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CHAPTER 1

INTRODUCTION

L1, Backgrownd of the Research

Capital Markel can be detined as the market that trades long term financial
mstrument. such as bomds, equitics, mutwal funds, and derivatives instrumest. 1t
provides an alternative as capital resources for the company and public investment
for investors. Capital Market plays an impornant fole in the economy of a COuniry
because il foeuses on serving two Tunctions all at once, that are 1o prepare capital
resources for business development. expansion, and sooon, and w0 extend the
appanunity for peaple to invest their money according o their preference return
and nisk characienistic of each mstrument (oo s oo i)

According 1o Mulyana (20041 in Capital Market, investors have varions
aplions to establish investment diversification whicl appropriate by the risk (hat
they are willing and their expected return. Mo Capital Market, then the investars
may amly invest in the banking system (other than the alternative investment in
real assets),

Dne way to altract investors in Capital Market is the development of
mutual fund industry. Mutual funds originally desived from the word “fund’,
which Gilles, Alexeeva, uml Huston (2003) staled that fund i a poal af mimney
contributed by a range ol investor who may be individuals or companies or other
arganizations. which is manaped and invested as o whole, on behall of those
mvestor. Mulual fund is sl become new wav of investment in Indanesia which

present because investors fronted several difficulty 1o analvee and moniter the



market continuously that waste their lime. Through mutusl fund COMmpanmes or
Assel Management Companics (AMCs), an investor can trust histher fund for
being maneged by professtonal fund managers wha arrange wide diversification
and ta deliver benctits 1o the investors.

Mutual fund industry in Indonesia hes established since Seprember 77
1995 when Bapepam asserted an effective statement Tor PT. BN Securities.
After a decade. mutual fund industry in Indonesia continues o show progress on
and on. [n 19496, there are only 25 AMCs, but at the end of April 2007 the number
has increase 1o reach 408 securities, Similarly, in term af Net Assel Value (NAV)
alse tended 1o increases thal just Bp 2.8 trillion inl%%a, and at the end of
September 2006 has reached Rp 3935 trillion. The wotal of NAY has taken the
cake of highest point in February 2005 at Bp 13T trillion, unfortunately due to
the farge redemption. so at the end of 2005 left Rp 2941 trillion. Nowdaey, the
graph of total NAY mutual Tund rises again and at guarter 2008 it attained almost
Rp 94 trillion,

Increasing the number of mutual fiund companies, create investors have
more aliernative options 1o invest in i, However, it causes canfusion or difficulty
for patential investors in selecting mutual fund because of limited information and
knowledge shout this investment vehicle. Many domestic investors are stll in the
stage of introduction of products. Even emerge some misunderstanding about
mutual fund. Imprecision of invester o choose mutual Tund will evoke several
consequences, such as preference distinction of investment objectives. or even
worse investors may hear some risks, like the decreasing of investors” wealth.

Therefare, in order to minimize risk and provide optimal benefit, investors have 1o



5.1.

CHAPTER V
CONCLUSION, LIMITATION, AND

SUGGESTION FOR FUTURE RESEARCH

Conclusion

Based on the analysis conducted and the result provided in this research.

researcher concludes that:

It is impertant to Asset Management Companies (AMOs) o understand
the financial behavior of mumal funds investors in connection with the
preference of factors determining and selection in order to ultimate goal or
maximize inflows to the fiem.

Aleng to the hypotheses in this resezrch, only two of dependent variables
(investment ohjective and past performance) that afTect the investment
decisian significantly. Meanwhile. the other of Tour variahles {degree of
risk, liguidity, profile of fend manager. and fess and expenses) do not
alfect the investmem decision (dependem variahle)l of muteal fund
Invesions.,

In the respect of multiple regressions analvsis thet shows 53.1% of the
varignee (R-Square) in the investment decision has heen explained by six
independent variahles.

Behavior finance docs not offer investmenl miracles for investoss,
nevertheless it can help investors rain themselves how e be wartchful of

their hehavior and fo avaid mistake that will decrease their personal wealth

64
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