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Abstract

The idea of value investment strategy came from Benjamin Graham, he believed
that investors should buy stocks with higher book-to-market (B/M) ratio. Piotroski
(2000) chose nine fundamental-based signals as an aggregate signal measure,
F_Score, and showed that a portfolio with higher F_Score outperformed a portfolio
with higher B/M ratio. This study, based on Piotroski’s (2000) F_Score, is amend as
the “H_Score” stock selection strategy to consider the environment of Taiwan stock
market with additional variance of cash flow and corporate governance. We also
expect that the H_Score stock selection strategy outperforms F_Score stock selection
strategy. It also uses three technical indicators: KD, MACD, and RSI as the base of
H_Score stock selection strategy manipulation. The result shows that H_Score stock
selection strategy is a good strategy for long-term investment, which has higher return
and lower volatility. However, our study also show that technical analysis can’t
improve the return of H_Score stock selection strategy. The reason might include:

1. Technical analysis is more effective in short-term investment, so when we use it
in long-term investment, technical analysis couldn’t improve the performance.

2. H_Score stock selection strategy not only selects financially strong firms by
fundamental-based signals but also selects firms with high B/M ratio, so using
technical analysis as the base of this strategy’s manipulation cannot improve the
performance.

Keywords: Value Investment Strategy, High B/M Ratio, F_Score, Technical Analysis,
H_Score.
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3% 2 5 F_Score £ —FPHIHRIIR o fi5% 2 n]LAEH » F_Score /5% DRI HE
HREEASN A ( 5 50 1580 ) AR - (HHZERE e s iR
PRI HAZEAE 2 38.60% RFA M & FHE 72 19.02% ©

%3~ F_Score f5A7 AE/RTHiR

0050 F_Score RN
T 25.39% 36.96% 11.57%
FEE 27.69% 52.76% 43.27%
ALY 7.66% 27.84% 18.72%

7% 3 1% F_Score £ AEAYIHRIMIR o th2 3 nJLIFEH > F_Score ZERL RIS
JR#g A R e S B BT e e A s (HZP T B R A A R i AR
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H_Score
4~ H_Score K5 — A
0050 H_Score RN
PR 12.25% 21.01% 8.77%
e 21.04% 26.99% 14.22%
AL 4.43% 7.28% 2.02%

7% 4 % H_Score i3 — MR - H15% 4 A[LUEH - #E2K H_Score 7P
PRI 21.01 %378 A F_Score o ¥ 21.68% > 1H H_Score £ —H-414
R BEHEE 26.99% A1 F_Score FA — M =R < ASHE 7 38.60% 1K »
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B H_Score F#AT — MR EEAR I R F_Score » {H H_Score fAHHELRAMENEE
b HAR, % F_Score &5 > HLIMBHAR 7RI -

%5~ H_Score £ AR/ LTI

0050 H_Score TR
T 25.39% 48.20% 22.80%
e 27.69% 41.37% 23.63%
SR 7.66% 17.11% 5.58%

7% 5 £ H_Score £ AR - dize S vTPIEH > H_Score £ 4
Z APV 48.20% K ME SR F_Score o 747 —AFAP I 36.96% H. H_Score
R AR YRR 2 AFHE 7 41.37% MR F_Score A7 ZAFE M= FEHE
72 52.76% > B~ H_Score FA _AF 2 #fi A i F_Score =iHiEF% > H H_Score
ZPFEEIREL F_Score fHK

(=)~ /S
7< 6 ~ F_Score sz H_Score 7RI
Score Fra M [ AR RN
1Y 21.68% 9.43%
F_Score
2Y 36.96% 11.57%
1Y 21.01% 8.77%
H_Score
2Y 48.20% 22.80%

fEZR H_Score FFAH—4F Z A= MBS - S BB F_Score £ —
PR - B H_Score Z AEHEAEARE F_Score K 7312 » MURMERIAE—1F
T » H_Score ZIFEIPEEEG F_Score © 7EFFAT —AE N » H_Score A58 R MEE
b AR o ERIREr A F_Score » H. H_Score & ZFH#RIIAS KR F_Score
PGB MEIRER F_Score %K 0 BEUR H_Score S TRIS B — SR L &R
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¢ 7~ F_Score k2 H_Score <p:fliifi i .2 Y %RIMNR

Score FrAMAM | JSaaHE | RSN | R AR | Y AR

F Score 1Y 21.68% 9.43% 13.84% 5.05%

2Y 36.96% 11.57% 18.18% -9.89%

H Score 1Y 21.01% 8.77% 5.61% 11.92%

2Y 48.20% | 22.80% 25.01% 22.03%

o R AT SAHRR PR E
(—)~ EERST
7 8 ~ H_Score AT —AFEER T — [AnHRI
Variable Coefficient  Std. Error t-Statistic Prob.
C 0.228265 0.00639 35.72447 0

H_FF% 3.95E-05  0.008871  0.004456 0.9964

H_E -0.038209  0.010387  -3.67839 0.0002

H_ffigg R 0.036102  0.010751  3.358073 0.0008

H_& e -0.012662  0.013151  -0.962849 0.3357

H_JRe SROBE A 4 0.000849  0.011859  0.071588 0.9429

H_yiihEb 0.0213 0.013997  1.521681 0.1281

H_HE)ELR -0.020043  0.013515  -1.483078 0.1381

H_&fiHEE*= 0.000674 0.01177 0.057303 0.9543

H_JEIBOR G 0.000597  0.008836  0.067569 0.9461

H_fEfR R -0.013759  0.010575  -1.301126 0.1933

H_Hi<pEidR -0.017777  0.00994  -1.788508 0.0737

H_iHBEEisE 0.011762 0.0095 1.238123 0.2157

H g0 7.35E-05  0.007464  0.00985 0.9921

H_ i Frf 0.000777  0.007523  0.103262 0.9178

H_ERE -0.007329  0.006799  -1.077992 0.2811
R-squared 0.005525 Mean dependent var 0.214444
Adjusted R-squared 0.003136 S.D. dependent var 0.254896
S.E. of regression 0.254496 Akaike info criterion 0.103491
Sum squared resid 404.4136 Schwarz criterion 0.120723
Log likelihood -307.9282 Hannan-Quinn criter. 0.109463
F-statistic 2.312472 Durbin-Watson stat 0.013956

Prob ( F-statistic ) 0.002778
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2% 8 1§ H_Score FiA — [ daehi w0 AT » FHEERATLUGH - s
FlzR ~ fliam R OSSR AR SRR - RE BRI - (@5t
FRRE I8 RIRERY © S3oh > HUEsem R ~ H_ gk ~ H_SREhIEaR « H_AEkT

B 988y B A S
L BBy [_,[B/‘\ 2 H

FEIT RIS R > BURNE BT RS
5B | SRRt g

e — =i N1
s -
7% 9 ~ H_Score £ AT - [
Variable Coefficient Std. Error t-Statistic Prob.
C 0.51514 0.010102 50.99269 0
H_FH3# 3.41E-03 0.014354 0.237844 0.812
H_E 6 -0.034667  0.017149  -2.021537 0.0433
H_ffigs R 0.021582 0.017643 1.223278 0.2213
H_% e -0.001639  0.021369  -0.076702 0.9389
H_oMELSE MR -0.012855  0.019118  -0.672422 0.5013
H_yiihEbs 0.040013 0.022568 1.772952 0.0763
H_EEE# -0.023836  0.021764  -1.095205 0.2735
H_&fiHEE*= 0.005124 0.019038 0.269127 0.7878
H_EBORFGEESR  -0.004072  0.014208  -0.286585 0.7744
H_fEfR R -0.042637  0.017085  -2.495563 0.0126
H_Bi g s -0.026413  0.016165  -1.633945 0.1023
H_i H R BLERE 0.011895 0.015226  0.781274 0.4347
H_H4te -3.91E-04  0.011947  -0.032751 0.9739
H_F i Frf -0.015018  0.012115  -1.239548 0.2152
H_3ERE -0.02103 0.01095 -1.920593 0.0548
R-squared 0.006563 Mean dependent var 0.478172
Adjusted R-squared 0.003863 S.D. dependent var 0.384718
S.E. of regression 0.383975 Akaike info criterion 0.926406
Sum squared resid 813.8498 Schwarz criterion 0.945536
Log likelihood -2548.291 Hannan-Quinn criter. 0.933076
F-statistic 2.430972 Durbin-Watson stat 0.015201
Prob ( F-statistic ) 0.001554
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2 11 5% H_Score £73 UG AHBTERE  FIAK A DUG!H - Bilgk
4-17 AN > - FH B E AR B R A — R e IR EEATRANY > RURIE SR
B FERE B R & A AAERMERR % BT B fa i B R B 2 B 3 S A
5 °

= AT RIS R
(—) ~ AT

7% 12 ~ H_Score — B HERFT Y25 AR
FEA R 0050 [EUIATRMN FRAEGRAN Youlini aari i Y e A

YRR 7.23%  16.06%  8.84% 6.41% 11.26%
—AF .

FEHESE 18 97% 26.20%  14.45% 15.48% 14.69%
. HIBIPE 15.09% 34.52% 19.43% 22.58% 15.47%
Al

FEHESE 23 80% 36.76%  20.81% 31.47% 11.25%

2 12 1% H_Score S RME A R R UM < R AT R —4F
K R EE RN L 7P S RS SATHE 22 o FRANR A DU H - ARSI AT T
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S 2P R o JRE SN T H_Score SRS B & R IR &
[Hgo
7% 13 ~ H_Score - KD #7% Sl 22 A M
i B 0050  J5 A5kl EEAEELR I POl FT AR AR Vil 1 A e
R 6.33% 10.30%  3.96% -2.17% 10.10%
—4E .
FHES 10.47% 28.87% 30.49% 22.99% 38.33%
R 9.51% 24.84% 15.33% 21.75% 6.76%
wE FEUETE 24.86% 38.32% 36.71% 42.34% 40.29%

2% 13 5% H_Score 322k At ) KD $5 2 ot  RASHIN 0 AT A — 4 S R AF
SRR 2 PR S AHE A - R FT DA AE5E ] 7 KD & it 2 %
NEEREE (B 50 #5850 8 H_Score HEIRETRIS & PHIMMI i R AT 7
BLORMS < A ERIR R BEUR PR KD el Fi A e B e B o TR G o )
BT A SRR AR G IR -

7% 14 155 H_Score 3[Rl E ] MACD 8 & SRS < IRSFSERNMAT R — 47 )
A7 SRR A PRI R R A o FRAER AT DUE Y - A58 7 MACD #&¢#&
SR % » AMEREE (5 50 F530) B H_Score 338 SR 1~ Syl Hr i
R AT PR T B LEE ] 7 KD Besokiis s (. -
1B H_Score [ SRISHRIR HA R HIRME L B AR - (B8 2L SRl < FF
AN S -

7% 14 ~ H_Score - MACD 5 il AT

G A 0050  JSEAGHRIN FEAECERIN VR0 F e A A o ndl 22 e A
B MR 4.46% 7.01%  2.55% -3.15% 8.25%
¥ FEHESS  985% 24.95% 21.44% 14.65% 27.18%
R 7.38% 17.84%  10.46% 7.59% 10.64%
i REHESE 12.18% 31.11%  23.84% 26.69% 27.44%

7% 15 ~ H_Score — RST #5275 i SR R

FiA AR 0050  JEAEERI FEHAETER I YRRttt P A Vs ahi P2 e AR N
B 0.74%  5.14%  4.40% 1.10% 7.70%
—E i
FEHESE 7 14%  20.67% 19.38% 9.84% 26.85%
YRR 8.74% 13.94%  5.20% 6.64% 0.12%
[oEES

FEHESE  830% 30.50% 32.95% 37.66% 37.00%
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% 15 £ H_Score SEISRISIER RS #2000 2 SRR A TR — 4 K
o PRHRINZ A R M - P TLU ] » A5 T RSTEESfe 2.
o FAT RN AR LT T MACD HE2ofsus i 2 AR
FiEG + M HLIGURLE R A 7B MACD REZE56NG 2 T SM AL
AR 17 H_Score SRS WIS » BEURHIE RST H2sfis 2 Hilos
IR MACD 320550 2 HRH -

2% 16 £% H_Score 3B SRIESE T KD or MACD # &5kl & TSR oA H5 G
— AT S AT SRR RN o A R S AEHE 7 o AR AT LAE Y » AE5#EH T KD or
MACD &SNS 1% NE B R — B R W PRI RN B R
P A MG AR HATHEZE N EUR IR BRI > BURHGEH T iR R i e s 7%
BRIEAMEMERRT S G NR - H B & 1S 2 ma i femky
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2% 16 ~ H_Score — KD or MACD & 5 R R

FiA AR 0050 [ LRFRIN & A Vil i A el £ e AR
HEIPE 4.52% 7.92%  3.40% -3.96% 10.75%
—E -
FI¥EZE 8 75% 36.83% 34.27% 17.47% 46.92%
. YRR 7.49% 14.99%  7.51% 5.42% 6.64%
Al
FESESE 16.72% 39.84% 35.87% 29.33% 50.17%

7% 17 £ H_Score #ERESRIEE A KD or RS #& Sl < RS AT —4F
K EE MR L 7P SRR S AHE 22 o AR FHSERGIRELER 16 AL > BURH
M T ARSI P I R e T T P B o R -

% 18 5 H_Score SEJLTRIESE ] MACD or RSI #Y& SIS & SR AT H A
— S W AT RN i PRI R RS HE A2 o RS eSS EF 4-23 AHLL -
BEURHE T AR TP o P& SR S AR TP A o R -

2% 17 ~ H_Score — KD or RSI #& Selig% Z A

FiA AR 0050 [ LA P R b P e e I YRVl 122 6 A
HEPX  6.96% 9.33%  2.38% -4.06% 8.82%
—E i
FEHESE 10.41% 25.01%  25.95% 18.03% 32.96%
B 9.60% 21.16% 11.56% 15.94% 2.63%
[oEES

FEHESE 24 97% 36.64% 35.89% 41.85% 37.96%
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2% 18 ~ H_Score — MACD or RSI #¢& Sl ZFE

FrE A 0050  [5LAA R R AE RN Yol AT AR Vit p e A
R 3.88%  7.14%  3.25% 1.85% 4.66%

o FOHESE 829% 21.92% 17.37% 12.45% 22.77%
R 8.00% 17.33%  9.32% 9.54% 4.57%

e FEHETE  11.88% 32.26%  26.46% 30.36% 28.39%

(7~ AP
2% 19 + H_Score SIS & B /T Hs 2 M — R

R AL 0050 R AAERIN EEEEERIN YR B AR I Jspal T e A
e R 7.23%  16.06%  8.84% 6.41% 11.26%
BHIESRT .

FEAETE 18.97% 2620%  14.45% 15.48% 14.69%
W= 6.33%  10.30%  3.96% 2.17% 10.10%
KD
FEHETE 10.47% 28.87%  30.49% 22.99% 38.33%
W= 4.46%  7.01%  2.55% -3.15% 8.25%
MACD \
FIAESS 9859, 24.95% 21.44% 14.65% 27.18%
WEIE 0.74%  5.14%  4.40% 1.10% 7.70%
RSI
FEAETE 7 14%  20.67%  19.38% 9.84% 26.85%
= 4.52%  7.92%  3.40% -3.96% 10.75%
KD or MACD
HIAESS 8 75% 36.83% 34.27% 17.47% 46.92%
W= 6.96% 9.33%  2.38% -4.06% 8.82%
KD oe RSI .
FESETE 10.41% 25.01%  25.95% 18.03% 32.96%
IR 3.88% 7.14%  3.25% 1.85% 4.66%
MACD or RSI
FESETE 8209, 21.92%  17.37% 12.45% 22.77%

2% 19 1% H_Score 35 SN 2T AT 5 RIS o D ASERN A i A —4F
LRI < PYFHRIER - AL TR REUR I E R — 2 iR h -
P4 i 5 o 52 T ORI B R AT i PR TR » TIPS FH Bl 70T o P B TR o
B 5 il KD BEA RIS 2 iR > (B MEIA E R RIS SR > SR
HEHE P B 43 AT R B B KRB PR AR BB Ik e H_Score 3 RIS
Z SRR © SRANAARTE TR T G 208 AR < RS 12 RIS S AT L % AF <l
T ERIERSE TS - HAE KD ~ MACD ~ KD or MACD LUKz KD or RST #&5li%
TR BRI AT R — M T T 2R
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2% 20 1% H_Score RN A A Hi AT 5 & oMt < DR AT TR A5
AR AN PR o AR TR R 19 ZHHTEREAHEL > BURHY
SRR i o P RS TR R R AT (L P T > FHILEHFERG R FT AR » S
oA VR R R BLET IR AR & PUBH AR IR S2 7+ H _Score RSt & S
R o (HELRFAT — R < PR AR R R < R A
SR < 71 EE S SR S e X 28 A SRR 12 o P IR

2% 20 ~ H_Score ke okttt < £l T A& oM R A e

R AL 0050 [ EAERMN EEARERIN YRR AR I H T e A N
e TR 15.09% 34.52%  19.43% 22.58% 15.47%
BHIESRT .

FEAETE 23 .80% 36.76%  20.81% 31.47% 11.25%
W= 9.51% 24.84%  15.33% 21.75% 6.76%
KD
FEAETE 24.86% 38.32%  36.71% 42.34% 40.29%
= 738% 17.84%  10.46% 7.59% 10.64%
MACD \
FEAETE 12.18% 31.11%  23.84% 26.69% 27.44%
= 8.74% 13.94%  5.20% 6.64% 0.12%
RSI
FEUETE 8 30% 30.50%  32.95% 37.66% 37.00%
R 7.49% 14.99%  7.51% 5.42% 6.64%
KD or MACD
FEAESS 16.72% 39.84%  35.87% 29.33% 50.17%
W= 9.60% 21.16%  11.56% 15.94% 2.63%
KD oe RSI .
FEHETE 24.97% 36.64%  35.89% 41.85% 37.96%
W= 8.00% 17.33%  9.32% 9.54% 4.57%
MACD or RSI
FEAETE 11.88% 32.26% 26.46% 30.36% 28.39%
(=)~ /NS
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BT PRI > AR AT IR REETT H_Score [k SRl S B
Ko HIRIEAE R TRelFA AT aEH —
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2. H_Score el 1 ARIR FIEATALL A BSASR Al A RIS E R < %



56 W< st > 2014 426 H > 25 10
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