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Abstract 

Paper trading is a method that enables anyone to practice trading stocks, options or other financial instruments 

without using real money. It is an advantageous tool for those taking initial steps into the stock trading sphere. 

This practice does not involve making only theoretical trades; it is a comprehensive and simplified method of 

observing the multifaceted world of trading, without actual financial engagement. Share market traders aim to 

consistently refine their skills by practicing paper trading where only imaginary money is at stake. Skill 

enhancement through Paper Trading involves boosting trading skills without losing real money.  

Most brokers and financial institutions offer software systems that let traders trade online, however, SEBI 

discourages the use of real time price data by gaming platforms. Apprehensions that such ‘gamifying’ of trading 

experience could seed high-risk behaviors among users; led to introduction of new rules that restrict market 

infrastructure institutions and intermediaries from sharing real time price data with any third party.   

Nevertheless, even without real time price data, Paper trading acts as a protective bubble where newcomers can 

freely learn the intricacies of trading, explore various strategies, and make mistakes without the anxiety of 

financial setbacks. 
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Introduction 

Stock markets are highly volatile, with the potential to make huge profits and the risk of wiping the entire capital 

away. For many, the stock market is a formidable challenge, because of its volatile nature and several options. The 

fear of loss and the complexity of trading processes often de-motivates potential traders. In such a context, Paper 

Trading comes to the fore as an educational buffer, allowing individuals to explore, understand, and practice 

trading without the fear of financial loss.  

Actually the term "paper" trading refers back to a time when traders would jot down trades on paper before 

executing them in the market. Today paper trading is also referred to as, virtual trading, simulated trading or demo 

trading and is a method that allows one to practice trading options, stocks, or other financial instruments without 

using real money. Instead of real money, participants use simulated funds to mimic real trading scenarios.  
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All types of traders, including short-term and those who keep positions open for the longer term, experience initial 

hesitation when placing trades because of their concern at losing money from their trading. Therefore, aspiring 

traders practice their trades on paper before risking money in live markets. Share market traders aim to 

consistently refine their skills. One practice which traders often use is paper trading, which is a form of simulated 

trading where only imaginary money is at stake. Today in the digital age, paper trading is replaced by elite online 

trading tools that can scan the market for opportunities, create customizable alerts, and place even the most 

complex trades. These softwares allow traders to practice trading using real-time market data but without risking 

real funds. 

Paper trading is generally done to test different strategies, formulate and test trading plans and practice before 

placing trades in alive market. Most paper trades are done in four circumstances: 

1. when a person is a first-time trader  

The most effective way to learn is by doing, but learning often means making mistakes, which can be a deterrent 

to trading when real money is at stake. With paper trading, newcomers and first-time traders can wet their toes in 

the markets and start to test strategies without the fear of losses. 

2. when a trader is trying out a new strategy  

Seasoned traders also benefit from the virtual experience when they wish to hone their new strategies. In any 

scenario, paper trading helps traders grow and refine their trading skill set. 

3. when a trader wants to rebuild confidence in trading 

Paper trading lets a trader tweak his/her approach through virtual trial and error, which may help the trader re-enter 

the market with more confidence. While paper trading can't truly replicate the intensity of trading with real money, 

the more a trader practices, the greater his/her ability to manage actual high-stakes situations. 

  

4. when a trader is testing out a new trading platform  

With new brokers entering the market with technically savvy platforms, paper trading can help learn its key 

functions so one is not left scrambling to navigate a new tool. 

 

Literature review 

The Paper Trade; by Spicer A Dykes  

Gives a descriptive and historical survey of the paper trade  

Do not Paper Trade Kindle Edition by Joson Timmonds  

This ebook explains why the author would not recommend paper trading. 

 

Basics  

The phrase “practice makes perfect” is common as an encouragement to learn and improve. It is a skill that allows 

individuals to develop expertise in specific tasks. Practice doesn’t always make perfect, but it does enhance 

confidence and can be a powerful tool that helps one reach one’s goals. 

Adrian M Haith and John W Krakauer  in their paper ‘The multiple effects of practice: skill, habit and reduced 

cognitive load’ say that ‘Practice has a multitude of effects on behavior, including increasing the speed of 

performance, rendering the practiced behavior habitual and reducing the cognitive load required to perform the 

task. These effects are often collectively referred to as automaticity’. In summary, practice leads to three distinct 

changes in behavior: First, it improves skill level, in including the ability to select actions more rapidly. Second, it 

permits appropriate actions to be selected with less cognitive effort than before. Third, it leads action selection to 

become habitual. 
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Practice is essential because one cannot improve skills by visualizing them in the head - they have to be exercised 

over and over again. Practice is universal and works for everybody and can be applied to almost any field of 

human activity. Practice is even SMART compliant - it is specific, measurable, assignable, realistic and time-

related. However, improvement is not linear; it is a four phased curve. Each one harder than the previous one. 

 

Phase I is about improvement by repetition and easy to follow. Phase II is improvement by variation. Practice is 

still required, but each repetition becomes different now because one has to choose a parameter of activity and 

change it in some range with every repetition. This phase requires more skill – one needs to think various 

combinations. Phase III is an improvement by creativity. One has to think of newer hypotheses, derive predictions 

and then carry out further experiments that will improve understanding of the process. Phase IV involves 

improvement by applying practice and knowledge from associated fields. 

Thus, practice is the foundation of getting better. 

The essence of paper stock trading lies in its operational mechanism, which emulates real trading environments 

without the involvement of real funds. A paper trade is a simulated trade in which an investor can practice buying 

and selling without putting real money at risk. The term "paper trade" refers to a time; long before internet trading 

platforms were the norm, when traders practiced trading on paper before putting their money at risk in live 

markets. It offers a risk-free environment to learn, practice, experiment and refine one’s trading strategies, 

understand market behaviour, and build on confidence.  

Paper trading is a replica of actual stock trading, in a virtual setting that reflects the real stock market. In this 

simulated arena, individuals engage in transactions, buying and selling, using fictitious capital. Instead of trading 

with real funds, traders keep track of their trades on paper or digitally to see how the strategies perform in the real 

market. This allows traders to learn and test their trading strategies, understand market movements, and build 

confidence without risking their actual capital. It is, therefore, a valuable way for traders to gain experience and 

refine their trading skills before entering the live market. Paper Trading provides a space where the market can be 

engaged and its complex dynamics understood without the threat of financial downturns. This mitigates risk, 

enabling traders to learn and make mistakes without losing money. It doesn’t just simulate; it educates. It grants 

traders the freedom to explore various strategies and understand the potential impacts of global events on stock 

prices, within a secure risk-free environment. 

This absence of real-world financial implications allows traders to boldly navigate various trading strategies, 

explore and understand their outcomes in a safe and secure trading environment, effectively safeguarding them 
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from the potential pitfalls in live trading scenarios. So, Paper Trading functions as a safe, educational way through 

which traders can acquire, test, and refine their trading skills and strategies. 

Importance of Paper Stock Trading 

Paper stock trading and risk management are practical learning avenues for understanding and managing potential 

risks. Essentially, paper trading allows individuals to understand how to keep potential losses in check, ensuring 

they are equipped with strategies to curtail financial downsides in live trading. 

Strategy Testing is pivotal in trading, and Paper Trading provides a safe arena for this purpose. It allows traders to 

apply their theoretical knowledge and strategies in a replica of the real market. This means strategies can be 

employed, analyzed, and refined without risking real capital. This ensures that they have been through a rigorous 

testing process when they are implemented in actual trading. 

Market Understanding is about decoding how the stock market operates, and Paper Trading allows this 

understanding to be developed, again, without financial ramifications. It offers a glance into how markets react to 

different scenarios, how trends are formed, and how they impact trading. So, it provides a risk-free environment to 

learn the ropes of market dynamics and understand the factors influencing market fluctuations. 

Skill Enhancement through Paper Trading involves boosting trading skills without losing real money. The 

environment allows traders to make decisions, analyze outcomes, and learn from mistakes without suffering 

financial losses. This helps in gradually building and enhancing the skills required for live trading, ensuring that 

traders are adequately prepared and proficient before engaging with actual financial markets. 

Paper trading thus is a simulated form of investing where no real money is used. Paper trading allows investors to 

practice executing trades without any financial risk. Paper trading allows investors to test strategies before 

investing actual money.  

The working 

To start paper trading, the first step is to open a virtual trading account with an online brokerage that offers paper 

trading services. All of them consist of certain common characteristics: 

1. Simulated Environment: Paper trading takes place in a virtual or simulated environment. This can be done 

using brokerage firms' internet platforms, financial websites, or specialized trading simulation tools. Each 

participant is provided an online account balance with which to make simulated trades. 

2. Market Data: Paper trading platform users, like real traders, have access to full-time or delayed market data. 

This covers prices for stocks, charts, and other important information. 

3. Order Placement: Using their virtual funds, people may place purchase and sale orders for various financial 

products. These orders are handled in a simulated setting with no actual money involved. 

4. Execution: Once a deal is performed, the virtual platform tracks the trade's performance based on real-world 

market movements. Participants can keep track of their virtual portfolio; check how their assets are performing, 

and track total gains or losses. 

5. Risk-Free Learning: The major goal of paper trading is to create an environment without risks for participants 

to learn about trading methods, market dynamics, and trading platform functioning. It enables newcomers to 

develop practical experience and confidence without the financial hazards that accompany real trading. 
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6. Strategy Testing: Traders can utilize paper trading for testing and fine-tune their trading methods. They can 

assess how their approaches would have worked under real-world market conditions without putting any money at 

risk. 

7. Platform Familiarity: Paper trading assists users in becoming acquainted with the characteristics and 

functionalities of trading platforms. Order kinds, graphing tools, and other statistical resources are all included. 

8. Shift to Real Trading: Traders may opt to shift to real trading with real cash after acquiring trust as well as 

achievement in the simulated environment. Those who have exercised and honed their talents through paper 

trading will find the transfer easier. 

Actual trading scenarios are heavily influenced by market conditions and emotions and being successful in paper 

trading is not equivalent to victory in real trading. However, paper trading offers a crucial instrument for risk-free 

learning, strategy building, and skill enhancement. 

Advantages 

Paper trading, or simulated trading with virtual money, has numerous advantages, particularly for those who are 

new to trading or want to hone their skills.  

1. Risk-Free Learning: Paper trading helps newcomers to learn the fundamentals of trading without putting real 

money at risk. It provides a secure environment in which to learn how markets work, practice executing trades, 

and become acquainted with trading systems. 

2. Understanding Market Dynamics: It enables traders to comprehend market characteristics such as 

fluctuations in prices, trends, and volatility without the stress of actual financial danger. This knowledge is 

essential for making sound decisions in real-world trading circumstances. 

3. Strategy Testing: Traders can utilize trading on paper to test and fine-tune their trading methods. Testing a 

variety of entry and exit locations, reviewing risk management approaches, and assessing the overall efficacy of a 

trading plan are all part of this. 

4. Familiarising with Trading Platforms: Paper trading allows one to become acquainted with the characteristics 

and functions of trading platforms provided by brokerage firms. Understanding types of orders, plotting tools, and 

other data-driven resources are all part of this. 

5. Confidence Building: Practicing trading in a simulated environment helps build confidence, especially for new 

traders. 

6.  Experimentation: Paper trading allows one to experiment with different asset classes, trading styles, and 

timeframes to see what aligns with the traders investment goals and risk tolerance. 

7. Cost-Efficient: Paper trading is typically cost-free, unlike live trading, where one may incur fees and 

commissions. Traders can experiment with various trading techniques and strategies without worrying about 

trading costs. 

Limitations 

While paper trading is an invaluable learning tool, it's its limitations also need to acknowledge. There are some 

drawbacks to paper trading which should not be ignored.  

1. Euphoria Trading: The main drawback is the sense of euphoria paper trading can give. Since there is 

no real money being used, traders take risks that they otherwise wouldn’t, thus expanding their profits. 

A case of money loss, on the other hand, is often not taken very seriously since it is not real money 

that’s being lost. There is another disadvantage; since it’s not their money they are trading with, traders 

do not always follow the market and respond as they would if it was their own money. 

2. Delayed Data: Demo accounts mostly do not use up-to-date information, but delay it by 15-20 minutes 

but the main goal remains the same – to get traders ready for the real markets. 
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3. Lack of Emotional Impact: Real trading involves emotions, such as fear and greed, which can 

significantly impact decision-making. Paper trading doesn't replicate this aspect. 

4. Execution Differences: Actual market execution may differ from simulated trading, affecting results. 

5. Overconfidence: Success in paper trading doesn't guarantee success in real trading. Some traders 

become overconfident, assuming they can replicate their paper trading performance in the live market. 

6. Lack of Accountability: In paper trading, there are no real financial consequences for one’s actions. 

Since traders don't risk losing own money, they take risks that they wouldn't have considered in a real 

trading scenario. This can lead to unrealistic trading behavior and outcomes. 

7. Extraneous factors: In real trading, these factors can significantly impact overall returns. 

8. Limited Experience with Slippage: Slippage refers to the difference between a trade's expected price 

and its actual price at which it is executed. Paper trading may not accurately reflect the slippage that 

occurs in real trading, especially during highly volatile market conditions or when trading less liquid 

assets. 

9. Market Impact: Paper trading does not impact the actual market; therefore, traders might not get a 

true sense of market reactions. 

Despite these drawbacks, paper trading helps inexperienced traders learn and gain confidence. Paper trading 

should be used as a supplement to real trading training, and its limits must be acknowledged. Long-term success 

requires gradually transitioning from paper trading to actual trading with a thorough awareness of the distinctions. 

Backtesting 

Paper trading with historical market and price data becomes back-testing. Back-testing means applying a strategy 

or predictive model to historical data to determine its accuracy. Back-testing is based on the idea that strategies 

which produced good results on past data will likely to perform well in current and future market conditions. 

Therefore, by trying out trading plans on previous datasets, a trader can test how well they perform before making 

a trade. But because past results are never a fool-proof indicator of future performance, back-testing is not a 

guarantee that a strategy will be successful in the current market. 

There are lots of similarities between paper trading and back-testing. However, they serve different purposes. 

Paper trading mainly focuses on tracking how a trading plan or strategy performs in a simulated market 

environment in ‘real time’. Back-testing, on the other hand, involves applying a strategy to historical data to test if 

it could predict future market behaviour.  

Like paper trading, back-testing offers both beginner and experienced traders a way to test their strategies. It is 

popular among traders who are interested in automation or coding strategies as well as those who want to make 

trading emotionless. 

Benefit mantra 

The book “Outliers: The Story of Success” by Malcolm Gladwell introduced the concept of the “10,000-Hour 

Rule” asserting that the key to achieving true expertise in any skill is simply a matter of practicing, in the correct 

way, for at least 10000 hours. That is exactly what paper trading helps a trader to do. Although perfection is 

considered an illusion, practice is key to improving techniques. If a trader exercises paper trading with a real 

commitment to learning, there is lot of value to gain from the effort. 

Paper trading is considered to be very useful for new traders, but in truth it can benefit anyone. Even professionals 

use paper trading when they are developing a new strategy. And while one might be impatient to get to trading 

with real money, the benefits to be gained from paper trading are incalculable. Taking the time to test trading 

strategies with paper trading could mean the difference between a profitable trading career, and a huge 

disappointment. Paper trading without a plan does not help much in the long-run. One needs to treat paper trading 

just as carefully as if handling real money trading and thereafter record everything about the trades, i.e. why it was 

taken, what was the exit target was and why and finally what actually happened with the trade. 
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Instruments that are traded in paper trading include stocks, options, currencies, and futures contracts. The virtual 

portfolio in paper trading usually allows a trader to trade the same assets available for trading in a real brokerage 

account. Paper trading accommodates trading most of the major asset classes and financial instruments that are 

available in live markets. Whatever the motivation for trading in a simulated environment, there are some 

considerations to bear in mind: 

 Treat it like the real thing: To get the most out of paper trading, it's important to give it full attention. All 

trades need to be followed with due diligence, by setting  usual entry and exit points, monitoring  positions, 

and not taking on more risk than one normally would just because it's unreal money. The goal of practice is 

to help improve, but any bad habits picked up could sneak into real trading experience—and potentially 

risk trading portfolio. 

 Scrutinize performance: One way to improve trading craft is by understanding the cause of successes and 

failures. A good streak or a series of losses may be traced back to a deliberate change in behavior. Focus on 

some wins and having a strong gain/loss ratio in the paper environment before trading a new strategy or 

method with real money is always desirable. 

platforms/software 

The term “paper trade” originated from investors writing mock trades on paper before making real trades. Now, 

paper trading is commonly done through online simulators that mimic actual trading platforms. 

In present times the stock market is an electronic marketplace where one can buy or sell stocks. But till a couple of 

decades ago, trading in stocks happened through what was known as an open outcry market. Buy and sell orders 

were shouted out on the trading floor called the ‘pit’ inside the stock exchange. Traders used verbal 

communication along with hand gestures to transfer information on trades and manually noted down each buy and 

sell order. As prices were quoted orally, it took time for the market to find a buyer and seller for a stock at the 

same price. It took time for stock prices to factor in any new information and so, the stock prices reactions based 

on rumors could trigger higher price volatility. Physical trading also faced issues such as lack of transparency and 

low trading volumes. 

To eliminate these issues and make trading more streamlined, a screen-based trading system (SBTS) was 

introduced. It is an electronic system that requires certain inputs from the trading members such as quantity of 

shares and the transaction price. The transaction is executed once the order finds a matching buy/sell quote from 

any counter-party. SBTS improved the informational efficiency of the market. It got rid of physical barriers to the 

outcry market and enabled distant participants to trade with each other, improving the liquidity of the markets. 

Electronic trading also helped cut out unknown middlemen and unnecessary commissions. 

Today most brokers and other financial institutions offering software systems that let traders trade online, on their 

own. These softwares are known as platforms and offer a number of features, such as real-time quotes, live 

business and financial news feeds, instant access to a wealth of streaming and historical financial data, technical 

analysis tools, investment advice, access to proprietary research, and educational resources. 

The better known paper trading platforms in India are explored below. 

1. TradingView is a prominent global charting and trading platform. Its virtual trading feature allows users to 

trade with Rs. 100,000 of virtual funds. Key features include charting tools like indicators, drawing tools, custom 

layouts, in-depth market analysis with live ticker, news, economic calendar etc; powerful trading community with 

chat rooms and compatibility across devices web, desktop apps, mobile apps 

2. Moneybhai platform is offered by Money Control and focuses on the Indian market and it credits Rs.1 crore of 

virtual money to practice equity, derivatives, currency and commodity trading. 
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3. Neostox offers a virtual trading platform to practice trading on real market data without risks. It is ideal for 

practicing intraday and positional trading on NSE.    

4. Zerodha/Kite is India’s largest stock broker. Their dashboard and app offer paper trading facilities alongside 

actual trading accounts.  

5. Upstox provides virtual trading integrated within its Pro Web trading platform and mobile apps and recreates its 

actual trading environment for practice.  

6. Sensibull focuses on options trading and offers robust tools tailored to options traders. It allows practice trading 

on live market data.  

7. NSE Paathshala is NSE’s education platform offering paper trading via its Stockal game. It features real-time 

market data on NSE and BSE. Stockal makes virtual trading fun and collaborative while learning. Traders can 

compete with others and track progress. 

8. Investopedia Simulator is a leading finance education website. Its trading simulator allows virtual practice 

across global markets. Highlights are as follows. Investopedia is suitable for traders wanting to practice across 

diverse global markets alongside learning trading skills. 

9. Chartink offers a feature-rich paper trading platform focused on the Indian market. It offers virtual trading on 

NSE, BSE across segments, charts, risk management tools, back-testing trading strategies, Curated scanners, 

screens and watchlists. 

10. Frontpage is a virtual trading platform focused on Indian markets. Highlights are Paper trade equity, 

derivatives, currency pairs, live market data, charts, scanners, screener, Margin calculator, strategy builder and 

detailed portfolio analytics and ledger.  

Considering the risk-free benefits, every trader should utilize paper trading before committing hard-earned capital. 

Difference between paper and real trading 

Paper trading, is essentially a simulation of live trading. Live trading, on the other hand, involves real money and 

real risks. One of the main advantages of paper trading is that it allows beginners to get a feel for the market 

without the pressure of making profitable trades. It is a great way to understand market trends, and test different 

strategies. In live trading, the stakes are much higher. Every decision made has a direct impact on the trader’s 

financial well-being. The fear of losing money can lead to emotional decisions, which can often result in losses. 

This is something that paper trading cannot prepare you for. In live trading, you also have to deal with factors such 

as liquidity, slippage, and transaction costs, which are not present in paper trading. 

In general paper trading differs from live trading in following points: 

Basis Paper Trading Real Trading 

Risk 

There is no risk of financial 

loss involved. Trades are 

carried out using virtual 

currency. 

Real money is at stake, and 

loses and wins have real-world 

financial consequences. 

Emotional Impact There is little emotional impact 

because no real money is at 

Anxiety, desire, and tension 

can all have a substantial 
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Basis Paper Trading Real Trading 

stake. impact on decision-making. 

Experiential Learning 

Allows for testing and strategy 

testing in a risk-free learning 

environment. 

Learning involves working 

with real money and gaining 

practical experience with real-

world market repercussions. 

Market Realism 

The simulated environment 

may not completely mirror 

real-world market conditions. 

Order execution, price shifts, 

and liquidity are all affected by 

real-time market conditions. 

Order Execution 

Orders are typically 

implemented without delay 

within the simulated 

environment. 

Real-time trading may 

encounter delays, particularly 

during instances of extreme 

market volatility. 

Broker Interaction 

There is no contact with real 

brokers or regulatory 

organisations. 

Actual dealings with agents, 

exchanges, and regulatory 

obligations. 

Market Liquidity 

Paper trade liquidity may not 

fully reflect real market 

circumstances. 

Order execution is influenced 

by market liquidity, which may 

result in slippage. 

Performance Tracking 

Within the simulated 

environment, performance is 

tracked. 

Profit and loss tracking in real 

time, with implications for 

overall portfolio management. 

Transitioning issues 

There is a very common and frustrating phenomenon when a budding trader switches from trading a demo to a live 

account. All of their carefully planned trades and tactics suddenly don’t appear to work. When moving from a 

demo to a live account produces poor results, many traders often blame the broker and think they are being 

cheated. This phenomenon is very common and happens with the most known and trusted brokers as well. There 

are two major issues for the difference in results between paper trading and a trading live. The basic reason is 

psychological. When paper trading, a person is more confident because no real money is involved. If the strategy 

doesn’t work out, one can just develop a new one. But, with live trading, not only is money on the line but so is the 

time, research and work that has gone into making the strategy. This makes traders more hesitant to open trades, 

and more unwilling to close losing trades. Over time, this adds up enough so an otherwise winning trading strategy 

no longer works. 

Second reason is the “noise” in the market. Noise in trading refers to information or activity like small price 

corrections in the market as well as price fluctuations that confuses or misrepresents genuine underlying trends. At 

any given time there can be tens of thousands to millions of trades being executed in a single second. This leads to 

a certain amount of randomness in trade matching, and that’s what leads to “slippage”. Slippage occurs when the 

market moves against one’s trade and, in the time it takes for the broker to process the order, the original price set 
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is no longer available. Generally when the slippage is in the trader’s favor, it is not noticed. But when it’s not, it 

leads to a bias in perception that trading is “worse” in a live account, instead of seeing trading as “better” in the 

demo account. The solution is in designing one’s trading around the core idea that profitability in the markets is 

due more to probability than precision. When a trader back-tests, the idea is to find out whether it will produce 

more or less winning trades. The aim as a trader isn’t to achieve a precise number of points, but to develop a 

strategy that statistically leads to an increased probability of profit. 

Whether or not a trader should use paper trading depends on his/her individual circumstances and trading goals. 

For a beginner, paper trading can be an invaluable tool. It allows one to gain experience and build confidence 

without the risk of losing money. It also helps one to develop and refine trading strategies before trading with real 

money. Even experienced traders use paper trading to test new strategies or to practice trading in a new market. 

However, it is important to remember that paper trading is only a tool to help prepare for live trading, but it cannot 

replicate the real-life pressures and challenges of trading with real money. 

Recent SEBI rulings on Virtual Stock Trading Games 

In recent years, there has been a significant increase in popularity of digital platforms that mimic real market 

trading and such platforms often allow users to engage in simulated trading, creating a quasi-investment 

experience. These apps allow users to build a virtual portfolio of stocks and earn rewards based on its 

performance. These apps/platforms often operate in regulatory grey areas raising concerns that such offerings 

could amount to ‘gambling’.  

Securities and Exchange Board of India (SEBI) made its objections to such platforms well known. SEBI is a 

statutory regulatory body established by an Act of Parliament, to protect the interests of investors in securities, to 

promote the development of and to regulate the securities market. It expressed concerned that these apps did not 

afford users the protections ordinarily available to investors in the securities market. There are also apprehensions 

that ‘gamifying’ the trading experience could seed high-risk behaviours among users, which may spill-over into 

trading behaviours in the real world. 

In August 2016, SEBI issued a press release, cautioning investors against participating in unapproved leagues, 

schemes or competitions related to the securities market, which may or may not involve distribution of prize 

monies. In a consultation paper dated 07 October 2016, SEBI proposed amendments to the SEBI (Prohibition of 

Fraudulent and Unfair Trade Practices Relating to Securities Market) Regulations, 2003, seeking to ban any 

scheme, competition, game or league on securities or related to securities market. SEBI cited several risks to 

investor interests due to lack of regulatory oversight, such as those posed by inadequate disclosure of conflict of 

interest by organizers of games, unsuitability of the offerings according to the experience and risk tolerance of the 

public, or failure to take responsibility by organizers for any loss to the general public. SEBI believed that 

investors could be lured by entities offering such games, believing that such entities possess expertise in securities 

market predictions. Further it was noticed that stock exchanges profit from processing trades and selling data feeds 

to traders, who use them to assist clients. Therefore, SEBI’s new regulations require that market data for 

educational purposes be delayed by at least one day to prevent misuse. Exchanges must also revise their legal 

agreements to prevent unauthorized use of live data feeds.  

In May 2024, SEBI took cognisance of use of real time price data by gaming platforms and through a circular, 

restricted market infrastructure institutions (such as stock exchanges) and market intermediaries from sharing real 

time price data with any third party. This action by SEBI, rendered any stock price fantasy games relying on real 

time stock price data unviable, as the core of the appeal of such fantasy games was the simulation of real market 

conditions.  
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Conclusion 

Participation in the stock markets across the world rose in the last decade because of the then prevailing low 

interest rates, work-from-home giving more time and money to think about personal finance. People looking for an 

alternate source of income found the stock market suitable. Platforms providing guidance, strategies and paper 

practice quickly occupied space with various gamming apps.  

Paper Trading can be summed up in the proverb ‘Quo magis exerces, eo melius obtines’, i.e. the more you 

practice, the better you get. But practice is not the only way to get better. Another famous adage “Repetitio est 

mater studiorum” means repetition is the mother of learning. 

Paper Trading crafts a secure and educational space for beginners, enabling them to delve into the complexities of 

trading without fearing tangible losses. It acts as a protective bubble where newcomers can freely learn the ins and 

outs of trading, explore various strategies, and make mistakes without the anxiety of financial setbacks. 

Paper trading is an excellent tool for anyone wanting to learn about stock trading without financial risk. Whether it 

is a beginner wanting to grasp the basics or an experienced trader testing new strategies, it offers valuable insights 

and scope for practice. Although it does not replicate the emotional challenges of live trading it is a great learning 

tool.  
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