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WHAT IS DIRECTIOANL TRADING

DIRECTIONAL TRADING

is a strategy in financial markets where traders and investors make bets or take positions based on the
anficipated direction of price movements in an underlying asset. The goal of directional frading is to
profit from correctly predicting whether the price of the asset will go up or down. This strategy contrasts
with non-directional or market-neutral strategies, where the focus is on volatility, hedging, or exploiting
relative price movements between different assets rather than predicting the overall market direction.

BULLISH AND BEARISH POSITIONS

e Bullish Positions: Traders take a bullish stance when they anticipate that the price of the
underlying asset will rise. They may buy the asset or call options, among other strategies.

e Bearish Positions: Traders take a bearish stance when they expect the price of the underlying
asset to fall. They may sell the asset short, buy put options, or use other strategies that profit from
a decline in prices.

MARKET ANALYSIS

e Directional fraders rely heavily on market analysis to form opinions about the future direction of
an asset. This analysis may involve fundamental factors (company earnings, economic
indicators, etc.) and technical factors (price charts, tfrends, patterns, etc.).

TYPES OF DIRECTIONAL TRADING STRATEGIES

e Trend Following: Traders identify existing frends in the market and take positions to capitalize on
the continuation of those trends.

¢ Momentum Trading: Traders focus on securifies that are showing strong price momentum,
expecting that the current trend will persist.

e Contrarian Trading: Traders fake positions against prevailing market sentiment, expecting a
reversal in the current frend.



