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Abstract

Share price deerminaton is an antthetcal sk, influenced by several
factors. The present sudy examines the fundamenml dewrminants of
Shariah and Non-Shariah share prices in India. The smdy employs
panel dam congistung of annual ime series dam over the period of
2011-2015. And also use the cross sectonal dawm of 4040 companies
from Shariah and Non-Shariah Indices, which are seleced on the basis
of market capimlization. Seleced companies are contnuously
working from lagtfive years in CNX 500 and CNX 500 Shariah Index.
Afwr going through the liwramre review, various deerminant have
been identfied namely Debrt equity rato (DER), Price earnings rato
(P/E) ratio, Netprofitmargin (NPM), Rewrn on equity (ROE), which
explained the marketprice of share (MPS). Fixed Effects and Random
Effect models have been employed w fulfill the objecuve. The
empirical results of Hausman specificaton w®st indicawrd that error
correction model ig appropriaed. The smdy concluded that Random
effectmodel is best fited in Shariah Portfolio and FEM is best fited
model in Non-Shariah portfolio. The present smdy confirmg that
performance of fundamenml rato of the firm will be essental and
immense helpful © the inveswors and analysts in accessing the beter
stock performance.

Keywords: Shariah Index, Fundamenml Dewrminants, Share Prices,
Fixed Effects Model, Random Effects Model.

JEL Classifications: C23, G10, G30,G32

Introduction

Shariah invegsmmentis unique form of socially responsible invesmment
because Islam does not make difference bewween spirimality and
secularism. It also works on the canonical aspects with efficacy and
efficiency in buginess. Shariah objectves depend upon the faith, self,
inEllecmal poswrity and wealth. By considering these meris of
Shariah investment NSE developed the S&P CNX Shariah 500 Index
from S&P CNX 500.

Invesmwors put their money where they get higher rewmrng than that of
savings and bonds. Stocks, Muwal funds, Shariah invesmment are the
other available invegmmentavenues in the marketwhere invegtors can
get higher remrng than saving and bonds (Olawale & Lawal, 2015).
Swck market functons bewween the saving surplus unit and saving
deficit unit through pooling of funds, wansferring of wealth and
sharing risk (Almumani, 2014).
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Swck marketis dynamic and volatle in nawre. Thatis why
invegtors and fund managers wy  predictthe swock price in
different market simatons. The market movement is not
only dependent on the inmingic and exwingic influence.
There are some more reasons for sudden change in swock
prices due 1 micro—economic variables or firm gpecific
variables including dividend per share, sarning per share,
profitability ratio ew are more significant. The
undersmnding of the share price dewrminant is impormnt
and as it will be helpful for the companies as well as
investors. Afer deermining the share prices the invegtors
are in a position © make decision whether © investmoney in
stock marketor not(Bhata & Agarwal, 2016).

The firstume work on deerminant of share prices was done
by Colling in 1957. Colling identfied thatin the US banks,
dividend, net profit, operatng earnings and book value as
the factors influencing share prices. In dewrmining the
factors affecung share prices Colling used financial
smements. Afwer that the major work done on the
dewrminant of share prices follows Colling. Hence,
Financial Smawmment becomes cenmal concern for the
academician and invesTors.

Review of Literature

The relatonghip between fundamenml facwrs and share
price changes has been exwnsively investgatred in the
financial lizerawre. There are several smdies has conductwed
in India ag well ag abroad. This swmdy has drived on
singapore from 19932012 and concluded that varibales
like, money supply, Inwrest rawe and GDP have pogtve
impact on the share price. On other hand Cuawmer price
index and Exchange raw shows a negative relation with
share price, for this method used by them was rdinary Least
square (OLS) Hui (2014), Srinivasan (2013) examined the
dam of Indian economy, basically carried 6 major induswies
likes Heavy and Manufacwring, Pharmaceutcal, Energy, IT
and ITES, Infrastucmre and Banking. The 1ime period of
this swdy is 20062011. Panel dam wchniques are applied
like random effect model and fixed effect model
investgawrd the objectves. The empirical ouwcome reveals
that DPS hag negatve and significat impact on the share
price of manufacwreing, pharmaceutcal, Infrasrucwre and
energy sectors. The ouwcomes are congisentwith findings of
Zahir & Khanna (1982), Malhowa (1987), Sharma (2011),
that dividend has influenced market price of share
significanty in negatve directon. Final result indicat that
sixe is significant factwor in deerming the share pr ice of all
secwors except the manufacwring sector. Book value is
positve influence the share price of energy, pharmaceucal,
infraswucwre and IT & ITES. In the contnugaton same
isssues of pakismni sudy narraed that the dam od karachi
stock exchange from 19952006 and also used variables
like swock price, GDP, Company size, Earning per share and
share wrnover shows a positve relatonship, where
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Inflsation and inwregtrate shows negatve reladonship with
the share price Nishat & MehrunNisa (2012). Another
paper writen by Hosseini, Ahmad, & Lai, (2011) examined
the dam of microeconomic variables and share price. Where
Indusmial production and money supply shows a positve
relatdonghip with share price, In another way Inflation raw
and Crude oil have negatve reladonship with share price of
a county. Dam were raken from 1999 w© 2009. In the same
senerio Al-Shubiri (2010) also discussed about the
microeconomic variables and swck price of share. Dam
were colleced from Amman swock exchange and period
from 2005-2008. The results concluded that variables like
GDP, Dividend, Earning per shar and Netassets value per
share shows a positve relatonship with markert price odf
share. Where as variable like marke inerest and infladon
have negatve relatioship with the price of share. In the same
direction, Somoye, Akinwoye, & Osen (2009) have also
given the same views of Nigerian stock marketfor the period
of 1me 2005-2007. Simple linear regression model
empolyed for the objectves. GDP, interest raw, oil price
and, Dps are all the variables ex[lain the markert price of
share. Other side of oucome shows the insignificantimpact
on the share price of GDP and Earning per share.

The objective of this study

To compare the Shariah and Non-Shariah portfolios in erms
of fundamenml deerminants of share price.

For this purpose the present smudy applied the panel
regression models on the dam derived from the financial
SATEMENTS.

Hypothesis of the Study

To achigve the objectve of this smdy, the following null
hypothesis has been developed for the empirical stng.

Ho: There is no significant reladonship between swcks
rewurn and Debtwo Equity Rato.

Ho: There is no significant reladonship between swocks
rewurn and Earning per Share Ratio.

Ho: There is no significant relatonghip between swocks
rewrn and Price Earnings Rato.

Ho: There is no significant relatdonghip between swocks
rewrn and NetProfitMargin.

Ho: There is no significant relatonghip between swocks
rewrn and Remrn on Equity.

Ho: There is no significant relatonship between swocks
rern and Price 0 book value.

Ho: All congmants are same (homogeneous).

Ho: Random &ffects are consisenrtand efficient
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Methodology and Data

This research is complewly based on the secondary dam
congsistng of the monthly closing prices of Shariah and Non—
Shariah swcks from NSEINDIA. Sample Design: Sample
design was graze plan for obmining the sample from the
given populaton. Populaton: 1. Shariah Companies:
Companies which are following Shariah Laws and lised
with CNX Nifty 500 Shariah. 2. Non —Shariah Companies
which are lised in CNX Nifty 500. Sampling Elements: 1.
Shariah Companies: companies which are working for last
five years with CNX Nifty 500 Shariah. 2. Non —Shariah
Companigs: companies which are working for lagtfive years

with CNX Nifty 500. Sample Size: 1. Shariah Companies:
40. 2. Non —Shariah Companies: 40. Sampling Technique:
CNX Nifty 500 index has five hundred listed companies out
of'it113 companies were working from April 2011 © March
2015. CNX Shariah 500 index has 158 listed companies out
of'it81 companies were working from April 2011 © March
2015. For the purpose of selecting companies swatfied
sampling has been applied.

First Companies are cargorized int ning swat on the basis
of range analysis of market capirlization. Companies are
selecred from each swamum in proporton w the size of the
sTam.

Table 1, Categories of Market Capitalization of Selected Portfolio

Portfolio of Shariah Portfolio of Non-
parts | Categories of Market Total 1\?(:001(5 Tot:lh ;:ah Sto?jn-
Capitalization * | Shariah : .
of Stocks of Shariah
Companies Companies Stocks
1 More Than 10,00,000 5 2 3 1
2 10,00,000 —5,00,000 5 2 3 1
3 5,00,000 —3,00,000 6 3 2 1
4 3,00,000 —1,00,000 16 8 13 5
5 1,00,000 — 50000 12 6 17 6
6 50000—30000 10 5 16 6
7 30000—10000 22 11 39 13
8 10000—5000 5 3 16 6
92 5000—0 0 0 4 1
Total 81 40 113 40

Sources: Researcher’s Estimates

For Example: In the firstsmam of Shariah portfolio there 5
companies out of 81 companies. Hence the proporton
comegs outw bg

= (5/81)*40=2.4,

2.4 rounded off w 2, these wo companies were seleced on
the basis of simple random process, in simple random
process the 2 random numbers were generated between 1
5 and respectuve companies were selected.

Afwr selecton of portfolios of Shariah and Conventonal
stocks researcher selectthe companies from each cawrgories
of market capimlization on the basis of random mble.
Fundamenml dam of all seleced companigs were colleced
from the CMIE Prowess and Bloomberg (IIM-Culcut).
There are ligt of seleced companies, selecton criwria is
already mentoned above.

Table 2, Selected Portfolio of Shariah Stocks

S.N. Portfolio of Shariah Stocks S.N. Portfolio of Shariah Stocks
1 3M India L. 21 | ElgiEquipments L.
2 |ACCLd. 22 | Evergady Indusmwies (India) L.
3 | AbbowIndia L. 23 | F A G Bearings India L.
4 | Agro Tech Foods L. 24 | Federal- Mogul Gogwe (India) L.
5 | Amara Raja Bateries Lud. 25 | Geomemic L.
6 | Aswal Poly Technik L. 26 | Godrgj Consumer Products L.
7 | AswazengcaPharma India L. 27 | HC L Infogysems L.
8 | Aummotve Axles Lad. 28 | Hindusmn Unilever L.
9 | Bajaj Elecmicals L. 29 | Hongywell Aumomation India L.

10 | BalmerLawrie& Co. L.

30 | Indrapragtha Gag L.

11 | Bam India L.

31 | JagranPrakashan L.

12 | Berger Paints India Ld.

32 | KE C Inwrnatonal L.

13 | Blug Str L.

33 | Kalpamaru Power Trangmission L.

14 | Cagmol India L. 34 | Lupin L.
15 | Clariant Chemicals (India) L. 35 | NIIT Technologies L.
16 | Colgaw—Palmolive (India) L. 36 | Nocil L.

17 | Crompwn Greaves L.

37 | Reliance Induswies Lud.

18 | Cumming India L.

38 | Tawm Elxsi Lud.

19 | Dabur India L.

39 | Unichem Laborawries L.

20 | Dr. Reddy'S Laborawries L.

40 | V A Tech Wabag L.

Sources: Researcher’s Estimates
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Table 3, Selected Portfolio of Non-Shariah Stocks

S.N. Portfolio of Conventional Stocks S.N. [ Portfolio of Conventional Stocks
1 B F Unlites L. 21 | GreatEaswerm Shipping Co. L.
2 | Balkrighna Induswies L. 22 | Gujarat Smw Pemonet L.
3 | BharatElecmonics L. 23 |HEGLd.
4 | Bhushan Swel L. 24 | HimatwingkaSeide L.
5 | Bombay BurmahTrdg. Corpn. L. 25 | Hindusmn Pewoleum Corpn. Ld.
6 | Bombay Dysing & Mfg. Co. L. 26 | Hindustmn Zinc Ld.

IL & F S Transpormtdon Netmworks

L.

7 | Brigade Enwrprises L. 27 | Ld.

8 | Cenwry Plyboards (India) L. 28 | I R B Infrasrucmre Developers L.
9 | Cenmry Textles &Inds. L. 29 | ITD Cemenmdon India L.

10 | Conminer Corpn. Of India L. 30 | Indian Oil Corpn. L.

11 |DLFLd. 31 |[JK CementLd.

2 Degpak Ferlisers& Pewochemicals Corpn. 32 | TK Lakshmi Cement L.

13 | Digshman Pharmaceutcals & Chemicalg L.

33 | JK Tyre&lnds. L.

14 | Dynamatc Technologies L.

34 | Jai Corp L.

15 | Elecwoswel Castings L.

35 | Jaiprakash Associaws L.

16 | Engineers India L.

36 | KCPLd.

17 | EsselPropack L.

37 | Kiwex Garments L.

18 | G T L Infraswucwre Ld.

38 | M B L Infraswucmres Lud.

19 | Gimnjali Gems L.

39 [MOILL.

20 | Glaxogmithkling Pharmaceutcals L.

40 |[NMDC Ld.

Sources: Researcher’s Estimates
Before investing in a company so many questons rige in the
mind. How i the company being runAls itgeneratng profith
Is the performance geting beter or worseA How does it
compare 1 peersAAll these angwer 1 question is  analyses
the profimbility rato. This rato presents the performance
the individual company.

Multiple Regression Analysis

In order © esumaw the relatonship of Shariah and
conventonal remrns ™ the chosen the variables, the
correlation of the swck rewmrng and financial ratos are
examined by the multple regression analysis. In another
way multple regression analysis aims 1 investgatw how
shariah and conventonal swcks reaction w the same
selected variables by twstung and examining the linkage
between swck remrns and seleced financial ratos as
defined in the equatdon below. The formula is shown
follows:

Rt=p0+B1 X1+ B2 X2+ B3 X3 + B4 X4+ B5 X5 +p6 X6 +
€

Where:

Rt =Yearly remurn of the stocks
X1 =Debtw Equity Rato

X2 =Earning Per Share Rato
X3 =Price Earning Ratio

X4 =NetProfitMargin

X5 =Rewrnon Equity

X6 =Price © book value

¢ =Random Error
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Model Specification for the Panel Data

The panel dam wchniques, Fixed Effecty model and
Random Effects model have been employed 0 examing the
objectve.

Pooled OLS regression for Selected Portfolio

Regearcher is using pooled OLS regression because have
pool all 200 observatons (40 x 5) and esumaw a
performance of valuaton of the companies, where 40
represents the listof companies and 5 representthe years of
individual company. Here researcher is denying the
hewrogeneity or individuality of all 40 companies thatexist
among 40 all companies. Polled OLS is neglectng the dual
nawre of me series and cross sectonal dam. Not only
neglecung this runs the pooled model, but also polling
agsumes that the coefficients of the valuation performance
remain congmnt across the ume and cross secton. The
pooled OLS is also known ag the consmantcosfficientmodel,
for researcher assuming that coefficients across ime and
cross section remain the same (Gujrad, 2011).

The major problem with this model is that it does not
disunguish various companies that have the in the list In
simple words researcher can say there is no exiswEnce
hewrogeneity in the all companies.

The Fixed Effects / Least Square Dummy Variables
(LSDV) Model - Fixed effectmodel or LSDV model use for
hewrogeneity or individually among 40 companies by
allowing having its own inwrceptvalue. Ong another way
ke inw account the hewrogeneity that exist among 40
company is  allow each company w have own inercept, as
in the following equaton (1). Notce thatwe have added the
subscripti o the inwrceprt of the 40 companies may differ.
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The difference may be due © company size, company
assists, and induswy wise (Gujratd D. N.,2004).

Random Effect Model - In this model, all the 40 companies
have a common mean value for the inwrcept Inwrcepts
values in this method are agsumed  be random as it is
assumed that the sample hag been drawn randomly from a
large populaton.

Now researcher shall apply Hausman st © check which
model (Fixed effector Random effect) i suitable w accept

Hausman Test - This st is used © check which model
(fixed effector random effectmodel) is suimble wuse.

Null hypothesis: Random effectmodel is appropriatw
Alternative hypothesis: Fixed effectmodel is appropriate

If getthe smtstcal P-value (less than 5%). Researcher shall
use fixed effect model, otherwise random effect model.
Afwrwards, I shall check which model is appropriat, fixed
effector pooled regression modelA

Empirical Analysis and Discussion

This part of smdy narrawd fundamnewl dewrminant of
Shariah and Non-Shariah compliantcompanies in India.

Table 4, Pooled OLS Regression of Shariah Portfolio

Dependent Variable: MPS

Method: Panel Leagt Squares

Sample: 2011 2015

Toml panegl (balanced) observadons: 200

Variable Coefficient Std. Error TSmdstc Prob.

C -306.8738 127.7382 -2.4024 0.0172

DER 266.1525 228.3449 1.1656 0.2452

EPS 26.9887 1.7248 15.6473 0.0000

PER 1.9594 0.9983 1.9629 0.0511

NPM 38.9389 8.0136 4.8591 0.0000

ROE -2605.6500 334.9443 -7.7794 0.0000

PBV 86.7222 10.7142 8.0941 0.0000
R-squared 0.6272 Mean dependent var 701.668
Adjuswed R-squared 0.6156 S.D. dependent var 1110.24
S.E. of regression 688.318 Akaike info crierion 15.9408
Sum squared resid 91439943 Schwarz crierion 16.0562
Log likelihood -1587.0750 Hannan-Quinn criwr. 15.9875
F-smdstc 54.1222 Durbin-Watson stat 0.61755

Prob(F-smtstc) 0.0000

Author’s esuimated
Using Eviews 7, researcher obmined the results of Table 4.
The ourcome shows thatEarning per share (EPS), P/E rato,
Net profit margin (NPM) and Price © book value (PBV)
have significant positive impact on market price of share
(MPS). Rewmurn on equity (ROE) has negative but
smtstcally significant impact on market price of share.

Debt © equity rato (DER) has smustcally ingignificant
impacton the marketprice of share. The low value of Durbin
—Watson smtstc shows serial correlation in variables. The
Pooled OLS model does notshow heterogeneity among the

40 companigs.

Table 5, Fixed Effect Model of Shariah Portfolio

Dependent Variable: MPS

Method: Panel Least Squares

Sample: 2011 2015

Toml panel (balanced) observations: 200

Variable Coefficient Std. Error TSmustc Prob.

C -324.3126 177.7332 -1.8247 0.0700
DER 230.2142 449.2409 0.5125 0.6091
EPS 24.2658 3.5601 6.8160 0.0000
PER 0.6747 0.8869 0.7607 0.4480
NPM 51.7336 10.4949 4.9294 0.0000
ROE -2387.0310 543.8735 -4.3889 0.0000
PBV 78.5071 15.3811 5.1041 0.0000

Effects Specificaion
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Cross—secton fixed (dummy variables)

R-squared 0.8343
Adjustwed R-squared 0.7859
S.E. of regression 513.761
Sum squared resid 40648359
Log likelihood -1506.0030
F-smtdstc 17.2292
Prob(F-smtstc) 0.0000

Mean dependent var 701.668
S.D. dependent var 1110.24
Akaike info criterion 15.52
Schwarz criwrion 16.2786
Hannan—Quinn criter. 15.827
Durbin—-Watson stat 1.25187

Author’s esumated

Using Eviews 7, the oucome shows that Earning per share
(EPS), Nert profit margin (NPM) and Price © book value
(PBV) have significant positve impacton MPS. Remrn on
equity (ROE) has negatve but smustcally significant
impacton price of marketshare. Debtw gquity rato (DER)
and P/E ratdo have smdstcally ingignificant impact on the
market price of share. The valug 1.25 of Durbin —Watson
smustuc shows no aumcorrelaton in variables of 40
companies. The Fixed Effects Model shows hewrogeneity
among the 40 companies.

By comparing the results of the ™wo models i.e. the OLS
pooled regression and FEM results itis found thatthere is a
subsmanmal difference bewween the value of coefficients and
their signs. Fixed effecs model is beter than the OLS
pooled model. Hewrogeneity effects are explicidy mken
ino account in the fixed effect model. Therefore,
researchers can use the reswiced F wst

F = (R - R%)/m
(1 - R2) (n-F)

Where R'ur and R’r are unreswicwed (Fixed effect model)
and reswiced (Common Consmant model) coefficient of
deerminaton, m ig the number of parameters omited from
the resmwiced model (39 herg), n is the number of
observatons (400), and k is the number of parametwrs
esumated in the unreswicted regression (here a ol of 46).
The reswiceed and unreswiced R2 values are obmined from
Tables4 and 5, regpecuvely.

F = (0.8343-0.6272)/39 =11.52

(1 -0.8343)/354

Here F-smtstc is greatwr than the F-eritcal value hence the
null hypothesis is rejecred. The value of F is significant
which shows that the fixed effecs model is superior w the
pooled regregsion model.

The mrm fixed effect shows inwrcept may differ across
companies, butinerceptdogs notvary over the Tme, i.€. itis
nme invariant. So thatresearcher has alernatve method of
gsumaton which handles the consmants for gach secton as
random parameters rather than fixed.

Table 6, Random Effect Model of Shariah Portfolio

Dependent Variable: MPS

Method: Panel EGLS (Cross—secton random effects)

Sample: 2011 2015
Toml panel (balanced) observadons: 200

Variable Cosfficient Sd. Error TSwtstuc Prob.

C -340.0043 159.3785 -2.133313 0.0342

DER 271.3082 298.0086 0.910404 0.3637

EPS 25.88563 2.256896 11.46957 0.0000

PER 0.983305 0.840679 1.169655 0.2436

NPM 49.06376 8.176221 6.000787 0.0000

ROE -2547.966 382.4533 -6.662162 0.0000

PBV 82.35004 11.94848 6.892096 0.0000

Effects Specificadon
S.D. Rho
Cross—section random 465.2689 0.4506
Idiosyncratc random 513.761 0.5494
Weighwed Smtstcs
R-squared 0.477007 Mean dependent var 310.683
Adjuswed R-squared 0.460748 S.D. dependentvar 701.8905
S.E. of regression 515.4249 Sum squared resid 5.1E+07
F-smtstc 29.33826 Durbin-Watson smt 1.007533
Prob(F-smdstc) 0.0000
Unweighwd Smtstcs

R-squared 0.618231 Mean dependent var 701.6677
Sum squared resid 93645146 Durbin-Watson @t 0.551648

Author’s esuimated
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Using Eviews 7, the ouwrcome shows that EPS, NPM and
PBYV have significant positve impact on MPS. Rewrn on
equity has smtstcally significant negatve impact on the
market price of share. DER and P/E rato have smatustucally
ingignificantpositve relation with the marketprice of share.

Afwmr analyzing the dam with the above three models,
researcher has o decide which model is good w accept To

check itthe Hausman wstwill be applied.

Hausman &stwill decide which model (Fixed effectmodel
or Random effect model) is suimble © accept Here, Null
hypothesis is

Ho: Random effects model appropriate.

H1: Fixed effects model appropriate.

Table 7, Hausman Test of Shariah Portfolio
Correlated Random Effects —Hausman Test

Testcross-secton random effects

Tegt Summary

Chi-Sq. Smtstc

ChiSq. d.f. Prob.

Cross-secton random

7.252106 6 0.2982

Here, P—value is smustcally ingignificant i.e. P-valuge is
more than 5% meaning thatnull hypothesis is acceptwed. This

shows Random effectmodel is more appropriate.

Table 8, Pooled OLS Regression of Portfolio of Non-Shariah Stocks

Dependent Variable: MPS

Sample: 2011 2015

Cross-sectons included: 40

Toml panel (balanced) observatons: 200

Variable Coefficient Std. Error TSmtstc Prob.
C 134.9094 48.3486 2.7903 0.0058
DER -3.3736 2.0464 -1.6485 0.1009
EPS 0.5852 1.4850 0.3941 0.6939
PER 0.0306 0.0049 6.2605 0.0000
NPM 1.6462 2.7928 0.5894 0.5563
ROE 1.8117 3.0190 0.6001 0.5492
PBV 7.2795 1.3940 5.2220 0.0000
R-squared 0.50661 Mean dependent var 264.578
Adjused R-squared 0.4835 S.D. dependentvar 541.089
S.E. of regression 473.7238 Akaike info criterion 15.1935
Sum squared resid 43311939 Schwarz crierion 15.3089
Log likelihood -1512.35 Hannan—Quinn criter. 15.2402
F-smtstc 36.1036 Durbin-Watson smat 0.7472
Prob(Fsmdstc) 0.0000

Aurthor’s esuimated

Using Eviews 7, researcher acquired the results of Table 8.
The ouwome shows thatEPS, P/E ratio, NPM and PBV have
significantpositve impacton marketprice of share, Remrn
on gquity has negatdve but smustcally significant relaton
with market price of share. DER has smustcally

ingignificant positve impacton the MPS. The low value of
Durbin —Wawon smtstuc shows serial correlation in
variables. The Pooled OLS model does not show
hewrogeneity among the 40 companies.

Table 9, Fixed Effect Model of Non-Shariah Portfolio

Dependent Variable: MPS

Method: Panel Least Squares

Sample: 2011 2015

Toml panel (balanced) observatons: 200

Variablg Coefficient  Swd. Error tSmtstc Prob.
C 208.377 48.35608 4.30922 0.0000
DER -2.418113 1.232384 -1.962143 0.0515
EPS 1.699889 1.581056 1.07516 0.2840
PER -0.007047 0.003239 -2.17564 0.0311
NPM 2.135104 4.808684 0.44401 0.6577
ROE -1.127121 3.066077 -0.36761 0.7137
PBV 4.471317 0.912045 4.902517 0.0000
Effects Specificadon
Cross-secton fixed (dummy variables)

R-squared 0.84557 Mean dependent var 264.578
Adjuswed R-squared 0.800445 S.D. dependent var 541.089
S.E. of regression 241.7134 Akaike info crierion 14.012
Sum squared resid 8997507 Schwarz crierion 14.7706
Log likelihood -1355.202 Hannan-Quinn crier. 14.319
F-smtstc 20.73815 Durbin-Watson smt 1.24063

Prob(F-smtstc) 0.0000

Author’s egumated
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Table 9 the results show that DER and PER have negative
burt smtstcally significant impact on MPS. Price © book
valug i§ positvely significant o the marker price of share.
Rests of variables (EPS, NPM and ROE) are ingignificant
relaton with MPS. The valug 1.24 of Durbin —Waton
smustuc shows no aumcorrelaton in variables of 40
companies. The Fixed Effects Model shows hewrogeneity
among the 40 companies.

By comparing the resulw of the ™wo models i.€. the OLS
pooled regression and FEM results itis found thatthere is a
subsmantal difference between the value of coefficients and
their signs. Fixed effects model is beter than the OLS
pooled model. Hewrogeneity effects are explicidy mken
inw account in the fixed effect model. Therefore,
researchers can use the reswiced F wst
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Fixed effects model is beter than the OLS pooled model.
Hewrogeneity effects are explicidy mken inw accountin the
fixed effect model. Therefore, researchers can use the
reswiced F wst

F = (0.84557-0.50661)/39 =19.93
(1-0.84557)/354

Here F-smtstc is greatwr than the F-eritcal value hence the
null hypothesis is rejecred. The value of F is significant
which shows that the fixed effects model is superior w© the
pooled regression model.

The wrm fixed effect shows inwrcept may differ across
companigs, butinwrceprdoes notvary over the ime, i.€. itis
nme invariant. So thatresearcher has alernatve method of
esumaton which handles the consmants for gach secton as
random parameters rather than fixed.

Table 10, Random Effect Model of Non-Shariah Portfolio

Dependent Variable: MPS

Method: Panel EGLS (Cross-section random &effects)

Sample: 2011 2015
Cross-sectons included: 40
Towl panel (balanced) observatons: 200

Variable Coefficient Std. Error  t-Statistic Prob.

C 193.6747 57.79682 3.350958 0.0010

DER -2.687509 1.198464  -2.242461 0.0261

EPS 1.215764 1.290125 0.942361 0.3472

PER 0.000695 0.003099 0.224405 0.8227

NPM 1.887092 3.101449 0.608455 0.5436

ROE -0.179276 2.563568  0.069932 0.9443

PBV 5.179505 0.873197 5.931658 0.0000

Effects Specificaton
S.D. Rho
Cross-secton random 279.0391 0.5713
Idiogyncratic random 241.7134 0.4287
Weighwed Smtstcs
R-squared 0.141073 Mean dependent var 95.57427
Adjuswed R-squared 0.11437 S.D. dependent var 295.3414
S.E. of regression 277.9396 Sum squared resid 14909330
Fsmtstc 5.283152 Durbin-Watson swat 0.898124
Prob(F-smtstc) 0.000046
Unweighwed Swustcs

R-squared 0.107455 Mean dependent var 264.5775
Sum squared resid 52002131 Durbin-Waton st 0.257498

Author’s esuimated

Table 10, The result shows that Debt w0 equity ratio (DER)
has negatve butsmtstcally significanton the impacton the
market price of share. Price © book value (PBV) has
significantpositve relanon with MPS. Restof all variables
(EPS, PER and NPM) are positve but not smustcal

Www.pbr.co.in

ingignificant. ROE has negative ingignificant impact on
MPS. Here researchers apply the Haugman wstwo diagnose,
which model (Fixed effect model and Random effects
model)is suimble  accept
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Table 11, Hausman Test of Non-Shariah Portfolio
Correlaed Random Effects —Haugman Test

Testcrogs—secton random effects

Test Summary

Chi-Sq. Smtstc

ChiSq. d.f. Prob.

Cross-secton random |

68.1859 6

0.0000

Author’s esimated

Here, P-value is smtstcally significanti.e. P-value is less
than 5% meaning thatresearcher rejectthe null hypothesis,
means fixed effectmodel is appropriate.

Conclusion

The present swudy concludes that the fundamenmal
dewrminant of share Price of Shariah and Non-Shariah
index in India. The sudy employs panel dam consistung of
annual ime series dat over the period 2011-2015 and also
crosssecton dam permining © 6 major fundamenmls
variables. The panel dam chniques includes Fixed Effects
model and Random Effects model has been deployed
invesuga®r the objectuve. The empirical resuls of Fixed
Effect model reveal that the Earning per share (EPS), P/E
rato, Net profit margin (NPM) and Price © book value
(PBV) have significant positive impact on market price of
share (MPS), and Remirn on equity (ROE) has negatve burt
smtgtcally significant effect on price of market share.
Surprisingly, Debt w0 equity rato (DER) has positve but
smtstcally insignificant on the impacton the market price
of share. These results are consisentwith findings of (Zahir
& Khanna, 1982), Malhowa (1987), (Sharma, 2011), that
ourcome of the Random Effect Model that shows that
Earning per share (EPS), Netprofitmargin (NPM) and Price
1 book value (PBV) have significant positve impact on
markert price of share (MPS), and Remrn on gquity (ROE)
has negative but smustcally significant effect on price of
market share. Surprisingly, Debt o equity rato (DER) and
P/E ratio have positve but smtustcally ingignificant on the
impact on the market price of share. These results are
congigwent with the findings of (Srinivasan, 2013), (Malik,
Qureshi, & Azeem, 2012). Haugsmant w®stjustfied the best
fited model in dererminaton of share price in Shariah and
Non Shraiah porfolios. In the case of Shariah porfolio, Null
is accepwd that means the Random Effect model is
appropeatwd. Meaning that, all the 40 companies have a
common mean valuge for the inercept Other side Non—
Shariah portfolio, Null i rejeced that means the Fixed
Effect model is appropeawrd. Fixed effect model or LSDV
model shows that hewrogeneity or individually among 40
companies by allowing having it own inwercept value. The
present smdy confirms that performance of fundamental
rato of the firm will be egsental and immense helpful w the
investors and analysts in accessing the bemer swcks. On
overall bagis some of the implications can be inferred from
this smudy. Price deerminaton models are used in this sudy,
which is relevant o the Indian capitl market Bagically
security analysis is perunentin India. Financial informaton
reporwed by the companies is of sufficientquality accountng
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and reportng standard. Mostof the regulatory actvites are
helpful for the inveswors. However getthe full advantage and
awareness of fundamenml analyses. By which the
governmentand regulatory authorites will ke ratonal and
informed financial decisions.
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