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Abstract: The validity of technical analysis has been a hot topic for several decades, and the technical-based
trading strategy originally comes from the western stock market. It is mainly a summary of the price move-
ments of the stocks in these markets. A commonly known fact is that different trading mechanisms may have
different influences on the traders, and consequently different trading systems may have rather different stock
price movements. Therefore it is of importance to carry out a survey that whether those commonly used trad-
ing strategies in the western security market have the same power in the Chinese security market, for the “T +
1” trading system currently used in China is very different from the “T + 0” system used in western countries.
In this paper, we randomly choose 42 indexes and then statistically analyzed the average validity of the trad-
ing strategies that are based on the classic moving average (MA) techniques, using the daily stock prices from
May 5™ in 2012 to April 1 in 2013. We then introduce two parameters into the trading strategy, namely, the
step length and range extent scope of the average and do the optimization of the trading strategy along these
two parameters. Our results suggest that the optimized trading strategies keep their validity in Chinese market.
The idea we used in this paper can be easily applied to other popular trading strategies, providing you with
the system of suitable parameters.

Keywords: Trading Optimization; Moving Average; Empirical Study; Moving Average Based Trading
Technique
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Table 1. Basic statistical indicators of plate index excess return
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ML 0.0167 0.0351 0.0958 —0.0730
BENLENAZ 5 —0.0253 0.0480 0.1125 -0.1367

Table 2. Basic statistical indicators of plate index predicting accuracy
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BETFHLS  0.8744 0.1438 1 0.5385
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Figure 1. Excess return distribution of moving average technology
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Figure 2. Excess return distribution of stochastic investment
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Figure 3. Predicting accuracy distribution of moving average
technology
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Figure 4. Predicting accuracy distribution of stochastic investment
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ANOVA Table

Source SS df MS F Prob >F
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Error 0.145 82 0.00177

Total 0.18202 83
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Figure 5. The box figure of excess return test
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ANOVA Table
Source SS df MS F Prob >F
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Figure 6. The box figure of predicting accuracy test
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Table 3. The statistical indicators of the average prediction accu-
racy after adjusting moving average technique
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Table 4. The statistical indicators of the average excess return
after adjusting moving average technique
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Figure 8. The significance test diagram about the average excess
return between original and adjust trading group
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Figure 7. The significance test diagram about the average predic-
tion accuracy between original and adjust trading group
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Figure 9. The significance test diagram about the average predic-
tion accuracy between original group and step length optimization
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Figure 10. The significance test diagram about the average excess
return between original group and step length optimization
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