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Abstract

This research studied stock segmentation by K-Mean Clustering by applying data from SET100. SET100
has stocks with high registered capital and high liquidity. Therefore, investors can decide to buy or sell when
they want to make a transaction. The research data was obtained from SETSmart using the closing price of
the SET100 stocks. This research studies the stock segmentation based on the historical average retum and
standard deviation of return by K-Mean Clustering. The result that represents the optimal number of groups for
K-Mean Clustering in thiswork is 8 groups. When looking at each group of stocks, considering average retum
and volatility, each group has different characteristics. Investors can use this concept to make decisions to
create a portfolio based on their individual Risk Tolerance. Therefore, investors do not spend much time for
tracking the information of all the stocks in the SET100. In this research, the Risk Tolerance was divided into

fourlevels: most, more, moderate and low. Each group incorporates of some stocks which are suitable

to investors’ risk tolerance.

Keywords: Portfolio optimization; Risk tolerance; K-mean clustering
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