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cance of the reversal deperfds on where prices are in the general

trend structure. (See Figure 4.23c. )
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Volume is More Important on the Upside. Volume should generally
increase in the direction of the market trend and is an important
confirming factor in the completion of all price p:;tterns. The
completion of each pattern should be accompanied by a notice- 5 .
able increase in volume. However, in the early stages of a trend ﬁ}l@?fiﬂ e “% (n{fg\\};{mz
reversal, volume is not as important at market tops. Markets ha\crle a g ﬂx%?fskﬁz v
way of “falling of their own weight” once a bear move gets un der- .* i i
way. Chartists like to see an increase in trading activity as prices fﬁ\%’? #%3”%‘/9\7‘6 ‘AL {WJ,
drop, but it is not critical. At bottoms, however, the volume pick- | ﬁ '/’1% 7 ;i
up is absolutely essential. If the volume pattern does not show a . B e
significant increase during the upside price breakout, the entire jﬁl%’fﬂ?, 1X'g A\ T5 9
price pattern should be questioned. We will be taking a more in- N

i (IR
depth look at volume in Chapter 7.
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Figure 5.1a Example of a head and shoulders top. The left and right
shoulders (A and E) are at about the same height. The head (C) is higher
than either shoulder. Notice the lighter volume on each peak. The pattern is
completed on a close under the neckline (line 2). The minimum objective is
the vertical distance from the head to the neckline projected downward from
the breaking of the neckline. A return move will often occur back to the neck-
line, which should not recross the neckline once it has been broken.
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2. BEEE—HRELNK, FltN, 50000, BEzD),. .., £(5000),
3. EEIAERESERNEES . BItAEAE. PUH. ZKE....FF
XS I NEEBKA, B, zq,..., ey AE 22— ELEIREN EBIFHIHHEE,

6.3 White's Reality Check
BE R
o White (2000), A Reality Check for Data Snooping, Econometrica

e Sullivan, R., Timmermann, A., & White, H. (1999). Data-Snooping, Technical
Trading Rule Performance, and the Bootstrap. The Journal of Finance, 54(5),
1647-1691.

« Aronson, D. (2006). Evidence-Based Technical Analysis: Applying the
Scientific Method and Statistical Inference to Trading Signals (1st edition).
Wiley.
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AR MRE LA TEREES, BARTEELTUNENNREHI RS BETREZN
ERIES. BIa0 @ NRXEEER— RS | 70%BIBT{EIE, 30%MBTEIZE 6, thElE—
NEYE R _EIR7:SHUBE R Fo X ERBESSPR EEFENIRY, BE—1LANTZH, T
ARIRER EENIER,

o ATHBDXNTM, AIUMITHNASRRERERFIESE, RA :
o FRaw = %Z?:l R;,

o ERandorn — Z-Pi: Long ERaw - ZPZ: Short ERaw

Si= > RY- Y RY

P;=long P,=short

2 2

S= > R”- Y RY
P;=long P,=short

P;=long P,=short
1 < 1< 1<
b b
ES) =52 5= > po R 52 R
b=1 P;=long b=1 P,=short b=1
- ERaw Z ERraw
P;=long P,=short

o Strategy return =) ,_ Long T%i — Y P— Short i
o Corrected Strategy return = > p_ ;. (Ri — ERaw ) —

ZPF Short (B2 — ERaw )

o BXfFE, XMRIRNEIMARERR, Z—AHEH, MRBIHHELHA, HFKE7:3LE
LT, K EBAIUBERE—TRE
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711803 : ZFELIE overfitting, ZEIF{RIR selection bias

o Bias: FBizRIERRIL (functional form). LEAISEFRERNEIELA MR, RIS T &IEEE.
K& underfit.

« Variance: BEEUEREHANIZREBRIRIARNERANGER. IS overfit
e Irreducible error: BENIRZE
"TRIE"MERRIR KRR EE—EE
FEREEF'AF". "RE'NIRER, ASFHEAZEZENEH(ERRIR):
o FETHUIZIREIE, S8 IR T B SRR R
o MUXZBZWEE, FERINIRE, AFHEHEN—ED
B+
 p-hacking. p = Prob(|X| > z | Ho)
o IB|MplEBEBLTF?

o Harvey et al. (2016) XMHETE2~2.57MXZHE, BT 2.57~314MXEH
B. 1Bt=2.57 B9 pEKLY7£0.01, t=3.14K9pfEK£90.002.

o WELREIR, At LFKiH, 2~2.57HNERBENHE2.57~3 14N EHBE505F
Xt. {BSEFRH, 2.57~3.14 X ES TN HEMHE.

o ATEXEENNHE@): KEHET, L0041, RE#LIHELE, IHEIpEER,
T ES

7.2 BRR B

7.21 AN ERM: Train, Validation, Test
EE—ARIE, IBILEIER, HERBSCIRE(EZ a0, MERBIFUNEE 113#1THIER.

=1 BB IR, BEEIRE,

=2: B—E D EIED Fiftest, FEtrain E{hIHHR MERY, HLaI— DM — 1N IEL M
89, fEtest LM, BEFNEHEIE

=3 [ Ftrain EGIHER, Ftest EMINEZAEMNER, [IFHMHE TR, AR
Z,
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784 JRESEIMXMBER | EXARLSHEE, SRERMLHITEHRNEZEE,
N ? AARINNTEAREZIEE (HEF—MREBEZhyperparameter) B9BHME, A
HB3BhyperparameterfEtest L3 BIE T . HERW, XM &EFEIhyperparameterg?E
test set LRIFHY, R —MMERNRTFN,

17 55: tLBYHE training seti#—4 93 A% reduced training # validation, 7E reduced
training Ef&IT1REY, 7E validation LEFRRFIAB. AEBENBFAER training &
BAEITHREE, HA test WEUERIT(HIR BT R IS BYEUE LRV T,

HHERIME R

o DHHIRE

o BEIFTIRVR S
T REBHERYE R

o DTRIENS? AN, data generating process B EE? Adaptive Market
Hypothesis? Lo (2004)

o 1EMELEAXIE
o L{AI#Y%EE train, validation, test?

7.2.2 B E #RGTHETE

7.2.2.1 White's Reality Check adjusted for Selection Bias

RITEEREER RIgHNE21REE, 10T ZH. mTEEHNEPRERERI=1%,
R2=2%.

IMIEEIRFEERR?2, n)fl: 2% X MNMREREE EE? WalFEselection bias?
1. MR EREIBHMEE. b, SRR /R ER: 1,3,3,5,3,2,4,4,6,91.

2. HEERRERUER R DR EEIIER], R2(HO: [RIRIGE RIS EFFIRIEER
0), HEREENSE, LM ITELERN R1* = 0.8%, R2* = 1.2%

3. RERAWBMHMERRRSE, BBl R2* =1.2%
4. EEWB1-31BZ R, LA, 50008, XiE1F3) T R AR BI9ENMED
5. HR2=2%EX TN HHBIpE.

7.2.2.2 Family-wise error rate, False discovery rate (FDR), False discovery
proportion (FDP)
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BZEXH: A)Il,%F.(2020), ( BFIA: HE5RE)

HO #% HOE4 ISyl
HO & TO F1 TO+F1=S0
HO & FO T FO+T1=S1
bSE TO+FO=S-R F1+T1=R S0+S1=S

Family-wise error rate:
PI‘(Fl > ].)

IR IR R R FAIEER. White's Reality Check.
False Discovery Rate (FDR):

E[F1/R]

ZEHIFEIR R ME FAILEBI. Benjemini and Hochberg (1995), Benjamini and Yekutieli
(2001)

False Discovery Proportion (FDP):
Pr(Fi/R > )

FEIRLEBIARFyBIBEE. Romano and Wolf (2007), Romano, Shaikh, Wolf (2008),
Chordia et al. (2020)

#xabh: Farcomeni (2008), Romano, Shaikh, Wolf (2008)

7.2 3 1RFMRRZE | BitES(XERXRET......)
B, BitESNERK:

Pr(Observation | Hy) x Pr(Hy)

Prob(Hy | Observation) = Pr(Observation)

HAIELE X DBZProb(H, | Observation). BlfEp = Prob(Observation | Hy)
B/, BRRINPr(Ho ) AS B A (RS A ORI REBEK), MMpEFEINEICTAR &
B,
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Head et al. (2009) A B —LERER S EHFIT()IIKERE??), BIHIEX
BERE. BEEAEPr(H))ES.
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