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                    Abstract
According to the Efficient Market Hypothesis (EMH), the use of technical trading rules, where buy and sell decisions are based on past price patterns, should not consistently yield an economically significant excess profit. This paper evaluates the validity of the EMH in the second-hand market for bulk ships based on the out-of-sample performance of technical trading rules. We evaluate a large number of different parameterisations of three of the simplest and most popular trading rules in the financial markets: filter rules, moving averages, and support and resistance levels. The empirical results suggest that trading rules are generally not capable of producing excess wealth over the buy-and-hold benchmark when accounting for transaction costs and the potential price slippage in an illiquid market. The results in this paper therefore support the validity of the EMH in the second-hand markets for bulk vessels.
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APPENDIX. TECHNICAL TRADING RULE PARAMETERS
APPENDIX. TECHNICAL TRADING RULE PARAMETERS
This appendix describes the parameterisations used to generate the universe of trading rules.
Filter rules
x=percentage change in asset price required to initiate a position;
y=percentage change in asset price required to liquidate a position;
d=delay (months) from a buy/sell signal occurs until the trade is executed;
x, y=0.01, 0.02, 0.03, 0.04, 0.05, 0.06, 0.07, 0.08, 0.09, 0.10.
Allowing all combinations of x and y there are x × y=100 filter rules.
MA rules
n=number of months in a slow MA=2,…, 18;
m=number of months in a fast MA=1,…,6;
b=fixed band multiplicative value=0.01,. 0.02, 0.03, 0.04, 0.05;
c=number of months for the time delay filter=0,1.
Noting that m must be less than n, there are 87 combinations of m and n.
Total number of MA rules for each time delay parameter: 87+b × 87=622.
Support and resistance rules
n=number of months in the support and resistance range=3,…,17;
b=fixed band multiplicative value=0, 0.01, 0.02, 0.03, 0.04, 0.05;
c=number of months for the time delay filter=0, 1.
Total number of S & R rules for each choice of time delay: n × b=90.
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