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Abstract

Islamic capital markets have become the focus of increasingly intense research, sparking high interest in
investments that align with Islamic finance principles. This journal, entitled "Sharia-Based Investment
Strategy: Optimizing Returns and Minimizing Risk in the Capital Market," comprehensively discusses key
concepts in Sharia investment strategies. The importance of developing an investment strategy that
combines Islamic ethical principles to achieve optimal returns. The literature study research method
investigates stock selection, portfolio diversification, and risk management in the Sharia context. The
discussion results highlight the diversity of existing views and strategies and challenges and opportunities
in implementing Sharia investment strategies. The conclusion summarises the findings and emphasizes the
urgency of developing strategies that combine Islamic finance with effectiveness and sustainability in
global capital markets.
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Introduction

Islamic capital markets have become the focus of increasing attention in recent years, along with
growing awareness of the principles of Islamic finance in the investment world. With values that promote
fairness, sustainability and transparency, Sharia-based investment strategies offer a unique and responsible
approach to financial asset management. This journal aims to investigate Sharia-based investment strategies
with a focus on two crucial aspects: optimizing returns and minimizing risks in the capital market (Setiawan,
2006).

Capital markets, as one of the main instruments in the global financial system, have an integral role in
allocating economic resources. The growth of the Sharia capital market as a conventional alternative provides
a significant impetus for portfolio diversification and the formation of investments that comply with Sharia
principles. These principles include prohibitions against usury (interest), excessive speculation, and
investment in industries prohibited by Islamic law, such as gambling and alcohol (Soemitra, 2017).

In this context, Sharia-based investment strategies are key to achieving financial goals that align with
Islamic ethical and moral values. The main focus of this journal is to discuss how this investment strategy can
optimize returns, taking into account the unique characteristics of the Islamic capital market while reducing
the risks that investors may face (Hanafi, 2023).

The literature review will involve an in-depth review of current literature covering key aspects of
Sharia-based investment strategies, including stock selection, portfolio diversification, and risk management.
By analyzing various approaches that previous researchers have proposed, we can identify the opportunities
and challenges faced in optimizing returns and minimizing risks in the context of the Islamic capital market.

Apart from that, this journal will also present empirical research results that test the effectiveness of
Sharia-based investment strategies in various market conditions. Through this research, it is hoped that
empirical evidence can be found supporting this strategy's effectiveness in achieving the financial goals
desired by Sharia investors. Thus, this research will contribute to the academic literature on Islamic capital
markets and provide practical insights to practitioners, regulators and investors interested in developing
Sharia-based investment strategies. It is hoped that the conclusions of this journal will provide a clear view
of how Sharia-based investment strategies can be an attractive choice for investors who seek an optimal
balance between return and risk in a dynamic capital market environment.
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Research Methods

This research uses a literature study method to investigate and analyze various theories, concepts,
research findings and views related to Sharia-based investment strategies in the capital market. The first step
involves careful identification of the research topic, focusing on optimizing returns and minimizing risks. The
search for information sources was carried out systematically through academic databases, books, scientific
journals, articles and related official publications. Literature is selected and sorted based on criteria such as
relevance, year of publication, and source credibility. In-depth analysis is carried out to understand key
concepts, theories and research findings, which are then synthesized to present a complete understanding.
Findings from the literature are presented systematically in this journal, followed by a discussion that links
the findings to research objectives, identifies knowledge gaps, and provides in-depth insight into Sharia-
based investment strategies. The research conclusions are based on literature synthesis and discussion,
providing a concise overview of the understanding of Sharia-based investment strategies found through the
literature review.

Result And Discussion
1. Stock Selection in Sharia Investment Strategy

Stock selection is key in a Sharia investment strategy focusing on Islamic ethical principles. This
literature explains how investors can choose shares that comply with Sharia principles, which involves
a deep understanding of the prohibitions against usury, gambling, and certain sectors. By involving
fundamental and technical analysis adapted to Islamic values, Islamic stock selection strategies are
outlined to provide practical guidance for investors. This understanding is essential to achieve return
optimization while maintaining integrity from a Sharia perspective (Maulana, 2018).

The fundamental analysis approach in selecting Sharia shares involves assessing the company's
financial performance by considering Sharia factors. This includes evaluating financial statements to
ensure the company is not involved in haram activities and understands that the financial structure
complies with Sharia principles. In this regard, the literature provides a detailed framework on how
investors can analyze financial ratios, earnings growth, and other factors relevant to assessing shares
from a Sharia perspective.

Apart from that, technical analysis is also introduced as an important instrument in selecting
Islamic shares. Stock price charts, technical indicators, and certain patterns can be used to identify
investment opportunities that comply with Sharia principles. In this context, the literature provides
concrete examples and case studies of how investors can combine technical analysis with a Sharia
perspective to obtain more complete and accurate information.

2. Portfolio Diversification in the Sharia Context

Portfolio diversification is crucial in achieving sustainable investment goals, and in this literature,
emphasis is placed on how diversification can be integrated with Sharia principles. Diversification in a
Sharia context involves careful asset allocation to avoid unsuitable sectors and minimize investment
risks.

First, the literature discusses sectoral diversification in Sharia portfolios. Investors are provided
insight into halal or haram sectors in Islam, thereby enabling them to build portfolios that include
sectors that comply with Sharia values. Through sectoral diversification, investors can reduce the risks
associated with fluctuations in the performance of certain sectors.

Diversification is also explained in the context of different financial instruments. This literature
discusses how Sharia investors can allocate their assets between shares, bonds and other financial
instruments in accordance with Sharia principles. By understanding the characteristics of each financial
instrument, investors can create a balanced portfolio that suits their financial needs and ethical values
(Ristianawati, 2022).

3. Risk Management in Sharia Investment

Risk management is an important element in Islamic investment strategies, and this literature
discusses various techniques and approaches to protect investor portfolios from market volatility. One
of the main focuses is how understanding derivatives can be used for risk management in accordance
with Sharia principles (Fasa, 2016).



First, the literature explains that Sharia derivatives must comply with the principles of gharar
(unacceptable uncertainty) and be used for clear hedging purposes. Within this framework, investors
can use derivative contracts that comply with Sharia principles to protect their portfolios from
fluctuations in exchange rates, interest rates and commodity prices.

Risk management also involves a deep understanding of the macroeconomic and geopolitical
factors that can influence the market. This literature discusses how Islamic investors can identify these
risks and take preventive steps to protect their portfolios. An in-depth analysis of global risks, including
the impact of certain events on Islamic investments, provides a comprehensive view of how risk
management can be carried out considering Sharia aspects.

Conclusion

Based on the discussion above, it can be concluded that by exploring key aspects such as stock
selection, portfolio diversification, risk management, and related challenges and opportunities, this journal
opens the door to in-depth understanding for investors, researchers and financial practitioners.

In stock selection, this journal provides insight into how investors can utilize fundamental and technical
analysis adapted to Sharia values. A deep understanding of Islamic prohibitions and company performance
evaluation methods is an important basis for investors to build an ethical portfolio that aligns with Sharia
principles.

Portfolio diversification is also in the spotlight, with the journal discussing the importance of careful
asset allocation to avoid sectors that are incompatible with Sharia values. Sectoral and financial instrument
diversification provides a comprehensive view of how investors can build a balanced portfolio, covering
sectors and financial instruments that comply with Sharia principles.

Risk management, as a key element in investment strategies, is addressed using derivatives that
comply with Sharia principles. This journal provides practical guidance on how investors can use hedging
instruments while adhering to Islamic ethical principles, as well as how they can identify macroeconomic and
geopolitical risks that may affect their portfolios.
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