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1. Introduction

The main goal of investor is to maximize profits while minimizing risks. Therefore, every investor
should have a solid investment plan to improve their chances of success in their investments (Dvir et
al., 2003). To achieve this goal, investors need to apply various analysis methods as a foundation for
their investment decision-making (Abbas et al., 2023). Generally, stock investors rely on both
fundamental and technical analysis to make investment decisions in the stock market (Hoffmann &
Shefrin, 2014). Market players need a method, adequate information, and responsive and relevant risk
management instruments to manage market risks quickly and effectively (Banjo & Abere, 2023). In
development economics, fundamental analysis is relevant for assessing the performance of the
financial sector that drives economic growth. This approach helps measure the efficiency of resource
allocation and the stability of strategic companies, which is crucial for long-term development
(Yasmin & Sari, 2024).

However, the main challenge is the need for comprehensive data and in-depth analysis to link
financial indicators with development goals (Afrianti et al., 2024). Therefore, investment decision-
making within the framework of development economics is not only aimed at obtaining financial
profit, but also considers its contribution to sustainable development, welfare distribution, and the
resilience of priority sectors in the economy (Hasan & Purwanto, 2006). Fundamental analysis is
considered the most effective approach to understanding a company's internal conditions through
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ratios used to evaluate the financial performance of companies published for the benefit of investors
(Contreras et al., 2012). The fundamental analysis method is more suitable for long-term stock
investments (Pathade, 2017). The main advantage of fundamental analysis is that this approach takes
into account the overall economic conditions from both macroeconomic and microeconomic
perspectives (Baresa et al., 2013). However, this method has drawbacks as it requires significant time
and resources to analyze various fundamental factors and does not provide specific information for
determining buy and sell points in the stock market.

Technical analysis is an approach that focuses on historical market data, mainly prices and trading
volumes, to predict future trends and provide information for making buy and sell decisions
(Petrusheva & Jordanoski, 2016). Technical analysis utilizes various indicators like Moving Averages
(MA), RSI, Stochastic, MACD, and several other indicators to identify patterns and buy or sell signals.
The advantage of technical analysis is its ability to provide quick trading signals, which is very useful
in investment decision-making in the highly volatile stock market (de Souza et al., 2018). However,
the downside of technical analysis tends to be its focus on price and trading volume without
considering fundamental factors, whether macro or microeconomic, of the company (Ritchie &
Brindley, 2007). This can mean overlooking fundamental aspects behind it, such as financial health,
management, and industry competition. Although these two methods have different approaches and
objectives, each has its own strengths and weaknesses that can complement each other.

Combining technical and fundamental analysis can provide a more comprehensive picture of
market conditions and asset values (Beyaz et al., 2018). By leveraging fundamental analysis to ensure
asset quality and technical analysis to determine the right timing, investors can optimize their
investment decisions in the stock market (Kamalasaravanan & Kumar, 2024). Nevertheless, many
investors still rely on only one method without considering the potential benefits of using both
approaches simultaneously. In the context of a highly dynamic financial market influenced by various
external factors such as monetary policy, geopolitics, and global volatility, effective investment
decision-making requires an adaptive and data-driven approach (Haidari, 2023). Therefore, the ability
to integrate various sources of information and analytical perspectives is crucial in objectively
assessing opportunities and risks, so that decisions made are not only reactive but also strategic and
oriented towards long-term goals (Rascéo, 2021).
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Figure 1. lllustration of using one method and a combination of two methods.

Figure 1 shows without using technical analysis, the chances of making a profit are lower, even
over a longer period. However, when combined with technical analysis, the profits increase. This
indicates that by combining both types of analysis, you can achieve higher profits. Research conducted
by Contreras et al (2012); Sulistio (2020); Tampubolon & Kusuma (2024) shows that using a
combination of fundamental analysis and technical analysis is more effective, as demonstrated by
optimizing trading systems that yield high returns. Petrusheva & Jordanoski (2016) indicates that
combining both analyses allows them to complement each other and leverage the strengths and
advantages of each analytical technique. However, this contrasts with the findings from Bettman et al
(2009) which explains that using just one analytical technique actually performs better.

Various studies have been conducted regarding the use of fundamental analysis and technical
analysis. However, research on the combination of fundamental and technical analysis is still very
limited, even though the integration of these two approaches has great potential to produce more
accurate and comprehensive investment decisions. Combining fundamental and technical analysis is
important to bridge the gap between data-driven historical analysis and predicting future trends, which
can improve the effectiveness of investment decision-making and contribute to economic
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development, especially in the context of sustainable economic growth through optimizing
investments in the stock market. Therefore, further research on this matter is both warranted and
necessary. Consequently, this study aims to compare the profits and accuracy levels obtained from
using technical analysis and its combination with fundamental analysis, as well as to identify effective
strategies for optimizing profits when investing in the stock market.

2. Literature Review
2.1. Mean Reversion Theory

The theory of mean reversion is a concept stating that asset prices tend to return to their long-term
average value after experiencing extreme fluctuations. This theory is widely used in investment and
trading strategies to identify optimal buy and sell points. Long-term stock price movements often
revert to their historical average, indicating a pattern of mean reversion in financial markets (Balvers
et al., 2000). The mean reversion theory is more dominant in large-cap stocks, suggesting that market
efficiency is not always perfect (Goudarzi, 2013). However, to improve analysis accuracy, a
combination of fundamental and technical analysis is more effective. Fundamental analysis helps
assess whether an asset is undervalued or overvalued based on economic factors and company
performance, while technical analysis provides signals regarding the right time to determine buy and
sell (Petrusheva & Jordanoski, 2016). The integration of these two analytical approaches allows
investors to make more rational, data-driven investment decisions that are aligned with
macroeconomic conditions and market movement direction, thereby increasing the chances of
investment success in the long term.

2.2. Fundamental Analysis

Fundamental Analysis includes financial elements like income, expenses, assets, liabilities, and
other financial aspects (Benton, 2002). This makes valuation using fundamental analysis on
companies known as the process of determining intrinsic value or economic value. This value can
help assess whether a stock's price is undervalued or overvalued (Zhang, 2005). The type of analysis
that corresponds to stock prices is fundamental analysis, which takes into account both the current and
future risks and prices of a stock (Eriandani et al., 2019). Fundamental analysis is essential for
evaluating risks and profits in the form of dividends or capital gains (Darsono et al., 2025). However,
it takes a significant amount of time to provide specific information regarding buy and sell points, and
the returns generated may not be very favorable if only using fundamental analysis, even over a longer
timeframe (Abarbanell & Bushee, 1997).

2.3. Price to Book Value (PBV)

Price to Book Value (PBV) serves as a guide for investors when choosing stock prices because it
shows the comparison between the stock price and its book value, highlighting any discrepancies in a
stock's price (Mutiarani et al., 2019). If the PBV is low, it indicates that the stock is cheap; however,
if the stock is below its book value, the tendency is that the stock will at least match its book value
(Burgstahler & Dichev, 1998). This situation gives the stock a significant potential to rise and can
provide high returns (Syahputra & Idawati, 2024). In general, stocks with a PBV value above 1 are
considered expensive, as this reflects that the stock price exceeds the company's book value.
Conversely, stocks with a PBV value of less than 1 are often considered cheap and are therefore highly
sought after by investors.

Table 1. Investment decision-making procedures based on the Price to Book Value (PBV) approach

Description Stock Condition Invesment Decision
PBV > 1 Overvalued Sell Stocks
PBV =1 Fairvalued Hold Stocks
PBV <1 Undervalued Buy Stocks

Source: Husnan (2015)

Table 1 shows the investment decisions made by investors using the PBV theory. The main
advantage of the PBV approach is can help investors assess whether a stock is undervalued (its price
is below its intrinsic value) or overvalued (its price is above its intrinsic value) and provide an
overview of the value of a company's assets in relation to its share price. The PBV approach also has
weaknesses, such as being less relevant for companies with large intangible assets or different
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industries, not taking into account the company's future growth potential, and not directly taking into
account to the company's debt.

2.4. Stochastic RSI

The Stochastic RSI indicator is a development of the RSI (Relative Strength Index) indicator used
to determine whether an asset is overbought or oversold (Rosillo et al., 2013). The Stochastic RSI
measures the RSI value relative to its highest range over a certain period, making it more sensitive to
price movements compared to the standard RSI (Rahmadani et al., 2024). This indicator is useful for
predicting trend reversals as it can detect buy and sell signals more quickly (Sami et al., 2022). With
its ability to identify price reversal moments early, Stochastic RSI becomes an important tool in
investment decision-making, especially for investors who rely on short-term or trading strategies, as
it can help determine market entry and exit times more precisely and measurably (Chou, 2023).

Over Bought

Over Sold

Figure 2. Invesment Decision using Stochastic RSI approach

Figure 2 shows the Stochastic RSI moves in the overbought zone above 80% and the oversold zone
below 20%. A buy signal appears when the indicator rises from the oversold area, while a sell signal
occurs when the indicator falls from the overbought area (Irahadi et al., 2022).

3. Method

This study used a comparative quantitative method to compare and combine fundamental and
technical analysis in optimizing investment decisions. The study was conducted over 6 months
(February—July 2024) using secondary data in the form of financial reports from idx.co.id and
Stochastic RSI data with stock prices taken from closing prices obtained using the Profit Anywhere
application. The research population consists of LQ45 stocks, which includes 45 companies during
this period, with the sample consisting of the entire population (saturated sample). The LQ45 index
was chosen because it has high liquidity and quality fundamentals (Irahadi et al., 2022). Data was
collected through documentation techniques, covering stock prices, the number of shares outstanding,
and buy and sell points using the Stochastic RSI indicator. The comparative quantitative method was
chosen because it can provide an objective and measurable picture of the performance differences
between analysis approaches, and allows researchers to test the effectiveness of investment strategies
based on actual empirical data relevant to market conditions (Faruk & Rashid, 2024).

Data analysis divided into a). Data analysis using only technical methods, specifically the
Stochastic RSI indicator with a Length Setting used over 14 days, to determine buy and sell points for
entry and exit signals, as well as to calculate the profit earned; b). Data analysis by combining two
methods: fundamental analysis and technical analysis to determine buy and sell points. This part starts
with fundamental analysis of companies that have a low value (below < 1), followed by technical
analysis using the Stochastic RSI indicator; and c). After obtaining profit results from each part, the
next step is to compare the profits from each method, specifically the profit from the technical analysis
method and the profit from the combined method of fundamental and technical analysis.

4. Results and Discussion

This study used technical analysis with the Stochastic RSI indicator. Meanwhile, the combination
of fundamental and technical analysis uses the Price to Book Value (PBV) indicator. In technical
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analysis the indicator used is the Stochastic RSI to determine predicted buy and sell points based on
the momentum of stock price movements. This study shows that using technical analysis can identify
profitable short-term trading opportunities. However, market volatility makes technical analysis more
effective in short-term trading compared to long-term investing (Santoso, 2023).

Table 2. Calculations of Technical Analysis

Description Technical Approach Combination
Total Signals 88 83
True Signals 81 27
False Signals 7 4
Success Rate of Signals 92% 87%
Total Profit/Loss 16.224 5.999
Stock with Most Signals INDF INDF
Number of Signals 4 4
Stock with Fewest AKRA, ASII, BBCA, BBNI, ANTM, ASII, GGRM, ITMG,
Signals BBRI, BRIS, BRPT, ESSA, UNTR
GGRM, GOTO, MTEL,
PTMP, SIDO
Number of Signals 1 1

Source: data processed

Table 2 shows the total number of signals generated using only technical analysis is 88 signals, of
which 81 were successful and 7 were incorrect, resulting in a success rate of 92%. Meanwhile, the
total profit/loss generated using only technical analysis is 16.224. The stock that showed the most
signals from the use of technical analysis is INDF, with 4 signals, while the stocks with the least
signals are AKRA, ASII, BBCA, BBNI, BBRI, BRIS, BRPT, ESSA, GGRM, GOTO, MTEL, PTPM,
SIDO, each with 1 signal.

UNVR N 700

Figure 3. Return Generated by the Stochastic RSI Indicator

Figure 3 shows the stock returns obtained through technical analysis on 45 companies analyzed,
where only 2 companies ended up with losses while the rest managed to record profits. The maximum
profit generated using technical analysis was seen in ITMG's stock, with a profit value of 3,825. On
the other hand, the minimum profit from technical analysis was noted in GGRM's stock, with a profit
value of -1,300. Figure 4 shows the stochastic RSI approach for each return and Figure 4(a) shows
that returns > 300 tend to have a strong trend, whether in an uptrend or downtrend. The use of
Stochastic RSI plays a crucial role in this analysis, where the RSI indicator is used to identify trend
strength while the Stochastic indicator is used to determine buy and sell points. The combination of
these two technical analysis indicators allows for more accurate decision-making when capitalizing
on strong trends (Galloppo, 2009). Figure 4(b) shows with returns between 100-300, tend to have
stable price movements. This condition reflects that using StochasticRSI is quite effective in helping
traders see price movement momentum that isn't too volatile, allowing for minimized risks while still
taking advantage of profit opportunities (Chiang et al., 2012).

Stocks with low gains are shown in Figure 4(c), which have a return of 0-100, leaning towards
stocks that don’t have a clear trend or are in a sideways condition. The use of technical analysis,
especially stochastic RSI, becomes less effective when the market is flat because the signals generated
tend to be inaccurate (Dzikevicius & Saranda, 2010). This limits profit opportunities and increases the
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risk of making wrong decisions. Meanwhile, the stocks experiencing losses shown in Figure 4(d) tend
to be in a downtrend. In such situations, technical analysis using the stochastic RSI indicator is also
less advisable because the signals often don’t align with the direction of the increasingly weakening
price movement. Therefore, traders are generally advised to avoid using technical analysis when the
market is in a bearish condition (Lin et al., 2011).
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(c). Stocks with Return 0-100 (d). Stocks that Experienced Losses
Figure 4. Analysis of Stochastic RSI Approach for Each Return

The use of technical analysis with the Stochastic RSI indicator has proven to be more effective
when applied to stocks that have strong trends (Huy & Cuong, 2018). By understanding patterns like
these, traders are expected to make smarter choices in selecting strategies that are suitable based on
market conditions and stock price movements. The combination of using RSI and Stochastic is very
helpful, but its effectiveness still depends on the market context being faced. This aligns with research
conducted by Bettman et al (2009) which explains that using one analysis technique can actually be
more beneficial than combining two analysis techniques. This is because the use of technical analysis,
namely Stochastic RSI, already includes a combination and yields more profits (Teixeira & de
Oliveira, 2010). However, the fact is that both analyses have their strengths and weaknesses that can
provide optimal results (Fagard et al., 1996).

The combination of fundamental and technical analysis does not yield a higher profit compared to
using either method alone. This is due to technical signals sometimes conflicting with fundamental
understanding, or technical timing not always aligning with fundamental growth potential (Sharma &
Sharma, 2009). In the context of economic development, these findings suggest that the effectiveness
of investment strategies that support sustainable economic development requires a more integrated
approach, taking into account macroeconomic factors and market stability to encourage more efficient
and positively impactful investment growth. Table 2 shows by combining fundamental and technical
analysis, a total of 31 signals were generated, of which 27 were successful and 4 were incorrect,
resulting in a success rate of 87%. Meanwhile, the total profit/loss from combining fundamental and
technical analysis amounted to 5,999. The stock that generated the most signals was INDF with 4
signals, while the stocks with the fewest signals were ANTM, ASIl, GGRM, ITMG, and UNTR, each
with just 1 signal.

The maximum profit generated from the combination of fundamental and technical analysis was
from ITMG, which offered the highest potential profit in this analysis. On the other hand, the
minimum profit from the combination of the two analysis techniques came from GGRM, with a profit
value of -1,300. Figure 5 shows stocks analyzed through fundamental analysis tend to have clear
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trends or remain stable, resulting in lower risk. A combination of fundamental and technical analysis
is more beneficial for reducing risk by confirming signals (\Wang et al., 2014). Therefore, using a mix
of technical and fundamental analysis is better suited for long-term investments, where fundamental
analysis helps identify assets with growth potential, and technical analysis assists in determining the
optimal buy/sell points. This does not align with the Darvas box theory developed by Nicolas Darvas
in the 1950s, which explains that combining fundamental analysis and technical analysis leads to
better profits (Sulistio, 2020). This is because the box theory is more effectively applied to growing
industries with strong fundamentals that influence investors and consumers (Lee et al., 2016).

Figure 5. Stocks with a Combination of Fundamental and Technical Analysis

The results of this study contrast with the findings from Contreras et al (2012) that looked into
investor decisions for equity traders, suggesting that combining two methods—fundamental analysis
and technical analysis—leads to better investment decisions. This is because fundamental analysis
and technical analysis are essentially different strategies (Menkhoff, 2010). Therefore, although the
combination of fundamental and technical analysis has proven to be more effective in some cases, it
should still be used with caution. Investors need to consider risk factors, market dynamics, and the
specific conditions of each stock before making investment decisions (Raut, 2020).

Technical analysis and a combination of fundamental and technical analysis have a good accuracy
level. This is evidenced by the number of successful signals and the total profits generated. With a
success rate of 92%, the total profit amounts to 16,224, whereas combining fundamental and technical
analysis yields a profit of 5,999 with a success rate of 87%. Technical analysis is more recommended
for traders with a high-risk tolerance because the chosen stocks tend to vary across upward trends,
sideways trends, and downward trends. On the other hand, the combination of fundamental and
technical analysis is better suited for investors seeking stability, as the selected stocks tend to exhibit
stable patterns. The principle of high risk, high return applies to technical analysis, where a high risk
level aligns with significant profit potential (Bhama, 2024). Therefore, this method can be a superior
choice for traders looking for a high profitability strategy based on technical signals (Lento &
Gradojevic, 2007). However, the choice of strategy should be aligned with each trader's risk profile
and investment goals.

Recommendations for investors to maximize investment decisions through technical analysis can
utilize a combination of indicators like the Stochastic Oscillator and the Relative Strength Index (RSI),
which are deemed more accurate (Chong & Ng, 2008). The Stochastic Oscillator is useful for
determining buy and sell points, while the RSI helps measure trend strength and the potential for
reversals. By combining these two indicators, investors can get a more accurate picture of stock price
movements, aiding them in their decision-making. On the other hand, conservative investors or those
looking to avoid high risks might consider a blend of fundamental and technical analysis, which tends
to yield stable stocks with clear trends. Fundamental analysis focuses on a company's financial
performance, business stability, and long-term prospects (Zulkifli, 2023). Stocks that demonstrate
stable performance and clear technical trends can help investors reduce risks while maintaining profit
potential. Investors can adjust their strategies based on their risk profile and financial goals, whether
for short-term or long-term investments (Maretha et al., 2019).

In the context of financial markets, investment decision-making is not only influenced by company
information alone, but also by macroeconomic dynamics such as inflation, interest rates, exchange
rates, and economic growth (Haidari, 2023). These factors can affect risk perception and potential
returns, making them important considerations in determining asset allocation strategies. Therefore,
investors need to consider overall economic conditions in selecting instruments and sectors that align
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with market trends. Integrating macroeconomic analysis with analytical approaches such as technical
and fundamental analysis will result in more rational, contextual, and sustainability-oriented
investment decisions (Darsono et al., 2025). Broadly within the economic framework, individual and
institutional investment decisions in financial markets play a significant role in driving resource
allocation efficiency. Careful and information-based investments can channel funds into productive
sectors, strengthen the economic structure, and enhance long-term growth. Therefore, sound
investment decision-making not only impacts investor profits but also contributes to the stability and
development of the national financial system. This reinforces the urgency of understanding analytical
instruments and their connection to economic conditions in formulating optimal investment strategies.

5. Conclusion

Technical analysis skills are used to examine historical market data in the form of prices and
transaction volumes to predict future trends in determining buy and sell points that yield more
significant profits, indicated by an accuracy rate of 92% and a total profit of 16.224, compared to a
combination of fundamental and technical analysis. This indicates that technical analysis is more
effective for short-term decision-making in a volatile stock market. The combination of fundamental
analysis and technical analysis results in a lower profit of 5.999 with an accuracy rate of 87%. This
indicates that this combination is more beneficial for reducing risk, even if it doesn't always yield high
profits. Nonetheless, both fundamental analysis and technical analysis each have their strengths and
weaknesses, so their use can be tailored to the goals and preferences of investors. The combination of
these two analytical techniques remains relevant, particularly in specific contexts, especially for
reducing risk and enhancing confidence in investment decision-making in the stock market.

The limitations of this study include several aspects: 1) the study only uses secondary data from
financial reports on idx.co.id and technical indicator data (Stochastic RSI) over a period of 6 months
(February-July 2024), which restricts the generalizability of the research findings because long-term
data or data beyond this period has not been analyzed. 2) the research only uses the Stochastic RSI
indicator as a representation and does not incorporate other technical indicators, such as MACD,
Parabolic SAR, and Bollinger Bands, to provide a broader perspective on the effectiveness of technical
analysis in combination. 3) the research solely relies on the PBV value as a parameter for fundamental
analysis and technical analysis without exploring other fundamental variables like EPS, ROA, and
ROE, thus making it unclear which methods are appropriate for achieving the expected profits.
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