
1 
 

 

 

 

 

 

A COMPARATIVE STUDY OF BANKING STOCKS WITH  

MSM 30 SHARE INDEX  

 

Dr. Salman Nusrat 

Ms. Sujata Venkatachari 

 
 

 

WORKING PAPER 
 
 

No. 103/2015-16 
 

 

Postgraduate Studies and Research Department 
 College of Banking and Financial Studies 

PO Box 3122, Ruwi, Postal Code 112 
Muscat, Sultanate of Oman 

 
Month, 2016 

 



2 
 

 

 

ABOUT CBFS 
 

The College of Banking and Financial Studies (CBFS) is the apex government body for educating, 

training and conducting research in the banking and financial services sector in Oman. It was 

established in 1983 by a Royal Decree. CBFS works under the supervision of the Central Bank of 

Oman and is supported by the commercial banks operating in the Sultanate. The College offers a 

variety of Diploma, Undergraduate and Postgraduate programmes in collaboration with 

internationally accredited universities and professional institutions. 

 

VISION 
 

CBFS vision is to become a leading institution for higher education in Banking and Finance in the 

region. 

 

MISSION 
 

CBFS mission is to develop and offer internationally recognized programmes, capacity building, 

research and consultancy services, to meet evolving needs of Banking and Finance in the region. 

 

 
The scholarly work of CBFS is disseminated in the form of books, journal articles, teaching texts, 

monographs and working papers. The Working Paper series provides a forum for work in progress 

which seeks to elicit comments and generate discussion. The series includes academic research by 

staff and students.  Working Papers are available in electronic format at www.cbfs.edu.om  

 
Please address comments to: 

 

Director 

Postgraduate Studies and Research Department 

 College of Banking and Financial Studies 

PO Box 3122, Ruwi, Postal Code 112 

Muscat, Sultanate of Oman 

E-mail: research@cbfs.edu.om 

http://www.cbfs.edu.om/


3 
 

Table of Contents 

Abstract 5 

1. Introduction 6 

2. Literature Review 6 

 2.1 GCC 7 

 2.2 Stock Exchange  7 

3. Analysis & Discussions  9 

 3.1 Trading  9 

 3.2 Portfolio risk of banking Stock of MSM  12 

 3.3 The Pedagogy  12 

 3.4 Model Analysis  14 

 3.5 The Algorithm of the Model  15 

4. The Results  16 

5. Discussion and Conclusion  18 

References  18 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



4 
 

WORKING PAPER No. 103/2015-16 

 

A COMPARATIVE STUDY OF BANKING STOCKS WITH MSM 30 SHARE 

INDEX  

 

Salman Nusrat1* and Sujata Venkatachari  
 

ABSTRACT 

 

The research will highlight the banking stock in general, the influence of stock prices of GCC and 

other countries and then a comparison of the 30 share MSM index with that of the banking stock 

in Oman and the indices of the chosen country’s stock markets. The comparative impact to the 

banking share index listed in the Muscat Securities Market will be highlighted. The reason for 

choosing the research topic is that the banking sector is the most crucial sector in any economy 

and it affects the whole country and businesses directly and indirectly. As banks deal with interest, 

inflation, capital and short term funds, it becomes a critical area of interest for the researchers. 

The researcher has used other indices of chosen countries as a benchmark. The researcher has 

used the models emphasized by Markowitz (1952), Markowitz (1959) and Konno, H., and H, 

Yamazaki. (1991). The main rationale of the research project is to investigate and compare the 

banking share prices with that of the MSM 30 share index. The research will be useful for 

economic conditions of Oman based on the findings.  
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A COMPARATIVE STUDY OF BANKING STOCKS WITH  

MSM 30 SHARE INDEX 
 

1. Introduction: 

During the past years, stock exchanges across the world have observed some strategic alliances or 

mergers. The study is focusing the banking stocks and its performance with that of the MSM 30 

share index. MSM or Muscat Securities Market is the stock exchange of Oman. The stock 

exchange has a 30 share index that constitute 30 companies from various sectors such as banking, 

telecommunications, construction, FMCG, etc. The research emphasizes a period of five to six 

years of MSM trading. This research is primarily based on the secondary data collected from the 

Muscat Securities Market. Banking stocks are compared with that of the MSM 30 share index.  

Keywords: Muscat Securities Market,  

 

2. Literature Review:  

Mihajat (2016) underlines that the stock market is a public market for trading of shares and 

derivatives of companies at a price fixed by some mechanism. The size of the stock market depends 

on the number of companies traded and their market capitalization. Most of the trading is done 

through online or through virtual mode. The revenue and index of the stock market depends on the 

market capitalization and the volume of businesses. The revenue components of a typical stock 

market is from data dissemination, IT services, trading revenue, service revenue, etc.  

 

Table 1 :  

 

Sources: Compiled from AMF, ADX; BHB; QSE; DFM; KSE; MSM and Tadawul. 
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2.1 GCC : 

GCC is referred to the Gulf Cooperation Council that has six countries as members namely Oman, 

Kuwait, Qatar, Saudi Arabia Bahrain and the UAE. These six countries have majorly oil based 

revenue and the same is often reflected in its stock market performances due to the global oil price 

changes.  

 

2.2 Stock Exchange :  

A stock exchange is categorized under the capital market which gives investors and companies to 

look for equity and debt instruments. Seccareccia (2017) states that the economic condition of a 

country is often reflected in the form of the stock market and its trading. A company’s market 

capitalization is often reflected in the stock market and is a direct implication of the economic 

condition of a country. The same is applicable for a bank and its banking stock.  

Benefits of the stock exchange : Farooqi & Iqbal (2017) argues that the advantage of the stock 

market is to take advantage of synergies that is being created with mergers between listed 

companies. For example, Muscat Securities Market plays a wider role for companies in same 

industries for their mergers or acquisitions. The market capitalization plays a vital role in this type 

of scenario. As the technological changes are seen in various sectors, stock market dealings, buying 

and selling is also done through the use of internet. The researcher adds that the use of new 

technology has increased the investment potential of the customers. The trading systems are wide 

and therefore volume traded have increased substantially. Farooqi & Iqbal (2017) emphasizes that 

the saving potential of the Omani investors have increased with the help of investments done in 

the banking stocks through the MSM market.  

 

Economies of Scale & Scope : Yuan-Duen, Chiu-Chuan, Min-Tzu & Chen-Fen (2017) underlines 

that the Muscat Securities Market provides economies of scale in terms of demand and supply side 

of the investment. The supply side of economies of scale is pertinent to the banking industry stock 

traded in the MSM market, and the higher fixed cost is concerned with the information technology 

whereas the MSM provides a single trading platform lowering the average unit cost of the traded 

volumes. Raut, Cheikhrouhou & Kharat (2017) underlines that the impact of the trading fees and 

liquidity aspects have a higher influence on the investors of banking stock. The bid ask spread has 

reduced considerably whereas the liquidity potential of these stocks is high.  
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Benefits of Banking Stocks : Mihajat (2016) outlines that the banking stocks has enhanced 

liquidity in the MSM market. The ability to execute timely orders is an advantage for the banking 

stocks. The trading volumes of the banking stock is high in the MSM market and therefore reduced 

bid ask spread is apparent in the market.  

 

Arab Stock Markets : Sharma & Sharma (2017) states that the Arab emerging market exchanges 

have grown with the help of cross border consolidations. However, there is weak regulatory 

framework and macroeconomic instability for the international investors. The researcher adds that 

this is the reason why the Arab exchanges are limited in size and liquidity. In UAE, there are three 

stock exchanges and they are the mirrors for the regional US exchanges. ADX and DFM are 

monitored by the Securities and Commodities Authority whereas the NASDAQ Dubai is regulated 

by the Dubai Financial Services Authority (Mihajat, 2016).  
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3. Analysis & Discussions :  

3.1 Trading :  

The trading activity of the MSM market should commence with proper price and volume measures.  

 

Table 2 : Yearly Stock Value Traded in the GCC Stock Markets (in Million U.S. $) 

 

Sources: Compiled from AMF, ADX; BHB; QSE; DFM; KSE; MSM and Tadawul. 

 

The researcher highlights that the MSM market has a considerable presence in the GCC stock 

exchange. However, the Saudi Stock Exchange is ranked at top whereas the MSM comes at the 6th 

position. Omani economy is dominated by Oil and gas exports but since few years the economy is 

diversifying. More emphasis is placed in the agriculture, service and tourism sector. The growth 

in these sectors will influence the banks and the banking stocks as well.  

 

Table 3 : Yearly Stocks Value Traded in the GCC Stock Markets (in US $ Million) 

 

Sources: Compiled from AMF, ADX; BHB; QSE; DFM; KSE; MSM and Tadawul. 
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The above table also reflects that annual stock values of the mentioned stock exchanges. Muscat 

Securities Market is ranked at 5th position whereas the Saudi Stock Exchange is at the 1st position.  

 

Table 4 : Yearly Volume of Share Traded in the GCC Stock Markets (in Million) 

 

Sources: Compiled from AMF, ADX; BHB; QSE; DFM; KSE; MSM and Tadawul. 

 

The above table also reflects that the yearly volume of shares traded in various GCC stock markets 

are increased since 2010. Muscat Securities Market holds 5th position whereas the Dubai Financial 

Market is at the 1st position. Dubai Financial Market has a large portion of derivative contracts that 

makes it an attractive market for the institutional buyers and suppliers.  

 

Table 5 :Annual Number of Transactions in the GCC Stock Markets 

 

Sources: Compiled from AMF, ADX; BHB; QSE; DFM; KSE; MSM and Tadawul. 

 

The largest number of transactions are attributed to the Saudi Stock Exchange whereas MSM has 

ranked 6th in the GCC pertaining to the number of transactions.  
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Table 6 : Market Capitalization of Banking Stock (in Million U.S. $) 

 

Sources: Compiled from AMF, ADX; BHB; QSE; DFM; KSE; MSM and Tadawul. 

 

The market capitalization of the banking stock also reflects a higher turnover of Saudi Stock 

Exchange as compared to other six stock exchanges in the GCC region. The banking stocks in 

MSM is at the 6th position as compared to its counterparts in the GCC region.  

 

Table 7 : Number of Days Traded every year 

 

Sources: Compiled from AMF, ADX; BHB; QSE; DFM; KSE; MSM and Tadawul. 

 

The GCC stock markets reflects that the Dubai Financial Market has the highest number of traded 

days in a year as compared to other markets. Muscat Securities Market stands at the 6th position 

for the same.  
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3.2 Portfolio risk of banking Stock of MSM :  

Seccareccia (2017) underlines that the portfolio risk plays a critical role in the stock market for the 

banking stocks. The risk assessment and management is an important factor for portfolio 

optimization of banking stocks. There are many alternative risk measures to overcome the 

drawbacks of the variance. The first mathematical model given by Markowitz considers both the 

aspects, viz minimization of risk and maximization of returns (Farooqi & Iqbal, 2017). This model 

is highlighted in a linear optimization model where the returns of the portfolio are multivariate and 

is equivalent to the mean variance model. This is based on the absolute deviation. The researcher 

paper will investigate and compare the banking stocks with that of the MSM 30 share index. The 

effects of changes in the stock markets will also be indicated. The researcher has taken the 

historical data as the basis for the analysis.  

 

3.3 The Pedagogy :  

The research work is based on two steps, viz  

a. To choose important indicators that influences the stock market index.  

b. To use the chosen indicator for analysis (minimization of risk at an optimum level of 

return).  

 

The inputs will be indicators of the banking stocks in the Muscat Securities Market. The output 

will be the stock market and the economy as a whole. The following formula will be used for the 

stock market index:  

 

 

For each of the asset, the returns expectations for n assets are indicated by  

 

 

Where 

 n = the number of banking securities  

 wi = the ratio of funds invested in the security i.  

 ri, rp = these are the returns on ith security and p portfolio  
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 E() = the variable expectation in () 

 Pi = the price of the ith security and p portfolio  

 

Assume that the portfolio has n assets with the returns in terms of Ri, where i is 1 …. n. 

Risk Measures – Mean Variance  

 

Markowitz has emphasized on the mean variance as the measure of risk. The Markowitz model 

recognizes the theory of financial economies. The mode describes the following equation :  

 

 

Where 

 Ri  = the return on asset i 

 Wi = the weighted aspect of the asset I  

 Wj = the weighted component of the asset J 

Pij = the correlation coefficient between return on securities i and ri;  

the rates of return on security j, rj.  

 Ϭ i = standard deviation of ri 

 Ϭ j =  standard deviation of rj 

 n =  number of banking securities  

 E = the target expected return  

 

In the above equation, the first constraint refers to the expected return on the given portfolio and 

the second constraint refers to the weights of the chosen banking securities in the portfolio.  

 

Mean Absolute Deviation :  
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The researcher has used the model emphasized by Konno and Yamazaki linear programming 

model for the portfolio optimization whereby the risk measure is the mean absolute deviation or 

MAD. The give model calculates the minimized MAD of the portfolio subject to the lower returns.  

 

 

 

 

The chosen variables are same as in the earlier model.  

 

Conditional Value at Risk (CVAR) :  

The risk reduction technique uses the probability that the portfolio will be exposed to huge losses. 

This is often referred to as Mean Excess Loss, Mean Shortfall or the CVAR. This model was 

presented by Rockafellar and Uryasev. It calculates the value at risk (VaR). The following equation 

reflects the model :  

 

 

 

 

 

The alpha α for the model is 0.9 or 0.95.  

 

3.4 Model Analysis :  

The chosen data was taken from the daily stock market indices for a duration of 664 days starting 

on 21st December 2014 until 15th June 2017. The chosen stock market is the Muscat Securities 

Market.  
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The banking stocks chosen for the model are :  

a. Bank Muscat – conventional bank with Islamic window banking  

b. Bank Sohar - conventional bank with Islamic window banking 

c. Bank Dhofar - conventional bank with Islamic window banking 

d. HSBC Bank Oman – conventional bank  

e. National Bank of Oman - conventional bank with Islamic window banking 

f. Al Izz Bank – Islamic bank  

g. Bank Nizwa – Islamic bank  

 

3.5 The Algorithm of the Model :  

Model 1  : 

Step 1  : firstly find the mean, standard deviation and the variance of the chosen indicates (banking 

stock ) and that of the 30 share index of MSM.  

Step 2 : Start with the portfolio weight 

Step 3  : Compute the portfolio general stock market index, mean variance and standard deviation  

Step 4 : Calculate the minimum variance portfolio  

 

Model 2 : MAD  

Step 1 : calculate the mean, standard deviation and the variance of the banking indices and the 30 

share index of the MSM. Calculate correlation coefficient and covariance.  

Step 2 : assume portfolio weights  

Step 3 : compute the minimum variance portfolio  

Step 4 : calculate the range of portfolio weights of the risky assets to range the optimized level 

 

Model 3 : CVAR  

Step 1  : calculate mean, standard deviation and variance of the banking indices and the 30 share 

index of MSM 

Step 2 : assume portfolio weights  

Step 3  : compute minimum variance portfolio  

Step 4 : range the portfolio weights and highlight the risky assets to reach the optimized level.  
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4. The Results :  

Portfolio Risk with Assuming fixed returns 

Country : Oman; Stock Market : Muscat Securities Market  
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5. Discussion and Conclusion :  

1. The concept of expressing 30 share index of Oman in terms of banking indicators is 

identified.  

2. This research takes into consideration three different models for comparing banking stock 

with that of 30 share index of MSM and chosen country indices.  

3. The research has introduced a new mechanism to calculate the risk level of the banking 

stock and to optimize their returns.  

4. The main conclusion is that the three models chosen are having approximately the same 

results.  

5. The researcher recommends that the use of simplest model propounded by Markowitz 

(MV) is more applied and practical.  

 

References :  

References for the Model  

1. Markowitz, H. (1952) "Portfolio Selection," Journal of Finance, Vol. 7, No. 1, March 1952, 

pp. 77-91. 

2. Markowitz, H. (1959) Portfolio Selection: Efficient Diversification of Investments, , John 

Wiley & Sons, Inc.  

3. Konno, H., and H, Yamazaki. (1991) Mean absolute deviation portfolio optimization 

model and its applications to Tokyo Stock Market, Management Science, vol.37,No.5, may 

1991, pp.519-531.  

Other References  

1. Mihajat, Muhammad Iman Sastra (2016) Macro-prudential Supervision in the Indonesia 

Financial Services Authority (OJK) and the Role of Sharia Board: A Proposed Framework. 

Journal of Islamic Banking & Finance. Oct-Dec2016, Vol. 33 Issue 4, p72-85. 14p. 

2. Seccareccia, Mario (2017) Which Vested Interests Do Central Banks Really Serve? 

Understanding Central Bank Policy Since the Global Financial Crisis. Journal of Economic 

Issues (Taylor & Francis Ltd). Jun2017, Vol. 51 Issue 2, p341-350. 10p. 

3. Farooqi, Md. Rashid & Iqbal, Naiyar (2017) Effectiveness of Data mining in Banking 

Industry: An empirical study. International Journal of Advanced Research in Computer 

Science; May/Jun2017, Vol. 8 Issue 5, p827-830, 4p. 



18 
 

4. Yuan-Duen Lee; Chiu-Chuan Lin; Min-Tzu Chen & Chen-Fen Huang (2017) The Impact 

Of Social Support On Job Performance: The Empirical Study Of Mediating And 

Moderating Effects Of Related Variables. International Journal of Organizational 

Innovation. Jul2017, Vol. 10 Issue 1, p290-317. 28p. 1 Diagram, 14 Charts. 

5. Raut, Rakesh; Cheikhrouhou, Naoufel & Kharat, Manoj (2017) Sustainability in The 

Banking Industry: A Strategic Multi-Criterion Analysis. Business Strategy & the 

Environment (John Wiley & Sons, Inc). May2017, Vol. 26 Issue 4, p550-568. 19p. 

6. Sharma, Shraddha & Sharma, Geeta (2017) Income Diversification: A Study on Indian 

Banking Industry. IUP Journal of Bank Management. Aug2017, Vol. 16 Issue 3, p41-58. 

18p. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


