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INTRODUCTION
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1.1-Introduction

CAPITAL MARKET refers to the market for long-term funds for investment purposes.

The capital market is the source of funds for corporate,governments and provides

opportuni�es to savers to park their long-term savings. The capital market comprises

of two segments- the primary and the secondary markets. Broad term describing any

market place where buyers and sellers par�cipate in the trade of assets such as

equi�es, bonds, currencies and deriva�ves. Financial Markets are typically defined

by having transparent pricing, basic regula�ons on trading, costs and fees and

market forces determining the prices of securi�es that trade. In economics, typically,

the term market means the aggregate of possible buyers and sellers of a certain

good or service and the transac�ons between them. The term "market" is some�mes

used for what are more strictly exchanges, organiza�ons that facilitate the trade in

financial securi�es, e.g., a stock exchange or exchange in Finance, Financial Markets

facilitate:     
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1 .2 -H i s tory	o f	 Cap i ta l	Marke t

Controller of Capital Issues Act (CCI) was passed in1947.The stock markets have had
many confused �mes in the last 140 years of their existence. The burden of wealth
and expenditure tax in 1957 by Mr. T.T. Krishna machari, the then finance minister, 
ed to a vast fall in the markets. The dividend freeze and tax on bonus issues in
1958-59 also had a nega�ve impact. War with China in 1962 was another memorably
bad year, with the resultant shortages increasing prices all round. This led to a ban
on forward trading in commodity markets in1966, which was again a very bad period,
together with the introduc�on of the Gold Control Act in 1963.and this led to a
rebirth Of interest in the capital markets, only to be punctured by the
Harshad Mehta scam in 1992. The mid-1990s saw a rise in leasing company shares,
and hundreds of companies, mainly listed in Gujarat, and got listed in the BSE.
The end-1990s saw the emergence of Ketan Parekh and the informa�on;
communica�on and entertainment companies came into the limelight. This period
also coincided with the dotcom bubble in the US, with so�ware. There was a reduce
in so�ware stock in early 2000.Mr. P Chidambaram con�nued the liberaliza�on and
reform process opening up of the companies, li�ing taxes on long-term gains and
introducing short term turnover tax. The markets have recovered since then and
we have witnessed a sustained rally that has taken the index over 13000.Several
systemic changes have over 13000.Several systemic changes have taken place
during the short history of modern capital markets. The se�ng up of the Securi�es
and Exchange Board (SEBI) in 1992 .The history of the Indian capital markets and the
stock market, in par�cular can be traced back to 1861 when the American Civil
War began.
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1 .3 -Re form	o f	 Cap i ta l	Marke t	

There Are Many Reform In Capital Market .firstly I Will Discuss The Trends In Primary
Market. During May 2013,928 Crore Were Mobilized In The Primary Market By Way
Of Three Issues As Compared To 134 Crore Mobilized Through One Issue In April2013,
Showing An Increase Of Around 6 Times Over The Previous Month. In May 2013,
There Were Three Equity Issues. The Cumula�ve Amount Mobilized For The Financial
Year 2013-14, So Far, Stood At ` 1,062crore Through Four Issue As Against ` 446 Crore
Raised Through Five Issues During The Corresponding Period Of 2012-13.  

Chart Showing Many Primary Trends In Market Further Primary 
 

Further Primary Market Reforms: 

• The Improved Disclosure Standards, Introduc�on Of Pruden�al Norms, And
   Simplifica�on Of Issue Procedures. 

• Companies Required Disclosing All Material Facts And Specific Risk Factors
   Associated With Their Projects While Making Public Issues. 

• Lis�ng Agreements Of Stock Exchanges Amended To Require Listed Companies To
   Furnish Annual Statement To The    Exchanges Showing Varia�ons Between
   Financial Projec�ons And Projected U�liza�on Of Funds In The Offer Document And
   Actual Figures. This Is To Enable Shareholders To Make Comparisons Between
   Performance And Promises. 
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• SEBI Introduces A Code Of Adver�sement For Public Issues To Ensure Fair And
  Truthful Disclosures. 

• Disclosure Norms Further Strengthened By Introducing Cash Flow Statements. 

• New Issue Procedures Introduced—book Building For Ins�tu�onal Investors—
   aimed At Reducing Costs Of Issuing Shares. 

• SEBI Introduces Regula�ons Governing Substan�al Acquisi�on Of Shares And
   Takeovers And Lays Down Condi�ons Under Which Disclosures And Mandatory
   Public Offers Are To Be Made To The Shareholders. 

Reforms in Secondary Market: 

• Establishment of SEBI: 

The Securi�es and established in 1988. It got legal status in 1992. SEBI was primarily
set up to regulate the ac�vi�es of the merchant banks, to control the opera�ons oF
mutual funds, to work as a promoter of the stock exchange ac�vi�es and to
merchant banks, to control the opera�ons of mutual funds, to work as a promoter
of the stock exchange ac�vi�es and to act as a regulatory authority of new issue
ac�vi�es of companies. The SEBI Act, 1992 was enacted to empower SEBI with
statutory powers for (a)protec�ng the interests of investors in securi�es) promo�ng
the development of the securi�es market, and (c) regula�ng the securi�es market.
Its regulatory jurisdic�on extends over corporate in the issuance of capital and
transfer of securi�es, in addi�on to all intermediaries and persons associated with
the securi�es market. It can conductenquiries, audits, and inspec�on of all X
provisions of the Act, Rules, and Regula�ons made the under. SEBI has full
self-government and the authority to regulate.  

•Establishment of Creditors Ra�ng Agencies: 

Three creditors ra�ng agencies viz. The Credit Ra�ng Informa�on Services of India
Limited (CRISIL - 1988), the Investment Informa�on and Credit Ra�ng Agency of
India Limited (ICRA - 1991) and Credit Analysis and Research Limited (CARE) were
set up in order to assess the financial health of different financial ins�tu�ons and
agencies related to the stock market ac�vi�es. It is a guide for the Investors also in
evalua�ng the risk of their investments. Among the credit ra�ng agencies in India,
CRISIL is one of the leading credit ra�ngs agencies which cover extensive sectors of
industries and follow procedures for fair ra�ng through substan�al analyses in India.
CRISIL was established as an independent body in 1992, and became affiliates of S &
P in 1996. CRISIL was taken over by S&P in 2004, Which holds stake of 51% of CRISIL.
As one of the major characteris�cs of CRISIL on credit ra�ngs and default study,
CRISIL has default rate for company analyses in credit ra�ng exercises. Other credit
ra�ng agencies are mainly focusing on failures of debt. ate of Moody's), CRISIL has
an independent commi�ee on the local credit ra�ngs and not much involved by
S&P in local bond ra�ngs. The ra�ng
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The growing of mutual funds in India has certainly helped the capital market to grow.
Public sector banks, foreign banks, financial ins�tu�ons and joint mutual funds
between the Indian and foreign firms have launched many new funds. A big
diversifica�on in terms of schemes, maturity, etc. has taken place in mutual funds in
India. It has given a wide choice for the common investors to enter the Capital
market. 

•Rowing Mutual Fund Industry: 

•Rowing Stock Exchanges: 

The numbers of various Stock Exchanges in India are increasing. Ini�ally the BSE was
the main exchange, but now a�er these�ng up of the NSE and the OTCEI, stock
exchanges have spread across the country. Recently a new Inter-connected Stock
Exchange of India has joined the exis�ng stock Exchanges 

•Investor's Protec�on: 

Under the purview of the SEBI the Central Government of India has set up the
Investors Educa�on and Protec�on Fund (IEPF) in 2001. It works in educa�ng and
guiding investors. It tries to protect the interest of the small investors From
fraudsand malprac�ces in the capital market.  

•Growth of Deriva�ve Transac�ons: 

Since June 2000, the NSE has introduced the deriva�ves trading in the equi�es. In
November 2001 it also introduced the future and op�ons transac�ons. These
innova�ve products have given variety for the investment leading to the expansion
of the capital market. 

•Pecula�on: 

The stock exchanges are also fashionable places for specula�on. In a financial
context, the terms specula�on "and investment" are actually quite specific. For
instance, although the word "investment" is typically used, in a general sense, to
mean any act of placing money in a financial vehicle with the intent of producing
returns over a period of �me, most ventured money—including funds placed in the
world's stock market—is actually not investment but specula�on. 
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•Credit Ra�ng Agencies: 

Credit ra�ng agencies provide guidance to investors / creditors for determining the
credit risk. The Credit Ra�ng Informa�onServices of India Limited (CRISIL) was set up
in 1988 and Investment Informa�on and Credit Ra�ng Agency of India Ltd. (ICRA)was
set up in 1991. These agencies are likely to help the development of capital market in
future. Growth of Mutual Funds Themutual funds collects funds from public and
other investors and channelizes them into corporate investment in the primaryand
secondary markets. The first mutual fund to be set up in India was Unit Trust of India
in 1964. Development of VentureCapital Funds Venture capital represents financial
investment in highly risky projects with a hope of earning high returns A�er1991,
economic liberaliza�on has made possible to provide medium and long term funds 
o those firms, which find it difficult to raise funds from primary markets and by way
of loans from FIs and banks
. 

1 .4	 Fac tors	Respons ib le	 For	Growth	And	Deve lopment	O f	 Cap i ta l	Marke t :	

Growth of Development Banks and Financial Ins�tu�ons For providing long termfunds to
industry, the government set up Industrial Finance Corpora�on in India(IFCI) in 1948.
This was followed by a number of other development banks and ins�tu�ons like the Industrial
Credit and Investment Corpora�on of India (ICICI) in 1955, Industrial Development Bank of
India (IDBI) in 1964, Industrial Reconstruc�on Corpora�on of India (IRCI) in 1971, Foreign
Investment Promo�on Board in 1991, Over the Counter Exchange of India (OTCEI) in 1992 etc.
1969,14 major commercial banks were na�onalised. Another 6 banks were na�onalized in
1980. These financial ins�tu�ons and banks have contributed in widening and strengthening
of capital market in India. Se�ng up of SEBI The Securi�es Exchange  of India (SEBI) was set
up in 1988 and was given statutory recogni�on in 1992.Increasing Awareness During the last
few years there have been increasing awareness of investment opportuni�es among the
public. Business newspapers and financial journals (The Economic Times, The Financial
Express, Business India, Money etc.) have made the people aware of new long-term
investment opportuni�es in the security market. Growing Public Confidence A large number
of big corpora�ons have shown impressive growth. This has helped in building up the
confidence of the public.  
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1 .5	Re forms	 In	Cap i ta l	Marke t	 S ince	1991	

The government has taken several measures to develop capital market in post-reform
period, with which the capital market reached new heights. Some of the important
measures are:

•Dematerializa�on of Shares: 

Dematerializa�ons of shares have been introduced in all the shares traded on the
secondary stock markets as well as those issued to the public in the primary markets.
Even bonds and debentures are allowed in demate form. The advantage of demate
trade is that it involves Paperless trading. Screen Based Trading The Indian stock
exchanges were modernized in 90s, with Computerized. 

•Screen Based Trading System (SBTS):  

It cuts down �me, cost, risk of error and fraud and there by leads to improved
opera�onal efficiency. The trading system also provides complete online market
informa�on through various inquiry facili�es. 

•Establishment of Securi�es and Exchange Board Of India (SEBI):  

SEBI became opera�onal since 1992. It was set with necessary powers to regulate
the ac�vi�es connected with marke�ng of securi�es and investments in the stock
exchanges, merchant banking, por�olio management, stock brokers and others in
India. The objec�ve of SEBI is to protect the interest of investors in primary and
secondary stock markets in the country. 

•Establishment of Na�onal Stock Exchange (NSE): 

The se�ng up to NSE is a landmark in Indian capital markets. At present, NSE is the
largest stock market in the country. Trading on NSE can be done throughout the
country through the network of satellite terminals. NSE has introduced inter-regional
clearing facili�es. 

•Investor Protec�on:

The Central Government no�fied the establishment of Investor Educa�on and
Protec�on Fund (IEPF) with effect from 1st Oct. 2001: The IEPF shall be credited with
amounts in unpaid dividend accounts of companies, applica�on moneys received by
companies for allotment of any securi�es and due for refund, matured deposits and
debentures with companies and interest accrued there on, if they have remained
unclaimed and unpaid for a period of seven years from the due date of payment.
The IEPF will be u�lized for promo�on of awareness amongst investors and
protec�on of their interests. 

•Mutual Funds:
Mutual Funds are an important avenue through which households par�cipate in the
securi�es market. As an investment intermediary, mutual funds offer a variety of
services / advantages to small investors. SEBI has the authority to lay down
guidelines and supervise and regulate the working of mutual funds. 
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•The Na�onal Securi�es Clearing Corpora�on Limited (NSCL): 

The NSCL was set up in 1996. It has started guaranteeing all trades in NSE since July
1996. The NSCL is responsible for post-trade ac�vi�es of NSE. It has put in place a
comprehensive risk management system, which is constantly monitored and
upgraded to pre-expect market failures. 

•Trading In Central Government Securi�es:

In order to encourage wider par�cipa�on of all classes of investors, Including retail
investors, across the country, trading in government securi�es has been introduced
from January 2003. Trading in government securi�es can be carried out through a
na�onwide, anonymous, order-driver, screen-based trading system of stock
exchanges in the same way in which trading takes place in equi�es. 

•Credit Ra�ng Agencies:

Various credit ra�ng agencies such as Credit Ra�ng Informa�on services of India Ltd.
(CRISIL– 1988), Investment Informa�on and credit Ra�ng Agency of India Ltd.
(ICRA – 1991), etc. were set up to meet the emerging needs of capital market.
They also help merchant bankers, brokers, regulatory authori�es, etc. in discharging
their func�ons related to debt issues. 

•Buy Back Of Shares:

Since 1999, companies are allowed to buy back of shares. Through buy back,
promoters reduce the floa�ng equity stock in market. Buy back of shares help
companies to overcome the problem of hos�le takeover by rival firms and others. 

•Deriva�ves Trading:

Deriva�ves trading in equi�es started in June 2000. At present, there are four equity
deriva�ve products in India Stock Futures, Stock Op�ons, Index Futures, Index
Op�ons. Deriva�ve trading is permi�ed on two stock exchanges in India i.e.
NSE and BSE. At present in India, deriva�ves market turnover is more than cash
market.  

•PAN Made Mandatory:

In order to strengthen the "Know your client" norms and to have sound audit trail of
transac�ons in securi�es market, PAN has been made mandatory with effect from
January 1, 2007. 

•Accessing Global Funds Market:

Indian companies are allowed to access global finance market and benefit from the
lower cost of funds. They have been permi�ed to raise resources through issue of
American Depository Receipts (ADRs), Global Depository Receipts (GDRs), Foreign
Currency Conver�ble Bonds (FCCBs) and External Commercial Borrowings (ECBs).
Further Indian financial system is opened up for investments of foreign funds
through Non-Resident Indians (NRIs), Foreign Ins�tu�onal investors (FIls), and
Overseas Corporate Bodies (OCBs). 
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1 .6	 In terne t	Trad ing	

Trading on stock exchanges is allowed through internet, investors can place orders
with registered stock brokers through internet. This enables the stock brokers to
execute the orders at a greater pace. 

•Rolling Se�lement:

Rolling se�lement is an important measure to enhance the efficiency and integrity of
the securi�es market. Under rolling se�lement all trades executed on a trading day
(T) are se�led a�er certain days (N). This is called T + N rolling se�lement. Since
April 1, 2002 trades are se�led' under T + 3 rolling se�lement. In April 2003, the
trading cycle has been reduced to T + 2 days. The shortening of trading cycle has
reduced undue specula�on on stock markets. 

•The Clearing Corpora�on Of India Limited (CCIL):

The CCIL was registered in 2001, under the Companies Act, 1956 with the State Bank
of India as the Chief Promoter. The CCIL clears all transac�ons in government
securi�es and repos and also Rupee / US $ forex spot and forward deals All trades in
government securi�es below Rs. 20 cores would be mandatorily se�led through CCIL,
white those above Rs. 20 cores would have the op�on for se�lement through the
RBI or CCIL. 

The Indian capital market has witnessed major reforms in the decade of 1990s and
therea�er. It is on the verge of the growth.Thus, the Government of India and SEBI
has taken a number of measures in order to improve the working of the Indian
stock exchanges and to make it more progressive and vibrant. 

RECENT DEVELOPMENTS IN CAPITAL MARKET OF INDIA

REFORMS IN CAPITAL MARKET OF INDIA 

THE MAJOR REFORMS UNDERTAKEN IN CAPITAL MARKET OF INDIA INCLUDES:- 

•Establishment of SEBI:

The Securi�es and Exchange Board of India (SEBI) was established in 1988. It got a legal 
status in 1992. SEBI was primarily set up to regulate the ac�vi�es of the merchant banks,
to control the opera�ons of mutual funds, to work as a promoter of the stock exchange
ac�vi�es and to act as a regulatory authority of new issue ac�vi�es of companies. The
SEBI was set up with the fundamental objec�ve, "to protect the interest of investors in
securi�es market and for ma�ers connected there with or incidental thereto.  
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•The main func�ons of SEBI are:-

ii. To promote and regulate the self regulatory organiza�ons.

iii. To prohibit fraudulent and unfair trade prac�ces in securi�es market.

v. To prohibit insider trading in securi�es market.

vi. To regulate huge acquisi�on of shares and takeover of companies.

i. To regulate the business of the stock market and other securi�es market.

iv. To promote awareness among investors and training of intermediaries about 

market.safety of

1-Establishment of Creditors Ra�ng Agencies:

Three creditors ra�ng agencies viz. The Credit Ra�ng Informa�on Services of India Limited
(CRISIL - 1988), the Investment Informa�on and Credit Ra�ng Agency of India Limited
(ICRA - 1991) and Credit Analysis and Research Limited (CARE) were set up in order to
assess the financial health of different financial ins�tu�ons and agencies related to the
stock market ac�vi�es. 

2-Increasing of Merchant Banking Ac�vi�es: 

Many Indian and foreign commercial banks have set up their merchant banking divisions
in the last few years. These divisions provide financial services such as underwri�ng
facili�es, issue organizing, consultancy services, etc. It has proved as a helping hand to
factors related to the capital market. 

3-Candid Performance of Indian Economy: 

In the last few years, Indian economy is growing at a good speed. It has a�racted a huge
inflow of Foreign Ins�tu�onal investments (FII). The massive entry of FIIs in the Indian
capital market has given good apprecia�on for the Indian investors in recent �mes.
Similarly many new companies are emerging on the horizon of the Indian capital market
to raise capital for their expansions.

4-Rising Electronic Transac�ons: 

Due to technological development in the last few years. The physical transac�on with
more paper work is reduced. Now paperless transac�ons are increasing at a rapid rate.
It saves money, �me and energy of investors. Thus it has made inves�ng safer and
hassle free encouraging more people to join the capital market. 

5-Growing Mutual Fund Industry : 

The growing of mutual funds in India has certainly helped the capital market to grow.
Public sector banks, foreign banks, financial ins�tu�ons and joint mutual funds between
the Indian and foreign firms have launched many new funds. A big diversifica�on in
terms of schemes, maturity, etc. has taken place in mutual funds in India. It has given
a wide choice for the common investors to enter the capital market. 

6-Growing Stock Exchanges : 

The numbers of various Stock Exchanges in India are increasing. Ini�ally the BSE was
the main exchange, but now a�er the se�ng up of the NSE and the OTCEI, stock
exchanges have spread across the country. Recently a new Inter-connected Stock 
Exchange of India has joined the exis�ng stock exchanges. 
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7-Investor's Protec�on: 

Under the purview of the SEBI the Central Government of India has set up the Investors
Educa�on and Protec�on Fund (IEPF  in 2001. It works in educa�ng and guiding investors.
It tries to protect the interest of the small investors from frauds andmalprac�ces in
the capital market.   

8-Growth of Deriva�ve Transac�ons: 

Since June 2000, the NSE has introduced the deriva�ves trading in the equi�es.
In November 2001 it also introduced the future and op�ons transac�ons. These
innova�ve products have given variety for the investment leading to the expansion
of the capital market. 

9-Insurance Sector Reforms:

Indian insurance sector has also witnessed massive reforms in last few years. The
Insurance Regulatory and Development Authority (IRDA) was set up in 2000. It paved
the entry of the private insurance firms in India. As many insurance companies invest
their money in the capital market, it has expanded. 

10-Commodity Trading :

Along with the trading of ordinary securi�es, the trading in commodi�es is also recently
encouraged. The Mul� Commodity  Exchange (MCX) is set up. The volume of such
transac�ons is growing at a splendid rate. 
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1 .7	Rebound	 In	 Ind ian	Cap i ta l	Marke t	

e factors that are responsible for rebound phenomenon in Indian
Capital Market are as follows: 

Ac�ve FII buying. 
Ac�ve III (Indian Ins�tu�onal Investor) buying. Favorable sovereign ra�ng by leading. 
Credit ra�ng agencies like S&P, Moody's, etc. 
Favorable monsoons fuelling adequate demand for goods and services in the
economy. Favorable poli�cal condi�ons.  Strong foreign exchange reserve posi�on.
Foreign exchange reserve posi�on. 
Strong fundamentals of basic and other industrial segments such as steel, FMCGs etc.
Forecasts of be�er prospects in future. Strong macro-economic aggregates. Ac�ve
par�cipa�on of retail investors with renewed vigor 

THE INSTRUMENTS ISSUED IN CAPITAL MARKETS ARE LISTED BELOW: 

Share is the share in the share capital of the company. Share is one of the units into
which the capital of company is divided.A person having the shares of the company
is called as shareholder of that company; He is regarded as the part of owner of
the company.
There are 2 types of shares:
a) Equity shares
b) Preference shares

1-Shares: 
 
 

 2-Debentures: 
 
 
  
 
 

Debentures are long term borrowed funds of the company. They have fixed maturity
period as well as fixed interest rate. These are the cer�ficates issued under common
seal of the company. 

 3-Bonds: 
Bonds are the long term borrowed funds of the government and also companies.
Like debentures have fixed maturity and fixed interest rate even bonds have.
Here interest charged on bonds termed as coupon rate. 

 3-Deriva�ves: 

These are instruments that derive from other securi�es, which are referred to as
underlying assets. The price, riskiness andfunc�on of the deriva�ve depend on the
underlying assets since whatever affects the underlying asset must affect the

 • Op�ons 

• Swaps

• Exchange Traded Funds

Capital market instruments are monetary instruments as obliga�on or value that
are exchanged either on a securi�es trade orspecifically amongst financial specialists
and borrowers. It is responsible for genera�ng funds for companies, corpora�ons and
some�mes na�onal governments. These are used by the investors to make a profit
out of their respec�ve markets.Capital market instruments include Stocks, Bonds,
Debentures, Treasury-bills, Foreign Exchange, Fixed deposits, and other.   
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1 .8	D ifference	Be tween	Equ i ty	 S ecur i t y	And	Debt	 S ecur i t y	

MONEY MARKET VS CAPITAL MARKET DIFFERENCES 

Money market and Capital market are types of financial market. Money markets are
used for short-term lending or borrowing usually the assets are held for one year or
less whereas, Capital Markets are used for long-term securi�es they have the direct
or indirect impact on the capital. Capital markets include equity market and debt
market 

1-Money Markets : 
 
 

Money markets are unorganized markets where banks, financial ins�tu�ons, money
dealers and brokers trade in financialinstruments for a short period of �me. They
trade in short-term debt instruments like trade credit, commercial paper,cer�ficate
of deposit, T- bills etc. which are highly liquid and can be redeemed in the period less
than 1. Trading in the money market is done mostly through over the counter (OTC)
i.e. no or li�le use of exchanges. They providebusinesses with short-term credit and
play a major role in providing liquidity in the economy over the short term. It helps
thebusiness and industries with working capital requirements. 
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1-Capital Markets  : 
 
 

The capital market is a type of financial market where financial products like stocks,
bonds, debentures are traded for a longdura�on of �me. The serve the purpose of
long-term financing and long-term capital requirement. The Capital market is a
dealer and an auc�on market and consists of two categories:
• Primary market:
A primary market where the fresh issue of securi�es are offered to the public
• Secondary market:
A secondary market where issued securi�es are traded between the investors. 

KEY DIFFERENCES BETWEEN MONEY MARKET AND CAPITAL MARKET 

Let us point out key differences between money market and Capital market: 

 A. Capital markets are well organized whereas money markets are not that organized. 
B. Liquidity is high in the money market whereas liquidity is compara�vely low in
capital markets. 
C. Due to high liquidity and low dura�on of maturity in money markets, Instruments
in money markets are a low risk whereascapital markets are the compara�vely high
risk. 
D. Central bank, commercial banks and non-financial ins�tu�ons are majorly work in
money markets whereas stock exchanges,commercial banks, and non- banking
ins�tu�ons work in capital markets.Money markets are required to fulfill the capital
needs in short-term especially the working capital requirements and capital.
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1 .9	Marke t	 S t ruc ture	And	D imens ions	
The public-sector debt instruments mainly comprise central and state government
securi�es, which account for about 65percent of the country's debt market, an publib
-sector bonds issued by companies in the public sector. Other debt instruments in the
market are cer�ficates of deposit and commercial paper in the short-dated sector,
corporate bonds in the medium- to long-dated sector.The debt market is an important
source of funding for the corporate sector as well as the government. The borrowing
rate of the government determines the risk-free rate in the market and is the
benchmark against which all other paper is priced. The size of the Indian debt market
is es�mated at about Rs 4,172 billion, as of 31 March 1998 The development of the
debt markets in India has been constrained by the limited number and variety of
instruments, lack of liquidity, and dearth of investors.New debt instruments would
add depth and volume to a market that today comprises mostly government
securi�es. The main instruments in the Indian debt market are discussed briefly
below.         

Government of India Securi�es:
Government of India securi�es (GOI securi�es), also called dated securi�es,are
medium-to long-term obliga�ons of the government that are issued on its behalf by
the central bank, the Reserve Bank of India (RBI),and are registered in the holder's
name at the Public Debt Office of the RBI. The RBI also acts as the depository and
maintains subsidiary general ledger accounts for banks and other select investors
such as primary dealers, financial ins�tu�ons, mutual funds, insurance companies,
andprovident funds. FIIs have recently been permi�ed to invest in GOI securi�es and
to repatriate the profits from the investments. Banks, nonbank finance companies
(NBFCs),1 and housing finance ins�tu�ons (HFIs) are required to invest in government
securi�es to sa�sfy their statutory liquidity reserve (SLR) requirements. Dated
securi�es usually have a maturity period of two to ten years,and the issue size varies
from Rs 20 billion to Rs 50 billion. The outstanding GOI securi�es as of 31 March1998,
excluding securi�es issued by public-sector units which carried a central or state
government guarantee, amounted to about Rs 2,254 billion. In 1997 1998, primary
auc�ons of GOI securi�es had yields ranging from 11.15 percent to 13.05 percent for
securi�es with a maturity of three to ten years. To boost the retail sector and give
greater liquidity to retail investors, the RBI in October 1997 allowed banks to buy GOI
securi�es and then sell them at prevailing market prices immediately a�er.
Previously, there had to be an interval of at least 30 days between the purchase
and resale of the securi�es. 

Treasury Bills:
Treasury bills (T-bills) are short-term rupee-denominated obliga�ons issued by the
RBI on behalf of the GOI. They are issued formaturity periods of 14 days, 91 days,
and 364days. In addi�on, the RBI plans to introduce a 28-day T-bill. The typical
auc�on sizeis Rs 5 billion for the 91-day T-bill, and Rs 200 million to Rs 20 billion for
the 364-day T-bill. Outstanding T-bills amounted toabout Rs 181 billion as of March
1998,comparedwith Rs 165 billion in March 1997.Investors in T-bills include banks,
primarydealers, financial ins�tu�ons, mutual funds, corpora�ons, NBFCs, HFIs, state
governments, and insurance companies. The newmonetary and credit policy for the
first half of 1998 1999 allows FIIs to invest in T-bills. Nonresident Indians (NRIs) and
overseas corporate bodies (OCBs) may similarly invest in T-bills, but cannot repatriate
the profits. In the second half of 1997 1998, the RBI announced plans to introduce a
uniform price auc�on for 91-dayT-bills, to deal with the problem of winner's curse
‖3 and to broaden market Par�cipa�on.    
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Sovereign Bonds:

India has not yet issued sovereign bonds in the interna�onal market. 
The country's Sovereign ra�ng is based on the ra�ngs assigned to bond and
debenture issues of public-sector Indian companies in the interna�onal Market.
Despite the country's ―low investment‖ or ―high non–investment grade‖ ra�ngs,
Indian corpora�ons have generally been able to obtain funds abroad on be�er terms
than what the sovereign ra�ngs might signify. 

SOME OF THE ADVANTAGES OF ISSUING SOVEREIGN BONDS ARE: 
• The government would have less need to borrow in the domes�c Market.
• Corpora�ons could use the bonds as a benchmark against which they Could price
their issues.
• The bonds would broaden the investor base in the interna�onal market sand help
mobilize long-term finance for
infrastructure projects.
• The cost of borrowings would be reduced rela�ve to the domes�c Market. The
drawbacks could, however, outweigh the advantages. For the sovereign bonds to gain
credibility in theinterna�onal market, the government will need to have a sizeable
presence in the market and not merely undertake a token borrowing. Its external
debt would therefore increase. Moreover; sovereign bonds are classified as external
commercial borrowings), on (ECBs which India has set a ceiling.
• A foreign-currency bond may carry a lower nominal interest rate than a rupee-
denominated government security with the same maturity, bu�e foreign-currency
bond also entails an exchange-rate risk. Depending on the exchange rate, the sovereign
bond could turn out to be much more expensive for the government than
local borrowings. 

Public-Sector Undertaking Bonds (PSU Bonds):

These are medium- to long-term obliga�ons issued by public-sector corpora�ons.
The total value of outstanding PSU bonds as of March 1998 was Rs 654 billion,
including Rs203 billion in government-guaranteed bonds. Public-sector corpora�ons
issue three types of bonds: taxable bonds, tax-free bonds, and government-
guaranteed bonds. To Allow public-sector units in priority sectors to raise money in
the markets at low rates, the government has either guaranteed their bond offerings
or made the interest on the bonds tax-free to investors. The PSU can thus raise
money from the capital markets at concessional rates. PSU bonds have a maturity
period of three to seven years and an issue size of Rs 100 million to Rs 15 billion. The
main investors in PSU bonds are banks, cash-rich corpora�ons, financial ins�tu�ons,
insurance companies, trusts, FIIs
 provident funds, mutual funds, NBFCs, HFIs, and a few individuals. Most PSU bonds
are issued through private placement, although public issues are gradually gaining in
popularity. Seven public-sector units raised Rs 29 billion through privately placed
bonds in 1997.  

RATING OF DEBT INSTRUMENTS 

The Securi�es and Exchange Board of India (SEBI), the watchdog of the Indian capital
markets, has recently announcedthat credit ra�ng will eventually be mandatory for
all debt instruments. As of now, only publicly issued debt instrumentswith a maturity
period of at least 18 months must be rated. The three main ra�ng agencies in India
are the Credit Ra�ngInforma�on Services of India Limited (CRISIL), Investment
Informa�on and Credit Ra�ng (ICRA), and Credit Analysis andResearch Limited (CARE).
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1 .10	Re forms	 in	Government	 secur i t i e s	marke t	

Ins�tu�onal Measures:

❖ Administered interest rates on government securi�es were replaced by an auc�on

system for price discovery.

❖ Automa�c mone�za�on of fiscal deficit through the issue of ad hoc Treasury Bills

was phased out.

❖ Primary Dealers (PD) were introduced as market makers in the government

securi�es market.

❖ For ensuring transparency in the trading of government securi�es, Delivery versus

Pay (DvP) se�lement system wasintroduced.

❖ Repurchase agreements (repo) were introduced as a tool of short term liquidity

adjustment. Subsequently, the LiquidityAdjustment Facility (LAF) was introduced.
LAF operates through repo and reverse auc�ons to set up a corridor for short-term
interest rate.LAF has emerged as the tool for both liquidity management and also
signaling device for interest rates in theovernight market.

❖ Market Stabiliza�ons Scheme (MSS) has been introduced, which has expanded the

instruments available to the ReserveBank for managing the surplus liquidity in the
system.

Recent ini�a�ves:
Corporation and Demutualization of Stock Exchanges: 

Out of the 23 erstwhile stock exchanges, 18 have since been corpora�zed and
demutualised in 2007-08. One stock exchange, i.e. Hyderabad Stock Exchange, failed
to demutualise by the due date and has therefore been de- recognized. Saurashtra
Kutch Stock exchange, Mangalore Stock exchange and Magadh Stock exchange have
been de-recognized for various irregulari�es/non compliances. As regards
Coimbatore Stock Exchange which had sought voluntary withdrawal of recogni�on,
the ma�er is sub- juice 
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Corporate Bond Markets: 

The Government had set up a High-Level Expert Commi�ee on Corporate Bond sand
Securi�za�on (Pa�l Commi�ee) to look into legal, regulatory, tax and market design
issues in the development of the corporate bond market. The Commi�ee submi�ed
its report to the Government in December, 2005. The Budget of 2006-07 announced
that the Government has accepted therecommenda�ons of the Report and that steps
would be taken to create a single, unified exchange-traded market for corporate
bonds. The measures already taken in respect of implementa�on of the
recommenda�ons of the Pa�l Commi�ee include:
The Securi�es Contracts (Regula�on) Act, 1956 has been amended to include
securi�zed instruments within the ambit of"securi�es".- The RBI Act has been
amended to empower RBI to develop and regulate market for Repos in corporate
bonds.  

Investor Protection and Education Fund (IPEF)

SEBI has set up the Investor Protec�on and Educa�on Fund (IPEF) with the purpose
of investor educa�on and related ac�vi�es.SEBI has contributed a sum of Rs.10 crore
toward the ini�al corpus of the IPEF from the SEBI General Fund. In addi�on
following amounts will also be credited to the IPEF namely:
(I) Grants and dona�ons given to IPEF by the Central Government, State Governments
     or any ins�tu�on approved by SEBI for the purpose of the IPEF.
(ii) Interest or other income received out of the investments made from the IPEF.
(iii)Such other amount that SEBI may specify in the interests of the investors. 
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CHAPTER:2
RESEARCH	METHOLOGY
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1.1-Research	De�inition:	

It is not our objec�ve to debate about what kind of work can be regarded as
"Research". For the purpose of the review, research has been defined as doctoral
disserta�ons, papers published in academic journals, books (including expository,
but excluding obviously popular books) and working papers or occasional
unpublished papers (where such informa�on was available) on Indian capital market. 

OBJECTIVES OF THE STUDY: 

The study mainly aims at the analysis of Indian Capital Market reforms from the
point of view of retail investors : 

SPECIFICALLY THE OBJECTIVES ARE:

 a. To study the socio economic profile of retail investors. 
 b. To analyze the factors influencing the investment behaviour of retail investors. 
 c. To examine the trading prac�ces of retail investors in equity markets. 
 d. To iden�fy the factors influencing the risk taking ability of retail investors. 
 e. To present the problems of retail investors in the capital market. 
 f. To elicit the opinion of the retail investors' on the policy issues of capital markets, 
 g. To suggest certain measures to the policy makers for the protec�on of retail
     investors. 
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1 .2	Hypotheses	O f	The	 S tudy	

e following hypotheses have been formulated on the basis of
objectives of the study. 

1. There is no significant regional difference in the saving pa�ern of investors in financial assets. 

2. There is no significant regional difference in level of diversifica�on in shares. 

3. There is no significant regional difference in size or the amount of investment in shares. 

4. Educa�onal qualifica�on, Occupa�onal status, Annual income and the Period of market
experience have a significant influence on the level of diversifica�on in shares. 

5. Educa�onal qualifica�on, Occupa�onal status, Annual income and the Period of market
experience have a significant

The study is conducted in two phases. In the first stage, secondary data from the
publica�ons of Government of India, Government of Tamil Nadu, Central Sta�s�cal
Organisa�on, Reserve Bank of India, Stock Exchanges, Securi�es and Exchange Board
of India and from relevant reports, periodicals and news papers are collected and
analysed. In the second stage, primary data have been collected from individual
investors through a sample survey. A sample of 300 individual investors from Trichy
has been selected for this purpose. A structured interview schedule was used to elicit
informa�on on the level and pa�ern of savings and investment in capital market
instruments of investors, mode of investment preferred by investors, and the factors
influencing the choice of mutual fund schemes of investors. Discussions have also been
held with share brokers, por�olio managers, officials of SEBI and officials of stock
exchanges to get an insight into the problemsof capital market investment.
  

Methodology:
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1 .3	Need	 for	 the	 S tudy	

The individual investors numbering millions cons�tute the backbone of Indian capital
market. Their ac�ve involvement in the capital market helps the corporate sector to
mobilize sufficient funds required for development and Ensures con�nuous liquidity
in the capital market. This necessitates ensuring Confidence in the minds of individual
investors about capital market InvestmentBut the individual investors are experiencing
a number of difficul�es From different market par�cipants. Their wide spread
geographical distribu�on, unorganized nature and lack of awareness about capital
market investment have Ins�gated unscrupulous market par�cipants to exploit them.
It is believed that India's economic transforma�on is irreversible. Hence, a greater
efficiency in financial intermedia�on is required to support investment and growth,
but this will require structural changes in India's Public finance and dismantling of
unwieldy regula�ons. Other wise it will adversely affect the mobiliza�on of resources through

capital market by corporate bodies, which may ul�mately affect the economic development of
the country. Therefore it is felt necessary tostudy the difficul�es encountered by investors and
examine the growth of Capital market in the context ofliberaliza�on, analyze the supply
(bonds, equi�es, and deriva�ves) and demand condi�ons of household and ins�tu�onal      

Overall objec�ve of the study:

The overall objec�ve of the study is to review the growth of capital market in India,
par�cularly in the context of liberaliza�on measures and the various factors influencing
the preferences of investors in the Capital Market Instruments in Tiruchirappalli District. 

Specific objec�ves of the study:

2. To iden�fy the mode of investment preferred by investors and the factors influencing
    the choice of mutual fund schemes. 

3. To study the overall experience of investors in the capital market investment. 

4. To find out the op�ons of investors from moving out of capital market Investment . 

5. To Make recommenda�ons/sugges�ons for improving the a�rac�veness of capital
    market investment. 

e following are the speci�c objectives of the study: 

1. To Analyze the level and pa�ern, diversifica�on and size of capital market investment. 
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1.4	TYPE	OF	STUDY:

There are various types of study for doing a research, to name some descrip�ve study,
exploratory study, historical study, empirical study, qualita�ve study, quan�ta�ve study,
etc. For the purpose of this research, the research has used Descrip�ve study.
Descrip�ve study is a method usually used to describe the characteris�cs of the
popula�on that is being studied. The descrip�ve study is mostly used to get the answer
for the ques�on ‘what’ rather than answer for ‘why’ The reason for selec�ng Descrip�ve
research is because it gives special focus on specific type of ques�ons, methods, and
outcomes of the data. The best part about Descrip�ve study is that it can study the
qualita�ve and quan�ta�ve aspects i.e. there is no need to study the qualita�ve or
quan�ta�ve aspects separately. Therefore, it can involve the tables and graphs and
numbers or the physical quali�es in the study. Descrip�ve study is usually used by
the anthropologists, psychologists and social scien�sts. This research is based on
descrip�ve study because this project studies the qualita�ve and quan�ta�ve aspects
of the a�endance of commerce students of Mumbai University. However, this is not
only descrip�ve research but also pure research; we can say that this research is a
mixture of descrip�ve and pure research. As the project work is completely first hand,
descrip�ve study is used only to understand the topic. However, my research does
involve review of literaturewhich is the base of descrip�ve study. The significance level
used to test the credibility of my research used is 5% as descrip�ve study is tested at
the same level.
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1.5	SAMPLE	SIZE:

Sample size determina�on is the process of choosing the number of respondents
observa�on to include in a sta�s�cal sample. It is an important feature of a research study
because on the basis of sample size data is collected and interpreted to give accurate and
appropriate results.

The correct and appropriate sample size is said to give more accurate results. For
example, in a census, data is collected from the en�re popula�on. Therefore, the
sample size is equal to popula�on of the country. Keeping in mind the rate of
non-response and nonavailability of respondents, the sample size was taken between
25-100 working professionals.It was Random sampling method that was considered
to decide the sample size. Due to the sample size being small there may be slight
inaccuracy of data that can be rec�fied by further study.
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1.6	SAMPLE	DESIGN:

The sample design used to represent the survey data is in the form of Pie-Charts and
Bar-Charts based on the respondents of the survey. Probability sampling was used to
collect responses.
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1.7	DATA	COLLECTION	METHOD:

 Data for the study was collected from the primary as well as secondary sources.

Primary Source Of Data Collec�on:

Primary source of data collec�on consisted of survey method. The survey was collected
through a Structured Ques�onnaire. The ques�onnaire was prepared keeping in mind
the objec�ves of the study and factors that were to be considered for the study.
Ques�onnaire wasNprepared in such a manner that it could be easily understood by
the respondents. The ques�onnaire being structured was in a single format to save
�me of the respondents. Most of the ques�ons were close ended, so that the
respondents could easily select one given alterna�ve while answering the ques�onnaire.
The ques�onnaire mainly consisted of two parts i.e. Name of the Respondent and
Benefits social media has done in a posi�ve way in their lives and in the world
according to them.

Secondary Source Of Data Collec�on:

The secondary source of data collec�on is assessed to gain informa�on and knowledge
about our research problem that may be previously discussed by some other researcher.
The secondary is referred to know what has already been discussed and what more
scope can be there for research. The secondary data is taken from selec�ve websites
and from online publica�on of some researchers. The secondary data was useful for
the study of Review of Literature. We could study various aspects of different
researchers which gave us an idea about the factors being previously discussed and
also the conclusions drawn from them. It also gave us an insight on what more could
be studied to solve the research problem
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1.8.	RESEARCH	TOOLS	USED:

Research tools are anything which helps in the collec�on of informa�on for a par�cular
research such as observa�on forms, interview schedules, ques�onnaires, and the
interview guides. Hence, for tes�ng the informa�on collected research or sta�s�cal
tools are used. There various types of research tools used to test the data in different
ways. These sta�s�cal tools are usually applied on the tabulated data. These tools can
be of two types: parametric tests and non- parametric tests. For applying parametric
test, the informa�on should be distributed in thetabular format whereas for applying
non-parametric test, no such format is required. It can be applied on any type of data
of even and uneven distribu�on. The parametric tests are usually applied on the metric
data only whereas the non-parametric test is applied on the non-metri data.
For the purpose of this research, only parametric tests are used i.e. only metric data is
analyzed. There are various parametric tests: t-test; f-test; z-test; annova; chi-square;
descrip�ve sta�s�cs which includes mean, median, mode, standard devia�on and variance;
correla�on, regression, and cross tabula�on.
Here the researcher has used t-test, f-test, annova and descrip�ve sta�s�cs. The following
are used because my data collected is a scaled data and for tes�ng of hypothesis for
popula�on mean and to find out the variance in the popula�on or the data collected.
T-test is type of tools for hypothesis tes�ng. It is usually used to find out the significant
difference between the means of two groups. F-test is used when two models is to be
compared in order to iden�fy the model that fits the popula�on from which the data
is sampled.Annova also known as ‘Analysis of Variance’ is a sta�s�cal tool used to test the
differences between two or more means. Descrip�ve Sta�s�cs is a tool used to
measure various measures of central tendencies and Measures of variability
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1.9	Limitations	of	the	Study

The study suffers from the following limita�ons.

1. Official records rela�ng to the details of individual investors in
Trichirappalli are not available. Hence only the details of investors Supplied by broker
firms and mutual fund agents are used for the Selec�on of samples.

2. Sta�s�cs rela�ng to capital market investment in Trichy is virtually absent.
Non-existence of vital data has forced the inves�gator to depend Solely on the
informa�on collected through field survey.

3. The investors in general do not properly keep records of their income,
saving and investment. Therefore the informa�on furnished by them
from their memories have to be relied upon.
In spite of the above limita�ons, the highlights of the study can help the
policy markers and the inves�ng community at large to frame suitable policies
for the be�erment of capital market investment.
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LITERATURE	REVIEW
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Subir Gokarn (1996) In His Research Paper “indian Capital Market Reforms, 1992-
96 An Assessment” Has Used A Conceptual Framework That Draws On The Theory Of
Regula�on On The One Hand And The New Poli�cal Economy On The Other To Make
An Assessment Of The Wide-ranging Reforms That Have Been Ini�ated In The Indian

Stock Market Over The Past Four Years. Based On The Framework The Various Reforms
Are Classified Into Categories Reflec�ng Their Regulatory Effec�veness And/or

Their Impact On Sources Of Market Failure. The Researcher Arrives At A Generally
Posi�ve Assessment Of The Reforms, But Points Out Three Areas Of Concern:
The Lack Of A Fixed Term Appointment For The Regulators; The Persistence Of

Non-compe��ve Condi�ons In The Market; And The Excessive Entry Of New Scripts
Into The Market, Although In Recent Days, Some Steps Have Been Taken To Address

This Problem As Well. 

Anand Pandey (2003) In His Thesis En�tled “efficiency Of Indian Stock Market” Made
An Analysis Of Three Popular Stock Indices To Test The Efficiency Level And Random

Walk Nature Of Indian Equity Market. The Study Presented The Evidence For Inefficient 
Form Of Indian Market. Auto correla�on Analysis And Runs Test Concluded That

The Series Of Stock Indices In India Are Biased Random Time Series. Selvam M (2008
In His Research Paper “efficiency Of Indian Capital Market To React Adequately To The
Announcement Of Quarterly Earnings: A Study In Capital Goods Industry” Has Stated
That An Efficient And Integrated Capital Market, Is An Important Infrastructure That

Facilitates Capital Forma�on. The Efficiency With Which The Capital Forma�on Is Carried
Out Depends On The Efficiency Of The Capital Markets And Financial ins�tu�ons.

A capital market is said to be efficient with respect to an informa�on item if the prices 
of securi�es fully impound the returns implica�ons of that item. The present study
has empirically examined the informa�onal efficiency of Indian capital market with

regard to quarterly earnings released by theautomobile sector companies in the
semi-strong form of EMH. The study found that the Indian Capital market is near
efficient in the semi- strong form of EMH, which can be used by the investors to

make abnormal returns.

Jumba Shelly (2010) in her report “A project on Capital Market” has ascertained
that the performance of the company’s or corporate earnings is one of the factors
which have direct impact or effect on capital market in a country. Weak corporate

earnings indicate that the demand for goods and services in the economy is less due to
slow growth in per capita income of people. Because of slow growth in demand there

is slow growth in employment which means slow growth in demand in the near
future. Thus weak corporate earnings indicate average or not so good prospects for the
economy as a whole in the near term. In such a scenario the investors (both domes�c

as well as foreign) would vary to invest in the capital market and thus there is bear
market like situa�on. The opposite case of it would be robust corporate earnings and

its posi�ve impact on the capital market. The researcher has also added that the
macroeconomic numbers also influence the capital market. It includes Index of

Industrial Produc�on (IIP) which is released every month, annual Infla�on number
indicated by Wholesale Price Index (WPI) which is released every week, Export –
Import numbers which are declared every month, Core Industries growth rate (It

includes Six Core infrastructure industries – Coal, Crude oil, refining, power, cement
and finished steel) which comes out every month etc. This macro –economic indicators

indicate the state of the economy and the direc�on in which the economy is headed and
 therefore impacts the capital market in India.
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Ahuja Juhi (2012) in her research paper en�tled “Indian Capital Market: An
Overview with Its Growth” has examined that there has been a paradigm shi� in
Indian capital market. The applica�on of many reforms & developments in Indian

capital market has made the Indian capital market comparable with the interna�onal
capital markets. Now, the market features a developed regulatory mechanism and a
modern market infrastructure with growing market capitaliza�on, market liquidity,
and mobiliza�on of resources. The emergence of Private Corporate Debt market is
also a good innova�on replacing the banking mode of corporate finance. However,
the market has witnessed its worst �me with the recent global financial crisis that
originated from the US sub-prime mortgage market and spread over to the en�re

world as a contagion. The Capital Market in India delivered a sluggish performance.

Geetha et al (2012) in their research paper �tled “Capital Market in India: A
Sectorial Analysis” had made an a�empt to compare and contrast the risk return

characteris�cs of ten major industrial sectors which account for 88.74% of the
economy’s industrial produc�on. A compara�ve analysis is done on the annual

returns, total risk, systema�c risk, abnormal returns and correla�on of each sectoral
index. It was observed that the sectoral indices exhibited significant difference in their

risk return characteris�cs and they also followed business cycles of recession,
recovery and boom in their performance.

Indian economy has emerged as one of the most a�rac�ve des�na�ons for business
and investment opportuni�es due to huge manpower base, diversified natural

resources and diversified natural resources and strong macro-economic fundamentals.
Indian economy in the world market is explained in terms of sta�s�cal informa�on

provided by the various economic parameters. Such indicators include Gross
Domes�c Product (GDP), Gross Na�onal Product (GNP), Per Capita Income, Whole
sale Price Index (WPI), Consumer Price Index (CPI), etc. The economic indicators as
men�oned are recently enhanced with a new indicator – the capital market index,

which had for years proved to be a measure of the investor sen�ment in an economy.
It had been one of the leading indicators of economic performance in many countries

and India also views it with substan�al importance as an indicator of market sen�ment.
The stock market indexes thus prove to be efficient tools to measure the

performance of Indian capital market and hence present an overall idea of the
economy as a whole. In this paper an a�empt has been made for making an analysis
of the performance of major industrial sectors opera�ng in the stock market. While
concluding it have been stated the Indian Capital Market is highly diversified with

numerous industrial sectors opera�ng within it. The study provides an overview of the
risk return characteris�cs of ten major industrial sectors in the Indian market.

Investment decisions are generally made on the basis of performance of a stock and
the expecta�ons of the investor – capital gain, regular income, liquidity etc.; in

addi�on there are some other indicators that investors would a�ach importance are
return, risk and vola�lity.

Kumar Bharath & Sampath Sangu (2012) through their research paper en�tled
“Corporate Governance and Capital Markets: A Theore�cal Framework” has

outline a conceptual framework of the rela�onship between rela�onship between
corporate governance and two important determinants of capital market development

namely, a firm’s access to finance, and its financial performance. The framework
assumes that a firm’s corporate governance is simultaneously determined by a group
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of related governance components and other firm characteris�cs. In this study an
a�empt is made to know how organiza�ons are fair in corporate governance and
capital market. It was explained that firm-level corporate governance quality can

enhance both the firm’s ability to gain access to finance and its financial performance,
which eventually lead to capital market development.

Sandhya.C et al (2012) in their research ar�cle �tled “A study on Vola�lity Index
Indian Capital Market: An evalua�on of NSE” has examined and stated that If a

stock is more vola�le, it is also more risky also known as beta, risk, rela�ve vola�lity,
implied vola�lity. Vola�lity is a measure of dispersion around the mean or average

return of a security. It has been ascertained that NSE indices had more vola�lity in the
year 2007 and 2009; market was showing bullish trend and the stock market reached
the peak points. In the year 2008 market showed the down ward moment due to the
American mortgage crises it affected the other markets. In May 2006 due to foreign

ins�tu�onal investment caused for vola�lity in May, 2006. While inves�ng in the
stock market the investor should take into considera�on factors like the performance
of the market, policy change announcement, increasing and decreasing the interest
rates, regula�on of the government and encouragement of the priority sectors. All

these factors considerably affect the Capital Market and should be taken into account
in order to know about the economic condi�on of the na�on. Another remarkable

contribu�on in this field is through the research paper of Ansari Mohd
Shamim(2012) en�tled “Indian Capital Market Review: Issues, Dimensions and

Performance Analysis” in which the researcher has ascertained that the purpose of an
efficient capital market is to mobilize funds from those who have it and route each
them to those who can u�lize it in the best possible way. The researcher has also

analyzed that India’s financial market is mul�-facet but not balanced. Further it has
been stated that the Indian capital market in the recent year has undergone a lot of

innova�on in term regula�on and mode of opera�on.

The researcher while concluding has stated that India needs innova�ve financial
instrument in its domes�c capital market. Financial Innova�on must aim value

addi�on in exis�ng technologies, risk management prac�ces, credit system, process,
and products. As per the analysis of the researcher there is posi�ve correla�on

between finance and economic growth. Thus, economic development is rela�vely
impossible without quality innova�on in financial market. The researcher has also
added that the crea�on of a deep and robust debt capital mechanism is the key to

financing infrastructure companies by allowing them to raise long term debt. At last
the researcher has concluded with this fact that emerging economies like India have

an advantage of learning from the mistakes of others. Another prominent part comes
from Shaik Abdul Majeeb Pasha (2013) during his research paper “An

Evolu�onary Cri�cal approach on Indian Capital Market Developments”. In this
paper the researcher has examined various kinds of changes that have taken place in
Indian Capital Market before and a�er globaliza�on, liberaliza�on and priva�za�on
(GLP) era and wants to evaluate cri�cally capital market system as well as Securi�es

and Exchange Board of India (SEBI) role in India. In fact, it is observed that, on
almost all the opera�onal and systema�c risk management parameters, se�lement

system, disclosures, accoun�ng standards, the Indian Capital Market is at par with the
global standards with li�le bit loopholes. While concluding it has been briefly no�ced

that a percep�on is steadily growing about the Indian Capital Market, as a dynamic
market.
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CHAPTER:4
DATA	ANALYSIS
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DEFINITION:

Data analysis is a process of inspec�ng, cleansing, transforming, and modeling
data with the goal of discovering useful informa�on, informing conclusions, and
suppor�ng decision-making. Data analysis has mul�ple facets and approaches,
encompassing diverse techniques under a variety of names, while being used in
different business, science, and social science domains. In today's business, data
analysis is playing a role in making decisions more scien�fic and helping the business
achieve effec�ve opera�on.

Data collec�on is the process of gathering and measuring informa�on on targeted
variables in an established system, which then enables one to answer relevant
ques�ons and evaluate outcomes. Data collec�on is a component of research in all
fields of study including physical and social sciences, humani�es, and business. While
methods vary by discipline, the emphasis on ensuring accurate and honest collec�on
remains the same. The goal for all data collec�on is to capture quality evidence that
allows analysis to lead to the formula�on of convincing and credible answers to the
ques�ons that have been posed.
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Chart -1

Following Given Chart Shows How Many Age Group People Given Their Review On The Given Topic. 

❖ Individuals Who Comes Under The Age Group Of 20-25 They Are More Known About

Capital Market Reforms And Their Par�cipa�on Is Also As Compare To Any Other Group

❖ Individuals Who Comes Under The Age Group Of 26-31 They Are Less Aware About

Capital Market And Their Par�cipa�on
Is Also Less. . 
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Chart -2

Following chart shows that how many females and males par�cipated during the survey of the topic.

❖�Chat shows that par�cipa�on of female is 51.2% which is more than the male

par�cipa�on. 

❖�Only 48.8% male par�cipated during the survey. 
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Chart -3

Following chart shows the occupa�on status of the individuals who par�cipated during the survey.

70.7% of total par�cipa�on are working. 
Where as, 29.3% of total par�cipa�ons are the students. 
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Chart -4

Following chart shows the educa�on of par�cipa�on Graduate students are 30%. 

Undergraduate students are 57.7%. Post graduate people are 10%. 
HSC students are3.5%. 
Graduate student having more awareness about capital market reforms and stock market . 
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Chart -5

Following chart shows that how many people know about capital market.

82.9% of people know about capital market.
Whereas, 17.1% of people don't know about the subject.  
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Chart -6
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Chart -7

Following chart shows that where the most of the person desire to invest into stock, banks, and both.

❖  32.5% individuals want to invest into stock exchange 

❖  30% individuals want to invest into banks. 
❖  Whereas, 37.5%individuals desire to invest into stock exchange and banks . 
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Chart -8

Following chart shows that the capital market related discourse, pricing, or both.

❖  10% people said that capital market is related to disclosure. 

❖  50%people said that capital market is related to pricing. 

❖  40% people said that it related to both disclosure and pricing. 
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Chart -9

Following chart shows that market infrastructure on trade and informa�on.

❖  53.8% people they said yes. 

❖  2.3% people they said no. 

❖  43.6% people they not clarify with their view.  
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Chart -10

Following chart shows that how many par�cipa�on want regula�ons on brokers.

❖  60% people they said yes, their should be regula�on on broker. 

❖  22.5% people they said no. 

❖  17.5% people they not clarify with their view. 
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CHAPTER:5
SUGGESTION	&	CONCLUSION
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SUGGESTIONS:

The following few sugges�ons are likely to bring the retail investor back to the
market.

First of all, SEBI has to be reorganized completely with more powers, which
at present are with the Department of Company Affairs. Recruitments

should be made on merits having regard to the knowledge and experience
in the capital markets. Even when powers are given to them, they should

make use of it and ini�ate ac�on rather than be a passive regulator. In the
case of BPL, Videocon, Sterile scams which took place in 1998 the

inves�ga�ons were carried on for more than three years and have concluded
only recently. There are many instances of commi�ees/subcommi�ees
formed by SEBI to inves�gate ma�ers and the inves�ga�on goes on for 
years without yielding any results. Before the inves�ga�on reaches the

final stages, another scam gets unearthed and the en�re a�en�on is
diverted towards the new scam and the earlier scam loses its importance.

Hence there is a need for firm and faster inves�ga�ons. Further the ac�ons
taken/penal�es levied should act as a deterrent for the other persons.

There should be some sort of control over the issuers proposing to come
with an offer so also on the issue price front and not leaving it en�rely on

disclosure i.e. thereshould be some control over the pricing of issues which
can be removed in a phased manner. Even though this could tantamount to

going against the process of liberaliza�on it would in a long run help to
reac�vate the primary market and bring back the retail investor.

The present role of SEBI is restricted only to ensure whether adequate
disclosures are made in the offer document and they do not become a

party to the issue either by way of approving or ge�ng the offer document.
Further SEBI has made it mandatory for Issuer Company to men�on in the
prospectus in bold le�ers as separate clause known as "Disclaimer Clause".

Under this clause, SEBI conveys its inten�on clearly to the prospec�ve
investors that "SEBI does not take anyresponsibility about the financial

soundness of the project and that the submission of the offer document
should not in any way be deemed or construed that the same has been
cleared or approved by SEBI". 204 Investors look to SEBI as a Regulatory 

Authority who would take care of their interests. This type of bureaucra�c
style of func�oning should be done away with Another fear expressed by 
various quarters is allowing brokers to act as depositorypar�cipants. In all
the earlier scams, brokers have been involved in some way or the other. 

In the recent scam too, it has been revealed that few brokers have misused
the money received from their clients for their own benefit. It would not
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The banking system needs to be �ghtened since in many scams the
scamsters could defraud the bankers only by finding a loop hole in the

system with the connivance of the officials. The Central Bank should �ghten
its surveillance system and monitor all the ac�vi�es on a con�nuous basis.

The legal system should be cleaned up and jus�ce delivery system
expedited. The exis�ng judiciary system indirectly encourages scamsters/
defaulters to defraud as they are confident that it would take years before
any judgment is passed and by that �me another scam would have come

to light.
.

be a surprise that another scam in future may involve where Broker also
ac�ng as a Depository Par�cipant misuses his client shares maintained

with him from ulterior benefit. There should be rigorous control over the
Broker Depository Par�cipant to avoid any such scam in the future
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CONCLUSION:

A�er making in depth study the researcher comes to conclusion in India,
Capital market is playing its important role in the development of Indian

economy. Indian capital market suffered bruises in the last part of the
nine�es owing to the manipula�ve trade prac�ces of unscrupulous brokers
and other par�cipants; it has been witnessing fine �mes in the recent past,

thanks to many favorable condi�ons contribu�ng to it. With the kind and the
quality of human skills possessed by India’s financial Industry, it is quite

impera�ve that there is need to provide sound capital founda�on for the
stock market. However, it is important to note that the stock trading is 

not a panacea for all that ails the Indian stock market if the recent experience
of some of corporate and banks abroad is of any indica�on. It is to be

noted withhappiness that Government of India has successfully introduced
the deriva�ve trading in the stock exchanges.

Reforms in Capital Market of India The major reforms undertaken in

capital market of India includes:- Narasimham Commi�ee: It is a high
level of commi�ee on the financial system with Shri. M. Narasimham

as the chairman was set up in 1991. TheNarasimham commi�ee need for
strengthening the SEBI powers , ves�ng of CCI powers in the SEBI and

freeing of opera�ons in the capital market with the SEBI asthe supervisory 
and regulatory authority.
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A P P E N D I X : 

CAPITAL MARKET REFORMS 

 a) Female 
 b) Male 
 
 
Q1. Name: ------------------------ --. 

Q2. Age: --------------------------- --. 

Q3. Gender: ----------------------- --. 

Q4. Occupa�on ----------------- --. 
 a) Student 
 b) Working 

Q5. Your Educa�on ------------ --. 
 a) Graduate 
 b) Undergraduate 
 c) Post graduate 
 d) HSC 

Q6. Do you know about capital? 
 a) Yes 
 b) No 

Q7. Does India has a na�on of wide integrated market? 
 a) Yes 
 b) No 
 c) May be 
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 a) Stock market 
 b) Banks 
 c) Both 
 
 
Q8. Where do you prefer to invest? 

Q9. Capital market reforms should be related to? 
 a) Disclosure 
 b) Pricing 
 c) Both 

Q10. Does market infrastructure Is one of the perquis�c for the
flow of informa�on and trade?. 
 a) Yes 
 b) No 
 c) May be 

Q11. Should there be any kind of regula�ons on broker? 
 a) Yes 
 b) No 
 c) May be 

Q12. Any sugges�on. 
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