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Optimal threshold of pairs trading

YU Xiaoyu', BI Xiuchun®*, ZHANG Shuguang’
(1. School of Management , University of Science and Technology of China, Hefei 230026, China ;
2. School of Mathematics and Statistics s Guizhou University of Finance and Economics s Guiyang 550025, China)

Abstract: Considering the volatility and uncertainty of the market, how to effectively control the risk on

the basis of maintaining stable return is an urgent problem to be solved. Here genetic algorithm was used
to solve the optimal threshold of pairs trading with stop loss condition. Empirical test was carried out in
the matching stocks of CSI 300 and CSI 500 Indices industries under the condition of cointegration and
partial cointegration. Results show that the presented method controls risk and loss more effectively on

high return than 10% stop loss and no stop loss.

Key words: stop loss; genetic algorithm; pairs trading; optimal threshold; partial cointegration

0 3§

BE XT38 S & N A 4 N AR AR R T 4R 2%
H—R G ER RN H A AR i g et
B 7 9 5 R TE X B 2 A A 22 e E A [ E B (E Y Y
OSSN AE 259 O 1B e A I, SEA
BEARAGT SR, Seas v i I EE . ik, S
e B A 7 e X 28 5 o A E B b AT

H A EEXF BE 6 32 S 0 BB 0 5% £ 2 M — 2%
WEFE 7 . WML I 6 O Bk L i 1a) 5 5 ik A BE
. Ornstein-Uhlenbeck (O-U) #5559 2 B HIL 45 ] 75
5 i LB AR, R S R AR Okl e RO S A
SRS IR O-U i #2 . @ ad oK i HIB Jr #2145 3
BARSUH T 8938 5 RA. X 5 1 A0 58 2 W SCwk[ 2-
61. 5 4, ¥ A geometric Brownian motion
(GBM) BRI Levy Bk A1) L2 pl A 455 A1 o)
. WA A vk R At GARCH #5780 wi il

Wi B . 2020-02-14; fEE B HI. 2020-04-26

PR B R F Bl R oS 52 B B . e
FIFR A BT GARCH BB 100 [ 57 38 4% 4 22
FP N BR 2207 25+ 4 T IT P 1B 19 e X 52 5
Felg. Chen 2V 5@ i3 TAR-GARCH # AU SR fift fid
Xt 52 5 9 I F- 6 B AL

BRESA L T E R A M HLE T
A 0T 45 R RE IO RO A 53k o B 22 Ak
PP 58 Ly A, Huck™ ' 5@ i Elman H 2 (9
28 TN AR — SR A4, AR T W £ 00 AN [ AT
BCXF 22 5y, Jp WAL BT LSTM #2825 Xt
FENG AT TN SO ST IR T R AL o o) Bk
et T A sh S S BAALTT . ARUE R
T X 52 5 SR B9 80 5 A% B8 4 Bl AL A o L I 1]
GUT5 ARG . B RES 1215 2 10 45 R BN 5 SE PR, Ak
% 715 A R M TR B 2 8L

DAL 35 T i % 52 5 1) e A BRI 5T R 2 R
JETFF-4 A4 1 R o 150 1T 7 (b R A G 145

EEWE. AR AKRBEIES (11401556, 11471304) . 5 W £ K2 BHFFIR B (2020YJ026) ¥ 1.
TEE® N TIEW,2,1995 4 4. DR 7l . & al TR KB4 B, E-mail: yuxiaoyu@mail. uste. edu. cn

BRAEE. £FHHF W L/RIZZ. E-mail: xcbi@ustc. edu. cn



% 64

B 2t 3 Sy o AR B A 785

S E AR 2 8 2 T 3 0 B Bh PR RS B e
JCHEH E BT AR I ZL, R E R
ew B EZIR. 1 H AT E NSNS IR AT
B TE X 52 B 0 {8 B9 #H oG SCHk g /b, BR R DT,
Zhang'"*', Lindberg"" il 23 B ML i Jr % 3K figt i 1k
WA AT BIME, 1L A A A — 2/
0, (A R T KU

AR, BAL AR R T I N F 45 AN 4 R4
b N (N ENCINES P B R = R A WO
A B E Y SC R3S 20, Huang 250700 188 48 20 16
T A P& Be %o A | S 35 8% 8 sk () R0 A AR T Al
[ N V€ (=% TN o d e et 7 N 1 MY =778 L R ) e e
BRI AL B A5 20 25 R 8 T 34k
AR, KRBT A A R . B B R TR R
AN TR A 2 s e AL RS 6 B0 48 AR 4 0 R L & R B A
P I i O

A SCIE 1o 19 R SR A i Lk A% R B TE X A
S, 35 SCER[28-30 1 B A 10 % [# %2 1k
0L R TG S s B E AT L. HETHY
Fe Xt 22 5y K 2 ULty 2 Pk Sy B2 X bR #E, Clegg #1
Krauss™* 48 H 35 2 16 5 46 56 09 HE &, I L& 2 P
G BAE V10 % [ % 1k 5 5 % B B 500 B L
RHEAHT 10 ZRAT b B ZE X op 3EAT T 52 E K 56
ARSOKAE H RO P B PEARG I RO Rl 1, B8RS A 5B
A Pp PR ) I ZE XS ARV IR 300 5 BCATHIE 500 54k
AT A B A ) R B
1 Bt5ERGE
1.1 BEERERESHEZE

AR — 2 2 A Y ARG Ot b R AR B S
BT RS U AL AL e Ak T SR 1) Bl BL fE $E R
T, HFEESEHEXNSHX 2 #ETEREE, R
HAER PR REESYER R E ;s BA NN BRIFAT
PR G ) 4 R SRR D7 SR AR R AL 09 ST
%, BE A SRR TR AL 0948 R 2SR, H aG A
PR T 1) AT B . gt BIL B
Iy HTHE LS EE 0, AE
oL AN T A i A, 2 B R s B
R SCHER R, A B R L gm i, Hk
(Fpur =3/ 1M

ChHatath., EEMBEMAE N, ZXHE P.,
AR P, KRR T, S BOT B
t =0, FNLAER N DNASERE SRR FRE P 0).

CIDOAERTES. SRR P ) &SRR
SRR

CHDO ARSI, 2 R BB 38 X A8 S5 Tk
BRI 5.

OFEERE. N PG PETEFEREFEE SN
M/2 ¥R CM = N ).

O . M M/2 XA, DR P, A2
IR M A ]S4,

QA5 X M A AR B LIHER P, A8
5. B M A kAR,

@A N LRI R M A g 5k Ak rp

A0 xR A HE R e B N AN AN R AT — AR b
BEPG+1D.

(VDO K. %5 =T, WL dEfkad 72 fir 15
S HAT B RAE W BE AN IR AE by B A A . &k
T

AT BT DL, A Bk F ARG = A A
BAE  BEFE 3 SURIAE S

VERE . RUAR 4 0 B AT B M. S 7 — A Fh
e RS T A AR BE PR 38 R O R A 3k B 1Y
BER MR, MAE T, B RFERER AT & X .

fdap
PU)=—"",

DrAD

o, £ SRR T, WIS N, MRk S AR
.

. BIBERL S Qe R e e LI R Be. 5 A
AU G o AR T, 35t 1 B8 1 ) G £ 1K R PR A%
A, WE TR, A8 IR 2k e A 2 [R5 4 LU 4
5 F 7R 1 AL A

Zefifk1[0101] ¥
—_—
Jetifk 2[0101]

etk 111101)

Jetafk 2[1101]

B1 BEEEZIXTEE
Fig. 1 Crossover diagram of genetic algorithm
25

| =—t

otk (0101) atafk [0001]

B2 BEEEFERTEE

Fig.2 Variation diagram of genetic algorithm

A RIS TR R AR AR A, Rm 1E %
RV AN 7 ' Y G B A 2B 88, Rl 2 FToR R AL
BRI N 1, A5 AL E A E N 0.

K M AL SR E B TAE R B, Holland ! 42 1
X E BE.

EHEI1

JAE
H
PGDMQMNHyft)GPMJXHD-

TE SR (4 AL L . R A

L(H)
(1—p. - ).
Hodr, H FoRiia, 84t s a] rh AL g B He, 1)
m H,=1[0,*,x,1] —1HEK, [0,0,1,1]
[0,1.1.1] AU FZHEX, LH) BB K
BE . F8 5 — [ 5 e DR M e I — 4 ] e 2 DR 467 A
B, OCH) 8B A B, B 25 WAL B A4S 2,
FCH) RO 3838 IR . RORR R o S i
AETE R E R, P(H)™ EKanTE ¢ + 1 AR
T A A B AR

AR SC a5t A% BRIk R i TE 6 38 B 1 e AT 1 1
HAPSHEEWNT . & X BN W7 8 I 7 B A 5
SR LigsLisLoosLoes IEBBMER L. HF Z-
score (R 3= (1) H1(2)) 2 45 Ak I 149 349 48 81 15
i, A5 WAV REERY [—2.5,2.5] ##




786 T EAFHARKFEFR

% 50 %

Fr—80, FINBEEZHEESN, KE LT W
B L, MREHEN [0.3], EFEEME L. #RE
BIh L, +[—6,0]; THECEE L, ERULFNH
[—3.0], FPEHRMEMELEEN L, +[0,6] 5 1k
P Lo, #REE N [0,0.1]. HRIETHE
. WERKEMRE T =500 FEYUME T €
(100,500 MY fefmifE s W E MR N =100, 25
WEN P, =0.1%. AP L EE, BERENS
AT 2t MK, B BOAS Bk i S5
1.2 WHhEBRHE

A By ko i & Tz ) & Engle-
Granger (EG) K 55 7% #l Johansen £ 5%, A&
SCAE T EG K30k AT R MEAG . R T 45 1 R
& 0

EX 1.1 #H—"TEEFY {y, ) TENRRE
JPAN Z WA 2 it d R 225y, WIRRIZ BT [8])7 31 02 d
Bripge. 2y, ~ I1(d).

EX 1.2 whiblme (X, & asih
d Bress, 30 X, ~ I(d). WRFEE—NIEZF M
iR, AL Y, =8X, ~1(d —b) ,b >0,
WIFREENLI X, HA d.0 MPMELR, idh X, ~
CI(d sb) s Wi B PR R W ) .

ATy W 2P B AT A DR R A% 1 0 IR SE R O3
BA9 %] Z-score fH.

$B1 TR, xExd e H 2 AR
FEAES 8] 7 51 #E 47 ADF S R 5, 45 7 51 A F
Fats WHEAT — B 2250 5 B AT AR R 36, 505 2 °F
Fatk, Wz B[R]y 30 o — By ok, 3 B R Y
python statsmodels. tsa. stattools &1 H' [% adfuller

WB2 EMER. i TS U X
B2, A S H XS 1 By s i B o] 7 51 2547 9 7
P A 56, X B A9 2 python statsmodels.
tsa. stattools 4 1 AY coint PREL. PBHi o U2 MRG58
YR S X I A B %o e 5 vl v

$B3 HEHRA Z-score {H: it OLS ¥t
B E MR EXNLERET TR v, =a+ B2,
Wa,B1H, 52K e, =y, —(a +B + x,). Z-score
FAnAEAL S B 5R 257 50, B

e, — mean(e,)
Zfscore, 7W (1)

1.3 oHEIEILF X

HRAT MRS R M BRI S Ak, B R Rk 2
0 ) ik 5L A S50 100 00 R0 i ML O A 1 . R X
- (Xl.l)ZGT %ﬂ X, = <X2-,/)1€T %Wi/l\ﬁﬂ‘lﬂf?ﬁﬂ,
RERFEBEMAE, X, M X, EHaohiEn,
I

X,, =pX,., +W,,
W,=M, +R,,
M/ :,OM/—l +€M.,1 sEMm, T N(OvU?w) ’
R, =R, | +eg.ser. ~ N(O,Ji) ’

Hrp 280 p M, M, FoR i EM A& =T
WERIEA S, R, 2878 M SRR O 4% 25 v i Bl AL
e, —HABIHRE o € (—1,1), e ser.,

SRR R 0, ITEHR ook BIPH T E T MRS
BT LR BEE P E] X, A X, BRgR 22
KW =W, ,er Bl E 056, S48 [0 05 1Y 07 22
TE TR 207 2 R o R R (R R R B 6 B 4
e, ek
Var[ (1 —B)M, ] 203
Var[(1—B)W,] 2% + (1 +p)ok’
R?\A.R S [0,1]’
Hrh, B BHEET. Y RL =08, £xHMH
oA R 0, A EBE R BEHLEFE R, M Rie =
1, BBk E REALWEEF 2 o 0, 2FRARJE A [l
3R 43.
mF M, Al R, A0 HEEMER, RHERR
SR A K ALK R AT BB Bapaox ook
Wt R R 2 g E ST EAAE M, f R, U1H.
AR HE AR 5 B X5 (5 18] 05358 40 (E

t

2 —
Ru.x =

(2)

/-score, =
OMm

1.4 BXZHEEIGERA

BEEA 1 UIZR4E Al 4R

WAy 2% SCEk 17 ] E . % $E 2009-01-01
~2018-12-31 4= 1 48 Ball 43 e B 2 BOIC 8 1
HEEPEAE A, Hob, ¥ 2009-01-01 ~2013-12-31
AR B VR M IR AR . FH R UE AT P 25 G 36 A5
SRR, TR AR B A Z-score {H . i i3
BRIk Bt A% 1 19 B P A B T 1k 330 B
LA, 7F 2014-01-01 ~2018-12-31 7 4F i) [] 1Y
DA b AT 1m0 0 5k

WRA 2 O ER BT DT

RS2k (1,30, 35 1M 7 . %
X SE - P Q. HIREMMELREN X, =a +
B X, +W,, i X, £Re BPZIEEP WM
ke, Xo, Tone B2 Q B, XEWE, K
Z—F Q. FERZELFP. X211 Q. 10
TET 1/X,, FHQ, WAt, ks X, /X, B
P, REET pg/X.., FHP. REK, pX../X,.,
5FEEM 1 o AEMm. T RFET SR, N
B

O BX 1. /X, <1, MFHFEV THEQ L.
V/Xz.; ?Qa [ﬁjlﬁ‘*ﬁﬁ A7 ﬁXI.r/Xz., EP J:’
;8 * V/Xz./ ?P-

QO#F BX1./X., > 1, MHB V ILfE P L,
V/X,, FP, ARHE VX,,/pX,, £Q L.
V/pX.. Q.

AW EAG 4 V, M ANRT 1000 TG, 38
RN R T iy 2 o, B 5 H SR T
A4 tE o, a4 LBk . BRITF
PR R ST RGN, 133 BB A 1R 9% 4 10 Lt ol 3k A7
FIWT . A S AN AT A 51 . HERR 2% 22 & R 5 80
B AL 25 v P IR O o S IE 25 SR T 5 S B,

1 IR IR o O NI [ 1 W

Ui (= o o = N | B T 7 A e e K [ W)
LigsLycsLogsLocs 3038 B R A5 ) B F

H O



% 64

B 2t 3 Sy o AR B A 787

G35 A . Al —M % 04 38 5 B E 0 0 2 (8. A TR
BeXF B3 5 BE A e X, 13BN L. (V.
AR SC = AR 4 5% B =R 3L ek
{H M AL BB AR A 0~10 % 18 Fl N AY 5 —
EH, BSREFFCRE— IR S, KR
Fc X B 1 351 B A B X 0. L k3 R R 1 36
(A 15 B E R 10 %0, X IT A B0 6 #0222 1)
ARS8 0 (- P . BD A A B R AY 1k 5 E (E
L Y90 100%), Z-score LA Z, Frn.

OB &M L, <Z <L, (8 L, <Z,
< Ly, ) HILE T 6 A7 B HF G, 13X B0 I 6 2 [6] B
FLZ40 Q(aE PHAZ 4 P(E Q).

QOWVGHEM:. Z, =L, (8 Z, < L, ) HItH
H %I W B A L

QIR & BA3C 5 H S H W45 24 [y 8w
&, AYALAES V, SCHNETRSE V., MLt
FFHERE, BB (V,—V,)/ Vi =L
WHEAT I 6, SR T2 HL4.

@58 A S5 - I At ) 2 B s — A
BIEHAE S |, i A A K i, W gk fT
5 i -

& 3 k48 BT OE 22 (600999, SH) F1 G K 4R 17
(601818. SH) WM& Z-score {H M FF O L3507, LU
Il B i 3 LR AC ) 12 i

- THeH
- T

Z-score
)

2010‘0920, ,\0120, ,‘05201 ,m?o;?\n,20;2‘0;0;2\0520,3‘0;”0; 3~o§o’ 3‘092014\01

B3 FEEEBAE
Fig.3 Opening and closing diagram

YLEA 4 [mI AR BRI AR U

OE &R, i+8 A XN Sharpe Ratio =
(E(R,)—R,)+ /252 /5,, E(R,) FREKMHL
T [ 42 %, o R4 DL H S 5 115 3 f 0k 2R
Fy R, EUHNEBAI TR F#; o, RRETE
HAEPRE 2, I T B H O A 00 b o 25 ok R
R PHESHREMR, R /0, T /252 145
AEAL LR,

O)ES-HNEE SRR €N T P =1
SO AR S 22 TS I, 2 BB sk it
. B4 BR T HEIES (600999, SH) A1 KR 1T
(601818. SHHAZ Zy WM iy s A sk K. Hor, Pyl
e R [l X 6] & A= 78 2012 4F 10 A & 2013 4E 2 A
fa] . 14 237 i SR .

O H K 325 H 3 20 aR 1) B
pNCIE S

@A 5 H: B ] 852 5 B, —IRIF &

7 SRR G - 23%

2010.02011-62017-2011- 20120 2012.,2012.,2015., 2015, 2015, 2014,

4 & XEHGAE

Fig. 4 Historical maximum recall

H— Y- B 275 MO — IR o)
O G IR AT H 55 5 M HLE.

2 TLIERIE

ASCLAR B ATl R 43 BB 2009-01-01~2013-
12-31 FOAR i B 5 A0 A0 B0 A S I 25 4R
2014-01-01~2018-12-31 & AR By H & AU &
ot e, A7k 5y bR e S IR MSCT KA 1) 4
BRAT oy 2K bn i, 2oy bR B L Tl A 3
ol 4 Fl L AT E S 2L BB YR . HORUE 2R A 1R B 4L
A VB R R R AE L 5 11 AT, AT AT A P
R AR A3 p R M A B S X R A AR 1 o, T
Wy Tl By BE R B SR RO B 2 i R AT
B AR BHOR VBEST REA TR Z . s L RE TR A
A7 B T XS B AR D s T AR S5 AT TEAT S
AR BEXT . T T A S DI TC XS A G B R T X
AT 36 56 i I L 45 1 () R B

xR1 BTUHBENABSHERGHE
Tab.1 Number of cointegration pairs and
partial cointegration pairs

PR 300 F5 5L F1E 500 $8 %k
e sm DV WA e WD
(RS T
R K B Rt

R 104 29 236 148
CREN S 0 0 0 0
5 HiL e 20 11 30 69
Tk 413 140 322 678
AR R\ 20 13 8 17
4 fl 325 99 2 6
Al 2% 116 37 228 154
B R 4 3 8 4
H 1 2% o 6 4 16 63
G B AR 102 33 256 241
L agr i 21 8 36 130

2.1 thEEER

AR SCAH 3L A2 X IR 300 48 B AT IE 500
FEBOIYAT b 0 B 9 I 5 4 LA 5 P 3 1 ) S X
JBE 43 ) SR H A 1k 458 4% 1R 9 SR R 1B 1 RN G Ok R A
PR B Fe AT R . PR R A5 19 B 235 51 49 S0 e A ) 3k
AEFEAT I, A 1k 458 A% e O A TG 1k f5 B
B e 0 A L B 15 10 % [ & 1k 4 0 s 1 19 1 =
ANHE X AT S AR i 6 B I



788 T EAFHARKFEFR % 50 &

Horr, IR 300 6 B0 17 M 13 e v BT A I R IR 126 3%, TERRARAL B B AR A2 5y KU i L il I
R BN 25 X ) SR R B AN % 2 B, AT, Al e R B Y AR AR WS 25 2R IR B T 56 00 . AL 1T
45 A S5 A 1 { TC X6 32 By A R AE ORS¢ v WA 4 1Y E AT 2060, 50 R R R R A AN Y. N E %
Rl b, ARCREAR T L AE DTSRI, Al kB FER A AT, Bt Ik B A i 48 Ak 13 Lh 3
e At 19 1 T %ot 3¢ B A5 A0 (AT 3 AR A A Lk 453455 D) 174, B[ 5E Ik 45080 B RO Ik 450 1 B 2 g v T
AR D3 B e KA 27 %6, 8T8 1k B A0 B A 0.08, HE=FZE. "I UL, Joi ARV (I 5 i 2
B [ 1k 450 B 0 1 (E AR AL CLL R 75 AR G 1k 45 B HEWARNAE LR, R IE BRI 3 300 45
B E (BB 3 B BEAR 130670 700, FRH Fe R UL C X AE 1 I k301 241 R IR S
[ 10 0 . A1 1k 4R AN 1E 45 B AR 53 31l f

x2 PRIOHMERMZZF=ANERILCIARA
Tab.2 Results of cointegration pairs trading in CSI 300
BRI FE Bz Sl 2R RHEREE DR AR X5 R KHHFE

AR5 1. 99 0. 60 1. 66 (0.13) (0. 40) 11.15 899. 79 157.32

IR W@k 1.75 0.54 1.65 0.1 0. 34) 13.81 899. 79 116. 10

Atk # 1,83 0.56 1.74 (0.10) €0.27) 10. 48 899.79 172. 32
- RiEfit 153 0.37 0.59 0.2 (1.0 4.45  1077.94  441.04

Mk Bk 1,06 0.25 0. 49 0.21) (0.76) 9.09 1077. 94 181.48

wALIEH 1,10 0.27 0.52 (0.20) 0.7D 10. 04 1077.94  181.56

[ii],'é'\%ll;_ﬁ]ﬁf\$1h4&ﬁ??%\miﬁiﬂﬁi1ﬁﬁ 100% , B L AR A B Ay 1. 38 5 WO B R IR, 38 5 R B A R TR L 38 o A3 1 B A7 oy
(R/P). T FEH.

A T A 7R 1% 6 B 5 )1 2 30 ) e AR — B g ML 25 5. FEN SR . S Dt 1k 408 B 550 1E 451 4
DG Ik A5 A5 AU B A g s e R RRTS S =3 e ik, e RUARLE . P st dse R MR 1 1500, B H e K IRl
L B H R KRS [ 158 AN 1458 43 5 A T REAR T 3065 5 (R B AUAR L, 72 D s e Kl
Lo 7% o Dy 52 g5 R [l Hacese — 3% 43 Wil 1 500 AR 700, R H e R ISR 1 00 i ity |, 4R 4k
30%. MW FNE I LM BE AT, 5 8 IR W s b B T 2%, SRt R AR AL AE DI 2R A Y
RUAHLE . St (h A B AR Al s $2 v 17 200, B AL AR 1. 92, B GE (R BB AU - 455
e LR T 0. 03, DI ] A B A R fA O AT B4R SR T 0. 14 A1 0. 13, S = . 7EIN
Vs B P BCE AR T A S KU, R AR EE L I, B R BB AN 1R R A T s R K [
BEAR T 32 S a4k, et k8 A B B e TR k4t AR 3020 LB H SR R MR 1 9005 5  E 1k i s
T TERRARAS G B ) R B . i f s E T BT Y RV 0 e R B REAR T 5%, HARKRAE LIk 25 2 0
L NIE B L SR IR AR Y. Al DL, AR R A5 A A R I ]

& 3 JBIR T HIE 500 5 £ b A Bl X 28 B AR A R Al b OREFRAT AU 25 BE ) RN L .

x3 HIESOHERMZZ=/TERLCIARA
Tab.3 Results of cointegration pairs trading in CSI 500

BRIZ R Bls AR B LR PHRKEHR JRRE 250 5K ZHHE

NI 2.60 0.78 1.79 (0. 14) (0. 45) 16. 09 897. 29 96. 79
YRl REElkd 2,32 0.70 1.78 0.12) (0.37) 20. 33 897. 29 70.17

AIER 2.36 0.72 1.92 0.11) (0. 30) 16. 49 897. 29 95. 85
o A 18T 0.47 0.68 0.30 (1.0  5.20  1044.83  343.07
W B R 1. 29 0.32 0.58 (0.22) (0.79) 11. 32 1044.83  132.92

BACIES 1,19 0. 30 0.58 0.21) (0.74) 11.47 1044.83  146.52

i L PSRRI g R AR R B AT, PRIREE N 3. 47 %0, AR Z-score KR
Jo. (EMEBEERLER., RIS RETLIERRME BN E, TECORBE. e Z-
(ELAY JE Al 35 B R, SR A (R AL score RIS B2 I 0945 21 10 d5 I 1k 45 B AN 1] 5 BT
B, (A5 B T LA R AR T X R U = AT R Y R A T 45 S 1A 6 TR,

W, MLBEVE AL fE AL, FLUC, AR SCHE Y e G 1k Y HI P 5 18 6 20 XK Al UL, A5 2014 4FAF R 2
BOE B E I H oG, WTRAESE— 2D BEAR 2015 4F B APAE E) B L T ORI R S — B
(] S L L, R R AR v SR A £ SO, IR Tk B ) e B BT B

P I 25 309 ) 3 30 A [0 00 & R % B g L, A Uity B A= BE T . 4R R UE SR 0y Bif 2 KR D% sl ik
TSI 1], AR % (A [ A DI 2R 0 AT BT R n RS ERAT I RS h /N 8 W), B B TR R
FIAE T B3 AT BT ARG . AR SC e B [ 0 v st 780 g4 . SO O o N S I N i <o S N N
W ZE 4R R IIE 25 (600999, SH) L K4 47 (601818. B, E T R U B RS B, T R R I
SH) PR BLZI S 09 . 2K Z-score TR A AF A UM ER L 1R A 2 1T DL AE 5 K
B 3 s, Wzs & 4 B, Y2015 3 0 & G ] 5 DT FA A R Sk AN Wt 2 M S . mT Dl %



% 64

B 2t 3 Sy o AR B A

789

AR Lk A R (R TR e U 25 RN e o 2 ) 4R F)
A BYAE DR E — IR 5 B9 JE b L, BB 08 A AT b
R LR
2.2 EBothEmXTEE

550 X [ (B AE 58 4 1 20 BRI RL, AR Scil
i TP 300 FEEATHAIE 500 38 8004700 % 43 e b
T30 0 VA P 1 1 %o B 2 A A Lk 98 1 A A R AL
JC 1145 BIR S ) e A0 B A8 LA M B 10 9% [ 2 ok i AG
e L B AE = BE XT38 5 A5 7 v (1) SR B O

PR 300 FEELAY AR LI AN 4 Frs. 124
HAN e 1R BB R (%) by 5B e K IR 28 %, R H
WKEHCHR 9%, = FH P EE. EEG LS
(] SRR 5 0K %) [) s e PG L 0 A 7Y %) A Al i 25
BF)55%, EXWEN 175, WH=FE TR
H. HApaE bl 28 R kA R4 690, B
AR R 300, RO IA . K Y A A R
S YN FEAR — 5 R 5 U0 25 0940 EL 30 i
AR (1] 0 % PR ARG b, H B O 1B AR AR A ) 3K 0
T RE R B LA PR, AR ), B 1 AR A T
T B IR AR T B B H B R AR T 3%, T
o KRR AR T 45 %0 . [A) B 3 05 4 A UL 25 2K 4 0
T A%, [ IERAALF SRR 2] T 2L A% 4 i RS

Z-score

- THE%
- TEO%
o]
2014 2015 2016 2017 2018 2019
5 KLEA Z-score KL IE R E

Fig.5 Z-score and optimal stop loss threshold in test period

x4

PR SR o (BT XU 92 o) A0 2 R i b 245 6 T A A
IR, b AT L, B L A IR 300 458K
PRI 5 30 43 B e P IR 8 o e 6 R 2 L Al 7 4 A5 7Y
A, TS A USRI i 2 A I 04 o e A
G-I N SN E T =8
5.

HiE 500 FE A M B A IR 5 FraR.  H A
gERAT UL, 5P 300 58 0l g R R IR, &K
P 1 A5 T80 58 [ R Qb A5URE R AN G R A R i . A
Wtk VB RN A By SR = s [ B AR
FHARW R VR, S 1k B AL G I s
B KRR 39 % . AR 25 % 65 %, 4FLE I 1L
R 1. 65, 3 4 8 R 1k 451 R AN 1k 4545 A [m]
FEAR T A% A 2%, Wstm T 620/ 4%, Bt
FEE T 0,12 F10.08. BRIz AN, 38 5 BRI A2
G R = W s . AR, B 1k
PR A BRI [ JOR 2 TH U 25 A9 R B A R . G
AR AR B XUBS: 48 R s i A ] R
KT 33%., BHRNEHMAZHHLH K B m T
139%. 52 1k 401 70 fi 3k 1) A 2 42 i) XU 1) 25
T (TR XU 4 i i 0 Fn 2L R BE 1 ¥ 68 T B
1E A,

0.6 4

0.4 4

ENTR AL
— EE A
— R

T T T T
2016 2017 2018 2019

L]
Boe MiXHA=/EEENLER
Fig. 6 Back test results in test period

T T
2014 2015

PR 300 EHBAMEBENZS=ARBLCERA

Tab.4 Results of partial cointegration pairs trading in CSI 300

BRI AFR Bigs  Efig R B R B HRKREM Dk ER LA R L5 R ZEHHE
AN R4 1.78 0.52 1.69 (0.10) (0.29) 19.78 918. 05 74. 94
YIZH BE ikt 1.68 0.49 1.65 0.10) (0. 30) 22.63 918.05 62.35
At b 1,87 0.55 1.75 (0.09) (0.28) 26.11 918. 05 56. 71
- A 002 0.0l 0.09 0.2 (1.25)  9.44  1089.02  268.55
WAk EEks 0,10 0.02 0.06 (0.16) (0. 84) 18.51 1089. 02 87.20
wEAIER  0.19 0.05 0.12 (0.16) (0.80) 26.51 1089. 02 58. 88
x5 HIESEHDBIMERMLS=ZHECEERNA
Tab.5 Results of partial cointegration pairs trading in CSI 500
MR 2R Bkas  Aibiiis e HE bR RHRKRE sk BRE L5 R LH R LHIE
NI 2. 40 0.61 1.57 (0.13) 0.41) 23. 64 1028. 97 84. 88
YIZH BERf 2,32 0.59 1.53 (0.12) (0.43) 28. 38 1028. 97 66. 34
AR 2.56 0. 65 1.65 0.12) (0.39) 32. 44 1028. 97 63.70
- A 030 0.07 0.20 0.25) .22 11,41 1058.94  241.50
WA e kB 0.34 0.08 0.16 0.18) 0.9 21.79 1058. 94 81. 40
AR 0.43 0.10 0.20 (0.18) (0.89) 29. 92 1058. 94 58. 90




790

T EAFHARKFEFR

% 50 %

ZEA LR AT UL . 5 Tl R T 6 R B A R B A
Eb o 50 0 T 4 T X6 JE 25 A 52 B A SR B i, X b ik
[30JM 45—, EAEMEI A e 25 | IR Bl
Eor U L B E B R KRB AN B, 5 Sk
[301MEEIEAHIETY. Mk, AR SOk — X5 &3 4
T e M A I S R [ A S AR 4T (601328, SHD , TR 4R AT
(601398. SH) ok H A& i B r= Az B4 i i id I
P A R A IS, S B SN A 3 A e A 1R
Rl 7.8 Fras. 40 UL L X3S B 45 A [a] 0 38 [A]
FEPAAE FEAT LT =05 1 Y 5 A

s
&
4
34
24
2009 2010 2011 2012 2013 2014
At
7 GERNESG
Fig.7 Share price in training period
e — ZET
— IR
74
64
&
=3
&,
4 4
34
2014 2015 2016 2017 2018 2019
E]
B8 Wi H M E &

Fig. 8 Share price in test period

S [ K S B AT A S U A Y
P X el > RIS HOE R d T AR 0 PR TR A8 B 3
RIS RIIAE G o0 Bl B A A T X e 5 A
B 5 ICHRE30 130 B A = AF I 2k 300 A~ 4 a4
FA L, 2% TLAF B9 I 5 D0 4k 2 S B800 X B 57 1 A
SEMERE I, B9 5 10 B T L, s
Z-score (H5 YN R 09 220 R . BN A TRE, X
2 FEOT AR B fe T S Ak 48 B E G K
A SR PE R 3 1t 2k

A A 7 ) 430 e B A 1 5 A Dt B B AL
Ui TR R RO RZ R TE I 2. 11 R 12 %)
FERT R, AR50 A BE AL E W0 > 720, 9. 1. 81X
L1 TR R et S N L S S I B P el
[, 302 3l DX 1] BA S 48 K. 50 o bip 4 I X 52 5 A5 R AR
L SV BEALIE AE S0 A7 A L RE LT A 0 20 Lo Bl
RV TR N A N T 58 I ) TS %o e 5 2 1 58 By ik
it v 52 B 22 B AL 56 8 0l SR B iy . DA T 5 20
AR 9T

Fig.

§ SN | NP || IR | NP R -
!
L. m
P T == LFen
-- rTe
- THE%
4 - TEA%
2009 2010 2011 2012 2013 2014
A
9 YIZHA Z-score B L ILIREHE
Fig.9 Z-score and optimal stop
loss threshold in training period
6
44
o 24

T T T v T T
2014 2015 2016 2017 2018 2019
A

B 10 X HY Z-score R R ILIRBE

10 Z-score and optimal stop loss threshold in test period

ﬁ 1.4
2
&8
1.2 4
1.0
2009 2010 2011 2012 2013 2014
A
11 ISR EIRE ML EE B
Fig. 11 Random walk in training period
4.0
3.5
# 3.0
a0
2
8
2.5
2.0
1.5+

T r T T T T
2014 2015 2016 2017 2018 2019
A

B 12 WK E AL EE
Fig. 12 Random walk in test period

IR — A it DAL A R e B A i AN R Sk



% 64

B 2t 3 Sy o AR B A 791

1.0
0.8
0.6
Lo
B3
0.4
0.2 -
BN 8
— EELREE
0.0 — A SR
2009 2010 2011 2012 2013 2014

A
13w s iR SR IR IR SE iR B AR E A, 2 E
o il % 1 5E R RS L
B 13 &GS =/1 Al E

Fig. 13  Benefits of three models in training period

0.6+
0.4
0.24
<l
=
0.04
Tk sy
0.2 — R
— Sk
2014 2015 2016 2017 2018 2019

A
B 14 Tk S A A 3

Fig. 14 Benefits of three models in test period
(30 T Bl 24 30 B3 L A< HE 44 BT 10 % L X JBE 52
Oy IBE SR b T AR SC I T A A AT T bl A
SERAE g e SR, A T X I 40 B S 2 B O
B 25 M R TR 22 B N E

AR A X AL A [ 0 ek A bk B R TR A 4 i gt
FroR oy UP AR OO 52 5 Bt 8 ¥ S A Ui s TC A B
SR BT a g £ o) AL E O e LA LR
HE Py 25 5 B0 1 1 X JBe 52 . AT o B R ofe A T 48 A
AR AR s FLUC, R A g R T AT B R
X P 0 A0 I 00, o ] 00 B (). R R AT 2% A
2\ Tick 2o i [ . e ik 3 8h 87 1 A% Jr 245 ]
I [ ) B, U SR R B, A AL kot fig
3t — 20 R AR RR @, F THEERY 0 8 1R 3 B

738k, i 13 A 14 AT L, A A DN N %
B TR0 AR SCHE B fe A0 Lk PR B AT 9K i 4 T
252 e AR WA R B AR A XU, E 8 7 A R B A A
FC P R O RR W SRR b, A R AR RS 5
SRS

3 #ig

AR S a8 AR SRk SR ik e X 52 By i 1k 40 A A
PCEE . 5 5 1L ORISR 5825% 7FF 8 e AE B (E
TEAF G Up R AT 43 Wp B TE X 2% A1 9 9P 8 300 45 8K
AIFRAIE 500 45 %0047 b 73 I v BEA T S UEAG: 56

SRR I S5 R R, AR SR A R A PR Y
HRAEAE Zy 18 (1 15 A0 TE A 52 By A AR 58 85 g 7K F 1Y
W i B S BE AT S R DU A Ok

AR S EEAL N =4 g%, 13
Tt AL AT 1L A B R 3 5 B A (R . JF L
SRR AR L 1 AR 10 = E R 22 5 R
BB, & B 1B 40 2% 1 B 32 S 0 A i O T X 32
5 FEAR R 5 2 K B IR 25 A BE Al o AT 8508 o UG
ARG, HUR, AR SCBR T AR 41 P 3% 4 0 16 I 55 X
WHI AT LA B P MR 56, 78 P [ BT
HREAT IRD G TE Ak X (R A L A R L
e . 5 H AT XT38 S fE A ik BRI 30 3k B A L
S T RT JL 44 L 3 3 3k 8 — 41 5 L 4 e x i 52 3
ATIRUEAN R, A SCHA) 52 UE G 56 9 S 5 1> 38 B0 11k
A0 T B I A A A T 6 B o 1 B EE X, R A A
PR ) B ZE T 3 2273 41, A5 A B AR M B i 2R
XF 3 1887 2, fifi Ml &% o B A IR A1,

ZE B AR A8 AL Bk T B 1k S i
L3 5y BAE . FEAE v E R R AT T I A T Y
frge. SLURSERFW, B e AL B B &L 1k
LR T DLAE EL AR Sl AN B M T 3
BB MIEE AR OC R, RENS M BN FE R R E
W g5 B A b A KOS, R T X DL 1) P
SEXFHEAT R IR A1, A SCIR K 4> P K B0 Ty ik AE R
FE 37 AT, OF AR 4 G 50 245 % 38 B ole i i
AR AR ) A AT T Y i A T 3 A A RS
Sy RBE . HWIF S8R Y A 1 40 X A8 5 v i e B

2 % LK (References)

[ 1] VIDYAMURTHY G. Pairs Trading: Quantitative
Methods and Analysis{ M]. Hoboken, NJ: Wiley, 2004.

[ 2 1JUREK ] W, YANG H. Dynamic portfolio selection in
arbitrage[ DB/OL]. [ 2020-02-01]. http://ssrn. com/
abstract=_882536.

[ 31 SONG Q, ZHANG Q. An optimal pairs-trading rule[]J].
Automatica, 2013, 49(10): 3007-3014.

[ 4 ] EKSTR E, LINDBERG C, TYSK J. Optimal liquidation
of a pairs trade[ C]// Advanced Mathematical Methods for
Finance. Berlin: Springer, 2011: 247-255.

[ 5 1 MUDCHANATONGSUK S, PRIMBS ] A, WONG W.
Optimal pairs trading: A stochastic control approach[ C]//
2008 American Control Conference. IEEE, 2008.
1035-1039.

[ 6 1] KUO K, LUU P, NGUYEN D, et al. Pairs trading: An
optimal selling rule[J]. Mathematical Control and Related
Fields, 2005, 5(3): 489-499.

[ 71 TIE J. ZHANG H, ZHANG Q. An optimal strategy for
pairs trading under geometric Brownian motions [ J J.
Journal of Optimization Theory and Applications, 2018,
179(2) . 654-675.

[81NGO M M, PHAM H. Optimal switching for pairs
trading rule: A viscosity solutions approach[ J]. Journal of
Mathematical Analysis and Applications, 2016, 441(1):
403-425.

[ 9] LARSSON S, LINDBERG C, WARFHEIMER M.
Optimal closing of a pair trade with a model containing
jumps[J]. Applications of Mathematics, 2013, 58 (3):
249-268.

[10] CARL L. Pairs trading with opportunity cost[J]. Journal
of Applied Probability. 2014, 51(1): 282-286

(11] %, MBS, ST mimsdi ik E AR tgE



792 T EAFHARKFEFR

% 50 %

MOFRL] M54, 2018, 172(2): 5-10.

[12] CHEN C W S, CHEN M, CHEN S Y. Pairs trading via
three-regime threshold autoregressive GARCH models
[C]// Modeling Dependence in Econometrics. Berlin:
Springer, 2014. 127-140.

[13] HUCK N. Pairs selection and outranking: An application
to the S&.P 100 index[]J]. European Journal of Operational
Research, 2009, 196(2): 819-825.

[14] HUCK N. Pairs trading and outranking: The multi-step-
ahead forecasting case[ J]. European Journal of Operational
Research, 2010, 207(3): 1702-1716.

[15] Je By, HeFd, kB, 2T LSTM Hige 45 i B,
SEMBERRMAR[]] P EBEEAR SR,
2018, 48(2):125-132.

(167 HCHs, dHes, 22, 55 ETFmi I BB AE
NEEC XA SR, A RS, 2017, 30(2) :148-160.

(17] BeFHF, X, 287, % WIS AR 55 &
HEE]]. RGR%5%50%, 2019, 39(7):1117-1141.

[18] ZHANG Q. Stock trading: An optimal selling rule[ J].
Mathematical Control and Related Fields, 2015, 5(3):
489-499.

[19] LINDBERG C. Pairs trading with opportunity cost[]J].
Journal of Applied Probability, 2014, 51(1): 282-286.

[20] MR, 36T 8 & 816 5 10 48 08 R 41 A 8 g o g
(1. R THEME 59K, 2013, 33(10):2645-2653.

(217 sk, MO, Z2RAE. FIR G /N I I 4% st 4% 35 3 %t
WECEM W BETELI]. &R 5 TR %k, 2010, 25(1);
43-49.

[22] HUANG C F, LI H C. An evolutionary method for
financial forecasting in microscopic high-speed trading
environment [ J ].  Computational
Neuroscience, 2017, 2017, 1-18.

[23] HUANG C F, LINC H. CHEN P C. et al. An improved
genetic-based forecasting model for high-speed trading
[C]// 2017 International Conference on Applied System
Innovation. TEEE, 2017. 1904-1907.

[24] CLAVERIA O, MONTE E, TORRA S. Evolutionary

Intelligence  and

computation for macroeconomic forecasting [ ] .
Computational Economics, 2017, 53(2): 833-849.

[25] CLAVERIA O, MONTE E, TORRA S. Tracking
economic growth by evolving expectations via genetic
programming: A two-step approach [ R]. Barcelona,
Spain: The Research Institute of Applied Economics
(IREA), 2018.

[26] SAKS P, MARINGER D. Genetic programming in
statistical arbitrage [ CJ// Applications of Evolutionary
Computing. Berlin: Springer, 2008. 73-82.

[27] HUANG C F, HSU C J, CHEN C C, et al. An
intelligent model for pairs trading using genetic algorithms
[ C]J// Computational Intelligence and Neuroscience.
London: Hindawi Publishing Corporation, 2015;: Article
ID 939606.

[28] CALDEIRA J F, MOURA G V. Selection of a portfolio of
pairs based on cointegration: A statistical arbitrage
strategy| J]. Brazilian Rev Finance, 2013, 11: 49-80.

[29] JACOBS H, WEBER M. On the determinants of pairs
trading profitability [ J]. Journal of Financial Markets,
2015, 23: 75-97.

[30] CLEGG M, KRAUSS C. Pairs trading with partial
cointegration[ ] ]. Quantitative Finance, 2018, 18 (1):
121-138.

[31] HOLLAND J H. Adaptation in natural and artificial
systems[J]. Ann Arbor, 1992, 6(2): 126-137.

[32] ENGLE R F, GRANGER C W ]J. Co-integration and error
correction: Representation, estimation, and testing [ ] ].
Econometrica: Journal of the Econometric Society, 1987,
55(2) . 251-276.

[33] JOHANSEN S. Statistical analysis of cointegration vectors
[J]. Journal of Economic Dynamics and Control, 1988, 12
(2-3): 231-254.

[34] HUCK N, AFAWUBO K. Pairs trading and selection
methods: Is cointegration superior? [ J]. Appl Econ,
2015, 47: 599-613.



