Assignment for Week 7
Trading Systems and AI


Choose the correct answer by highlighting it

1. What type of trading strategy focuses on making small but frequent profits by holding positions for only a few seconds to minutes?
   - a) Swing Trading  
   - b) Intraday Trading  
   - c) Scalping  
   - d) Positional Trading  

2. Which style of trading avoids overnight risks by closing positions within the same trading day?
   - a) Swing Trading  
   - b) Intraday Trading  
   - c) Scalping  
   - d) Positional Trading  

3. What is the primary goal of swing trading?
   - a) To profit from long-term trends  
   - b) To profit from small price movements  
   - c) To profit from market swings over several days to weeks  
   - d) To profit within the same day  

4. Which strategy involves holding positions for months or even years?
   - a) Intraday Trading  
   - b) Swing Trading  
   - c) Scalping  
   - d) Positional Trading 

5. Which of the following is NOT a common type of trading strategy?
   - a) Trend Following  
   - b) Mean Reversion  
   - c) Breakout Strategy  
   - d) High-Frequency Trading 

6. What is the primary statistical measure used in pair trading to identify opportunities?
   - a) Bollinger Bands  
   - b) Cointegration  
   - c) Moving Average  
   - d) Standard Deviation  

7. In pair trading, if Infosys outperforms TCS and deviates from the historical ratio, what action should be taken?
   - a) Buy Infosys and sell TCS  
   - b) Sell Infosys and buy TCS  
   - c) Buy both Infosys and TCS  
   - d) Sell both Infosys and TCS  

8. Which technical indicator is commonly used in trend trading strategies?
   - a) RSI  
   - b) MACD  
   - c) VWAP  
   - d) All of the above 

9. Which candlestick pattern is often associated with reversal trading strategies?
   - a) Marubozu Candle  
   - b) Hammer  
   - c) Engulfing  
   - d) Both b and c 

10. What is the primary concept behind price action trading?
    - a) Using indicators to predict future price  
    - b) Analyzing past price movements and patterns  
    - c) Following news events to make trades  
    - d) Trading based on market sentiment  

11. What is the 'Opening Range' commonly used for?
    - a) Positional Trades  
    - b) Swing Trades  
    - c) Intraday Trades  
    - d) All of the above  

12. Which of the following is a requirement for any trading strategy?
    - a) Entry Condition  
    - b) Stoploss Condition  
    - c) Exit Condition  
    - d) All of the above 

13. What type of stop-loss is adjusted as the price moves in favor of the trade?
    - a) Price Stop  
    - b) Time Stop  
    - c) Trailing Exit  
    - d) Complete Exit  

14. What is the win rate in trading strategy analysis?
    - a) The ratio of total profit to total loss  
    - b) The percentage of trades that are profitable  
    - c) The average expected return per trade  
    - d) The number of trades executed in a period 

15. What does a risk-reward ratio greater than 1 indicate?
    - a) A profitable trade  
    - b) More loss on losing trades than profit on winning trades  
    - c) More profit on winning trades than loss on losing trades  
    - d) A higher frequency of trades  

16. What is Maximum Drawdown (MDD)?
    - a) The maximum profit from a trade  
    - b) The largest decline in account balance from peak to trough  
    - c) The difference between the highest and lowest prices of an asset  
    - d) The average profit per trade 

17. Which of the following best defines the profit factor?
    - a) Total profit of winning trades divided by total loss of losing trades  
    - b) Total trades divided by the number of profitable trades  
    - c) Average profit per trade  
    - d) Maximum drawdown divided by trade frequency 

18. What does the expectancy formula measure in trading?
    - a) Risk-reward ratio  
    - b) Profit or loss per trade  
    - c) Average return per trade based on win and loss rates  
    - d) Maximum drawdown  

19. Which of the following best describes trade frequency?
    - a) The number of profitable trades  
    - b) The total number of trades in a specific period  
    - c) The ratio of winning to losing trades  
    - d) The number of trading days in a year 

20. What does CAGR represent in trading performance?
    - a) Maximum profit over a period  
    - b) Compound Annual Growth Rate  
    - c) Profit factor  
    - d) The number of trades in a year  

21. Which is the most critical factor when defining clear objectives in a trading strategy?
    - a) Time Horizon  
    - b) Trading Volume  
    - c) Profit per trade  
    - d) Number of indicators used 

22. What should a trader record in a trading journal?
    - a) Date and time of trades  
    - b) Entry and exit prices  
    - c) Results and thoughts on the trade  
    - d) All of the above 

23. What is one of the common mistakes that traders need to learn from?
    - a) Consistency  
    - b) Poor risk management  
    - c) Trading without leverage  
    - d) Focusing only on technical analysis 

24. Which strategy is designed to capture profits by following long-term trends?
    - a) Scalping  
    - b) Trend Following  
    - c) Mean Reversion  
    - d) Breakout Strategy

25. Which strategy involves capitalizing on assets returning to their historical average?
    - a) Trend Following  
    - b) Mean Reversion  
    - c) Breakout Strategy  
    - d) Reversal Strategy 

26. Which indicator is often used in identifying trend reversals in swing trading?
    - a) MACD  
    - b) RSI Divergence  
    - c) Bollinger Bands  
    - d) Pivot Extension







