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trending as well as volatie market by functioning as trend followi
indicators as well as oscillators.

According to Achelis Steven B (2005) Time Series Forecs
indicator has advantages over classic moving averages. In contrast

ice changes as moving average does.

Murphy John J (1999) acknowledged the significance of vol
indicators in determination of market trend. He explained how to inte
the liquidity indicators like open interest to understand the derivati
segment, accumulation distribution line to know the market stren
OBYV indicator to know how smart money moves in the market

volume moving average to understand the money flow in accumulati
or distribution of a particular share.

Penn David (2009) noticed that the most
information comes from the price itse
are often better used in non-traditional Ways and many technic:
indicators that are not considered to be momentum indicators ¢
actually form the basis of 3 momentum technician’s method of enteri
and exiting markets.

Murphy John J (1999) cited some useful strategies for trades,
according to him the best price level to buy a stock is the near
support level also the best price level to sell a stock is in the vicinity of
resistance levels. He also stated that use ofmoving averages, MACD.
ADX. trend lines, volume and oscillators like RSI and Stochastic are
useful for generating and confirming trading signals, .

However Thorp Wayne (2000) clarifies that there is no such thine
as a universally profit making indicator rather; different condition
dictate the use of different technical indicators.

Wong Wing-Keung, Manzy rMeherand Chew Boon-Kiat (2003
ucknowlcdged the role of technical analysis in signaling the timing
of entry and exit trades. Using moving average and RS indicators on
Singapore data, the results indicate that the indicators can be used to
generate a significantly positive retum, Their study revealed that member

accurate moment
I, traditional momentum indicat
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firms of Singapore Stock Exchange (SES) tend to enjoy substantial
profits by applying technical indicators.

Beyoglu Belin and Ivanov Martin (2008) have analyzed 559 CAN
SLIM stocks for the year 2007 with the help of back testing procedure
of TradeStation trading platform and applying the rate of return on
investment ratio. According to them the Moving Average Crossover
strategy gives more opportunities to earn high profits.

According to Sincere Mike (2004) study of price and volume
indicators can help to understand the strength and weakness of the
market. Stock charts along with the volume indicators can be used to
identify market tops and bottoms.

Furthermore, Todd Timothy and MetghalchiMassoud (2010)
made comparative analysis of three common technical trading indicators
(simple moving average, RSI and Parabolic SAR ) with the buy-and-
hold strategy for the American S&P 500 index with its 17 years’ data is
undertaken. According to them in some, but not all the market situations,
technical indicators can be used as predictive tools of upcoming market
direction. They acknowledged RSI as a robust indicator among all.

Hsu Po-Hsuan and Kuan Chung-Ming (2005) put forward
that simple trading rules and investor’s strategies are profitable for
the samples of relatively young markets (NASDAQ Composite and
Russell 2000) but not for those of more mature markets (DJIA and
S&P 500) in comparison of buy-and-hold strategy. For arriving at
this conclusion they examined the profitability of technical analysis
using four main indices (DJIA, S&P 500, NASDAQ, Russell ) from
both relatively mature and young markets for judging profitability of
filter rules (FR), moving averages (MA), support-and-resistance (SR),
channel breakouts(CB), and on-balance volume averages (OBV) with
the help of return on investment ratio.

Barber Brad M. and Odean Terrance (2000) conducted
survey of more than sixty six thousand retail investors to evaluate
their trading results with the help of statistical tools and ratios like
return on investment, geometric mean return, etc. According to them
individual investors who hold common stocks directly pay a tremendous
performance penalty for active trading which is caused owing to their
overconfidence which eventually results into poor performance of
individual investors. Finally, they concluded that trading (whether
based on technical indicators, or else) is hazardous to wealth.
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Whereas Courter Mack (2010) suggested that investors can reduc-
risk in his portfolio with the help of moving averages. Using the S&-
500 as a proxy investment, he found that 200-day moving averag
strategy works best during trending markets, but fails in sideway=
His study also confirmed that the 50-day/200-day crossover syste:
is superior to the 50-day or 200-day moving averages by themselaﬂ

Lento Camillo (2008) recommended the view of using a combinati
of different technical indicators. According to him, the combinati
of different technical indicators can generate more profitable resul
than the results generated by any individual technical indicator. F
supporting his view, he examined the success rate of technical indicat
(ADX, Bollinger Band, Moving Average, Parabolic SAR, Stochas
Oscillator, RSI. Ultimate Oscillator, MACD, CCI, ROI) on the S&
500 from January 1950 to March 2008.The annualized returns fro
trading rules are compared with buy-and-hold strategy. Profitability i
determined by comparing the returns generated by the trading sign:
and the buy-and-hold return, calculatzd by using return on investme;
ratio. The results of the study supported that a better performance cas
be achieved by the combined use of indicators, in the form of giving
more powerful, and profitable trading signal.

Boghdadiand OmranSherin (2013) proposed use of optimizatio
for solving problem of determining appropriate parameters of technica
indicators for profitable decision making. In their study, they testet
the results of Double Exponential Moving Average Crossovers, RSI
MACD and MARSI (Moving Average RSI) indicators on 30 year
of historical data of DJIA to study the utility value of optimization.

Eric Dejan, Andjelic Goran and RedzepagicSrdjan (2009
studied application of various parameters of MACD (Moving Averagi
Convergence Divergence) and the RVI (Relative Volatility Index
indicators for profitable entry and exit positions. They covered th
sample representing stocks which are continually traded on the financia
market of the Republic of Serbia. The main goal of the research is t
identify the most profitable parameters of the MACD and RV indicator
with the help of optimization. The main hypothesis of the researcl
is that the use of optimization for discovering profitable parameter:
of MACD and RVI indicators. Research results indicate significan
possibilities in the application of MACD and RVI indicators of technica.l
analysis as functions of making optimum decisions on investment. Thet:
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study confirmed the main hypothesis that the use of optimization for
discovering profitable parameters of MACD and RVI indicators. The
results also imply that the MACD and RVI indicators are effective upon
formulating and optimizing investment strategy on financial market
in transitional countries. They concluded that investment strategy that
comprises the optimization of technical analysis indicators is more
profitable than the one that is based on simple buy & hold approach.
Specifically, it is important to determine optimal parameters of the
MACD and RVI indicators for each stock separately for better results.

According to Zamansky and Stolz M (1999) explained the
importance of money management while back testing and optimizing
the results for designing the trading plan. They pointed out that most
of the traders focus on optimizing the trading system rules without
considering money management which is not a prudent practice of
designing the profitable trading plan.

Boobalan C (2014) studied application of technical indicators
for profitable investment decisions His study deals with charts of five
companies listed in NSE (i.e. WIPRO, SBIN, GAIL, ONGC, ITC)
for the period between February 2011 and March 2014 for testing the
profitability of Exponential moving average, MACD and RSI. According
to him, technical analysis can predict the ideal investment decision
of the stock market. But more accurate predictions of stock prices of
companies are possible by the study of fundamentals of companies
along with technical analysis.

2.4 SUMMARY

This chapter includes reviews on the studies conducted in the area of
EMH, Fundamental analysis, Behavior finance and Technical analysis,
which deal with stock price behavior. It also includes reviews of studies
in the area of technical charts and indicators. By conducting these
reviews. it is found that there has been no dearth for both theoretical and
empirical literature on the stock price behavior theories. Furthermore
a good number of diverse literatures exist on the subject relating to
study of transactions triggered by technical indicators with the help of
back-testing procedure and profitability ratios. But no sufficient studies
have been conducted with the help of charting software and back-testing
on historical stock price data pertaining to inter comparison of returns
generated by each technical indicator with itself over a period of time
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