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How Pairs Trading Works in the Japanese Stock Market

Hideya ISHIZUCHI (School of Network and Information, Senshu University)

It is widely known that various anomalies and stylized facts go with stock prices.
Volatility clustering and calendar effects in price time series are well-known examples. Some
traders take advantage of such market distortions to increase their profits or reduce the risks of
trading.  Pairs trading is one of their practical and typical ways. In this paper, time-series data
of stock prices in the first section of the Tokyo Stock Exchange are investigated, and risks in and
rewards for pairs trading is evaluated through computer stmulation.
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Figure 1 Closing Prices, Returns, and Volatilities of TOPIX
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Table 1  Summary Statistics of Monthly Return (%)
Period : 1961/1-2008/12

size mean S.D. max min skewness  kurtosis LB (20)
583 0.503 5.1 18.15 —20.42 —0.189 4.30 21.63
(0.212) (0.101) (0.203)

Period : 1984/1-2008/12

300 0.218 5.71 18.15 -20.42 —0.123 398 18.42
(0.330) (0.141) (0.283)
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Table 2 Correlated Stocks (1988)

No. cor code | code 2 name | name 2 kind 1 kind 2
| 0.799 5401 5405 B H ik £4 % %
2 0.794 6502 6503 By ZEE & &
3 0.791 6501 6702 B2 (=R H ot
4 0.790 6501 6752 (SR AT T &
5 0.787 6701 6752 NEC RFEY =y E oA
6 0.781 8601 8604 AR Lz Al Fl
7 0.769 1801 1802 PANDCS FARAL e b3
8 0.762 6701 6702 NEC el & H
9 0.761 6501 6701 Ehya NEC E &

10 0.748 6758 6773 Vo= — RAA =T E E
11 0.741 5401 7011 FrHEk = i % B
12 0.740 6702 6752 gl NFEV =y E GEf
13 0.727 5405 5406 4 Fi=E # £73
14 0.724 6501 6502 Ha7 Y & W
15 0.723 6752 6758 NFV =y V= G G
16 0.723 6752 6773 RFEY =y IRAKX =T G &
17 0.721 5401 5406 ¥rAgk T g F #
18 0.718 9502 9503 HH BevEE e T
19 0.712 7203 7267 INER I L) L
20 0.710 9504 9507 1[E VY €T x
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Table 3 Correlated Stocks (1989)

code |

No. cor code 2 name | name 2 kind 1 kind 2
1 0.783 9501 9503 Eeh BEPER T T
2 0.776 9502 9503 R BV T x
3 0.771 1801 1802 FND7S KA t bed
4 0.759 5401 5405 ¥ri#k B #
5 0.751 1802 1861 AFRHL i Fe s
6 0.737 1801 1803 NI reis e
7 0.736 9506 9507 B[ DY [ 7 T I
8 0.735 9501 9502 W PR T I
9 0.732 9505 9507 JekETE Y Ea xr

10 0.729 9504 9507 HhEE Y T b
1 0.726 9507 9508 79 ] 7R JUE T b4
12 0.726 9503 9506 PEPEE b x T
13 0.721 5405 5406 & FHFTEM # %
14 0.718 1802 1803 AMAR T Fais pass
15 0.717 9506 9508 HILE JUNE T T
16 0.711 5401 5406 WHS FiHISE & #
17 0.704 9503 9509 BEp T Blaixs T e
18 0.703 9507 9509 VIR At T T
19 0.703 1833 1861 BT HEAHH B i
20 0.702 9501 9505 HE Blacs T T
Table 4 Correlated Stocks (1990)

No. cor code 1 code 2 name 1 name 2 kind 1 kind 2
| 0.847 9501 9503 HiE BV x x
2 0.828 8001 8002 Fig: ALAT i ]
3 0.820 1802 1812 RFRAH [751=1 j5is 2
4 0.813 1801 1802 PNDYz: KA e J2
5 0.811 8001 8031 R =3 g ]
6 0.809 6502 6503 W =EEE G 7
7 0.807 7013 7012 HI JI ] fi
8 0.806 1801 1812 PNE 2l RS bels bail
9 0.804 6501 6752 B VAV R4 G o

10 0.803 7011 7013 CEE IHI H 7
1 0.803 5631 9107 H s WA, B i3
12 0.801 9104 9107 WAL= S JIIRSE, ik 1
13 0.797 7004 7003 13735 = B Wil
14 0.797 6501 6503 Haz =#E 5 E
15 0.796 9504 9507 HEE M EE I T
16 0.793 9507 9509 (e S JLHEE T T
17 0.793 7003 7012 R3] JIE L L
18 0.792 1890 1893 PR FLyERE Feis 2
19 0.790 4043 4091 7 KB HEE 1t 1t
20 0.789 6302 9107 fERE JIFFR, B i
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v (3) DEFALEZNENRL TS, KD p OFIE, TFIMIIBIT 2ESDEKRT 7 E5T2, F
fo, RPWEE 7O HMEHEEARERRETL TV 5,

)
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7
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3, 3 OOBBBLEES N Y 7 MIEER LHESN TV D, ZHRTICOWTIE, W LRED
IDOBES (1) TER LHESN TS, £z, BRENIT D0 TIE, 1988 F & 1989 £ Tidlt
FRAE DY 1990 FEIZIFFRANC R S o TWwb X5 Th b, HHENEFARERBLZ, FURYITI
0.1 2 % b DIEMIEHS, FESRFITIE 0.38~0.55 Bz DI/l T 5,

MERRPEOND T IVIIEET 2R T 707 7 OBRILEICKIE T 5 120, TRoOfsE 2 7y
HZIXTE 0D, FIADZ 1%, FRFITHARD S D ZS RV TRER THS (Tihbb, | ROA
SRR T(1) 12hE)) AR LTLIERWEEZO NS,

p
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Table 5 Unit Root Test (1988)

JFR5Y FESP A

No. code name — —

ur cr mod b R ur cr mod b R*
1 5401 FrHgk F | &5 | none | 2 0.035 F | tl | trend 1 0.503
2 6502 Y T t5 none 6 0.034 F tl trend 1 0.539
3 6501 Har T tS none | —0.006 F tl trend | 0.509
4 6701 NEC T t5 none 3 0.016 F tl trend 2 0.522
5 8601 KA T tS none 1 0.013 F tl trend 1 0.421
6 1801 NS ZE T t5 none | 0.002 F tl trend | 0.509
7 6758 Vo Z— T t5 none 1 0.028 F tl trend | 0411
8 6702 s T | t5 | none I 0.000 F tl | trend | 3 0.548
9 5405 {34 T tS none 2 0.022 F t! trend 1 0.484
10 6752 NPV =T T t5 none 1 —0.006 F tl trend 1 0.481
11 9502 ST T t5 none 3 0.107 F tl trend 2 0.359
12 7203 =R T t5 none 6 0.030 F tl trend S 0.450
13 9504 i T tS none 1 0.037 F tl trend 1 0.409
14 6503 =% T t5 none 2 0.016 F tl trend 1 0.542
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15 8604 BEAT T tS none 1 0.013 F tl trend | 0.427
16 1802 KA T 5 none I —0.004 F tl trend 1 0.489
17 6773 NAF =7 T t5 none 1 0.000 F tl trend 1 0.454
18 7011 =% 1 T t5 none 4 0.031 F tl trend 3 0.552
19 5406 I T t5 none 3 0.037 F tl trend 2 0.546
20 9503 BaVEH T ts none | 0.038 F tl trend | 0.409
21 7267 N T t5 none 1 0.000 F tl trend 1 0.460
22 9507 VU F t5 none 1 0.067 F tl trend 1 0.385
Table 6 Unit Root Test (1989)
55 PRI
No. code name —
ur cr mod b R? ur cr mod b R*
1 9501 HE T t5 none 1 0.005 F tl trend | 0.499
2 9502 s T t5 none | -0.007 F tl trend 1 0.515
3 1801 PNDZ:S T 5 none 4 0.014 F tl trend 3 0.535
4 5401 #H#% T | ¢ | none I —0005 | F | tI | trend 1 0.473
5 1802 R F 13 drift 4 0056 | F tl trend 5 0.495
6 9506 whEE T t5 none 2 —0.004 F tl trend ! 0.492
7 9505 T 5 none 1 0.005 F tl trend 1 0.558
8 9504 T 5 none 1 —0.001 F tl trend 1 0.544
9 9507 T t5 none | 0.001 F tl trend | 0.549
10 9503 T t5 none 1 —0.007 F tl trend 1 0.499
11 5405 T t5 none 1 —0.005 F tl trend I 0.469
12 1833 BRRTRH F t3 drift 2 0.034 F tl trend 2 0.488
13 1861 HEAHH T 5 | none 4 0.011 F tl | trend 3 0.522
14 1803 T A F t3 drift 4 0.091 F tl trend 3 0.449
15 9508 JUME T tS none I —0.008 F tl trend | 0.501
16 5406 T 5 T t5 none | 0.003 F tl trend | 0.444
17 9509 JrHEE T t5 none 1 —0.008 F tl trend 2 0.519
Table 7 Unit Root Test (1990)
JE A erow vl
No. code name T —
ur cr mod p | R? ur cr mod » R?
1 9501 W T t5 none I 0.003 F tl trend | 0.491
2 8001 Leal T 5 none 2 0.033 F tl trend 1 0.439
3 1802 PNz il T t5 | none I | —0.004 F tl trend 1 0.475
4 1801 PSS T t5 none 2 0.006 F tl trend ] 0.478
S 6502 52 F t5 none 6 0.041 F tl trend S 0.523
6 7013 THI T 5 none | 0.030 F t trend 8 0.442
7 6501 Mar T t5 none I —0.004 F tl trend 4 0.516
8 7011 TEE T t5 none 9 0.054 F tl trend 8 0.529
9 5631 H g T t5 | none 2 0.041 F tl | trend 4 0.427
10 9104 =4t T t5 none 13 0.087 F tl trend 12 0.490
11 7004 P17 T tS none 9 0.055 F tl trend 8 0.482
12 9504 H[EE T t5 none 9 0.047 F tl trend 8 0.534
13 9507 PYEE T t5 none 9 0.055 F tl trend 8 0.510
14 7003 =HaE T t5 none 1 0.038 F tl trend 1 0.395
15 1890 fEepactais T 5 none | 0.015 F tl trend 1 0.426
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16 4043 72 T t5 none 2 0.066 F tl trend 1 0.431
17 6302 F A E T t5 none 1 0.027 F tl trend 1 0412
18 9503 BAPEE T t5 none | 0.001 F tl trend 1 0.493
19 8002 AL T t5 none 1 0.005 F tl trend 1 0.457
20 1812 HBE T t5 none | —0.002 F tl trend 1 0.467
21 8031 =3 T t5 none 2 0.028 F tl trend 8 0.444
22 6503 =HE T tS none 1 0.012 F tl | trend 1 0.551
23 7012 JH&#E T t5 none 1 0.033 F tl trend 1 0.409
24 6752 NP = T t5 none 1 —0.001 F tl trend | 0.481
25 9107 JHIETER, T t5 none 9 0.102 F tl trend 8 0.448
26 9509 Ble: 5o T t5 none 1 0.002 F tl trend 1 0.483
27 1893 FiR=ctzie T t5 none 4 0.033 F tl trend 3 0.449
28 4091 K HE T tS none 1 0.046 F tl trend 1 0.389
HEFSHRE

BT FAORAE " > CHRIEAT 21T o 7GR 2 LIT O 3 D ORI T HMBEIL DT
1&, Johansen 12 & % b L —AME & ARBEEMRE 2 HV7%, ROITIZAZ ) —= > 7B T 51T
THEL TV, FlziE, Table8 d 1 7HIE, Table2 d 1 {7H (1988 FEDF HEL & (F4) WWHIGEL T
%, RO trace, eigen FlE, ZHETN bV —AKE & BAFGERIE DFER LR, @ 1 3R~
NVSTELET 5 I3 E 2 W &L, 001, 005 0.1 i%n%/’hd)LOJEIE/kﬁﬁ’C‘ﬁﬁ’C‘% 2 (L
ORFIFRT7 P UDBFEET S) T &&2RLTw5b, Johansen DFRE TlE, F9EEIEE T ECM (error-
correction model) & LT > FIEHERFODET AR EWL OBDTETANMESNDL I D5, Ln
L, #ED 1RO I(1) THhEEEZONL I L &, BEEBIEHOEEEN T« b L — D4k
AWSHIIRTH S 2 Lo, Rl T, BEBIERIEH ¢ 250 MO L 5% ECM 23E L TR
E BT 1239,

b
(ECM) AXe:a(b'xt71+c-)+ZLD,-Axt,,A—e[ -+(4)

KD pi3 ECM 0757 PVOREBTH 5%, b3, HHIGR7 v b OF 28H, a, a3, %
RER 7 bV a DFRER, Li%i?éﬂ%ﬂi@i@ﬁ%{%mb’(bl%o % 7>, arch, seri, norm @ 3%li3, ECM
ZFRYID VAR KINCAHL, ZOBEIC DL TEHIT A N 2T IR TH 5%, arch [TA—53
A ~N% ARCHAEE (7 27°5), seri I3RFIMEE%FH X% Portmanteau $3E (Z 7 16), norm [F1EH
AR FAN S B E Jarque-Bera iUE % Z N ENER T %, ROBHEIZ ZNENOMTBICBIT S pHER
LT3, ENEh, 508, SHEENE, EREEERESRE L TW0T, WItb RS WEDF
F Ly,

Table 8 Cointegration Analysis (1988)

No. trace eigen Y b a 123 C arch seri norm
1 0.1 1 3 —1.116 —0.061 —0.026 —85 0.000 0.099 0.000
2 1 1 2 —0.532 —0.032 —0.024 —552 0.001 0.229 0.000
3 1 | 1 —2.270 0.028 0.034 2,141 0.000 0.000 0.000
4 | | 1 3814 —0.004 —0.006 | —10,794 0.000 0.012 0.000
5 | 1 | —0.608 —0.025 0.036 —569 0.008 0.078 0.000
6 0.1 1 2 —0.605 —0.085 0.029 —133 0.671 0.863 0.000
7 0.1 0.05 2 —1.438 0.064 0.136 425 0.250 0.506 0.000
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8 | 1 5 0.283 —0.027 —0.001 —2451 0.124 0.283 0.000

9 1 1 2 31.715 0.000 —0.001 | —64.465 0.000 0.028 0.000
10 1 | 2 —5.403 0.001 0.005 12,758 0.000 0.284 0.000
11 1 1 3 —1.168 —0.037 —0.017 293 0.000 0.540 0.000
12 1 1 1 0.298 -0.022 —0.037 —2316 0.000 0.130 0.000
13 1 1 1 —1.284 0.016 0.020 187 0.000 0.328 0.000
14 1 1 3 —1.690 0.000 0.019 194 0.000 0.026 0.000
15 1 1 2 0.356 —0.020 —0.003 —3.244 0.000 0.237 0.000
16 | | | 0.308 —0.021 —0.024 —3,356 0.003 0.068 0.000
17 0.05 0.05 3 —1.188 —0.081 —0.036 —385 0.000 0.062 0.000
18 1 1 4 —0.944 —0.083 —0.044 — 187 0.058 0.872 0.000
19 0.05 0.05 I —1.597 0.059 0.074 —324 0.000 0.862 0.000
20 0.05 0.0l 2 —0.989 —0.060 0.128 —83 0.000 0.735 0.000

Table9 Cointegration Analysis (1989)

No. trace eigen ) b a ‘ a c 1 arch seri norm
1 1 1 1 —1.684 —-0.011 0.023 1,828 0.000 0.577 0.000
2 0.1 | 2 —0.868 0.008 0.131 —343 0.000 0.562 0.000
3 1 | 2 1.700 —-0.016 —0.015 —4,603 0.137 0.293 0.000
4 1 1 2 0.920 —0.010 —0.002 — 1,481 0.292 0.778 0.051
5 1 | 1 —0.016 —0.037 —0.218 —1,585 0.082 0.195 0.000
6 1 1 2 0.788 —0.019 —0.027 —3,380 0.000 0.091 0.000
7 0.01 0.01 2 —0.996 —0.187 0.118 —157 0.220 0.700 0.000
8 | | 2 —4.550 0.002 0.009 14,097 0.152 0.275 0.000
9 0.01 0.01 1 —1.031 —0.309 0.203 55 0.035 0.941 0.000

10 0.01 0.01 1 —0927 —0.343 0.024 —337 0.000 0.652 0.000
11 0.01 0.01 2 —0.996 —0.037 0.387 71 0.002 0.878 0.000
12 0.1 0.1 2 — 1.666 -0.081 0.034 1,606 0.455 0.857 0.000
13 1 1 1 —1.763 0.005 0.033 620 0.579 0.718 0.000
14 1 1 | 0.255 —0.025 —0.029 —2327 0.003 0.162 0.000
15 0.0t 0.01 I —0.993 —0.052 0.221 —82 0.103 0.755 0.000
16 1 1 2 —1.292 0.010 0.034 224 0.802 0.577 0.000
17 | 1 4 —0.869 —0.079 —0.052 —1.453 0.390 0.930 0.000
18 0.01 0.01 2 —0.880 —0.232 —0.002 —412 0.521 0.589 0.000
19 1 | S —0.093 —0.048 —0.160 —828 0.000 0.243 0.000
20 1 1 2 —20.719 0.002 0.002 69,832 0.863 0.358 0.000
Table 10 Cointegration Analysis (1990)

No. trace eigen V4 b a az 4 arch seri norm
1 0.01 0.01 1 —1.247 —0.208 —0.004 47 0.015 0.939 0.000
2 0.1 1 2 —1.386 0.082 0.103 212 0.000 0.510 0.000
3 l | 2 12.935 —0.001 —0.002 | —22,777 0.004 0.436 0.000
4 I [ 1 ~0.678 —0.044 —0.019 —196 0.000 0.449 0.000
5 0.1 1 2 — 1130 0.059 0.097 172 0.874 0.692 0.000
6 0.1 0.1 2 —1.015 —0.145 0.025 —85 0.000 0.885 0.000
7 | 1 2 —1.156 —0.070 —0.030 —54 0.000 0.184 0.000
8 1 1 3 10.705 —0.001 —0.002 | —17,810 0.133 0.936 0.020




HAFRHIC B T 2 HFIBED ST 4 —~ > R 1

9 1 | 1 —0.756 —0.010 0.057 101 0.000 0.717 0.000
10 1 | 5 —0.866 0.024 0.039 —138 0.000 0.190 0.000
11 | 1 3 —0.969 0.005 0.034 —85 0.343 0.193 0.000
12 1 1 6 —1.053 0.096 0.111 35 0.000 0.501 0.000
13 1 | 4 —2.060 —0.009 0.021 131 0.001 0.085 0.000
14 | 1 5 — 1113 0.040 0.053 —-454 0.002 0.647 0.000
15 | | 10 —0.445 —0.030 —0.018 —1,267 0.001 0.336 0.026
16 0.01 0.01 3 —0.955 —0.553 —0.305 —114 0.001 0.180 0.000
17 | I 2 —1.038 0.010 0.036 6 0.000 0.409 0.000
18 0.1 0.05 1 —0.410 -0.121 0.015 —34 0.000 0.182 0.000
19 0.1 0.1 3 —1.095 0.023 0.125 139 0.000 0.602 0.000
20 1 | 2 —0914 0.007 0.071 —132 0.000 0.007 0.000

N — ARGE L IR EERRE D W 3 e THEKYE 0.1 LUT CHAIBIRIC H 2 S HE S e 7
DI, ZNEN6, 8, T (KD 30~40%) & HIRIA S LEEE2 D T05, 81z, 1989 1%, itk
FETHAC 001 OFEAETHE EHEI NIRRT X 6 L%\,

ETND T T OWTIE, BOARREDSE LRI U <, 1988 4 & 1989 4 Cid BRIV > Y 1990 4E4C
IADHINIC R 2o T b, RIS ML b OF | BRIF | ICHEAELI N T D0, 52 Sk
ADD O, MEAIEEDRT L U TRITE L 2037, 2 EENEADL DI, #hFhn6, 4, 21
AL T EH, HWHIGERICHZ EHE S NLRTIZOVBTE, WIThbADEE > TW23, Fk
R Z braizonTid, Fr—FOBSD» S, H (OHHE) HREWIZCTEE» M, §
WA=V RIHEITY & — U SIS N2 12 0IF 2 L 2 E 2 5055, HRIfiOMEER A S IEE O
MR T ENZ B B MR R TE RV, a DER a1, 12200, ||lall=|lalt| el Tan s
NAhEEHR LI L&, BEBIEROMEOTVIIMEC D % [|al| OFIG % HEHEDOIEE L Ak d 2 L0
TE2%, ZOFEOREDIMEIE, FhEh 0016, 0507, 0024 TH 3,

ZWT A b (arch) ZDWTIE, pED01 22D 3, 11, 3&, FICL>TENHY 1989 8
B RO, seri i2DWTIE, pEMO01 282 2D 12, 19, 18 &, WIFNOEL LRI ERTH
%o norm DWW, EOFEDIZL A EDRT TIEBREDEH SN TWw 5, IERMEORBEIRIKRA E LT
o T 503, arch, seri @ pfEAY 0.1 2 Z 21D RT - THBD (FREN2, 4, 1), A7) —
=Y TERRET 1007 & L UE, BERIVAARILO S 3 M v — RASRERS L E 2 S,

42, FL—F - OJOERENT x—2  RETHE

ZIT, YIabv—ya B3 =R -0l DERERT 3 —< Y ADOHEIZONWT, |
ERIC 3207 DEEEHIRT 5,

DL, ¥ ab—ya ryTORED MV —FIE, ZORIEDOT—F XV BN ETFVICHE
DTS, BlZIE, 1989FED v — R T, 1988 EDTF—F A7 ) —= > I SN EFRT %5t
REL, _T T &I, FFEHEIEHED 1988 FEOVIME (m) LIEHERZE () 2 ORI (LR & TIR) 23
T b, KUFETIE, mTds DY A 7OBHEERB I (d 1355 X —% T, BEEEEESZ Li10d
5, Z LT, FNENDXT D IV FD T — 8 M o5 5 NIz 3R 7 ML ETPEEH~RZ b s
1989 FEDBAHHEHIC B ZFEEIEHEOERFE L, HMEE2 Fol-> Chuhido >y 7oRY vy a » T, i
iz Lla-> Tty a— b ORY Y a > Ty )T 3, T2bb, $l<7 (A, B) oW, dt
Fg~z7 bvaeb=[1 bl 32k, b<0k5iE, UrZ R Yy ar Tk LHEAO A BEW | b HAT

aul
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DBEZEFRYL, Ya— b RY Y ar TR b HAO B EZE W | i) A 2245750359, b>07%5
W, OY7RY Y a TR VEO A L b EIO B AR, Ya— b RYYa YT THIO A L b
O B #7560 357, 2k, 1> b UREET, T CINEAT ORY Y 3 v htb i, KR
LRSS AMEESE D, 17, SEOREBOREEH E) IIFBRERNC RS Y 3 > 2HT
BHDET B,

BV —ROFERNT 53— Y ARLUTO L D BHEERR(OLELE), H20iE, Zhns | 2%
LIV DGR 2 OB & TR %0 7072 Ly YRA T O IRERRIREA, YRAF | TRt %
FkT 2 (AT OB W TH R,

Table 11 Performance Index
ar a—h
<O X|+‘b‘)’(7 X(J+|b‘yl
- X<1+‘b‘y1 XH’!biyn
b0 xit b Kot byo
7 Xo+ bvo x1+ by,

1988 DA 7 ) —=> I TELNIBRIIONRT FTHEkEFS) 2FIc > T, 1988 F & 1989 D
FLU—FROBTZ2LUTORIRTY, BELD pos 37 ORYvyaryERl, lidurr, —1i
Ya— NTH5, sdate, edate FZNFhor ) el Yy bOHMTHD, price |, 2iFx> b )R
DFNZ DO, price3, 4 377V y MEDZNRZFNOMFEOKti 2R T b, £z, ret
BE MV —RONT 3 —v R (BERSEK) Thd, 12720, 1988 FixE 7 UIERMTH D, 1989 4F
BFOEFTNVCE IO N — ORI TH 2 WERIHM D $7 3 —< > AR D 72 D1 FHE
LTCw3),

BIZIE, B P v—FiL, 198845 1 A 4 H» 5 3 A 17 BOBRICITHOIL T 5, 1988 400 ECM 1T
BIF2D bIi—1.116, ¢ iZ—85 (Table 8 &) TH Y, | A 4 HOMSAHOEMD &, 2PEEIEHEOEIX
359—1.116 X 246—85=—0.536 L3t s 2, Zhid, 1988 FEDHEZEEIFHEDMONEHE (F—25.13)
ZER->TWEh, Ya—rRYYarTor b T528%5%, LT, 3HT7HICK, #EE
IS DAEAS 465~ 1.116 X 366— 85~ —28.5 L W49fEA T A 720, RNY v a »#HHT 5, 2L T, 20D

ot | by 359+ 1116X366 o . e
ot Thlw = 4651 1165 2d6 ~ 1038 LEMREI S, &5 TNTHE

HULI-eThiuE, 1988 £/ 87 5 —= > AIIHY 11512,

P —FD/RT 5 —< 2 AL,

1989 £ T 091 1272 5 (ret FIDEDFE)

Table 12 Example of a Trading Log

pos ’ sdate ‘ pricel l price2 ‘ edate ‘ price3 I price4 ‘ ret
1988 4

—1 19880104 359 246 19880317 465 366 1.0378
1 19880317 465 366 19880720 695 553 1.0196

-1 19880720 695 553 19880722 722 594 1.0140
! 19880722 722 594 19880723 720 571 1.0174

—1 19880723 720 571 19880830 671 549 1.0187
1 19880830 671 549 19880905 658 535 1.0021
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| 19880905 658 535 19880919 785 656 1.0058
1 19880919 785 656 19880922 780 645 1.0048
—1 19880922 780 645 19880928 811 681 1.0060
! 19880928 811 681 19881101 875 724 1.0099
—1 19881101 875 724 19881104 899 754 1.0056
I 19881104 899 754 19881115 909 750 1.0083
—1 19881115 909 750 19881228 870 702 0.9915
1989 4
—1 19890104 860 686 19890216 940 793 1.0231
! 19890216 940 793 19891229 793 857 0.8848

07 2EDY 3 2V — a VR Z T T OVIERIIN & AREEAR & TRt L Ta 2, HBEAH I, %
MO EEES O, brv— FOMEE, (1 bL—Fbic o) PRSEONGME & % OREHERZ, TR0
V=T AW, EROIBSKRTHD, FNEFNLODFEOETFEZLTD 6 DD (Figure 2~Figure
NIRRT HHOLEESFDOET 620777 GEOUK) X, 7 WESHEORT & (Lo 32) &
HAF T (FD32) D777 THY, FEFOLT 6 D3EIAMD 77 7 (L7 2K, T8
HHGIRT) THD, 77 7O FCHBEMER, 4, FHME (m), BHERRE (sd), ZERE (cv) %R
LTw2 (LOBEST &, TORMENERIGRT ), &8, 77 7HOHROBS S #EF L,
WTENOKTHREIO B2 H— L T ah, IESRIZOWLTIEEENR SV, MEEEO TR

e —10% THI> 7B A8k 2 1R L T %,

MA OB ORI DWW T, & 7 VERIRR CHBEO W  DIFICT 23R L Tnw s 2 en
o, WGP COMBIX T35 2 3PS, 1988-89 (1988 F0) € 7 VVERIART & 1989 D%
SEARETER) & 1990-91L i DWW TIRTA - THED, 5 D& HAE VLS, 1989-90 12 DU TIFFEHHAR
ML T3,

b U — R OSBRI DWW T, BRI O A5 72 SBEREE L TW 355, i DBEDORE LT bTF
ELTBD, WTFROHBTH XS DEAKE ),

I My =R H72 0 OPEEFRIC DWW T SRR O 0 e Wl b 5 ((18% 2 Db 2), €
TNAERIAE TR TN TORTHBIED Y ¥ — > 28T 55, BEHHR T 20 7 2E033Ei1x, v
THOLEIWE>T 15, 10% 282 2HHEEHL TOERTHIFLEL, E5O2X B REL BTS2
721, 1990-91 #EDIEFBF T Iz DV TiE, IEDOY ¥ — 2 2B T3,

I F v — R Hie 0 IEREEOBEARERTE IS OV TE, 1989-90 FEDOMEFIHIF TIE, ZNFNOHIHEDE T L
VERGARI DIEHERAZ D 2 B39 L KE B> Tw b, HAF LTI D0 TIE, 1989 ORI T idAgHe
TRENAE L, 1990-91 DT HHIET 5 GRS T D) € 7 NAERRIAR OREHERRE O 2 54
EEMLTWEHS, 207 R e iuE, DD Rn LB - TEINS UV,

VRS LABRE R O &, ¥ v — T L ¥ A 2DV T S IREEHEB O I3 T 7RI O L b
R LR E 5> Twd, T MERIAM TSR T 23R T &% Lu % (FES) 53R
AR L R URES A S5 (1990 FEORGHHIIC 813 2 LRSS TICH>W T, EIETH S L[
FEORT &R ETE - T3,

FERIDY & — 200 COBEHHAR TRIEFE ST L T 223, 1990 FORGEEHIRIC 8 1 2 /150~
7OV, ¥ﬁ{Tﬁ%tmﬁ®%TWWﬁ%%@«7$W%ihofwé 72, 1990-91 ¢

&, HFFRTOTRTHBEDY) ¥ — > 2B T35 EB303ns,
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1988 m= 0.751, sd= 0.031, cv= 0.041
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1989 m= 0.732, sd= 0.025, cv=0.034
m=0.731, sd= 0.021, cv= 0.029
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1990: m= 0.805, sd= 0.014, cv=0.017
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1989: m= 0.635, sd=0.105, cv= 0.165
m= 0.66. sd= 0.153, cv=0.232
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1990: m= 0.752, sd= 0.043, cv=0.057
m= 0.765, sd= 0.021, cv= 0027

Figure 2 Correlations
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1988: m= 26. sd= 13.298, cv= 0.511
m= 35.833, sd= 17 209, cv=0.48
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1989 m= 39.1, sd= 25 959, cv=0.664
m=66.875, sd= 17 618, cv= 0.263
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1990: m= 29.65, sd= 16158 cv= 0 545
m= 44 857, sd= 15.55, cv=0.347
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1989: m=12.8, sd= 19.033, cv= 1487

m= 22 167 sd= 32.732, cv= 1477
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1990: m= 21.55, sd= 22.315, cv=1.035
m= 41626, 5d= 22.866, cv= 0649

Figure 3 Frequencies
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1991: m= 11.65, sd= 11.532, o= 0.99
m=17.143, sd= 8.474 cv= 0494

THIZEBY, COHBHEHIZOWTY E TIVEEIM & D BEERO ML L Tw b3, Z
Tid, A7 V== 7 OXTH%E 100 L LTHH L7RER

nbi%%f% F)T’ﬁ‘éh]&:tf‘%éo “ -
B, O 2T, X7 O%ESHR Table 130X 51 458D AL T, ThZEADK—F 7+ YAk

LR —FDONR7 4 —r AWK L T, ITFTE, HRlRESETHIZEZ T, FBOEEIXTTHE
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1988: m= 1.843, sd= 1.008, cv= 0.547
m= (.982 sd= 0224, cv= 0228

T T T T T T T T T T
40 -30 -20 -10 0 40 -30 20 -10 0
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1980: m= -3.412, sd= 10.585, cv=-3.102 1991 m= -1.61, sd= 5.042, cv=-3.132
m=1.185, sd= 0.289, cv= 0.244 m=0.907, sd= 0.319, cv= 0.352
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Figure4 Average Returns (%)
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m=1.145, sd= 0.501, cv=0.438
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1991 m= 2 275, sd= 1652, cv=0.726
m= 1572, sd=0.843, cv=0.54

Figure 5 Standard Deviations (%)

AUCHRE® 350 L, (1 XDKREVL) LV VT LTVWLDO LT 5,

51 EARTHER

KT, BEOER—1F 75 VA ZHEET 57 O Figure 8 (RT, ZITE, X7 EHWIZH
53 7 N—T L TR L T b, D bW n, g b i H el THfEDY 0 (el i@ s
tne) THD, 77 7D TFOREIX, FNFNOR—b 7 3D AT BT EOVEHE () NIFHE



16

THEREIFRIISE No. 30 (2009)

_'_

T

b

t

'

|

i

'

'

'

l

t

1
—_—

T T T T T T
0 5 10 15 20 25

1988: m= 5.669, sd= 3.544, cv= 0.636
m=8.124, sd= 3.463, cv= 0426

T T T T T T
0 5 10 15 20 25

1989: m= 9.07, sd= 8.184, cv=0.902
m= 5796, sd= 5318, cv= 0.318

T T T T T T
0 § 10 15 20 25

1990: m= 8.068, sd=6.241, cv=0.774
m= 10.668, sd= 6.451, cv= 06056

| H

e |

|

L

T T T T T T
0 5 10 15 20 25

198%: m= 3.436, sd= 6.665, cv=1.94
m= 4938, sd= 10.051, cv=2.035
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Figure 6 Sharpe Ratios (Annual)
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Figure 7 Annual Returns (%)
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1891 m= 9.568, sd= 17 487, cv= 1828
m=18.813, sd= 14.896, cv= 0792

HRE) ZRLTWS, SIS DBR— N7 1+ VA DOBEE IR DEHT 55, BEELERZE Sk
Vo T E LTI, n, 0, cl BSFAEIN T0%, 1%, 19%FRE L 7T\ d, HEAMENOI TH2
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ZITHE, BT AORELREKBRIC L L, 20U ZFLOFEINCETIHECEERED YT, <7
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Figure 9 O LD 75 71d, ®FKE— N7 V4 (Table 13D 44348) O F v — NEE S EXRBNC R LU
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Table 13 Classification of Pairs

W= il S

a A7) == 7 THELNITTO 100 )Y

n WHISEE (TEAKE 0D THASBRICH 2 kv v e g S hicRT
c FRDRE CHRAKLEE 0.1 THABHMCH 2 LHE ST

c O
Pl

EHE S AT

D HIRAPIRY VOB 2LERENATHY, =7 NS 2 EHNOKMEBRAARRE T | RO

40 60 80 100

20
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n=70.1(13.8), c0=10.5(12.6}, c1=12.4(10.7)

Figure 8 Number of Pairs in Each Group

1990 1995 2000 2005

1985 2010
a=1177.4(248.8), n=715.9(171.9), c=461.4(267.9), c1=321 4(231)
T [ T T T I
1985 1990 1995 2000 2005 2010
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Figure 23  Investment Ratios and Performances (3)
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