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Abstract 
 

 

This document is an attempt to assess the performance of Islamic and conventional mutual funds in the 
Moroccan market from 2012 to 2017. Mutual funds have enjoyed increasing popularity and growth rates. 
Mutual funds are popular because they allow small investors to easily invest their money in a diversified 
portfolio of securities. For example, the fund evaluation process allows investors to learn more about the 
funds and their performance. How can an investor choose rationally in which Investment Fund to invest his 
savings? Is the expected return sufficient to assess the performance of a fund? Do traditional risk-adjusted 
measures provide an overall assessment for the performance of funds? Through this work, we try to present 
an answer to these questions, and we also present the theoretical pillars and performance assessment tools. 
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Introduction 
 

The Muslim world is today featured by a deep movement of renewal that manifests itself in a deep desire of 
Muslim societies to conform to the fundamental values of Islam (M. Kabir and K. Lewis 2007). Islam is a religion 
that unites the spiritual and temporal aspects of life; it governs not only an individual's relationship with God, but 
also human relations in social and financial circles (levy 2012). Thus, Sharia, or Islamic law, is part of the cultural, 
social and behavioural identity of every Muslim. The application of Sharia law to investment management is not a 
new phenomenon. Previously, Muslims were able to establish a financial system without interest for mobilizing 
resources to finance productive activities and consumer needs, which had functioned effectively for centuries 
(Guéranger 2009). As Muslim societies became increasingly sophisticated and their financing needs became more 
complex and Islamic thinking stagnated. Lately, the Islamic financial system has been gradually replaced by the 
interest-based system (Ala'a Abdul Hadi 2000) (Usmani 2002) . The growing desire of Muslims to adapt their modern 
economic and financial activities to the religious values and beliefs that are dear to them has led to a growing interest 
in investment vehicles approved by Islam (Abul and Sabur 2018). The wider acceptance of equity investments by 
Shari'ah scholars in the early 1990s paved the way to launch mutual funds that operate in compliance with the ethical 
guidelines of the Islamic law (Hassan, Girard, and others, 2012). According to a global database, Global Islamic 
Fund, there are currently 536 active funds. The five most popular countries to manage a global Islamic fund strategy 
are Malaysia (158 funds), Saudi Arabia (67 funds), Kuwait (49 funds), United Arab Emirates (47 funds) and Pakistan 
(31 funds) at the end of 2015. In Morocco, the mutual fund market is growing slowly, with a total of four funds. The 
first Islamic fund in Morocco was launched in 1996 by Attijari Wafa Bank. It is the Mutual Fund " Al Musharaka ". 
Attijari Wafa Bank is the market leader in Islamic funds with a number of three funds: "FCP CAP Al Musharaka "" 
FCP Attakafoul ", and " Patrimony Al Moussahama ". More recently, we are witnessing the creation of a new Islamic 
fund; the mutual fund "Al Badil Chaabi Asshoum", which was created in 2009 and managed by Upline Capital 
Management.  
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Al Musharak was created in 1996 and managed by Wafa Gestion; the fund's investment policy consists of 

excluding from its portfolio any title that is not eligible in relation to the precepts of Islam: the banking, finance, 
insurance and spirits sectors. Attijari Al Musharaka is made up of 100% selected actions according to ethical criteria. 
Attakafoul was founded in 2001 and is managed by Wafa Management, a charitable foundation. Subscribers to the 
units issued by this fund undertake irrevocably to pay to charitable works and/or works of general interest. Al 
Moussahama wealth was created in 2000 and managed by Wafa Management. The FCP forbids investing in securities 
of companies having a financial activity (banks and finance companies) or whose activity is not in accordance with 
Islamic morality. Al Badil Chaabi Asshoum was created in 2009 and managed by Upline Capital Management. The 
FCP Al BADIL CHAABI ASSHOUM will be issued by companies with industrial and commercial activities, 
excluding companies operating in the traditional financial sectors, holding, breweries, hotels, games, armaments, 
entertainment, tobacco and biotechnologies. Despite the increasing attention of practitioners on Islamic mutual 
funds, to the authors ' knowledge, there has not yet been research on the performance of these funds and their 
performance relative to conventional funds. This study aims to assess the performance of Islamic mutual funds and 
conventional investment funds in Morocco. 
 

2. Literature Review 
 

The Islamic mutual fund market is one of the fastest growing sectors of the Islamic financial system. Yet, 
compared to the mutual fund industry in general, Islamic mutual funds are still in their early stages of growth and 
development, most of which have been there for less than a decade. Islamic funds are quite diverse for a young 
industry (Fikriyah, Taufiq, and Shamsher 2007). A mutual fund is a trust that pools the savings of a number of 
investors who share a common financial goal together (Coggin, J. Fabozzi, and Shafiqur 1992). The money raised is 
then invested in capital market instruments such as stocks, debentures and other securities. The income from these 
investments and the realised gains are shared by the unit holders in proportion to the number of shares they hold. 
For example, a mutual fund offers the opportunity to invest in a diversified and professionally managed basket of 
securities at a relatively low cost (Ludovic and Oliver 2006). When the managers of the conventional mutual fund 
intend to make an investment, they can freely choose between indebted and profitable investments and invest in all 
available sectors (Elgari 2011). On the other hand, an Islamic mutual fund must be carried out, filtering to ensure 
that the level of compliance with the Sharia of the underlying company is acceptable (Hassan, Girard, and others 
2012). Screening is essentially applied at two levels, namely commercial activity and financial structure (Mentel, 
Brożyna, and Szetela 2017). It is important to remember that screening is applied not only at the time the investment 
decision is made, but also after the investment is made on a regular basis to ensure that the target companies are still 
in compliance with the Sharia (Hussein 2004) (Grzegorz and Horváthová 2016). The purpose of filtering commercial 
activities is to exclude investments by companies working in non-Sharia activities or products such as companies that 
produce, sell, trade, slaughter, and distribute pork products, companies that promote pornography or entertainment 
such as movies and theatre, gambling businesses such as casinos, lotteries and Internet gambling, companies active in 
the field of defence or armaments industry and companies active in tobacco or alcohol (this includes producers, 
sellers and distributors).  
 

While some activities are very easy to control, others are more difficult to determine accurately. Many halal 
companies such as grocery stores, supermarkets, airlines, hotels and restaurants may derive part of their profits from 
prohibited activities such as the sale of alcohol (Rafay Javed Gilani, and Izhar 2017). In these cases, Muslim scholars 
generally allow Islamic funds to invest in such halal enterprises, provided that the income derived from this 
prohibited activity does not represent more than 5% of the total income of the companies and that the dividends 
received from investing in these prohibited activities, the enterprises are purified (Usmani 2007). Studies on the 
measurement of the financial performance of Islamic investment funds are few and far between. Elfakhani et al. 
(2005) study compared a sample of 46 international funds divided into eight sub-categories from 1997 to 2002. Their 
study focused on the governance, control, and marketing and operations management of Islamic investment funds. 
They concluded that the behaviour of Islamic funds did not differ from that of conventional indices. They also show 
that during recessions Islamic funds perform better. However, the results are different depending on the 
performance measure used and the reference market chosen (Marh for 2006). Hassan, Antoniou and Paudyal (2005) 
have been working on the performance and difference between Islamic and conventional investment portfolios. 
From 1996 to 2003, they looked at whether the selection of Islamic titles resulted in higher costs.  They concluded 
that there are no significant differences between Islamic funds and conventional index funds, both in terms of 
performance and in terms of costs (Abul, Antonios, and Krishna 2005). 
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In 2007, Abdullah et al. contributed to the above-mentioned literature by analyzing fourteen Islamic funds 

and fifty-one conventional funds in the Malaysian market from 1992 to 2001. They used many mathematical and 
financial tools such as Sharpe's ratio, Jensen's alpha, Modigliani's measure or the "market timing" method.  Their 
work concluded that Islamic Malaysian funds perform better relative to market downturns and that conventional 
Malaysian funds perform better in times of market upturns. In addition, conventional funds offer greater 
diversification than Islamic funds and the two types of funds studied are less efficient than the market portfolio. In 
2011, Mansor and Bhatti analyzed the performance of one hundred and twenty-eight Malaysian funds in the market 
and in conventional funds. They concluded that Islamic and conventional funds outperform the market and that 
Islamic funds perform better in times of market downturn (Fikriyah, Taufiq, and Shamsher 2007) (Fadillah and 
Bhatti 2011). 

 

Hakim and Rashidian (2002) examined the relationship between the DJIMI, the Wilshire 5000 and the risk - 
free interest rate - represented by the three-month Treasury bill over the period 1999-2002 using a co-integration and 
causality analysis. They found that the DJIMI is not correlated with either the Wilshire 5000 Index or the three-
month Treasury bill. The results also showed that variations in DJIMI are not caused by the Wilshire 5000 or the 
three-month Treasury bill. They concluded that the screening criteria adopted to eliminate non-compliant companies 
lead to an Islamic Index whose risk/return characteristics are unique and which are not affected by the general stock 
market. Hakim and Rashidian (2004) used a fixed assets valuation model (MEDAF) to examine how the Sharia index 
correlates with the Dow Jones World Index (DJW) and the Dow Jones Sustainability World Index (DJS). Their 
results showed that the DJIMI performed relatively well compared to the DJW, but that it performed poorly 
compared to the DJS (Hakim and Rashidian 2002) (Hussain et al. 2015).) 
 

3 Data and methodology 
 

Data sources on Islamic mutual funds are still very limited compared to their ethical or conventional 
counterparts. The Association of Moroccan management companies and Investment Funds(ASFIM),this database 
contains financial information in real time and in a historical way and annual reports on the performance of nearly 
half of the existing funds, periodic analyses of the sector, information on each fund and graphs of performance 
indicating the percentage change of the monthly VL (Liquidative value) of the fund and its relative representation of 
the market in a given year. In addition, we work on mutual funds (MCF) belonging to the category "shares" and 
having a history of more than 5 years and 10 months. We also visited Bank Al Maghrib's website to obtain historical 
data on the risk-free interest rate. In order to know which conventional funds or Islamic funds perform best, we will 
compare, over a period of 5 years from January 30th, 2012 to October 27th, 2017, their yields and risks and, 
subsequently, compare the ratio of Sharpe, Traynor and Alpha of Jensen. 
 

3.1. Performance measures and asset valuation models 
 

Traditional measures of performance are generally divided into two categories, conventional and risk-
adjusted. Conventional methods most often compare the performance of an investment portfolio with that of a 
broader market index. Risk-adjusted methods allow the adjustment of returns to account for differences in the level 
of risk between the investment fund and the benchmark portfolio. Even if this type of performance measurement is 
popular with investors and widely used in practice, it has theoretical shortcomings. The main ratios used in the 
performance assessment are Sharpe, Treynor, alpha Jensen and Information. 
 

a- Sharpe Ratio  
 

The Sharpe ratio (1966) was developed by Nobel laureate William F. Sharpe to measure risk-adjusted 
performance. This ratio calculates the risk premium of an investment portfolio by total risk. The risk premium, called 
the excess return, is the return on the portfolio less than the risk-free rate, usually measured by the yield on Treasury 
bills, while the total risk on the portfolio is the standard deviation of its return. 
S = (Rp - Rf) / σp 
With :  
 Rp: Portfolio return 
 Rf: the risk-free rate 
 σp :the portfolio standard deviation  
b- Treynor Ratio 
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Another widely used measure takes the name of its inventor, Jack Treynor, who, in 1965, established a 

relationship between excess returns and risk-free investments (i.e., Treasury bills). The Treynor Ratio measures the 
risk-adjusted performance of a fund or portfolio. Unlike Sharpe's ratio, Treynor's ratio uses market risk or systematic 
risk. 
T = (Rp - Rf) / ßp 
With : 
 Rp: Portfolio return 
 Rf: the risk-free rate 
 ßp: the beta of the portfolio 
The Sharpe and Treynor ratios classify performance measures that take into account certain types of risk; Sharpe uses 
total risk, that is, systematic risk plus "specific" risks, while Treynor uses only systematic risk, market risk. 
c- Jensen's alpha 
Developed by the American economist Michael Jensen in 1968, this model, based on the Capital Asset Pricing Model 
(CAPM), is used to determine the abnormal return on a security or portfolio relative to the expected theoretical 
return. Jensen's alpha, 43, attempts to explain whether an investment has posted a return above or below its beta 
value. The alpha is simply the interception of a regression of excess fund returns on excess market returns. 

αp = Rp - Rf + βp (RM - Rf) 
With : 
Rp: Portfolio return 
 Rf: the risk-free rate 
 RM: market performance 
 ßp: the beta of the portfolio 
 

3.2. Data analysis  
 

Table 1 presents the return and standard deviation of the 78 CPFs in the "shares" category calculated over a 
five-year and 10-month period. The calculation period is from January 30th, 2012 to October 27th, 2017 as 
aforementioned. 

Table 1. The return and standard deviation of the 78 CPFs 
 

 Name of fund Return Standard 

deviation 

1 FCP AL BADIL CHAABI ASHOUM 0,00522 0,05896 

2 ATTIJARI FINANCES CORP VALEURS 0,00505 0,05850 

3 FCP CAPITAL PARTICIPATIONS 0,00503 0,05875 

4 RMA PERFORMANCE 0,00501 0,06161 

5 FCP KENZ ACTIONS 0,00501 0,05882 

6 CNIA AL MOUSTAKBAL 0,00493 0,05891 

7 PATRIMOINE AL MOUSSAHAMA 0,00484 0,05896 

8 EMERGENCE PERFORMANCE 0,00483 0,05844 

9 WINEO ACTIONS 0,00482 0,05793 

10 CNIA AVENIR 0,00481 0,05788 

11 AFRICAPITAL EQUITY 0,00478 0,05872 

12 CAPITAL PERFORMANCE 0,00476 0,05757 

13 CDM PROFIL DYNAMISME 0,00471 0,05867 

14 ATTAKAFOUL 0,00471 0,05877 

15 WAFA ASSURANCE EXPANSION 0,00470 0,05850 

16 CIMR MOUBADARA 0,00469 0,05854 

17 PROFIL DYNAMIQUE 0,00462 0,05841 

18 ATTIJARI AL MOUCHARAKA 0,00462 0,05861 

19 CDG STRATEGIE 0,00461 0,05841 

20 CDM EXPANSION 0,00457 0,05856 

21 RMA EXPANSION 0,00457 0,05774 

22 ATLANTA AVENIR 0,00456 0,05830 

23 SOCIETE CENTRALE DE REASSURANCE-

INTEGRALE 

0,00449 0,05853 
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24 FCP OPPORTUNITES 0,00449 0,05851 

25 ATTIJARI PATRIMOINE VALEURS 0,00445 0,05855 

26 CAT ACTIONS 0,00445 0,05817 

27 AFG DYNAMIC FUND 0,00444 0,05837 

28 FCP AL IDDIKHAR CHAABI ACTIONS 0,00443 0,05865 

29 ALPHA DYNAMIC FUND 0,00443 0,05847 

30 ATTIJARI ACTIONS 0,00443 0,05858 

31 STAFF ACTION 0,00442 0,05862 

32 PATRIMOINE ACTIONS 0,00442 0,05849 

33 FCP ALISTITMAR CHAABI ACTIONS 0,00441 0,05875 

34 FCP CAPITAL SELECTION 0,00441 0,05872 

35 SG EPARGNE PLUS ACTIONS 0,00439 0,05838 

36 UPLINE VALEURS PLUS 0,00438 0,05864 

37 FCP CIMR THARWA 0,00438 0,05831 

38 CDG-ACTIONS 0,00437 0,05854 

39 CIH ACTIONS 0,00437 0,05843 

40 AXA PERFORMANCE 0,00436 0,05821 

41 CDG CROISSANCE 0,00436 0,05808 

42 UPLINE ACTIONS 0,00428 0,05874 

43 CNIA PERFORMANCE 0,00427 0,05818 

44 FCP MAROC ACTIONS 0,00425 0,05910 

45 FCP CAPITAL PROTECTION 0,00423 0,05875 

46 PALMARES FINANCIERES 0,00417 0,05821 

47 SAFAE 0,00416 0,05812 

48 SG EXPANSION 0,00415 0,05863 

49 EMERGENCE EQUITY FUND 0,00415 0,05844 

50 FCP MAROC INVESTISSEMENT  0,00410 0,05877 

51 BMCI EPARGNE VALEURS 0,00409 0,05832 

52 FCP CAPITAL ACTIONS 0,00408 0,05875 

53 FCP CAPITAL IMTIYAZ EXPANSION 0,00406 0,05875 

54 CFG PERFORMANCE 0,00405 0,05873 

55 BMCI SELECTION ACTION CROISSANCE 0,00404 0,05817 

56 FCP CAPITAL INDICE 0,00400 0,05875 

57 ATLAS AMBITION 0,00399 0,05834 

58 IRGAM STRATEGIE 0,00395 0,05835 

59 ATLAS PREMIUM 0,00394 0,05875 

60 FCP IRGAM ACTIONS 0,00392 0,05839 

61 CFG EMERGENCE 0,00391 0,05803 

62 RMA EQUITY MARKET 0,00390 0,05825 

63 RMA MULTISTRATEGIES 0,00389 0,05852 

64 CFG VALEURS 0,00389 0,05891 

65 SG ACTIONS PLUS 0,00382 0,05854 

66 BMCI SELECTION ACTIONS DIVIDENDES 0,00381 0,05837 

67 AD MOROCCAN EQUITY FUND 0,00378 0,05882 

68 FCP CAPITAL IMMOBILIER         0,00367 0,05875 

69 CNIA CROISSANCE 0,00366 0,05721 

70 MAROC VALEURS 0,00362 0,05868 

71 AXA-Avenir 0,00350 0,05761 

72 CDG RBA MOROCCAN FUND 0,00348 0,05843 

73 RMA DYNAMIQUE 0,00348 0,05808 

74 FCP CFG CONSTRUCTION 0,00337 0,05923 

75 SANAD PERFORMANCE 0,00335 0,05773 

76 WAFA ASSURANCE STRATEGIE 0,00307 0,06302 

77 FCP CASACTIONS 0,00279 0,05781 

78 FCP CAPITAL MAGHREB            -0,00357 0,05875 
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4.  Results and Discussions 
 

In table 2, we present the average return and the standard deviation of Islamic and conventional funds 
compared to the markets. 
 

 return standard deviation 

Islamic fund 0,4845% 0,05882 

conventional fund 0,4125% 0,05854 

market 0,4162% 0,05856 
 

In terms of yield, from Table 1 we can see that the funds "FCP Al BADIL CHAABI ASHOUM 
""PATRIMOINE AL MOUSSAHAMA" and "ATTAKAFOUL" occupy respectively the 1st, 7th and 14th positions 
and the other Islamic fund "ATTIJARI AL MOUCHARAKA" occupies the 18th position out of 78 funds. A simple 
reading of Table 2reveal that the average return of the market is 0.4162% and is lower than the average return of 
Islamic funds 0.4845%. Through this reading, we can say that Islamic funds have a relatively higher return compared 
to the market. We also note that the average yield of Islamic funds (0.4845%) is higher than the average yield of 
conventional funds (0.4125%). At the level of risk (standard deviation), it can be seen that the market has a risk of 
(0.05856) which is lower than the risk of Islamic funds (0.05882) which is higher than the risk of conventional funds 
(0.05854). It can be said that Islamic funds are riskier than conventional funds. Ratio Sharpe is calculated for each 
fund using the fund's average return and standard deviation and the average return on risk-free assets for the same 
period. Table 3 presents the results of the Sharp ratios calculated over a period of five years and 10 months from 
January 30th, 2012 to October 27th, 2017. 

Table 3. the results of the Sharp ratios 
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Table 4 and figure 1 provide a summary of the results of the SHARP ratios for Islamic funds, conventional funds 

and markets from 20012 to 2017. 
Table 4. summary of the results of the SHARP ratios. 

 

SHARP ratios 2012 2013 2014 2015 2016 2017 Average 

Islamic funds 0,0941 0,1201 0,1323 0,1254 0,1745 0,1546 0,1335 

conventional funds 0,0972 0,1182 0,1301 0,1192 0,1605 0,1449 0,1284 

market 0,0970 0,1183 0,1302 0,1195 0,1612 0,1454 0,1286 

Figure1. summary of the results of the SHARP ratios. 

 
The Sharp Ratio is calculated for each fund using the average return, the fund standard deviation, and the 

risk-free rate that corresponds to the same period. The Sharpe ratio represents the portfolio return based on total 
risk. While the value of the ratio is high, the performance of the fund is better. Over the entire analysis period, from 
2012 to 2017, the Islamic and conventional funds performed similarly. However, there are still slight differences 
according to the sub-periods analysed. If we compare the Sharpe ratio of each fund to the market, the four Islamic 
funds perform better than the conventional funds, and the Islamic funds perform better than the conventional funds 
compared to the market. Overall, from 2012 to 2017, Islamic funds and conventional funds had quite similar Sharp 
ratios. However, the Islamic fund had a ratio equal to (0.1335), higher than its conventional equivalent (0.1284). 
Thus, its return is better when we consider the risk-return ratio as measured by the Sharp ratio. The Treynor ratio 
represents the Excess Return of the portfolio based on systematic risk (beta). Beta measures the risk of an asset or 
portfolio in relation to the entire market or a benchmark. Table 5 presents the results of the calculation of the beta 
Coefficient. 

Table 5. the results of the calculation of the beta Coefficient. 
 

Beta 2012 2013 2014 2015 2016 2017 

fond islamic fund 0,135 0,865 0,013 0,574 0,149 1,662 

conventional fund 1,033 0,995 1,035 0,978 0,983 0,845 
 

According to the results shown in Table 5, we find that the Beta value is between 0 and 1 during the period 
studied, meaning that the Islamic and conventional funds increase less proportionally in market. Figure 2 shows the 
evolution of the Islamic fund and the evolution of the conventional fund. figure 2 . evolution of the Islamic fund and 
evolution of the conventional fund. 
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Table 6 and figure 3 present the results of the calculation of the Treynor ratios by fund category. 
Table 6. the results of the calculation of the Treynor ratios 

 

Treynor ratios 2012 2013 2014 2015 2016 2017 

Islamic fund -0,1565 -0,0250 -0,8737 -0,0113 0,0204 0,0013 

conventional fund -0,0200 -0,0220 -0,0113 -0,0075 0,0015 0,0007 

 
Treynor's ratio measures a portfolio's performance relative to the market. While Treynor's ratio is high, the 

portfolio associated with it has an attractive profitability compared to the risk incurred. figure 3. present the results of 
the calculation of the Treynor ratios From 2012 to 2015, we found that Treynor's Ratio is negative for both funds, 
meaning that conventional and Islamic mutual funds have returns lower than those of the risk-free assets. As 
previously noted, the two funds are not profitable from 2012 to 2015; however, the Islamic mutual fund has had 
better profitability from 2016 to 2017. Table 7 presents the results of the Treynor Ratios calculated over a period of 
five years and 10 months from January 30th, 2012 to October 27th, 2017 for each fund.  
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Table 7. The Results of the Treynor Ratios 
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Conclusion 
 

This study examines the performance of Islamic mutual funds to determine whether the application of 
Islamic investment guidelines in asset allocation and portfolio selection has had a negative effect on investor wealth 
in terms of risk-adjusted returns relative to the conventional fund. The results are fairly consistent across measures 
and benchmarks. Over the entire period studied, the two funds performed similarly. In general, the results suggest 
that there is no reward for the risk associated with investing in Sharia-compliant mutual funds, and thus following 
one's own belief in financial investment. Several limitations are encountered in this study, including the age of the 
study funds and the small sample size of four Islamic mutual funds that exists in Morocco. Another limitation is 
germane to the young age of Islamic funds and Islamic bond funds which are not represented in the study as none of 
them had more than two years of data. Therefore, the main conclusion of this article is that conventional investors 
can consider Islamic mutual funds in their portfolio collections, especially during periods of market downturns. 
However, it is still the investor's responsibility to filter the various mutual funds according to their performance, 
whether it is a conventional or Islamic. 
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