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A Study on the Value Trading Strategies—Focus on China A
Shares Leading Stocks
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Abstract

This study aims to investigate the validity of the value trading strategies on China A
shares, using the samples of China A shares dating from April 30", 2005 to February 14"
2020; with the value leading stocks and the indicators such as gross revenue, net income, total
market value and total asset, the four leading stock portfolios are constructed. The empirical
result indicates that the value trading strategies on China A shares areboth feasible and
effective, and compared to the other three portfolios, the total market value leading stocks
portfolio perform the best, outperforming the benchmark indices and prevailing the China
Privately Offered Fund Serial Index. Furthermore, in terms of market trend interval, except
the times during which there is strong speculative atmosphere, which in turn would be
inappropriate to adopt it, the proposed portfolio is favorable during all the other market trends,
its risk being the lowest during the bear market. Consequently, we advise that investors, when
constructing the leading stocks portfolio in China A shares, choose the total market value
leading stocks portfolio which performs the best, outperforms the benchmark indices and
obtains the optimal extra return.
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