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Abstract--- This study aims to find out the investment instruments that have effect on return on investment of the 
employer pension fund in a defined benefit of pension plan in Indonesia (defined benefit pension plan from 
employer pension fund). The data used are investment instruments that are permitted for industrial pension funds, 
return on investment as the secondary data taken from monthly pension fund statistics in the period 2015-2016, and 
a defined benefit pension plan from employer pension fund industry uses multiple regression with the type of 
research verification. The results show that deposit certificates and asset backed security have a positive effect on 
return on investment defined pension plan from employer fund retirement, while shares and mutual funds have a 
negative effect. This research is useful for those who manage defined benefit pension plan from employer pension 
fund to allocate funds for investment instrument that results high return on investment because the managers have 
responsibility for loss and inability to pay employee pension fund and for the financial service authority. This 
research is also useful to make policy changes about fund allocation limit that are allowed, and the investment 
instrument that can be used for defined benefit pension plan from employer retirement funds in order to get 
maximum profit. 
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I. Introduction 
Employer pension fund is a pension fund made by a person or entity that have employees. It is for employee 

benefit which actually is taken from their contribution, and it can be obtained only from employers or employers and 
employees. The employer pension fund can hold a defined benefit pension plan or a defined contribution pension 
plan with the main differentiation are (1) the certainty of the pension benefit amount for participants is calculated 
based on certain formula and in accordance with regulation (2) there is no risk for participants (3) there is a funding 
risk for the employer (4) uncertainty in the amount of contributions to the employer (5) the employer as the person 
in charge of risk; (6) the administration of pension funds is joined by all participants. The risk burden is on the 
employer, so that the employer pension fund management of the defined benefit pension plan from the employer 
pension fund strives to increase the profitability of its business activities which is calculated by return on 
investment. 

The employer pension fund in the form of a defined benefit pension plan collects funds from employers and 
employees to invest in investment instruments that are permitted by the Financial Services Authority regulation 
(OJK) number 3 / POJK.05 / 2015 with a certain maximum allocation. Maximum allocation of investment is made, 
so that employer pension funds can diversify investments to make the risks become low and to be hoped that return 
on investment will be high[1]. 

The allocation of investment instruments based on Financial Services Authority (OJK) regulations, which allow 
100% allocation is government bonds. Investment instruments with an allowance of a maximum of 20% are Asset 
Backed Security, Bond, Building, Central Bank Bond, Certificate Deposit, Collective Investment Contract, 
Depositon Call, Land, Land and Building, Mutual Fund, REPO, Saving Share, Sukuk, Stock Option Contract, and 
Time Deposit 
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Investment instrument with a maximum allocation of 10% is Medium Term Note. While investment instruments 
in Direct Placement in Share, the placement of funds in domestic companies is a maximum of 15% and a maximum 
of 5% in overseas companies.  

Allocation of the top five funds during the study period was 23.57% in government bonds, 24.15% in bonds, 
15.28% in shares with 14.86% in time deposits, 7.28% in mutual funds.  

The research gaps in this study is  

a. Profitability increases in accordance with the objectives of the financial services authority regulation but the 
allocation of investment instruments is not in accordance with the provisions of financial services authority, 
namely bond allocation of funds above the maximum limit of 20%, namely bonds at 24.15% so that 
employer pension funds from defined benefit pension funds industry will be subject to sanctions by the 
Financial services Authority, namely administrative sanctions, termination of investment management up to 
dismissal of employer pension fund managers.  

b. Fund allocation to bonds is the largest allocation of funds, but in the research results of [2], [3], research by 
Alfiana, Simatupang, Borshalina (2018), and Alfiana and Siska (2018) show that the fund placement has a 
correlation which is high with other investment instruments, so that multicollinearity problems occur which 
are finally released in the research model. From previous research using data from the pension fund, the 
financial institution pension fund, the employer pension fund in a defined contribution pension plan shows 
that investment instruments in bonds do not yet have a positive effect, or have a negative effect or no effect 
on return on investment[4]. 

This raises research problems because the allocation of investment instruments to bonds exceeds the specified 
limits and no previous research shows bonds that have a positive effect on increasing return on investment as a form 
of profitability.  

The purpose of the study is to know the instrument investment that has an effect on return on investment. This 
research is carried out in a defined retirement benefit plan for an employer pension fund. 

The results of this study are useful for defined benefit pension plans for employer pension fund industries 
because managers of employer pension funds in the defined benefit pension plan will bear the loss if the investment 
returns of the pension fund are insufficient funds that will be accepted by the employer pension fund participant .The 
violation of Financial Services Authority  rule number 3 / POJK.05 / 2015[5] in the form of maximum investment 
allocation limits in fund retirement is subject to severe sanctions such as termination of investment management, if 
that happens, both the participant and the employer of the pension fund cannot receive or pay pension fund. 

II. Literature Review 
Law No. 11 of 1992 concerning pension funds states that pension funds are legal entities that manage and run 

programs that promise retirement benefits.The types of pension fund are an employer pension fund and financial 
institution pension fund [6].Defined benefit pension funds can only be done by employer pension funds while the 
defined contribution of a pension fund can be done by both the employer financial fund and the financial institution 
pension fund. 

The investment instrument is the allocation of assets in which the pension fund industry will invest funds into it. 
Pension funds are allowed to invest their funds in 19 investment instruments with a certain maximum allocation in 
accordance with the regulations of the financial service authority No.3 / POJK.05 / 2015[7]. 

Research on how the pension fund industry should allocate funds done by Owusu, et al (2016) in Ghana, the 
results of the study show that if you want to minimize risk the percentage of funding allocation should be 53.65% in 
student loans, 19.56% in short-term investment, 19.55% in properties 5.87% in investment available for sale and 
1.37% in investment held to maturity. Whereas if you want to maximize the return at a minimum risk level of 3.6%, 
you should invest as much as 28.85% in a one-year Treasury bill, 26.76% to student loans, 24.19% to short-term 
investments, 10.3% to properties, 9.22% to investment available for sale and 0.96% to loans and receivables[8]. 

In contrast to Owusu et al (2016), [9] research was conducted on all pension funds in Indonesia, then [10] on 
employer pension funds that used a defined contribution retirement plan, then [11][12] on the financial institution's 
retirement plan, then Alfiana, Simatupang, Borshalina (2018) on the overall pension fund. The study searches for 
investment instruments that influence both positive and negative posts on return on investment by looking at the 
choice of financial instruments is not the proportion [13][14]. The results show many differences in investment 
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instruments that have a positive effect on profitability as measured by Return on Investment, namely investment 
instruments in buildings, time deposits, building, government bonds, sukuk, asset backed security.Investment 
instruments that have a negative effect are shares, land-building, sukuk, direct placement in share.The difference in 
the results of this study is due to differences in the duration of the research, data, significant level, and handling of 
the classic assumption test [17].  

The underlying theory of the portfolio from [15] is how to choose an investment portfolio from various assets to 
maximize expected returns at a certain level of risk that investors are willing to bear. Risk can be minimized through 
diversification and combining various investment instruments into portfolios. Implementing diversification in the 
pension fund industry is by combining investment instruments to produce high returns on investment [17-20].  

III. Methodology 
This research is a verificative research using multiple regression with secondary data in the form of 19 

investment instruments and return on investment that comes from pension fund statistics from March 2015 to 
November 2018 with defined benefit pension funds for employer pension funds[16].  

 Research Model 
ROI defined benefit pension plan on employer pension fund = β 0 + β 1Asset Backed Security + β 2Bond, + β 

3Building + β 4Central Bank Bond, + β 5Certificate Deposit + β 6Collective Investment Contract + β 7Deposit On 
Call + β 8Direct Placement In Share + β 9Government Bond + β 10Land, + β 11Land and Building + β 12   Medium 
Term Note + β 13Mutual Fund + β 14 REPO + β 15Saving + β 16Share + β 17Stock Option Contract + β 18 Sukuk 
+ β 19   Time Deposit + ε 

Where β 0: Intercept and β 1 until β 19 are coefficient investment instrument 

(Asset Backed Security, Bond, Building, Central Bank Bond, Certificate Deposit, Investment Contract Collective, 
Deposit On Call, Direct Placement In Share, Government Bond, Land, Land and Building,Medium Term Notes, 
Mutual Funds, REPO, Saving, Share, Contract Stock Options, Sukuk, Time Deposits) 

 Hypotheses of this research were as follows: 

1 H1 Investment instrument on Xi partially influences the return on investment of defined benefit 
pension plans on employer pension funds, 

2 H2 All investment instrument simultaneously influences the return on investment of defined benefit 
pension plans on employer pension funds. 

The Xi was investment instrument in defined benefit pension plan for employer pension funds, there were 19 
instrument investment, i from 1 to 19 

Hypothesis Test 

T Test 
1 H 0 1 Xi investment instruments have no effect on the return on investment of defined benefit pension 

plans on employer pension funds, 
2 H 1 1 Xi investment instruments have an effect on returns on investment of defined benefit pension 

plans on employer pension funds, 
Description: i from 1 to 19 

Xi was an investment instrument in a defined benefit pension plan for employer pension funds, there were 19 
instrument investment, i from 1 to 19. 

F Test 
1 H 0 2 All simultaneous investment instruments have no effect on the return on investment of defined 

benefit pension plans on employer pension funds 
2 H 1 2 At least there was one instrument of investment in financial institutions that has an impact on 

investment of defined benefit pension plans on employer pension funds 
The significant level of α = 0.05 
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IV. Result and Discussion 
Return on Investment (ROI) defined benefit pension plan from employer pension funds every November can be 

seen in figure 1. The implementation of Financial Services Authority (OJK) regulation number 3 / POJK.05 / 2015 
will lead to changes in the allocation of funds to investment instruments according to the maximum limits 
applicable.This had the impact in a sharp decline in return on investment in November 2016 after it showed an 
increasing trend 

 
Figure 1: Return on Investment (ROI) 

Source: Defined Benefit Pension Plan from the Employer Pension Fund Statistics 
Data on REPO instrument investment and stock option contracts during the study period have no data. Financial 

instruments that are not normal data are central bank bonds, on call deposits, government bonds so that the data 
processed is only 14 investment instruments. Data processing is continued to classic assumption test where there are 
multicollinearity problems, namely direct bond placement in share, medium term note, so the data processed are 
only 11, namely asset backed security, building, certificate deposit, collective investment contract, mutual fund, 
land, land building, saving, share, sukuk, and time deposit which development is seen in figure 2. 

 
Figure 2: Investment Instrument 

Sources: Defined Benefit Pension Plan from the Employer Pension Fund Statistics 
In figure 2, there are fluctuations in the investment instrument Defined Benefit Pension Plan from the Employer 

Pension Fund in rupiah with average funds allocation during the period of research on asset backed security, 
building, certificate deposits, collective investment contracts, mutual funds, land, land-building, saving, shares, 
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sukuk, and time deposits respectively 0.63%; 0.95%; 0.021%; 0.07%; 7.28%; 2.6%; 4.5% 0.16%; 15.28%; 0.81% 
14.85%. 

To find out which research model is formed well and properly (fit model), and each instrument can be seen in the 
R square and F test in table 1. Table 1 shows that the research model has R square of 54.19%, this value indicates 
that changes in return on investment can be explained by changes in investment instruments by 54.19%, the 
remaining 45.81% is influenced by other factors that are not this research includes internal and external aspects.    

Table 1: R square, F test and T test 
Investment Instrument  Coefficient Prob.   

      

C 0.577323 0,0002 

SAVING -3.23E-05 0.3687 

TIME_DEPOSIT 1.49E-06 0.5817 

CERTIFICATE_DEPOSIT 0.000594 0.0307 

SHARE -9.55E-06 0.0312 

SUKUK 8.72E-06 0.5841 

MUTUAL_FUND -2.61E-05 0.0069 

ASSETS__BACKED_SECURITY 8.12E-05 0,0004 

COLLECTIVE_INVESTMENT_CO 9.29E-05 0.5402 

LAND -8.83E-06 0.2547 

BUILDING 2.30E-05 0.5661 

LAND_AND_BUILDING -2.40E-05 0.0961 

      

R-squared 54.19%   

F-statistics 3.5498   

Prob (F-statistic) 0.0023   

Sources: Data processing result 
In Table 1, look Prob F statistic of 0.023, the value is smaller than the significant level α of 0.05 so that H 0 1 

rejected, research models declared fit / decent. After the research model is formed from a combination of investment 
instrument asset backed security, building, certificate deposit, collective investment contract, mutual fund, land, 
land-building, saving, share, sukuk, and time deposit, it will be seen the influence of each investment instrument on 
return on investment through the T Test .Table 1 shows value in column prob certificates, deposits, shares, mutual 
funds, asset backed security, smaller than the significant level α of 0.05 so that the null hypothesis (H 0 1) rejected it 
means increase or decrease of investment instruments on a deposit certificate , share, mutual fund, asset backed 
security has an effect on the increase or decrease of return on investment defined benefit pension plan on employer 
pension funds. In column coefficient, it can be seen that coefficient for certificate deposit and asset backed security 
is positive, meaning that the increase in investment instrument certificate deposit and asset backed security will 
increase return on investment while share and mutual funds in column coefficient are negative, meaning an increase 
in investment instruments on shares and mutual funds will reduce return on investment defined benefit pension plan 
on employer pension funds. This study supports Alfiana (2018), Alfiana and Siska (2018), Alhanaqtah and 
Alhanaqtah (2018) researches that share has a negative effect on return on investment and Alfiana and Siska that 
asset backed security has a positive effect on return on investment. A certificate issued by a commercial bank has 
the advantage that it can be guaranteed and get a fixed interest. Asset backed security has the advantage of being 
more attractive than other debt securities because it is supported by liquid assets with a relatively small risk if the 
asset backed security issuer goes bankrupt / goes bankrupt, the bill will remain because there is collateral for the 
asset. This study provides different results from previous studies. In this research, certificate deposit has a positive 
effect on return on investment because the certificate deposit will get interest depending on the interest rate, rising, 
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fixed or decreasing. Mutual funds have a negative effect because the rate of return fluctuates depending on the 
money market and the capital market if the composition of the mutual fund is dominated by stocks, a decrease in the 
price below the purchase price will have an impact on profitability and will affect the return on investment. 

V. Conclusion 
The pension plan defined benefit for retirement fund employers has definite payments to participants depending 

on agreed calculations based on certain formulas which involves a certain percentage, length of service and basic 
salary. The merger of the funds administrating all participants, the uncertainty of the amounts of fees for employers, 
the responsibility for risk is on the employer that causes the number of companies that use defined benefit pension 
plan is starting to be left and declined because it will be company burden if the investment management is not 
maximized. From the results of the study, there is an allocation of funds to investment instruments that exceed the 
regulatory requirements, namely bonds at 24.15% so that employer pension funds from defined benefit pension fund 
industries will be penalized by the Financial Services Authority (OJK) starting from administrative sanctions, 
management termination investment up to the dismissal of the employer pension fund manager. This research is 
useful for industrial defined benefit pension plans in employer pension funds to increase the allocation of funds in 
investment instrument certificate deposits and asset backed security to the maximum allowable limits and reduce the 
allocation of funds to investment instruments share and mutual funds as low as possible. This research is useful for 
the financial services Authority (OJK) to tighten supervision and review the maximum allocation of funds at 
investment instruments that benefit the defined benefit pension plan for employer pension funds. 
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