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Introduction:-

The development of technology has brought significant impacts in the world of business and industry. With the
adoption of automation and digitalization, production and operational processes become more efficient and faster,
allowing companies to reduce costs while improving the quality of products and services. Yang & Gu (2021)states
that technologies such as big data and the Internet of Things (loT) also provide competitive advantages, by
providing deep insights through more accurate data analysis. Through more accurate and real-time data analysis,
companies can better understand market trends and respond to consumer needs more precisely.

Along with the importance of technology in supporting business decisions and industry transformation, several
countries have positioned themselves as leaders in technology development. South Korea, for example, has
successfully built a strong digital infrastructure to enhance global competitiveness. The country has a strong
technology infrastructure, strong internet access rates, and a rapidly growing technology industry. South Korea was
one of the first to commercially launch 5G networks, paving the way for technological developments in various
fields (Massaro & Kim, 2022). This advanced technological infrastructure also supports a vibrant startup ecosystem,
with many new companies emerging in the fields of Al, Fintech, and biotechnology. This has led to a national effort
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to adapt to the rapidly changing technological environment. In fact, 96% of the population in South Korea is
connected to the internet, which is very high when compared to other countries where internet access is slower than
in South Korea.

In addition, the food and beverage industry are one of the fastest growing sectors in South Korea, both for domestic
needs and exports. One important factor driving this growth is the Korean Wave (Hallyu), which has introduced
Korean pop culture, including cuisine, to a global audience. The Korean Wave is one of the phenomena where South
Korean culture is spreading globally (Nobelis et al., 2024). With the gastrodiplomacy strategy, the South Korean
government utilized the popularity of K-Pop and Korean dramas to promote traditional foods such as kimchi,
tteokbokki, and ramyeon to the world. In addition, the emerging demand for healthy and halal-certified food
products along with the increase in Muslim tourists has provided new opportunities for local food companies to
innovate and expand. The sector also attracts investors due to its defensive nature despite the fluctuating economic
situation.

Companies in the technology and food sectors in South Korea are showing strong growth potential, making them
promising sectors for investors. On the one hand, technology companies continue to innovate with the development
of digital products and services, while food companies continue to expand their markets both domestically and
internationally. Both have attractive prospects for investors seeking portfolio diversification and long-term growth
opportunities. With the increasing growth of the company, it becomes a value in itself to generate increased demand
for the company's shares (Haryadi et al., 2024). Indirectly, investors' interest in investing will increase because they
believe that they will get the expected return. This can be seen in the curve below
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Figure 1:- South Korea Gross Domestic Product (GDP) Movement Curve.

Based on the curve in figure 1.1, South Korea is known for its strong economic stability with consistent GDP growth
and a manageable inflation rate. In 2021, South Korea experienced a high post-economic recovery which resulted in
surging exports and high demand for products. However, 2022 saw a high decline from 2021 due to geopolitical
tensions, slowing the pace of economic growth. In 2023, South Korea bounced back to an increase. This shows the
resilience of the South Korean economy that is affected by dynamic global conditions and reflects a strong financial
system. Considering these data, investing in the technology sector and food sector in South Korea can offer
attractive long-term profit opportunities for investors (Ha & Woo, 2022).

One of the information needed to analyze stocks is to measure the level of volatility of a stock. Stock volatility refers
to the rapid and significant fluctuations or changes in the price of the stock within a certain period of time(Putra
&Tumirin, 2024). Analyzing stock volatility is very important because volatility reflects the level of risk associated
with an investment. Understanding portfolio volatility allows investors to better measure and manage investment
risk. One of the tools used is beta analysis. Beta measures the sensitivity of a stock’s return to changes in market
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returns and provides insight into the relative volatility of a stock. By considering beta values, investors can create
portfolios based on performance variables to reduce the risk associated with stock investment (Putri, 2023).

Smart beta is a data-driven investment strategy that involves risk-based analysis using transparency techniques and
criteria based on specific factors or attributes that influence investment management (Putri, 2023). Smart beta
strategies are increasingly popular among investors, according to a report (bsdinvesting, 2023) smart beta
consistently represents 9% of total assets invested in equity index funds. Smart beta strategies will continue to be
used as a complementary element in portfolio construction and as a means to increase portfolio returns through
multifactor exposure.

The beta value of a stock allows smart beta to select the stock that best suits the investment objective and is most
optimal. To know how much a stock contributes to the risk in a well-diversified portfolio, it is necessary to measure
the stock's market risk and to understand how sensitive the stock is to market changes. In a smart beta strategy, low
beta stocks are considered safer as they are less affected by market fluctuations. Low beta portfolios are less affected
when stock movements decline, because they have a smaller stock volatility than the market and only experience a
decline of less than 1% (Reskyana& M, 2022). Meanwhile, high beta stocks focus on growth, where smart beta
offers greater profit potential because it is responsive to market fluctuations.

In addition, investors can perform both passive strategies and active strategies in the management of a portfolio that
is expected to be efficient and optimized. The application of strategies in stocks of technology companies and food
companies provides an interesting perspective on the maximum risk-adjusted return for suitable investments. Some
researchers have tested both strategies to find out which strategy produces the best portfolio return. With different
research years and research objects Salim & Rizal (2021), Waspada et al., (2021), and TitikKristanti et al., (2022)
prove that active strategies provide better portfolio returns than passive strategies. Based on previous research, the
author intends to conduct similar tests on the stock portfolios of South Korean food and technology companies in
this study. The stock portfolio of the company will be given a comparison of two different investment strategies to
show the selected strategy that can generate the best return.

The strategy measurement stage reviews portfolio performance and compares it with the performance of other
portfolios through a benchmarking process (Adnyana, 2020). In the portfolio there are types of measurements used,
namely the sharpe index, treynor index, and Jensen index (Sinaga et al., 2022). Researchers Octaviantoro (2024) and
Adiyono et al., (2021)said that there was no significant difference between the three measurements. Meanwhile,
researchers Sonia et al., (2023), Sinaga et al. (2022) and Salim & Rizal (2021)chose to use sharpe measurement for
their portfolio performance.

This research selects technology companies and food companies listed on the KOSPI index and including liquid
stocks so that they can provide the best portfolio between risk and return. Thus, the researcher aims to display the
sensitivity of stocks on the KOSPI index through beta coefficient analysis and find the best way using the Sharpe
index smart beta to form the best KOSPI index stock portfolio in South Korea. In addition, this research also seeks
to identify strategies to improve the performance of these portfolios under various market conditions.

Literature Review:-

Investment

Investment or the term investment used in English can be interpreted as planting (Hendrawan et al., 2020).
Investment is investing a number of funds used to achieve long-term goals and benefits (Inrawan, 2022). Paningrum
(2022) states that investment is dividing funds or other resources today, aiming to get future profits. However, in
order to get these benefits, it is important to protect the value of assets currently owned as well as the ability to meet
future needs.Investment is used as spending or expenditures made by investors or production equipment to increase
the production capacity of goods and services in the economy (Paningrum (2022: 1). Individuals use investment to
maintain and multiply wealth by investing it in efficient government and business production. On the other hand, for
companies, investment is an asset used to increase wealth through dividends, interest, and royalties.

With investments involving the collection of money or sums of money in the present is a strategic move to obtain

future profits and benefits. This process is one of the important pillars in economic growth for both individuals and
countries. Through wise and planned investment, it is expected to create sustainable prosperity and improve the
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quality of life. It is important to understand the returns and risks on the investment to support long-term asset
security. Thus, investment is not only a tool to achieve profits, but also a means to create economic stability.

Return and Risk

In making an investment, there are two things that must be understood, namely return and risk (Paningrum, 2022: 9).
Expected return and actual return are two categories that form the basis for the division of return. Return refers to
the rewards that will be obtained in the future (Hartono, 2022). Expected return is the amount of return or profit
based on calculations and assumptions from historical stock data, which is predicted to be obtained in the future.
Meanwhile, actual return is the return actually received by investors, which can be higher or lower.

Return or return is the profit desired by investors in return for delaying consumption in investment activities.
Returns are obtained from two sources, namely dividends and capital gains (Adnyana, 2020). Dividends are
company profits given to investors in the form of new shares, which can increase the share price owned by investors
(Adnyana, 2020: 34). Capital Gain is the profit obtained by investors for investing in a company, this is stated if the
share price is higher than the actual share price (Hartono, 2022: 447). Return can be known by using the following
equation:

P.—P_
R, = BP0
Py
R; = stock return
P_q = market price at the beginning of the period
P, = market price at the end of the period

Risk is the non-achievement of expected profits due to uncertainty that occurs from time to time (Adnyana, 2020: 2).
Risk consists of two types, namely systematic risk and unsystematic risk (Paningrum, 2022).Systematic risk is a risk
that cannot be diversified and is influenced by changes that occur outside the company such as stock exchange rates,
government policies, and tax rates. Meanwhile, non-systematic risk can be minimized through diversification, which
has an impact on changes in organizational structure and management (Adnyana, 2020: 52). To calculate risk or risk
can be done by formula:

Opi2 = 02 — fj2.0,,2

02 = unsystematic variance
02 = stock variance

B2 = beta squared of the stock
Opm2 = market variance

Risk can be measured using standard deviation, which shows how much the actual return differs from the expected
average return. Therefore, stock risk can be calculated using the following formula (Hartono, 2022):

o= | Z1 (R~ ER))’

o; = standard deviation of stock i (risk)

R;; = stock investment return i on condition j
E(R;) = expected return of stock i

N = total return

Beta

Beta (B, market beta, beta coefficient) is the risk taken when stock prices go up and down, as well as the hedge ratio
of the investment (Inrawan, 2022: 134). Beta portfolios are used to measure the volatility of stock and portfolio
returns, because volatility is the fluctuation of stock or portfolio returns over a certain period of time (Hartono,
2022). Therefore, portfolio beta measures stock or portfolio returns against market returns by adjusting for
fluctuations or volatility of stocks against the market.
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Volatility is measured using covariance and covariance is associated with market risk, then the result is a beta
coefficient value that shows the level of risk of stock i compared to the overall market risk (Hartono, 2022). Beta
measurement uses the equation:

Oi,M
Bi = 2
o
Bi = beta
o; = covariance of return between stock i and the market
o? = market return variance

The market beta coefficient must be 1 (Adnyana, 2020: 139). If an asset has a beta coefficient of 1, it means that
changes in the value of the asset will be in line with changes in market value. If the beta of an asset is greater than 1,
this indicates that the asset has a higher systematic risk than the market, which means that the asset is more volatile
and changes faster than the entire market portfolio (Hartono, 2022).

Beta measurement is used to assess securities or stocks in investment. By knowing the beta value, investors can
determine whether the stock is classified as defensive or aggressive (Budiarti et al., 2021)Defensive stocks have a
beta below 1, so they are less affected by market price fluctuations. In contrast, aggressive stocks have a beta above
1, which means they are more volatile to changes in market prices. Calculating beta helps investors in constructing a
portfolio by considering risk and adjusted return.

Smart Beta

Smart beta is an investment strategy that aims to optimize risk and return in a portfolio. It operates by improving the
performance of stocks in a portfolio based on factors such as value, company size, growth characteristics,
momentum, financial performance, and volatility levels (Raza & Ashraf, 2019,Sivaramakrishnan, 2021). Smart beta
was first introduced by Robert Arnott of Research Affiliates in 2005. This strategy is usually applied in ETF
products to manage funds effectively, with the aim of forming a strong portfolio to maximize returns. According to
Arnott, smart beta aims to find the best method of determining factors that have a significant impact on increasing
stock returns.

Smart beta improves upon the traditional capital weighted index, where each stock is weighted in the index
calculation based on its market capitalization value(Arnott &Sherrerd, 2022). This indexing gives more weight to
overvalued stocks, i.e. stocks with market capitalizations that cause some stocks to be over-valued in the calculation.
This imperfection in market capitalization weighting can lead to a decline in the intrinsic performance of stocks.
Smart beta refines the market capitalization-based strategy by not using the stock price as the basis for its weights. It
emphasizes other factors, such as value and momentum, which have a significant effect on stock performance
(Arnott &Sherrerd, 2022). Researcher Salim et al., (2024) stated the weighting equation using the capital weight
method, where the higher the beta value of the stock, the higher the weight of the stock in the portfolio. This
equation is as follows:

B; = beta value of the stock
X B, = total beta in the portfolio

Investment Portfolio

In investment, portfolios are interesting to discuss because they are useful for diversifying the level of risk arising
from different types of investments (Kristanti et al., 2022). Portfolio diversification means forming a portfolio in a
way that allows a reduction in risk without having to sacrifice the potential returns earned. Therefore, the main
principle of portfolio diversification is that all funds should not be invested in only one company, but should be
allocated to shares of various different companies (Adnyana, 2020: 47). Instruments in a portfolio can be of the
same or different types, such as stocks, bonds, and warrants.Portfolio investments generally aim for the short term,
use more liquid funds and do not involve investors in the management of the company. Investments consisting of
various stocks of different companies are called stock portfolios, with the hope that fluctuations between stocks can
offset each other to reduce risk.
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The main focus in portfolio formation is the balance between the level of return and risk that can be accepted. This
portfolio is called an efficient portfolio, which is a portfolio that is able to provide the highest return for a certain
level of risk for investors who have the courage to take risks (risk takers), or that provides the lowest risk for the
highest return for investors who choose to minimize risk (risk averse) (Tandelilin, 2017). However, the investor's
choice is not an efficient portfolio, but an optimal portfolio based on investor preferences for return and risk
(Adnyana, 2020: 38).In the portfolio, there is a weight distribution where investors can determine the proportion of
each instrument. Thus, the estimated portfolio return can be calculated using the following equation.

R, =X(W;. R)
R, = expected return in portfolio return
W, = proportion of asset i in the portfolio
R; = expected return on asset

As for calculating the Beta portfolio, the equation used is similar to the equation for calculating the portfolio return.
The beta portfolio equation:

Bp =Z(Wi. B)
By = beta portfolio
W; = proportion of asset i in the portfolio
Bi = beta asset

Investment Portfolio Strategy

An investment portfolio strategy is a method used to design and manage an investment portfolio. The goal is to
optimize profits and reduce risks, especially in investment decisions, business decisions, and implementation of
portfolio strategies (Paningrum, 2022: 38) explains that there are two strategies that can be chosen, namely active
portfolio strategies and passive portfolio strategies. Each strategy has different goals and methods.

The passive portfolio strategy involves investing in a portfolio that follows the performance movements of the
market index. This strategy assumes that all existing information is already reflected in stock prices and absorbed by
the market, so investors do not need to look for abnormal returns (Paningrum, 2022: 38). In a passive portfolio
strategy, investors rely on stock movements based on changes in market indices. The main purpose of passive
strategies is to monitor market performance (Tandelilin, 2017). Examples of passive portfolio strategies include the
buy and hold strategy and the indexing strategy (Sari et al., 2023).

Active portfolio strategy involves investors using up-to-date information and active portfolio management

techniques to create optimal portfolio combinations through technical and fundamental analysis (Paningrum, 2022:

38). The goal is to achieve a return that exceeds the passive portfolio return. In passive strategies, three activities are

carried out, namely stock selection, sector rotation, and momentum strategies (Nurtjahjani et al., 2024).

1. Stock selection. Investors actively seek information on stocks to invest in their portfolios, which produce the
best returns and low risk.

2. Sector rotation. Rotation is changing the proportion or load of stocks, so investors are active in changing
portfolio formation according to the economic conditions of the stock.

3. Momentum strategy. Momentum is the time or opportunity for investors to sell or buy shares.

Portfolio Performance Measurement

Portfolio performance measurement is a measure and comparison with other portfolio performance through the
benchmarking process (Adnyana, 2020: 175). This measurement aims to assess how well the portfolio has been
formed by using other portfolios as a reference or benchmark.

There are several methods to measure portfolio performance, such as Time-Weighted Rate of Return (TWR) and
Dollar Weighted Rate of Return (DWR) for simple measurement. The choice of method depends on the purpose of
the measurement. In addition, there is a more appropriate method, which is the measurement of risk-adjusted
performance, which takes into account both return and risk, namely risk adjusted performance. Some measures in
this category include the Sharpe index, Treynor index, and Jensen index. This research will use the Sharpe index as
a performance measurement tool.
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The Sharpe Index developed by William Sharpe is based on the calculation of the capital market line concept, the
division between the portfolio risk premium and the standard deviation. The equation used is formulated as follows
(Adnyana, 2020: 179).

S = (Rp B Rf)
P o
p
Sp = sharpe index
R, = average portfolio return p
R¢ = average risk-free rate of return
op = standard deviation of portfolio return

Research Framework

Based on theory and previous research on return, stock beta, smart beta, portfolio, and investment strategy, this
study begins by collecting stock price data from 27 stocks of technology companies and food companies listed on
the KOSPI index during the period 2019 to 2024. The data is used to calculate the return and beta coefficient of each
stock. After that, the stocks are grouped based on the beta coefficient into low beta, medium beta and high beta
stocks. The three groups of stocks are then compared based on returns to answer the main research question, namely
whether high beta stocks provide better returns than medium beta and low beta stocks in the best stock portfolio in
KOSPI.

The research continued by forming portfolios based on the group of stocks with beta that showed better returns.
Weighting is done based on the beta coefficient of the stocks. Then, the portfolio is given two strategies, namely a
passive strategy with an unchanged portfolio composition and an active strategy where the portfolio composition
changes every 3 months. These two strategies are applied to determine the investment strategy that provides the best
return at a certain level of risk. The performance of active and passive strategy portfolios is tested using the Sharpe
ratio. The portfolio with the highest Sharpe ratio is considered the best portfolio. The framework of this research is
organized as follows:

Figure 2:- Framework.
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Result:-

The portfolio consists of the best beta group stocks based on the Sharpe index. A total of 27 stocks are grouped
based on the beta coefficient. Based on the calculation results, it is concluded that in this study there are 9 stocks in
the high beta stock group, 9 stocks in the medium beta group, and 9 stocks in the low beta group. The calculation
data is shown below:

Table 1:- Beta Group Classification of Stocks.

RANKING STOCK BETA GROUP
1 Samsung Electronics 1,07758 HIGH

2 LG Electronics 1,01915 HIGH

3 Inscobee 0,95087 HIGH

4 Samyang Corp. 0,83499 HIGH

5 CJ Cheiljedang 0,79387 HIGH

6 Hyosung Corp. 0,77513 HIGH

7 Dayou Plus 0,77036 HIGH

8 Haitai Confectionery and Food | 0,74391 HIGH

Co

9 Pulmuone Corp. 0,73149 HIGH

10 CJ Seafood Corp. 0,71835 MEDIUM
11 Sempio Foods Company 0,70728 MEDIUM
12 Daesang Corp. 0,65864 MEDIUM
13 SPC Samlip Co. 0,63533 MEDIUM
14 Seoul Food Industrial 0,62479 MEDIUM
15 Samyang Food Co. 0,61166 MEDIUM
16 Orion Corp. 0,58319 MEDIUM
17 Dongwon F&B Co. 0,53286 MEDIUM
18 LG Uplus 0,52008 MEDIUM
19 KT Corp. 0,49167 LOW

20 Huneed Technologies 0,48496 LOW

21 Lotte Confectionery Co. 0,48101 LOW

22 Ottogi Corp. 0,46455 LOW

23 SK Telecom 0,45497 LOW

24 Nongshim Co. 0,26437 LOW

25 Choheung Corp. 0,26058 LOW

26 Hyundai Futurenet 0,22377 LOW

27 Daidong Electronics 0,02616 LOW

Table 1 is a classification of high beta, medium beta, and low beta stock groups on the stock performance of South
Korean technology companies and food companies for the period January 2019-November 2024. The majority of
stocks have positive values, which indicates stable conditions in overall stocks and market conditions. In this study,
there are 9 stocks included in the high beta group, namely Samsung Electronics, LG Electronics, Inscobee, Samyang
Corp., CJ Cheiljedang, Hyosung Corp., Dayou Plus., Haitai Confectionery and Food, and Pulmuone Corp. with the
highest beta value of 1.07758 and the lowest beta of 0.73149 while the medium beta group consists of 9 stocks,
namely CJ Seafood Corp., Sempio Food Company, Daesang Corp., SPC Samlip Co., Seoul Food Industrial,
Samyang Food Co., Orion Corp., Dongwon F&B Co., and LG Uplus with the largest beta value of 0.71835 While
the low beta group consists of 9 stocks including KT Corp., Huneed Technologies, Lotte Confectionery Co., Ottogi
Corp., SK Telecom, Nongshim Co., Choheung Corp., Hyundai Futurenet, and Daidong Electronics with the largest
beta value of 0.49167. The portfolio formation process involves selecting the best beta stock group using the Sharpe
index as the basis for decision-making, as follows:

Table 2:- Sharpe Performance Evaluation.

GROUP SHARPE INDEX
HIGH BETA 0,0050006
MEDIUM BETA 0,0085333
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LOW BETA 0,0043562

MARKET (KOSPI) 0,0000020

Table 2 shows that the Sharpe index values of high beta, medium beta, and low beta are higher than the market
Sharpe index (KOSPI) as shown in the positive Sharpe index values for all three groups. However, stocks with
medium beta have the highest Sharpe index value, followed by high beta and low beta. This indicates that medium
beta stocks provide an optimal balance between risk and return, so they are more efficient in generating returns than
high beta and low beta. Based on the Sharpe index calculation that has been carried out, the medium beta stock
group is better than the high beta and low beta stock groups because the Sharpe index value of the medium beta
group, which is 0.0085, is greater than the Sharpe index value of the high beta group, which is 0.0050 and low beta,
which is 0.0043.

In this study, there are two types of investment strategies applied to the same portfolio, namely active strategy and
passive strategy. The aim is to compare the two investment strategies and find out the type of strategy that can
provide the best return on the portfolio of technology company stocks and South Korean food company stocks to
make it the best portfolio.

The active strategy in this study uses a periodic adjustment technique, where the portfolio composition changes each
research period, namely January-June 2019, July-December 2019, January-June 2020, July-December 2020,
January-June 2021, July-December 2021, January-June 2022, July-December 2022, January-June 2023, July-
December 2023, January-June 2024, July-November 2024. While the passive strategy in this study uses the buy-
and-hold technique so that there is no change in the portfolio composition during the research period January 2019-
November 2024. The return results can be seen below:

Table 3:- Return Portfolio.

) Active Passive
Period - - - - KOSPI
High Medium Low High Medium Low

Jan-Jun 2019 0,06806 0,11753 0,02894 0,00051
Jul-Des 2019 -0,05449 -0,01470 -0,11634 0,00028
Jan-Jun 2020 0,01815 0,02010 0,20017 -0,00008
Jul-Des 2020 0,26800 0,04722 0,14725 0,00254
Jan-Jun 2021 0,27911 0,23174 0,09678 0,00118
Jul-Des 2021 -0,07709 -0,12662 -0,05773 -0,00078
Jan-Jun 2022 -0,21401 -0,15758 -0,09854 0,26447 0,39268 0,21622 -0,00194
Jul-Des 2022 -0,12888 -0,05498 0,18000 -0,00027
Jan-Jun 2023 0,17502 -0,08517 -0,10259 0,00115
Jul-Des 2023 -0,05627 0,03958 -0,39706 0,00034
Jan-Jun 2024 0,17990 0,18340 0,15331 0,00048
Jul-Nov 2024 -0,22694 -0,14948 0,00546 -0,00112
Total 0,23054 0,05105 0,03966 0,00230
Accumulation | 11% 29% 0%

From the calculation above, it is known that the portfolio return rate using a passive strategy can beat the return rate
of the active strategy and the overall market. The active strategy can provide a return of 29%, while for the active
strategy it is 11%. This indicates that the passive strategy is a better strategy to be carried out on the portfolio of
South Korean technology and food companies for the period January 2019-November 2024.

Portfolio returns with a passive strategy can be interpreted that an approach that relies on purchasing and storing

assets in the long term without making frequent transactions is more effective for this sector. Passive strategies are
able to take advantage of long-term market stability, reduce transaction costs, and avoid the risk of suboptimal
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decision-making due to short-term market volatility. In contrast, active strategies focus on outperforming the market
with more flexible portfolio management and often face challenges in the form of significant fluctuations in returns.
So that in the end it can produce a lower rate of return. That way, investors who want to invest in the South Korean
technology and food sectors for the period January 2019-November 2024 should choose a passive strategy approach
because it is more effective in providing better performance and can maximize the desired results.

Discussion:-

The results of the study successfully identified the optimal portfolio compilation for stocks of South Korean
technology companies and food companies, emphasizing the advantages of the medium-beta stock group — namely
stocks with a beta value around 1. The preference for medium-beta stocks is based on the balance between moderate
sensitivity to market fluctuations and stability of price movements, which overall reflects the potential for optimal
returns with controlled risk. This finding is in line with previous studies byHwang et al., (2021)andFarooq et al.,
(2021), which also showed that medium-beta stocks can provide more stable and sustainable returns compared to
high or low beta stocks.

However, the results of this study differ from the conclusions drawn by several other researchers, includingShen et
al., (2021),Rizki, et al., (2024), Salim, et al., (2024), andWaspada et al., (2021)who each showed a preference for
high or low beta stocks in portfolio composition. The findings supporting medium beta stocks indicate that stocks in
this category can provide more balanced returns and more manageable risks compared to other alternatives. The
differences in research results confirm that market dynamics, economic conditions, and research time frames greatly
affect the performance of various types of stocks. Thus, medium beta stocks can be an ideal portfolio component,
especially in market conditions that require a balance between risk and consistent returns.

To optimize returns from a portfolio consisting of medium beta stocks, the choice of an appropriate investment
strategy plays an important role. The test results show that passive investment strategies are proven to be more
effective than active investment strategies in improving portfolio performance. Passive strategies that focus on
approaches such as buy and hold, indexing, offer long-term stability, lower transaction costs, and controlled risk
management. These advantages are in line with the stable yet dynamic nature of medium beta stocks, creating a
portfolio that is balanced between risk and return.This study supports the findings of previous studies conducted
byHendrawan et al., (2020),Fu et al., (2021), andMarkov & Markov, (2023)concluding that passive strategies
provide more consistent and superior results compared to active strategies. However, these findings differ from other
studies conducted bySalim & Rizal (2021), Waspada et al., (2020), andKristanti et al., (2022)which show that active
strategies can provide higher returns.

The differences in the results of this study provide complexity in investment, where the effectiveness of active or
passive strategies depends on the characteristics of the stock and certain market conditions. This study confirms that
for medium beta stocks with a passive strategy is the optimal approach in building an investment portfolio,
especially in market conditions that require stability and continuous risk management.

Conclusion:-

The research conducted from January 2019 to November 2024 highlights the performance of technology companies
and food companies in South Korea, with the main finding that the medium beta stock group performed best in
forming an investment portfolio. Stocks with medium beta show relative stability that remains dynamic against the
market, creating an ideal balance between risk and return. This finding indicates that medium beta stocks are able to
provide optimal returns with more controlled risk. In addition, this study revealed that a passive investment strategy
produced better performance in managing portfolios in the technology and food sectors during the period. The
stability of the passive strategy, supported by controlled risk and consistent company growth patterns, provides long-
term benefits for investors. With this approach, the portfolio can maintain its stability despite market volatility. This
finding provides important insights for investors in determining an efficient portfolio management strategy and
maximizing recovery in dynamic market conditions.
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