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Abstract- This study examines the influence of mutual fund 
factors and macroeconomic factors on the performance of equity 
funds in Indonesia. This study uses fund size, expense ratio, 
turnover ratio, and market timing ability as mutual fund factors. 
Meanwhile, the macroeconomic factor use inflation, economic 
growth, and the money supply. Mutual fund performance is 
measured using actual return and Jensen alpha. The sample used 
in this study is equity funds listed on the Indonesia Stock 
Exchange (IDX) from June 2016 to May 2020. There are 53 
equity mutual funds obtained as a sample. This study uses panel 
data regression to analyze data. The results showed that mutual 
fund factors and macroeconomic factors as a whole affect the 
performance of equity funds in Indonesia. Meanwhile, the test 
results for each variable show that the expense ratio, market 
timing ability, economic growth, and money supply have 
significant effects on the performance of equity funds in 
Indonesia. On the other side, fund size, turnover ratio, and 
inflation variables do not have a significant effect on the 
performance of equity funds in Indonesia. 
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I. INTRODUCTION 

very investor needs to anticipate the uncertainty of the 
future. Risk and expected return are two variables that 

must be considered in investment activities (Simu, 2019). 
High expected returns will be followed by high risks.  

Beginner investors face difficulty understanding the expected 
return and investment risk. Therefore, many beginner 
investors choose an easy and practical investment like mutual 
funds. Mutual funds are instruments used to collect public 
funds to be invested in securities portfolios by investment 
managers. Funds in mutual funds comes from investors, and 
the investment manager is the party entrusted to managing the 
fund. 

Indonesia mutual fund performance was quite good from 2015 
to 2019. However, in 2020, mutual funds experienced a 
decline in performance. Many factors influence the movement 
or fluctuation of mutual funds values. The following is the 
performance of Indonesian mutual funds: 

Table 1 Indonesia Mutual Fund Performance 

The increase that occurred in 2018 was due to lower deposit 
rates. Lower deposit rates can encourage an increase in the net 
subscription of mutual funds. Meanwhile, the decline of 
equity fund performance in 2020 was caused by the Covid-19 
pandemic that hit the entire world. The object of mutual fund 
investment that fell the worst was the stock market.  

The performance of equity funds is influenced by a number of 
factors including the volatility of the JCI, interest rates, NAV 
value, low inflation, high government bond, socialization of 
the new normal, profit taking or withdrawing mutual funds, 
and many more. These many factors make investors think 
before starting to invest. This study analyzes the influence of 
macroeconomic factors and mutual funds on the performance 
of equity funds and provides new insights for beginner 
investors to invest effectively. 

Nguyen & Dung (2019) said there are two factors that affect 
mutual fund performance, namely mutual funds, and 
macroeconomic factors. First, the mutual fund factor is 
information or data obtained from the mutual fund itself. 
Meanwhile, macroeconomic factors are information from 
outside mutual funds that affect mutual fund performance, 
both from government and Bank Indonesia policies. 

Researchers are interested in choosing equity funds as the 
research sample because stock mutual funds have the highest 
fluctuation than other types of investment. Pratomo & 
Nugraha (2009) explained that equity funds fluctuations are 
considered higher than other types of mutual funds and the 
stock performance should be above the risk-free interest rate. 

 

E

Source: ojk.go.id (2020) 
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II. LITERATURE REVIEW 

2.1. The Concept of Mutual Fund 

Mutual funds are a vehicle that is used to collect investor 
funds to be invested in stock portfolios by investment 
managers. (Capital Market Law No.8, 1995). The investment 
manager is in charge of assisting investors in managing 
mutual funds. Types of mutual funds are divided into four 
forms (Hermawan & Wiagustini, 2016), namely money 
market funds, fixed income mutual funds, equity funds, and 
balanced funds. 

Return from mutual funds is known as net asset value (NAV), 
where the value will be updated every day based on daily 
mutual fund transactions (Asriwahyuni, 2017). NAV can be 
calculated by adding up the entire value of each securities 
based on the closing price of the securities and then deducting 
the mutual fund liabilities. Mutual fund performance data 
originating from the investment manager is generally 
submitted to the custodian bank to calculate the NAV value 
and the results will be announced every day. 

In the Treynor Model, mutual fund portfolio performance is 
measured by dividing risk by the portfolio volatility expressed 
in beta. The Treynor model calculates the slope connecting 
the portfolio at risk from market volatility. Portfolio 
performance results are determined by a market risk that is 
also the slope of the stock market line. The greater the slope 
of the portfolio, the better the portfolio performance (Pranyoto 
& Susanti, 2018).   

Meanwhile, the Sharpe model measures mutual funds by 
calculating the slope line that connects a risky portfolio with 
risk-free interest. The greater the slope value, the better the 
portfolio performance. The greater the portfolio reaction to 
standard deviation, the better the portfolio performance 
(Pranyoto & Susanti, 2018). 

Meanwhile, the Jensen Model measures using alpha. Alpha is 
a measurement that uses the value of the intercept as a 
determinant of the performance of a portfolio. The higher the 
intercept value, the higher the portfolio return. The Jensen 
alpha measurement model is based on a security market line 
that connects market portfolios with risk-free investment 
opportunities (Pranyoto & Susanti, 2018). 

Stock selection in the Treynor & black model is carried out by 
looking at market risk from specific risks because a stock 
faces specific market risks and risks. The average return 
minus the minimum return is called alpha. Therefore, the 
alpha must be corrected with specific risks (Pranyoto & 
Susanti, 2018). 

Mutual fund performance is influenced by factors that exist in 
the mutual fund itself, such as fund size. Fund size is the 
number of funds collected by the investment manager or 
known as Asset under Management (AUM). The size of 
mutual funds is measured from the AUM obtained from the 
community that will be managed by the investment manager. 

Economic scale can be obtained if mutual funds have larger 
asset sizes.  

Another mutual fund factor, namely the expense ratio, is the 
costs needed for mutual fund operations, such as promotion, 
administration, and investment manager costs. Mutual fund 
operating costs represent the costs imposed on mutual fund 
assets. 

The turnover ratio is generally seen as a proxy for mutual fund 
trading costs (Fan, 2018). The turnover ratio is calculated by 
dividing the smaller total sales or purchases by the mutual 
fund's NAV. The turnover ratio value can be seen from the 
financial statements. The high turnover ratio figures illustrate 
that investment managers carry out buying or selling activities 
with a very high frequency to anticipate market volatility.   

Market timing ability is the investment manager's ability to 
manage portfolios in anticipation of the market changes. If the 
market will decline, the investment manager will immediately 
change the portfolio composition to a lower volatility 
portfolio and vice versa (Astapa, et al. 2018). The ability of an 
investment manager will greatly influence the portfolio 
realization in the future. Portfolio performance in the future is 
determined by the ability of investment managers to manage 
portfolios. 

Macroeconomic variables such as inflation, economic growth, 
and the money supply can also affect mutual fund 
performance. Inflation increases in price continuously. The 
higher the price increase, the value of money will decrease 
and will affect the performance of mutual funds. Investment 
managers must pay attention to changes in inflation because it 
will affect the NAV of mutual funds. 

Economic growth will increase investors' enthusiasm for 
investing. There are three reasons that economic growth can 
improve mutual fund performance (Nguyen & Dung, 2019). 
First of all, the quality of education is better, so that it has 
better quality human resources in the financial sector. 
Managers who tend to be more skilled can make better 
investment decisions. Second, better economic development 
will attract more human capital. Third, the level of technology 
in developed countries is much higher than in developing 
countries, so it can increase transactions more efficiently 
(Dharmalingam & Balanaga, 2016). 

Based on the theory of the money supply, the size of the 
money supply in a society largely determines the value of 
money, while the growth in the amount of money in 
circulation is the main cause of inflationary pressure (Rozak, 
2016). The money supply can have several levels, narrow 
(M1), broad (M2), and wider (M3). 

2.2. Empirical Review 

Nguyen & Dung (2019) said there are two factors that affect 
mutual fund performance, namely mutual funds, and 
macroeconomic factors. First, the mutual fund factor is 
information or data obtained from the mutual fund itself. 
Meanwhile, macroeconomic factors are information from 
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outside mutual funds that affect mutual fund performance, 
both from government and Bank Indonesia policies.

The mutual fund factor includes fund size, which is the size of 
the funds collected by mutual funds (Bitomo and Harjum, 
2016). Pratama & Dewa (2018); Nguyen, et al. (2018) 
explained that fund size affects the performanc
mutual funds. On the other hand, Pangestuti, et al. (2017); 
Gusni, et al (2018) found that fund size has no significant 
effect on equity mutual fund performance. 

Expense ratio is the percentage of assets funded by investors 
that will be used for operational costs (Chen et al. 2016). 
Pangestuti, et al. (2017) and Nguyen & Dung (2019) stated 
that expense ratio affects the performance of equity funds. 
Meanwhile, Harjono, et al. (2017); Simu (2019) and Kaur 
(2018) through their research found that th
does not have a significant effect on the performance of equity 
funds. 

Turnover ratio is a measure that explains the changes in the 
assets that make up the mutual fund portfolio (Simu, 2019). 
Some research results explain that there is an e
turnover ratio on equity funds performance, namely Nguyen et 
al. (2018); Kaur (2018). Meanwhile, Simu (2019) found that 
there is no effect of turnover ratio on the performance of 
equity funds. 

Market timing ability is a measure of the ability of a
investment manager to anticipate market fluctuation when the 
market is going down. The way this is done is like changing 
the composition of the portfolio to portfolio with lower 
volatility and vice versa (Astapa, et al. 2018). Rao, et al 
(2017); Astapa, et al. (2018) explained that market timing 
abilities can have a positive effect on equity fund 
performance. In contrast, Pangestuti, et al. (2017); Wagner & 
Dimitris (2017) found that there is a negative effect of market 
timing ability on the performance of equity funds. Meanwhile, 
Gusni, et al. (2018); Lucas, et al. (2019) found that market 
timing has no significant effect on the performance of equity 
funds. 

In addition, macroeconomic factors such as inflation also 
affect the performance of equity funds. Inflation describes the 
tendency of prices to increase continuously, the higher the 
price increase, the lower the purchasing power of money and 
then it can affect the portfolio (Hermawan & Wiagustini, 
2016). The existence of inflation can have a positive ef
the performance of equity funds as the research of Gusni et al. 
(2018); Rahmawati & Dudung, (2018). However, the research 
conducted by Pratama & Dewa (2018); Rois, et al (2019) 
found that inflation can have a negative effect on the 
performance of equity funds. 

The next macroeconomic factor is economic growth. Good 
economic growth will attract more domestic investors and 
even foreign investors. The increase number of investors will 
have an impact on portfolio performance. Economic growth 
will also improve the performance of equity funds (Nguyen & 
Dung, 2019). However, Sari (2019); Nguyen, et al. (2018) 
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The next macroeconomic factor is economic growth. Good 
economic growth will attract more domestic investors and 
even foreign investors. The increase number of investors will 
have an impact on portfolio performance. Economic growth 

prove the performance of equity funds (Nguyen & 
Dung, 2019). However, Sari (2019); Nguyen, et al. (2018) 

stated that there is no effect of economic growth on the 
performance of equity funds. 

The money supply variable is also one of the macroeconomic 
factors that affect the performance of equity funds. An 
increase in the money supply indicates that people are 
investing more, so that investment demand increases (Rozak, 
2016). Sari (2019) and Rozak (2016) found that there is an 
influence between the money supp
equity funds. However, Nguyen, et al. (2018) stated that there 
is no relationship between the money supply and the 
performance of equity funds. 

2.3. Hypotesis and Model Framework

Here is the model framework that will be tested in this 
research: 

Figure 2.1 Model Framework

H1: Fund size positively effects on stock fund performance

H2: Expense ratio negatively 
performance 

H3: Turnover ratio positively 
performance 

H4: Market timing ability positively 
performance 

H5: Inflation negatively effects on stock fund performance

H6: Economic growth positively 
performance 

H7: Money supply positively 
performance 

III. METHODOLOGY

The population in this study is equity funds
Indonesia Stock Exchange (IDX) from June 2016 to May 
2020. Samples according to the criteria have been collected 
and obtained 53 equity mutual funds in Indonesia. The 
number of observations used in this study was 2544 
observations from June 2016 - May 2020.

This study uses a Panel Data model. Panel data analysis is a 
regression analysis that combines cross
time-series data. The panel data test begins with determining 
the appropriate model by performing the Chow test and 
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on stock fund performance 

H2: Expense ratio negatively effects on stock fund 
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H6: Economic growth positively effects on stock fund 

H7: Money supply positively effects on stock fund 

METHODOLOGY 

equity funds listed on the 
Indonesia Stock Exchange (IDX) from June 2016 to May 
2020. Samples according to the criteria have been collected 
and obtained 53 equity mutual funds in Indonesia. The 
number of observations used in this study was 2544 

May 2020. 

This study uses a Panel Data model. Panel data analysis is a 
regression analysis that combines cross-sectional data and 

series data. The panel data test begins with determining 
the appropriate model by performing the Chow test and 
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Hausman test and continues with panel data regression testing 
by using the selected model.  

Dependent variable in this research is mutual performance 
measured by actual return of equity funds and Jensen alpha. 
Here is the formula:  

Actual return of equity funds 

𝑅𝑒𝑡𝑢𝑟𝑛ோ஽ =  
𝑁𝐴𝐵௧ −  𝑁𝐴𝑉௧ିଵ

𝑁𝐴𝑉௧ିଵ

 

𝑅𝑒𝑡𝑢𝑟𝑛ோ஽  : Mutual fund return 

𝑁𝐴𝑉௧  : NAV on t period 

𝑁𝐴𝑉௧ିଵ  : NAB on t-1 period 

Jensen alpha 

𝛼௣ = 𝑟௣ −  [𝑟௙ + 𝛽௉ ( 𝑟ெ −  𝑟௙)] 

α୮  = Jensen’s alpha  

r୮  = Average return portofolio  

r୤  = Average risk free rate 

While the independent variables are fund size, expense ratio, 
turnover ratio, inflation, economic growth, and money supply. 

The analysis model in this study uses panel data regression 
with Eviews. The panel data models in this study have two 
equations. 

Equation 1: 

RRDit = α + β1FSit + β2ERit + β3TRit + β4MTAit + β5INFit+ 
β6PEit+ β7JUBit + ε 

Equation 2: 

JAit = α + β1FSit + β2ERit + β3TRit + β4MTAit + β5INFit+ 
β6PEit+ β7JUBit + ε 

RRDit  = Actual Equity funds return (𝑅𝑒𝑡𝑢𝑟𝑛ோ஽). 

JAit  = Equity funds by Jensen Alpha (𝛼௣). 

α = Constant (intercept). 

β1, β2..β7 = Beta.  

FS = Fund Size. 
ER = Expense Ratio.  
TR = Turnover Ratio. 
MTA = Market Timing Ability. 
INF = Inflation. 
PE = Economic growth. 
JUB = Money supply. 
ε  = Error term.  
i  = Company i.  
t  = Times. 

 

IV. RESULT AND DISCUSSION 

4.1 Result 

Based on the estimation results, the best model for equation 1 
is the common effect model. The regression model for 
equation 1 is as follows:  

Table 4.1 The Result of Equation 1 

Variable Coefficient t-Statistic Prob. 

FS 0.000899 0.689433 0.4906 

ER -0.000296 -0.556566 0.5779 

TR 6.97E-05 0.397519 0.6910 

MTA 0.000418 8.567705 0.0000 

INF -0.320367 -1.383277 0.1667 

PE 0.220914 2.736365 0.0063 

JUB -0.422162 -7.955001 0.0000 

C 3.332250 5.064569 0.0000 

RRDit = 3,332250 + 0,000899 (FS)it – 0,000296 (ER)it + 
6,97E-05 (TR)it + 0,000418 (MTA)it – 0,320367(INF)it + 
0,220914 (PE)it – 0,422162 (JUB)it + ε 

These results are obtained from the significance test on the 
common effect model by considering the probability value of 
the t-statistic. If the results show a p-value <0.05, it means 
that the hypothesis is supported. Meanwhile, if the p-value> 
0.05, it means that the hypothesis is not supported. Based on 
table 4.5, the results of the t statistical test for equation 1 for 
the variables Market Timing Ability, Economic Growth, and 
Total Money Supply hypothesis are supported. Meanwhile, 
the variable fund size, expense ratio, turnover ratio, and 
inflation, the hypothesis is not supported. 

Meanwhile, the best model estimation result used in the 
second equation is the random effect model. The regression 
model for equation 2 is as follows: 

Table 4.2 the Result of Equation 2 

Varia
ble 

Coefficien
t 

Std. Error t-Statistic Prob. 

FS -0.001051 0.000770 -1.364776 0.1724 

ER -0.001032 0.000284 -3.631297 0.0003 

TR 0.000118 9.32E-05 1.265181 0.2059 

MTA 0.000758 2.27E-05 33.39828 0.0000 

INF 0.116813 0.106787 1.093890 0.2741 

PE 0.002967 0.037231 0.079694 0.9365 

JUB 0.199180 0.024489 8.133375 0.0000 

C -3.187684 0.303700 -10.49617 0.0000 

 Effects Specification   

   S.D. Rho 

Cross-section random 0.002697 0.0165 

Idiosyncratic random 0.020834 0.9835 
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JJAit = -3,187684 – 0,001051 (FS)it – 0,001032 (ER)it + 
0,000118 (TR)it + 0,000758 (MTA)it + 0,116813 (INF)it+ 
0,002967 (PE)it+ 0,199180 (JUB)it + ε 

The significance test on the random model for equation 2 
finds that the expense ratio, market timing ability, and the 
money supply hypothesis are supported. Meanwhile, the 
variable fund size, turnover ratio, inflation and economic 
growth hypothesis is not supported. 

Table 4.3 Summary of the Result 

Independent 
Variables 

Dependent Variables 
Equation 1 Equation 2 

Fund Size Positive 
Not 

significant 
Negativ

e 
Not 

significant 

Expense Ratio Negative 
Not 

significant 
Negativ

e 
Significant 

Turnover 
Ratio 

Positive 
Not 

significant 
Positive 

Not 
significant 

Market Timing 
Ability 

Positive Significant Positive Significant 

Inflation Negative 
Not 

significant 
Positive 

Not 
significant 

Economic 
growth 

Positive Significant Positive 
Not 

significant 
Money supply Negative Significant Positive Significant 

 

The F test both model 1 shows that the value is 40.73472 with 
a probability F-statistic of 0.0000. Meanwhile, The F test in 
model 2 shows that the value is 174,9290 with a probability F-
statistic of 0.0000. Thus, it can be concluded that the variable 
fund size, turnover ratio, expense ratio, market timing ability, 
inflation, economic growth, and the money supply 
simultaneously have a significant effect on the performance of 
equity funds. 

4.2 Discussion 

Fund size on equity funds performance 

The test results found that fund size has no significant effect 
on the performance of equity funds in Indonesia, which means 
that H1 is rejected. Both actual return and alpha jensen, the 
results found that the fund size had no effect. This study is in 
line with the research of Pangestuti, et al. (2017); Gusni, et al 
(2018) that found that there is no significant influence 
between fund size and equity mutual fund performance. 
Although Perold and Salomon (1991) said that a large fund 
size can reduce mutual fund performance. 

Expense ratio on equity funds performance 

In the first model, the test results of the second hypothesis 
(H2) find that the expense ratio does not have a significant 
effect on the performance of equity funds. While in the second 
model, expansion has a negative effect on stock performance. 
This means that the greater the expense ratio, the lower the 
performance of stock mutual funds. It can be concluded that 
the results obtained were inconsistent. 

Return is income after deducting operational costs. If the 
company cannot control these costs, it will have an impact on 

the performance of equity mutual funds. The results of this 
study are supported by Nguyen & Dung (2019); Nguyen, et al. 
(2018); Rao, et al (2017); Busse, et al. (2019). 

Turnover ratio on equity funds performance 

The results of testing the third hypothesis (H3) found that the 
turnover ratio does not have a significant effect on the 
performance of equity funds. This means that H3 is rejected. 
Both actual return and jensen alpha both get the same result, 
which is insignificant, which means consistent results. 

Equity mutual funds that have a high turnover ratio indicate 
trading movements carried out by investment managers with 
high liquidity. High liquidity is usually followed by an 
increase in mutual fund returns. However, high liquidity 
directly increases transaction costs. These transaction costs 
can reduce the investment returns you get. This study supports 
Simu's research (2019) which stated that there is no 
significant effect of turnover ratio on equity fund 
performance.   

Market timing ability on equity funds performance 

The test results of the fourth hypothesis (H4) found that 
market timing ability has a significant effect on the 
performance of equity funds. This means that H4 is accepted. 
Mutual fund performance measured using actual return and 
jensen alpha has a positive effect on stock mutual fund 
performance. 

Good market timing will affect the performance of equity 
funds. The market timing ability has a direct effect on the 
portfolio realization in the future. So that future portfolio 
prices are expected to increase (Astapa, et al. 2018). This 
result is supported by research by Rao, et al. (2017) and Stark 
(2019) which stated that market timing has a positive effect on 
the performance of equity funds. 

Inflation on equity funds performance 

The results of testing the fifth hypothesis (H5) found that 
inflation does not have a significant effect on the performance 
of equity funds. Mutual fund performance measured by both 
actual return and Jensen alpha found that the same results 
were not significant, which means consistent results. 

High inflation will affect the price of goods and will reduce 
the performance of equity funds (Ginting, 2016). This result 
does not support the results of Pratama & Dewa (2018); Rois, 
et al. (2019) found that inflation does not affect the 
performance of equity funds. 

Economic growth on equity funds performance 

The results of testing the sixth hypothesis (H6) found that 
economic growth has a significant effect on the performance 
of equity funds. This means that H6 is accepted. This means 
that the higher the economic growth, the higher the 
performance of equity funds in Indonesia. Mutual fund 
performance measured by using actual return has a positive 
effect. However, if using the measurement of alpha jensen, it 
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is found that the results do not affect the performance of 
equity funds, so the results are not consistent. 

Money supply on equity funds performance 

The results of testing the seventh hypothesis (H7) found that 
the money supply has a significant effect on the performance 
of equity funds. This means that the higher the money supply, 
the better the stock mutual funds performance. The mutual 
performance was measured using jensen alpha with positive 
significant results. However, using the actual return 
measurement has a negative effect on the performance of 
equity funds, so the results are contradictory. 

Sari (2019) found that the money supply affects the 
performance of equity funds. The results of the study indicate 
that the money supply affects the performance of equity 
funds. The increase in the money supply illustrates that the 
demand for financial product instruments has increased 
because it is assumed that people invest more. The results 
support research conducted by Rozak (2016). 

V. CONCLUSION 

This study examines the factors that influence the 
performance of equity funds in Indonesia. The study found 
that mutual fund factors and macroeconomic factors as a 
whole affect the performance of equity funds in Indonesia. 
Meanwhile, the test results for each variable show that the 
expense ratio and market timing ability (the mutual fund 
factors), and economic growth and money supply (the 
macroeconomic factors) have significant effects on the 
performance of equity funds in Indonesia. On the other side, 
fund size and turnover ratio (the mutual fund factors) and 
inflation (macroeconomic factor) do not have a significant 
effect on the performance of equity funds in Indonesia. 
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