INTRODUCTION TO SPECULATION & TECHNICAL ANALYSIS
A. 1. The ascending triangle usually points to a breakout on the:   Answer = B

B. Downside

C. Upside

D. Sideways

E. None of the above

2. The head and shoulders formation is one of the most reliable patterns indicating a major reversal in the market direction.   True.

A. 3. The descending triangle usually points to a breakout on the:   Answer = A

B. Downside

C. Upside

D. Sideways

E. None of the above

4. The reverse head and shoulders (or inverted head and shoulders) is one of the most reliable patterns of a major reversal in the market.   True.

A. 5. After a number of market sessions have been recorded on a bar chart, the chartist begins to look for certain formations.  The most significant is:  Answer = C

B. Flags

C. Double top

D. Trend line

E. Rounded top

A. 6. "Support" refers to:   Answer = D

B. A region from which a market can always be expected to rally

C. An automatic "buy" point

D. An area where supply can be expected to develop

E. An area of potential demand

A. 7. Which of the charts below is considered a reversal chart?    Answer = C

B. Bar

C. Line

D. Point & figure

E. Moving average

8. An overbought condition means more short positions than indicated by the visible supplies.  False.

9. An oversold condition means more short positions than indicated by the visible supplies.  False.

10. Rounded tops and bottoms are usually reliable indicators of a downtrend and uptrend respectively.   True.

11. Resistance refers to the market rallying, and falling back, from the same general area.   True.

12. When a market trades in a narrow range for a period of time, it is said to be a consolidating market.   True.

A. 13. A price are where small upward moves are met by large amounts of selling and small downward moves are met by large amounts of buying:  Answer = C

B. Resistance area

C. Support area

D. Congestion area

E. Churning area

A. 14. The high price and low price of the day are connected by a vertical line with a short horizon line drawn through the closing price of the day is:   Answer = C

B. Point and figure chart

C. Moving average chart

D. Bar chart

E. Line chart

A. 15. Point and figure charts are used to:   Answer = A

B. Smooth price fluctuations

C. Simply show daily price ranges

D. Predict prices

E. None of the above

16. A liquidating market is one involving many positions being offset.   True.

17. Moving average charts indicate a "delayed" and smooth price fluctuation.   True.

18. A double top or bottom formation are fairly reliable price reversal patterns.  True.

19. In a given month, the open interest is the sum of contracts bought and sold.   False.

A. 20. What determines the efficiency of a market?   Answer = B

B. The number of open contracts

C. The number of traders

D. The contract details

E. All of the above

21. Selling pressure is when more seller than buyers cause prices to decline or when sellers are more aggressive than buyers.   True.

22. Congestion zones are sideways price movements within a trading range, without a discernible up or down price trend.   True.

23. Resistance level is a price area where prices may be expected to stop.  It is usually related to an advancing market.   True.

24. Support area is a price area where increased offerings will probably be made.   False.

A. 25. A "liquidating market" is generally characterized by:  Answer = A

B. Longs selling holdings and open interest declining

C. Stop orders being touched

D. Short covering

E. Rising open interest

26. Open interest is the total of longs and shorts and cannot expand more than the available supply of the commodity.   False.

27. Sharp prices increases with increasing open interest is indicative of aggressive short selling.   False.

28. A "pure fundamentalist" is interested in open interest figures.   False

29. A gradual increase in volume during an uptrend often suggests a further rise in prices.   True.

30. Chartists tend to look for seasonal cycles.   False

31. Volume is the number of trades in all futures contracts, for a particular commodity, on a given day, on any given exchange.   True.

32. Rising volume and open interest with higher prices would have bullish connotations.  True.

A. 33. Increasing open interest with declining volume and a price increase would indicate:   Answer = B

B. A strong bull market

C. No clear direction

D. A weak bull market

E. A weak bear market

A. 34. Decreasing open interest, decreasing volume, lower prices would indicate:   Answer = C

B. A strong bull market

C. A strong bear market

D. A weak bear market

E. A weak bull market

35. An oscillator is the difference between two moving averages.   True.

36. Trend following programs function effectively in sideways markets.   False.

37. The "theory of contrary opinion" holds that, when the vast majority of market analysts are either bullish or bearish, the market reverses.   True.

38. Open interest has more influence on openings in markets when those statistics are released prior to the opening.   True.

39. Declining open interest in a spot month is uncommon.   False

A. 40. Charts are frequently used by these professionals:   Answer = C

B. Hedgers

C. Fundamentalists

D. Hedgers and speculators

E. Speculators

A. 41. Technicians say that:   Answer = D

B. Trends have systematic tendencies

C. Price charts reflect shifts in market psychology

D. All factors are being reflected in the market's behavior

E. All of the above

A. 42. Bar charts are used to:   Answer = C

B. Analyze fundamentals

C. Predict future price movement

D. Record trading patterns from one period to the next

E. Determine the count

A. 43. Technical analysis:   Answer = D

B. Is not a substitute for sound judgment

C. Deals in probabilities, not certainties

D. Is an art, not a science

E. All of the above

A. 44. Proponents of technical price analysis argue:   Answer = A

B. That actual supply and demand market conditions are revealed in the price movement itself

C. Point and figure analysis is clearly superior to other charting methods

D. That a combination of chart and fundamental analysis is best

E. That charts are useful as a record of previous historical price movements

A. 45. The conventional way to initiate trades in a head and shoulders formation is to:   Answer = A

B. Enter the market immediately on a penetration of the neckline

C. Initiate trades after prices break the neckline and then make a classic return movement to the breakout point.

D. Calculate the end of the second shoulder and enter the market as it is being formed

E. Employ trend analysis as the second shoulder is being formed and initiate trades when the trendline is penetrated.

A. 46. Volume and open interest:   Answer = C

B. Are two additional technical factors which rise and fall in direct relation to each other

C. Are two additional technical factors which always increase in price uptrends and decrease during downtrends

D. Are two additional technical factors which are useful in helping in the analysis of market trends

A. 47. Round or saucer formations are easy to trade because:   Answer = A

B. They indicate a gradual reversal of a trend

C. The scalloping or rounding action itself is one of the more reliable indicators of a price change

D. Their breakouts tend to signal the beginning of a trend with few "false" moves

E. Their vertical line chart measurement from top to bottom of the formation furnishes good price objectives

48. Moving averages give profitable signals during a congestion phase:   False.

