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The Performance of Day Trading after a
Limit Up in Taiwan Stock Market

Tenc-Fane YOU, EmiLy HO ©

ABSTRACT

This article focuses on the performance of day trading after a limit up for the stocks listed on the Taiwan
Stock Exchange from April 28, 2017 to December 31, 2020. Our day trading strategy is to sell the limit up stocks
at the opening price on the next trading day and buy them at the closing price. We find that the winning percentage
after deducting transaction costs is 52%, the average net return is 0.24%, the average profit return is greater than
the average loss return, and the profit-loss ratio is 1.06 after deducting transaction costs. The above results
indicate that the day trading strategy has good profitability during the research period. This study further
classifies sample stocks by industry, stock price level, the proportion of day trading, and the trading volume.
Our findings show that if we do day trading by choosing the stocks in one of the following situations: electronic
parts/components or semiconductor industries, stock price is in the consolidation phase before the limit up day,
the proportion of day trading is more than 50%, or the trading volume of the limit up day exceeding the new high
of the past 5 days, we can have better performance.

Keywords: Day trading, Average return, Profit-loss ratio
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