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Equity fund is an instrument of investment which offers portfolio 

diversification as one of their features. This portfolio diversification is used to 

give a higher return from a lower risk of its unique risk. Because of this reason, 

this type of investment has been growing for the past few years. However, in 2011 

– 2014, the return generated by this instrument did not achieve its expected 

results. Its generated return was almost the same as return from JCI (Jakarta 

Composite Index). Because of this, we thought it was urgent to do this research to 

see what is going on. In this research, we will measure: (1.) Performance of 

Indonesia equity funds from its risk-return adjustment, using Treynor ratio and 

Sharpe ratio (2.) Stock selectivity, measured using Jensen’s Alpha and Fama Net 

Selectivity and, (3.) Market timing measured using TM (Treynor-Mazuy) and HM 

(Henriksson-Merton). In market timing measurement, we will process the data 

before using econometric principles to avoid spurious regression. 

Based on Treynor and Sharpe measurement, compared to the JCI there are 

24 and 10 products of equity funds which perform better. Beside the difference in 

value, we also found that there is a difference in rank which means the 

diversification in a portfolio is poor. For stock selectivity, the result for Jensen 

and Fama are 24 and 10 products which showed a positive value. The poor stock 

selectivity can be seen from the composition of each scheme portfolio which 

almost identical. As for the market timing, we processed it using some principles 

of econometric. In White heteroscedasticity tests, we found 4 schemes in HM and 

2 schemes in TM that could be able to be processed further using Ordinary Least 

Square (OLS) method. For others that have the heteroscedasticity problem, we did 

LM ARCH test to find the correspondence of their lag time. In LM ARCH, we 

found all schemes showed to haved a long memory or significant in long lag, so 

for the regression model we used the GARCH method. The result, in TM we 

found 13 positive significant schemes. For HM we found 8 positive significant 

schemes. The market timing in this research also showed a very poor 

performance, because it did not give a significant result in generating return if 

compared to stock selectivity. 

For the authority, it shows that there are still many un-optimized 

performance of the schemes. The reason could be vary, from the high market risk 

to the fund manager. The Authority must be able to protect the customers, who are 

mostly investors with poor education or having low budget. For the fund manager, 

there is still plenty work to do, from portfolio diversification to the strategy for 

handling the market timing. For the investor, we hope this research could give a 

better picture of Indonesia mutual fund performance before making an investment. 
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