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(Regd. under Societies Acts Derivative Trading De-Addiction Among Retail Traders

Regd. No. 656 Dt. 6-9-93) In the fast-paced world of financial markets, derivative trading stands out for its complexity.
Derivatives, such as options and futures allow traders to speculate on the future prices of underlying
assets, ranging from stocks to commodities. While these financial instruments offer opportunities
for profit, they also carry substantial risk, particularly for retail traders who might lack the

Administrative Office :

Investor Education experience and resources to navigate their complexities effectively.
& Welfare Association In recent years, there has been a growing concern over the increasing prevalence of derivative
407, Reena Complex trading among retail investors. The allure of potentially high returns has drawn many into the
’ ’ derivatives market, often with little understanding of the associated risks. This has led to an

Ramdev Nagar, alarming trend of derivative trading addiction among retail traders.
Vidyavihar (West), Derivatives are inherently leveraged, meaning that traders can control large positions with relatively
Mumbai - 400 086 small amounts of capital. This leverage can magnify gains, but it can also exacerbate losses. For
e - S retail traders, who might be drawn in by the prospect of quick, substantial profits, the risk of
ensite . www.lewa.in significant financial losses is high. The volatility and complexity of derivatives can lead to a
E-mail ; inffo@iewa.in dangerous cycle where traders, driven by the desire to recover losses or achieve high returns, engage

inincreasingly speculative and risky behavior.

Addiction to derivative trading often mirrors the behaviors seen in gambling addiction. The
intermittent nature of gains and losses can create a compulsion to continue trading, driven by both
the thrill of winning and the desperation to recoup losses. This cycle can be particularly pernicious
for retail traders who may lack the emotional resilience and financial cushion to manage the swings
ofthe market.

Retail traders are also susceptible to the influence of social media and online trading
communities, where success stories are amplified and risks are downplayed. The pressure to
INSIDE keep up with perceived trends and the fear of missing out (FOMO) can exacerbate trading

addiction, leading individuals to take on excessive risk in pursuit of short-term gains.
1) UCombating Unwanted To mitigate the risks associated with derivative trading, Increasing awareness about the
Calls and risks of derivative trading is fundamental. Retail traders need access to comprehensive

educational resources that cover not only the mechanics of derivatives but also the
psychological and financial risks involved. Financial literacy programs should
) emphasize the importance of understanding risk management and the potential for
2) ol Risaq significant losses.

B BNE oo Also Encouraging a culture of long-term investing over speculative trading can help shift
the focus from short-term gains to sustainable financial growth. Retail traders should be
encouraged to adopt a diversified investment strategy and to view trading as a component
of'abroader financial plan rather than a standalone activity.

Derivative trading comes with substantial risks, especially for retail traders. The
addiction to trading derivatives can have devastating financial and psychological
consequences. Addressing this issue requires a multifaceted approach that includes
education, regulation and the promotion of responsible trading practices. By taking these
steps, we can help ensure that retail traders are better equipped to navigate the
complexities of derivative trading and protect their financial well-being.

INVESTOR PROTECTION THROUGH EDUCATION

Views expressed by contributors are their own and the association does not accept any responsibility.
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You don't miss the updates
on your online orders as your
mobile number is registered with them.

Then why miss your

demat transaction updates

by not registering your mobile number
with the depository participant?

INVEST RIGHT TOH FUTURE BRIGHT

Visit https://www.bseipf.com/doandonts.html| to know safe investing practices.




COMBATING UNWANTED CALLS AND INVESTMENT SCAMS

In recent times, there has been a significant increase in unwanted commercial calls and fraudulent activities
targeting investors in the stock market. Cybercriminals are using sophisticated methods like fake mobile
apps, deceptive websites, and messaging apps like WhatsApp and Telegram to trick people. They pretend to
be trustworthy stockbrokers, financial advisors, or company officials to deceive investors into making bad
investments.

To tackle this issue, the Joint Committee of Regulators (JCoR), set up by the Telecom Regulatory Authority of
India (TRAI), is taking action. They're implementing strict rules to stop these unsolicited calls and scams that
use telecom services. Their goal is to protect investors who put their money in the stock market.

The Committee has outlined some important steps to follow to help protect investors from these risks:

1. Reporting Unwanted Calls:

- If you get spam or unwanted commercial calls without your permission, complain by using your
telecom provider's app or website, the TRAI DND (Do Not Disturb) app, or by calling/SMS to 1909.

Example: Many investors receive calls promising big profits if they invest quickly. These calls often come
from unknown numbers and are designed to trick people into making bad financial decisions. Reporting these
calls quickly can help authorities shut down these scams.

2. Reporting Suspected Fraud:

- If you suspect a call or message is a scam, especially if it's about investing money, report it
immediately. You can use the "Chakshu Platform" on the Department of Telecommunications (DoT) website

(https://sancharsaathi.gov.in/sfc/Home/sfc-complaint.jsp).

Example: Some investors fell for a fake investment website that promised high returns. After they invested
their money, they found out it was a scam. Reporting such websites helps stop other people from losing their
money the same way.

3. WhattoDoifYou're a Victim:

- If you've already lost money to a scam, report it to the Cyber Crime helpline at 1930 or through their
official website (https://www.cybercrime.gov.in).

Example: Investors have been tricked by emails that look real, but are actually fake. These emails ask for
login information for trading accounts. People who give their information lose money. Reporting these scams
quickly can help catch the criminals and stop more people from being victims.



Educating Investors for Protection

It's important for investors to be aware of these risks and know how to protect themselves:

- Be cautious of unsolicited calls or messages offering investment opportunities that sound too good to
be true.

- Verify the credentials of anyone offering financial advice or investment services. Legitimate
professionals will have clear credentials and licenses.

By staying informed and taking action, we can create a safer environment for investors and uphold trust and
honesty in financial services.
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RIGHTS AND OBLIGATIONS OF INVESTORS

(Annexure-2 by SEBI)
(Courtesy- Security and Exchange Board of India)

Rights of Investors
® (Get Unique Client Code (UCC)allotted from broker.

® Get a copy of KYC and other documents executed from
intermediary.

Get trades executed in only your UCC.

Place order on meeting the norms agreed to with the Member.
Get best price.

Get the contract note for tfrades executed.

Ask the details of charges levied.

Receive funds and securities on time.

Receive statement of accounts from trading member.

Ask for settlement of accounts.

Get statementsas per agreed schedule.

Obligations of Investors

Execute Know Your Client (KYC) documents and provide
supporting documents.

Understand the voluntary conditions being agreed with the
trading member-.

Understand the rights given to the Trading Members.
Read Risk Disclosure Document.

Understand the product and operational framework and
deadlines. Pay margins in time.

Pay funds and securities for settlement in time.

Verify details of trades, Verify bank account and DP account for
funds and securities movement.

Review contract notes and statement of account.

Disclaimer : - The illustration are merely indicative in nature which should not be construed as investment advice
and neither ensure you profits nor protect you from making a loss in declining market.

INVESTOR PROTECTION THROUGH EDUCATION

On behalf of Investor Education & Welfare Association.
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