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ABSTRACT 

This Research is about comparison between sharia companies and non-sharia companies in the stock market. Several previous 

studies have shown that in the stock market, the stock performance of sharia companies is better to that of non-sharia companies. 

Then this research increases the qualification of the companies to become companies that have implemented green innovation 

technology. This qualification is applied to companies listed in the Sri-Kehati index on the Indonesia Stock Exchange. Through 

bivariate and multivariate analysis, the results showed that the stock performance of non-sharia companies was better than those 

of sharia companies. Bivariate analysis show that the positive gradient of non-sharia trendline (168.37) is bigger than sharia 

trendline (11.633). The coefficient of determination between non-sharia stocks and Sri-Kehati index (86.41%) is bigger than 

between sharia stocks and Sri-Kehati index (26.46%). Multivariate analysis obtained a multiple linear regression equation of 

21 014397.00081.0187.117ˆ xxy ++= . This equation shows that the variable coefficient of the value of sharia stocks 

is smaller than the coefficient of the variable value of non-sharia stocks. These facts are based on research on Sri-Kehati index 

data from 2016 to 2019. The results of this study indicate that investors prefer to invest in shares in non-sharia companies than 

in sharia companies. The results also indicate that increasing the qualifications of a sharia company to become a company that 

applies green innovation technology will not necessarily increase its share value. Is upgrading the qualification of a sharia 

company to a sharia company that applies green innovation technology a mistake? Meanwhile, Indonesia is a country with the 

largest Muslim population in the world. 

Keywords: sharia companies, non-sharia companies, green innovation technology, bivariate and multivariate analysis. 

 
1. Introduction 
In the recent years, the Islamic finances are spread enormously around the world. Financial universe including 
investment and financing activities are based on sharia compliant. With the screening criteria, Islamic equity index 
providers was classify as a sharia compliant or noncompliant for the company, in order to easy processes. Therefore, 
with the sharia screening process, financial activities (example investment) can be differentiates whether permissible 
or non-permissible. To conclude, with the sharia screening status of the activities, it can be defined the Islamic 
companies and businesses. Moreover, sharia compliant companies also practice CSR as it is integral to fulfill religious 
commitments. 
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Stock prices are one of the important topics in financial economics in terms of determinant identifications. The 
factors such as interest rate, inflation rate, exchange rate, money supply, domestic production, etc. were recent and 
commonly review by the researchers. Some example of the studies which included the International crude oil price as 
one of determinants of stock price have tried to verify by testing co-integration approach with the daily data between 
2006 and 2018 (Singhal et al., 2019). Another studies linked to stock prices such as Tang & Yao (2018), Akbar et al 
(2019), and Li et al (2018). 

Previous studies have examined the comparison of stock performance between Islamic and conventional stock 
prices. For example, the inspiration for this research is a series of studies by Nurhayadi and friends. Research has been 
conducted by (Nurhayadi & Wijiharjono, 2018) shows that a high correlation between the Islamic market and 
conventional markets. They assume the Jakarta Islamic Index (JII) and the Indonesia Sharia Stock Index (ISSI) as a 
representation of the sharia market and the Jakarta Composite Index (IHSG) and the Jakarta Stock Exchange Liquid 
(LQ45) as a representation of the conventional market. Subsequent research by (Nurhayadi, Y; Rito; Azizah, 2018) 
revealed that the assumption that the IHSG and LQ45 represent conventional markets, because the IHSG and LQ45 
are also dominant Islamic issuers. Their research specifically found that Islamic stocks are better than conventional 
stocks. This finding is reinforced by the research of (Nurhayadi et al., 2019) that on the Indonesia Stock Exchange, 
Islamic stocks perform better than conventional stocks. 

Some studies above shows that the performance of Islamic stock prices has been employed the better performance 
compared to conventional. Thus, the main purposes of our research are to examine (i) whether Islamic stock markets’ 
have a better performance rather than conventional counterparts, and (ii) the extent of how green innovation 
technology implemented by the companies will increase the stock prices’ market.   

Several contributions from the current study offers to the literature. Firstly, focusing on the distinctions between 
Islamic stock prices and conventional one and the correlations to the Sri Kehati in addition, the study provides evidence 
of using green innovation, there is an improvement of financial performance of the firms and increase the stock prices. 
Indeed, some investors (such as Islamic investors) prefer to make a green investment in their portfolios. Particularly, 
the co-movement between variables is examines at different frequencies and overtime, therefore, providing better 
insights about the relationship. 

This study uses the companies which are listed in the SRI-KEHATI index as a research objects. This index are 
launched and managed in collaboration with the Indonesian Biodiversity Foundation (KEHATI Foundation) and as 
one of the indices on the Indonesia Stock Exchange. The selected companies are standardized that apply the principle 
of Sustainability Responsible Investment (SRI), and also integrated with the Environmental, Social and Governance 
(ESG). The investment references for the investors which are emphasize ESG issues in Indonesian capital market 
might to use the SRI-KEHATI index. However, our study’s contributions includes. Firstly, to investigate the impact 
of conventional and Islamic stock prices of the green indexes, we apply statistical analysis of uncertainty for stock 
indexes (Jawadi et al., 2019). Second, with the good understanding about the green innovation implemented by the 
Islamic companies, the investors’ preferences on investment will be changes. 

 
2. Theoretical Framework  
Behavioral finance in enormous literature tried to analyze the investors’ behavior in their investment management 
(Chen et al., 2019). Previous research are has been done related to personality preferences on investment, such as 
Polzin et al (2018). The study mention that between entrepreneurs and investors are should be matching on the 
purposes to achieve their financial goals. In terms of perception differentiate in between investors and entrepreneurs, 
there are in such areas, like evaluation, risk and risk management. Every counterpart are should have understanding 
what the essential for themselves to find a good match. Moreover, this study showed that the perception of risk was 
an existing problem. Therefore, the increasing number of market transparency and creating a mutual understanding 
on the process of investment should be taken as an important part.  

In the perspective of psychological traits, Akhtar & Das (2020) mentioned on their study that financial risk 
tolerance (FRT) as a psychological biases, and overconfidence in financial matter are related to the investors’ 
investment performance. The mixed method has been used to collect 983 responses from the individual investors 
through the questionnaire in order to assess their psychological traits, personality traits, and investment performance. 
With the limitation on this study, such as pre-testing questionnaire has not been taken and limited sampling, the result 
of this study was amazed. It was revealed that between personality traits and investment performance can be mediated 
by the psychological traits. In line with this, Akhtar et al (2018) with different number of responses, the study suggest 
that there is a positive correlation between social influence and extraversion-perceived performance of investment. 
Meanwhile, it was negative impacted between agreeability-perceived investments’ performance. Then, it can be 
argued from these studies that psychological traits will influence investors’ investment decision and diversification.   
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that there is a positive correlation between social influence and extraversion-perceived performance of investment. 
Meanwhile, it was negative impacted between agreeability-perceived investments’ performance. Then, it can be 
argued from these studies that psychological traits will influence investors’ investment decision and diversification.   

Another study, as an opposite with mentioned above, that individual investment decisions was not influenced by 
the heuristic theory and would not perceive the market efficiency (Shah et al., 2018). The research hypotheses 
examined by using regression analysis to determine whether between investment decisions and market efficiency 
might be affected by the heuristic biases. However, this paper provided the insight empirically that overconfidence 
(an example of heuristic bias) have markedly negative impact on the investment decisions. Nonetheless, it is necessary 
for investors to focus on an investment strategy in order to control their mental mistakes as part of heuristic biases. 

With the certain of sharia conditions, Islamic stock share are similar with the conventional ones. Nevertheless, the 
firm performance are differs in terms of product type, location, linkage to crises, size and efficiency. Investors, due to 
some factors related, are targeting whether they can realize higher return with the investment diversification and take 
the opportunity to share risk among markets.  

The budgeting of capital and stock markets are mainly depending on the level of development, performance and 
risk based on the modern financial theory. In addition, investors should be considers related with the informational 
capital market efficiency. For example, they should be able to easily determine the risk of level and profitability of 
their investments. Therefore, there is no overvalued or undervalued issue. Based on the previous study by Alam et al 
(2016), it was revealed that, compared to conventional one, Islamic stock indexes are more volatile and are not immune 
in total with the global financial crises. And as regards of the efficient market information, the result shows that the 
Islamic stock prices are more efficient than the conventional stock prices. Thus, it can be attracted more investors to 
have an investment portfolio involved the Islamic stock in the capital market. 

In comparison with the conventional stock prices, the Islamic stock returns can be predicted and improved with 
the economic policy uncertainty, oil prices, and investors’ sentiment (Ftiti & Hadhri, 2019). Some studies such as (Ali 
et al., 2018) mentioned that Islamic stock markets’ higher than their conventional counterparts in part of speculative 
activity. The data assessed with comparison between 12 Islamic and conventional stock markets counterparts by the 
analysis of multi-fractal de-trended fluctuation (MF-DFA). The result of this study implied that due to Islamic stock 
markets are new and naturally peculiar, it seems more efficient due to sharia compliant laws and good governance and 
also some of disclosure mechanism. 

Regarding to the green innovation technology, there are many terminologies regardless the green innovation (i.e., 
eco-innovation, sustainable innovation, environmental innovation, etc). According to Varadarajan (2017), there was 
a limitations related the definition of green innovation were offered by the literature and identification.The study 
mentioned that the term of green innovation impores the company’s competitioness regarding to the innovation and 
negative impact of environmetal reduction. He et al (2019) and Shahzad et al (2019, 2020). Moreover, thr innovation 
of green have an important part for industry moving towards sustainable production, and the evolution of sustainable 
manufacturing initiatives has been facilitated by green innovation. 

Many surveys conducted in several contexts suggested that green innovation and financial performance are 
positively correlated. For instance,  Xue & Boadu (2019) studied the penetration of green innovation on firm 
performance, through questionnaire survey from 253 companies in China and using hierarchical linear modeling 
(HLM), the study revealed that there was a robust positive effect between green innovation and firm financial 
performance. It can be concluded that there is an integrating effects related absorptive capacity, managerial 
environmental concern, green innovation and firm performance dimensions. Zhang et al (2019) identified that 
manufacturing firms in China implemented the green patenting and successes improving the firm performance. And 
it was begin since the government provided the legislative support for the green industry. 

On the other hand, Lin et al (2019) collected the data for 6 years with around 163 automotive firms, and measuring 
with the dynamic panel data system. The result of this study mentioned that Green Innovation Strategies (GIS) has 
negative effect for the Corporate Financial Performance (CFP). The authors also showed that smaller firms have the 
higher green innovation investments return than larger-sized firms, this phenomena indicate that these small firms 
gain more opportunity in order to accessing better resources. In addition, the previous study analyzed the Standard & 
Poor’s 500 listed companies in between 1996 – 2016, they found that too much concentration on green innovation has 
a negative influence for both accounting and stock market performance Przychodzen et al (2019).  

Ye & Cheng (2019) investigates the direct effect of green technology innovation as a “win-win” solution between 
environmental performance and economic performance. The study has been done in Chine from 30 provinces during 
the year 2006 and 2016. With included green technology innovation, governmental of governance, economic basis 
and also financial development, system and integrity of culture on green technology innovation. Moreover, as acontrol 
variable, GDP included for the current study, and the resul shows that environmental regulation can significantly 
promote the green innovation in terms of innovation efficiency. 

Knowledge management (KM) in green innovation was an important part for the corporate sustainable 
development (CSD) activities. However, Abbas (2019) in his study mentioned that knowledge management has a 
positive significant impact for both green innovation and also corporate sustainable development. The data was 
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collected from lower, middle and upper level managers of small, medium and large-sized manufacturing and firms. 
With the exception of knowledge, the dimensional analysis indicated for the creation and acquisition. And with further 
information, knowledge management was an equal important for all level of corporation and services firm.  

 
3. Data and Variables 
3.1 Data 

All the data are from Indonesia Stock Exchange activities. The data in this study include: 
1. The share value of 8 sharia issuers at the end of each month which are consistently listed on the Sri-Kehati 

index and Jakarta Islamic Index (JII) for 3 years (36 months) from August 2016 to July 2019. The eight 
Islamic issuers consist of: ASII (Astra International Tbk.), BSDE (Bumi Serpong Damai Tbk.), INDF 
(Indofood Sukses Makmur Tbk.), KLBF (Kalbe Farma Tbk.), TLKM (Telekomunikasi Indonesia (Persero) 
Tbk.), UNTR (United Tractors Tbk.), UNVR (Unilever Indonesia Tbk.), and WIKA (Wijaya Karya (Persero) 
Tbk.). 

2. The share value of 4 non-sharia issuers at the end of each month which are consistently listed on the Sri-
Kehati index for 3 years (36 months) from August 2016 to July 2019. The four non-sharia issuers are: BBCA 
(Bank Central Asia Tbk.), BBNI (Bank Negara Indonesia (Persero) Tbk.), BBRI (Bank Rakyat Indonesia 
(Persero) Tbk.), and BMRI (Bank Mandiri (Persero) Tbk.). 

3. The Sri-Kehati index value at the close of each month's end is consistently listed in the Sri-Kehati index for 
3 years (36 months) from August 2016 to July 2019. 

3.2 Variables 
There are six scenarios for this research. 

1. The trendline of sharia stocks: x = month, y = the average value of sharia stocks, bivariate analysis. 
2. The trendline of non-sharia stocks: x = month, y = the average value of non-sharia stocks, bivariate analysis. 
3. The trendline of Sri-Kehati index: x = month, y = the Sri-Kehati index, bivariate analysis. 
4. The linear regression: x = the average value of sharia stocks, y = the Sri-Kehati index, bivariate analysis. 
5. The linear regression: x = the average value of non-sharia stocks, y = the Sri-Kehati index, bivariate analysis. 
6. The multiple linear regression: x1 = the average value of sharia stocks, x2 = the average value of non-sharia 

stocks, y = the Sri-Kehati index, multivariate analysis. 
4. Methods 
Bivariate and multivariate analysis has been taken for this study. The analysis is based on equations that developed 
by Walpole, Ronald E; Myers, Raymodh H; Myers, Sharon L; Ye (2013). 

In using bivariate analysis, independent variable (x) and dependent variable (�̂�𝑦) estimated or fitted regression line 
that is given by 
�̂�𝑦 = 𝑏𝑏0 + 𝑏𝑏1𝑥𝑥         (1) 
The fitted line is an estimate of the true regression line. 

The plotted of a scatter diagram for the X and Y data mentioned that there is a linear correlation between two 
variables. 

Given the sample {(xi, yi); i = 1, 2, ..., n}, the least squares estimates b0 and b1 with formulas, 
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The values of r are −1 ≤ 𝑟𝑟 ≤ +1. If the value of r is close to +1, it means that between x and y has strong and positive 
correlation. If r is close to -1, it means that between x and y has strong and negative correlation. 

Then r2, which is usually referred to as the sample coefficient of determination. The r2 expresses the proportion of 
the total variation in the values of the variable y that can be accounted for or explained by a linear relationship with 
the values of the random variable x. Thus, a correlation of 0.6 means that 0.36, or 36%, of the total variation of the 
values of y in our sample is accounted for by a linear relationship with values of x. 

Meanwhile, in using multivariate analysis, the independent variables are x1 and x2 respectively, and the dependent 
variable is y. Then the estimated or fitted regression line is given by 

22110ˆ xbxbby ++=         (4) 
Given the sample {(x1, x2, y); i = 1, 2,.., n}, the least squares estimates b0, b1, b2 by solving normal estimation 

equations  


===

=++
n

i
i

n

i
i

n

i
i yxbxbnb

11
22

1
110 , 


====

=++
n

i
ii

n

i
ii

n

i
i

n

i
i yxxxbxbxb

1
1

1
212

1

2
11

1
10 , 


====

=++
n

i
ii

n

i
i

n

i
ii

n

i
i yxxbxxbxb

1
2

1

2
22

1
211

1
20      (5) 

The sample coefficient of determination (r2) is given by 
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and the sample coefficient of correlation  𝑟𝑟 = √𝑟𝑟2    (7) 

1. Results 

 
Picture-1. The average value of sharia stocks trend. 
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Picture-2. The average value of non-sharia stocks trend. 

The trend of sharia stocks average value is positive, with gradient of 11.633. The trend of non-sharia stocks 
average value is positive too, with gradient of 168.37. These indicate that in general stock values are increase. 
This condition is consistent with the Sri-Kehati index trend. The gradient of non-sharia stocks is bigger than the 
gradient of sharia stocks. The stock value of non-sharia trend is better than the stock value of sharia trend. 

 
Picture-3. The value of Sri-Kehati Index trend. 

Meanwhile, the coefficient of determination between the average values of sharia issuers' shares on the Sri-
Kehati index is 0.2646. This shows that the share value of sharia issuers only contributes 26.46% to the Sri Kehati 
index. And the coefficient of determination between the average value of shares of non-sharia issuers to the Sri-
Kehati index is 0.8641. This shows that the share value of non-sharia issuers contributes 86.41% to the Sri Kehati 
index. 
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Kehati index is 0.2646. This shows that the share value of sharia issuers only contributes 26.46% to the Sri Kehati 
index. And the coefficient of determination between the average value of shares of non-sharia issuers to the Sri-
Kehati index is 0.8641. This shows that the share value of non-sharia issuers contributes 86.41% to the Sri Kehati 
index. 

 
Picture-4. The average value of sharia stocks vs Sri-Kehati Index. 

 
Picture-5. The average value of non-sharia stocks vs Sri-Kehati Index. 

Furthermore, through multivariate analysis obtained a regression equation 

21 014397.00081.0187.117ˆ xxy ++= . 

The multiple linear regression equation above shows that the variable coefficient of the value of sharia stocks is 
smaller than the coefficient of the variable value of non-sharia stocks. This indicates that the value of non-sharia 
stocks raises the value of the Sri-Kehati index more than the value of sharia stocks. 
This multivariate analysis is in accordance with the bivariate analysis above, namely that the stock value 
performance of non-sharia issuers is better than sharia issuers. As well as the correlation coefficient and 
determination of the value of non-Islamic stocks on the Sri-Kehati index is greater than the value of Islamic 
stocks on the Sri-Kehati index. The relationship between the value of non-Islamic stocks and the Sri-Kehati index 
is much stronger than the value of Islamic stocks on the Sri-Kehati index. 

2. Discussion and conclusion 

1. The entire data in this study comes from the activities of the Indonesian stock exchange over a period of 3 
years (from August 2016 to July 2019), including: data from 8 sharia issuers that are consistently listed on 
the JII and Sri-Kehati index, and 4 conventional issuers (conventional banks) consistently listed on the Sri-
Kehati index. The rest of the other issuers, both sharia and non-sharia, are not consistently registered with 
Sri-Kehati. 
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2. The results showed that the stock performance of non-sharia companies was better than those of sharia 
companies. The positive gradient of non-sharia trendline (168.37) is bigger than sharia trendline (11.633). 
The coefficient of determination between non-sharia stocks and Sri-Kehati index (86.41%) is bigger than 
between sharia stocks and Sri-Kehati index (26.46%). The multiple linear regression equation is 

21 014397.00081.0187.117ˆ xxy ++= . This equation shows that the variable coefficient of the value 
of sharia stocks is smaller than the coefficient of the variable value of non-sharia stocks. 

3. The investors prefer to invest in shares in non-sharia companies than in sharia companies. The results also 
indicate that increasing the qualifications of a sharia company to become a company that applies green 
innovation technology will not necessarily increase its share value. 

4. This fact could also indicate that investors in the Indonesian stock exchange in terms of investing in 
companies that have implemented green innovation technology have not yet considered whether the 
companies are sharia or non-sharia. 

5. In the future, it needs to be stimulated so that religious and environmentally sound investors can also invest 
in the Indonesian stock exchange so that the performance of Islamic issuers with environmental insight is 
better than conventional issuers. 
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