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The Impact of Interest-based financing tools on economic development.

A Case Study of Dow Jones Islamic Index for the Malaysian financial
market (1997-2023)
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Abstract:

This study addresses the core principles of profit-based financial tools,
while highlighting the differences between these and interest-based tools,
often associated with economic disruptions. It then analyzes how effective a

balance can be achieved between finance and production by studying the
correlation between these tools and economic development.
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The study confirms that profit-based finance enhances resource
allocation and reduces the funding gap, especially for small and medium-
sized enterprises, it also mitigates the misuse of resources and redistributes
them to small-scale groups. As a result, it plays a key role in supporting
social development and advancing economic development.

Keywords: Profit rate, Interest rate, Economic development, Development
financing.
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Dependent Variable: PIB
Method: Least Squares
Date: 06/15/25 Time: 19:55
Sample: 1997 2023
Included observations: 27

Variable  Coefficient Std. Error t-Statistic Prob.
C -44.5317059 12.99011 -3.428123 0.0022
DJIM 7.797741 1.424654 5.473429 0.0000
DJIA -10.45311 3.763532 -2.777473 0.0105
R-squared 0.575822 Mean dependent var 6034.878
Adjusted R-squared 0.540474 S.D. dependent var 18.81134
S.E. of regression 12.75190 Akaike info criterion 17.24402
Sum squared resid 3902.6615 Schwarz criterion 17.38800
Log likelihood -229.7942 Hannan-Quinn criter. 17.28683
F-statistic 16.29002 Durbin-Watson stat 1.012581

Prob(F-statistic) 0.000034
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Series: Residuals
54 Sample 1997 2023
Observations 27
4 Mean -5.18e-13
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ARCH Test:
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White Heteroskedasticity Test:
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83,203 658,36 72,17 1998
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114,878 861,31 124,75 2004
119,618 882,53 143,53 2005
129,276 950,80 162,69 2006
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137,920 655,40 202,26 2009
245,074 721,53 255,02 2010
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204,42 962,816 365,18 2019
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174,391 915,969 407,03 2022
163,94 861,476 399,65 2023
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