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Abstract: Economic growth is an indicator of the success of a
country's development. The higher the economic growth, the
higher the welfare of society. Issuance of State Sharia Securities
(SBSN) or State Sukuk as one of the APBN sources and is used to
finance economic development in order to increase Gross
Domestic Product (GDP). This research aims to determine the
causality and long-term relationship between Government Sukuk
(SBSN) and Economic Growth (GDP) in Indonesia and Malaysia.
The method used in this research is the Vector Autoregression
(VAR) model with quarterly data from 2009 to 2018. It is
concluded that the relationship between SBSN and Indonesia's
GDP is a unidirectional relationship where State Sukuk influences
Indonesia's GDP. There is no causal relationship, either
unidirectional or bidirectional, between Government Sukuk and
Malaysian GDP. There is a long-term relationship between
Government Sukuk and GDP in Indonesia and Malaysia. The
importance of developing sukuk encourages financial inclusion,
stimulates investment and economic growth.
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investments that will continue to increase
the capital stock. Increasing the capital
stock will increase productivity as well as

Introduction
In increasing economic growth, each
country invests in various things, not only

increasing the production of goods and
services from year to year, but also investing
in other things such as educational
development, technological development,
improvements in health, improvements in
available infrastructure and improvements.
in community income and prosperity.
Therefore, economic development includes
various aspects of changes in economic
activity.

Economic growth is an indicator of the
success of a country's development. The
higher the economic growth, the higher the
social welfare (Sukirno, 2000: 13).
Therefore, economic growth requires
investment in economic development.
Capital investment activities produce

production capacity and quality, which in
turn can encourage economic growth and
increase labor absorption and improve the
welfare of society.

Theoretically, the level of economic
growth is positively correlated with
investment as stated by the classical
economist Adam Smith, namely the process
of capital accumulation (Jhingan, 2007: 82).
Smith considers the cultivation of capital to
be an absolute condition for economic
development, thus the problem of economic
development broadly is human ability to
save and invest more capital. Thus the level
of investment will be determined by the
level of savings and fully invested savings.
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The opinion of other economists
regarding economic growth, such as John
Stuart Mill, considers economic development
as a function of land, labor and capital
(Jhingan, 2007: 105). Josep Alois
Schumpeter  believes that economic
development is primarily created by the
initiative of innovative entrepreneurs or
entrepreneurs (Sukirno, 2007: 251). Keynes
suggested that the government increase
spending because it viewed the government
as an independent agent capable of
stimulating the economy through public
works. During a recession, an increase in
government spending (G) will encourage
consumption (C) and investment (I), and
therefore increase national income (Y)
(Jhingan, 2003: 133-134).

The economic growth of each country
can usually be seen from its national
income, which means the value of goods
and services produced in a country in a
particular year and conceptually this value is
called gross domestic product (GDP). This
value can be calculated according to current
prices (i.e. prices in effect in the year in
which GDP is calculated) and according to
fixed prices, i.e. prices in effect in the base
year.

By calculating according to fixed
prices, real national income calculated from
year to year describes the actual
development of production of goods and
services in the economy. Thus, the level of
economic growth describes the development
of economic activities that occur in a
particular year. It describes the extent to
which goods and services have increased in
a particular year when compared with the
previous year.

Indonesia and Malaysia, as countries
with predominantly Muslim populations, are
trying to develop sharia-based investments
in an effort to increase their economic
growth. As a Muslim and a country with a
Muslim majority population, of course the
government must facilitate the needs of its
people in making transactions and investing
in accordance with Islamic law in order to
avoid usury, gharar, maysir and other things
that are prohibited in Islam.

One of the investment instruments
issued by the Indonesian and Malaysian
governments to support their economic
growth is state sharia securities or state

sukuk. State Sharia Securities, hereinafter
abbreviated as SBSN, or can be called State
Sukuk, are SBN issued based on sharia
principles, as proof of participation in SBSN
assets, both in rupiah and foreign currency
(PBI No.17/19/PBI/ 2015). The issued state
sukuk becomes one of the sources of the
APBN to be used later in the development of
a country with the hope of increasing
economic growth and improving the welfare
of its people.

In the issuance of State Sukuk (SBSN),
there are several important elements,
including 1) The parties involved in the
issuance, including; government, third
parties who facilitate the issuance (Special
Purpose  Vehicle), Sharia  Compliance
Endorsement (SCE) to guarantee that SBSN
complies with sharia principles, SBSN
holders which are investors and Bank
Indonesia as paying agent responsible for
receiving and paying funds from the SBSN
issuance. 2) Object of publication, which
includes; State Property (BMN)/project and
SBSN transaction funds. Lastly, 3)
Agreements based on contracts which
function as the basis for transactions
(underlying transactions) (Amin, 2016).

One of the most important elements in
the issuance of State Sukuk (SBSN) is the
object of issuance, whether in the form of
state property (BMN)/projects or SBSN
transaction funds. This is what makes SBSN
interesting because it contains objects to be
transacted (underlying assets). Sukuk issued
by the state are wusually used for
infrastructure development such as bridges,
freeways (toll roads), Hajj dormitories,
railway lines, and many others for the
benefit of society in general.

The development of state sukuk in
Indonesia after the issuance of Law no. 19
of 2008 concerning Government Sharia
Securities in early 2009, the government
issued retail Government Sukuk (SBSN)
series SR-001 and global sukuk SNI 14. For
the issuance of global Government Sukuk
(SBSN) amounting to 650 million US dollars,
it was over subscribed up to 7 times fold or
4.7 billion US dollars. Meanwhile, corporate
sukuk issuance in 2009 amounted to IDR
2.070 trillion. An increase of 34.94 percent
compared to 2008 of IDR 1.534 trillion.
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Source: Financial Services Authority 2019
Figure 1.1: Development of Indonesian
Sovereign Sukuk

As of the end of December 2016, the
number of Government Sukuk (SBSN) in
circulation was 53 or 32.70% of the 159
total outstanding government securities. If
viewed from the nominal value side, the
outstanding value of Government Sukuk
(SBSN) reached IDR 411.37 trillion with a
proportion reaching 14.82% of the total
outstanding value of government securities
of IDR 2,775.93 trillion. From year to year,
the development of state sukuk shows
positive movements. With this increase in
state sukuk issuance, Indonesia is included
in the top five sukuk issuing countries in the
global market (OJK, 2019).

In Malaysia, the development of sukuk
has been very rapid in financing Malaysia's
economic development, starting with the
issuance of RM 125 million by Shell MDS
Sdn. Bhd. In 1990, the Malaysian sukuk
market continued to grow in terms of
volume and experience. Malaysia is a
leading country in the development of sharia
finance. Malaysia has become the largest
sukuk market considering the fact that
almost 70% or $62 billion of the total global
sukuk issuance until the end of 2007 was
issued in Malaysia. Meanwhile, the total
issuance of corporate sukuk until 2007 had
reached RM 30 billion (Financial Stability and
Payment Systems Report, 2007).

Development of Malaysian State Sukuk
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Source: IIFM Sukuk Report 2018
Figure 1.2: Development of Malaysian
Sovereign Sukuk

The Sukuk market in Malaysia
continues to grow supported by Malaysia's
conducive issuance environment, facilitative

policies for investment activities and
comprehensive Islamic financial
infrastructure. Malaysia maintained its

leadership by country with a market share of
28.8% in the first half of 2017. Malaysia
recorded RM138.7 billion (+20.6% yoy) of
sukuk issuance at the end of October 2017.
This growth was led by increased issuance
by quasi-government (+ 32.2% or RM 38.2
billion), government (+ 17.7% or RM 46.5
billion) and corporate sector (+ 17.7% or
RM 54.0 billion). Malaysia not only leads the
sukuk market in terms of its volume, but
also in terms of innovative and competitive
variations in sukuk structures in order to
attract a wider range of investors (IIFM
Sukuk Report, 2018).

The availability of financing sources is
very important in a country's economic
development. Sharia financing sources are
increasingly developing over time, in fact the
development is not only in areas dominated
by  Muslim-populated  countries, the
development of sharia financing sources
now covers a world scale. This is because
the development of sharia finance has
become a driver of economic development
that connects the financial sector and the
real sector. Sukuk, which in transactions
require an underlying asset that is required
to have economic value, allows sukuk to
stimulate growth in the financial sector and
the real sector which will increase
Indonesia's Gross Domestic Product (GDP).

Houcem and Salem (2017) explain that
the development of the sukuk market has
encouraged financial inclusion, which
stimulates investment and economic growth.
Bidisha, Rudra and Mete (2011) in their
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research explained that there is a significant
influence between financial development
and economic growth in Indonesia,
Singapore, the Philippines, China and India,
while Thailand has a two-way influence
between financial development and
economic growth. Kassim (2016) explains
that Islamic finance is starting to make an
important contribution to the real economy
by carrying out the role of financial
intermediation to collect and channel funds
for investment activities.

Investment in State Sharia Securities
(SBSN) or commonly known as State Sukuk
is the government's effort in several ways,
including 1) Expanding the base of state
budget financing sources; 2) Encourage the
development of sharia financial markets; 3)
Creating benchmarks in the Islamic financial
market; 4) Diversification of investor base;
5) Developing alternative investment
instruments; 6) Optimizing the use of State
Property; and 7) Utilizing public funds that
have not been captured by the conventional
banking system.

This research tries to prove empirically
that State Sukuk (SBSN) has a two-way
relationship  with  Economic  Growth,
especially in the world's largest Muslim
countries so that in the long term the
government can use State Sukuk (SBSN) as
an alternative source of state financing that
avoids continuous usury. continuously so
that it can replace the Government
Securities (SBN) that have been used so far,
and as an investment option for both Muslim
and non-Muslim communities.

Literature Review

To find out the extent of this research,
the researcher collected several previous
studies related to this research. This
research tries to look at the causality and
long-term relationship between State Sharia
Securities or Government Sukuk and
Economic Growth in Indonesia and Malaysia
using the Vector Autoregression (VAR)
analysis tool.

Previous research conducted by Smaoui
and Nechi (2017), investigated the impact of
sukuk market development on economic
growth using a sample consisting of all
sukuk issuing countries in the 1995-2015
period. This research suggests that the
development of the sukuk market is

conducive to economic growth, even after
controlling for various measures of financial
market development, institutional quality,
and classical determinants of economic
growth. This research concludes that the
development of the sukuk market has

encouraged financial inclusion,  which
stimulates investment and economic growth.
Bidisha, Rudra and Mete (2011)

investigated the causal relationship between
financial development and economic growth
for Thailand, Indonesia, Malaysia, the
Philippines, China, India and Singapore in
the period 1979-2009. This research shows
that in the cases of Indonesia, Singapore,
the Philippines, China and India financial
development influences economic growth,
while in the case of Thailand there is a two-
way causal relationship between variables.
The results further show that in the case of
Malaysia financial development does not
affect economic growth.

Rihab and Gazdar (2014) tried to
compare the effects of Islamic financial
developments and conventional financial
developments on economic growth for five
GCC countries (Bahrain, Kuwait, Qatar,
Saudi Arabia and the UAE). Using
generalized least squares, OLS, and panel
data framework for the period 1996-2011.
This research shows that Islamic finance
leads to growth in five GCC countries, but no
significant relationship is observed between
the development of conventional finance
and economic growth. The findings of this
research suggest the need to accelerate
financial reforms for Islamic finance and to
increase the efficiency of the Islamic
financial system as well as to stimulate
savings/investment and, in the long term,
influence economic growth.

Zirek, Duygu, Fusun and Hassan (2016)
investigated the impact of Islamic banking
variables on economic growth in 14 member
countries of the Organization of Islamic
Countries during the period 1999-2011. This
research looks at short-term and long-term
relationships using the VAR panel method.
The results of this research show a positive
and significant relationship between Islamic
finance and economic growth. This
relationship is related to  several
macroeconomic variables such as capital
stock, unemployment, inflation, and
government spending. This research shows
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that increasing the share of Islamic deposits,
assets and loans in total banking
instruments results in increased economic
growth. In the long term, economic growth
responds positively to shocks to Islamic
instruments, namely deposits, investment
and sharia measures.

Nader and Shawkat (2016) investigated
the dynamics of co-movement and the
causal relationship of returns on GCC sukuk
(Islamic  bonds) with global financial
difficulties and various uncertainty factors
(including financial markets, commodities
and economic policy uncertainty indices),
this study uses quantile regression analysis.
The empirical results show that these global
financial, economic and oil policy
uncertainties have a negative impact and
causality effect on GCC sukuk returns, which
are limited to lower quantiles. Global
financial distress has a negative impact and
causality effect on GCC sukuk but only for
the top quantile (when sukuk returns are
high). Interestingly, GCC sukuk returns are
not affected by conventional bond market
and gold market uncertainty. For
comparison purposes, this study examines
the impact of global financial stress and
uncertainty factors on the global sukuk
index, which is much broader than the GCC
index, and finds that this index is mainly
affected by global conventional bond market
uncertainty. The results of this study
indicate that GCC sukuk are more sensitive
to global uncertainty factors, especially in
the tail distribution, which offers investors
different investment alternatives and
portfolio diversification opportunities.

Widodo (2018) tries to see the influence
of the sharia capital market on Indonesia's
economic growth. The methods used are
Vector Autoregressive (VAR) and Vector
Error Correction Model (VECM). The results
of this research are that sharia shares have
a significant positive effect on GDP in the
long term, but have no effect in the short
term with a contribution to GDP of 30%.
Sukuk have a significant positive effect on
GDP in the short term, but have no effect in
the long term with a contribution of 14% to
GDP. Sharia mutual funds have no effect on
GDP, both short and long term.

This research is a development research
from previous research, especially those
related to State Sukuk and Economic

Growth. Previous studies have looked more
at the unidirectional influence of each
macroeconomic variable, such as the
influence of macroeconomic variables on
demand for Sovereign Sukuk. Meanwhile,
this research is about the two-way influence
between the State Sukuk variable and
Economic Growth in Indonesia and Malaysia.
The reason for this research stems from the
researcher's self-awareness of the
development of Sharia Economics in general,
especially in Indonesia and the researcher's
interest in the characteristics of sukuk issued
by each country.

Method

Judging from the nature of the data, the
type of research used in this research is a
quantitative research method. Quantitative
research is a research approach that
requires a lot of use of numbers, starting
from data collection, interpretation of that
data, and the appearance of the results
(Arikunto, 2006: 11). The data that has
been collected is then processed through a
process in such a way as to produce
information that is useful for decision
making. This research explains the causal
relationship between State Sukuk (SBSN)
and Economic Growth in Indonesia and
Malaysia. The analytical tool used in this
research is the Vector Autoregression (VAR)
model with the help of Eviews 7 software.
The population in this research is the State
Sukuk (SBSN) issued by Indonesia and
Malaysia and the Economic Growth of the
two countries.

The sample is a portion of the
population. The sample consists of a number
of members selected from the population. In
other words, some, but not all elements of
the population form the sample (Sekaran,
2017: 54). The sample for this research is
the outstanding State Sukuk (SBSN) of
Indonesia and Malaysia, as well as the
economic growth of Indonesia and Malaysia
for the quarterly period from 2009 to 2018.

The analysis uses quantitative methods
to see the interdependence between existing
variables using Vector Autoregression (VAR),
according to the opinion of Widarjono
(2007: 372) who says "VAR is a model that
is able to analyze the interdependence
relationship of time series variables. The
VAR model assumes that all economic
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variables are
other."

This model is often used as a forecasting
system related to time series data and to
analyze the dynamic impact of random
disturbances on system variables. The VAR
approach is carried out by forming a model
structure by treating each endogenous
variable in the system as a function of all the
lagged values of the endogenous variables
in the system (Sugiyanto, 2007: 7.15).

Results and Discussion
1. Descriptive analysis

Descriptive analysis is used to see the
development of a variable used in the
research studied by the author. This
research uses Vector Autoregression (VAR)
research, where each variable is assumed to
be an independent variable. The variables
used in the research that the author wants
to examine are State Sukuk (SBSN) and
Economic Growth in Indonesia and Malaysia.
Before conducting further research using
Vector Autoregression (VAR), the data will
first be presented using descriptive statistics.
Descriptive statistics is a part of statistics
that studies how to collect data and present
it in a form that is easier and quicker to
understand (Subagyo & Djarwanto, 2005).
Descriptive statistics can be presented in the
form of average values (mean), standard
deviation, maximum and minimum values
(Ghozali, 2011). The following are the data
characteristics of the two variables:

interdependent with each

Table 4.1: Descriptive Statistics Results for
SBSN and GDP Variables Indonesia.

SBSN GDP
Variabel (Milyaran (Milyaran
Rupiah) Rupiah)
Mean 228126,6 2073984,
Median 168786,5 2081092,
Maximum 650798,5 2684194,
Minimum 8404,000 1317409,
Std. Dev. 201116,5 359414,5
Skewness 0,729559 -0,266860
Kurtosis 2,223128 2,308052
Observations 40 40

From table 4.1 we can see that the
average Government Sukuk (SBSN) in
Indonesia for the period 2009 to 2018 was
228,126.6. Then for the maximum value of
650,798.5 the minimum value is 8,404.0 and
with a standard deviation of 201,116.5.

As for the GDP variable, the average value
from 2009 to 2018 was 2,073,984. The
maximum value is 2,684,194. Meanwhile,
the minimum value is 1,317,409 with a
standard deviation of 359,414.5.

Table 4.2: Descriptive Statistics Results for
SBSN and GDP Variables Malaysia.

Variabel SBSN GDP
(RM Million) (RM Million)
Mean 9362.352 241560.2
Median 8846.050 246147.0
Maximum 21122.90 322600.0
Minimum 1056.000 128259.0
Std. Dev. 6435.317 50045.17
Skewness 0.272263 -0.767910
Kurtosis 1.678984 3.238553

Observations 40 40

Source: Eviews 7 Sports Results, 2019

The output of the processed data
shows that the average value of the State
Sukuk (SBSN) variable in Malaysia in the
period 2009 to 2018 was 9,362,352. Then
the highest value is 21,122.90. the lowest
value was 1,056.0 with a standard deviation
of 6,435.317.

For data on the GDP variable from
2009 to 2018, it shows that the average
value is 241,560.2. The highest value for the
GDP variable is 322600.0. The lowest value
is 128,259.0 with a standard deviation value
of 50,045.17.

2. Data Stationarity Test

Stationary is a condition of time series
data where the average, variance and
covariance of these variables are completely
unaffected by time (Juanda & Junaidi,
2012). The stationarity and unit root testing
methods that will be used here are three
types of methods, including Augmented
Dickey Fuller (ADF), Dickey-Fuller (DF), and
Philips-Perron (PP). The procedure for
finding out whether data is stationary or not
is by comparing the t-statistic value with the
critical value. If the t-statistic statistical
value is greater than the critical value then
the data is stationary, but if the t-statistic
value is smaller than the critical value then
the data is not stationary.

Table 4.3: Results of the Stationarity Test
of Indonesian Government Sukuk (SBSN)
Data

Uji Prob ADF Test critical values
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Augmented test PP Pada ) ) ) -
Dickey Fuller statisti 170 % - 10% Level 0.25 207 -361 233 5 69
Level Level Level
C PP Pada }
ADF Pada - 1st 000 -6.75 -3.61 -2.94
Level 0.99 -0.14 422 353 5.0 el 2.60

ADF Pada .

1st 000 722 422 353 450 In table 4.4 above for the Indonesian

Difference : GDP variable it turns out that it is not
Ui Dicke DFtest  Test critical values  stationary at level level in several types of
JFu”er Y Prob statisti ~ 1% 5% 10% stationary tests that were carried out and

¢ Level Level Level the test was carried out again at the 1st
DF Pada - 139 377 -319 ... difference level. It can be concluded that the
Level 2.89 . . . .

DF Pada 1st - Indonesian GDP variable is stationary at the
Difference - 996 377 319 .44 1st difference by looking at the statistical
Uil Phil PPtest  Test critical values probability value which is smaller than 0.05

Phoron Prob statisi T 1% 5% 10% or comparing the t-statistic value which is
¢ Level Level Level greater than the critical value.
PPPada g9 021 421 352 .. Table 4.5: Stationarity Test Results for
Level 3.19 .
n Malaysian Government Sukuk Data (SBSN).

PPPadalst 449 1181 -421 -3.53 7 it

Difference ' ' ' . 3.19 A Uji . ;\Dl; Test critical values
UOMEN® prob S 1% 5% 10%
d Dickey statisti
From table 4.3, the results of the Fuller c Level Level Level
stationarity test of Indonesian Government  ADF pada

Sukuk (SBSN) data, it can be seen that the Level 038 -238 425 -354 -32

Indonesian SBSN variable is not stationary  ADF Pada

at level level in several types of tests that st 001 -421 -424 -3.54 -3.20

researchers carried out with the statistical _Pifference _

probability value having to be <0.05 and  Uji Dickey DF test __ Test critical values
ith the t-statisti | havi to b Fuller Prob  statisti 1% 5% 10%

Wi e t-statistic va ue' aving to be more c Level Level Level

greater than MacKinnon's critical value. The ~ pppada

SBSN variable requires a unit root test again Level - 27 377 319 289

at the 1st difference level and it can be seen DF Pada

that the statistical probability value is st - -3.37 377 -319 -2.89

smaller than 0.05. It can be concluded that —Difference et Tect oAl values

the government sukuk (SBSN) data is  UiPhiip o 0 o v o0 5o 10%

stationary at the 1st difference level. Pheron c Level Level Level

Table 4.4: Results of the Stationarity Test PP Pada

of Indonesian Economic Growth Data (GDP). Level 059 -1.98 -421 -352 -3.19

Uji ADF Test critical values PP Pada

Augmente test 1st 0.06 -341 -421 -3.53 -3.19

d Dickey Prob i atisti ng(()al Lz\)f()el ng\jg Difference
Fuller C PP Pada

ADF Pada i . - 2nd 000 -7.81 -422 -3.53 -3.20
Level 096 015 363 -294 o

ADF Pada - The Malaysian Government Sukuk

1st 0.00 -396 -3.63 -294 . . i :

Difference : (SBSN) va.rlable shows thqt it is stationary at

DF Test critical values the 1st difference level in the Augmented

U]IF Blllfakrey Prob Stt;etsigti 1% 5%  10% D|ckgy Fuller aljf:I Dickey Fuller t.est. types,

. Level Level Level but.ln the Philip Pher'on test it is only

OF Pada - stationary at the 2nd difference. It can be
Level - 209 -263 -19 . concluded that the data is stationary at the

DF Pada ] 1st difference by looking at the probability
st - 276 -263 -1.95 ., value which is smaller than 0.05 and can

Difference ——— also be seen by looking at the t-statistic
Uji Philip PPtest _ Testcritical values _ ya|ye which is greater than the critical value.

Pheron ~ Frob  statisti 1% - 5% - 10% - popie 46: Stationarity Test Results for
C Level Level Level iy

Malaysian Economic Growth Data (GDP).
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The information criteria for
determining the appropriate lag length is to
use the Final Prediction Error (FPE) model
selection criteria, Akaike Information Criteria
(AIC), Schwarz Information Criteria (SIC),
and Hannan-Quinn Information Criterion
(HQ). Selection of lag using these criteria
will be seen from the presence of stars (*)
in the model criteria and at what lag.

Table 4.7: Optimal Lag Test Results on
SBSN and Indonesian GDP variables

lag  FPE AIC e HQ
0 3.57 53.00 53.08 53.03
1 4.78 46.38 46.64 46.47
2 4.62 46.34 46.78 46.50
3 2.70%  45.80% 46.41*  46.01*

Uji ADF Test critical values
Augmented  Pro test 10%
Dickey b statisti Ll%l L5%| Leve
Fuller [¢ eve eve |
ADF Pada -
Level 086 -0.55 -3.63 -2.94 261
ADF Pada _
1st 0.00 -430 -3.63 -2.94
. 2.61
Difference
Test critical values
I DF test
UJIFBIII% krey Ptr)o statisti 1% 5% ios/ 0
¢ Level Level el €
DF Pada -
Level - 1.49 -2.63 -1.95 161
DF Pada 1st -
Difference ) 451 -263 (195 o
Test critical values
R PP test
Uji Philip Pro o 10%
Pheron b statist 1% 5% Leve
C Level Level |
PP Pada -
Level 0.18 -2.27 -3.61 -2.93 260
PP Pada 1st -
Difference 0.00 -6.72 -3.61 -2.94 260

The Malaysian GDP variable when
testing the unit root test was also not
stationary at the level level and the test was
carried out again at the 1st difference level.
Results were obtained which showed that
the data was stationary at the 1st difference
level, by looking at the probability value
which was smaller than 0.05 and could also
by looking at the t-statistic value which is
greater than the critical value.

To estimate VAR/VECM, stationary
data is needed at the same level between
variables, both data for Indonesia and
Malaysia. Looking at the results of the
stationary test above, this research uses
data at the stationary level of the 1st
difference. Determining what model to use
on this data will then be subjected to a
cointegration test to see the long-term
relationship between variables so that
conclusions can be drawn on the model
used.

3. Optimal Lag Test

Determining the optimal lag is very
important in the Vector Autoregression
(VAR) model, this is because a variable is
also influenced by the variable itself, apart
from being influenced by other variables.
The first step in this test is to form the VAR
equation to get the optimum lag.

Source: Eviews 7 Sports Results, 2019

Table 4.8: Optimal Lag Test Results on
SBSN and Malaysian GDP variables.

lag  FPE AIC e HQ
0 6.02 44.31 44.39 44.34
1 1.66 40.72 40.98 40.81
2 1.30%*  40.47*  40.90*  40.62*
3 1.37 40.51 41.12 40.73

Source: Eviews 7 Sports Results, 2019

The Vector Auto Regression (VAR)
model will be estimated with different lag
levels and then the smallest value or the
most asterisks will be used as the optimal
lag value. From the table above we can see
that the lowest values of FPE, AIC, SC, and
HQ produced show lag 3 for Indonesian data
and lag 2 for Malaysian data as shown by
the asterisk (*). From the test results it can
be concluded that the optimal lags in this
study are lag 3 and lag 2.

4. VAR Stability Test

The estimated system of Vector
Autoregression (VAR) equations that has
been formed needs to be tested for stability
through a VAR condition stability check in
the form of a roots of characteristic
polynomial for all variables used multiplied
by the number of lags of each VAR. Based
on the test results, a VAR system is said to
be stable if all the roots have a modulus
smaller than one.

Table 4.9: VAR Stability Test

Indonesia

Modulus
0.936851

Root
0.936851
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-0.033825 - 0.882402i 0.883050
-0.033825 + 0.882402i 0.883050
0.859567 0.859567
-0.135872 - 0.430596i 0.451524
-0.135872 + 0.430596:i 0.451524

No root lies outside the unit circle.
VAR satisfies the stability condition.

Malaysia
Root Modulus
0.921518 0.921518
0.711302 - 0.353098i 0.794121
0.711302 + 0.353098i 0.794121
-0.104822 0.104822

No root lies outside the unit circle.
VAR satisfies the stability condition.

The results of VAR stability testing in
Indonesia and Malaysia show that the VAR
system built is stable. As we can see in the
table above, the modulus value is below
one.

5. Johansen Cointegration Test

Based on the lag length above, we
carried out a cointegration test to find out
whether there will be balance in the long
term, that is, there will be similar
movements and stability of the relationship
between the variables in this study or not.
In this research, the cointegration test was
carried out using the Johansen's
Cointegration Test method. The
cointegration testing criteria in this study are
based on trace statistics. If the trace statistic
value is greater than the critical value of 5
percent then the alternative hypothesis
stating the amount of cointegration is
accepted so that it can be known how many
equations are cointegrated in the system.
Table 4.10: Cointegration Test Results

Indonesia
. 0.05
Hypothesiz . Trace o %
ed No. of 5332 Statist CZT'C Pr?kb.
CE(s) ic Value
15.4
None * 0.68 49.57 9 0.00
At most 1
* 0.18 7.56 3.84 0.00
Malaysia
. 0.05
Hypothesiz . Trace e %
ed No. of Elgﬁgval Statist Cr;Fc Pr?kb.
CE(s) Ic Value
154
None * 0.30 18.50 9 0.01
At most 1
* 0.13 5.16 3.84 0.02

Based on the trace statistic and max-
eigen statistic values which are greater than
the critical value of 5 percent. From the
table above we can see that between the

State Sukuk (SBSN) variable and the GDP
variable in Indonesia and Malaysia there is a
cointegration relationship or in other words
there is a long-term relationship.
6. Granger Causality Test

The Granger Causality Test is carried
out to see whether two variables have a
relationship with each other. In other words,
whether a variable has a two-way or only
one-way relationship with other variables is
significant, because each variable in the
research has the opportunity to be an
endogenous or exogenous variable. The
bivariate causality test in this study used the
VAR Granger Causality Test and used a
significance level of five percent or <0.05.
Table 4.11: Granger Causality Test Results

Indonesia
Null F-

Hypothesis Statistic Prob.  Keterangan
GDP does not
Granger 2.79678 0.0571  H, ditolak
Cause SBSN
SBSN does
not Granger 4.16401 0.0140 H, diterima
Cause GDP

Malaysia

GDP does not

Granger 0.33439 0.7182  H, ditolak
Cause SBSN

SBSN does

not Granger 0.08873 0.9153 H, ditolak
Cause GDP

The results of the Indonesian Granger
Causality Test show that the GDP variable
does not statistically influence the State
Sukuk (SBSN) variable with a probability of
0.0571 so we reject the alternative
hypothesis. The SBSN variable statistically
significantly influences the GDP variable with
a probability of 0.0140 so we accept the
alternative hypothesis. Thus, it is concluded
that there is only one-way causality between
the SBSN variable and the GDP variable in
Indonesia.

The results of the Malaysian Granger
Causality Test show that the GDP variable
does not statistically influence the State
Sukuk (SBSN) variable and vice versa the
SBSN variable does not statistically influence
the GDP variable as evidenced by the
respective probability values being greater
than 0.05, namely 0.7182 and 0 ,9153. Both
results accept the null hypothesis so it is
concluded that there is no causality
whatsoever for the two variables SBSN and
GDP.
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7. VECM Model Estimation

From the results of the cointegration
test, it turns out that there is cointegration
between the State Sukuk (SBSN) variable
and Economic Growth in Indonesia and
Malaysia. So this research was continued by
using the Vector Error Correction Model
(VECM) to determine the short-term
behavior of a variable relative to long-term
behavior.
Table 4.12: T-table results

T-tabel
1% 2.42857
5% 1,68595
10% 1,30423

Table 4.13: VECM Estimation Results for
Indonesian SBSN Variables in the Short

Term

Variabel Koefisien t-Statistik
CointEq1 0.019818 0.75913
D(GDP(-1)) -0.031954 -0.64836
D(GDP(-2)) -0.108864 -2.61695%
D(GDP(-3)) 0.026330 0.49109
D(SBSN(-1)) 0.225059 1.28675
D(SBSN(-2)) -0.046885 -0.25636
D(SBSN(-3)) 0.325118 1.75264*
C 13577.54 2.34479*

In table 4.13 above, we can explain
statistically that the State Sukuk (SBSN)
variable is influenced by the GDP (-2), SBSN
(-3), and Constanta variables. Judging from
the t-statistic value which is greater than the
t-table value, the proposed model with the
significance variable is:

D(SBSN) =  2.61695*GDP(-2) -
1.75264*SBSN(-3) + 2.34479%C

Table 4.14: VECM Estimation Results for
Indonesian GDP Variables in the Short Term

will be proposed with the significance
variable is:

D(GDP) =  -6.67069*CointEql -
2.70904*GDP(-1) — 6.45745%GDP(-2) -
3.83882*GDP(-3) + 4.92854*C

Table 4.15: Long-Term VECM Estimation
Results for Indonesia's GDP Variable

SBSN
Koefisien -1.210472
t-Statistik -10.2807*
C -1831815.

In the table above we can see that the
State Sukuk (SBSN) variable influences GDP
in the long term with a t-statistic value of -
10.2807 which is greater than the t-table
value in this study. This means that if there
is an increase in SBSN, it will cause a
decrease in Indonesia's GDP by 10.2807.
Table 4.16: VECM Estimation Results for
Malaysian SBSN Variables in the Short Term

Variabel Koefisien t-Statistik
CointEql -0.002253  -3.07123*
D(GDP(-1)) -0.016566 -0.49753
D(GDP(-2)) -0.010960 -0.32910
D(SBSN(-1)) 0.495705 3.11208*
D(SBSN(-2)) 0.251004 1.42609*
C 44.38501 0.09308

From table 4.16 above, we can see
that there are several variables that
influence the State Sukuk (SBSN) variable,
namely the variables CointEql, SBSN(-1),
and SBSN(-2), known from the t-statistics of
each of these variables which is greater than
t-Table in this study. The model that will be
proposed with the significance variable is:

D(SBSN) =  -3.07123*CointEql  +
3.11208*SBSN(-1) + 1.42609*SBSN(-2)

Table 4.17: VECM Estimation Results for the

Variabel Koefisien t-Statistik

CointEql -0.400616 -6.67069* Malaysian GDP Variable in the Short Term
D(GDP(-1)) -0.307140 -2.70904* Variabel Koefisien t-Statistik
D(GDP(-2)) -0.617956 -6.45745* CointEql -0.005466 -1.43101*
D(GDP(-3)) -0.473469 -3.83882* D(GDP(-1)) -0.148378 -0.85592
D(SBSN(-1)) 0.655528 1.62922 D(GDP(-2)) -0.256104 -1.47708*
D(SBSN(-2)) -0.115826 -0.27531 D(SBSN(-1)) -0.174740 -0.21071
D(SBSN(-3)) 0.329434 0.77199 D(SBSN(-2)) 0.393697 0.42963

C 65651.19 4.92854* C 7050.671 2.84005*

Based on table 4.14, we can see that
the GDP variable is statistically influenced by
the variables CointEql, GDP (-1), GDP (-2),
GDP (-3), and Constanta because the t-
statistic value of the variable is above the t-
table in the research This. The model that

Based on table 4.17 above, we can
conclude that the Malaysian GDP variable is
statistically influenced by the variables
CointEql, GDP(-2), and Constanta, by
looking at the t-statistics of each of these
variables which is greater than the t-table in
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this study . The model that will be proposed
with significant variables is:

D(GDP) = -1.43101* CointEql -
1.47708*GDP(-2) + 2.84005*C

Table 4.18: Long-Term VECM Estimation
Results for the Malaysian GDP Variable

SBSN
Koefisien 97.26422
t-Statistik 3.52612%
C -1203447

In table 4.18 above, we can see that
the State Sukuk (SBSN) variable influences
the GDP variable in the long term with the t-
statistic value for the SBSN variable being
3.52612 which is greater than the t-table
value in this study. This means that if there
is an increase in SBSN, it will also cause an
increase in Malaysia's GDP of 3.52612.

8. Impulse Response Function (IRF)

Carrying out the analysis by looking at
the IRF output of the proposed VAR model
will make it easier for us to interpret and
reason about the VAR model. We need this
IRF to find out how a variable responds to
shocks from itself or from other variables.
IRF describes the rate of shock of a variable
on other variables so that through this IRF,
we can know the duration of the influence of
a shock on one variable on other variables.

The vertical axis in IRF analysis shows
the standard deviation value which is used
to measure how big a response a variable
will give when a shock occurs to another
variable. Meanwhile, the horizontal axis
shows the future period of the response
given to the shock. If the response is above
the horizontal axis with a standard deviation
value of 0.0 then the shock has a positive
influence. And conversely, if it is below the
horizontal axis, the effect is negative. The
closer the line of observation is to the
horizontal axis, the smaller the response
that occurs due to shock and vice versa.

Response to Cholesky One S.D. Innovations

Response of SBSN to SBSN
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Response of SBSN to GDP
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Figure 4.1: Impulse Response Function
Indonesia

The Response of SBSN to SBSN
Indonesia graph is the response given by
the Government Sukuk (SBSN) to the
variable shock itself. We can observe that
the response of the SBSN variable to the
variable shock itself at the beginning of the
period has a positive impact between
standard deviation values of 10,000 to
15,000, increasing until the second period
and decreasing and increasing again until
the end of the tenth period. The response of
the SBSN variable to the variable shock itself
is a positive response.

The Response of SBSN to GDP graph
shows the response of the State Sukuk
(SBSN) variable to the shock caused by the
GDP variable in Indonesia. At the beginning
of the movement, the negative impact of the
SBSN response was slightly below the
horizontal axis, until the highest negative
impact was in the third period, and until the
end of the SBSN variable response period
there were positive, negative and finally
positive again until the tenth period. The
closer the line of observation is to the
horizontal axis, the smaller the response
that occurs due to shock.

The Response of GDP to SBSN graph
shows the response of the GDP variable to
the shock that occurred in the State Sukuk
(SBSN) variable in Indonesia. The response
of the GDP variable at the beginning of the
positive period increased until the second
period, decreased and leveled off until the
fourth period, there was an increase again
until the fifth and sixth periods, until the end
of the tenth period the GDP response
continued to increase which previously
decreased in the eighth period.

The Response of GDP to GDP graph in
Indonesia depicts the response of GDP to
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the variable shock itself. The movement of
the GDP variable towards the shock given by
the variable itself had a high positive impact
in the first period with a standard deviation
value of almost 30,000, after that it
decreased drastically and had a negative
impact until the third period, increased
sharply again from the fourth to the fifth
period, there was another negative decline,
and had a positive impact again until the
end of the last Eeriod.

sponse to Cholesky One S.D. Innovations

Response of SBSN to SBSN Response of SBSN to GDP
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Figure 4.2: Impulse Response Function
Malaysia

The Response of SBSN to SBSN
Malaysia graph explains the response of
State Sukuk (SBSN) to the shock caused by
the variable itself. After we observe that in
the first period the SBSN response was
positive, increased until the third period and
then decreased until the seventh period and
responded negatively until the last period,
namely the tenth.

The Response of SBSN to GDP graph
shows the response of the State Sukuk
(SBSN) variable to the shock that occurred
in the Malaysian GDP variable. The shock
given by the GDP variable does not have a
big impact on the SBSN variable looking at
the line pattern on the horizontal axis or
trend line, until the ninth period the SBSN
variable then responds negatively to the
shock given by the GDP variable, and in the
last period the response is still negative even
though the value is small.

The Response of GDP to SBSN graph
illustrates the impact of the shock given by
the State Sukuk (SBSN) variable on the GDP
variable. In the first period, the response
from GDP due to the shock that occurred in
the SBSN variable had a negative impact
and the impact became increasingly
negative until the end of the period.

sssssssssss

As for the Response of GD to GDP
Malaysia graph, it is the response of the
GDP variable to the shock of the variable
itself. The movement pattern of the GDP
variable initially had a positive and high
impact with a standard deviation value
above 10,000, but decreased until the third
period and in the final period the
observation line pattern was horizontally
positive until the end of the observation
period.

9. Forecast Error Decomposition
Variance (FEDV)

Forecast Error Decomposition of
Variance (FEDV) analysis or often called
variance decomposition is carried out to
describe the relative importance of each
variable in the VAR system due to shocks.
Variance decomposition is useful for
predicting the percentage contribution of
variance for each variable due to changes in
certain variables in the VAR system
(Widarjono, 2009). Variance decomposition
in the form of a graph or table can provide
an overview of the variance of a variable
due to surprises from other variables or
itself.

Table 4.19: Forecast Error Decomposition
Variance Test Results for Indonesian SBSN

Variables
Priode S.E SBSN GDP
1 12697.38  100.0000  0.000000
2 19725.57  99.97414  0.025859
3 24002.98  98.91165  1.088347
4 29426.70  99.27407  0.725930
5 35411.20  99.30224  0.697759
6 40130.36  99.45668  0.543317
7 44135.98  99.48013  0.519873
8 48120.54  99.53468  0.465315
9 52140.00  99.43959  0.560408
10  55721.15  99.47673  0.523274

From the table of FEDV Test results on
the Indonesian Government Sukuk (SBSN)
variable, we can see that the biggest
contribution to the SBSN variable variance is
the variant or shock of the variable itself.
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The contribution of the SBSN variable at the
beginning of the period was 100%
influencing the variable itself. Meanwhile,
during that period the GDP shock still had no
effect. In the second period, the SBSN
variable began to be influenced by the shock
of the GDP variable, but not so much, only
0.025859%, and until the end of the
observation period, the value of the SBSN
variable was 99.47673%, only decreasing by
0.523274%, influenced by the shock of the
GDP variable. Thus, this variable continues
to dominate because the shock to the
variable itself and the GDP variable only
contributed 0.523274% at the end of the
observation period.

Table 4.20: Forecast Error Decomposition
Variance Test Results for Indonesian GDP

Variables
Priode S.E SBSN GDP
1 29209.34  19.92746  80.07254
2 35300.30  40.49372  59.50628
3 36892.99  42.64759  57.35241
4 37890.57 44.99533  55.00467
5 45920.18  49.70246  50.29754
6 52408.75  58.33644  41.66356
7 54992.14  60.90578  39.09422
8 56774.76  62.72567  37.27433
9 61760.37  65.29364  34.70636
10 67451.89  69.00294  30.99706

In the next analysis, movements in the
GDP variable are dominantly influenced by
the shock of the variable itself, namely
80.07254%. At the beginning of the shock
observation period, the State Sukuk (SBSN)
variable contributed 19.92746% to the GDP
variable. However, the movement of the
GDP variable decreased significantly in the
second period to 59.50628% and the SBSN
variable contributed 40.49372%. Until the
end of the tenth period, the SBSN variable
increased significantly, affecting the GDP
variable, namely by 69.00294% and the
GDP variable decreased to 30.99706%.
Table 4.21: Forecast Error Decomposition
Variance Test Results on the SBSN Malaysia
Variable

Priode S.E SBSN GDP
1 2509.657  100.0000  0.000000
2 4111.030 99.65338 0.346618
3 5474.493  99.15367  0.846334
4 6347.586  98.86106  1.138941
5 6799.022  98.63306  1.366944
6 6957.713 9843521  1.564790
7 6979.700  98.30368  1.696315
8 6988.003  98.25340  1.746597

9 7038.296  98.26568  1.734322
10 7123.648 98.30626  1.693738

In the first period, State Sukuk (SBSN)
was strongly influenced by the variable
shock itself by 100%, while in that period
the GDP variable shock still had no effect.
Next, starting from the second period the
shock of the GDP variable affects SBSN only
by 0.346618%, until the tenth period the
proportion of the shock of the SBSN variable
to the SBSN variable itself is still large with a
contribution of 98.30626%, almost 100%,
while the shock provided by the GDP
variable is only 1.693738% only.

Table 4.22: Forecast Error Decomposition
Variance Test Results on the Malaysian GDP
Variable

Priode S.E SBSN GDP RILL
1 13066.08 3.116642 96.88336
2 17407.45 6.334120  93.66588
3 19522.61  8.765584 91.23442
4 22108.36  12.06637  87.93363
5 24976.01  15.84143  84.15857
6 27651.73  19.44644 80.55356
7 30192.40 22.46811 77.53189
8 32621.50  24.77305  75.22695
9 34868.29  26.39287 73.60713
10 36910.58 27.42875 72.57125

In the table above we can observe
that the GDP variable is influenced by the
shock variable itself by 96.88336%, while
the State Sukuk (SBSN) variable has
contributed 3.116642%. It can be seen that
in the following period the shock that
occurred in the SBSN variable continued to
increase but did not significantly affect the
GDP variable and until the end of the period
the shock that occurred in the GDP variable
was still dominated by the variable itself at
72.57125%, while the SBSN variable only
contributed 27.42875%. %.

Analysis of the Causality Relationship
between Government Sukuk (SBSN)
and Economic Growth in Indonesia and
Malaysia.

State Sharia Securities or commonly
called State Sukuk are expected to increase
the rate of Economic Growth and high
Economic Growth is expected to bring
prosperity to society so that it can increase
demand for State Sukuk themselves. The
following is the causal relationship between
State Sukuk and Economic Growth in
Indonesia and Malaysia.
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a. Indonesia

The results of the Granger causality test
analysis show that the relationship between
the development of State Sukuk (SBSN) and

Economic Growth in Indonesia is a
unidirectional  relationship, where the
development of State Sukuk (SBSN)

significantly influences Economic Growth.
This is shown by the results of the Granger
causality test which shows that the
development of SBSN affects GDP with a
probability of 0.0140. Meanwhile, the
influence of GDP on the development of
Government Sharia Securities (SBSN) is not
significant with a probability value of 0.0571.
This result can also be seen from the results
of the variance decomposition test. The
results of the variance decomposition test
show that the contribution of the SBSN
variable to the GDP variable is greater than
the contribution of the GDP variable to
SBSN. The contribution of the SBSN variable
to GDP is 69.00294%, while the contribution
of the GDP variable to the SBSN variable is
0.523274%. We can conclude that in
research on the causal relationship between
Government Sukuk (SBSN) and Economic
Growth in Indonesia there is only a
unidirectional relationship, namely that the
development of SBSN influences Economic
Growth in Indonesia.

This research shows that Government
Sukuk (SBSN) influences economic growth in
Indonesia. This indicates that in Adam
Smith's theory of economic development,
capital plays an important role. According to
this theory, capital accumulation will
determine how fast or slow economic
growth occurs in a country. This capital is
obtained from savings made by the
community. By accumulating capital
generated from savings, economic actors
can invest it in the real sector, in an effort to
increase their income (Huda et al, 2017:
91). Investment has a dual role in that it can
not only create income but investment can
also increase production capacity in the
economy (Boediono, 1999: 59). Investment
is a commitment of a certain amount of
funds or other resources made now, with
the aim of obtaining profits in the future
(Tandelilin, 2001: 21).

Sukuk, which in transactions require the
existence of underlying assets that are
required to have economic value, enable

sukuk to stimulate growth in the financial
sector and the real sector which will increase
Indonesia's Gross Domestic Product (GDP).
Research conducted by Smaoui and Salem
(2017) shows that the development of the
sukuk market is conducive to economic
growth. This research concludes that the
development of the sukuk market has
encouraged financial inclusion,  which
stimulates investment and economic growth.
Widodo (2018) said that sukuk traded on
the sharia capital market have a significant
positive effect on Indonesia's GDP in the
short term.

Furthermore, the relationship between
economic growth and influence on
Indonesian Government Sukuk (SBSN) is not
proven. This is because when issuing sukuk,
the government is not based on the level of
economic growth, the issuance of sukuk is
adjusted to the government's needs for
economic development because there is still
a lot of infrastructure that has not been built
in Indonesia. If the government lacks funds
or capital to build infrastructure and so on,
the government will issue sukuk to help fund
it. Investors are not based on the level of
economic growth, when the government
issues sukuk, investors will still buy it,
because sukuk is a sharia-based investment
instrument and the risk is very low (Datuk,
2014) because there is an underlying asset
that can be said to be a guarantor of the
investment. Sukuk are also intended to fund
development, not to fund business ventures.

The findings of this research are
relevant to the Islamic economic discourse
that Islam not only regulates morals, creeds
and worship, but also muamalah. The
muamalah aspect is the rules of the game
for humans in carrying out social life, as well
as the basis for building an economic system
that is in accordance with Islamic values.
This research basically explains the
existence of sharia investment instruments,
namely Government Sukuk (SBSN), which
have an influence on economic growth in
Indonesia. As confirmed in this research,
there is a lot of infrastructure development
that is supported financially through State
Sukuk (SBSN).

To guarantee that the State Sukuk is in
accordance with sharia principles, the
government guarantees the conformity of
sharia in the fatwas of the National Sharia
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Council (DSN) of the Indonesian Ulema
Council (MUI) and the Malaysian Sharia
Advisory Council (MPS) which serve as
references in matters relating to sharia.
Rules that are generally prohibited include
investments that contain elements of usury,
gharar (changing a condition of certainty
into a condition of uncertainty in order to
gain a profit), gambling, maysir (gambling),
selling something that is not owned, and
various other transactions that are
detrimental to one party. Forbid all
destructive and detrimental actions. Islam
requires economic activities that are based
on the principle of mutual benefit and
prioritize the benefit of the people.

Since the approval of Law Number 19 of
2008 concerning SBSN, the issuance of the
first series of SBSN, namely Islamic Fixed
Rate (IFR), was worth IDR 15 trillion and the
total issuance of SBSN reached IDR 764.51
billion around 2008. After this initiation,
Sukuk variants were available on the
market, such as Retail Sukuk (SR), Global
Indonesian Sukuk (SNI), Ziarah Sukuk
(SDHI), Treasury Sukuk (SPN-S), Project
Based Sukuk (PBS) and the newest (issued
in 2016) is Savings Sukuk (ST). Until the end
of 2017, the total accumulated SBSN
contributed IDR 192.5 trillion or 17% of total
government bonds (IIFM Sukuk Report,
2018).

Figure 4.4: Trend of Indonesia Sovereign
Sukuk Issuance

Compared to 2016 where the total
SBSN was IDR 179.9 trillion, SBSN has
increased 51.8% in 2017. These figures
reflect that the Indonesian Government has
a strong commitment to regularly issuing
Sovereign Sukuk in the domestic and global
markets to support development global
Islamic financial market and attract investors
to Islamic financial institutions to grow
quickly in Indonesia. From year to year, the
development of state sukuk shows positive

movements. With this increase in state
sukuk issuance, Indonesia is among the top
five sukuk issuing countries in the global
market.

The development of sukuk in
Indonesia cannot be separated from various
aspects that support the development of
sukuk, starting from regulations, fatwas that
guarantee the sanctity of sharia principles in
sukuk, variations in the contracts used and
policies that have a positive impact on the
development of sukuk. Public awareness
continues to increase regarding the sharia
economy which demands halal transactions
in the future, making the prospects for
future sukuk development even better.
However, the government must develop
sukuk with a wider variety of contracts than
what is currently being done so that it can
attract more investors.

b. Malaysia

The results of the Granger causality
test analysis show that the relationship
between Government Sukuk (SBSN) and
Economic Growth in Malaysia is that there is
no causality, either one way or two ways.
Where the development of State Sukuk
(SBSN) statistically does not significantly
influence the GDP variable with a probability
value of 0.9153 and the GDP variable also
does not significantly influence the SBSN
variable with a probability value of 0.7182.
This result can also be seen from the results
of the variance decomposition test. The
results of the variance decomposition test
show that the contribution of the SBSN
variable to the GDP variable is 27.42875%
and the contribution of the GDP variable to
SBSN is 1.693738%. We can conclude that
there is no causal relationship between
Government Sukuk (SBSN) and Economic
Growth in Malaysia.

Lucas (1988) argues that the financial
sector and economic growth do not have a
mutual influence relationship or The
independent hypothesis. David Ricardo and
Thomas Robert Malthus were of the opinion
that in the long term the economy will reach
a stationary state or a situation where
economic development does not occur at all.
Economic growth is determined by limited
natural resources (in the sense of land), and
a rapidly increasing population will reduce
the level of development to a lower level
(Huda, 2017: 92). Schumpeter stated that if
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the level of progress of an economy is
higher, the desire to innovate decreases,
this is because society feels that its needs
are met. In this way, economic growth will
become slower and eventually a stationary
state will be reached. However, the state of
undevelopment referred to here is different
from the classical view. In Schumpeter's
view, a state of undevelopment is achieved
at a high level of economic growth (Sukirno,
2006: 246).

In Malaysia, sukuk-financed projects
have run out. Sukuk in Malaysia have been
around since 1990 and are used
continuously in infrastructure development.
Such as Government Investment Issues
(GII) and Islamic Treasury Bills Malaysia
(MITB) which are state sharia securities
issued based on Islamic principles by the
Malaysian government to finance
development expenditure and government
working capital. Sukuk issuance in Malaysia
is also not based on the level of economic
growth. GII and MITB are issued to enable
Islamic banks to hold securities that meet
their mandatory liquidity requirements.
Malaysian society, which is predominantly
Muslim, buys sukuk not based on the level
of economic growth. When the government
issues sukuk, investors will still buy it,
because sukuk is a sharia-based investment
instrument and the risk is very low.
Research conducted by Abdelghani (2016)
proves that the issuance of Sukuk for Saudi
Arabia and the GCC countries has an
influence on economic growth only when all
countries are combined, otherwise no
influence can be identified.

Analysis of the Long-Term Relationship

between Sovereign Sukuk and
Economic Growth in Indonesia and
Malaysia

In long-term analysis, we can find out
whether or not there are similarities in the
movement and stability of the relationship
between the variables in this research
between State Sukuk (SBSN) and Economic
Growth in Indonesia and Malaysia. Based on
cointegration tests in Indonesia and
Malaysia using the Johansen test, the trace
statistical value is greater than the critical
value of 5%. The results of the cointegration
test on Indonesian data show trace
statistical values of 49.57678 (None*) and

7.567768 (At most 1*) while the critical
values are 15.49471 (None*) and 3.841466
(At most 1%) The results of the
cointegration test on Malaysian data show
trace statistical values of 18.50274 (None*)
and 5.167714 (At most 1*) while the critical
values are 15.49471 (None*) and 3.841466
(At most 1*). This shows that between the
two variables there is a cointegration
relationship, indicating that between the
State Sukuk (SBSN) variable and Economic
Growth in Indonesia and Malaysia there is a
long-term relationship.

The results of this cointegration test
mean that the State Sukuk (SBSN) variable
and Economic Growth in Indonesia and
Malaysia will influence each other in the
future. This of course only applies assuming
other variables do not exist (disturbance
term). This is in line with investment theory
which is an investment in one or more
assets owned and usually for a long period
of time with the hope of making a profit in
the future (Sunariyah, 2000:4). Investment
is a step to increase long-term economic
growth and people's living standards
(Mankiw, 2007: 62).

Sukuk, which are used as a source of
the APBN and will later be used to finance
infrastructure in general, cannot be enjoyed
in a short period of time, in the sense that
developments built using the new sukuk
scheme can be enjoyed in the long term.
Infrastructure built from sukuk can mobilize
the economy so that it can increase
economic growth and community welfare as
well as increase consumption and
investment. In line with Tya's (2013)
research which states that state sukuk has a
long-term relationship with economic growth
in Indonesia. Smaoui and Nechi (2017)
explain that the development of the sukuk
market is conducive to economic growth.
This  research  concludes that the
development of the sukuk market has
encouraged financial inclusion,  which
stimulates investment and economic growth.

Islam looks further into the future
regarding investment and economic growth
which is not only oriented to worldly
problems but also to problems in the
afterlife. Investments that violate sharia will
receive appropriate retribution, as will
investments that comply with sharia. Islamic
investment is a sacrifice of resources in the
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present with the hope of obtaining greater
returns in the future, both directly and
indirectly, in accordance with overall sharia
principles (kaffah). Islam requires economic
activities that are based on the principle of
mutual benefit and prioritize the benefit of
the people (Nafik, 2009: 68).
Conclusion

The conclusion and recommendation of
the author are given in this section and are
consistent in using the term “Conclusion”.
The conclusion of the research should serve
the urgent purposes of the study within this
section. This can be followed by suggesting
the relevant future studies.

Conclusions from the research results by
conducting analysis using the Vector
Autoregression (VAR) method, and the
discussion carried out in chapter IV with the
observed variables of State Sukuk (SBSN)
and Economic Growth, several conclusions
can be drawn:

The causal relationship between State
Sukuk (SBSN) and Indonesia's Economic
Growth is a one-way relationship
(undirectional causality) and there is no
causal relationship between State Sukuk
(SBSN) and Malaysia's Economic Growth,
either one way (undirectional causality) or
two directions (bidirectional causality). This
is because the benefits of sukuk for
development can mobilize the economy
directly, especially in Indonesia which
requires a lot of development in
infrastructure to facilitate economic activity.
In Malaysia, sukuk-financed projects have
run out. Sukuk in Malaysia have been
around since 1990 and are used
continuously in infrastructure development.
In line with the opinion of economist
Schumpeter, the higher the level of progress
of an economy, the desire to innovate
decreases. Thus, economic growth will reach
a stationary state.

There is a long-term relationship
between Government Sukuk (SBSN) and
Economic Growth in Indonesia and Malaysia.
This is caused by investment which is an
investment in one or more assets owned
and usually has a long term period with the
hope of making a profit in the future.
Investment is a step to increase long-term
economic growth and in Islam is an activity
that is useful for the benefit of the people.
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