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ABSTRACTS 

 

This thesis aimed to examine the relationship between financial ratios performance of the 

companies listed in the Indonesia Stock Exchange Basic Materials and Chemical industry and 

their likelihood to face financial distress condition using a combined approach of K-Mean 

Clustering and Multinomial Logistic Regression. Using companies’ 2020’s financial 

performance as reflected in 5 (five) financial ratios, namely, Return on Assets (ROA), Return 

on Equity (ROE), Debt to Equity Ratio (DER), Price to Book Value Ratio (P/BV) and Net 

Profit Margin (NPM), the study investigated the impact of the pandemic on the companies 

towards the financial distress likelihood in 2021. The predictive analytics is important to 

assist investors in their investment decision making process to minimize their risks. The K-

Mean Clustering Analysis was first conducted and successfully identified 6 (six) ranked-

clusters. Then, predictive modelling using Multinomial Logisitic Regression was conducted 

to compute the Y Values associated with each cluster. The results showed 2 (two) lowest 

ranked clusters potentially associated closely with financial distress, i.e., Cluster 4 

(potentially negatively impacted) and Cluster 0 (potentially highly negatively impacted) 

contained 2 (two) companies, namely, Tridomain Performance Materials Tbk and Charoen 

Pokphand Indonesia Tbk.  From Multinomial Logistic Regression calculation, Y values of 

those 2 bad clusters were 0.02 and 0.04 which are far from 1, meaning that those 2 (two) 

companies should not belong to the clusters. Thus, their financial distress likelihoods in 2021 

should be low. Hence, the hybrid model shows its efficacy in ascertaining the financial 

distress likelihood in which the clustering results are redeliberated by the multinomial logistic 

regression.  

 

Keywords: Hybrid Model; K-Mean Clustering Analysis; Multinomial Logistic Regression; 

Financial Ratios; Basic Materials and Chemicals; Indonesia Stock Exchange. 
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