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Abstract

This study attempt to find the stock price trend based on the rule-based wave
theory. As we review technical analysis of the recent study, found that most research
emphasize the technical indicators, but-few used stock price patterns as the basis for trend
analysis. Elliott Wave Theory is one of the most.important theories which stresses the
stock price variation with certain regularity and consists eight-wave combination to complete
stock market cycle. Therefore, .if the entire stock market trend could be effectively
expressed by those waves combination, investors could get higher returns and lower

risks as long as can catch the trend pattern.

This study is based on Hung’s N-wave technical indicator (2009 ) , and further
tries to improve the accuracy by verifying the method of extracting N-shaped wave. In
addition, we redefine the variables to improve the model’s efficiency, and then use
fewer variables to achieve the better results.

In this study, the data are collected from daily TAIEX between 7th Feb.1987 to
6th Feb. 2009. This study performed two experiments: the first experiment is to
compare the method of extracting N-type waves between our method and Hung’s. The
result shows that our method which employed Elliott Wave characteristic rules are
better, both on accuracy and profitability. The second experiment is to compare the
result of our methodology and Hung’s. We conclude that we only use 26 parameters
(Hung used 58 parameters) can be describe the N-type wave, and accuracy and
profitability in both of which have shown superior.

Keywords: Technical Analysis~Elliott Wave Theory~Back-Propagation Neural Network
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