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The Stock Portfolio Recommendation System based on the Correlation

between the Stock Message Boards and the Stock Market

¥
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ABSTRACT

The stock market is constantly changing and sometimes the stock prices unaccountably plummet or surge. So, the stock market is
recognized as a complex system and the change on the stock prices is unpredictable. Recently, many researchers try to understand the
stock market as the network among individual stocks and to find a clue about the change of the stock prices from big data being
created in real time from Internet. We focus on the correlation between the stock prices and the human interactions in Internet
especially in the stock message boards. To uncover this correlation, we collected and investigated the articles concerning with 57
target companies, members of KOSPI200. From the analysis result, we found that there is no significant correlation between the stock
prices and the article volume, but the strength of correlation between the article volume and the stock prices is relevant to the stock
return. We propose a new method for recommending stock portfolio base on the result of our analysis. According to the simulated
investment test using the article data from the stock message boards in ‘Daum’ portal site, the returns of our portfolio is about 1.55%
per month, which is about 0.72% and 1.21% higher than that of the Markowitz’s efficient portfolio and that of the KOSPI average
respectively. Also, the case using the data from ‘Naver portal site, the stock returns of our proposed portfolio is about 0.90%, which
is 0.35%, 0.40%, and 0.58% higher than those of our previous portfolio, Markowitz's efficient portfolio, and KOSPI average respectively.
This study presents that collective human behavior on Internet stock message board can be much helpful to understand the stock
market and the correlation between the stock price and the collective human behavior can be used to invest in stocks.

Keywords : Stock Market, Stock Market Volatility, Stock Network, Stock Portfolio, Stock Message Board
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Table 2. The state of the target stock message boards
where were posted more than 0.5 articles daily
(from January 1 2008 to December 31 2013)

Company Count 57
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Number of articles
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(The proposed portfolio has been constructed using the article data of ‘Daum.”)
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Table 4. The simulated investment earnings rate of our portfolio and three comparison portfolios
(The proposed portfolio has been constructed using the article data of ‘Naver.")

et Monthly average rate of return (%)
Proposed portfolio Previous portfolio Markowitz portfolio KOSPI200
2013-01 -2.72 -4.83 -3.86 2.8
2013-02 -2.65 121 -0.06 351
2013-03 -1.46 -1.77 2.28 -041
2013-04 127 -3.71 -6.53 -1.61
2013-05 -1.02 417 3.09 2.24
2013-06 1.35 -1.74 -5.74 -6.35
2013-07 11.01 10.57 8.05 3.14
2013-08 -0.42 0.38 -1.79 0.29
2013-09 1.77 2.59 6.41 375
2013-10 318 174 2.78 1.56
2013-11 -0.42 -2.53 0.87 0.27
Monthly average 0.90 0.55 0.50 0.32
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