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ABSTRACT
To examine individual investor trading behavior in relation to net profit or loss for the equities F&O segment solely for the fiscal years 2019 and 2022. The study periods have been appropriately chosen with consideration for the increase in individual investor activity over the past three years, allowing for a comparative analysis of the patterns prior to and following the Covid-19 epidemic. Individual traders in the 30 to 40 year old age range participated at the greatest rate (39%) of any age group during FY22. The percentage share of involvement increased dramatically for younger individual traders (20 to 30 years old) from 11% in FY19 to 36% in FY22. Males (>80%) dominated individual trader activity in the stock F&O segment in both years. In the equity F&O segment, 89% of individual traders that is, 9 out of 10 individual traders incurred losses6 in FY22, with an average loss of Rs. 1.1 lakh, while 90% of active traders saw average losses of Rs. 1.25 lakh during the same time. With the exception of outliers, the average net trading loss for loss makers among active traders in FY22 was about ₹ 50,000. With the exception of outliers, the average loss for a loss maker among active traders in FY22 was more than 15 times higher than the average profit for a profit maker.
HIGHLIGHTS
9 out of 10 individual traders incurred losses6 in FY22, with an average loss of Rs. 1.1 lakh.
Individual traders in the 30 to 40 year old age range participated at the greatest rate (39%) of any age group during FY22.
The percentage share of involvement increased dramatically for younger individual traders (20 to 30 years old) from 11% in FY19 to 36% in FY22.
Keywords: Stocks analysis, Sebi, F and O, traders report, Trading.

INTRODUCTION
In FY22, an average loss of Rs. 0.77 lakh was suffered by 89% of traders who traded index options and Rs. 0.66 lakh by 82% of traders who traded stock options. With an average loss of Rs. 2.1 lakh and Rs. 0.96 lakh, respectively, the percentage of losers was 74% and 67% for stock futures and index futures, respectively. When compared to all other age groups in FY22, the youngest age group—those under 20—which made up roughly 1% of the participation share—saw the highest average profit by profit makers and the biggest average loss by loss makers in the futures segment. Stock futures generated the largest average profit for profit makers in FY22 (Rs. 2.4 lakh), followed by index options (Rs. 0.92 lakh). Although women made up less than 20% of the participating workforce in FY22, on average, female loss makers and profit makers produced greater profits than their male counterparts across all product categories. Even traders who made net trading profits had transaction costs deduct from their earnings ranging from 15% to 50%10. The percentage of inactive traders who turned a profit, however, was a very modest 6%.
All product categories saw a decrease in the TC as a percentage of net trading profit during FY22 compared to FY19. In FY22, index options had the greatest TC as a proportion of net trading profit (21%), followed by index futures (17%), while stock futures (11%) and stock options (8%), on the other hand, had relatively lower TC. In comparison to FY19, when the range was 27% to 31%, profit makers in age groups older than 30 showed a falling trend in TC as a percentage of net trading profit during FY22 (ranging from 25% to 26%). In both years, men profit makers spent a bigger proportion of their net trading profit (TC) than did female profit makers.
Individual client-wise data of realized net trading profit / loss incurred during FY19 and FY22 has been collected for the study from the top 10 brokers (based on individual traders’ turnover for the period FY22) in the equity F&O segment of NSE. This includes HUF and NRIs but excludes Proprietary traders, institutions, partnership firms, etc. In the NSE stock F&O category, these top 10 brokers accounted for approximately 50% and 67%, respectively, of the individual client level turnover in FY19 and FY22.
LITERATURE REVIEW
The profitability of trading is largely dependent on the relationship between risk and reward. The Modern Portfolio Theory by Markowitz (1952) offers a framework for comprehending how diversification can lower risk and increase profits. The management of this trade-off by individual traders is still being studied in recent studies. Studies on the subject, such the one conducted in 2004 by Brunnermeier and Nagel, examine the effects of stop-loss and take-profit levels on trading results. These tactics are essential for safeguarding advantages and controlling possible losses. Black (1972) demonstrated how using leverage in trading might increase both gains and losses. The literature on margin trading emphasizes how crucial it is to be aware of the risks and keep enough cash on hand to weather volatile markets. 
According to Fama's (1970) Efficient Market Hypothesis, asset prices accurately reflect all available data. This implies that market efficiency may make it challenging for individual traders to consistently outperform. Research on arbitrage, such that done by Ross (1976), explains how differences in market prices can lead to profitable opportunities. It is important for individual traders to be aware of these opportunities and the hazards involved. A vital field of research is how rules influence trading activities. Pritchard (2003) and other authors works examine the effects of legislative changes on trading tactics and market dynamics.Trade practices ethical ramifications are being examined more closely. The impact of unethical activity on market integrity and the significance of upholding ethical standards in trading are covered in research by Choi (2005).
METHODOLOGY
In order to analyse the net profit/ loss of individual traders dealing in equity F&O segment, data has been collated from top 10 brokers with respect to realized net trading profit/loss, transaction cost, number of transactions carried out during the analysis period, various demographic parameters which includes age, gender, and city. Further, most of the data fields have been divided into sub-categories as mentioned in the Table 1 below, in order to have a holistic as well as an in-depth view of the P&L of individual traders across different categories.

	Sl. No.
	DataFields/ Parameters
	Sub-category

	1
	Product Category
	IndexOptions,StockOptions, Index Futures,Stock Futures

	2
	Age
	<20,20-30,30-40, 40-50,50-60,>60 (years)

	3
	Gender
	Male/Female

	4
	City
	TierI,TierII,Tier III*



Table1: Description of Data fields

This subsection contains the product-wise analytic observations for the cohort of the active trimmed distribution across different attributes (age, gender, and city). 

	
	AllIndividual Traders
	
	ActiveIndividual Traders
	
	Non-active IndividualTraders
	
	Active Trimmed IndividualTraders

	
	FY19
	FY22
	
	FY19
	FY22
	
	FY19
	FY22
	
	FY19
	FY22

	Total number of individualtraders
(sample)
	7,06,757
	45,24,841
	
	6,17,652
	39,76,419
	
	89,105
	5,48,422
	
	5,55,886
	35,78,777

	%oftotal
	100%
	100%
	
	87%
	88%
	
	13%
	12%
	
	79%
	79%

	%ofLossmakers
duringtheyear
	85%
	89%
	
	87%
	90%
	
	76%
	83%
	
	91%
	94%

	% of Profit makersduringthe
year
	15%
	11%
	
	13%
	10%
	
	24%
	17%
	
	9%
	6%



Table 2: Individual Traders Participation in Equity F&O Segment.


Major observations, if any, for the entire group of individual merchants have also been noted. The largest average loss across all products for loss makers in FY22 was Rs. 2.1 lakh in stock futures, while the second-highest amount was Rs. 0.96 lakh in index futures. Additionally, during FY22, the average loss incurred by loss makers in stock options and index options was Rs. 0.66 lakh and Rs. 0.77 lakh, respectively. Stock futures generated the largest average profit for profit makers (Rs. 2.4 lakh), with index options coming in second (Rs. 0.92 lakh). While 17% of individual index option traders made money in FY19, just 11% did so in FY22. Nevertheless, profit makers' average profit increased by 63% in FY22 compared to FY19. The number of individual stock and index option traders increased by approximately 5 and 8 times, respectively, in FY22 compared to FY19. The percentage of individual traders who had lost money throughout the two years was noticeably larger than the percentage of traders who had made money in every product category. 
During FY22, 89% and 82% of the individual traders who traded in index options and  stock options respectively, incurred losses. The percentage was even higher at 92% and 85% respectively, for individual traders belonging to active trimmed distribution.  Further, 74% and 67% of the individual traders who traded in index futures and stock futures respectively lost money during FY22, down from 79% and 80% respectively during FY19.  Percentage of loss makers who traded in index options and stock options went up during  FY22 over FY19.
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Fig 1: Percentage of Loss Makers

RESULTS AND DISCUSSIONS
88% of the sample's unique individual traders were active traders, with a total of 45.2 lakhs trading in the equities F&O segment in FY22 compared to 7.1 lakhs in FY19 (a notable rise of over 500% from FY19 to FY22). 9 out of 10 individual traders in the equities F&O category, or 89% of them, experienced losses in FY22 compared to 87% in FY19. In FY22, the percentage increased to 90% for active traders and to 94% when the outliers were removed from the active individual traders group (active trimmed). While it was up from 76% in FY19, the percentage of loss makers for inactive individual traders was slightly lower in FY22 at 83%. 

	
	ActiveTrimmed

	
	FY19
	FY22

	AverageP&L
	-81,608
	-56,758

	MedianP&L
	-30,576
	-21,768

	25thpercentileP&L
	-1,01,563
	-69,489

	%ofindividualtradersmadeloss
	91%
	94%

	%ofindividualtradersmadeprofit
	9%
	6%

	Averageprofitmadebyprofit makers
	8,347
	3,365

	Averagelossmadebylossmakers
	-90,691
	-60,314

	Averagenettradingprofitmadebyprofitmakers
	15,989
	7,030

	Averagenettradinglossmadebyloss makers
	-68,469
	-46,969



Table 3: Summary Statistics of P&L of Active Individual Traders (excluding Outliers)
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Fig 3: Average P&L across city groups in FY22 (Active trimmed)


For both FY19 and FY22, the average profit made by female entrepreneurs and the average loss suffered by female entrepreneurs were higher than those of their male counterparts. Female loss makers lost an average of Rs. 1.3 lakhs in FY22 as opposed to an average of Rs. 1.9 lakhs in FY19. Comparably, the average loss incurred by male loss makers in FY22 was Rs. 1.1 lakhs, as opposed to Rs. 1.7 lakhs in FY19.
CONCLUSION
The correlation between Portfolio net trading P&L and net trading P&L made in the equity F&O segment was 0.84 in FY19 and 0.80 in FY22, based on a sample of 36.7 lakh individual traders in the equity F&O segment (and 4.9 lakh individual traders in FY19). In the cash and stock F&O segments, the correlation between the net trading P&L suffered by individual traders was -0.07 in FY22 and 0.06 in FY19. In comparison to FY19, when the range was 27% to 31%, profit makers in age groups older than 30 showed a falling trend in TC as a percentage of net trading profit during FY22 (ranging from 25% to 26%). In terms of proportion of net trading profit during the two years, the youngest group of profit producers spent the least amount of TC.
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