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Dear Readers,

Among many things happening worldwide, the
most eye-catching was the shutting down of
Silicon Valley Bank (SVB) on March 10 by the US
Banking Regulators, scripting the second-
largest bank failure in the banking history of the
US. We hope the bank's depositors and other
clients have safe and easy access to their funds
and bring normalcy to the banking system.

This edition of ISMJ has brought you the key
steps and tips for mastering Portfolio
Diversification. The edition also visualises the
Stock Market Trading with Various Dimensions.
Also, in the edition, we discussed algorithmic
trading for maximising profits through
Advanced Automation.

Along with all the topics deemed the future of
markets, we also bring you Stock Market
Outlook and how Nifty and Bank Nifty are
expected to move in the upcoming months. Hope
youlearn and grow.

We would like to thank you for appreciating our
previous editions with your kind words. We
would love to have your continuous feedback to
improve our work. Please feel free to write to us
at support@equitypandit.com.

Happy Investing!

A%f;.ukcfzh

Abhishek Parakh
CEO & Managing Director
EquityPandit Financial Services (P) Limited

Follow us on EI @ @



https://twitter.com/TheEquityPandit
https://twitter.com/TheEquityPandit
https://twitter.com/TheEquityPandit
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Stock Market Outlook

NIFTY

The index opened on a positive note
today (21-03-23). However, the chart
shows a 'long-legged Doji' pattern, which
could mean the sell-off is stopping. This
can be good news for the market. The
index has approached near key support of
16750 amid oversold conditions, and it
looks like the downward trend might slow
down.

We have shown a weekly chart of the
Nifty index. The pattern analysis shows
that the Nifty index is rebounded from the
50% Retracement level of the Fibonacci
series, which is 16905. Closing above this

Nifty 50 Index, 1W, NSE O1706¢
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support suggested that the overall bias has
shifted towards neutral. It is also moving
above a falling trend line support zone.
This trend line is drawn from the higher
point of 18604 and joins the subsequent
lower highs. There may still be some ups
and downs in the market, but if the index
can stay above the 17300 level, it could go
up to around 17570/17880 levels. On the
other side, a break below 16750 will
indicate more weakness in the market. Till
then, traders should be cautious about
betting too much on the market going

down.
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BANK NIFTY

The banking index rebounded technically,
capping off the week above its previous
low of 38613, resulting in a bearish
candlestick formation with a prominent
lower shadow. This lower shadow
indicates the emergence of a supportive
floor around the critical support levels of
38600-38200, despite widespread global
volatility. This week, we expect the index

NIFTY BANK, 1D, NSE 04 H4 60 LIYE3T.B0 CI904

to hold a key support zone of 38600-
38200 even though things are uncertain in
the world economy.

In the coming week, we forecast the index
to gradually recover and ascend towards
the resistance level of 40500-40700,
which is also a previous week's high level
(40690) and the Fibonacci resistance
level.
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Upcoming
Trading Holidays

Mahgy :
havir Jayanti  Good Friday
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OpenAl has recently launched GPT-
4, its latest Al model for understanding
images and text. The company claims that
it has achieved human-level performance
on various professional and academic
benchmarks. This is a significant
milestone in OpenAl's efforts to expand
deep learning capabilities. This next
model has been highly anticipated since
the success of ChatGPT, which has
millions of users requesting its help with

tasks such as writing songs, poems, and

computer code. OpenAl states that GPT-4
1s more accurate than and safer than its
predecessor.

The model 1s available on ChatGPT Plus
to paying users with usage caps, while
developers can sign up for the API
waitlist. The pricing for the latest version
of GPT is $0.03 per 1,000 "prompt"
tokens, which are the parts of words fed
into the AI, and $0.06 per 1,000
"completion" tokens, the generated

content.
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GPT-4 i1s a large multimodal language
model capable of accepting both image
and text inputs and generating text
outputs, performing at a "human level" on
various professional and academic
benchmarks. It is an improvement over
GPT-3.5 and has promising potential in
various fields.

GPT-4 has several capabilities that make
it stand out. Firstly, it can generate, edit,
and iterate with users on technical and
creative writing tasks and accept image
and text inputs. It also performed well on
professional and academic benchmarks,
like scoring in the top 10 percentile in the
Uniform Bar Exam. The Al also
performed well in languages other than
English, including low-resource
languages such as Latvian, Welsh, and
Swabhili.

Next, it is steerable through a new API
capability, "system" messages, allowing
developers to prescribe style and task by
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describing specific directions. Since the
Al can understand images and text, it
interprets relatively complex images,
such as identifying objects in a
refrigerator and suggesting recipes that
can be prepared with those ingredients.

OpenAl has also tried to make the model
safer. The company trained GPT-4 on
human feedback and tested it on various
benchmarks. However, OpenAl has
warned that the model may still be prone

to sharing disinformation.
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More Creative, Still Flawed?

GPT-4, like its predecessors, has several
limitations and potential risks, OpenAl
acknowledges. The model may still
generate false information, make errors,
and have biases. It may also fail at
challenging problems and accept false
statements as true.

Additionally, the model's knowledge is
limited to events before September 2021,
which can result in simple reasoning
errors. It may generate buggy code, make
confident but incorrect predictions, and
sometimes fail to check its work carefully.
To address these risks, OpenAl has
engaged with experts to adversarially test
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the model and collected additional data to
improve its ability to refuse dangerous
requests. As a result, GPT-4 is 82% less
likely to generate inappropriate content
than GPT-3.5. It follows policies better
regarding sensitive topics like medical
advice and self-harm, but caution should
still be exercised when using the model's
outputs, especially in high-stakes
contexts.
Although GPT-4 exhibits human-
level performance on various
professional and academic
benchmarks, it still has
limitations in many real-
world scenarios. Despite
improved reliability, creativity,
and handling of nuanced
instructions, it is not a replacement
for human intelligence and should
be used cautiously.
The development of these Al technologies
raises concerns about privacy and
security, as they will likely have access to
increasingly sensitive data.
Robust privacy and security protocols
must be developed and implemented to
protect individuals' data and prevent

unauthorised access.
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More Than Just Hype?

OpenAl's latest creation, GPT-4, is
already being used by Microsoft's Bing
search engine and various third-party
apps. According to OpenAl, it is
smarter, more sensible and better
trained than its predecessors, with

improved language comprehension

and processing capabilities.

One of the key upgrades in GPT-4,
from the previous version, is its ability
to process visual inputs. This feature is
currently being tested by Be My Eyes,
which has implemented a new Virtual
Volunteer feature to answer questions

about images sent to it.
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Other companies have also begun to use

GPT-4 in various ways. Stripe has
implemented the model to scan business
websites, improve user experience, and
fight against fraud. A new subscription tier
for language learning on Duolingo also
features the technology. Additionally,
Morgan Stanley is leveraging GPT-4 to
organise their extensive knowledge base
and retrieve pertinent information for
their financial analysts. Khan Academy is
tapping into Al's Potential in a limited
Pilot Program. As seen on OpenAl's
website, it is also used by the Icelandic

overnment to preserve the nation's
g p

language.




Transforming Businesses and

Dwindling Their Workforce?

Automating language-related tasks using
GPT-4 raises concerns about job losses and
income inequality in journalism, content
creation, and translation industries. This
could lead to a concentration of wealth and
power among those who own and control
the technology, potentially widening the
gap between the rich and the poor. It is
crucial to consider this technology's
potential social and economic impacts and
take measures to mitigate any negative
effects.

The potential bias and unfairness in
GPT-4's outputs is another key ethical
consideration, as it is trained on vast
amounts of data that can reflect existing
societal biases and inequalities.

A necessary step to ensure ethical and
socially responsible use of the technology is
establishing frameworks for accountability
and responsibility.

However, GPT-4 also has the potential to
create new opportunities for workers with
the necessary skills and knowledge and to
free up human workers to focus on other
tasks that require human skills.

GPT-4 can enhance the accuracy of
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communications, help detect errors, and
provide unique insights into complex
topics. It allows teams to be more
productive and make better decisions by
completing tasks far faster than humans
can. It includes a set of generative
technologies trained on massive amounts
of data that could dramatically increase
teams' creativity.

Additionally, the latest version of OpenAl's
language model could significantly
improve many markets, including
education, by enabling personalised
experiences through its advanced language
learning methodologies.

GPT-4 can facilitate the easy adoption of
the technology for small businesses, which
can gradually scale up as their operations
expand.

Al support can help with less manual
intervention, allowing businesses to focus
on growth instead. As natural language
processing technology improves, the user
experience can significantly enhance, as it
can better detect and comprehend complex
user requests and queries, leading to

superior services.
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Bringing It All Together

As GPT-4 gains popularity, the model might integrate more into people's daily lives.
However, there are concerns about its limitations and risks, such as biases and errors,
which OpenAl s actively addressing to promote responsible Al usage.

The development of GPT-4 offers tremendous potential through its sophisticated learning
models, which consider both language and context to generate prompt and reliable
responses. As such, it has the potential to revolutionise the way businesses operate,
automate tedious tasks, and provide real-time insights and predictions.

However, using GPT-4 raises ethical concerns about bias and fairness, privacy and

security, responsibility and accountability, and transparency and explainability.
Therefore, it is important to address these issues to ensure usage ethically and responsibly
and in the best interests of society.

The impact of GPT-4 on the job market and human labour will depend on how it is
developed, implemented, and used. While it can enhance the workforce's efficiency, there
are concerns about its potential impact on employment and the need for reskilling and
upskilling programs. Overall, GPT-4's development presents both opportunities and
challenges. It is important to take a proactive approach to address these challenges and
opportunities to ensure that Al technologies enhance human labour, improve efficiency,

drive innovation, and ensure fairness, accountability, and responsibility.
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Mastering Portfolio Diversification:
Key Steps and Tips for a
Healthy Investment Mix
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What is Diversification?

Portfolio diversification is a
fundamental concept that involves
spreading your investments across various
assets to increase your risk-adjusted
returns. A diversified portfolio comprises
various investments that mitigate an
investor's overall risk exposure. This
means constructing a portfolio that meets
their future capital requirements while
providing peace of mind.

Diversification helps manage risk by
investing in various asset classes and
investments within asset classes. This
includes owning assets from different
industries, countries, and risk profiles that

work together to minimise the risk of
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permanent capital loss and overall
portfolio volatility. The most significant
diversification benefit can be gained by
investing in uncorrelated assets or assets
that move in opposite directions.

Although diversification is a crucial
aspect of most investment portfolios, not
all investments provide diversification
benefits, and it i1s essential to avoid an
over-diversified portfolio. If adding a new
investment to a portfolio raises its overall
risk and/or reduces its expected returns, it
defeats the purpose of diversification. It is
better to concentrate on holding one or

two assets in each category and consider

how various investments interact.
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Why Diversify?

Diversifying your portfolio can help
smooth out the ups and downs of
investing, making it more likely that you'll
stick to your investment plan and
potentially earn higher returns. If all your
assets move in the same direction, it
means they will give negative returns
when the bear run starts. By combining
different assets that are not correlated,
you will get the benefit of reduced
unsystematic risk.

Diversification is about trade-offs. It
reduces volatility by decreasing an
investor's exposure to a single stock,
industry, or investment option, leading to

a lesser chance of a bad outcome. But it

might also cut into an investor's return
potential. By diversifying your portfolio
across different types of investments or
geographical regions, for example, you
could help to smooth out your investment
returns. However, remember, with

investing; there are no guarantees.

Steps to build a Diversified Portfolio

STEP -1

Asset Allocation

The financial markets offer much more
than just bonds and stocks. They
encompass a broad range of securities
grouped into different asset classes. The
first and most important step in
diversifying your portfolio is determining

ISMJ March 2023
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the optimal asset mix using asset classes
such as Cash, Stocks, Bonds, REITs,
Derivatives, and Cryptocurrencies. Asset
allocation 1s the most critical part of
portfolio diversification since a portfolio's
expected return and the level of risk or
volatility depends on the asset mix.

To determine the best asset mix, investors
need to understand each asset class's

STEP - 2

Picking Assets

Now that you have determined the right
asset allocation, you must pick the
particular stock, bond, or security you
want to invest in and divide your capital
between the appropriate asset classes.
There are many different strategies
investors use to pick these securities; let
us see some of the factors that you need to
consider when building your portfolio:-
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specific risks and potential returns. They
must also consider their financial
situation, future capital needs, and risk
tolerance. The goal is not to eliminate risk
but to optimise it based on individual
circumstances. You can incorporate
riskier asset classes into your portfolio as
long as a higher return accompanies the
additional risk you are taking.

STOCKS

To pick stocks for your portfolio, consider

the level of risk you want and factors such
as sector, market cap, and stock type. Use
stock screeners to shortlist potential picks
and conduct in-depth analysis to
determine opportunities and risks.
Regularly monitor price changes and stay
informed about company and industry
news. You can diversify your stock
portfolio into different sectors, themes, or

companies.

MUTUAL FUNDS

Mutual funds allow investors to invest in a
diversified portfolio of professionally
managed securities. The fund manager
charges a fee for their services, which is
deducted from the investor's returns.
When picking mutual funds, one should

consider the investment objective,
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historical performance, expense ratio, etc.
Looking into the fund manager's history,

experience, and reputation is also important.

EXCHANGE-TRADED FUNDS (ETFs)

ETFs are a large basket of stocks grouped by
sector, capitalisation, or country, among others.
Unlike actively managed mutual funds, ETFs are
passively managed, making them a cost-effective
alternative. Crucial determinants of a good ETF
include investment strategy, expense ratios,

liquidity, holdings, and track record.

BONDS

Bonds are debt securities issued by corporations,
governments, or other organisations to raise
capital in exchange for regular interest payments " e 0
and the return of principal at maturity. When y | .
choosing a bond, it's important to consider | ||||I|[“h”" ‘ |

interest rates in the economy, credit quality, yield,
duration, and type of bond.

S —
Fy W

REAL ESTATE INVESTMENT TRUSTS
(REITS) -

Bonds are debt securities issued by corporations,
governments, or other organisations to raise
capital in exchange for regular interest payments
and the return of principal at maturity. When
choosing a bond, it's important to consider
interest rates in the economy, credit quality, yield,
duration, and type of bond.
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STEP -3
Evaluate and Rebalance

To maintain a well-balanced investment
portfolio, rebalancing and periodic
analysis are necessary, as changes in price
movements may cause initial weightings
to change.

To assess actual asset allocation, you need
to categorise investments and determine
their proportionate values to the entire
portfolio. Additionally, you might have to
consider changes in your financial
situation, future needs, and risk tolerance
to adjust your portfolio accordingly.

It's important to monitor portfolios over

time to ensure weights remain the same as

rrrrrrrr

financial assets appreciate or decline in
value. Rebalancing involves determining
overweight and underweight positions
and allocating the appropriate assets to
different classes. The investor should
periodically reassess the portfolio's
composition to protect its performance

from unforeseen deviations from the goal.

Asset Classes

Investing in a mix of stocks, bonds, and

other assets can help protect you against
market volatility, spread risk, and
reap bigger rewards. Fixed-income
investments, such as bonds, can provide a
steady stream of income and help balance
out the volatility of stocks. Index and
bond funds are a great way to gain
exposure to a diversified portfolio without

ISMJ March 2023

FINANCING
OPTION

buying individual securities. There are
many other asset classes you can invest in,
such as real estate(REITs), commodities,

ETFs, and alternative investments.
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Global Exposure

Expanding your investment exposure
beyond a single country's stock market
can enhance diversification and provide
the opportunity to benefit from superior
investment prospects in different
geographic regions. Focusing solely on
your domestic market may result in
missed growth or income opportunities in
other areas. Moreover, diversifying your
portfolio can be a way to better safeguard
yourself from negative events that may

impact your local economy exclusively.

Averaging and

Rebalancing

Investing regularly using cost averaging
can help smooth out market volatility,
reduce risk, and potentially yield better
returns. The idea here is to invest the same

ISMJ March 2023

amount into the same portfolio, which
means you will purchase more shares
when prices are low and fewer when
prices are high. As a result, the size of the
holdings in your portfolio will fluctuate
based on the asset's performance. To
maintain a balanced investment portfolio,
reviewing and evaluating the balance of
various assets based on your goals
and significant life events after a
predetermined period is essential. These
exercises will help you better understand

investments and make more informed

decisions in the future.
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In the world of inflation, every
individual is willing to earn money despite
having a well-secured job to save enough
capital for prospects. For this, various
dimensional ways could be found to
generate revenue. People working in the
private sector would probably opt for
mutual funds, stock market investment,
FDs, etc., to have enough proceeds without
working long hours or visiting any location.
Due to digitisation in Kalyug, investment in
the stock market could be made while
sitting at home or workplace via platforms
like Zerodha, Groww, etc.

Every person has adhered to the fact that the

i ruih
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stock market delivers an opportunity to
earn money but isn't sure how investors
distinguish when to buy and sell. Or maybe
they haven't heard terms like "noise trader"
or "arbitrage trader," and research to know
more about them. Either way, a summary of
some of the most common types of trading
strategies will offer insight into the trading
vocabulary and strategies used by different
investors endeavouring to build wealth
in the markets. Understanding these
approaches can help you find one that best
competes with your personality. Let us find
out what matches your personality and
what type of trader you are.
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Types Of Trader

Fundamental Trader

A fundamental trader studies company-

specific events to decide whether to buy a
particular stock and the best time to
purchase it. Conclusions are created on
logic and facts, emphasising more long-
term or buy-and-hold plans despite short-

term trading approaches.

These traders make buy and sell decisions
without revising any vital analysis
regarding the company's securities issuing,
thus profiting from short-term trades.

Technical Trader

These use charts, graphs, and other tools for
historical data analysis, witnessing
divergence or convergence signs, and
signifying good times to buy or sell assets.
Decisions are based on the past besides
current events, as it is believed history is

likely to repeat itself.

Sentiment Trader

This trading often entails widespread
research to study trends as it comprises
studying the markets early morning to find
probable securities to sell or buy.




Contrarian Traders

They look for extremely positive or
negative sentiments and act in antagonism
to what others do. Contrarian traders
operate under the statement that people
who witness the market up only say this
because they're fully participating and have

no purchasing power to use.

Arbitrage Trader

An arbitrage trader tries to profit from
pricing differences of similar instruments
in different markets or general pricing
errors by purchasing and selling assets
concurrently. Many associate this method
with hedge funds, and it may be successful
at generating profits.

Position Trader

This method feats the bid-ask spread, i.e.
the asking price for an asset in the market
surpasses the bid price. Scalper underlines
earning steady small profits besides one or
two more profitable gains, demanding more

time and near-constant trading.

Swing Trader

It aims to earn short-term or medium-term
gains rather than long-term ones and
capitalise on historic price actions, earning
smaller gains on the same investment over a

few days or weeks.

-
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A position trader emphasises the progress
of assets and macroeconomic trends. They
attempt long-term gains, and some trades
may occur over weeks, months, and years,
subjecting them to the most treasured

options for their assets.

Algorithmic Trader

They use computer programs to abode
trades at the best prices. While it entails a
brilliant acceptance of technical charts and
technology, observing to conclude trades at

any daytime and timeframe.




Day Trader

A day trader finishes all openings during the
daytime, opening and closing within a
single meeting, and dodges leaving for
overnight. Day traders often track market
events in real-time, allowing them to grab
benefits in price or short-term. It requires

initial capital; it may be valuable for short-

term gains accomplished within a day.

Intraday Trader

They classically have shorter open times
and complete more recurrent trades than
day traders. By using technical analysis and
pointers, they may specify selling and
buying instruments available during

business hours.
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Price Action Trader

They design a specific asset's price
movement and make individual decisions
about buying and selling grounded on the
price movements and market actions. Price
action trading works for all assets and is

cooperative for technical examination

methodologies.

Momentum Trader

Momentum trading can occur within a few
hours or a few days, depending on how
rapidly the stock moves or the direction of

the momentum changes.




What Skills Should
A Trader Conceive?

o Adaptability denotes the aptitude to

alter plans created under shifting
circumstances. Traders need to adapt to
the fluctuating market conditions.
Analytical skills upkeep traders in
appraising information to regulate
decisions making strategies. This may
comprise investigating the market to
recognise trends or earlier activities.
Decision-making skills help dealers
choose which procedures to use trades
to chase. Traders must be self-reliant in

their verdicts and know which trades
may result in benefits.

Numeracy skills enable traders to use a
calculation to appreciate and solve
real-world glitches comprising
mathematical functions and more
difficult practices.

Risk management determines which
movements to take to alleviate risks
from befall. This is important for
helping traders elude making bad trades
and suffering financial losses.
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Way Forward

Traders trade stocks and other monetary
assets with the aim and effort to produce a
profit. Though each trader has exclusive
goals, they may use dissimilar exchange
techniques. It depends on the person how
they buy and sell their stocks, confronting
time, methods, and strategies.

So maybe none of these trading approaches
fit your temperament well? There is
a congregation of other strategies to
consider. With thorough research and
acknowledging the fundamentals of a
stock, your mastermind will find a
stratagem that suits you perfectly. Or

perhaps, immediacy to your investment

objectives rather than company-specific
influences or market indicators is the
crucial factor pouring your buy/sell
decisions which seem to be deliberated.
Some individuals occupy trading to try and
accomplish their commercial goals. Others
just buy, hold, and wait for a period to pass
and asset values to upsurge.

Either way, deliberating your peculiar style
and strategy will help give you the
resilience to continue content with your
preferred path when marketplace volatility
or hot trends make headlines and source

investors to interrogate their investment

judgments.

%5
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Visualising Stock Market
Trading With Various Dimensions
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What Is Stock Market Trading?

Trading 1s fundamentally the
exchange of goods and services between
two entities. In this framework, the entities
are investors/traders swapping stocks of
different companies. With virtual trading
plus investing, stock markets have become
accessible to a superior section of people.
Stock trading emerged with the foundation
of European joint-stock companies and
frolicked an instrumental role in European
imperialism. Familiar stock markets started
mushrooming in various European cities.
Dutch East India Company, the first

joint-stock company to trade openly,
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unconfirmed its shares through the
Amsterdam Stock Exchange. After the
accomplishment of joint-stock companies
in nurturing economic development and
geographical expansion, those were made
the backbone of the financial world. The
first online trading exchange in India and
Asia was the Bombay Stock Exchange
(BSE), established in 1875. BSE and the
National Stock Exchange in India are the
stock market trading.

Let us acknowledge the types of trading in
the stock market and grab the benefits

confined toit.
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Types of Trading in the Stock Market

Day Trading

This involves purchasing and selling stocks
in a single day. A single day in stock market
terms refers to 9:15 am to 3:30 pm on a
weekday. Thus, individuals embrace stocks
for a few minutes or hours. A trader tangled
in such trade must close transactions before
the day's market closes. Day trading entails
proficiency in market matters, an in-depth
understanding of market volatility, and a
keen sense of the ups and downs in stock
values.

It 1s also identified as micro-trading.

Scalping

Scalping and day trading are both subsets of

intraday trading. Scalping includes earning

small profits and recurrently accomplishing
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a hundred profits in a single trading day.
However, every transaction does not
harvest profits, but a trader's gross losses
might surpass the gains, depending on the
situation. The securities' holding period is
shorter than day trading, i.e. individuals
hold stocks that span a maximum of a few
minutes.

Swing Trading

Swing trading applies for earning gains

from stock within one to seven days of
purchasing it. Traders precisely analyse the
stocks to gauge the movement patterns they
follow for properly implementing their

investment goals.
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Momentum Trading B Options Strategies

A trader needs a stock's momentum,
i.e. a considerable movement upwards or
downwards. A trader tries to capitalise by
classifying the stocks that either break out
or will break out.

In upward momentum, the trader sells the
holding stocks, thus yielding higher-
than-average revenues. In a downward
movement, the trader grasps a considerable

volume of stocks to sell when its price

upsurges.

Position Trading

Position traders hold securities for months

directed to capitalise on the long-term
impending effects of stocks instead of
short-term price movements. This trade is
ideal for individuals who are not market
specialists or regular market participants.
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It requires objective and mathematical
thinking. Since managing is a difficult ball
game, it requires practice and time to
become good at building strategies and
implementing them. There are few options

traders in India amid a lack of awareness

and adequate knowledge.

Arbitrage Trading

Arbitrage trading takes advantage of price
differences in two or more markets. This
is earmarked only for prime trading
companies with a huge linkage, not
requiring analytical skills but needs more

network rapidity.
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Technical Analysis
Trading

Using stock technical analysis tools may
render better insight into changes in the
demand and supply of the stock market.
Partaking in technical analysis as a skill
supports traders to become prosperous day

traders, positional or swing traders.

Events-Based
Trading

It takes advantage of a business event that
has fallen or is about to occur. It seeks
changes in the market prices at epochs of
mergers and acquisitions, bankruptcy,
earnings calls, etc. This trading style
involves technical analysis abilities to
know how such vicissitudes affect the

market before an event occurs.
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Quantitative
Trading

10

Based on quantitative analysis, it's a

sophisticated area of Quant Finance.
Many individuals from arithmetical or
mathematical backgrounds find their
position using computer analysis and

number crunching.

84.81 109 8047 8R40
135.98 801975‘ "

High-Frequency
Trading

11

Highlighting speed, investment banks,

institutional traders, and hedge funds use
high-speed computers to manage huge
orders, having no room for analysis and
only quick calls for execution. This type of

trading is not advised to individuals due to

the highly involved market risk.
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Money Flow Based
1 O Trading

Money flow-based trading hinges on open
interest analysis, promoter contracts, stake
sales, gross delivery data, FII inflows, and
DII flows in and out of stocks. Such data is

vital to identify future market trends.

What Are The Benefits Escorted?

The prime aim of investing is to safeguard that every person can meet future
financial purposes. Inflation makes it scarce for individuals to merely earn and
save, investing an essential lesson for life. The stock market is the most popular
investment avenue due to several benefits. They are as follows.

Investing in stocks provides advanced liquidity to investors
1 because of high average volumes. So, if an investor desires to

buy or sell products on the exchange, this liquidity makes it easy.

The stock market is known for its versatile features as it offers

unlike financial instruments, such as shares, bonds, mutual
z funds, derivatives, etc. This flexibility is advantageous in

justifying the risks intrinsic to stock investing by qualifying
diversification of investment portfolios.
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Known for higher returns, stock investments can make greater

returns in moderately shorter periods. Adhering to trade
3 planning, using stop-loss and take-profit triggers, research and

due diligence, and persistence can mitigate the risks inherent to
investing and maximising the returns.

Even if an investor obtains a single share, a portion of the
4 company's ownership is acquired. It offers investors the right to

vote and offer their input in the business's strategic movement.

The Stock Exchange Board of India (SEBI) has accountability
5 for regulating the stock exchanges and their development and

protecting the investors' rights.

Technical development has prejudiced every aspect of
contemporary living. The stock exchanges also use various
technological advancements to provide greater convenience to
investors.

Broking service providers bid online share trading services that
7 make investing convenient, as investors place orders through a

computer from their comfort.
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The investors' Demat account is easy to digitally hold products
8 within their investment portfolio in a single location, making

tracking and monitoring the recital easier.

Way Forward

Although stock investing holds numerous benefits, investors must
also be vigilant while making pronouncements. Understanding
the stock market fundamentals and undertaking their research
before investing is worthwhile to alleviate risks and maximise
returns. Every investor has dissimilar wants and demands from
the money he places into the stock market. There is no convincing
“best trading strategy in the stock market” as success derives from

those who ace their style.

Al
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What is

Algorithmic Trading?

An algorithm is a precise and well-defined set of

instructions to accomplish a particular task or process. \

The use of algorithms has become increasingly popular

in online trading. Mathematical algorithms can analyse

every trade and quote in the stock market, identifying

liquidity opportunities and transforming this data into

intelligent trading decisions. They can leverage user data

and past patterns to achieve set goals and
improve trading performance and speed.

Algorithmic trading, also known as algo-
trading, uses these algorithms to place
trades at high speed and frequency, which
is impossible for human traders. These
instructions can be based on timing, price,

quantity, or mathematical models and can
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identify liquidity opportunities and make
intelligent trading decisions.

Algo-trading reduces transaction costs
and allows investment managers to
control their trading processes. Financial
institutions use it to establish and liquidate
positions quickly and exploit minor

discrepancies in live market conditions.
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How
Does it Work?

The first step in creating these algorithms is to collect
relevant market data, such as stock prices, economic
indicators, and news events. Next, a trading strategy or
algorithm is created based on the collected data. This
algorithm identifies market trends, executes trades, and
manages risk.

Once the algorithm is developed, it is tested using
historical data to see how it would have performed in the
past. This is known as backtesting and helps traders
optimise their algorithms before implementing them.
After successful backtesting, the algorithm is deployed
into the Market.

The algorithm continuously analyses real-time market
data and executes trades based on its programmed
strategy. The algorithm is continuously monitored and
adjusted to perform as expected.
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An algo-trading software
is a computerised system
that executes trading
transactions automatically
based on predetermined
entry and exit scenarios. It
also manages risks and
controls transactions.
These systems relieve
traders from physical and
emotional exhaustion by
automating routine trading
processes such as market
analysis, calculation of

trading models, and risk

control.
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How Can it Help You
Grow and Protect Your Wealth?

Algo trading systems can trade
around the clock, ensuring you
earn money whenever possible.
It eliminates the trader's
judgement about the situation
on the Market and helps them
avoid unfavourable situations.
Executing trades much faster
and more efficiently than
human traders reduces the risk
of missed opportunities. They
can also access global markets
and execute trades in multiple
currencies.

Algorithms are programmed
to follow specific rules and
strategies, leading to more
consistent and objective
trading decisions. They can be

programmed to manage risk by
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setting stop-loss orders, diversifying portfolios, and
monitoring market conditions. They can analyse
patterns and find profitable trades in seconds faster
than human perception.

Algo trading is also less expensive than traditional
trading strategies and methods. It surpasses a human
in parameters like speed and productivity.
Algorithmic trading protects the investor's wealth
from emotional and impulsive trades, reduces the
impact of unexpected market events, and helps find
new investment opportunities. Additionally, it can
facilitate the growth of wealth by reducing the
impact of fees and expenses. With faster and more
accurate trading decisions, algo trading can help
investors grow their wealth considerably.

To conclude, algorithmic trading can facilitate the
growth and protection of wealth in the stock market
by providing consistent and objective trading

decisions, managing risks, and reducing costs.
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Advantages and Disadvantages

Algo-trading offers numerous advantages, making it a popular choice for

traders looking to increase market efficiency and profitability.

Low Errors, High Accuracy

Algo trading can reduce emotional and
psychological errors and biases in
manual trading. Human traders are prone
to making emotional decisions, leading
to poor decision-making and losses.
Trades are often executed at the best
possible prices.

Faster Than Us

Algo trading can execute trades at a much
faster speed than manual trading. This is
because computers can analyse data and
execute trades in real time without any
delays that may occur with human

decision-making.
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Backtesting

Algo trading allows traders to backtest
their trading strategies using historical
data. This can help traders gain insights
into the profitability and risk of their
trading strategies and make any
necessary adjustments before executing

them inreal time.

Algo trading can help to ensure consistent
execution of trading strategies. The
algorithms are programmed to execute
trades based on specific criteria, and they

do so consistently and without any

variations.
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While algo trading can offer several advantages, it's important to consider

the potential disadvantages and take steps to manage them to minimise the

risk of losses.

Cons of Excess Automation

Over-optimising an algorithmic trading
system can lead to poor future
performance if it 1s too heavily tuned to
past data. Additionally, automated
systems may lack flexibility and struggle
to adapt to sudden changes in the Market
that were not accounted for in their

programming.

History Might Not Repeat Itself

Algo trading predicts future market
movements by backtesting mathematical
models and trading strategies based
on historical data. Historical data may
not accurately predict future market
conditions. Additionally, unforeseen
market disruptions can occur, resulting in

algorithmic traders' losses.

Technical Failures

Algo trading relies heavily on technology,
including computer programs and high-
speed internet connections. Technical
failures, such as system outages,
connectivity issues, or power outages, can
disrupt the trading process and lead to

missed trades, errors, or even losses.

Y
-

1
A
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Impact on the Market

Algo trading has been suspected of

increasing market volatility and can
significantly impact the markets,
especially when large orders are executed.
It can even lead to so-called flash crashes.
The increasing use of algorithmic trading
has raised regulatory concerns regarding
market manipulation, price stability, and
fair competition.

ERROR
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Bottom

Line

Algorithmic trading is not immune to risks
such as errors or malfunctions in the
computer systems, network connectivity
issues, and time lags, which could result in
investor losses. The susceptibility of algo-

trading to market manipulation and fraud

also raises concerns. Therefore, investors
must evaluate the risks and benefits of
algorithmic trading thoroughly.

Despite these challenges, algorithmic trading
remains a powerful tool for traders to grow
and protect their wealth in today's fast-paced
and competitive financial markets.

Trading automation presents an efficient way

to experiment with strategies and automate
tedious processes for quicker results.
Algorithmic trading has revolutionised the
trading industry by automating routine
trading processes, reducing human error, and
allowing traders to make faster, more
objective trading decisions. With the
financial industry embracing algorithms,
there are lucrative opportunities for growth in
the future.
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Stocks To Bet On

& M

LARSEN & TOUBRO indiamart Abbott
Larsen & Toubro Ltd IndiaMART InterMESH Ltd Abbott India Ltd
n"!"" UltraTech
Life
Sorwtha ke.j&fof The Engineer's Choice
HDFC Life Insurance Company Ltd UltraTech Cement Ltd

Exclusive Recommendation By:

EquityPandit Financial Services Pvt. Ltd.
(SEBI Registration Number INAOO0O006688)
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Confused about which
stock to invest in ?

Ask the Experts for free!!

&Click HereJ'

Want to know all the important
business news and events?

Find it Here

\CIick HereJ'

How will the market move in
the next trading session?

\CIick HereJ'

Grab all the market opportunities!

\CIick Here mr
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http://www.equitypandit.com/ask-analyst.php
http://www.equitypandit.com/news-events/
https://www.equitypandit.com/prediction/
https://www.equitypandit.com/unicorn/

About EquityPandit

EquityPandit is a leading research and advisory firm in India. the
firm is one of the biggest players with a dominant position in both
institutional and retail. The company specialises in the business of
analysis, information and, intelligence.

The business is supported by efficient, powerful research and
back-office team. EquityPandit's set of diligent advisors helps its
customer plan and get more out of one's money. We offer a
diversified range of product according to the difference in needs of
aninvestor, trader or a broker.

The firm's philosophy is entirely client-centric, with a clear focus on
providing long term value addition to the client while maintaining
the highest standard excellence, ethics, and professionalism. The
entire firm activities are divided across distinct client groups,
individuals, private clients, corporate and, institutions all of which
are supported by the powerful research team.

Disclaimer

The recommendation made herein does not constitute an offer to
sell or a solicitation to buy any of the securities mentioned. No
presentation can be made that the recommendation contained
herein will be profitable or that they will not resultin losses. Readers
using the information contained herein are solely responsible for
their action. Information is obtained from sources deemed to be
reliable butis not guaranteed as to accuracy and completencess.
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