
General Comments

The paper provides evidence that the empirical work is original based on the ZSE data.
The literature review and the theoretical back ground appear to be adequate for a short
article such as the current one.

The results are based on over 500 simulated results averaged for each size of the
portfolios (1 – 62 stocks) computed with a VBA macro. Hence it shows that a substantial
amount of secondary data analysis has taken place to generate the information for the
study.

Some of my observations are listed below which can be classified as minor suggested
changes. Therefore the article is accepted subject to minor modifications.

Introduction
Much of the focus of …….. has hammered on the importance (please replace the word
“hammered” with “focused”)

Please include Evans and Archer (1968) writings in the introductory chapter. It is
suggested that reference to this published work is included in the introductory chapter
before referring to the empirical work of Bradfield and Kgomari (2004). A suggestion is
given below;

“The risk of a portfolio decreases as the number of different stocks in it increases. Evans
and Archer (1968) observed that the risk reduction effect diminishes rapidly as the
number of stocks increases, however concluded that the benefits of diversification almost
exhausts when a portfolio consist of approx 10 stocks.

Concentration and diversification of stocks in a portfolio are relevant to risk return
measurements of a portfolio and hence citation of Evans and Archer (1968) is thought
relevant to add further theoretical basis to the study”.

Evans, J. L and Archer, S. H., (1968), “Diversification and the Reduction of Dispersion:
An Empirical Analysis”, Journal of Finance, Vol 23 pp 761-767

There were no VBA Excel Macro codes to check the accuracy of the variance calculation
to estimate the risk of a portfolio. Hence the results are assumed to be correct.

Under the Methodology followed;
The writer/author may strengthen their argument of initially limiting the portfolio size to
10 by citing Evans and Archer (1968) who found that the maximum risk reduction effect
by increasing the number of stocks is limited to 10 stocks in a portfolio.



Results and Discussion
1. The graph axis needs to be appropriately labeled, Y axis (Risk/Variance) and X

axis (No of Stocks in the Portfolio)
2. Grammatical error in the last sentence on the Scenario 3 (Figure 4) explanation;

….an (not and) investor has to hold…
3. An alternative last sentence for the above could be; “An investor may have to

hold as many stocks over 10 in a portfolio of the Industrial Index on the ZSE to
effectively reduce the portfolio risk to a minimum possible up to the total of the
62 stocks in the sector”

In the concluding paragraph I am not very convinced of the authors statement of “….a
portfolio must constitute all 62 stocks in the Industrial Index on the ZSE..”. Instead I
would suggest to state that “Further risk reduction can be achieved by holding more than
10 stocks in a portfolio up to the total of 62 stocks to achieve the lowest level of risk
possible for a portfolio of the Industrial Index on the ZSE”

Please check the comments of the other reviewers before making the change.

Finally may I suggest to reconsider a revision to the title of the paper considering the
focus on risk and the number of stocks in a portfolio to;
“Risk and Concentration of Portfolios on the Zimbabwe Sock Exchange after Currency
Reform”

Note: Anonymous Reviewer


