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Finding a group of stocks to be focused based on the similarity graph approach
- Effectiveness of graph polishing in detecting a herd -
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Based on the assumption that any given stocks with similar characteristics tend to move in tandem in the future,
we observe graph similarities of multiple stocks to the stock that suddenly rises; and identify a group of stocks
that are expected to chase it in the following days. Our identification method proved to be accurate, allowing us
to construct a portfolio that generates abnormal alpha using the standard asset pricing model. Also, we find larger
alpha and higher Sharpe ratio when we use the graph polishing method.
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