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2 Somayeh Mohammadi & all, Co-movement among industry indices of Tehran Stock Exchange, Wavelet Coherence
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1 Salem Hathroubi & Chaker Aloui, On the interaction between remittance outflows and the Saudi Arabian macro-economy:
new evidence from the wavelets, Economic Modelling, volume 59, 2016, page 39.
2 Lukas Vacha, Jozef Barunik, Co-movement of energy commaodities revisited: Evidence from wavelet coherence analysis,
Elsevier, 2012, page: 06.
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Abstract

portfolio theory has become one of the most important tools in financial studies. It has taken
various forms, and it requires careful identification of all its elements, types, and the strategies used
for its management. The aim of this study is to investigate how to build an optimal investment
portfolio by relying local and international diversification strategies, in light of the criticisms directed
at the theory of market efficiency and the challenges posed by financial globalization.

For this purpose, we examined local investment opportunities available on the Malaysia Stock
Exchange by testing the efficiency of the Islamic and conventional financial markets at a weak form,
and the integration among them from 2017 to 2018. In addition, we have tried to discover international
diversification opportunities, by studying the co-movement of the Arab stock markets among four
countries (Jordan, Saudi Arabia, Egypt and Morocco), using the wavelet coherence method to
illustrate the level of interdependence between these markets from 2014 to 2018. The study concluded
that indices in the Malaysia Stock Exchange are efficient at the weak form and that no investor can
achieve extraordinary gains by making use of historical data. The results also indicate that indices are
not co-integrated therefore showing that there are opportunities for investment diversification in the
long run. On the other hand, the results show that the EGX30 index has a strong interdependence with
both the Casablanca and Saudi indices in the long-term, and the Amman index has a strong
interdependence in the short-term with EGX30 the and Casablanca indices. The results also show that
the Saudi index has a low correlation with Casablanca and Amman indices.

Key words: Financial markets, financial market efficiency, portfolio theory, Islamic indices, Arab

stock markets.



