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This study was conducted to determine the optimal portfolio combination and
its proportion for Sharia bank financing which is divided into several contracts
(murabahah, mudharabah, musyarakah, ijarah, dan gardh). This research is quantitative
because it involves a number of mathematical calculation techniques to determine the
optimal portfolio composition with Single Index Model (SIM) as its method of analysis.
The SIM enables precise calculation of the composition of each asset (financing) by
identifying the value of Excess Return to Beta (ERB) as well as the cut-off point based
on the acquisition of equivalent rate of profit sharing for each financing. The result
of data processing shows that the biggest financing composition is istishna financing
(46.7%), murabahah financing (23.1%), musyarakah financing (19.98%), mudharabah
(6.4%), Qardh (2.37%) and ijarah (1.5%). The portfolio return was 357.42 percent
with portfolio risk of 3.91 percent. This proves that the establishment of an optimal
portfolio can not only increase the profitability of Sharia banks but also reduce the
existing level of risk, so that Sharia bank profits can also increase along with the
assets of the Sharia bank itself.

optimal portfolio, single index model (SIM)

Financing is one of the main activities undertaken by Bank Syariah as a unit interme-
diation institution between surplus and deficit of units. For the acquisition of funding
from the community, Sharia bank is required to allocate depositor funds appropriately
in order to be able to provide income to Sharia bank and its customers. The allocation
of fund placement is also adjusted to various conditions, including liquidity factor which
has become an important issue for Sharia banks. However, in accordance with Bank

Indonesia Regulation (PBI No. 13/5/2011), banks as financial institutions are required
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to distribute 8o percent of total Third-party Funds (DPK) that have been collected into
productive financing.

Financing is one of the productive assets of Sharia banks that are able to generate
profits. Financing is also part of investment activities undertaken by Sharia banks,
especially in the real sector. Theoretically, the more finance is distributed, the more the
profit/profit of Islamic banks that can be generated. There are many studies that have
proven empirically that the more research is channeled, the more income can be gen-
erated. Table 1 shows the empirical data on the development of financing composition

in each financing contract.

TaBLE 1: Table on composition of Sharia bank financing distribution.

Year Average Financing Composition TOTAL

Mudharabah Musyarakah Murabahah Istishna ljarah Qardh FINANCING

2012 10.882 22.531 70.221 335 5.459 11.277 120.704
2013 12.843 34.500 101.979 493 9.346 10.614 169.775
2014 14.006 44.893 112.967 587 10.533 7.473 190.457
2015 14.660 49.848 111.826 695 9.246  4.735 191.009
Average 13.098 37.943 99.248 527 8.646 8.525 167.986
Financir)g 0.078 0.226 0.591 0.003 0.051 0.051

proportion

7.80% 22.59% 59.08% 0.31% 5.15% 5.07%

Source: Sharia Banking Statistics (SPS), Bank Indonesia

If we look at the statistics of Sharia banking, the amount of Sharia bank financ-
ing continues to increase from the beginning of 2012 until the end of 2015, whether
through profit-sharing financing (mudharabah and musyarakah), sale and purchase-
based financing and lease (murabaha, istishna and ijara) as well as other types of
financing (qardh). However, based on the proportion, murabaha financing has the
largest proportion of financing compared to others. The second largest proportion is
musyarakah financing, followed by mudharabah, ijara, gardh and istishna.

The allocation of this proportion is deemed inadequate as the true function of a
Sharia bank is a unit intermediary institution that adopts the principle of profit and loss
sharing (PLS) on profit-sharing financing.

This encourages Sharia banks to be able to precisely allocate their financing com-
position. Sharia banks distribute financing with various covenants that are tailored

to the form/contract made. The financing under such contracts is the financing of
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mudharabah, musyarakah, murabahga, istishna, ijara and qardh. Where each contract
has the potential for various benefits and losses due to the characteristics of each
contract being different. This can be seen from the acquisition of the equivalent rate
of return (RoR) of each contract that varies between one contract and another.

The amount of composition of Islamic bank financing disbursed is also not based
on the acquisition of profits and losses obtained. If a Sharia bank is able to allocate
exactly how much optimal financing composition should be channeled based on profit
gains, it will be able to easily increase profits that could eventually increase the value
of Islamic banking assets themselves. Table 2 illustrates the average equivalent rate
(yield) of Bank Syariah’s financing products.

TABLE 2: Table on average yield of Sharia bank financing.

Year Equivalent Rate of Yield (in percentage)

Mudharabah Musyarakah Murabahah Istishna ljarah Qardh

2012 15.85 13.72 1417 14.38 0.23 4.40
2013 15.35 13.16 13.80 13.90 0.66 6.69
2014 18.07 13.11 14.18 12.90 6.48 4.42
2015 12.23 11.72 13.68 13.23  10.32  11.70
Average 15.37 12.93 13.96 13.60 4.42 6.80

Source: Sharia Banking Statistics (SPS), Bank Indonesia

Based on the data given in Table 2, the acquisition of data equivalent rate for profit
sharing in various contracts, financing type with the largest return rate is mudharabah
with an average value of 15.37 percent from 2012 to 2015, followed by murabaha
financing with average value of 13.96 percent, istishna financing with equivalent rate
of 13.60 percent, musyarakah financing with equivalent rate for the average yield of
12.93 percent, and qardh (6.8%) and ijarah (4.42%).

If the Sharia bank is able to allocate appropriately the composition or proportion of
the distribution of financing products adjusted to the amount or the appropriate RoR, it
is not impossible if the Sharia bank would be able to provide greater income potential.

Therefore, there is a need to study the optimal portfolio composition of Sharia
bank’s financing products in Indonesia. The optimal portfolio composition of Sharia
bank financing can be calculated using single index model (SIM) that can provide a
model for sharia banking in Indonesia to be able to allocate precisely the amount of
financing composition of Sharia banks that is divided into several contracts such as

murabaha, mudharabah, musharaka, ijarah and gardh.
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SIM is one of the most accurate measuring tools to measure a low-risk portfolio. It
was developed by Sharpe (1963) that is called single index market model. This model
can be used to simplify calculations in the Markowitz model by providing the input
parameters required to calculate the Markowitz model. In addition, a SIM can also be
used to calculate the expected return and portfolio risk.

Diversification of Islamic banking financing products into financing portfolios (a com-
bination of more than one financing instrument) is essential to increase the return rate
of Sharia banks, in order to increase Sharia banking growth in Indonesia and the market

share of Sharia banks is no longer far behind conventional banks.

However, the obstacle in establishing this financing portfolio is the need to assess
the return behavior of each Sharia financing instrument, that is, the return expectation
of each instrument when combined with other instruments (combination of two, three,
four or five financing instruments). Is the expected return of the established financing
portfolio showing good behavior or not, or whether it’s likely to be profitable or not.

However, it is not only the financing return that becomes an obstacle in this case,
but also the risk that is the measure of the uncertainty between the expected rate of
return (expected RoR) and future return from the financing portfolio. Sharia banking
will certainly avoid high risk of entering financing contracts with investors. This is one
of the importance of making a financing portfolio because it can minimize risks that
may arise in the future.

Based on this consideration, the risk behavior of a financing instrument should be
observed, that is, how a financing instrument is combined with other Islamic financing
instruments, whether it tends to minimize or actually increase risk. Do not stop here
just because it is also important to consider the volatility of the gap between the actual
rate of return (actual RoR) and the expected RoR of the Sharia financing instruments,
given the monthly time series data in the financial sector or the financial RoR with
very high volatility levels. This gap is called an abnormal RoR. Thus, the abnormal
volatility RoR of these Sharia financing instruments is also a measure of uncertainty as
an additional consideration for establishing a financing portfolio.

As a financial institution, Sharia banks arrange financing allocations on a portfolio of
financial instruments taking into account the risk factors and accompanying gains.
Therefore, before forming an optimal portfolio, this research tries to analyze risk
behavior and return of individual and Sharia bank’s financing portfolio. Volatility is
calculated from the abnormal RoR, where the abnormal RoR is the difference between
the actual rate of return (actual RoR) with the expected rate of return (expected RoR).
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Therefore, out of both approaches, the financing portfolio can finally be determined,
being comprised of more than one instruments/combination of the best Sharia bank
financing.

Next, Excess Return to Beta (ERB) value and cut-off point value are calculated in
order to determine the optimal portfolio combination and the proportion of the shares
to be formed. Performance will also be measured using Risk-adjusted Performance.
The discovery of the most ideal composition/financing combination is expected as a
financing portfolio that will provide maximum benefits for Sharia banks. This research
does not involve the growth indicator variable of Sharia banking (Assets, Third-party
Funds), but it is also expected that the diversification of Sharia banking-financing prod-
ucts into this portfolio will increase the growth of Sharia banking (Assets, Third-party
Funds and Financing) in Indonesian market share.

Diversification of financing in various cooperation contracts is one of the advantages
of Sharia banks when compared with conventional banks. The number of contracts
used in particular adjusted to the form of contract of cooperation made. The forms of
contracts/cooperation have different characteristics that make each contract as highly
varied potential advantages and disadvantages. It is therefore necessary to prepare
the composition of the portfolio of Sharia banks financing is optimally based on the
amount of expected return that can be generated on each contract. It is expected
that with such optimal portfolio composition, the Sharia bank can increase profit or
profitability which in turn can increase the assets of Sharia banks.

2.1. Optimum portfolio

In the formation of a portfolio, investors always want to maximize the expected return
with a certain level of risk they are willing to bear or look for a portfolio that offers the
lowest risk and a certain amount of RoR. This particular portfolio is called an efficient
portfolio. (Eduardus Tandelilin, Portofolio dan Investasi: Teori dan Aplikasi, (Yogyakarta:
Kanisius, 2014), h. 157)

To establish an efficient portfolio, we must assume the behavior of investors in mak-
ing investment decisions. One of the most important assumptions is that no investor
likes excessive risk (risk aversion). Meanwhile, the optimal portfolio is what an investor

chooses from the many options that exist in an efficient portfolio set.
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2.2. Single index model (SIM)

Markowitz’s portfolio model with complex covariance calculations was further devel-
oped by William Sharpe by creating a SIM. This model relates the calculation of return

of each asset to the market index return. Mathematically, the SIM is as follows:
R, =a;+ ;R +e;

In this case, R, = Return of securities i

a; = Part of securities i return that is not influenced by market performance

B. = Measure of sensitivity of return of securities i to the changes in market return
R,,; = Market index return

e; = Residual error

The calculation of the securities return in a SIM involves two main components:
(Eduardus Tandelilin, Portofolio dan Investasi: Teori dan Aplikasi, (Yogyakarta: Kanisius,

2014), h. 132)

1. Return component which is denoted by «;

2. Market-related return components; denoted by ..

The components of the company’s uniqueness are related to micro events that only
affect the company. Meanwhile, the components associated with the market concern
macro events that affect the entire company.

This research uses a descriptive quantitative approach using data equivalent rate
(yield) of financing contracts/products financed by Bank Syariah and returns from Bank
Indonesia Sharia Certificates (SBIS) as complementary data used as a comparison of
market portfolio.

The data used in this research is the type of secondary data. Secondary data that
was obtained is time series data in monthly form, and the data used in research are
as follows:

1. Data on equivalent rate (yield) of all financing channeled by Sharia banks listed
in the Sharia Banking Statistics (SPS) for the period of January 2012 to December

2015. Data was obtained from the websites www.bi.go.id and www.ojk.go.id
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2. Data on the yield of Bank Indonesia Sharia’s Certificates (SBIS) for the period of
January 2012 to December 2015. Data was obtained from the websites www.bi.

go.id and www.ojk.go.id

3.1. Data analysis method

In the formation of optimal portfolio using SIM method. SIM is based on the observation

that the price of the securities fluctuates in the direction of the stock price index, and

this method is representative in @ combination of portfolio formation compared to

other methods.

Next is the creation of optimal portfolio of Bank Syariah financing. Bank Syariah

financing portfolio is prepared using the optimal portfolio of SIM, that is, assuming

that the consideration of portfolio formation is only based on ERB ratio.

After all the data has been collected and verified as true and complete, the next

step is:

DOI 10.18502/kss.v3i8.2513

1. Calculating the monthly return of each Sharia bank financing
2. Calculating market return
3. Calculating beta financing using Capital Asset Pricing Model (CAPM) or formula

4. Developing an optimal portfolio of SIMs that begin by creating a financing

sequence based on the highest excess return

5. The next procedure is to calculate the Ci ratio of each stock in order to deter-

mine the cut-off ratio (C*). C * is the maximum value of the Ci value of each
financing that has been previously ranked based on the excess return value from
the highest to the lowest. The cut-off point value is used as a benchmark to
accept or reject a share from being included to a portfolio candidate. Shares with
the highest Ci value up to the cut-off point value are eligible to be included as
portfolio-building stocks.

. Once the financing that forms the portfolio has been determined, the next step

is to determine the proportion or percentage of investment allocation from each
selected financing in the portfolio.

. After the data is processed, a portfolio of shares from each of the Sharia bank

products is formed. After the proportion of each share in each portfolio is known,

the next step is to evaluate the performance of each portfolio formed.
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4.1. Analysis process

4.1.1. Comparison of expected return, standard deviation and variants
of Sharia bank financing

Realized return is obtained from the percentage change equivalent rate of financing i
in month t minus equivalent rate i in month t-1, then the result is divided by equivalent
rate i in month t-1. Expected return is calculated with the help of Microsoft excel
software using the average formula.

But in the measurement of the risk of securities, we also need to calculate the
relative risk of a security. This relative risk indicates the risk per unit of return expected.
This is necessary because risk information that is only a variance and standard devia-
tion will be problematic, especially when we want to compare risk levels among assets,
each of which has an unequal expected return. Relative risk size that can be used is
the coefficient of variation. The formula for calculating the coefficient of variation can
be from the standard deviation value divided by the expected return value.

The results of the calculation of the expected return, risks (standard deviation) and
variants of each individual financing have been given in Table 3.

TABLE 3: E (Ri), Standard Deviation and Variants of Bank Syariah Financing.

No Code E(R) o(standard 02 (Variant) Variety
deviation) Coefficient
1 Mudharabah  15.37 2.80 7.84 0.182
2 Musyarakah ~ 12.93 0.93 0.86 0.072
3 Murabahah 13.96 0.71 0.50 0.051
4 Istishna 13.60 0.67 0.45 0.049
5 ljarah 4.44 4.74 22.48 1.067
6 Qardh 6.80 3.63 13.18 0.533

Source: Result of data processing

Based on Table 3, all financing including mudharabah (15.37%), musharaka (12.93%),
murabaha (13.96%), istishna (13.60%), ijara (4.44%) to qardh (6.80%) have a positive
RoR. Financing that has a positive expected return of E (Ri) indicates that it is feasible

as an alternative in investing.

DOI 10.18502/kss.v3i8.2513 Page 262



E KnE Social Sciences

ICIFEB

Standard deviation (o) is used to measure the risk of realized return of financing
for individual samples. The highest standard deviation (o) exists in ljarah financing
(4.74%). Meanwhile, the lowest standard deviation is found in murabaha (0.67%)
financing.

However, to compare the level of risk between financing where each financing has
an unequal expected return, it is necessary to calculate the relative risk of financing.
The measure of relative risk that can be used is the coefficient of variation. The highest
variation coefficient exists in ljarah financing (1.067%). This shows that ljarah financing
is the riskiest compared to other financing, while the lowest variation coefficient is in
Istishna financing (0.049%). This shows that Istishna financing is the least risky type
of financing compared to others.

4.1.2. Calculating alpha, beta and variance error of Sharia bank financing

To calculate alpha, beta and variance error using spss 16 program. The calculation
results of alpha, beta and variance errors are described in Table 4. Meanwhile, the
output of the SPSS result to be given is attached hereto.

TABLE 4: Alpha Table, Beta and Financing Error Variance.

No Code Ai Bi ei

1 Mudharabah 17.114 -0.287 2.101
2 Musyarakah 15.626 -0.446 0.570
3 Murabahah 14.229 -0.045 0.533
4 Istishna 16.497 -0.478 0.257
5 ljarah -11.525 2.635 2.680
6 Qardh -0.346 1182 2.525

Source: Result of data processing

Table 4 shows that the regression yields the value of alpha (ai) which is the measure
of return of securities |, in this case, the financing i which is not influenced by the
market performance. Or a value that indicates the expectation of the financing rate
section i that is not influenced by market changes. The alpha value in the formation of
a portfolio with a SIM is an intercept. Positive alpha values illustrate that investment
performance is better than the expected investment returns. Based on the calculation,
there are four financing whose alpha value is positive, such as mudharabah (17.114),

musyarakah (15.626), murabahah (14.229) and istishna (16.497) financing. And the
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remaining ljarah and Qardh financing produce an alpha negative value that illustrates
that the performance of ljarah and Qardh financing is no better than the expected
return on investment.

The beta value indicates the amount of slope indicating an increase in expected
return on securities i for each 1 percent market return increase or systemic gauge of
securities or portfolio relative to market risk. We can therefore conclude that the beta
value of the results of this study indicate the size of sensitivity of return of a financing
with market return in the study period. Beta value can be positive or negative. If the
value of the beta is positive, the increase in market return will result in an increase
in the return on financing. If the value of the beta is negative, the increase in market
return will result in a decrease in the return on financing.

Based on the calculation of Table 4, there are four financings that have negative beta
and two financings with a positive beta. Financings with negative beta are mudharabah
(-0.287), musharaka (-0.446), murabaha (-0.045) and istishna (-0.478). A negative
beta indicates that any increase of 1 unit or 1 percent in market return, it will decrease
the financing return by the coefficient value listed on the beta value. This is in accor-
dance with the logic stating that if the Central Bank increases the yield on SBIS, the
Sharia bank will tend to place more funds in SBIS than to finance, this is because the
placement on SBIS has a lower-risk level when compared to placement of financing.
The low distribution of financing would also reduce the amount of returns obtained
from the financing.

Meanwhile, the types of financing with recorded positive beta are ljarah (2.635) and
Qardh (1.182). This means that a 1 percent increase in return on market returns (SBIS)
will continue to increase the return rate for ljarah and Qardh financing. This is due to the
principle of financing that is very different from SBIS, so that the rise and fall of yield
on SBIS does not significantly affect the lease-based ljarah and gardh-based financing
that is tabarru.

The magnitude of the beta coefficient is normal if beta = 1. If the value of B < 1, the
financing is weak, meaning that if there is an increase of market return of n percent,
then the return of financing will increase by less than n percent. Conversely, if the
value of § > 1, then the financing includes aggressive financing, meaning that if market
returns increase by n percent, the return of financing will rise by more than n percent.
From the calculation in Table 4, there are two types of financings that are deemed
aggressive, namely, ljarah (2.635) and Qardh (1.182). Meanwhile, mudharabah financing
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(0.287), musharaka (0.446), murabahah (0.045) and istishna (0.478) are deemed as
weak financing.

The value of the variance error is a variant of the residual error of the i-th security.
The value of this variance error is used to obtain the cut-off point value to determine
the portfolio financing candidate.

4.1.3. Calculating excess return to beta (ERB)

Here are the expected return, beta and ERB six financing portfolio candidates for opti-
mal portfolio financing. The value of ERB is used to obtain financing in the optimal
portfolio combination, which will be compared with the cut-off point value. The result
of calculating the value of ERB for optimal portfolio is presented in Table 5.

TABLE 5: Table on Composition of Expected Return, Beta, and ERB in Bank Syariah Financing.

No Code E(R) Rf Beta ERB

1 Mudharabah 1537 o -0.287 53.5674
2 Musyarakah  12.93 o0 -0.446 28.9841
3 Murabahah 13.96 O -0.045 310.1818
4 Istishna 13.60 © -0.478 28.4595
5 ljarah 4.44 O 2.635 1.6857
6 Qardh 6.80 O 1182 5.7564

Source: Result of data processing

The value of this ERB determines whether all of the candidates’ shares of the portfo-
lio listed in Table 5 would be included to the optimal portfolio. The selected ERB values
for entry into the optimal portfolio are those with positive ERBs. Shares with negative
ERBs are not eligible to form an optimal portfolio. This is because ERB is the excess
return of securities. If the ERB value of a negative security, there is no excess return
of the securities.

Table 6 shows that no financing has a negative ERB value. Therefore, the existing six
financings are included in the portfolio candidate because it fulfills the optimal portfolio
requirement, that is, having a positive ERB value. Financing that has a positive ERB
value is likely to be the part of the optimal portfolio. To determine which financing
will be part of the optimal portfolio, comparison must first be made between ERB and
cut-off point (C*).
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4.1.4. Calculating and determining the value of cut-off point (C*)

The cut-off point value is the maximum Ci value of a series of Ci financing values. The

cut-off point value (C*) is used as a limiting point to determine whether or not the

financing goes into the optimal portfolio member.

No Code E(R)
1 Mudharabah 15.37
2 Musyarakah  12.93
3 Murabahah  13.96
4 Istishna 13.60
5 ljarah 4.44
6 Qardh 6.80

Variance

Market

Rf

Source: Result of data processing

TaBLE 6: Cut Off Point Table

Beta
-0.287
-0.446
-0.045
-0.478

2.635

1.182

Variance

ERB

2.101 -53.5674

0.570 -28.9841

0.533 -310.1818

0.257  -28.4595

2.680
2.525

0.04280

1.6857

5.7564

Ai
-0.99957
- 17.74515
-2.21099
-98.45008

1.62956

1.26143

Bi
0.01866
0.61224
0.00713
3.45931
0.96670

0.21914

Cut-off Point (C*)

Ci
=0.042747
—0.740099
-0.094602
-3.670252

0.066974
0.053488

0.066974

Based on Table 6, the value of C* obtained from the largest Ci value is 3.670252

on istishna financing. The cut-off point value shows the dividing boundary between

acceptance and rejection of financing for creating an efficient portfolio. After the cut-

off point value is determined, the positive ERB value is compared with the cut-off

point value. If the ERB value is less than the C* value, the financing does not meet the

optimal portfolio criteria. If the financing has an ERB value greater than the value of

C*, then it is deemed to have met the optimal portfolio criteria. Table 7 illustrates the

comparison between ERB and C* values.

TABLE 7: Table on Comparison between ERB and C*.

No

Mudharabah
Musyarakah

Murabahah

Code

Istishna
ljarah

Qardh

ERB
53.56739
28.98409
310.18178
28.45945

1.68569

5.75641

Source: Result of data processing

DOI 10.18502/kss.v3i8.2513

Desc.

>

C*
0.066974
0.066974
0.066974
0.066974
0.066974

0.066974
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Table 7 explains that six financings have ERB value > C*. Thus, it can be concluded
that the financing of mudharabah, musyarakah, murabaha and istishna, ijarah and
gardh have been qualified to enter into the optimal portfolio, so it can proceed to
the next stage.

4.1.5. Determine the optimal portfolio and the proportion of funds of
each portfolio-building share

Once the selected financing comes into the optimal portfolio, the next step is to cal-
culate the proportion of each selected financing. Table 8 illustrates the calculation of
the proportion of funds to be combined and formed into an optimal portfolio.

TABLE 8: Table on Proportion of Optimal Portfolio Fund.

No Code (Bi) ei ERB Xi Wi
1 Mudharabah  0.287 2.1010 53.567 73082  0.064
2 Musyarakah 0.446  0.5700 28.984 22.6788 0.199
3 Murabahah 0.045 0.5330 310182 26.1880  0.231
4 Istishna 0.478 0.2570 28.459 52.9324  0.467
5 ljarah 2.635 2.6800 1.686 1.6574 0.015
6 Qardh 1182 2.5250 5.756 2.6947 0.024
Total 113.4594 1.000

Source: Result of data processing

Table 8 shows the respective proportions of mudharabah (0.064), musyarakah
(0.200), murabahah (0.231), istishna (0.467), ijara (0.015) and qardh (0.024) proportion.
In the aforementioned optimal portfolio, the financing istishna has the largest propor-
tion of financing than murabaha and mudharabah. This is not in line with the initial
conditions for allocating more financing to murabahah and mudharabah financing.
The determination of the number of proportions with SIM is based on the amount of
ERB that shows the magnitude or excess return of securities (financing) on the beta
of securities. The high ERB indicates that the financing is able to provide a greater
profit advantage than the reference market index. Meanwhile, the lowest proportion
is in ijarah financing of only 0.015 or 1.5 percent of the total proportion of financing
disbursed. This makes sense given that the financing of ijara is quite rare in demand
by some of the customers who submit applications.
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4.1.6. Calculating portfolio return and risk

The expected return of the portfolio can be estimated by calculating the expected
number of returns of each portfolio-forming financing with the proportion of funds of
each forming financing. Table 9 shows the calculation of risk based on the portfolio
formed.

TaBLE 9: Table on Calculations of Portfolio Return.

No Code E(R) Wi E(R)
1 Mudharabah  15.3738 0.0644  0.9903
2 Musyarakah  12.9269 0.1999 2.5839
3 Murabahah  13.9582 0.2308 3.2217
4 Istishna 13.6036 0.4665  6.3465
5 ljarah 4.4418 0.0146 0.0649
6 Qardh 6.8041 0.0238 0.1616
E(Rp) 3.5742

Source: Result of data processing

Based on Table 9, the expected return of the portfolio generated from the six financ-
ings formed into the portfolio is 3.5742. The portfolio return is greater than the SBIS
market RoR of 2.07 (207%). Therefore, the objective of Sharia bank to form optimal
portfolio is achieved. Meanwhile, to look for risks from an established portfolio, the risk
value of the portfolio can be calculated by first looking for the value of the squared
portfolio beta. After that, the portfolio variant is sought and scaled to get the value of
portfolio risk. Table 10 shows the calculation of risk based on the portfolio formed.

The risks of a portfolio can be seen from the standard deviation of the root variant
portfolio. The level of risk on the optimal portfolio is smaller than the risk level of indi-
vidual financing. It can therefore be concluded that investment risk can be minimized
by forming an optimal portfolio.

According to Table 10, the level of risk formed by the optimal portfolio is 0.0391
(3.91%). This portfolio risk value is smaller than the value of individual financing risks
such as mudharabah (0.287), musharaka (0.446), murabaha (0.045), istishna (0.478),
ijarah (2.635) and qardh (1.182). Therefore, it can be concluded that with the optimal
portfolio formation, in addition to increasing return rate, one can also lower the level

of risk.
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TaBLE 10: Table on Calculations of Portfolio Risk.

No Code Bi (Beta) ei (Variance Error) Wi Bi.Wi  ei.Wi
1 Mudharabah  0.287 2.101 0.0644 0.0185 0.1353
2 Musyarakah  0.446 0.570 0.1999 0.0891 0.1139
3 Murabahah 0.045 0.533 0.2308 0.0104 0.1230
4 Istishna 0.478 0.257 0.4665 0.2230 0.1199
5 ljarah 2.635 2.680 0.0146 0.0385 0.0391
6 Qardh 1.182 2.525 0.0238 0.0281 0.0600
Variance Market 0.0428 0.5913

Portfolio Variant 0.0015

Portfolio Risk 0.0391

Source: Result of data processing

Based on the research, it can be concluded that:

DOI 10.18502/kss.v3i8.2513

1. The potential of Risk and Return on each financing product of Bank Syariah,

including mudharabah (15.37%), musyarakah (12.93%), murabaha (13.96%),
istishna (13.60%), ijarah (4.44%) to gardh (6.80%) had a positive overall RoR.
Financing that has a positive expected return of E (Ri) indicates that it is feasible as
an alternative investment. However, based on financing ratings, mudharabah is
able to provide the largest average return of 15.37% and ijarah financing provides
the lowest average return of 4.44%, while the highest risk of realized return
exists in ljarah financing (4.74%). The lowest standard deviation is found in
murabaha (0.67%) financing.

. Based on the research flow that has been done with SIM, the composition of opti-

mal portfolio formation is mudharabah (6.4%), musyarakah (19.98%), muraba-
hah (23.1%) istishna (46.65%), ijarah (14.6%) and gardh (2.38%). The results
show that the largest composition of financing is on istishna financing (46.65%)
and the lowest on gardh financing (2.38%). This couldn’t be further from reality.
At the beginning of composition, the largest financing is actually murabahah
(59.08%) and the lowest is istishna financing (0.31%).

. The establishment of an optimal portfolio formed with a SIM yields a portfolio

return of 3.5742 or 357.42% with a risk rate of 0.0391 (3.91%). This is a proof
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that with the diversification in various financing contracts not only increases the
profits of Sharia bank, it can also reduce the level of risk at hand. In the end,
Sharia bank will be able to increase its own profit and asset.

The implication of this research is that the diversification of financing contracts or
products by Bank Syariah must be implemented, considering that each financing con-
tract has a distinct characteristic. Differences of these characteristics are assessed
from the principle and also the allocation of financing used. The differences of these
characteristics also have impact on the acquisition of the results.

Profit sharing-based financing cannot be replaced with sale and purchase-based
financing and vice versa. So far, the distribution of financing by Bank Syariah is based
solely on customer demand for such financing products, and the Sharia bank cannot
predict how much profit and loss is derived from the distribution of existing financing
products.

With the establishment of this optimal portfolio, Bank Syariah has guidance in the
division of proportion or composition of financing, making it easier in achieving certain
targets. Customer demand for a particular financing product must be balanced with the
Sharia bank’s policy to focus on specific financing. Do not let the Sharia bank’s function
as an intermediary institution reduced to a financial institution based on sale financing
only, because so far the largest proportion of financing goes to murabahah. Ideally,
Sharia bank is able to focus on the financing of working capital or investment using
mudharabah or musyarakah contracts in order to drive the public economy.

The establishment of an optimal portfolio with SIM has been widely used and applied
to all financial products, both financial and nonfinancial assets, and has proven its valid-
ity in forming an optimal portfolio, which is a portfolio capable of providing maximum
profit with minimal risk. The optimal portfolio of SIMforms a portfolio by calculating
the ERB quantity or calculating the excess profits from each return or equivalent rate
of financing compared to the amount of market risk. Financing with a positive ERB is
said to be eligible for candidate portfolio, while the negative ERB is eliminated from
the portfolio.

From the results of data processing performed, all financing products are able to
record a positive ERB value so that all financing would be eligible as candidate portfolio.

This ERB value is then compared with the cut-off point value which is the dividing
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boundary between acceptance and rejection of financing for efficient portfolio estab-
lishment. The result of portfolio composition is the final result of the model that can
be used as a guide for Sharia bank to determine the limitation of financing distribution
for each contract.

The end result of optimal portfolio composition is different from reality, but it is not
mandatory to Sharia banks. Scientific research is conducted to help formulate policies
in decision-making. And the distribution of financing provided can also be submitted
to the applicable trading mechanism, depending on the supply and demand of the
market. If it turns out that the market is more in need of profit-sharing financing, then
the demand for profit-sharing financing also increases. However, with the establish-
ment of this optimal portfolio, Sharia banks can determine the target achievement of

existing financing disbursement.

The recommendations of this study are as follows:

1. Sharia bank must be able to determine the main priority in the distribution of
financing. Not only will the market demand for a particular financing product,
Sharia banks should also refer to the acquisition of risk and return that can be
obtained. A good priority setting should refer to the acquisition of potential ben-
efits and losses obtained, so that it can ultimately increase the profits of Sharia
bank.

2. The establishment of an optimal portfolio can be used as a reference or guidance
for Sharia bank to determine the target of financing disbursement, considering
that the financing is also the core business of Sharia bank and the allocation of

productive assets must be improved by the Sharia bank to achieve its objectives.

3. As a good intermediary institution, Sharia bank should focus more on produc-
tive financing based on working capital or investment which generally use mud-
harabah, musyarakah or istishna contracts to enable Sharia bank to contribute in
moving the wheels of economy and development of the country. However, it is
possible for Sharia bank to provide consumptive financing, considering that until
now people still need consumptive financing and seek solutions from the Sharia
bank.
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4. The determination of market return can be changed with other macroeconomic
indicators, so it can compare the level of sensitivity or beta in each financing

which is more appropriate in certain economic conditions.

5. The establishment of a good portfolio should be done every year in order to
facilitate Sharia bank in determining the direction of achievement policy in the
coming operational year.

[1] Barata, Amrin. (2013). Penentuan Komposisi Optimal Kontrak Instrumen Pembiayaan
Perbankan Syariah di Indonesia melalui Pembentukan Efficient Portfolio Frontier
tahun 2004-2012 (Pendekatan risk-return dan Pemodelan GARCH). [Skripsi]. Jakarta :
Sekolah Tinggi llmu Statistik.

[2] Bilbiee, Florin. (2000). Applications of ARCH Modelling in Financial Time Series: the
Case of Germany. Research Techniques Project Department of Economics University
of Warwick.

[3] Cardinali, Alessandro. (2007). An Out-of-sample Analysis of Mean-Variance Portfolios
with Orthogonal GARCH Factors. International Econometric Review (IER) Volume 4,
Issue 1.

[4] Edi,dkk. (2009). Quasi-Maximum Likelihood untuk Regresi Panel Spasial [Paper].
Surabaya: Institut Teknologi Sepuluh November (ITS).

[5] Engle, Robert. (2001). The Use of ARCH/GARCH Models in Applied Econometrics. Jurnal
of Economic Perspectives.

[6] Huda, Nurul, dan Nasution, Mustafa. (2009). Current Issues Lembaga Keuangan
Syariah. Jakarta: Kencana Prenada Media Group.

[7] Ismal, Rifki. (2010). The Indonesian Islamic Banking (Theory and Practices). Bogor: Phd
Gramata Publishing.

[8] Joko, Kandung. (2007). Pengaruh Volatilitas Nilai Tukar Dan Nilai Neto Ekspor Terhadap
Volatilitas Cadangan Devisa Indonesia Periode 1980-2006 [Skripsi]. Jakarta: Sekolah
Tinggi lImu Statistik (STIS).

[9] Markowitx H.M. (1991). Foundations of Portfolio Theory. Journal of Finance.
Muhamad. (2001). Teknik Perhitungan Bagi Hasil di Bank Syariah. Yogyakarta: Ull
Press.

[10] Nachrowi, dan Usman, Hardius. (2006). Ekonometrika untuk Analisis Ekonomi dan

Keuangan. Jakarta: Lembaga Penerbit Fakultas Ekonomi Universitas Indonesia.

DOI 10.18502/kss.v3i8.2513 Page 272



E KnE Social Sciences

ICIFEB

[11] Obaidullah, Mohammed. (2005). Islamic Financial Services. Islamic Economic

Research Center, University Jeddah, Saudi Arabia.

[12] Pesona, Puspa. (2009). Analisis Pembiayaan Mudharabah, Musyarakah, dan Muraba-
hah Hubungannya dengan Profitabilitas Bank Umum Syariah Periode 2003-2007
[Skripsi]. Malang: FE UIN Malang.

[13] Rahmawati, Naili. Mekanisme Pembiayaan Murabahah [Paper]. Mataram: Fakultas
Syariah IAIN Mataram.

[14] Ribeiro, Otavio, dan Shigueru, Alberto. (2005). Brazilian Market Reaction to Equity

Issue Announcements. Journal.

[15] Lewis, Mervyn dan Al-Qaoud, Latifa. (2001). Perbankan Syari’ah: Prinsip, Praktik,
Prospek. Jakarta: Serambi.

[16] Lee, Sang dan Hansen, Bruce. (1994). Asymptotic Theory For The Garch (1,1) Quasi-
Maximum Likelihoode Stimator. Econometric Theory, 10, 1994, 29-52. Printed in the

United States of America.

[17] Posedel, Petra. (2005). Properties and Estimation of GARCH(1,1) Model. Metodolo ski
zvezki, Vol. 2, No. 2, 2005, 243-257.

[18] Savickas, Robert. (2003). Event-Induced Volatility And Test For Abnormal Performance.
The Journal of Financial Research* Vol. XXVI, No. 2.Syafi’i, Muhammad. (2001). Bank
Syari’ah dari Teori ke Praktik. Jakarta: Gema Insani.

[19] Triawan, Leo. (2008). Risiko Portofolio Dan Potensi Kerugian Pembiayaan Pada Bprs
Amanah Ummah Dengan Metode Creditrisk+ [Skripsi]. Bogor: Manajemen Fakultas

Ekonomi dan Manajemen Institut Pertanian Bogor.

[20] Widarjono, Agus. (2009). Ekonometrika Pengantar dan Aplikasinya. Yogyakarta:
Ekonisia.

[21] Yahya, Arya. (2011). Pengaruh Perilaku Kurs (Rp/USS) Terhadap Ekspor Nonmigas
Dan Produk Domestik Bruto Nonmigas Indonesia Periode 1993-2010 [Skripsi]. Jakarta:
Sekolah Tinggi llmu Statistik.

[22] Yulianti, Rahmani. (2009). Manajemen Resiko Perbankan Syariah. Jurnal Ekonomi

Islam Vol. Ill, No. 2.

[23] Brigham, Eugene. F and Joel F. Houston. Manajemen Keuangan Ed. 8. Jakarta:

Erlangga. 2001.

[24] Charles P, Jones. Investment: Analysis and Management, Edisi kesepuluh. New York:

John Willey and Sons.Inc. 2000.

DOI 10.18502/kss.v3i8.2513 Page 273



E KnE Social Sciences ICIFEB

[25] Fauzi, Ahmad. Analisis Pengaruh Indikator Fundamental dan Makro Ekonomi Terhadap
Beta Saham. Skripsi Fakultas Ekonomi dan Bisnis, Universitas Islam Negeri Syarif
Hidayatullah Jakarta. 20009.

[26] Fidiana. Nilia-nilai Fundamental dan Pengaruhnya Terhadap Beta Saham Syariah Pada
Jakarta Islamic Indeks. Jurnal Ekuitas Vol.13 No.1 Maret 2009.

[27] Halim, Abdul. Analisis Investasi. Jakarta: Salemba Empat. 2005. Hamid, Abdul. Pasar
Modal Syariah. Jakarta: Lembaga Penelitian UIN Jakarta. 2009.

[28] Harahap, Sofyan Syafri. Analisis Kritis atas Laporan Keuangan. Jakarta: PT. Rajawali
Pers. 2010.

[29] Herutono, Slamet. Analsis Pengaruh Fundamental Perusahaan Terhadap Risiko
Sistematis Saham Pada Perusahaan-perusahaan Properti. Tesis Fakultas Ekonomi dan
Bisnis, Universitas Gadjah Mada. 2009.

[30] Heykal, Mohamad. Tuntunan dan Aplikasi Investasi Syariah. Jakarta: PT. Alex Media
Komputindo. 2012.

[31] Huda, Nurul dan Nasution, Mustafa Edwina. Investasi Pada Pasar Modal Syariah.
Jakarta: Kencana. 2007.

[32] Husan, Suad. Dasar-dasar Teori Portofolio dan Analisis Sekuritas. Yogyakarta: UPP
AMP YKPN. 1993.

[33] Moeljadi. Manajemen Keuangan Pendekatan Kuantitatif dan Kualitatif. Malang: Bayu
Media Publishing. 2006.

[34] Munawir S. Analisis Laporan Keuangan. Yogyakarta: Liberty Yogyakarta. 2004. Noor,
Henry Faisal. Investasi pengelolaan Keuangan Bisnis dan Penggembangan Ekonomi
Masyarakat. Jakarta: PT. Indeks. 2009.

[35] Rachmawati, Sisca. Analisis Pengaruh Faktor Fundamental Terhadap Risiko Sistematis
(Beta) Pada Saham LQ45 yang Terdaftar di Bursa Efek Indonesia (BEI) Periode 2006-
2008. Skripsi Fakultas Ekonomi Universitas Diponegoro. 2010.

[36] Rodoni, Ahmad. Investasi Syariah. Jakarta: Lembaga Penelitian UIN Jakarta. 2009.

[37] Sugiono, Arief. Manajemen Keuangan untuk Praktisi Keuangan. Jakarta: Grasindo.
2009.

[38] Sundrajaja, Ridwan S. Manajemen Keuangan. Bandung: Literata Lintas Media. 2010.

[39] Syamsuddin, Lukman. Manajemen Keuangan Perusahaan. Jakarta: PT. Raja Grafindo
Persada. 2007.

[40] Umar, Husein. Metode Riset Bisnis. Jakarta: PT. Gramedia Pustaka Utama. 2003 Umar,

Husein. Metode Untuk Penelitian Skripsi dan Tesis Bisnis. Jakarta: Rajawali Press. 2011.

DOI 10.18502/kss.v3i8.2513 Page 274



E KnE Social Sciences ICIFEB

[41] Widarjono, Agus. Analisis Statistika Multivariat Terapan. Yogyakarta: STIM YKPN.
2010.

[42] www.bi.go.id

DOI 10.18502/kss.v3i8.2513 Page 275


www.bi.go.id

	Introduction
	Literature Review
	Optimum portfolio
	Single index model (SIM)

	Research Methodology
	Data analysis method

	Result of Research and Discussion
	Analysis process
	Comparison of expected return, standard deviation and variants of Sharia bank financing
	Calculating alpha, beta and variance error of Sharia bank financing
	Calculating excess return to beta (ERB)
	Calculating and determining the value of cut-off point (C*)
	Determine the optimal portfolio and the proportion of funds of each portfolio-building share
	Calculating portfolio return and risk


	Conclusion
	Implications
	Recommendations
	References

