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ABSTRACT

Prevailing business environment is full of complexities and confusion which leads to investors in
a great dilemma while making strategic decision pertaininguyang and selling of securities
Stock market plays a vital role in mobilizing the savingsdiadrting it into industrial enterprises.
Investment in stocks is not well received by all investors. Only those investors who are prepared
to take risk can venture into stock market. For stock selection investors will consider number of
factors such as enomy, industry and performance of companyestment may be made from
short term perspective and from long term point of view. Short term investors will analyze the
market movement and they may decide to enter and exit the stock market at the apphmeriat

to maximize their profit. Though numbers of statistical tools are available 265 days daily moving
average, relative strength index and rate of change are considered as reliabld&plthshort

term investorsThis study focuses on the movent of American and Asian indices such as
NASDAQ, NSE, AORDASX, KualaLumpur Stock Exchang&traits Times Indext analyzes

and suggests suitable time for buying and selling of securities from such investment. In this
empirical and analytical study, té@mdices were taken by the authors to make tentative prediction

about buying and selling of securities.
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INTRODUCTION:

In the prevailing business environment which is full of complexities and confusion, it
becomes very difficult for the investors to take strategic decision for making investment. Various
tools and techniques (fundamental and technical) have been aval#ideitvestors but no one
can fully resolve the problem of making buying and selling signals in the market. As every investor
wants to protect himself/herself from the spontaneous and unpredictive market happenings.
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The present study explores the efiieetess of RSI, ROC and Moving Average Tool as a
technique of Technical analysis for giving tentative predictions about buying and selling signals.
These tools compare the relationship of closing price to 3 different tools patterns to generate a
signal whe to buy and sell stocks. The trading rules were tested over the yea/®®@®l, h period
of time that exhibited bull and bear markets, to determine if traders could actively trade a stock
and beat a passive investment strategye&eser tested thesets to 5indices for 5 years (2011
2016. ThelO indices arelSE, AORDASX, KualaLumpur StockExchangeStraitsTimes Index,
NASDAQ.

Given a series of numbers and a fixed subset size, the first element of the moving average
is obtained by taking the anagye of the initial fixed subset of the number series. Then the subset
is modified by "shifting forward"; that is, excluding the first number of the series and including
the next number following the original subset in the series. This creates a newofSulbsebers,
which is averaged. This process is repeated over the entire data series.

STATEMENT OF THE PROBLEM:

Investor may lose money in stock market because of various economic reasons or
fluctuation.By using moving average tool, canmoédict stock market exactly. Investing in stock
market is riskierReturns are not guaranteed in stock market.

OBJECTIVES OF THE RESEARCH:

This study aims to check the applicability and effectiveness of Moving Average
convergence and divergendeelative Strength Index and Raté Change Tool as a decision
making tool to tke buy and sell decisions in multiphedices.

LIMITATIONS OF THE RESEARCH:

By using all these tools, researcher cannot able to accurately identify the market condition.
Buying and selling signals may not be alwaijght, Weeklydatafor 5 years for 12 indices.
Difficult to plot graph, because researcher needs 3 axes to plot.

RESEARCH METHODOLOGY :

The present study has been conducted to find out a solution for the problem to take buy
and sell decisions about securities in the American and Asian indices through the moving average
convergence divergence, Relative Strength Index and Rate Of Changenargs of technical

analysis. Thus, empirical and analytical research design has been used in this study.
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LITERATURE REVIEW :

Brock, Lakonishok and LeBaron (1992) analyzed moving average trading rules for 18986
dataset on Dow Jones Industrial average and concluded that on average, the strategies were
profitable. Long (short) positions mean returns were higher (lower) than unconditional returns.

Commonlyused return generating models cannot explain the rules profitability.

Wong, Manzur and Chew (2003) research was for Singapore Index for dataset ranging from
1974 to 1994. They used MA rules with RSI for generating trading signals and concluded that on
avelge, the strategies are profitable or when they are not, they have some predictive power.
Nevertheless, they show that the confidence levels of excess returns decrease from between 1%

and 5% during the first half of the sample to a level of 10% durinmtist recent period.

Ram kumar kakani investigated the Simple Moving Average (SMA) and the Displaced Moving
Average (DMA) trading rules to test the weak form efficiency of the Indian equity markets. The
indicators were applied on the S&P CNX Nifty, BSE Sanas well as multiple individual stocks

for a time period spanning 15 years (129D5). Our results provide sufficient evidence that the
DMA indicator is a highly successful trading rule that generated profitable signals even after

adjusting for transaiin and other costs.

S K Mitra analyzed the benefits of moving average based trading rules in India for the period
December 2004 to November 2014 covering a period of ten years. She used two stock indices
namely Nifty and Junior nifty, jointly they ®er top 100 stocks traded in Indian market. It is found

that many trading rules offer profit opportunity without trading costs, but the profit vanishes when
trading costs are accounted. She therefore estimated breakeven trading cost for each trading rules
and found that it is very difficult to trade below breakeven trading cost and accordingly, small

investors need to keep an eye on trading cost before selecting trading rule.
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VI DATA ANALYSIS AND DISCUSSION:
1.NSE:
MACD:
Chartno: 1
MACD of NSE

NSE

Closing price

SL-Iel-+T

Initially, MACD was negative on 5March 2011 then it increased after one fall on16th
May 2011 to 155.97. On #une, 2011, it showed a peak point and a bearish trend after that can
be predicted. Then there was a fluctuation in MACD, between Mar€h20d.3 and 18 May
2013. MACD grew regularly till July 22th 2013 it reached at 205.81, it was a bullish market. After
22nd July, 2013 and it moved again towards down fall this time it cari@&ton 18 August,
2013.There was regular fluctuation in MAG@Dring 23! September 2013 till foFebruary 2014.
It showed a peak point on 2Quly 2015 that was 240.45 that was a bullish market. Later there
was a fall in the MACD on 21September 2013 and it was bearish market and definitely moves
towards bulli& market. Again there was a peak off' 04n 2016.now the market is declining and

at last market was negative €82 on ' Feb, 2016.

During the following periods the MACD line forms a peak giving a signal of trend reversal,

i.e., conversion of a bullishmarket into bearish market:

11 July2011, 240ctober2011, 16April 2012,6, May2013,8, July2013, 01Septembep014, 17
November2014, 30March2015,3, August2015,5, October2015,14, Decembef015.

From the following dates the MACD lineforms a trough, i.e., trend reversal takes place and

a bearish market starts converting into bullish market:

1 August2011, 80ctober2012, 11march2013, 2March2015,13 April 2015.
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