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ABSTRACT
This research aims to examine construction of the portfolio and also to explore factor variable affected on portfolio return.  Portfolio stock derived the Elton Gruber model and compared it with portfolio returns calculated using the Equal Weighted and market capitalization weighted. This research used stock that is member of the Sri-Kehati Business Index, and monthly data from January 2015 to June 2022. This research has finding that there is 6 stocks to become member of stocks portfolio using Elton Gruber Model. By using Coefficient of Variation (CV), the equal weighted has the good portfolio because it has lowest of variation. Using t-test, there are no significant differences for three portfolios. Market shock significantly affected on three of portfolio return.  Exchange Rate significantly affected on portfolio return by Elton Gruber Model. Based on this research results, it has implication that Investors do not need Fund Manager to manage their portfolio.
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Introduction
Fund Manager or Investor should set up a portfolio to make his fund growing better. They select from the vary portfolio that it will give optimum of return portfolio. They always change stock in a portfolio when they know the sock will be underperformed. Fund Manager and Investor seek stock good performance in the future.  This activity will be done every year especially in the beginning of the year.
The Good performance of a portfolio will be getting when the fund manager set up good portfolio consist of good stock.  The Selection stock will be done by result of risk and return of stock.  Markowitz (1952) does not mention to select stock directly, but the construction of a portfolio become important.  Stock selection will be done in the construction portfolio through risk and return.
In the process of portfolio, stock selection become important that it will make good portfolio.  The Fund Manager do research to some stock then it selects the good stock.  The good stock will have good result by return and risk.  Selection stock could be done using Markowitz (1952) by Efficient Frontier.  Then Elton Gruber proposed a method to select stock and weighted stock in portfolio.  This research will use in two methods for construction portfolio.
Construction portfolio using Elton Gruber Model will main topic this research.  Result of portfolio return using Elton Gruber Model compared to other two portfolios which is equal weighted portfolio and weighted of market capitalization.  These two model portfolios do not use portfolio theory but it can do well. This comparing portfolio will give some views to investor for construction proftfolio.
Portfolio Return will be also examined that factors will affect it.  Market Shock always has a factor fluctuate of Portfolio Return. Market shock will show by Market Index.  Beside that, government policy also will affect all economic activity that shows by macroeconomics variable.  This research also examined factor economics variable on portfolio return.  Exchange rate, interest and oil price will use as macroeconomic variable on portfolio return.

Literature Review
Theory of Portfolio introduced by Markowitz (1952) which is stress for Risk and Return as important variable to construct portfolio. Markowitz (1952) collected all stock then calculate risk and return.  Then it estimated efficient frontier using Risk and Return through Quadratic Programming. Based on Efficient frontier, it found asset allocation through every combination risk and return. Markowitz shows the efficient frontier for portfolio which is risk in horizontal and return in vertical as follows:
[image: ]
Sources: Markowitz (1952)
Then, Elton, Gruber and Padberg (1976, 1977 and 1978) introduced a portfolio that it selects from all stocks using excess return to beta. Stock that has excess return to beta is higher than a criterion (cut off value), it will become a group portfolio. Some researcher said that this model called single index model to select portfolio.
Manurung (1994) used the Markowitz model with Quadratic Programming to analyze an investment portfolio at the Indonesia Stock Exchange. The data used is weekly data derived from the Jardine Flemming Sector Industry Index from August 1992 to June 1994. This study has findings that the correlation coefficient between sectors shifted from one period to the next. Aside from that, the sector's asset allocation is changing. 


Methodology
The methodology is used in this research using Quantitative Method.
Stock Return (Manurung, 2016) is calculated using formula as follows: 
 	 	 	[image: ]  	 	 		(1) 
Risk or standard of deviation is calculated as follows: 
 	 	 	[image: ] 	 	 	(2) 
Stock Selection use Elton Gruber Model which is firstly calculate the Excess Return to Beta (ERB) for each stock as follows: 
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where
 
ERB = Excess Return to beta 
Ri = stock return for stock i 
       Rf = risk free return 
       βi = Beta for stock i 

Elton et.al stated the formula to select stock to become a member of portfolio which have the highest Excess Return to Beta. This formula is known as cut – off rate as follows:
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Then, this research calculated cutoff rate of every stock from member of 25 stock of SRI-KEHATI INDEX.  The higher of cutoff rate will choose as member of portfolio stock, that is the stock called “Selected stock” (Wardhana & Manurung, 2012).  Furthermore, this research calculated weighted every stock in the portfolio from Choosen Stock.  The Formula calculate weighted in portfolio as follows:
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with formula Zi as follows:

[image: ]   	 	 	 	 	 	 	(6) 

This formula will help to get portfolio of Elton Gruber Model.  
Beside that, this research also used Quadratic Programming to estimate weighted stock in portfolio which risk minimization as follows:
Objective Function:
			       (7)
Subject to
					w1 + w2 + w3 + … + wn = 1			       (8)
				w1*R1 + w2*R2 + w3*R3 + … + wn*Rn = Rp	       (9)
						w1, w2, w3, …, wn ≥ 0		      (10)
This model also used Markowitz (1952) to estimate Efficient Frontier.
Data
This Research used SRI-KEHATI INDEX that it consists of 25 stocks which is review by May and November every year.  This Index set up by Yayasan KEHATI which is called Stock Index of Sustainable and Responsible Investment and issued on 8 Juni 2009. This Index will choose stocks that has principle of Environmental, Social and Good Governance (ESG). This Research used period data of 2015 to June 2022. Data collected from the Indonesia Stock Exchange.
Result and Discussion
Portfolio Manager and Investor always seek model of stocks portfolio to get good return. This research discussed three topic which is selection stock and construction using Elton Gruber and effect of macroeconomics to return portfolio.
Descriptive statistics
[bookmark: _Hlk133327772]This sub-section will explain statistics descriptive of stock return that selected as member profolio.  Table 1 shows that 6 stocks selected to become member of portfolio by using Elton Gruber Model. The 6 stocks are PT Japfa Comfeed Indonesia Tbk (JPFA.JK), PT Charoen Pokphand Indonesia Tbk (CPIN.JK), PT Industri Jamu dan Farmasi Sido Muncul Tbk (SIDO.JK), PT Bank Tabungan Negara (Persero) Tbk (BBTN.JK), PT Vale Indonesia Tbk (INCO.JK), and PT AKR Corporindo Tbk (AKRA.JK).
The average return for the period of 2015 to June 2022 has range average return from 0.71% to 2.27%.  The highest return got by PT Japfa Comfeed Indonesia Tbk (JPFA.JK) and the lowest return of 0.71% by PT AKR Corporindo Tbk (AKRA.JK). The standard of deviation has range from 7.17% to 15.46%.  The highest of standard of deviation is by PT Vale Indonesia Tbk (INCO.JK) and the lowest by PT Industri Jamu dan Farmasi Sido Muncul Tbk (SIDO.JK).
Table 1: Descriptive Statistics of Selected Stocks.


There is a tool to state variation return for comparing stocks which is called Coefficient of Variation (CV).  The Coefficient of Variation has range of 3.40 to 14.11.  The lowest of the coefficient of variation is 3.40 by PT Industri Jamu dan Farmasi Sido Muncul Tbk (SIDO.JK) and the highest of 14.11 by PT AKR Corporindo Tbk (AKRA.JK).
Portfolio
Then, this research set up tree portfolio which is the Elton Gruber Model, Equal Weighted Model and based on market capitalization. Table 2 show the descriptive statistics of three portfolio.

Table 2: The descriptive statistics of three portfolio
	
	ELGRU
	EQUAL W
	MARKET
CAP

	Minimum
	-31,31%
	-23,02%
	-17,78%

	Maximum
	26,79%
	18,28%
	15,84%

	Average
	1,30%
	1,629%
	1,628%

	Standard of Deviation
	8,45%
	7,14%
	7,20%

	Skewness
	-0,25023
	-0,31107
	-0,323111406

	Kurtosis
	2,325794
	0,930054
	0,025117326

	Jarque Bera
	2,496929
	16,54574
	32,82250508

	CV
	6,488197
	4,381403
	4,421967088

	Sources: Writer Process



Based on Table 2, Average return of portfolio has range from 1,3% to 1.69%. The lowest of average return portfolio is 1.3% by Elton Gruber Method and the highest by Equal Weighted Portfolio.  There is no difference of average return between Equal Weighted Portfolio and Market Capitalization Weighted Portfolio in term of average return. The standard of deviation of return portfolio has range from 7.1$% to 8.45%. The highest of Standard of deviation is 8.4% by Elton Gruber Model and the lowest by Equal Weighted Portfolio.

Then, this research draw graph of cumulative return the three portfolios as shown on Figure 1. This figure use December 2014 as 100 and then calculate cumulative return until June 2022.

Figure 1: Graph of cumulative return of three portfolio


Based on the Figure 1, the cumulative return of three portfolio has similar trend for period of December 2014 to June 2022. Return of portfolio for Equal Weighted and Market Capitalization have trend and slightly similar return and there are no differences. Portfolio Return of Elton Gruber Model has the lowest return compared to two other portfolios. When the Covid-19 announced in the Indonesia which is started March 2023, the portfolio return dropped to the new lowest. The portfolio Return slightly increased until May 2022.
In this research also test the differences three portfolios using t-test.  There are no significant differences between three portfolios.

This research support previous research by Manullang (2023), Manurung et.al (2023), Manurung dkk (2022), Manurung (1997a, 1997b), Manurung Berlian (2004), Sartono and Setiawan (2009), Chandra and Hapsari (2014), Bawazier and Sitanggang (1994).  This research has conclusion that there are no differences for three portfolios even equal weighted portfolio has the highest coefficient of variation.

Macroeconomics Effect Factors

In this sub-section will explain how market factor and macroeconomic variables affect return portfolio. This research use market Index as market factor and Exchange rate, Interest and Oil price as macroeconomics variables. 
RPEG = -0,0047 + 1,491 IHSG - 0,726 EX + 0,029 Int - 0,045 Oil 	                     (11)
                  (8,12)             (-2,685)        (0,541)      (-1,16)

R2 = 68.94%, F = 44.39
t-test in brackets

Based on Equation (11), this model has coefficient of determination of 68.94% and F-Value of 44.39. It means, four variables could explain variation of Portfolio return using Elton Gruber Model by 69.94% and the rest by others factor.  This model could use to predict portfolio return.  Market and Exchange Shock significantly effect to Portfolio Return using Elton Gruber Model that it used level significantly of 1%.  Market shock has positively effect on Portfolio return using Elton Gruber Model.  Exchange Rate has negatively effect to Portfolio Return by Elton Gruber Model. The other variables which Interest and Oil Price did not affect on Portfolio Return using Elton Gruber Model.
            RPEW =  -0,0026 + 1,249 IHSG – 0,461 EX + 0,032 Int – 0,028 Oil                   (12)
             		         (7,27)              (-1,820)         (0,642)       (0,75)

R2 = 61.95%, F = 32.56
t-test in brackets

Equation (12) also shows that this model has coefficient of determination of 61.95% and F-Value of 32.56. It means, four variables could explain variation of Portfolio return using Equal Weighted Model by 61.95% and the rest by others factor.  This model could use to predict portfolio return.  Market Shock significantly effect to Portfolio Return using Equal Weighted Model that it used level significantly of 1%. Market shock has positively effect on Portfolio return using Elton Gruber Model.  Exchange rate, Interest and Oil Price did not affect significant on Portfolio Return using Equal Weighted Model. 

RPMC=  -0,0058 + 1,074 IHSG – 0,198 EX + 0,039 Int + 0,014 Oil                    (13)
             		          (4,99)             (-0.625)      (0,612)         (0,31)

R2 = 41.45%, F = 14.16
t-test in brackets

Equation (13) shows similar result with equation (12), that this model has coefficient of determination of 41.45% and F-Value of 14.16. It means, four variables could explain variation of Portfolio return using Equal Weighted Model by 41.45% and the rest by others factor.  This model could use to predict portfolio return.  Market Shock significantly effect to Portfolio Return using Equal Weighted Model that it used level significantly of 1%.  Market shock has positively effect on Portfolio return using Elton Gruber Model.  Exchange rate, Interest and Oil Price did not affect significant on Portfolio Return using Equal Weighted Model. 

This research found that market shock has effect on Portfolio Return on the Indonesia Stock Exchange.  This research support research by Kartika and Manurung (2020).
Conclusion
Based on the previous explanation, this research has conclusion as follows:

1. There is 6 stocks to become member of stocks portfolio using Elton Gruber Model.
2. By using Coefficient of Variation (CV), the equal weighted has the good portfolio because it has lowest of variation.
3. Using t-test, there are no significant differences for three portfolios.
4. Based on this research results, it has implication that Investors do not need Fund Manager to manage their portfolio.
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image21.emf
JPFA CPIN SIDO BBTN INCO AKRA

Minimum -32.14% -26.23% -9.32% -50.48% -31.31% -25.47%

Maksimum 48.15% 28.65% 26.73% 63.82% 41.42% 22.38%

Avarage 2.27% 1.45% 2.11% 1.35% 1.89% 0.71%

Standard of Deviation 14.79% 10.62% 7.17% 14.27% 15.46% 10.01%

Skewness 0.679703 0.351362 1.10985 0.550138 0.135074 -0.05396

Kurtosis 0.80188 0.519471 1.798053 5.063274 -0.18637 -0.22049

Jarque Bera 23.65733 23.54092 22.56659 19.3648 36.21696 36.77382

CV 6.519186 7.301334 3.397668 10.59257 8.201011 14.11339

Spurces: Writer Process


Microsoft_Excel_Worksheet.xlsx
Sheet1

				JPFA		CPIN		SIDO		BBTN		INCO		AKRA

		Minimum		-32.14%		-26.23%		-9.32%		-50.48%		-31.31%		-25.47%

		Maksimum		48.15%		28.65%		26.73%		63.82%		41.42%		22.38%

		Avarage		2.27%		1.45%		2.11%		1.35%		1.89%		0.71%

		Standard of Deviation		14.79%		10.62%		7.17%		14.27%		15.46%		10.01%

		Skewness		0.6797032843		0.3513618195		1.1098499144		0.5501383192		0.1350743771		-0.053959473

		Kurtosis		0.8018800764		0.5194705281		1.7980528066		5.0632741915		-0.1863748091		-0.2204889188

		Jarque Bera		23.6573325186		23.5409163651		22.5665946999		19.3648029562		36.2169585737		36.7738169536

		CV		6.5191863749		7.3013337211		3.3976675926		10.5925682971		8.201011275		14.1133894209

		Spurces: Writer Process
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