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Abstract

Objective: Contratum strategies are hybrid strategies in which, like the reverse strategy,
the portfolio ranking is based on a long-term time horizon. However, the time horizon of
their maintenance is like medium-term momentum strategies. Momentarian or
momentary strategies are among the combined strategies whose portfolio ranking and
stock selection are based on the medium-term time horizon, just like the momentum
strategy; however, unlike reverse strategy, they are kept in long term. In this research, an
attempt has been made to provide an optimal model for stock selection based on
momentum, reverse, and hybrid trading strategies using the GWO algorithm and dynamic
panel.

Methods: Considering the fact that the purpose of the current research is to answer the
questions and test the existing theories in a specific field, it can be categorized as applied
research (research and development), and due to its possibility of obtaining a descriptive
explanation of a phenomenon, it can be considered as the pseudotype, experiential,
descriptive and post-event. In addition, due to description, inference, and problem-solving
using quantitative values, it is in the scope of quantitative research. To estimate the
model, the information of 175 companies in the period from 2012 to 2021 was used, as
well as the software E-Views 12 and MATLAB 2021. Based on the results of 8 time
periods of 3, 6, 9, 12, 24, 36, 48, and 60 months, it was analyzed according to different
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momentum and reverse and combined strategies in loser, winner, and loser-winner,
winner-loser positions. It should be noted that two methods of the dynamic panel and
gray wolves were used to estimate the strategies.

Results: The existence of a momentum strategy was confirmed in the Tehran Stock
Exchange, which ensures the hypothesis of underreaction in lran's capital market.
Investors in this market show less reaction to the change of the fundamentals affecting the
stock price. Accordingly, the correction of the stock price of these companies is done
slowly until it reaches its intrinsic value. Of course, factors such as the volatility limit, the
base volume, and the trading node law also fuel this slowness and cause the price
correction process to take place with a delay by the formation of buying and selling
gueues. This helps to use the momentum strategy and obtain abnormal returns in this
market. As a result, it can be said that the momentum policy and, naturally, based on the
research results, combined approaches cannot create abnormal profits for their investors
in the capital market of Iran.

Conclusion: Financial market activists and investors are advised to use mixed strategies
to improve their buying and selling decisions. Due to the improvement of the results of
the gray wolf method compared to the simple panel method, they should use artificial
intelligence methods instead of regression methods in the calculations and formation of
the optimal portfolio.
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U Universe of equity stocks for portfolio construction
Dates | Start dateto learn stock volatility
Dater | End dateto learn stock volatility
Tw Ly | Period for which the model learns & then prediction, 6 months
Pr Portfolio returns
Ps Portfolio sharp ratio
1 dates= generate dates between Dates & Datex with an interval of L,
2: for idx in range len (dates)-1 do
3 Starty = dates [idx]
4: Endy = dates[idx] + Ly,
5 #Learning phase
6: #Data Capture (stagel) ;; Get stock market data for our universe of stocks
7 df_stock_data=get_ all_ stock_ data (starty endy, U)
8: FetchMarketdataforlndices TEPIX
9: #Risk Budgeting (stage2);; Calculate marginal risk contribution for each stock
10: Covariance’ s = Calculate Covariance of the stock using stats function
11: Weights = Initialize the weights to be equal across all stocks
12: Portfolio _ risk = Caculate portfolio risk using stats functions
13: assets _ risk_ contribution = numpy.multiply(weights. T, covariances *weights.T) / portfolio_risk as:
Y1 wj*cov[R;R;]
MC; = w; ¥ ————
0[Rp]
14: Optimized Risk Diversification(stage3);; Maximize Diversification Ratio for portfolio
15: P= assets _risk_contribution.head(15) # select 15 stocks with the lowest risk contribution
16: Congtraints=asy7,w; =1 ,w; 20; forall1<i<n
17. Obj_func=asDRp = Z—‘?;;:‘"Wi
18: Max_Div_Portfolio = Optimize_ GWO (obj_func, P, args, constraints)
19: # Performance comparison;; Risk parity method & indices TEPIX
20: Risk_Parity Portfolio = GWO(func_risk_parity, P, args, constraints
21: Starty = dates [idx+1]
22: End, = dates[idx] + L,
23: # Testing Phase;; walk forward
24: Pr[idx]= Calculate_ Portfolio_Returns (Min_Div_Portfolio)
25: Pr[idx]= Calculate Portfolio_Returns (Max_Div_Portfolio)
26: Pr[idx]= Calculate Portfolio_Returns (Indices)
27: PJidx]= Calculate_Sharp_Ratio (Pr)
28: Return Pg, Ps #Portfolio Returns & Portfolio Sharp Ratio
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