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This study analyses the diversified international portfolio investment in
ASEAN-5 countries: Indonesia, Malaysia, Singapore, the Philippines, and
Thailand. This study analyses moments after the enforcement of the ASEAN
Economic Community policies. This study uses a quantitative approach an-
alytical survey method and uses secondary data. Analysing the data of each
company's stock liquid capital markets with a single index portfolio Sharpe
analysis method. Using standard riskfree fundamentals of Southeast Asia
that are SIBOR and Risk market Singapore capital market, there are 26 com-
panies with a candidate portfolio of a sample of 59 companies. The highest
proportion of funds HA CPALL company located in Thailand capital mar-
kets several are 0.1713% and the lowest percentage in SRIL company lo-
cated in the Indonesian capital market, several are 0.0058%. Both compa-
nies have the highest and the smallest area in the capital markets of devel-
oping countries. It means there are potential investments that provide opti-
mal results in countries in the developing conditions:

Key words: Investment, Diversification, Return, Risk.

Introduction

This study analyses the international portfolio investment diversification opportunities in
ASEAN-5 countries: Indonesia, Malaysia, Singapore, the Philippines, and Thailand. The anal-
ysis is done by finding the value of shares included in the optimal candidate portfolio in capital
markets fifth ASEAN-5. This study analyses moments after the enforcement of the ASEAN
Economic Community policies.

Investment is undergone to obtain more significant results and more benefits, Gitman (2005).

International Investment Diversification: different types of assets in some countries is a good
strategy for investors (Balarezo, 2010). The diversification strategy is said to be good if it can
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provide significant benefits for investors (Berger, Pukthuanthong, & Yang, 2011). Diversifica-
tion benefits obtained by Sethapramote, Prukumpai, & Kaewju (2014). Sethapramote,
Prukumpai, & Kaewju (2014) is to provide investors the opportunity to get higher profits.
Bouslama and Ouda (2014) & Dimitriu (2014); this is in line with Goh, Annuar, & Zariyawati
(2014), who said that diversification will provide the benefits of a reduced risk of the invest-
ments made. The capital market provides the opportunity for investors, especially in the
ASEAN region, and the member states have agreed to establish a system of free trade agree-

ments (MEAs).

Markowitz diversification concept originated in 1952, then experienced improvement and sim-
plification, so it had an impact on the implementation of financial theory. Markowitz lowers
the main benefits of quantitatively using a diversified portfolio consisting of two risky assets.
The diversification aims to reduce the amount of risk but still provides enough profit potential
for this strategy or commonly called asset allocation (Lessard, 1973).

Solnik (1995) mentions that investors are more interested in international diversification, be-
cause the total risk generated by international diversification is smaller than the domestic. In-
ternational diversification provides opportunities to gain a value higher than domestic invest-
ment. (Bodie, Kane, and Marcus, 2014).

Grauer and Hakansson (1987) state that international portfolio investment risk can be reduced
by incorporating foreign assets in the investment portfolio of a country. It is the basic principle
of international diversification that allows it to maximise portfolio return with a certain level
of risk or minimise the risk to a guaranteed return. '
The portfolio theory describes how diversification can reduce portfolio risk by avoiding invest-
ing in assets that are perfectly correlated (Markowitz, 1959). The diversified international in-
vestor is motivated to obtain the expected return and expected to be achieved so that investors
always consider the amount of risk that is acceptable (Bodie, Kane, and Marcus, 2014).

Some studies such as by Balarezo (2010); Berger, Pukthuanthong, & Yang (2011);
Sethapramote, Prukumpai, & Kaewju (2014); Bouslama & Ouda (2014); Dimitriu (2014), Goh,
Annuar, & Zariyawati (2014) suggest that the risk of the portfolio can be minimum and inter-
national portfolio investment risk can be reduced by incorporating foreign assets in the invest-
ment portfolio. Mansourfar, Mohamad, & Hassan (2010) also mentions the benefits of such an
international portfolio investment in overseas shares will gain due to increased expected return.
The reduced variation return: The low correlation of arrivals of foreign stocks by domestic
stock. A rational investor should be able to conduct an analysis that provides maximum returns.
A reasonable investor would choose the portfolio that gives maximum returns on a particular
level of risk (Stambaugh, 1996).
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