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Dear Readers,

In this month's edition of ISMJ, we begin with
Mastering the Covered Call Strategy, what it is, how it
works, and why it can be an important tool for
investors looking to enhance returns while managing
risk.

Next, we explore How UPI Is Changing the Banking
System in India. From faster transactions to
seamless digital payments, ISMJ examines how this
revolutionary system is reshaping the way people
interact with banks and manage money.

We then turn our attention to the future with How
Gen Z is Shaping the Indian Economy. From
consumption patterns to entrepreneurship, ISMJ
highlights the ways this generation is influencing
market trends, investments, and economic growth.

Our market insights continue with Mastering Market
Trends with Pivot Points. Learn how to use pivot
points as a practical tool to spot potential reversals,
breakout opportunities, and better time your trades.

Investors will also benefit from How to Spot the
Difference Between Breakout and Fakeout. ISMJ
breaks down techniques to distinguish genuine price
moves from false signals, helping you make more
informed decisions.

Finally, we examine How Market Cycles Shape Stock
Fundamentals. Understanding market cycles is key
to assessing company performance, managing
investments, and navigating long-term trends.

We appreciate your continued support and
feedback on our previous editions. Your insights help
us grow stronger. Feel free to reach out to us at
support@equitypandit.com.

Happy Investing!
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Imagine earning steady income
from your stocks even when they barely
move—without the sleepless-night risk.
That's the appeal of the covered call
strategy, a time-tested options approach
that blends patience with smart planning.
In this guide, we'll show you how it works,
when to use it, and how to squeeze more

value from shares you already own.

Understanding The Covered Call Strategy

At its core, a covered call means you own
the stock first and then sell a call option on
that same stock to collect an upfront
premium.

It's called covered because the shares you
already hold “cover” the obligation if the
option buyer decides to purchase them.
The premium you receive provides a
small cushion if the stock drifts sideways
or dips slightly. This approach is most
effective when you expect the stock to
stay fairly steady orrise just a little.
Covered calls have been around since
the Chicago Board Options Exchange
launched in 1973 and gained traction in
India after the NSE introduced derivatives
trading in the early 2000s. Today, they
remain a go-to tactic for conservative
investors seeking consistent income.

Transitioning from what it is to how you

actually execute it, let's look at the step-
by-step process.
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How A Covered Call Works

Think of it as putting your shares to work

without selling them outright:

1. Own the Stock — Hold at least 100
shares of a company—say Reliance or
Infosys—to “cover” the option.

2. Sell the Call Option — Offer someone
the right (not the obligation) to buy
your shares at a strike price by a set
expiry date. You receive a premium
upfront for granting that right.

3. Keep the Premium — This premium is
yours no matter what happens next. It
softens small losses and adds profit if
the stock stays flat or rises slightly.

4. If the Stock Stays Flat or Falls —
The option expires worthless. You
keep both the premium and your
shares—an ideal outcome.

5. If the Stock Rises Above the Strike —
The buyer can purchase your shares at

the strike price. You still keep the
premium, but any gains beyond that
price are off the table.
This strategy shines in sideways or mildly
bullish markets: you earn from the
premium while retaining ownership until
the strike is hit.

A Real-World Example: Reliance Industries

* Suppose you own 100 shares of
Reliance, currently trading at Rs 1,415.

* You believe the stock will hover
between Rs 1,415 and Rs 1,460 over
the next month. You sell a one-month
call option with:

Strike price: Rs 1,460
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Here's how it could play out:

Case 1 —

* Pricestays below Rs 1,460 (e.g.,Rs 1,440)

» The option expires worthless.

* Youkeep the premium: 100 x Rs 25=Rs 2,500 profit.
Case 2 —

» Pricerisesabove Rs 1,460 (e.g.,Rs 1,500)

» Buyer exercises the option.

* YousellatRs 1,460, earning (1,460—1,415)%x100=Rs 4,500
* plusthe Rs 2,500 premium.

* Total profit: Rs 7,000

* butyoumiss gains beyond Rs 1,460.

Case 3 -

o Pricefallsto Rs 1,350

+ Option expires worthless; premium stays yours (Rs 2,500).

» Butyour shares lose (1,415—1,350) x 100=Rs 6,500.
* Netloss= Rs 4,000 after accounting for the

premium.

This snapshot shows the trade-off:

steady income versus capped upside.
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Pros And Cons To Weigh

Before diving in, weigh the advantages and limitations carefully.

i

Extra Income — Collect regular premiums even if the stock barely moves.

Lower Risk than Naked Calls — You already own the shares, so there's no
scramble to buy at high prices.

Partial Downside Cushion — Premiums offset small losses.
Great for Sideways Markets — Ideal when prices drift or inch upward.

Makes Long-Term Holdings Work Harder — Earn without selling your
core stocks.

Straightforward — Easier to grasp than many options strategies.

(e

Profit Cap — Gains stop at the strike plus premium.
Big Drop Risk — A sharp fall can still hurt despite the cushion.
Shares Might Be Sold — You must deliver if the buyer exercises.

Capital Tie-Up — You need the shares upfront and brokers may block
margin.

Weak in Strong Bull Runs — Underperforms when markets surge.
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Key Takeaways And Extra Tips

Choose the Right Stock: Stable, large-
cap stocks with liquid options are best.
Pick a Sensible Strike Price: Slightly
above the current market price balances
income with the chance to keep your
shares.

Set an Exit Plan: Decide in advance
whether you're willing to let shares be
called away or if you'll buy back the
option to keep them.

Watch Expiry Dates: Shorter expiries

mean more frequent premiums but

require more monitoring,.

The covered call strategy is a practical, low-risk way to generate
steady cash flow from stocks you already own. It's not a get-rich-
quick tactic—it's about discipline and patience.

Use it when you expect modest or sideways movement, enjoy the
added income, and accept that your upside is capped. With
thoughtful stock selection and strike pricing, covered calls can

turn a quiet portfolio into a consistent income engine.
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In just a few years, India's banking
and payments landscape has been trans-
formed. At the heart of this transformation
lies UPI (Unified Payments Interface),
which is a real-time payment system
launched in 2016 by NPCI (National
Payments Corporation of India). What
began as a digital payments innovation
has steadily become the backbone of
India's banking system, altering how
banks operate, how customers transact,
and how financial inclusion is redefined.
What makes the UPI phenomenon
especially remarkable is how it has
reoriented entire banking workflows-
from customer acquisition and transaction
infrastructure to credit delivery and cross-
bank interoperability. In this blog, we
walk through the evolution of UPI,
explore how it is changing banks' roles
and strategies, examine measurable
impacts, and look at challenges and future

possibilities.

What Is UPI and How Did It Evolve?

UPI is an instant inter-bank payment
system that allows users to transfer money
between bank accounts via their mobile
device, using a UPI ID or Virtual Payment
Address (VPA). It operates 24/7, across
banks, with minimal friction and real-time

settlement.
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Key milestones and scale

» AsofJune 2025, UPI processed over » UPI now accounts for roughly 85% of

Rs 24.03 lakh crore in value, across India's digital transactions by volume.
18.39 billion transactions. * On a global level, India's UPI is now

e InAugust2025, UPI volume crossed recognised as one of the largest real-time
20,008 million (20.008 billion) payment networks by volume.

transactions, valued at Rs 24.85 lakh The rapid scaling of UPI has gone from a
crore. nascent protocol to a dominant

» UPI connects 684 live banks (as of infrastructure that has laid the foundation for

July 2025) in India. its deep impact on banking.

Banks Become Payment Layer Providers, Not Gatekeepers

Traditionally, banks handled both custodial ¢ Banks must integrate with UPI,
accounts and their own transaction rails exposing APIs to NPCI and third-party
(NEFT, RTGS, IMPS). UPI decouples the apps.

payments layer from any single bank. ¢ Customersseamlessly transact via apps

Now: like PhonePe, Google Pay, Paytm, etc.,
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even if their accounts are at a This forces banks to rethink their value
different bank. proposition: they need to compete on

» Banks shift from being monolithic user experience, trust, and value-
controllers of their own systems to added features rather than just account
enabling nodes in a shared rail. access.

Cost And Operational Efficiency

UPI's digital architecture reduces costs for Banks can repurpose infrastructure saved

banks: from traditional operations to better

 Lower overheads for branch-based  customer services and digital innovation.
cash handling.

 Fewer intermediaries in payment
settlement.

» Reduced friction and errors in reconcil-
1ations.

« Scalable infrastructure that handles
peaks (festivals, salary days) without

proportional cost increases.

Customer Acquisition & Relationships

Because UPI is so convenient and ing, KYC, frictionless signup, and
accessible: embedding value-added services
* Many users open accounts just to use (lending, savings, wealth products)
UPI, or switch banks, competing to be around UPI touchpoints.
the “bank behind the UPI.” » Thus, UPI becomes a customer funnel
» Banks focus more on digital onboard- tool.
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Credit & Lending via UP!

The next frontier is embedded credit and

lending via UPI:

» NPCI and banks are working to link
credit lines / RuPay cards / lines of
credit to UPI apps, enabling users to
draw credit and repay via UPL.

» This opens paths for instant micro-
loans, overdraft, BNPL (buy-now-pay-
later) directly within UPI flows.

» Because transaction history is rich,
banks can better assess creditworthi-
ness.

Thus, UPI may evolve into not just a

payments platform, but a financial

services platform.

Interoperability and Banking Innovation Pressure

UPI's open, interoperable model compels

banks to modernise:

» They must restructure legacy systems to
support real-time APIs, microservices,
and high availability.

« Banks need to focus on UX, data
analytics, loyalty, and value-added
services instead of just deposit and
lending spreads.

« Smaller banks can innovate and plug in,
creating a more distributed ecosystem
rather than a few large banks dominating.
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Inclusion & Formalisation

One of UPI's strongest achievements is

bringing many cash-only users into the

formal financial network:

* Rural, semi-urban, and underbanked
regions embraced UPI via QR payments
and feature phone USSD options.

« UPI has helped formalise informal
commerce, as more small vendors
accept digital payments.

The BIS estimates that UPI has driven

strides in financial inclusion while

preserving consumer protections.

Cost Savings For The Economy

* An estimate by the World Economic
Forum suggests UPI has saved India
~USD 67 billion (Rs 5.5 lakh crore)
since inception, when compared to
cash and card costs (handling, cash
logistics, fraud, delays).

» The removal of friction, intermediar-
ies, and 1nefficiencies translates into
productivity gains for commerce and
banking.

Contribution to GOP / Growth

« Some research indicates that 1%
increase in UPI transaction volumes
correlates with a 0.03% increase in
GDP growth.

o UPI helps accelerate the circulation
velocity of money, lowers cash drag,
and encourages digital commerce

expansion.
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Dominance in Digital Payments

« India's share of digital payments is e The growth in banks joining UPI (675

dominated by UPI. By mid-2025, in June 2025, up from 602 the previous
average daily UPI transaction value year) and the increase in merchant QR
had crossed Rs 90,000 crore (USD codes confirm the deepening reach of
~10.3 billion). UPL

The power of UPI comes with responsibilities and friction points.
Some notable challenges:

Technical And Scalability Risks

» Outages happen. In April 2025, a major
UPI outage lasted ~5 hours due to API
flooding.

» Peak transaction loads strain systems,

especially during large festivals or
sales.
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Fraud, Security & User Trust

As usage surges, fraud attempts
(phishing, fake UPIIDs) also increase.
Banks and NPCI must continuously

upgrade security, monitoring, anomaly

detection, and user education.

Overuse / Overspending Behaviour

. |
;

A behavioural study found that ~75%
respondents reported increased spending ‘

attributable to UPI's frictionless nature,
as “intangible” payments reduce the :
psychological “pain of paying.” \

This may lead to weaker saving habits if \
not checked.

Some populations—elderly, rural
users, or those without smartphones
—remain excluded or vulnerable.

Reliance on digital channels places a

premium on digital user experience,

which needs constant refinement.

Regulatory & Privacy Concerns

Data privacy, KYC compliance, cross- complex issues.
border interoperability, and oversight * Ensuring consumer protection while
over third-party payment apps are scaling is abalancing act.

15 | ISMJ October 2025



I —:equitgpandit

Future Directions: What's Next for UPI & Banking

NPCI is extending UPI internationally
by tying up with other nations' payment
networks.

For example, Indian travellers can now
use UPI payments in Qatar at merchant
terminals via partnerships.

PayPal plans to integrate UPI in its
cross-border “PayPal World” platform
to enable global payments via UPI.

Credit / Instalment Features

NPCI is working on converting UPI
transactions into EMIs (Equated
Monthly Instalments), letting users
immediately split a UPI purchase into
credit repayments.

This will embed credit functionality
deeper into everyday payments.

UPI Lite, Offline Payments & Offline Modes

UPI Lite allows low-value offline
payments without network connectiv-

ity—helpful in low signal zones.

* Further expansion of *USSD-based

UPI ensures payment access on feature
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Banking Strategy Transformation

» Banks will increasingly offer value-
added services around UPI: mini-loans,
cross-sell, and payments-linked wealth
products.

« Strategic collaboration with fintechs
will become vital as banks must evolve

from transaction providers to financial

platforms.

CONGLUSION

v

UPI's rise is not just a fintech success story, but it is redefining banking
in India at a structural level. From displacing cash, reworking bank
roles, enabling credit, and formalising commerce, UPI is the rails on
which India's digital economy runs.

Banks, regulators, and fintechs must continue to innovate, secure, and
scale the UPI infrastructure. Balancing inclusion and risk, scaling
responsibly into credit and cross-border realms, and managing user

behaviour will be key. As UPI evolves, so too will the banking system

to be more open, flexible, digital, and user-centric. The era of “bank in

your pocket” is already here and UPI is steering the helm.

UNIFIED PAYMENTS INTERFACE
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India is undergoing a powerful
generational shift. Among its 1.4
billion people, Generation Z (born
between 1997 and 2012) has emerged
as a transformative force. Unlike any
generation before them, they have grown
up 1in a digital-first, hyper-connected, and
globalised world. With smartphones in
their hands, social media as their
playground, and technology shaping their
every interaction, Gen Z is redefining how
India works, spends, saves, and aspires.

Their role in the economy is already visi-
ble. With 377 million members, they are
India's largest demographic group, repre-
senting nearly 27% of the population.
They are not just consumers—they are
employees, entrepreneurs, investors, and
trendsetters who are shaping markets,
industries, and even policymaking. Let's
dive into how this young generation is
influencing the Indian economy, and what
1t means for businesses, investors, and

policymakers.

: 0 '

Who Is Gen Z In India: Size, Strength
& Economic Position

* Gen ZisIndia's largest generation ever,
ataround 377 million strong.

o As of 2024-25, about one in four Gen
Zers are already part of the workforce.

e Their share in consumer spending is
already significant. According to a joint

BCG + Snap Inc. report, Gen Z
accounts for 43% of India's total-
consumption spending (US$860
billion).

« This cohort is projected to reach US$2
trillion in spending power by 2035,
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meaning their influence on economic

growth (consumer markets, services,
tech, media) will only increase.

These numbers show that Gen Z isn't just

“the future”—they already are a major

economic force.

Gen Z's Spending Behaviour:
Preferences & Patterns

Gen Z's consumption isn't just large in aggregate—it behaves differently:

Direct vs. Influenced Spending

« Of the ~$§860B Gen Z-related preferences impact household decisions
consumption, around US$200B on fashion, tech, food, outings, and even
comes from Gen Zers spending their larger purchases.

own money (“direct spending”). The
rest (US$660B) is “influenced
spending” that includes purchases in
their family/household or decisions
influenced by them.

« This dual role, both as buyers and

influencers, is important. Gen Z's

Category Preferences & Lifestyle

 Gen Z shows a strong preference for < They tend to value trends, experiences,

fashion & lifestyle, consumer tech, brand identity, social influence and are
eating out / experiences, out-of-home less tied to legacy brands or status
entertainment, and beauty & personal purely via name. Being trendy, socially
care—each category has ~45-50%+ connected, and “in the know” often
share of Gen Z-driven spending. matters more.
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Digital & Social Influence

« Gen Z's discovery, research, and

purchasing often happen via digital
platforms, social media, and influencer
content. Brand loyalty is less stable
compared to earlier generations.

They expect speed, convenience,
transparency, and experiences (both
online and offline) tied to their values
(sustainability, authenticity).

Investment & Savings Habits: Early,
Cautious, But Creative

Though major spending drives headlines, Gen Z is not all about

consumption. Many show early interest in investing, savings, and

financial security.

Almost half of Gen Z India report
living paycheck to paycheck, yet
many are beginning to invest from
internships, early jobs, or even small
savings.

When they invest, they prefer liquid,
lower-risk, flexible formats, including
mutual funds (especially via Systema-
tic Investment Plans or SIPs), equities,
and newer fintech-based platforms.
Very often, they avoid locking large
sums into illiquid or traditional assets

(like large real estate) early on.

» Side hustles are common: many Gen

Zers are creating multiple income
streams like gig work, freelancing,
part-time content creation, etc.—both
to augment earnings and to gain

financial independence. This also

shapes how they perceive stability.
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Values, Expectations &
The “New Wallet” Norms

What Gen Z seeks isn't just what they buy, but how and why they
buy. Some key value shifts:

Money + Meaning + Well-being

For many, financial security is tied to self-
fulfilment, mental wellness, purpose, and
experiences. Gen Zs often choose jobs
that align with personal values or allow

creative/spiritual fulfilment alongside

earnings.

Authenticity & Ethical Concerns

Sustainability, environmental impact
ethical sourcing, and corporate values are
part of their brand expectations. They
prefer brands that “walk the talk.”

Speed, Usability, Flexibility

Value convenience, instant services, digital
experiences. Slow or clunky experiences
(in fintech or retail) tend to lose their

attention.
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Gen Z's Risks & Financial Challenges

Despite the potential, there are headwinds:

Living Paycheck to Paycheck: Knowledge or Information Gaps:

Over 50% of Gen Z report that this is their ~ While they have better access to informa-
day-to-day reality, implying a limited tion, separating quality guidance from
financial cushion. hype (especially online/social media)
High Exposure to Consumer Debt /  remainsachallenge.

Fintech Loans:

With easy credit and digital lending, some
have already taken risky debt. Credit
discipline, financial literacy, and avoiding
over-leverage are important.

Inflation and Cost of Living Pressures:
Rising housing, education, tech, and
lifestyle costs can eat into savings and

delay long-term investment or asset

ownership.
Impacts on the Indian Economy:

Macro & Business Implications

Given these patterns, Gen Z is influencing the economy

across multiple dimensions:

1. Consumer Markets Shift

Brands are rethinking product design, preference for digital, for sustainability, or
supply chains, and marketing channels. for “experiences over goods” are more
Companies that respond to Gen Z's likely to succeed.
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2. Fintech & Wealth Platforms Growth

Demand for user-friendly, app-centric ol

Ty
Onboarding, simple UI/UX, small ticket X } e L__I =

investment platforms has increased.

sizes, and easy access are tools they use.
Traditional financial institutions are being

pushed to modernise.

3. Job Market Transformations

Gen Z's values are pushing employers to
offer career growth, flexibility, work-life
balance, and remote/hybrid options. Also,
demand for upskilling—especially in

tech, digital, and AI—is on therise.
4. Savings and Long-Term Investment Trends

@\

Though still early, the inclination towards

R e iy &= i b
. ] £
5 y \)

equity, mutual funds, and even thematic

investing provides capital for growth

sectors. This flow of savings will fuel
capital markets, entrepreneurship, and

innovation.

9. Policy & Public Infrastructure Needs

With rising expectations, there's pressure
on government & regulators for digital
infrastructure, better financial education,

consumer protection in fintech, regulation

of online/influencer marketing, etc.
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What Businesses, Brands &
Policymakers Should Focus On

Given how rapidly Gen Z is changing things, what should

businesses and policymakers do to align?

Customer Insights &
Segmentation

Understand behaviour in sub-segments of
Gen Z (e.g. early-career vs. students vs.

creative freelancers). One size doesn't fit
all.

Digital First / Authenticity
UX Optimisation & Values

Fast, mobile-friendly, transparent digital Brands that demonstrate sustainability,
experiences; payment options; flexible ethical supply chains, and inclusion tend

models (subscriptions, rentals). to resonate more.

 Strengthen financial literacy (especially
digital & investment literacy).

» Regulate fintech / digital credit to
prevent risky borrowing.

« Support the gig economy & startups
which Gen Z flock to—through policy,

infrastructure, and tax regimes.
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Conclusion

Gen Z in India is no longer an emerging
force, but they're a central pillar of the
economy today. With their spending
power growing into the trillions, their
preferences are not just reshaping

consumer markets—they are reshaping

how companies operate, how investments
are planned, how employers offer work,
and how public policy evolves.

For individuals, brands, investors, and
policymakers alike, understanding Gen
Z's values, constraints, and opportunities
isn't optional, but it's essential. Because
the future of India's economy will be, to a
large degree, defined by how well the
nation responds to what Gen Z demands

and expects.
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Ever felt like the market moves in
mysterious ways—up one moment, down
the next, leaving you scrambling to catch
up? That's where pivot points step in.
Think of them as your secret roadmap
through the chaos—a way to spot where

prices might stall, reverse, or surge.

Instead of chasing every swing, pivot

points help you ride the trend confidently,
plan your moves, and make smarter
decisions.

By the end of this guide, you'll see how
these simple yet powerful levels can give
you a sharper edge in the market, whether
you're trading Nifty, Bank Nifty, or

individual stocks.

Understandin_g Pivot Points

Pivot points are key price levels that help
traders read the market and identify
potential support and resistance zones.
They're calculated using the previous
day's high, low, and closing prices.

» The main pivot point (P) is the average

ofthese three values.
 From this pivot, other levels like

support (S1, S2) and resistance (R1,
R2)are derived.

How traders interpret them:

 Price above the pivot — bullish signal
(buying opportunity)

 Price below the pivot — bearish signal
(selling opportunity)

» Price between S1 and R1 — sideways
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or range-bound market; ideal for quick
intraday trades

Pivot points give a snapshot of market
sentiment and help you plan trades rather

than guess.

Calculating Pivot Points Made Easy

You don't need a finance degree to calculate pivot points.
Here's the standard method:

Main Pivot Point (P):

High + Low + Close
3

Support and Resistance Levels:

S1 = (2 x Pivot) — High — first level where price may bounce

S2 = Pivot — (High — Low) — stronger support if S1 breaks

Resistance:

R1 = (2 x Pivot) — Low — first level where price may stall or reverse

R2 = Pivot + (High — Low) — next resistance if R1 is breached
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If yesterday's high was 105, low 95, and close 100:
P=(105+95+100)/3 =100 S1=(2x100)— 105 =95
R1=(2 x100)—95=105

You can already see how prices may move between these levels.

Breakout Cues:

Price breaks above R1 with strong volume — may target R2 — consider buying

Price falls below S1 — may move to S2 — consider selling

Pivot points act like road signs, helping you navigate trends and reversals.

Types of Pivot Points

Different trading styles call for different pivot point
variations:

Fibonacci Pivot Points Camarilla Pivot Points

Uses Fibonacci ratios (0.382, 0.618,  Tighter levels for short-term intraday or
1.000) to highlight possible reversal zones.  scalp trading. Good for spotting quick

Great for trending or volatile markets. moves.
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Woodie's Pivot Points Demark Pivot Points

Gives more weight to the previous day's Focuses on the relationship between open
closing price. Useful for trades around and close. Produces just one support and

market open. resistance level, keeping charts clean.

Each type adapts to different market rhythms—whether you're day
trading or analyzing weekly trends.

Why Pivot Points Matter

Pivot points simplify trading decisions:

Spot trends instantly: Above pivot — Ideal for intraday trades: Based on

bullish, below pivot — bearish previous day prices, useful in Nifty, Bank
Identify support/resistance zones: Nifty, or fast-moving stocks

Helps with precise entries, exits, and stop- Easy to access: Many trading platforms
losses automatically provide pivot levels

In short, pivot points give traders a quick, reliable map of the market.

Trading With Pivot Points

Here's how to use them effectively:

Spot the Trend

Market opens above Pivot (P) — bullish — look for buying opportunities

Market opens below Pivot (P) — bearish — look for selling opportunities
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Use Support and Resistance

Price near S1/S2 showing bounce — buy, stop-loss just below support

Price near R1/R2 starting to fall — sell, stop-loss just above resistance

Trade Breakouts

Price breaks R1 with strong volume — may go to R2 — buy

Price breaks S1 — may fall to S2 — sell

Combine with Other Tools

Indicators like RSI, MACD, or moving averages can confirm pivot signals.

Profit Booking

Buy near Pivot/S1 — target R1/R2 Sell near R1 — target Pivot/S1

Tip: High-volatility days (budget announcements, RBI decisions)
may break multiple pivot levels, while low-volatility days may
confine prices between S1 and R1.

Strategies Using Pivot Points

Pivot points work best when paired with proven strategies:

Breakout Strategy: Buy above R1, sell ~ Reversal Strategy: Look for bounces at

below S1; confirm with volume pivot levels; ideal in range-bound markets
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Pivot + Moving Averages: Confirms

_ﬂﬂ‘ o

ﬂﬂ '

trend strength

Pivot + RSI: RSI> 50 + price above pivot
— stronger buy signal

Pivot + Candlestick Patterns: Look for
reversal candles near pivots (e.g., bullish

Al

T"k?”m?hu?n‘hwhlw

engulfing at S1)
Multi-Timeframe Pivot Strategy: Use
daily, weekly, or monthly pivots for

confirmation; overlapping levels —

strong signals

Bottomline

Pivot points are more than just numbers Whether you're trading intraday, swing, or

on a chart—they're a trader's compass. positional, they help you:
. Identify strong support Plan entries, exits, and
Spot trends quickly y & Supp . o
and resistance levels stop-losses with precision

By combining pivot points with other indicators and trading strategies,
you gain a practical edge—trading smarter, not harder. Remember, pivot
points guide you—they don't guarantee results—but used wisely, they

make market chaos much more navigable.

33 | ISMJ October 2025



How To Spot The Difference
Between Breakout And Fakeout




I —:equitgpandit

In trading, few things are more
alluring and dangerous than breakouts. A
clean breakout offers the potential for big
gains, as price bursts past resistance (or
below support) and continues. But just as
common and often more costly are
fakeouts (also called false breakouts),
where the price appears to break a key
level but reverses sharply, trapping
hopeful traders. The difference between a
real breakout and a fakeout frequently

determines whether a trade becomes a

winner or a loser. Successful traders build

habits to filter out fakeouts and trade only

high-probability moves.

What Is A Breakout And What Is A Fakeout

A breakout occurs when the price
decisively moves beyond a well-defined
support or resistance level, usually with
conviction, and continues in the direction
of the break. In a bullish breakout, the
price breaches resistance and ideally
continues higher. In a bearish breakout,

support is broken, continuing downward.

Fakeout (False Breakout)

A fakeout is when the price temporarily
moves past a support or resistance level
but fails to sustain it and reverses back
inside the previous range. Traders who
entered believing the breakout is valid
often get trapped. It's essentially a trap
that lures breakout-hunters into bad

entries.

A breakout must be supported by volume, context, and

confirmation, whereas false breakouts typically fail these tests.
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Why Do Fakeouts Happen?
Market Mechanics & Psychology

To avoid being fooled by fakeouts, it helps to understand their causes:

Liquidity Traps / Stop Hunts \

A fakeout is when the price temporarily moves past a support or resistance
level but fails to sustain it and reverses back inside the previous range.
Traders who entered believing the breakout 1s valid often get trapped. It's
essentially a trap that lures breakout-hunters into bad entries.

J

Lack of Participation / Weak Volume

Without sufficient volume backing the move, the breakout lacks conviction.
A weak push beyond resistance is easier to reverse because there's no
substantial buying or selling force to sustain it. IG notes: if a breakout occurs

but sentiment is weak, the price can reverse quickly.

No Supporting Catalysts N

Genuine breakouts often coincide with fundamental or news catalysts
(earnings, macro data, policy changes). In their absence, a breakout may lack
the force to continue, making it susceptible to reversal.

Psychological Rejection And Rejection Wicks N

Breakouts sometimes fail because after pushing beyond, the price gets
rejected by stronger resistance (or support), creating long wicks, trapping

breakout traders.
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Overcrowded Trades / Herd Behaviour

~N
J

When too many traders expect a breakout, the setup becomes fragile: many
get in, but there's not enough new demand to push further. When breakout-
buyers run out of fuel, areversal becomes likely.

. J

Understanding these mechanics helps you look for clues that hint at traps rather than
not to blindly trust every breakout, but to genuine trends.

Key Confirmation Criteria:
How to Tell a Real Breakout

Here are the most reliable signals to confirm a breakout, so you don't

get fooled by fakeouts:

p Volume Spike & Participation N

» A genuine breakout usually involves above-average volume, often 1.5x to

2x average levels.
» The volume spike should occur at or just before the breakout level, not
afterwards.

If price breaks but with weak volume, thatis ared flag.

- Strong Price Action & Candle Behaviour N

» Clean, decisive candle closes beyond the level (minimal wick on the
breakout side).

* Broad bodies, not indecision candles like doji, spinning tops, or long
wicks.

» Near-term follow-through: subsequent candles confirming direction.
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- Retests / Pullback Holding the Level \

A valid breakout often retests the broken level as support (in case of upside)

or resistance (in case of downside). If that retest holds and price bounces off, it
confirms acceptance of the breakout. If the retest fails (price falls back
through the level), it suggests a fakeout.

Context, Trend Alignment & Multi-Timeframe Confirmation

» Abreakoutaligned with the underlying trend is more reliable.

* Breakouts from major levels (weekly/monthly highs, structural
support/resistance) carry more weight.

» Check consistency across multiple timeframes: a breakout on the daily
chart should also show strength in 4-hour and 1-hour charts.

» The Bookmap "3-point checklist" approach stresses checking volume,

liquidity, and continuation structure before committing.

p Momentum & Indicator Confirmation N

* Indicators like RSI, MACD, or momentum oscillators should align with
the breakout direction (no divergence).

 If price makes a new high (in a bullish breakout) but RSI makes a lower
high (divergence), that's suspicious and may signal a fakeout.

In sum, you don't just trade the breakout, but trade the confirmation.
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Common Mistakes That Lead To Getting Trapped

Even experienced traders commit errors. Here are the usual pitfalls:

Entering On The First Tick

Jumping into a breakout immediately often means entering
during a stop hunt or weak move. Better to wait for confirmation

or aretest.

Ignoring Volume Behaviour

2 &

Traders sometimes ignore volume entirely. A price move

without volume backing is very likely to reverse.

Using Too-Wide Stops or No Risk Control

Breakouts fail sometimes—if you risk too much or don't place
stops, a trap can be costly.

Chasing Breakouts Outside Trend Context

A breakout against the larger trend is more likely to be false or

short-lived.

®
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Misinterpreting Candlestick Wicks

Long wicks past a resistance or support (but closing inside the

range) often mean rejection and indicate false breakouts.

Practical Checklist: Before You Trade a Breakout

Here's a checklist you can use in real time:

Confirmation Point What You Need to See

Volume Strong volume surge at the breakout level

Candle Behavior Clean, decisive close beyond the level with
minimal opposite wick

Retest/Pullback Price comes back to test level and holds as support
/ resistance

Momentum /Indicator Indicators confirm the direction (no divergence)

Trend Context Breakout aligns with the higher timeframe trend

Support/Resistance Structure | The level being broken is strong / respected
historically

If any of those fail, be cautious as it might be a fakeout.

CONCLUSION

Spotting the difference between a real breakout and a fakeout is as much an art as a
science. While chart patterns give you the possible breakout zone, the real edge
comes from filtering with volume, structure, momentum, and context. Breakouts

invite high reward but carry high risk as fakeouts are traps in disguise. By practising
patience, confirmation, risk control, and context awareness, you can avoid being led
astray. Start small, use this checklist, study past charts, and over time, you'll get
better at seeing through the noise. The goal: trade breakouts that matter, not lure into
traps.
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How Market Cycles
Stock Fundamentals
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The market never moves in a straight
line—it breathes. Periods of euphoria
swell into booms, only to give way to
slowdowns and recoveries. These
repeating highs and lows, known as
market cycles, don't just sway prices;
they quietly reshape a company's
fundamentals, from earnings growth to
balance-sheet strength. Understanding

these rhythms can reveal when a stock's

story is changing long before the
headlines do—and help you stay ahead of
the curve.

Optimism
i ®

' Desperation
o /

L)
A Relif

(]
Capitulation Shue Hope

Depression

Understanding Market Cycles

Think of market cycles as the economy's
seasons—spring, summer, autumn, and
winter. Each cycle reflects how businesses
expand, slow, recover, and sometimes
face challenges. A typical cycle moves
through four stages: accumulation, mark-

up, distribution, and mark-down.
Recognizing these phases isn't about
predicting the next move; it's about
reading the signs so you can decide when
to buy, hold, or sell without getting swept
away by short-term noise.
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Key Phases Of Market Cycles

Before we see how these phases influence a company's core strength,

let's walk through each stage with a real-world lens.

Accumulation

After a major market fall, pessimism rules. News is gloomy,

prices stay low, and most investors remain wary. Yet seasoned

&
S

investors quietly buy quality stocks at bargain levels—much

like shoppers picking up off-season deals.

Mark-Up

Confidence returns as the economy improves. Positive news

and rising profits attract more investors, driving prices higher.

This phase is often the longest and most rewarding, similar to a
long summer of growth.

Distribution

Markets peak and move sideways. Headlines stay upbeat, but

(7]
m
ey
=

smart investors start locking in gains while many retail

investors keep buying. It's a time for careful review and
selective selling.

Mark-Down

) Prices begin to slide—first slowly, then sharply. Negative
J&g headlines and weaker earnings spark panic selling, ushering in

a bear market. Sentiment turns bleak until the next spring-like

recovery starts.
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How Each Phase Shapes Stock Fundamentals

Now, let's connect these stages to what really matters—a company's

fundamentals like profits, cash flow, and balance-sheet health.

Accumulation - Weak but Stabilising

The economy is just starting to heal. Sales and profits remain

low, but strong companies trim costs, reduce debt, or launch

&
©

new products. For patient investors, valuations are

appealing—think of it as planting seeds before the rains.

Mark-Up - Fundamentals Improve

Business activity gathers pace. Companies post stronger sales
and profits, expansion projects kick in, and confidence rises.

e

Valuations grow along with real earnings, making this phase a

sweet spot for long-term holders.

Distribution - Strong but Slowing

¢ g \ Earnings still look solid, but growth cools. Stock prices often

outpace actual business performance, creating overvaluation.

Savvy investors quietly book profits to avoid future pain.

Mark-Down - Fundamentals Weaken

The economy slows, profits fall, and costs rise. Investor
confidence drops, dragging stock prices lower—even for well-

@

run companies. But falling valuations eventually set the stage

for the next cycle of growth.
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Challenges Market Cycles Create

Even when you understand the stages, market cycles can trip you up:

Confusing Signals — Prices may rise or
fall on emotion or headlines, masking
real trends.

Timing Gaps — Stock prices often react
faster than earnings or revenue
changes.

Overvalued Buys — Late-cycle buying
can mean paying too much when a
downturn is near.

Panic Selling — Even strong companies
see falling prices in a bear market,
tempting investors to sell good stocks
ataloss.

Sector Shifts — Some sectors shine in

certain phases (for example, consumer

staples in downturns), so holding the
wrong mix can hurt returns.
A quick example: During the 2020
pandemic crash, tech stocks like Zoom
surged while airlines slumped. Investors
who recognized the shift early avoided
losses and captured growth.

Navigating Market Cycles Like A Pro

Here's how you can stay steady when markets swing:

Identify the Market Phase

Assess whether the market is in a
bargain-heavy accumulation stage or
an overheated late-cycle phase where
caution pays.

Control Fear and Greed

Resist panic selling during downturns
and avoid overbuying during sharp
rallies—emotional moves often lead to

regret.
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Focus on Fundamentals

Track profits, sales, debt, and growth
plans rather than chasing price swings or
media buzz.

Diversify Across Sectors
Spread investments across industries so a
slump in one area doesn't wreck your
entire portfolio.

Invest Regularly

Consider SIPs (Systematic Investment
Plans) in mutual funds or quality stocks to
smooth out volatility.

Stay Patient and Long-Term

Market cycles come and go. Keeping a
multi-year perspective helps you ride out
turbulence and capture overall growth.

long-term investing.

Market cycles aren't just price swings—they reshape
company fundamentals and investor behavior. By spotting
where we are in the cycle, focusing on underlying business
strength, and staying disciplined, you can avoid emotional
pitfalls and uncover opportunities others miss. In short, treat
market cycles not as threats, but as a roadmap to smarter,
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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 HereJ'
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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 resultinlosses. 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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