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ABSTRACT

This study analyzed the relationship between portfolio diversification strategies of
eighteen selected listed property companies on the moveme.nt of stock prices for 11-year
period from 1996 to 2006. The diversification strategies on long-term trend in stock price
are tested using monthly transaction data of property stock. This data obtained from
Bursa Malaysia as well as from Data Stream. The dependent variable for this swdy is
property company stock price that is measures its volatility using coefficient of variation
and independent variable is the portfolio diversification. The dependent and independent
variables are analyzed by using simple regression, and multi-regression. The result shows
that there is relationship exists between all independent variable and dependent variable.
Meaning that there is a relationship between portfolio diversification strategies and the
stock price and the relationship exist is a positive relationship. Positive relationship

means, if independent variable increase, the dependent variable will also increase.
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CHAPTER ONE

INTRODUCTION
1.1 BACKGROUND OF THE STUDY

Diversification is a familiar term to most investors. Tn the most general sense, it can
be summed up with this phrase: "Don’t put all of your eggs in one basket.”
Diversification can be defined as a risk management technique that mixes a wide
variety of investments within a portfolic. The rationale behind this technique
contends that a portfolio of different kinds of investments will, on average, vield
higher returns and pose a lower risk than any individual investment found within

the porifolio.

According to Jim McWhinney (2005), the concept of diversification is to create a
portfolio that includes multiple investments in order to reduce risk. It aims to
maximize return by investing into different areas that would each react differently

to the same event,

With so many investments to choose, it may seem that diversification is an easy
objective to achieve, but that opinion is only partially true. The need to make wise
choices still applies to a diversiﬁ:d portfolio. Furthermore, it is possible to over-
diversify the portfolio, which will negatively impact the returns. Most investment

professionals agree that, although it does not guarantee against loss, diversification



