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UNIT-4 

TECHNICAL ANALYSIS 

CHARTING METHODS 

1. You are a financial analyst at a wealth management firm, and one of your clients 

is interested in investing in a pharmaceutical company. The client is particularly 

interested in using technical analysis to make informed investment decisions. The 

stock has shown some notable price movements over the past few months. 

Question: 

Based on the historical stock price movements, identify one common chart pattern that 

you observe. Explain how this pattern could be interpreted in terms of potential future 

price movements. 

If the pharmaceutical company is expected to release a new drug in the next month, 

discuss how this upcoming event might influence the reliability of the identified chart 

pattern. Are there any adjustments or considerations you would suggest in light of this 

event? 

Considering that your client prefers a balanced and moderately conservative approach, 

explain how the identified chart pattern could be used to set a target price for buying and, 

if necessary, a stop-loss level to manage potential downside risk. 

2. You are a financial analyst advising a group of individual investors who are 

interested in a retail company that has recently faced challenges in the market. The 

company's stock price has been on a downtrend for the past several months due to 

factors such as increased competition and a decline in consumer confidence. 

Question: 

Using a basic line chart, analyze the historical stock price of the retail company. Highlight 

and explain one trend that stands out to you. How might this trend influence the 

investors' perception of the company's performance? 

Considering the company's recent challenges, the management has announced a series of 

cost-cutting measures and a strategic partnership with a popular e-commerce platform. 
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How might these fundamental developments be reflected in the stock's chart patterns, 

and how could technical analysis help in identifying potential reversal signals? 

The investors you are advising have different risk appetites. Suggest one risk 

management strategy using technical analysis that a conservative investor could employ 

in this situation, and contrast it with a strategy that a more aggressive investor might 

consider. 

FUNDAMENTAL VS TECHNICAL ANALYSIS 

1. You are a financial advisor assisting a group of investors who are debating 

between two potential investment opportunities: a well-established energy 

company and a promising technology startup. The investors are divided on 

whether to prioritize fundamental analysis or technical analysis in making their 

decision. 

Question: 

For the energy company, discuss two key fundamental factors that investors should 

consider in their analysis. How might these factors impact the long-term outlook of the 

company, and why are they crucial for fundamental analysis? 

For the technology startup, identify and explain two technical indicators or chart patterns 

that investors could use to assess the short-term and medium-term potential of the stock. 

How might these technical signals provide insights that complement or contrast with the 

fundamental analysis of the startup? 

Given that some investors in your group favor a more conservative approach, explain how 

a focus on fundamental analysis could help them assess the stability and sustainability of 

returns for the energy company. Conversely, for the investors leaning towards a more 

aggressive strategy, discuss how incorporating technical analysis could aid in identifying 

entry and exit points for the technology startup. 

2. You are a financial analyst working for a mutual fund company, and your team is 

considering two stocks for inclusion in one of your funds. One stock belongs to a 

stable utility company, while the other is from a rapidly growing biotechnology 

firm. The fund manager has asked for your recommendation on whether to use 
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fundamental analysis, technical analysis, or a combination of both in the decision-

making process. 

Question: 

For the utility company, identify and discuss two key fundamental metrics that are 

essential for evaluating the stock's long-term potential. How would these metrics help 

assess the company's financial health and growth prospects? 

For the biotechnology firm, highlight two technical analysis tools or chart patterns that 

could provide insights into short-term price movements. Explain how these technical 

indicators could assist in identifying potential entry or exit points for the stock. 

Considering that the mutual fund's objective is to provide a balanced and stable return, 

propose a strategy for combining fundamental and technical analysis in the decision-

making process. How can both types of analysis be leveraged to manage risks and 

optimize returns for the fund investors? 

MARKET INDICATORS 

1. As a financial analyst, you have been tasked with evaluating the current market 

conditions to provide insights for a group of investors considering various 

investment options. Your focus is on using market indicators in technical analysis 

to guide your recommendations. 

Question: 

Identify and explain two broad market indicators commonly used in technical analysis. 

How do these indicators provide information about the overall health of the market, and 

what signals might they generate for investors? 

The investors you are advising are particularly concerned about potential market 

reversals. Discuss how a trend-following indicator and a momentum indicator could help 

in identifying potential reversal points. Provide specific examples of how these indicators 

might be interpreted in the context of market reversals. 

The stock market has recently experienced increased volatility due to global economic 

uncertainties. Suggest one volatility indicator that investors could use to gauge the level 



    

19BAT707-INVESTMENT ANALYSIS AND PORTFOLIO MANAGEMENT-SURUTHIKA K A/AP/B-SPINE 

of market risk. How might this indicator assist investors in making more informed 

decisions, especially during periods of heightened volatility? 

2. You are a financial analyst working for a brokerage firm, and your clients are 

interested in understanding the current market sentiment and potential 

opportunities. The clients have a preference for short-term trading and are looking 

for insights derived from various market indicators in technical analysis. 

Question: 

Choose two sentiment indicators commonly used in technical analysis and explain how 

they can provide insights into the mood of the market participants. How might these 

indicators be interpreted by short-term traders looking to capitalize on shifts in 

sentiment? 

The clients are particularly interested in identifying potential trend reversals in 

individual stocks. Discuss how a volume indicator and a moving average could be 

employed to assess the strength of a current trend and signal a possible reversal. Provide 

examples of how these indicators might be applied to specific stock charts. 

In the context of short-term trading, the clients are concerned about the impact of news 

events on stock prices. Propose a strategy using a news-based indicator that could help 

traders stay informed about market-moving events. How might this indicator be 

integrated into their trading decisions to manage risk and seize opportunities? 

TRENDS, TREND REVERSALD AND TREND PATTERNS 

1. You are a technical analyst at an investment advisory firm, and your team is 

evaluating potential investment opportunities for a group of clients. Two stocks 

have caught your attention: one from a well-established manufacturing company 

and the other from a rapidly growing e-commerce giant. The clients are seeking 

insights into trends, potential trend reversals, and patterns in these stocks. 

Question: 

For the manufacturing company, identify and discuss one trend-following indicator that 

could help assess the strength and direction of the stock's trend. How might this indicator 
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be used to confirm the prevailing trend, and what implications could it have for long-term 

investors? 

The e-commerce giant's stock has recently experienced a sharp decline. Propose a 

combination of two technical indicators or chart patterns that short-term traders could 

use to identify a potential trend reversal. Explain how these indicators or patterns could 

signal a change in the stock's direction. 

Both stocks have shown some repetitive price movements over the past year. Identify 

and explain one common chart pattern that could be observed in the manufacturing 

company's stock and another in the e-commerce giant's stock. How might these patterns 

be interpreted by technical analysts, and what potential trading opportunities or risks do 

they present? 

2. You are a technical analyst working for an investment research firm, and your 

team is evaluating the stock of a technology company that has recently undergone 

significant management changes. The clients are interested in understanding the 

impact of these changes on the stock's trends, potential trend reversals, and any 

emerging chart patterns. 

Question: 

The new management of the technology company has outlined a bold strategy for 

expansion and innovation. Identify and discuss one momentum indicator that could 

provide insights into the stock's potential for sustained upward movement. How might 

this indicator be used to evaluate the success of the new strategy and the market's 

reaction? 

Despite the positive strategic outlook, there are concerns about the stock's recent 

downward trend. Propose a combination of two trend reversal indicators or chart 

patterns that could help investors identify a potential reversal in the current downtrend. 

Explain how these indicators or patterns might be interpreted in the context of the stock's 

recent management changes. 

As part of your analysis, you observe a unique chart pattern forming in the stock's price 

movements. Identify and explain this pattern, and discuss how it might be linked to the 

market's sentiment regarding the technology company's management changes. How 
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could investors leverage this pattern for potential trading opportunities or risk 

management? 

MOVING AVERAGE AND EXPONENTIAL MOVING AVERAGE 

1. You are a financial analyst advising a group of investors who are considering two 

stocks for their portfolio. One stock is from a stable utility company, and the other 

is from a dynamic tech startup. The investors are particularly interested in using 

moving averages (MA) and exponential moving averages (EMA) to guide their 

investment decisions. 

Question: 

For the utility company, discuss how a simple moving average (SMA) could be applied to 

the stock's historical price data. How might the SMA help investors identify trends and 

potential support or resistance levels? 

The tech startup has experienced significant price volatility. Recommend the use of an 

exponential moving average (EMA) to the investors for this stock. Explain how the EMA 

could provide a more responsive measure of recent price movements and how it might 

be used to capture short-term trends. 

Given that the investors have different risk appetites, discuss the implications of using 

moving averages for risk management in both stocks. How might investors use 

crossovers between short-term and long-term moving averages to make decisions about 

entry and exit points in the utility company and the tech startup, respectively? 

2. You are a financial analyst working for a wealth management firm, and your 

clients are interested in diversifying their portfolio with exposure to both 

established and emerging markets. They are seeking guidance on using moving 

averages and exponential moving averages to assess the trends and potential 

investment opportunities in two distinct markets: a mature market in Europe and 

a rapidly growing market in Southeast Asia. 

Question: 

For the European market, recommend the use of a simple moving average (SMA) to 

analyze the historical price movements. Discuss how the SMA can help identify trends 
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and potential reversal points in the European market. What considerations should 

investors keep in mind when interpreting the SMA in this context? 

In contrast, for the Southeast Asian market, advocate the use of an exponential moving 

average (EMA). Explain how the EMA's responsiveness to recent price changes could be 

advantageous in capturing short-term trends and managing potential risks associated 

with higher volatility in emerging markets. 

The clients are particularly interested in understanding how these moving averages can 

assist in setting entry and exit points for investments in these markets. Provide an 

example of how crossovers between short-term and long-term moving averages could be 

used to make decisions about when to buy or sell assets in both the European and 

Southeast Asian markets. 

OSCILLATORS 

1. You are a financial analyst advising a group of investors who are exploring 

potential investments in the technology sector. The investors are keen on 

incorporating oscillators into their analysis to identify entry and exit points for 

trades. You are specifically looking at two technology stocks with differing risk 

profiles: one from an established tech giant and another from an up-and-coming 

startup. 

Question: 

For the tech giant, recommend the use of a momentum oscillator, such as the Relative 

Strength Index (RSI). Explain how the RSI can be applied to assess the stock's overbought 

or oversold conditions and how investors might interpret these signals. Consider the 

implications of using RSI in the context of a well-established and stable company. 

The startup has shown erratic price movements, and investors are concerned about 

potential trend reversals. Suggest the use of a stochastic oscillator to the investors. 

Discuss how the stochastic oscillator can help identify potential turning points in the 

stock's price movements and how it might be beneficial for managing risks associated 

with the startup's higher volatility. 
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Given the different risk profiles of the tech giant and the startup, elaborate on how 

divergence or convergence patterns in the chosen oscillators could assist investors in 

making more informed decisions. How might investors utilize divergence signals to 

identify potential shifts in momentum for the tech giant and the startup? 

2. You are a financial analyst working for a hedge fund, and your team is exploring 

investment opportunities in the energy sector. The fund's investors have a 

preference for incorporating oscillators in their analysis to navigate potential 

market fluctuations. You are looking at two energy stocks: one from an established 

and dividend-paying utility company and another from a renewable energy 

startup. 

Question: 

For the utility company, recommend the use of the Moving Average Convergence 

Divergence (MACD) oscillator. Explain how the MACD can provide insights into the 

stock's trend momentum and potential trend reversals. Consider how this oscillator 

might align with the characteristics of a stable utility company with a focus on dividends. 

The renewable energy startup is known for its innovation but has experienced higher 

volatility. Propose the use of the Average True Range (ATR) oscillator to investors. 

Discuss how the ATR can help measure the stock's volatility and guide decisions related 

to setting stop-loss levels and managing risk in the context of the startup's dynamic price 

movements. 

Considering the fund's objective of achieving a balance between stability and growth, 

discuss how convergence or divergence signals in the chosen oscillators could assist in 

setting optimal entry and exit points for both the utility company and the renewable 

energy startup. How might these signals align with the fund's risk-return objectives? 

 

EFFICIENT MARKET THOERY 

You are a financial analyst working for a consultancy firm that provides investment 

advice to institutional clients. Your clients are divided on their views regarding the 

Efficient Market Theory (EMT). One group believes in the efficient market 
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hypothesis, while the other group is more inclined towards active investment 

strategies. 

Question: 

For the group favoring the Efficient Market Theory, the clients are considering investing 

in a widely followed large-cap stock. Explain how the EMT would influence their 

approach to analyzing and making investment decisions in this stock. How might the 

theory guide their views on fundamental analysis, technical analysis, and the potential 

for generating excess returns? 

Conversely, for the group skeptical of the Efficient Market Theory, the clients are 

interested in exploring opportunities in a niche sector with lower analyst coverage. 

Discuss how these clients might approach their investment decisions, considering the 

limitations of the EMT in less efficient markets. How could they leverage information 

asymmetry and market inefficiencies to potentially outperform the market? 

Given the ongoing debate within your client base, propose a balanced investment strategy 

that combines elements of both passive and active approaches. How might a blended 

strategy address the concerns of both groups while seeking to optimize returns within 

the framework of the Efficient Market Theory? 

ROC, MACD and RSI 

1. You are a financial analyst advising a group of investors interested in the 

technology sector. The investors are looking to incorporate Rate of Change (ROC), 

Moving Average Convergence Divergence (MACD), and Relative Strength Index 

(RSI) indicators into their analysis for two technology stocks, each with distinct 

characteristics. 

Stock A is a well-established tech company with steady growth and consistent 

performance. Stock B is a high-volatility stock from a smaller tech firm known for 

innovative but risky endeavors. 

Question: 

For Stock A, recommend the use of the Rate of Change (ROC) indicator. Explain how the 

ROC can be applied to assess the momentum of the stock's price movements. How might 
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investors interpret the ROC to identify potential acceleration or deceleration in the 

established tech company's growth trajectory? 

The investors are concerned about potential trend reversals for Stock B. Propose the use 

of the MACD indicator for this high-volatility stock. Discuss how the MACD could be 

employed to identify changes in trend momentum and potential reversal points. Consider 

the implications of MACD crossovers for making decisions about Stock B. 

Given the varying risk preferences of the investors, suggest the use of the Relative 

Strength Index (RSI) for both stocks. Explain how the RSI can help investors assess 

overbought or oversold conditions. How might divergence or convergence signals in the 

RSI assist in making decisions about entry and exit points for both the stable Stock A and 

the volatile Stock B? 

2. You are a financial analyst tasked with evaluating potential investments in the 

healthcare sector. The investors you are advising are interested in incorporating 

Rate of Change (ROC), Moving Average Convergence Divergence (MACD), and 

Relative Strength Index (RSI) indicators into their analysis for two healthcare 

stocks. 

Stock X is a pharmaceutical company with a history of stable growth and consistent 

revenue streams. Stock Y is a biotech startup that recently went public and has 

shown substantial price volatility. 

Question: 

For Stock X, recommend the use of the Moving Average Convergence Divergence (MACD) 

indicator. Explain how the MACD can be applied to assess the stock's trend momentum 

and potential trend reversals. Consider how MACD crossovers might be interpreted in 

the context of a pharmaceutical company with established market presence. 

Given the high volatility of Stock Y, suggest the use of the Rate of Change (ROC) indicator 

for this biotech startup. Discuss how the ROC could help investors assess the speed and 

magnitude of price changes in Stock Y. How might the ROC be beneficial in identifying 

potential entry or exit points in a more volatile market environment? 
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For both stocks, propose the use of the Relative Strength Index (RSI) as a tool for 

assessing overbought or oversold conditions. Explain how investors might interpret RSI 

signals to gauge the potential for price corrections in Stock X and to manage risks 

associated with the higher volatility of Stock Y. 

 

 


