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Abstract:
The neutral corridor is an important pattern formed within a time series. By studying neutral corridors,
we can obtain two pieces of valuable information for decision making by engineering managers. One is
when the time series has broken out of the neutral corridor, the other is to determine how far the time
series will move upward or downward after it breaks out.

A pattern comparison method has been developed for breakout signal detection. The neutral corridor
can be regarded as a group of observations with a similar pattern. Once the pattern is violated, the
neutral corridor will not last, and the time series breaks out of the corridor. By using ModelWare
software, a similarity value was computed to quantitatively measure the similarity between new
observation and the original data called Reference Data. This similarity value was then compared with
a predetermined threshold value. If the similarity value exceeded the threshold value, a breakout signal
was detected. A total of 20 neutral corridors were detected for the breakout signal and correct and
timely signals were obtained for all of them.

To project the movement out of the neutral corridor, the author has derived a mathematical model that
reveals the cause-and-effect relationship between the projection and its previous consolidation. A
neutral corridor can be viewed as an energy building zone. Once the time series breaks out, the energy
will be transferred and drive the time series to move. Further research concerning this mechanism
needs to be conducted. However, the model was validated by 26 neutral corridors formed by historical
market security data. It was observed that 23 out of the 26 obtained less than 7% percent error for the
projection. 
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