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Capital markets represent a main base for economic growth, and no
economy can achieve tangible and effective results without the
popularity of this market. In order for the capital market to achieve
its goal of efficient allocation of available resources, it must be
characterized by economic efficiency, in which the share price in the
market reflects all Information is available to the public and private,
and thus the market value of the stock is a fair value that reflects its
true value. This requires that the market have several characteristics,
namely accuracy and speed of access to information, operating
efficiency, pricing efficiency, liquidity, fairness, and security.

In this context, this research comes to identify the efficiency of the
capital market in terms of its concept, formulas, and requirements.
The research relied on the descriptive and analytical approach, and
concluded that the requirements for the efficiency of the capital
market are consistent with the requirements of the Islamic economy,
which made transparency and disclosure the basis for achieving a fair
price. The market, and then its ability to achieve it. The research also
concluded, through an analysis of the efficiency of the Dubai Financial
Market that is compatible with Islamic Sharia, that this efficiency is at
a weak level, which reflects that the market is still operating in an
environment that lacks Islamic economic controls and Sharia safety
requirements, in particular In light of the presence of tools and
products that do not comply with the principles and provisions of
Islamic Sharia, and the lack of transparency and disclosure
requirements in terms of accuracy and speed of access to
information, and the associated efficiency of operation and pricing,
liquidity, and achieving justice and safety for dealers.
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EXTENDED ABSTRACT

Capital markets represent a key foundation for economic growth, and no
economy can achieve tangible and effective results without the prosperity
of these markets. They play an important role in managing liquidity,
facilitating the trading of securities that represent assets, and effectively
channeling savings into investment avenues to meet the needs of both fund
providers and users. The effectiveness of this function, along with the
suitability of financial instruments for market needs, the availability of
transparent and disclosed information, enables the efficient allocation of
financial resources to various uses, especially when guided by profits and
their forecasts, thus achieving the efficient allocation of available financial
resources.

In order for the capital market to achieve its goal of the efficient allocation
of available resources, it must be economically efficient. In this case, the
stock price in the market should reflect all available public and private
information, thus making the market value of the stock a fair value that
represents its true value. This requires several characteristics to be present
in the market, including the accuracy and speed of information flow,
operational efficiency, pricing efficiency, liquidity, fairness, and security.

Given that financial markets tend to have a traditional character and some
markets, windows, and Islamic transactions have not yet gained their
place, especially in the absence of comprehensive applications of Islamic
economics, and given the importance of capital market efficiency, as the
price of a financial instrument in an efficient market reflects all available
information about it and its market value represents its true value, thus
preventing opportunities for extraordinary profits for market participants,
the research problem lies in the extent to which the requirements of
economic efficiency align with the requirements of Islamic economics for
the capital market.

Based on the research problem, the study aims to explore the possibility of
capital markets being economically efficient while adhering to Islamic
economics, as well as whether the Sharia-compliant Dubai Financial
Market exhibits strong economic efficiency. The research seeks to identify
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the concepts and requirements of full and economic efficiency in capital
markets, recognize the different forms of capital market efficiency,
understand the requirements for capital market efficiency, and explore the
Islamic economic perspective on these requirements and its ability to
achieve them. Additionally, the study aims to assess the economic
efficiency of the Sharia-compliant Dubai Financial Market.

According to the concept of efficiency, the market value of a stock should
be a fair value that fully reflects its true value, which generates a sufficient
return to compensate the investor for the risks associated with investing in
that stock. In this case, the stock price reflects all available information
about the issuing institution, whether it pertains to financial media, the
historical record of the stock price, the effects of the general economic
condition on the institution's performance, or other information that
impacts the stock’'s market value. This type of efficiency is referred to as
"complete market efficiency."”

Under this assumption, stock prices in the market are expected to quickly
respond to any new information that reaches the participants and may
change their view of the issuing institution. Since information reaches the
market at any time and independently of each other, stock price
movements are expected to be random, rising with the arrival of positive
news and falling with negative news. Due to the intense competition
expected among market participants to obtain such information, none of
them will be able to obtain or analyze the information ahead of others, and
therefore, none will have the opportunity to achieve extraordinary profits
at the expense of others.

Complete market efficiency requires four conditions: first, the availability
of instant and cost-free information about the market, thus aligning the
expectations of all investors due to the similarity of information available
about each stock; second, the absence of restrictions on market
transactions, meaning there are no transaction costs, taxes, or other
restrictions preventing the buying and selling of any quantity of shares,
regardless of its size, or legal restrictions on entering and exiting the
market; third, the presence of a large number of investors in the market,
meaning that no single investor's actions will significantly affect stock
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prices; and fourth, investors must be rational, meaning they seek to
maximize the utility of their available resources. These conditions are
unrealistic except for the last one, which may be acceptable to the vast
majority of investors.

Therefore, it can be confirmed that achieving complete efficiency in
markets is impossible due to the difficulty of meeting the first three
conditions. The last condition, however, remains as investors strive to
maximize utility in competition with others to access information that
helps them achieve this goal and use returns and risks in choosing
securities. This implies a shift from the concept of complete market
efficiency to the concept of economic efficiency.

Under economic efficiency, it is expected that some time will pass from
when information reaches the market until its effect on stock prices
becomes apparent. This means that the market value of a stock may be
higher or lower than its true value for some time, but due to transaction
costs, taxes, and other investment-related costs, the difference between the
two values will not be large enough to allow investors to achieve
extraordinary profits, especially in the long term.

Capital market efficiency takes various forms, including the weak form,
the semi-strong form, and the strong form. In order for a capital market to
achieve economic efficiency and thus meet its desired goal of efficiently
allocating available financial resources to the most profitable sectors,
which results in economic growth and prosperity, it must exhibit several
features, including the accuracy and speed of information flow, operational
efficiency, pricing efficiency, liquidity, fairness, and security. However,
unethical practices in capital markets strip them of their security feature
and prevent fair pricing, thus hindering efficiency. Such unethical
practices include window dressing, price manipulation agreements,
monopolies, gambling, and usury.

From the perspective of Islamic economics, the six characteristics of an
efficient market—accuracy and speed of information flow, operational
efficiency, pricing efficiency, liquidity, fairness, and security—align with
the requirements of Islamic economics for the capital market. Islamic
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economics has established these characteristics for capital market
efficiency, based on transparency and disclosure as the foundation for
achieving fair pricing and market efficiency, leading to blessings in this
life and salvation in the afterlife. The research, through the analysis of the
efficiency of the Sharia-compliant Dubai Financial Market, concludes that
this efficiency is at a weak level, reflecting that the market is still operating
in an environment lacking the regulatory requirements of Islamic
economics and Sharia safety standards.
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ARASTIRMACILARIN KATKI ORANI

Yazarin her birinin mevcut arastirmaya katki oranm1 asagida belirtildigi
gibidir:
Yazar’in aragtirmaya katki oran1 %100’ diir.

CATISMA BEYANI

Arastirmada herhangi bir kisi ya da kurum ile finansal ya da kisisel yonden
herhangi bir baglanti bulunmamaktadir. Arastirmada ¢ikar c¢atismasi
bulunmamaktadir.

ARASTIRMANIN ETIiK iZNi

Yapilan bu ¢aligmada “Yiiksekogretim Kurumlar: Bilimsel Arastirma ve
Yayin Etigi Yonergesi” kapsaminda uyulmasi gerektigi belirtilen tim
kurallara uyulmustur. Yonergenin ikinci bolimii olan “Bilimsel Arastirma
ve Yayin Etigine Aykiri Eylemler” bashg: altinda belirtilen eylemlerden
hicbiri gerceklestirilmemistir.

HAKEM DEGERLENDIRMESI
D1s Bagimsiz
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