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 Introduction  

1.1 Technical Analysis: Stock market is a 

very giant market, many factors affects 

stock market and share prices of different 

listed companies. It is quite difficult to 

predict future share prices, still future price 

suggestion can be generated by some 

techniques. Technical analysis is one kind 

of technique which works on the basis of 

past share prices and investor’s reaction on 

it. It means technical analysis mainly 

depend on investor’s psychology and it is 

measured in terms of number with the help 

of some statistical tools. Dow Theory 

remains the foundation of much of what 

we know today as technical analysis. 

Technical analysis is just based on past 

data so it was widely accepted worldwide 

in different markets also like foreign  

 

 

Exchange market, commodity market, 

derivative market etc. 

Technical analysis is based on the 

following assumptions. 

 The market discounts everything  

 Prices move in trends 

 History tend to repeat itself 

Technical analysis is bunch of various 

tools and chart pattern which must be 

identifying from past share prices charts 

and suggest future movements. Trends, 

chart & pattern, resistance & support, 

moving averages, MACD and RSI are the 

most common and well known tools and 

indicators used in technical analysis. Here 

MACD is moving average convergence 

divergence. The idea behind this 

momentum indicator is to measure the 

The main purpose of this research paper is to understand the trend and pattern of selected auto shares listed on 

stock exchange. The stock prices are also forecasted using technical indicators It is a study of past share prices 

and prediction of future share prices on the basis of technical tools. Study is based on various technical 

indicators, moving averages, oscillators and other technical tools. These tools were applied on the basis of 

weekly chart for last three years. Nifty auto index and four auto companies are considered for technical 

analysis. Study concludes with bullish view on auto sector and buying recommendation in Maruti and Bajaj 

auto for long term investors with 2-3 years view. On other hand investors can wait for right levels to initiate the 

buying in Mahindra & Mahindra and Hero Moto Corp. 
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short term momentum compared to longer 

term momentum to help signal the 

direction of momentum, 

MACD = short term moving average – 

longer term moving average 

RSI is a momentum oscillator that 

measures the speed and change of price 

movement. It indicates the overbought and 

oversold condition in a security; 

𝑅𝑆𝐼 = 100 −  
100

1 +  
𝑈
𝐷

 

Where, 

  U = an average of upward price 

change 

 D = an average of downward price 

change 

1.2 Nifty Auto 

As graph shows Nifty auto has performed 

well since 2004 and it is in clear uptrend, 

however recently the whole auto sector has 

witnessed sharp correction from top level 

to nearly 6600. 

Objectives 

The objective of the study is to understand 

trends and pattern of selected auto shares 

listed on national stock exchange. Also the 

objective is to forecast the share prices 

using technical analysis. 

 

Research Design 

Sample and Data Collection: The research 

is carried out through secondary data 

sources. The data for benchmark index and 

individual stock are taken from National 

Stock Exchange and Bombay Stock 

Exchange website and sources from 

government websites of India and some 

and some other authenticated sources are 

used for data collection. Data are covered 

for last three years, beginning from 

November 2016. 

Research Tools: Technical analysis, 

Comparative analysis, graphical 

representations are used to understand the 

chart pattern of automobile companies. 

Other technical analysis indicators, 

oscillators are adopted to forecast the share 

prices. 

Limitations: Study is focused on technical 

analysis- historical prices and volumes of 

selected stock of index are taken to 

understand the trend, pattern and forecast 

the prices, fundamental factors related to 

individual company, sector, and economy 

are not taken into consideration. Technical 

analysis is based on curtained assumptions 

as mentioned above. Paper focuses more 

on application of technical analysis rather 

than justifying its theory concepts. 

Literature Review 

A lot of work has been done and published 

by many researcher in US earlier in 

nineties Bessembinder in 1998 Po-Hsuan 

in 2005 used the technical analysis to 

forecast stock prices. Hans in year 2011 

showed some contrary views and argued 

that fundamental analysis is basic without 

it stock valuation cannot be done and 

concluded that company can work well and 

earn profit; there are not any role of 

technical analysis. Chitra in year 2011 

concluded that technical analysis gives 

investor a better understanding of the 

stocks and also gives them right direction 

to go on further to buy or sell the stocks. 

Therefore, the small investors and traders 

should not invest randomly they should 

asses company’s fundamentals and 

technical viability so that will give them 
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good return. It means technical analysis 

provide right direction to investors. 

Sudheerkumar in 2012 carried out a 

research on 5 major companies with 

technical analysis and moving averages, 

trends and standard deviations. Researcher 

tried to carry out future investment 

suggestions for investor for short term 

investments. Escobar in year 2013 studied 

that technical analysis should be in more 

human manner compare to totally depend 

on mathematical equations and other 

calculations etc. so Researcher worked on 

technical analysis depends on fuzzy logic 

with respect to charts & past movements. 

Study by Prado in 2013 also try to identify 

candlestick pattern charts implication on 

Brazilian stock market and it was found 

appropriate for Sao Paulo stock exchange 

index on the basis of 10 samples. Another 

researcher Pandya H. in year 2013 

concluded that investors neglect 

fundamental data and react on market data 

which includes volume, prices etc. 

technical analysis is powerful tool to take 

investment decisions. Technical indicators 

like moving average, exponential moving 

average (EMA), moving average 

convergence divergence (MACD) Relative 

strength Index (RSI), Rate of change 

(ROC) at least provide clear view of gain 

or loss. Research done by Manahov in year 

2014 shows high volume effect on 

technical analysis in foreign exchange 

market but same can be applied in stock 

market also. The study compared real one 

time high frequency data with various 

parameters and found evidence that the 

excess returns are both statistically and 

economically significant, even when 

appropriate transaction costs are taken into 

account. Paper published in 2016 by 

Valarmathi A and Kowsalya P has 

forecasted share prices of selected IT 

companies using technical analysis. More 

recently Dr. Pravin Choudhary and Prof. 

Apoorva Bhatnagar in year 2018 have also 

tried to established relationship between 

market indices and selected PSUs through 

technical analysis. There are many views 

as per analyst and investors on technical 

analysis and its applicability in commodity 

market, foreign exchange market and stock 

market with different countries, so research 

will be carried out to check whether it is 

applicable in Indian stock market scenario.  

Analysis & Interpretation  

The weekly chart of Nifty Auto indicates 

that auto sector has gone through the sharp 

turbulence since September 2018, 

witnessed the sharp fall in all auto 

companies in India. This resulted from 

change in government policies, slowdown 

in demand and many more factor factors 

contributed the same. Technically the 

index fell from its important supports 

10600 in September this resulted in sharp 

fall of the index. It started consolidating 

near to 8600 which was another important 

support level for index. It further corrected 

and break the another support level of 

8600 in January 2019 and pain continued 

till august 2019. 

Outlook: After sharp correction in NIFTY 

AUTO index the index was in oversold 

territory as RSI was near to 20 levels in 

August 2019. It has respected important 

support of 8650. Currently it is above 10 

and 21 week moving averages and trading 

nearly 8200 mark. Index is expected to 
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consolidate further as it is at upper level of 

Bollinger band which may resists it to 

cross current levels, however RSI is near to 

58 only, hence it is expected to move 

towards 9000 and 9500 level in loner 

period of time. Breach of 9500 levels will 

unfold the 10475 targets. At the same time 

8000 and 7800 will act as major support to 

it. 

 

5.1 Maruti Suzuki India Limited 

Market leader in four wheeler segment and 

Index heavy weight with the highest 

weightage one fourth of the index has 

outperformed the index and many of its 

competitors. Stock has observed sharp 

decline since September 2019 due to pile 

up inventory at dealers level of the 

company, resulted drag in index as well. It 

is recovered sharply compared to other 

auto companies in year 2019. Company 

has quickly adopted Bharat VI norms, 

mandated by government of India till April 

2020. Share price is trading at 7200, the 

first immediate resistance is at 7500, the 

immediate resistance. The breach of the 

same shall take the stock towards 8500. 

Stock is gaining momentum as volume has 

increased in recent weeks. Share may test 

6900 levels and consolidation at these 

levels may lead to further buying interest 

in it. Whereas, 6500 is important support 

levels in share, it is also 21 week moving 

average for stock. . 

 

5.2 Mahindra & Mahindra 

Chart of Mahindra and Mahindra shows 

the weak and beaten down structure. This 

is the one of worst performing heavy 

weight, dragging the index down. The 

stock fell from 993 mark and continued to 

fall, it has recently broken all the supports 

near to Rs. 570 and currently trading at the 

same levels. It is very important to for 

share price to give break out above this 

price levels, as it is currently at its upper 

level of the channel. However stock seems 

to be oversold for near term, hence small 

bounce back is expected. The fresh buying 

can be imitated only above Rs. 680-700 

levels. Stock is also currently at 10 and 21 

week moving averages. 

 

5.3 Bajaj Auto 

Strong presence in two and three wheeler 

segment is driving the share price of 

company with good volumes at recent 

highs. Stock has formed the double bottom 

pattern on weekly chart. This indicates 

change in trend and momentum reversal. 

Stock is trading at 3240 levels. 3468 is its 

all-time high above this it may give break 

out above these levels. In case of break out 

this will add further 500 points reaching to 

new all-time highs for stock. However, 

RSI indicated the overbought situation for 

the share, hence short term consolidation is 

expected with immediate correction of Rs. 

100, before reaching 3468 mark. Fibonacci 

retracement at 100 percent shows the 

support level at 3160.  

 

5.4 Hero Moto Corp 

Stock is clearly in downtrend since last 

two years. Weak structure is clearly on 

chart with good volumes. Only hope for 

the stock is oversold situation or short 

covering. This may result in short term 

buying interest by traders. No fresh long 

term buying can be recommended in this 
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stock. INR 600 and INR 700 are its 

immediate resistance in upside.  

Conclusions 

It is clear from above technical analysis 

that,  

6.1 Nifty auto is in clear uptrend and has 

witnessed sharp correction since 

September 2018 and it has created a base 

to trade in. It generates the buying 

opportunity for long term investors as 

currently observed to be oversold territory 

on weekly chart, however very recently 

buying momentum may lead to short term 

consolidation only. It creates a buying 

opportunity at current levels of 8100 for 

long term investors with 9000, 9500 and 

10475 targets, at the same time 7800 can 

be its stop loss from current levels. 

 

6.2 Maruti is the index giant has 

outperformed the index and many of its 

competitors. Company is adopting the 

changes and following the norms 

mandated by government quickly. Share 

price is trading at 7200, the first immediate 

resistance is at 7500, the immediate 

resistance. The breach of the same shall 

take the stock towards 8500. Whereas, 

6500 is important support levels. 

 

6.3 Mahindra and Mahindra look very 

weak on chart. This is the one of worst 

performing heavy weight, dragging the 

index down. The fresh buying can be 

initiated only above Rs. 680-700 levels. 

Stock is also currently at 10 and 21 week 

moving averages. 

 

6.4 Bajaj Auto has formed the double 

bottom pattern on weekly chart. Stock is 

trading at 3240 levels. In case of break out 

this will add further 500 points reaching to 

new all-time highs for stock. However, 

RSI indicated the overbought situation for 

the share, hence short term consolidation is 

expected with immediate correction of Rs. 

100, before reaching 3468 mark. Fibonacci 

retracement at 100 percent shows the 

support level at 3160.  

 

6.5 Hero Moto Corp is clearly in 

downtrend, since last two years. Weak 

structure is clearly on chart with good 

volumes. Only hope for the stock is 

oversold situation or short covering. This 

may result in short term buying interest by 

traders. No fresh long term buying 

recommendation can be given.  
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1.2 Nifty Auto 

As graph shows Nifty auto has performed well since 2004 and it is in clear uptrend, however 

recently the whole auto sector has witnessed sharp correction from top level to nearly 6600. 

The technical analysis is performed on top four constituent by weightage in of Nifty Auto 

index. Top constituents of index by weightage are given in the table, 

Company’s Name Weightage (%) 

Maruti Suzuki India Ltd. 25.51 

Mahindra & Mahindra Ltd. 14.74 

Bajaj Auto Ltd. 10.74 

Hero MotoCorp Ltd. 8.91 

Tata Motors Ltd. 8.08 

https://www.niftyindices.com/Factsheet/ind_nifty_auto.pdf 

The performance of Nifty Auto for last 15 years can be seen as given in graph, 
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Figure 1 Nifty Auto 

 

Source: www.nseindia.com 

 

Figure 2 Nifty Auto 

 

Source: Researcher’s Analysis 

 

Figure 3 Technical Analysis of Maruti Suzuki India Limited 
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Source: Researcher’s Analysis 

Figure 4 Technical Analysis of Mhindra and Mahindra 

 

Source: Researcher’s Analysis 

Figure 5 Technical Analysis of Bajaj Auto 
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Source: Researcher’s Analysis 

Figure 6 Technical Analysis of Hero Moto Corp 

 

Source: Researcher’s Analysis 

 


