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Pair trading is a statistical arbitrage investment strategy. Traditionally, cointegration has been utilized in the pair exploring
step to discover a pair with a similar price movement. Recently, the clustering analysis has attracted many researchers' attention,
replacing the cointegration method. This study tests a clustering-driven pair trading investment strategy in the Korean stock market.
If a pair detected through clustering has a large spread during the spread exploring period, the pair is included in the portfolio
for backtesting. The profitability of the clustering-driven pair trading strategies is investigated based on various profitability measures
such as the distribution of returns, cumulative returns, profitability by period, and sensitivity analysis on different parameters.
The backtesting results show that the pair trading investment strategy is valid in the Korean stock market. More interestingly,
the clustering-driven portfolio investments show higher performance compared to benchmarks. Note that the hierarchical clustering
shows the best portfolio performance.
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Hlgo] 2 oS 71539, a7t 0449 W 57HA Ax FF ATEE L35 ARelA 7948 ARE AT
Eo] BF Huo AHE 7|Zsnh o] u, o]dAE  7F A=A 2HURJIA JAAAAE T AT+ Ak A
AAG ] mep HFAHoR Ho] Egoldol Al8E 3 = HE20], ASARE25] 2 LFs ARE F7L
S 1697031, F 7607 T5 F 6777019 FHo] o) AHom FAT i, IS AR} Fd AR R
7F obd FHoR pAHAT 72t FHoA Az Ert T HUSEES ASAQ gl Ve RdS AT
Fay FEL 199/, K-Ft 7 dug g 49 F AUk AAG dolgol S3td st dagse 4
S} B =3k ko] FR o] £x} Mgl ALY 7MY &) Theeta, B4 AR 913 9 dloly WA18], A
2 FAd £33 =2 FE 4, A wPol Be Wrbsd AZY @ T 54 WARL, AR ASAE
FTEEol UHH e AL AT 5 AATh o9 F o Held WAll6]E T2
o] 037 049 AF AxE WuwsRH ZAs A4E
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