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Unit - 4
Oscillators and Market Indicators

Oscillators and market indicators are technical analysis tools used by traders and
investors to assess market momentum, overbought or oversold conditions, and potential

trend reversals. Here are some common oscillators and market indicators:

1. Relative Strength Index (RSI) :

- RSI is a momentum oscillator that measures the speed and change of price

movements.
- RSI ranges from 0 to 100 and is typically calculated over a 14-day period.

- Readings above 70 indicate overbought conditions, suggesting that the asset may be

due for a correction.

- Conversely, readings below 30 suggest oversold conditions, indicating that the asset

may be undervalued and due for a bounce.

2. Moving Average Convergence Divergence (MACD) :

- MACD is a trend-following momentum indicator that shows the relationship between

two moving averages.

- [t consists of the MACD line (the difference between the 12-day and 26-day
exponential moving averages) and the signal line (a 9-day exponential moving average of

the MACD line).

- Bullish signals occur when the MACD line crosses above the signal line, indicating

potential upward momentum.

- Bearish signals occur when the MACD line crosses below the signal line, suggesting

potential downward momentum.
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3. Stochastic Oscillator :

- The Stochastic Oscillator compares the closing price of an asset to its price range over

a specific period.

- [t consists of two lines: %K, representing the current price relative to the price range,

and %D, a moving average of %K.

- Readings above 80 indicate overbought conditions, suggesting a potential reversal to

the downside.

- Readings below 20 indicate oversold conditions, suggesting a potential reversal to the

upside.

4. Average True Range (ATR):

- ATR is a volatility indicator that measures the average range between high and low

prices over a specific period.

- A higher ATR value indicates higher volatility, while a lower ATR value indicates

lower volatility.

- Traders use ATR to set stop-loss levels and determine position size based on the

current market volatility.

5. Volume Oscillator :

- The Volume Oscillator compares two volume moving averages to identify changes in

trading volume.

- Bullish signals occur when the shorter-term volume moving average crosses above

the longer-term volume moving average, suggesting increasing buying pressure.

- Bearish signals occur when the shorter-term volume moving average crosses below

the longer-term volume moving average, indicating increasing selling pressure.
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6. On-Balance Volume (OBV):

- OBV is a cumulative indicator that adds or subtracts volume based on whether the

price closes higher or lower compared to the previous day.

- Rising OBV suggests accumulation (buying pressure), while falling OBV suggests

distribution (selling pressure).

- Divergence between OBV and price movements may indicate potential trend

reversals.

These oscillators and market indicators provide valuable insights into market dynamics,
helping traders identify potential trading opportunities and manage risk effectively.
However, it's essential to use them in conjunction with other technical analysis tools and

consider broader market factors for comprehensive market analysis.

19BAT707-Investment Analysis and Portfolio Management/K A Suruthika/AP/B-SPINE



