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Building Taiwan Stock Futures Market Trading Rule Using Genetic Algorithms
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Abstract

This research used 18 kinds of price and volume technical indices transferred from the Taiwan
stock price index as the input parameters, the maximization of the final capital as the fitness function,
the genetic algorithms as the optimization tool to construct the trading rules for the Taiwan stock
price index. The findings showed that the three kinds of trading strategies, the bidirectional GA
strategy, the sole bidirectional GA strategy, and the buy and hold strategy, in test period produced the
average year profit rate respectively with 10.72%, 6.30% and -7.2%, as well as the relative profit
coefficient respectively with 1.19, 1.15 and 1.00. Moreover, compared the risk assessment of the
bidirectional GA strategy and the sole bidirectional GA strategy, the smallest year profit rate
respectively is 2.96% and -16.90%, and the smallest total success ratio respectively is 46.70% and
26.40%. Therefore, the bidirectional GA strategy is a not only effective but also stable Taiwan stock
market trading strategy.
Keywords: technical index, genetic algorithms, trading rule.
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