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Conceptual Framework

1.- Changes in investors’ mood provide evidence of anomalies in the behavior of 

stock markets (Nofsinguer, 2005, Corredor, Ferrer and Santamaría, 2013)

We observe these changes in:

• Weather (Hirshleifer and Shumway, 2003, Jacobsen and Marquering, 2008)

• Seasonal patterns like vacations “sell in May and go away” or the “Halloween” 

effect (Bouman and Jacobsen, 2002; Marshall 2010) 

• Moon (Yuan, Zheng and Zhu, 2006)

• Sports results (Edmans, García and Norli, 2007; Chang, Chen, Chou and Lin, 

2012; Berument, Ceylan and Gozpinar, 2006; Kaplanski and Levy, 2010; 

Mishra and Smyth, 2010; Gómez and Prado,2014).

2.- How to measure mood to predict market trends (Hilton, 2001) Big Data approach:

• Wu et al. (2013) use big data to predict market volatility, 

• Moat et al. (2013) use Wikipedia to determine investor feelings, 

• Gómez (2013) elaborated a “Risk Aversion Index” based on the stats of 

Google Trends.



Hypothesis and Data

H1: A big data algorithmic trading system based on artificial intelligence models 

over investors’ mood using Google Trends can generate positive returns.

We will validate this hypothesis if we reach three evidences:

1. Profit/Loss amount is positive including license costs and trading 

commissions.

2. Success rate is higher than 50%

3. Profit factor is higher than 1

Goggle Trends: Data available from 2004 in a monthly base.

Prospective analysis starts in January 2017 and ends in February 2018

All the quotes and stats used in this study has been provided 

by Trading Motion. https://www.tradingmotion.com/

The Data Mining tool used has been dVelox developed by 

Apara. http://www.apara.es/es/

https://www.tradingmotion.com/
http://www.apara.es/es/


Google search statistics of 

economic and financial terms that 

are correlated with the evolution of 

the market

Swing trading systems maintain 

long or short position 

depending on the prediction of 

the previous model

Methodology

Data publication Training Prediction Trading

With the available data, a 

model is constructed that 

explains the evolution of 

the index

Two stages.

1. Training

2. Optimization

Prediction for the next 

month



Results

Example of Bayesian Network Trained (Google Trends Monthly Nasdaq)



Results

Performance of Google Trends Monthly 

Table 1. Performance of Big Data trading algorithmic systems on Investors’ Mood  

Index Profit/Loss Success rate Profit 

Factor 

Sharpe 

Ratio 

Ibex 35 -824,00 € 47,80% 0,99 -0,64 

Eursotoxx 50 -560,00 € 50,50% 1,00 -0,12 

Dow Jones 16.919,00 € 58,20% 1,36 1,52 

S&P 500 20.803,00 € 60,70% 1,44 1,86 

Nasdaq 34.628,00 € 62.40% 1,54 2,43 

Source: Trading Motion (2018) 



Conclusions 

In this study, we used an innovative approach to check the capability of the 

behavioral finance and the Investors’ Mood to predict the evolution of the 

financial markets.

We can check that these “pure investors’ sentiment” systems can be profitable 

for the American indexes while the result is poor for European ones. 

1. Google Trends is a good investors’ sentiment metric for the American indexes 

studied, closer than global sentiment if Google Trends has been no limited by 

location. The poor results for Ibex or Eursotoxx suggests a limitation in 

Google Trends stats for this models in further investigation.

2. Trading systems can be developed using an alternative approach to common 

systems based on technical analysis. This study has shown how the trading 

system for Dow Jones, S&P 500 and Nasdaq, based on the predictions of an 

artificial intelligence model that uses investors’ mood from Google Trends to 

predict is capable to generate positive returns in a long/short strategy.



Next step

https://www.tradingmotion.com/Strategies/Explore

https://www.tradingmotion.com/Strategies/Explore
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VLP Simulation
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Long/Short Mutual Fund using different 

Google Trends algorithmic trading 

systems

1. Google Trends Monthly NQ
2. IA 6m Ibex Mood
3. Google Trends Weekly GC
4. Google Trends Monthly ES
5. Google Trends Monthly FDXM
6. Google Trends Weekly FDXM
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