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Profitability of technical analysis in the Egyptian
Stock Exchange

Abstract

Although technical trading rules
have been widely used by pract-
itioners in financial markets, their
profit-ability still remains contro-
versial in academic studies.

This paper investigate the profi-
tability of moving averages (M-
A), Moving average convergen-
ce divergence (MACD), relative
strength index (RSI), stoch-astic
(K), and Bollinger bands (BB) in
the Egyptian Stock Exchange fr-
om 1998 to 2017.

Andits ability to outperform the
passive strategy “Buy and Hold”.

In addition to test the combined
signal approach(CSA),and com-
are its performance using thetep -

chnical analysis tools individually.

The Ttest and Bootstrap meth -
odology used to test the ability of
technical analysis tools to achi-
eve abnormal returns.

Also the Mann-Whitney test u-
sed to comparemeans.

We find that technical analysis
tools can achieve abnormal retur-
ns that can outperform buy and
hold strategy (except for the BB).

And the results support the su-
periority of the combined signal
approach for on the use of tech-
nical analytical tools individu-
ally.
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(Mann and Whitney, 1947) Mann-
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Statistic Kolmogorov-Smirnov®

Mean 0.0165 o

Statistic 0.146
Std. Deviation 0.03582
Minimum -0.51

Df 35638
Maximum 0.67
Skewness 0.525 )

Sig. 0.000
Kurtosis 21.262
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Return Descr(_aptive .
Statistic Kolmogorov-Smirnova

Indicator | Mean | Max | Min. S';c\i/ Skew. | Kurt. | Obs. Statistic Sig.
MACD 0.0208 | 0.4742 | -0.0911 | 0.0293 | 35513 | 37.3866 | 5093 0.112 .000
RSI 0.0297 | 0.4515 | -0.0271 | 0.0277 | 3.9144 | 38.4496 | 2360 0.145 .000
Stochastic 0.0265 | 0.4394 | -0.0889 | 0.0304 | 2.9355 | 26.6053 | 3441 0.108 .000
5,3Stochastic | 0.0236 | 04394 | -0.1199 | 0.0292 | 2.7660 | 26.2586 | 4454 0.105 .000
10 SMA 0.0240 | 0.6691 | -0.0683 | 0.0240 | 5.8858 | 99.5297 | 11741 0.148 .000
200 SMA 0.0318 | 0.4394 | -0.0144 | 0.0303 | 3.8982 | 36.5154 | 1916 0.146 .000
5,150DMA 0.0157 | 0.3600 | -0.0788 | 0.0330 | 2.3902 | 18.2441 | 1051 0.116 .000
2,200DMA 0.0226 | 0.3600 | -0.0889 | 0.0316 | 2.3506 | 17.3676 | 1367 0.111 .000
BB -0.0418 | 0.0049 | -0.5105 | 0.0344 | -3.5811 | 31.6637 | 4215 0.124 .000
Buy&Hold 0.0010 | 0.0209 | -0.0032 | 0.0031 | 25651 | 13.1489 | 298 0.149 .000

T-test Lid) milii -
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Indicator | MACD | RSI | Stochastic | Stochastic5,3 | 10SMA | 200SMA | 5,150DMA | 2,200DMA BB
T-test 50.61 | 52.05 51.03 54.1 108.49 45.88 15.45 26.42 -78.79
P.value 0.000 | 0.000 0.000 0.000 0.000 0.000 0.000 0.000 1.000

o e ST Ay 1aa Ja Asagleals ¢ jaaal)
Mean Difference e 35 jiall (sl
lae ey digall aaen (8 Ange aad Ciand )
sV asen of 6 BB il jaids ) e
3e lae paall G S Ange Mlse 33

il Sle gia A el

Clidgd) HLaA) il —a

Lpngie aladind S ' las) &l e STl
lls € ad) dsda (A mnse oo WS sl
ol s e cabiny ailall laugie IS 1Y) s,
slns ¥ alad) i of Jaadl iyl oY
pall (ayd (i ys pvalue zilad Uiy . jiaa
st Cllasgiall o) daadl il s

R Jal) cgal aflal " gl LA @il o( £ ) o) Jgan

Bootstrap?
Mean . 95% Confidence
: . Std. Sig.
Difference Bias - Interval
Error (2-tailed)
Lower Upper
MACD 02115574 -.00002465 | .00163666 .001 .01795980 | .02446301
RSI .02665394 -.00006521 | .00144698 .001 02381587 | .02974296
STOCH .02312151 -.00007634 | .00167204 .001 .01974505 | .02647859
Stoch 5,3 .02404373 -.00007260 | .00177225 .001 02056625 | .02746042
10SMA .02780670 -.00004021 | .00158237 .001 02472293 | .03110872
200SMA .02600886 .00000287 | .00163913 .001 02297467 | .02946884
5,150
DMA .01438 -.00010 .00222 .001 .00994 .01891
ézMog .02039041 .00006311 | .00168416 .001 01733856 | .02396757
BB -.03938756 .00002679 | .00190405 .001 -.04299696 | -.03559337

iy ¢ sl a0 lae Lo LIS adll il
«Mean Rank i)l Jawgic dad (e clld e

AW pdge aie of daall o of aag
G rALY e S daadl i) e YYARLAL
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. Mean Sum of Mann- Asymp. Sig.
Indi r N . Z :
dicato Rank Ranks Whitney U (2-tailed)
MACD 5093 2789.90 14208957.00
280628.000 -18.313 .000
Buy&Hold 298 1091.20 325179.00
RSl 2360 1472.00 3473917.00
15343.000 -26.940 .000
Buy & Hold 298 200.99 59894.00
Stochastic 3441 1984.25 6827806.50 119572.500 21.991 .000
Buy & Hold | 298 550.75 164123.50
Stochastic 5,9 4454 2482.31 11056197.00 000
192380.000 -20.554 '
Buy & Hold 298 795.07 236931.00
10 SMA 11741 6154.67 72261968.00 -26.686
168261.000 ’ .000
Buy & Hold | 298 714.13 212812.00
200 SMA 1916 1248.82 2392735.50
14718.500 -26.375 .000
Buy & Hold | 298 198.89 59269.50
5,150 DMA | 1051 727.05 764125.00
101899.000 -9.215 .000
Buy & Hold 298 491.44 146450.00
2,200 DMA | 1367 925.61 1265311.00
77083.000 -16.834 .000
Buy & Hold 298 408.17 121634.00
BB 4215 2108.59 8887712.00
2492.000 -28.778 .000
Buy & Hold| 298 4356.14 1298129.00
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Gy gukals ((OSA saalsll 5)LEY) 7354 (o2
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Baslgll L) £ igai dilal ilasy) Ciuagl :(1) aby Jgia

daanall LAY 7 igai

. L Kolmogorov-
Descriptive Statistics S
N Minimum | Maximum | Mean S.td'. Skewness | Kurtosis | Statistic | Sig.
Deviation

OSA 35638 -.5105 .6691 .016327 | .0357031 536 24.391 146 .000
2CSA 6075 -.1199 4742 .029747 | .0294602 3.427 30.619 130 .000
3CSA 1733 -.0889 4394 .037331 | .0339615 3.369 25.008 137 .000
>=4CSA | 538 .0020 4394 .045717 | .0416734 3.917 27.130 147 .000
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s Ole DL FLE Y a8y Jora miag
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daanal) CHLEY) Zdgadl Ay ola LA :(V) PBJ Jeda

. Mean Sum of Mann- Asymp. Sig.
Indicator . Z .
Rank Ranks Whitney U (2-tailed)

OSA 20130.87 | 717423916.00
2 CSA 25116.73 | 152584125.00 82372575 -29.830 000
OSA 18363.32 | 654432139.00
3 CSA 25321.62 43882367.00 19380798 -26.221 000
OSA 17959.59 | 640043827.50

4992486.5 -19.109 .000
>4 CSA 26627.79 14325748.50

(Tsinaslanidis and s cwdbia] Al
cllangal of caylal Al Zapr-anis, 2015)
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Abbey and Doukas, 2012; lento, lw
.(2007; Williams, 2006)
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