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INTRODUCTION  
 
Investment can be defined as the commitment of funds to one or more assets that will be held 
over some future period (Jones, 2010). Investing can refer to various activities for instance, putting 
money into shares, certificates of deposit, bonds or mutual funds. It includes both very 
conservative positions and aggressive speculation. In the world of investing, navigating the 
financial markets can be a complex and challenging endeavor. The dynamic nature of markets 
and influenced by a multitude of factors demands the players involved to have a deep 
understanding of investment. Traders play their important role in shaping market dynamics, driving 
price movements, and influencing investment outcomes. Recognizing the importance of 
comprehending the different types of traders is crucial for investors seeking to make informed 
decisions and achieve their financial goals.  

The lack of awareness and understanding regarding the different types of traders poses a 
significant challenge for investors entering the financial markets. Without sufficient knowledge of 
trader behaviors, strategies, and their impact on market dynamics, investors may struggle to make 
informed investment decisions, manage risks effectively, or capitalize on potential opportunities. 
Therefore, there is a pressing need to emphasize the importance of knowing the types of traders 
to equip investors with the essential insights required for successful navigation of the complex 
investment landscape. 

Traders are broadly classified into four types namely the scalper, the day trader, the swing 
trader, and the position trader, and these four certainly have different trading skills requirements. 
By exploring the characteristics, strategies, and behaviors of different trader types, investors can 
gain valuable insights that enhance their ability to navigate the markets effectively. This knowledge 
empowers them to make more informed decisions, manage risks prudently, and seize potential 
opportunities with greater confidence. 

 

 
TYPES OF TRADERS  
 
1. The Scalper  
 
Scalping is a form of fast trading that tends to be content with many small profits, and then make 
a lot of operations during the trading day (Lorenzo, 2012). The scalper refers to traders who trade 
in a fast-paced, exciting, and anxious environment. They seek to profit from changes in a security's 
buying and selling price (Logue, 2014). This type of trader can be extremely stressful at times as 
their transactions are completed in a matter of seconds to minutes. Scalpers are attempting to 
make a small profit per trade while closing as many trades as possible. Hence, they must work 
quickly to make many small trades. As an example, scalpers may buy shares at RM5.25, sell at 
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RM5.50, and buy again at RM5.30. This type of trader essentially must be capable of giving their 
full attention to trading.  

 
2. The Day Trader  
 
Day traders can be defined as the traders who commit to their trades daily and pay close attention 
to the markets (Velez and Capra, 2000). Day trading is a type of proprietary trading in which 
securities are bought and sold on the same day to maximize trading profits. To reduce risk, all 
positions are typically closed at the end of the trading day. Day traders typically use short-term 
trading strategies to profit from minor price movements in liquid and volatile stocks. As a result of 
their high frequency of trading and quick reaction to news announcements, day traders provide 
liquidity and efficiency in the stock market (Saw et al., 2018). As an example, a day trader might 
buy shares at 2.30 p.m. and sell them back at 4.30 p.m. on the same day. Day traders, unlike 
scalpers, do not seek to make a large number of trades. In addition to having time to monitor their 
position, day traders also need to analyze the market, which relies heavily on technical research 
and software systems to determine the best entry (buy) and exit (sell) points (“What is Swing 
trading vs Day Trading?”, 2022). 

 
3. The Swing Trader  
 
While scalpers enjoy high levels of stress when trading, swing traders experience less stress. They 
will profit from the movement of the share price, referred to as a price swing. Their trading range 
is typically two days to several weeks. Some swing traders hold positions overnight, while others 
hold positions for days or even months. The longer period allows for more time for a position to 
work out, which is especially important if the position is based on news events or requires taking 
a position that is contrary to market sentiment (Logue, 2014).  

According to Mansuri and Siddiqui (2023), the swing trading strategy relies on a blend of 
fundamental and technical assessments. Swing traders evaluate the collective market sentiment, 
sector sentiment, and existing holdings to make informed trading decisions with the objective of 
capitalizing on possible market opportunities. The decision-making process in trading often entails 
initiating positions based on fundamental catalysts and then leaving them with the aid of technical 
guidance. However, it is worth noting that certain swing traders may choose to completely rely on 
technical indicators for their trading strategies. It is best suited for people who work full-time and 
can conduct market research on their off days or at night.  

 
4. The Position Trader  

Position traders place more emphasis on the long-term performance of an asset. From such 
a perspective, the traders are closer to long-term investors rather than to other traders. Position 
traders are considered long-term investors due to their holding period ranging from months to 
years. Other than “buy and hold”, it is the longest holding period among all trading styles (Park, 
2023). They are patient traders who will trade with a huge starting capital. The goal of position 
traders is identifying trends in the share prices, which can continue for relatively long periods of 
time and profit from those trends. Generally, position trading may provide lucrative returns that will 
not be erased by high transaction costs.  
 
 

CONCLUSION  
 
A stock market trader can engage in any of the above-mentioned forms of trading, depending on 
their buying and selling decisions, as well as the reasons behind those decisions. It is important 
to note that everyone has different motivations for trading stocks, so a particular method may be 
more effective for one person than it would be for another.  

By knowing the four types of traders, investors can gain insights into the market landscape, 
manage risks effectively, align their investment strategies, and anticipate the impact of various 
market participants. This knowledge provides a foundation for individuals to make informed 
decisions and contribute to a more successful investment journey. 
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