09 10208.76 0.000
Berjaya Corp -0.35% -0.06 -3.19 15.48 10130.73 ¥ 0.000
Brem Holdings -0.70% -0.12 -3.63 23.47 24336.64 0.000
Bumi Armada -1.09%  -0.41 -7.75 97.81 476037.2 0.000
Carlsberg Brew -0.37% -0.08 -3.83 25.80 29837.59 0.000
Cimb Grp Bhd -0.47% -0.14 -4.65 4499 95404.13 0.000
Dolomite Corp -1.22%  -0.20 -2.88 12.74 6607.463 0.000
Eco World Dev -1.24%  -0.29 -3.72 2260 N, 22672.65 0.000
Luster Industries -0.65% -0.10 -2.68 14.04 7766.173 0.000
Eksons Corporations -0.60% -0.18 418 ag88%6 ~ 52401454  0.000
Facb Industries -0.33% -0.13 -5.84 80.09 313608.7 0.000
Warisan -0.47% -0.13 -3.69 4 2714 | 3287914 * _'Q000
Genting Bhd -0.58% -0.08 -2.61 13.75 7371.887 0.000
Elk-Desa Resources -0.27%  -0.10 -5.96p" 5561 [ 150090.5 ~_ 70.000
Hap Seng Consolidated Bhd | -0.55% -0.36  -13.15 287.55 4212431 0.000
Maa Group -0.27%  -0.05 By 16,07 p10895.76.  0.000
Hexza Corpn -0.68% -0.17 -4.37 35.78 59382.25 0.000
Hong Leong Bank -0.36% -0.11 4, -490 (5123, 1259598 0.000
Igb Reit -0.52% -0.12 -3.31 19.29 15941.1 0.000
ljm Plantations -1.45%  -0.28" %261 1520 ,.9080.658 0.000
Johan Holdings -1.71%  -0.29 -2.75 12.55 6266.478 0.000
K-Star Sports -052% ,-032 ¥ -938._ (46198 4 1321827 0.000
Hume Ind -1.11%  -0.21 -3.07 16.06 10745.45 0.000
Lien Hoe Corp -0.83%0%, 004 _ w237 9% ' 948\ 3279.776 0.000
Leader Stl Hldg -1.30% -0.13 -1.81 5.27 940.2774 0.000
Maybank Bhd -0565%n, -0.36 = -12.78 = 25601 3335538 0.000
Metrod HId -1.08% -0.15 -2.66 11.71 5369.984 0.000
Majuperak Hldgs %" -004 _ -840 <3N17.99 13966.04 0.000
Pavilion Real Estate -0.22%  -0.13 -6.03 45.78 101905 0.000
Public Bank Bhd m058% -012 J -328.) 2497 27044.76 0.000
Pentamaster Corp -0.48% -0.13 -4.45 41.21 79397.36 0.000
Plb Engineering 70.64%_~:0.16 4.00 26.54 31892.84 0.000
Lbi Cap -0.84% -0.22 -4.09 37.41 64520.59 0.000
Rhbank -0.44% £0.13 £, 74.49 26.14 31772.31 0.000
Samchem -0.19%  -0.04 -3.95 22.72 23283.58 0.000
Southern Steel £0.47% _L0.23%" -10.06 183.70 1705233 0.000
Tasco Berhad -0.77% -0.14 -3.23 17.49 12984.78 0.000
Tan Chong Motor 090% :0.22 -3.85 3157 45176.64 0.000
Tdm Berhad -0.52%  -0.08 -2.78 13.52 7310.189 0.000
Teck Guan P'dana 7-9159%,_~-0.09 -2.53 10.65 4331.738 0.000
Texchem Res'rces -0.85% -0.12 -2.78 13.92 7737.961 0.000
Digistar -0,85%" -0.20 -3.65 23.14 23666.49 0.000
Yung Kong Galvan -0.62% -0.13 -3.49 19.13 15933.08 0.000
Ytl Corporation -0.37% -0.10 -4.48 23.98 26844.79 0.000
Mphb Capital -0.59% -0.14 -3.86 30.60 42370.78 0.000
Pensonic Holdgs -1.30%  -0.30 -3.67 27.08 32672.74 0.000
AVERAGE -0.007  -0.16 -4.67 54.56
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4.4.1 Downside Beta using HV, EWMA and GARCH (1,1)

Table 4.7: Downside Beta of Sharia-Compliant Portfolio v '

1-25 companies HV EWMA | GARCH | 25-50 companies HV E GARCH
1,1 1,1
Adventa 0.3146 | 0.3247 0.3504 | Pansar 0.1823 | 0.1906 0.2014
Ancom 0.2165 | 0.2363 0.2901 | Pantec 0.1550 04 0.1679
Apm Automotive 0.1310 0.1366 0.1469 | Petra Energy 0.2756 0.2964 0.3320
Astino 0.1825 | 0.1995 0.1908 | Pan Malaysia HIdgs 0.3759% 0.3958 0.4267
Bimb HIds 0.1083 | 0.1175 0.1181 | Public Packages (ﬁsoo 0.1961 0.1900
Borneo Oil 0.3611 | 0.3819 0.4138 | Sapind _ |Nomes2 | 02151 0.2319
Cb Ind Product Hd. 0.1319 | 0.1446 0.1470 | Sarawak Con. 0.3321 | 0.3381 0.3714
Cocoaland Hlds 0.1481 | 0.1566 0.1777 | Shccorp ! ‘.18%5 0.2005 0.2345
Complete Logistic 0.2160 0.2281 0.2325 | Scanwolf Corp 0.3587 0.3700 0.4225
Dutch Lady 0.0699 | 0.0723 0.0976 | Scgm v 0,1781 ‘619‘1{‘\;5 0.2649
Emico 0.2861 | 0.3124 0.3020 | Shh Resources 0.2173 | 0.2252 0.2388
Fiamma Hlds 0.1659 | 0.1763 0.1746 | Sig Gasé'K 02215 02388 | 0.2578
Goodway Integrated 0.3750 0.3976 0.4078 | Sig Int 0.2153 0.2349 0.2436
ljm Corp 0.1686 | 0.1849 0.2141 | Sime D@y Bhd 1N.0.1476 ‘t\Wﬁ"’l 0.2584
loicorp 0.1093 | 0.1168 0.1353 | Slp Resources 0.2050 | 0.2150 0.2304
Ivory Properties 0.2227 | 0.2454 0.24&%& o.}@e, 0.1366 0.1404
KI Kepong 0.0729 0.0763 0.0896 | Success Transformer 0.2298 0.2397 0.2487
Kretam Prop 0.2014 | 0.2154 08608 sﬁperm\ms‘{ ) ~0,2160 | 0.2331 0.2700
Matrix Concepts 0.1015 0.1097 0.1112 | Taann 0.1486 0.1625 0.1680
Mesb 0.3587 | 0.3698 | oue00FL | TaSek 57 o f 01140 01185 | 0.1431
Misc 0.1149 0.1220 0.1390 | Teo Seng Capital 0.2070 0.2233 0.2285
Mesiniaga 0.2729 | 0.27 ‘.283] fl'rﬁé’?otcom &-‘ 0.1435 |  0.1487 0.2238
Nestle 0.0645 0.0659 0.0965 | Tong Herr Resources 0.1656 0.1741 0.1921
Notion 0.2425 | 102686 || 0.3357 | Tsh RésolirceS 01292 | 0.1411 | 0.1422
Ntpm 0.1522 | 0.1640 0.1740 | Pestech 0.1503 | 0.1664 0.1669
e \
The table gbeve highlights resul@ﬁr downside beta of Shariah-compliant

stocks and th

usihgH W&%ﬁ GARCH (1,1) models.

}Qﬂ 8: S na} ﬁ‘it And FTSE Bursa Malaysia Downside Beta

AVG Shariah—compllant stock beta

0.1975

0.2095

0.

2328

FTSE BURSA MALAYSIA ‘

0.0766

0.0810

0.

0843

‘

A\‘;j

The results show a slight steady increase in downside beta estimates as the

ods become more rigid. The GARCH model gives a total annualized average beta

23% for Shariah-compliant stocks based on the GARCH (1,1) estimates. The result

indicates that both the market and the portfolio recorded higher values for downside
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deviations as the parameters become tighter. The downside beta for conventional stocks

is also highlighted below:

Table 4.9: Downside Beta of Conventional Portfolio

T
S

1-25 companies HV EWMA GARCH  25-50 companies HV EWMA GARCH
(1,1) (1,1

Abmb 0.1418 0.1539 0.1558 K-Star Sports 0.5730 0.5919 0.3667
Aeon Credit Services 0.1052 0.1118 0.1092 Hume Ind o 0_1\90 0.1948 0.2395
Am Bank 0.1210 0.1247 0.3003 Lien Hoe Corp 0.2319 0.2493 0.4075
British Ame Toba 0.1813 0.1982 0.2376 Leader Stl ﬂldgv*b_3505 0.3650  0.4504
Berjaya Asset 0.1997 0.2051  0.1737 Maybank Bhd 0.0735 0.0786  0.3457
Berjaya Corp 0.1631 0.1796 0.1270 Metro v 9.1317)0.1249 0.0886
Brem Holdings 0.1059 0.1105 0.2011 Majuperak Hldgs 0.3275 0.3462  0.1680
Bumi Armada 0.3040 0.3258  0.6327 Pavilion Real'Estat§ 0.1316 0.1406  0.1498
Carlsberg Brew 0.1056 0.1122 0.1189 Public Bank Bhd 0.0574 0.0598 0.1584
Cimb Grp Bhd 01315 0.1397  0.1519 Peéftamaster Corp [ 0219302386  0.2373
Dolomite Corp 0.4192 0.4336  0.4107 Plb Engineering 0.2133 0.2067  0.2549
Eco World Dev 01532 0.1716  0.4613 WbiCap ™ "' 0.1924° 0.1942 0.2342
Luster Industries 0.4042 0.4250 0.1653 Rhbank 0.1393 0.1472 0.0700
Eksons Corporations 0.1930  0.2000 LM‘SamChe{ T A<Q.2§48 0.2410  0.2088
Facb Industries 0.1451 0.1510 0.1134 Southern Steel 0.2419 0.2616 0.2443
Warisan 0.1921 0.1842+ 0.1590 “wlasco Bérhad .\ 01657 0.1782  0.2463
Genting Bhd 0.1357 0.1534  0.1484 TanChongMotor ~ 0.1364 0.1486  0.1482
Elk-Desa Resources 0.1018 0 m’o_lﬁS Tgn@erhagt)‘ 0.2109 0.2340 0.1838
Hap Seng Consolidated Bhd | 0.0872 0.0875 0.2809 Teck Guan P'dana 0.2755 0.2850  0.2405
Maa Group 0.1791 oN exche@kés'rces 0.1993 0.2077  0.3062
Hexza Corpn 0.1724 0.1791 0 2171 Digistar 0.3765 0.3982 0.2177
Hong Leong Bank 00797 _0.0843 | 0.1146 | YungRong Galvan  0.3596 0.3862  0.2142
Igb Reit 0.1049 0.1118 0.1758 Ytl Corporation 0.1487 0.1647 0.1764
Ijm Plantations 40.1606” 0,1680". ‘0.4159 (_Mphb Capital 0.1370 0.1538  0.3990
Johan Holdings O 3883 o 4231 0. 2390 Pensonic Holdgs 0.2103 0.2175 0.6009

N
S

Ther Nr the conve |0rial g%gcks also show an increase in downside beta

estimates

ethod becam

o&%obust The average downside beta score for

conveiwocks is 2 76‘9’6 basqron the GARCH (1,1) estimates. The table below

Table 4.10: Conventional And FTSE Bursa Malaysia Downside Beta

e downside scores B'(f:?he conventional stocks and the market for the study

Total

0.1972

0.2083

0.2376

FTSE BURSA MALAYSIA

0.0766

0.0810

0.0843
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4.4.2 GARCH (1,1) Results

The GARCH (1,1) downside beta values are given below. It is categoriz
groups. Group 1 contains the list of downside beta values for all

th
compliant stocks using the GARCH (1,1) method. Group 2 contam&h

A\

e list of

downside beta values for all the 50 conventional stocks using tthARCH (1,2

method.

Table 4.11: Downside Beta Values Fo ;ortfdlios

Shariah-Compliant Companies Co al Companies
Companies Companies Companies C ies
(1-25) (25-50) (1-25) ] 15-5,50) e
0.3504 0.4267 0.1558 | 7!.35673")‘
0.2901 0.2014 0.10 b I J 02395,
0.1469 0.1679 0! ~| O 0407
0.1908 0.1669 0.226 N\ 10,4504
0.1181 0.3320 37 )\ %0.3457
0.4138 0.1900 1270 N %, 0.0886
0.1470 0.2319 0.2011 \J 0.1680
0.1777 03714 0. )|~ o0.1498
0.2325 0.2345 R VA 0.1584
0.0976 0.422 V015 Q4 0.2373
0.3020 0.26\ \J NI 0.2549
0.1746 0 < 0Me13 S 0.2342
0.4078 0.2§8 ‘ Jo1653. 0.0700
0.2141 % 6 v 2084 0.2088
0.1353 0:2584_~J 04134 0.2443
0.2489 No.zaop Ny 01590 0.2463
0.0896 0.120 L011484 0.1482
0.3608 0.24 | , 01155 0.1838
0.1112% 0.27 , 7 0.2809 0.2405
0.4% Jo1gso) [~/ 0.0898 0.3062
8 " 013!31 <" 0.2171 0.2177
. 0.2285 ] 0.1146 0.2142
965 0.2238+7 0.1758 0.1764
0.3357 0.1921" 0.4159 0.3990
0.1422 0.2390 0.6009

N

? §.1740
The t-test was computed to establish whether the downside beta values, using

GARCH (1,1) method, will yield statistically difference among the two portfolios.

This was done using a confidence interval of 95%. The p-value (0.83) is greater than

52



the level of significance (0.05), therefore, the null hypothesis is not rejected. As a result,
there is no statistically significant difference in downside beta values between -
compliant stocks and their conventional counterparts. The table below h@s the

result. A

Table 4.12: T-Test For Downside Beta Using GARCH ) Results

t-Test: Two-Sample Assuming Unequal Variances SCS CS

Mean 0.2328 v* 0.2376
Variance 0.0087 0.0159
Observations ﬂ g L' 50
Hypothesized Mean Difference 0 !

df M B MR\ o
t Stat 7 -0.2166 i’)
P(T<=t) one-tail N 4 1) v~
t Critical one-tail 1.6620

P(T<=t) two-tail N 082%. v

t Critical two-tail 1.9867

The mean downside beta valueNQS-year peri

A
Shariah-compliant portfolio and %tio a]h\sgﬂx tively. However, the
(..)

difference in mean values are ically not sig icanttherefore suggesting that the
downside measures of Sha mpliant p lio @ﬁ significantly better than its
conventional counterp#:re, gj\;:sd'ggeta as primary selection criteria,
investors will not be penalised '1 p\rring a@entional stock over its contemporary

Shariah-compl'M)c ,LIrres eIOf(tES}igh“y higher beta of 0.238 as opposed to
¢
0.233. Th@a of ()Ds?ti S fK(gnch of the portfolios is 50 and the degrees of

-

freedo 0] ’

.
{4

5
4,43y, Portfolio Explanatory}ower On FTSE BURSA Malaysia

The explanatory power of both Sharia-compliant stocks and conventional stocks
W

ard modelling the downside market beta is put to test. The regression (see appendix)

shows Shariah-compliant portfolio and conventional portfolio registering an R-squared
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value of 7.5% respectively. Based on this metric, it is evident that Shariah compliant

stocks have a higher impact over their conventional counterparts in explain
market downside beta. However, the direction of impact contribution @}/e or

negative) is dependent on the interested time period and the perf e of the

interested asset class. ?

i he@?rs of the
onve ce
i

oli!)@c s (log

Sharia-Compliant Portfolio

The combined effects of the portfolio on e

rs downsQ\e’stock (log)
EB rsgdownside beta

AR(Qterm, and higher

returns is used as the dependent variable.ChNi' roring of

reveals that Shariah-compliant portfolio |ste5\al

GARCH and long run variance w canng%x
7]

Table 4.13 highlight the resu& e ' Iiark’s%gks that are significant in

predicting the downside_bet e ma'<et r %\

IS'Q

&I‘ portfolio in Malaysia.

- 4
Table 4.13%ia -Co%q ortfo@(/lodelling of FTSE Bursa Malaysia
2 I -
SCS BORNEO CB 1M KL MISC SHH SIME  SPRITZER SUPERLON TONG
oIL IND CORP KEPONG RES. DARBY HERR
RES.
Coeff. | 0.010 0074 0029 0.110 0054 0019 0033  0.043 0.018 0.042
(0.034)  (0.000) (0.006) (0.000)  (0.002) (0.042) (0.000) (0.003) (0.049) (0.000)

Err

Std. | 0.005 W Of)ll kozé _\hb.on 0.010  0.006 0.015 0.009 0.009
Able 4.13 highlights@f(s that statistically significant at 95% confidence

in?\in explaining the downside beta for FTSE Bursa. Furthermore, the coefficients

Qt e constant term, GARCH term and the ARCH term are all positive and statistically
[

gnificant at 1% confidence interval.
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The conditional variance equation is given by:

h, = 0.0000063 + 0.180%_, + 0.60h,_,

Where Cf}
b; = 0.18 : ARCH parameter, *

6, = 0.60 : GARCH parameter.

The stability of the method requires both the values "and the additive

computations of b; and 6; to be less than 1. This conditieniis met. Tr'eref , there is

D

presence of time-varying conditional downside betadin the returns of 'TS“F}Bﬁrsa
Malaysia stock as modelled by the Shariah-comp stocks.,lf TSE Bur '%Vas only
composed of Shariah-compliant stocks, the dowﬂde be low Q?'raph shown

below. %\, 0\ &

The conditional standard deviation for Wﬁ a E Shariah-compliant
&

stocks on the is captured below. E ) Py >
024 Y

A i“ (S'

.020
016 -

012

e (YR R
NG R A VA T VA

QE 2015 2016 2017 2018 2019

| —— Conditional standard deviation |

I T

Figure 4.2: Shariah-Compliant Portfolio Modelling FTSE Bursa Malaysia

55



Conventional Stocks

Similarly, the combined effects of the conventional stocks on explal
variations of the downside market beta is done using GARCH (1,1) analym@ was
normal convergence achieved after 207 iterations with an R-squared vaf&o 03. The
conventional stocks (log returns) represent the independent variable&ﬁﬂe the FTSE
Bursa downside stock log returns is used as the dependent variable."Also, the GARCH
and long run variance terms for the conventional portfo Y:t an the Shariah-
compliant portfolio. Table 4.14 highlights the result of t aria- OWtOCkS that

L
are significant in predicting the downside beta of the t retutns. l .\C—}

Y-
Table 4.14: Conventional PortfohongQN:\ BuE@t’al aysia

SCS ABMB CIMB EKSONS GENTING HUME MAA MAY PENTA PLB YTL
IND GROUP BANK MASTER
Coeff. | 0.054 0.063 0.028 0.067 0.019 0.023 0.082 0.017 0.042 0.034

(0.000)  (0.000) (0.000)  (0.000) (0.034) (o 002) (0.003) (0.052)  (0.000) (0.000)

Std. 0.011 0.015 0.008 0.013 0.009 902&\ 0.009 0.006 0.010
Err
7 >v &

Table 4.14 hlghllghts at st atisti ly s @f-lcant at 95% confidence

u A:urthermore, the coefficients

interval in explaining the d

of the constant term, G% rm an the “dH% are all positive and statistically
significant at 1% ence Iere %
The con |on ari eitlon en by:
8 (@y . +0.52h,_4 (3.29)

N
22/ ?
048 ARCH pavsa&B{er

0.52 : GARCH parameter.

0 The stability of the method requires both the values and the additive

computations of b, and 6, to be less than 1. This condition is not met. This has the
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tendency to offset the persistence of the volatility and results in explosive volatility
predictions, and hence, results to poor forecasting. However, there is presence Tﬁ!
varying conditional downside beta in the returns of the FTSE Bursa Mala@}ck as
modelled by the conventional stocks. A

If FTSE Bursa was only composed of conventional stocks, the"downside beta

will follow the graph shown below.

N
e

.035 -

.030

025

.020

015 -

.010 -

.005

.000

T K% A L L
250 iw 750\ 1000
N
( —— Conditional standard deviation |
Figure 4. 3 nven on M-/Mo eI ng FTSE Bursa Malaysia

4.5 Objectl ortl of Rati O
Th 0 ratl rt e o&ﬂollos was done using the downside beta scores
of the (1, ) mo T%e d@*s sorted into groups, where the first group (Group

1)% t of the Shariah-com 1ant portfolio while the second group (Group 2) is the

§he conventional portfolio scores.
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Table 4.15: Sortino Ratio For Both Portfolios Using GARCH (1,1) Scores

SHARIAH-COMPLIANT PORTFOLIO CONVENTIONAL PORTFOL IO
Group 1 Ratio Group 1 Ratio | Group 2 Ratio Group 2 Ratio
Adventa 0.02  Pansar 0.04 | Abmb -0.03  K-Star Sports%, »  -0.02
Ancom 0.04  Pantec 0.01 | Aeon Credit Services 0.09 HumeInd -0.07
Apm -0.04 Petra 0.05 | AmBank -0.02  Lien Hde Corp)! -0.01
Astino 0.02 Panmal -0.05 | British Ame Toba -0.06  Leader Stl Hldg 0.00
Bimb 0.04 Pub Pack 0.05 Berjaya Asset -0.02 Maybank BRd 0.01
Borneo -0.01  Sapind -0.02 | Berjaya Corp -0.05 Metrod HId -0.05
Cb Ind -0.03  Sarawak 0.09 Brem Holdings -0.01  Majdgerak Hldgs 0.02
Coco 0.07 Shccorp -0.01 | Bumi Armada -0.01  Pavilion Real Estate  0.03
ComlLog  0.03  Scanwolf 0.01 | Carlsberg Brew 0.11  Plhlic Bank Bhd 0.02
Dutch 0.04  Scgm 0.03 | Cimb Grp Bhd 0.01  Pentamaster Corp 0.20
Emico 0.03  ShhRes -0.01 | Dolomite Corp 0,03, PIb Engineering 0.02
Fiamma 0.01  Sig Gases 0.07 | Eco World Dev -0.02  LbiCap -0.01
Goodway  0.01  Sig Int -0.01 | Luster Industries ~ 4g@0%0 * RAbank _¢ -0.01
Ijm 0.00  Sime Darby 0.00 | Eksons Corporations -0.04  Samchem 0.07
loi 0.01  Slp Resour 0.07 | Facb Industries 4 004 [Southern'Stel . 7~ -0.02
Ivory -0.02  Spritzer 0.02 | Warisan -0.04  Tasco Berhad 0.00
Kl 0.04  SuccessTrans  0.07 | GentingBhd agee®™ ™ -0.03 [ Tafii€horig Mator -0.07
Kretam 0.01  Superlon 0.08 | Elk-Desa Resources 0.02  Tdm Berhad -0.04
Matrix 0.05  Taann 0.01 | Hap.Seng Congolidaied ~0.04 “pyFéck Guan P'dana 0.02
Mesb 0.01  Tasek -0.07 | Maa Group 0.08  Texchem Res'rces -0.03
Misc 0.02  Teo_Seng 0.04 | HexzaCémpn ,¥Y ¢ 002  Digistan -0.10
Mesiniaga  0.02  Time.Com 0.05 Hong Leong Bank 0.04  Yung Kong Galvan -0.05
Nestle 0.13  Tong 0.02 | IghReft™ ) 004 _iKCorporation -0.02
Notion 0.05  Tsh Resources -0.01 | Ijm Plantations -0.01  Mphb Capital -0.02
Ntpm 0.01  Pestec 0.06 | Johan Holdings™.. @~ -0.054 Pensonic Holdgs 0.00

Shariah-compliant stock Average 0.023 Conventional stoclf Average -0.001

- y Y \
A t-test was done to Wh&her ere iigaft’lstical difference in the
Sortino ratio values betwe Shhh- 1a stoc@'d conventional stocks. From

(1
table 4.16, the results %ﬁCst (at
4

5% ‘r‘n‘ids@ interval) indicates a p-value of
&
0.008. This probabilﬂ%lue |sl the I&fel/of significance (0.05) and therefore,
the null hypotl&is rejested: seq@& the findings conclude that there is
e ! (?
eée to return performance of Shariah-compliant

statistical di nege in [down
‘ N
stockso%' conyéntio coun@artsandviceversa. The table 4.16 highlights the
X"
resuQ N
G

3
N
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Table 4.16: T-Test For Sortino Ratio Using GARCH (1,1) Results

t-Test: Two-Sample Assuming Unequal Variances SCS CS
Mean 0.023116  “40.00112
Variance 0.001414 0.002558
Observations E& d 50
Hypothesized Mean Difference 0

df

t Stat 2.71886

P(T<=t) one-tail “0,00393

t Critical one-tail 1.661961

P(T<=t) two-tail ‘o 00786

t Critical two-tail 1 986675

The mean Sortino ratio for the 5-year period is 0.0 d-0.001 g Shariah-
compliant portfolio and conventional portfoliesrespectively. e numct?er of
observations for each of the portfolios is 50 an are a.e of freedom. Also,

Yu
the results of the Sortino ratio using the ew-l 1 d indiCates significant

difference in the mean values of Sharla-

iant stock

in li v'\ﬂth EWMA beta scores, as

NN
As a result, investors will bear m rd in a@h-compllant businesses
? 0 e,

as opposed to conventional

evidenced in the robustness Yhe ow./Ther dlfgnt opinions which indicate the
superiority of conven% ocks aqver a;u (% liant stocks in yielding better
returns such as R Nkhtef (2

Trabelsi et al. % ropos
Alam & 020)f ap

whil kenmez, Saka & Kizgin (2019) and

oth @tfollos are equally rewarding. However,

C.)

S 0 f@le findings that highlights the supremacy of
Sharlah lant stﬁ'ckgaoZ[S C ntional counterpart.
N
S

obustness Test

The robustness test is done using the market downside beta as a benchmark for
two separate portfolios. The computation of downside beta is done as highlighted

by equation 3.21 for both Shariah-compliant stocks and conventional Stocks.
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Table 4.17: Market Downside-Beta Scores For Both Portfolios

SHARIAH-COMPLIANT PORTFOLIO CONVENTIONAL PORTFO*LQ-
Group 1 DBeta Groupl DBeta | Group 2 DBeta Group 2 DBeta
Adventa 0.02 Pansar 0.13 Abmb 0.18 K-Star Sperts? 0.01
Ancom 0.12 Pantec 0.15 Aeon Credit Services 0.10 Hume Ind 0.04
Apm 0.03 Petra 0.12 Am Bank 0.02 Li&n Hoeorp 0.22
Astino 0.13 Panmal -0.05 British Ame Toba 0.14 Leader Stl Hidg 0.11
Bimb 0.11 Pub Pack 0.16 Berjaya Asset 0.10 _ Maybank Bhd 0.20
Borneo 0.32 Sapind 0.19 Berjaya Corp 0.09 Metrod Hld 0.13
Cb Ind 0.10 Sarawak 0.01 Brem Holdings 0.07 “WMajuperak Hldgs 0.19
Coco 0.15 Shccorp 0.17 Bumi Armada 0.10 Pavilion Real Estate  0.12
ComLog  0.00 Scanwolf 0.37 Carlsberg Brew 0.16 “W'Public Bank Bhd 0.14
Dutch -0.01 Scgm 0.09 Cimb Grp Bhd 0.31 Pentamaster Corp 0.37
Emico 0.20 Shh Res 0.37 Dolomite Corp .08 ,PIb Engineering 0.03
Fiamma 0.12 Sig Gases 0.03 Eco World Dev 0.27 Lbi Cap 0.03
Goodway  0.25 Sig Int 0.32 Luster Industriesg@®™** 024 {_"Rhbank 0.17
Ijm 0.10 Sime Darby 0.31 Eksons Corporations 0.08 Samchem 0.19
loi 0.14 Slp Resour 0.22 Facb Industriesf, ~ * 0.18  Southern Stéél" 0.15
Ivory 0.03 Spritzer 0.17 Warisan 0.14 Tasco Berhad 0.05
Kl 0.14 Success Trans  0.10 Genting Bhelg™™® = 031 #Tan'Chong Motor  0.15
Kretam 0.30 Superlon 0.31 Elk-Desa Resources 0.01 Tdm Berhad 0.23
Matrix 0.13 Taann 0.08 Hap SendiComsBhd ~._ ~0.09*" TetkBuanP'dana  -0.01
Mesb 0.01 Tasek -0.05 Maa Group 0.10 Texchem Res'rces 0.10
Misc 0.15 Teo_Seng 0.25 HexZaCorpd  © Q.20 _Digistar -0.21
Mesiniaga  0.04 Time.Com 0.12 Hong Leong Bank 0.12 Yung Kong Galvan  0.19
Nestle 0.01 Tong 0.29  4plgbReid S/ 0.09-2% Ytl Corporation 0.14
Notion 0.06 Tsh Resources 0.14 Ijm Plantations 0.01 Mphb Capital 0.19
Ntpm 0.32 Pestec 0.02 4 | Johah Holdings @ ) Qi1 Pensonic Holdgs 0.27
Shariah-compliant stock Average 0.14 ConvEntionaI stock Average 0.13
R A
“
The downside beta v&Q aptured “a.table A‘ﬁ'” was computed using the

N
downside movements Bga Mala*ia a th'e et index and benchmark upon
er

which the covariance of all/ther-stec é' @.;ched, against its variance equation

3.21. Shariah-co %co niesecord slightly higher downside beta value

NS
(0.14) over th@mm nal jelpa&s)(‘\‘é.w).
A deon;t inform ng‘ée{atistical significance of the difference in mean
valuﬂ%t the two ortft)li%m’he hypothesis proposes that there is no statistical

d fﬁqce in the mean down%e beta value between Shariah-compliant stocks and

tional stocks. The t-test is done using a confidence interval of 95%. The p-value

053) is greater than the level of significance (0.05), therefore, the null hypothesis is
not rejected. As a result, there is no statistically significant difference in downside beta
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between Shariah-compliant stocks and conventional stocks. The table below highlights
the result.

Table 4.18: T-Test For Downside Beta Using Market Downside @lues

t-Test: Two-Sample Assuming Equal Variances SCs cs
Mean 0.4398,,  0.1268
Variance 0.012414 0.010402
Observations \ jﬁ 50
Pooled Variance 0.011408
Hypothesized Mean Difference T 0

df 98

t Stat 0.608567 ¢
P(T<=t) one-tail 0.27211

t Critical one-tail 1,6605¥ ‘ &
P(T<=t) two-tail 0.54422

t Critical two-tail 1.984467
\"Dj \/‘T
X

The Sortino ratio was calculated wata fam EW & downside beta

method. The data is sorted into groups, the first gr (Grc@l) is the list of the

\ _\
Shariah-compliant portfolio whi %}ecor@vx Gr 2) is the list of the
. : 0 9
conventional portfolio scores.\ A%
X |3 $
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Table 4.19: Sortino Ratio For Both Portfolios Using The EWMA Scores

SHARIAH-COMPLIANT PORTFOLIO

CONVENTIONAL PORTFOLIO

Group 1 Ratio Group1l Ratio Group 2 Ratio Group 2 Ratio
Adventa 0.02 Pansar 0.08 | Abmb -0.03  K-Star Spohts -0.01
Ancom 0.04 Pantec 0.01 | Aeon Credit Services 0.09 Hume Ind -0.09
Apm -0.05 Petra 0.03 | Am Bank -0.04 Lien Hoe*€orp -0.01
Astino 0.02 Panmal -0.02 | British Ame Toba -0.08  Leader Stl Hidg 0.00
Bimb 0.04 Pub Pack 0.09 Berjaya Asset -0.02  Maybank'Bhd 0.04
Borneo -0.01  Sapind -0.02 | Berjaya Corp -0.03  Metrod HId -0.03
Cb Ind -0.03  Sarawak 0.06 | Brem Holdings -0.01  Majuperak Hldgs 0.01
Coco 0.08 Shccorp -0.02 | Bumi Armada -0.03  Pavilion Real Estate 0.03
Com Log 0.03 Scanwolf 0.01 | Carlsberg Brew 0.12 “Rublic Bank Bhd 0.05
Dutch 0.05 Scgm 0.07 | Cimb Grp Bhd 0.01 Pentamaster Corp 0.20
Emico 0.03 Shh Res -0.01 | Dolomite Corp ,,-0.03¢" Plb Engineering 0.02
Fiamma 0.01 Sig Gases 0.07 Eco World Dev -0.06 LbiCap -0.02
Goodway 0.01 Sig Int -0.01 | Luster Industries 10.00¥  Rhbank -0.01
Ijm 0.00 Sime Darby 0.01 Eksons Corporations -0.04  Samchem 0.06
loi 0.02  Slp Resour 0.08 | Facb Industries 0:03 | Southerp’Steel ... -0.02
Ivory -0.02  Spritzer 0.03 Warisan -0.03  Tasco Berhad 0.00
Kl 0.04  Success Trans 0.04 | Genting Bhd _ -0.03 ] TanLhang Motor -0.07
Kretam 0.02  Superlon 0.09 | Elk-Desa Resources 0.02  Tdm Berhad -0.03
Matrix 0.05  Taann 0.02 Hap.Seng Consolidated” 0d4.,_ Teck GuaniP'dana 0.02
Mesh 0.01  Tasek -0.10 | Maa Group 0.04  Texchem Res'rces -0.04
Misc 0.05 Teo_Seng 0.03 | Hexza Corpn 0,02~ Digistan -0.05
Mesiniaga 0.01 Time.Com 0.07 Hong Leong Bank 0.06 Yung Kong Galvan -0.03
Nestle 0.19 Tong 0.02 Igb Reit - 0.06 X1l Corporation -0.02
Notion 0.07 Tsh Resources -0.01 | Ijm Plantations - -0.02  Mphb Capital -0.06
Ntpm 0.01  Pestec 0.05 | Johan Holdings - %,-0.03 “=Pensonic Holdgs -0.01

Shariah-compliant stock Average 0.027 0.001

Conventional stock Average

Sortino ratio over their con\ientional codnterparts b"y‘ the use of Sortino ratio.

Furthermore, by use offt-test it is realized that the difference in scores is statistically

The result from table 4.19 shew’s that Shar\ia—c]orhplianf‘ stocks records a higher

significant at 95% canfidenée levgh

_Table 4.20; F-TestfFor Saftind Ratio Using EWMA Results

t-Test: Two-Sample Assuming Equal Variances

Mean

Variance
Observations
Pooled Variance

Hypothesized Mean Difference

df

t Stat

P(T<=t) one-tail
t Critical one-tail

' P(T<=t) two-tail

t Critical two-tail

62

SCS cs

0.027206
0.002011
50
0.00249
0

98
2.653026
0.004654
1.660551
0.009307
1.984467

0.000729
0.002969

50




The t-test iterated over the scores of each company’s Sortino ratio score to
establish any fundamental difference in mean values among the two portfoli?ﬁe
findings in this research is in line with Alam & Ansari (2020), suggesting t@stors
are better off investing in Shariah-compliant portfolio over th ventional
counterpart. The performance findings using GARCH (1,1) downsiw values are

collaborated by the robustness test which conclusively proofs thtors concerned
with performance will show preference in Shariah-c 'a; po[tfolio over its

conventional counterparts, as analysed by the HV, EW nd G RM methods
L 4

Y.
for the selected Malaysian firms. é l _\C‘}
s X

4.7 Conclusion Y . \ Y\-/
This chapter reexamined the ob@ im jne d theerropriate models
ta to

to sought both downside beta and be et erf ce\0 the two portfolios.

Essentially, the findings of the res erg,expounged. @
FVE
X |I}s
% p .nl 0
VY
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