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R #38
Which of the following statements regarding moving average crossovers is CORRECT?

e A The first crossover in a triple crossover system during an upside reversal is when the shortest-term moving average crosses
above both of the other two averages

¢ B. Ina triple crossover trading system buying is signaled when the shortest term moving average crosses over both of the
other moving averages

¢ C. Once a moving average system is optimized, it should be used for trading all markets

e D. Itis considered bearish when a short term moving average crosses above a longer term moving average
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Detailed Explanation:

In a triple crossover system (e.g., 4-9-18 day), the trend reversal signal sequence begins when the fastest line (shortest term) reacts
first. The first valid crossover signal occurs when the shortest-term moving average crosses above both of the slower averages27.

il /8 #39
To INCREASE the sensitivity ofa 5 x 3 point and figure chart, one would:

A.Both A and C

B. Increase the number of boxes needed for a reversal
C. Increase the box size

D. Decrease the box size
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Detailed Explanation:

Sensitivity in P&F charts refers to how quickly the chart reacts to price changes.

* Decreasing the box sizemeans smaller price moves are recorded, making the chart more sensitive to minor fluctuations.
* Increasing the box size or reversal amount filters out more noise, making itlesssensitive.

FIRE #40
When data points are scattered:

A. Accuracy increases

B. Sensitivity increases

C. Standard deviation reduces
D. Standard deviation increases
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Detailed Explanation:

Standard deviation measures dispersion from the mean. If data points are "scattered" (far apart from each other and the average),
the dispersion is high, meaning the standard deviation increases.

FIRE #41
A method to improve a trading system utilizing band penetrations as trading signals, which is giving too many unprofitable trade
signals, is to utilize:

A. A wider range of price movement

B. A narrower range of price movement
C. A shorter time horizon

D. Stop loss orders
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Detailed Explanation:

If'a band system (like Bollinger Bands) is generating too many false signals (whipsaws), it typically means the bands are too narrow
or sensitive to noise. By using a wider range of price movement (e.g., increasing the standard deviation setting from 2.0 to 2.5 or the
lookback period), you filter out minor fluctuations and only trigger signals on more significant moves|1.
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Which of'the following types of moving averages drops off an old data point when a new one is added?

¢ A. Exponential moving average
¢ B. Weighted moving average
e C. Simple moving average

¢ D. Triangular moving average
ER: C
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Detailed Explanation:

A Simple Moving Average (SMA) is a rolling calculation. As a new day's price is added to the calculation, the oldest price (from N
days ago) is dropped off to maintain the fixed period length.89
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