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Abstract 
This research aims to investigate the causal relationship between the Islamic stock market and the exchange rate, as 

well as examine the volatility of the Islamic stock index in emerging countries. The study utilized the Granger causality 

test to analyze the causality between the Islamic stock market and the exchange rate and employed the Generalized 

Autoregressive Conditional Heteroscedasticity (GARCH) model for volatility analysis and forecasting. For this 

research, daily time series data ranging from 2012 to 2022 from the Islamic stock indices of Malaysia, Turkey, India, 

Pakistan, Indonesia, and Kuwait were selected as the sample. It was observed that the stock index had an impact on the 

exchange rate in Malaysia, Pakistan, India, and Turkey. Conversely, the exchange rate influenced the stock index in 

Indonesia, Kuwait, and Turkey. 
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Introduction 
In today's global economy, Islamic financing plays a crucial role in the economies of Muslim-

majority countries (Aldeen, 2021; Ibrahim & Alam, 2018), offering an improved alternative mediation 

model over time. The Islamic finance industry has witnessed substantial growth, with an estimated annual 

value of $2 trillion and an expanding share in the global financial system (Paltrinieri et al., 2018). Among 

the key components of the Islamic financial system is the Islamic stock market index, established to foster 

an interest-free and profit-sharing regime (Miah & Uddin, 2017; Salman & Nawaz, 2018). These 

advancements in Islamic finance present new investment opportunities, particularly in developing 

countries. 

The screening of Islamic stock indices follows specific rules of Islamic finance, such as limitations 

on the debt-to-equity ratio (maximum of 33 percent) and prohibitions on investments in certain industries 

(Alam et al., 2017; Azhar & Wulandari, 2021). Adhering to these rules and utilizing financial instruments 

compliant with Islamic principles enhances the resilience of the Islamic financial system, especially during 

economic downturns. Studies, such as conducted by Kenourgios et al. (2016), have shown that Islamic 

stock market indices performed well during the global financial crisis. Hkiri et al. (2017) explored the 

relationship between traditional and Islamic stock markets, finding that Islamic stock indices were 

considered a safer option during the crisis compared to traditional stock markets. However, both systems 

are susceptible to economic downturns, and the volatility of spillovers between them is comparable. These 

studies underscore the potential benefits of investing in Islamic stock indices during uncertain economic 

times, offering important insights for investors, policymakers, and the development of more robust financial 

systems. 

Both conventional and Islamic stock markets are exposed to global financial conditions, including 

exchange rate fluctuations, due to the interconnectedness of global financial markets. Economic events and 

shocks in one part of the world can have ripple effects on various needs, including stocks. Exchange rates 
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play a crucial role in international trade and investment flows, and fluctuations can impact trade 

competitiveness, attract foreign investment, and overall economic performance. Many companies listed on 

conventional and Islamic stock markets operate globally, engaging in international trade and investment, 

and are exposed to foreign currency risks. Changes in exchange rates can influence the cost of imported 

raw materials, export earnings, the profitability of companies with international operations, and the 

purchasing power of consumers, subsequently affecting a company's financial performance and share price. 

Numerous studies have extensively explored the relationship between the conventional stock market 

and the exchange rate (Erdogan et al., 2019; Kumar & Sahu, 2018; Mohsina & Islam, 2017; Sikhosana & 

Aye, 2018). However, existing research on the relationship between exchange rates and the Islamic stock 

market has predominantly focused on examining the impact of exchange rate fluctuations on stock price 

volatility. Notably, limited attention has been given to investigating the two-way causal relationship 

between the exchange rate and the Islamic stock market, which may exhibit distinct characteristics, 

particularly from a risk management perspective. Consequently, this study aims to examine the 

bidirectional association between the exchange rate and the Islamic stock market. 

In addition to exploring the relationship between these two variables, this study also endeavors to 

forecast the volatility of the Islamic stock market. By assuming a relationship between capital market 

volatility and the exchange rate within a country, the prediction of Islamic stock price volatility can serve 

as an early warning system for both authorities and investors. 

 

Literature Review 
The relationship between stock indices and macroeconomic conditions has been extensively 

researched. Previous studies have examined various macroeconomic factors that interact with stock 

indexes. With the establishment of Islamic stock indices, there has been a growing body of literature 

exploring the connections between broad macroeconomic developments and the Islamic stock market. 

Numerous studies have investigated the relationship between Islamic indicators and various 

macroeconomic factors, including industrial production, inflation rate, money supply, Treasury bills, and 

interest rates. 

The relationship between currency exchange rates and stock market performance can be described 

by existing models in the literature. One such model, proposed by Dornbusch & Fischer (1980), 

incorporates the trade balance. According to this model, fluctuations in currency exchange rates can 

influence stock prices by affecting the value of exports and imports. A depreciation of the national currency 

boosts export demand, leading to increased stock prices and returns. Conversely, an appreciation of the 

domestic currency raises the cost of imported inputs, reducing sales volume, earnings, and stock prices for 

importers. Another model, known as the portfolio balance model, suggests that stock price fluctuations 

impact currency rates (Frankel, 1983). The relationship between stock prices and exchange rates is of great 

importance to investors. 

Given the interconnectedness of global financial markets, it is inevitable that a relationship exists 

between currency exchange rates and stock prices. The sequence of events linking the two variables is 

explicable. Decreases in stock prices erode domestic investors' wealth, reducing the demand for money and 

leading to lower interest rates. Lower interest rates, in turn, prompt capital outflows, resulting in higher 

exchange rates and currency devaluation. Market efficiency refers to the extent to which market prices 

accurately reflect all available information. If markets are efficient, it is impossible to "beat" the market or 

find undervalued or overpriced stocks since all relevant information is already factored into pricing. 

Erdogan et al. (2019) analyzed the relationship between the participation index 30 and economic 

indicators, including the industrial output index, inflation rate, real money supply, and current account 

deficit, from 2011 to 2019. Their long-term analysis demonstrated a negative impact of the inflation rate 

on the Islamic stock market index. Sikhosana & Aye (2018) examined the transmission of asymmetric 

volatility between real exchange rates and stock returns using South African data from 1996 to 2016. Their 

findings revealed short-term volatility spillover effects between the variables, operating in both directions. 

Negative shocks in the exchange rate significantly influenced stock market volatility, while positive shocks 

in stock market volatility had a substantial impact on exchange rate volatility. 

After analyzing data from fourteen nations spanning from 2000 to 2016, Luqman & Kouser (2018) 

found a significant divergence between stock prices and currency rates. Kumar & Sahu (2018) examined 

Indian data from 2006 to 2015 to investigate the relationship between various macroeconomic factors and 

stock performance. They identified multiple macroeconomic variables that showed a connection with 

India's Islamic stock index over time, revealing a unidirectional causation between the currency exchange 

rate and the Islamic stock index of the Indian stock market. 
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Mohsina & Islam (2017) analyzed Indian data from 2007 to 2016 to assess the impact of several 

macroeconomic variables on the Islamic stock index. They found that the exchange rate was the only 

variable with a statistically significant negative impact on the Islamic stock market. Türsoy (2017) 

examined stock prices and real exchange rates from 2001 to 2016, revealing that causation operates in both 

directions, although the short to medium-term effect of real exchange rates on stock prices appears to be 

unidirectional. 

Majid (2016) investigated the relationship between Islamic stock prices and macroeconomic 

indicators using data from 1999 to 2013. The empirical data indicated a substantial relationship between 

the parameters. Sui & Sun (2016)  analyzed data from different time periods to estimate the spillover effect 

between exchange rates and stock prices of BRICS countries. They discovered a significant impact of 

exchange rates on short-term stock market performance, particularly during the 2007-2009 financial crisis, 

where a high correlation between these variables was observed. 

Bahmani-oskooee & Saha (2016) examined the impact of exchange rate changes on stock prices in 

various countries, including the United Kingdom, Canada, Chile, Indonesia, Japan, Korea, Malaysia, and 

Indonesia. The analysis period varied for each country based on data availability. They concluded that 

exchange rate fluctuations have a non-uniform impact on stock prices. Zeren & Koç (2016) analyzed the 

relationship between stock indexes and currency rates using data from the United Kingdom, Japan, and 

Turkey from 1990 to 2013. They demonstrated a bidirectional causal relationship between the variables, 

particularly during times of crisis. 

Jebran & Iqbal (2016) conducted a study on the volatility spillover between stock indices and 

currency rates in Japan, Hong Kong, China, Sri Lanka, Pakistan, and India. They found that Pakistan 

exhibited a more pronounced fluctuating spillover impact compared to China, Hong Kong, or Sri Lanka. In 

India, the volatility of stock indexes had a significant effect on currency exchange rates. However, 

estimating the interdependence of factors with regard to volatility in Japan was deemed challenging. Rana 

& Akhter (2015) analyzed data from Pakistan to investigate the relationship between various economic 

variables, including interest rates, currency rates, Islamic stock indexes (KMI-30), and conventional stock 

indexes (KSE-100), from 2008 to 2013. Their findings indicated that both traditional and Islamic stock 

indices benefited from paying attention to fluctuations in exchange rates.  

Chkili & Nguyen (2014) utilized data from the BRICS countries to study the relationship between 

currency exchange rates and stock market returns from 1997 to 2013. The results suggested that stock 

indexes had a significant impact on exchange rates. However, fluctuations in exchange rates did not affect 

the performance of stock indices. Tsagkanos & Siriopoulos (2013) examined data from the European Union 

and the United States and found a connection between stock prices and currency exchange rates. The study 

demonstrated long-term validity for the European Union, while short-term validity was observed for the 

United States. 

 

Research Method 
The study focuses on the stratified sampling method for several reasons. Firstly, these countries 

possess large and growing stock markets and offer Islamic stock indices. Secondly, they have significant 

and increasing Muslim populations, leading to a rising demand for Islamic investment products. Thirdly, 

these countries are considered representative of the Islamic stock market in Asia and the Middle East within 

the global economy. Lastly, these countries provide relatively more accessible and comprehensive data for 

analysis. By selecting these countries, the research aims to provide a representative overview of the 

performance and causal influence of Islamic stock indices and exchange rates in emerging markets. 

The research period was chosen based on publicly available data, encompassing numerous daily 

observations from 2012 to 2022 for the following indices: Dow Jones Islamic Market Malaysia Index 

(DJIMD), Karachi Meezan 30 (KMI130), Indonesia Jakarta Composite Islamic Stock Index (JCISSI), Dow 

Jones Islamic Market India Index (DJIMIND), Dow Jones Islamic Market Turkey Index (DJIMTR), and 

Dow Jones Islamic Market Kuwait (DJIMKW). Exchange rate data relative to the US dollar was collected 

from investing.com, while daily stock returns were obtained from www.yahoofinance.com. 

To address questions regarding the causal relationship between exchange rates and Islamic stock 

indexes, the study employs the Granger Causality test (Granger et al., 2000). Furthermore, the Generalized 

Autoregressive Conditional Heteroscedasticity (GARCH) model is utilized to assess stock indices and 

forecast the movement of each index. The GARCH model is suitable for analyzing volatile data 

characterized by heteroscedasticity. This research utilizes the GARCH model proposed by Bollerslev 

(1986) for analyzing returns on Islamic stock indices (𝑆𝑖𝑡) where μit and μjt represent the averages, and εit 

represent the process of innovation in terms of returns on Islamic stock indexes. 

 

http://www.yahoofinance.com/
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𝑆𝑖𝑡 = 𝜇𝑖𝑡 + 𝜀𝑖𝑡 
𝜀𝑖𝑡\(𝜀𝑖𝑡−1, 𝜀𝑖𝑡−2, … , 𝑠𝑖𝑡−1, 𝑆𝑖𝑡−2, … )~𝐺𝐸𝐷(0, 𝜎𝑖𝑡

2)     (1) 

𝜎𝑖𝑡
2 = 𝜔 + 𝛼𝑖𝜀𝑖𝑡−1

2 + 𝛽𝑖𝜎𝑖𝑡−1
2  

 

Results and Discussion 
The standard deviation values of Islamic stock indexes, as shown in Table 1 are higher than the 

averages, indicating that the data are heterogeneous. Lower standard deviation values would imply a closer 

association with the average, while higher values suggest wider data fluctuations or dispersion. The 

standard deviation can also explain the level of risk associated with each Islamic stock index. For instance, 

the India Islamic stock index (DJIMIND) has the highest standard deviation, indicating higher risk, but also 

directly proportional to the highest return value of 31.28%. In comparison, the Kuwait Islamic stock index 

carries the least amount of risk, while Turkey has the lowest return. 

 

Table 1. Descriptive Statistics 
Variabel Obs. Mean Std. Dev Min Max 

DJIMD 2,299 -0.0177118 0.963540 -6.2219 6.2937 

KMI30 3,280 0.0655105 1.185698 -7.5324 6.3894 

JKISSI 2,763 0.0251665 1.083097 -8.79 9.0729 

DJIMIND 2,431 0.0507055 1.535699 -23.5461 31.2819 

DJIMTR 2,417 0.0637267 1.291891 -9.9778 5.9521 

DJIMKW 2,705 0.0074091 0.717079 -7.641 6.2603 

 

The findings from the Granger causality test, presented in Table 2, indicate that the Islamic stock 

index has a significant impact on exchange rates in Malaysia, Pakistan, India, and Turkey. These results 

suggest that a significant decrease in stock prices in these countries can serve as an indicator of pessimism 

regarding future economic prospects, leading to a decline in exchange rates, and vice versa, potentially 

resulting in an overall economic downturn. Conversely, changes in exchange rates in countries such as 

Indonesia, Turkey, and Kuwait have an effect on stock prices. Furthermore, the findings demonstrate a two-

way relationship between the exchange rate and the Islamic stock market in Turkey. 

 

Table 2. Granger Causality 

Hypothesis Observation Probability 

DJIMD → MYR 2298 0.0004 

MYR → DJIMD  0.6198 

KMI30 → PKR  3278 0.0081 

PKR → KMI30  0.3366 

JKISSI → IDR   2762 0.8455 

IDR → JKISSI   0.0019 

DJIMIND →INR  2430 0.0427 

INR → DJIMIND   0.7370 

DJIMTR → TRY  2416 0.0000 

TRY_USD → DJIMTR   0.0006 

DJIMKW → KWD   2704 0.2517 

KWD → DJIMKW   0.0365 

Notes: MYR is Malaysian ringgit, PKR is Pakistani rupee, IDR is Indonesian rupiah, INR is Indian rupee, TRY is 

Turkish lira and KWD is Kuwaiti dinar 

 

Furthermore, all the data used in this study is stationary, and the best model was selected based on 

the lowest Akaike Information Criterion (AIC) value, as shown in Table 4. The final forecasting equation 

can be seen in equations (2)-(7). The GARCH method used for forecasting demonstrates that the 

constructed model effectively represents real volatility in the capital market. By considering the findings 

of the Granger causality test, which indicate that Islamic stock indices in Malaysia, Pakistan, India, and 

Turkey have an impact on exchange rates, the GARCH forecasting model can serve as an initial proxy for 

understanding the behavior of domestic exchange rates. The findings of this study support the existing 

literature on the relationship between stock market volatility and exchange rates, particularly within the 

context of Islamic stock markets. The studies by  Chkili & Nguyen (2014) and Jebran & Iqbal (2016) further 

reinforce the understanding that fluctuations in stock market volatility can influence currency exchange 

rates. 
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Table 3. Stationarity 

Code  ADF Statistik  Critical Value (5%) Prob. Results 

DJIMD -45.42245 -2.862597 0.0001 Stasioner  

KMI30 -51.96708 -2.862223 0.0001 Stasioner  

JKISSI -52.03244 -2.862387 0.0001 Stasioner  

DJIMND -23.29851 -2.862530 0.0000 Stasioner  

DJIMTR -48.84052 -2.862536 0.0001 Stasioner  

DJIMKW -45.20983 -2.862409 0.0001 Stasioner  

 

Chkili & Nguyen (2014) research on BRICS countries provides insights into the relationship 

between currency exchange rates and stock market returns, suggesting that changes in stock market 

performance can impact exchange rates. This a ligns with our research findings, which demonstrate that the 

relationship between Islamic stock market volatility and exchange rates is not limited to specific countries 

but can also extend to other developing nations. Meanwhile, Jebran & Iqbal (2016) study focusing on India 

supports the idea that stock market volatility affects currency exchange rates. Their findings indicate a 

significant impact of stock index volatility on the Indian Rupee exchange rate. This study contributes to 

our understanding of the relationship between stock market dynamics and exchange rates, specifically 

within the context of India. 

 

Table 4. GARCH Model 

Code  Model  Prob.  AIC 
Heteroscedasticity 

Results  
Prob. F Prob. Chi-Square 

DJIMD (1,0,1) 
0.0000 

-6.4518 0.0000 0.0000 Heteroscedasticity 
0.0000 

KMI30 (1,0,2) 
0.0000 

-6.0430 0.0000 0.0000 Heteroscedasticity 
0.0177 

JKISSI (2,0,2) 
0.0009 

-6.2147 0.0000 0.0000 Heteroscedasticity 
0.0002 

DJIMND (1,0,4) 
0.0000 

-5.6389 0.0000 0.0000 Heteroscedasticity 
0.0000 

DJIMTR (0,0,2) 0.0172 -5.8612 0.0000 0.0000 Heteroscedasticity 

DJIMKW (1,0,5) 
0.0000 

-7.0569 0.0000 0.0000 Heteroscedasticity 
0.0355 

 

However, it is important to acknowledge that the relationship between stock price volatility and 

exchange rates may not hold universally across all countries. As discussed in the literature, there are studies 

that indicate no significant relationship between stock price volatility and exchange rates in certain 

countries. This highlights the complexity and multifaceted nature of the relationship, which can be 

influenced by factors such as a country's economic structure, financial market regulations, and external 

shocks. Given these findings, it is crucial for investors, policymakers, and financial institutions to consider 

the implications of stock market volatility on exchange rates in the specific countries studied. Fluctuations 

in the Islamic stock market can potentially have cascading effects on the exchange rates of Malaysia, India, 

Pakistan, and Turkey. This knowledge can inform investment decisions and risk management strategies, 

empowering stakeholders to navigate the financial landscape more effectively. 
 

𝐷𝐽𝐼𝑀𝑁𝐷𝜎𝑡
2 = 2.06𝐸 − 06 + 0.0772𝜀𝑡−1

2 + 0.1144𝜀𝑡−2
2 + 0.0629𝜀𝑡−3

2 − 0.463𝜎𝑡−1
2 + 0.285𝜎𝑡−2

2 +
0.911𝜎𝑡−3

2           (2) 

𝐾𝑀𝐼30𝜎𝑡
2 = 5.59𝐸 − 06 + 0.1341𝜀𝑡−1

2 + 1.0621𝜎𝑡−1
2 − 0.6694𝜎𝑡−2

2 + 0.4352𝜎𝑡−3
2   (3) 

𝐽𝐾𝐼𝑆𝑆𝐼𝜎𝑡
2 = 7.67𝐸 − 06 + 0.1117𝜀𝑡−1

2 + 0.0171𝜀𝑡−2
2 + 0.1191𝜀𝑡−3

2 + 0.5293𝜎𝑡−1
2 − 0.6614𝜎𝑡−2

2 +
0.815𝜎𝑡−3

2           (4) 

𝐷𝐽𝐼𝑀𝐼𝑁𝐷𝜎𝑡
2 = 1.38𝐸 − 05 + 0.2655𝜀𝑡−1

2 + 0.4859𝜎𝑡−1
2 − 0.463𝜎𝑡−2

2 + 0.7251𝜎𝑡−3
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𝐷𝐽𝐼𝑀𝑇𝑅𝜎𝑡
2 = 1.38𝐸 − 05 + 0.092𝜀𝑡−1

2 + 0.0973𝜀𝑡−2
2 − 0.1241𝜎𝑡−1

2 + 0.8563𝜎𝑡−2
2   (6) 

𝐷𝐽𝐼𝑀𝐾𝑊𝜎𝑡
2 = 2.93𝐸 − 06 + 0.0992𝜀𝑡−1

2 + 0.0408𝜀𝑡−2
2 + 0.7998𝜎𝑡−1

2    (7) 

 

 

  

 

a. Forcasting of DJIMD b. Forcasting of KMI30 c.  

  

 

d. Forcasting of JCISSI e. Forcasting of DJIMND f.  

  

 

g. Forcasting of DJIMTR h. Forcasting DJIMKW i.  

 

Figure 1. Volatility based on GARCH model 

 

Based on the GARCH model presented in equations (2)-(7) and the observations depicted in Figure 

1, this study draws the following conclusions: a) The Dow Jones Islamic Market Malaysia Index (DJIMD) 

exhibits low volatility with infrequent occurrences of large explosions; b) The Karachi Meezan 30 

(KMI130) demonstrates high volatility with a high intensity of significant explosions; c) The Indonesia 

Jakarta Composite Islamic Stock Index (JCISSI) displays relatively low volatility with frequent instances 

of large explosions; d) The Dow Jones Islamic Market India Index (DJIMIND) shows high volatility with 

occasional bursts of significant volatility; e) The Dow Jones Islamic Market Turkey Index (DJIMTR) 

experiences relatively high volatility with occasional large bursts of volatility; f) The Dow Jones Islamic 

Market Kuwait (DJIMKW) is characterized by considerable volatility and frequent occurrences of large 
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volatility explosions. Based on this analysis, the study concludes that there is no relationship between the 

level of volatility and the impact of the exchange rate on the rate of return in the Islamic stock market. 

Moreover, the findings of this study have broader implications for policymakers. Understanding 

the relationship between stock market volatility and exchange rates can aid in formulating appropriate 

monetary and fiscal policies to effectively manage exchange rate fluctuations. By monitoring the dynamics 

of the stock market and its potential impact on exchange rates, policymakers can implement measures to 

maintain stability and mitigate the adverse effects of excessive volatility. However, it is essential to 

acknowledge the limitations of this study. The analysis focuses on a specific set of countries, and the 

findings may not be generalizable to other countries or regions. Additionally, this study does not consider 

other macroeconomic factors or external shocks that can influence exchange rates. Future research should 

aim to expand the scope by including a wider range of countries, longer time periods, and additional 

variables to provide a more comprehensive understanding of the relationship between stock market 

volatility and exchange rates in the context of Islamic stock markets. 

 

Conclusion, Suggestions and Limitations 
This study makes a valuable contribution to the existing literature by providing empirical evidence 

supporting the relationship between Islamic stock market volatility and exchange rates in Malaysia, India, 

Pakistan, and Turkey. The findings suggest that changes in the Islamic stock market can have a cascading 

effect on the exchange rates of the countries examined. However, it is important to acknowledge that the 

relationship between stock price volatility and exchange rates may not hold universally in all countries, as 

indicated by studies showing no significant relationship in certain contexts. For investors, understanding 

this relationship can aid in assessing and managing the risks associated with currency fluctuations. 

Similarly, policymakers need to consider the impact of stock market dynamics on exchange rates when 

formulating monetary and fiscal policies. By incorporating this relationship into policy decisions, 

policymakers can implement measures to mitigate the adverse effects of excessive volatility and maintain 

exchange rate stability. 

Despite the valuable insights gained from this study, it is crucial to acknowledge several 

limitations. Firstly, the analysis focuses on a limited number of countries, and caution should be exercised 

when generalizing the findings to other countries or regions. Additionally, this study does not account for 

other macroeconomic factors or external shocks that can influence exchange rates. Future research should 

aim to include a broader range of countries, extend the analysis to longer time periods, and incorporate 

additional variables to develop a more comprehensive understanding of the relationship between stock 

market volatility and exchange rates in the context of Islamic stock markets. By addressing these 

limitations, future research can enhance our understanding of this complex relationship and provide more 

robust insights. 

 

References 
Alam, M. M., Akbar, C. S., Shahriar, S. M., & Elahi, M. M. (2017). The Islamic Shariah Principles for 

Investment in Stock Market. Qualitative Research in Financial Markets, 9(2). 

https://doi.org/10.1108/QRFM-09-2016-0029 

Aldeen, K. N. (2021). Covid-19 As Wake-Up Call To Reconsider The Mainstream Financial Practices: 

Islamic Finance Perspective. Journal of Developing Economies, 6(1). 

https://doi.org/10.20473/jde.v5i2.20955 

Azhar, J. A., & Wulandari, R. (2021). Stock Performance based on Sharia Stock Screening: Comparasion 

between Syariah Stock Indices of Indonesia and Malaysia. Asian Management and Business 

Review, 1(1). https://doi.org/10.20885/ambr.vol1.iss1.art2 

Bahmani-oskooee, M., & Saha, S. (2016). Do Exchange Rate Changes have Symmetric or Asymmetric 

Effects on stock prices? Global Finance Journal, 31. https://doi.org/10.1016/j.gfj.2016.06.005 

Bollerslev, T. (1986). Generalized Autoregressive Conditional Heteroskedasticity. Journal of 

Econometrics, 31(3). https://doi.org/10.1016/0304-4076(86)90063-1 

Chkili, W., & Nguyen, D. K. (2014). Exchange Rate Movements and Stock Market Returns in a Regime-

switching Environment: Evidence for BRICS Countries. Research in International Business and 

Finance, 31. https://doi.org/10.1016/j.ribaf.2013.11.007 

Dornbusch, R., & Fischer, S. (1980). Exchange Rates and the Current Account. American Economic 

Review, 70(5). https://doi.org/10.1257/aer.100.1.518 

Erdogan, S., Gedikli, A., & Cevik, E. I. (2019). The Impact of Macroeconomic Variables on Participation 

30 Index in Turkey. Econometrics Letters, 6(2). 



 
 

Volatility of Islamic stock market and exchange rate…. (Mubarok) 

36 

Frankel, J. A. (1983). Monetary and Portfolio-Balance Models of Exchange Rate Determination. Academic 

Press, Inc. https://doi.org/10.1016/B978-0-12-444281-8.50038-6 

Granger, C. W. J., Huang, B. N., & Yang, C. W. (2000). A Bivariate Causality between Stock Prices and 

Exchange Rates: Evidence from Recent Asian Flu. The Quarterly Review of Economics and 

Finance, 40. https://doi.org/10.1016/S1062-9769(00)00042-9 

Hkiri, B., Hammoudeh, S., Aloui, C., & Yarovaya, L. (2017). Are Islamic Indexes a Safe Haven for 

Investors? An Analysis of Total, Directional and Net Volatility Spillovers between Conventional 

and Islamic Indexes and Importance of Crisis Periods. Pacific Basin Finance Journal, 43. 

https://doi.org/10.1016/j.pacfin.2017.03.001 

Ibrahim, M. H., & Alam, N. (2018). Islamic Economics and Islamic Finance in the World Economy. World 

Economy, 41(3). https://doi.org/10.1111/twec.12506 

Jebran, K., & Iqbal, A. (2016). Dynamics of Volatility Spillover between Stock Market and Foreign 

Exchange Market: Evidence from Asian Countries. Financial Innovation, 2(3). 

https://doi.org/10.1186/s40854-016-0021-1 

Kenourgios, D., Naifar, N., & Dimitriou, D. (2016). Islamic Financial Markets and Global Crises: 

Contagion or Decoupling? Economic Modelling, 57. 

https://doi.org/10.1016/j.econmod.2016.04.014 

Kumar, K. K., & Sahu, B. (2018). Dynamic Linkages Between Macroeconomic Factors and Islamic Stock 

Indices in a Non-Islamic Country India. The Journal of Developing Areas, 51(1). 

https://ideas.repec.org/a/jda/journl/vol.51year2017issue1pp193-205.html 

Luqman, R., & Kouser, R. (2018). Asymmetrical Linkages between Foreign Exchange and Stock Markets: 

Empirical Evidence through Linear and Non-Linear ARDL. Journal of Risk and Financial 

Management, 11(51). https://doi.org/10.3390/jrfm11030051 

Majid, M. S. A. (2016). Dynamic Interactions Between the Islamic Stock Prices and Macroeconomic 

Variables: Evidence from Malaysia. Business & Economics Review, 26(1). 

https://www.researchgate.net/publication/307431371_Dynamic_interactions_between_the_islam

ic_stock_prices_and_macroeconomic_variables_Evidence_from_Malaysia 

Miah, M. D., & Uddin, H. (2017). Efficiency and Stability: A Comparative Study between Islamic and 

Conventional Banks in GCC Countries. Future Business Journal, 3(2). 

https://doi.org/10.1016/j.fbj.2017.11.001 

Mohsina, H., & Islam, K. U. (2017). Impact of Macroeconomic Variables on Islamic Stock Market Returns: 

Evidence from Nifty 50 Shariah index. Journal of Commerce and Accounting Research, 6(1). 

https://www.researchgate.net/publication/316652445_IMPACT_OF_MACROECONOMIC_VA

RIABLES_ON_ISLAMIC_STOCK_MARKET_RETURNS_EVIDENCE_FROM_NIFTY_50_

SHARIAH_INDEX 

Paltrinieri, A., Chawla, K., Floreani, J., Kappen, J. A., & Mitchell, M. C. (2018). Islamic, Socially 

Responsible, and Conventional Market Comovements: Evidence from Stock Indices. Thunderbird 

International Business Review, 61(5). https://doi.org/10.1002/tie.22027 

Rana, M. E., & Akhter, W. (2015). Performance of Islamic and Conventional Stock Indices: Empirical 

Evidence from an Emerging Economy. Financial Innovation, 1(15). 

https://doi.org/10.1186/s40854-015-0016-3 

Salman, A., & Nawaz, H. (2018). Islamic Financial System and Conventional Banking: A Comparison. 

Arab Economic and Business Journal, 13(2). https://doi.org/10.1016/j.aebj.2018.09.003 

Sikhosana, A., & Aye, G. C. (2018). Asymmetric Volatility Transmission between the Real Exchange Rate 

and Stock Returns in South Africa. Economic Analysis and Policy, 60. 

https://doi.org/10.1016/j.eap.2018.08.002 

Sui, L., & Sun, L. (2016). Spillover Effects between Exchange Rates and Stock Prices: Evidence from 

BRICS around the Recent Global Financial Crisis. Research in International Business and 

Finance, 36. https://doi.org/10.1016/j.ribaf.2015.10.011 

Tsagkanos, A., & Siriopoulos, C. (2013). A Long-run Relationship between Stock Price Index and 

Exchange Rate: A Structural Nonparametric Cointegrating Regression Approach. Journal of 

International Financial Markets, Institutions & Money, 25. 

https://doi.org/10.1016/j.intfin.2013.01.008 

Türsoy, T. (2017). Causality between Stock Prices and Exchange Rates in Turkey: Empirical Evidence 

from the ARDL Bounds Test and a Combined Cointegration Approach. International Journal of 

Financial Studies, 5(8). https://doi.org/10.3390/ijfs5010008 

Zeren, F., & Koç, M. (2016). Time Varying Causality between Stock Market and Exchange Rate: Evidence 

from Turkey, Japan and England. Economic Research-Ekonomska Istraživanja, 29(1). 



 
 

Journal of Innovation in Business and Economics Vol. 07 No. 01 June 2023 
 

37 

https://doi.org/10.1080/1331677X.2016.1193950 

 

  



 
 

Volatility of Islamic stock market and exchange rate…. (Mubarok) 

38 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This page intentionally left blank 
 

 


