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Research Methodology

Research Objectives

* To get the basic understanding of the product, principle investment, player ang

functioning of the stock market.

*  To know the regulatory framework for Indian Stock Market.

*  To know various option available in Capital market to invest.

Type of Research
The Research is Exploratory in nature.

Methods of Data Collection
Secondary Data - The secondary data has been collected from different website
Internet and Newspapers ctc.

Introduction:
The BSE and NSE : Most of the trading in the Indian stock market takes place on its

two stock exchanges: the Bombay Stock Exchange (BSE) and the National Stock Exchange
(NSE). The BSE has been in existence since 1875. The NSE, on the other hand, was founded
in 1992 and started trading in 1994. However, both exchanges follow the same trading
mechanism, trading hours, settlement process, etc. At the last count, the BSE had about 4,700
listed firms, whereas the rival NSE had about 1,200. Out of all the listed firms on the BSE,
only about 500 firms constitute more than 90% of its market capitalization; the rest of the
crowd consists of highly illiquid shares.

Almost all the significant firms of India are listed on both the exchanges. NSE enjoys
a dominant share in spot trading, with about 70% of the market share, as of 2009, and almost
a complete monopoly in derivatives trading, with about a 98% share in this market, also as of
2009. Both exchanges compete for the order flow that leads to reduced costs, market

efficiency and innovation. The presence of arbitrageurs keeps the prices on the two stock
exchanges within a very tight range.

Trading Mechanism

Trading at both the exchanges takes place through an open electronic limit order
book, in which order matching is done by the trading computer. There are no market make®

or specialists and the entire process is order-driven, which means that market orders place
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Gettlement Cycle and Trading Hours

Equity spot markets follow a T+2 rolling settlement. This means that any trade taking

place on Monday, gets settled by Wednesday. All trading on stock exchanges takes place

between 9:55 am and 3:30 pm, Indian Standard Time (+ 5.5 hours GMT), Monday through
Friday. Delivery of shares must be made in dematerialized form, and each exchange has its

own clearing house, which assumes all settlement risk, by serving as a central counterparty.
Market Indexes

The two prominent Indian market indexes are Sensex and Nifty. Sensex is the oldest

market index for equities; it includes shares of 30 firms listed on the BSE, which represent

about 45% of the index's free-float market capitalization. It was created in 1986 and provides

time series data from April 1979, onward.

Another index is the S&P CNX Nifty; it includes 50 shares listed on the NSE, which
represent about 62% of its free-float market capitalization. It was created in 1996 and

provides time series data from July 1990, onward.

Market Regulation

The overall responsibility of development, regulation and supervision of the stock
market rests with the Securities & Exchange Board of India (SEBI), which was formed in
1992 as an independent authority. Since then, SEBI has consistently tried to lay down market
fules in line with the best market practices. It enjoys vast powers of imposing penalties op
Market participants, in case of a breach.

Who Can Invest In India?

India started permitting outside investments only in the 1990s. Foreign investments

ae classified into two categories: foreign direct investment (FDI) and foreign portfolio

.
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institutional investor (FII) or as one
registrations are granted by the market regulator,

consist of mutual funds, pension funds, endowments, SOV
anies etc. At present, India does not allow foreign

sovereign wealth funds, insuranc,

companies, banks, asset management comp
individuals to invest directly into its stock m
(those with a net worth of at least $USS0 million) ¢

Foreign institutional investors and their sub a

arket. However, high-net-worth individuals
an be registered as sub-accounts of an FIJ,
ccounts can invest directly into any of

the stocks listed on any of the stock exchanges. Most portfolio investments consist of

investment in securities in the primary and secondary markets,
and warrants of companies listed or to be listed on a recognized stock exchange in India. FIls

can also invest in unlisted securities outside stock exchanges, subject to approval of the price

including shares, debentures

by the Reserve Bank of India. Finally, they can invest in units of mutual funds and

derivatives traded on any stock exchange.
An FII registered as a debt-only FII can invest 100% of its investment into debt

instruments. Other FlIs must invest a minimum of 70% of their investments in equity. The
balance of 30% can be invested in debt. FlIs must use special non-resident rupee bank
accounts, in order to move money in and out of India. The balances held in such an account

can be fully repatriated. (For related reading, see Re-evaluating Emerging Markets.)

Restrictions/Investment Ceilings
The government of India prescribes the FDI limit and different ceilings have been

prescribed for different sectors. Over a period of time, the government has been
progressively increasing the ceilings. FDI ceilings mostly fall in the range of 26-100%. By
default, the maximum limit for portfolio investment in a particular listed firm, is decided by
the FDI limit prescribed for the sector to which the firm belongs. However, there are WO
additional restrictions on portfolio investment. First, the aggregate limit of investment by all

FlIs, inclusive of their sub-accounts in any particular firm, has been fixed at 24% of the paid-
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exchanges:
pata Analysis

How many people invest in stock markets in India?

in equity-based derivatives trading on stock

Which state has most stock market investors in India?
Statistic

than one brokerage. A total of 98.7% of these had clear state/union-territory wise data. It was
not defined for 4.29 lakh investors. This works out to less than 7% of India’s 48.18 crore-

strong workforce. The exchange updates the data daily. The analysis used numbers from 20
February 2017.

Maharashtra alone accounts for more than one-fifth of India’s stock market investors

Gujarat, Tamil Nadu, West Bengal and Uttar Pradesh are the other top five states in terms of
percentage share in total stock market investors. These five states account for a little less than
60% of India’s stock market investors. Most of India’s states and union territories have g
smaller share in total number of stock market investors than their share in population,

What explains this skewed distribution in number of investors across states?
Urbanization and per capita Gross State Domestic Product (GSDP) seem to be bigger drivers
for interest in stock markets than literacy. The first two have a correlation of 0.69 with state’s
Stock market penetration rate, or registered investors as a percentage of total state population.

Literacy only has a correlation of 0.30.
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States like Maharashtra and Gujarat also benefit from a traditional equity Culy
Another factor may be geography. The lowest penetration secms to be in areas far away from,

the main stock exchanges in Mumbai. Thi
trading. Nobody has to be present in the tra

can get information through television and th

s is an interesting takeaway in an era of dec&onic
ding ring to buy or sell shares anymore, ‘“Vestors

e internet. Yet, gcographica] distance sti]] seemg

to play a role.

It is important to note that these numbers are likely to be overestimates, Industry

experts point to duplication in the number of demat (or investor) accounts, as one persg,

often has more than one such account. Many of the demat accounts are hardly used.

Another pointer to the investor numbers being overstated lies in the tax data, Ther

were only 4.72 lakh people who recorded any short term capital gai
income tax statistics for the assessment year 2014-15, which is a very small fraction of the

ns or losses, according to

aggregate figure of 3.23 crore which emerges from BSE data. Short term capital gains tax is
paid for securities held for less than a year. It can also apply to other transactions such as

land and gold. This means that not everyone who has filed gains or losses is talking about the

stock market.
An earlier Plain facts column had compared stock market data with income tax data

when it was first released. Some of this seems to be on account of under-reporting. However,
subsequent releases of tax data shows that while the absolute number of such individuals has

gone up for the next two years, there is a decline in terms of share in total number of filings.
This would suggest stagnation in equity penetration.

Findings
Following findings were generated from the study:-

1. Got understanding about the Indian stock market and also the words and jargon which

are used under the stock market.
2. Maximum investors are aware of all the investment options.
3. The Securities and Exchange Board of India (SEBI) is the regulatory autho
established under the SEBI Act 1992

4. Different factors considered by investors while investing are return,

rity

risk, tax penefits

. . " ent
capital appreciation and the most prominent factor is the retun on any invest™"
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5. Also got the idea on what amount of people have been registered and have opened
demat account

Conclusion

Indian Stock Markets is one of the oldest in Asia. Its history dates back to nearly 200
years ago- The earliest records of security dealings in India are meager and obscure. The East
(ndia Company Was the dominant institution in those days and business in its loan securities
used to be transacted towards the close of the eighteenth century. The nature of investment
differs from individual to individual and is unique to each one because it depends on various
parameters like future financial goals, the present & the future income model, capacity to
bear the risk, the present requirements and lot more. As an investor progresses on his/her life
stage and as his/her financial goals change, so does the unique investor profile. Maximum
vestors are aware of all the investment options

Also many states in India has less investor 100 in total there are very less people
demat account in the country like India which is so fast developing country.

Still there is lots of potential left as not much people have invested in Indian stock

market which is almost at top position in world’s stock market
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