What Does Demand and Supply Mean in the Stock Market?

Demand and supply represent the number of buyers and sellers willing to trade a stock at a specific
price.

When demand exceeds supply, buyers compete to purchase shares, pushing the price higher.
When supply exceeds demand, sellers compete to sell their shares, pushing the price lower.

Table: Basic Demand vs Supply Effect on Price

Market Condition Buyer Activity Seller Activity Price Direction
High Demand Many buyers Few sellers  Price rises
Balanced Market Equal buyers and sellers Stable Price stable
High Supply Few buyers Many sellers Price falls

Official stock market education sources like U.S. Securities and Exchange Commission (SEC) explain
this mechanism in detail.
https://www.sec.gov

Why Do Stock Prices Change Every Second?

Stock prices change continuously because thousands of transactions occur every second in modern
electronic exchanges.

Factors responsible for price movement include:
e Buying and selling orders
e Institutional trading
e Company news
e Economic indicators
e Global market sentiment

Major Drivers of Stock Price Movement
e Demand and supply imbalance
o Company earnings reports
e Economic data and interest rates
e Global events and geopolitical risk

e Investor psychology and speculation

What Role Does Market Psychology Play in Price Movement?

Market psychology refers to the collective emotions and behavior of investors.


https://www.sec.gov/

Two emotions dominate the financial markets:

Fear
Greed

Fear triggers panic selling.
Greed triggers aggressive buying.

These emotional reactions can cause large price swings.

Table: Psychological Factors Influencing Market Prices

Investor Emotion Typical Market Behavior  Price Impact

Greed Investors chase rising stocks Rapid price increase
Fear Investors panic sell Sharp price drop
Optimism Investors expect growth Gradual uptrend
Uncertainty Investors hesitate Sideways movement

How Do Institutional Investors Move Stock Prices?
Institutional investors control large capital flows. These include:
e Mutual funds
e Hedge funds
e Pension funds
e Insurance companies
e Investment banks
When institutions buy large volumes of shares, demand increases dramatically, pushing prices higher.
When they sell, supply increases, leading to price declines.

According to data from National Stock Exchange (NSE India), institutional investors account for a
large share of daily trading volume.
https://www.nseindia.com

What Happens When Demand Suddenly Surges?
A sudden increase in demand creates a price breakout.
This often occurs when:

e Companies announce strong earnings

e New products launch

e Positive economic news appears


https://www.nseindia.com/

e Institutional buying begins
Example:

In 2023, several Indian technology stocks experienced rapid rallies after strong quarterly earnings
reports. Increased investor demand pushed their prices upward.

What Happens When Selling Pressure Increases?
Selling pressure increases supply and causes price declines.
Common triggers include:

¢ Negative company news

e Economic recession fears

e  Profit booking

¢ Market corrections

When many investors sell simultaneously, stock prices fall quickly.

Table: Key Factors That Influence Stock Prices

Factor Impact on Demand Impact on Supply
Positive Earnings Increases demand  Lowers selling
Economic Growth Increases investment Stable supply
Negative News Reduces demand Increases selling

High Interest Rates Reduces buying More selling



