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Abstract

The fluctuations in the stock market have a profound impact on investors’ decisions, highlighting
the crucial significance of quantitative stock selection. This study innovatively combines text anal-
ysis with the Long Short-Term Memory neural network (LSTM) to construct a stock selection model.
The model first utilizes TF-IDF and TextRank to analyze relevant financial news and industry briefs,
unearthing popular and favorable industries and stocks. Then, it employs the LSTM model to pre-
dict the lowest price trends of the selected stocks, providing a reference basis for investors’ decisions.
Through model evaluation, its Mean Squared Error (MSE) reaches 0.02037, the Mean Absolute Error
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(MAE) is 0.09182, and the Coefficient of Determination (R?) is 0.9754, indicating that the model has
a good prediction effect. Through text analysis, it is determined that the technology industry is a
popular and favorable industry, and two stocks, Jiuzhou Group and Focus Technology, in this indus-
try are selected for case analysis, confirming that the LSTM model with a sliding window is superior
to the LSTM model without a sliding window in prediction accuracy. The results of this study open
up a new direction for quantitative stock selection and are expected to help investors make more
scientific and rational decisions and make their investment behaviors more forward-looking and
accurate.
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Figure 1. TextRank word cloud (based on aggregated financial news from three platforms)
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Figure 2. TF-IDF word cloud (aggregated from three financial news platforms)
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Figure 3. TextRank word cloud (tech industry brief)
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Figure 4. TF-IDF word cloud (tech industry brief)
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Figure 5. Trend of predicted and actual values over time for Jiuzhou Group
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Figure 6. Trend of predicted and actual values over time for Focus Technology
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