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Abstract

This paper endeavours to evaluate the profitability of Bollinger Bands through an empirical study. Bollinger Bands are able to capture sudden fluctuations in price level, which
may be useful when tweaking its inputs to derive a trading rule. For the purpose of projecting prices, technical analysts have chosen a moving average of 20 days for short term
analysis and 200 days for long term analyst. Moving averages in relation to profitability is the focus of this study. What follows is a discussion on the development of Bollinger
Bands from trading bands, and moving averages. After testing a simple trading rule on the components of the DOW 30 index there is a revelation that a single moving average
window cannot be used to derive an all (security) encompassing trading rule.
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