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A Portfolio Selection Strategy with Consideration of Growth
Potential of Corporations
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Abstract This study presents an efficient strategy for selecting portfolio by evaluating growth potential of a
corporation based on dividend. Through preliminary experiments, we extract 4 categories to sort out prospective
stocks and develop a scoring table including criteria and formulas used to calculate scores for each category. In
order to show the effectiveness of the portfolio selected by scoring table, we constructed 3 portfolios for every
4 years (2007-2010) out of 927 listed companies in KRX and proved that our portfolios are superior to market
portfolio in terms of rate of return.
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[Fig. 11 Portfolio selection strategy considering growth
potential
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[Table 2] The number of stocks of each group

2007 | 2008 | 2009 | 2010
ATE 08 96 38 137
BI1= 445 402 394 434
ca= 384 429 495 356

A 927 927 927 927
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[Table 3] Comparison of rate of return by year
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[Fig. 2] Comparison between group A and market
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[Table 4] RRR of each portfolio according to the weights
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[Table 5] Correlation between weights and the rates of
return of portfolio A

W, W, W3 W, | RRR Ht
Wi 1 -0.62 | -0.64 | -0.68 -0.86
W, -0.62 1 0.03 | 0.30 0.67
W; -0.64 | 0.03 1 0.07 0.33
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