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Abstrak

In Indonesia, several stock indices can be used as a reference in investing in
stocks, such as the LQ-45, JII, and SRI-KEHATT stock indexes. The SRI-
KEHATT stock index emphasizes its attention to sustainable and responsible
investment (SRI), which is a manifestation of socially responsible investing, a
perspective in investing where attention to ethics, social, and normative views
of investors influences investors' decisions in investing. The purpose of the
study was to compare the performance of SRI-KEHATT stock indexes against
LQ-45 and JII based on risk-adjusted return using Sharpe, Treynor, and
Jensen's Alpha ratios with an observation period from January 2015 to
December 2019. The results showed that the overall performance of the SRI-
KEHATT stock index managed to outperform the performances of LQ-45
and JII. Based on these results, investors can look at the stocks listed in the
SRI-KEHATT stock index because, in addition to getting
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Introduction
One form of good financial planning is to set aside some income to
invest. Investment is an effort to set aside several funds to get profits in the

future (Huda & Nasution, 2007). One's investments can reduce the risk of
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eroding the value of money due to inflation (Widiatmojo, 2005). Some
investment instruments that can be selected include tangible assets such as
land, property, gold, or financial assets such as stocks, mutual funds, bonds
(Alam et al., 2021). Investment in financial assets in Indonesia shows positive
developments over the past five years, as can be seen in Table 1.
Tabel 1. Investment Data on Financial Assets in Indonesia
Indicator 2015 2016 2017 2018 2019
Composite
Stock Price 4.593,01 5.296,71 6.355,65 6.194,50 6.299,54
Index (points)
Net Assets
Value of
Mutual Funds
(billion rupiah)
Outstanding
Debentures 1.659,00 2.086,00 2.487,00 2,777,221 3.210,57
(trillion rupiah)

271.969.00 338.749,81 457.506,57 505.390,30 544.950,36

Source: Capital Market Statistics of the Financial Services Authority, 2020

Stock investment has become one of the financial asset investment
instruments that investors can consider because it provides a higher rate of
return when compared to other financial asset instruments such as funds and
bonds (Martalena & Malinda, 2011). Measuring the performance of existing
stocks on the Indonesia Stock Exchange, some indicators can reference the
Composite Stock Price Index (JCI). JCI's performance in the last five years in
Table 1 recorded a growth in the yield rate of 37.15% year on year, or up by
1706.53 points from the level of 4,593.01 in December 2015 to touch the level
of 6,299.54 in December 2019.

In its development, the stock index on the Indonesia Stock Exchange
is not only JCI. There are several stock indices such as L.Q-45, JII, and SRI-
KEHATTI The LQ-45 stock index consists of 45 liquid stocks with a large
market capitalization supported by good company fundamental conditions
(Pertiwi & Meirinaldi, 2016). The JII stock index consists of 30 liquid Islamic
stocks with good financial performance (Harahap et al., 2017; Puspha Sonia,
2017; Widiawati & Raharja, 2012).

In contrast to the LQ-45 stock index and the JII stock index, the SRI-
KEHATT stock index consists of 25 stocks based on socially responsible
investing. It can be referred to as a sustainable and responsible investment
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included in the index based on a company. That has attention and awareness
to the environment, social and good corporate governance, and companies
that think about the sustainability of the environment and the environment's
sustainable development (Zulkafli et al., 2017). The SRI-KEHATT index can
be a reference for investors who have the criteria for company stock that is
not only based on the company's financial performance but also its sensitivity
to the environment and socially supported by good corporate governance
(Lakaba & Robiyanto, 2018; Zulkafli et al., 2017).

The question that arises is whether the performance of company
stocks included in the SRI-KEHATT index as a stock index based on socially
responsible investing has better performance when compared to other stock
indices such as the LQ-45 stock index, the JII stock index, or even the JCI
stock index both in terms of risk and return yield. Therefore, this study aims
to explore the performance of the SRI-KEHATT stock index compared to the
LQ-45 stock index, the JII stock index, and the JCI stock index based on risk-
adjusted return using the Sharpe ratio, the Teynor ratio, and Jensen's Alpha.

Socially Responsible Investment

"Socially Responsible Investment" (SRI) is a perspective in investing
where attention to ethical, social, and normative views of investors influences
investors' decisions in investing (Humphrey & Lee, 2011). Attention to
environmental and social sensitivity in investing is not new in the world of
investment (Raut, 2020). In the 1970s, in the United States, the spirit of
investors otiented to social and environmental sensitivities, also referred to as
"socially responsible investors," by not investing in companies that were not
involved in the Vietnam War and companies with ties to companies in South
Africa in the 1980s (Sauer, 1997).

At least the determination of a company that deserves to enter the
socially responsible investing category is based on its business lines and social
responsibility ethics (Hassan & Lewis, 2007; Oseni & Ali, 2019). Some
indicators that can be screened for socially responsible investing are
companies whose business lines are not engaged in the tobacco, alcohol,
defense, pornography, and gambling industries and care about the
environment and human rights (Sparkes, 2002). Some of the world's socially
responsible investing-based indices, such as the Domini 400 Social Index,
launched in 1990, the FTSE4 Good Wortld Social Index, launched in 2000,
and the FTSE4 Good IBEX, which was launched in 2008 (Sauer, 1997). In
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Indonesia, the index included in socially responsible investing is the SRI-
KEHATI Index, launched in 2009.

SRI-KEHATI Index

On June 8, 2009, the Indonesia Stock Exchange, in collaboration with
the Indonesian Biodiversity Foundation (KEHATT), launched the Sustainable
and Responsible Investment (SRI) stock index, a manifestation of socially
responsible investing under the name SRI-KEHATI index. As for the
selection of company shares included in the SRI-KEHATT index through
three stages of the selection process, namely core business selection, financial
aspects, and fundamental aspects (Yayasan Keanekaragaman Hayati
Indonesia, 2019). The flow of the selection stage is shown in Figure 1.

Figure 1. SRI-KEHATT Index Selection Stage

S Tanap 1 Seleksi Tahap 2

Aspek Keuangan Seleksi Tahap 3
Daftar Negatif : Aspek Fundamental
- Pestisida Rasio Keuangan dan x
- Nuklir Indikator Pasar: - Lingkungan

- Persenjataan - Keterlibatan Masyarakat

- Tembakau - Kapitalisasi pasar - Tata Kelola Perusahaan

- Alkohol mnRp 1T - Perilaku Bisnis
- Pornografi - Total Aset min IDR 1 T - Ketenagakerjaan
- Perjudian - Free Float Ratio >10% - Hak Asasi Manusia
- Genetically Modified = Pncg(fEammg Ratio
Organism (GMO) Ras
- Pertambangan Batu
Bara (coal mining)

Source: Indonesian Biodiversity Foundation, 2019

In Table 2, the development and growth of the SRI-KEHATT index
in 2015-2019 can be seen in Table 2.
Table 2. SRI-KEHATTI Index Development Data

Year SRI-KEHATI Index Value Growth (Year on Year %)
2015 265.16 -11.48%
2016 310.19 16.98%
2017 395.56 27.52%
2018 378.69 -4.26%
2019 400.56 5.78%
Rata-Rata Pertumbuhan 5% 6.91%

Source: Indonesia Stock Exchange (data processed, 2020)
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Table 2 shows that the development of the SRI-KEHATT stock index
on a year-on-year basis is volatile, with the most significant increase in the
value of index growth occurring in 2017 by 27.52%. At the same time, the
most significant decline in the value of the SRI-KEHATT stock index occurred
in 2015, by -11.48%. In 2019, the SRI-KEHATT stock index recorded an index
growth rate of 5.78%. Based on arithmetic averages, the SRI-KEHATT stock
index recorded an index value growth of 6.91% from 2015 to 2019.

Performance A Socially Responsible Investment Based on Risk-
Adjusted Return

An assessment of SRI's performance based on risk-adjusted return is
conducted so that investors can consider investment decisions taking into
account risk and the level of returns provided (Zulkafli et al.,, 2017). Some
research that discusses SRI performance based on risk-adjusted return, namely
Zulkafli et al., explained that by comparing the performance of the SRI-
KEHATT stock index with the IHSG stock index throughout maturation from
January 2009 to December 2014 using risk-adjusted return (Zulkafli et al.,
2017). Based on the Sharpe ratio, Treynor, and Jensen's Alpha ratio, the SRI-
KEHATT stock index has a lower portfolio performance when compared to
the JCI stock index (Humphrey & Lee, 2011; Kiymaz, 2019; Zulkafli et al.,
2017).

Pertiwi & Meirinaldi (2016) compare the performance of the LQ-45
stock index with the SRI-KEHATT stock index with the observation period
from January 2010 to December 2014 based on Risk-Adjusted Return with
Sharpe ratio, Treynor ratio, and Jensen's Alpha. The results showed that the
LQ-45 stock index has a more maximal portfolio performance when
compared to the SRI-KEHATT stock index (Pertiwi & Meirinaldi, 2016).
Robiyanto (2018) shows different results and compares all stock indices on
the Indonesia Stock Exchange with the observation period from January 2011
to July 2017 using Risk-Adjusted Return. The Sharpe ratio, Treynor, and
Jensen's Alpha ratio show that the SRI-KEHATT stock index has a maximum
portfolio performance than the LQ-45 stock index and JII stock index (Lakaba
& Robiyanto, 2018; Robiyanto, 2018).

The SRI Fund's performance comparison of 152 SRI-based financial
products in the United States was conducted against several financial indices
in the United States. The S&amp; P 500 Index, the Russell 2000 Index, the
Russell 1000 Index, the Barclays US Aggregate Bond Index, and the MSCI
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World Index, with data ranging from January 1995 to May 2015. The results
of the study showed that the SRI Fund provides diverse performance. The
SRI Fund's performance is superior to the Russell 2000 Index and MSCI
World Index but not the S&P 500 Index, Barclays US Aggregate Bond Index,
or Russell 1000 Index (Kiymaz, 2019).

Borgniet (2019) Borgniet (2019) observed several SRI indices'
performance against the market reference indexes from each American region,
the United Kingdom, Continental Europe, and the World. From 2008 to 2018,
the FTSE4Good US 100 Index was compared to the FTSE USA Index for
the United States region zone, the FTSE4Good UK 50 Index was compared
to the FTSE Local UK Index for the United Kingdom zones, and the
FTSE4Good Europe 50 Index was compared to the FTSE Eurotop 100 Index
for the European region. The FTSE4Good Global 100 Index is compared to
the Global 100 Index for wotld coverage zones by using the Sharpe ratio as a
basis for measuring portfolio performance based on risk-adjusted return, and
the result is that all SRI indexes perform better than the market benchmark
index in each region (Borgniet, 2019).

Research Method

This study used quantitative research to process monthly yield rate
data from the SRI-KEHATT stock index, the LQ45 stock index, and the JII
stock index from January 2015 to December 2019. Sixty observational data
points are obtained and processed using risk-adjusted return-based portfolio
performance measurements based on Sharpe, Treynor, and Jensen's Alpha
ratios. The standard of measurement of risk-free asset yields is based on the
automatic average of monthly data on Bank Indonesia's interest rate as the
central bank in Indonesia, and the standard measurement of stock market yield
rates is based on the monthly yield rate of JCI in the period January 2015 to
December 2019. After measuring portfolio performance based on risk-
adjusted return, the correlation was calculated between the SRI-KEHATI
stock index, the L.Q45 stock index, the JII stock index, and the JCI stock index.
Individual correlation values between indices were obtained.

Risk-Adjusted Return

In addition to paying attention to the level of return on investment
assets, an investor also pays attention to the level of risk that must be faced.
Calculations of risk-adjusted yield levels as a portfolio performance measuring
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instrument can be measured by several measuring ratios, such as the Sharpe
ratio, Treynor ratio, and Jansen Alpha ratio (Hermawan & Wiagustini, 2010).

Sharpe Ratio

The Sharpe ratio is the relationship between net portfolio income and
the free interest rate for each systematic and nonsystematic risk unit. Portfolio
performance will be compared to the capital market line known as the reward
to variability ratio (RVAR) through the Sharpe ratio (Sharpe, 1964). A
portfolio performs better when it produces a greater Sharpe ratio value when
compared to other portfolios than the results of Sharpe ratio calculations
(Putri & Worokinasih, 2018). As for the formula for calculating the Sharpe
ratio,

RVAR = T2_fer
%p

RVAR is a Sharpe gauge, ﬁp is the average total return on the
portfolio in a given period, Rgg is the average return on risk-free assets in a
given period, gy, is the variability measured based on the standard deviation of

portfolio returns over a given period (Jogiyanto, 2016).

Treynor Ratio
The Treynor ratio measures portfolio performance based on
systematic risk (volatility) based on large portfolio betas (Rahman et al., 2012).
A portfolio performs better when it produces a greater Treynor ratio value
when compared to other portfolios than the results of the calculation of
Treynor ratios (Putri & Worokinasih, 2018). As for the formula for calculating
the Treynor ratio,
RVOL = Rv—RBR
D

RVOL is the Treynor gauge, ﬁp is the average total return on the
portfolio in a given period, Rgg is the average return on risk-free assets in a
given period, f8, Volatility is measured based on the large beta of the portfolio
in a given period (Jogiyanto, 2016).
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Jensen's Alpha

In contrast to the Sharpe and Treynor ratios that use the slope angle
of the capital market line, Jensen's Alpha emphasizes portfolio calculations
based on intercepts formed (Jogiyanto, 2016). Jensen's Alpha can be used to
determine the extent of investment performance compared to market
performance and risks faced (Lakaba & Robiyanto, 2018) and aims to measure
the level of portfolio results to get results above average (Esterhuyse, 2019).

As for the formula in calculating Jensen's alpha ratio:

%p = (ﬁp - RBR) — Bp(Rm — Rpgr)
a, Jensen's Alpha notes it, ﬁp — Rpp it is the average premium risk,

Bp Its volatility, R,, — Rpg Itis the average market premium risk (Jogiyanto,
2016).

Result and Discussion
Sharpe's ratio calculation results are shown in Table 3 to determine the
ratio between the portfolio's net yield and the free interest rate for each
systematic and nonsystematic risk unit.
Table 3. Sharpe Ratio Calculation

Year SRI-KEHATI LQ-45 JiI
2015 -0.2533M -0.26411 -0.322508
2016 0.2176M 0.139581 0.198912
2017 0.6558[M 0.218902 0.07420
2018 -0.2095M1 -0.2960612 -0.36210
2019 0.0169M1 -0.0435[2 -0.0764051
2015-2019 0.1156M1 0.04661 -0.00330

Source: processed data, 2020

Table 3 shows that the SRI-KEHATT stock index from 2015 to 2019
always recorded a better performance when compared to the LQ-45 stock
index and JII stock index. In 2015 and 2018, all stock indexes performed
negatively according to Shatrpe's ratio. It is in line with the weakening of the
JCI index, which experienced a decrease in yields in the year. From 2015 to
2019, the JII stock index performed not much better than the LQ-45 stock
index. Jii stock index performance outperformed the LQ-45 stock index only
in 2016.
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Based on the results of calculations according to Treynor ratios, in
Table 4, calculations are described to measure portfolio performance based on
its systematic risk (volatility) based on the large portfolio beta.

Table 4. Calculation of Treynor Ratio

Year SRI-KEHATI LQ-45 JiI
2015 -0.01172M -0.012098 -0.014868
2016 0.0062001 0.003800 0.0055412
2017 0.01388MM 0.010551 0.003590
2018 -0.0072061M -0.009442 -0.012748
2019 0.0004011 -0.0011312 -0.002088!
2015-2019 0.00389111 0.001522 -0.000118

Source: processed data, 2020

Similar to the Sharpe ratio, the results of the Treynor ratio in Table 4
also showed that the SRI-KEHATT stock index performed better than the
LQ-45 stock index and the JII stock index, wherein in 2015 and 2018, all
indices recorded negative performance according to the Treynor ratio. From
2015 to 2019, the JII stock index performed not much better than the 1.QQ-45
stock index. In 2016, the JII stock index outperformed the LQ-45 stock index.

Based on the calculations according to Jensen's Alpha, the obtained
results are in Table 5.

Table 5. Calculation of Jensen's Alpha Ratio

Year SRI-KEHATI LQ-45 JII
0.0055 0.0049 0.0013
2015 [Superior] [Superiof] [Superior]
-0.0016 -0.0044 -0.0023
2016 [Inferior] [Inferior] [Inferior]
0.0027 -0.0014 -0.0089
2017 [Superior] [Inferior] [Inferior]
-0.0013 -0.0042 -0.0065
2018 [Inferior] [Inferior] [Inferior]
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0.0050 0.0023 0.0010

2019 [Superior] [Superior] [Superior]
0.0015 -0.0014 -0.0030

2015-2019 [Superior] [Inferior] [Inferior]

Source: processed data, 2020

Table 5 shows, the SRI-KEHATI stock index provided superior
performance in 2015, 2017, 2019. On the other hand, the L.Q-45 and JII stock
indices provided superior performance in 2015 and 2019. Overall, from 2015
to 2019, the SRI-KEHATT stock index provided superior performance to the
performance of market yield levels according to Jensen's Alpha, while the Q-
45 stock index and J1I stock index provided an inferior performance to market
yield levels.

Based on these results, by investing in stocks listed in the SRI-
KEHATT index, investors, in addition to getting good performance from their
investment, also participate in investments that support sustainability,
environmental awareness, social responsibility, and the creation of good
corporate governance. On the other hand, there was a difference in
performance in the SRI-KEHATT stock index before 2015 and after 2015.
Before 2015, the SRI-KEHATT stock index had performance below the JCI
stock index and L.Q-45 stock index (Pertiwi & Meirinaldi, 2016; Zulkafli et al.,
2017)(Pertiwi & Meirinaldi, 2016). However, after 2015, the SRI-KEHATI
stock index could record better performance.

Conclusion

Investment is one of the financial planning efforts by setting aside
several funds to profit in the future. Stock investment has become one of the
most promising investment instruments because it can provide a higher rate
of return on profits than other financial investment products, such as deposits
and mutual funds. However, the high potential return on profits invested in
stocks is in line with the high potential risks that come with it. Therefore, a
reduction is needed in adjusting between the level of return and the level of
risk by using risk-adjusted return, which uses the Sharpe ratio, Treynor ratio,
and Jensen's Alpha.
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In Indonesia, several stock indices can be used as a reference for
investors, such as the JCI stock index, L.Q-45 stock index, JII stock index, and
SRI-KEHATI stock index. The existence of the SRI-KEHATT stock index as
a stock index based on socially responsible investing is considered by investors
because it is based on risk-adjusted return results using the Sharpe ratio,
Treynor ratio, and Jensen's Alpha. It is known that the performance of the
SRI-KEHATT stock index has better performance when compared to the LQ-
45 stock index and the JII stock index in the last five years.
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