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A Systemic Risk Analysis of Islamic Equity Markets using

Vine Copula and Delta CoVaR Modeling
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5. CONCLUSIONS .

As the size and value of Islamic equity markets increases in trillions the importance
of measuring and understanding country-based Islamic market marginal and joint
dependence behavior cannot be underscored. This is particularly so because Islamic
equity markets are subsets of conventional equity markets in most countries, thus
posing a degree of systemic risk to country equity markets through spillover risk
effects. The present study, in order to draw and provide new and useful insights
about the characteristics of interdependence, systemic risk and spill over risk effects
in domestic and global Islamic equity models the downside and upside spillover
effects, the systemic risk and the tail dependence risk of Islamic equity market
indices from Japan, USA and the UK, and for the DJ Islamic Financials World and USA
Islamic indices. The empirical results are obtained by implementing Valueat-Risk
(VaR), conditional VaR (CoVaR), Delta conditional VaR (ACoVaR), canonical vine
conditional VaR (c-vine CoVaR), and time-varying and static bivariate and vine
copulas models.
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