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Abstract

Introduction: Islamic debt securities (Sukuk) are recognized as key financial instruments
in Islamic countries, with their efficiency being highly dependent on the degree of informa-
tion transparency. Malaysia has achieved notable success through the establishment of in-
dependent regulatory frameworks and transparent disclosure systems, whereas Iran contin-
ues to face substantial challenges in information disclosure and institutional effectiveness.
Purpose: This study conducts a comparative analysis of the impact of information trans-
parency on the development of Islamic debt markets in Iran and Malaysia. The primary
objectives are to measure the effects of transparency using a composite index, assess the
moderating role of institutional maturity, and propose policy recommendations aimed at
improving market efficiency in emerging Islamic financial markets.

Methodology: This comparative study utilizes panel data covering the period 2010-2024
to examine the effect of information transparency on market depth while controlling for
key macroeconomic variables. A composite transparency index is constructed based on
three dimensions: financial disclosure, data accessibility, and reporting transparency. The
data are analyzed using panel regression techniques with appropriate econometric controls.
Findings: The results indicate that information transparency has a positive and statistically
significant effect on market depth in Iran, whereas its impact in Malaysia is negligible due
to the already high level of transparency. Macroeconomic variables exhibit rational and
expected behavior in Malaysia, while in Iran their effects are distorted by discretionary and
administrative interventions. The structural divergence between the two markets highlights
institutional maturity as the principal factor underlying their differing performance.
Conclusion: Enhancing information transparency and implementing institutional reforms
are essential prerequisites for the development of Iran’s Islamic debt market. Establishing a
centralized disclosure platform, strengthening independent supervisory authorities, and en-
forcing mandatory credit ratings constitute practical policy measures inspired by Malaysia’s
experience. Such reforms can improve investor confidence and deepen the market, while
future research may explore the role of digital technologies in further enhancing transparency.
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Abstract Extended

1. Introduction

In recent years, Islamic bonds (Sukuk) have become crucial financing tools
in Islamic countries. While Malaysia has succeeded through transparent regula-
tory frameworks and digital systems like BondInfo Hub, Iran faces challenges
in information disclosure and supervision. This study examines how differing
transparency levels affect Sukuk market depth in both countries) 2010-2024).

Using a Composite Transparency Index and panel data regression, the re-
search analyzes transparency’s impact while controlling for macroeconom-
ic factors. Results show transparency significantly boosts market depth in
Iran’s developing market, while its effect is negligible in Malaysia’s mature
market where transparency is already high.

The findings highlight institutional maturity as key to market develop-
ment. For Iran, establishing transparent disclosure systems and independent
regulators is essential. This research offers policymakers practical insights to
enhance transparency and develop Islamic debt markets through institutional
reforms.

2. Methodology Research

This comparative study analyzes the impact of information transparency
on Islamic bond market depth in Iran and Malaysia (2010-2024). The re-
search employs a panel data regression model where market depth serves as
the dependent variable, transparency as the main independent variable, and
economic growth, inflation, and interest rates as control variables.

A composite transparency index was developed measuring three key di-
mensions: quality of financial disclosure, accessibility of trading data, and
corporate reporting transparency. Data was collected from official national
and international sources, with panel regression used for analysis.

To ensure statistical reliability, various diagnostic tests addressed het-
eroskedasticity, autocorrelation, and multicollinearity. The Hausman test de-
termined the appropriate model specification for each country. This rigorous
methodology enables valid comparison between two countries with distinct
institutional structures, effectively isolating transparency’s effect on market
development while controlling for macroeconomic factors.

3. Findings Research
The comparative analysis reveals a significant institutional gap between
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Iran and Malaysia. Malaysia’s advanced regulatory framework, mandatory
credit ratings, and digital platforms like BondInfo Hub have created a trans-
parent, deep market. Conversely, Iran’s market suffers from weak disclosure
practices and dependent regulatory bodies, limiting investor confidence.

Regression results show transparency significantly boosts market depth in
Iran, acting as a primary catalyst in developing markets. However, in Malay-
sia’s mature market, transparency shows no significant effect, having already
reached an optimal level where other macroeconomic factors dominate.

Control variable analysis confirms market maturity differences. Interest
rates negatively affect Malaysia’s market depth, aligning with financial the-
ory, while showing no impact in Iran due to administrative interventions.
Economic growth correlates with market depth in Malaysia but not in Iran,
reflecting structural instability.

The findings underscore institutional maturity as the key differentiator.
Transparency serves as a fundamental driver in emerging markets like Iran,
while becoming embedded infrastructure in advanced markets like Malay-
sia, where conventional economic variables take precedence in explaining
market depth variations.

4. conclusion

This research demonstrates that institutional development and informa-
tion transparency play decisive roles in the depth and efficiency of Islamic
bond markets. While transparency acts as a key driver of market develop-
ment in lran’s emerging market, its effect becomes secondary to other mac-
roeconomic factors in Malaysia’s mature, institutionalized market.

Key findings reveal transparency significantly enhances market depth in
Iran but shows no significant impact in Malaysia due to its already high
transparency levels. Malaysia’s market responds logically to macroeconom-
ic variables, whereas Iran requires fundamental reforms in its regulatory
structure.

Based on Malaysia’s successful experience, policy recommendations for
Iran include establishing a centralized disclosure system, strengthening inde-
pendent regulatory bodies, making credit ratings mandatory, and standardiz-
ing financial reporting according to international standards.

The study acknowledges limitations in its timeframe and suggests fu-
ture research could expand to other Islamic countries and examine emerging
technologies” impact on market transparency. Ultimately, enhancing trans-
parency and institutional reform emerge as essential prerequisites for devel-
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oping Iran’s Islamic debt market.
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