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Abstract:

The objective of this study is to estimate and test the impact of
Islamic finance on economic growth case of the Malaysian economy
using quarterly data during the period Q1 2014 to Q4 2018.The variables
included in this study are GDP, Islamic gross finance The least squares
method is used to estimate the VAR model, the results obtained
confirmed that Gross Islamic Finance have a significant effect on the
GDP; therefore, we conclude the positive impact Islamic banking in
increasing economic growth for Malaysia's economy.
key words: Islamic finance; economic growth; VAR model; Malaysia.
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LOG(GDP) LOG(TISF)
Mean 12.50647 12.77066
Median 12.50319 12.80333
Maximum 12.63811 13.07325
Minimum 12.39160 12.46861
Std. Dev. 0.063444 0.207112
Skewness 0.244911 -0.087134
Kurtosis 2.479929 1.530638
Jarque-Bera 0.425333 1.824495
Probability 0.808426 0.401621
Sum 250.1294 255.4132
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Sum Sq. Dev. 0.076478 0.815016
Observations 20 20
Probability Jl=>Y! ADF L5 ijla>) I EN]
0,0049*** -5,17 LOG (Gdp)
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Probability LOG(GDP) LOG(TISF)

LOG(GDP) 1.000000

LOG(TISF) 0.758355 1000000
00001 | -
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LOG(GDP) = C(1)*LOG(GDP(-1)) + C(2)*LOG(GDP(-2)) +
C(3)*LOG(TISF(

-1)) + C(4)*LOG(TISF(-2)) + C(5)

Coefficient Std. Error  t-Statistic Prob.

C@) 0.718528 0.213517 3.365201  0.0051
C(2) -0.418704 0.233026 -1.796815 0.0956
C(3) 0.108084 0.074528 1.450261 0.1707
C(4) 0.104740 0.072474 1.445218 0.1721
C(5) 6.041868 2.386136 2.532072  0.0250
R-squared 0.828489 Mean dependent var  12.50824

Adjusted R-squared  0.775717 S.D. dependent var 0.065574

S.E. of regression 0.031055 Akaike info criterion -3.875983
Sum squared resid 0.012537 Schwarz criterion -3.628657
Log likelihood 39.88384 Hannan-Quinn criter. -3.841880
F-statistic 15.69925 Durbin-Watson stat 2.389891
Prob(F-statistic) 0.000067
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LOG(GDP) = 0.71852*LOG(GDP(-1)) - 0.4187033*LOG(GDP(-2)) +
0.108084*LOG(TISF(-1)) + 0.1047*LOG(TISF(-2)) + 6.0418 + Ut1
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LOG(TISF) = 1.0805*LOG(GDP(-1)) - 0.85005*LOG(GDP(-2)) +
0.40033*LOG(TISF(-1)) + 0.4374*LOG(TISF(-2)) - 0.7704 + UT2
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Variance Decomposition of LOG(GDP):

Period S.E. LOG(GDP) LOG(TISF)
1 0.031055 100.0000 0.000000
2 0.040968 93.67819 6.321813
3 0.047689 74.99565 25.00435
4 0.052992 61.72764 38.27236
5 0.056996 53.84542 46.15458
6 0.059913 49.29857 50.70143
7 0.062230 46.30917 53.69083
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8 0.064149 44.13213 55.86787
9 0.065770 42.43010 57.56990
10 0.067140 41.07240 58.92760
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Response of LOG(GDP):

Period LOG(GDP) LOG(TISF)
1 0.031055 0.000000
2 0.024655 0.010301
3 0.011546 0.021507
4 0.005273 0.022496
5 0.003975 0.020606
6 0.004517 0.017905
7 0.004875 0.016102
8 0.004765 0.014825
9 0.004397 0.013831
10 0.004009 0.012886
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Response of LOG(GDP) to LOG(GDP) Response of LOG(GDP) to LOG(TISF)
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Pairwise Granger Causality Tests

Null Hypothesis: Obs | F-Statistic Prob.

LOG(GDP) does not Granger Cause 18 1.42173 0.2764
LOG(TISF)

LOG(TISF) does not Granger Cause LOG(GDP) 5.43367 0.0193
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