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Over Fitting on the Quants Model of Stock Prices

Takanobu Mizuta, Satoru Kobayashi and Tokufumi Kato

'Department of Investment and Research, SPARX Asset Management Co.,Ltd.

We discuss overfitting in stock price prediction models. In quantitative analyses, we
investigate the relationships among the number of hidden layer units and generalization
errors using artificial neural networks with one hidden layer. Our results show that over
fitting occur as the number of hidden layer units increases. This phenomenon indicates that
the prediction ability of a stock price model declines when the model is “too complex”.
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