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ABSTRACT

Covid-19 pandemic has changed people's behavior, from initially spending a lot
of money to being more active in saving. This pandemic has also increased
public interest in investing in line with the desire for financial well-being. Based
on KSEI data, this increase in the number of investors is six times higher than
at the end of 2017. Capital Asset Pricing Model (CAPM) is a model that can be
used to see the expected return in a balanced market. The main objective of
CAPM is to assist investors in making optimal stock choices while avoiding risk.
This research aims to examine CAPM approach in making investment choices
in the health sector. This research uses a quantitative descriptive method. The
data used in this research is secondary data in the form of financial reports of
health sector companies listed on Indonesia Stock Exchange for the period
March 2020 to February 2022. Based on the research results, 18 health sector
stocks have a positive average return, 17 stocks are included in the category
of efficient stock, and 1 stock is included in the category of inefficient stock.
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INTRODUCTION

Covid-19 pandemic has changed
people's behavior, from initially spending
a lot of money to being more active in
saving. This pandemic has also increased
public interest in investing along with the
desire for financial prosperity. Based on
survey data conducted by Schroders
Indonesia globally, investment optimism
has increased with the expected average
annual return over the next five years
estimated at 11.3% for 2021, an increase
from last year's prediction of 10.9% (Al
Farug, 2021).

Capital market investors have a big
role in the Indonesian economy,
especially during the Covid-19 pandemic.
One of the roles of investors in the capital
market is as part of a provider of funds
for the development of various
infrastructures in the country (Azfar,
2021). The purpose of establishing an
Indonesian capital market is to connect
investors with companies that need
funding.

Investors will consider the potential
returns and risks before deciding on the
type of investment. Investors can accept
different risks by expecting a rate of
return commensurate with the risk taken.
Because these two aspects are related,
they are considered when making
investment decisions (Turlinda and
Hasnawati, 2021). This statement is also
in accordance with the axiom of financial
management which is essentially a
special basic principle in managing
company finances, namely the "risk
return trade-off" where there is a
relationship between the risk taken and
the return to be obtained. The higher the
risk on an asset, the asset will generate
a high return as well.

One of the methods that can help
investors determine investment in the
capital market is by using balance models
in determining the risk and expected rate
of return of an asset. Capital Asset Pricing
Model (CAPM) is one model that can
relate the expected rate of return of a
risky asset to the risk of that asset in a
balanced market condition (Tandelilin,
2010). The purpose of CAPM is to assist
investors in stock selection and reduce
investment risk. Investors can use CAPM
to characterize complex  market
situations, reduce investment risk, and
predict the expected rate of return.

Health is the most important factor for
human life because it is related to welfare
which is the ideals of the Indonesian
people. The health sector in Indonesia
has adopted a grand strategy to provide
essential health services to 270.2 million
Indonesians (BPS, 2020).

Central Bureau of Statistics also known
in Indonesia as BPS (Badan Pusat
Statistik) reported Indonesia's economic
growth in 11 business fields where the
health service sector and social activities
grew positively from the third quarter of
2019 to the fourth quarter of 2021. The
highest increase occurred in the fourth
quarter of 2020 by 16.54%. According to
the Head of BPS Suhariyanto, this growth
was due to the fact that during the Covid-
19 pandemic there was a change in
health awareness behavior in the
community so that various health-related
products such as drugs, hand sanitizers
and so on increased (Julita, 2021).

Based on this background, the
researcher wants to analyze CAPM
method on health sector stocks during
the pandemic.
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LITERATURE REVIEW

Investment

Investment is a commitment to an
amount of cash or other resources made
now with the hope of obtaining some
return in the future (Tandelilin, 2010).
Investments are made because an
investor wants to get profits in the future,
besides that investment is made to
improve the welfare of investors,
because investment provides an option
for investors to allocate their funds at the
right time.

Capital Market

Capital market is a market for long-
term financial instruments (Keown et al.,
2014). Capital market is a market that
brings together those who offer funds
and those who need long-term funds,
such as stocks and bonds.

Indonesia Stock Exchange also known
in Indonesia as BEI (Bursa Efek
Indonesia) an institution that provides
system facilities to bring together sellers
and buyers of long-term securities
between various companies with the aim
of trading company securities listed on
BEL.

Capital Asset Pricing Model (CAPM)

CAPM is a model that relates the
expected rate of return of a risky asset
with the risk of that asset in a balanced
market condition (Tandelilin, 2010).

CAPM is the equation of the expected
rate of return on a stock with a risk-free
rate plus a risk premium for the stock's
systematic risk (Keown et al., 2014).

CAPM relates the expected rate of
return of a security to a relevant measure
of risk (Jones 2014).

METODHOLOGY

This research is a descriptive
quantitative, which explains the analysis
of Capital Asset Pricing Model (CAPM) in
making investment decisions on health
sector stocks for the period March 2020
to February 2022. The research utilizes
the financial statements of companies on
health sector which are listed on BEI and
have audited financial statements for the
period March 2020 to February 2022. The
research was conducted on 18 stocks of
the health sector listed on BEI for the
period March 2020 to February 2022.

The object in this research is a
company that is included on health sector
stocks category on BEI with a research
period from March 2020 to February
2022. Sampling in this research was
carried out using a purposive sampling
method with the aim of obtaining
samples according to the research
objectives. Purposive sampling method is
a sampling method based on certain
considerations.  The  criteria  for
companies that will be sampled in this
research are as follows:

1. Health sector companies listed on

Indonesia Stock Exchange during
the period March 2020 — February
2022.

2. Health sector companies that have
never been delisted from
Indonesia Stock Exchange during
the period March 2020 — February
2022.

RESULT AND DISCUSSION

Analysis of Descriptive Statistics
Descriptive statistical analysis is used

to provide an overview of the variables

tested in this research by displaying a
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histogram (describing the frequency
distribution of the data) and several basic
statistical calculations, such as the
average, maximum, minimum, etc
(Winarno, 2017). Statistical measures
used in this analysis are the average
(mean), median, maximum value (max),
minimum value (min) and the standard
deviation of each variable proxied by Ri
(Average rate of return on individual
stock), Rm (Market rate of return), Rf
(Risk-free rate of return), Beta, and
CAPM (Expected rate of return) on health
sector companies listed on BEI for the
period March 2020 — February 2022. The
following is an explanation of the
research data statistics in the table 1:
Table 1 Descriptive Statistics

Table 2 Health sector stocks that
have positive returns

Atock .
Ho HealthCompanyMName Code Ei
1 Pyridam Farma Thk F¥F& 010213
2 Itama RanorayaThk IREA  0,07001
3 Baranalfeditam alMetropolitanT  SAME 006213
4 IndofarmaThk INAF  0,05909
] Prodia Widyahusada Thik PRDA  0,05833
] Kimia Farma Thk EAEF 004606
T Iledikaloka Hermina Thk HEAL 004422
3 Sejahteraraya drmgrabjayaThk  SRAT 004056
9 Ilerck Thk MEEK 004054
10 IndusttiJamudanFarmasiBido  3IDO 002473
11 Metto Healtheoare Indonesia Thlke CARE 002445
12 Siloam InternationalHospitals SILO 002258
13 TempoScanPacific Thk TEPC  0,02148
14 Kalbe Farma Thk ELEF 001343
15 Darya-Varia Laboratoria Thk DVLA  0,0150%
16 FoyalPrima Thk FRIM 001472
17 PhaprosThk FEHA 001209
18 Mitra Keluargs Karyasehat Thk  MIEKA 000440

BIT Daps . .

fevo e B0 Ri B CAPM
Mean 0037708 5776825 0038023 03703876 0000000
Median 0033000 3082780 0032635 02718733 0007434
Maximum 0045000 6838170 0102130 17338225 0030551
Minimum 0035000 4338030 0004400 03670082 -0003811
Sanderd o605 6970888 0025729 06038490 000961
Deviation
Observatio 24 13 13 13

115

Source: Eviews 10 (2022)

Analysis of Capital Asset Pricing
Model (CAPM) Method

Individual Stock Returns Analysis
Results

Monthly closing prices for health
sector stocks from March 2020 to
February 2022 are used in this research
to calculate stock returns. Closing price
data is sourced from Yahoo Finance. The
calculation of individual stock returns
from 18 health sector stocks used as
research samples produces the following
results:

Source: BEI, Author’s Calculation (2022)

Based on table 2, there are 18 stocks
in the health sector with positive returns.
This shows that health sector stocks
provide benefits for investors during the
research period. Pyridam Farma Tbk
(PYFA) stock have the largest average
rate of return for individual stock, which
is 0.10213 or 10.213%. The average rate
of return of 10.213% means that the rate
of return obtained by investors is
10.213% per month as long as investors
invest in the research period.

Risk-Free Rate Analysis Results
Risk-free assets are types of
investments that have no risk because
they are guaranteed by the government.
The risk-free asset used in this research
is BI 7 Days (Reverse) Repo Rate for the
period March 2020 to February 2022.
BI7DRR is the Bank Indonesia interest
rate that has been in effect since August
19, 2016 which was previously referred
to as the BI Rate. Information is obtained
from the Bank Indonesia website which
can be accessed at www.bi.go.id. The
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BI7DRR for the period March 2020 to

February 2022 is as follows:

Table 3 Risk-free rate from March
2020 to February 2022

Ha Ionth BITDRE Mo Ionth BITDRR
1 Marchz0z0 4.5% 13 March202l 3,5%
2 Apnl 2020 4.5% 14 April 2021 3,5%
3 May2020 4.5% 15 DMay2021 3,5%
4 June 2020 4.5% 16 June 2021 3,5%
5 July 2020 4% 17 July 2021 3,5%
6 August 2020 4% 18 August 2021 3,5%
T Beptember2020 4% 19 Beptember2021 35%
2  October 2020 A% 20 Octoher 2021 3.5%
9 Hovember2020 3,75% 21 Movember2021 3,5%
10 December2020 3,75% 22 December2021 3,5%
11 Jamaary2021 375% 23 Januwary2022 35%
12 Februaryi021 3,5% 24 Fehtuary2022 3,5%
Mean 0,0377
Risk free per month 0,003142

Source: BI, Author’s Calculation (2022)

Based on table 3, the lowest BI7DRR
interest rate in the study period was
0.035 or 3.5%. The lowest interest rate
will occur between February 2021 and
February 2022 with a maximum BI7DRR
interest rate of 0.045 or 4.5% occurring
between March 2020 and May 2020.

The average interest rate during
March 2020 to February 2022 is 3.77%
or 0.0377. This value is then divided by
the number of months in a year, resulting
in a risk-free rate of return (Rf) per
month which is 0.3142 % or equal to
0.003142.

Market Returns Analysis Results

Investors will receive market returns
determined by changes in the price index
over a certain period of time. Jakarta
Composite Index also known in
Indonesia as IHSG (Indeks Harga Saham
Gabungan) is used in this research to
calculate the market rate of return. IHSG
movement from March 2020 to February
2022 is shown in table 4 below:

Table 4 Market rate of return from
March 2020 to February

No Ionth [H3G Rm No Ionth [H3G Rm
1 March2020 453823 - 13 March2021 598552 -0,04106
2 Aprl 2020 471640 003910 14 Apeil 2021 599562 0,00169
3 May2020 475361 000789 15 May20Zl 594746  -0,00803
4 June 2020 490539 003193 16 Junei0Zl 598545 0,00639
5 Iuly 2020 514963 0,04979 17 July 2021 6070,04 0,01413
6 ?;zg;s" 523849 001726 183 August2021  6.150,30 001322
September September
7 3050 4870,04 007033 19 3021 628694  0,02222
Oetober Oetober
2 2020 512823 005302 20 2021 6.591,35  0,04842
Movember Movember
9 3020 5A12,42 009442 21 3021 6.333,93  -0,00871
December December
10 020 597907 006333 22 3021 658148 000728
Tanmaty Tanmaty
11 031 586235 001952 I3 012 6A31,15  0,00755
February February
12 2021 6.241,80  0,06473 24 2072 688817 003876
Tatal 0,0377
E(Fm) 0,003142
Source: Yahoo Finance, Author’s Calculation
(2022)

During the research period, the market
rate of return was higher than the risk-
free rate of return (0.01893 > 0.003142)
which  indicates that the stock
performance in the research period was
good.

Levered Beta Analysis Results

Levered beta is a measure of a
company's systematic risk. The risk that
impacts the entire market as a whole is
known as systematic risk. Levered beta
takes into account the risk of debt and its
effect on the company's financial
performance. Investors should consider
risk when making portfolio management
decisions. Since there is only systematic
risk in the CAPM method, investors
should consider this by paying attention
to the amount of the projected rate of
return and changes in stock prices
affected by beta.
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Table 5 Health sector stocks that
have a levered beta of more

then 1
No esithCompany o 4 node i
Mame
1 IndofarmaTbk THAF 3 0200630
7 Kimis FarmaTbk  KAEF 2.9137783
5 PhaprosThk PEH A 1 2074274
4 Merck Thk MERK 14002060
Itama Ranoraya
5 e IRRA 13902651
g  nejabteraraya SRAT 1 3407205

Anmugrahjaya Thk

Source: Author’s Calculation (2022)

Table 5 shows that 6 stocks have a
levered beta of more than 1. Indofarma
Tbk (INAF) stock have the highest
levered beta, which is 3.0800680. Stocks
with a beta value greater than 1 are
considered aggressive stocks. If the
market experiences an increase or
decrease of 5%, INAF's stock will
increase by 3.0800680 times from 5%
and decrease by 3.0800680 times from
5%. The stocks listed below have a
levered beta of less than 1:

Table 6 Health sector stocks that
have a levered beta of less

then 1
Mo ealthbompany o code K
Mame
i Pyridam Farma FYFA 09196722
Thk
5 Tempodcan TaPC 06883433
Pacific Thk
5 Harana Meditama SAME 0a643a60
Metropolitan T
Industs Jamu dan BIDO 03140213
4 s !
FarmasiZido
b Ealbe Farma Thk ELEF 02708085
p Diarya-Varia DVLA 00475038
Laboratoria Thk
7 Mlitra Keluarga LTEA 00083658
Karragehat Thk

Source: Author’s Calculation (2022)

Table 6 shows that 7 stocks have a
levered beta value of less than one. The
stock value will increase if the market

rises, but the increase will always be
smaller than the market increase
because the beta is positive and smaller
than 1. As for beta equal to 1, the return
on the stock or portfolio will fluctuate by
the same amount as the market return.
for every one percent fluctuation in
market returns. The following stocks
have a levered beta of less than 0:
Table 7 Health sector stocks that
have a levered beta of less

then 0
Mo ealthCompany o o ode B
Mame

Medikaloka

1 H erming Thi HEAL -0,0932101

2 RoyalPritha Thik FRIM 0,1847379
Mletro Healthoare

3 Indonesia Thic CARE -0,2855630
Prodia

4 Widyahusada Thk FRDA 0,3322627
Siloam

5 International SILO 0,6973026
Hospitals

Source: Author’s Calculation (2022)

Based on table 7, five stocks have a
levered beta of less than 0. Siloam
International Hospitals (SILO) stock have
the lowest beta value of -0.6973026.
When the beta value of the stock is less
than 1 and has a negative beta, the
movement will be opposite to the market
movement.

Unlevered Beta Analysis Results

Unlevered beta or asset beta can be
found by removing levered beta debt
securities. Debt securities can be
calculated by multiplying the debt-to-
equity ratio by (1-tax) and adding 1 to
that value.

# CAPM Analysis: Health Sector Stocks as a Growing Sector during the Pandemic
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Table 8 Health sector stocks that
have an unlevered beta of

more then 1
Np  Dealthbompany o oo B
Hame
1  Kimia Farma Thk KAFF 1735832460
2 IndofarmaThk [HAF 1,400455251
3 Merck Thk MERK 1,045031 906

Source: Author’s Calculation (2022)

Table 8 shows that 3 stocks have an
unlevered beta value of more than 1.
Kimia Farma Tbk (KAEF) stock have the
highest unlevered beta, which is
1.735822469. Stocks with a beta value
greater than 1 are considered aggressive
stocks. If the market experiences an
increase or decrease of 5%, then KAEF's
stock will increase by 1.735822469 times
from 5% and decrease by 1.735822469
times from 5%. The stocks listed below
have an unlevered beta of less than 1:
Table 9 Health sector stocks that

have an unlevered beta of

less then 1
Np eatthCompany o g, B
Hame
1 Itama Ranoraya IREA 0242968435
Thk
2 PhaprosThk FEHA 0,803250544
5 Tempodcan TEPC 0,51812627
Paeific Thk
Pyridam Farma FVFa& 0,420404 576
4
Thk
5 Harana Meditama SAME 0381587943
Metropolitan T
Industs Jamu dan =100 0274710723
£ o
Farm asi3ido
7 Sejahteraraya SRAT 026893627
Atmagrahjaya Thk
8 Kalbe Farma Thk ELEF 0231228893
g Diarya-Vatia DVLA 0,034794074
Laboratoria Thk
10 Mitra Keluarga DTE A 0,007444004
Karyasehat Thk

Source: Author’s Calculation (2022)
Table 9 shows that 10 stocks have an
unlevered beta value of less than one.

The stock value will

increase

if the

market rises but the increase will always

be smaller than the market increase
because the beta is positive and smaller
than 1. every one percent fluctuation in
market returns. The following stocks
have an unlevered beta of less than 0:
Table 10 Health sector stocks that
have an unlevered beta of

less then 0
No ealthCompany o 0 code B
Ham e
Medikaloka
1 H erm ina Thi HEAL 0058779413
2 RoyalPrima Thk PRIMI -0,169522643
Metro Healtheare
3 Indonesia Thic CARE 0,2T23ETT3R
Frodia
4 Widyahusada Thk FRDA 0.281600455
Siloam
3 International AILO 0567008188
Hospitals

Source: Author’s Calculation (2022)

Based on table 13, five stocks have an
unlevered beta value of less than O.
Siloam International Hospitals (SILO)
stock have the lowest unlevered beta
value, which is -0.567008188. When the
beta value of the stock is less than 1 and
has a negative beta, the movement will
be opposite to the market movement.

Expected Rate of Return Analysis
Results

There are 15 health sector stocks with
positive return expectations. Kimia Farma
Tbk (KAEF) stock have the largest rate of
return which is 0.03055 or 3.055%.
Because KAEF stock has the largest beta,
KAEF stock has the highest expected rate
of return as well.

Siloam International Hospitals (SILO)
stock have the lowest return which is -
0.00581 or -0.581%. Because SILO stock
has the lowest beta, SILO stock has the
lowest expected rate of return as well.

This is consistent with the CAPM
method because it assumes a positive
and directly proportional relationship

*
*

CAPM Analysis: Health Sector Stocks as a Growing Sector during the Pandemic
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between the expected rate of return and
risk.

Figure 1 Security Market Line

It can be concluded that the average 3.30000%
expected rate of return is positive for
health sector stocks during the research 2.80000%
period, which is 0.9% per month.
Table 11 Expected rate of return - 2.30000%
o
* S
Stack Bfj- F 2 E(Rm) =
Moo eode Rf Beh  Effm) Rf (E(RRgn)- E(R) = 1.80000% 1.89323%
I EAFF 0003142 1735822 001393 001579 0027408 003055 £
2 INAF 0003142 1400455 001893 001579 (022013 00252 g 1.30000%
3 MERK 00053142 1045544 001203 001579 0016300 00195 =
4 IRR& 0003142 0242068 001203 001579 001331 0001645
5 PEHA 0003142 0803251 001893 00I5M 0012683 001583 oLsoodo%
6 TSPC 0005142 0518126 001893 001579 0008181 0001152 |
T PYFL 0003142 0480405 001203 001579 0007586 0,00073
§ SAME Q003142 0381388 001893 001579 0006025 000917 0.30000% Rf =
0 SIDO 0042 0204711 0013 ODIST 000418 000748 ' 0.31424%
10 SREAT 0003142 028893 001893 001579 0004245 000739
11 KIBF 0003142 0231229 001893 001579 0003631 000879
12 DVLA 00342 003474 001593 00157 000054 00039 020d2% 002505075 1125151752
13 MKA 0003142 0007445 001893 0015 000018 000326 Risiko (B)
14 HELL 0003142 005878 001893 001599  -0,00093 000221 CARE DVLA HEAL
15 PRIM 0003142 016952 001893 001579  -0,00268 000047 INAF IRRA ® KAEF
16 CARE 0003142 027230 001893 0015 0043 000106 ® KLBE ® MERK ® MIKA
17 PRD& 0003142 02816 001393 001579 .0,00445 -0,00130 ® PEHA ® PRDA PRIM
18 5ILO 0003142 056700 001893 001579 000895 -0,00581
Totl 0,610 PYFA SAME SIDO
Mean 000500 SILO SRAJ @® TSPC

Source: Author’s Calculation (2022) Linear (E(Ri))

Source: Author’s Calculation (2022)

Security Market Line (SML)

Security Market Line (SML) is a
graphical representation of the CAPM
model. SML shows the relationship
between the magnitude of systematic
risk with the expected rate of return by
investors. The following is an SML
graphic image of 18 stocks of the health
sector companies that are used as
research samples.

Based on the results of previous
research, it can be seen that the higher
the systematic risk/beta (B) the greater
the expected rate of return E(Ri). This is
in accordance with the axiom of financial
management (risk return trade-off)
where there is a relationship between the
risk taken and the return to be obtained.
This is illustrated by the following SML
graph:

Efficient stock and Investment
Decision

Efficient stocks are stocks whose
returns more then expectations while
inefficient stocks are stocks whose
returns are less than expectations.

# CAPM Analysis: Health Sector Stocks as a Growing Sector during the Pandemic
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Table 12 Efficient stock

Health Coraparyy Stock Ri-

No h o ok w BR) g Bvion

| BmdemFeme o pyps o ogion3 001073 009140 Edfcien
Prodia .

2 e Top FDA 003 00010 009963 Effcin
Sarana Ileditaraa .

3 e SEME 006313 000917 0096 Effien

g peRAORE o qpRa 000000 001645 00356  Efficke
Medikalok

" HEAL 004422 000221 004201 Efficient
Hermina Thk
6 Indofarma Tk IMAF 005009 002526 003383 Efficient
Sejahteraraa .
7 muzahiaya Tk SEAT 004056 000739 003317 Efficient
Siloarn
2 International SILC 0023 000581 002837 Efficient
Hospitals
Ivletro Healthrare .
Indonesia Thk CLRE 002443 000116 002581 Effirient
10 Ilerck Thk MERK 004054 001965 002089 Efficient
Industi Jarau dan .
o SIDD 002473 000748 001725 Efficient
Farmasi Sido
12 Fitis FarmaTek  KAFEF 004606  0,03055 001531 Efficient
13 FowalPrmaThk  PRIM 001472 000047 001425 Efficient

Diatya-Varia .
14 Laboratoria Tak DVLs 001502 000369 001139 Efficient

Ternpo Scan .
15 Pacific Thk T5PC 002148 001132 001016  FEfficient

16 FKabe FamaTok  KIBF 00153 000679 000334  Efficient

Ivfitrs Feluarga _
Karsohat Tok VLA 00440 000326 000114 Efficient
Hot

18 Phapros Thk PEHA  0,01209 001583  -0,00374 Fificient
Source: Author’s Calculation (2022)

Based on table 12, 17 of the 18
research samples of health sector stocks
are efficient stocks. The biggest
difference  between  returns and
expectations is seen in Pyridam Farma
Tbk (PYFA) stock which is 0.09140 or
9.140%. This shows that the stock
owned by Pyridam Farma Tbk (PYFA) can
generate a profit of 9.140% of the return
expected by investors. When making
investment decisions investors should
consider buying efficient stocks.

Phapros Tbk (PEHA) is the only health
sector stock that is not efficient. The
stock investment decision taken is to
think not to buy the stock. However, if
the investor already owns the stock then
it is better to sell the stock because the
stock is ineffective or bad.

CONCLUSION
The results of this research can be
summarized as follows based on the

analysis and discussion carried out in the
previous chapter:
1. 18 stocks in the health sector have a

positive average return.

2. There are 3 stocks with an unlevered
beta of more than 1, 10 stocks with
an unlevered beta of less than 1, and
5 stocks with an unlevered beta of
less than 0. The research sample is
18 stocks of the health sector which
have an average unlevered beta
which is 0.3708876. This shows that
the risk in health sector stocks is not
too high.

3. There are 15 stocks with a positive
expected rate of return. Kimia Farma
Tbk (KAEF) stock have the largest
expected rate of return which is
0.03055 or 3.055%. Meanwhile,
stock of Siloam International
Hospitals (SILO) have the lowest rate
of return, which is -0.00581 or -
0.581%.

4. 17 stocks were efficient stocks and 1
stock was inefficient. When the stock
return more than the expected rate of
return, the stock is considered
efficient.
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