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Abstract

The objective of this project was to examine the nature and history of the stock market
and compare the implementation of two different investment strategies in a trading experiment.
Two simulated investment accounts were used in the four-week experiment; one following a
passive “buy and hold” strategy and another following a more active strategy relying on
technical analysis. At the end of the experiment, the buy and hold account had a return of -13.4%
and the technical analysis account had a return of -2.8%. Although both accounts lost value, the
more active strategy outperformed the passive strategy as well as the general market in all
metrics. Though passive investment strategies are generally considered the better option for
long-term growth, this research indicated that active investing strategies could outperform

passive strategies, particularly in bear markets.
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Chapter 1: Introduction

1.1  Goals

The primary goal of this project was to develop an understanding of how the stock market
operates while using this knowledge to test and analyze the viability of different trading theories.
The history of the stock market and its historic crashes provided a foundation for this research.
Studying the fundamental purpose and operation of the stock market created a framework for the
project. ldentifying and employing market research tools was the mechanism to interact with and
analyze the project data. Utilizing various resources to research individual stocks along with
market history, conditions, indexes, and indicators, resulted in an increased comprehension of the
metrics and behaviors of the market.

In this research, two unique trading strategies were selected and implemented in a four-week,
parallel investing experiment, and the analysis of these opposing strategies revealed both their
inherent and resulting strengths and weaknesses. A simulated transaction of $100,000 was
invested in a select group of assets. Weekly, real-time trades were made by following each
unique strategy, and separate records were kept for comparison and research. The resulting
analysis informed the viability and potential success of future trading strategies. At the
conclusion of the experiment a final, comprehensive analysis was performed to determine the

overall effectiveness of each strategy.



1.2 Understanding the Stock Market

The stock market exists as an exchange for companies and institutions to raise capital, and
for investors to realize profits. The stock market broadly refers to a number of exchanges and
venues in which shares of publicly held companies are bought and sold. Traders in the stock
market buy or sell shares on one or more of the stock exchanges that are part of the overall stock
market. The leading U.S. stock exchanges include the New York Stock Exchange (NYSE) and
the Nasdaq, which have a market capitalization of $27.21 trillion and $22.42 trillion respectively,
making them the largest stock exchanges in the world [1]. Figure 1.1 lists the top exchanges by
market capitalization. In the United States, stock exchanges are regulated by the federal

government through the U.S. Securities and Exchange Commission [2].
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NYSE, United States

NASDAQ, United States

Shanghai Stock Exchange, China

Euronext, Europe

Japan Exchange Group

Shenzhen Stock Exchange, China

Hong Kong Exchanges

LSE Group, UK

Mational Stock Exchange of India

TMX Group, Canada

Saudi Stock Exchange (Tadawul)

Nasdaq Nordic and Baltics

Deutsche Boerse AG

SIX Swiss Exchange

Korea Exchange

ASX Australian Securities Exchange

Taiwan Stock Exchange

Johannesburg Stock Exchange

Tehran Stock Exchange

B3 - Brasil Bolsa Balcao

27.21

10 156 20 25 30

Market cap in trillion U.S. dollars

Figure 1.1: Largest Stock Exchanges by Market Capitalization worldwide as of March 2022.

Generally, a security is any financial asset that can be traded; and publicly traded

securities are classified into three trade categories: equity securities, debt securities, and
derivatives [3]. Equity securities, which include stocks and ETFs, represent ownership in a

corporation. This ownership entitles the holder to a portion of net assets, voting rights, and, in
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some cases, dividends [4]. Return on investment is dependent on market performance, and thus
carries risk and has no guarantee of profit. Debt securities are debts that can be bought and sold
and are issued by corporations or governments. The buyer of the debt security is essentially
lending money to the issuer in exchange for regular interest payments plus the return of the full
principal amount upon maturity [5]. Debt securities include U.S. Treasury bills, bonds, notes, and
certificates of deposit (CDs) [5]. Return on investment is largely predetermined by interest rate
and maturity date, making debt securities a low-risk investment. Lastly, derivative securities,
such as options and futures, are securities or contracts giving the buyer the right, but not
necessarily the obligation, to buy or sell an asset at a set price on or before a specific date [6].
The value of these investments is based on or “derived” from the underlying securing asset.
Derivatives are volatile and the contracts are complex, making them a speculative, higher-risk

investment.

The health of the U.S. economy is often measured by the performance of the stock
market. As part of this system, a stock exchange has a responsibility to ensure price
transparency, liquidity, price discovery, and fair dealings [2]. The integrity of the stock market is
important to capitalist and free market economies, as it is a key to encouraging corporate growth

and investor income, and in creating and trading wealth [7].

1.3 History of the Stock Market

The concept of buying and selling equity has its formal origins in the trading voyages of
the 1600s, and the Dutch East India Company was the first to issue stocks to public investors

through the Amsterdam Stock Exchange in 1602. Previously, Britain, France, and the

12



Netherlands extended royal charters to explore and trade in the East Indies, yet few merchants
could afford the exorbitant cost of these ventures. In answer, limited liability companies (LLCs)
were created to fund these trade expeditions by selling shares in the voyages in return for a
portion of any profits. With this model, significant capital could be raised while spreading out

risks and sharing rewards [8].

In the United States, the Philadelphia Stock Exchange opened seven years after the
Revolutionary War and the New York Stock Exchange (NYSE) soon followed in 1792 [9]. In
1971, NASDAQ was formed and was the first exchange to trade securities electronically via a
network of computers rather than operating out of a physical location, forcing the innovation of
how securities were traded [9]. The World Federation of Exchanges now lists 80 exchanges
worldwide, representing 58,200 companies and $122.94 trillion in stock market capitalization

[10].

1.4 Historic Market Crashes

A stock market crash occurs when the market loses substantial value in a short amount of
time. A crash is typically identified by a double-digit loss of value within the major market
indexes, accompanied by the panic-selling of stocks by investors attempting to stem their losses
[11]. Several economic factors can contribute to a crash of the market including extreme
overvaluation of stocks, changes in federal regulations, an overinflated economy, natural
disasters, sociopolitical events like war, and extensive use of margin trading [11]. Ultimately,

fear and subsequent panic-selling are the most basic triggers of a market crash. And while a

13



stock market crash can be abrupt and brief, the effects can create enduring issues for investors,

economies, and even nations.

America's first great economic depression, the Panic of 1819, lasted two years and
resulted from a collapse of cotton prices, credit contraction, and over-speculation. Then followed
a series of crashes every few decades. The Panic of 1837 was due to a real estate bubble, the
Panics of 1857 and 1884 stemmed from large bank failures, and the severe Panic of 1893

resulted from panic-selling during a run-on gold in the U.S. Treasury [11].

Notable as the first financial crisis of the 20th century to extend across the world, the
Panic of 1907 ensued when speculators attempted to corner the stock of United Copper. Their
failure produced a run on the associated banks, which then failed after losing all deposits. The
panic spread to other banks causing a severe collapse of market liquidity [11]. J.P. Morgan and
others intervened to rescue the banks and subsequently the stock market. The Panic of 1907 was

the impetus for the formation of the U.S. Federal Reserve System [12].

Preceding the infamous 1929 stock market crash, the United States experienced a period
of significant market prosperity. As Williams notes, ‘The boom had been spurred by everyday
people buying stock with borrowed money, and the stocks serving as collateral for the loans’
[12]. The Dow Jones Industrial Average (DJIA) grew from 63 to 381 in five years [11]. This
rampant speculation and margin buying coupled with public utility stock inflation created a very
unsteady bubble. On October 28, 1929, Black Monday, the market crashed 13 percent and
continued falling for almost three years until the summer of 1932. By then the Great Depression
was entrenched, the market had lost 90 percent of its value, and recovery did not resolve until

1954, 25 years later [13].
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Another Black Monday took place on Oct. 19, 1987, when the DJIA plunged 22.6%. This
was the largest one-day stock market decline in history [11]. The crash stemmed from a torrent
of bad news, including an extensive trade deficit and falling dollar value, along with an increase
in international investors and the use of options and derivatives. It was preceded by an increase
of 44% in value [12]. Asia, New Zealand, Australia, Hong Kong, Singapore, and Mexico also
suffered crashes revealing the global connection of modern markets [11]. In the years that
followed, regulators introduced reforms to address the structural flaws that allowed Black
Monday to occur, and the first circuit breakers were also put in place so that exchanges could

halt trading temporarily in instances of exceptionally large price swings.

With the rapid growth of the internet and related technology start-ups in the 1990s,
investors became enamored and speculated heavily in the technology sector. ‘During this period,
several new firms came into being, most of which never generated any profit’ [11]. The hype
fueled a 500% increase in Nasdaq between 1995 and 2000 [12]. This “dot-com” bubble burst on
March 10, 2000 [12]. During the subsequent crash, the market lost 77% of its value and did not

fully recover until 2015 [13].

As described by the Chicago Tribune, ‘[In 2008] at the core of the Great Recession, a
housing crash hit the United States spurred by lax lending practices to those with little ability to
repay’ [12]. An energized mortgage market drew $1 trillion in new funds but ultimately
collapsed when large quantities of these mortgages went into default. As these residential home
foreclosures surged, the unemployment rate escalated. The resulting crash took down the
massive lending establishments of Fannie Mae, Freddie Mac, and Lehman Brothers, while the
S&P 500 fell 57% [13]. To stall the free-fall, the U.S. Treasury Department nationalized Fannie

Mae and Freddie Mac and approved a bailout package to protect the U.S. financial system [11].

15



Studying the historic crashes of the U.S. stock market provides a broad record of its
nature and trajectory. The U.S. stock market has trended upward over history. The chart in
Figure 1.2 shows that over this period of almost 150 years, $1 (in 1870 U.S. dollars) invested in a
hypothetical U.S. stock market index in 1871 would have grown to $18,500 by the end of June
2020 [14]. The chart also illustrates the natural capacity of the markets to self-correct after
periods of over-speculation and inflated growth, or periods of depression. History reveals that the
market is never smooth, and some of its drops are severe; yet, while market crashes occur with
routine frequency, the market always rebounds. This knowledge informs investment influences,
markers, risk, and potential.

Market Crash Timeline: Growth of $1 and the U.S. Stock Market's Real Peak Values

— Cumulative Real Wealth — Peak Cumulative Value Market Crash Episade

100,000
usD

Logarithmic Scale

Lost Decade

10,000
Black Monday
Inflation, Vietnam, & Watergate
Height of Cold War & Cuban Missile Crisis 1,000
Inflationary Bear Market
Enforcement of Sherman Act = \WW| & Influenza
Panic of 1907 100
Rich Man's Panic Postwar Bear Market
Outbreak of Boar War Great Depression & WWII
Silver Agitation 1929 Crash & Great Depression

Cornering of Northern Pacific 10

Baring Brothers Crisis
Depression & Railroad Strikes 1

1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020
Decade

Figure 1.2: U.S. Market Performance with Crashes and Notable Events
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1.5 Factors and Influences of The Stock Market

As with any economic vehicle, the stock market is influenced by several factors.
Governments hold a large amount of power over the stock market, and their decisions can sway
the market. Fiscal and monetary policies enacted by governments have a major effect on the
stock market. By increasing or decreasing monetary supply, interest rates, and tax rates,
governments influence the demand for stocks. For example, if the monetary supply in a country
is lowered, and the interest rate and tax rate are raised, then there will be less capital available to
be invested in the market. This will lower the demand for shares and assets and thus drive prices

down [15].

International transactions also can have a profound impact on a country’s market.
Countries that are net exporters are continuously selling goods and services while bringing in
capital. Those funds can then be invested into that county’s markets, which increases demand

and drives stock prices higher [15].

The stock market is inherently speculative in nature. Speculations about the performance
of large companies can impact entire markets. Speculation about future economic conditions also
plays a major role in stock market trends. Global concerns such as the Covid-19 Pandemic can
cause investors to be wary about economic conditions and invest less money in the market.
Presidential elections and proposed changes in spending or tax policy also generate a large

amount of volatility [15].
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1.6 Stock Market Indexes

Measuring market performance is key to economic understanding, engagement, and
success. An index is a tool used to track and measure the performance of a group of assets within
the market. Indexes typically measure the market performance of several related assets using a
standardized metric. They are also used to measure other economic data such as inflation,
interest rates, volatility, etc. In the stock market, indexes consist of a hypothetical portfolio of
assets that represent a specific market or market segment, and each index has its unique method
of calculation. The value of an index typically starts at a predetermined base level at its creation
and then will either rise or fall in value depending on the performance of the assets that comprise
it. For this reason, the relative change of an index’s value is more important than the actual value
of the index [1]. Figure 1.2 depicts a graphical representation of the individual securities that
make up the S&P 500, one of the most popular indexes. The size of the rectangles corresponds to

the percentage of the index that security comprises.

18



finviz S&P 500 * 1 DAY PERFORMANCE + Sun FEB 28 2016 8:02 PMEST
TECHNOLOGY SERVICES BASIC MATERIALS
INTERNET INFORMATION PR TELECOM SERVICES - DOME APPLICATION SOFT ENTERTAINMENT - DIV HOME IMPROVE RESTAURANT BUSINESSSE MAJORINTEGRATED INDEPENDENT OIL&GASE OIL&GAS

CRM MCD o coP | oxr  SLB

i HD -L11% Az | s021%
LOw
GOOGL T VZ ADBE DIS > 0.47% 0= oy MHFI FISV XOM
-0.58% — 8o wpws  -032%  EOC ARC
INTU e
412 AIRDELIVERY&  RAILROADS CATV SYSTE
INFORMATIONT  NETWORKING & COMMUNICA CBS FDX [ 4 NFLX
TWX FOXA UPS . o UNP TWC +028% D
IBM CSCO | qcom = om A% g o L E CvX

aoa
‘o0
FB e DISCOUNTVARIEIVS " npuGsTO | SPECIALTY |APPAREL | DEPARTM LEAI THCARE

Acn FIS NSRRI INPEHS [SEMICD cosT sgux LB WN o  DRUGMANUFACTURERS - MAJOR
EMC -226% WBA
BUSINESS SOFTWARE & SERV 0% S | E WMT oA | oSt IS TR
CTSH SEMICONDUCTOR woc DVER . osx TGT RESORTS LODGIN GROCE JNJ
= 07 cc X DRUGSW —
HPQ CCL ro KR v 0,
TXN [STX ek 107 CAH _gam HoT = O0% -0.56%
“03% | SEMICO DG Mo s
Loz CATALOG & MAILORD : EpEDALTY

v
+051% AVGO BROCM ABC ey MEDICALAPPLIANCE ~ MEDICALL

+04B% MAJOR Al L ~

= AMZN - = PFE L o e MO
+0.01% o] -1.18% g3
CREDIT SERVICES UAL SYY s STJ MEDICALI
CONSUMER GOODS BIOTECHNCLOGY b
ABT s ew
V AXP GS ELECTRONIC EQUIPMENT PERSONAL PRODUCT CIGARETTES AMGN BIB REGN
CcL +058% +082% +006% DRUGS - GENERIC

PYPL COF g iy PM Qo —
MA 20K LI | g PG s cfolag -y i.(gg asex

DFS EFX -185% +

ooy CME AAPL EL e INDUSTRIAL GOODS UTILITIES

JPM YOEIMANNS RET-RETAIL  [HEGIONAL- +0.15% PROCESSED& |FOODZMADN TEXTILE-AP DIVERSIFIEDMACHINERY —AEROSPACE/DEFENSEPROD | ELECTRICUTILITIES
GGP A PVH
BLK | BK spG usB G g
0.93% PNC | STI  +0wx +228% nanx s KEY She s KHE v Y B ] s

SPECIALTY

PXD
23 HES| naL

-215% -
% = um HBI GE BA 267 252%
CONFECTI BEVERA
PROPERTY &CASUALTY INSURANCE  STT v BETREHER INCIRSN [NERA) K sm

AVEB  AMT EXTILE - AP MDLZ
2

AIG ACE [ppy | NTES Es5  ‘Uss% BEVERAGES - SOFT DRINK
BRK-B e ::IN:SZM ] PEP +035%  AUTOPA
-0.29% ™ok PRU . 229%  AUTOMANUF JCI - E™
CB L x mﬂ NG AFL F ‘E":L IF:CKﬁtGlN

NKE v DHR O mw

ROP
oz IR

Figure 1.3: Visualization of The S&P 500

The performance of popular indexes such as the S&P 500, the NASDAQ 100, and the
Dow Jones Industrial Average are often used as benchmarks of the U.S. stock market. They
represent large U.S. companies and capture a great portion of the total capitalization of the U.S.

market. Therefore, they serve as good indicators of general market trends.
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Chapter 2: Experiment Methodology

2.1 Simulation Platform

Building on the study of the history and operation of the stock market, research tools and
investment strategies were chosen to begin the market simulation experiment. To conduct this
experiment, a simulated broker was necessary. TradingView was utilized as the simulated broker
for this project as it employs a large collection of technical analysis tools and is one of the most
widely used platforms for developing and testing trading strategies. TradingView tracks market
data on a myriad of stocks, indexes, and other assets. It offers users the ability to open a “paper”
account, in this case containing a simulated balance of $100,000 USD. This balance can then be
used to make simulated trades on any of the assets TradingView lists. The simulated trades are
high fidelity, meaning the orders are not instantaneous and may fail to fill completely. These
risks are present when trading with real funds, so it is important that they were also present in the
simulation. Reproduced for two different trading strategies, TradingView’s paper trading feature

was used to make simulated trades with the artificial balance, while keeping track of the results.
2.2 Investment Strategies
2.2.1 Buy and Hold

The first investment method to be tested, “buy and hold” is a simple, passive investment
strategy in which an investor buys stocks or other assets and holds them for an extended period
of time. An investor using this strategy selects stocks and assets they believe will increase in
value in the long run but has little to no concern with short-term price movements. Once the asset

has appreciated beyond the target the investor has set, the asset can be sold for profit. One
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advantage of holding assets for a long period of time is that capital gains taxes can be deferred,

as any gain in value is not realized until the asset is sold [4].

2.2.2 Technical Analysis

The second investment strategy chosen for this experiment, technical analysis is a method
of trading used to evaluate investments from a statistical, trend-based approach. Technical
analysis is based on the theory that the past trading activity and price swings of a security can be
useful predictors of the future performance of that security. It evaluates current and historical

prices and volume to predict future prices and volume. As defined by Battle,

Technical analysis can be applied to any security with historical trading data. This
includes stocks, futures, commodities, fixed-income, currencies, and other securities. In
fact, technical analysis is far more prevalent in commodities and forex markets where

traders focus on short-term price movements [16].

Technical analysis theory is contingent on two basic assumptions. The first is that
markets are efficient, with the values of securities being representative of the factors that
influence the prices of securities. The second is that even random market price moments form

identifiable patterns and trends that repeat over time.

2.3 Data Analysis Method

2.3.1 Fundamental Analysis

When choosing which individual stocks to trade within both strategies, fundamental
analysis was utilized. Fundamental analysis is a method of measuring the intrinsic value of a
security by examining its related financial and economic factors. Fundamental analysis looks at

several factors that might influence the value of a security. These include the overall state of the
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economy, the strength within the industry of the security, and the performance of the company
the security represents [17]. The goal of fundamental analysis is to determine a fair current or
future market value for a security. This information can then be used to make a profit on that
security. For example, if a fundamental analysis determines that an asset is undervalued in the

current market, then an investor may buy the security expecting that it will increase in value.

2.3.2 Technical Analysis

When experimenting using a technical analysis trading strategy, Bollinger Bands and the
Moving Average Convergence/Divergence (MACD) were the two primary indicators used.
Bollinger Bands are a type of price envelope developed by John Bollinger [18]. A price envelope
is used to define upper and lower price range levels for a security. Bollinger Bands are calculated
by first determining a simple moving average (SMA) of the price of a security. A standard
deviation of the SMA is then taken to calculate the values of the upper and lower bands. The
upper band is calculated by adding the standard deviation to the SMA, while the lower band is
calculated by subtracting the standard deviation from the SMA. Bollinger Bands require two
parameters: the SMA period and the number of standard deviations. Figure 2.1 depicts upper

and lower Bollinger Bands applied to an asset at two standard deviations.
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Figure 2.1: Bollinger Bands (20 Period SMA, 2 StdDev)

Bollinger Bands have a few different uses. When the bands tighten during a period of low
volatility, it raises the likelihood of a sharp price move in either direction. This may begin a
trending move [18]. If the bands separate by an unusually large amount, the converse is true.

Volatility increases and an existing trend may be coming to an end.

Prices also tend to bounce between the bands or hug one of the bands. This can be used to
identify possible profit targets and entry points. For example, if the price moves from the top
band and crosses the SMA line, then the lower band may be a potential entry point. Figure 2.2

displays examples of this price behavior.
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Figure 2.2: Example of Price Behavior in Relation to Bollinger Bands Activity

The Moving Average Convergence/Divergence (MACD) is a momentum-based
oscillator. It is primarily used to trade trends [19]. It appears on a chart as two lines: the MACD
line and the signal line. When the MACD line crosses above the signal line the security is
considered bullish. When the MACD line crosses below the signal line, the security is considered
bearish. The farther above or below the signal line the MACD is, the more bullish or bearish the
security is considered to be. The difference between the signal line and the MACD line is
typically plotted on a histogram for easier visualization. The MACD line can be approximated by
subtracting the value of the 26-period Exponential Moving Average (EMA) from the 12-period
EMA. The signal line is calculated by taking a 9-period EMA of the MACD line. As seen in
Figure 2.3, when the MACD line crosses the signal line, it is a good indicator of bullish price

movement.
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Figure 2.3: Example of MACD Indicator

2.3.3 Analytical Comparison of Trading Results

The results of each trading strategy were compared using a few different methods. The
primary method of comparison was the total profit/loss obtained during the trading period,
expressed as a percentage. This is the most important value to compare because earning and
maintaining a profit is the primary goal of an investor. The maximum drawback of each strategy
was also compared as an indicator of volatility and risk. Graphs and tables of total asset value

were also used to analyze the relative volatility and risk of each strategy.
2.4 Assets Selected
2.4.1 Camping World Holdings, Inc. (CWH)

Camping World Holdings, Inc. is a U.S. corporation specializing in selling recreational

vehicles and camping gear. They are America’s largest retailer of RVs and related products and
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services. Due to the turbulent markets over the past few months, the share value of CWH has
dropped substantially. Despite this, CWH still has very strong fundamentals. Quarterly revenue
growth is above 20%, and operating income is up almost 80% over the last quarter [20]. During
the last quarter, the company repurchased over 2.5 million shares through an aggressive stock
buyback program [21]. Putting all of this together indicates that the stock is extremely

undervalued and is likely to rebound in the near future.
2.4.2 Walt Disney Company (DIS)

The Walt Disney Company is a powerhouse in the entertainment industry. They operate a
wide range of subsidiary media companies including ESPN, Pixar, Marvel, Lucasfilm, ABC
Television, and 20" Century Fox. This being the first summer since the Coronavirus Pandemic
puts Disney on pace to increase its revenue substantially as its parks reopen and as cinemas see
patronage return to pre-Covid levels. Shares of DIS are currently at approximately 50% of their

all-time high. This theoretically creates a great opportunity to purchase the stock at a discount.
2.4.3 VanEck Gold Miners ETF (GDX)

The VanEck Gold Miners ETF is an exchange-traded fund that gives investors exposure
to gold mining companies [22]. It is composed of 53 companies with $12.6 billion in total assets
as of June 1, 2022 [22]. Figure 2.4 displays that the ETF has pulled back approximately 20%

from its April high.
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Figure 2.4: GDX Price Chart (4h Candles)

Comparing GDX with the price of gold in Figure 2.5 reveals that GDX price movements
tend to closely mirror the gold price. Gold is generally viewed as a “safe haven” investment that
often contradicts the market as investors flock to it during economic downturns. Assuming
inflation in the U.S. continues to rise and the current bearish cycle will continue, we would

expect the price of GDX to increase along with the price of gold.
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Chapter 3: Buy and Hold

3.1 Simulation
3.1.1 Week 1 (06/06-06/11)

Going into the first week of the experiment, the market was slightly up from its previous
lows. Both the S&P 500 and the NASDAQ reclaimed about 6% over Wednesday through Friday
as seen in Figure 3.1 and Figure 3.2, bringing an end to seven consecutive weekly declines.
This came after the release of minutes from the Federal Reserve’s latest meeting, which signaled
expectations of more interest rate hikes. These rate hikes would be implemented to curb rising
inflation rates. However, increasing interest rates may also slow economic growth to the point
where the U.S. enters a recession [23]. The personal consumption index (PCE), a key measure of
U.S. inflation, rose by only 0.2% in April. This is the smallest increase in over a year and may

signal that U.S. inflation is slowing.
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Figure 3.1: S&P 500 Index Chart Leading Up to Week 1
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Figure 3.2: NASDAQ Composite Index Leading Up to Week 1
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On Monday, May 30", markets were up for the fourth consecutive day. Therefore, the
decision was made to wait until the next day to enter the three positions in hopes of obtaining a
better entry point. On Tuesday, May 31. markets were down from the previous day, so the
decision was made to purchase the three securities: CWH, DIS, and GDX. This account will be
following a buy-and-hold strategy throughout the four weeks. It will simply rely on the
fundamental analysis conducted previously. Therefore, equal quantities of the three securities
were purchased at market prices. They will be held for the rest of the experiment and then be

sold on the last trading day.

As viewed in Figure 3.3, CWH trended upward throughout the week and closed 3.4%

above the previous week.
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As seen in Figure 3.4, DIS fell sharply throughout the week and closed 8.5% below last

week’s close.
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Figure 3.4: DIS Chart Week 1

-9.24 (-8.50%) -924

uso

115.00

114.00

113.00

112.00

111.00

110.00

109.00

108.00

107.00

106.00

105.00

104.00

103.00

102.00

101.00

100.00

98.00

$7.00

96.00

95.00

94.00

93.00

Figure 3.5 shows the price chart for GDX throughout Week 1. GDX fell at the opening of

the week and then recovered back to neutral on Tuesday, June 7. The security fell lower on

Wednesday and Thursday, followed by a sharp increase on Friday. GDX closed at virtually the

same price it opened the week with.
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Table 3.1 gives a list of all transactions in Week 1. This account was following a buy

and hold strategy, therefore equal amounts of all three securities were purchased on Tuesday,

June 7. These positions were held until the end of the experiment.

Table 3.1: Trading record for Week 1.

Buy/ Net Cost/ Profit/
Time Symbol Qty Total Cash
Sell Price Proceeds Loss
6/6/2022
12:30 $100,000.00
6/7/29923 CWH Buy 1139 ( $ 2630 | $ 29,955.70 $ 70,044.30
o202 | Gpx  |Buy | 1080 | s 3245| $ 3504600 $ 34,998.30
6/7/29935 DIS Buy 324 | $10767 | $ 34,885.08 $ 11322
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Table 3.2 gives a list of all open positions at the end of Week 1. GDX and CWH were
both up slightly, however, the DIS position was down significantly. The “Last Price” is the

closing price at the end of the week.

Table 3.2: Open positions at the end of Week 1.

Symbol Qty 'Ig;/i?:eFi” :; ?isc;[e Profit Asset Value

DIS 324 $ 107.67 | $ 99.40 | ($2,679.48) $ 32,205.60

GDX 1,080 | $ 3245 $ 3247 $21.60 $ 35,067.60

CWH 1,139 $ 2630| $ 26.70 $455.60 $ 30,411.30
Total: ($2,202.28) $ 97,684.50

3.1.2 Week 2 (06/13-06/18)

Week 2 was a significantly volatile week for the stock market. As seen in Figure 3.6, the
NASDAQ opened approximately 3.5% lower than the previous week’s close. On Wednesday,
June 15" the Federal Reserve made the decision to raise interest rates by 0.75%, followed by
another 0.75% hike next month. After the decision, markets reclaimed approximately 4%,
however these gains were lost on Thursday. The market closed 4.75% lower than the previous

week.
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Figure 3.6: NASDAQ Composite Over Week 2

The falling markets and recession fears had a significant impact on the three securities in
the buy and hold strategy. As seen in Figure 3.7, CWH closed 14.39% lower than the previous
week. As seen in Figure 3.8, DIS closed 8.54% below the previous week. Finally, as seen in

Figure 3.9, GDX closed 6.74% lower than the previous week.
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Figure 3.7: CWH Price Throughout Week 2
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Figure 3.9: GDX Price Throughout Week 2

Table 3.3 gives a list of all open positions at the end of Week 2. All three positions were down
significantly. The fundamentals of the three securities were still strong, but the overall market
conditions were driving their prices lower and lower. The hope was that they would rebound,

however a one-month timeframe would possibly be too short to experience this.

Table 3.3: Open positions at the end of Week 2.

Symbol Qty 'S‘;ligce':'" II; ?isge Profit Asset Value
DIS 324 | $ 10767 | $ 9434 | $ (4,318.92) $ 30,566.16
GDX 1,080 $ 3245| $ 3039 | $ (2,224.80) $ 32,821.20
CWH 1139 | $ 26.30| $ 2281 | $ (3,975.11) $ 25,980.59
Total: $ (10,518.83) $ 89,367.95
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3.1.3 Week 3 (06/20-06/25)

Week 3 saw a bit of relief in the market. As seen in Figure 3.10, the S&P 500 gained just
under 6.5% that week. Similarly in Figure 3.11, the NASDAQ gained almost 7%. Many Wall
Street investors maintained that this gain was likely a short bear market rally correcting strongly
oversold conditions [24]. There could have been some additional short-term growth in the

following weeks, however the intermediate and long-term outlooks were still negative.
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Figure 3.10: S&P 500 Index Over Week 3
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Figure 3.11: NASDAQ Composite Over Week 3

Both CWH and DIS appreciated throughout week 3. CWH had a modest gain of about
3.5% as seen in Figure 3.12. DIS also saw a 3.5% gain, driven mostly by a sharp increase on
Friday as shown in Figure 3.13. GDX trended lower throughout the week but also had a sharp
increase on Friday. Overall, GDX traded about 2.25% down from the previous week as seen in

Figure 3.14.
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Figure 3.12 CWH Price Throughout Week 3
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Table 3.4 gives a list of all open positions at the end of Week 3. DIS and CWH were up slightly

from the previous week, and GDX was down slightly from the previous week.

Table 3.4: Open positions at the end of Week 3.

Symbol | Qty Avg Fill Price | Last Price | Profit Asset Value

DIS 324 $ 107.67 $ 9778 | $ (3,204.36) $ 31,680.72

GDX 1,080 $ 3245 $ 2966 | $ (3,013.20) $ 32,032.80

CWH 1,139 $ 26.30 $ 2347 | $ (3,223.37) $ 26,732.33
Total: | S (9,440.93) S 90,445.85

3.1.4 Week 4 (06/27-07/02)

As predicted, the market resumed its bearish trend in Week 4 after the previous week’s
rally. As seen in Figure 3.15, the S&P 500 lost approximately 2.2% this week. Similarly in
Figure 3.16, the NASDAQ lost 4.3%. Recession fears and lack of market confidence would

likely continue to drive the market lower in the coming weeks.
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Figure 3.16: Nasdaq Composite Over Week 4
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All three of the traded securities had negative performance in Week 4. CWH lost almost

7.3% as seen in Figure 3.17. DIS had a more modest decline of about 1.6% shown in Figure

3.18. GDX trended lower throughout the week but experienced a rally on Friday. Overall, GDX

traded about 5.1% lower than the previous week as seen in Figure 3.19.

Sir_Hacksalot published on TradingView.com, Jul 03, 2022 18:44 UTC

-1.54 (-5.73%) 154

2.00 L21.78 C21.93 +0.14 (+0.64%)

1 (3.54%) 81

-2.54 (-10.02%) -254

hi*-lfiu'm

Ma dSE

@

1. 75( 726%) 17? + -

MACD (12, 26, close, 9, EMA, EMA) 0.03 -0.88 -0.9

9 10 3

B TradingView

1 15 16 17 21 2 2 4 7 b 29 30 Jul

Figure 3.17: CWH Over Week 4

usp
26.50
26.00
25.50
25.00
24,50
24,00
23.50
23.00
22.50
| 2153
21.50
21.00
20.50
20.00

19.50

43



Sir_Hacksalot published on TradingView.com, Jul 03, 2022 18:46 UTC

Walt Disney Company (The), 4, NYSE 095.02 H9%6.30 L95.02 C96.18 +1.15 (+1.21%) usD
Vol 219.723K 104,00
Bollinger Bands Strateey (20, 1)

MACD Strategy (12, 26, 9)
103.00

102.00

101.00

: CWH Chart Week 2

3.31 (3.50%) 331

97.00
. L | | == ‘
+ L -1.56 (~1.59%) -156 .
T * ] ﬂ_ 95.00

MacdLE

-2

13 14 15 1% 7 21 2 2 24 27 28 b 30 Jul 5 ]

T
-12.73 (-11.88%) -1273

92.00

MACD (12, 26, close, 9, EMA, EMA) 0.37 -1.06 -1.43

B Tradingview

Figure 3.18: DIS Over Week 4
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Figure 3.19: GDX Over Week 4
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Table 3.5 gives a list of all positions at the end of Week 4 before they were closed

assets dropped in value over week 4.

Table 3.5: Final position summary at the end of Week 4.

. All three

Avg Fill Last
Symbol | Qty Price Price Profit Asset Value
DIS 3241 $ 10767 | $ 96.14 | $ (3,735.72) | $ 31,149.36
GDX 1,080 | $ 3245 $ 28.16 | $ (4,633.20) | $ 30,412.80
CWH 1139 | $ 26,30 | $ 2191 | $ (5000.21) | $ 24,955.49
Total: $(13,369.13) | $ 86,517.65

Table 3.6 gives a list of all transactions in Week 4. To close out the positions in the account

using the buy and hold strategy, all three assets were sold at the end of the trading day on Friday,

July 1%,
Table 3.6: Trading record for Week 4.
) Buy/ Net Cost/ Profit/
Time Symbol Qty ) Total Cash
Sell Price Proceeds Loss

7/1/12595(2) CWH Sell -1139( $ 2191 $ 2495549 | $ (5,000.21) | $ 25,068.71
7/1/12595(2) GDX Sell -1080( $ 2816 $ 3041280 | $ (4,633.20) | $ 5548151
7/1/12595(2) DIS Sell 324 $ 9614 $ 3114936 | $ (3,735.72) | $ 86,630.87
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Chapter 4: Technical Analysis Day Trading

4.1 Assets Selected

The assets selected for this strategy were the same as those selected for the Buy and Hold
strategy: Camping World Holdings, Inc. (CWH), Walt Disney Company (DIS), and VanEck
Gold Miners ETF (GDX). This decision was made to ensure any differences in results were due

to the strategies themselves, not the performance of the assets selected.
4.2  Simulation
4.2.1 Week 1 (06/06-06/11)

As covered in Chapter 3.1.1, the market started Week 1 of the experiment in an upward trend,
which quickly dissipated as the market reverted to its overall bearish trend that had dominated the
previous several weeks. CWH was up at the beginning of the week, which resulted in the MACD line
crossing above the signal line on Tuesday, June 7™ as seen in Figure 4.1. This triggered a long entry into

CWH.
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Figure 4.1: CWH Chart Week 1

Later in the week, the markets resumed their downward trend. Looking at the chart in Figure 4.2
the MACD line crossed below the signal line for DIS on June 8. The Price also fell from the upper

Bollinger band and crossed the SMA. These factors triggered a short entry into DIS.
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Figure 4.2: DIS Chart Week 1

Finally, as seen in Figure 4.3, the MACD line crossed below the signal line for GDX on June 9™,
triggering a long entry into GDX. On June 10", the price rebounded from the lower Bollinger band and
crossed the SMA line. This triggered a reversal of the current short position. So, the short position closed

at a slight loss and reversed into a long position.
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Table 4.1 gives a list of all transactions in Week 1.
Table 4.1: Trading record for Week 1.
. . Net . _
Time Symbol | Buy/Sell | Qty Price Cost/Proceeds Profit/Loss Total Profit Total Cash
6/6/2022
12:30 $  100,000.00
o222 1 cwh | Buy 1100 | $ 2694 | $ 29,634.00 $  70216.00
6/8/2022 Sell
1935 | DIS short -308 | $107.19 [ $ 3301452 $  103,230.52
6/9/2022 Sell
1230 | GPX | dront -1,048 | $ 3147 [ $ 3298056 $  136,211.08
6/10/202 Buy to
51239 | SPX | Cover 1,048 | $ 3243 $ 3398664 | $ (1,00608) | $ (1,006.08) [ $  102,224.44
6/212/22_% GDX | Buy 1,048 | $ 3243 | $ 33.986.64 $  68,237.80
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Table 4.2: Open positions at the end of Week 1.

Last
Symbol Qty Avg Fill Price Price Profit
DIS -308 $ 107.19 | $ 99.40 | $2,399.32
GDX 1,048 $ 3243 | $ 3247 ]$41.92
CWH 1,100 $ 26.94| $ 26.70 | $(264.00)

4.2.2 Week 2 (06/13-06/18)

Week 2 was a volatile week for the stock market. As covered in Chapter 3.1.2, the

market fell sharply at the beginning of the week and then experienced a short-term rebound after

the Federal Reserve announced its rate hike. The market finished the week down approximately

4.75%. This volatility presented a great opportunity to profit from swing trading using the

technical analysis strategy.

CWH fell approximately 5% between Monday, June 13" and Tuesday, June 14". As

seen in Figure 4.4, this caused the MACD line to cross below the signal line, which triggered a

reversal of the current long position into a short position. The long position was closed at a

5.73% loss. The stock continued to fall throughout the week and closed with the new short

position up over 10%.
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Figure 4.4: CWH Chart Week 2

DIS also fell sharply throughout the week. In Figure 4.5, the price did cross below the
lower Bollinger band on Tuesday; however, no action was taken. The MACD line was still
below the signal line, and there was still opportunity for the stock to fall lower. The current short

position was up almost 12% at the end of the week.
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Figure 4.5: DIS Chart Week 2

GDX fell at the beginning of the week, but then rebounded slightly after the Wednesday
Fed decision. No action was taken on GDX that week. As seen in Figure 4.6, GDX closed out the

week with a 6.37% loss on the current long position.
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Figure 4.6: GDX Chart Week 2

Table 4.3 gives a list of all transactions in Week 2. The only trade that was made was a
reversal of the CWH position on Tuesday. This long position was closed at a small loss and an

entry into a short position was executed.

Table 4.3: Trading record for Week 2.

. . . Net . .
Time Symbol Side Qty Price Cost/Proceeds Profit/Loss Total Profit Total Cash
6/14/2022 Sell

10:00 CWH Short 1,100 | $ 2540 | $ 27,940.00 | $ (1,694.00) | $ (2,700.08) | $ 96,177.80
6/14/2022 Sell

10:04 CWH Short -1,180 | $ 2537 | $ 29,936.60 $126,114.40

Table 4.4 gives a list of all open positions at the end of Week 2. The DIS and CWH short

positions are both up slightly. The GDX long position is down slightly.
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Table 4.4: Open positions at the end of Week 2.

Last
Symbol Qty Avg Fill Price Price Profit
DIS -308 $ 107.19 | $ 94.34 | $3,957.80
GDX 1,048 $ 3243 | $ 30.39 | $(2,137.92)
CWH -1,180 $ 2537 | $ 22.81|$3,020.80

4.2.3 Week 3 (06/20-06/25)

As discussed in 3.1.3, Week 3 saw markets make a short-term rally. This market rally
saw GDX and DIS make strong gains throughout the week. This caused a reversal of the short
positions in those assets. GDX trended lower throughout the week, which prompted a reversal of
the long position in GDX.

CWH gained approximately 3.5% throughout the week. On Friday, June 26" the MACD
line crossed above the signal line as seen in Figure 4.7. This prompted a reversal of the current

short position. The CWH short position was closed at a profit and a long position was taken.
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Figure 4.7: CWH Chart Week 3

DIS also gained approximately 3.5% over Week 3. On Thursday, June 24", The MACD
line crossed above the signal line as seen in Figure 4.8. This prompted an exit from the current
short position. On Wednesday, June 23", the DIS short position was closed at a profit. The
decision was made to wait and see if the upward trend would continue before entering a long
position. On Friday, June 24", the trend did continue, so DIS was bought and a long position was

taken.
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Figure 4.8: DIS Chart Week 3

GDX continued to fall throughout the week. On Wednesday, June 22", the MACD line
crossed below the signal line, as seen in Figure 4.9. This prompted the reversal of the current
long position. On Thursday, June 23", the current long position was closed at a slight loss and a
short position was entered. Unfortunately, GDX experienced an approximate 4% gain on Friday,

and the short position was currently down.
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Figure 4.9: GDX Chart Week 3

Table 4.4 gives a list of all transactions in Week 3. Closing the DIS short realized a large profit
and brought the total account profit back into the positive. Closing the GDX long realized a large
loss and pulled the account's total profit back into the negative. Finally, closing the CWH short

also realized some profits. Total profits were $-897.64 at the end of Week 3.

Table 4.5: Trading record for Week 3.

Time Symbol | Buy/Sell | Qty Price ’C\l:gtst/Procee ds Profit/Loss Total Profit | Total Cash

6/22/122%(2) DIS | oWt 308 S 9448 | $ 2000084 | $ 391468 | $ 121460 | ¢ oo
6/23/12293(2) GDX | sell 1048 | § 2884 |8 3022432 | $ (376232) | S@S4T7D) | g 15755008
O3z leox | 3N | 1120 | s 2882 | 5 3227840 s 15048728
6/24/28(?23 DIS Buy 336 | $ 9607 | $  32,279.52 s 12720776
6/24/122%; CWH Egzetf 1180 | $ 2371| $ 2797780 | $ 195880 | $ (588.92) | ¢ gq500 g
ol2A2022 | cwh | Buy 1180 | $ 2371 | $  27,977.80 s 7125216
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Table 4.5 gives a list of all open positions at the end of Week 3. The GDX and CWH positions

were both down slightly. The DIS position was up slightly.

Table 4.6: Open positions at the end of Week 3.

Avg Fill Last
Symbol Qty Price Price Profit
GDX -1,120 $28.82 29.66 | $(940.80)
DIS 336 $ 96.07 97.78 | $574.56
CWH 1,180 $23.71 23.47 | $(283.20)

4.2.4 Week 4 (06/27-07/02)

As discussed in 3.1.4, markets continued downward in Week 4 after the short-term rally

in Week 3. All three assets declined in value over Week 4. This caused a reversal of the short

positions in those assets. GDX trended lower throughout the week, which prompted a reversal of

the long position in GDX.

CWH lost approximately 7.3% throughout the week. On Tuesday, June 28" the MACD

line crossed below the signal line as seen in Figure 4.10. This prompted a reversal of the current

long position. The CWH long position was closed at a loss and a short position was taken. On

Friday, July 1%, the short position was closed at a loss to complete the experiment.
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Figure 4.10: CWH Over Week 4
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DIS also lost approximately 1.6% over Week 4. The MACD line stayed above the signal

line throughout the week as seen in Figure 4.11. No action was taken until Friday, July 1% when

the stock was sold at a small profit to complete the experiment.
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Figure 4.11: DIS Over Week 4
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GDX trended lower over the week but experienced a rally on Friday. The MACD line

stayed below the signal line throughout the week as seen in Figure 4.12. No action was taken

until Friday, July 1%t when the short position was closed at a profit to complete the experiment.
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Table 4.7 gives a list of all transactions in Week 4. The CWH long position was closed on

Tuesday, June 28" at a loss of $-2,548.80. On Friday, July 1%, all open positions were closed to

complete the experiment. The total profit at the end of Week 4 was $-2,799.80.

Table 4.7: Trading record for Week 4.

Net

Time Symbol | Side Qty Price Cost/Proceeds Profit/Loss Total Profit Total Cash
6/28/2022

12:58 | CWH Sell 1,180 | $ 2155| $ 25429.00 | $ (254880) | $ (3137.72) | $ 96,681.16
6/28/2022 Sell

12:58 [ CWH Short -1180 | $ 2155 | § 25,429.00 $ 122,110.16
7/1/2022 Buy to

15:30 | CWH | Cover 1,180 | $ 2191 | $ 2585380 | $  (424.80) | $ (356252 | $ 96,256.36
7/1/2022

15:30 | DIS Sell 336 [ $ 9614 $ 32,303.04 | $ 2352 | $ (3,539.00) | $ 128,559.40
7/1/2022 Buy to

15:30 | GDX Cover 1120 | $ 2816 | $ 31,359.20 | $ 739.20 | $ (2,799.80) | $ 97,200.20
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Chapter 5: Analysis and Results

5.1 Analysis of Overall Strategy Performance
5.1.1 Buy and Hold

The value of the account following the buy and hold strategy started at $100,000 and
ended at $86,630.87. The account lost 13.37% over the four-week experiment. All three held

stocks lost value over the duration of the experiment.

Figure 5.1 shows the performance of CWH throughout the experiment. The asset trended
lower throughout the experiment, with small rallies in Week 3 and at the end of Week 4. The

asset lost 18.52% over the period it was held for.

Figure 5.2 shows the performance of DIS throughout the experiment. This asset also
trended lower throughout the four weeks it was held and experienced similar rallies in weeks 3

and 4. DIS lost 9.93% over the period it was held.

Figure 5.3 shows the performance of GDX throughout the experiment. The fund also
followed a downward trend over the four weeks. It experienced a rally at the end of Week 1 and

the end of Week 4. GDX lost 12.67% over the period it was held.
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5.1.2 Technical Analysis Day Trading

The value of the account following a technical analysis-based day trading strategy started
at $100,000 and ended at $97,200.22. The account lost 2.8% over the four-week experiment. All

three traded stocks lost value over the duration of the experiment.

Figure 5.4 shows the performance of CWH throughout the experiment as well as the
trades made on the asset. The account lost on the first long position on this stock but made a
large profit in the following short position in Week 2. At the beginning of Week 3, a long
position was taken and then later reversed into a short, at a loss. The final short position was

closed at a loss.

Figure 5.5 shows the performance of DIS throughout the experiment as well as the trades
made on the asset. The first short position on this stock performed very well as the stock trended

lower. In Week 2, the long position was reversed into a short position. This short position was
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reversed into a long position at a profit at the end of Week 3. In Week 4, the long position was
reversed again into another short position at a loss. This short was closed halfway through Week
3 at an approximate 12% profit. At the end of Week 3, a long position was taken. This long

position was closed at an approximate 1.6% loss at the end of the experiment.

Figure 5.6 shows the performance of GDX throughout the experiment as well as the
trades made on the fund. The first short position was reversed into a long at a 3.5% loss at the
end of Week 1 after the fund experienced a rally. This long position performed poorly as the
fund lost value over the next weeks. At the end of Week 3, the long position was reversed into a

short position at a 10% loss. The short position was closed at a 2.34% profit at the end of the
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5.1.3 Market Performance

By analyzing the performance of the stock market over the four-week experiment, a
baseline can be established to compare against the two strategies. As seen in Figure 5.7, the
NASDAQ 100 Index trended lower in Week 1 and Week 2. Week 3 was characterized by a large
recovery while markets trended lower once again in Week 4. The NASDAQ 100 Index lost about
9.1% by the end of the experiment. If $100,000 were invested into a portfolio mimicking the
NASDAQ 100, the final value would be approximately $91,152 at the end of the experiment.

As seen in figure 5.8, the S&P 500 had a very similar performance to the NASDAQ 100
throughout the four-week trading period. The index trended lower in weeks 1 and 2, followed by
a recovery in Week 3. In Week 4, the S&P resumed its bearish trend and finished out the week
down about 7.9% from the beginning of the experiment. If $100,000 were invested into a
portfolio mimicking the NASDAQ 100, the final value would be approximately $92,748 at the

end of the experiment.
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5.2 Comparative Analysis

Looking at the strategies in comparison to one another gives valuable insight into the
performance of the strategies. Comparing them against market performance also provides useful
information. Figure 5.9 depicts a graph of the total account value of the TA strategy and Buy and
Hold strategy by day. The S&P 500 Index and NASDAQ 100 Index were also graphed. To get
data for the indexes, backtests were simulated in which $100,000 of each index value was
purchased at the beginning of the experiment. In reality, indexes such as the S&P 500 cannot be
traded and merely serve as indicators, however, simulating the purchase of the indexes with
$100,000 in initial value scales the indexes such that they start at the same value as the two

strategies used in the experiment.

As seen in Figure 5.9, both strategies initially outperformed the market indexes in Week
1 and Week 2. In Week 3 and Week 4 the Buy and Hold strategy underperformed the market.
The TA Strategy outperformed the market throughout the experiment. The Buy and Hold
strategy also had the largest maximum drawback at $15,129, whereas the maximum drawback of

the TA strategy was only $3316.
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Chapter 6: Conclusion

The primary goal of this research was to develop an understanding of the stock market
while conducting an experiment to determine the differences and viabilities of investment
strategies. This goal was achieved in that a broad overview of the stock market was researched,
and insight was gained into the history of the stock market, market influences, indexes and
market indicators, and fundamental and technical analysis of individual stocks, and the market as
a whole. This knowledge was used to choose two investing strategies, select three securities to
trade using these strategies, and then perform a meaningful evaluation of the results of the
experiment.

Although both trading strategies ended the experiment at a loss, there was still valuable
information to be learned from the experiment and distinctions to be made between the
strategies. The technical analysis strategy outperformed both the buy and hold strategy and the
general market by a substantial margin. This was notable, as it is a common belief that buying
and holding, or other passive strategies, are generally safer and more reliable in the long term. As
the research reveals, using a more active approach was much more successful in this case. This
indicates that an active strategy may be more favorable than a passive strategy in bearish market
conditions such as those encountered throughout the experiment period.

Historical research reveals that buying and holding generally does perform well in the
long term. If this trading simulation were run over a much longer timeframe, the buy and hold
method would likely outperform the more active strategy. Thus, if an asset has good fundamental
value, it is often more advantageous to hold the asset, as it is exceedingly hard to predict market
movements in the short term, while in the long term, the U.S. stock market trajectory is always

upward.
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