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Abstract  

This study focuses on understanding the role of Artificial Intelligence (AI) in enhancing 

efficiency and decision-making in the Indian capital market. The capital market plays a vital 

role in economic growth by connecting investors and businesses, and with the advancement of 

technology, AI has become an important tool in transforming financial operations. The study 

highlights how AI-driven systems such as algorithmic trading, robo-advisors, and predictive 

analytics are improving trading speed, accuracy, and risk management. It also examines how 

AI reduces human bias and supports data-driven decision-making. At the same time, the study 

identifies challenges such as regulatory concerns, cybersecurity risks, and lack of transparency 

in AI systems. Overall, the research concludes that AI is significantly improving the efficiency 

of the Indian capital market while also creating the need for proper regulation and responsible 

implementation.  

Introduction  

The capital market is an important part of the financial system where savings and investments 

are transferred between those who have funds and those who need them. It includes markets 

for equities and debt instruments and plays a key role in economic development by supporting 

businesses and government funding. In India, the capital market has evolved from traditional 

trading systems to advanced electronic platforms, making transactions faster, more transparent, 

and efficient.  

The Indian capital market consists of various components such as primary markets, where new 

securities are issued, and secondary markets, where existing securities are traded. Stock 

exchanges like the National Stock Exchange (NSE) and Bombay Stock Exchange (BSE) 

provide a regulated platform for trading, while SEBI acts as the regulatory authority to ensure 

fairness and transparency.  

With technological advancements, Artificial Intelligence has emerged as a powerful tool in 

financial markets. AI refers to systems that can process large amounts of data, identify patterns, 
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and make decisions similar to human intelligence. In the capital market, AI is used in areas 

such as trading, investment analysis, and risk management.  

Earlier, trading was manual and time-consuming, relying heavily on human judgment. 

However, with the introduction of AI, trading has become faster, more accurate, and more 

efficient. AI-driven systems can analyze vast amounts of data in real time, enabling better 

investment decisions and improving overall market efficiency.  

Review of Literature  

The review of literature examines various research studies related to the role of Artificial 

Intelligence in financial markets. Previous studies have highlighted that AI has significantly 

improved financial decision-making by enhancing data analysis and prediction capabilities. 

Techniques such as machine learning and deep learning are widely used to analyze historical 

data and forecast market trends.  

Research studies have shown that AI plays a major role in algorithmic trading, where trades 

are executed automatically based on predefined rules. AI systems can process market data at 

high speed, making trading more efficient and reducing the chances of human error. AI is also 

used in high-frequency trading, which improves market liquidity but can also increase 

volatility.  

Several studies also highlight the importance of AI in risk management and fraud detection. AI 

systems can analyze financial data, detect unusual patterns, and identify potential risks, helping 

financial institutions make better decisions. Additionally, AI is used in robo-advisory services, 

where it provides personalized investment advice based on user preferences and risk tolerance.  

However, the literature also identifies certain challenges. One major issue is the lack of 

transparency in AI models, making it difficult to understand how decisions are made. There are 

also concerns related to regulatory compliance, data privacy, and cybersecurity. Despite these 

challenges, most studies agree that AI has a positive impact on financial markets by improving 

efficiency and decision-making.  

Research Methodology  

This study adopts a descriptive research approach to analyze the role of Artificial Intelligence 

in the Indian capital market. The research focuses on understanding how AI improves 

efficiency and decision-making processes in financial markets.  
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The study is based on secondary data collected from various sources such as research papers, 

academic journals, and online reports. The methodology includes analyzing the applications of 

AI in areas such as algorithmic trading, portfolio management, and risk assessment.  

The main objectives of the study are:  

• To analyze the impact of AI on efficiency in the Indian capital market  

• To evaluate the role of AI in improving decision-making in trading and investments  

• To identify the challenges associated with the implementation of AI  

The study also examines the growth of AI adoption in the Indian capital market, which has 

increased significantly over the years due to advancements in technology and increased data 

availability.  

Key Results, Interpretation and Implications  

The findings of the study indicate that Artificial Intelligence has significantly improved the 

efficiency of the Indian capital market. AI-driven systems enable faster trade execution, reduce 

transaction time, and improve accuracy in decision-making. Algorithmic trading has become 

more efficient as AI can process large volumes of data and execute trades in real time.  

AI also plays a crucial role in risk management by analyzing financial data and identifying 

potential risks. It helps investors make informed decisions by providing data-driven insights 

and reducing emotional bias. Additionally, AI enhances fraud detection and cybersecurity by 

identifying unusual patterns and preventing financial crimes.  

The study also shows that AI adoption in the Indian capital market has increased significantly 

over the years. AI is widely used in areas such as robo-advisory services, high-frequency 

trading, and market surveillance. This indicates that AI is becoming an integral part of the 

financial ecosystem.  

From an implication perspective, the study highlights that AI improves market efficiency, 

enhances liquidity, and makes financial markets more accessible to investors. However, it also 

emphasizes the need for proper regulation and monitoring to address challenges such as lack 

of transparency, data privacy concerns, and cybersecurity risks. The findings suggest that while 

AI offers significant benefits, its implementation must be carefully managed to ensure stability 

and fairness in the market.  



 Shodh Sutra: A Multi-Disciplinary Research Journal Vol. I; Issue 1 | June–August 2026 

PTVA’s Mulund College of Commerce (Autonomous)                                                                              23 
 

Interpretation and Findings  

The findings of the study show that Artificial Intelligence has significantly improved the 

efficiency of the Indian capital market. AI-driven systems enable faster execution of trades, 

reduce transaction time, and improve accuracy in decision-making. Algorithmic trading has 

become more efficient, as AI can process large volumes of data and execute trades in real time.  

AI also plays a crucial role in risk management by analyzing financial data and identifying 

potential risks. It helps investors make better decisions by providing data-driven insights and 

reducing emotional bias. Additionally, AI improves fraud detection by identifying unusual 

patterns and preventing financial crimes.  

The study also highlights the increasing adoption of AI in financial markets. AI is widely used 

in trading, portfolio management, and market analysis. It has made advanced financial tools 

accessible to retail investors, which were earlier available only to institutional investors.   

However, the study also identifies certain limitations. The lack of transparency in AI systems 

makes it difficult to understand decision-making processes. There are also concerns related to 

data privacy, cybersecurity, and regulatory challenges. Furthermore, excessive reliance on AI 

can lead to market volatility, especially in high-frequency trading.  

Conclusion  

The study concludes that Artificial Intelligence has a significant positive impact on the Indian 

capital market. It improves efficiency, enhances decision-making, and makes financial markets 

more advanced and accessible. AI-driven systems have transformed trading practices and 

enabled investors to make better financial decisions.  

At the same time, the study highlights the importance of addressing challenges associated with 

AI, such as regulatory concerns, ethical issues, and lack of transparency. Proper guidelines and 

monitoring are necessary to ensure responsible use of AI in financial markets.  

Overall, AI is playing a crucial role in shaping the future of the Indian capital market. With 

continuous technological advancements and proper regulation, AI has the potential to further 

improve market efficiency and contribute to economic growth.  
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