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CHAPTER 5 

CONCLUSION 

A. Introduction 

This chapter concludes with the findings of the research and makes the 

appropriate recommendations for adoption. It also highlights the limitations of the 

research and the need for further work in the selected area. 

1. Conclusion of study 

From the analysis done so far in the preceding chapter, it can be inferred that, 

which capital market has outstanding performance and which stocks are best to 

invest for investors; Following are the answer of the questions of chapter one: 

a. Which capital markets are eligible to embrace in efficient portfolio amid 

selected Asian emerging countries?  

The principle that potential return rises with an increase in risk. Low levels of 

uncertainty (low-risk) are associated with low potential returns, whereas high 

levels of uncertainty (high-risk) are associated with high potential returns.  

The economic analysis of table 2 suggests that, Indonesia and Malaysia had 

noticeable growth within year 2006 until 2012. Growth in market capitalization 

and GDP per capita indicates that companies of these countries will also perform 

well. 

Table 3 (panel B), gives us the picture of expected return, risk and coefficient 

of variance (CV) of individual county. Looking at the CV, and considering as 

these are the risky asset, risk will be higher to get higher return. But the variance 

between risk and return of China, Thailand, India and Pakistan are highly volatile 
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and return is lower compare to risk among all 6 countries capital market. This left 

us Indonesia and Malaysia. So among all these 6 countries Indonesia and 

Malaysia are worth enough to invest in.  

b. Does selected Asian emerging capital markets security’s worth including 

in Harry Markowitz’s efficient portfolio? 

The Markowitz analysis demonstrates that the standard deviation of portfolio is 

typically less than the weighted average of standard deviation of the securities in 

the portfolio. Thus, diversification typically reduces the risk of portfolio – as the 

number of portfolio holdings increases, portfolio risk declines. In fact, half of an 

average stocks risk can be eliminated if the stock is held in a well- diversified 

portfolio. 

Emerging Asian capital markets are risky assets. Harry Markowitz‘s efficient 

portfolio gave a proper diversification benefits to those risky assets in portfolio. 

Table 15 shows the portfolio and the diversifications of risks. 

After capital markets analysis, we found Indonesia and Malaysia has potential 

to stand on in this efficient portfolio. After selecting capital markets we found 15 

securities form LQ45 (Indonesia) and 11 securities form KLSE (Malaysia), those 

were always listed as most traded securities from the year 2006 until 2012. 

Table 13 and 14, is the list of expected return, risk and CV of each securities 

form LQ45 and KLSE. If we compare the risk and return, return is higher but it 

comes with higher risk and higher variance.  
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After combining all securities in efficient portfolio with Markowitz principles 

(table 15), risk has been diversified among all securities. Like portfolio 1, has risk 

0.0054% with return 38%. The set of securities involve is this portfolio, 

individually they had much higher risk than the portfolio risk. 

As Markowitz principle is risky asset should be evaluate on the basis of their 

risk and return. Considering all these risky assets from LQ45 and KLSE were 

definitely worthy to include in Markowitz efficient portfolio. 

c. Does selected emerging capital markets has perfect risk return trader off?  

The principle is that potential return rises with an increase in risk. Low levels 

of uncertainty (low-risk) are associated with low potential returns, whereas high 

levels of uncertainty (high-risk) are associated with high potential returns. 

According to the risk-return tradeoff, invested money can render higher profits 

only if it is subject to the possibility of being lost. 

According to the research, Table 3 (Panel B) shows that all selected Asian 

emerging market has higher risk as well as higher return. But some countries risk 

are too high than the return and coefficient of variance is much higher, 

considering all selected countries as risky assets, CV will be higher than 1. But 

among 6 capital markets Indonesia and Malaysia has low variance, which proves 

that not all emerging Asian capital markets have perfect risk-return trade off. 
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d. Managerial Implication 

From the results of the research study, there are some points to be considered 

for both an individual investor and an investor manager. For individual investors 

the results of the research study imply that the Indonesian capital market (LQ45) 

and Malaysian capital market (KLSE) is the best for international investment 

among selected Asian emerging capital markets. The result also clarify that which 

stocks of these two capitals markets are worthy enough to invest in based on 7 

years data analysis. 

For investment managers of any of any investment company, the result of this 

study can help them in maintaining investment funds, taking wise decisions, 

building their efficient portfolios and earring profit for their company. In that case 

they have to consider selection of capital markets with their index, based on 

expected return, risk & coefficient of variance, building a portfolio to get the 

diversification benefit of those risky assets. 

e. Limitation and Further Research 

With the limitation of the research study, the results of this research is also 

limited since this research limits the population only for 6 countries capital 

markets with only 7 years of data. Because of limited data researcher was not able 

to do a 10 years analysis and could not include all emerging Asian capital 

markets. 
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Due to the limitation of this research, for further research, researcher can 

consider the following points to make some improvement of the research study 

with similar topic: 

a. They can do similar research adding more capital markets and more data to 

conduct the research. 

b. Researcher can do analysis (build portfolio) with PIIGS and BRICS. 
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Appendix 1 Data to analyze capital market / selection of countries 

(calculation of risk and return using market index) 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

 



 

 
 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 2 Data to build an efficient portfolio (calculation of risk and return using historical price of securities) 

 
  

 

 



 

 
 

 



 

 
 

 



 

 
 

 



 

 
 

 



 

 
 

 



 

 
 

 



 

 
 

 



 

 
 

 



 

 
 

 



 

 
 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 3 Finding beta for securities (Data to calculate minimum expected 

return of each security from portfolio) (table 16) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 


