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ABSTRACT

This paper divides two parts. First, we use co-integration to examines weather the transaction information about institutional

investors in Taiwan stock market can be used to forecast stock price. The daily data of Taiwan stocks holding by institutional

inves-tors and stock price is from September 2002 to August 2007. Second, some arbitrage strategies are constructed to test the

return in short, intermediate and long horizons. Furthermore, we try to find the cause of momentum profit by ANOVA test. The

main empirical findings are summarized as follow. We find that only transac-tion information about foreign investors can be use to

forecast stock price. In short-term, the investors in Taiwan stock market should adopt contrarian strategy, and momentum strategies

should be adopted in long-term. Turnover rate is a factor of reversal. For winner stocks, contrarian strategies should be used in

short-term and momentum strate-gies in long-term. However, for loser stocks, momentum strategies can catch profit all the time.

Whatever the turnover is hign or low, contrarian strategies shold be used in short-term and momentum strategies in long-term.

Finally, we find that the profit is re-sult from autocovarience.
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