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Abstract

In order to help investors effectively grasp investment risks when participating in
the operation of the stock market. In view of the fact that crash risk is one of the
variables that should be paid attention to when conducting a portfolio, we used this
crash risk study and the Taiwan stock market as its portfolio to conduct effective data
analysis, hoping to do a good job in effective risk management.

This study takes the monthly crash risk, market capitalization size and closing
price of all listed companies in Taiwan from January 2010 to July 2021 as a research
sample, and distinguishes them into two major categories of electronic stocks and
non-electronic stocks, so as to explore whether there is excess return on the
investment strategy of the crash risk change. The empirical results of this study show
that when using the monthly crash risk strategy, when investing in all listed
companies and non-electronic stock companies in Taiwan, the return rate of the small
high crash risk indicator portfolio is better than that of other risk indicator portfolios
and higher than the return performance of the weighted index, and it is found that the
return rate of the small high crash risk indicator portfolio is better than that of other
risk indicator portfolios and also higher than the reward performance of the weighted
index for Taiwan-listed electronic stock companies In addition, for Taiwan-listed
non-electronic companies, the return rate of small high crash risk indicator portfolios
is better than that of other risk indicator portfolios, and it is also higher than the
remuneration performance of weighted indexes.

Keywords: Crash Risk, Investment strategy, Bull and bear index period, Economic cycle
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