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A Pairs Trading Strategy Based on Stochastic

Process and Support Vector Machine
Liu Hui, Liu Zhongyuan, Zhou Weijie

Abstract: By using cointegration analysis method to choose pairs of trading objects and stochastic
process (O-U process) and Support Vector Machine to predict the trend of price changes, a new
pairs trading strategy is proposed and compared with the traditional one. Through the empirical
study of one-minute transaction data of rapeseed meal in Zhengzhou Commodity Exchange (ZCE)
and soybean meal in Dalian Commodity Exchange (DCE) from 2015 to 2017, it demonstrates
that the new pairs trading model well predicts the trend of price changes and both the accuracy
rate and return rate are significantly better than the traditional pairs trading strategy.

Key words: pairs trading; SVM; predict; return rate
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