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FIN-036 Specific Comments by the Referee 
 
Reviewer 1: 
The paper bring a good idea of making investment in Islamic way. 
Unfortunately, the writing standard is very poor 
Here are some comments:  
1. In the introduction should be clearly explained what will be done in the paper, how to reach the aims 
of the study, what is the contribution of the paper for sciences, policy makers and also investors? 

We have revised it by clarifying that the purpose of this research is to develop an attractive 
model of Islamic capital market (attractive defined as being able to generate returns equal to or 
greater than conventional capital markets) as well as developing strategies for how to invest in 
those markets. The steps to achieve these objectives are (1) to test the existing Islamic capital 
market models whether they are attractive enough, (2) if the existing model is less attractive or 
not applicable, then we develop a new model that is quite attractive and applicable, (3) ) develop 
a strategy of investing in that market. 
We have also explained that: The establishment of an Islamic capital market model is crucial for 
the realization of Islamic corporate governance in financial institutions. As suggested by Kasim, 
NuHtay, and Salman (2013), an established Islamic capital market is required in order to 
complete the realization of a corporate governance framework, since the other two financial 
institutions, namely banks and insurance companies, already have established systems. 

2. In the literature review should also include the research gap and the discussion concerning the latest 
research, not just explained what the other paper have done. 

There is no &quot;Literature review&quot; according to the IMRAD style, so the content we put into 
Introduction. The research gap we delivered is that existing Islamic capital market models 
(Metwally and Chapra) have never been tested on the attractiveness. 

 
3. Research Methodology is the weaknesses of this paper. There are no models, no formula no 
explanation of the variables. It is really unacceptable. Please rewrite using standard scientific writing. 

We have revised the Methods section. The variables in this research are attractiveness level 
measured by: return, risk, Sharpe index, Treynor index, and Jensen index. The formulas of the 
three indexes are included. The statistical tool for testing the attractiveness level has also been 
described in this section 

4. Results. It is not clearly written, how Metwally and Chapra Models work..? What is Sharpe, Treynor and 
Jensen model? What is the DSN Fatwa No 8 and DSN Fatwa No 80? 

How the Metwally and Chapra models work is described in the Method section, as well as 
Sharpe, Treynor, and Jensen and DSN-MUI fatwa no.80. Actually, there is only one fatwa no.80, 
fatwa No.8 only wrong type. 

5. Discussion Phase I. How can we say that a model is quite attractive? Do wehave a statistical standard? 
Explanation of Table 2 seems to be incorrect since it different with the table itself. There is no 
explanation concerning Table 3. No clear pattern of the results in Table 4 and Table 5 (the conclusion 
seems to jump to the conclusion). 

The Metwally model is concluded quite attractive because (see Table 1) the return is never 
significantly lower than the real return. In 2010 and 2013, Metwally&#39;s return model is 
significantly higher, while returns in other years are not significantly different. 
Table 2 is the result of the attractiveness test of the Chapra model. The explanation below the 
table has been given and concludes that the Chapra model is less attractive because the return is 
significantly lower 
Table 3 is a continuation of the Chapra model test. The explanation under Table 3 suggests that 
the Chapra model is less attractive because the Sharpe index and Jensen index are significantly 
lower while the Treynor index is not significantly different 
Table 4 is the result of testing that the proposed new model (Chapra model with additional long- 



term investment horizon) proved attractive. Return of stock whose annual investment period is 
the highest, followed by the period of semester and month. 
Table 5: advanced testing of new models based on the risks 
Table 6: the final stages of testing the new model using the return risk ratio separated by the bearish 
period, the bullish period, and the entire period. From this table proved that the longer the period of 
investment, the higher the performance 

6. Discussion Phase II. There is no clear explanation concerning &quot;how does it 
works?&quot;. Is seems to be very subjective to the authors opinion. Where come the BVPS and PBR 
come from..? there is no explanation at all. 

We have made a revision by bringing together Discussion Phase I and II in one phase only. Our 
PBR data is added in the appendix. From the appendix, it is proven that stocks with small PBR 
tend to generate higher returns compared to stocks with large PBRs. 

 
Reviewer 2: 
An interesting point for this paper is its attempt to evaluate Islamic investment strategy. On the other 
hand, the method employed to this study has to be compared with the classic investment strategy. The 
author has to provide comparisons with buy and hold strategy as in Fama and French articles since 
1993 to the newest in 2017. Also, for robustness, the author has to provide comparisons with short-term 
momentum strategy as in Jegadeesh and Titman, 1993. With all of those comparisons Islamic versus 
Conventional, this paper would be much improved and would provide robust results. All in all, in the 
improved version, the contextual issue with conventional versus Islamic finance 
would be clearer.  
 

We have added in the Discussion section, a reference to the conventional capital market model of 
Fama and French (2015) that contains the 5-factor model. Previously we have also included 
Fama and French (1992), not 1993, which contains the 3-factors model. In both models, PBR is 
one of the factors to estimate stock return. Another conventional model that we have also entered is 
Banz (1981) which also makes the PBR as an important variable determinant of stock return through 
small effect anomaly study. 
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