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This study examines dividend-freenon-dividend stocks whose prices exhibit regime- {Commented [QCA1]: Subject Matter Expertise - Technical Word}

Accuracy

switching geometric Brownian motion . Given the current price of a stock , the selling

principle consists of a target price and a stop-loss limit . The decision to ““ sell ” is made when

the price reaches the target price or the set stop--loss limit . The main objective is to benefit {Commented [QCA2]: Subject Matter Expertise - Technical Word}
Accuracy

investors . During their financial careers , investors often choose underperforming stocks or
make purchases in incorrect times . Therefore , it is necessary to sell such stocks as soon as
possible in order to discourage losses . In practice , the target price is typically a gain of 15 %

to 55 % , and the upper limit of the stop loss generally varies from 5 % to 20 % . However ,

the adoption of a uniform rule of reservatienreserved gains and losses is not encouraged Commented [QCA3]: Subject Matter Expertise - Technical Word
""""""""""" Accuracy

because of the different characteristics of each stock . Furthermore , each stock should be
treated separately with different clearing rules .

We consider the target price and stop-loss limits and determine what promises to enhance the
expected reward function . We aim to derive these price limits . Further the expected target
period and the probability of winning and losing money are determined . In practice , a
frequently used criterion to measure portfolio performance is the rate of return at a specified
time . Such criteria , however , encourage small gains in the short-term holding period (t0) .
Clearly such standards are not suitable for retail investors , especially those who are unable to
constantly monitor transactions and additional transaction costs . In contrast , the discount

factor is replaced by time as a determinant of the holding period , thus reducing the frequency

of trading . BThe discounted reward functions jareis common in many financial problems . Commented [QCA4]: Subject Matter Expertise - Technical Word
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