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Estimation and forecasting the dynamic relationship between Dow Jones Islamic
market Turkey indicator price and exchange rate
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i Abstract: =
This study aims to estimate and forecast the dynamic relationship between Dow Jones
i Islamic Index prices and nominal exchange rate during the period from 11/3/2020 to 31/12/2021 :
i by using Augmented Dicky fuller, Philip Peron, Johansen Co-Integration and estimated Vector :
: error correction model and Granger causality. This study was detected results that there is no long :
i relationship between variables and shows bi direction causality relationship between variables and :
 its ability to predict out of sample. :

Keywords: Dow Jones Islamic market Turkey indicator price, Exchange rate, Dynamic Estimation,
i Dynamic Forecasting. :
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Logarithm e prediction information | information Quinn
T criterion criterion information
test statisti

0 1272.919 NA 1.06e-05 -5.776906 -5.758330 -5.769578
1 3070.660 3570.966 3.06e-09 ~13.93027 ~13.87454 -13.90829
2 3093.698 45.55339 2.80e-09 ~14.01681 ~13.92393* ~13.98017*
3 3097.216 6.923808 2.81e-09 ~14.01462 ~13.88459 ~13.96332
4 3105.918 17.04822 2.75e-09 -14.03599 -13.86881 -13.97004
5 3110.678 9.280676 2.74e-09 -14.03944 -13.83510 -13.95883
6 3117.587 13.41013 2.70e-09 -14.05267 -13.81118 -13.95740
7 3124.117 12.61468 2.67¢-09 -14.06417 -13.78552 -13.95424
8 3129.765 10.86045* 2.65e—-09* -14.07166* -13.75586 -13.94708
9 3132.097 4.461525 2.67¢-09 -14.06408 -13.71113 -13.92484
10 3133.748 3.145435 2.70e-09 -14.05340 -13.66330 -13.89951

(B-Views) mb, o lde famdll ) o slozeYl ol slas] o Jatd 2 jbal)

(LRGFPE,AIC,SC HQ) jules i 0 ade Jpad) ¢ oY1 Cadsdl) 01 ¢(3) o3y Jgdd) IS o e
it 0B by «(3) o) Jetdl (3 835mse psf sue ST o ) Cadsdl dmys ad el o ol O
ke 5,58 el et 33y ((8) 92 ade Lignd) S add

.(Johannsen Co-Integration Test) umilagh S5alt oS jlas1.3.2.5

sl dis AL Sl n sl sl 3 adly BMs e (aaSUl 3 adlagd Srall LS Jlas) 5556 48
o sl cdll & Leam o ) Al 12 lpadl 0L LYl M b e S an e I(1) oY1 G e
200 B i 8 es Byl e 05T OF g JLas Y1 s by & ey (Y
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Bpalt oSyl gis:(4) o3y Jgur

Unrestricted Cointegration Rank Test (Trace)

No. of CE(s) Hypothesized Eigenvalue Statistic Trace Critical Value 0.05 Prob **
None 0.022303 10.15175 15.49471 0.2693
At most 1 0.000156 0.069658 3.841466 0.7918

(E—Views).@bj o Lede J..a;v;.]-\ Cju\ Q)& J\.&yb Ul slas| o J)J; Z)-LAL\

Trace test indicates no cointegration at the 0.05 level.

Dpalt JolSAI jles) @il (5) By Jer

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized No. of CE(s) Eigenvalue | Max-EigenStatistic | 0.05 Critical Value Prob .**
None 0.022303 10.08209 14.26460 0.2066
At most 1 0.000156 0.069658 3.841466 0.7918

(E-VIews).cuby oo e famdd bl e slaze YU Sl shie] o Jotd 2 jall

Max-eigenvalue test indicates no cointegration at the 0.05 level

@ adl sl e Jsadt ¢ ((Johansen Co-integration) ..tk fpzll LS sl ol dag
olaal) aagdl jlas)y o(Trace Test) W Ly (P-value) a1 ae @l O may o o(5)(4) Jp bl
Je o) bkl sl 3 agily BYle sgmy pde gm0 05 e T (Maximum Eigenvalue Test)

skl Gl 3 ) e Tae DV Bl aeg LT ) S gals S58e el 0 SSTOT sn ag il
.( Vector Auto Regression Model) glilt judyi z35¢ .4.2.5

&% (Johansen Co-integration) ..ask diall LS jLat] Gby bskll sl (3 83e s4my pie

J=t s «( Vector Auto Regression Model) gl jusyl #55¢ plisanl jadll sl @ @l 3

O s L J(D)JY B we sandl Sbld plisunl coUl Jo 2 (VAR) Gl gyl 2558 plasead

Jodkl o baad & o ) sl ol Jlas) iz (3 e sodle . Lo Byl e AelSae 055 Ayl |2 ol

Block Exogeneity ) Wiy jLatly gl syl abslas pais ol e (VAR) @1 gyl 235 plasianl e (3)

o ey adlamt o3 BT e (Pairwise Granger) i lasl gobs die ol Ol jlas) dasey sy (Wald
(F) ssLa>)
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(VAR) gt jlug¥i (1) o3y dslas

SHalalf Syl sl t 3cla>) ez dagdll
C(1) 1.024197 0.047675 21.48283 0.0000
C(2) 0.084577 0.068600 1.232888 0.2183
C@3) -0.121527 0.069522 -1.748030 0.0812
C#) -0.091488 0.069588 -1.314700 0.1893
C(5) -0.011469 0.070358 -0.163016 0.8706
C(6) 0.052124 0.069166 0.753600 0.4515
C(7) 0.180473 0.069004 2.615405 0.0092
C(8) -0.135519 0.045790 -2.959593 0.0033
C©9) 0.132320 0.043568 3.037112 0.0025
C(10) -0.005494 0.065819 -0.083466 0.9335
C(11) -0.242216 0.066344 -3.650891 0.0003
C(12) 0.047425 0.067985 0.697585 0.4858
C(13) 0.083549 0.069047 1.210033 0.2269
C(14) 0.073027 0.072392 1.008760 0.3137
C(15) -0.064441 0.071710 -0.898632 0.3694
C(16) -0.020481 0.047535 -0.430858 0.6668
C(17) 0.070639 0.025972 2.719859 0.0068

LDJIMT - 1.024197386*LDJIMT(~1) + 0.0845765744364*LDJIMT(-2) -
0.12152709521*LDJIMT(-3) - 0.0914877331157*LDJIMT(-4) - 0.0114694250328*LDJIMT(-5) +
0.0521236138124*LDJIMT(-6) + 0.18047320052*LDJIMT(~7) - 0.135519125156*LDJIMT(-8) +
0.132320285019*LEXC(-1) - 0.00549364665583*LEXC(-2) - 0.24221643581*LEXC(-3) +
0.047425205115*LEXC(-4) + 0.0835489848468*LEXC(-5) + 0.0730265676573*LEXC(-6) -
0.0644408198226*LEXC(-7) - 0.0204806596062*LEXC(-8) + 0.0706394160786

R -squared 0.982877  Mean dependent var 3.954165
Adjusted R -squared0.982235  S.D. dependent var 0.050337
S.E. of regression  0.006709  Akaike info criterion -7.133146
Sum squared resid  0.019221  Schwarz criterion -6.976324
Log likelihood 1600.558  Hannan-Quinn criter. -7.071302
F-statistic 1531.873  Durbin-Watson stat 1.986979

Prob(F-statisticy ~ 0.000000
(B-Views) by on lede Jramill il e slaeYl ol slas] oo Joid : ol

cal 8 (R2) of (1) 3 absleal (6) Jgidt e Lede Jamill (VAR) Gl Jadyl mits ISs o eian
oo Y098 Gy ks LSH Y G s s a3 S @) bl OF Jol (S Uy s anise Liag 0.98
Y1 ) a (065) O LS s 5T Julge Lnpuns Y02 0y radl) lll 3 Grall o @ Sad ) Slpadl S
WS S por ggls i5e ks 3 AW B e ST Bigms ps gm0 D05 e T 3sad) L (P-Value)
Anest m3sadl (3 A Slpadl) OF g L 05 e T (P-Value) sl aedl 06 (F) seliamb glan L Wl 5540
el b ol el (3 g
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(2) o3y Ustas
(VAR) glt jus¥)
Hhalal Skl cllad) t 3sla> Il dogdlt

C(18) 0.229670 0.052745 4.354346 0.0000
C(19) -0.265894 0.075896 -3.503419 0.0005
C(20) 0.142006 0.076916 1.846256 0.0655
C21) -0.162060 0.076989 -2.104988 0.0359
C(22) 0.050767 0.077840 0.652198 0.5146
C(23) -0.102201 0.076522 -1.335581 0.1824
C24) 0.161784 0.076342 2.119203 0.0346
C(25) -0.058912 0.050659 -1.162916 0.2455
C(26) 1.132222 0.048201 23.48961 0.0000
C(27) -0.178746 0.072819 -2.454680 0.0145
C(28) 0.088209 0.073400 1.201758 0.2301
C(29) -0.078559 0.075215 -1.044468 0.2969
C(30) -0.095383 0.076390 -1.248637 0.2125
C(31) 0.097818 0.080091 1.221341 0.2226
C(32) -0.036659 0.079336 -0.462071 0.6443
C(33) 0.076301 0.052590 1.450874 0.1475
C(34) 0.015103 0.028734 0.525635 0.5994

LEXC = 0.229670495568*LDJIMT(-1) - 0.265894072805*LDJIMT(-2) + 0.142005875021*LDJIMT(-3) -

0.162060078803*LDJIMT(-4) + 0.0507670703304*LDJIMT(-5) - 0.102200737267*LDJIMT(-6) +

0.161784299067*LDJIMT(-7) - 0.058912465708*LDJIMT(-8) + 1.13222172028*LEXC(-1) -

0.178746180002*LEXC(-2) + 0.0882087721299*LEXC(-3) - 0.0785592230751*LEXC(-4) -

0.0953828480601*LEXC(-5) + 0.0978182128577*LEXC(-6) - 0.0366587385*LEXC(-7) +

0.0763009492507*LEXC(-8) + 0.0151034072197

R-squared 0.989771 Mean dependent var  0.906769

Adjusted R-squared 0.989388 S.D. dependent var  0.072055

S.E. of regression 0.007423 Akaike info criterion -6.931024

Sum squared resid 0.023526 Schwarz criterion  -6.774202

Log likelihood 1555.687 Hannan-Quinn criter. -6.869181

F-statistic 2582.424 Durbin-Watson stat 2.002502

Prob(F-statistic) 0.000000

(E-Views) msby o e famad bl o slaze YU Sl slie] o Jotd 1 sl

cak 8 (R2) of (2) o) dbslacdd (7) Jgdl o e Jamald (VAR) Gl Judy) s s e s

oo Y098 sy s LSH Y Sam gl S35 a3 L & Sl OF Jsil) S ey i aeiie a9 0.98

b1 il e (Y065) OF LS g 5T Lalse Lapenis %02 0fy (il sl 3 Byl o 3 & G ol 3

Anest m3sadl (3 A Slpadl) OF g L 05 e T (P-Value) sl aedl 06 (F) selamb gla L Wl 5540
el s @ oW el 3

The Block ) Wiy jlast] gos ¢ (VAR) @l Jadyl 2358 33y auhll 2 Sladl Gn )l old] 2,0l
(9) (B) ¢y s by 2 il o Jsadd G5 ((VAR) @) gyl 2356 o il (Exogeneity Wald
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D(DJIMT) a1 jasdt

Byl iy 8.l Lo ) iz agdll A oleys & gSaad et

B (LDJIMT) 3 ¥ (LEXC( lag(1 to 8))
0.0001 8 31.74336 DEXC)

Jss | (LDJIMT) & o (LEXC( lag(l to 8))

(E-Views) gty o el fandh gl e st conll s e Jpid el
Wy el @il 2 (9) o8y Jyar
D(LEXC) g1 o

Byl E O | SO | il dedll B Oy &r S5 ded Jaadt

B (LDJIMT) 3 ¥ (LEXC (lag(1 to 8))
0.0000 8 34.59052 D@LDJIMT)

Js3 | (LDJIMT) & s (LEXC(lag(1 to 8))

.(E—VieWS) cﬁ\;j o L@cl& J.\a;‘:j-‘ CEL;J\ J& :L«:.G?\J C,a-\.,ﬂ Slae| o J)J& IJ-I\-\G-H

il Ofy 31.743 il 5 Cpall e Jinll pisdd s S 208 OF (9)(8) o3 g I o man

Frr gl s e ] Gl e a8 B B 2y Jdl) (S Sy 05 e BT (P-Value) ity
ofy 34.590 il 5 LS5 Ul Yl G ssls L33 me ined) mf 15 Bd O mizn LSSy Alsd LY
Yl S agls g ae e amd B BVe 3y il (o Sy 05 e BTU (P-Value) sl )

Z\M\).Aﬂ S (n c@y‘ S A B S99 )L:Zﬁ-y‘ [RE B CAA‘Q wvbj Jﬁaﬂ > L;l lﬁg_v" ZUJJJ
.(Pairwise-Granger Causality Test ) £\ duw jlas1 .5.2.5

semy mezn o(10) 43 Jsadt a5l (Pairwise-Granger Causality) 41> g jlas] o5 S s

et Rl (i MSTOT 2T axd s oSl Fom s> S35 me B Bpall e e a Bl EL B3

The Block Exogeneity ) iy jlas| o e Jsad) ¢ 3 bl uSh 1hay Elr B g3y 51 3 Lol
(Wald
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Al o jle) 5515 :(10) 3y Jour

Sl Ll Lol F 5l L yieall G )
H, a5, 0.0004 421121 (LDJIMT) § s by omst (LEXC)
H, s, 0.0001 476253
(LEXC) § 1 35 comid (LDJIMT)

(E-Views) ciby o e Jamadd gl o slaze YU Sl slie] o Jotd 1500l

(VAR) glllt ylas z34é alisenb 531 6.2.5

Root Mean J Gy g3 e of (8853) gl 85 oo old) an ) okl ooz i e aulll) s (3 slexe) ¢
Sl Wy b Lol ol Losdl L) sl aed ael s e g B 8 (Squared Error
5 e Hud) 4l LSS oY) God e agls Jage 2308 O gm Ms (1) o) ISEIL mose 00 L50.012550
) )l Al LSl bl (it

4.15

5l @ s (1) (3 s

410
4.05
4.00 |
3.95 |
3.90 |

3.85 ]/

1l
2020

2021

— LDJIMTF

+2SE.

(E-Views) miby oo lide fame JS201 200l

Forecast: LDJIMTF
Actual: LDJIIMT

Forecastsample: 3/11/2020 12/31/2021
Adjusted sample: 3/23/2020 12/03/2021

Included observations: 445
Root Mean Squared Error
Mean Absolute Error
Mean Abs. Percent Error
Theil Inequality Coefficient
Bias Proportion
Variance Proportion
Covariance Proportion
Theil U2 Coefficient
Symmetric MAPE

0.036242
0.029512
0.744643
0.004582
0.000298
0.099428
0.900275
5.133961
0.744551

T3l aeis 3.5

(LM.(Breusch-Godfrey Ll LUV st el o5 ekl JSLEL n oy 23 5adl G a5l
o S (Breusch-Pagan-Godfrey) ol Gl jlasly ( dodl LY o aulll) 2356 sl on a5l
o9 B LY e m3sadl shs e WU (Test Durbin-Watson) s.sly 015 jlasly copldl e z3sadl skt
05 e STl OVasly bt BLEYY o IS 68 b b Y1 aagdl O s ((12)(11) o3 g IO
Bl 3By Ogudly Oayls =B e Lad Wl bl OBty o) DLV alSas e g3sadl s Joil S Sy
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(1)pdy Dsnell (VAR) z350 et bUsyY1 jlas) il 1(11) 3 Jutr
(1) 43, ¥ (VAR) £3508 (Breusch-Godfrey) LM. Ll bs¥i jle

0.7108 Prob. F(2,425) 0.341664 (F) 8sla>)

0.7002 Prob. Chi-Square(2) 0.712731 R) olualin

(1) ) #s1s (VAR) z3503 (Breusch-Pagan-Godfrey) ol St st

0.1895 Prob. F(16,427) 1.305275 (F) 8slua>)

0.1902 Prob. Chi-Square(16) 20.70327 AR) ohualin

(E-Views) by o lede famill i) e slaze Yl cold) slas] o Jod sl

(2)0y Bswedd (VAR) g0 okl U5y ¥ ) it 1(12) o3y Jsur
(2) ¢y d5s (VAR) 350 (Breusch-Godfrey) LM. Al bV jlas)

0.8943 Prob. F(2,425) 0.111767 (F) bl

0.8898 Prob. Chi-Square(2) 0.233405 R) olialin

(2) 43y dss (VAR) £330 (Breusch-Pagan-Godfrey) oudl St e

0.1625 Prob. F(16,427) 6.483191 (F) 8sla>)

0.1432 Prob. Chi-Square(16) 86.77952 R) ohialin

(E-Views) miby o e hamall gl o slaze YU Sl slte] o Jod 5l

Oguily oyl Jle) @it 1(13) o3y Jgur
(Durbin—-Watson Test) Sgmily suyls yles!

A aadl odslaall Ogudly s sl
33 bl mg pde 1.986979 (1) By doee (VAR) zag0d ((Oguly oyl slis)
I3 L) sy pie 2.002502 (2) By dste (VAR) g35ed ((Ogusly oyl sl

(E-Views) wiby o Lo framall gl o slaze YU Sl shie] o Jobd 100l
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S Y 3ed (S gaall by M5y chall ol Al iU gl e 2l 12 UL (5,08) LS 4
L) sl i sz Je slzsYl (VAR)

Ologdl 2.6

JW Blgul melyn OF Ll «pall jlanls JU Gon 2Dl ) Slsgl M) o5 20T 215 Slalys foe =1

el Jol) obslasy 2aY) ol auled) bl

g 09y (S f)\é-\) gé-\ L) a5y d) o ggi\ 120 L;dw}f\ PTESIPT PR PRIV PRI RCH LA o -2

D2t ] (638 5 35 o BB a8 Slule plsial aslif) mo Sy Gpall e bed OUT fen omad) =3
el Al 3 Opall e 3 Sud Gl cledall dlx e ALY chasll 3 eud Gl bl
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2 Feng, Y. (2018). Study of the RMB exchange rate’s impact on the Chinese stock market.

International Business. Retrieved from, P1.

8.257 ol s cdsians) cida) AU 3lend1 (20210 2yl 3yl
S-4 ol ais V) aSlll (o) drels (g anl)s) 2ol ol gl G i) ulal) bl anl )i 4
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15 Erdogan. S, Gedikli. A, Cevik. 1,2020, Volatility spillover effect between Islamic stock markets and

exchange rate: Evidence from three emerging countries, Borsa Istanbul Review, p3.

(Jrizal) BUl5 a3lalt dlan taad Y Sl sl Jgn adlall JUI Blgnl (3 6lllazag oYl v G Sl2g0 el 1) 2005 0l Ll 10

A4 o

Brald ol s cliael B anld) U2 (Bpal) awg Baid) S Y oo RS BNL gl il (2018 et gy ¢ Gl gAY

160 09 aally puldl suall (Wl b
Erdogan. S, Gedikli. A, Cevik. I, Previews Reference, p3. 18
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2 Dahir, A. M., Mahat, F., Ab Razak, N. H., & Bany-Ariftin, A. N. (2017).Revisiting the dynamic
relationship betweenlexchange rates and stock prices in BRICS countries: A wavelet analysis. Borsa

Istanbul Review,P101-102.
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2 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, p338.

25 Granger and Newbold, (1974), Spurious regression in econometric, journal of econometrics.

26 Asteriou, D., & Hall, S. (2011). Applied Econometrics: Palgrave Macmillan.

27 Deadman and Charemza, 1992, New Directions in Econometrics, England, Edward Elger, p176.
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