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CHAPTER ONE  

INTRODUCTION 

              

 

 

1.1 Overview  

As in all financial markets, primary question in the stock market is how market 

participants and stock traders forecast future market prices. The two general approaches for 

predicting stock market prices used by market professionals are fundamental or intrinsic 

value analysis and ñchartist" or "technical" analysis. Both type of analysis have been trying 

to answer the same question, but entirely different in nature.  

Fundamental Analysis is a method of evaluating a stock by attempting to measure 

its intrinsic value. Fundamental analysts study everything from the overall economy and 

industry conditions, to the financial condition and management of companies. In other 

words, fundamental analysis involves using real data to evaluate a stock's value. The 

method uses revenues, earnings, future growth, return on equity, profit margins and other 

data to determine a company's underlying value and potential for future growth.  

Technical, or chartist, analysis of financial markets involves providing forecasts of 

asset prices or buy/sell advice on the basis of visual observation and examination of the 

past history of price movements (Edwards et al., 1967), perhaps with the aid of certain 

quantitative techniques such as momentum indicators and moving averages (Murphy, 

1986), without considering any fundamental factors.  
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This research tries to extend the results of previous studies conducted on the use of 

fundamental analysis and technical analysis among professional securities participant such 

as security dealers, analysts, fund managers, brokers and portfolio managers.  These 

studies are conducted in United Kingdom by Taylor and Allen (1992), Hong Kong by Lui 

and Mole (1998) and Wong and Cheung (1999), Frankfurt, London, Vienna, and Zurich by 

Oberlechner (2001), South Africa by Essop (2006), Germany, Switzerland, United States, 

Italy and Thailand by Menkhoff (2010), Israel by Cohen, et al. (2011), Kuwait by 

Almujamed, et al. (2012) and India by Kumar, et al. (2013). 

 

 

1.2 Research Problem  

 

Both fundamental and technical analyses are used by many investors, both 

professional and amateur alike, to make investment purchasing decisions of stocks. They 

are significant tools in the investment community, in that they are not only used for valuing 

stocks, but also for timing buy and sell decisions.  Therefore, this study investigates the 

following research question: Do fundamental and technical analyses as investment 

approaches affect the awareness and use of the investment decision-making process of the 

securities brokerage firms in the Egyptian Stock Market? 

 

 

1.3 Research Objectives 

 

This research is intended to: 

 

¶ Measure the difference between the level of awareness and the degree of 

understanding of the fundamental and technical analyses by the customer account 

managers in the Egyptian Stock Exchange. 

 

¶ Measure the relationship between the type of investment approach used and the 

phase of investment decision-making process (selection/trading) by the customer 

account managers in the Egyptian Stock Exchange.  
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¶ Measure the relationship between the personal information (educational level/ years 

of experience) and the type of investment approach used in investment decision-

making process (selection/trading) by the customer account managers in the 

Egyptian Stock Exchange.     

 

¶ Measure the relationship between the length of time period needed in forecasting 

and the type of investment approach used in the investment decision-making 

process (selection/trading) by the customer account managers in the Egyptian Stock 

Exchange.  

 

¶ Measure the relationship between the availability of insider information and the 

type of investment approach used in investment decision-making process 

(selection/trading) by the customer account managers in the Egyptian Stock 

Exchange.    

 

 

1.4 Research Impor tance  

The role of fundamental and technical analyses in affecting the investment 

decision-making of the securities brokerage firms represents a milestone in stock valuation. 

The importance of this study can be summarized as follows:  

 

1.4.1 Academic Importance 

 

Due to, the lack of academic literature regarding the role of fundamental and 

technical analyses in affecting the investment decision-making process of securities 

brokerage firms in the Egyptian Stock Market, this research discusses the usefulness of 

these investment approaches in valuation stocks by the securities brokerage firms.  It 

focuses on the fundamental and technical analysis approaches.  
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1.4.2 Practical Importance 

 

¶ It can help the professional (such as financial analysts) and non-professional (such 

as investors) securities market participants to increase their financial awareness of 

fundamental and technical analyses when investing in Egyptian Stock Exchange.  

   

¶ It can provide empirical local evidence regarding the usefulness of fundamental and 

technical analysis approaches.   

 

¶ It can provide investors and financial analysts with investments analysis approaches 

that help them in valuation stocks to reduce the risk associated with investment 

decisions in the Egyptian Stock Exchange.     

 

 

1.5 Thesis Structure  

 

This research is organized as follows: next chapter (Chapter two) presents the 

literature review which provides an overview of the modern investment theories including 

efficient capital market and behavioral finance that are concerned with the relationship 

between the fundamental and technical analysis approaches and the investment decision-

making. Then, the empirical studies are highlighted relevant to the same topic. Chapter 

three discusses the theoretical framework, the methodology used to conduct the research 

study; the research model, the research questions, the research hypotheses, the research 

design, the sampling process, the data collection methods and the data analysis techniques. 

Chapter four provides the empirical result of testing the hypotheses and discussion of the 

findings; it includes the descriptive statistics and Chi-square distribution used in the 

analysis. Eventually, chapter five provides summary, conclusion, and recommendations for 

future research. Research outline can be organized as follows: 
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¶ Chapter One:  Introduction 

¶ Chapter Two:  Literature Review 

¶ Chapter Three:  Theoretical Framework and Research Design 

¶ Chapter Four:   Data Analysis and Findings  

¶ Chapter Five:   Conclusion and Recommendations for Future Research 
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CHAPTER TWO  

LITERATURE REVIEW  

 

 

 

2.1 Overview 

 

This chapter considers research in finance and reviews some research milestones. 

It discusses modern investment theories including efficient capital market and behavioral 

finance. Also, it discusses the fundamental and technical analysis approaches and defines 

some important tools in each approach in order to highlight their need in the investment 

decision-making. Moreover, it addresses the impact of the awareness and use of these 

approaches on the investment decision-making process in the securities brokerage firms 

through using relevant studies applying fundamental and technical analyses among 

professional securities market participants.  

 

2.2 Finance Theory 

ñStandard finance is the body of knowledge built on the pillars of 

the arbitrage principles of Miller and Modigliani, the portfolio 

principles of Markowitz, the capital asset pricing theory of Sharpe, 

Lintner, and Black, and the option-pricing theory of Black, Scholes, 

and Mertonò (Statman, 1999 in Pompian, 2006). 

Standard finance assumes that investors are profit maximizers and rational in 

their investment decisions. In contrast, capital market researchers provide evidence that 

there are some anomalies that do not support the assumptions of standard finance. They 

provide alternatives for the rational behavior. They document that investors committed to 

some cognitive biases in taking investment decisions (Mahmoud, 2012). The efficient 

market hypothesis is the most prominent financial theory. 
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2.2.1 Efficient Capital Markets  

 

Reilly and Brown define the efficient capital market as ñIt is one in which security 

prices adjust rapidly to the arrival of new information and, therefore, the current prices of 

securities reflect all information about the security.ò 

 

Kendall (1953) observed that stock prices ñbehave almost like wandering seriesò. 

In this case, the difference between the stock price at time t and stock price at time t-1 is 

just a random error. Consequently, the investors cannot use historical prices to predict 

future prices (Mahmoud, 2012). 

Samuelson (1965) presents his approach in efficient market in his book óProof that 

properly anticipated prices fluctuate randomlyô. It shows that, in an informationally 

efficient market, if the prices are properly anticipated, the price changes should follow a 

random walk and cannot be forecasted (Lo, 2007). In other words, if the prices fully 

incorporate the information and the expectations of market participants, the price change 

cannot be forecasted (Mahmoud, 2012).  

Fama (1965) notes that ñIn an efficient market, on the average, competitionò 

among rational, profit-maximizing participants ñwill cause the full effects of new 

information on intrinsic values to be reflected óinstantaneouslyô in actual pricesò (Mtulia, 

2009).  Fama (1970) reviews theory and empirical work in market efficiency. It defines the 

efficient capital market as: ñthat market in which ñthe stock prices always ñfully reflectò 

all available informationò. In this market, firms can make production investment decisions 

and investors are able to choose among the stocks issued by those firms, which helps assets 

allocation. (Mahmoud, 2012) 
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2.2.1.1 Random Walk Hypothesis  

 

Random walk hypothesis postulates that stock prices move in a random fashion. So 

the price of period t+1 has no relationship with the price of period t. According to Aczel et 

al (2006), it can be explained statistically as follows: 

Zt ï Zt-1 = ὄt   

Where: 

-  Zt stands for price at time t, 

- Zt-1 stands for price at time t-1, and 

- ὄt stands for a random error. 

 

The random walk exists when the difference between the stock price today and the 

stock price tomorrow represents a pure random error (Gujarati, 2004). In other words, it 

occurs when there is not a persistent trend or pattern in the movement of prices. In this 

case, the price of t+1 cannot be forecasted (Aczel and Sounderpandian, 2006). It is 

assumed that the error term has a mean of zero, so the price tomorrow will be equal to the 

price today (Gujarati, 2004). Hence, the expected excess return of stock must be zero.  

Fama (1970) expresses it as follows: 

E (rj,t+1/ūt) = E (rj,t+1).                               

 

It means that the successive price changes are independent of the information 

available at time t.  
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2.2.1.2 Efficient Market Assumptions  

 

Fama (1970) provides his theory based on the following assumptions:  

 

¶ Market is always in equilibrium. 

 

¶ New information comes to the market in a random fashion, so it is independent 

and unpredictable. 

 

¶ This information is costless and available to all investors at the same time. 

 

¶ There are no transaction costs in trading securities.  

 

¶ There are numerous competing rational investors who react rapidly and fully to the 

information, causing stock prices to be adjusted. 

 

¶ Profit maximizing investors act in their own self-interest through analyzing, 

valuing stock, and trading off between risk and return.  

 

From the definition and assumptions, market efficiency addresses three aspects: 

 

a. Information  

According to the efficient market, new information comes to the market in a 

random fashion, so it is independent and unpredictable. It is also costless and available to 

all investors at the same time. In reality, it is not available to all investors at the same time 

(Mahmoud, 2012). Moreover, the investor should pay for attaining the information needed 

for investment decisions (Reilly and Brown, 2006). Also, information content is subject to 

change because of the time lag between the news announcements and the receiving of this 

information (Kirkpatrik and Dahlquist, 2007). Moreover, information is discounted in the 

chart before its announcements (Murphy, 1999).  
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b. Market Participants  

In an efficient market, it is assumed that there are numerous competing rational 

investors who react rapidly and fully to the information, causing stock prices to be 

adjusted. They act in their own self-interest through analyzing, valuing stock, and trading 

off between risk and return. Investorsô rationality has been a controversial point in market 

efficiency (Mahmoud, 2012).  Lo (2005) argues that investors are subject to irrational 

behavior from time to time. They may overreact to the earnings announcements (DeBondt 

and Thaler, 1985), or underreact to earnings announcements (Ball and Brown, 1968 in 

Kothari, 2001). However, Fama (1997) argues that over-reaction and under-reaction are 

ñchance resultò. It argues that ñover-reaction to information is as common as under-

reactionò. In other words, the expected value of abnormal return is zero, but chance 

generates deviations from zero in both directions. 

 

c. Stock Prices 

As stock prices reflect all available relevant information, then stock prices represent 

a good estimate of the intrinsic value (Mahmoud, 2012). It does not mean that the stock 

price represents an accurate value over time, but it requires that the errors in valuing stock 

prices are unbiased (Damodaran, 1994). These errors in valuing the stock are 

unpredictable, and investors cannot benefit from those errors. This implies that there is no 

investment strategy that can beat the market, so any differences in returns are attributable 

only to the differences in levels of risk (Mahmoud, 2012). 

 

2.2.1.3 Efficient Markets Hypotheses 

          The Efficient Market Hypothesis (EMH) is introduced by Markowitz in 1952 and 

subsequently is named by Fama in 1970. EMH assume that markets incorporate all public 

information and assert that share prices reflect all relevant information (Essop, 2006). 

Fama (1970) proposes three forms of market efficiency: weak form, semi strong form, and 

strong form. 
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a. WeakïForm Efficient Market Hypothesis 

This form assumes that current stock prices fully and rapidly reflect all market 

information. This market information includes historical prices, trading volume, any 

derivatives from these data such as the rate of returns, and any market-generated 

information (Reilly and Brown, 2006). So there is no relationship between historical 

market information and future prices, and the investors cannot use this information to earn 

abnormal returns (Mahmoud, 2012). 

 

b. Semi-Strong Efficient Market Hypothesis 

According to this form the market is assumed to be efficient when the stock prices 

fully and rapidly reflect all public information such as financial statements, dividendsô 

announcements, economic and political news. This form also encompasses the weak form, 

so public information includes market information and nonmarket information.  This form 

assumes that the stock price represents a good estimate of a stockôs intrinsic value, and it 

implies that investors cannot benefit from using fundamental analysis (Mahmoud, 2012).  

 

c. Strong Efficient Market Hypothesis 

According to this form, market is considered to be efficient when the stock prices 

fully and rapidly reflect all available public information and also private information. 

Private information refers to that information which can be accessed by some people who 

have óa monopolistic accessô such as corporate insiders and stock exchange employees. 

This form assumes that investors cannot make use of information, either public or private, 

to realize abnormal returns. Strong form encompasses the semi strong form and the weak 

form. So if the market is neither weak form efficient nor semi strong form efficient, it will 

be impossible to be strong form efficient (Mahmoud, 2012).  
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2.2.2 Behavioral Finance 

Modern economic theories assume that investors are rational and wealth 

maximizers. They did not give attention to emotions and psychology influence on 

investment decisions. In contrast, Behavioral finance seeks to understand and predict 

systematic financial market implications of psychological decision process (Olsen, 1998 in 

Reilly and Brown). Behavioral finance studies the influence of psychology on the behavior 

of financial practitioners and the subsequent effect on markets. It helps explain why and 

how the stock market is inefficient. There are some cognitive biases that explain how 

people think.  

 

2.2.2.1 Prospect Theory 

Cognitive psychologists Kahneman and Tversky are considered the fathers of 

behavioral finance. They relate psychological concepts with implications for behavioral 

finance. They have focused research on the cognitive biases and heuristics that lead to 

irrational behavior.  

 Kahneman and Tversky (1979) present prospect theory that describes the 

investorsô choice under risk. It is an alternative of the theory of expected utility. In contrast 

with theory of expected utility, prospect theory focuses on change in wealth not on the 

level of wealth. It argues that investors value gains and loss in different ways. It shows that 

losses have more emotional impact than an equivalent amount of gains, because people are 

loss averse.  They also find that people underweight outcomes that are merely probable in 

comparison with outcomes that are obtained with certainty which is called the certainty 

effect.  

 

2.2.2.2 Cognitive Biases 

A cognitive bias refers to the human tendency to make systematic errors in certain 

circumstances based on cognitive factors rather than evidence. Cognitive psychologists 

document many patterns regarding how people behave (Mahmoud, 2012). Some of these 

patterns are as follows: 

http://en.wikipedia.org/wiki/Cognitive
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a. Representativeness 

Kahneman and Tversky (1974) show that when people are asked to judge the 

probability that an object or an event A belongs to a class or a process B, they use 

representativeness heuristic. In representativeness bias people evaluate probabilities by the 

degree to which A is representative of B. It demonstrates that judgment by 

representativeness may lead to serious errors, because it does not take into consideration 

factors that should affect judgments of probability. Representativeness bias may lead to 

base-rate neglect and sample-size neglect. In base-rate neglect, people tend to put too much 

weight on recent experience (Ritter, 2003). In sample-size neglect, people fail to accurately 

consider the sample size of data that are used in judgment. 

 

b. Anchoring 

It refers to the tendency to anchor our thoughts to a reference point when we 

estimate or take a decision. Kahneman and Tversky (1974) argue that in numerical 

prediction, when a reference value (an anchor) is available, people make estimates by 

depending on this anchor. When people receive new information, they adjust this reference 

insufficiently indicating that people underreact to new information. 

 

c. Availability  

Kahneman and Tversky (1974) find that when people are asked to assess the 

frequency of a class or the probability of an event, they do so by depending on the ease 

with which occurrences can be brought to mind. In other words, people depend on the 

information available in their memories.  

 

d. Cognitive Dissonance 

It refers to mental discomfort resulting from conflict between new information 

acquired and existing experience (Pompian, 2006). 
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e. Framing  

Framing effect refers to the way a problem is presented to the decision maker 

(Barberies and Thaler, 2002). Kahneman and Tversky (1981) show that the preference can 

be shifted when the same problem is framed in different ways (Sewell, 2010) 

 

f. Loss aversion 

Modern economic theories assume that individuals (investors) are risk averse. In 

contrast, Kahneman and Tversky (1979) show that individuals tend to be risk averse in the 

face of gains and risk seeking in the face of losses. In other words, people tend to avoid 

loss than to acquire gain. This may be due to the fact that people value gains and losses in 

different ways where losses have more emotional impact than an equivalent amount of 

gains. 

 

g. Conservatism 

In contrast to representativeness heuristic in overweighting recent experience, 

conservatism heuristic refers to underweighting of probabilities of events (Barberis and 

Thaler, 2002). In other words, when things change, people tend to underreact because of 

the conservatism bias (Ritter, 2003). It can help explain why investors underreact to new 

information. 

 

h. Overreaction 

DeBondt and Thaler (1985) discover that people systematically overreact to 

unexpected and dramatic news events. Consistent with the predictions of overreaction 

hypothesis, portfolios of prior losers outperform portfolios of prior winners. 
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i. Overconfidence 

It refers to the notion that people overweight their abilities causing overconfidence 

in their judgment (Ritter, 2003). Barber and Odean (2001) documents that men are more 

overconfident than women, and they trade more and earn lower return. There are two types 

of overconfidence; prediction overconfidence and certainty overconfidence (Pompian, 

2006). Prediction overconfidence refers to the confidence intervals that investors assign to 

their investment predictions are too narrow. As certainty confidence is a confidence in 

which investors are certain of their judgment. 

 

j. Mental Accounting 

It refers to the set of cognitive operations used by individuals and households to 

organize, evaluate and keep track of financial activities (Ritter, 2003). It describes the 

tendency of individuals to separate events into different accounts based on some subjective 

criteria.  

 

k. Disposition  

Disposition effect refers to the notion that people avoid realizing paper losses and 

seek to realize paper gains (Ritter, 2003). So people tend to hold on losing stock too long 

and sell winning stock too early.  

 

l. Herding 

Herd behavior refers to the individualsô tendency to mimic the majority (Pompian, 

2006).  
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2.2.3 Analytical approaches used in Investment decision-making  

 

  

2.2.3.1 Fundamental analysis approach 

The fundamental analysis definition, stages, and concepts and tools will be 

discussed as follows:  

  

2.2.3.1.1 Fundamental analysis definition  

 

 

Fundamental analysis is the study of economic, industry, and company conditions 

in an effort to determine the value of a companyôs stock. Fundamental analysis typically 

focuses on key statistics in a companyôs financial statements to determine whether the 

stock price is correctly valued.  Thus, Fundamental analysis is the examination of the 

underlying forces that affect the well-being of the economy, industry groups, and 

companies. The goal here, similar to the purpose of most analysis, is to derive a forecast 

and to profit from future price movements (Ehrman, 2006). 

 

At the company level, fundamental analysis may involve examination of financial 

data, management, business concept, and completion. At the industry level, there might be 

an examination of supply and demand forces for the products offered. For the national 

economy, fundamental analysis might focus on economic data to assess the present and 

future growth of the economy. To forecast future stock prices, fundamental analysis 

combines economic, industry, and company analysis to derive a stockôs current fair value 

and to forecast future value. If fair value is not equal to the current stock price, 

fundamental analysts believe that the stock is either over-or undervalued and the market 

price will ultimately gravitate toward fair value (Kochi, 2011). 
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2.2.3.1.2 Stages of fundamental analysis 

 

The analysis of economy, industry and company fundamentals constitute the main 

activity in the fundamental approach to security analysis.  These can be viewed as different 

stages in the investment decision-making process and can be depicted graphically with 

three concentric circles as shown in figure 2.1: 

 

Figure 2.1: EIC analysis framework 

 
 

 

 

 

a. Economic analysis 

 

The performance of a company depends on the performance of the economy. If the 

economy is booming, incomes rise, demand for goods increases, and hence the industries 

and companies in general tend to be prosperous. On the other hand, if the economy is in 

recession, the performance of companies will be generally bad (Kevin, 2006).  The key 

economic variables that an investor must monitor as a part of his fundamental analysis are:  
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¶ Growth rates of national income 

 

The rate of growth of the national economy is an important variable to be 

considered by an investor. GNP (gross national product), NNP (net national product) and 

GDP (gross domestic product) are the different measures of the total income or total 

economic output of the country as a whole. The growth rates of these measures indicate the 

growth rate of the economy. The estimates of GNP, NNP and GDP and their growth rates 

are made available by the government from time to time (Sanesh, 2011). 

 

The estimated growth rate of the economy would be a pointer towards the 

prosperity of the economy. An economy typically passes through different phases of 

prosperity, known as the different stages of the economic or business cycle. While 

analyzing the growth rate of the economy, an investor would do well to determine the stage 

of the economic cycle through which the economy is passing and evaluate its impact on his 

investment decision.  The stage of the economic cycle through which a country passes has 

a direct impact on the performance of industries and companies (Kevin, 2006). The four 

stages of an economic cycle are:  

 

¶ Depression stage: during a depression, demand decreases and inflation and interest 

rates increase. Accordingly, companies are forced to reduce production, shut down 

plant and lay off workers. 

 

¶ Recovery stage: during this stage, the economy starts to revive after depression. 

More investments in the economy are due to the increase in demand. As a result, 

companies are intended to increase production, employment and profits.  

 

¶ Boom stage: in this stage, the high demand leads to raise the investments and 

production. Hence, companies normally generate higher profits.  

 

¶ Recession stage: during this stage, the economy gradually starts to experience a 

downturn in demand, production, employment, etc. The profits of companies also 

start to decline.  
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¶ Inflation  

 

Inflation occurred in the economy has significant impact on the performance of 

companies. Higher rates of inflation cause an upset business plans, increase in cost, low in 

profit margins and decrease in buying power in the hands of consumers. Accordingly, 

demand for products of companies will be low. Industries and companies prosper during 

times of low inflation. As part of the fundamental analysis, an investor should evaluate the 

inflation rate occurred in the economy currently as also the trend of inflation likely to 

occur in the future (Ranganatham and Madhumathi, 2006). 

 

 

¶ Interest rates  

 

The cost and availability of credit for companies operating in an economy are 

determined by interest rates. A low interest rate encourages investment by making credit 

available easily and cheaply. Moreover, higher profitability occurs due to lower cost of 

finance for companies. On the other hand, lower profitability and lower demand occur due 

to higher interest rates and higher cost of production. An investor has to consider the 

interest rate occurred in the different segments of the economy and evaluate their impact 

on the performance and profitability of companies (Pandian, 2001). 

  

¶ Government revenue, expenditure and deficits 

 

As the government is the largest investor and spender of money, the trends in 

government revenue, expenditure and deficits have a significant impact on the performance 

of industries and companies. Expenditure by the government stimulates the economy by 

creating jobs and generating demand. Since a major portion of demand in the economy is 

generated by government spending, the nature of government spending is of great 

importance in determining the fortunes of many an industry. An investor has to evaluate 

these carefully to access their impact on his investments (Sanesh, 2011). 
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¶ Exchange rates 

 

The performance and profitability of industries and companies that are major 

importers or exporters are considerably affected by the exchange rates of the currency of a 

country against major currencies of the world. A depreciation of the rupee improves the 

competitive position of Indian products in foreign markets, thereby stimulating exports. 

But it would also make imports more expensive. A company depending heavily on imports 

may find devaluation of the currency affecting its profitability adversely. An investor has 

to keep track of the trend in exchange rates of currency. An analysis of the balance of trade 

deficit, balance of payments deficit and the foreign exchange reserves will help to project 

the future trends in exchange rates (Sanesh, 2011). 

   

¶ Infrastructure  

 

The development of an economy depends very much on the infrastructure available. 

Industry needs electricity for its manufacturing activities, roads and railways to transport 

raw materials and finished goods, communication channels to keep in touch with suppliers 

and customers. The availability of infrastructural facilities such as power, transportation 

and communication systems affects the performance of companies. Bad infrastructure 

leads to inefficiencies, lower productivity, wastage and delays. An investor should assess 

the status of the infrastructural facilities available in the economy before finalizing his 

investment plans (Pandian, 2001). 

 

¶ Monsoon 

 

The economy of a country in which an agrarian economy and agriculture forms a 

very important sector of the country economy. Because of the strong forward and 

backward linkages between agriculture and industry, performance of several industries and 

companies are dependent on the performance of agriculture. But the performance of 

agriculture to a very great extent depends on the monsoon. The adequacy of the monsoon 

determines the success or failure of the agricultural activities in this country. Hence, the 

progress and adequacy of the monsoon becomes a matter of great concern for an investor 

in his country (Kevin, 2006). 
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¶ Economic and political stability 

 

A stable political environment is necessary for steady and balanced growth. No 

industry or company can grow and prosper in the midst of political turmoil. Stable long-

term economic policies are what are needed for industrial growth. Such stable policies can 

emanate only from stable political systems as economic and political factors are 

interlinked. A stable government with clear cut long-term economic policies will be 

conductive to good performance of the economy (Sanesh, 2011). 

 

 

b. Industry analysis 

 

An investor ultimately invests his money in the securities of one or more specific 

companies. Each company can be characterized as belonging to an industry. The 

performance of companies would, therefore, be influenced by the fortunes of the industry 

to which it belongs. For this reason an analyst has to undertake an industry analysis so as to 

study the fundamental factors affecting the performance of different industries (Kevin, 

2006). 

 

In an industry analysis, there are a number of key characteristics that should be 

considered by the analyst. These features broadly relate to the operational and structural 

aspects of the industry. They have a bearing on the prospects of the industry. Some of these 

are:  

 

¶ Demand supply gap 

 

The demand for a product usually tends to change at a steady rate, whereas the 

capacity to produce the product tends to change at irregular intervals, depending upon the 

installation of additional production capacity. As a result, an industry is likely to 

experience under-supply and over-supply of capacity at different times. Excess supply 

reduces the profitability of the industry through a decline in the unit price realization. On 

the contrary, insufficient supply tends to improve the profitability through higher unit price 

realization. As part of industry analysis, an investor should estimate the demand supply 

gap in the industry (Sanesh, 2011). 
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¶ Competitive conditions in the industry 

 

Another significant factor to be considered in industry analysis is the competitive 

conditions in the industry. The level of competition among various companies in an 

industry is determined by certain competitive forces. These competitive forces are: barriers 

to entry, the threat of substitution, bargaining power of the buyers, bargaining power of the 

suppliers and the rivalry among competitors.  New entrants to an industry increase the 

capacity in an industry. But these new entrants may face certain barriers to their entry. The 

barriers to entry may arise because of product differentiation, absolute cost advantage or 

economy of scale (Sanesh, 2011). 

 

¶ Product differentiation  refers to the preference buyers have for the products of 

established firms. Their products enjoy a premium in the market.  

 

¶ Absolute cost advantage refers to the ability of established firms to produce their 

products at a lower cost than any new entrant.  

 

¶ Economy of scale refers to the situation in which it is necessary to attain a fairly 

high level of production in order to obtain economically feasible levels of cost. In 

some industries it may not be economical to set up small capacities. An industry 

which is well protected from the inroads of new firms would be ideal for 

investment.       

 

New inventions are always taking place and new and better products are replacing 

the existing ones. An industry that can be replaced by substitutes or is threatened by 

substitutes is in a weak competitive position. The prospects of such an industry cannot be 

considered promising. In an industry where buyersô market prevails, the buyers have more 

bargaining power. They would demand better quality and better services; they would also 

force down the prices, eroding profitability in the industry. Thus, an industry which is 

dictated by buyers would be in a weak competitive position. On the contrary, an industry 

where the sellers have higher bargaining power is expected to do well and be in a stronger 

position.  
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Where supply exceeds demand and there are many competing firms, the rivalry 

among the competing firms in an industry is likely to increase. This will lead to price cuts 

and heavy advertising as each competing firm tries to capture a larger market share. In 

such a situation, the companies in the industry lose their competitive edge and their 

profitability gets eroded.   

 

 

¶ Permanence 

 

In this age of rapid technological change, the degree of permanence of an industry 

is an important consideration in industry analysis. Permanence is a phenomenon related to 

the products and the technology used by the industry. If an analyst feels that the need for a 

particular industry will vanish in a short period, or that the rapid technological changes 

would render the products obsolete within a short time, it would be foolish to invest in 

such an industry (Kevin, 2006). 

 

 

¶ Labour conditions 

 

The state of labour conditions in the industry under analysis is an important 

consideration in an economy such as ours where the labour unions are very powerful. If the 

labour in a particular industry is rebellious and is inclined to resort to strikes frequently, the 

prospects of that industry cannot become bright (Pandian, 2001). 

  

 

¶ Attitude of government 

 

The attitude of the government towards an industry has a significant impact on its 

prospects. The government may encourage the growth of certain industries and can assist 

such industries through favorable legislation. On the contrary, the government may look 

with disfavor on certain other industries. In India, for instance, this has been the experience 

of alcoholic drinks and cigarette industries. The government may place different kinds of 

legal restrictions on its development. A prospective investor should, therefore, consider the 

role of the government is likely to play in the industry ï whether it will support the 

industry or will restrain the industryôs development through restrictive legislation 

(Pandian, 2001). 
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¶ Supply of raw materials 

 

The availability of raw materials is an important factor determining the profitability 

of an industry. Some industries may have no difficulty in obtaining the major raw materials 

as they may be indigenously available in plenty. Other industries may have to depend on a 

few manufacturers within the country or on imports from outside the country for their raw 

material supply. Industry analysis must take into consideration the availability of raw 

materials and its impact on industry prospects (Kevin, 2006). 

 

 

¶ Cost structure 

 

The cost structure that is the fixed and variable cost, affect the cost of production 

and profitability of the firm. The higher the fixed cost component, higher is the sales 

volume necessary to achieve break-even point. On the contrary, the lower the proportion of 

fixed cost relative to variable cost, lower would be the break-even point. Lower break-even 

point provides higher margin of safety. An analyst would consider favorably an industry 

that has a lower break-even point. An analyst must evaluate all the above factors before 

making an investment decision. If the above factors indicate that the industry has favorable 

future prospects, funds may be committed to that industry (Pandian, 2001). 

 

 

c. Company analysis 

 

Company analysis is the final stage of fundamental analysis. The economy analysis 

provides the investor a broad outline of the prospects of growth in the economy. The 

industry analysis helps the investor to select the industry in which investment would be 

rewarding. Then he has to decide the company in which he should invest his money. 

Company analysis provides the answer of this question. Company analysis deals with the 

estimation of return and risk of individual shares. This calls for information. (Kevin, 2006) 
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The prosperity of a company would depend upon its profitability and financial 

health. The financial statements published by a company periodically help us to assess the 

profitability and financial health of the company. The two basic financial statements 

provided by a company are the balance sheet and the income statement (Kevin, 2006). The 

first provides information about the fund invested in the firmôs assets and the source of this 

fund while the second provides information about the revenues and the expenses that have 

been incurred to generate these revenues (Mahmoud, 2012).  

 

The importance of financial statements is that they are the main source of 

information when deciding whether to lend money to the firm or to invest in it (Reilly & 

Brown, 2006). Providing the investors with financial information useful in making 

investment decision represents one of the main goals of financial reporting. Therefore, 

financial ratios are designed in order to help the investors in evaluating financial 

statements (Mahmoud, 2012). 

 

Ratio analysis helps an investor to determine the strengths and weaknesses of a 

company. It also helps him to assess whether the financial performance and financial 

strength are improving or deteriorating. Ratios can be used for comparative analysis either 

with other firms in the industry through a cross sectional analysis or with the past data 

through a time series analysis (Kevin, 2006). Five groups of ratios may be used for 

measuring different aspects of a companyôs performance or health: 

 

¶ Liquidity Ratios  

The liquidity ratios show the relationship of a firmôs cash and other current assets to 

its current liabilities. 

 

 

¶ Current Ratio  

 

The current ratio is the best-known and most widely used because current assets 

and liabilities are, in principle, converted to cash over the following 12 months (Ross et al, 

2008). This ratio measures a firmôs ability to meet its short-term (immediate) financial 

obligations (Essop, 2006). It is more informative in identifying financial failures than other 

liquidity measures (Altman, 2000 in Mahmoud 2012).  
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A high current ratio indicates liquidity, but it also may indicate an inefficient use of 

cash and other short-term assets. When the current assets are higher than the current 

liabilities, then the net working capital is positive, this means that is a healthy firm (Ross et 

al, 2008).  This ratio is calculated by dividing current assets by current liabilities (Kevin, 

2006).   

 

¶ Quick (or Acid -Test) Ratio 

 

The Quick ratio measures the firmôs ability to use its quick assets to pay its current 

liabilities as they are short-term obligations. The inventory is omitted because, it is the 

least liquid current asset, it may turn to be damaged, obsolete or lost, which makes it not 

reliable, and it cannot be sold sometimes. A low ratio may indicate that the firm relies too 

much on inventory or other assets to pay its liabilities. A high ratio may indicate that the 

firm pays its liabilities with the available quick funds on hand (Ross et al, 2008). This ratio 

is calculated by deducting inventories from current assets and then dividing the remainder 

by current liabilities (Kevin, 2006).    

  

 

¶ Asset Management Ratios 

 

Asset management ratios are a set of ratios that measure how effectively a firm is 

managing its assets. 

 

 

¶ Inventory Turnover Ratio  

 

The inventory turnover ratio measures how effectively, or efficiently, or 

intensively, the firm is managing its inventory. It shows how many times during the year 

the value of inventory is generated in sales (Brigham and Ehrhardt, 2003).  This ratio is 

calculated by dividing sales by inventories (Kevin, 2006).    
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¶ Days sales outstanding (DSO)  

 

 

The days sales outstanding (DSO), also called the ñaverage collection periodò 

(ACP), is used to appraise accounts receivable. Thus, the DSO measures the average length 

of time that the firm must wait after making a sale before receiving cash. In other words, is 

a measure of the average length of time it takes customers to pay for their credit purchases. 

A high average DSO, it is likely that a number of customers are paying very late, and those 

customers may well be in financial trouble.   

 

Therefore, if the trend in DSO over the past few years has been rising, but the credit 

policy has not been changed, this would be strong evidence that steps should be taken to 

expedite the collection of accounts receivable (Brigham and Houston, 2007).  This ratio is 

calculated by dividing accounts receivable by average sales per day; it indicates the 

average length of time the firm must wait after making a sale before it receives cash 

(Kevin, 2006).    

 
 

¶ Fixed Assets Turnover Ratio  

 

The fixed assets turnover ratio measures how effectively the firm uses its net fixed 

assets in generating turnover (sales). Once again, this ratio has more meaning when using it 

comparatively against other companies operating in the same industry and against industry 

averages (Essop, 2006). This ratio is calculated by dividing sales by net fixed assets 

(Kevin, 2006).    

 

 

¶ Total Assets Turnover Ratio 

 

Asset Turnover ratio measures how effectively the firm is managing its assets. It 

shows how many times during the year the value of total assets is generated in sales 

(Brigham and Ehrhardt, 2003). In other words, it relates the amounts invested in the total 

assets to the sales generated by these assets. The higher the ratio indicates the greater 

productivity of assets. This productivity may arise from efficient operation or from 

increasing in sales resulting from market conditions (Piotroski, 2000).  This ratio is 

calculated by dividing sales by total assets (Kevin, 2006).     
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¶ Debt Management Ratios 

 

The debt management ratios indicate the use of debt financing. 
 

 

 

¶ Total Debt to Total Assets Ratio 

 

The ratio of total liabilities to total assets is called the debt ratio, or sometimes the 

total debt ratio. It measures the extent that the firm depends on long term debt financing. 

Using external debt may be good or bad; if the firm earns more on investments financed 

with borrowed funds than interest, then using debt will lever the return on equity, but it 

also increases their financial risk, and it may constrain the firmôs financial flexibility 

(Brigham and Ehrhardt, 2003).  

 

The debt ratio is measured by the ratio of total debt to average total assets. 

(Mahmoud, 2012) Total debt includes all of the companyôs debt, i.e. both current and long-

term liabilities.  Creditors prefer low debt ratios because the lower the ratio, the greater the 

cushion against creditorsô losses in the event of liquidation. Stockholders, on the other 

hand, may want more leverage because it magnifies expected earnings (Brigham and 

Ehrhardt, 2003). This ratio is calculated by dividing total debt by total assets (Kevin, 

2006).     

 

 

¶ Times-interest-earned (TIE)  

 

The TIE ratio measures the extent to which operating income can decline before the 

firm is unable to meet its annual interest costs. In other words, it measures how well a 

company has its interest obligations covered. Failure to meet this obligation can bring legal 

action by the firmôs creditors, possibly resulting in bankruptcy (Brigham and Ehrhardt, 

2003). This ratio is calculated by dividing earnings before interest and taxes (EBIT) by 

interest charges (Kevin, 2006).     
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¶ EBITDA coverage Ratio (Cash Coverage) 

 

The EBITDA coverage Ratio measures the firmôs ability to generate cash from 

operations and measures cash flow available to meet financial obligations. On the other 

hand, The times-interest-earned (based on EBIT), is not really a measure of cash available 

to pay interest, because the depreciation, non-cash expense, has been deducted out and 

interest is a cash out flow to creditors (Ross et al, 2008). This ratio is calculated by 

dividing earnings before interest and taxes (EBIT) and lease payments by interest charges, 

principal payments and lease payments (Kevin, 2006).     

 

 

¶ Profitability Ratios  

 

The profitability ratios are a group of ratios that show the combined effects of 

liquidity, asset management, and debt on operating results. 

 

 

¶ Profit Margins On Sales  

 

The profit margin on sales ratio measures net income per dollar of sales (Brigham 

and Houston, 2007). A profit margin below the industry average occurs because costs are 

too high. High costs, in turn, generally occur because of inefficient operations. However, 

low profit margin is also a result of its heavy use of debt. Recall that net income is income 

after interest.  

 

Therefore, if two firms that have identical operations in the sense that their sales, 

operating costs, and EBIT are the same, then the firm that uses more debt will have higher 

interest charges. Those interest charges will pull net income down, and since sales are 

constant, the result will be a relatively low profit margin.  
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In such a case, the low profit margin would not indicate an operating problemð

rather; it would indicate a difference in financing strategies. Thus, the firm with the low 

profit margin might end up with a higher rate of return on its stockholdersô investment due 

to its use of financial leverage (Brigham and Ehrhardt, 2003).  This ratio is calculated by 

dividing net income by sales (Kevin, 2006).     

 

 

¶ Basic earning power (BEP) 

 

The basic earning power (BEP) ratio measures the ability of the firmôs assets to 

generate operating income (Brigham and Houston, 2007). This ratio shows the raw earning 

power of the firmôs assets, before the influence of taxes and leverage, and it is useful for 

comparing firms with different tax situations and different degrees of financial leverage. 

Because of its low turnover ratios and low profit margin on sales, a firm is not getting as 

high a return on its assets as is the average company in its industry (Brigham and Ehrhardt, 

2003).  This ratio is calculated by dividing EBIT by total assets (Kevin, 2006).     

 

 

¶ Return on total assets  

 

Return on total assets ratio measures the return on total assets. It relates net income 

to the assets that generate this income. It represents the overall measure of the firm 

profitability. The firm with positive ROA is better than those with negative ROA 

(Mahmoud, 2012). This ratio is calculated by dividing net income by total assets (Kevin, 

2006).     

 

 

¶ Return on common equity (Bottom Line ratio) 

 

Return on common equity is a óbottom lineô ratio, in that it measures the rate of 

return on common stockholdersô investment. Stock holders invest to get a return on their 

money. Ultimately this ratio (and its future projections) will play an important role in 

determining the buy or sell decisions of investors (Essop, 2006).  This ratio is calculated by 

dividing net income by common equity (Kevin, 2006).     
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¶ Market Value Ratios 

 

The market value ratios are a set of ratios that relate the firmôs stock price to its 

earnings, cash flow, and book value per share. 

 

 

¶ Price/Earnings Ratio  

 

The price/earnings (P/E) ratio shows how much investors are willing to pay per 

dollar of reported profits. P/E ratios are higher for firms with strong growth prospects, 

other things held constant, but they are lower for riskier firms. Because a firmôs P/E ratio is 

below the average, this suggests that the company is regarded as being somewhat riskier 

than most, as having poorer growth prospects, or both (Brigham and Ehrhardt, 2003). This 

ratio is calculated by dividing price per share by earnings per share (Kevin, 2006).     

  

¶ Price/Cash Flow Ratio  

 

Price/Cash flow ratio shows the dollar amount investors will pay for $1 of cash 

flow. In some industries, stock price is tied more closely to cash flow than to net income. 

Consequently, investors often look at the price/cash flow ratio, where cash flow is defined 

as net income plus depreciation and amortization (Brigham and Ehrhardt, 2003). This ratio 

is calculated by dividing price per share by cash flow per share (Kevin, 2006).   

  

¶ Market/Book Ratio  

 

The market/book ratio is a ratio of a stockôs market price to its book value.  It gives 

another indication of how investors regard the company. Companies that are well regarded 

by investorsðwhich means companies with safe and growing earnings and cash flowsð

sell at higher multiples of book value than those with low returns (Brigham and Ehrhardt, 

2003). This ratio is calculated by dividing a stockôs market price by its book value (Kevin, 

2006).    
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2.2.3.1.3 Fundamental analysis concepts and tools  

 

a. Portfolio theory  

 

The portfolio theory, also it is called " modern portfolio theory " or "portfolio 

management theory", is a popular finance theory on how risk-averse investors can 

construct portfolios; it is aimed at maximizing the expected rate of return from an 

investment portfolio with a given amount of risk or minimizing risk from a particular level 

of expected return by striking the right combination of assets in the portfolio. The whole 

objective of this theory is to understand one's risk appetite and then make a portfolio which 

gives one maximum expected returns.  

 

As a result, diversification of assets in the portfolio plays a key role in Modern 

Portfolio Theory. This has made MPT a very common practice in the financial industry. 

This theory was pioneered by Harry Markowitz in his paper "Portfolio Selection," 

published in 1952 by the Journal of Finance.  There are four basic steps involved in 

portfolio construction: Security valuation, Asset allocation, Portfolio optimization and 

Performance measurement.  

 

b. Capital asset pricing model (CAPM) 

 

Usually, investors demand a proportional return for bearing risk as the higher the 

risk, the higher return must be the associated and vice versa. In selecting an optimal 

portfolio, investors face two types of risk: market risk and diversifiable risk. Market risk is 

usually represented by the standard deviation of the market, while the diversifiable risk is 

usually represented by the stocks beta coefficient. The diversifiable risk is achieved by 

selecting betas that are negatively correlated.  

 

In reality this is a near impossible task to consistently find negatively correlated 

betas (most stocks do well when the economy as a whole does well and vice versa). From 

practice, it is found that a portfolio consisting of 40 or more stocks in a number of different 

industries will reduce the variability of an average individual stock by almost half. 
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William Sharpe took the idea that portfolio return and risk are the only elements to 

consider and developed a model that deals with how assets are priced. This model is 

referred to as the capital asset pricing model (CAPM). It is a model based on the 

proposition that any stockôs required rate of return is equal to the risk-free rate of return 

plus a risk premium that reflects only the risk remaining after diversification. 

 

 

c. Required Rate of return (RRR)  

 

The required rate of return is the minimum acceptable rate of return considering 

both its risk and the returns available on other investments. Therefore, the CAPM provides 

an important tool for measuring this important relationship between risk and return, 

through the concept of the beta coefficient. The main premise of this model is that the only 

relevant risk is the risk added to a well-diversified portfolio of securities. This relevant risk 

is measured by the individual securities ñbeta coefficientò. The beta coefficient for an 

individual security is given by Equation.  

 

The high beta stocks are riskier than low beta stocks because they add greater 

volatility to the portfolio.  The stocks with high correlation coefficients and standard 

deviations will increase beta, thus will add to the volatility of portfolio. By definition an 

average risk stock will have a beta of 1. On the other hand if beta is greater than 1, then the 

stock on average is more volatile than the market against which its being measured, and 

vice versa. The relationship between risk and return is given by the security market line 

(SML) as in Equation. 

 

The CAPM is widely used to estimate the rate of return ki. Brigham and Ehrhardt 

(2002), state that a research paper in 2000 reported the results of two surveys, finding that 

almost 74% and 85% of the respondents in each survey used the CAPM to establish the 

valuation of stocks. It must be stressed that, this method, even though widely used, requires 

a great deal of judgment in determining the exact cost of equity capital. In conclusion, the 

value of the CAPM can be found in its assertion that: óThe relevant risk of an individual 

stock is its contribution to the risk of a well-diversified portfolio of shares.ô (Brigham and 

Ehrhardt, 2002: 219). The CAPM is calculated as:  
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ὑ= ὑ  + ( ὑ  - ὑ  ) ³ ὦ 

 

Where,  

¶ ὑ = is the expected rate of return on the stock i. 

¶ ὑ  = is the risk-free of return, usually the return on long-term treasury bonds. 

¶ ὑ  = is the average market return, also an average (Beta=1) stock  

¶ ὦ = is the beta coefficient of the stock i. 

 

d. Dividend Discounting Model (DDM) 

 

¶ The General Model  

The general model of the dividend discount model is useful for valuing stocks that 

pay out a large and fairly ñconstantò amount of earnings as a cash dividend (Essop, 2006). 

The equation of dividend discount model is stated as: 

 

 

                                         6π   Ễ  

 

Where,  

¶ V0 = the stock value at time 0. 

¶ Dt = the future expected dividends that be paid t years from now. 

¶ K = the risk-adjusted discount rate that reflects the systematic risk of dividends. 

 

There are some derivations for this model such as the Gordon Growth Model and 

the Two-Stage Dividend Model. 
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2.2.3.2 Technical analysis approach  

 

The importance of discussing technical analysis in this study is that efficient market 

hypothesis, in the semi strong form, encompasses the weak form. So if the market is not 

weak form efficient, it is impossible to be semi strong (or strong) form efficient. Also, 

technical analysis contexts discuss efficient market hypothesis in such a way that supports 

the market inefficiency. The implication of the weak form efficiency is that technical 

analysis has no usefulness in predicting stock returns. 

 

2.2.3.2.1 Technical analysis definition   

 

Before discussing the assumptions and tools of technical analysis, it is necessary to 

define what technical analysis is. Edward and Magee (2001) define technical analysis as 

that: ñscience of recording, usually in graphic form, the actual history of trading (price 

changes, volume of transactions, etc.) in a certain stock or in ñthe Averagesò and then 

deducing from that pictured history the probable future trend.ò 

 

Murphy (1999) defines it as: ñthe study of market action, primarily through the use 

of charts, for the purpose of forecasting future price trends.ò  Market action refers to three 

sources of information, available to the technician, i.e., price, volume and open interest 

(open interest is used only in futures and options). Essentially this action is the result of 

crowd behaviour or rather, the mass behaviour of buyers and sellers.  

 

Kirkpatrik and Dahlquist (2007) define technical analysis as: ñthe study of past 

market data, primarily price and volume data; this information is used to make trading or 

investing decisionsò.  

 

Achelis (2001) defines technical analysis as: ñthe process of analyzing a securityôs 

historical prices in an effort to determine probable future prices."  

 

From previous definitions, it can be concluded that technical analysis focuses on 

the market actions rather than the goods in which the market deals. It depends mainly on 

graphs and charts in using market data to forecast future price trend. 
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2.2.3.2.2 Technical analysis assumptions 

 

 

The technical approach is based on three assumptions: Market action (Price Action) 

discounts everything, Prices move in trends, and History repeats itself. 

 

 

a. Market action (Price Action) discounts everything 

 

This assumption represents the milestone of technical analysis; technicians argue 

that all factors that can affect the price such as economic conditions, fundamentals, 

investorsô psychology, etc. are reflected in prices .These factors affect supply and demand 

in stock market which, in turn, affects stock prices. Technical analysts do not consider the 

reason behind stock prices change, but they let the market tells them about the probable 

direction (trend) (Murphy, 1999). 

b. Prices move in trends 

 

Based on Newtonôs law of motion, a trend in motion is more likely to continue than 

to reverse, technical analysts claim that stock prices move in trends. This movement will 

continue till a sign of reversal movement appears. These trends have different directions 

and durations. They may be either up or down or sideways, and they may be brief or of 

long duration. According to Dow Theory, they are classified as major, intermediate, or 

minor (Edward and Magee, 2001). So to profit from using technical analysis, investors 

should identify the profitable trend in its early stage until the evidence to reversal 

movement appears (Murphy, 1999). 

 

c. History repeats itself 

 

As technical analysis deals with the psychology of investors, it assumes that the 

investors will behave as they did in the past at similar circumstances. So the future 

represents the repetition of the past (Murphy, 1999). As mentioned in technical analysis 

definition that is technical analysis uses graphs and charts to reflect market actions (prices), 

it assumes that prices tend to form into patterns that can be predicted. Technical analysts 

believe that these patterns and formations are the outcome of investorsô psychology 

(Kirkpatrik and Dahlquist, 2007). 
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2.2.3.2.3 Technical Analysis concepts and tools  

 

In the beginning, some concepts will be explained such as the trend concept, 

trading range concept and support and resistance levels concept. Then, the chosen tools 

such as trenlines, chart analysis, and momentum indicators will be discussed.   

 

 

a. Trend concept  

 

Trend is simply the direction of the market, which way it is moving. Markets donôt 

generally move in a straight line in any direction. Market moves are characterized by a 

series of zigzags. These zigzags resemble a series of successive waves with fairly obvious 

peaks and troughs. So, the market trend is identified by the direction of those peaks and 

troughs which are moving up, down or sideways (Thomsett, 2003). 

 

 

¶ The uptrend  

 

Firstly, an uptrend is a series of successively higher peaks and troughs.  

 

                                  Figure 2.2: Example of an uptrend with ascending 

                                                      peaks and troughs 

                                     
                                 Source: adapted from Murphy in ñTechnical analysis  

                                    of the financial marketsò, (1999) 

                                 

 

 

 

 

 

 



P a g e |  38 
© Amany Mohamed Ahmed Ibrahim Fouad (MBA Program; AAST, Cairo), 2014 

¶ The downtrend  

 

Secondly, a downtrend is a series of declining peaks and troughs.  

 

                         Figure 2.3: Example of a downtrend with 

                                           descending peaks and troughs 

 
                                        Source: adapted from Murphy in ñTechnical  

                                        analysis of the financial marketsò, (1999) 

 

 

¶ The sideways 

 

Finally, sideways trend is identified as horizontal peaks and troughs (Murphy, 

1999). This figure shows an Example of a sideways trend with horizontal peaks and 

troughs. This type of market is often referred to as ñtrendlessò. 

 

 

                                   Figure 2.4: An Example of a sideways trend  

                                                    with  horizontal peaks and troughs 

 
   Source: adapted from Murphy in ñTechnical analysis  

                                      of the financial marketsò, (1999) 
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So, Pring, 2002 defines the trend as ñThe art of technical analysis ï for it is an art ï 

is to identify trend changes at an early stage and to maintain an investment position until 

the weight of the evidence indicates that the trend has reversedò . Therefore, technical 

analysis is based on one major principleðtrend (Markets trend). Traders and investors 

hope to buy a security at the beginning of an uptrend at a low price, ride the trend, and sell 

the security when the trend ends at a high price. Although this strategy sounds very simple, 

implementing it is exceedingly complex (Kirkpatrik and Dahlquist, 2007). 

 

 

b. Trading range concept  

 

Trading range is a type of a sideways trend in which the prices move in a flat or 

horizontal pattern. It reflects a period of equilibrium in the price level where the forces of 

supply and demand are in a state of relative balance. Trading range can also be defined as 

ñThe level of trading in a stock topped by the price resistance level and bottomed by the 

price support levelò. (Thomsett, 2003)  

 

 

c. Support and resistance levels concept  

 

The support level is the lowest price or price trend at which a stock is trading 

currently in its trading range; the price that buyers currently consider the lowest 

worthwhile price for that stock.  While the resistance level is the highest price or price 

trend at which a stock is trading currently in its trading range; the price that buyers 

consider the highest worthwhile price for that stock (Essop, 2006). Thus, the support and 

resistance levels can be in uptrend or downtrend as shown below: 

 

 

¶ Support and resistance levels in uptrend  

 

 

This figure shows rising support and resistance levels in uptrend. Points 2 and 4 are 

support levels which are usually previous lows. Points 1 and 3 are resistance levels, usually 

marked by previous peaks. 
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Figure 2.5: support and resistance in uptrend 

 
        Source: adapted from Murphy in ñTechnical analysis of the financial marketsò, (1999) 
                          

 

 

¶ Support and resistance levels in downtrend 

 

Figure 2.6: Shows support and resistance in a downtrend 

 
       Source: adapted from Murphy in ñTechnical analysis of the financial marketsò, (1999) 

 

 

d. Trendlines 

 

The basic trendline is one of the simplest of the technical tools employed by the 

chartist, but is also one of the most valuable. Trendlines are straight lines drawn on a chart 

below reaction lows in an uptrend, or above rally peaks in a downtrend, that determine the 

steepness of the current trend. The breaking of a trendline usually signals a trend reversal. 

(Murphy,1999) 
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¶ Up trenline 

 

Up trendline is a straight line drawn upward and to the right below reaction lows. 

The longer the up trendline has been in effect and the more times it has been tested, the 

more significant it becomes. Violation of the trendline usually signals that the uptrend may 

be changing direction. The up trendline is drawn under the rising reaction lows. A tentative 

trendline is first drawn under two successively higher lows (points 1 and 3), but needs a 

third test to confirm the validity of the trendline (point 5). 

 

Figure 2.7: Example of an up trendline 

 
   Source: adapted from Murphy in ñTechnical analysis  

                                      of the financial marketsò, (1999) 

 

 

¶ Down trendline 

 

Down trendline is a straight line drawn down and to the right above successive rally 

peaks. A violation of the down trendline usually signals a reversal of the downtrend. A 

down trendline is drawn over the successively lower rally highs. The tentative down 

trendline needs two points (1 and 3) to be drawn and a third test (5) to confirm its validity.  

 

 

Figure 2.8: Example of a down trendline. 

 
                                Source: adapted from Murphy in ñTechnical analysis 

                                 of the financial marketsò, (1999) 
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e. Chart analysis 

 

Kirkpatrik and Dahlquist, 2007 define a chart as ñthe traditional tool of the 

technical analyst. Charts are merely graphical displays of data. Many chart varieties have 

evolved over the centuries, but the basic principle of graphing price and other important 

information is the cornerstone of technical analysis.ò  

 

There are four main types of charts that are used by investors and traders depending 

on the information that they are seeking and their individual skill levels. The daily bar 

chart has already been acknowledged as the most widely used type of chart in technical 

analysis. There are, however, other types of charts also used by technicians, such as line 

charts, point and figure charts, and more recently candlesticks (Murphy, 1999).   

 

 

¶ Daily bar chart  

 

It is called a bar chart because each dayôs range is represented by a vertical bar. The 

bar chart shows the open, high, low and closing prices.  The tic to the right of the vertical 

bar is the closing price. The opening price is the tic to the left of the bar.  

 

                  Figure 2.9: A daily bar chart of Intel. Each vertical bar represents one  

                                        dayôs action 

 
                      Source: adapted from Murphy in ñTechnical analysis of the financial marketsò,  

                                  (1999) 
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¶ Line Chart  

 

In the line chart, only the closing price is plotted for each successive day. Many 

chartists believe that because the closing price is the most critical price of the trading day, 

a line (or close-only) chart is a more valid measure of price activity. 

 

¶ Japanese Candle Sticks 

 

Candlesticks charts are the Japanese version of bar charting and have become very 

popular in recent years among Western chartists. The Japanese candlestick records the 

same four prices as the traditional bar chart ï the open, the close, the high and the low. The 

information displayed is more easily interpreted and analyzed. They look somewhat like 

candle with a wick. The rectangle represents the difference between the open and close 

prices for the day, and is called ñthe bodyò.  

 

The body can be either black or white; a white body means that the close price was 

greater (higher) than the open price while the black body means that the close price was 

lower than the open price. The open and close prices are given much significance in 

Japanese candlesticks. The small lines above and below the body are referred to as ñwicksò 

or ñhairsò or ñshadowsò. Many different names for these lines appear in Japanese reference 

literature, which is odd since they represent the high and low prices for the day and are 

normally not considered vital in the analysis by the Japanese.  

 
Figure 2.10: A candlestick cart of Intel 

 

 
               Source: adapted from Murphy in ñTechnical analysis of the financial marketsò, 

                  (1999)                
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This figure shows a candlestick cart of Intel. The color of the candlestick is 

determined by the relationship between the open and the close. White candlesticks are 

positive, while black candlesticks are negative.  

 

 

¶ Point and Figure chart  

 

The point and figure chart shows the same price action but in more compressed 

format. The alternating column of xôs and oôs are; the x column show rising prices and the 

o columns, declining prices. Buy and sell signals are more precise and easier to spot on the 

point and figure char. This type of chart also has a lot more flexibility.  The point and 

figure chart is a study of pure price movement. That is to say, it does not take ñtimeò into 

consideration while plotting price action.  

 

On the point and figure chart, only the price changes are recorded. If no price 

change occurs, the chart is left untouched. During active market periods, a considerable 

amount of plotting may be required. During quiet market conditions, little or no plotting 

will be needed. It ignores volume numbers, as a separate entity, which this entity is an 

important one. Although the volume numbers are not recorded on the point and figure 

chart, it does not necessarily follow that volume, or trading, is totally lost.   

 

Figure 2.11: A point and figure chart of Intel 

 

                       Source: adapted from Murphy in ñTechnical analysis of the financial marketsò,  

                        (1999)              
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f. Relative strength index (RSI) 

 

The RSI measures the strength of an issue against its history of price change by 

comparing "up" days to "down" days (Kirkpatrik and Dahlquist, 2007). It is a popular 

momentum oscillator among traders.  

 

It is plotted on a vertical scale from 0 to 100; values above 70 are considered to be 

over bought and values below 30, oversold. When prices are over 70 or below 30 and 

diverge from price action, a warning is given of a possible trend reversal. RSI usually 

employs 9 or 14 time periods. The shorter the time period, the more sensitive the oscillator 

becomes and the wider its amplitude. RSI works best when its fluctuations reach the upper 

and lower extremes. It is given as follows: 

 

Relative strength index (RSI) = 100 -   

 

RS=  
   ȭ   

   ȭ  
 

 

 

g. Moving Average Convergence divergence (MACD) 

 

Moving Average Convergence divergence (MACD) was developed by Gerald 

Appel. This indicator uses two exponential moving averages. It shows two lines; the first is 

a faster line (called the MACD line) is the difference between two exponentially smoothed 

moving averages of closing prices (usually the last 12 and 26 days or weeks). The second 

is the slower line (called the signal line) is usually a 9 period exponentially smoothed 

average of the MACD line.  

 

Most traders, however, utilize the default values of 12, 26, and 9 in all instances. 

That would include daily and weekly values.  The actual buy and sell signals are given 

when the two lines cross. A crossing by the faster MACD line above the slower signal line 

is a buy signal. A crossing by the faster line below the slower is a sell signal.  
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In that sense, MACD resembles a dual moving average crossover method. 

However, the MACD values also fluctuate above and below a zero line. That is where it 

begins to resemble an oscillator. An overbought condition is present when the lines are too 

far above the zero line. An oversold condition is present when the lines are too far below 

the zero line. (Murphy, 1999) 

 

This figure shows the moving average divergence system with two lines. A signal is 

given when the faster MACD line crosses the slower signal line. The arrows show five 

trading signals on this chart of the Nasdaq Composite Index.   

 

                Figure 2.12: The moving average divergence system shows two lines 

 
               Source: adapted from Murphy in ñTechnical analysis of the financial marketsò,  

                (1999)             

 

 

h. Stochastic Oscillator 

 

The Stochastic oscillator is based on the observation that as prices increase, closing 

prices tend to be closer to the upper end of the price range. Conversely, in downtrends, the 

closing prices to be near the lower end of the range. Two lines are used in the Stochastic 

Process ï the % K line and the % D line. The %D line is the more important and is the one 

that provides the major signals.  
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The intent is to determine where the most recent closing price is in relation to the 

price range for a chosen time period. Fourteen is the most common period used for this 

oscillator. To determine the K line, which is the more sensitive of the two, it is given as 

follows: 

 

%K= 100 
 ɀ 

 ɀ 
 

 

%D= 3 - period moving average of the %K 

 

Where,  

¶ C: is the latest close  

¶ L14: is the lowest low for the last 14 periods 

¶ H14: is the highest high for the same 14 periods (14 periods can refer to days, 

weeks or months)  

 

The formula simply measures, on a percentage basis or 0 to 100, where the closing 

price is in relation to the total price range for a selected time period. A very high reading 

(over 80) would put the closing price near the top of the range, while a low reading (under 

20) near the bottom of the range. 

 

The second line (%D) is a 3 period moving average of the %K line. This formula 

produces a version called fast stochastics. By taking another 3 period average of %D, a 

smoother version called slow stochastics is computed. Most traders use the slow 

stochastics because of its reliable signals. These formulas produce two lines that oscillate 

between a vertical scale from 0 to 100. The K line is a faster line, while the D line is a 

slower line. The major signal to watch for is a divergence between the D line and the price 

of the underlying market when the D line is in an overbought or oversold area. The upper 

and lower extremes are the 80 and 20 values.  
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Figure 2.13: A Stochastic oscillator 

 
                       Source: adapted from Murphy in ñTechnical analysis of the financial marketsò,  

                                     (1999) 

 

This figure shows the down arrows show two sell signals which occur when the 

faster %K line crosses below the slower %D line from above the 80 level. The %K line 

crossing above the % D line below 20 is a buy signal (up arrow). 

 

 

 

i. On Balance Volume indicator (Volume tracking) 

 

Technicians have experimented with many volume indicators to help quantify 

buying or selling pressure. The on-balance volume (OBV) is one of the simplest and best 

known technical indicators to track volume and it is a momentum indicator (Murphy, 

1999).   

 

The OBV line is simply a running sum calculated by adding or subtracting the 

securityôs daily volume from the previous dayôs OBV value, depending on whether the 

securityós closing price was up or down for the day. The OBV line is usually plotted as a 

line above or below the price chart of the security. Two popular uses of this indicator is to 

watch for confirmation of the price trend by the OBV line, indicating that the volume is 

increasing in the direction of the trend, and forewarning of a trend reversal by the 

divergence between the direction of the OBV line and the price trend (Evens,2013). 
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2.3 Relevant studies in using fundamental and technical analyses 

 

There are two types of securities market participants who use the fundamental and 

technical analyses: the non-professional participants and the professional participants. But 

this research concerns only the studies that are related to the use of fundamental and 

technical analyses among professional securities market participants such as dealers, 

analysts, fund managers, brokers and portfolio managers. 

 

2.3.1 The study of Taylor and Allen (1992)  

  

This study investigates the importance of technical analysis in the London market 

in November 1988. A questionnaire survey was conducted in the Bank of England among 

400 chief foreign exchange dealers with 60 percent response rate. The result shows that 90 

percent of the respondents use the technical analysis, mainly the inputs from the charts 

while making their trading decisions. It also shows that 60 percent of the respondents judge 

that fundamental analysis is more important than the charts.  

 

Therefore, the research perceives that both fundamental and technical analyses are 

in complementary. It reveals that they rely more on the technical analysis than the 

fundamental analysis at short time horizons. It also reveals that a very high proportion of 

chief dealers view technical and fundamental analysis as complementary forms of analysis 

and a substantial proportion suggest that technical advice may be self-fulfilling.  

 

2.3.2 The study of Lui and Mole (1998) 

This study conducts a questionnaire survey, in February 1995, on the use by foreign 

exchange dealers in Hong Kong of fundamental and technical analyses to form their 

forecasts of exchange rate movements. The findings report that more than 85 percent of 

respondents rely on both fundamental and technical analyses for predicting future rate 

movements at different time horizons.  
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They rely on technical analysis at short time horizons and use the fundamental 

analysis at long time horizons. Technical analysis is considered slightly more useful in 

forecasting trends than fundamental analysis, but significantly more useful in predicting 

turning points. It is found that the interest rate-related news is a relatively important 

fundamental factor in exchange rate forecasting, while moving average and/or other trend-

following systems are the most useful technical technique. 

 

2.3.3 The study of Wong and Cheung (1999)  

 

This study conducts a survey in Hong Kong on the practice of investment 

management in terms of stock market forecasting and stock selection. It investigates the 

relative importance of a number of techniques for stock analysis such as fundamental 

analysis, technical analysis and portfolio analysis on the analystsô trading practices. It uses 

a sample of 142 analysts from different sectors of the investment industry: banking sector, 

brokerage sector, and fund management sector.   

 

The results indicate that Hong Kong analysts rely more on fundamental and 

technical analyses and rely less on portfolio analysis. Also, investment horizon, analysts' 

backgrounds and their company attributes have some association with the relative 

importance of the techniques the analysts use for stock analysis.  

 

2.3.4 The study of Oberlechner (2001)  

 

This study examines the importance of technical and fundamental analyses among 

279 foreign exchange traders and financial journalists in the European foreign exchange 

trading centers of Frankfurt, London, Vienna, and Zurich. This examination was through a 

questionnaire and an interview survey and the data was collected in spring 1996 from 

members of three different kinds of organizations in the foreign exchange market: 

commercial and investment banks, central banks, and financial news providers.  
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It documents that most traders use both forecasting approaches and that the 

technical analysis is more important in the shorter forecasting horizon. Financial journalists 

put more emphasis on fundamental analysis than do foreign exchange traders. Regarding 

the use of technical and fundamental analyses on seven forecasting horizons are 

established, four distinct clusters of traders can be identified. Forecasting styles and the 

overall importance attached to fundamental versus technical analysis vary across different 

trading locations. Foreign exchange traders mention a series of psychological motives and 

consequences of the use of Chartism. 

 

 

 

2.3.5 The study of Menkhoff (2010)  

 

 

This study investigates the importance of the technical analysis among 692 fund 

managers in in five countries: Germany, Switzerland, United States, Italy and Thailand.  In 

2003/2004, a questionnaire survey was conducted on how they use this approach and why 

they rely on it.  The findings show that the technical analysis is used in preference as a 

complement to fundamental analysis and it is used at shorter-term forecasting horizons. 

They also show that the technical analysis is more important than fundamental analysis in 

all countries, as the majority of fund managers who rely on technical analysis use it at a 

forecasting horizon of weeks. Additionally, the information costs of fundamental analysis 

may contribute to the use of technical analysis.  

 

They also show that the technicians, who are experienced, educated and successful 

in their career, they are largely overconfident in investment decision-making as others. 

Finally, the findings reveal that there is a significant relationship between the technical 

analysis and the psychological influences that determine the prices. Consequently, 

technicians apply trend-following behavior. 

 

 

 

 



P a g e |  52 
© Amany Mohamed Ahmed Ibrahim Fouad (MBA Program; AAST, Cairo), 2014 

2.3.6 The study of Cohen, et al. (2011)  

 

This study examines the differences between portfolio managers and investors in 

their approach towards fundamental and technical analyses. It also examines the difference 

of use of fundamental and technical tools in the buying versus selling stocks in Israel. The 

sample used in this research includes 41 professional portfolio managers at one of the 

major Israeli investment houses and 305 investors.  

 

The results of the online survey conducted show that there is no significant 

difference between professional and non-professional participants in terms of how 

frequently they use fundamental and technical investment tools. Both of them use more 

frequently fundamental analysis than technical analysis when they make buying or selling 

decisions. They use more fundamental tools such as "analysts' recommendations" when 

they buy stocks and more technical tools such as "support and resistance lines" when they 

sell stocks. This result breaks a common hypothesis arguing that fundamental and technical 

tools do not mix.  

 

2.3.7 The study of Almujamed, et al. (2012)  

 

                This study uses a questionnaire survey to investigate share valuation methods 

and the sources of information employed by different participants in the Kuwaiti stock 

market: analysts, fund managers, individual investors and stockbrokers. It uses a sample of 

154 respondents.  The findings suggest that these participants behave like their 

counterparts in other stock markets; fundamental analysis is the main appraisal technique 

used; technical analysis and risk analysis are ranked second and third, respectively.  

 

However, the usage of technical and risk analysis is much higher in Kuwait. 

Further, quarterly and annual corporate reports as well as newspapers, the Kuwait Stock 

Exchange (KSE) website, and charts are commonly studied by participants when valuing 

Kuwaiti shares. By contrast, communication with company management is not common 

since executives are usually unwilling to discuss their firm's performance with investors.  
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2.3.8 The study of Kumar, et al. (2013)  

 

This study examines the perceived importance of fundamental and technical 

analyses and the usage chartist methods and services and valuation techniques among stock 

brokers of Bombay Stock Exchange, India. It also investigates the importance of Risk 

Factors, Liquidity Factors, Financial Factors, Technical Factors, Economic Factors, 

Industry Specific Factors, Company Specific Factors and Other Factors on stock price 

forecasting in long term.  

 

The findings of an online questionnaire survey show that stock brokers rely more 

on technical analysis than  fundamental analysis at shorter forecasting horizons and rely 

more on fundamental analysis at longer forecasting horizons. Regarding the use of 

fundamental and technical analysis on seven forecasting horizons which are intraday, 1 

week, 1 month, 3 months, 6 months, 1 year and beyond 1 year, four distinct forecasting 

styles among stock brokers could be identified through cluster analysis. The findings also 

show that among Chartist Methods and Services, Sentiment Indicators were most used and 

Chart Company or Analyst was least used by brokers. Moreover, among Valuation 

Techniques, Earnings Multiple Methods were most used and Dividend Discount Models 

were least used by brokers.  

 

The findings suggest that there is no association between these demographic 

variables of brokers: age, gender, location of the office, and email address and the usage of 

chartist methods and services and valuation techniques. Only the relevant work experience 

influences brokersô decisions. The findings show that Company Specific Factors was rated 

the most important and Other Factors was rated the least in stock price forecasting in long 

term by brokers. 
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2.3.9 The study of Essop (2006) 

 

This study is intended to measure to what extent the portfolio managers use the 

fundamental or technical analysis as investment approaches in their buying and selling 

decision making in large institutional investors in South Africa. It use the period of 

investment (the time period for which they intend to hold the shares they purchase) as 

moderating variable in order to measure its impact in their choice between the fundamental 

or technical analysis. The results show that all the portfolio managers have a general 

understanding of the fundamental analysis more than the technical analysis. It is found that 

the portfolio managers prefer to use the fundamental analysis when their investment period 

is from 1 to 3 years (medium term) and they used the technical analysis when their 

investment period of investment is up to 12 months (very short term). 

Figure 2.14: Model adapted from Essop (2006) 

 

 

 

 

 

  

Source: adapted from Essop in ñAn appraisal of the popularity of fundamental and 

technical analysis as decision making tools for investing in the equity markets by portfolio 

managers working for large institutional investors in South Africa.ò, (2006) 
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CHAPTER THREE  

THEORATICAL FRAMEWORK AND RESEARCH DESIGN 

 

 

 

3.1 Overview  

 

The objective of this research is to measure the awareness and use of fundamental 

and technical analyses as investment approaches in the investment decision-making 

process of the securities brokerage firms in the Egyptian Stock Exchange. The research 

model is presented, followed by the research questions and research hypotheses. The 

present research applies quantitative research approach to achieve the study objectives. 

This chapter includes the research design which defines the research method including the 

conceptual and operational definitions of the modelôs variables, sampling process, data 

collection methods and data analysis techniques.  

  

3.2 Research Model    

This research model involves gathering data on all the measurable fundamental and 

technical analyses as investment approaches, therefore,  the variables used by Essop, 2006 

are chosen as independent variables, and the dependent variable is changed in order to be 

ñthe investment decision-making process: first phase is securities selection phase and 

second phase is securities trading phaseò. Essop, 2006 states that the investment 

approaches affect the buying and selling investment decision making in equity securities 

through the period of investment (long-term or short-term) chosen by the portfolio 

managers.  
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While this research reports that the investment approaches affect the investment 

decision-making process according to the first phase which is the selection phase and the 

second phase which is the trading phase. This is opposed to Essop, 2006 who considers 

that the investment decision-making is the buying and selling phase only.  The model 

suggests that the fundamental and technical analyses as investment approaches influence 

the investment decision-making process of the customer account managers. Figure 3.1 

shows the model: 

 

 

Figure 3.1: Research Model  
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3.3 Research Variables 

 

3.3.1 Conceptual definitions of the research variables  

The conceptual (theoretical) definitions give the meaning of the variables used in 

this research which are divided into input variables and output variables. 

3.3.1.1 Fundamental analysis  

 

Fundamental Analysis is a method of evaluating a security by attempting to 

measure its intrinsic value by examining related economic, financial and other qualitative 

and quantitative factors. Fundamental analysts attempt to study everything that can affect 

the securityôs value, including macroeconomic factors (like the overall economy and 

industry conditions) and individual specific factors (like the financial condition and 

management of companies) (Suresh, 2013).  The concepts under this investment approach 

were adapted from Flanegin et al (2005). It consists of adapted concepts such as ratio 

analysis, required rate of return (RRR), dividend discounted model (DDM), capital asset 

pricing model (CAPM) and portfolio theory.  

 

 

3.3.1.2 Technical analysis 

Technical analysis is directed towards predicting the price of a security. The price 

at which a buyer and seller settle a deal is considered to be the one precise figure which 

synthesis, weighs and finally expresses all factors, rational and irrational, quantifiable and 

non-quantifiable and is the only figure that counts (Suresh, 2013). The concepts under this 

investment approach were adapted from Flanegin et al (2005).  It consists of adapted 

concepts such as volume tracking, chart analysis, trendlines, relative strength index (RSI), 

moving average convergence divergence (MACD), Japanese Candlesticks, support and 

resistance levels, trading ranges and stochastic oscillator. 
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3.3.1.3 Insider information  

The Business Dictionary defines the insider information as an intimate knowledge 

or material non-public (privileged) information on the affairs, operations, or financial 

position of a corporation that will affect the market price of its publicly traded stock 

(shares).  

 

  

3.3.1.4 Securities Selection Phase 

The selection phase is the first step in the investment decision-making process of 

equity securities. This phase is important to know which stock or portfolio gives higher 

return.  

 

 

3.3.1.5 Securities Trading Phase  

The trading phase is the second step in the investment decision-making process of 

equity securities.  This phase is important to know when the best time to buy or sell the 

selected stock or portfolio in order to maximize the profit and capital gain.  

 

3.4 Research Questions  

The following questions are expected to be answered throughout the research: 

 

RQ1: Is there a significant difference between the level of awareness and the degree of 

understanding of the fundamental and technical analyses by the customer account 

managers in the Egyptian Stock Market?  

 

RQ2: Is there a significant relationship between the type of investment approach used and 

the phase of investment decision-making process (selection/trading) by the customer 

account managers in the Egyptian Stock Market?  

http://www.businessdictionary.com/definition/knowledge.html
http://www.businessdictionary.com/definition/material.html
http://www.businessdictionary.com/definition/information.html
http://www.businessdictionary.com/definition/operations.html
http://www.businessdictionary.com/definition/financial-position.html
http://www.businessdictionary.com/definition/financial-position.html
http://www.businessdictionary.com/definition/corporation.html
http://www.businessdictionary.com/definition/market-price.html
http://www.businessdictionary.com/definition/publicly-traded.html
http://www.businessdictionary.com/definition/stock.html
http://www.businessdictionary.com/definition/share.html
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RQ3: Is there a significant relationship between the personal information (educational 

level/ years of experience) and the type of investment approach used in investment 

decision-making process (selection/trading) by the customer account managers in the 

Egyptian Stock Market? 

 

RQ4: Is there a significant relationship between the length of time period needed in 

forecasting and the type of investment approaches used in the investment decision-making 

process (selection/trading) by the customer account managers in the Egyptian Stock 

Market? 

  

RQ5: Is there a significant relationship between the availability of insider information and 

the type of investment approach used in investment decision-making process 

(selection/trading) by the customer account managers in the Egyptian Stock Market?  

 

3.5  Research Hypotheses 

Based on the previous researches written in that area and on the literature and the 

pilot study applied, the following hypotheses are proposed: 

 

H1: There is no significant difference between the level of awareness and the degree of 

understanding of the fundamental and technical analyses by the customer account 

managers in the Egyptian Stock Exchange. 

  

Sub-Hypotheses  

- H1 a: There is no significant difference between the level of awareness and the 

degree of understanding of the fundamental analysis approach by the customer 

account managers in the Egyptian Stock Exchange. 

  

- H1 b: There is no significant difference between the level of awareness and the 

degree of understanding of the technical analysis approach by the customer account 

managers in the Egyptian Stock Exchange.  
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H2: There is no significant relationship between the type of investment approach used and 

the phase of investment decision-making process (selection/trading) by the customer 

account managers in the Egyptian Stock Exchange.   

 

H3: There is no significant relationship between the personal information (educational 

level/ years of experience) and the type of investment approach used in investment 

decision-making process (selection/trading) by the customer account managers in the 

Egyptian Stock Exchange.  

 

Sub-Hypotheses  

- H3 a: There is no significant relationship between the educational level and the type of 

investment approach used in the selection phase by the customer account managers in 

the Egyptian Stock Exchange. 

     

- H3 b: There is no significant relationship between the educational level and the type of 

investment approach used in the trading phase by the customer account managers in the 

Egyptian Stock Exchange.   

  

- H3 c: There is no significant relationship between the years of experience and the type 

of investment approach used in the selection phase by the customer account managers. 

 

- H3 d: There is no significant relationship between the years of experience and the type 

of investment approach used in the trading phase by the customer account managers in 

the Egyptian Stock Exchange.   

 

H4: There is no significant relationship between the length of time period needed in 

forecasting and the type of investment approach used in the investment decision-making 

process (selection/trading) by the customer account managers in the Egyptian Stock 

Exchange.  
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Sub-Hypotheses  

- H4 a: There is no significant relationship between the length of time period needed in 

forecasting and the use of fundamental analysis in the selection phase by the customer 

account managers in the Egyptian Stock Exchange.    

    

- H4 b: There is no significant relationship between the length of time period needed in 

forecasting and the use of technical analysis in the trading phase by the customer 

account managers in the Egyptian Stock Exchange. 

 

H5: There is no significant relationship between the availability of insider information and 

the type of investment approach used in investment decision-making process 

(selection/trading) by the customer account managers in the Egyptian Stock Exchange.    

 

 Sub-Hypotheses  

- H5 a: There is no significant relationship between the availability of insider 

information and the type of investment approach used in the selection phase by the 

customer account managers in the Egyptian Stock Exchange.    

  

- H5 b: There is no significant relationship between the availability of insider 

information and the type of investment approach used in the trading phase by the 

customer account managers in the Egyptian Stock Exchange.   
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3.6 Research Design  

 

3.6.1 Research method 

This research starts with a pilot study that helps in implementing the questionnaire 

used in the quantitative research method.   

3.6.1.1 Pilot study  

 

a. Sample size  

This research conducts a pilot study on a small sample of 40 customer account 

managers in different securities brokerage firms to the quantitative research 

(questionnaire).  

b. Small-scale pilot study 

This pilot study aims to develop and evaluate the questionnaire before the main 

study is conducted (the distribution of the questionnaire), check if the respondents 

understand the questions, if all questions are relevant and if all the instructions are clear, 

and precise whether the sampling frame and technique are effective. In other words, this is 

actually a small-scale pilot study to test the feasibility of the intended techniques or to 

perfect the questionnaire concepts and wording (Appendix A). 

 

c. Findings of pilot study 

 

The findings of the pilot study show that there are two phases in order to make the 

investment decision making process: the first is ñsecurities selection phaseò and the second 

is ñsecurities trading phaseò which includes the buying and selling decisions. Accordingly, 

some questions in the questionnaire are modified and some are added, as the Egyptian 

Stock Exchange has specific circumstances. In addition, the sample only consists of 

customer account managers while the brokers and traders are ignored from the sample 

frame because they are unable to understand and fill the whole questionnaire.  

 



P a g e |  63 
© Amany Mohamed Ahmed Ibrahim Fouad (MBA Program; AAST, Cairo), 2014 

Therefore, the variables are modified as the questionnaire is changed. The model of 

(Essop, 2006) was containing these variables: independent variables (investment 

approaches), moderating variable (period of investment) and dependent variable (trading 

decision-making). The modified model includes investment approaches as independent 

variables and investment decision-making process: security selection phase and trading 

phase as dependent variable.   

 

3.6.1.2 Quantitative research 

This research uses the questionnaire as a quantitative research technique that 

involves questions will be either close-ended or five point Likert scale and structured to 

obtain specific information to satisfy the stated research objectives. This type of 

questionnaire facilitates the response of the participants. The responses yielded both 

categorical and discrete numerical data. This type of research method increases the 

reliability of the analysis in the Egyptian Stock Exchange and gives the observer control 

over the variables being measured and studied.   

 

Some pre-designed questions recorded in the literature were adapted and included. 

Moreover, the pilot study elicits that when the customer account managers are willing to 

take their securities investment decision- making process, they start to select the profitable 

stocks, then buy these stocks to construct the portfolio of investors and finally sell these 

stocks to get a profit. The findings of the pilot study show that they use the fundamental 

analysis when selecting the stocks and then use the technical analysis when they buy and 

sell them. Therefore, this questionnaire is mainly adapted from (Essop, 2006), but some 

questions are modified, reformulated, and added in order to be applicable and feasible in 

the Egyptian Stock Exchange.   

 

The questionnaire has been structured to obtain both general and specific data about 

the use of fundamental and technical analysis approaches by customer account managers. 

It is intended to measure the practical application of Fundamental and Technical Analysis 

approaches by customer account managers of Securities Brokerage firms in the Egyptian 

Stock Exchange. The questionnaire is divided into five parts.  
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Firstly, Part A which measures the level of awareness, degree of understanding, as 

well as the use of investment approaches in the selection phase and the trading phase 

according to the customer account managers and the recommendations of the organizations 

that they work for through Closed-ended questions. Secondly, Part B which measures the 

preference of the used investment approaches in the selection phase and trading phase of 

investment decision-making process, the length of time period needed in forecasting, the 

importance of using the insider information as another source of information ,and the 

importance of doing a proper business analysis through Closed-ended questions.  

 

Thirdly, Part C which measures the frequency of the used tools in both investment 

approaches: fundamental and technical analyses through a five point Likert Scale and Part 

D which measures the length of forecasting time period needed for the used tools in both 

investment approaches: fundamental and technical analyses through a five point Likert 

Scale. Finally Part E which measures the demographics of the respondents such as the 

educational level and years of experience through Closed-ended questions.  

 

The following table shows the operational definitions of research variables:  

      

Table 3.1: Operational definitions of research variables 

 

Variables 
Operational 

Definition 

Number 

of questions 

Personal Information   

The distribution 

of respondents in 

each securities 

brokerage firm 

Measures the number of respondents in each 

firm through Closed-ended question. 

Part E 

 

Q1 

Educational level  Measures the educational level of each 

respondent through Closed-ended question. 

Part E 

 

Q2 

Years of 

experience  

Measures the years of experience in the 

securities industry of each respondent through 

Closed-ended question. 

Part E 

 

Q3 
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Table 3.1: Continued  

 

Variables 
Operational 

Definition 

Number 

of questions 

Investment Approaches  

 

¶ Fundamental 

Analysis  

Measures the level of awareness of the 

fundamental analysis concept through Closed-

ended questions. 

 

Part A 

Q1  

 

Measures the degree of understanding of the 

fundamental analysis concept through Closed-

ended questions. 

 

Part A 

Q2 

 

Measures the length of time period needed in 

forecasting when using the fundamental 

analysis approach through Closed-ended 

question. 

 

 

Part B 

 

Q3 

 

Measures the frequency of the used tools in the 

fundamental analysis approach through a five 

point Likert Scale. 

 

Part C 

Q1 

Measures the length of time period needed in 

forecasting for the used tools of fundamental 

analysis approach through a five point Likert 

Scale. 

 

Part D 

Q1 
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Table 3.1: Continued  

 

Variables 
Operational 

Definition 

Number 

of questions 

 

¶ Technical 

analysis  

Measures the level of awareness of the 

technical analysis concept through Closed-

ended questions. 

Part A 

Q1  

Measures the degree of understanding of the 

technical analysis concept through Closed-

ended questions. 

Part A 

Q3 

Measures the length of time period needed in 

forecasting when using the technical analysis 

approach through Closed-ended question. 

 

 

Part B 

 

Q4 

 

Measures the frequency of the used tools in the 

technical analysis approach through a five 

point Likert Scale. 

 

Part C 

Q2 

Measures the length of time period needed in 

forecasting for the used tools of technical 

analysis approach through a five point Likert 

Scale.  

 

Part D 

Q2 

 

¶ Insider 

Information  

Measures the importance of using the insider 

information as another source of information in 

the selection phase and the trading phase 

through Closed-ended question. 

 

Part B 

Q5 
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Table 3.1: Continued  

 

Variables 
Operational 

Definition 

Number 

of questions 

 

Investment Decision-Making Process in equity securities 

 

 

¶ Securities 

selection 

phase   

 

 

 

 

 

 

 

 

Measures the frequency of used investment 

approaches by the respondents in the selection 

phase of equity securities through Closed-

ended question. 

 

Part A 

 

Q4 

Measures the frequency of used investment 

approaches by the recommendations of the 

organizations that respondents work for in the 

selection phase of equity securities through 

Closed-ended question. 

 

Part A 

 

Q6 

Measures the preference of the used 

investment approaches in the selection phase 

of equity securities through Closed-ended 

question.  

 

Part B 

 

 

Q1 

Measures the importance of doing a proper 

business analysis as it is a part of the 

fundamental analysis instead of technical 

analysis in the selection phase through Closed-

ended question. 

 

Part B 

Q6 
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Table 3.1: Continued  

 

Variables 
Operational 

Definition 

Number 

of questions 

 

¶ Securities 

trading 

phase  

 

 

 

Measures the frequency of used investment 

approaches by the respondents in the trading 

phase of equity securities through Closed-ended 

question. 

 

 

Part A 

 

Q5 

Measures the frequency of used investment 

approaches by the recommendations of the 

organizations that respondents work for in the 

trading phase of equity securities through 

Closed-ended question. 

 

 

Part A 

 

Q7 

Measures the preference of the used investment 

approaches in the trading phase of equity 

securities through Closed-ended question.  

 

 

Part B 

 

Q2 

 

3.6.2 Sampling process  

The major three steps in the sampling process are: defining the target population, 

determining the sampling technique and calculating the sample size. 

 

 

3.6.2.1 Target population 

 

The population consists of customer account managers working for Securities 

Brokerage Firms in the Egyptian Stock Exchange. These managers must have decision 

making authority for buying and selling equity securities.  By using the website of the 

Egyptian Exchange http://www.egx.com.eg and asking the Central Agency for Public 

Mobilization and statistics, these two sources prove that the total number of the Securities 

Brokerage Firms is 148 (134 in Cairo and 14 in Alexandria) as reported in 3/9/2013. 
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The population being targeted is limited geographically, i.e. within the borders of 

Cairo. The actual number of the customer account managers could not be identified from 

the database of these sources. Therefore if a conservative average of 6 customer account 

managers are employed at each firm this would give a potential population of 804 

customer account managers working for Securities Brokerage Firms in Cairo. 

 

3.6.2.2 Sampling Technique 

This study will use a stratified random sampling based on geographic factor. There 

are 148 securities brokerage firms in Egypt, 134 in Cairo and 14 in Alexandria and some 

firms in Cairo will be chosen and then questionnaires will be distributed on the customer 

account managers of this particular firm. That way we divided the population into smaller 

groups (strata) and a random sample from each stratum was taken.  

 

3.6.2.3 Sample Size 

 

a. Customer Account Managers  

The quantitative research sample consisted of 270 customer account managers 

guided by the population size as mentioned above. With 460 questionnaires were 

distributed but only 190 are used of them after the editing process. The sample size can be 

considered acceptable for the main statistical analysis used. The sample size is decided 

using the equation: 

 

 

   ╔   ╩a   
╟ ╟

▪
 

         

╔ Ȣ            ▪  
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Where,  

¶ E: denotes the error of estimation which is selected to be 6 percent. 

 

¶ Z a/2:  is the tabulated value of the standard normal distribution and by selecting            

a =5 %, the tabulated value will be exact 1.96. 

 

¶ Alpha (a): is the significance level or type I error of a test is the probability that 

the test statistic will reject the null hypothesis (( ) when the hypothesis is true. The 

study applies 0.05 or 5 % significance level or the tests are all conducted using 

confidence level 95%, and this value is decided by the researcher. A confidence 

level is a percentage that indicates the long-run probability that the results will be 

correct.   

 

¶ P: is the probability of success improving the aim of the Thesis. 

 

¶ (1-P): is the probability of failure improving the aim of the Thesis. 

 

 

In deciding the sample size and since we are vague of proving or disproving the 

aims, therefore we will select P = 1 - P = 50%. By using all the previous information, we 

will find that the exact sample size will be 267 but the analysis covers the information from 

270 respondents. 

 

 

b. Securities Brokerage Firms  

 

The quantitative research sample consisted of 45 securities brokerage firms in 

Cairo. The calculation of this sample is proportional to the sample of the customer account 

managers. 
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3.6.3 Data collection method  

 

In order to answer the proposed research hypotheses, this study uses the 

quantitative research technique. The survey method is in the form of structured 

questionnaire for data gathering from the Securities Brokerage firms. The questionnaire 

was originally developed in English, then translated to Arabic and translated back to 

English. A free-lance translator performed the translations. The two versions of the English 

questionnaire were then examined by an academic that approved that they both had the 

same meanings. The Arabic version of the questionnaire was examined by an Arabic 

teacher to ensure the accuracy of translation. Data collection took place in the form of 

academic survey to the customer account managers at the Securities Brokerage firms. 

 

3.6.4 Data Analysis techniques 

 

This study will apply different statistical techniques; descriptive and inferential.  

Firstly, the descriptive data analysis includes frequency tables, central measures such as the 

mean, dispersion measures such as the standard deviation, test of Skewness and Kurtosis, 

and non-parametric correlations.  

 

Furthermore, the Spearmanôs Rank Order Correlation (Spearmanôs rho) is used as a 

type of non-parametric correlations. They are applied in the part of the frequency of  the  

used tools in both investment approaches: fundamental and technical analyses and the part 

of the length of time period needed in forecasting for used  tools included in both 

investment approaches: fundamental and technical analyses, as these two parts are 

measured by Likert scale technique.  

 

Secondly, the inferential data analysis which includes Chi-square (x
2
) distribution, 

is used to test whether two variables are independent. If the significance value is small 

enough (conventionally Sig. must be less than .05) then we reject the hypothesis that the 

variables are independent and gain confidence in the hypothesis that they are now in some 

way related.  
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Data was analyzed using the Statistical Package for Social Science (SPSS), version 

18, for windows package helping to refine scales. This statistical software is using to 

analyze the data obtained from the questionnaire. The next chapter demonstrates the 

analysis of data, and discussion of the results.  
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CHAPTER FOUR   

DATA ANALYSIS AND FINDINGS  

 
 

 

4.1 Overview  

 

 

This chapter presents a descriptive analysis of the collected data while testing the 

reliability and validity of the instrument used for collection, then testing the proposed 

model and the hypotheses suggested in chapter 3 using Chi-square (x
2
) distribution to 

characterize the association between the input variables (investment approaches: 

fundamental analysis and technical analysis)  and the output variable (investment decision-

making process in equity securities: selection phase and trading phase) and to identify the 

degree of Significance of each variable.   

 

Data was collected through a survey filled by customer account managers who 

work in securities brokerage firms. The research focused on the role of the investment 

approaches in affecting the investment decision-making process in the securities brokerage 

firms. The total number of customer account managers is around 804 which is the 

population size. The sample size is 270 participants.  
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4.2      Quantitative Analysis  

 

In the beginning, the test of questionnaire, which includes Reliability test and 

Validity test, is discussed. Then, the descriptive data analysis is explained. Finally, the 

inferential data analysis is mentioned.  

 

 

4.2.1 Testing of questionnaire  

 

The testing of questionnaire is established through the different kinds of validity 

and reliability tests. Very briefly, reliability is a test of how consistently a measuring 

instrument measures whatever concept it is measuring. Validity is a test of how well an 

instrument that is developed measures the particular concept it is intended to measure 

(Sekaran and Bougie, 2009).  

 

4.2.1.1 Reliability Test   

 

This research applies the reliability test in order to measure the stability and 

consistency across time in the answers of all respondents. The questionnaire was 

distributed as a hard copy in the first time, and in the second time it was distrusted as a soft 

copy via e-mail. Cronbachôs Alpha (Ŭ) is used to check the reliability of the questions that 

measure the variables; items measuring the same will highly correlate (Hair et al. 2006). 

Reliability test used was measured using Cronbachôs Alpha reliability measure. It is used 

to test the homogeneity of the answers of the individuals in the sample on each factor of 

the model.  

 

Moreover, this research considers that the answers are homogeneous (there is a 

consistency in the answers) if the Cronbachôs Alpha exceeds 0.7, therefore they are 

reliable.  All the factors excluding the demographic variables were tested for the 

consistency Reliability by using Cronbachôs Alpha (Ŭ).  From table 4.1, it is found that all 

the scales used in the study were reliable and can be relied among them to measure the 

variables under study (Appendix C). 
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4.2.1.2 Validity Test  

 

This section outlines the validity tests for the scales utilized for this study. This 

research focuses on Content Validity. We consider that the questions are valid if the 

Cronbachôs Alpha exceeds 70 percent, therefore they are valid. .  All the factors excluding 

the demographic variables were tested for the Content Validity by using Cronbachôs Alpha 

(Ŭ).  From table 4.2, it is found that all the scales used in the study were valid and can be 

relied among them to measure the variables under study. (Appendix C) 

 

  

4.2.2 Descriptive data analysis  

 

The descriptive data analysis includes frequency tables, central measures such as 

the mean, dispersion measures such as the standard deviation, test of skewness and 

kurtosis, and non-parametric correlations (Appendix D). Furthermore, the Spearmanôs 

Rank Order Correlation (Spearmanôs rho) is used as a type of non-parametric correlations. 

They are applied in the part of the frequency of the used tools in both investment 

approaches: fundamental and technical analyses. Moreover, they are applied in the part of 

the length of time period needed in forecasting for used  tools included in both investment 

approaches: fundamental and technical analyses, as these two parts are measured by Likert 

scale technique.  

 

4.2.2.1 Descriptive analysis: Frequency analysis  

 

The calculation of frequency tables is helpful for identifying basic statistical 

information about a data set. Frequency table shows how frequently each particular 

variable occurs in a data set. This analysis includes all variables included in the 

questionnaire in the form of frequency tables.  
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4.2.2.1.1 Sample structure and profile  

 

In the sampling Stage, the study was based on a convenience sample of 270 

customer account managers working for securities brokerage firms in Cairo. 460 

questionnaires were distributed among the target population aiming to obtain 270 

responses to reach confidence level of 95 percent. Participants were briefed about the 

purpose of the study, and given enough time to fill out the questionnaires. The 

questionnaires were distributed in the Securities Brokerage Firms in Cairo. The data 

collection of this study took place during June and September, 2013. A total of 460 

questionnaires were distributed, and only 270 were found valid for the statistical analysis, 

giving us a valid response rate of 58.70 percent where the rest of questionnaires were not 

used due to incompleteness and some missing answers. 

 

This study gathers information about the respondentsô distribution in each securities 

brokerage firm, educational level, and years of experience in the field. The following table 

presents the distribution of respondents in each securities brokerage firm, which is the 

structure for the actual sample analyzed in this study done through frequency analysis:    

 

  

a. The distribution of respondents in each securities brokerage firm  

 

This research is applied on 45 securities brokerage firms, and the questionnaires 

were distributed to 270 respondents who are the ñcustomer account managersò. The 

distribution was made according to each firm, as it contains different number of customer 

account managers according to the size of each one. 
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Table 4.3: The distribution of respondents in each securities brokerage firm 

 

Securities brokerage firm Frequency Percent 

Valid Agyad Stock Brokers 4 1.5 

Al Amalka for Stock Dealing 7 2.6 

Al Arabia Securities Brokerage 4 1.5 

Al Rowad for Securities Brokerage 5 1.9 

Al Shourouk Brokerage 3 1.1 

Alfa Brokerage 7 2.6 

Alhmd Stock Brokerage 3 1.1 

Arabeya Online Securities 6 2.2 

Arqaam Securities Brokerage 6 2.2 

Beltone Securities Brokerage 8 3.0 

Blom Egypt Securities 8 3.0 

Brokers Securities 8 3.0 

Cairo National Co. for Securities Negotiation 7 2.6 

City Stars for Brokerage 6 2.2 

City Trade Securities & Brokerage 5 1.9 

Commercial International Brokerage company (CIBC) 3 1.1 

Egyptian Group for Securities 9 3.3 

Egyptian Kuwaiti Securities 4 1.5 

El Tadamoun El Arabi Brokerage Company 7 2.6 

First Stock Brokerage 3 1.1 
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Table 4.3 (Continued) 

Securities brokerage firm Frequency Percent 

Valid Global Capital Securities 4 1.5 

Golden  Way Securities 5 1.9 

Golden Share Securities 4 1.5 

Grand Investment Securities 5 1.9 

Hermes Securities Brokerage 10 3.7 

Honest Brokerage & Book Keeping 3 1.1 

Horizon Securities Brokerage Company 5 1.9 

Ifa Securities Brokerage 6 2.2 

Jazira Securities Brokerage 4 1.5 

Leaders Securities 6 2.2 

Masters Securities 7 2.6 

Mirage Brokerage 10 3.7 

Mubasher For Securities 8 3.0 

Naeem Brokerage 10 3.7 

New Brent Brokerage 5 1.9 

Osool Esb for Securities Brokerage 7 2.6 

Pioneers Securities 10 3.7 

Premiere Securities 7 2.6 

Prime Securities Brokerage 6 2.2 

Prizma Securities 8 3.0 

Profit Securities Brokerage 4 1.5 
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Table 4.3(Continued) 

Securities brokerage firm Frequency Percent 

Valid Samba Tadawol Misr Brokerage 6 2.2 

Sigma Securities Brokerage 5 1.9 

United Brokerage Co. 5 1.9 

Watheeqa Brokerage 7 2.6 

Total 270 100.0 

 

b. Educational level of the sample respondents  

 

As for the educational level, 83.7 percent of the respondents hold a bachelor degree 

followed by 13.3 percent of those holding a master degree. The following table presents 

their educational level: 

 

Table 4.4: Educational level of the sample respondents  

Educational level Frequency Percent 

Valid Bachelors 226 83.7 

Master 36 13.3 

Doctorate 8 3.0 

Total 270 100.0 

 

c. Years of experience of the sample respondents  

 

The sample consists of 270 respondents is segmented according to their years of 

experience from 0 to 15 years plus on different intervals. Around 61.9 percent of the 

sample has is the years of experience interval from ñ5 to 10 yearsò. The following table 

presents their years of experience: 
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Table 4.5:  Years of experience of the sample respondents 

Number of Experience Years Frequency Percent 

Valid 0 to 5 years 27 10.0 

5 to 10 years 167 61.9 

10 to 15 years 55 20.4 

15 years plus 21 7.8 

Total 270 100.0 

 

 

4.2.3.1.2 The level of awareness of fundamental and technical analyses concepts  

 

The majority of the customer account managers included in the sample have a 

general understanding of both fundamental and the technical analyses concepts when 

making investment decisions, with an approximate percentage equals 67 percent, as shown 

in table 4.6.  

  

4.2.3.1.3 The degree of understanding of fundamental and technical analyses 

concepts  

 

More than 50 percent of the customer account managers understand that the 

fundamental analysis concept includes both the internal and external business environment 

and the current and historical financial statements of the company, as indicated in table 4.7.  

In addition, table 4.8 shows that more than 70 percent of the customer account managers 

understand that the technical analysis concept involves predicting future price movements 

based on historical prices trends only.  
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4.2.3.1.4 The type of investment approach used in the selection phase and the 

trading phase of the equity securities  

 

There is 55 percent of the customer account managers use the fundamental analysis 

approach in the selection phase of the equity securities, as reflected in table 4.9. 

Furthermore, 56 percent use the technical analysis approach in the trading phase of equity 

securities, as shown in table 4.10. This means that they understand that the fundamental 

analysis and the technical analysis are essential in the selection phase and trading phase 

respectively.   

   

4.2.3.1.5 The type of investment approach used in the selection phase and the 

trading phase of the equity securities  according to the recommendations of 

the organizations  

 

It is indicated in table 4.11 and table 4.12 that 53 percent of the organizations 

recommend the use of the fundamental analysis in the selection phase of the equity 

securities and 56 percent encourage the use of the technical analysis in the trading phase of 

equity securities.  

 

4.2.3.1.6 The type of investment approaches preferred in the selection phase and the 

trading phase of the equity securities   

 

From table 4.13, it is found that 61 percent of the customer account managers prefer 

the fundamental analysis approach in the selection phase of equity securities and 44 

percent prefer to rely on the technical analysis approach in the trading phase of equity 

securities. Moreover, 34 percent of the samples do not have a specific preference for any of 

these two investment approaches, as indicated in table 4.14.  
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4.2.3.1.7 The length of time period needed in forecasting when using the 

fundamental and technical analyses  

 

The customer account managers use the fundamental analysis approach to generate 

medium and long term forecasts; therefore it is found that 27.8 percent rely on using the 

fundamental analysis approach for medium term forecasts (from 1 to 3 years) and 54.5 

percent use it for long term forecast; 21.9 percent for 3 to 5 years and 32.6 percent for 5 

years and more, as shown in table 4.15. On the other hand, they use the technical analysis 

approach to generate short term forecasts; so, it is found that 85.2 percent rely on using the 

technical analysis approach for short term forecasts; 54.1 percent for maximum 6 months, 

including day trading and 31.1 percent for 6 months to one year, as shown in table 4.16. 

 

4.2.3.1.8 The importance of using the insider information as another source of 

information   

 

It is found that 46 percent of the customer account managers consider that the 

insider information has an important effect on both phases: the selection phase and the 

trading phase of equity securities, as highlighted in table 4.17. 

 

4.2.3.1.9 The importance of doing a proper business analysis   

 

It is found that 65 percent of the respondents agree that doing a proper business 

analysis is more important than applying the technical analysis only, in the selection phase 

of equity securities, as indicated in table 4.18. 
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4.2.3.2 Additional descriptive analyses  

 

The additional descriptive analyses include frequency analysis, central measures, 

dispersion measures, test of skewness and kurtosis and non-parametric correlations. They 

are only applied in two parts in the questionnaire. The first is the part of frequency of the 

used tools in both investment approaches: fundamental and technical analyses. The second 

is the part of the length of time period needed in forecasting for used tools of both 

investment approaches: fundamental and technical analyses. 

 

4.2.3.2.2 The frequency of the used tools in both investment approaches: 

fundamental and technical analyses   

 

The investment approaches are divided into two components: fundamental analysis 

and technical analysis. Therefore, it was imperative to explain each component 

independently.    

 

a. Fundamental analysis approach  

 

The most important tools in the fundamental analysis approach that are frequently 

used for making investment decisions for publicity traded shares, in descending order, are:  

the required rate of return (RRR) with 72.5 percent, the dividend discounting model with 

54.4 percent, and the Ratio analysis with 66 percent. The least important tool that is used is 

the capital asset pricing model (CAPM) with 42.6 percent, as remarked from table 4.19 to 

table 4.23.   

 

The findings display that the Mean of used fundamental tools equals to 3.58 and the 

Standard deviation equals to 0.81, which means that the majority of answers fluctuate 

around the mean, and are limited between 3 and 4, therefore some of the customer account 

managers occasionally use the tools included in the fundamental analysis approach and the 

rest use them almost every time. As shown in the following table, this result is confirmed 

by Skewness and Kurtosis as the use of these tools is skewed to the left.   
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Table 4.47: Descriptive analysis for fundamental analysis 

Investment  

approach  
Mean 

Standard 

deviation 
Skewness Kurtosis 

Fundamental analysis 3.5868 0.80614 -0.763 0.081 

 

b. Technical analysis approach   

 

Regarding the technical analysis approach, the most important tools that are 

frequently used for making investment decisions for publicity traded shares, in descending 

order, are:  the volume tracking with 92.2 percent, trend lines with 92.2 percent, the 

support and resistance with 87.4 percent and chart analysis with 83 percent. The least 

important tool that is almost never used is the stochastic oscillator with 30 percent, as 

mentioned from table 4.24 to table 4.32.  

 

The results show that the Mean of used technical tools equals to 3.65 and the 

Standard deviation equals to 0.66, which means that the majority of answers fluctuate 

around the mean and are limited between 3 and 4. Therefore some of the customer account 

managers occasionally use the tools included in the technical analysis approach and the 

remaining use the almost every time. This result is confirmed by Skweness and Kurtosis as 

the use of these tools is skewed to the left, as mentioned in the following table: 

 

 

Table 4.48: Descriptive analysis for technical analysis 

Investment  

approach  
Mean 

Standard 

deviation 
Skewness Kurtosis 

Technical analysis 3.6481 0.65813 -0.776 0.418 
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4.2.3.2.2 The relationship between the personal information and the frequency of 

the used tools included in both investment approaches: fundamental and 

technical analyses 

The personal information is divided into two components: educational level and 

years of experience and the investment approaches are also divided into two components: 

fundamental analysis and technical analysis. Therefore, it was imperative to explain each 

component independently.    

 

a. Fundamental analysis approach 

 

¶ The relationship between the educational level and the frequency of the used tools 

included in fundamental analysis approach  

 

The results show that the spearman correlation value is 0.098 and the sig (2-tailed) 

value is 0.108, which means that there is no significant relationship between the 

educational level of the customer account managers and their degree of use the tools of 

fundamental analysis approach.    

 

¶ The relationship between the years of experience and the frequency of the used 

tools included in fundamental analysis approach  

 

The results show that the spearman correlation value is 0.014 and the sig (2-tailed) 

value is 0.822, which means that there is no significant relationship between the years of 

experience of the customer account managers and their degree of use the tools of 

fundamental analysis approach. The following table is the summary from table 4.51 and 

table 4.52: 
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    Table 4.53: The relationship between the educational level and years of experience 

and the frequency of the used tools included in fundamental analysis approach 

Investment 

approach 
Test name 

Educational 

Level 

Years of 

experience 

Fundamental 

analysis 

Spearman correlation  0.098 0.014 

Sig(2 tailed) 0.108 0.822 

 

 

b. Technical analysis approach 

  

¶ The relationship between the educational level and the frequency of the used tools 

included in technical analysis approach  

 

The results show that the spearman correlation value is 0.154 and the sig (2-tailed) 

value is 0.011, which means that there is a significant relationship between the educational 

level of the customer account managers and their degree of use the tools of technical 

analysis approach. 

 

 

¶ The relationship between the years of experience and the frequency of the used 

tools included in technical analysis approach  

 

The results show that the spearman correlation value is 0.053 and the sig (2-tailed) 

value is 0.385, which means that there is no significant relationship between the years of 

experience of the customer account managers and their degree of use the tools of technical 

analysis approach. The following table is the summary from table 4.54 and table 4.55: 
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Table 4.56: The relationship between the educational level and years of experience 

and the frequency of the used tools included in technical analysis approach 

Investment 

approach 
Test name 

Educational 

Level 

Years of 

experience 

Technical analysis 

Spearman correlation  0.154 0.053 

Sig(2 tailed) 0.011 0.385 

 

 

4.2.3.2.3 The length of time period needed in forecasting for used tools of both 

investment approaches: fundamental and technical analyses  

 

The investment approaches are also divided into two components: fundamental 

analysis and technical analysis. Therefore, it was imperative to explain each component 

independently.    

 

a. Fundamental analysis approach  

 

The findings display that the customer account managers use the tools of 

fundamental analysis approach between long term ( 3 to 5 years) and very long term ( 5 

years and more) period needed in forecasting, therefore the following tools are the most 

commonly important when they make their investment decisions for publicity traded 

shares, in order, are:  the required rate of return (RRR) with 82.2 percent, and the ratio 

analysis with 73 percent and the least important tool is the capital asset pricing model 

(CAPM) with 24.1 percent, as explained from table 4.33 to table 4.37.  

 

The findings display that the Mean of used fundamental tools equals to 3.44 and the 

Standard deviation equals to 0.69, which means that the majority of answers are limited 

between 3 and 4, therefore some of the customer account managers use the tools included 

in the fundamental analysis approach for medium term (1 to 3 years) and long term (3to 5 

years) needed in forecasting for investment decision-making in equity securities.  
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As presented in the following table, the result is confirmed by Skweness and Kurtosis as 

the length of time period needed in forecasting when they use the tools of technical 

analysis approach is skewed to the left.   

 

Table 4.49: Descriptive analysis for fundamental analysis 

Investment  

approach  
Mean 

Standard 

deviation 
Skewness Kurtosis 

Fundamental analysis 3.4423 0.69165 -0.416- 0.513 

 

 

b. Technical analysis approach  

 

The customer account managers use the tools of technical analysis approach 

between very short term (0 to 6 months, including day trading) and short term (6 months to 

one year), so, the most commonly used for these time periods, in order, are:  the trading 

ranges with 87.4 percent, and the volume trading with 86.6 percent, and the least 

commonly used is the stochastic oscillator with 62.2 percent, as highlighted from table 

4.38 to table 4.46.  

 

The results show that the Mean of used technical tools equals to 1.84 and the 

Standard deviation equals to 0.69, which means that the majority of the answers are limited 

between 1 and 2, therefore some of the customer account managers use the tools included 

in the technical analysis approach for very short term (0 to 6 months, including day 

trading) and   short term (6 months to one year) needed in forecasting for investment 

decision-making in publicity traded shares, as highlighted in the following table: 

   

Table 4.50: Descriptive analysis for technical analysis 

Investment  

approach  
Mean 

Standard 

deviation 
Skewness Kurtosis 

Technical analysis 1.8452 0.68967 1.342 1.100 
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4.2.3.2.4 The relationship between the personal information and the length of time 

period needed in forecasting for tools included in both investment 

approaches: fundamental and technical analyses    

 

The personal information is divided into two components: educational level and 

years of experience and the investment approaches are also divided into two components: 

fundamental analysis and technical analysis. Therefore, it was imperative to explain each 

component independently.    

 

a. Fundamental analysis approach  

 

¶ The relationship between the educational level and the length of time period 

needed in forecasting for tools included in fundamental analysis   

 

The results show that the spearman correlation value is 0.113 and the sig (2-tailed) 

value is 0.063, which means that there is no significant relationship between the 

educational level of the customer account managers and their choice of the length of time 

period needed in forecasting for tools included in the fundamental analysis approach. 

 

¶ The relationship between the years of experience and the length of time period 

needed in forecasting for tools included in fundamental analysis   

 

The results show that the spearman correlation value is -0.059 and the sig (2-tailed) 

value is 0.338, which means that there is no significant relationship between the years of 

experience of the customer account managers and their choice of the length of time period 

needed in  forecasting for tools included in the fundamental analysis approach. The 

following table is the summary from table 4.57 and table 4.58:  
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Table 4.59: The relationship between the educational level and years of experience    

and the length of time period needed in forecasting for tools included in fundamental 

analysis 

Investment 

approach 
Test name 

Educational 

Level 

Years of 

experience 

Fundamental 

analysis 

Spearman correlation  0.113 -0.059 

Sig(2 tailed) 0.063 0.338 

 

 

b. Technical analysis approach  

 

¶ The relationship between the educational level and the length of time period 

needed in forecasting for tools included in technical analysis   

 

The results show that the spearman correlation value is -0.218 and the sig (2-tailed) 

value is 0.00, which means that there is a significant relationship between the educational 

level of the customer account managers and their choice of the length of time period 

needed in forecasting for tools included in technical analysis approach and this relationship 

is inverse, which means that the customer account manager who hold a PhD degree, he use 

the tools of technical analysis to generate a short term forecasts.     

 

¶ The relationship between the years of experience and the length of time period 

needed in forecasting for tools included in technical analysis   

 

The results show that the spearman correlation value is -0.206 and the sig (2-tailed) 

value is 0.001, which means that there is a significant relationship between the years of 

experience of the customer account managers and their choice of the length of time period 

needed in forecasting for tools included in the technical analysis approach, which means 

that the customer account managers who have more than 15 years of experience , he use 

the tools of technical analysis to generate a short term forecasts.     The following table is 

the summary from table 4.60 and table 4.61:   
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Table 4.62: The relationship between the educational level and years of experience 

and the length of time period needed in forecasting for tools included in technical 

analysis 

Investment 

approach 
Test name 

Educational 

Level 

Years of 

experience 

Technical analysis 

Spearman correlation  -0.218 -0.206 

Sig(2 tailed) 0.00 0.001 

 

4.2.4 Inferential data analysis  

 

Inferential data analysis is used to examine data for differences, associations, and 

relationships to answer research questions (or hypotheses).  This research uses the Chi-

Square Test as a type of the inferential statistics in order to achieve the research objectives. 

It is used to examine the association (relationship) between categorical variables 

(Appendix E).  

 

The levels of categories for each variable can be two or more. Categorical Variables 

are Categorical data which is data that can take a discrete number of values or categories 

with no inherent order to the categories. Example of a categorical variable used in this 

study is educational level (bachelor, master, or doctorate). On the other hand, Ordinal 

Variables are for example, Likert scale variables (do not use, used a little, used a moderate 

amount, used a lot, used all the time) which is the case in this study. Several types of 

descriptive statistics are calculated for these types of variables including frequencies and 

proportions or percentages, mean and standard deviation. 
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4.2.4.1 Hypotheses testing  

 

To test the study hypotheses, Chi-square tests were used. A hypothesis test involves 

two hypotheses: the null hypothesis and the alternative hypothesis. The first is the ñNull 

Hypothesisò (H0) is a hypothesis set up to be rejected in order to support the other type of 

hypothesis which is the alternate hypothesis, labeled (HA). When used, the null hypothesis 

is presumed true until statistical evidence, in the form of a hypothesis test, indicates 

otherwise. The null statement is expressed in terms of there being no (significant) 

relationship between two variables or no (significant) difference between two groups. The 

alternate hypothesis, which is the opposite of the null, is a statement expressing a 

relationship between two variables or indicating differences between groups. 

 

4.2.4.1.1 Testing Hypothesis One 

H1: There is no significant difference between the level of awareness and the degree of 

understanding of the fundamental and technical analyses by the customer account managers in the 

Egyptian Stock Exchange. 

 

The investment approaches in hypothesis one are divided into two components: 

fundamental analysis and technical analysis. Therefore, it was imperative to measure H1 a 

and H1 b and these sub-hypotheses are: 

- H1 a: There is no significant difference between the level of awareness and the 

degree of understanding of the fundamental analysis approach by the customer 

account managers in the Egyptian Stock Exchange. 

  

- H1 b: There is no significant difference between the level of awareness and the 

degree of understanding of the technical analysis approach by the customer account 

managers in the Egyptian Stock Exchange.  
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After testing H1 a, the results show that the Chi-square value is 68.81 which is 

significant at 0.00 level. Therefore, this means that there is a relationship between these 

two variables based on the level of confidence stated in the beginning. In other words, 

there is a significant difference between the level of awareness and the degree of 

understanding of the fundamental analysis approach by the customer account managers in 

the Egyptian Stock Exchange.   

 

This relationship is direct confirmed by the positive spearman correlation sign. 

This means that, if the customer account managers are fully aware of both the concepts of 

fundamental and technical analyses, they understand that the fundamental analysis includes 

both the internal and external business environments and the current and historical 

financial statements of the company. Therefore, this study supports the alternative 

hypothesis and rejects the null hypothesis. As indicated in table 4.66, the results of the Chi-

square distribution and the Spearman correlation are summarized as follows: 

 

Table 4.66: The difference between the level of awareness and the degree of          

understanding of the fundamental analysis approach 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H1 a 68.813 0.000 0.361 

 

Then, after testing H1 b, the findings display that the Chi-square value is 23.40 

which is significant at 0.00 level, thus there is a relationship between the variables based 

on the level of confidence stated in the beginning. As a result, there is a significant 

relationship between the level of awareness and the degree of understanding of the 

technical analysis by the customer account managers in the Egyptian Stock Exchange.  
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The spearman correlation sign shows an inverse relationship which explains that if  

the customer account managers are fully aware of the concepts of both fundamental and 

technical analyses, they understand that the technical analysis only involves predicting 

future price movements based on historical price trends. As shown in table 4.70, the results 

of the Chi-square distribution and the Spearman correlation are summarized as follows:  

 

 

Table 4.70: The difference between the level of awareness and the degree of 

understanding of the technical analysis approach 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H1 b 23.399 0.000 -0.139 

 

 

These results support the research findings of Essop (2006), who studied the 

awareness and understanding of fundamental and technical analyses in a sample of 

portfolio managers working for large institutional investors in South Africa. He found that 

more than 75 percent are aware of these two approaches and they understand each concept.  

Besides other studies, for instance, Kulkarni and Kulkarni (2013) who studied the 

awareness of fundamental and technical analyses in a sample of investors in the Indian 

stock market. They found that about 76 percent of the investors are only aware of the 

fundamental analysis. 

 

 

4.2.4.1.2 Testing Hypothesis two 

H2: There is no significant relationship between the type of investment approach used and the phase 

of investment decision-making process (selection/trading) by the customer account managers in the 

Egyptian Stock Exchange.   
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The result of this investigation is that the Chi-square value calculated is 2.81, 

which is significant at 0.00 level. So, this means that there is a significant relationship 

between these two variables at any selected significance level (a), and to approve this 

relationship whether it is direct or inverse,  the spearman correlation analysis sign is 

positive, which indicates the relationship is direct.  

 

This shows that the customer account managers use the fundamental analysis 

approach or technical analysis approach in the selection phase and the trading phase of 

equity securities. In table 4.74, the results of the Chi-square distribution and the Spearman 

correlation are summarized as follows: 

 

    Table 4.74: The relationship between the type of investment approach used and   

the phase of investment decision-making process 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H2 2.809 0.000 0.848 

 

Despite the frequency analysis shows that the majority of customer account 

managers use the fundamental analysis in the securities selection phase and rely on 

technical analysis in the daily trading phase. The findings of this hypothesis show that the 

minority of the customer account managers who use the fundamental analysis approach 

when selecting the stocks rely on technical analysis when making trading decisions. This 

result is expected because the Egyptian Stock Exchange has a specific nature, as not all the 

customer account managers have lots of experience.  
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The research findings show support for the study of Nanabahau (2008) who studied 

the impact of fundamental and technical analyses on stock prices in the Bombay stock 

exchange.  He found that only 10 percent of investors invest their money by using both 

fundamental and technical analyses in order to make a good prediction, then the risk can be 

minimized and the profit can be maximized. He also found that 43 percent of investors use 

the fundamental analysis in the selection of the company and 22 percent rely on technical 

analysis by which the risk can be calculated and profit can be maximized. However, even 

that 25 percent of investors invest on the basis of speculation, which is risky.   

 

The study results are in consistent with the results of many researchers such as 

Waworuntu and Suryanto (2010), who conducted a study to test the complementary nature 

of fundamental and technical analysis to whether it will increase the explanatory power to 

explain the stock price movement in the Indonesia Stock Exchange that consists of 45 

companies. Their results showed that fundamental or technical analysis alone in isolation 

has the ability to predict future prices. But, by integrating both factors together in a single 

model will give the superior explanatory power to the prediction. These findings prove that 

fundamental analysis can be used in determining which stocks or portfolio is prosperous in 

the future, and technical analysis can be used in determining the right time to buy or sell 

the stocks.   

 

Furthermore, Kulkarni and Kulkarni (2013) reported that 64 percent of the investors 

prefer to use fundamental analysis and they reported that the technical analysis is used for 

a trade, whereas the fundamental analysis is used to make an investment. Investors buy 

assets believing that the stock prices may increase in value, while traders buy assets 

believing that they can sell it to somebody else at a greater price.  

 

The results contradict the findings of some previous authors such as Essop (2006) 

who assumed that there is only one step in the investment decision making process which 

is the buying and selling step and he ignored the selection step. Thus in the buying step, he 

found that the majority of portfolio managers use fundamental analysis while the minority 

of managers actually makes use of technical analysis.  
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Similarly, in a research by Cohen, et al. (2011), who studied the difference of use of 

fundamental and technical tools in the buying and selling stocks in Israel.  Their results 

showed that the professional portfolio managers use more frequently fundamental tools 

when they make buy decisions than technical when they make sell decisions thus they use 

both fundamental and technical tools as a mix for achieving the best possible decisions. 

 

The results also contradict the findings of Almujamed, et al. (2012) who found that 

the fundamental analysis is the main valuation method used by fund managers, individual 

investors, analysts and stockbrokers. While the technical and risk analyses are ranked 

second and third, respectively.   

 

4.2.4.1.3 Testing Hypothesis three 

H3: There is no significant relationship between the personal information (educational level/ years 

of experience) and the type of investment approach used in investment decision-making process 

(selection/trading) by the customer account managers in the Egyptian Stock Exchange.  

 

In hypothesis three, the investment approaches are divided into two components: 

fundamental analysis and technical analysis and the personal information are divided into 

two components: educational level and years of experience. Therefore, it was imperative to 

measure H3 a to H3 d and these sub-hypotheses are: 

 

- H3 a: There is no significant relationship between the educational level and the type of 

investment approach used in the selection phase by the customer account managers in 

the Egyptian Stock Exchange.    

  

- H3 b: There is no significant relationship between the educational level and the type of 

investment approach used in the trading phase by the customer account managers in the 

Egyptian Stock Exchange.   
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- H3 c: There is no significant relationship between the years of experience and the type 

of investment approach used in the selection phase by the customer account managers 

in the Egyptian Stock Exchange.  

 

- H3 d: There is no significant relationship between the years of experience and the type 

of investment approach used in the trading phase by the customer account managers in 

the Egyptian Stock Exchange.   

 

First of all, H3 a is tested and the results show that there is no significant 

relationship between the educational level and the type of investment approach used in the 

selection phase by the customer account managers (chi square = 5.287, Asymp. Sig (2-

sided) = 0.259). For this reason the null hypothesis is failed to be rejected. As mentioned in 

table 4.78, the results of the Chi-square distribution and the Spearman correlation are 

summarized as follows: 

 

  Table 4.78: The relationship between the educational level and the type of 

investment approach used in the selection phase 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H3 a 5.287 0.259 0.043 

 

 

Secondly, the findings of H3 b can be explained. The alternative hypothesis is not 

supported, due to the fact that this test shows that there is no significant relationship 

between the educational level and the type of investment approach used in the trading 

phase by the customer account managers (chi square = 9.062, Asymp. Sig (2-sided) = 

0.060). In table 4.82, the results of the Chi-square distribution and the Spearman 

correlation are summarized as follows:  
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     Table 4.82: The relationship between the educational level and the type of 

investment approach used in the trading phase 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H3 b 9.062 0.060 0.155 

 

Thirdly, after showing the Chi-square value with 13.54, which is significant at 

0.02 level. Hence, there is a significant relationship between the years of experience and 

the type of investment used in the selection phase by the customer account managers. 

Consequently, the alternative hypothesis is supported.  

 

From the results of spearman correlation analysis as revealed in the following 

table, there is a direct relationship between these two variables. In other words, the 

customer account managers, who have less than 5 years of experience, use the fundamental 

analysis approach in the selection phase of the equity securities. As indicated in table 4.86, 

the results of the Chi-square distribution and the Spearman correlation are summarized as 

follows: 

 

Table 4.86: The relationship between the years of experience and the type of 

investment approach used in the selection phase 

 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H3 c 13.540 0.029 0.164 
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Finally, H3 d is examined and its results show that the Chi-square value is 16.53 

which is significant at 0.01 level. Thus, there is a significant relationship between the years 

of experience and the type of investment approach used in the trading phase by the 

customer account managers.  In addition, the spearman correlation analysis shows that this 

relationship is direct, which means that the customer account managers, who have more 

than 15 years of experience, use the technical analysis approach in the trading phase of the 

equity securities. As shown in table 4.90, the results of the Chi-square distribution and the 

Spearman correlation are summarized as follows: 

 

 

Table 4.90: The relationship between the years of experience and the type of 

investment approach used in the trading phase 

 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H3 d 16.533 0.016 0.286 

 

These results support the study of Cohen, et al. (2011) who investigated the 

relationship between the investors' personal characteristics, such as gender, age, and 

financial market experience and their preferences of the described investment approaches. 

They found that there is a relationship between the age and financial market experience 

and the preference of fundamental and technical analyses.    

 

This means that  the financial statements and "support and resistance lines" are used 

more frequently by investors aged 40 and above, and by investors having 5 or more years 

of experience in financial markets, than by younger and less experienced investors. They 

also found that there is no relationship between the gender and the preference of 

investment approaches.   
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Furthermore, Kumar, et al. (2013) support this notion by arguing that only the 

relevant work experience influences brokersô decisions in the Bombay Stock Exchange, 

India. They also found that there is no association between these demographic variables: 

age, gender, location of the office, and email address and the usage of fundamental and 

technical analyses. 

 

4.2.4.1.4 Testing Hypothesis four 

H4: There is no significant relationship between the length of time period needed in forecasting and 

the type of investment approach used in the investment decision-making process (selection/trading) 

by the customer account managers in the Egyptian Stock Exchange.  

 

In hypothesis four the investment approaches are divided into two components: 

fundamental analysis and technical analysis and the investment decision-making process is 

divided into two components: selection phase and trading phase. Therefore, it was 

imperative to measure H4 a and H4 b and these sub-hypotheses are: 

 

- H4 a: There is no significant relationship between the length of time period needed in 

forecasting and the use of fundamental analysis in the selection phase by the customer 

account managers in the Egyptian Stock Exchange.    

    

- H4 b: There is no significant relationship between the length of time period needed in 

forecasting and the use of technical analysis in the trading phase by the customer 

account managers in the Egyptian Stock Exchange. 

 

To begin with testing H4 a, the following table indicates that the calculated chi-

square statistics is 18.847 which is significant at 0.016 level. Therefore there is a 

significant relationship between the length of time period needed in forecasting and the use 

of fundamental analysis in the selection phase by the customer account managers.  
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The sign of the spearman correlation analysis reports that this relationship is 

inverse, which means that the customer account managers use the fundamental analysis as 

an investment approach in the selection phase to generate a very long term forecasts (more 

than 5 years).  This suggests that the null hypothesis can be rejected in favor of the 

alternative hypothesis. As indicated in table 4.94, the results of the Chi-square distribution 

and the Spearman correlation are summarized as follows: 

 

 Table 4.94: The relationship between the length of time period needed in forecasting 

and the use of fundamental analysis in the selection phase 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H4 a 18.847 0.016 -0.080 

 

Then H4 b is tested and its results are mentioned in this table which reports that, 

the calculated value of the chi-square statistic is 17.82 which is significant at 0.01 level. 

For this reason, the null hypothesis is rejected and there is a significant relationship 

between the length of time period needed in forecasting and the use of technical analysis in 

the trading phase by the customer account managers.   

 

By using the spearman correlation analysis to determine whether this relation is 

direct or inverse it is found that this relation is inverse, which means that the customer 

account managers use the technical analysis as an investment approach in the trading phase 

to generate a very short term forecasts (maximum 6 months). As shown in table 4.98, the 

results of the Chi-square distribution and the Spearman correlation are summarized as 

follows: 
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 Table 4.98: The relationship between the length of time period needed in forecasting 

and the use of technical analysis in the trading phase 

 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H4 b 17.827 0.019 -0.110 

 

 

This result is supported by Allen and Taylor (1990) who studied the importance of 

technical analysis among chief foreign exchange dealers in the London foreign exchange 

market. They found that the respondents use the technical analysis at short time horizons.   

 

This result is also supported by Oberlechner (2001), Kumar, et al. (2013) and 

Kulkarni and Kulkarni (2013) who found that the technical analysis is more important on 

shorter forecasting horizons, while on longer forecasting horizons most market participants 

put more importance on fundamental analysis. In other words, the fundamental analysis 

takes relatively a long-term approach to analyze the market compared to the technical 

analysis. While technical analysis can be used on a timeframe of weeks, days or even 

minutes, fundamental analysis often looks at data over a number of years. 

 

 

4.2.4.1.5 Testing Hypothesis five 

H5: There is no significant relationship between the availability of insider information and the type 

of investment approach used in investment decision-making process (selection/trading) by the 

customer account managers in the Egyptian Stock Exchange.    
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The investment decision-making process in hypothesis five is divided into two 

components: selection phase and trading phase. Therefore, it was imperative to measure 

H5 a and H5 b and these sub-hypotheses are: 

 

- H5 a: There is no significant relationship between the availability of insider 

information and the type of investment approach used in the selection phase by the 

customer account managers in the Egyptian Stock Exchange.    

  

- H5 b: There is no significant relationship between the availability of insider 

information and the type of investment approach used in the trading phase by the 

customer account managers in the Egyptian Stock Exchange.   

 

Starting with H5 a, the statistical results show that the chi-square obtained is 3.21 

and an Asymp. Sig (2-sided) of 0.522, which falls well above the 0.05 alpha level, the 

difference between the observed and expected values is not significant. In other words, 

there is no significant relationship between the availability of insider information and the 

type of investment approach used in the selection phase by the customer account managers. 

Accordingly, the null hypothesis is supported. In table 4.102, the results of the Chi-square 

distribution and the Spearman correlation are summarized as follows:   

 

Table 4.102: The relationship between the availability of insider information and the 

type of investment approach used in the selection phase 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H5 a 3.216 0.522 0.015 
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Next, H5 b is tested and its findings are summarized in table 4.106. The findings 

are interpreted as the chi-square obtained is 30.92 which is significant at 0.00 level. Thus 

the relationship between these two variables is statistically significant. In other words, 

there is a significant relationship between the availability of insider information and the 

type of investment approach used in the trading phase by the customer account managers.  

 

This means that the customer account managers who use the technical analysis in 

the trading phase consider that the insider information has an impact in both the selection 

phase and trading phase of equity securities. Accordingly, the alternative hypothesis is 

failed to be rejected. The results of the Chi-square distribution and the Spearman 

correlation are summarized as follows:  

 

 

   Table 4.106: The relationship between the availability of insider information         

and the type of investment approach used in the trading phase 

Hypothesis 

Test name 

Chi-square 
Spearman 

Correlation Value 
Asymp. Sig         

(2-sided) 

H5 b 30.920 0.000 0.062 

 

There is a vast literature available showing contradictory results about the 

importance of the availability of insider information as some studies suggest another 

source of information.  For instance, Maditinos, et al. (2006) argued that the fundamental 

analysis, technical analysis, portfolio analysis, foreign markets and government policy are 

the most important sources of information and the noise in the market and 

newspapers/media are the least important according to the investors who become more 

sophisticated in their investment selection strategy.  
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In addition, Essop (2006) found that the majority of portfolio managers rely on 

fundamental analysis more than any other sources of information such as the technical 

analysis and insider information.  Furthermore, Almujamed, et al. (2012) show that 

Kuwaiti investors perceived the newspapers, the Kuwait Stock Exchange (KSE) website, 

advice from friends, charts, discussion with company staff and insider information as the 

least frequently used sources of information.  

 

This chapter presented the empirical results of the Chi-square analysis used in the 

study. The analyses were used to test the earlier formulated hypotheses to establish the 

relationship which exists among the variables expressed. Next chapter highlights the 

discussion, conclusions and recommendations of the findings from the study. 
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CHAPTER FIVE  

CONCLUSION, RECOMMENDATIONS AND FUTURE  

RESEARCH 

 

 

 

5.1 Overview  

 

The previous chapter examined the data analysis and interpretation of results, in 

addition to testing the research hypotheses. However, this chapter discloses the summary 

and conclusion of the theoretical review and empirical findings. This chapter also includes 

limitations of the research and recommendations for securities brokerage firms and 

customer account managers, investors and central agency for public mobilization and 

statistics. Finally, it ends with the scope for future study. 

 

5.2 Summary and Conclusion Remarks  

 

The Egyptian Stock Exchange showed a remarkable performance, growing by 51% 

in 2012; a level that hasn't been reached since 2007, which is considered the highest 

growth among all emerging and developed markets (after Turkey) in 2012. Thus the 

important role of Stock Exchange in Egypt led to increase the use of fundamental and 

technical analysis as an investment tools by the Securities Brokerage Firms. 

 

A comprehensive literature review is conducted to identify the important role of the 

fundamental and technical analyses as investment approaches. This research aims to 

measure the awareness and use of fundamental and technical analysis approaches in the 

investment decision-making process of the customer account managers who work in the 

securities brokerage firms in the Egyptian Stock Exchange.  
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This research reports that the investment approaches affect the investment decision-

making process according to the first phase which is the selection phase and the second 

phase which is the trading phase, while Essop, 2006 considers that the investment 

decision-making is the buying and selling phase only.  

 

First, this research measures the difference between the level of awareness and the 

degree of understanding of the fundamental and technical analyses by the customer 

account managers in the Egyptian Stock Exchange. Second, it measures the relationship 

between the type of investment approach used and the phase of investment decision-

making process (selection/trading) by the customer account managers in the Egyptian 

Stock Exchange.  

 

Third, it measures the relationship between the personal information (educational 

level/ years of experience) and the type of investment approach used in investment 

decision-making process (selection/trading) by the customer account managers in the 

Egyptian Stock Exchange.  

 

Fourth, it measures the relationship between the length of time period needed in 

forecasting and the type of investment approach used in the investment decision-making 

process (selection/trading) by the customer account managers in the Egyptian Stock 

Exchange. Finally, it measures the relationship between the availability of insider 

information and the type of investment approach used in investment decision-making 

process (selection/trading) by the customer account managers in the Egyptian Stock 

Exchange.   

 

To achieve these objectives, a quantitative research method is applied through 

distributed questionnaires. The questionnaire is mainly adapted from (Essop, 2006), but 

some questions are modified, reformulated, and added in order to be applicable and 

feasible in the Egyptian Stock Exchange according to a conducted pilot study. The results 

of the pilot study support the findings of Waworuntu and Suryanto (2010) who found that 

fundamental analysis can be used in determining which stocks or portfolio is prosperous in 

the future and technical analysis can be used in determining the right time to buy or sell the 

stocks. 
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Therefore, the variables are modified as the questionnaire is changed. The variables 

in Essop model included: independent variables (investment approaches), moderating 

variable (period of investment) and dependent variable (trading decision-making). The 

modified model applied in this study includes investment approaches as independent 

variables and investment decision-making process: security selection phase and trading 

phase as dependent variable.   

 

Next to the theoretical review, the dissertation has delivered an empirical analysis. 

The empirical results of the Chi-square distribution showed that some of the null 

hypotheses stated earlier are supported while other hypotheses contradicted with the 

results.  After conducting a survey by the questionnaire in the Egyptian Stock Market, the 

following conclusions are driven from the results of the statistical analyses: 

 

 

¶ There is a significant difference between the level of awareness and the degree 

of understanding of the fundamental analysis and technical analysis by the 

customer account managers in the Egyptian Stock Exchange. This means that 

the customer account managers, who are fully aware of both the concepts of 

fundamental and technical analyses, understand that the fundamental analysis 

includes both the internal and external business environments and the current 

and historical financial statements of the company.  Moreover, the customer 

account managers, who are fully aware of the concepts of both fundamental and 

technical analyses, understand that the technical analysis only involves 

predicting future price movements based on historical price trends. These 

results support the research findings of Essop (2006) and Kulkarni and Kulkarni 

(2013). 
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¶ There is significant relationship between the type of investment approach used 

and the phase of investment decision-making process (selection/trading) by the 

customer account managers in the Egyptian Stock Exchange.  In other words, 

the customer account managers use the fundamental analysis approach or 

technical analysis approach in the selection phase and the trading phase of 

equity securities. The minority of the customer account managers who use the 

fundamental analysis approach when selecting the stocks rely on technical 

analysis when making trading decisions. This result is expected because the 

Egyptian Stock Exchange has a specific nature, as not all the customer account 

managers have lots of experience. These research findings show support for the 

study of Nanabahau (2008), Waworuntu and Suryanto (2010), and Kulkarni and 

Kulkarni (2013). They contradict the findings of some previous authors such as 

Essop (2006), Cohen, et al. (2011), and Almujamed, et al. (2012). 

 

 

¶ There is no significant relationship between the educational level and the type 

of investment approach used in the selection phase and the trading phase by the 

customer account managers. On the other hand, there is a significant 

relationship between the years of experience and the type of investment used in 

the selection phase and the trading phase by the customer account managers. 

This means that the customer account managers who have less than 5 years of 

experience, they use the fundamental analysis approach in the selection phase of 

the equity securities. In addition, the customer account managers who have 

more than 15 years of experience, they use the technical analysis approach in 

the trading phase of the equity securities. These results support the study of 

Cohen, et al. (2011) and Kumar, et al. (2013). 
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¶ There is a significant relationship between the length of time period needed in 

forecasting and the use of fundamental analysis in the selection phase by the 

customer account managers. In other words, the customer account managers use 

the fundamental analysis as an investment approach in the selection phase to 

generate a very long term forecasts (more than 5 years).   Furthermore, there is 

a significant relationship between the length of time period needed in 

forecasting and the use of technical analysis in the trading phase by the 

customer account managers. This means that the customer account managers 

use the technical analysis as an investment approach in the trading phase to 

generate a very short term forecasts (maximum 6 months).This result is 

supported by Allen and Taylor (1990), Oberlechner (2001), Kumar, et al. 

(2013) and Kulkarni and Kulkarni (2013).  

 

 

¶ There is no significant relationship between the availability of insider 

information and the type of investment approach used in the selection phase by 

the customer account managers. On the other hand, there is a significant 

relationship between the availability of insider information and the type of 

investment approach used in the trading phase by the customer account 

managers. This means that the customer account managers who use the 

technical analysis in the trading phase consider that the insider information has 

an impact in both the selection phase and trading phase of equity securities. 

There is a vast literature available showing contradictory results about the 

importance of the availability of insider information as some studies suggest 

another source of information.  For instance, Maditinos, et al. (2006), Essop 

(2006) and Almujamed, et al. (2012). 
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Egyptian Stock Exchange is less efficient and incomplete and suffers from high 

level of information asymmetry. This environment of the market may cause securities 

investment decisions to be incomplete and subject to a considerable degree of irregularity. 

It is important, therefore, to explore the validity of various securities investment tools used 

by customer account managers under these unique economic settings. Therefore, the 

results show that the modified model is more suitable to be applied in the Egyptian Stock 

Exchange case. Consequently, these modifications assist in achieving the research 

objectives, including the increase of customer account managersô awareness and 

understanding about fundamental and technical analyses. 

 

 

 

5.3 Limitations of study  

 

The following limitations have been identified: 

 

 

¶ The research design limits the population under study to Cairo participants as the 

researcher is living in Cairo and cannot travel to Alexandria to distribute the 

questionnaires.  

 

¶ The Central Agency for Public Mobilization and Statistics has no information about 

the total number of the customer account managers in the securities brokerage 

firms. 

 

¶ The respondents will be trusted to answer the questionnaire either telephonically or 

via e-mail in the second distribution when measuring the reliability test. 

 

 

¶ This research is limited to concepts of fundamental and technical analyses, for 

instance, it ignored the risk analysis concept.   

 

¶ Some respondents were not welcoming to fill the questionnaire as they thought that 

the questions will disclose the organization policies. 
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5.4 Recommendations 

 

This study has some recommendations that can be summarized as follows:  

 

5.4.1 To Securities Brokerage firms and Customer Account Managers 

Increasing individualsô awareness of the usefulness of fundamental and technical 

analyses in the securities investment decision-making through seminars and programs can 

optimize their investment decisions.  

 

 

5.4.2 To Investors 

 

¶ Investors should make their securities investment decisions based on considerable 

analysis of the firmsô financial position throughout the different securities 

investment tools.  

 

¶ Investors should seek professional advice when making their securities investment 

decisions from the securities brokerage firms. 

 

5.4.3 To Central Agency for Public Mobilization and Statistics 

This study recommends Central Agency for Public Mobilization and Statistics to 

provide researchers with the suitable information as in order to obtain the exact total 

number of customer account managers represents an obstacle when conducting this 

research.   
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5.5  Scope of Future Research 

 

The results of this study suggest that various areas exist in which related research 

might be desirable. In particular, future work could usefully involve the behavioral finance 

approach as this paper has pointed out that the actual financial markets tend to deviate 

from the three basic assumptions underlying the traditional efficient market hypothesis. 

Over the past few years, behavioral finance researchers have scientifically shown that 

investors do not always act rationally or consider all of the available information in their 

decision-making process. They have behavioral biases that lead to systematic errors in the 

way they process information for an investment decision. These errors, because of their 

systematic character, are often predictable and avoidable. But they continue to occur 

frequently and are made by both novice and professional investors alike.  
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Appendices 

Appendix A ï Pilot Study  

Please review the questions below and select the most appropriate answer.  

 
1- I have a general understanding of the following concepts 

 

Fundamental Analysis  Ǐ 

Technical Analysis  Ǐ 

Both of them  Ǐ 

 

2- Fundamental Analysis includes the following areas of study 

 

The internal and external business environments                       Ǐ 

The current and historical financial statements of the company     Ǐ 

Both of them  Ǐ 

 

3- Technical Analysis involves predicting future price movements 

 

Based on historical price trends                       Ǐ 

Based on companies financial statements       Ǐ 

Both of them  Ǐ 

 

4- In making purchasing decisions for equity securities, I have made use of 

 

Fundamental Analysis  Ǐ 

Technical Analysis  Ǐ 

Both of them  Ǐ 

 

5- The organization that I work for encourages the use of both  

 

Fundamental Analysis  Ǐ 

Technical Analysis  Ǐ 

Both of them  Ǐ 

 

6- In making purchasing decisions for equity securities, I prefer 

 

I prefer Fundamental Analysis Ǐ 

I prefer Technical Analysis Ǐ 

I do not have a specific preference. Ǐ 
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7- When considering the period for which I intend holding equity securities, I 

prefer technical analysis for the following time periods. 

 

Very Short term (0 to 6 months, including day trading) Ǐ 

Short term (6 months to one year) Ǐ 

Medium term (1 to 3 years) Ǐ 

Long term (3 to 5 years) Ǐ 

Very Long term (5 years and more) Ǐ 

 

8- When considering the period for which I intend holding equity securities, I 

prefer fundamental analysis for the following time periods. 

 

Very Short term (0 to 6 months, including day trading) Ǐ 

Short term (6 months to one year) Ǐ 

Medium term (1 to 3 years) Ǐ 

Long term (3 to 5 years) Ǐ 

Very Long term (5 years and more) Ǐ 

 

9- Having insider information is more important than:  

Fundamental Analysis  Ǐ 

Technical Analysis  Ǐ 

Both of them  Ǐ 

 

10- Doing a proper Business Analysis is more important than: 

Technical Analysis yes no 
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Appendix B ï Questionnaire (English) 

 

Questionnaire on using the Fundamental and Technical analysis when 

making investment decisions in the Egyptian Stock Market  

 

Mr. /.................................................................................... 

 
This is Amany Mohamed Ahmed, a teaching assistant in the Arab Academy For 

Science, Technology and Maritime Transport (AASTMT) , and she is  currently 

preparing Master Thesis entitled ñThe Role of The Fundamental Analysis and 

Technical Analysis in Affecting the Investment Decision of The Individual Investors 

and The Institutional investors in The Egyptian Stock Market é An Empirical 

Studyò    

 

 

This investigation is a part of the requirements to obtain a degree of Masters in 

Finance. Your participation is anonymous and voluntary, and all your answers will 

be kept completely confidential. 

 

Thank you for your cooperation.   

                                                              Yours Sincerely,   

  

                                                                                            

                                                                       Researcher / 
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Part A      Please review the questions below and select the most appropriate answer.  

                          Please tick the correct answer. 

 
1- I have a general understanding of the following concepts 

Fundamental Analysis when making investment decisions Ǐ 

Technical Analysis when making investment decisions Ǐ 

Both of them  Ǐ 

 

2- Fundamental Analysis includes the following areas of study 

The internal and external business environments                       Ǐ 

The current and historical financial statements of the company     Ǐ 

Both of them  Ǐ 

 

3- Technical Analysis involves predicting future price movements 

Based on historical price trends                       Ǐ 

Based on companies financial statements       Ǐ 

Both of them  Ǐ 

 

4- In the selection phase of the equity securities ( before taking the decision of 

purchasing) , I have made use of 

Fundamental Analysis  Ǐ 

Technical Analysis  Ǐ 

Both of them  Ǐ 

 

5- In the trading phase of equity securities, I have made use of 

Fundamental Analysis  Ǐ 

Technical Analysis  Ǐ 

Both of them  Ǐ 

 

6- In the selection phase of the equity securities ( before taking the decision of 

purchasing), the organization that I work for recommends the use of both  

Fundamental Analysis  Ǐ 

Technical Analysis  Ǐ 

Both of them  Ǐ 

 

7- In the trading phase of  equity securities ,the organization that I work for 

recommends the use of both  

Fundamental Analysis  Ǐ 

Technical Analysis  Ǐ 

Both of them  Ǐ 

 

 

 

 

 



P a g e |  124 
© Amany Mohamed Ahmed Ibrahim Fouad (MBA Program; AAST, Cairo), 2014 

Part B   Please review the questions below and select the most appropriate answer.  

                      Please tick the correct answer. 

 

1- I prefer the following approach for the selection phase of the equity securities ( 

before taking the decision of purchasing) 
 

I prefer Fundamental Analysis Ǐ 

I prefer Technical Analysis Ǐ 

I do not have a specific preference. Ǐ 

 

2- I prefer the following approach for making purchasing or selling decisions of 

equity securities  

 

I prefer Fundamental Analysis Ǐ 

I prefer Technical Analysis Ǐ 

I do not have a specific preference. Ǐ 

 

 

3- Your use of Fundamental analysis covers a time period of  

 

Very Short term (0 to 6 months, including day trading) Ǐ 

Short term (6 months to one year) Ǐ 

Medium term (1 to 3 years) Ǐ 

Long term (3 to 5 years) Ǐ 

Very Long term (5 years and more) Ǐ 

 

 

4- Your use of Technical analysis covers a time period of  

 

Very Short term (0 to 6 months, including day trading) Ǐ 

Short term (6 months to one year) Ǐ 

Medium term (1 to 3 years) Ǐ 

Long term (3 to 5 years) Ǐ 

Very Long term (5 years and more) Ǐ 

 

 

5-  Insider information has an  important effect on: 

Selection phase of  equity securities  Ǐ 

Trading  phase of equity securities  Ǐ 

Both of them  Ǐ 

 

 

6- In the selection phase, doing a proper Business Analysis is more important 

than: 

Technical Analysis Agree  Disagree 
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Part C     When doing an analysis for making investment decision for publicly traded 

shares, how often you would use each of the models listed below?  You may choose only 

one ranking for each item. 

 

 
 

Ranking 

 

  

Fundamental Analysis 

Do 

not 

use 

Used 

a 

little  

Used a 

moderate 

amount 

Used 

a lot 

Used 

all 

the 

time 

Q1 Ratio Analysis *  1 2 3 4 5 

Q2 Required Rate of return (RRR) 1 2 3 4 5 

Q3 Dividend discounted model  1 2 3 4 5 

Q4 Capital Asset Pricing Model  (CAPM) 1 2 3 4 5 

Q5 Portfolio theory  1 2 3 4 5 

 

*  Liquidity Ratios, Asset Management Ratios, Debt Management Ratios, Profitability 

Ratios, and Market Value Ratios  

  

 

 

Ranking 

 

  

Technical Analysis 

Do 

not 

use 

Used 

a 

little  

Used a 

moderate 

amount 

Used 

a lot 

Used 

all 

the 

time 

Q1 Volume Tracking 1 2 3 4 5 

Q2 Charting (chart analysis) 1 2 3 4 5 

Q3 Trend lines 1 2 3 4 5 

Q4 Relative Strength Index (RSI) 1 2 3 4 5 

Q5 Moving Average Convergence 

Divergence (MACD)  

1 2 3 4 5 

Q6 Japanese Candlesticks 1 2 3 4 5 

Q7 Support and Resistance Levels 1 2 3 4 5 

Q8 Trading Ranges 1 2 3 4 5 

Q9 Stochastic Oscillator 1 2 3 4 5 
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Part D       When using Fundamental and Technical analyses, which time period each 

technique cover in order to make the investment decision making process? You may 

choose only one ranking for each item. 

  
 

Ranking 

 

  

Fundamental Analysis 

Very 

Short 

term  

Short 

term  

Medium 

term 

Long 

term  

Very 

Long 

term  

Q1 Ratio Analysis *  1 2 3 4 5 

Q2 Required Rate of return (RRR) 1 2 3 4 5 

Q3 Dividend discounted model  1 2 3 4 5 

Q4 Capital Asset Pricing Model  (CAPM) 1 2 3 4 5 

Q5 Portfolio theory  1 2 3 4 5 

 

* Liquidity Ratios, Asset Management Ratios, Debt Management Ratios, Profitability 

Ratios, and Market Value Ratios  

 

 

 

 

 

 

Ranking 

 

  

Technical Analysis 

Very 

Short 

term 

Short 

term 

Medium 

term 

Long 

term 

Very 

Long 

term 

Q1 Volume Tracking 1 2 3 4 5 

Q2 Charting (chart analysis) 1 2 3 4 5 

Q3 Trend lines 1 2 3 4 5 

Q4 Relative Strength Index (RSI) 1 2 3 4 5 

Q5 Moving Average Convergence 

Divergence MACD  

1 2 3 4 5 

Q6 Japanese Candlesticks 1 2 3 4 5 

Q7 Support and Resistance Levels 1 2 3 4 5 

Q8 Trading Ranges 1 2 3 4 5 

Q9 Stochastic Oscillator 1 2 3 4 5 
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Part E ï Personal Information  

 

1- The name of the organization that you work for:  ..................................................... 

 

2- My level of education is (please select one): 

Bachelor degree Ǐ 

Master degree Ǐ 

Doctorate degree Ǐ 

 

3- I have spent the following number of years in the securities industry (please select 

one) 

0 to 5 years Ǐ 

5 to 10 years Ǐ 

10 to 15 years Ǐ 

15 years plus Ǐ 
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Appendix C ï Questionnaire (Arabic) 

 

 
 

дϝуϡϧЂϜ  ϺϝϷϦϜ ϹзК сзУЮϜ ЭуЯϳϧЮϜм сЂϝЂъϜ ЭуЯϳϧЮϜ аϜϹϷϧЂϝϠ Јϝ϶ 

ϣтϽЋгЮϜ ϣЊϼнϡЮϜ пТ ϣтϼϝгϫϧЂъϜ ϤϜϼϜϽЧЮϜ 
 

буϲϽЮϜ егϲϽЮϜ  бЃϠ 

 

 /ϺϝϧЂцϜ ϹуЃЮϜ éééééééééééééé 

 

            ̪̪̪ϹЛϠм ϣϡуА ϣуϳϦ 

 

 ϝуϮнЮнзЫϧЮϜм анЯЛЯЮ ϣуϠϽЛЮϜ ϣугтϸϝЪцϝϠ ЬϝгКцϜ ϢϼϜϸϖ ϣуЯЫϠ ϢϹуЛгЮϜ ̪Ϲгϲϒ Ϲгϳв сжϝвϒ /ϣϫϲϝϡЮϜ дϓϠ ϢϸϝТшϝϠ РϽЇϦϒ

 ̪рϽϳϡЮϜ ЭЧзЮϜм пЯК ϽуϪϓϧЮϜ сТ сзУЮϜ ЭуЯϳϧЮϜм сЂϝЂцϜ ЭуЯϳϧЮϜ ϼмϸ" дϜнзЛϠ ϽуϧЃϮϝв ϣЮϝЂϼ ϸϜϹКϗϠ ϝуЮϝϲ анЧϦ

"ϣуЧуϡГϦ ϣЂϜϼϸ ..ϣтϼϝгϫϧЂъϜ ЕТϝϳгЮϜ рϽтϹгϠ ϣЊϝϷЮϜ ϣтϽЋгЮϜ ϣЊϼнϡЮϜ сТ ϼϝгϫϧЂъϜ ϤϜϼϜϽЦ 

 

 

 ЩЯϧЮ ϣУЯϧϷгЮϜ ϸϝЛϠцϜ ЬмϝзϧϦ сϧЮϜ ϣЯϛЂцϜ иϻк ϣОϝуЊ ϥгϦ ̪ϣЂϜϼϹЮϜ аϝгϦϖ ЌϽПЮмϤϜϼϜϽЧЮϜ.  чв аϽЫϧЮϜ пϮϽт

 пЯК ϝлвϜϹϷϧЂϜ ϽЋϧЧт РнЂ ϝлуЯК ЬнЋϳЮϜ бϧуЂ сϧЮϜ ϤϝжϝуϡЮϜ дϜ пЯК ϹуЪϓϧЮϜ Йв ̪ϣЧТϽгЮϜ дϝуϡϧЂъϜ ϤϜϼϝгϧЂϜ

.БЧТ сгЯЛЮϜ ϩϳϡЮϜ ЌϜϽОϒ 

 

  

.дϓЇЮϜ Ϝϻк сТ Ϣ̭ϝ̵зϡЮϜ бЫϧЪϼϝЇв пЯК рϽЫІ ЉЮϝ϶ Йв 

 

̪̪̪аϜϽϧϲъϜ ϽТϜм ЬнϡЧϠ ϜнЯЏУϦм 

  

       /ϩϲϝϡЮϜ                               
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ЬмцϜ ̭ϿϯЮϜ 

 

ϱуϳЋЮϜ ϞϜнϯЮϜ пЯК ϣвыК ЙЎм м  ШϽЗж ϣлϮм ев ϣϡЂϝзгЮϜ ϣϠϝϮшϜ ϼϝуϧ϶Ϝ пϮϽт 

-̸ ϣуЮϝϧЮϜ букϝУгЮϝϠ ЭвϝЫЮϜ аϝгЮшϜ ЩтϹЮ ϽТϜнϧт 

Ǐ  сЂϝЂцϜ ЭуЯϳϧЮϜϣтϼϝгϫϧЂцϜ ϤϜϼϜϽЧЮϜ ϺϝϷϦϜ ϹзК 

Ǐ  сзУЮϜ ЭуЯϳϧЮϜ ϤϜϼϜϽЧЮϜ ϺϝϷϦϜ ϹзКϣтϼϝгϫϧЂцϜ  

Ǐ  ϝгкыЪ 

 

 

-̹ ϣуЮϝϧЮϜ ϤъϝϯгЮϜ ϣЂϜϼϸ сЂϝЂцϜ ЭуЯϳϧЮϜ ЭгЇт 

Ǐ ϣуϮϼϝϷЮϜ м ϣуЯ϶ϜϹЮϜ ЭгЛЮϜ ϣϛуϠ 

Ǐ ϣЪϽЇЮϝϠ ϣЧϠϝЃЮϜм ϣуЮϝϳЮϜ ϣуЮϝгЮϜ бϚϜнЧЮϜ 

Ǐ  ϝгкыЪ 

 

-̺ ЭϡЧϧЃгЮϜ сТ ϼϝЛЂцϜ ϤϝЪϽϳϦ ЙЦнϦ сзУЮϜ ЭуЯϳϧЮϜ ЭгЇт 

Ǐ ϣЧϠϝЃЮϜ ϼϝЛЂъϜ иϝϯϦϜ пЮϖ ϜϸϝзϧЂϜ 

Ǐ ϤϝЪϽЇЮϝϠ ϣЊϝϷЮϜ ϣуЮϝгЮϜ бϚϜнЧЮϜ  пЮϖ ϜϸϝзϧЂϜ 

Ǐ  ϝгкыЪ 

  

-̻ ϹзК  блЂъϜϼϝуϧ϶ϝϠ аϝуЧЮϜ ϜϽЇϠ ϼϜϽЧЮϜ ϺϝϷϦϜ ЭϡЦ ) аϜϹϷϧЂϝϠ анЦϒ ̪ ( блϚ 

Ǐ сЂϝЂцϜ ЭуЯϳϧЮϜ 

Ǐ сзУЮϜ ЭуЯϳϧЮϜ 

Ǐ  ϝгкыЪ 

 

-̼  аϜϹϷϧЂϝϠ анЦϒ ̪блЂцϜ ЙуϡϠ мϜ   блЂцϜ ̭ϜϽЇϠ ϼϜϽЧЮϜ ϺϝϷϦϜ ϹзК 

Ǐ  ЭуЯϳϧЮϜсЂϝЂцϜ 

Ǐ сзУЮϜ ЭуЯϳϧЮϜ 

Ǐ  ϝгкыЪ 

 

-̽  ϹзК  блЂъϜϼϝуϧ϶ϝϠ аϝуЧЮϜ ϜϽЇϠ ϼϜϽЧЮϜ ϺϝϷϦϜ ЭϡЦ )  ЭЪ аϜϹϷϧЂϜ ЙϯЇϦ ϝлϠ ЭгКϒ сϧЮϜ ϣгЗзгЮϜ ̪ ( блϚ

ев 

Ǐ сЂϝЂцϜ ЭуЯϳϧЮϜ 

Ǐ сзУЮϜ ЭуЯϳϧЮϜ 

Ǐ  ϝгкыЪ 

 

-̾ ̪блЂцϜ ЙуϡϠ мϜ   блЂцϜ ̭ϜϽЇϠ ϼϜϽЧЮϜ ϺϝϷϦϜ ϹзК  ϝлϠ ЭгКϒ сϧЮϜ ϣгЗзгЮϜев ЭЪ аϜϹϷϧЂϜ ЙϯЇϦ 

Ǐ сЂϝЂцϜ ЭуЯϳϧЮϜ 

Ǐ сзУЮϜ ЭуЯϳϧЮϜ 

Ǐ  ϝгкыЪ 
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сжϝϫЮϜ ̭ϿϯЮϜ 

ϱуϳЋЮϜ ϞϜнϯЮϜ пЯК ϣвыК ЙЎм м  ШϽЗж ϣлϮм ев ϣϡЂϝзгЮϜ ϣϠϝϮшϜ ϼϝуϧ϶Ϝ пϮϽт 

. 

-̸ блЂъϜ ϼϝуϧ϶ъ сЮϝϧЮϜ ϭлзЮϜ ЭЏТϒ ϜϽЇϠ ϼϜϽЧЮϜ ϺϝϷϦϜ ЭϡЦ ) (блϚ 

Ǐ сЂϝЂцϜ ЭуЯϳϧЮϜ 

Ǐ сзУЮϜ ЭуЯϳϧЮϜ 

Ǐ рϹЮ ЁуЮ ЭуЏУϦ ϸϹϳв  

 

 

-̹                                                                   блЂцϜ ЙуϡϠ мϜ ̭ϜϽІ ϤϜϼϜϽЦ ϺϝϷϦъ сЮϝϧЮϜ ϭлзЮϜ ЭЏТϒ 

Ǐ сЂϝЂцϜ ЭуЯϳϧЮϜ 

Ǐ сзУЮϜ ЭуЯϳϧЮϜ 

Ǐ рϹЮ ЁуЮ ЭуЏУϦ ϸϹϳв  

 

 

-̺ аϜϹϷϧЂϜ сЂϝЂцϜ ЭуЯϳϧЮϜ ϣуГПϧϠ анЧт ЮϜ ϣузвϿЮϜ ϤϜϽϧУуЮϝϧЮϜϣ 

Ǐ ϜϹϮ ϽуЋЦ ЭϮϒ  ев ЭЦϜ) ̽ ϽлІϜ ̪ЩЮϺ сТ ϝгϠ ( ануЮϜ  ЬмϜϹϦ 

Ǐ      ЭϮϒ ев) ϽуЋЦ ̽ пЮϜ ϽлІϜ ̸(ϣзЂ 

Ǐ  ев) ̸ пЮϜ ϣзЂ ̺ (ϤϜнзЂ     ЭϮϒБЂнϧв   

Ǐ  ев) ̺ пЮϜ ϣзЂ ̼ (ϤϜнзЂ     ЭϮϒЭтнА   

Ǐ  ев ϽϫЪϜ ̼(ϤϜнзЂ)   ЭϮϒЭтнА ϜϹϮ    

 

-̻ аϜϹϷϧЂϜ  ЭуЯϳϧЮϜ анЧт сзУЮϜϣуГПϧϠ ЮϜуЮϝϧЮϜ ϣузвϿЮϜ ϤϜϽϧУϣ 

Ǐ ϜϹϮ ϽуЋЦ ЭϮϒ  ев ЭЦϜ) ̽ ϽлІϜ ̪ЩЮϺ сТ ϝгϠ ( ануЮϜ  ЬмϜϹϦ 

Ǐ      ЭϮϒ ев) ϽуЋЦ ̽ пЮϜ ϽлІϜ ̸(ϣзЂ 

Ǐ  ев) ̸ пЮϜ ϣзЂ ̺ (ϤϜнзЂ     ЭϮϒБЂнϧв   

Ǐ  ев) ̺ пЮϜ ϣзЂ ̼ (ϤϜнзЂ     ЭϮϒЭтнА   

Ǐ  ев ϽϫЪϜ ̼(ϤϜнзЂ)   ЭϮϒЭтнА ϜϹϮ    

 

 

-̼ ЮϜ ϤϝвнЯЛгЮϜ блЂчЮ ϢϼϹЋгЮϜ ϣЪϽЇЮϜ еК ϣуЯ϶ϜϹ пЯК аϝк ϽуϪϓϦ ϝлЮ днЫт 

Ǐ  ( блϚϜϽЇϠ ϼϜϽЧЮϜ ϺϝϷϦϜ ЭϡЦ ) блЂъϜ ϼϝуϧ϶Ϝ ϣЯϲϽв 

Ǐ   блЂъϜ ЙуϡϠ мϒ ̭ϜϽЇϠ ϼϜϽЧЮϜ ϺϝϷϦϜ ϣЯϲϽв 

Ǐ  ϝгкыЪ 

 

-̽ ев ϣугкϒ ϽϫЪϒ ϹЛт ϣЪϽЇЯЮ ϣтϼϝϯϧЮϜ ЬϝгКцϜ ЭуЯϳϧϠ аϝуЧЮϜ 

ХТϜнв ϽуО   ХТϜнв   сзУЮϜ ЭуЯϳϧЮϜ 
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 ̭ϿϯЮϜ ϩЮϝϫЮϜ 

 аϜϹϷϧЂϜ ϣϮϼϸ ск ϝв ̪ϣЊϼнϡЮϝϠ ϣЯϯЃгЮϜ блЂцϜ ̭ϜϽІ ϤϜϼϜϽЦ ϺϝϷϦϜ ЌϽПЮ ЭуЯϳϧЮϝϠ аϝуЧЮϜ ϹзК

 ϬϺϝгзЮϜ 

̬ϣуЮϝϧЮϜ ϽЋзК ЭЫЮ БЧТ ϢϹϲϜм ϣϠϝϮϜ ϼϝуϧ϶ϝϠ  бЦ ЩЯЏТ ев  

 

 

ϟуϦϽϦ 
 

 аϹϷϧЃϦ

 сТ ϝгϚϜϸ

 ЭЪ

ЬϜнϲцϜ 

  аϹϷϧЃϦ

ϜϽуϫЪ 
 аϹϷϧЃϦ

 Ϲϲ пЮϖ

ϝв 

 аϹϷϧЃϦ

ыуЯЦ 
 ъ

аϹϷϧЃϦ 
 

сЂϝЂцϜ ЭуЯϳϧЮϜ 

 

 

 ̼  ̻  ̺  ̹  ̸   * ϣуЮϝгЮϜ ϟЃзЮϜ ЭуЯϳϦ Ѐ ̸ 

 ̼  ̻  ̺  ̹  ̸    (RRR) ϞнЯГгЮϜ  ϹϚϝЛЮϜ Ь̵ϹЛв Ѐ ̹ 

 ̼  ̻  ̺  ̹  ̸ ϤϝЛтϾнϧЮϜ бЋ϶ ϬϺнгж  Ѐ3 

 ̼  ̻  ̺  ̹  ̸ (CAPM) ϣуЮϝгЂϒϽЮϜ ЬнЊцϜ ϽуЛЃϦ ϬϺнгж  Ѐ4 

 ̼  ̻  ̺  ̹  ̸ ϣтϼϝгϫϧЂъϜ ϣЗУϳгЮϜ ϣтϽЗж  Ѐ5 

 

 ϣуЦнЃЮϜ ϣгуЧЮϜ ϟЃж м ̪ ϣуϳϠϽЮϜ ϟЃж  ̪ ϣужнтϹгЮϜ ϢϼϜϸϖ ϟЃж ̪ ЬнЊцϜ ϢϼϜϸϖ ϟЃж ̪ ϣЮнуЃЮϜ ϟЃж * 

 

 

 

 

ϟуϦϽϦ 
 

 аϹϷϧЃϦ

 сТ ϝгϚϜϸ

 ЭЪ

ЬϜнϲцϜ 

  аϹϷϧЃϦ

ϜϽуϫЪ 
 аϹϷϧЃϦ

 Ϲϲ пЮϖ

ϝв 

 аϹϷϧЃϦ

ыуЯЦ 
 ъ

аϹϷϧЃϦ 
 

сзУЮϜ ЭуЯϳϧЮϜ  

 

 ̼  ̻  ̺  ̹  ̸ ЬмϜϹϧЮϜ бϯϲ  Ѐ̸  

 ̼  ̻  ̺  ̹  ̸ ϣузУЮϜ БϚϜϽϷЮϜ   Ѐ̹  

 ̼  ̻  ̺  ̹  ̸ ϽЛЃЮϜ иϝϯϦϜ   Ѐ̺  

 ̼  ̻  ̺  ̹  ̸ (RSI) ϣуϡЃзЮϜ инЧЮϜ ϽІϕв  Ѐ̻  

 ̼  ̻  ̺  ̹  ̸ (MACD) ϣЪϽϳϧгЮϜ ϤϝГЂнϧгЮϜ ϬϜϽУжϜ м пЦыϦ  Ѐ̼  

 ̼  ̻  ̺  ̹  ̸  ϣужϝϠϝуЮϜ ИнгЇЮϜ  Ѐ̽  

 ̼  ̻  ̺  ̹  ̸ ϣвмϝЧгЮϜм бКϹЮϜ ϤϝтнϧЃв  Ѐ̾  

 ̼  ̻  ̺  ̹  ̸ ЬмϜϹϧЮϜ  ФϝГж   Ѐ̿  

 ̼  ̻  ̺  ̹  ̸ сϚϜнЇЛЮϜ ϞϻϠϻгЮϜ   Ѐ̀  
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 ̭ϿϯЮϜ ЙϠϜϽЮϜ 

 

аϝуЧЮϜ ϹзК  ̪ пзУЮϜ м пЂϝЂъϜ ЭуЯϳϧЮϜ аϜϹϷϧЂϝϠск ϝв ϣузвϿЮϜ ϢϽϧУЮϜ  ев ЭЪ сГПϦ пϧЮϜϬϺϝгзЮϜ 

̬ϣуЮϝϧЮϜ ϽЋзК ЭЫЮ БЧТ ϢϹϲϜм ϣϠϝϮϜ ϼϝуϧ϶ϝϠ  бЦ ЩЯЏТ ев 
 

 

 

ϟуϦϽϦ 
 

  ЭϮϒ

ЭтнА  

ϜϹϮ  

  ЭϮϒ

ЭтнА    
 ЭϮϒ

БЂнϧв   
 ЭϮϒ

 ϽуЋЦ 
ЭϮϒ 

 ϽуЋЦ

ϜϹϮ 

 

сЂϝЂцϜ ЭуЯϳϧЮϜ 

 

 ̼  ̻  ̺  ̹  ̸  * ϣуЮϝгЮϜ ϟЃзЮϜ ЭуЯϳϦ Ѐ ̸  

 ̼  ̻  ̺  ̹  ̸    (RRR) ϞнЯГгЮϜ  ϹϚϝЛЮϜ Ь̵ϹЛв Ѐ ̹ 

 ̼  ̻  ̺  ̹  ̸ ϤϝЛтϾнϧЮϜ бЋ϶ ϬϺнгж  Ѐ3 

 ̼  ̻  ̺  ̹  ̸ (CAPM) ϣуЮϝгЂϒϽЮϜ ЬнЊцϜ ϽуЛЃϦ ϬϺнгж  Ѐ4 

 ̼  ̻  ̺  ̹  ̸ ϣтϼϝгϫϧЂъϜ ϣЗУϳгЮϜ ϣтϽЗж  Ѐ5 

 

 

  ϣуЦнЃЮϜ ϣгуЧЮϜ ϟЃж м ̪ ϣуϳϠϽЮϜ ϟЃж  ̪ ϣужнтϹгЮϜ ϢϼϜϸϖ ϟЃж ̪ ЬнЊцϜ ϢϼϜϸϖ ϟЃж ̪ ϣЮнуЃЮϜ ϟЃж * 

 

 

 

 

ϟуϦϽϦ 
 

  ЭϮϒ

ЭтнА 

ϜϹϮ 

  ЭϮϒ

ЭтнА 
 ЭϮϒ

БЂнϧв 
 ЭϮϒ

ϽуЋЦ 
 ЭϮϒ

 ϽуЋЦ

ϜϹϮ 

 

сзУЮϜ ЭуЯϳϧЮϜ  

 

 ̼  ̻  ̺  ̹  ̸ ЬмϜϹϧЮϜ бϯϲ  Ѐ̸  

 ̼  ̻  ̺  ̹  ̸ ϣузУЮϜ БϚϜϽϷЮϜ   Ѐ̹  

 ̼  ̻  ̺  ̹  ̸ ϽЛЃЮϜ иϝϯϦϜ   Ѐ̺  

 ̼  ̻  ̺  ̹  ̸ (RSI) ϣуϡЃзЮϜ инЧЮϜ ϽІϕв  Ѐ̻  

 ̼  ̻  ̺  ̹  ̸ (MACD) ϣЪϽϳϧгЮϜ ϤϝГЂнϧгЮϜ ϬϜϽУжϜ м пЦыϦ  Ѐ̼  

 ̼  ̻  ̺  ̹  ̸  ϣужϝϠϝуЮϜ ИнгЇЮϜ  Ѐ̽  

 ̼  ̻  ̺  ̹  ̸ ϣвмϝЧгЮϜм бКϹЮϜ ϤϝтнϧЃв  Ѐ̾  

 ̼  ̻  ̺  ̹  ̸ ЬмϜϹϧЮϜ  ФϝГж   Ѐ̿  

 ̼  ̻  ̺  ̹  ̸ сϚϜнЇЛЮϜ ϞϻϠϻгЮϜ   Ѐ̀  
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 ЁвϝϷЮϜ ̭ϿϯЮϜ- ϤϝвнЯЛв  ϣуЋϷІ 

 

-̸  : ϝлϠ ЭгЛϦ сϧЮϜ ϣЪϽЇЮϜ бЂϒ

.............................................................................................. 

 

-̹ :(ϢϹϲϜм ϣϠϝϮϜ ϼϝуϧ϶Ϝ пϮϽт) ск ϝлуЯК ϥЯЋϲ ϣугЯК ϣϮϼϸ пЯКϒ  

Ǐ ЀнтϼнЮϝЫϠ  

Ǐ ϽуϧЃϮϝв 

Ǐ иϜϼнϧЪϸ 

 

 

-̺  ϸϹК(ϢϹϲϜм ϣϠϝϮϜ ϼϝуϧ϶Ϝ пϮϽт) ϣуЮϝгЮϜ ФϜнЂцϜ сТ ϝлϧуЏЦ сϧЮϜ ϤϜнзЃЮϜ 

 

Ǐ   ϤϜнзЂ  ̼ев  ЭЦϒ 

Ǐ ϣзЂ  ̸  ̷ï  ̼

Ǐ   ϣзЂ ̸  ̼-̸  ̷

Ǐ  ев ϽϫЪϒ̸̼ ϣзЂ   
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Appendix Dï Reliability and Validity tables 

Table 4.1: Reliability test tables  

Questions - Part A 
% of 

agreement 

1 
I have a general understanding of the following concepts 

 
98% 

2 
Fundamental Analysis includes the following areas of study 

 
82% 

3 
Technical Analysis involves predicting future price movements 

 
82% 

4 
In the selection phase of the equity securities (before taking the decision of 

purchasing) , I have made use of 
90% 

5 
In the trading phase of equity securities, I have made use of 

 
90% 

6 
In the selection phase of the equity securities ( before taking the decision of 

purchasing), the organization that I work for encourages the use of both 
80% 

7 
In the trading phase of equity securities ,the organization that I work for 

recommends the use of both  
80% 

 

Questions - Part B 
% of 

agreement 

1 
I prefer the following approach for the selection phase of the equity 

securities ( before taking the decision of purchasing) 
85% 

2 
I prefer the following approach for making purchasing or selling decisions 

of equity securities  
82% 

3 
Your use of Fundamental analysis covers a time period of  

 
88% 

4 
Your use of Technical analysis covers a time period of 

 
90% 

5 
Insider information has an  important effect on 

 
82% 

6 
Doing a proper Business Analysis is more important than 

 
98% 
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Table 4.1: Continued  

Questions - Part C 
% of                     

agreement 

When doing an analysis for making investment decision for publicly traded shares, how often you 

would use each of the models listed below?  You may choose only one ranking for each item. 

Fundamental Analysis 

 

1 

 

Ratio Analysis 

 
95% 

2 

 

Required Rate of return (RRR) 

 
96% 

3 

 

Dividend discounted model 

 
88% 

4 

 

Capital Asset Pricing Model  (CAPM) 

 
88% 

5 

 

Portfolio theory 

 
85% 

Technical Analysis 

 

1 

 

Volume Tracking 

 
98% 

2 

 

Charting (chart analysis) 

 
96% 

3 

 

Trend lines 

 
95% 

4 

 

Relative Strength Index (RSI) 

 
80% 

5 Moving Average Convergence Divergence MACD 

 
85% 

 ̽

 

Japanese Candlesticks 

 
83% 

 ̾ Support and Resistance Levels 

 
99% 

 ̿

 

Trading Ranges 

 
90% 

 ̀

 

Stochastic Oscillator 

 
83% 
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Table 4.1: Continued  

Questions - Part D 
% of                     

agreement 

When using Fundamental and Technical analyses, which time period each technique cover in order to 

make the investment decision making process? You may choose only one ranking for each item. 

Fundamental Analysis 

 

1 

 

Ratio Analysis 

 
98% 

2 

 

Required Rate of return (RRR) 

 
97% 

3 

 

Dividend discounted model 

 
90% 

4 

 

Capital Asset Pricing Model  (CAPM) 

 
90% 

5 

 

Portfolio theory 

 
88% 

Technical Analysis 

 

1 

 

Volume Tracking 

 
97% 

2 

 

Charting (chart analysis) 

 
95% 

3 

 

Trend lines 

 
90% 

4 

 

Relative Strength Index (RSI) 

 
93% 

5 Moving Average Convergence Divergence MACD 

 
90% 

 ̽

 

Japanese Candlesticks 

 
85% 

 ̾ Support and Resistance Levels 

 
99% 

 ̿

 

Trading Ranges 

 
85% 

 ̀

 

Stochastic Oscillator 

 
88% 
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Table 4.2: Validity test tables 

Questions - Part A 
% of experts 

agreement 

1 
I have a general understanding of the following concepts 

 
100% 

2 
Fundamental Analysis includes the following areas of study 

 
90% 

3 
Technical Analysis involves predicting future price movements 

 
90% 

4 
In the selection phase of the equity securities (before taking the decision of 

purchasing) , I have made use of 
100% 

5 
In the trading phase of equity securities, I have made use of 

 
100% 

6 
In the selection phase of the equity securities ( before taking the decision of 

purchasing), the organization that I work for encourages the use of both 
80% 

7 
In the trading phase of equity securities ,the organization that I work for 

recommends the use of both  
80% 

 

Questions - Part B 
% of experts 

agreement 

1 
I prefer the following approach for the selection phase of the equity 

securities ( before taking the decision of purchasing) 
80% 

2 
I prefer the following approach for making purchasing or selling decisions 

of equity securities  
80% 

3 
Your use of Fundamental analysis covers a time period of  

 
90% 

4 
Your use of Technical analysis covers a time period of 

 
90% 

5 
Insider information has an  important effect on 

 
90% 

6 
Doing a proper Business Analysis is more important than 

 
80% 
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Table 4.2: Continued  

Questions - Part C 
% of experts                     

agreement 

When doing an analysis for making investment decision for publicly traded shares, how often you 

would use each of the models listed below?  You may choose only one ranking for each item. 

Fundamental Analysis 

 

1 

 

Ratio Analysis 

 
100% 

2 

 

Required Rate of return (RRR) 

 
90% 

3 

 

Dividend discounted model 

 
100% 

4 

 

Capital Asset Pricing Model  (CAPM) 

 
80% 

5 

 

Portfolio theory 

 
80% 

Technical Analysis 

 

1 

 

Volume Tracking 

 
100% 

2 

 

Charting (chart analysis) 

 
100% 

3 

 

Trend lines 

 
100% 

4 

 

Relative Strength Index (RSI) 

 
80% 

5 Moving Average Convergence Divergence MACD 

 
90% 

6 

 

Japanese Candlesticks 

 
80% 

7 Support and Resistance Levels 

 
100% 

8 

 

Trading Ranges 

 
100% 

9 

 

Stochastic Oscillator 

 
90% 
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Table 4.2: Continued  

Questions - Part D 
% of experts                    

agreement 

When using Fundamental and Technical analyses, which time period each technique cover in order to 

make the investment decision making process? You may choose only one ranking for each item. 

Fundamental Analysis 

 

1 

 

Ratio Analysis 

 
100% 

2 

 

Required Rate of return (RRR) 

 
90% 

3 

 

Dividend discounted model 

 
100% 

4 

 

Capital Asset Pricing Model  (CAPM) 

 
80% 

5 

 

Portfolio theory 

 
90% 

Technical Analysis 

 

1 

 

Volume Tracking 

 
100% 

2 

 

Charting (chart analysis) 

 
90% 

3 

 

Trend lines 

 
100% 

4 

 

Relative Strength Index (RSI) 

 
80% 

5 Moving Average Convergence Divergence MACD 

 
80% 

6 

 

Japanese Candlesticks 

 
90% 

7 Support and Resistance Levels 

 
100% 

8 

 

Trading Ranges 

 
100% 

9 

 

Stochastic Oscillator 

 
90% 
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Appendix E ï Descriptive Analysis  

Frequency Tables  

Table 4.6: I have a general understanding of the following concepts 

 Frequency Percent 

Valid Fundamental Analysis when making investment decisions 52 19.3 

Technical Analysis when making investment decisions 38 14.1 

Both of them 180 66.7 

Total 270 100.0 

 

Table 4.7: Fundamental Analysis includes the following areas of study 

 Frequency Percent 

Valid The internal and external business environments 26 9.6 

The current and historical financial statements of the 

company 
102 37.8 

Both of them 142 52.6 

Total 270 100.0 

 

 

Table 4.8: Technical Analysis involves predicting future price movements 

 Frequency Percent 

Valid Based on historical price trends 209 77.4 

Based on companies financial statements 25 9.3 

Both of them 36 13.3 

Total 270 100.0 
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Table 4.9: In the selection phase of the equity securities (before taking the decision of 

purchasing), I have made use of 

 Frequency Percent 

Valid Fundamental Analysis 149 55.2 

Technical Analysis 37 13.7 

Both of them 84 31.1 

Total 270 100.0 

 

Table 4.10: In making purchasing or selling decisions for equity securities, I have 

made use of 

 Frequency Percent 

Valid Fundamental Analysis 35 13.0 

Technical Analysis 152 56.3 

Both of them 83 30.7 

Total 270 100.0 

 

 

Table 4.11: In the selection phase of the equity securities (before taking the decision 

of purchasing), the organization that I work for encourages the use of both 

 Frequency Percent 

Valid Fundamental Analysis 144 53.3 

Technical Analysis 37 13.7 

Both of them 89 33.0 

Total 270 100.0 
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Table 4.12: In making purchasing or selling decisions for equity securities, the 

organization that I work for encourages the use of both 

 Frequency Percent 

Valid Fundamental Analysis 31 11.5 

Technical Analysis 150 55.6 

Both of them 89 33.0 

Total 270 100.0 

 

Table 4.13: I prefer the following approach for the selection phase of the equity 

securities (before taking the decision of purchasing) 

 Frequency Percent 

Valid I prefer Fundamental Analysis 165 61.1 

I prefer Technical Analysis 22 8.1 

I do not have a specific preference 83 30.7 

Total 270 100.0 

 

Table 4.14: I prefer the following approach for making purchasing or selling 

decisions of equity securities 

 Frequency Percent 

Valid I prefer Fundamental Analysis 60 22.2 

I prefer Technical Analysis 118 43.7 

I do not have a specific preference. 92 34.1 

Total 270 100.0 
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Table 4.15: Your use of Fundamental analysis covers a time period of 

 Frequency Percent 

Valid Very Short term (0 to 6 months, including day trading) 14 5.2 

Short term (6 months to one year) 34 12.6 

Medium term (1 to 3 years) 75 27.8 

Long term (3 to 5 years) 59 21.9 

Very Long term (5 years and more) 88 32.6 

Total 270 100.0 

 

Table 4.16: Your use of Technical analysis covers a time period of 

 Frequency Percent 

Valid Very Short term (0 to 6 months, including day trading) 146 54.1 

Short term (6 months to one year) 84 31.1 

Medium term (1 to 3 years) 26 9.6 

Long term (3 to 5 years) 9 3.3 

Very Long term (5 years and more) 5 1.9 

Total 270 100.0 

 

Table 4.17: Insider information has an important effect on 

 Frequency Percent 

Valid Selection phase of  equity securities 59 21.9 

Trading phase of equity securities 88 32.6 

Both of them 123 45.6 

Total 270 100.0 
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Table 4.18: Doing a proper Business Analysis is more important than Technical 

Analysis 

 Frequency Percent 

Valid Agree 176 65.2 

Disagree 94 34.8 

Total 270 100.0 

 

Table 4.19: Ratio Analysis  

 Frequency Percent 

Valid Do not use 15 5.6 

Used a little 24 8.9 

Used a moderate amount 53 19.6 

Used a lot 86 31.9 

Used all the time 92 34.1 

Total 270 100.0 

 

Table 4.20: Required Rate of return (RRR) 

 Frequency Percent 

Valid Do not use 18 6.7 

Used a little 23 8.5 

Used a moderate amount 33 12.2 

Used a lot 66 24.4 

Used all the time 130 48.1 

Total 270 100.0 
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Table 4.21: Dividend discounted model 

 Frequency Percent 

Valid Do not use 17 6.3 

Used a little 19 7.0 

Used a moderate amount 87 32.2 

Used a lot 87 32.2 

Used all the time 60 22.2 

Total 270 100.0 

 

Table 4.22: Capital Asset Pricing Model (CAPM) 

 Frequency Percent 

Valid Do not use 33 12.2 

Used a little 54 20.0 

Used a moderate amount 68 25.2 

Used a lot 61 22.6 

Used all the time 54 20.0 

Total 270 100.0 

 

Table 4.23: Portfolio theory  

 Frequency Percent 

Valid Do not use 20 7.4 

Used a little 41 15.2 

Used a moderate amount 81 30.0 

Used a lot 75 27.8 

Used all the time 53 19.6 

Total 270 100.0 
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Table 4.24: Volume Tracking 

 Frequency Percent 

Valid Do not use 3 1.1 

Used a little 11 4.1 

Used a moderate amount 7 2.6 

Used a lot 81 30.0 

Used all the time 168 62.2 

Total 270 100.0 

 

Table 4.25: Chart analysis 

 Frequency Percent 

Valid Do not use 5 1.9 

Used a little 28 10.4 

Used a moderate amount 13 4.8 

Used a lot 128 47.4 

Used all the time 96 35.6 

Total 270 100.0 

 

Table 4.26: Trend lines 

 Frequency Percent 

Valid Do not use 3 1.1 

Used a little 12 4.4 

Used a moderate amount 6 2.2 

Used a lot 87 32.2 

Used all the time 162 60.0 

Total 270 100.0 
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Table 4.27: Relative Strength Index (RSI) 

 Frequency Percent 

Valid Do not use 8 3.0 

Used a little 19 7.0 

Used a moderate amount 42 15.6 

Used a lot 145 53.7 

Used all the time 56 20.7 

Total 270 100.0 

 

Table 4.28: Moving Average Convergence Divergence (MACD) 

 Frequency Percent 

Valid Do not use 33 12.2 

Used a little 40 14.8 

Used a moderate amount 93 34.4 

Used a lot 82 30.4 

Used all the time 22 8.1 

Total 270 100.0 

 

Table 4.29: Japanese Candlesticks 

 Frequency Percent 

Valid Do not use 47 17.4 

Used a little 7 2.6 

Used a moderate amount 121 44.8 

Used a lot 41 15.2 

Used all the time 54 20.0 

Total 270 100.0 
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Table 4.30: Support and Resistance Levels 

 Frequency Percent 

Valid Do not use 8 3.0 

Used a little 13 4.8 

Used a moderate amount 13 4.8 

Used a lot 47 17.4 

Used all the time 189 70.0 

Total 270 100.0 

 

Table 4.31: Trading Ranges 

 Frequency Percent 

Valid Do not use 25 9.3 

Used a little 27 10.0 

Used a moderate amount 62 23.0 

Used a lot 102 37.8 

Used all the time 54 20.0 

Total 270 100.0 

 

Table 4.32: Stochastic Oscillator 

 Frequency Percent 

Valid Do not use 46 17.0 

Used a little 75 27.8 

Used a moderate amount 68 25.2 

Used a lot 61 22.6 

Used all the time 20 7.4 

Total 270 100.0 
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Table 4.33: Ratio analysis 

 Frequency Percent 

Valid Very Short term 14 5.2 

Short term 15 5.6 

Medium term 19 7.0 

Long term 111 41.1 

Very Long term 111 41.1 

Total 270 100.0 

 

Table 4.34: Required rate of return (RRR)  

 Frequency Percent 

Valid Very Short term 43 15.9 

Short term 6 2.2 

Medium term 112 41.5 

Long term 89 33.0 

Very Long term 20 7.4 

Total 270 100.0 

 

Table 4.35: Dividend discounted model 

 Frequency Percent 

Valid Very Short term 9 3.3 

Short term 22 8.1 

Medium term 97 35.9 

Long term 106 39.3 

Very Long term 36 13.3 

Total 270 100.0 
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Table 4.36: Capital Asset Pricing Model (CAPM) 

 Frequency Percent 

Valid Very Short term 48 17.8 

Short term 90 33.3 

Medium term 67 24.8 

Long term 44 16.3 

Very Long term 21 7.8 

Total 270 100.0 

 

Table 4.37: Portfolio theory  

  Frequency Percent 

Valid Very Short term 16 5.9 

Short term 33 12.2 

Medium term 83 30.7 

Long term 93 34.4 

Very Long term 45 16.7 

Total 270 100.0 

 

Table 4.38: Volume Tracking 

  Frequency Percent 

Valid Very Short term 144 53.3 

Short term 90 33.3 

Medium term 19 7.0 

Long term 12 4.4 

Very Long term 5 1.9 

Total 270 100.0 
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Table 4.39: Chart analysis 

 Frequency Percent 

Valid Very Short term 96 35.6 

Short term 124 45.9 

Medium term 35 13.0 

Long term 9 3.3 

Very Long term 6 2.2 

Total 270 100.0 

 

Table 4.40: Trend lines 

 Frequency Percent 

Valid Very Short term 146 54.1 

Short term 79 29.3 

Medium term 29 10.7 

Long term 13 4.8 

Very Long term 3 1.1 

Total 270 100.0 

 

Table 4.41: Relative Strength Index (RSI) 

 Frequency Percent 

Valid Very Short term 138 51.1 

Short term 81 30.0 

Medium term 35 13.0 

Long term 12 4.4 

Very Long term 4 1.5 

Total 270 100.0 
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Table 4.42: Moving Average Convergence Divergence (MACD) 

 Frequency Percent 

Valid Very Short term 135 50.0 

Short term 82 30.4 

Medium term 25 9.3 

Long term 23 8.5 

Very Long term 5 1.9 

Total 270 100.0 

 

Table 4.43: Japanese Candlesticks 

 Frequency Percent 

Valid Very Short term 134 49.6 

Short term 78 28.9 

Medium term 33 12.2 

Long term 18 6.7 

Very Long term 7 2.6 

Total 270 100.0 

 

Table 4.44: Support and Resistance Levels 

 Frequency Percent 

Valid Very Short term 147 54.4 

Short term 74 27.4 

Medium term 32 11.9 

Long term 11 4.1 

Very Long term 6 2.2 

Total 270 100.0 
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Table 4.45: Trading Ranges 

 Frequency Percent 

Valid Very Short term 91 33.7 

Short term 145 53.7 

Medium term 19 7.0 

Long term 10 3.7 

Very Long term 5 1.9 

Total 270 100.0 

 

Table 4.46: Stochastic Oscillator 

 Frequency Percent 

Valid Very Short term 73 27.0 

Short term 95 35.2 

Medium term 44 16.3 

Long term 52 19.3 

Very Long term 6 2.2 

Total 270 100.0 
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Table 4.51:  Nonparametric Correlations: The relationship between the educational 

level and the frequency of the used tools included in fundamental analysis approach  

 

 

 Frequency of the used 

tools included in 

fundamental analysis 

approach 

Educational 

level 

Spearman's rho 

Frequency of the used tools 

included in fundamental 

analysis approach 

Correlation 

Coefficient 
1.000 .098 

Sig. (2-tailed) . .108 

N 
270 270 

Educational level 

Correlation 

Coefficient 
.098 1.000 

Sig. (2-tailed) .108 . 

N 270 270 
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Table 4.52:   Nonparametric Correlations: The relationship between the years of 

experience and the frequency of the used tools included in fundamental analysis 

approach 

  Frequency of the used 

tools included in 

fundamental analysis 

approach 

Experience 

years 

Spearman's rho 

Frequency of the used tools 

included in fundamental 

analysis approach 

Correlation 

Coefficient 
1.000 .014 

Sig. (2-tailed) . .822 

N 
270 270 

Experience years 

Correlation 

Coefficient 
.014 1.000 

Sig. (2-tailed) .822 . 

N 270 270 

 

Table 4.54:    Nonparametric Correlations: The relationship between the educational 

level and the frequency of the used tools included in technical analysis approach  

  Frequency of the used 

tools included in 

technical analysis 

approach 

Educational 

level 

Spearman's rho 

Frequency of the used tools 

included in technical analysis 

approach 

Correlation 

Coefficient 
1.000 .154

*
 

Sig. (2-tailed) . .011 

N 270 270 

Educational level 

Correlation 

Coefficient 
.154

*
 1.000 

Sig. (2-tailed) .011 . 

N 270 270 

*. Correlation is significant at the 0.05 level (2-tailed).   
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Table 4.55: Nonparametric Correlations: The relationship between the years of 

experience and the frequency of the used tools included in technical analysis 

approach  

  Frequency of the used 

tools included in 

technical analysis 

approach 

Experience 

years 

Spearman's rho 

Frequency of the used tools 

included in technical analysis 

approach 

Correlation 

Coefficient 
1.000 .053 

Sig. (2-tailed) . .385 

N 
270 270 

Experience years 

Correlation 

Coefficient 
.053 1.000 

Sig. (2-tailed) .385 . 

N 270 270 

 

Table 4.57: Nonparametric Correlations: The relationship between the educational 

level and the length of time period needed in forecasting for tools included in 

fundamental analysis 

  Length of time period 

needed in forecasting 

for tools included in 

fundamental analysis 

Educational 

level 

Spearman's rho 

Length of time period needed 

in forecasting for tools 

included in fundamental 

analysis 

Correlation 

Coefficient 
1.000 .113 

Sig. (2-tailed) . .063 

N 270 270 

Educational level 

Correlation 

Coefficient 
.113 1.000 

Sig. (2-tailed) .063 . 

N 270 270 
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Table 4.58:  Nonparametric Correlations: The relationship between the years of 

experience and the length of time period needed in forecasting for tools included in 

fundamental analysis 

 

  Length of time period 

needed in forecasting 

for tools included in 

fundamental analysis 

Experience 

years 

Spearman's rho 

Length of time period needed 

in forecasting for tools 

included in fundamental 

analysis 

Correlation 

Coefficient 
1.000 -.059- 

Sig. (2-tailed) . .338 

N 270 270 

Experience years 

Correlation 

Coefficient 
-.059- 1.000 

Sig. (2-tailed) .338 . 

N 270 270 
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Table 4.60:   Nonparametric Correlations: The relationship between the educational 

level and the length of time period needed in forecasting for tools included in 

technical analysis  

 

  Length of time period 

needed in forecasting 

for tools included in 

technical analysis 

Educational 

level 

Spearman's rho 

Length of time period needed 

in forecasting for tools 

included in technical analysis 
 

Correlation 

Coefficient 
1.000 -.218

**
 

Sig. (2-tailed) . .000 

N 270 270 

Educational level 

Correlation 

Coefficient 
-.218

**
 1.000 

Sig. (2-tailed) .000 . 

N 270 270 

**. Correlation is significant at the 0.01 level (2-tailed).   

Table 4.61: Nonparametric Correlations: The relationship between the years of 

experience and the length of time period needed in forecasting for tools included in 

technical analysis  

  Length of time period 

needed in forecasting 

for tools included in 

technical analysis 

Experience 

years 

Spearman's rho 

 

Length of time period needed 

in forecasting for tools 

included in technical analysis 

Correlation 

Coefficient 
1.000 -.206

**
 

Sig. (2-tailed) . .001 

N 270 270 

Experience years 

Correlation 

Coefficient 
-.206

**
 1.000 

Sig. (2-tailed) .001 . 

N 270 270 

**. Correlation is significant at the 0.01 level (2-tailed).   
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Appendix F ï Inferential statistics - Cross-Tables  

 

Table 4.63: The relationship between the level of awareness and the degree of 

understanding of the Fundamental analysis approach 

 

 

Understanding of Fundamental analysis 

The internal 

and external 

business 

environments 

The current 

and historical 

financial 

statements of 

the company 

Both of them Total 

Awareness of 

Fundamental 

Analysis 

Fundamental Analysis 19 17 16 52 

Technical Analysis  7 16 15 38 

Both of them 0 69 111 180 

Total 26 102 142 270 

 

 

Table 4.64: Chi-Square Tests 

 

 
Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 68.813
a
 4 .000 

Likelihood Ratio 69.897 4 .000 

Linear-by-Linear Association 46.268 1 .000 

N of Valid Cases 270   

a. 1 cells (11.1%) have expected count less than 5. The minimum expected count is 3.66. 
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Table 4.65: Symmetric Measures 

 

 
Value 

Asymp. Std. 

Error
a
 

Approx. T
b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .451   .000 

Interval by Interval Pearson's R .415 .058 7.461 .000
c
 

Ordinal by Ordinal Spearman Correlation .361 .060 6.332 .000
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

 

Table 4.67: The relationship between the level of awareness and the degree of 

understanding of the Technical analysis approach  

 

 Understanding of Technical analysis 

Based on 

historical 

price trends 

Based on 

companies 

financial 

statements 

Both of them Total 

Awareness of 

Technical 

analysis 

Fundamental Analysis  30 13 9 52 

Technical Analysis  33 3 2 38 

Both of them 146 9 25 180 

Total 209 25 36 270 
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Table 4.68: Chi-Square Tests 

 

 
Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 23.399
a
 4 .000 

Likelihood Ratio 20.396 4 .000 

Linear-by-Linear Association 3.786 1 .052 

N of Valid Cases 270  

a. 2 cells (22.2%) have expected count less than 5. The minimum expected count is 3.52. 

 

 

Table 4.69: Symmetric Measures 

 

 
Value 

Asymp. Std. 

Error
a
 

Approx. T
b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .282   .000 

Interval by Interval Pearson's R -.119- .065 -1.956- .052
c
 

Ordinal by Ordinal Spearman Correlation -.139- .065 -2.296- .022
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 
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Table 4.71: The relationship between the type of investment approach used and the 

investment decision-making process of the equity securities 

 

 

 

Type of investment approach used in the 

trading phase 

Fundamental 

Analysis 

Technical 

Analysis 
Both of them Total 

 

Type of 

investment 

approach used in 

the Selection  

phase 

Fundamental Analysis 35 114 0 149 

Technical Analysis 0 37 0 37 

Both of them 

0 1 83 84 

Total 35 152 83 270 

 

 

Table 4.72: Chi-Square Tests 
 

 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 2.809E2
a
 4 .000 

Likelihood Ratio 340.188 4 .000 

Linear-by-Linear 

Association 
189.766 1 .000 

N of Valid Cases 270  

a. 1 cells (11.1%) have expected count less than 5. The minimum expected count is 4.80. 
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Table 4.73: Symmetric Measures 

  

Value 

Asymp. Std. 

Error
a
 Approx. T

b
 Approx. Sig.

a
 

Nominal by 

Nominal 

Contingency 

Coefficient 
.714 

  
.000 

Interval by Interval Pearson's R .840 .012 25.335 .000
c
 

Ordinal by Ordinal Spearman Correlation .848 .021 26.149 .000
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

Table 4.75: The relationship between the educational level and the type of investment 

approach used in the Selection phase 
 

 

Type of investment approach used in the Selection  phase 

Fundamental 

Analysis 

Technical 

Analysis Both of them Total 

Educational level 

Bachelors 125 35 66 226 

Master 20 2 14 36 

Doctorate 4 0 4 8 

Total 149 37 84 270 
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Table 4.76: Chi-Square Tests 
 

 
Value Df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 5.287
a
 4 .259 

Likelihood Ratio 6.684 4 .154 

Linear-by-Linear 

Association 
.907 1 .341 

N of Valid Cases 270   

a. 4 cells (44.4%) have expected count less than 5. The minimum 

expected count is 1.10. 

 

 

Table 4.77: Symmetric Measures 
 

  

Value 

Asymp. Std. 

Error
a
 Approx. T

b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .139   .259 

Interval by Interval Pearson's R .058 .066 .952 .342
c
 

Ordinal by Ordinal Spearman Correlation .043 .065 .705 .481
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 
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Table 4.79: The relationship between the educational level and the type of investment 

approach used in the trading phase  

 

 

Type of investment approach used in the trading phase 

Fundamental 

Analysis 

Technical 

Analysis Both of them Total  

Educational level 

Bachelors 35 126 65 226 

Master 0 22 14 36 

Doctorate 0 4 4 8 

 Total 35 152 83 270 

 

 

Table 4.80: Chi-Square Tests 

 

 
Value Df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 9.062
a
 4 .060 

Likelihood Ratio 14.488 4 .006 

Linear-by-Linear 

Association 
6.895 1 .009 

N of Valid Cases 270  

a. 4 cells (44.4%) have expected count less than 5. The minimum 

expected count is 1.04. 
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Table 4.81: Symmetric Measures 

 
 

  

Value 

Asymp. Std. 

Error
a
 Approx. T

b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .180   .060 

Interval by Interval Pearson's R .160 .049 2.655 .008
c
 

Ordinal by Ordinal Spearman Correlation .155 .053 2.567 .011
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

 

Table 4.83: The relationship between the years of experience and the type of 

investment approach used in the selection phase 

 
 

 

Years of experience  

0 to 5 years 5 to 10 years 10 to 15 years 15 years plus Total  

Type of 

investment 

approach 

used in the 

selection 

phase 

Fundamental Analysis 19 89 30 11 149 

Technical Analysis 3 24 8 2 37 

Both of them 5 54 17 8 84 

Total 

27 167 55 21 270 
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Table 4.84: Chi-Square Tests 
 

 

 
Value df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 13.540
a
 6 .029 

Likelihood Ratio 3.703 6 .717 

Linear-by-Linear 

Association 
1.176 1 .278 

N of Valid Cases 270   

a. 2 cells (16.7%) have expected count less than 5. The minimum 

expected count is 2.88. 

 

 

 

Table 4.85: Symmetric Measures 

 
 

  
Value 

Asymp. Std. 

Error
a
 

Approx. T
b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .114   .739 

Interval by Interval Pearson's R .066 .061 1.085 .279
c
 

Ordinal by Ordinal Spearman Correlation .164 .060 1.047 .296
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 
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Table 4.87: The relationship between the experience years and the type of investment 

approach used in the trading phase 

 

 

Experience years  

0 to 5 years 5 to 10 years 10 to 15 years 15 years plus Total  

Type of 

investment 

approach 

used in the 

trading 

phase 

Fundamental Analysis 3 25 6 1 35 

Technical Analysis 20 88 32 12 152 

Both of them 

4 54 17 8 83 

Total 27 167 55 21 270 

 

 

Table 4.88: Chi-Square Tests 
 

 
Value Df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 16.533
a
 6 .016 

Likelihood Ratio 7.248 6 .299 

Linear-by-Linear 

Association 
2.219 1 .136 

N of Valid Cases 270   

a. 2 cells (16.7%) have expected count less than 5. The minimum 

expected count is 2.72. 
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Table 4.89: Symmetric Measures 

 

  

Value 

Asymp. Std. 

Error
a
 Approx. T

b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .154   .366 

Interval by Interval Pearson's R .091 .054 1.493 .137
c
 

Ordinal by Ordinal Spearman Correlation .286 .056 1.408 .160
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

 

Table 4.91: The relationship between the length of time period needed in forecasting 

and the type of investment approach used in the selection phase 
 

 

Length of time period needed in forecasting 

Very 

Short term 

(0 to 6 

months, 

including 

day 

trading) 

Short term 

(6 months 

to one 

year) 

Medium 

term (1 to 

3 years) 

Long term 

(3 to 5 

years) 

Very Long 

term (5 

years and 

more) 

Total 

 

Type of 

investment 

approach used in 

the selection 

phase 

Fundamental 

Analysis 
6 22 33 32 56 149 

Technical 

Analysis 
6 3 11 7 10 37 

Both of them 
2 9 31 20 22 84 

Total 14 34 75 59 88 270 
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Table 4.92: Chi-Square Tests 

 

 
Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 18.847
a
 8 .016 

Likelihood Ratio 16.046 8 .042 

Linear-by-Linear Association .955 1 .328 

N of Valid Cases 270  

a. 3 cells (20.0%) have expected count less than 5. The minimum expected count is 1.92. 

 

 

 

 

Table 4.93: Symmetric Measures 

 

  
Value 

Asymp. Std. 

Error
a
 

Approx. T
b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .255   .016 

Interval by Interval Pearson's R -.060- .057 -.977- .329
c
 

Ordinal by Ordinal Spearman Correlation -.080- .059 -1.306- .193
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 
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Table 4.95: The relationship between the length of time period needed in forecasting 

and the type of investment approach used in the trading phase 

 

 

Length of time period needed in forecasting 

Very 

Short 

term (0 to 

6 months, 

including 

day 

trading) 

Short 

term (6 

months to 

one year) 

Medium 

term (1 to 

3 years) 

Long 

term (3 to 

5 years) 

Very 

Long 

term (5 

years and 

more) 

Total 

Type of 

investment 

approach used in 

the trading 

phase 

 

Fundamental 

Analysis 
20 11 0 3 1 35 

Technical 

Analysis 
81 48 16 4 3 152 

Both of them 
45 25 10 2 1 83 

Total 146 84 26 9 5 270 

 

 

Table 4.96: Chi-Square Tests 

 

 
Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 17.827
a
 8 .019 

Likelihood Ratio 10.314 8 .244 

Linear-by-Linear Association .026 1 .873 

N of Valid Cases 270  

a. 6 cells (40.0%) have expected count less than 5. The minimum expected count is .65. 
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Table 4.97: Symmetric Measures 

 

  
Value 

Asymp. Std. 

Error
a
 

Approx. T
b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .168   .451 

Interval by Interval Pearson's R -.010- .063 -.160- .873
c
 

Ordinal by Ordinal Spearman Correlation -.110- .061 -.170- .865
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 

 

Table 4.99: The relationship between the important effect of the insider information 

and the type of investment approach used in the selection phase 

 

 

The important effect of insider information 

Selecting phase 

of  equity 

securities 

Trading  phase 

of equity 

securities 

Both of them Total 

 Type of investment 

approach used in the 

selection phase 

Fundamental Analysis 35 44 70 149 

Technical Analysis 10 13 14 37 

Both of them 14 31 39 84 

Total 59 88 123 270 
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Table 4.100: Chi-Square Tests 

 

 
Value df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 3.216
a
 4 .522 

Likelihood Ratio 3.294 4 .510 

Linear-by-Linear 

Association 
.217 1 .641 

N of Valid Cases 270   

a. 0 cells (.0%) have expected count less than 5. The minimum 

expected count is 8.09. 

 

 

Table 4.101: Symmetric Measures 

 

  
Value 

Asymp. Std. 

Error
a
 

Approx. T
b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .108   .522 

Interval by Interval Pearson's R .028 .059 .465 .642
c
 

Ordinal by Ordinal Spearman Correlation .015 .060 .240 .811
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 
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Table 4.103: The relationship between the important effect of the insider information 

and the type of investment approach used in the trading phase 

 

 

The important effect of insider information 

Selecting phase 

of  equity 

securities 

Trading phase of 

equity securities 
Both of them Total 

Type of investment 

approach used in the 

trading phase 

Fundamental Analysis 3 24 8 35 

Technical Analysis 42 33 77 152 

Both of them 14 31 38 83 

Total 59 88 123 270 

 

  

Table 4.104: Chi-Square Tests 

 

 
Value df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 30.920
a
 4 .000 

Likelihood Ratio 29.875 4 .000 

Linear-by-Linear 

Association 
.856 1 .355 

N of Valid Cases 270   

a. 0 cells (.0%) have expected count less than 5. The minimum 

expected count is 7.65. 
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Table 4.105: Symmetric Measures 

 

  
Value 

Asymp. Std. 

Error
a
 

Approx. T
b
 Approx. Sig.

a
 

Nominal by Nominal Contingency Coefficient .321   .000 

Interval by Interval Pearson's R .056 .052 .925 .356
c
 

Ordinal by Ordinal Spearman Correlation .062 .054 1.025 .306
c
 

N of Valid Cases 270  

a. Not assuming the null hypothesis. 

b. Using the asymptotic standard error assuming the null hypothesis. 

c. Based on normal approximation. 

 
 

 

 


