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Study on K-line Patterns’ Profitability Based on Similarity Match and Clustering

LV Tao HAO Yong-tao

(College of Electronics and Information Engineering, Tongji University,Shanghai 200092, China)
Abstract K-line pattern is the most popular technical analysis method for short term stock investment. However, there
are some disputes about the K-line patterns’ profitability in academia. To resolve the debate, this paper used the method
of pattern recognition, pattern clustering and pattern knowledge mining to study the profitability of K-line patterns.
Therefore, firstly, the similarity match model was proposed for solving the problem of similarity match of K-line pat-
tern. Secondly, the nearest neighbor-clustering algorithm was proposed for solving the problem of clustering of K-line
pattern. Finally, the measurement model of K-line pattern’s profitability was defined for measuring the profitability of a
K-line pattern’s different shapes. In the experiment. the profitability of three white soldiers pattern and three black
crows pattern was analyzed with the testing dataset of the K-line series data of Shanghai 180 index component stocks
over the latest 11 years. Experimental results show that the main reason for the debate is that the profitability of one
pattern varies a great deal for different shapes and they are even opposite at sometimes. There is a need to further classi-
fy each of the existing K-line patterns based on the shape feature and give their strict mathematical definitions for im-

proving the profitability and resolving the disputes.
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Table 1 Experimental results of TWS

Qm Q() Ql QZ QS Qfl QS Q6 Q7 Q8

! [Qm| 818 129 69 29 28 24 21 19 18
1 0.48 0.46 0.62 0.48 0.46 0.54 0.57 0.74 0.50
2 0.52 0.55 0.52 0.59 0.54 0.54 0.52 0.63 0.44
3 0.51 0.58 0.57 0.41 0.50 0.58 0.43 0.53 0.44
4 0.49 0.54 0.54 0.48 0.57 0.50 0.43 0.58 0.50
5 P 0.50 0.47 0.52 0.55 0.61 0.54 0.48 0.53 0.39
6 0.49 0.51 0.51 0.59 0.54 0.46 0.48 0.53 0.44

(Ef'>0)

7 ’ 0.51 0.55 0.51 0.62 0.54 0.54 0.57 0.74 0.56
8 0.51 0.55 0.54 0.69 0.50 0.50 0.57 0.68 0.56
9 0.52 0.62 0.52 0.66 0.50 0.54 0.67 0.68 0.39
10 0.52 0.58 0.51 0.62 0.54 0.50 0.57 0.68 0.44
pp=10 0.60 0.80 0.80 1.00 0.70 0.60 0.60 0.60 1.00

R H.Q Fakh 818 4~ TWS A s, H Py
H0.6,% W TWS BEX7E 10 H R & A B — M. 541,
VY f€[1,10],P(ES>0)~0.5, %W TWS X R — 16
Hillcss o IE S R BE R R EAR Y S, X — PR

TWS B BLANRE ST — M, X R AR T T K LA A fE
FIETTAN 77 A e SRR AR SR . PR B R X TWS B Bk A7
=W, W TWS BT REZF NK T TUE
H:DQ,Q M Q LI T EAFHIHARES, I P, HTE 0.8
PLEs2)Q.Q M Q RILM iy B AIRE 1 — L, BATHY P, AL
1E0.5~0.6 ZIH;3)Q° KM TH M B A AE S, H P AL
H 0.2,
R H QM Q MB A BE I HEAT X HL A 5 FR .

Bl 5 LA . Q1 I QF B Z R RE O B AR A S Herh Q7 i 1]
FIEM AR, Q" Bim T Al i, L 1 WEREN . AFES
i TWS B2 i BRI BE 0 Y 22 33K AT B A U F K &
A5 378 R BE 7 B T 43 47

e «Q @

i

056

i Q60

# 55,

iy

o s
045+
.40

0354

130 +

1 2 10

Y el
K5 Q QW& AHE I X L
Fig.5 Comparison of profitability between Q7 and Q
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Table 2 Experimental results of TBC

f Q" QO Ql QZ Qo’ QL QS QG Q? Q8

Q™| 339 24 16 15 15 15 12 9 9
1 0.38 0.54 0.56 0.40 0.47 0.33 0.44 0.22 0.44
2 0.45 0.46 0.63 0.33 0.53 0.50 0.67 0.44 0.78
3 0.45 0.46 0.56 0.33 0.67 0.75 0.22 0.33 0.89
4 0.48 0.42 0.50 0.60 0.80 0.75 0.33 0.44 0.78
5 p 0.47 0.42 0.44 0.47 0.87 0.75 0.22 0.44 0.56
6 0.48 0.42 0.44 0.60 0.80 0.83 0.33 0.56 0.44

(EP=>0)

7 0.49 0.42 0.56 0.60 0.73 0.83 0.33 0.56 0.33
8 0.49 0.50 0.56 0.60 0.80 0.67 0.33 0.56 0.56
9 0.50 0.50 0.63 0.53 0.80 0.67 0.67 0.56 0.33
10 0.52 0.42 0.50 0.53 0.73 0.75 0.56 0.67 0.44
pp=10 0.10 0.10 0.60 0.60 0.90 0.80 0.30 0.50 0.50
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