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Preamble

This presentation describes the basic process used in stock prediction. The
process is described in two steps:

1 A diagram which graphically shows the inputs, the processing
algorithm, and the outputs obtained.

2 A sample output on a test run of the program.

It does not give the details of the underlying algorithm.
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Basic Workflow of the Stock Prediction
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Figure 1: The process of Stock Prediction, the related inputs and outputs.

Stock Name

Matrix representing the specimen stock data

Matrices representing the other stock data

i.e. the other stocks in the given index

Stock Predictor Algorithm gets its input, and

con!guration parameters and produces its

output in the form of predictions in matrix form

as well as a graphical representation of the same

The con!guration parameters are critical to the

proper functioning and accuracy of the results produced

by this algorithm
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Test Runs : Reliance Industries Ltd.

PLOT OF PREDICTED VS TRUE PRICES OF RELIANCE INDUSTRIES LTD.

FOR A PERIOD OF 10 TRADING DAYS

TRUE

PREDICTED

The overlapping red and blue

region shows the true vs the predicted

stock price for this stock. As it is clear from this 

!gure, the trend is predicted perfectly
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Test Runs : Reliance Industries Ltd.

TRUE VS PREDICTED PRICE FOR RELIANCE INDUSTRIES LTD.  ON 29TH JANUARY 2010

TRUE

PREDICTED

The downward trend in this stock

can be clearly determined

from the prediction
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Test Runs : Infosys Technologies Pvt. Ltd

TRUE VS PREDICTED PRICE FOR INFOSYS PVT. LTD

TRUE

PREDICTED

Again, the upward trend in the stock

is clearly captured by the algorithm
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Test Runs : ACC Cements Ltd.

TRUE

PREDICTED

TRUE VS PREDICTED PLOT FOR ACC CEMENTS LTD.

There is a clear upward

trend in the stock

re!ected by the software’s 

prediction
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Test Runs : Wipro Techologies Pvt. Ltd

TRUE VS PREDICTED PRICE FOR WIPRO LTD.

TRUE

PREDICTED

Clear upward trend predicted by this algorithm

is proved correct by the actual behavior of the 

stock price noted subsequently
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Further Advances possible in this algorithm

1 Although this algorithm is very sophisticated from the point of view
of its concept, but it can be made much more powerful. One of the
most desired situations would be to run this algorithm every second
during the trading time of the market, and get future predictions. e.g.
one can get predictions of the next 10 mins from the last 5 min data
of all the stocks in the market. However, such a real-time prediction
would require very high computational power and hardware resources
to realize in practice.

2 The concept behind this algorithm, however, is very general, and is
not specific to equity markets. It can be applied to any other market,
such as mutual funds, commodities, bullion without any problem.
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Conclusion

This algorithm gives surprisingly accurate results under normal market
conditions i.e. when the market is no sudden news of any market changing
event. These results make this algorithm a very promising way of looking
at stock markets and predicting the future stock prices. Not only can one
maximize one’s profits, but can also change his/her portfolio according to
the cues provided by this algorithm.

Ideally, this algorithm should be used in conjunction with the StockRank
algorithm, in order to maximize the probability of getting a profit out of an
investment in equity markets.
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