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~ STOCK MARKET.
INDIA AND GENERAL

A stock exchange is an o ganization which provides a platform for trading shares- either physical
- or virtual. The origin of the stock market dates back to the year 1494, when the Amsterdam Stock
Exchange was first set up. In a stock exchange, investors through stock brokers buy and sell shareg
and other financial products in a wide range of listed companies. A given company may list in one
or more exchanges by meeting and maintaining the listing requirements of the stock exchange.

In financial terminology, stock is the capital raised by a corporation, through the sale of shares. In
common parlance, stocks and shares are used interchangeably .A shareholder is any person or

corporation's issued shares, at current market prices, is its market capitalization. Stock broker buys
and sells for an investor as no one but the broker can do it. ‘

Importance of Stock Exchanges

e For efﬁéient working of the economy.and for the smooth functioning of the corporate form
of organization, the stock exchange is an esséntial institution.

an effici ' 1sing- long term. resources.. f; r-business - - .

. exerci}'sé‘-«_dlsglplm gr_;.{:bmpanies}?:and_:f_n__l_iikéi:théi ‘profita ble
* Investment in backward regiqgs;fgr job _ge%egatj_o% 5 s
* another vehicle for investors’ sfivf[igé?e BN

Stock Exchanges in India

There are 5 stock exchanges in the Country: BSE, National Stock Exchange (NSE), United Stock

Exchange (USE), MCX Stock Exchange Ltd (MCX-SX) and India IntemationalﬂExchange (INX).
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Bombay Stock Exchange (BSE)

‘BSE is Asia’s first stock exchange is the world's 11th largest stock exchange with an
overall market capitalization of $1.8 trillion (2017) More than 5500 companies are listed on the
BSE. '

BSE’s popular equity index - the S&P BSE SENSEX (Formerly SENSEX) - is India's most widely
tracked stock ‘market benchmark index. It is traded internationally on the EUREX as well as
leading exchanges of the BRICS nations (Brazil, Russia, China and South Africa).

One of the unique features in the BSE includes the automatic online trading system known as
BOLT that ensures an efficient and transparent market for trading in equity, debt instruments and
derivatives. In 2005, the status of the exchange changed from an Association of Persons (AoP) to a
full fledged corporation under the BSE (Corporatization and Demutualization) Scheme, 2005 and
its name was changed to The Bombay Stock Exchange Limited. It went for an IPO in 2017 and got

listed on NSE.

National Stock Exchange (NSE)

It is stock exchange located in Mumbai, India. National Stock Exchange (NSE) was established in
1992 and started trading in 1994. It was recognised as a stock exchange in 1993. NSE has played a
critical role in reforming the Indian securities market and in bringing transparency, efficiency and
market integfity. 'NSE has a market capitalization of more than US31.5 trillion, making it the
world’s 12th-largest:stock exchange (201 7).About 1600 companies:are listed on it (2017).

NSE was set np:’by~;'a~;gr6upj-,0_f leading; Indian financial institutions at the behest of the government
of India to bring transparency to 'thc%lndian capital market NSE was established with a diversified
shareholding comprising domestic and global ‘investors.i Tekey domestic investors include Life
Insurance Corporation of India, State Bank of India, IF CI Limited IDFC Limited and Stock
Holding Corporation of India Limited. There are many domestic and global institutions and
companies that hold stake in the exchange. Some of the domestic investors include LIC, GIC, State
Bank of India and IDFC Ltd. Foreign investors include Citigroup. ' '

The Standard & Poor's CRISIL NSE Index 50 or S&P CNX Nifty -Nifty 50 or simply Nifty is the
leading index for large companies on the National Stock Exchange of India. The Nifty is a well
diversified 50 stock index accounting for leading sectors of the economy -

The CNX Nifty Junior is an index for companies on the National Stock Exchange of India. It
consists of 50 companies on the National Stock Exchange of India. It has the second tier of
stocks  in terms of market cap and don't make it into Nifty

Though a number of other exchanges exist, NSE and the Bombay Stock Exchange are the two
most significant stock exchanges in India, and between them are responsible for the vast majority
of share transactions. NSE's flagship index, the CNX NIFTY 50, is used extensively by investors
in India and around the world to take exposure to the Indian equities market.

Metropolitan Stock Exchange of India (MSE)

It was earlier known as MCX-SX. It commenced operations in 2008.But became 2 full-fledged

"exchange with equity trading in 2013. It went for an [PO in 2012.
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United Stock Exchange of India (USE)

corporate houses to build an institution of repute.USE launched its o
currency futures. ' '

INX 2017

India International Exchange (INX) is India's first international stock exchange, opened in 2017, It
is located -at the International Financial Services Centre (IFSC), GIFT City in Gujarat, It is 3
wholly owned subsidiary of the Bombay Stock Exchange (BSE). :

currency, commodity and interest
onds once the infrastructure is in

A ' Cqmﬁéniés with ] ge : aé__tizholder base, and good growth
i ,rvgcbrd::with;regulag' & ore _{:,:_,_sglur-n'és in secondary market.
B] - |Relatively liqlliggsgnps with management & satisfactory growth
- : prospects & volurieg* % RN EIT
F ~ |Segment for Non-convertible debentures
- G Central and State Govérnment Securitios _
7 - |1t comprises of companies not. complying with clauses of the listing
- {agreement and are not redressing the grievances of the investor.
Sensex

markets and economy.

Demutualization
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is divested from the brokers and the company becomes a public company. All stock exchanges are
to be demutualised according to the Government law made in 2004, Demutualization, thus mearis
that ownership, management and trading rights are separated in a stock exchange.

BSE SME and NSE Emerge

BSE and NSE in 2012 launched their SME exchange platforms to enable small and medium
enterprises to raise funds and get listed as public entities. While BSE started its SME platform

under the brand name of BSE SME Exchange NSE followed suit by announcing the launch its own .

platform 'Emerge'.The exchange provides an opportunity to small entrepreneurs to raise equity

capital for growth and expansion. It will also provide immense opportunity for investors to identify _

and invest in good SMEs at early stage. The government has been taking a number of steps for

SMEs to address challenges of globalisation, higher cost of funds, IT upgrade, infrastructure

nstraints faced by SMEs.

SMEs have hiige listing potential but so far there have been only debt-financing options,_ without
any access to alternative equity options. There is a general lack of awareness among SMEs about
equity capital, stock markets and funding options, other than banks.

Securities and Exchange Board of India (SEBI)

“The capital markets in.India are regulated by.the Securiti

‘ d-Exchange Board of India. (SEBI) It
‘was established 1198 '

the:basis of the Parliz%mentary Act-
92 irket.- SEBI fegulates the:working of stock
exchanges and inter o s ‘and ‘merchant bankers, accords approval for
mutual funds; and-registers Foreigi Tnstitufional ‘nvestors who wish to trade in Indian stocks.
Section 11(1) of the Sebi Act says that it shall be:the duty ofthe Board to protect the interests of

= e > .
E)

K3

investors in securities. B iiii Z

SEBI promotes investor's- education and training of intermediaries of securities markets. It
prohibits fraudulent and unfair trade practices relating to securities markets, and insider trading in
securities, with the imposition of monetary penalties, on erring market intermediaries. It also
regulates substantial acquisition of shares and takeover of companies and calling for information
from, carrying out inspection, conducting inquiries and audits of the stock exchanges and
intermediaries and self regulatory organizations in the securities market. SEBI has its head office
i Mumbai and its three regional offices in New Delhi, Calcutta and Chennai.

SEBI’s powers were enhanced in 2002 - strengthen the SEBI's board, enlarge it to nine from six
and appoint three full-time directors; given enhanced powers to conduct search and seizure etc.

'SEBI and the Reforms

The Stock Exchange Scam of 1992 (Harshad Mehta) and the scam in 2000 (Ketan Parekh) led to
led to various measures by the Govemment to protect the interests of the small investors.
SEBI introduced reforms like improved transparency, computerisation, cnactment against insider
trading, restrictions on forward trading, introduction of T + 2 system of settlement etc. The
restriction and elimination of forward or Contango trading, referred to in India as ‘Badla' is a bold
step to check speculation and manipulation of the market. Some more steps taken by SEBI to
strengthen markets are:
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* SEBI reconstituted governing boards of the stock exchanges, introduced capital adequacy
norms for brokers, and makes rules for making client/broker relationship more transparent

* SEBI enforces corporate disclosures

* Enforces ban on insider trading

e Protects retail investors

* SEBI'is empowered to register and regulate mutual funds.

* introducing a code of conduct for all credit rating agencies operating in India.

* Clause 49 of the listing agreement that SEB] introduced mandates that all listed companies
should have half the Directors on the Board as Independent Directors

* Making it mandatory to have anchor investors '

Securities Laws (Amendment) Act 2014

Ry
Securities Laws (Amendment) Act 2014 is a legislation in India which provided the securiti:
market regulator Securities. and Exchange Board of India (SEBI) with new powers to effectively -
pursue fraudulent investment schemes, especially ponzi schemes. It also provides guidelines for

the formation of special fast trial courts.

SEBI’s Role As Protector of Investors

L. They determine the level of activity
Ip_grow the market and thus, the

f the. investors. iInvestor protection

nge Board of Indja (SEBI) is responsible
sts of the investors.

; % 0 LY . . .
- SEBI has taken measures to ensure"”c@&é 1ﬂ¥‘c;gs‘tox§p}q,£ec§h§ﬁé from time to time. It has published

various directives, conducted many investor awareness programmes, set up Investor Protection
Fund (IPF) to compensate the investors. Other measures are as follows:
* Stock Exchange and other securities market business regulation.
* Registering . and regulating the intermediaries of the business like brokers, portfolio
managers, merchant bankers, etc. :
* Recording and monitoring the work of credit rating agencies, etc.
* Registering investment schemes like Mutual fund & venture capital funds, and regulating
their functioning. .
* Keeping a check on frauds and unfair trading methods related to the securities market.
* Observing and regulating major transactions and take-over of the companies. ‘
*  Carry out investor awaréness and education programme.
* Inspecting and auditing the exchanges (SEs)
* Assessment of fees and other charges.
* Banning insider trading
~ ¢ Strengthening of corporate governance in the listed companies

Investor protection measures by SEBI follows the slogan ‘An informed investor is a safe investor’.
SEBI launched the Securities Market Awareness Campaign which covers major subjects like
portfolio management, Mutual Funds, tax provisions, Investor Protection Fund, Investors’
Grievance Redressal.
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Capital Market Reforms

Since 1991 when the Government launched economic reforms, the following measures were
taken .
e SEBI given statutory status- that is Act of Parliament
e Electronic trade 4 .
¢ Rolling settlement to reduce épeculation
»  FlIs are permitted since 1992
setting up of clearing houses
* settlement guarantee funds at all stock exchanges
* compulsory dematerialization of share certificates so as to remove problems associated
with paper trading; and speed up the transfer
* clause 49 of the listing agreement for corporate governance
restrictions on PNs '
platform for msme
* lawin2014 strengthen SEBI
* merger of FMC with SEBI

Essentially, the government is involved in providing the regulator, SEBI, with more teeth to
prevent and take action against market frauds, take steps to boost retail participation into equities
and provide for a viable fund-raising option for SME s — as also provide short-term gains by
tweaking tax clas S

Primary N

The primary market is that part of the capital markets that deals with the issuance of new securities
directly by the company to the mve%%gs%@omparx;ei goge;ments or public sector institutions can
obtain funding through the sale of a new Stock or bond issue. In the case of a new stock .issue, this
sale is called an initial public offering (IPO). If the company already issued shares and is going to

the market again with a new issue, it is called Follow on Public Offer (FPO).

Sebi made some far reaéhing reforms in favour of the retail investor in August 2012- allowed
electronic bidding (e-TIPO) for cost effective bidding; and made the rule that retail applicant will be
allotted some shares compulsorily.

Secondary Market

The secondary market is the financial market for trading of securities that have already been issued
in an initial public offering. Once a newly issued stock is listed on a stock exchange, investors and
speculators can trade on the exchange as there are buyers and sellers.

Types of Shares
There are essentially two types of shares: common stock and preferred stock.

Preferred stock is generally issued to banks by the companies though retail investors are also
eligible for them. They are preferred for the following reasons:
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* In terms of dividend payment, generally, they are given dividends even if the common
stock holders are not

* When the company is to be closed, preference stock holders are given money first from the
proceeds of the sale of the assets of the companies.

¢ They may have enhanced voting rights such as the ability to veto mergers or acquisitions or
the right of first refusal when new shares are issued (i.e. the holder of the preferred stock
can buy as much as they want before the stock is offered to others).

Derivatives

Derivative is a financial instrument. It derives from an underlying asset- securities, shares, debt
instruments, commodities etc.. The price of the derivative is. directly dependent upon the valu.
of the underlying asset in the present and the projected future trends. Futures and options are the’
two classes of derivatives. : A

Futures

Futures are financial instruments based on a physical underlying (commodity, equities etc.). A
futures contract is an agreement between two parties to buy or sell an asset at a certain time in the
future for a certain price.

amed because such securities der-
tes are different from forwards as the

two parties.

' A A TS 1
Options are a.class of futures where! the ﬁlﬁéﬁ or%eﬁétﬁ%agﬂihé option whether to buy or not — put
option is the right but not the obligation to sell. Call option is right but not the obligation to buy.

Buyback of Shares

Buyback of shares is the process of a company’s repurchase of stock it has issued at a price that is_

usually higher than the market price. In the case of stocks, this reduces the number of shares
outstanding, giving each remaining shareholder a larger percentage ownership of the company.
This is usually considered a sign that the company's management is optimistic about the future and
believes that the current share price is undervalued. The company also should have reserves to do
sO.

Reasons for buybacks include
* putting unused cash to use
. raising earnings per share .
* reducing the number of shareholders to reduce the cost for servicing them, etc.

Shares bought back need to be cancelled and thus the total equity shrinks and the shareholders
benefit. Buyback price is more than the market prices. Companies can buy back with the reserves
but can not borrow to buyback. It is allowed in India since 1998. The government has encouraged
cash—surplus PSUs to go for share buybacks to meet its disinvestment target. For the current
2017—18 fiscal, 1t has set a target of raising Rs 72,500 crore through minority sales, strategic
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fdxsmvestments as well as through listing of state—owned insurance companies. GOI benefited
from the buyback operations of Coal India Ltd (CIL) and Engineers India Ltd in 2017.

* Anchor Investor

Anchor investors or cornerstone investors (as they are called globally) are institutional investors
like sovereign wealth funds, mutual funds and pensnon funds that are invited to subscribe for
shares ahead of the IPO to boost the popularity of the issue and provide confidence to potential
IPO investors. The benefit for institutional investors applying in anchor quota is that they get
guaranteed -allotment. Allotment to investors applying in an IPO depends on the number of times
the issue gets subscribed. Anchor investors, however, cannot sell their shares for a period of 30
days from the date of allotment as against [PO investors who are allowed to sell on listing day.

-Commodity Exchanges

Commodity exchanges are . institutions which provide a platform for trading in ‘commodity
futures’ just as how stock markets provide space for trading in equities and their derivatives. They
thus play a critical role in price discovery where several buyers and sellers interact and determine
the most efficient price for the product. Indian commodity exchanges offer trading in ‘coramodity
futures’ in a number of commodities. Presently, the regulator, SEBI allows. futures trading in-over

120 commodities.

:hange Mumba1 (MCX) National

Currently 6 nahi .

:Commodity 2 P 5 at1or§35.1 Multx Cemmodny Exchange,
* Ahmedabad. @ mbaj (ICEX), ACE Dérivatives and

Commodlty 3 od;jy,ﬁxchange Ltd,, Navi Mumbai

d , there are 11 Commodity specific

(UCx), operefe forward tradmg ing 13 commo%hes
edmes approved by the Commission

under the Forward Contracts (Regulatlon) Act 1952

The commoditiés traded 'at these Exchanges comprise the following:
¢ - Edible oilseeds complexes like Mustardseed, Cottonseed, Soybean oil etc.
* Food grains —Wheat, Gram, Bajra, Maize etc. :
e Metals — Gold, Silver, Copper, Zinc etc.
. o Spices — Turmeric, Pepper, Jeera etc.
e Fibres — Cotton, Jute etc. T
o-  Others — Sugar, Gur, Rubber, Natural Gas, Crude Oil etc.

Out of 17 recognized Exchanges, MCX, NCDEX, NMCE, ACE, UCX and ICEX, contribute 99%
of the total value of the commodities traded. Out of the 113 commodities, regulated by the FMC,
in-terms- of value of trade, Gold, Crude oil, Silver, Copper, Natural Gas, Lead, Soy Oil, Zinc,
Soybean and Castorseed are the prominently traded commodities.

FMC Was Merged Into SEBI 20135

Forward Markets Commission (FMC) that was headquartered at Mumbai was a regulatory
authority, which was overseen by the Ministry of Consumer Affairs and Public Distribution, Govt.
of India. It was merged with the Securities and Exchange Board of in2015. The Forward Contracts
Regulation Act (FCRA) stands repealed, and the regulation of the commodity derivatives market
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confidence after the NSEL crisis. The FMC orﬂy regulated the exchanges and had no direct-contro]
over brokers. SEBJ has a far superior surveillance, risk-monitoring and enforcement mechanism
that will give more confidence to investors, and may help businesses grow.

'Mutlial Fund

- Open-ended Funds ' Tl .

Open-ended or open mutnal funds ‘issue shares (units) to the investors directly at any time, The
price of share .is based on-the fund’s net asset value. Open funds have no time duration, and can be
:purchased- or redeemed atany time on demand, but not on the stock market.. '

;éidéé&:endedf'Fu'ﬁd-’f' R

Itisa collect_;}fg}g_ﬁj‘ stmen

. . R
‘issued in an Lgﬁ%
any exchange-.:'; hiat

secondary méfgﬂ H: " Sarc
‘On the other hand, an open-end fung vghgre the

existing shares.

New
Foreign Portfolio Investor (FPI).

In 2012, SEBI had constituted a "fCommi'ttee-o_n Rationalization of Investment Routes and

Monitoring_ of Foreign Portfolio Investments” under- the chairmanship  of Shri: K. M.

Highlights are-
i

Foreign Portfolio Investors, with. an-aggregate investment limit of 24% which can be raised
.by the Company up to the applicable sectoral cap. ' :
* Non-Resident Indians (NRIs) and Foreign Venture Capital Investors (FVCI) are-excluded
~ from the purview of this definition. "
‘¢ FPIs are not allowed to invest in unlisted shares. However, all existing investments made
by the FIIs/Sub-accounts/QFIs are grandfathered (Classroom).

* FPIs are permitted to invest in Government Securities with a minimum residual maturity of
one year. It means, FPIs have been prohibited from investing in T-Bills.
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FIIs

-oreign Institutional Investor (FII) meéans an institution established or incorporated outside India
which proposes to make investment in securities in India. They are registered as FIIs with the
SEBI (FII). FlIs are allowed to subscribe to new securities or trade in already issued securities FII
are a part of "Foreign Portfolio Investor" (FPI) along with the other two: Sub Accounts and
Qualified Foreign Investors. : -

FIIs invest huge sums of money in financial assets - debt and shares- of companies and in other -

countries- a country different from the one where they are incorporated. They include banks,
insurance companies, retirement or pension funds, hedge funds and mutual funds.FIls are allowed
to invest in the primary and secondary capital markets in India through the portfolio investment
SCheme (PIS). The ceiling for overall investment for FIIs varies from company to company.
desides buying equities from the market, Fils have participated in Qualified Institutional
Placements (QIPs), directly from the promoters requiring huge capital. SEBI prescribes norms to
register FIIs and also to regulate FII investments.

Reasons for FlIs having India as a favourite destination
e growing economy -
® corporate profits are high
* government policies are encouraging

* compa ofl

FII investmezl err d
speed at whic;_t_;;;t{qpmp_ e

QFIs

A QFI is an individual, group or association resident in a foreign country that is compliant with
Financial Action Task Force (FATF) standards. Till 2012, they were investing in India through the
FlIs registered with the SEBI. From 2012, they are allowed to invest in India directly for which
Sebi and RBI have made the necessary rules.They are a part of FPI from 2014.They can invest in
corporate debt, equities and mutual funds.Its aim is to widen the class of investors, attract more
foreign funds and reduce market volatility and deepen the Indian capital market.

Government relaxed the eligibility condition to allow investors from Gulf Cooperation Council
(GCC) and also the European Commission to invest in Indian debt if they meet the local rules. A
resident of IOSCO can also.be a QFL

Difference Between FDI and FII

FDI invest in setting up firms to produce goods and services. That is why 1t 1s called “direct”
institution. FII on the other hand buys financial assets for profits. In order to remove the ambiguity
that prevails on what is Foreign Direct Investment (FDI) and what is Foreign Institutional
Investment (FII), it was decided to follow the international practice and lay down a broad principle
that, where an investor has a stake of 10 percent or less in a company, it will be treated as FII and,
where an investor has a stake of more than 10 percent, 1t will be treated as FDI.
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IOSCO

The International Organization of Securities Commissions (IOSCO) is an association
organisations that regulate the world’s securities and futures markets.

high standards of regulation and act as a forum for national regulators to Cooperate with each other
and other international organisations. India is a member.

IOSCO is has a permanent secretariat based in Madrid.

Sustainabie Stock Exchanges (SSE)

organized by the United Nations Conference on Trade and Development (UNCTAD), the United
Nations Global Compact, the United Nations Environment Programme Finance Initiative (UNEP-
FI) and the UN supported Principles for Responsible Investment (PRI).

Other key stakeholders include the World Federation of Exchanges (WFE), and the Internationa]
Organization of:S ;i!;_ics_—-Commis,s,ionsi(:IOSQQ) ‘The-SSE provides a multi-stakeholder learning
platform for ‘stock exchanpes: in gulators; an mpanies to adopt best practices in
promoting corpor _ invéstors, regulators, and companics, they
srive to encoirage sustainable inves - S

changes; in

ustainability. In collaboration w

t

Following its inclusion in 2010, India and its tax enforcement authorities — the Financial
Intelligence Unit, the Enforcement Directorate, the Central Economic Intelligence Bureau and the

The proceeds of the GDRs can be used for financing capital goods i‘mports, capital expenditure
including domestic purchase/installation of plant, equipment and building and investment in
software development, prepayment or scheduled Tepayment of carlier external borrowings, and
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equity investment in JVs in India. GDRs are listed on London SE or Louxembburg or elsewhere.
They are also called euroissues in a general sense.

ADRs

American depository receipts are like shares. They are issued to US retail and institutional
investors. They are entitled like the shares to bonus, stock split and dividend. They are listed either
on Nasdaq or NYSE.Like GDRs, they help raise equity capital in forex for various benefits hke
expansion, acquisition etc. ADR route is taken as non-USA companies are not allowed to list on the
US stock exchanges by issuing shares. :

Similarly with Indian Depository Receipts (IDRs).

Participatory Notes

Participatory notes are instruments used by foreign investors for making investments in the stock
markets. In India, foreign institutional investors (FIIs)who are Sebi-registered use these
instruments for facilitating the participation of overseas funds like hedge funds and others who are
not registered with the Sebi and thus are not directly eligible for investing in Indian stocks.

Any entity investing in participatory notes is not required to register with SEBI (Securities and
Exchange Board-of:India),-whereas. ve to.compgil_gqgily get registered. Participatory notes
are popular b of anonymity, which enables large hedge funds to
carry out their operations-without ositip; their-identity. and the source of funds: KYC (know
your customer:niors ate not applied he i S T S

Since the source of funds is not revealed, the PNs, are pofentially unsafe. Therefore, SEBI in 2007
October imposed certain conditions; l*tké,,ll%ﬁls ofi“_fh"efﬁfl\fs%that a single FII can issue etc. SEBI
wants the PN holders to register with the SEBI and invest directly as India is a fong term growth
story. Sebi policy paid off with the number of Flls registering with the regulator going over time to

about 2000(2017) .

The SEBI action aims at ensuring that the quality of flows into stock markets and Indian forex
market is clean.

Clearing House
An organisation which registers, monitors, matches and guarantees the trades of its members and

carries out the final settlement of all futures transactions. The National Securities Clearing
Corporation is the clearing house for the NSE.

Equity

Common stock and preferred stock that is, shares issued by the company.Also, funds provided to 2
business by the sale of stock. '
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Share is a certificate representing ownership of the company that issued it. Shares can yield
dividends and entitle the holder to vote at general meetings. The company may be listed on 3 stock
exchange. Shares are also known as stock or equity.

borrowing,

Debenture

Debt not_ secured by a specific asset of the corporation, but issued against the issuer’s general
credit- that is, it is unsecured debt. Investment earns ap interest for the debenture holder. The
following are various types of debentures

¢ convertible debentures can be converted into equity at a future date
* - Non-convertible debentures will not be converted

* Partly convertible debentures will have some part converted into shares, .

Bear Market

A sustained- period talling stock prices usually preceding or accompanied by a period of poor
economic performance known as a recession. of

Bull Market

not precise, but it Iepresents a period of investor optimism, lower interest rates and economic
growth. The opposite of a bear market.

Gilt
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Blue Chip

Blue chip shares are the shares of the companies that are the most valuable. Companies that are
profit making; usually dividend —paying and are liquid in the market- that is there is almost always
in demand on the market. :

Midcap Company

Generally, comparies with a market capitalization that is very high are called large caps and the
next rung below is mid cap and the bottom one is small cap companies. Limits are not statutorily
laid dwn and vary from institution to Institution. '

Retail Investor

networth is. Sebi allows price discount for retaj] mvestors and company discount participating in
initial public offers and follow-on offers. This discount is offered to attract retail investors into the
market and broad base ownership. '

Negotiated Dealing System

Negotiated
Securities an

Short Selling

net g

The sale of a security made by an investor who does not own the security. The short sale is made
in expectation of a decline in the price of a security, which would allow the investor to then

purchase the shares at a lower price in order to deliver the securities earlier sold short.

1

Market Capitalization

Price per share multiplied by the to\tal' number of shares outstanding; also the market's total
valuation of a public company. .

Insider Trading

Insider trading occurs when any one with information related to strategic and price-influencing
information purchases or sells stocks so as to make speculative profits. SEBI is formulating rules:
which are tougher for the insider trading.

Depository

A depository holds securities (like shares, debentures, bonds, Government Securities, units etc.) of
investors in electronic form. Besides holding securities, a depository also provides services related
to transactions in securities. Benefits of a depository are reduction in paperwork involved in
transfer of securitics; reduction In transaction cost.
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account transfers. The enactment of Depositories Act in 1996 paved the way for establishment of
NSDL, the first depository in India. : :

NSDL offers facilities like dematerialisation L.e., converting physical share certificates to

- electronic form; rematerialisation i.e., conversion of securities in demat form into physical
certificates etc.

Nasdaq

electronic stock market that uses a cbmputerized system to provide brokers and dealers with price
quotes. It is an electronic stock market- first in the world- run by the National Association of
Securities Dealers. Many of the stocks traded through Nasdagq are in the technology sector.

Dow Jones Index

s the movement of thé: world's first
of the NYSE Currently there are
(DJIA). The Dow Jones Transport
)‘. .

- indices suctte i sl B3 .
In recent years, broader indices such*as-the¥ Stahdard &£ Pdor's 500 (for large companies), the
Russell 2000 (for smaller companies) and the Wilshire 5000 {for an espe.cially_brqad measure)
have gained currency, in part due to the rising popularity of index investing,

Average (DJT ) and ﬁ-naHY'DJUA‘-‘"(D" w

Important Indices In The World

usually tracks select stocks. _
' * American Dow Jones Industria] Average and S&P 500 Index

* British FTSE 100: It is a share index of the 100 most highly capitalised companies listed on
the London Stock Exchange. The index began in 1984 with a base level of 1000.The index

1s maintained by the FTSE Group, an independent company which originated as a joint
venture between the Financial Times and the London Stock Exchange.

* French CAC40-
* German DAX
* Ibex for Spain
* Japanese Nikkei

* Australian All Ordinaries
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e Hong Kong Hang Seng Index —.

e South Korea’s Kospi

e Straits Times Index (STI) of Singapore.

AR

o Bovespa Index

e RTS Index (RTSI) is an index of 50 Russian stocks that trade on the RTS Stock Exchange
in Moscow A ‘

e SSE (Shenzhen Stock Exchange) Composite Index- China’

et R NN

o SSE (Shanghai Stock Exchange) Composite index;China

ey 2 e
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Ponzi Scheme Or Pyramid Scheme

A Ponzi schemeis afraudulent investment operation that pays high returns to investors and
promises highef retums to those who join the scheme later. The payments are done from investors
own money or money paid by subsequent investors rather than from any actual profit earned. The
scheme is named after Charles Ponzi, who became notorious for using the technique after
emigrating from Italy to the United States in 1903. )

3
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Decoupling

us logic and need not be entirely
] tld goes int y7a recession, all counties
need not haveétheir § i ia, for example grew at 6.7% (2008-
09) while the USA an {he ‘west :were. confracting. - Reflécting -the -economic realities, equity
markets also perform autonomously after a point.Jt-s called decoupling- that is, isolation from the
rest.China is more integrated with mg*kﬁwggirl‘d%s 1&350?15&1? fs driven by exports. However, even
China is decoupled as it has a lot of domestic consumption driving its growth.

Clause 49

Clause 49 of the Listing Agreement to the Indian stock exchange came into effect in 2005. It has \
been formulated for the improvement of corporate governance in all listed companies as it
mandates that there should be certain independent directors on the Board of a Company.

Shariah Index

Asia’s oldest stock exchange, the Bombay Stock Exchange (BSE), launched its Shariah index in
December 2010. The index has 50 stocks selected from the BSE-500 bracket. Infrastructure,
capital goods, IT, telecom and pharmaceuticals shares will form a large chunk of the ‘BSE Tasis
Shariah-50 Index’, as the new index is known. '

The new index attracts investments from Arab and European countries, where Shariah funds are
already popular. Shariah, the religious law of the followers of Islam, has strictures regarding
finance and commercial activities permitted for believers. Arab investors only invest in a portfolio
of ‘clean’ stocks. They do not invest in stocks of companies dealing 1n alcohol, conventional
financial services (banking and insurance), entcriainment (cinemas and hotels), tobacco, pork

meat, defence and weapons.
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S&P_ BSE Sensex hit a lifetime high of
;- ﬁgﬁsgin the calendar year ti]| then. The

T

¢ Japan, EU that makes money cheap for
-mutual funds. It is happening because
ount deficit and fiscal deficit are under

Tax (GST); RERA etc. These

in the World Bank's ease of doing
» power supplies and protection of
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