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Abstract: Positive Feedback Trading strategies are selling during market declines and
buying during market advances.Base on the day-trading data of SSE(Shanghai Stock
Exchange)Composite Index and SSE(Shenzhen Stock Exchange) Component index in
Chinese Stock market from 1996 to 2005, the method to set up one asymmetry component
model (TGARCH ) is it estimate positive feedback trading activity of stock market to
come. Analyse through empirical study, the impact of feedback trading is to produce
negative first order autocorrelation in stock returns which becomes more negative as the
level of volatility rises. . And the trading activity of positive feedback is asymmetric when
the market rises and drops, the result of the empirical study indicates that drops the trading
of positive feedback in time far and violent comparing with the time when the market rises
on the market, the obvious lever effect exists.
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