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Testing the causality relationship between Islamic sukuk and economic growth in Malaysia

Econometric study during the period 2001-2019
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Abstract:
This study aims to test the causal relationship between Islamic sukuk and economic growth in
Malaysia during the period (2001-2019) by using the Engel Granger test and estimating the simple
regression equation using the least squares method. The results showed the stability of the time
series of the two variables at the first difference using the extended Dickey-Fuller test and Philips-
Peron. The study concluded that there is a one-way causal relationship between Islamic sukuk and
economic growth, meaning previous changes in Islamic sukuk explain the current changes in

economic growth.
Key words: Islamic sukuk; Economic growth ; causality relationship, Malaysia.
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Pairwise Granger Causality Tests
Date: 03/19/21 Time: 19:09
Sample: 2001 2019

Lags: 1

Null Hypothesis: Obs F-Statistic Prob.
LSUK does not Granger Cause LGDP 18 6.59892 0.0214
LGDP does not Granger Cause LSUK 2.85823 0.1116
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Dependent Variable: LGDP
Method: Least Squares
Date: 03/19/21 Time: 19:01
Sample: 2001 2019
Included observations: 19

Variable Coefficient Std. Error t-Statistic Prob.

LSUK 0.257148 0.019934 12.89964 0.0000

C 25.30394 0.070623 358.2949 0.0000

R-squared 0.907307 Mean dependent var 26.10757

Adjusted R-squared 0.901854 S.D. dependent var 0.462832

S.E. of regression 0.144997 Akaike info criterion -0.924908

Sum squared resid 0.357410 Schwarz criterion -0.825494

Log likelihood 10.78663 Hannan-Quinn criter. -0.908083

F-statistic 166.4007 Durbin-Watson stat 1.645494
Prob(F-statistic) 0.000000
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Date: 03/19/21 Time: 17:53
Sample: 2001 2019
Included observations: 19

Autocorrelation Partial Correlation AC PAC Q-Stat Prob

0.174 0.174 06675 0.414
-0.090 -0.123 0.8561 0.652
0.056 0.099 0.9341 0.817
-0.235 -0.292 2.3969 0.663
-0.445 -0.363 8.0371 0.154
0.060 0.170 8.1466 0.228
0.130 0.057 8.7057 0.274
-0.018 -0.024 8.7177 0.367
] L 0.036 -0.180 8.7682 0.459
1 o 10 0.097 -0.033 9.1814 0.515
L 1 11 -0.071 0.070 9.4333 0.582
R . 12 -0.095 -0.024 9.9471 0.621
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