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Abstract

Purpose: Clustering algorithms are useful tools for understanding data structure and classifying them into different data
sets. Due to the importance of using these algorithms in analyzing financial market data that have a high volume and
scope, this study in order to select the best clustering algorithm for clustering companies listed on the Tehran Stock
Exchange in the field of finance from It has used different clustering algorithms and evaluated the validity of these
algorithms and selected the best algorithm.

Methodology: This research is applied in terms of purpose and descriptive in terms of implementation method and is
of quantitative type (mathematical modeling). The statistical population of the research includes 403 companies listed on
the Tehran Stock Exchange in 2019, whose performance has been evaluated based on four financial criteria.

Findings: After clustering the surveyed companies by five clustering algorithms, namely K-means, EM, COBWEB,
density-based algorithm and ward method, seven indicators RS, DB, Dun, SD, Purity, Entropy and Time were used to
evaluate the algorithms. Finally, the total performance of the algorithms was analyzed based on TOPSIS, VICOR and
DEA methods. Based on the results, K-means has a better performance in clustering based on the financial data sets.

Originality/Value: Since no clustering algorithm can have the best petformance in all measurements for each data set,
this study uses a combination of multiple criteria to analyze data clustering algorithms related to the field of financial
performance appraisal. Companies have provided suggestions and the results of this study have been used effectively for
investors in the field of finance, which leads to the optimal choice of investment portfolio.
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Figure 1- Criteria for evaluating the validity of clustering [22].
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Figure 2- Evaluation process of clustering algorithms.
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Table 3- Ranking of evaluation criteria by Soara method.
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Table 3- Continued.
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Table 4- Number of clusters using each clustering method.
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Figure 4- Profile coefficient diagram.
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Table 5- Average profile coefficients.
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Table 6- Matrix of results of performance evaluation criteria of clustering algorithms.
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Table 7- Ranking results of clustering algorithms by MCDM methods.
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