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Abstract

The failing of finamcial economic over the time always happen, such as US Black Monday
at October 19, 1987, US subprime mortgage crisis at September 29, 2008 and European debt
crisis since December, 2009. The Black Monday when stock markets around the world crashed,
shedding a huge value in a very short time. The DJIA dropped by 508 points to 1738.74
(22.61%). Due to subprime.mortgage crisis triggered by a.dramatic rise in mortgage
delinquencies and foreclosures in‘the US with major adverse.consequences for financial markets
many banks, mortgage lenders and mortgage insurer have sustained tremendous losses. Hence,
how to obtain the abnormal profit in such extremely: difficult environment is an important issue
for the investors.

This study uses value investment trategy (fundamental analysis) and stochastic dominance
theory (technolody analysis) to choose the optimal asset. The sample comes from Taiwan 50
Index Constituents and the data covers from 2001 to 2010, with totally 10 years. The empirical
results show that whether value investment trategy or stochastic dominance theory, the optimal
and the best stock is the same. This result implies that, during the period of 2001 and 2010, using
fundamental analysis or technolody analysis seems to can obtain the same investor strategy and
returns.

Keywords: stochastic dominance theory, value investment trategy, Taiwan 50 Index Constituents
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