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Abstract:  
 

Purpose: This paper aims to develop propositions about the antecedents of market discipline 

of Sharia mutual funds.  

Design/Methodology/Approach: This paper elaborates some scholars, which have applied 

Theory of Planned Behaviour to predict financial behavior, for developing the propositions. 

Findings: This paper define market discipline of Sharia mutual funds as withdrawal 

behaviour that reflects investor sensitivity to excessive risks taken by fund managers from a 

behavioral perspective, that could be affected by pscyhological and social factors. 

Practical Implications: This paper proposes certain variables which can be employed as the 

determinants of market discipline, including Islamic financial literacy, financial risk 

tolerance, attitude towards withdrawal, subjective norms, perceived behavioural control and 

withdrawal intentions. 

Originality/Value: This paper fill a lack of studies which discuss market discipline from the 

perspective of behavioural finance.   
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1. Introduction 

 

Market discipline can generally be used to mitigate creditor risk due to excessive 

risk taking by banks. The asymmetric information that exists between the agent and 

the principal, or between lenders and borrowers in banking (Beck, Kunt & 

Merrouche, 2013), could create an agency problem (Min, 2015). Furthermore, such 

information could enhance the possibility of the existence of moral hazard 

(Stephanou, 2010). When moral hazard occurs, actions which are taken by agents 

will raise the level of risk for investors and increase default risk. To minimise default 

risk in banking, market discipline has been added as the third pillar of banking 

regulation. De Ceuster and Masschelein (2003) state that this is intended to facilitate 

monitoring by market participants  and also encourage banks to disclose information 

about risk management (Benink & Wihlborg, 2002). Therefore, Stephanou (2010) 

defines market discipline as the mechanism through which market participants 

monitor and discipline excessive risk-taking behaviour by banks.  

 

Most of the literature on market discipline measures the risk sensitivity of market 

participant using secondary data that reflect risk, return and market position (Gorton 

& Santomero, 1990). Market participants, who consist of depositors, shareholders 

and debt holders, may discipline risky banks, either by demanding higher returns or 

by withdrawing their deposits (Kunt & Huizinga, 1999; Stephanou, 2010). 

Therefore, studies on market discipline have predominantly been conducted by 

considering the conditions usually employed to examine the effectiveness of market 

discipline (Lane, 1993). 

 

The first condition that influences market discipline is deposit insurance 

(Khorassani, 2000; Kunt & Huizinga, 2004), both implicit (Milhaupt, 1999) or 

explicit (Gropp, Vesala & Vulpes, 2004) schemes. The impact of deposit insurance 

on market discipline is also measured based on its value (Laeven & Valencia, 2012) 

and design (Kunt & Huizinga, 2004). The second condition which has been proven 

to strengthen or weaken market discipline is capital structure. The measurement of 

this has focused on leverage (Calomiris & Powell, 2001; Merton, 1977) subordinated 

note debt (Sironi, 2003) capital buffers (Lindquist, 2003; Nier & Baumann, 2006) 

uninsured deposits (Baer & Brewer, 1986) and reverse convertible debt (Flannery, 

2005). The third condition which is considered to affect market discipline is 

information disclosure (Benink & Wihlborg, 2002; Febrian & Herwany, 2011; 

Goldstein & Sapra, 2014; Hosono, Iwaki & Tsuru, 2005; Lane, 1993; Nier & 

Baumann, 2006; Stephanou, 2010). The information which is provided in financial 

reports could be used to predict bank risk. Information disclosure is able to 

strengthen market discipline. These studies emphasise the fundamental factors in 

banking that reflect default risk. However, macroeconomic factors also contribute to 

systemic risk in banking (Levy-Yeyati, Peria & Schmukler, 2004; Levy‐Yeyati, 

Martinez Peria & Schmukler, 2010).   
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Moreover, based on the previous studies, most market discipline models have been 

developed in banking, although market discipline is not only required in the banking 

industry. Bettis and Donaldson (1990) state that market discipline is needed by 

almost all organisations to overcome efficiency problems, including those in the 

financial services industry, such as non-bank financial institutions (Hess & Feng, 

2007). Previous research has used the case of mutual funds (Dangl, Wu & Zechner, 

2006), insurance (Eling, 2012; Eling & Kiesenbauer, 2012) and even other non-

banking investments through markets that are yet to be well regulated (Soma, 

Primiana, Wiryono & Febrian, 2016). Nevertheless, there is a lack of studies on 

Sharia mutual funds, so this study will propose a theoretical paper about the 

determinants of market discipline amongst Sharia mutual funds investors.  

 

According to Kunt and Huizinga (1999) and Stephanou (2010), market discipline 

could be explored from the perspective of the withdrawal of investors’ funds, so this 

study defines market discipline as the withdrawal behaviour of investors in Sharia 

mutual funds. This construct reflects investor sensitivity to excessive risks taken by 

fund managers (Levy-Yeyati et al., 2004; Min, 2015). Dangl et al. (2006) state that 

investors in mutual funds could discipline fund managers by withdrawing their 

money whenever they feel dissatisfied with the investment management services 

provided. With reference to Abduh (2014), withdrawal behaviour in Islamic banking 

considers the issue of non-sharia compliance. Therefore, this research will also 

consider the withdrawal of Sharia mutual funds due to non-sharia compliance. 

 

Behavioural finance has emerged as an alternative approach to exploring investor 

behavior further (Ozmete & Hira, 2011) including explanation of withdrawal 

behaviour. Behavioural finance involves the role of psychological and social factors 

which influence investors’ decision-making (Kourtidis, Šević & Chatzoglou, 2011). 

To describe the factors which underpin decisions to withdraw Sharia mutual funds, 

this study reviews market discipline from a financial behaviour perspective. In 

measuring market discipline as withdrawal behaviour, reference is made to 

researchers who have predicted financial behaviour and described individuals’ 

perception of the factors determining such behaviour. Ajzen (1991) states that  

explaining human behaviour is not easy, because there are so many aspects involved, 

ranging from psychological processes to the background of the social conditions 

which influence the behaviour. Ajzen (1991) found that attitudes towards behaviour, 

subjective norms and perceived behavioural control influence the behavioural 

intentions and subsequently predict them.  

 

Previous research has employed several variables to determine behavioural 

intentions and financial behaviour, including past behaviour (East, 1993), risk 

tolerance (Croy, Gerrans & Speelman, 2010), financial risk tolerance (Magendans, 

Gutteling & Zebel, 2017), risk propensity (Alleyne & Broome, 2011), risk 

preference (Mahastanti & Hariady, 2014), planning importance and planning 

preparedness (Croy et al., 2010), financial literacy (Kennedy, 2013; 

Sivaramakrishnan, Srivastava & Rastogi, 2017), financial knowledge (Xiao, Tang, 
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Serido & Shim, 2011), subjective financial knowledge, perceived saving barriers, 

promotion focus, prevention focus, and perceived financial self-efficacy (Magendans 

et al., 2017) and satisfaction (Xiao & Wu, 2006). 

  

To fill the literature gap, this study is organised to develop a proposition that 

explains market discipline in Islamic financial services from the investor behaviour 

perspective. From the behavioural point of view, the study is concerned with 

understanding better the correlation between market discipline and certain 

behavioural variables, namely Islamic financial literacy, financial risk tolerance, 

attitudes towards withdrawal, subjective norms, perceived behavioural control and 

withdrawal intentions. Consequently, the study develops a theoretical paper about 

the determinants of market discipline from the perspective of financial behaviour, in 

order to capture withdrawal behaviour amongst Sharia mutual funds investors.   

 

2. Literature Review 

 

The concept of market discipline has been widely discussed in banking, but not been 

clearly defined (Flannery, 2001). It is generally understood as a situation in which 

agents face costs that are positively related to risks that banks must take, and to react 

to these costs (Berger, 1991). Therefore, the basic issue in market discipline is to 

examine whether the risk (as measured by various financial ratios) is significantly 

related to the movement of equity and bond prices. If the two are related, then it 

could be said that market discipline exists (Gorton & Santomero, 1990).  

 

Market discipline in banking is generally observed from the reaction of shareholders, 

creditors and depositors (De Ceuster & Masschelein, 2003; Martinez Peria & 

Schmukler, 2001). According to Levy-Yeyati et al. (2004), depositors’ reactions to 

risk can be seen through two approaches: the quantitative and the price approach. 

The quantitative approach observes depositors’ risk sensitivity through the 

withdrawal behaviour of their deposits, while the price approach considers the 

presence of market discipline through changes in equity price or debt yields.  

 

Min (2015) explains that market discipline exists to reduce risk through two main 

effects. First, investors react toward banks’ exessive risk taking by withdrawing their 

funds and/or demanding higher returns on their investments. Second, this market 

reaction will help regulators to identify risky banks and use price changes as a signal 

of liquidity risk. Regulators can take certain actions to prevent systemic risk. 

Depositors and other investors may discipline risky banks by either demanding 

higher deposit interest rates or withdrawing their savings (Bertay, Kunt & Huizinga, 

2013; Kunt & Huizinga, 1999; Stephanou, 2010). Eling (2012) states that market 

discipline could be categorised as either direct or indirect. Depositors and investors 

directly influence bank management, who take risky decisions to control banks’ 

default risk.  Therefore, market discipline could be distinguished in two ways: the 

ability of investors to monitor changing conditions in banks, and the ability to 

influence the decisions taken by the banks (Bliss & Flannery, 2002; Flannery, 2001). 
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Previous research has considered market discipline measured by deposit withdrawals 

to reflect market participants’ risk sensitivity (Febrian & Herwany, 2011; 

Khorassani, 2000). However, such measurement based on deposit withdrawal or 

growth has  not been able to explain the motivational factors considered in this 

behaviour. Therefore, this study defines market discipline as withdrawal behaviour 

from the perspective of behavioural finance, which reflects investors’ risk sensitivity 

in punishing fund managers as a consequence of the excessive risk they have taken.  

 

One of the theories that can be used to predict and understand the factors that 

determine behaviour is the Theory of Planned Behavior (TPB) (Ajzen, 1991). 

Ozmete and Hira (2011) state that the reasons for using TPB are that it can 

determine one’s opinion in translating financial behaviour and in considering the 

pre-conditions (opportunities, resources, skills) required for displaying certain 

behaviour. In addition, the robustness of TPB has been empirically proven to be able 

to predict various human behaviours (Croy et al., 2010).  

 

The focus of TPB is on the factor of the intention to display certain behaviour, which 

is reflected in how hard an effort people make to do this. Intention captures the 

motivational factors, which are determined by variables including attitude toward 

behaviour, subjective norms, and perceived behavioural control. In fact, behaviour is 

also determined by a non-motivational factor called perceived behavioural control, 

which is defined as the availability of resources and opportunities, such as time, 

money and skills. Furthermore, individuals’ intention and perceived behavioural 

control interact in influencing their behaviour (Ajzen, 1991).  

 

TPB, which can predict financial behaviour or financial decisions, as well as 

determine intention, has been widely applied in previous research; for example to 

determine the intention to buy mutual funds (Schmidt, 2010), to invest (Ali, Zani & 

Kasim, 2014; Sondary & Sudarsono, 2015), to save (Widyastuti, Suhud & Sumiati, 

2016), and to use e-tax service systems (Sondakh, 2017). Several studies as an 

extension of TPB have been conducted to predict behaviour, such as participation in 

the stock market (Sivaramakrishnan et al., 2017), withdrawal behaviour in Sharia 

banking (Abduh, Duasa & Omar, 2011), investment behaviour (Xiao et al., 2011), 

financing decisions in family firms (Koropp, Kellermanns, Grichnik & Stanley, 

2014) and use of risky credit (Xiao et al., 2011). However, to the best of our 

knowledge, no studies have measured market discipline (as withdrawal behaviour) 

with regard to Sharia mutual funds. Due to the limitation of literature on market 

discipline in accordance with the research purposes, this study refers to the previous 

research about intention and financial behavior or decisions. Applying the TPB, 

withdrawal behavior will be observed using this theory.   

 

According to Ajzen (1991), the main variables in TPB (attitude towards behaviour, 

subjective norms, and perceived behavioural control) may be broken down, 

rearranged, and even extended to prove and explain various behaviours. The first 

main variable of TPB, attitude toward behaviour, is described as an  individual’s 
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evaluation of the outcomes of certain behaviour (Ajzen, 2002). According to 

Sivaramakrishnan et al. (2017), attitude towards behaviour can be broken down into 

performance perceptions, the hassle factor, risk aversion and perceptions of 

regulators. In addition, attitude is sometimes defined as people’s attitude towards 

objects, as reflected in several specific concepts including attitude toward risk 

tolerance and planning horizon, and credit attitude (Rutherford & DeVaney, 2009).  

 

Moreover, Magendans et al. (2017) operationalise attitude into the concept of 

financial risk tolerance. The second main variable of TPB, subjective norms, have 

been conceptualised in several studies as social influences (Ali et al., 2014), peer 

and family influence (Jamal, Ramlan, Karim & Osman, 2015), perceptions of family 

norms (Koropp et al., 2014), parental and friend norms (Xiao et al., 2011) and 

subjective saving norms (Magendans et al., 2017). The construct of subjective norms 

assesses the social pressures of individuals to display certain behaviour or not 

(Ajzen, 1985). The third main variable of TPB, perceived behavioural control 

(PBC), is also operationalised in many different constructs. PBC describes the 

availability of resources and opportunities that support individuals in manifesting 

certain behaviour (Ajzen, 1991). Sivaramakrishnan et al. (2017) employed various 

constructs to explain PBC, including objective and subjective financial literacy, 

financial well-being, and financial advisory support. Other studies have defined PBC 

as self-efficacy (Sondary & Sudarsono, 2015), perceived financial self-efficacy 

(Magendans et al., 2017) and financial self-efficacy (Xiao et al., 2011). PBC could 

be interpreted as a barrier to exerting particular behaviour, hence some studies have 

used financial controllability (Xiao et al., 2011) and perceived barriers to saving 

(Magendans et al., 2017) in measuring PBC. 

 

Previous studies have employed different variables to determine financial behaviour 

as an extension of the TPB model. These include past behaviour (East, 1993), risk 

tolerance (Croy et al., 2010) or financial risk tolerance (Magendans et al., 2017), 

risk propensity (Alleyne & Broome, 2011) or risk preference (Mahastanti & 

Hariady, 2014), the importance of planning and  planning preparedness (Croy et al., 

2010), financial literacy (Kennedy, 2013; Sivaramakrishnan et al., 2017) or financial 

knowledge (Xiao et al., 2011), perceived saving constraints and regulations 

(Magendans et al., 2017) and satisfaction (Xiao & Wu, 2006). Therefore, the 

purpose of this study is to develop a theoretical paper that explains the antecedent of 

market discipline as an extended model of the theory of planned behaviour by 

adding two variables, namely financial risk tolerance and financial literacy.   

 

3. Propositions 

 

This study conceptualises market discipline as the withdrawal behaviour of Sharia 

mutual funds investors. Because of the limited literature on market discipline 

relating to the research purposes, the study refers to previous research on intention 

and financial behaviour. The following section describes the relationship between 

each variable in explaining market discipline. 
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3.1 The Impact of Islamic Financial Literacy on the Intention to Withdraw 

Funds  

 

Financial literacy is one kind of human capital that is needed when someone makes a 

financial decision. Huston (2010) defines it as a measure of the degree to which one 

understands key financial concepts and possesses the ability and confidence to 

manage personal finances through appropriate short-term decision-making and 

sound, long-range financial planning, while remaining mindful of life events and 

changing economic conditions. Sivaramakrishnan et al. (2017) found that subjective 

and objective financial literacy has a direct impact on the intention to participate in 

the stock market. As the subject of this study is the behaviour related to the 

withdrawal of Sharia mutual funds within the context of non-sharia compliance, 

financial literacy is conceptualised as Islamic financial literacy, adapted from 

Hidajat and Hamdani (2017) and Antara, Musa and Hassan (2016).  

 

Proposition 1:  Islamic financial literacy has a positive impact on the intention to 

withdraw the investments of Sharia mutual funds. 

 

3.2 The Impact of Financial Risk Tolerance on the Intention to Withdraw 

Funds 

  

Factors which have been proven to influence intention are risk propensity (Alleyne 

& Broome, 2011) or risk preferences (Mahastanti & Hariady, 2014). Risk propensity 

has a positive influence on the intention to invest in shares or to start a new business 

(Alleyne & Broome, 2011). Some researchers have used different terms in 

measuring the risk preference of investors, including risk aversion (Bucciol, Miniaci 

& Pastorello, 2017), risk propensity (Alleyne & Broome, 2011), risk tolerance 

(Chatterjee, Fan, Jacobs & Haas, 2017) and financial risk tolerance (Cooper, 

Kingyens & Paradi, 2014; Kannadhasan, 2015). This study uses the term financial 

risk tolerance to explain the willingness of potential investors to bear losses from 

their investments (Grable & Lytton, 1999). The financial risk tolerance that 

describes an investor’s risk profile is one of the psychological factors developed to 

explain the intention to withdraw funds. This study proposes that:  

 

Proposition 2: Financial risk tolerance is predicted to have a negative influence on 

the intention to withdraw investments of Sharia mutual funds.  

 

3.3 The Impact of Attitude towards Withdrawal on the Intention to 

Withdraw Funds 

 

Previous studies have proven that one’s attitude toward behaviour has a significant 

direct effect on intention (Ali et al., 2014; Alleyne & Broome, 2011; East, 1993; 

Kennedy, 2013; Sondakh, 2017). Abduh et al. (2011) explain that the attitude 

towards withdrawal affects the intention to withdraw funds from saving deposits in 

Islamic banks. Using the concept of the intention to invest, East (1993), Alleyne and 
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Broome (2011), Ali et al. (2014) and Sondary and Sudarsono (2015) found that 

attitude towards behaviour has a positive impact on the intention to invest. In other 

words, if investors have a favourable attitude towards investment behaviour, they 

will tend to have a high intention to invest. With reference to previous work, this 

study posits that: 

 

Proposition 3: Attitude toward withdrawal is predicted to have positive impact on 

the intention to withdraw the investments of Sharia mutual funds. 

 

3.4 The Impact of Subjective Norms on the Intention to Withdraw Funds  

 

Some studies have shown that all the main variables in TPB have an impact on the 

intention to invest (Alleyne & Broome, 2011; East, 1993), including subjective 

norms. These norms have been broken down into several sources of social influence, 

including friends’ and parental norms (East, 1993; Xiao et al., 2011), family and 

peers (Jamal et al., 2015) and significant others (Alleyne & Broome, 2011). Abduh 

et al. (2011) also found that subjective norms influenced the intention to withdraw 

both directly and indirectly. It can be interpreted that social influence affects the 

intention to withdraw savings from Islamic banks. This means that some people and 

significant others play an important role in influencing depositors’ intention to 

withdraw when Islamic banks offer products and services which violate sharia 

principles. This study considers the social influence of significant others and friends 

in measuring subjective norms. Therefore, it is proposed that: 

 

Proposition 4: There is a positive impact of subjective norms on the intention to 

withdraw the investments of Sharia mutual funds.  

 

3.5 The Impact of Perceived Behavioural Control on the Intention to 

Withdraw Funds  

 

Perceived behavioural control has been empirically proven to influence the intention 

to invest (Alleyne & Broome, 2011; East, 1993; Mahastanti & Hariady, 2014; 

Schmidt, 2010). Alleyne and Broome (2011) and East (1993) describe perceived 

behavioural control as how easy or difficult someone believes it is to exhibit certain 

behavior, with consideration of the knowledge, opportunities and financial resources 

that people have. The measurement of perceived behavioural control considers two 

dimensions, namely self-efficacy (Sondary & Sudarsono, 2015; Xiao et al., 2011) 

and controllability (Xiao et al., 2011). This study proposes that: 

 

Proposition 5: There is a positive impact of perceived behavioural control on the 

intention to withdraw the investments of Sharia mutual funds. 

 

3.6 The Impact of Islamic Financial Literacy on Market Discipline  
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Individuals and households need financial literacy to be able to adapt to the current 

financial system (Henager, 2012). They need to understand certain concepts in 

financial management and make the right financial decisions (Hassan Al‐Tamimi & 

Anood Bin Kalli, 2009; Shahrabani, 2012), including market discipline. In this 

study, financial literacy is predicted to have a positive influence on decisions to 

withdraw investments from Sharia mutual funds. Soma et al. (2016) and Widdowson 

and Hailwood (2007) describe the direct effect of financial literacy on market 

discipline. Those with better financial literacy are expected to be able to exert 

market discipline on financial service providers. People should consider the risk 

borne by financial institutions and their financial products and be aware of the trade-

offs between risk and the rate of return (Widdowson & Hailwood, 2007). This study 

defines market discipline as the redemption of Sharia mutual funds investments. 

Furthermore, it develops the proposition that: 

 

Proposition 6: There is a positive influence of Islamic financial literacy on the 

market discipline of Sharia mutual funds.  

 

3.7 The Impact of Financial Risk Tolerance on Market Discipline 

  

Financial risk tolerance is a variable included in the proposed model because it is 

assumed to be a fundamental issue underlying a number of financial decisions 

(Grable & Lytton, 1999). According to Jacobs-Lawson and Hersheym (2005), 

financial risk tolerance shows a significant effect on saving behaviour for retirement, 

while Aren and Aydemir (2015) state that risk aversion has a negative influence on 

risky investment behaviour. The concept of risk tolerance has the opposite meaning 

to risk aversion. Aren and Zengin (2016) found that perceptions of risk proved to be 

effective in influencing people’s preferences for investment. The level of risk 

aversion or risk tolerance will determine the investments  chosen, whether in stocks, 

the money market, savings or portfolios. Based such previous research, this study 

develops the proposition that:  

 

Proposition 7: There is a positive impact of financial risk tolerance on the market 

discipline of Sharia mutual funds. 

 

3.8 The Impact of Attitude towards Withdrawal of Funds on Market 

Discipline  

 

According to Kaveri and Bindu (2017), attitude has a significant influence on 

investment decisions in mutual funds, indicating positive assessment of portfolio 

diversification, investment maturity and investment risk. This claim is supported by 

Jangid and Sachin (2017), who found that attitude has a positive influence on mutual 

fund investment decisions in Malaysia. Based on the references above, this study 

proposes that: 
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Proposition 8: Attitudes towards withdrawal of funds affect the market discipline of 

Sharia mutual funds. 

 

3.9 The Impact of Subjective Norms on Market Discipline 

 

Several studies have broken down the concept of subjective norms into social 

influence, or more specifically family influence, peer influence or family norms, for 

example. Based on some studies, it has been established that family and peers affect 

saving behaviour (Jamal et al., 2015) and that parents have a positive influence on 

the future orientation of their children. Xiao et al. (2011) proved that parents 

significantly influence their children’s financial behaviour and well-being, and 

provide direct evidence concerning the acquisition of credit cards. This study 

addresses the following proposition: 

 

Proposition 9: There is a positive impact of subjective norms on the market 

discipline of Sharia mutual funds. 

 

3.10 The Impact of Perceived Behavioural Control on Market Discipline  

 

Fishbein and Ajzen (1975) state that perceived behavioural control explains the 

individual’s self-efficacy perceived in exhibiting certain behaviour. Hrubes, Ajzen 

and Daigle (2001) claim that perceived behavioural control directly influences 

behaviour. When people feel more at ease doing something, the greater the 

likelihood that particular behaviour can be realised. Due to the lack of attention in 

the literature concerning market discipline from the perspective of behavioural 

finance, this study uses investment behaviour and other financial behaviour to 

explain the relationship between the two variables. Xiao and Wu (2006) found that 

perceived control has a positive effect on behaviour to retain as a credit counseling 

client. Magendans et al. (2017) show that financial self-efficacy has a positive 

influence on saving behaviour. Using self-efficacy and controllability to measure 

perceived behavioural control, this study develops the proposition that: 

 

Proposition 10: There is a positive impact of perceived behavioural control on the 

market discipline of Sharia mutual funds. 

 

      3.11 The Impact of the Intention to Withdraw Funds on Market Discipline 

  

This study considers the impact of the intention to withdraw funds on the market 

discipline of Sharia mutual funds investors. It refers to studies which have applied 

TPB to measure the direct effect of intention on behaviour. East (1993) shows that 

an interest in investing has a positive influence on investment decisions. This study 

also refers to Abduh et al. (2011), who found an impact of intention on withdrawal 

behaviour. Therefore, the proposition developed in this study is that: 
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Proposition 11: There is a positive impact of the intention to withdraw funds on the 

market discipline of Sharia mutual funds. 

 

Based on the literature discussed above, the variables proposed in this study which 

determine market discipline both directly and indirectly include Islamic financial 

literacy, financial risk tolerance, attitude toward withdrawals, subjective norms, 

perceived behavioural control, and intention to withdraw. Figure (1) shows the 

relationship between each construct proposed. 

 

Figure 1:  Relationship between each construct 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4. Conclusion 

 

Market discipline is not only required in the banking industry, but also in Sharia 

mutual funds. This study aims to develop a theoretical paper to predict market 

discipline, which is defined as the withdrawal behaviour of Sharia mutual funds 

investors. Behavioural finance is an emerging field of study and generally explores 

the role of psychological and social factors in investors’ decision-making.  However, 

based on previous research, it has been found that there is a gap in the literature 

which discusses the antecedents of the market discipline of mutual fund investors 

from the perspective of behavioural financial. This study offers propositions to 

explain and to fill this research gap. 
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