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A possible approach to enhancing popular Japan equity market strategies
with an emphasis on machine learning solutions
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Abstract: We analyze the impact of advanced machine learning methods on the
performance and risk characteristics of popular Japan equity strategies over the last 10
years. We then propose a possible approach to enhancing each strategy through advanced

risk control and we analyze the results.

Key words: Historical back-testing, Machine learning, EM algorithm, GARCH process,

Optimization

1. IXC®HIZ

B TEED L EE~OBELOEEV LBV
HEEFE, ETFHSEMNEREZEL TS, TOH
THRBEBRERICHEE SN TE T 7 7 ¥ — &
(A=w—F =) LMEINDIHR— 71V AEH
HRIS N3 B

UT4E GPIF (AE4 8T 4% FRIE ST ATEOE N) |
BH s, 77&&~&§(X7—%A—&)W
ETF (Exchange-Traded Fund: b3S &E5E) 2345% <
BRF S CT& 7z,

Ty I —EE (Av— hX—%) L%, TiHo
BBl T D AT~T 4 v I 77 7 X —IThR—
F7¢Uﬁ%@%éﬁé@%$%f%é
Ry VT ANERICBIT DR T — 7 ISR
Blowi- L Z AL %@#%5 S LI AMOEER

ENCEEEZ TR\ 4 Y Ofaib FiEETE AT
52 THEAFEHDKTIZL DR > TN D,
AW TIE, 777 X —HE (A~v—F_X—%) |
BOWTHRERE 29— & 7o TV B/ ﬁ%%&@
BORENLMBIEREI LD 7 7 v HA ANV T 7
L —~DEBIT 4V NEEIED U X7« RT p—v 2 A
Fetha RNy 77 A ML VIR LTV,
ASEIONY 7T ARTIE, VAZETLELT
GARCH 7t A% #A& LI EM 73U XA K
LHEH~ T 7 7 7 F—E TV EHHT S,
ZORBIIRDO 3 T D, Ny I TARDY R
7T VITIERRC (3) MEET 5, [
WEBREDTZDDFET LY X A

HEEHARI DRI ROICHET T 5 72 > T —E O B

DU 4 RUT—ENHEHENDH, EM

algorithm (X, £DO 7O
—Z HEAIZERE T %,
QAN A Ty N LD 7 7 7 2 —iiR
EDT 7 7 B =T BTN T AR5
WV, MOFIETIET 7 XA END T 1A
v varT—2nbT X —fEEE NEN
R D LENH D, EM T TY ZATIEY
FURRAAELNDI OB REY a T — ARG
P D OO, FARMIITIE Y 7 7 ¥
~%L%%%ﬁ THN, Ty A —ERET
’A%&%Vf/%iﬁw%h&w
Q%m \ZH B2 HL - IS E D T
77/%72 D REARRD S - AT
FIORREHH #Z D, LTIV RT Y Z—
YIRTrANEYRETD, HDOWIKRODLT
Oy —al B AT FTUARATHEDIT, EO
KU NRT AT HONEERIIET S,

(ZHT LR Y 7 7 A

T I —E (A~v—X—H) ORI T A
FOBIRIZ 114120 (2007 4 1 H 1 A ~2018 4
2H1H), ARTOIYNT U 2AEFEHET D,

KG L I DB RBEERIZITRDO LB ThH D,

(1) e/ )Ny kg (MinVar)

(2) LERD 1=V ORERE /TR HARA (RRAT A0
R (PBR) Oi%k) (LLF BIP)

() 1¥kdH 7= OE Y &FE (MU EH5 2G5 /i
HAHEAM (B4 FIE0) (LUK DiviP)

4) L¥HT-v o5 ki (WS 2 A5 /s
HEEAN (BRAT7E Emff== o) (LUF Sales/P)



B/ RIS Tlx, U T R D LSyt ik

ZhIMET DL EAT 9, /iR EIEIC R —
N7+ A% ARTHEEST S,

DEUZIE EM 7 v 3 XA ETER LEfate~ v
FT7 7 E—FT VDY A7 FREEZERRAT 5, U
A7 PRMEIZ AR CHEEF NS,

FloT7 778 —T 4V NS TIE, &7 77 X —
ZHMBEEE LTRKRIET S0, UARTET AN
LEHTHTREDOOE S Th HN— 2 H A K4
e LCTHRT %,

AARR— 74 UAL LT, TOP I XEA
WiZzaz="—2 L LIzR— b7 3 VU A& FET
T 5,

2. BEHEEZTOHEAEDE

21 279043 —1H%E (RY¥—FR—4)

(X2-1) T A= 73 V4D Z—FKH
BN LIA A=V EK TR LTH D,

RSB EX, R—= b7V FDY X—2
ROy E R,

FLENER/NTDIEZFTHD, TDI LIZ
S0, 7747V = (a)DKKILE FL—F
T 7> TWA,

Ty U HRA B NT — R EHEE 3% BIP, DiviP,
Sales’/P i%, (K3-1) OT77 I Z—A 2T v 7 RIT
Hi=-vHnTHY, VHA— DOFERELTE T 77
B = RKALT 2 FECHHE L T 5,

RO, R~ 7 7 2 —%KK{ELTWnDE LT
b, TN BIP 7 7 7 Z—IZDBHITT 4V b
MNP oSTNBEDN, ~—4y " T 7 ADE
B TP, WP T V7 R AR LTV
DIPOHE R Te D)LY, EZICY AT ET NV EE
BT LMENAETDZ LD,

R—bZ+UFt D) 2—>
|

YRHTY— YAGTLET L HDURGTLETL| FOT47
UB— (7¢) (X—rh HoT—4ruk [ UE—2(a)
I795—p) I795—B)

J
T

T b TUIR TFIOB—ATUIA
DARATITAVIDIFIRA—(RAI—hR—4)

(M2-1) 77 74—kE (Av— =) OBEX[2]

22 MMEHIRILF I 7042 —FETIL
U A7 TR (GrEdtsyik, ~—%) &2EET5

SIG-FIN-020

ET/E LT APT BOWEHN T 7 7 ¥ —FET V%
BWHT 5, [3]

R :return, F :risk factors, g : sesitivity
R =ﬁ1F1+,82F2+,83F3+ --------- a+e

(K2-1) BRIV TF 77 7 2 —ETNLDY Z—KYL

¥ : var iance —covariance (43¢ + H:45#%)

= B Biof + B, Byos + By Byos

(K2-2) MM~ ALF 777 2 —FT DY AT KB

(X2-2) ITBNWT, S F—=FLY AT LELT
Doy, AUE TEH D XTIV AT YT 4
v 7 GEHEARR) U A7 AUOHEEERND De &
PrNTEE Ry E v AT~ T 4 v 7 (REfkEY) U Ao &
LS5,

FoT (b= VR7) = (AT~ T 4 V7
VRT) + (T AT~T 47 VAY) Ltk
2D LINTE D,

IR ULIZ72 D05, B/ eI aHatnmE %
R/AMET D2 &L TRIZTHEEREL TV D, £
B/P. Div/P, Sales/P %7 7 7 #—i% (:l3—2) I
IRIBIERIC LB LT RNV, et 7 77 %
—IZED T U EREBENT I E—~DY X7 H
NEHET S,

2.3 E/INOEUERE (MinVar)

N 7T A NORECEEITRO LB Th 5,
HAEOBEL : &% (AR) U AT AR B (FHEME)
B/ME (AR U NT o R)

Ny 7T A NI - 2007 4£ 1 H—2018 452 A

Z=/,3—2Z : TOPIX

WA — 7+ U AV 14X 108N
i SES e
R Y =A== Y RT A E 10% (— 7))
AEBNEAR D e KRERE T A X e/ (R— 74V
FD 5%, HDHWE, RFv—7 7 x4 kX5)
7 2 —ilKI(TOPIX 33 37H)

ST R A N AL B
VRI7ETNV EMT U r—va r AERET IV

(X 2-2)i%, /o Bkg (Minvar) & =/3—
AT®HD TOPIX X F~v—7 L LIeN"T —~
VAWRRD T T 7 ThDH, ST, fh ik
BER N F~—T T T MXT F—L LTS,



RN EEE R (MinVar) D /374 —< 2 R

==—=MinVar == Benchmark Value

250

} o
100 j . /l/:"‘\/wr'ff

0

N " N
\Y \Y \Y
ER

> > >
o \,&\\'\ N
U )

%
N4

Y Y Y
SSRGS
S
S S

>

> > >
SOSINCEING
Q) )
SR

A\
$
O

([ 2-2) F/NyHERIE (MinVan 0 /3 7 o —< 2 A

24 D7 B AL - T4 )L FEREE

Ty EAENT 77 Z—E L TEHALEZDIX
WD 3 BETHD, TNENT—X Y —ZA(S&P
Capital IQ)IZ 81T 5 EFH(F ) &7,

(1) B/IP (BB PERE (PBR) Owi%)

Definition: Ratio of book value to market value of common

equity
=
Dats source: [ Caprai 0PI -
BVPS;,
BP;, =
' Close; 4

CloseM : Adjusted Clesing Price (Adjusted Closing Price )
BVPS : Book Value Per Share (4020)

(2)  DiviP (B4AETY)
Definition: The ratio of trailing four quarter dividends per

share to current stock price.

FORMULA

Captal @ PIT v

3
> DPS;-;

_i=0
~ CloseM;,

CloseM : Adjusted Closing Price (Adjusted Closing Price )
DPS : Dividends Per Share (3058)

(3)  Sales/P(#RfMi7E I @53 D Wi%k)

Definition: The ratio of trailing four quarter sales to average

DiVP.,;!t

market value of common equity over the same period.

FORMULA

3
S TOTRING .

i=0

SPi, =

3
. 1 |
CloseM,,, > 7 x E, “: WASOF,,
s

WASOE : EC% Cammon Shares Outstanding (24152)
TRIN ; Sales/Turnovar (Nab) - Quarterly ((281)

HEREE (K57 7 v BAENT 7 7 X —FT 4 )L |)
B/P(BRAMAE PERS 2 01 %K)

Div/P (F24F[A] v )
Sales/P(FRAHiFE L B fis 2 D i %%)

/Ny BRI (MinVar) & 1. B BI% & Ik o HlFISc

SIG-FIN-020

LS 2[Rl — & 9%,

% BB DKL
=g =1

R—EZEENTHIATETL EM T Y r—=3
gV AHARET IV

(K 2-3)i%, 7 7 v & A 2 & LD BIP(RRATHIE FERS
FO%), DiviP (FL4FIE Y ) | Sales/P(FEfFE i
EEROWH)E, 2= R—AThHD TOPIX X F
v =7 L LEBREDNRT — AR TH D,
37—y Ry 7T R heHH(2007 41 A
—2018 42 ) TIZ AR F~—20 % T 7 h/37 5 —
ALTWS, RMZELCTONRT —~2 ADJHE
fZ1%. BIP>Sales/P>Div/P >TOPIX Tdb - 7=,

7 F AR T AR DR TF—T R

400 —BP
i l‘
300 e Benchmark Value
250
200
150
100

50

0 T T T T

& & w“@\»\“’“ 9@\@ @”‘ﬁ R m&b\»\* W&\&” @"\&N & &

(K 2-3) 77U HALBN T 4V MRBEDIST 3 —~ U A

25 TAILFEREURIETIL

Ty B AE T 4L NERIBRD Y Z— 2 DR
REMERT DDICR—=Z KK ET - 5GE L 2i7k
Mol EDNY 7T AN EIB 2709,

Ty A BENT =N = DJRRTH D
ZEiIMEEBE LN OO, 77y REMEIC
EoTBPIZIVAZ 7774 —THd D,

ZDD ) A7 RS E AMEER MR L oo T L
T DOFERELTHIEHTRE T 7 7 X4 —Th 5,

I CThaEfbic) A7 =T AVEER LSS (B=
1) EHERHLRPSTZBAEDNRT 5 —~ 2 AD L
AW L CEITT 5,

TFIEA BRI (BIP)TA IV NERED 1T+ — VR
o ==Benchmark Value ~ ====BP,B=1 ====BP, No Risk Model, 100
350 A
300 ‘!,
250 /v r,",w;
200
150
100
50 e — —
0

g " " " g g

P

(X1 2-4) BIP 7 4 /v bEENE (BHIKIOFEE) DT F—v 1A



(4 2-4) T, BIP 7 1 /L NI D B =1 OHIKIA
D EFFIIEL (VA7 ETARMER) ORT 45—~
VAR E T 7L TS,

BIP 7 ¢ /L MRS ORI H Y (B =1) 1%, K72
LDONRT p—< 2 A LTy 7 7 A hafiiis
WU THERER—ATH 3%/ 7 4+ —~ L ABETH
5

T7EAA)DNPIT A ILEEBBED AT — R

= DivP,p=1 DivP, Pure

Benchmark Value

200 .4
o 7W

> 5 o > N o > > 5 o > 5
\S g \J \g 9 g \ \¢ \g \g \g \g
R P
» L + P k3 A Ll » A » P +

(% 2-5) DivIP 7 1 /v My (B BIIDA ) D37 4 —~ 2 2

[FARIZ (X 2-5)D DiviP 7 ¢ /L MBS Ol H v
(B=1 1%, KR LDONRT 3 —< 2 TR LT
v 7T A N ZE L CTERI—ZATH 24%8
T =< ABNTH D,

7S A8 (Sales/P) T4 ILFEBE D7+ —T 0 X

o SalseP f=1

SalesP, Pure Benchmark Value

250 /—
200 .NL
15 M
100 n W ~

v ] B it

iy o >
oo
P o
EQ’{Q B’Q 6&

o
N I S N A U
oy 3\ & ob o o N 3 o
A f»§ L3 & & A s o s

(X1 2-6) Sales/P 7 1 /v NE&IE (B HRIFIDFEHE) DT —v R

AR (R 2-6)0 Sales/P 4 /L RIS DHIKI 5 Y
(B=1) 1Z. #IKR LDONRT 4 —< 25 LTA
v 7T A MEHEEZE L TERI—ZXTH 0.6%/
T F = U AENLTH D,

YR ETNEMHLTBHIKEZRE L= D,
BHEOKRKNIHDLLDOD BHIKEZERE L7217
Pure (VRAZETIVEEL) OLEGELVT U M7 ¢
— AT HRER LIS T,

3. BHHEE®D XKL

SIG-FIN-020

31 YRH N THr—T U RIELE

Ny JTANDREREE DD ERDE TS,
FHMEDFTY R Y« 87—~ ABJHFRIE R ©
SE BTN TWAHEUER T 7 — () &72oT
W5,

7= b 20X, &Y %@ U T Realized Standard
Deviation (GEBUEHE(F 72) 28 6 - & AR - T2 DI,
18.1 O/ Ny kS (Minvar) THh 0 | [AHI O
KR —X T MED 46.6% & /N 7p>TnB,

—JF TOPIX 1%, K Rr—F T3 602 &3y
T A MORTITRRDOEE 72> T D,

Realized Tracking Error 3% > & {/hNSVMETE - 72
DI%. DivIP ® 5.9 7= -7~

FT TR SN OHERN - & b0 T
DL, 77 HZ A BIP (BMEHMEERR (P
BR) o#fif) 7 40 Mgk (B=1#K) 7257,
Vi Var | B/P.Pue | B/P8=1 | /P, Pue | Di/p, 81 [Saes/ Pue Seksrp 821 T0m |
AR of Return fi4 B 123 5 i Lhi T

RotDevation 181 04 n 10 il 0 nil
Sharp Ratio 0 0 08 03 04 04 0l

Eoass Retum 1 i5 35 10 54 i il
RTrError B 15 i 82 53 1 1
Infor Retio 04 i 11 05 0 08 08

Total Retum W 1668 250 5 137 1651 168 %3
Mex Drawdown | 468] 59 50 54 543 579 62| 602

AR of Return: Annual Rate of Return, RStDeviation: Realized Standard
Deviation, RTrError: Realized Tracking Error, Infor Ratio: Information
Ratio 200741 A 1 A~20184£2 A 1 H (114 15A)

(£ 3-1) BHEMEDY X7 « X7 5 —< 2 ZIEED L

32 YRy - )A—%HE

YR « U&=k B0 O 2 WH 28 Ul
ERERE D> v —7 LA (SR) & A v T A—
avbiA (IR) 2777127 vy 5%,
SR=Annual Rate of Return,Realized Standard Deviation
IR=Excess Return,”Realized Tracking Error

Sharp Ratio map

,
:
L

8

6 ¢ s piep=t
4 Div/P, Pure
2
0

(o |

Annual Rate of Return

17 19 21 23 25
Realized Standard Deviation

(X 3-1) IO v —7F L A DNH



VX —TFLUANR, bolbmEmNolDiX, 77
VHERA BT 4L Nk O H 0> Book To Price(k
A PERE R DWW T 4 L F & B=1D 05577 > 7=,
WIZRKEVWMEX, Sales/P(72 L@kt =) 7 ¢ /L b
& B=1 D 0.44, ZHITHE T, Book To Price(BiAtiffi
BHEMREROVE)T 4 bD U A7 HIKEL (B/P,
Pure) 730.42 72> T35,

KT HAENT 7 I X —D Y RAT KA D
EELICGERT Wb Y XA7#IK (B=1) A
DOV —71L A (SR) ODEFNREVMEE 72> TV
5

WA T F A= ar - LA (IR) OS5Fi%
b9 %,

Information Ratio map

[y

(=T ST R . NN =R =]

L]
.l’_'l -
*{Div/p, p=t [ Lsales/h Bt

N /2 3

. .
- Min Var
Div/P, Pure Sales/P, Pure

5 6 7 8 9 10

Realized Tracking Error

Excess Return

(K 3-2) FEMEDA 7 A= a2 LI FDo0A

A TF A= arybARN, bobbEhol
DX, T7 B A BT 40 FEEEEO D Book
To Price(fRAMAMIE FERT R DWH) & (B =1 Hl#1&H V) D
1.10 7= o 7=,

ZhIUZHkE< D%, Book To Price(MiAhifli & pEfE =R D
W) &(B=1HIKHV)D 0.98 TH 5,

Div/P (B4 FIEIY ) &(B=11lKF V), Sales/P(tk
flh7e EEfEE) &(B=1 #IKIEV)7 77 Z—I. £
NZ1 091, 083 L7225 T35,

IHELBUAZHEY EEUICEET D 0T
bV AZHK (B=1) VDA TH A= g
Lod (IR) OFBEWVEE 25T D,

4. EE

SlElXEa o BB OENE U A7 ET LD
FIIZED ) X — BT DNy 7T A NEITH
77

B/ 2 _R— AL LT T 7 o BAH LT
77 BZ =TT 4V T HREAIREME DT —~
VAT LTV D,

BT 7o BA BT 7 72— T

SIG-FIN-020

B=1DHFINH HGHE WA EK L TV,
ZITOR=H L, HRF~v—7 L ORIEE
RAfifE e LIEBISEDETIERLS, VAT ET L
DR SN AEBIENA RO U A7 HTH D,

Ty U HERASENT 7 I E—DT 4V NI TlE
Pure & L CHil#I5M:72 LT3 Ebtﬁ%%ﬁrbto
B=1H1#) (VA7 ETI) BN LA ENRE L
TNRT F—< L AZERDDNT-D ZAZERA
BHDHDIEAH DD,

R—F %2 10IZHTHZ LT, BPT 4V hE~
—y h=a— b IFMIPFHELTNDL LB BND,

Ty =T 4 NI, =y MCEKEES
Ny hELTEBY, VAZETAVELTIE—F7 v
MU R7 L OMHBEZTEEL X TVHRu,

Bl i Bl 25 10 2R 0 3B, 5881 L7 FHE
EROHZENTED, LrLINENNYy 7T AN
FRAT 2 Z EFHEENTRY, T, bhvbhix
~—% v MTOPIX) L7 7 UV HRAUHENT 7 7 H—
DEFRDOFBEN E 5 725 O EFFNTMD Z &3
WinHTH D,

PN ZETHT— RV X T T 77 X —%F
TN ZENEYR YY) a—vailihb B
2D

5. HEHYIC

SENIEMICDTE Dy 77 A b & FE L T
BOFEHE (Ia2l—ay) VA7 - JE—U%
R LT,

KEIRHBRA L NI, T7 o HAENT 7 7 H—

OHIZIE, VA T 7 I B —=LTNT 7T 77 H—
OWmNHHT & ThHbH,

WHO~—27 v T, BHEORSNL U RS
Ty =L LTHRY b5 E 0350,

FDO~v—rry NI R T o~y DT 5
EIIAR— b7+ U At e VA7 27 V272
T —LAU—J7 TCHHATHZ LIZH D,

ASBElDANy 7T 2T, REICbl5v I
—3a U ThHTDITHIKIFMEOREIC (FEISIUR
L&w#—Xﬁ%@)I%ﬁﬁ%toto

FVATET T, o G5B 20V
ET?@?é;k\ﬂﬁ_ﬁLP%$/ay&ﬁ%
ELTEEIT, TOWKIEE Y A7 EIZT Ik
THIELROLND,

At~V TF 7 7 7 X —FT IVOPSHAITT D 2
LIZED, VAJDOHRTZ I AR—V X HE=H—
THIENTEXD, REARIONY 7T A NDRE
TIHARY RT U RATH D,

VAT ET MR DR—ZHIRE, 77X A



BNT 7 7B —k~w—r0y hXy Ehbfigb s
DINRINSDZEMNRT F—~ ADOEEIC L VIR
iz,

ML N BT D121X, XA T I v 718730
H7+U— Ry X 7 (E) FHET VEE
IREMERDHD LEZD,

FRALIZOW TR — b7 4 U A FEROMIE 2 S
Hy 2z enTEE, BREILZ Xy MRFAEL
TWAHZEICRSAf[E, VA Z I AR —V v &
TREER[RE L 72 D,

FERANZIZ, 7T 7 EEICR LTS L5 IC T
TFURAEINT 77 H—k AERICERIN, Ak
TEDHHMAIZMND Z LI DEA 9,

g

ARG EAERT D DICT — X WBE TOT A & L
T < 7= David Andorosoni FGIZEGH L7-v, £7-%
VI TANIBTEY AR HE—R&TT—X (S&
P) Capital IQ (F¥ EX/L1Q) LV 77 Z X
VHENT 7 I BT LI MEsT — 4 & ClariFl
RNy 7T A MY —)V) ORMEZITZZ EICHE
BRI D,

S5 3K

[1] The impact of North Korea risk on the Japan equity
market: what do Al based risk models tell us? ~ Noboru
Nishiyama %5 20 [A] SIG-FIN %&£ 5, January, 2017.
(http://sigfin.org/?plugin=attach&refer=019-06&openfile
=SIG-FIN-019-06.pdf)

[2] MR 2, A~— b _X—& —FRE RO L& B —,
b R R R AR JE 2 55 23 [EIRREHE B R, 2016 4F 2
H 16 H

[3] EM Applications, Ltd.,

(https://emapplications.com/index.php?q=research/statis
tical-factor-model/stat-factor-model)

SIG-FIN-020


http://sigfin.org/?plugin=attach&refer=019-06&openfile=SIG-FIN-019-06.pdf
http://sigfin.org/?plugin=attach&refer=019-06&openfile=SIG-FIN-019-06.pdf
https://emapplications.com/index.php?q=research/statistical-factor-model/stat-factor-model
https://emapplications.com/index.php?q=research/statistical-factor-model/stat-factor-model



