Financal Markets

Clazs. /2 - Business Studies - ch /O

Concept
A market for the creation & exchanye of
financial goses assets like shares, bonds,

debem‘ures - links savers with borrowers.

*

Surplus units ) Financial MKt .

Dedicit units

< -intermediation

Functions (<) .

/. Mobilisation of saw'nys & channelfsmﬂ .
them into the most productive use.
2 /:acfh'f'ahbj price dt'.fcovery (demand
& supply forces set the pricel. ‘
s, Prow’dfny I:'Zufdffy to Fnancal assets.
i /?educfnj the cost of transactions.

!

Classification

/I//oney Market . Capital /l%arb(ef'
Shor:"—f‘erm, o S lonﬁ-f'erm, e M .

low risk, low return h{gher risk & return
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Money Mar«et

Market for short-term funds ( <= / vear S

Players

/ﬂzyulafed by

/?131:, Banv{S, Cos, mutval fonds.

Instruments (§)

/.

Trea5ur7r Bills =2

-

-

fSSuecf by
mm"un'fy :

2¢ero - (OUPOV)

feserve Bank of India.

o e )
3L  on behalf of =SESE (sout.
17 o 1xa Sey days

; sold at dis':ounf,

rec;feemed at face valve
Min  Rs 25,000 & rvltiples

Commercial Paper

-

-

(¢ P )

vnsecured promissory note

by larye credff—worf'hy Firms

p & days o / oedr 1o ic lawck & up

Call /Money
- inter-bank
- rate =

/

A day to /$~ days

Call rate /8 Huctvates 7

Certificate of Deposit ( ¢ D )

-

by Ban«s

& Fis 5 Al d e e

- negotiable, unsecured, bearer
L

Commiercial 3ill

-

trade bill i drawn by seller on

buyer 7

discounted with ban« .
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Capital MarKet

Lonj—ferm funds é Z ol year P Shares,

debenfure.f, bonds, onits of mutuval funds.

Two Seymenfs ; Prfmbtry & Secondary.

Primary MarKet
Also called NMew ILssve Market . MNMew
Securities TTGRJ‘?D" issved to pubh'c Frst time.

Methods of Hoatation

(a) Public Lssve thro Prospectus (ZP0/FPO)
(6} 085y Lor Sales>s ( via brokers )
() Private Placement ( select inv. )
(d)  FRights Issve ( to existing s/h)

(e e I P O ( on-line public issve 7

.Secondary Market

Stok EXChanye - exfsh'nﬂ Securities
f'ra'ded between Investors & second—hand ).

Provides /izufdh‘y & marKeta bl'lff’y

= ; Pﬂ-n’lafy 9 Co -7 Inue f—ofc—presh capital

Se(on'dary s Lnv -7 Liny <-no fresh capital

Key -df'ﬁrerence - Qow ch Luna’s vs nonNe.
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Stock Exchange

An orﬂanfsed market where existing

'Securiﬁes £ Shares, bonds, debenf'ures /

are bouyhf’ & sold. { % 9 ASE, BSE-)
Functions

i szw'd{fy & mar»{ef'abfl{fy "0,[.‘ 4

2.

Prfcfnj of securities by supply -
demand forces ' price decouery. ).

)

Saﬁef'y of transactions ‘ E SERT riles /.
i Contributes 1o economic yrowfh thro
capt'f'a! formation

L7 Spreading ezuh‘y cwlt & investor edu.

Tradfgj Procedure

“Step L7 Doen " Decial Alc + Brower A/c
Srep 2 Place buy / sell  order

Step 50 Broker matches on the EXchanﬁe
Step Execution . c:)nf'ra(f' note issved .
Step- £ SetHlement o T+ 2 ( rolling J
Step & Delivery —wvia WSDL / CDSL

Demat -7 O,rder = Execuﬁon -7 T‘f‘%’
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S ED T

Securities & EXChanye Board of India
5 v Jl¥e . ;. Statvfery pbody /772

PurpoSe
Esf'ab/fshed fo control the malpfacﬁ'ces n

the Securities market & profed' nvestors.

O)jectives

e Protect interests of investors
Z. ﬁeﬂulm‘e the securities marKef
=, Prevent malpractices ( insider fradf'nﬂ ’
9 ;

Develop a code of conduct

Functions 2 grovps 7

FProtective ﬁequla tory Developm ental

Protective % bar insider fradu'nj,
prohibit Fravd, educate investors
Regulatory - register lroKers, avdit

A e)«hanﬁes, reﬂufafe tae-overs
Develop. % frm'mhﬂ of intermediaries,

promote nvestor Awarengss ..& research
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