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Abstract
Objective: The objective of this paper has been to analyze different trading strategies for the Brazilian stock market. This analysis is focused on the comparison and combination of different active rules against the passive rule of buy-and-hold.
Background: The role of regional leader of the Brazilian stock market has attracted the attention of the investors, who now consider it a valid alternative when seeking to diversify their portfolios. Consequently, an adequate use of the Technical Trading Rules could help investors obtain the desired profits on their investments.
Method: We compare the performance of active strategies based on classical TTRs with a proposal based on the momentum indicator, and then all of them with those obtained from the passive strategy of buy-and-hold. Reality Check and Superior Predictive Ability tests are employed to account for possible data snooping bias.
Results: It is shown that the classical rules perform worse than a proposed rule based on the Rate of Change. Additionally, when we employ an ETF which tracks the smaller companies, we obtain higher performances than those obtained for larger companies.
Contributions: This analysis is especially interesting because, to our knowledge, there is no empirical evidence in that sense for the Brazilian stock market. Additionally, we extend the previous evidence by focusing on three ETFs that track large, medium and small companies of the Brazilian stock market and, therefore, the results obtained from our analysis will provide a better vision of the investment opportunities than what the previous empirical evidence has shown.
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