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The Study of Price and Volume Stock-Picking Strategy
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The Study of Price and Volume Stock-Picking Strategy

Student : Wang, Ching-Hsueh Advisor : Dr. Chen, Shih-Hsin
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Nan-Hua University

ABSTRACT

Stock selection strategy is an important element of equity investments, and as this
literature will discusses, “price’” and “volume’ are interrelated in the market, and by
observing the correlations between the observed stock price and trading volume, we will be
able to make predictions on individual stock’s ups and downs. That said, the objective of
this research is to build a stock selection model based on the relative relationship between
stocks observed prices and trading volumes, and calculate the return on investment of
stocks selected from the resulting criteria. The performance will be compared against
historic records. First, we use the price-volume formula we derived from the research, as
well as the relative strength of the Taiwan Stock Market (TAIEX) to give a score to each
stock in selection of individua stocks from the Taiwan 50 (ETF). We also take into
consideration the J value of the KD random index as trading signals to accumulate profits,
thus proving the effectiveness of the price-volume stock selection strategy described in this
research. We have shown that during 2005 to 2007, the annual accumulated profit resulting
from this research is better than that of the record. At the same time, individual stocks that
scored higher recorded better accumulated profits. The result of the research validates the
effectiveness of the price-volume stock selection strategy described here.
Keywords: fundamental analysis, technical analysis, the relationship between price and

volume, stock-picking strategy
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