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ABSTRACT

The research will be focusing on CWLS's growth and development of its
implementation by researching its potential utilization in the capital market and the
challenges and setbacks that affect the growth and penetration of the instrument in the
capital market. The research study utilizes a combination research method, which utilizes
both qualitative research and quantitative research, which are achieved through conducting
primary interviews with the critical interviewees within the related field of expertise to the
topic of the research and utilizing Analytical Hierarchical Process (AHP), which enable the
quantitative method to be utilized using the qualitative data inputs from the interviews. The
results are shown that CWLS s still lagging in terms of regulations and laws conforming. In
addition to the lack of socialization or education to introduce the CWLS instrument to the
potential investors. Nevertheless, along with the challenge, the population's adaptation
capabilities to information technology and financial literacy affect the lack of growth and
development of CWLS to be implemented. On the other hand, the research has shown a
confident perspective in regards to the potential utilization and the features with the diverse
investment activities and Shariah compliance adaptation implemented through CWLS,
opening more opportunity for a more varied scale of implementation as well as a variety of
investment activities and asset under management.

Keywords: Cash Wagf, Sukuk, Islamic Instrument, Analytical Hierarchy Process.
JEL Classification Code: G10, G20, M21, M41.
INTRODUCTION

The advancement of Islamic finance in the modern world, developed in terms of the
systematic knowledge of Islamic finance and its application into the economic system, has
garnered a positive response globally. The fundamental highlights of Islamic finance focus
not only on commercial transaction treatments but also stresses the importance of upholding
the Shariah values in the ever-developing age, with the principal value focuses on economic
and financial practices which condemn Riba (extracting money from money), Mayshir
(Gambling and Speculation), and Gharar (uncertainty-based transactions), as upheld by
Islamic values (Nugroho et al., 2017).

Shariah, banking and finance development, has been experiencing rapid growth,
improving Shariah mutual funds, bonds, Shariah pawnshop practices, Shariah insurance,
Shariah capital market, and Baitul Mal wat Tamwil-Islamic Microfinance (BMT), among
many others. In this respect, the Shariah financial approach and economical approach have
covered the financial and real sectors, including Shariah Hotels and Shariah Multilevel
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Marketing, among other things. The continuing growth of Islamic finance can be traced to
developing its financial instruments throughout the world. This particular research would
highlight specific financial instruments Sukuk or familiarly, referred to as Shariah bonds
Wagf (Endowment fund).

In Indonesia, Bank Indonesia (BI) has valued Shariah finance's potential to contribute
to commercial, financial instruments and develop its economy. In this respect, the Indonesian
Wagf Board (IWB) focuses on the development of Sukuk and Waqf market, along with the
development of State Shariah Securities, with each of which according to Mohammad Nuh,
Head of IWB stated in 2018, there was Rp 199 billion worth of waqgf funds utilization as per
March 2018 (Saptono, 2019). One of the recent initiatives attempted through collaboration
between IWB, Bank Indonesia (Bl), and the finance ministry for the launch of Cash Waqf
Linked Sukuk (CWLYS).

CWLS serves as one of the new investment instruments in Indonesia's Shariah Capital
Market. It is composed of a combination of the allocation funds through Cash Waqf and
Sukuk. This incentive is supported by utilizing the investment instrument through several
Banks in collaboration with IWB. In 2019, the number of funds managed and allocated was
gathered through IWB as the nazir through BNI Shariah bank as the Islamic Financial
Institution (IF1) recipient of cash waqf be issued by the ministry of finance. In response, the
cash waqf accumulated was amounted to Rp 50 billion to be issued, which would be
supported for Wagf Sukuk to develop a variety of Sukuk instruments (Utami, 2020).

In the recent discovery of this research, the amount of Cash Wagqf Linked Sukuk is
approximately Rp 54.623.851, managed by BNI Shariah bank, and Rp 62.244.101 managed
by Muamalat Bank Indonesia. This amount was accumulated and issued due to the
regulation, which established a waqgf fund threshold of Rp 50 billion for issuance. Based on
the CWLS issuance's perspective in the Indonesian capital market, the financial instrument
has experienced several obstacles and challenges for its utilization and exposure in the
Indonesian Shariah capital market (Fauziah et al., 2021).

Thoroughly studying the implementation of CWLS, which comprises Sukuk and
Wagf as the supporting financial investment package, several research types focus on the
potential investors' perspective and the capital market development experienced in the
Indonesian Shariah Capital Market. In this respect, the Indonesian capital market research
would represent Sukuk and Wagf development in Indonesia and its market potential (Musari,
2016; Nugroho et al., 2020). However, research conducted to study the utilization of the
Wagf fund and its allocation system in Indonesia is relatively lacking, particularly in the
socialization of Wagqf, indicating the apparent lack of literacy of Waqf in the Indonesian
population (Sardiana & Zulfison, 2018). Also, there have been several studies focusing on the
investment risk and risk management in Cash Wagf, in which discovered that in identifying
the underlying asset value of productive waqf fund allocation may be deducted during the
investment period due to notable factors of loss that occurred from the business risk of the
Wagf itself, natural depreciation on value, and potential loss due to the business and financial
risk (Ahmed, 2007). Depreciation issue is also elaborated through the argument in which for
fixed physical assets that are invested through Waqgf (Buildings, for instance) are exposed to
the potential risk of depreciating value due to lack of renovation/maintenance, natural
disasters, deteriorating value due to inflation, force majeure occurrence and also
mismanagement by the Nadzir can affect the risk (Hasanah, 2011).

Despite this, however, studies have also emphasized Waqf and Sukuk's potential
implementation into the capital market to generate prospective investment through its various
financial instruments and investment allocation. One of which regarding the potential of
Wagf, particularly Cash Wagf, provides the opportunity of more dynamic Waqgf fund
allocation, with the apparent development of Figh concepts that are more approachable to the
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economic environment, thus enhancing waqf management and collaboration with Islamic
Financial Institutions (IFI) and other shariah banks further to improve the Asset under
Management (AUM) value of productive Waqgf investment (Abdullah, 2018). Although this
is also in acknowledgment of the apparent challenges of ensuring public trust in Wagf and the
challenge in asset management in Wagqf since most of the underlying assets are primarily on
fixed assets such as land and building, thus imposing risks on administrative and land
ownership issues (Anuar et al., 2019).

Furthermore, based on the potential implementation of CWLS, analysis is needed
relating to (i) How is the potential for public acceptance of CWLS products based on aspects
of financial literacy; (ii) What is the potential for public acceptance of CWLS products based
on technological literacy aspects; (iii) What is the potential for public acceptance of CWLS
products based on regulatory aspects; (iv) What is the potential for public acceptance of
CWLS products based on the risk aspect; (v) What is the potential for community acceptance
of CWLS products based on the aspect of utilization. Therefore, the purpose of this study is
to analyze the potential implementation of the CWLS product. The implications of this
research are as input for practitioners, regulators, and academics related to the development
of wagf in the future. In addition, the novelty of this research is related to the topic of CWLS,
which is viewed from aspects of financial literacy, technological literacy aspects, regulatory
aspects, risk aspects, and utilization aspects.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Al-Ghazali interpreted Magashid al-Syariah in Shariah's perspective as "a means and
objective of preserving for fundamental survival, maintaining damage factors, and
encouraging prosperity.” Therefore, Magashid is upholding as it becomes the fundamental
principle in developing Islamic finance and economy, represented through the mechanism of
financial transactions, to encourage prosperity and preserve wealth, as classified by
daruriyyat (Nugraha et al., 2020). Also, according to Nordin et al. (2017), in a discussion of
Magashid Syariah for assets, it becomes an essential highlight in achieving the highest
objective, guidance in religious values (Hifzh al Din-Maintain the religion). According to
Afiyana et al. (2019) and Sukmadilaga & Nugroho (2017), Magashid al Syariah's principles
emphasize ethics, moral, social, and religious values to ensure fairness, equality, and justice.
Moreover, Islamic finance activities and investment also include waqgf fund allocation and
Sukuk issuance and management, with highlights in wagf investment on land assets as the
underlying assets (Dewi et al., 2020). Therefore, the implementation of Islamic teachings
must be totality or kaffah so that all human activities, including commercial activities, can
impact increasing the welfare of the ummah or benefiting the community.

Sukuk is defined as Shariah bonds, and according to AAOFI (Accounting and
Auditing Organization for Islamic Financial Institution), the definition of Sukuk are as
follows: Investment Sukuk are certificates of equal value representing an undivided share in
the ownership of tangible assets, usufructs, and services, or (in the ownership of) the assets of
particular projects or unique investment activity; however, this is true after receipt of the
value of the Sukuk, the closing of subscription and the employment of funds received for the
purpose for which the Sukuk was issued. Based on this definition, Sukuk instruments are
available on various instruments representing special investment activities or projects with
the allocation of underlying assets, conversely related to bond markets, found through the
causal relationship between Sukuk and conventional bonds (Rahman et al., 2020).
Furthermore, the potential of Sukuk is closely comparable to Conventional Bonds (CB) in
which comes from conventional Investment Banks (IB). In this respect, various studies focus
on comparing each of the instruments' performance and risk factors. One factor studied about
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the topic is that the target return regarding the capital structure, in which Sukuk was studied
to perform better than conventional bonds due to the variety of investment activities in
underlying assets, provides more coverage than conventional bonds (Sherif & Erkol, 2017).
Wagqf is the word derived from the Arabic word “Wagqafa,” which translates to "sustain™ or
"stop” or "stationery." In this respect, in Islam, Wagf is not precisely mentioned in the Quran.
However, Wagf in principles itself is highlighted in the Quran and the Sunnah. Wagf refers to
establishing funds and administering the appointed trustee for charitable activities according to
shariah compliance (Mahat et al., 2015). Waqf serves two general-purpose, in which it provides
a medium to a perpetual cycle of rewards upon the donor while also contributing towards socio-
economic benefits for the community. On the other hand, referring (Monzer Kahf & Amiirah
Nabee, 2017) define Waqgf as follows: holding particular property and preserving it for the
confined benefit of specific philanthropy that prohibits any use or disposition outside that
specific objective. Based on the interpretation and definition of Wagf, it suggests that Wagf not
only represents donation for an immovable property but also includes a donation to movable
property or charitable causes, comprising of donation through usufruct and cash, which
indicated the means of Waqf is mainly for a nonprofit cause. The potential function and
utilization of Waqgf have put attention to the financial system to acknowledge the scale of
utilization and potential of Waqgf and its allocation towards the projects. In terms of its scale,
Wagf can be implemented through every scale of activities, varying from small, microscale in
which implemented for small scale waqf projects, emphasizing the maximum participation from
targeted community or institutions through a minimum wagf contribution (Azha et al., 2013).
Several countries in which the implemented Islamic microfinancing system have affirmed Waqf
and Zakat's implementation to contribute and benefit economic activities in the targeted
communities, which focuses more on the community's development instead of providing
financial services required for the underprivileged community (Sait & Lim, 2005). There is also
a more extensive implementation of Wagqf, especially the implementation in IFI and Islamic
banks to utilize the management of Wagf, which utilized to complement monetary instruments
to be beneficial Shariah compliance investment and financing, unlocking the potential for waqf
allocation for financial investment. In terms of its instruments, Waqf mainly comprises a
variety of financial instruments utilized for the projects. One of the mainly accepted
instruments is Cash Wagf, which has become the accepted instrument allocated on projects,
both in terms of moveable properties and immovable properties in the community (Khalig et
al., 2019). The variation of Cash waqf instruments is primarily implemented and introduced
by IFls and Islamic banks in accordance to the respective Shariah compliance investment,
which mainly includes but not limited to Mudarabah, Musharakah, Murabahah, ljarah, and
many more, which serves appropriately for the investment projects according to the Shariah
compliance (Aziz et al., 2021). Furthermore, the research analysis within the research scope
establishes relevant criteria and alternatives, which will be considered significant in studying
the research objectives. In this aspect, the possible criteria are presented as follows:

1. Utilization: Utilization refers to the potential of the available shariah investment alternatives are
measured in terms of their utilization capabilities, which in terms of Shariah financial instruments, refer
to the availability and capabilities of a variety of Shariah compliance to be implemented into each of
every financial instrument, and to be implemented towards underlying assets (Bahari et al., 2021;
Kasim, 2012). Besides, it also considers the scale of implementation, applicable to either small scale or
large scale implementation

2. Technological Literacy: Technological literacy refers to the level of technological literacy, indicated
through the participation of potential investors and their adaptation in using the digital platform or
technological gadgets to exercise investment decision, including on how to process information in the
digital age as well as the capability to make decisions from Information and Communication
Technology (ICT) (Metanfanuan et al., 2021).

3. Financial Literacy: It is referred to as financial literacy in a targeted segment of the population. In this
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respect, the criteria are highly considered due to the distribution of education and information regarding
the Indonesian population's financial investment and the significance of financial literacy in affecting
Shariah financial instruments' investment decisions (Sudirman et al., 2020).

4. Regulation: Regulation refers to the regulatory bodies or authorities with the established laws and
regulations conform to the shariah financial instruments and IFIs financial practices. In this respect, in
Indonesia, the regulation and law would refer to whether the shariah instruments being evaluated are
properly regulated or not. The rules and regulations can adequately regulate the alternatives. Moreover,
aside from regulation conforming to the investment alternatives, the laws and regulations regarding the
financial practices of the institutions would also influence the business practice such as bank capital,
ratios, market competition barriers, and sensitivity regarding credit lending (Saona, 2016)

5. Risk: Risk refers to the level of risk exposed by each of the shariah investment instruments. The level
of risk is measured by the exposure of each investment alternative to a degree of risk. The risk may
refer to the business and financial risk, and the risk of investment on the underlying assets such as fixed
asset depreciation, mismanagement, and deteriorating value (Hassan et al., 2013, pp.268; Lewis, 2008).
Nevertheless, based on the available shariah investment alternatives studied within this research, the
research decided on the three relevant alternatives to be further studied in terms of their relevance and
comparable level of significance in terms of its influence on the research objective, which is the growth
in CWLS introduction and implementation in Indonesian capital market. In this respect, the relevant
alternatives are presented as follows:

6. CWLS: CWLS refers to Cash Waqf's investment instruments linked with Sukuk instruments. These
particular instruments apply to a variety of shariah compliance and investment activities following the
investment in underlying assets

7. Shariah Sovereign Securities (Surat Berharga Syariah Negara/SBSN): SBSN refers to
government-issued Shariah securities that accommodated certain investment activities onto underlying
asset investment. SBSN is closely related to government-issued bonds/obligations with distinctive
shariah specifications

8. Shariah Stocks: Shariah stocks refer to the common stock issued and publicly traded in the Indonesia
Stock Exchange, in which Syariah stocks represent the stock composition of Syariah companies.

RESEARCH METHODS

The qualitative method of research will be conducted through interviewing primary
sources, which would be conducted through a semi-structured interview, to provide rigid
responses in accordance to the research objectives, but also provide room for improvisation or
extension on the progression of the research scope in which may be gained from additional
interviewee's responses. In addition to the semi-structured interview, the research will also
implement the Analytical Hierarchical Process (AHP). AHP is a research method that combines
the essence of qualitative data inputs to be processed into a quantitative method and is often
represented in terms of a matrix to allow comparison and association of criteria attributable to
the apparent alternatives to be compared quantitatively. Founded and developed by Thomas L
Saaty (Saaty, 2016) and this method is conducted by forming a hierarchical structure consisting
of:

1. Goal: represents the node of goal in which the research is trying to define as objective. The goal would
represent the result and target to be achieved under the underlying criteria attributed to the alternatives;

2. Criteria: Criteria represent the nodes that define the attributes or characteristics that affect the goal or
target condition. Criteria are attributable to the available alternatives being researched, which may be
measured over its importance, likeliness, probability of occurrence, and other types of measurement
utilized to compare and measure one alternative over the other;

3. Alternatives: Alternatives represent the available choice of alternatives/ options to be measured and
compared in terms of the criteria’ significance and how they affect the end goal.

The research team conducted the semi-structured interview involving the target interviewee with a
professional background in Islamic finance and economics. As a result, the interviewees collected in this research
regarding Cash Wagf Linked Sukuk in Indonesia are experts and practitioner in the institutions as follows:

1. Financial Service Authorities (Otoritas Jasa Keuangan/OJK)
2. Indonesian Wagf Board/ IWB (Badan Wakaf Indonesia/BWI)
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3. Bank BNI Shariah Headquarter, Jakarta.
The following interviewees interviewed are as follows:

Prof. Dr. Ir. Mohammad Nuh: Head of IWB

Much. Anwar Bashori: Chief Department of Syariah Finance and Economics, Indonesian Bank
Muhammad Fuad Nasar: Director of Zakat and Waqf Utilization Department, Ministry of Religion
Dwi Irianti Hadiningdyah: Ministry of Finance, Director of Shariah Financing

el N

In terms of the illustration, the hierarchical structure of the AHP method is illustrated in
figure 1 as follows:
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Alternative 01 Alternative 02 Alternative 03

Figure 1
AHP HIERARCHICAL STRUCTURE

The calculation of AHP criteria and alternatives regarding the significance or importance
value will be measured with Saaty’s 9-point scale ratio. The scale will be representing the value
of 1 to 9. The larger the value, the higher the significance of the attribute being measured. The
outlines of the description of the significance of the value are shown as in Table 1, as follow:

Table 1
SAATY’S 9-POINT SCALE
Definition Intensity of Importance
Equal Importance
Weak
Moderate Importance
Moderate Plus
Strong Importance
Strong Plus
Very Strong or
demonstrated importance
Very. Very strong 8
Extreme importance 9

Source: Rozan, 2016 (The Analytic Network Process for Dependence and Feedback)

~NOORARWIN|F-

The intensity of each node's importance is measured and compared between criteria, and
eventually, the attributed alternatives will be compared with matrix calculation to compare the
importance of the values. The results will be eventually computed and compared as it represents
the compared value of the significant factor in regards to the qualitative data inputs. For
example, when criteria A is valued at 3 when compared with Criteria B, then it indicates that
criteria A are three times more important than Criteria B, while Criteria B is 1/3 as critical as
criteria A, and further on. The result obtained from each of the respondents’ pairwise comparison
would be calculated for the Geometric mean. Finally, the geometric mean calculation will
represent the group’s response, concluding the quantitative results.
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RESULTS AND DISCUSSION
Interview Analysis

The interview results with four respondents provide perspective and insights
regarding the underlying challenges and obstacles revolving around CWLS and hampering its
growth and penetration in the Indonesian capital market. On the other hand, there are several
criteria in which CWLS may excel in its potential utilization in the capital market, generating
potential competitive value and prospective investment instruments compared to the other
observed investment instrument. In this respect, the summary of the qualitative response
obtained from the respondents are as follow:

1. CWLS is introduced and implemented to integrate between Cash Wagf instrument with Sukuk
instruments, which would provide essential improvement to Shariah's capital market growth and appeal
to the potential investors and participation of funds in the shariah capital market. Besides, Muhammad
Fuad Nasar emphasized the potential utilization of Wagf funds implementation, which would support
the large-scale financial activities such as government-supported projects, or the small scales such as
supporting the financial incentives/programs of Small Medium Enterprises (SME).

2. The potential utilization of CWLS will be utilizing the potential of Cash Waqf to be allocated to the
potential Sukuk instruments, which would create value. Professor M. Nuh responded that the essential
supporting program and regulation would provide CWLS with the potential of diversification and
flexibility in terms of its capabilities to appeal for more extensive fund participation from retail
investors.

3. The challenges of CWLS and the implementation of its supporting program lies in regulation and laws
conforming to the instrument. In this respect, according to Anwar Bashori, the aspect of governance
and regulations imposed on CWLS are considerably lacking, thus would increase the potential risk,
both in terms of business risk (such as mismanagement and deteriorating assets) and financial risk,
which would negatively affect the growth of the instrument.

4. The other underlying factor to CWLS penetration in the capital market lies inadequate technological
and financial literacy in the Indonesian population. In this respect, the lack of financial literacy,
especially regarding shariah financial instruments, which according to Professor Muhammad Nuh, and
the survey conducted by BWI which revealed that the Indonesian community's literacy regarding basic
knowledge and familiarity to Waqgf investment is 50,67 low and 37,97 low, respectively. The index on
wagf literacy was recorded at 50,48 low, which represents the low familiarity of the Indonesian citizens
with Wagqf. Furthermore, this condition is further affected due to the lack of adequate access and
literacy to technology, which concerns investment activities relating to the lack of information
technology, both in terms of access and literacy level.

AHP Calculation Analysis- Criteria

Based on the AHP Matrix Calculation, under the AHP structure. The method utilizes
the pairwise comparison, which compares and assesses the quantitative measurement
between the elements structured in the cluster (e.g., a goal with the Criteria, Criteria, and
Alternatives) measured through the 9-point scale value to compare to the significance in
between the elements. In this respect, the results have shown the significance level of criteria
in regards to achieve the goal, based on the geometric mean results of the four respondents, as
shown in Figure 2:
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Figure 2
CRITERIA WEIGHTED RESULTS

Based on the result figure 2, the respondents' responses regarding the most critical
criteria affecting the growth and utilization of CWLS in the Indonesian capital market are the
Regulation criteria (0.43). The regulation represents the references and affirmation of
interviewees. The majority of the interviewees responded strongly with regulation as the most
significant criteria due to the Indonesian capital market condition. However, the regulation
regarding CWLS has not been adequately established, issues regarding complex treatment
and interpretation still an ongoing debate between Islamic institutions concerning the Nadzir
and fatwa in which proclaimed by the representative in Islamic institutions, along with the
consensus with the state regulators and Financial Service Authorities, as well as the
Indonesian Bank. Besides, utilization is considered the second most significant criterion in
affecting the growth of CWLS by considering the potential of fund allocation and investment
activities capable of conducting over each of the shariah investment alternatives. In this
respect, the utilization criteria refer mainly to each alternative's potential in applying for
various Shariah compliance (e.g., Mudharabah, Murabahah, and Musharakah).

Below is also presented the results of the criteria weighted, in accordance to the
respective respondents, as shown in Figure 3 below:
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Figure 3
CRITERIA WEIGHTED, RECORDED 4 RESPONSES (NOT COMBINED)
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AHP Criteria Analysis- Financial Literacy

Based on the criteria of financial literacy, the compiled criteria weighted results
obtained from four respondents are represented as follows:

0.80 0.69 0.69 0.70
Vv 0.61
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a
| 0.40 .
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U 020 00 0.0 0.1 0.1
e
000 M | [ | [ |
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B CWLS m Syariah Stocks SBSN

Figure 4
CRITERIA WEIGHTED FOR FINANCIAL LITERACY

Based on the criteria prioritization results in financial literacy, Shariah stocks are the
most preferred based on the priority level counted from four of the respondents. This result
indicates the lack of financial literacy and socialization regarding the other shariah
investment alternatives (SBSN and CWLS). In this respect, the respondents stated that most
Indonesian investors are well familiarized with Shariah Stocks, followed by Shariah
Sovereign Securities (SBSN). However, most of them are not yet familiar with CWLS, thus
indicating low participation and interest in investing in CWLS in the current financial market.

AHP Criteria Analysis- Technological Literacy
Technological literacy is considered the criteria with significance in utilizing and
implementing technology, especially information technology, which is integrated into the

investment practice and decision-making. In this respect, the criteria weighting of the four
respondents are represented, as shown in Figure 5:

0.60

0.55 0.55
0.50 o1
V' 040 03 0.38.38.33
26
| 030 o, 024 D24
0.20
0.10 I I
0.00
R1 R2 R3 R4

Respondents

[«}]

m <

B CWLS m Syariah Stocks SBSN

Figure 5
CRITERIA WEIGHTED FOR TECHNOLOGICAL LITERACY
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Based on the results above, the Shariah Stocks are the alternative to have the highest
significant Technological Literacy aspect. Furthermore, based on three of the respondents (4™
respondent agreed to confirm the equal level of importance of technological literacy factor
attributed to each of the alternatives), Syariah Stocks are considered as the most attributed to
the significance of technological literacy. In the current era of information technology,
technological literacy is paramount in assisting and referencing investment practice and
decisions and utilizing the technology to conduct financial investment practice as technology
is becoming more implemented and integrated into the activities within the financial system.

AHP Criteria Analysis- Regulation

Regulation is considered significant in terms of the available and adopted laws and
regulations exercised by the regulatory bodies to properly regulate the activities and financial
practices in the capital market. Based on that factor, regulation serves as one of the essential
criteria measured through the level of regulation established and exercised upon the
utilization of each of the investment alternatives. In this respect, the results of the criteria
weighting obtained from the four respondents are as follows in Figure 6:
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Figure 6
CRITERIA WEIGHTED FOR REGULATIONS

Based on the results, Shariah Sovereign Securities (SBSN) has the highest level of
prioritization in terms of regulation, as the respondents affirm that SBSN in the Indonesian
Shariah capital market is the most regulated financial instruments. It is regulated by the
Financial Service Authorities, Indonesian Bank, and the Islamic institutes regarding
utilization, Shariah compliance, and the fund allocation and investment in underlying assets.
Shariah Stocks followed as the second most regulated financial instruments, with the pre-
existing common stocks practiced in the Indonesia Stock Exchange, with the Shariah
compliance treatment in Shariah stocks following. CWLS, in this respect, are deemed to be
less regulated and therefore are less favorable in terms of the level of regulation imposed in
the financial instrument.

AHP Criteria Analysis- Risk

Risk refers to the criteria weighting of the level of risk imposed onto a specific
investment alternative. The risk criteria are measured through how high or significant risk is
attributed to the shariah investment alternative. The higher the results will be in which risk is
positively correlated in the investment alternative. The results are presented as follows in
Figure 7:
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Figure 7
CRITERIA WEIGHTED FOR RISK

Based on the results obtained from 4 respondents, the results have shown that CWLS
in the current condition imposed the highest risk level. The justification of risk is expressed
through a low level of literacy and socialization regarding CWLS as an investment
instrument. In addition, the unclear presentation of law and regulation regulates the financial
instrument properly. In this respect, the risk is attributed to uncertainty regarding the
instruments' potential and risk factors.

AHP Criteria Analysis- Utilization

Utilization refers to the potential of utilization under the potential of each alternative
in terms of criteria. In this respect, utilization is measured and weighted as criteria regarding
how likely the investment alternative can utilize, both in terms of their investment potential
and the potential of Shariah compliance to be implemented into the investment. In this
respect, the response obtained from the four respondents are as follows in Figure 8:
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Figure 8
CRITERIAWEIGHTED FOR UTILIZATION

Based on the results shown above, four of the respondents favor CWLS to have the
highest likeliness regarding its utilization potential, followed marginally by Shariah
Sovereign Securities (SBSN). In this respect, CWLS is favored. This is because it integrates
Cash Waqgf and Sukuk's instruments, which provide various investment opportunities,
whether investment in underlying assets, fund investment allocation, and Shariah compliance
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imposed as the contractual agreement towards special investment activities.
CONCLUSION, RECOMMENDATION, AND EVALUATION

Based on the criteria analysis outlined, the results of the AHP calculation are
synthesized using the AHP method, which provided with Normal values and adjusted for
geometric mean to represent the collective results of all of the respondents, thus representing
the overall results of the pairwise comparison of the criteria, attributed to the alternatives, and
their influence towards achieving the goal. In this respect, the results of the alternative
synthesized model are as follows in Figure 9:
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CRITERIAWEIGHTED FOR ALTERNATIVE PRIORITIZE

Based on the research study results, research analysis concludes regarding the
utilization of CWLS in the Indonesian Shariah capital market and the challenges and
potential criteria that may affect the development of CWLS as a shariah investment
instrument. In this respect, the research affirms the potential of CWLS in comparison to the
available shariah investment instrument in the capital market, such as SBSN and Shariah
Stocks, that CWLS holds the potential towards more extensive coverage in terms of its
utilization and potential investment activities. Furthermore, based on the instruments'
integration between Cash Waqgf and Sukuk, more significant asset allocation and investment
in the portfolio and more variety of risk assessment portfolios are required according to the
shariah compliance imposed on the contractual agreement (e.g., Mudharabah, Murabahah,
and Musharakah). Hence, CWLS would allow more extensive coverage, both in terms of the
scale of implementation, and the investment activities, contributing to the financial activities
and economic incentives towards the larger population in Indonesia.

However, the research also highlights the underlying challenges and obstacles which
affect the development of CWLS. Several of the challenges studied in the research are the
factor of lack of education and socialization regarding shariah investment instrument,
significantly CWLS would hamper the rate of growth and participation of potential investors
to CWLS. Also, the regulation factor that is still unclear in regulating CWLS would expose
CWLS to potential risk and skepticism between the potential investors, thus affecting the rate
of CWLS penetration in the Indonesian Shariah Capital Market.

In terms of risk assessment, CWLS still possesses several uncertainties regarding its
implementation and investment coverage, which would impose doubt and skepticism among
the investors to put interest and participate in CWLS investment. The research results would
conclude in regards to the potential development of CWLS in the Indonesian capital market.
These criteria and factors should be reviewed and properly evaluated to overcome the
underlying challenges and further contribute to the full utilization of CWLS in the Shariah
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Capital Market.
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