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INTRODUCTION

National income or GDP is closely related to investment. Investment in the form of increased capital
investment will have a positive impact on the production process in an increasingly high business,
then it will also have an impact on improving the economy in Indonesia, such as building factories,
and infrastructure, improving the quality of Health and Education and automatically opening up
the many jobs needed to realize development goals. Capital market investment is a source of capital
for businesses or a way for businesses to obtain funds fromQthe investor the public or investors. A
facility for the public to purchase financial products for investment, such as stocks, bonds, mutual
funds, and other capital market products. The benefit of stock investment obtained is gain. The more
developed a company from time to time will be followed by a rise in the price of the stock of the
company. Investment also has risks, where the losses experienced by investors always haunt
investors. Investments with a high level of risk have a high-profit potential. Stocks are one of today's
investment alternatives that are profitable to do properly and correctly, by buying shares, means
being one of the owners of the issuer company.

The investment decision is an action taken by investors in allocating several funds in the
form of investment, with the expectation of profit in the long term. The company's investment
selections are crucial for its sustainability since they affect the money that will be used for
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investments, the kind of investment to be made, the expected return, and any potential investment
hazards. The choices made must be carefully evaluated because they will have long-term effects
because investment decisions have a long-term temporal dimension. Risk and projected return have
a unidirectional, linear relationship, which is the third factor considered when making investment
decisions. This implies that the expected return on an asset increases with asset risk and vice versa.
For that, we need an analysis that can provide information about the return and risk that will be
accepted later. In investing in the capital market, especially portfolios, in addition to calculating the
expected return, an investor must also pay attention to the risks that must be borne. CAPM (Capital
Asset Pricing Model) is a balance model that is often used to determine the relevant risk associated
with an asset and the anticipated risk-return relationship (Indra 2018).

Return and risk are two things that cannot be separated, and have a positive relationship,
where if the rate of return is low, the level of risk is also low, and vice versa. The ability to estimate
For investors, a stock's rate of return is essential. to be able to accurately and simply predict a stock's
return, investors must use an estimation model, one of which is the Capital Asset Pricing Model
(CAPM) which can be used to estimate the return of a stock. According to Zubir (2011), the Capital
Asset Pricing Model (CAPM) is a model of how risk and expected return of an investment or
portfolio are related (Aprialinita et al. 2022). According to Jogiyanto (2010), CAPM is a market
equilibrium model, in equilibrium, every risky asset must be another capital market portfolio
because all investors will hold the portfolio. Stock risk in the CAPM is measured by beta (f), in the
CAPM the expected rate of return [E(Ri)] is determined by the market rate of return (Rm), risk-free
rate of return (Rf), and systematic risk (). The result expected from using the CAPM is to provide
an accurate estimate of the relationship between the risk of an asset and the expected return,
determine the price of an asset, and as a basis for determining groups of stocks that can be selected
as a place of investment (Aprialinita et al. 2022).

Investors have the desire to benefit from both dividends and capital gains, therefore an
investor will buy stocks that have good liquidity, in Indonesia itself, there is an index consisting of
companies that meet the criteria as a company with the highest market capitalization, an index called
Index Bisnis-27 tracks the price movements of 27 stocks chosen by the Indonesian Business Index
Committee. The media company PT Jurnalindo Aksara Graphic collaborated with the BISNIS-27
index's launch and management (publisher of the Bisnis Indonesia daily newspaper). The IDX and
Bisnis Indonesia carry out regular monitoring and will later evaluate the replacement of stocks that
meet the criteria for the business-27 index. This activity is carried out every 6 months, namely at the
beginning of May and November, due to good criteria in classifying shares that can enter the 27
selected stocks, investors make Business-27 a reference for investing in the capital market. This study
investigates which stocks are efficient and inefficient based on the calculations of the Capital Asset
Pricing Model (CAPM) and how high the return and risk are for each firm featured on the Business-
27 Index for the 2019-2021 period (CAPM).

Investment decisions are choices made in collecting income from an asset to gain future
profits (Widyawati et al. 2022). Investment decisions are decisions that lead to providing solutions
to the problem of the size of the investment to be made and the selection of the type of investment
based on thinking about the maximum possible return with the smallest possible risk (Widyawati et
al. 2022). Errors in making investment decisions will have an impact on the risks that must be borne
by the company and then affect the value of the company. The purpose of investment decisions made
by the company is to get a high amount of profit while taking on some risk (Widyawati et al. 2022)

The Capital Asset Pricing Model was pioneered by Sharpe, Lintner, and Mossin in 1964-
1966. According to (Bodie, Kane, and Marcus 2014), The CAPM model, a crucial component of the
financial industry, forecasts how an asset's expected returns and risk will balance out under
equilibrium conditions. According to (Aprialinita et al. 2022) In a situation when there is a balanced
market, the CAPM model links the expected rate of return from a risky asset to its risk. The Capital

Enrichment, Vol.13, No. 1, April 2023: pp 385-395



Enrichment: Journal of Management ISSN 2087-6327 (Print)|2721-7787 (Online) a 387

Asset Pricing Model (CAPM) was developed by William Sharpe, John Lintnar, and Jan Mossin
twelve years after Harry Markowitz proposed modern portfolio theory in 1952. A asset or portfolio's
projected return and risk are modeled using the CAPM method (Wahyuny and Gunarsih 2020).

In the CAPM method, the market portfolio is very influential because it is assumed that the
relevant risk is systematic as measured by beta (the sensitivity level of security returns to changes in
market returns). According to Jagiyanto (2014: 44), an efficient grouping of shares is based on the
Capital Asset Pricing Model Method (Firmansyah, Norisanti, and Danial 2022) Efficient Shares
Efficient stock conditions indicate that the rate of return on individual stocks (Ri) is greater than the
expected rate of return [E(Ri)] and Inefficient Stocks Inefficient stocks indicate that the individual
rate of return (Ri) is smaller than the expected rate of return.

Stock return is one of the factors that motivates investors to invest and is also a reward for
the courage of investors to take the risk of their investment (Kusumawati and Safiq 2019). Stock
return is one of the things that motivates investors when investing in stocks. Stock return is a yield
obtained by investors from the capital invested in the stock market (Kusmayadi et al. 2018). Stock
returns are obtained by comparing the difference between the stock price and the closing price in the
previous period. By deducting the closing price of the current stock from the closing price of the
prior period, the difference in share prices can be calculated. The calculation of stock returns can
have both positive and negative results (Caesar et al. 2021).

RESEARCH METHOD

The research used is descriptive and quantitative, describing data and information based on facts
obtained in the field. This study uses quantitative analysis of stock price data for Business Index 27
companies, Business Index 27 market returns, and SBI interest rates. The population in this study are
all stock companies listed on the Indonesia Stock Exchange on the Bisnis-27 stock index in the period
2019 to 2021. The sampling technique used is purposive sampling, with the following criteria:
Companies listed on the Indonesia Stock Exchange that are included in the Bisnis-27 Stock Index,
Companies whose shares are consistently included in the Bisnis-27 Index for the period 2019 - 2021
(not included in the Business-27 stock index), Complete data available for the period 2019 - 2021.

Table 1. List of shares that are consistently included in the 27 business index shares for the 2019-2021 period

No Company name Code
1 Adaro Energy Tbk. ADRO
2 Astra International Tbk. ASII
3 Bank Central Asia Tbk. BBCA
4 Bank Negara Indonesia (Persero) Tbk. BBNI
5 Bank Rakyat Indonesia (Persero) Tbk. BBRI
6 Bank Mandiri (Persero) Tbk. BMRI
7 Charoen Pokphand Indonesia Tbk CPIN
8 Indofood CBP Sukses Makmur Tbk. ICBP
9 Indah Kiat Pulp & Paper Tbk. INKP
10 Indocement Tunggal Prakarsa Tbk. INTP
11 Kalbe Farma Tbk. KLBF
12 Bukit Asam Tbk. PTBA
13 Pakuwon Jati Tbk. PWON
14 Semen Indonesia (Persero) Tbk. SMGR
15 Telkom Indonesia (Persero) Tbk. TLKM
16 United Tractors Tbk. UNTR

Source: (www.idx.co.id n.d.) (processed according to data)

The data used in this study will be processed using Microsoft Excel. In this writing,
Secondary data was utilised in this study technique. Secondary data comes from sources such as
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other persons or documents that do not directly offer data to data collectors (Muhamad and Maulana
2019). The study's secondary data sources were: The data of the companies included in the business-
27 stock index are obtained from statistical data published by the Indonesia Stock Exchange, Stock
price data, and business-27 stock index obtained from statistical data published on behalf of the
Indonesia Stock Exchange. employed a data analysis technique :

Calculating the Expected Return of the Bisnis-27 Stock Index using the CAPM Model

According to (Bodie et al. 2014), the formula can be used to get the expected rate of return
from security for the CAPM model:

(R) = Rf + Bi [E (Rm) — Rf] (1)

Where E(Ri) is the expected level of income from securities I which contains risk, Rf is the risk-
free level of income, E(Rm) is the expected level of income from the market portfolio and fi is a
measure of risk that cannot be diversified from valuable to -i. The following variables are connected
to the CAPM formula: Selecting Real Return Saham Bisnis-27 (R;)

Based on the notion of return, that the return of a stock is the result obtained from an
investment by calculating the difference in stock prices for the current period and the previous
period by ignoring dividends, it can be written using the formula (Jogiyanto, 2013):
Where:
~ Pit— (Pi,t—1)

ki Pit—1 @)
R;, = actual return on selected 27 business stocks

Pi: = price on time t

Pit-1 = prices for earlier times

Market Return (Rm)
The market return is calculated using the following formula (Masithoh 2017):
Bisnis27, — (Bisnis27,_,)

Rm = 3
m Bisnis27,_, @)

Where:
Rm = Market return
Bisnis-27 ¢ = Business Index-27 at the end of the period t

Bisnis-27 ¢-1 = Business Index-27 in the previous period
Meanwhile, the expected market return E(Rm) is the average rate of return on the capital market in
a certain period, which is assessed from the average business stock price index27.

Risk-Free Asset Return
The risk-free return on assets (Rf) used in the CAPM model is obtained from the SBI interest
rate for one month divided by twelve months (Masithoh 2017).

Stock Betas
SBI,
= 4
Rf = == @

To determine the expected return with the previous CAPM, you have to calculate the beta () value.
The return volatility of a security or a portfolio's return on investment is measured by beta. The
systematic risk of a portfolio or asset is thus measured by beta. A security's beta is calculated by
dividing the market return variance by the return covariance between the i-th security and the
market return. as follows when calculating the stock beta (Bodie et al. 2014) :

Co (Rl ’ Rm)

b= Var @y ®
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RESULTS AND DISCUSSIONS

Company Stock Return Business Index-27

The data used in this study are monthly closing price data for the shares of the Bisnis-27
Index companies in the period December 2018 to December 2021. The estimated return on stocks (Ri)
is calculated using the current month's closing price as the real stock return. this (Pt) minus last
month's closing price (Pt-1) divided by last month's closing price (Pt-1). The average stock return of
the sample companies from 2018 to 2021 is presented in table 2. Based on the results of calculating
the average monthly stock return for each company from 2018 to 2021, it can be seen that the overall
average is 0.00504, this means that all average business index stock returns per month are positive,
and this shows that in the 2019-2021 period investors responded positively to the Bisnis-27 Index
shares. The highest average monthly stock return is Adaro Energy Tbk. namely 0.02101 per month,
while the lowest average stock return per month is Semen Indonesia (Persero) Tbk. which is equal
to -0.01077.

Table 2. Average stock return per month company business index-27 the year 2019-2021

NO Company name Code Stock Return (Ri)
1 Adaro Energy Tbk. ADRO 0,02101
2 Astra International Tbk. ASIT -0,00703
3 Bank Central Asia Tbk. BBCA 0,01004
4 Bank Negara Indonesia (Persero) Tbk. BBNI 0,00307
5 Bank Rakyat Indonesia (Persero) Tbk. BBRI 0,00552
6 Bank Mandiri (Persero) Tbk. BMRI 0,00488
7 Charoen Pokphand Indonesia Tbk CPIN -0,00022
8 Indofood CBP Sukses Makmur Tbk. ICBP -0,00392
9 Indah Kiat Pulp & Paper Tbk. INKP -0,00285

10 Indocement Tunggal Prakarsa Tbk. INTP -0,01022
11 Kalbe Farma Tbk. KLBF 0,00306
12 Bukit Asam Tbk. PTBA -0,00625
13 Pakuwon Jati Tbk. PWON -0,00396
14 Semen Indonesia (Persero) Tbk. SMGR -0,01077
15 Telkom Indonesia (Persero) Tbk. TLKM 0,00436
16 United Tractors Tbk. UNTR 0,00195
Average 0,00054

Source: PT. Indonesia Stock Exchange, Data Processed by Author

Return Market
The market index used in this study is the Business Index-27, the data used is monthly
closing price data for the period December 2018 to December 2021

Table 3. Return market (rm) for 2019-2021

Period 2019 2020 2021
jan 0,0491 -0,0383 -0,0252
feb -0,0342 -0,0785 0,0257
mar 0,0130 -0,1791 -0,0432
apr -0,0001 0,0120 -0,0206
may -0,0394 0,0104 0,0004
jun 0,0289 0,0493 -0,0615
jul 0,0108 0,0705 -0,0101
aug -0,0202 0,0194 0,0461
sep -0,0364 -0,1008 0,0283
oct 0,0169 0,0546 0,0682
nov -0,0287 0,0950 -0,0175
dec 0,0487 0,0450 0,0144
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Return Year 0,0007 -0,0034 0,0004
Average -0,000744
Source: PT. Indonesia Stock Exchange, Data Processed by Author

The return market for 2019-2021 has fluctuated greatly, so there are returns on the Business-
27 Index that are negative which indicates risks, such as the returns in 2019 in February (-0.0342),
April (-0.0001), May (-0.0394), August (-0.0202), September (-0.0364) and November (-0.0287). In 2020
January -0.0383), February -0.0785), March (-0.1791), and September (-0.1008). As well as in 2021 in
January (-0.0252), March (-0.0432), April (-0.0206), June (-0.0615), July (-0.0101), and November (-
0,0175). Even though there is a negative return on the Business-27 Index, the performance of the
Business-27 Index is still considered good because in other months the return is positive. So that the
annual return of the Bisnis-27 Index is positive.

The highest average annual market return was in 2019, which was 0.0007. Meanwhile, the
lowest average is in 2020, which is -0.0034. The average total return market is -0.000744, which means
that so far investors are still responding negatively to the Bisnis-27 Index shares due to the start of
Covid-19 in March 2020, so the market return value has suffered a loss of -0.1791.

CAPM Systematic Risk

Systematic risk or beta () of a stock, is a measure of market risk that affects the price of a
stock. Beta measures the extent to which stock prices fluctuate along with fluctuations in market
prices. The beta value of the stock is obtained from the results of the covariance between the return
of security i and the market return divided by the variant of the market return. A positive beta value
indicates the idea that rising market returns will be followed by rising stock returns. Conversely, if
the beta is negative, it implies that falling stock returns will follow an increase in market returns. The
beta of the Bisnis-27 Index for 2019-2021 is presented in table 4 below:

Table 4. CAPM systematic risk (Beta).

No Code ﬁg:;;ﬁ? oZm Beta(P)
1 ADRO 0.015695683 0.098913 0.158682
2 ASII 0.010387094 0.098913 0.105013
3 BBCA 0.026611286 0.098913 0.269039
4 BBNI 0.022079671 0.098913 0.223224
5 BBRI 0.052732162 0.098913 0.533119
6 BMRI 0.034621229 0.098913 0.350019
7 CPIN 0.039948485 0.098913 0.403877
8 ICBP 0.026061965 0.098913 0.263485
9 INKP -0.017285404 0.098913 -0.17475
10 INTP 0.006397267 0.098913 0.064676
11 KLBF -0.018693243 0.098913 -0.18899
12 PTBA 0.045132471 0.098913 0.456287
13 PWON -0.026813844 0.098913 -0.27109
14 SMGR 0.031774005 0.098913 0.321233
15 TLKM -0.006410637 0.098913 -0.06481
16 UNTR 0.040495002 0.098913 0.409402

Source: PT. Indonesia Stock Exchange, Data Processed by Author

Based on the calculations presented in the table above, all stocks have positive beta, this
indicates an increase in the Business Index market return will result in an increase in the return on
these stocks.

Beta which has a positive value has three measurements: (1) beta which has a value of one
(B = 1) means that the stock has an average risk and is in the direction of market changes, besides
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that it is also proportional to the company's profits. (2) Beta with a value greater than one (p > 1)
suggests that although the company's profit level is more than anticipated, the stock risk is above
average, making it vulnerable to market swings. Stocks with a value of p > 1 are aggressive stocks,
meaning that if the market return increases by n%, the stock return will increase by more than n%.
Based on table 4 there are no aggressive stocks. (3) Beta with a value of less than one ( < 1) means
that the risk of the stock is below average and less sensitive to market changes with a profit level of
the company that is smaller than expected. Stocks with a value of B <1 are classified as weak stocks,
meaning that if the market return increases by n%, the stock return will increase by less than n%.
Based on table 4 there are 16 stocks which are defensive, namely all companies.

Expected Return with CAPM
Before calculating the expected return using the CAPM method, a risk-free return (Rf) is also
needed, in this study using the SBI coupon rate.

Table 5. Expected return CAPM

E(Ri)
No Code R; R¢ E(Rm) B CAPM
1  ADRO 0.0210 0.0037 -0.0007 0.1587 0.0030
2 ASI -0.0070 0.0037 -0.0007 0.1050 0.0033
3  BBCA 0.0100 0.0037 -0.0007 0.2690 0.0025
4  BBNI 0.0031 0.0037 -0.0007 0.2232 0.0027
5  BBRI 0.0055 0.0037 -0.0007 0.5331 0.0013
6  BMRI 0.0049 0.0037 -0.0007 0.3500 0.0022
7  CPIN -0.0002 0.0037 -0.0007 0.4039 0.0019
8 ICBP -0.0039 0.0037 -0.0007 0.2635 0.0025
9 INKP -0.0028 0.0037 -0.0007 -0.1748 0.0045
10 INTP -0.0102 0.0037 -0.0007 0.0647 0.0034
11  KLBF 0.0031 0.0037 -0.0007 -0.1890 0.0046
12 PTBA -0.0063 0.0037 -0.0007 0.4563 0.0017
13 PWON -0.0040 0.0037 -0.0007 -0.2711 0.0049
14 SMGR -0.0108 0.0037 -0.0007 0.3212 0.0023
15 TLKM 0.0044 0.0037 -0.0007 -0.0648 0.0040
16  UNTR 0.0019 0.0037 -0.0007 0.4094 0.0019

Source: PT. Indonesia Stock Exchange, Data Processed by Author

Table 5 above, it shows that the amount of expected return (E(Ri)) of each type of stock
follows the level of beta (risk). Shares of Pakuwon Jati Tbk. (PWON) has the lowest beta of -0.2711
but has the highest expected return of 0.0049 or 0.49%. Meanwhile, The greatest beta, 0.5331, is found
in the shares of Bank Rakyat Indonesia (Persero) Tbk (BBRI) but has the lowest anticipated profit of
0.0013 or 0.13%.

In addition, you can also see which stocks are undervalued or which are overvalued. Based
on the table above it appears that 9 stocks namely ASII, CPIN, ICBP, INKP, INTP, KLBF, PTBA,
PWON, and SMGR are undervalued based on a computation utilizing the CAPM approach since the
expected return (E(Ri)) is larger than the average return (Ri), these shares are eligible to be
purchased. On the other hand, the 7 stocks, namely ADRO, BBCA, BBNI, BBRI, BMRI, TLKM, and
UNTR, are overvalued stocks because their E(Ri) is lower than Ri, but the expected return for these
stocks is still above risk-free (Rf). For investors who are risk cautious (risk averse), this stock is still
worthwhile to purchase, but for risk seekers, it is not since, despite the stock's predicted return being
higher than risk-free, it is still lower than the average return on the shares.

Classification of Efficient Stocks and Investment Decisions with CAPM
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Efficient stocks are stocks with individual returns greater than the expected rate of return
[(Ri) > E(Ri)]. Inefficient stocks are stocks with individual returns that are smaller than the expected
rate of return [(Ri) < E(Ri)].
Table 6. List of efficient and inefficient shares with CAPM

Code R; ER; Stock Evaluation
ADRO 0,02101 0,00301 Efficient/ Good
ASII -0,00703 0,00325 Not Efficient / Not Good
BBCA 0,01004 0,00252 Efficient/ Good
BBNI 0,00307 0,00272 Efficient/ Good
BBRI 0,00552 0,00134 Efficient/ Good
BMRI 0,00488 0,00216 Efficient/ Good
CPIN -0,00022 0,00192 Not Efficient / Not Good
ICBP -0,00392 0,00254 Not Efficient / Not Good
INKP -0,00285 0,00450 Not Efficient / Not Good
INTP -0,01022 0,00343 Not Efficient / Not Good
KLBF 0,00306 0,00456 Not Efficient / Not Good
PTBA -0,00625 0,00168 Not Efficient / Not Good
PWON -0,00396 0,00493 Not Efficient / Not Good
SMGR -0,01077 0,00229 Not Efficient / Not Good
TLKM 0,00436 0,00401 Efficient/ Good
UNTR 0,00195 0,00189 Efficient/ Good

Source: PT. Indonesia Stock Exchange, Data Processed by Author

Based on table 6, there are 7 efficient company shares and 9 inefficient company shares. The
criteria for determining investment decisions are choosing efficient stocks, stocks that have
individual returns greater than the expected rate of return (Ri>ERi) while excluding
underperforming equities, or those with individual returns that are lower than the expected rate of
return (Ri <ERi).

The investment decisions made on efficient/good stocks are considering buying these
shares, and the investment decisions made on inefficient/not good stocks are considering selling
these shares.

CONCLUSION

Based on the research and results of data analysis conducted, this study concludes that the results of
the study show that there are 7 efficiency stocks in the CAPM model, namely ADRO, BBCA, BBNI,
BBRI, BMRI, TLKM, and UNTR. There are 13 inefficient stocks in the CAPM model, namely ASII,
CPIN, ICBP, INKP, INTP, KLBF, PTBA, PWON, and SMGR. Based on the research that has been
done, the suggestions that can be given by researchers are for investors and potential investors, this
research is expected to be used as a reference and additional information for investors and potential
investors who will invest in stocks. Investors need to invest their excess funds in efficient stocks so
that the risks to be faced can be minimized properly, and so that the investor's goal of getting the
expected return can be achieved and for urther research research using the APT method, financial
performance, and company size is expected to be used as a reference for further research with
different samples and research periods and adding other variables, so that developments regarding
the capital market, especially stock investment, can always be known..
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