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Abstract 

rofitable investing in the stock market poses a 

great challenge to investors who would under 

normal circumstance desire to invest when 

prices of equities are low and reap the benefits by 

selling when the prices go high. The price movement 

is however very unpredictable as different factors 

contribute to these price dynamics, ranging from the 

state of the economy at different points, to news 

available to investors. As a result, it is difficult to tell 

when the prices of equities will be low at different 

times of the year, and when it would be high enough 

for exit at a price good enough for acceptable 

investment profit, especially for a long term investor. 

This software provides 

output that serves as a 

guide to profitable 

investing by investigating 

the period in the year that 

listed securities experience 

their lowest prices and 

when they experience their 

highest prices, which could 

serve as a guide to 

profitable investing by 

providing information on 

the best months to buy at 

low prices and the best 

months to expect 

appreciable prices that 

could guarantee profit. 

 
Introduction 

he stock market provides the opportunity to transform the economic well-

being of investors who are willing to participate in it and are knowledgeable 

enough to identify the best securities with the right opportunities. 

Identification of these securities are quite difficult because the market is active 

five days a week at prices that are not fixed but are determined by demand and 

supply. Lots of things contribute to this demand and supply, ranging from 

speculations, to news of corporate actions such as dividend payments, mergers 
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and acquisitions, announcements of quarterly reports and even news of 

impending company liquidations. This is besides a general impact of the economy 

which in the boom could drive the prices exorbitantly high, that could see 

investors buying and selling equities at unbelievably expensive rate. However, at 

periods of economic downturn, such as during recessions, prices of equities could 

go ridiculously low, that investors would be able to get equities at bargain prices. 

These are two extreme cases. Most times, the performance of the economy would 

be on the average and other factors take the front seat in determination of prices 

of equities.  

The challenge to an average investor who goes on medium to long term 

investment is to identify seasons that buy opportunities are repeatedly available 

in most years. A knowledge of when to expect bullish market on annual basis could 

also help the investor to plan on when to sell off their positions. However, this is a 

very difficult feat to achieve as a prices that may already seem low may continue 

to dip further for a longer than expected period. However embedded in the price 

movements  are possible "best buy" and "best sell" periods that may cut across 

the different sectors in the stock market or may appear to the entire listed 

equities, which though difficult to manually trace can be identified using software. 

If the investigation of these prices is to be done manually, for the period under 

investigation, lots of energy and time would be required. The software tool 

developed reduces the work drastically.  

This work focus is on developing a software that can x-ray the price movements 

of the equities over a select period and identify when the market price usually 

remains low and when they are usually high. This in essence suggest period for 

investors to look forward to in order to take advantage of the low prices by buying 

around this period and also identify when equity prices are usually high so that 

selling would be done in this period for better returns.  

 

Related Work 

Predictability of market is very essential to investors. If market is predictable, 

investors will take informed investment decisions that guarantee good return on 

their investments. Many researchers have made several attempts in the past to 

investigate what is responsible for price movement. The price of a stock should 

naturally reflect its value. In the past, there was widely accepted belief in the 

efficiency of capital market. This meant that information about individual stock 

reflected perfectly on its price and by implication, the market as a whole.  Burton 
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(2003) noted that the accepted view was that when information arises, the news 

spreads very quickly and is incorporated into the prices of securities without delay. 

Thus, neither technical analysis, which is the study of past stock prices in an 

attempt to predict future prices, nor even fundamental analysis, which is the 

analysis of financial information such as company earnings, asset values, etc., to 

help investors select “undervalued” stocks, would enable an investor to achieve 

returns greater than those that could be obtained by holding a randomly selected 

portfolio of individual stocks with comparable risk. This we know is not true since 

sentiment can play a big part in investors' stock selection decision. Many investors 

usually buy what is popular in the market that they see others buying and when 

fear becomes the order of the day in the market and everybody is selling, they sell 

too. This irrational act of many investors ensures that the price of equities do not 

guarantee a reflection of the true value and information about the securities at all 

times.  

Other researches carried out suggest a predictable stock market. Burton (2003) 

observed  that by the start of the twenty-first century, the intellectual dominance 

of the efficient market hypothesis had become far less universal. Many financial 

economists and statisticians began to believe that stock prices are at least partially 

predictable. A new breed of economists emphasized psychological and behavioral 

elements of stock-price determination, and came to believe that future stock 

prices are somewhat predictable on the basis of past stock price patterns as well 

as certain “fundamental” valuation metrics. 

An expert asserts that markets can be  accepted to be efficient only if it is agreed 

that sometimes errors can be made in valuation, as was certainly true during the 

1999-early 2000 internet bubble, market participants irrationality in responding to 

news is acceptable, and that stock prices exhibiting greater volatility than can 

apparently be explained by fundamentals such as earnings and dividends can be 

overlooked. Many economists who believe in efficiency do so because they view 

markets as amazingly successful devices for reflecting new information rapidly 

and, for the most part, accurately. If these are true, then beating the news before 

it is let out and buying ahead is great but how possible is that. Most attempt would 

succeed only after the news is in the public and that surely will result in herd effect 

which is a very dangerous investment approach. The best approach should then 

be to identify a strategy which presents a general investment window and stick to 

it. 
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Predictability of the stock market has been a contentious issue for a long time. 

Early belief suggests that stock market is not predictable. Burton (2003) in 

reference to the work of Cootner (1964) suggests that the stock market has no 

memory, such that the way a stock price behaved in the past is not useful in 

divining how it will behave in the future. Recent works suggest predictability to an 

extent. More recent work by Lo and MacKinlay (1999) and also , Mamaysky and 

Wang (2000) shows some correlation, with "existence of too many successive 

moves in the same direction, which had enabled them to reject the hypothesis that 

stock prices behave as random walks.  

Some researchers have investigated periods of the year that have impacted the 

stock market the most. Keim (1983) had joined other researchers to identify 

January as a very unusual month for stock market returns and particularly evident 

for stocks with relatively small total capitalizations. Haugen and Lakonishok (1988) 

also document the high January returns in a book.  There also appear to be a 

number of day-of-the-week effects. For example, French (1980) documents 

significantly higher Monday returns while there also appear to be some patterns 

in returns around the turn of the month (Lakonishok and Smidt, 1988), as well as 

around holidays (Ariel, 1990).  

The general problem with these predictable patterns or anomalies, however, is 

that they are not dependable from period to period. 

Other research work have shown the impact of Price to Earn (P/E) ratio on returns. 

In particular, good P/E ratios for dividend stocks according to Campbell and Shiller 

(1998) can indicate much about future returns, making equity returns predictable 

to a considerable extent. The price-to-earn ratio and price-to book ratio have been 

used to identify "value" stocks. Available studies suggest that  “value” stocks have 

higher returns than “growth” stocks. Stocks with low price-earnings multiples 

(often called “value” stocks) appear to provide higher rates of return than stocks 

with high price-to-earnings ratios as first shown by Nicholson (1960) and later 

confirmed by Ball (1978) and Basu (1983). The finding is consistent with the views 

of Graham and Dodd (1934), who first in their classic book on security analysis had 

upheld such view and were later supported by the legendary U.S. investor Warren 

Buffett. The ratio of stock price to book value, defined as the value of a firm’s 

assets minus its liabilities divided by the number of shares outstanding, has also 

been found to be a useful predictor of future security returns. Low price-to-book 

is considered to be another hallmark of so-called “value”. Fama and French (1988) 

concluded that size and price-to-book-value together provide considerable  
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explanatory power for future returns and once they are accounted for, little 

additional influence can be attributed to P/E multiples. 

Maberly and Pierce (2004) cited Sven and Jacobsen (2002) document that 

identified another pattern in stock behaviour they claimed to have found in 36 out 

of 37 countries they had investigated. This price pattern, they had labeled the 

Halloween effect state that stock returns are significantly lower during the May–

October periods  compared with the November–April periods, and they propose 

a trading strategy to exploit this anomaly. The Halloween effect suggests a “Sell 

in May and go away” strategy that also prescribes investing in the risk free 

treasury bill in the May-October 

period before returning to 

participate in the stock market 

between November and April.  

In another step to identifying the 

impact of season on the stock price 

prediction, Sen and Datta (2016) 

investigated price movement of 

equities at sector level of the Indian 

exchange to suggest which sector 

present better opportunities at 

different months. 

 

Methodology 

Data for the developed system is 

extracted from the daily prices of the 

Nigeria Stock Exchange (NSE). by 

using the prices of Wednesdays for 

the investigation period (January 

2015 to December 2018). Software 

that extracts the days that the prices 

are minimum and maximum for each 

year was developed. The flowchart 

for the software and the interface 

are shown in figure 1 and figure 2. 

 

Fig.1 Flowchart for the system 
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To analyse the data, the number of occurences of the maximum and minimum 

prices for each month is counted. A plot of these values is done side by side for 

each month to reveal how the values relate with each other The plot is shown in 

figure 3. 

    
 Fig. 2 The Software Interface 

 

 
Figure 3. Plot of the number of occurrences of maximum and minimum prices for 

each  month. 
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Discussion of Result. 

The result shows that for the period investigated, the market is usually bearish 

starting from September and peaks around December. Market also becomes 

bullish for most years starting from January but the height of it is attained in the 

months of April through June. A study of each sector performances shows that 

though this represents the overall market behaviour on the average and should 

guide investor's entry and exit points, there are instances that market presents 

great opportunities at other times not reflected in the plot. Investors should 

always be on a look out to avoid missing such opportunities too.   

 

Conclusion 

Though buying at bearish period and selling at bullish period could enhance 

investor's performance, Responding to all these changes in the market could be 

counterproductive due to transaction charges that are involved. As a result, the 

decision to sell or buy should be influenced by the calculated profit that could be 

made from such action which should be substantial; otherwise buy and hold may 

be more beneficial to an investor. 
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Table 1 Summary of Number of days with highest and lowest prices for the years 

considered (Jan 2015 to Dec 2018) 

Jan No of Highest Prices:     64  July No of Highest Prices:      21 

No of Lowest Prices:      49 No of Lowest Prices:      11 

Feb No of Highest Prices:     28 August No of Highest Prices:      22 

No of Lowest Prices:      18 No of Lowest Prices:      18 

March No of Highest Prices:      26 September No of Highest Prices:      22 
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No of Lowest Prices:       36 No of Lowest Prices:      22 

April No of Highest Prices:      39 October No of Highest Prices:      13 

No of Lowest Prices:      19 No of Lowest Prices:      20 

May No of Highest Prices:      68 November No of Highest Prices:      31 

No of Lowest Prices:      16 No of Lowest Prices:      64  

June No of Highest Prices:      38 December No of Highest Prices:      91 

No of Lowest Prices:      4 No of Lowest Prices:      181 

 

Table 2 Sample Program output 

Securities Yr1 

Min 

Price 

Yr1 Min Price 

Date 

Yr1 

Max 

Price 

Yr1 Max Price 

Date 

Yr2 

Min 

Price 

Yr2 Min Price 

Date 

Yr2 

Max 

Price 

Yr2 Max 

Price Date 

BERGER 8.06 "25/03/2015" 11.36 "10/06/2015" 6.23 "30/11/2016" 10.5 "06/01/2016" 

BOCGAS 3.79 "09/12/2015" 5.48 "21/01/2015" 3.52 "30/11/2016" 5.21 "13/05/2016" 

CAP 34 "01/04/2015" 41.5 "20/05/2015" 27.3 "24/07/2016" 43 "13/05/2016" 

FIRSTALUM 0.5 "09/12/2015" 0.5 "09/12/2015" 0.5 "28/12/2016" 0.5 "28/12/2016" 

 

 

  


