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The aim of this study is to analyze and compare the performance between 

domestic and foreign equity funds in Indonesia seen from the Treynor index, 

market timing, and stock selection ability. The population of this study is all 

equity funds registered in OJK (Financial Services Authority) in Indonesia, 

with a sample of 38 domestic equity funds and 25 foreign equity funds during 

the 2016-2018 period. The samples were collected by using a nonprobability 

sampling method with a purposive sampling technique. Data were analyzed 

using the Mann-Whitney U test. The results of this study show that the 

performance of foreign equity funds is better than the domestic equity funds 

seen from the Treynor index. The market timing ability of foreign equity funds 

is better than domestic equity funds. The stock selection ability of domestic 

equity funds is better than foreign equity funds. The practical implication of 

this study for investors and capital market players is to provide empirical 

evidence that there is a significant difference between the domestic and foreign 

equity funds performance in Indonesia, that can be considered in investment 

strategies. For investment companies that manage equity funds can be a 

reference to performance improvement, especially for negative performance. 
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1.  Introduction 

 

Stock equity funds are one of the most popular equity funds because investors can offer higher returns compared 

to other types of equity funds. Along with the ability to generate high returns, stock equity funds are also accompanied 

by high risks, so that the valuation of yields on the risk of equity funds is very important to do (risk-adjusted return). 

Based on this, it is important for investors to get to know the investment company to be chosen. Various factors can 
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support an equity fund company that is said to be good, including having a good reputation, background and 

experience, historical performance (profile risk and return), investment style, company group support, the number of 

assets managed and a number of customers, quality of resources and quality service. 

The performance evaluation of stock equity funds is very important for investors to choose and compare stock 

equity funds that are able to provide optimal benefits. Markovic & Kuzner (2015); Jaksic et al., (2015) and Mamta & 

Ojha (2017) stated that one method that can be used to measure the performance of stock equity funds is the Treynor 

index. The use of the Treynor index is based on the assumption that a portfolio is very diversified. Treynor index 

measurement uses systematic risk (measured by beta) so that it is right to be used to measure the performance of equity 

funds consisting of a collection of stocks that have been well diversified. If it has been well diversified, the 

unsystematic risk will be minimized, so that it only focuses on systematic risk. 

Research by Khan et al., (2016), shows the majority of equity funds in Oman have a positive Treynor Index that 

shows very good performance even in uncertain environments. Research by Markovic & Kuzner (2015), compares the 

performance of equity funds managed by foreign and domestic companies in Slovenia. The results showed that, based 

on the Treynor index, the performance of foreign companies was better than domestic companies. Unlike the research 

conducted by Zainul et al., (2014) and Utami & Artini (2018), conducted in Indonesia, show that there is no difference 

in performance between foreign and domestic companies. 

The ability of investment companies to manage stock equity funds in addition to the performance of the Treynor 

index can also be seen from the two main components, namely stock selection and market timing (Fama, 1972). Stock 

selection is related to the ability of investment management companies to choose the right stocks to be included or 

issued from equity fund portfolios so as to provide a better rate of return on market returns and to improve the 

performance of the stock equity fund itself (Alexandri, 2015). Market timing is related to the extent of the ability of 

investment companies to take advantage of market time, namely when it's time to buy securities and when to sell them 

again (Chen et al., 2013). The use of market timing and stock selection is based on reasons for changing time periods 

and market conditions so that when managing stock equity funds each company will take these steps to obtain an 

optimal rate of return for investors (Aggarwal, 2017; Dewi et al., 2017). 

Research conducted by Sundar & Irisappane (2015); Alexandri (2015); and Pandow (2017), shows that stock 

selection has a positive and significant effect on equity fund performance, while research by Rachmah & Juniar (2018), 

shows that stock selection does not affect the performance of equity funds. Neto et al., (2017), shows that the average 

equity fund in Portugal is not able to identify the right stock (stock selection). Research by Kharisma & Isdaryadi 

(2017), in Indonesia shows that only 2 (two) stock equity funds have stock selection capabilities from the 15 (fifteen) 

stock equity funds studied, similar to the research conducted by Panjaitan (2012), which found only 2 (two) equity 

funds that have stock selection capabilities. 

Kim & Sohn (2013) and Liao et al., (2017), in their research, show that companies have good market timing 

capabilities, respectively in Korea and China. Alexandri (2015); Pandow (2017); and Chen et al., (2013), found that 

market timing did not affect the performance of equity funds, where this condition illustrates that companies do not 

need the expertise to enter the market when they want to buy or sell securities. Research Dwiyana et al., (2017) and 

Kharisma & Isdaryadi (2017), show that none of the investment companies in Indonesia have market timing 

capabilities. Ramayanti & Purnamasari (2018), found that as many as 11 (eleven) investment equity fund companies 

have market timing capabilities. 

Investors must choose investment companies that have good performance in equity funds so they can benefit from 

the managed portfolio (Cakrie, 2013). With the increasing and growing number of equity funds and companies in 

Indonesia, both domestic and foreign companies, investors are faced with many choices so that information on 

strategies for choosing equity funds is very important and needed for investors. 

An interesting phenomenon about investment companies that manage equity funds in Indonesia is that 16 (sixteen) 

foreign investment companies control around 59% of equity fund managed funds at the end of 2013. This dominance 

is inseparable from the behavior of Indonesian investors who prefer to invest in foreign companies than companies 

domestic because they are considered more experienced through knowledge about the equity fund industry (Kustina 

et al., 2018). 

Several research results related to the performance of equity funds and the ability of the market timing and stock 

selection companies showed different results, so that the research gap for the research was carried out again, in addition 

to research on the performance comparison of domestic and foreign equity funds seen from the ability of market timing 

and stock selection still rarely done. This research is a comparative study that compares the performance of stock 

equity funds, the ability of market timing and stock selection of domestic and foreign companies in Indonesia with the 
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aim of whether the performance of stock equity funds managed by domestic and foreign companies is the same or 

different. 

 

Literature Review & Hypotheses Development 

 

Comparison of Performance of Equity funds for Domestic and Foreign Company Shares 

 

Analysis of the performance of equity funds is a stage that must be considered by investors before investing. One 

indicator to analyze the performance of equity funds is the success of the company's strategy in managing equity fund 

portfolios reflected in Net Asset Value (NAV). Research by Otten & Bams (2007), in the United States, examines the 

performance comparison of domestic (United States) and foreign (UK) equity funds. The results of the study show that 

British companies invest more in smaller companies than US companies, and there are no significant differences that 

distinguish the performance of domestic companies with foreign companies. Markovic & Kuzner (2015), in his 

research in Slovenia, showed that based on the Treynor index, the performance of foreign companies was better than 

domestic companies. 

Another study was also conducted by Deasy & Sihombing (2013); Aditya et al., (2019), to determine the 

performance of stock equity funds in Indonesia managed by local companies and foreign companies. Using the Treynor 

method, out of 4 equity funds that were outperformed in that period, all of them were equity funds managed by local 

companies. Wibowo & Hanafi (2017), in their research, showed that stock equity funds managed by foreign companies 

always ranked first in the rankings of the performance ratings performed. Performance appraisal based on the Treynor 

index and the level of consistency of ratings indicates that the equity funds of foreign companies are better than those 

of domestic companies. Based on this explanation, the hypothesis proposed is as follows: 

H1a: The performance of equity funds of foreign companies is significantly better than the performance of equity funds 

of domestic companies seen from the Treynor Index. 

 

Market timing is related to the extent of the ability of investment companies to take advantage of market time, 

namely when it's time to buy securities and when to sell them again (Chen et al., 2013). Research conducted by Kim 

& Sohn (2013) and Liao (2017), shows that companies have good market timing capabilities, which proves that the 

company has the ability to predict markets that are good in situations of ups and downs. 

Research conducted by Waelan (2008), shows that, of the 3 (three) equity fund companies that have market timing 

capabilities, 2 (two) of them are foreign companies. This is related to the active steps taken by equity fund management 

companies to optimize the returns obtained so that the average stock equity funds managed by foreign companies 

succeed in taking the right time in terms of when to sell and when to buy. Based on this explanation, the hypothesis 

proposed is as follows: 

H1b: Equity fund shares of foreign companies are significantly better compared to equity funds from domestic 

companies seen from the ability of market timing. 

 

Stock selection is related to the ability of investment management companies, in this case, the company to choose 

the right stocks to be included or excluded from the equity fund portfolio, so as to provide a better rate of return on 

market returns and improve the performance of the stock equity fund (Alexandri, 2015). Research conducted by Sundar 

& Irisappane (2015); Alexandri (2015); and Pandow (2017), shows that stock selection has a positive and significant 

effect on the performance of equity funds. The selection of the right stocks and in a bullish condition in the future will 

be able to bring a high return. 

The research conducted by Gi & Setiawan (2017), shows that out of 7 (seven) companies that have stock selection 

capabilities, 4 (four) of them are foreign companies. Foreign companies have more complete information so that when 

carrying out the analysis and the decision to elect shares that will be included and issued in the stock equity fund 

portfolio can be done properly than the domestic companies. Based on this explanation, the hypothesis proposed is as 

follows: 

H1c: Equity fund shares of foreign companies are significantly better compared to equity funds from domestic 

companies seen from the ability of stock selection. 
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2.  Materials and Methods 

 

This research was designed with a quantitative approach. Quantitative research will examine the relationship 

between variables measured numerically and analyzed using statistical techniques. This study examines the 

performance comparison of stock equity funds managed by domestic companies and foreign companies. The scope of 

the research is equity funds registered with the Indonesian Financial Services Authority (OJK). The data analysis 

method used in this study is the Mann-Whitney U Test to analyze the comparison of the performance of stock equity 

funds seen from the Treynor Index, market timing and stock selection. The Mann-Whitney U test was conducted to 

determine whether there were differences in the mean for independent samples. 

 

 

3.  Results and Discussions 

 

3.1 Comparison of Domestic and Foreign Stock Equity funds in Indonesia Viewed from the Treynor Index 

 

Comparison of stock equity funds of domestic and foreign investment companies in Indonesia as seen from 

performance based on the Treynor index during the 2016-2018 period is shown in Table 1. 

 

Table 1 

Mann Whitney Treynor Index testing result 

 

Mann Whitney U Test 

N Domestic 114 

 Foreign  75 

  Total 189 

Mean rank Domestic 87,89 

  Foreign 105,81 

Asymp. Sig 0,028 

Secondary Data, 2019 

 

Based on Table 1 it can be seen that the significance value is 0.028 (<0.050) which indicates that there are significant 

differences in the performance of equity funds of domestic and foreign stocks in Indonesia as seen from the Treynor 

index during the period 2016-2018, so H1a is accepted. The mean rank of equity fund shares of domestic investment 

companies of 87.89 has a smaller value than the mean rank of equity fund shares of foreign investment companies with 

a value of 105.81 so that the performance of equity fund shares of foreign companies is significantly better than those 

of domestic investment companies in Indonesia during 2016 -2018 seen from the Treynor index. 

 

3.2 Comparison of Domestic and Foreign Stock Equity funds in Indonesia Viewed from Market Timing Capabilities 

 

Comparison of stock equity funds of domestic and foreign investment companies in Indonesia based on market timing 

capabilities during the 2016-2018 period is shown in Table 2. 

 

Table 2 

Mann Whitney Market Timing testing result 

 

Mann Whitney U Test 

N Domestic 114 

 Foreign 75 

  Total 189 

Mean rank Domestic 88,08 

  Foreign 105,52 

Asymp. Sig 0,032 

Primary Data, 2019 
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The test results in Table 2 show that the significance value is 0.032 (<0.050) so H1b is accepted. The performance of 

equity funds for domestic and foreign investment companies in Indonesia is significantly different from the ability of 

market timing. The mean rank of a domestic investment company stock equity fund of 88.08 has a smaller value than 

the mean rank of an equity fund company of a foreign investment company with a value of 105.52 which indicates that 

the market timing ability of foreign investment companies is significantly better than that of domestic investment 

companies during the 2016-2018 period. 

 

3.3 Comparison of Domestic and Foreign Stock Equity funds in Indonesia Viewed from Stock Selection Capabilities 

 

Comparison of stock equity funds of domestic and foreign investment companies in Indonesia seen from the ability of 

stock selection during the 2016-2018 period is shown in Table 3. 

 

Table 3 

Mann-Whitney U Stock Selection testing result 

 

Mann Whitney U Test 

N Domestic 114 

 Foreign 75 

  Total 189 

Mean rank Domestic 101,60 

  Foreign 84,97 

Secondary Data, 2019 

 

The test results in Table 3 show that the significance value is 0.041 (<0.050) so that there is a significant difference 

between the performance of equity funds of domestic and foreign investment companies in Indonesia seen from the 

ability of stock selection. The mean value of equity fund shares of domestic companies is 101.60, which is greater than 

the mean rank of equity fund companies of foreign investment companies which is 84.97, which means that the stock 

selection ability of domestic investment companies' equity funds is significantly better than that of 2016- 2018, so H1c 

is rejected. 

The comparison of the performance of stock equity funds seen from the Treynor index shows that equity fund 

shares of foreign companies have a significantly better performance than the equity funds of domestic companies. The 

findings in this study support the results of Smirnova & Sprenger's (2009); Markovic & Kuzner (2015); and Wibowo 

& Hanafi (2017). Investment managers in foreign investment companies are considered more skilled in predicting 

returns on the basis of public information by considering systematic risk and have better experience and knowledge of 

the equity fund industry. 

Based on the ability of market timing, equity fund shares of foreign companies have a significantly better 

performance than equity funds from domestic companies. Investment managers in foreign companies' stock equity 

funds have active steps and technical capabilities in managing equity funds to optimize the return obtained so that the 

average stock equity fund managed by a foreign company manages to take the right time in terms of when to sell and 

when to buy (Waelan, 2008). 

Kim & Sohn (2013) and Liao (2017), point out the importance of the ability of a good market timing to predict a 

good market in a situation of going up or down. The more positive and significant value of market timing shows that 

investment managers have superior market timing capabilities (Rijwani, 2014). As many as 6 (six) stock equity funds 

of domestic investment companies that have positive and significant market timing capabilities, while 4 (four) stock 

equity funds of foreign investment companies have positive and significant market timing capabilities, but have a 

higher value than domestic equity fund investment companies during the study period. 

The comparison of the performance of stock equity funds seen from the ability of stock selection shows that the 

equity funds of domestic companies have a better performance than the equity funds of foreign companies. This study 

supports the research of Cakrie (2013) and Utami & Artini (2018). The research findings show that investment 

managers in domestic stock equity fund companies have more complete information so that when conducting analysis 

and the decision to make a stock selection that will be included and issued in the stock equity fund portfolio can be 

done correctly than the investment manager in the equity fund company shares that manage stock equity funds in 

Indonesia. Domestic stock equity fund companies will be better able to recognize and understand the background of 

domestic stocks that will be included in the stock equity fund portfolio. 
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Positive and significant stock selection values indicate that equity funds can produce a greater return than market 

returns (Paramita et al., 2018). As many as 3 (three) domestic investment company stock equity funds that have a 

positive and significant stock selection capability, while only 1 (one) foreign investment company shares have a 

positive and significant stock selection capability during the study period. 

 

 

4.  Conclusion 

 

For investors, this study shows that when viewed from the performance using the Treynor index and market timing 

capabilities, the equity funds that are worthy of being an investment choice are the shares of foreign companies, while 

when viewed from portfolio diversification through the ability of stock selection, what should be selected is company 

stock equity funds domestic. For equity fund companies, it is expected to be able to help increase the growth of stock 

equity funds and need to make improvements in terms of performance, especially for performance that shows negative 

numbers, so as to produce optimal returns while taking into account the level of risk that might occur. For further 

research, it is expected to be able to compare the performance of other types of equity funds such as money market, 

protected, fixed income and mixed equity funds by using other equity fund performance measurements and other 

benchmarks to provide a broader picture of the condition of equity fund developments in Indonesia. 

 

Research Limitations 

 

This study only takes samples of outperforming stock equity funds that submit reports to OJK (Financial Services 

Authority), so that for further research, stock equity fund sampling can be done through cash (online sites that contain 

information about the best stock equity funds) and not only compare the performance of stock equity funds. but it can 

also compare participation units and equity fund size units. This research uses CSPI (Composite Stock Price Index) as 

a benchmark. Other indices can be used such as LQ 45 and Kompas 100. Comparisons made in this study are limited 

to stock equity funds of domestic and foreign investment companies so that further research can use other types of 

equity funds as comparisons such as money market equity funds, protected equity funds, fixed income equity funds or 

mixed equity funds. 
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