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Abstract 

You need tactics that are connected to stock market research throughout the trading and investment era 

if you want to acquire an edge. Two techniques are technical analysis and fundamental analysis. Both 

methods are covered in this paper. Goals, operating procedures, time ranges, tools, and methods of 

execution are only a few of the distinctions between technical and fundamental analysis. Each analysis 

has unique advantages and disadvantages as a result of these changes. The two studies might be 

combined and used in a complimentary way to maximise their advantages. To make wise investing 

selections, it is advised that investors combine the two methods. 
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Introduction 

Every developing economy, nation, or society in the twenty-first century depends largely on 

its stock market and market economies, with the financial market acting as the pivot (Nti et 

al., 2019) [6]. Therefore, it is crucial and essential to thoroughly research and educate yourself 

on the financial market. Financial markets are difficult to predict because of a variety of 

unknowns, including general economic conditions, social issues, and political developments 

on both the national and international levels. In a stock market, where the price of shares is 

referred to as the "share price" or "stock price," investors can trade stocks (also known as 

equity) and other financial instruments of publicly traded corporations (Wanjawa & 

Muchemi, 2014) [8]. 

Fundamental analysis is used to establish a share's true intrinsic value in order to spot 

opportunities when that value diverges from its current market price. To achieve this, 

fundamental analysis investigates underlying economic principles. 

The primary sources for these fundamentals are the company's financial records and reports 

on important macroeconomic indices and determinants. The notion that these factors have a 

delayed influence on share prices is the cornerstone of fundamental analysis. 

The fundamental analysis forecasts future stock prices by taking into account the company's 

financial position, the performance of its employees, the board of directors, the company's 

yearly report, balance sheets, income reports, terrestrial and climatic factors like natural 

disasters, and political information (Tsai & Hsiao, 2010) [7] 

Fundamental analysis is the study of the fundamental variables that affect how well the 

economy, various economic sectors, and enterprises are doing. The main goal of most 

analysis is to forecast price movement and profit from it. 

In order to ascertain an asset's inherent worth, a process known as fundamental analysis 

examines related economic, financial, and other qualitative and quantitative variables. 

Fundamental analysts make an attempt to investigate all potential impacts on a security's 

value, including both general macroeconomic issues and company-specific qualities (such as 

their management and financial standing) (Campus & Road, 2013) [2]. 

Using data on that share's prior performance, technical analysis is performed to forecast the 

future market price of that share. Technical analysis aims to forecast a share's future price 

movements and changes by taking into consideration the shares past price changes.  
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Using technical analysis, you can find the best times to buy 

and sell stocks by assuming that patterns in stock price 

movements repeat themselves (Jordanoski, 2016) [4]. 

Technical analysis is a trading approach that analyses 

statistical trends in trade data, such as volume and price, to 

assess investments and identify trading opportunities.  

 

Method of working 

The goal of fundamental analysis is to predict a share's 

future value using a variety of economic facts. The analysis 

includes researching the company, the industry in which it 

competes, and the economy as a whole. The fundamental 

tenet of this research is that while the share price does not 

currently reflect its value, it will eventually catch up in the 

long run. By purchasing shares at a discount to their actual 

worth or selling them at a premium over those values, you 

can profit. 

In this technique, before going to invest in stock of any 

company, investors should understand the company in 

which they want to invest. They should understand about the 

company, its management, its promoters, etc. Investors 

should analyse the companies’ balance sheet, profit and loss 

statement, operating cost, revenue, expenses etc. Investors 

should analyse the debt condition of company. Fundamental 

analysis is the most effective technique if investors want to 

invest for long term. 

The primary goal of fundamental analysis is to establish an 

asset's genuine market worth. Whoever conducts the 

analysis should take into account the company's general 

performance, its financial statements, and all recent 

company news. He should draw the conclusion that the 

market properly incorporated all of the information into the 

share price based on all of that.  

Fundamental analysis frequently has a long-term time 

horizon. By using the fundamental research method, 

investors should be prepared to wait a considerable amount 

of time until a company's intrinsic worth is represented in 

the stock market. Long-term investing is emphasized in 

fundamental analysis. 

When examining equities, fundamental analysis looks over a 

wider time frame than technical analysis. Fundamental 

analysis spans periods of several years, whereas technical 

analysis employs very short time frames, such as days, 

weeks, or months. 

Consequently, it suggests that investors who want to choose 

stocks whose value will rise over the course of several years 

utilise fundamental analysis. They think that if they have 

chosen the right stocks, their price will eventually increase, 

even if it takes a while. In contrast, the technicians are 

searching for stocks that they can trade immediately, that is, 

equities whose values will vary significantly in the next few 

days or weeks. Diverse time frames are used in their studies 

due to the different investment strategies used by 

fundamental and technical analysts. 

Many well known stock market investors including Warren 

Buffet, Peter Lynch employ fundamental research to find 

and choose potential winner. The goal of technical analysis 

is to forecast future share prices. It simply discusses the 

changes in share price rather than all potential economic 

influences. Furthermore, the technical analyst is primarily 

interested in the price patterns produced by supply and 

demand and the insights that can be drawn from them, not 

the actual value of the share. The goal of technical analysis 

is to predict stock price movements in order to identify ideal 

times to buy and sell equities. (Beyaz et al., 2019) [1] 

Time Frame 

Fundamental analysis frequently has a long-term time 

horizon. By using the fundamental research method, 

investors should be prepared to wait a considerable amount 

of time until a company's intrinsic worth is represented in 

the stock market. Long-term investing is emphasized in 

fundamental analysis. 

When examining equities, fundamental analysis looks over a 

wider time frame than technical analysis. Fundamental 

analysis spans periods of several years, whereas technical 

analysis employs very short time frames, such as days, 

weeks, or months. 

Consequently, it suggests that investors who want to choose 

stocks whose value will rise over the course of several years 

utilise fundamental analysis. They think that if they have 

chosen the right stocks, their price will eventually increase, 

even if it takes a while. In contrast, the technicians are 

searching for stocks that they can trade immediately, that is, 

equities whose values will vary significantly in the next few 

days or weeks. Diverse time frames are used in their studies 

due to the different investment strategies used by 

fundamental and technical analysts. 

The investors who employ fundamental analysis uses 

different investment strategies and who employ technical 

analysis lead to various time frame in their assessment. To 

determine the worth of an investment fundamental analysis 

examines publically available financial data. The 

information appears on financial document like quarterly 

and annual reports. 

 

Investing vs. Trading 

The duration disinct between fundamental analysis and 

technical analysis can be evident in both their approaches- 

short term and long term and their goals. In general, 

technical analysis is used for trading, whereas fundamnetal 

analysis is used for financial planning. Fundamental analyst 

use both past and present data. Technical analyst uses past 

data. The fundamental analyst typically works with 

unstructured data, which is a difficult challenge (Zhang et 

al., 2011) [9]. When determining the stock price and making 

trading decisions, technical analysis looks at a company's 

previous stock prices and trade volume data (Beyaz et al., 

2019) [1]. To analyse historical trends and forecast future 

price movements, technical analysts have created tools and 

methodologies. Technical analysis is essentially a market-

focused study. Technical analysts research the technical 

traits that could be anticipated at market turning points and 

their unbiased evaluation (Campus & Road, 2013) [2]. 

 

Tools of Trade 

By examining the income statements, balance sheets, and ca

sh flow statements, the fundamental analyst determines the i

ntrinsic value of the stock.The investment decision  

logic in this strategy is straightforward: if the stock trades fo

r less than its estimated intrinsic value, it represents a profita

ble investment (Jordanoski, 2016) [4]. Fundamental analyst 

use revenue expenditure, assets, liabilities, industry and 

socio economic factors. While technical analyst use charts, 

trends and pattern, moving average, EMA etc (Liu et al., 

2015) [5]. Typically, two methods are used by technical 

analysis to assess stock prices. The first technical analysis 

method studies stock price movement using charts. Another 

method that uses computations or mathematical equations to 

examine trading decisions is the use of technical indicators 

(Chavarnakul & Enke, 2008) [3]. 
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Strength and Drawback of fundamental and technical 

analysis 

Fundamental analysis' first benefit is that it considers actual 

economic and market elements when determining a stock's 

worth. By using fundamental analysis, you may assess if 

stock prices are reasonable given the current state of the 

economy by looking at patterns in the economy, business 

sectors, and firms. You start by looking at the economic 

forecast to see which industry groups are most likely to 

profit. 

The top companies in a stagnant or declining industry are 

not likely to be the best choices, therefore understanding the 

group is just as crucial as choosing the leaders of the 

industry. The investigation is concluded by examining the 

business strategy, management, and important statistics of 

the leaders in the emerging industries. Fundamental analysis' 

primary drawback is how time-consuming it is. You are 

unable to swiftly locate and comprehend the knowledge 

required to make sensible stock selections. Your 

assessments and concept of fair worth are both arbitrary. To 

analyse various industrial groups, you might need to utilise 

several criteria, which will take time. 

In contrast to technical analysis, which typically only 

reveals short-term patterns and possibilities, a fundamental 

approach will showcase businesses deserving of longer-term 

investment. If you're willing to be patient and would rather 

avoid recurring dealing fees, then this might be more your 

style. You can find companies whose stock price 

undervalues (or overvalues) their true value by performing a 

thorough fundamental examination. Value investing, which 

involves making investments in businesses like these, has 

been endorsed by several of the top investors in the world, 

including Warren Buffett. 

Although technical analysis is a powerful tool for timing 

buys and sells, it is not very useful for determining the true 

value of a stock, unlike fundamental research. The 

fundamentals of a company's operations are not taken into 

account by technical analysis, which can present a risk over 

longer time horizons. Fundamental analysis's biggest 

drawback is that it takes a lot of time. The knowledge 

required to make informed stock selections cannot be found 

and absorbed fast. 

Both your assessments and how you define fair value are 

subjective. It could take some time and effort to evaluate 

various industrial groups using various criteria. 

Technical analysis has many benefits, including its 

straightforward logic and use. This is demonstrated by the 

fact that it simply employs price and volume trading data to 

project future prices, completely ignoring any economic, 

market, technological, and other aspects that can have an 

impact on the business and the sector. The technical analyst 

makes his trading selections based on the idea that a specific 

pattern in the price movement of the stock will repeat itself 

in the future when it emerges. 

The availability of several computer tools and applications 

that make the analysis easier is the second benefit of 

technical analysis. In contrast to fundamental analysis, 

where certain aspects, such the company's potential for 

future growth and the position in the industry and branch, 

are not easily investigated. The technical analysis's primary 

flaw is that it lacks academic or scientific support and 

cannot be justified by any valid reasons. (Jordanoski, 2016) 

[4] 

 

Criticism toward Fundamental and Technical Analysis 

Fundamental analysis and technical analysis are two popular 

methods of stock market analysis, but each approach has its 

own set of criticisms. 

Fundamental analysis is criticized for being too subjective 

and for failing to accurately predict stock prices in the short-

term. This approach relies on the analysis of financial and 

economic data, such as a company's financial statements and 

macroeconomic indicators, to make investment decisions. 

However, it can be difficult to accurately predict the future 

performance of a company based solely on its past financial 

performance. Additionally, individual investors may have 

different interpretations of the same data, leading to 

inconsistencies in their analysis. 

Technical analysis, on the other hand, is criticized for being 

too reliant on historical data and for ignoring important 

fundamental factors. This approach looks at charts and 

patterns in a stock's price and volume to identify buying and 

selling opportunities. While technical analysis can be 

effective in identifying trends and patterns in the short-term, 

it does not take into account factors such as changes in a 

company's management or market conditions, which can 

have a significant impact on a stock's performance. 

 

Conclusion 

We have shown that there are significant differences 

between fundamental and technical analysis, ranging from 

the foundational ideas upon which they are built to the 

techniques employed and the purpose they serve. These 

distinctions highlight how fundamental and technical 

analysis is fundamentally two different approaches to 

choosing between investments. The observed variations, 

though, don't necessarily prove that fundamental and 

technical analyses produce different investment outcomes. 

In actuality, the benefits and drawbacks of each analysis can 

be mixed to get the best outcomes. 

In conclusion, while both fundamental and technical 

analysis has their own strengths and weaknesses, it is 

recommended that investors use a combination of both 

approaches to make informed investment decisions. 

 

References 

1. Beyaz E, Tekiner F, Zeng XJ, Keane J. Comparing 

Technical and Fundamental Indicators in Stock Price 

Forecasting. Proceedings - 20th International 

Conference on High Performance Computing and 

Communications, 16th International Conference on 

Smart City and 4th International Conference on Data 

Science and Systems, HPCC/SmartCity/DSS 2018-

2019, 1607-1613.  

https://doi.org/10.1109/HPCC/SmartCity/DSS.2018.00

262 

2. Campus BS, Road H. A study on fundamental and 

technical analysis. 2013;2(5):44-59. 

3. Chavarnakul T, Enke D. Intelligent technical analysis 

based equivolume charting for stock trading using 

neural networks. Expert Systems with Applications. 

2008;34(2):1004-1017. 

https://doi.org/10.1016/j.eswa.2006.10.028 

4. Jordanoski I. Comparative Analysis between the 

Fundamental and Technical Analysis of Stocks. 

2016;4(2):26-31. 

https://www.allresearchjournal.com/


 

~ 4 ~ 

International Journal of Applied Research https://www.allresearchjournal.com  
 

5. Liu L, Wu J, Li P, Li Q. A social-media-based approach 

to predicting stock comovement. Expert Systems with 

Applications. 2015;42(8):3893-3901.  

https://doi.org/10.1016/j.eswa.2014.12.049 

6. Nti IK, Felix A, Benjamin A, Weyori A. A systematic 

review of fundamental and technical analysis of stock 

market predictions. In Artificial Intelligence Review 

(Issue 0123456789). Springer Netherlands, 2019. 

https://doi.org/10.1007/s10462-019-09754-z 

7. Tsai CF, Hsiao YC. Combining multiple feature 

selection methods for stock prediction: Union, 

intersection, and multi-intersection approaches. 

Decision Support Systems. 2010;50(1):258-269. 

8. Wanjawa BW, Muchemi L. ANN Model to Predict 

Stock Prices at Stock Exchange Markets. 2014, 1-23. 

http://arxiv.org/abs/1502.06434 

9. Zhang X, Fuehres H, Gloor PA. Predicting Stock 

Market Indicators Through Twitter I hope it is not as 

bad as I fear. Procedia - Social and Behavioral 

Sciences. 2011;26(2007):55-62. 

https://doi.org/10.1016/j.sbspro.2011.10.562 

 

https://www.allresearchjournal.com/

