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• Financial markets

• Classification of Financial Markets

• Financial System and Economic Development

• Weakness of Indian Financial System

MODULE I – FINANCIAL ASSETS

• Financial Assets – Tangible and Intangible Assets

• Properties of Financial assets

• Debt Vs Equity





DEBT INSTRUMENTS

• Debt instruments are assets that require a fixed

payment to the holder, usually with interest rate.

• Examples of debt instruments include

bonds/debenture.

• The debt market is the market where debt

instruments are traded (that is, buying and selling

of these instruments).



Debt is borrowing money from someone

and offering him interest rate and

guarantee to repay the principal after a

particular date.



• Equity/Stocks are securities that are a claim on the earnings and assets

of a corporation.

• An example of an equity instrument would be common stock shares,

such as those traded on the Bombay Stock Exchange or New York Stock

Exchange.

• The equity market (often referred to as the stock market) is the market

for trading equity instruments.

• Interestingly, equity is actually taking money from someone and offering

him part of ownership of the company.

Equity



Debt Equity

Debt/bonds instruments are only represent a

financial interest in a company.

Equity investments represent an ownership

interest in a company

Investments in debt securities typically

involve less risk.

Investments in equity instruments involve

high risk.

Lower potential return on investment. Higher potential return on investment.

Debt investments are less volatile

investments.

Stock markets have the potential to be

volatile and experience dramatic

fluctuations in share values.

Differences between Debt and Equity



Debt Equity

Bond/equity holders do not gain ownership in

the business or have any claims to the future

profits of the borrower. The borrower’s only

obligation is to repay the loan with interest.

Equity holders have claims on the future

earnings of the firm. Those who purchase

equity instruments (stocks) gain ownership of

the business whose shares they hold.

There is no voting rights to debt holders Equity holders gain the right to vote on the

issues important to the firm.

During the time of crisis or troubles in the

company, the bondholders are paid first,

before other expenses are paid.

Shareholders are less likely to receive any compensation

in this scenario.

Differences between Debt and Equity



Are there any differences between debt and equity?
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