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ABSTRACT

This exploratory study is concerned with phenomenon of the risk of investing in capital mar-
ket, which is often distressing and being perceived negatively by public/investors. Intention-
ally, it’s establishing the main reasons for the public lack of interest toward capital market
investment products. The understanding of professional perception in capital market such as
broker relies on the phenomenon of risk of investing in capital market had been proposed of
this study. Therefore, phenomenology research approach is chosen to reveal participant per-
ception based on participant’s experiences through in depth interview technique. The result
of this exploratory suggests that trust may become one of key element to change public’s per-
ception, which very often already negative toward capital market. Investors need security
assurance toward the investment fund; the broker must be able to assure the trust that has
been given by the investor through the verification of the broker’s capabilities and knowl-
edge.
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FENOMENA RISIKO INVESTASI DI PASAR MODAL
(PERSEPSI PRIBADI PIALANG)

ABSTRAK

Studi eksplorasi ini terkait dengan fenomena risiko investasi di pasar modal yang sering
memprihatinkan dan dipersepsikan negatif oleh publik atau investor. Tujuannya adalah me-
netapkan alasan utama kurangnya minat publik terhadap produk investasi pasar modal. Pe-
mahaman persepsi profesional di pasar modal seperti pialang bergantung pada fenomena
risiko investasi di pasar modal yang telah diusulkan dalam penelitian ini. Oleh karena itu,
pendekatan penelitian fenomenologi dipilih untuk mengungkapkan persepsi peserta peneli-
tian berdasarkan pengalamannya melalui teknik in depth interview. Hasil eksplorasi ini
menunjukkan kepercayaan yang mungkin menjadi salah satu elemen kunci untuk mengubah
persepsi publik, yang sering negatif terhadap pasar modal. Investor membutuhkan jaminan
keamanan atas dana investasi mereka, pialang harus mampu menjamin kepercayaan yang
telah diberikan oleh investor melalui verifikasi kemampuan dan pengetahuan dari pialang.

Kata Kunci: Capital Market, Investment, Risk Phenomenon, Perception, Trust.
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INTRODUCTION

In global era, the role of capital market in
supporting national economy is increasingly
important when viewed from its contribution
in national gross domestic product and as a
company’s fund source. Besides, it can also
contribute to an investment media for inves-
tor. As mentioned by Santosa (2010),

“The role of capital market in global
economy is more significant especially
related to capital flow and Indonesian
economic growth. Indonesian economic
growth needs a lot of funding and in-
vestment. Moreover, it also needs to
compete in regional and global markets.
The main role of capital market is to ac-
commodate investment fund from local
and foreign investors, and to channel the
fund needed by the issuers to develop
and to expand their business in real sec-
tor. Investment fund is obtained from
capital market trading activities as in-
vestment instruments, such as stocks,
bonds, derivative (right issue, warrant,
option, etc).”

Capital market as one of the investment
media is able to answer the needs of com-
pany in obtaining fund and to answer the
needs of investor through providing invest-
ment instruments with various return and
risk rates.

Warsono (2010) stated that with the in-
creasing rate of education, richness, and
public mobility, the needs of various in-
vestment instruments are also increasing.
The public needs for investment in national
economic growth, opens a big opportunity
for the development of capital market. The
stabilization in Indonesian economy in
global economic difficulties has increased
the Gross Domestic Product. It’s shown by
the growth of Indonesian national gross do-
mestic product Quarter 2 (Q2) 2012 toward
Quarter 2 (Q2) 2011 increases 6.4% that it’s
will support capital market development
(Herdiyan et al. 2012).

In reality, Indonesian capital market s
does not yet get positive acknowledgement
from public even tough national economic is
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in a quite remarkable condition. It is re-
flected by the minimum amount of domestic
investor in Indonesian capital market, which
reaches only 0.2% of total population. It is in
contrast with other countries, such as Singa-
pore that reaches 30% and Malaysia that
reaches 12.8% of total population (Koran
Sindo 2012). The number of domestic inves-
tors in Indonesian capital market which is
only 0.2% is much lower than the number of
people who invest their funds in banking
products that reaches 42% of total popula-
tion. Both of these conditions show that pub-
lic interest toward capital market investment
product is still low; hence capital market’s
contribution toward national economic
growth has not been maximized.

The lack of public interest toward capi-
tal market products is caused by the lack of
knowledge toward capital market products.
The lack of public’s knowledge often causes
public negative perception toward capital
market. There are some capital market prod-
ucts with various characteristics, however
public often knows only about stock. Stock
is a capital market product that is mostly
attracting public because it offers the highest
return rate, however it also have the highest
risk rate compared with other investment
products (BEI 2012).

Stock offers the highest return rate with
the highest risk rate compared to other in-
vestment products, because the mechanism
of stock price formation is determined freely
by the supply and demand movement in
capital market every day, which is influ-
enced by various factors, such as regional
and global economic and politic condition.
Therefore, various stories of investor failure
due to the drop in stock price is not uncom-
mon to hear, especially during Indonesian
monetary crisis in 1998, despite the success
stories of investors who became rich due to
stock are also have a large number.

Stock risk phenomenon that threatens
the investor has been attached in public
mindset as being stated by Tilson (2005) in
Triono (2010) that the investor will feel even
hurt when experiencing loss rather than
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gaining in the same amounts. And the disap-
pointment felt by the investor experiencing
loss can be doubled in depth rather than
gaining in the same amounts. Public’s fear in
dealing with risk pressure in one of these
capital market products has formed negative
public perception toward capital market and
has caused public’s distrust toward capital
market hence they will not open themselves
to know more about capital market in a more
detail.

Santoso (2011) review a public negative
perception phenomenon stating that capital
market is a variety of gambling that variety
has plated to be source of big loss. Murwani
(2012) stated that the average return on
stock investment capable to reach above
15% per year and even still be higher than
the return of other financial investment
products, but can not attract publics/investor
to take advantage of capital market products
as their investment option. Furthermore,
Murwani (2012) explains that the other de-
veloped countries, capital market product
especially stocks is a major investment op-
tion for investors, and even become part of
the long-term financial planning, such as for
the preparation of the pension fund. By con-
trast, in Indonesia, the majority of investors
are still afraid to put their money in capital
market products because of the investment
risk in capital market is considered so high.

Beside, the fact about the lack of pub-
lic’s interest in capital market is also ex-
plained by Yanukrisna (2012), today, most
people still do not fully understand the stock
market. As a result, many investors invest
their funds outside the stock market, such as
through savings and deposits. In fact, the
stock market is an alternative solution to
invest better than banking products. Many
products alternative investments are offered
in the capital market include stocks and
bonds yielding a more attractive than depos-
its. Unfortunately, it is not fully understood
by the public and business especially fearing
risks of investment in the stock market, al-
though in fact it can be managed.

This condition shows that education
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plays an important role for investors to know
about capital market properly. Publics
should be able to obtain the appropriate in-
formation and education about capital mar-
ket especially stock market, therefore people
can understand the nature of capital market
products, especially the risk profile of each
product in order to be able to take the deci-
sion to invest in the stock market or not.

Due to the importance of capital market
as a profitable investment media for inves-
tors, it’s interesting in conducting research
on the risk of investing in capital market
phenomenon, especially toward the stock
product that causes the lack of public inter-
est on this investment media, from the pro-
fessional in capital market especially indi-
vidual broker. Individual broker is a profes-
sional in capital market who has a main role
as a capital market trading mediator, espe-
cially stock in the stock exchange. Broker is
the only member of capital market who has a
main responsibility to communicate with the
investor and to directly deal with the capital
market reality every day. Broker has real
knowledge and experience about the capital
market condition, especially stock exchange
in Indonesia.

Broker’s role is important for the inves-
tor, especially for investing on the stock, as
in coherence with the result of research done
by Nagy and Obenberger (1994) and Toral
(2002) that point out one of the main factors
that influence on a person’s investment deci-
sion is an advocate recommendation. The
advocate recommendation explains that an
investor in deciding his investment option
needs a professional, therefore there will be
no worries in deciding the investment during
a poor market condition. The information
consists of broker’s recommendation,
friend’s recommendation, and family’s ad-
vice (Nagy and Obenberger 1994).

Therefore, there are two mains research
questions of this study namely: (1) How is
the perception about the risk of investing in
capital market phenomenon that is often
negatively perceived by public or the inves-
tor? (2) How is the way to convince the in-
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vestor through the perception?

The aim of the study is to reveal broker
perception toward the risk of investing in
capital market phenomenon as reflected in
broker’s attitude in dealing with public nega-
tive perception when the broker needs to
assure the investor candidate to invest in
capital market. The real broker’s role as a
professional in capital market is truly needed
to alter public perception toward the risk of
investing in stock phenomenon that directly
impacts on the increasing public trust and
interest to invest in capital market. Then,
public can take so many advantages such a
high returns of capital market products, es-
pecially stocks.

The study design uses phenomenology
approach to understand broker’s experience
who directly deals with risk pressure that
attached on the stocks, that creates broker
perception toward that risk phenomenon.
This study is expected to constitute to the
literature for public to understand invest-
ment condition in capital market in detail, so
that public will not trapped in negative is-
sues. Moreover, this study is expected to
contribute to education sector, especially in
economic faculty to balance the theoretical
knowledge of capital market as given as an
education for learners and public. At last, the
result of this research is expected to be an
additional knowledge for public in general
who are interested in investing in capital
market.

THEORETICAL FRAMEWORK

There are various way to alter the public
negative perception of capital market that
will be explain in this section, based on the
developing theory. The main focus to an-
swer the problem in this research is the way
to understand broker’s perception of the risk
phenomenon that describes the real condi-
tion of Indonesia capital market. Broker’s
perception as a credible education will be
use to alter the public negative issues and
perception about investing in capital market,
then the only way to transfer broker’s per-
ception to public is get public trust to invest
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their fund in capital market. It’s important to
understand broker’s perception about the
real condition of risk phenomenon to con-
vince public in order to they can get the in-
formation and knowledge about risk phe-
nomenon in capital market truly.

Sunaryo (2004) described that an indi-
vidual’s life, since he/she was born, could
not be separated from interactions with
physical and social environment. In these
interactions, an individual perceives stimuli
from both inside and outside. The stimuli
can be categorized into two types; physical
stimuli, which come from the environment,
and the second one is the emotional stimuli,
which come from inside of each individual,
in the form of predisposition, such as expec-
tation, motivation, and learning based on
personal experiences in the past. The combi-
nation of both stimuli results on a personal
description called as perception (Simamora
2012).

Public negative perception toward capi-
tal market emerges due to various factors’
influence. One of them is the risk of invest-
ing in capital market phenomenon, which
becomes the main concern of the investor.
The risk of investing in capital market phe-
nomenon becomes public concern due to
numbers of failure stories of investor, which
are caused by the unstable movement of
stock price and the stock price that can be
easily drop when the national and even
global condition is unstable. The loss risk
also haunts the stock investor because the
movement of stock price in stock exchange
cannot be predicted accurately, especially
when a big player involves in stirring the
market. This investment phenomenon causes
public to feel dangerous when they put their
fund in the form of stock rather than in the
other form of financial investment instru-
ments. The high risk of stock investment
creates negative perception in public that the
form of investment is gambling; therefore it
is unsafe to be an investment media although
the profit is also very prestigious.

Risk is perceived from the possibility of
getting potential loss, dangerous, and crime
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that is related to special activity (Ricciardi
2004). Fogus & Malamed (1967) in Wil-
liamson & Weyman (2005) argues that the
risk perception is an observation process
done by sensory capabilities to see and to
feel dangerous. Booterill & Mazur (2004)
states that personal experience, memory, and
other factors influence the way public per-
ceive risk. Based on the result of study done
by Krech (1962), a person’s perception to-
ward an object that is similar can be differ-
ent due to the frame of reference influence,
which is the frame of knowledge possessed
and gained from education and reading ma-
terial, and field of experience influence
gained from an individual’s personal experi-
ence, including also of his environmental
condition.

Someone who has decided to be a broker
in capital market of course has a different
perception with the investor or public in
viewing about the existence of investment
risk, as a broker profession shows that he is
a person who has a perception that he can
persuade the investor that the investment
risk, which is attached on capital market
product, is something unimaginable and can
be dealt with, consequently the investor is
willing to invest in capital marker. The dif-
ferent perception among two individuals
who have different act in the investment, the
broker and the investor, has clearly shown
that the different factors attached in each
individual, such as experience and knowl-
edge can develop different perception to-
ward one similar object.

The important point in the risk percep-
tion can be defined as awareness process,
personality characteristics, or a behavior
(Williamson & Weyman 2005). This process
is a basic process, which is done by someone
to take a decision, whether the decision is
dangerous or not. The result of this process
is implemented in a behavior toward the
dealing situation (Williamson & Weyman
2005). Negative public perception toward
capital market is reflected in public behavior
that tends to avoid and to feel disinterested
toward capital market. This condition en-
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courages the broker’s role emerges to share
his perception about the risk of investing in
capital market as his profession requires him
to sell the products. A positive broker per-
ception is reflected toward optimistic broker
attitude toward the capital marker develop-
ment.

Brokers as capital market’s practitioners
have to be able to transfer their perception to
public in their effort in increasing the
amount of investors in capital market. This
transfer process will not happen if there is no
trust developed between both sides. Trust is
a form of emotions that should be developed
between two parties when they want to
transfer some ideas to make one side is will-
ing to accept the other’s ideas and to act as it
is expected based on both willingness. It is
in line with Barnes’s statement (2003):

“Trust incorporates someone’s willing to
act in a certain way as a belief that his
partner will provide what he is expected
and a hope that generally possessed by
someone that other person’s words,
promises, or declarations can be
trusted.”

Public need a security assurance toward
fund they invest, in consequent they can be
spared from any risks, especially loss. This
security assurance requires the investor’s
trust toward the investment product and also
the broker as a professional, which can be
assessed capable to deal with the risk pres-
sure of the investment product. The investor
needs a professional broker’s role that has
special capabilities on his field, especially
the stock exchange analysis capability, as his
partner to decide investment steps in the un-
predictable market, which full of risks.

Trust, in general, is perceived as a basic
element to a relationship success (Barnes
2003). Trust is the one element to deciding
the relationship success between the broker
and the investor. It wills involve both side
emotions to decide an investment decision
either to purchase or to sell the possessed
stocks in the right moment. Therefore the
investor can be spared from any risks, it is
needed a relationship of trust from the inves-
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Figure 1
Research Framework

The Risk of the
Investing in
Capital Market

Broker
Perception

=

Investor
Perception

Investment
Relationship

Source: Adopted from Barnes (2003).

tor and the broker. In contrast, the broker
must be able to prove his perception in the
form of real behavior to assure the trust
given by the investor.

The trust involves the readiness to take
part in risks, and the trust involves the secu-
rity feeling and belief to the partner (Barnes
2003). According to Shaw (2002), factors to
build trust consist of ongoing situation, past
experience, and company’s credibility. The
investor’s trust is similar to the customer’s
trust as defined by Mowen & Minor (2002:
p. 312) as the following

“All knowledge possessed by a customer

and all conclusion made by a customer

about the object, attribute, and function.

What is meant by object here is in the

form of product, person, company, and

anything where a person puts his trust
and attitude.”

Essentially, a customer’s trust emerges
from a quite long developing process, that
both sides trust each other. If a trust emerges
between a customer and a company, the
company will not so difficult to keep the
customer (Shabazz 2008).

Pradana (2003) explains that there is
only a key to build the customer’s trust that
is an approach. There are several proximity
points that must be built between the com-
pany and the customer, which are the physi-
cal proximity that is materialized in the

communication of delivering opinion and
information needed by the customer, then
the intellectual proximity that is the under-
standing condition between the company
and the customer, also the emotional prox-
imity that is materialized in the form of lik-
ing each other, willing to help each other,
and sincerity to respect both interest.

Trust theory is a theory used to analyze
the research data to obtain the result of the
research about the role of the trust bond be-
tween the investor and the broker through
the transfer of broker perception toward the
risk of investing in capital market phenome-
non that often be the biggest fear of the in-
vestor, until the investor is willing to invest
his fund in capital market products, such as
stock. Figure 1 is the research framework for
describing this study design.

RESEARCH METHOD
This study is designed using qualitative re-
search approach with phenomenology re-
search strategy. According to Ghana (1999),
qualitative approach is characterized by the
researcher’s aim to comprehend phenomena
without using any quantification, or because
the phenomena cannot be measured accu-
rately. The phenomenology research strategy
is explained by Littlejohn (2005), as
“Phenomenology is an approach that as-
sumes that a phenomenon is not an in-
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dependent reality. The existing phe-
nomenon is an object full of transcen-
dental meanings. Social environment,
where people live, is an inter-subjective
thing and meaningful. Therefore, the
understood phenomenon is a reflection
of transcendental experience and a com-
prehension of meanings.”

Based on this theory, it means that the
research aims to learn experiences from the
participant’s perspective or here is the indi-
vidual stock broker in Malang, as the subject
of the research, in viewing the risk of invest-
ing in capital market phenomenon, which
becomes the main problem in this research.

The subject of the research becomes the
main source of data, which generally called
as the participant (Creswell 1994). In phe-
nomenology study, a good participant’s cri-
terion is all individuals studied represent
who have experienced the phenomenon
(Creswell 1998). So, an appropriate partici-
pant for this study is someone who has ex-
periences and capable of articulate each of
his experience and view about the things
being asked by the researcher. In this case,
they are stock brokers, who have profes-
sional certification called Wakil Perantara
Pedagang Efek (WPPPE) certificate or not.
The chosen brokers must have experiences
in dealing with the investor and Indonesian
capital market.

Malang is one of the destinations for so-
cializing Indonesia Stock Exchange (IDX)
because it has a high potential of small and
medium scale industries (Hulu 2011). There-
fore, Malang is chosen as the capital market
socialization destination in 2011. Nowadays,
there are 14 securities companies in Malang
with 3 to 5 total brokers in each company.
The total participants for this research are 9,
representing both private and public securi-
ties companies.

As in phenomenology tradition as stated
by Creswell (1998), in a phenomenological
study, the process of collecting information
involves primarily in depth interviews. So,
in this research, in depth interview is the
main source of data collection. The re-
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searcher employed in depth interview to re-
cord and to comprehend all the participant’s
understanding and experience about the ex-
isting phenomenon because the direct ap-
proach is capable to be done. The result of
the interview is recorded in the tape re-
corder. The qualitative data required for this
study are the written of the interview result
between the researcher and the participant
and the related written document. The objec-
tive or aspect of this study is the risk of in-
vesting in capital market phenomenon.

The data collection process is started
from deciding the location of the individual
brokers in Malang, building an access and
rapport (building relation) for developing
comfort ability during the interview with the
participant, and choosing sampling pur-
posively, which are 9 brokers that are per-
ceived as fulfilling the researcher’s need to
give justification. The implementation of
data collection is from the field through in-
terviewing process, information note-taking,
solving field issues, then keeping the data to
be analyzed further and returning back to the
earlier process (Creswell 1994). The dia-
gram of the data collection in the field can
be seen in Figure 2.

After obtaining all the required data, the
researcher will employ data analysis tech-
nique in coherence with the guidance stated
by Miles & Huberman (1992) qualitative
data consist of 3 phases of data: data reduc-
tion, data presentation, and data inference or
verification. The diagram of the data collec-
tion process is as the following.

Figure 3 can be explained briefly as fol-
lows: The data reduction covers selecting,
focusing the attention to the simplification,
abstraction and transformation of rough data
that emerge from the written notes in the
field.

The reduction is not only done when the
research is finished, yet it also happens con-
tinuously during the research. With this
method, it is possible to find out double real-
ity from the data, making the relations be-
tween the researcher and the informant be-
comes explicit, whether or not the transfer to
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Figure 2
Data Collection Activities Diagram

Storing
Data
Resolving
Field Issues
Recording
Information

Source: Creswell (1994).

the other background can be done. The re-
duction is done by making the summary of
the data, exploring the findings resulted
from interview with the informant and litera-
ture study, and then making cluster or for-
mulating a memo as the basic of data infor-
mation presentation and further analysis.
After analyzing the data, the in depth inter-
pretation about the relations between the
theory and reality is conducted. Here, the
informant’s direct quotations are also in-
cluded. This analysis is useful to compre-
hend more the research problem.

The next step is the data presentation,
which is organizing the information become
a statement until it can be used to conclude
and to take action. The qualitative data are
presented in the form of narrative text,
which in the beginning they are spread out
based on sources, and then they are classi-
fied into the issue and need. The aim is to
systemize and simplify various information
to be more simple, selective and configura-
tive form of unity until it can be understood
easier. At the end, with this process, the re-
searcher can comprehend the existing mat-
ters in the current research period. In the
beginning, the inference is still loose, and
then it becomes more specify and rooted.

Locating
Site/Individual

Gaining Access
and Making
Purposefully
Sampling
Collecting
Data

The loose inference, which is taken in the
data reduction stage, is summarized again in
the presentation stage and finally it becomes
final in the inference stage.

The data analysis process uses inductive
method. That is the reason for this research
does not prove the hypothesis, however it is
in the form of abstraction formulation based
on parts that have been collected and clus-
tered. The analysis is started when the data
collection is intensively done after leaving
the field. The data analysis is started with
interpreting the various data from various
sources, and then the data reduction is em-
ployed by making abstraction until the data
becomes pieces of information. After that,
they are presented and finally they are veri-
fied to test the wvalidity. According to
Moleong (2011), the qualitative data must
follow 4 validity criteria as trustworthy,
credibility, dependency and accountability,
which can be tested through several meth-
ods, including member checking, as it is
used by the researcher.

DATA ANALYSIS AND DISCUSSION

The participant in this study are 9 stock bro-
kers in Malang, consisting of 5 male and 4
female, who comes from 3 different securi-
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Time Period of Data Collection

Figure 3

Data Analysis Stages

Data Reduction
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Anticipation

Time Period of
Data Presentation

Time Period of
Data Verification

Time Period

Source: Miles & Huberman (1992).
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Post | Analysis
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Table 1
Participant’s Data

No Initial Gender Age (Years) Experience asa Stock Broker (Years)
1 A Male 40 4

2 B Male 37 4

3 C Male 25 1

4 D Male 28 1

5 E Male 32 5

6 F Female 43 15

7 G Female 37 5

8 H Female 31 3

9 I Female 27 12

ties company both public and private securi-
ties company in Malang (see Table 1). Un-
fortunately, Participant’s names are not men-
tioned due to the agreement with all partici-
pants.

Each product in the capital market has
its own risk profile, such as bond has the
lowest risk rate because it gives fixed in-
come, whereas mutual fund has mutual bal-
ance between the risk and return, which can
be consisted of stock, bond, and money
market securities. Stock is the highest risk
securities; therefore it is common if public
have a negative perception toward capital
market that is identical with stock. Stock
value depends on the market movement that
vulnerable to issue and news, not to mention
when there is a big investor involving in stir-
ring certain stock price that can make public
feel the higher risk of thread. It is in coher-
ence with Williamson & Weyman’s state-
ment (2005) about the sensitivity of a person
in feeling a dangerous will develop his per-

ception toward the existing risk.

Mr. B explained about the uncertainty
condition in the capital market which in-
crease investor’s fears of the risk of invest-
ing in capital market especially in the stock
market, as stated below
"The stock market is identical with opportu-
nity and timing in the moment of the trade in
securities, however there is definitely will
create a gap profits. For example, the good
sort for investor is important to know when
to get in and out; when to wait and when to
exit a trade such securities primarily in the
stock market.

A good moment to take action to sell or
buy a stock in the stock market does not oc-
cur anytime; therefore investors must have
clear standards and limits on their expected
return in order to avoid price fluctuations
that can cause losses.

Based on the interviewing result, all
brokers explain that they have different
opinions and perceptions with public percep-
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tion that emerges about the risk phenome-
non. The brokers said that each risk can be
spared and overcome, depends on capabili-
ties, knowledge, and experiences possessed
to overcome it, as it is explained by Mrs. F
participant who gave her perception below
“As brokers, of course, we have to master 3
stock analysis techniques. Fundamental is a
method to analyze a company’s health.
Technical is used to analyze whether the
stock we purchase is expensive or not, and
whether it is enough expensive or not when
we sell it, by using the graphic in the various
systems that depends on their function. And
behavior is used to analyze public transac-
tion activity, for example in Eid day, what
kinds of stock is being traded, and for each
stock and in each event, there will be a
transaction pattern, which is developed. So,
stock investment is really not a gambling
because if it is gambling, it does not use this
analysis. Through the analysis, we can pre-
dict whether the stock price will rise or fall,
so it is not a gambling.”

Besides the capabilities gained from
knowledge and experience in market, the
other factor that develops positive broker
perception toward the loss risk thread is a
stable national economic condition. This is
up to the condition that can make them more
positive toward the healthy market move-
ment,. This is unlike what happened when
Indonesia experienced monetary crisis in
1998 that caused so many loss for the inves-
tor. The broker is convinced that in the loss
experience, there are always underlying
causes, and according to the broker, these
causes that should be addressed and over-
come with certain strategies. It is also ex-
plained by Mr. C as in the following
“Public perception toward the loss risk in
stock is, according to me, because they are
less educated that they think that stock is a
gambling since if they listen about the inves-
tor who had experienced loss, there is al-
ways a cause. It can be that the investor is
loss because he is wrong in taking the deci-
sion to sell or to purchase a stock, as if when
he purchases stock in technical that shows
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that the price is already expensive, or play-
ing in the wrong stock that it has a bigger
potential to get loss compared to blue chip
or second layer stock. Next, there is an in-
vestor who is traumatic toward what hap-
pened in 1998 whereas Indonesian economic
nowadays is in a good condition and devel-
opment. So, according to me, the stock risk
thread is indeed big, but there are also many
methods and strategies to overcome and to
minimize the risk, especially because the
broker indeed has to master 3 stock analysis
techniques, so at least I can predict what
will happen although it cannot be exactly
accurate. For example, when the stock price
is able to be predicted will drop, rather than
experiencing loss, we cut the loss firstly,
then we purchase it again in the less expen-
sive price, and then we sell.”

This statement is also supported by Mr.
E who explained as in the following
“In fact the stock investment is only a matter
of time frame, the price will always rise and
fall, but in each stock price, there is a his-
tory. In the meaning that the stock price that
is fall will also rise someday, just need to
wait for the time, whether it is slow or fast,
and it is also influenced by whether the stock
trading is liquid or not, that is why the 3
kind of analysis techniques have to be com-
bined, for example, if I will have a blue chip
or second layer stock and the most impor-
tant thing is liquid, so we can also sell it
because it is actively traded. And what if an
investor perceives the loss thread or risk
that attaches in the stock depends on the
investment aim and the investor’s emotion.
For example, when the stock price drop in
1998, people became emotional and wanted
to release the stock, as a result the loss
really happened, what if it was hold up. Al-
though the time was longer, but if the in-
vestment fund was really purely used for the
investment, we just need to wait rather than
truly experiencing loss.

Both of the above opinions support
Krech’s statement (1962) who stated that the
difference between broker perception and
public perception in viewing the same phe-
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nomenon can happen due to the existence of
internal factors, such as knowledge and ex-
perience, also external factors, such as the
environment condition that is different be-
tween both sides.

According to the broker, the investment
aim determination and the desired return rate
hold an important role in the success of
someone’s investment. An investor who
based his investment on emotion is defi-
nitely closer to the risk thread compared to
those whose investment decision is based on
an adequate analysis, and has been consider-
ing about how big the risk that is miss, yet
still can be tolerated by the investor. It is
explained by Mrs. | who stated
“The investor must not be greedy for the
profit. Since the beginning when | handle an
investor, firstly 1 emphasize about the loss
and profit possibility that can be obtained by
the investor. | prefer if my investor has his
own individual profit percentage target that
he wants to achieve after seeing today’s
capital market condition for sure. So, as
long as the rising movement of the stock
price has achieved the target, the stock can
be sold to gain profit, and also how much
percentage of falling price that he can toler-
ate. If the investor has his own target and he
can really hold on the target, he will be able
to invest wisely.”

Mr. C insisted that
"It’s impossible for investor not to face the
risk of loss in their investment, but the bro-
ker should provide input on how to look at
the loss, which is important to set the right
time to sell their securities. ™

Therefore, Mr. B stated that
"It’s important for investors to be aware that
they entered into a risky investment such as
stocks from the beginning, which means that
there is a chance to make profit and loss.
But the term of loss must be defined care-
fully by the investor. If investors do not sell
their stocks when the price is going down,
then the loss possibility is unrealized. Inves-
tors still hold the stocks, and there are op-
portunities for the price to increase again.
Stock’s price is definitely up and down any-
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way; therefore investors must be careful in
choosing a qualified stock in as their in-
vestment product.”

In essence, the individual broker ex-
plained that education and a good under-
standing of the risk profile and investment
conditions in the capital markets, in particu-
lar stock, must be owned by investors so that
they are able to wisely maximize their ex-
pected return and minimize the risks of their
investments. Therefore Mrs. H said that
"The most important key for investors are to
be well-informed about the return and risks
of their securities, so they could have their
own standards of profit and loss which can
be tolerated by each investor.”

As a result, a broker that has learned the
stock analysis technique in particular can
perceive that the loss risk can be avoided
with various methods.

However, all the possessed capabilities
and perception optimism will not attract
public or investor’s interest about the offered
product, including the trust toward broker’s
profile that eventually will assist the inves-
tor. As it is told by Mrs. F who explained the
important role of trust in capital market in-
vestment, as in the following
“Knowledge can be possessed by everyone;
it is easy to be learned. But if we cannot
control the investor’s emotion, we cannot
succeed. It is useless if we have the knowl-
edge, but it cannot be used to handle the
investor’s emotion. As a broker, he has to
have a determined reason and strong belief
about his decision and analysis that he has
made. The key is the broker must not be un-
sure because the investor will be easily in-
fluenced. If the broker is unsure, the investor
will not believe on our credibility, so how
can the investor believe on what we are say-
ing. If the investor does not believe on us, he
will not see on our products mainly because
we have already been doubted on whether
we are able to assure the fund security or
not.”

Other method in building the investor’s
trust is explained by B as in the following
“Usually if we handle the prospective inves-
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tor who is not really trust with our product,
mostly about stock, 1 will show the stock
price history chart. For example, we take 10
blue chip stocks, just compare the lowest
and the highest price, and how long does it
take to achieve it. Then, we calculate the
return percentage. Talking with the real evi-
dence, it is the most accurate method to con-
vince the investor.”

The proximity is also the key element,
as it is stated by Pradana (2003) that in order
to build investor’s trust, the salesperson
must establish proximity physically, intellec-
tually, and emotionally. It is also proven by
broker’s statement describing that by be-
coming friend and by being closed to the
investor will make us easy to gain the inves-
tor’s trust. The following is the explanation
coming from Mr. D who stated that
“Usually I ask the investor to firstly visit my
office, to have a direct observation on the
stock price movement through our trading
system. So, | want him to get a brief descrip-
tion because in order to decide a stock in-
vestment is not easy. Thus, | prefer if my in-
vestors know well about his investment envi-
ronment, including the profit and loss possi-
bility.”

The same method is also stated by Mrs.
F as described in the following
“The key is we must be patient in handling
people, we must listen rather than talk a lot
because by listening, we can get what is
needed and wanted by them. During the
time, we take the opportunity to give accu-
rate perceptions until they believe on us.”

Mr. E insisted that
“To obtain investor loyalty was only a mat-
ter of trust. To gain investor’s trust is re-
lated to how we develop and maintain our
communication, and most importantly, we
must continue to develop our analytical
skills to provide the best services in manag-
ing investor’s funds. "

Broker’s arguments and statements
about their approach method in developing
the investor’s trust are in line with Barnes
(2003)’s trust theory explaining that the trust
incorporates someone’s willing to act in a
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certain way as a belief that his partner will
provide what he is expected. It is similar to
broker’s explanation stating that the thing
that can make the investor to believe is when
the investor understands the reality through
broker’s explanation about products and
capital market condition based on the exist-
ing evidences, such as the positive stock per-
formance, and the implementation of stock
analysis technique by a reliable broker as it
is explained by Mr. C as in the following

“If there is an investor who is difficult to be
assured, | suggest him to do stock trading
simulation. | provide him with some pro-
spective stocks and I ask him to see whether
my analysis is proven or not.”

Besides the investor’s need on the assur-
ance of broker’s capabilities in proving his
statement, education also takes a significant
role in building the investor’s trust toward
the product and capital market condition, as
it is stated by the brokers. It is in accordance
with Mowen & Minor (2012) about the cus-
tomer’s trust.

Broker also mentions that the stable In-
donesian economic condition today, which
provides a bigger opportunity for the capital
market development, becomes an important
point to help the broker to convince the in-
vestor, as it is stated by Shaw (2012) about
the factors influence someone’s belief. It is
similar to the investor’s past experience, in-
dicating that it is a way more difficult to
gain trust for the investor who has ever ex-
perienced loss in the past compared with the
inexperienced investor, as it is explained by
Mr. C in the following
“For the investor who has ever experienced
loss in the past, | will discuss about his ex-
perience and try to provide solution to avoid
the same loss because there is usually some-
thing wrong with the investment strategy
that it resulted on loss. Usually using this
approach to this type of investor makes him
changing his mind and starting to invest
again.”

Mrs. G also provides statement that sup-
ports Shaw (2002)’s theory indicating that
the company’s credibility also takes a role in
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gaining the consumer’s trust or in this case is
the investor. Here is the statement:
““Securities Company’s profile is also impor-
tant in assuring the investor’s fund security
because there are also some securities com-
panies that fall down and cannot return their
investor’s fund.”

Investor’s trust in investing in capital
market will give a positive impact for their
fund’s maximization. However, actually,
there are investors who are deciding not to
invest their funds in the stock market be-
cause of personal reasons.

CONCLUSION, IMPLICATION, SUG-
GESTION, AND LIMITATIONS

Based on the above analysis and discussion,
it can be described that the phenomenon of
the risks of investing in the capital market,
there will be some investors who certainly
consider that the profile of capital market
products is not in accordance with their
character. However, the possibilities in in-
creasing the number of domestic investors
in Indonesia capital market is widely open
as stated by some participants, that public’s
negative perception can be anticipated and
eliminated by building trust between the
professional (individual broker) and inves-
tors. The minimum number of investors in
Indonesia is not only due to the lack of pub-
lic’s knowledge that causes a paranoia and
negative perception in the public mindset.
Investor’s fear of the risk of investing in
capital market can be overcome when in-
vestors gain enough information and educa-
tion.

It is the trust that plays significance role
in determining someone’s investment deci-
sion because the investment decision incor-
porates investor’s fund that will be trusted to
a certain company in the form of a certain
product. Here, the brokers plays their role in
assisting the investors with all of their capa-
bilities and experiences to handle any possi-
ble risks, therefore the brokers will be able
to convince the investor that the chosen in-
vestment product can provide benefit and
security assurance toward the investment
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fund.

An Individual broker is required to in-
crease his/her analysis capability that has
become a main point for gaining the inves-
tor’s trust because the investor needs real
evidence for any positive perceptions deliv-
ered by the broker about capital market
products, especially stock. Therefore, it is
important for a broker to be able to employ
all of his/her experiences and knowledge as
a preparation for understanding the inves-
tors’ need and consideration, therefore the
broker can provide appropriate inputs to
each individual investor in any conditions to
build the investor’s trust toward capital mar-
ket products.

Despite this study is rich and elaborative
for the phenomenon chosen it can also ex-
plore issues of this study. In fact, this ex-
ploratory study has some limitations. At
least there are three limitations in this study.
First limitation is in accessing information.
Limitation of time for doing interview proc-
ess which is due to busy work as a broker;
and hard to choose individual broker as par-
ticipant, mostly brokers reluctant to be key
informants

Second limitation is created by the cur-
rent state of the study; it means this study
only conducted in one city, Malang, East
Java. The different conditions of research
field may cause some different results of
this study. Third limitation is concerned on
selected of research methodology. This is
exploratory study with qualitative ap-
proach; it means the results of this study
cannot be generalized. It is focuses on spe-
cific issues in the particular situations, with
the deeply root of theoretical concept.
Hence, this study only brought particular
problem solving.

Finally, considering the limitation fur-
ther studies should focus on risk phenome-
non of investing in capital market which is
needed. At least, it’s needed for next stud-
ies to describe the phenomenon of the risks
of investing in the capital market based on
the perception of other parties such as in-
vestors.
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