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Number of funds: 10,179
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The role of Islamic mutual funds in achieving economic growth
(A comparative study with conventional mutual funds)

By: Qusai Alsheikha
Supervisor: Dr. Sulaiman Mouselli

Abstract

The study aims to examine the conventional and Islamic investment
funds from macroeconomic perspective, and that by comparing the
impact of conventional and Islamic investment funds in achieving
economic growth, through the link between Islamic and conventional
mutual funds and some macroeconomic variables (i.e, Total Savings,
Foreign Portfolio Investment, Market Capitalization, Gross Fixed
Capital Formation, Budget Deficit, Unemployment Rate, and
Inflation Rate). Through quarterly data for Malaysia during the
period 2006:1-2014:4, using: unit root tests, Johansen co-integration
test, vector error correction model VECM, Granger causality test,
variance decomposition and impulse response.

The results of study suggest the existence of positive and significant
long-run relationship between Islamic investment funds (IMFS) and
GDP (as a proxy for economic growth rate). However, It shows a
negative and significant long run relationship between conventional
investment funds (MF) and GDP (as a proxy for economic growth).
On the short run, the VECM analysis illustrates a short-run
relationship, It shows positive and significant short-run relationship
between MF and GDP in first lag, but there is no short-run
relationship or Granger causality between IMFS and GDP. Moreover,
variance decomposition technique shows that shocks to GDP
explains approximately 42.8% of the variation of GDP at quarter ten
while shocks to MF explains more variations in GDP than any other
variable at quarter 10 (38.1%) and shocks to IMFS explains only
6.8% of the variation of GDP at quarter ten.

Keywords: Islamic investment funds, conventional investment
funds, the economic growth rate, GDP, unit root tests, Johansen co-
integration test, vector error correction model, Granger causality test,
variance decomposition and impulse response.
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