
313- Technical Analysis of Financial Markets 

1. What does the concept "Price discounts everything" imply in 
technical analysis? 

A) Price movements are random 

B) Past price movements reflect all known information 

C) Future price movements are predictable 

D) Prices are set by market sentiment 

Answer: B) Past price movements reflect all known information 

2. According to technical analysis, are price movements completely 
random? 

A) Yes 

B) No, they follow a specific pattern 

C) No, they are influenced by fundamental analysis 

D) It depends on the market conditions 

Answer: B) No, they follow a specific pattern 

3. What are some weaknesses of technical analysis? 

A) Ignoring fundamental factors 

B) Subjectivity in chart interpretation 

C) Overemphasis on historical data 

D) All of the above 

Answer: D) All of the above 



4. What is the importance of Dow Theory in technical analysis? 

A) It provides principles for analyzing price movements 

B) It emphasizes the importance of volume in trading 

C) It predicts future market trends accurately 

D) It focuses on fundamental analysis 

Answer: A) It provides principles for analyzing price movements 

5. Which chart pattern indicates a bullish trend reversal? 

A) Head and Shoulders formation 

B) Doji candlestick pattern 

C) Piercing pattern 

D) Rectangle formation 

Answer: C) Piercing pattern 

6. What type of chart is used to represent price movements over 
time with individual data points connected by lines? 

A) Bar chart 

B) Line chart 

C) Candlestick chart 

D) Point and Figure chart 

Answer: B) Line chart 

 

 



7. What does a Doji candlestick pattern indicate? 

A) Bullish reversal 

B) Bearish reversal 

C) Indecision in the market 

D) Strong buying pressure 

Answer: C) Indecision in the market 

8. Which pattern is characterized by a small body with a long upper 
shadow and little to no lower shadow, indicating potential bullish 
reversal? 

A) Hanging Man 

B) Inverse Hammer 

C) Evening Star 

D) Morning Star 

Answer: B) Inverse Hammer 

9. What is the significance of support and resistance levels in 
technical analysis? 

A) They indicate potential entry and exit points 

B) They represent psychological barriers in the market 

C) They determine the trend direction 

D) All of the above 

Answer: D) All of the above 

 



10. What is the Relative Strength Index (RSI) used for? 

A) Identifying overbought or oversold conditions 

B) Calculating the average price over a specific period 

C) Measuring the momentum of price movements 

D) Analyzing volume and open interest 

Answer: A) Identifying overbought or oversold conditions 

11. How is the Moving Average Convergence Divergence (MACD) 
calculated? 

A) Difference between two exponential moving averages 

B) Ratio of high to low prices 

C) Percentage change in price over a specific period 

D) Rate of change of price over time 

Answer: A) Difference between two exponential moving averages 

12. What does Volume Weighted Average Price (VWAP) indicate? 

A) The average price weighted by trading volume 

B) The highest price reached during a trading session 

C) The closing price adjusted for volume 

D) The average price over a specific time period 

Answer: A) The average price weighted by trading volume 

 

 



13. What is the primary focus of day trading? 

A) Long-term investment 

B) Short-term price fluctuations 

C) Fundamental analysis 

D) Market sentiment 

Answer: B) Short-term price fluctuations 

14. What is the fundamental concept of Elliott Wave Theory? 

A) Market trends move in cycles of five waves 

B) Market trends are random and unpredictable 

C) Market trends are influenced by external factors 

D) Market trends follow a linear pattern 

Answer: A) Market trends move in cycles of five waves 

15. What is a momentum trading strategy based on? 

A) Fundamental analysis 

B) Market sentiment 

C) Price trends 

D) Economic indicators 

Answer: C) Price trends 

16. What is the purpose of using a stop-loss order in trading? 

A) To maximize profits 

B) To minimize losses 



C) To lock in gains 

D) To increase trading volume 

Answer: B) To minimize losses 

17. According to risk management principles, what should traders 
analyze before entering a trade? 

A) Potential profit only 

B) Potential risk only 

C) Reward-risk ratio 

D) Market sentiment 

Answer: C) Reward-risk ratio 

18. What qualities are essential for a successful trader? 

A) Emotional discipline and patience 

B) Technical analysis skills only 

C) Large capital investment 

D) Market manipulation tactics 

Answer: A) Emotional discipline and patience 

19. What does the Efficient Market Theory suggest? 

A) Market prices reflect all available information 

B) Market prices are random and unpredictable 

C) Market prices are manipulated by large investors 

D) Market prices are influenced by government policies 



Answer: A) Market prices reflect all available information 

20. What is the significance of discipline in trading? 

A) It ensures consistent profitability 

B) It guarantees high returns 

C) It eliminates the need for risk management 

D) It increases trading volume 

Answer: A) It ensures consistent profitability 

 

 

 

 


