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FINANCIAL SYSTEM

 It played a strategic role in the socio-economic
development of the nation.

 A sound and healthy financial system is the sign of the 
development of the country. 

 It comprises with four major components: 

1) financial institutions

2) financial market 

3) financial instruments  

4) financial services



Financial System – Heart of an economy - why…???

 The prudent banking operations assist a nation to 
attain the optimum utilization of the financial 
resources of the country. 
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Financial Intermediaries…???

 Bank as a financial intermediary between the people
and the economy…

 Companies can raise money directly from the public 
through issuance of shares and bonds – in the capital 
market                      disintermediation





Model questions…???

 1. A rise in sensex means

 A) A rise in prices of shares of all companies registered 
with Bombay Stock Exchange

 B) A rise in prices of shares of all companies registered 
with National Stock Exchange

 C) An overall rise in prices of share of group companies 
registered with Bombay Stock Exchange

 D) A rise in prices of shares of all companies belonging 
to a group of companies registered with Bombay Stock 
Exchange



Model questions…???

2. Consider the following statements:

1. Sensex is based on the 50 of the most important stocks 
available in the Bombay Stock Exchange

2. For caluculating the Sensex, all the Sensex stocks are 
assigned proportional weightage

3. New York Stock Exchange is the oldest stock exchange 
in the world

Which of the above statements above given is/are correct?

a) 2 only b) 1 and 3

c) 2 and 3 d) None



Money Market…????

 It is markets for short-term financial assets have a 
maturity period of less than one year.

 In the money market, borrowers and lenders of 
money and near money assets are joined together. 

It provides a venue for procuring additional funds required for
meeting day to day requirements and to park surplus funds for
short periods.



Capital Market

 It is the media through which small savings of the
society are being channeled into avenues of productive
investment.

 Generally, securities having a maturity period
exceeding one year are dealt with in the capital
market.

It is the market for long term lending and borrowing



Money Market Capital Market

1.It is a market for short term

instruments having a maturity period of

less than one year

1.It is a market for medium and long

term instruments having a maturity

period of more than one year

2.It helps to meet working capital needs 2.It helps in meeting fixed capital needs

3.The instrument dealt with are bill of

exchange, treasury bills, certificate of

deposits, commercial papers etc

3.The instrument dealt with are equity

shares, preference shares, debenture,

bonds etc.

4. It is a wholesale market. The

instruments have large face value.

4. It is a retail market. The instruments

have large small face value.



Major differences….

Money Market Capital Market

5. The central bank, commercial

banks and other financial

institution take part in the

market.

5. Stock exchange, merchant

bankers, issue houses, and many

financial intermediaries take

part in the market.
6. Money market instrument do

not have an active secondary

market.

6. Capital market instrument

have both primary and

secondary market.



UPSC - 2013

 4. Consider the following liquid assets:

1. Demand deposits with the banks

2. Time deposits with the banks

3. Savings deposits with the banks

4. Currency

The correct sequence of these decreasing order of Liquidity is

 a) 1-4-3-2

 b) 4-3-2-1

 c) 2-3-1-4

 d) 4-1-3-2



Answer….

 4. Consider the following liquid assets:

 Demand deposits with the banks

 Time deposits with the banks

 Savings deposits with the banks

 Currency

 The correct sequence of these decreasing order of Liquidity 
is

 1-4-3-2

 4-3-2-1

 2-3-1-4

 4-1-3-2



The Components / Sub-Markets / Sectors of Money Market 

I - Call Money Market

 Call money market refers to the market for very short 
period; say One day to fourteen days. 

 Banks with ‘surplus funds’ lend to others banks 
with ‘deficit funds’ in the call money market. 

 Commercial banks can quickly borrow from the call 
market to meet their statutory liquidity requirements.

 There is no demand of collateral securities against call 
money. 

 They possess high liquidity



Call Money Market…

 It is used for inter-bank transactions. 

 The money that is lent for one day in this market is
known as “call money”

 If it exceeds one day, is referred to as “notice money.”



II - Bankers Acceptance Market

 The acceptance market refers to the market where
short-term genuine trade bills are accepted by
financial intermediaries.

 All trade bills cannot be discounted easily because the 
parties to the bills may not be financially sound.



III - Commercial Bill Market / Bills of Exchange Market

 Sale and purchase of short-term trade bills take place 
under this sector of money market. 

 Trade bills are largely used in internal as well as
external trade.

 When the holder of a bill requires money, there will be 
banks and other institutions prepared to discount the 
bill and advance money. 

 Central Banks of various countries facilitate the re-
discounting of bills once discounted by commercial
banks.



IV - Treasury Bill Market

 Treasury bill is an instrument issued by government to 
raise short-term loans from the public. 

 It is a sub market where sale and purchase of Treasury 
bill take place. 

 The treasury bills are the promissory notes
of the government to pay a specified sum after a
specified period to the holder.

 These are sold by the central bank on behalf of
government.



T- Bills….

 Government of India presently issued in three tenors, 
namely: 

 91-day

 182-day 

 364-day 

 Treasury bills are zero coupon securities and pay no
interest.

 They are issued at a discount and redeemed at the face 
value at maturity.



Types of T- Bills….

 Ordinary Treasury Bills are issued to the public and
other financial institutions by a process of auction or
bidding. The objective is to meet the short-term
financial needs of the government. Ordinary Treasury
bill can be rediscounted with RBI.

 Ad hoc Treasury Bill: They are always issued in favour 
of RBI only. Generally, these are purchased by RBI to 
meet the financial requirements of the government. 

The objective behind the issue of these bills is to replenish the
depleted cash reserves of the government.



Do You Know Cash Management Bills (CMBs)? 

 CMBs are short term bills issued by the RBI on behalf 
of the government to meet its immediate cash needs.   

 CMBs are short-term money market instruments that
help the government to meet its temporary cash flow
mismatches.

 CMBs have a maturity of less than 90 days. 

 CMBs are eligible as SLR securities. 

 CMBs are issued first on May 12, 2010. 



CMBs & T-Bills….

 CMBs are different from Treasury bills in the sense

that CMBs are issued for less than 90 days whereas

treasury bills are issued for more than 90 days (91 days,

182 days and 364-day treasury bills).



WMA…???

 Another similar method for the government to get
short term money is Ways and Means Advances
(WMA).

 Under WMA, the RBI gives temporary loan facilities to
the centre and state governments as a banker to
government for up to 90 days.



V - Commercial Paper Market

 Commercial paper is a money market instrument issued by 
well known companies to raise short term funds from the 
money market. 

 Commercial paper is an unsecured promissory note
issued by rich and reputed companies for periods
ranging between three months to six months.

 This is a negotiable instrument. 

 The company issuing commercial paper sells in the money 
market for a price less than its face value. 

 On maturity, the holder gets full value of the commercial 
paper.



VI - Market for Certificate of Deposit

 CDs are short term deposit instruments issued by
banks and financial institutions to raise large sum of
money; for a minimum period of three months and
maximum period of one year.

 Technically, deposit certificate represents bank
deposit account which is freely transferable from
person to person. Banks sell these deposit certificates
at a discount.

 On maturity, the holder of deposit certificate receives 
its face value from the bank. 

 For the holder of this certificate is good as a bank
deposit.



CAPITAL MARKET

 Companies raising money for the first time by the

issuance of shares are known as initial public
offering (IPO)

 Those coming out subsequently again are known as

follow on public offer (FPO)



http://lh4.ggpht.com/_iFIztPmvqg8/TJsbMDIwG8I/AAAAAAAADeU/oP5_RXGCzJs/Organizational-Structure-Indian-Capital-Market.jpg


CAPITAL MARKET INSTRUMENTS

 CAPITAL MARKET INSTRUMENTS

Ownership Creditorship

Shares / Stocks  Debenture / Bond



CAPITAL MARKET INSTRUMENTS
 Equity Shares

 Equity shares, generally, form a large part of the total 
shares issued by a company. 

 Not enjoy any preferential rights. 

 Generally, the rate of discount is not fixed on equity
shares. It may vary from year to year depending upon
the profits of the company.



Equity Shares

 If the company is successful and the level of profits is 
high, equity shareholder enjoys very high return.

 They have the right of control over the
management of the company.

 These shares are also known as ordinary shares or 
risk shares.  



Deferred Shares….

 These shares were earlier issued to Promoters or
Founders for services rendered to the company.

 These shares were known as Founders Shares
because they were normally issued to founders. 



Preference Shares

 The preference shares are so called because the
holders of such shares have preferential rights over
equity shareholders.

 The amount raised by issue of preference shares is
called preference share capital.

 The preferential rights are: 

 The right to get dividend at a fixed rate when 
it is declared by company, and

 The right to claim repayment of capital in 
the event of winding up of the company.



Rights shares

 Rights shares are a proportionate number of shares
available to all the existing shareholders of the
company, which can be bought at a given price (usually
at a discount to current market price) for a fixed period
of time.



Bonus Shares

 Bonus shares means new shares given free of cost to 
all the existing shareholders of the company, in 
proportion to their holdings. 



Golden Share

 It is a share with special voting rights that give it
peculiar power vis-a-vis other share.

 The term applies particularly to share retained by a 
government after privatisation.   

 If a government wishes to sell off a company in a
sensitive industry (defence, say) and yet retain control,
it can hold on to a golden share.

 This might give it the right to veto any takeover bid.



Sweat equity…???

 The term ‘sweat equity’ means equity shares issued by
a company to its employees or directors at a discount
or for consideration other than cash for know-how or
making available rights in the nature of intellectual
property rights (say, patents or copyright) or value
additions.

 The idea behind the issue of sweat equity is that an
employee or director works best when he has ‘sense of
belongingness’ and is simply rewarded.



Blue-Chip Shares

 A blue-chip stock is the stock of a large, well-
established and financially sound company that has
operated for many years.

 A blue-chip stock typically has a market
capitalization in the billions, is generally the market
leader or among the top three companies in its sector.



Market Capitalization…???

 It is the number of shares of a company multiplied by 
their share price at the stock market.

 Wealth is the number of shares held by a person 
multiplied by the share prices at the stock market.

 Recently, SEBI has introduced the concept of ‘free-
float market capitalization’ – it is the number of shares 
of the company available for trading at the stock 
market. This excludes the shares of the promoters of a 
company.



Debentures
 A debenture is a document or certificate issued by 

a company under its seal to acknowledge its debt. 

 Those who invest money in debenture are called 
debenture holders. 

 They are the creditors of company. Debentures are,
therefore, called ‘creditor ship securities’.

 Debentures are never asset-backed (they are not 
secured by any collateral) and are only backed by 
the credit of the issuer. 



Basis for Comparison BONDS DEBENTURES

Meaning A bond is a financial

instrument showing the

indebtedness of the issuing

body towards its holders.

A debt instrument used to 

raise long term finance is 

known as Debentures.

Collateral Bonds are generally secured 

by collateral.

Debentures may be secured 

or unsecured.
Interest Rate Low High
Issued by Government Agencies, 

financial institutions, 

corporations, etc.

Companies

Payment Accrued Periodical
Owners Bondholders Debenture holders
Risk factor Low High
Priority in repayment at the 

time of liquidation

First Second



Financial Deepening & Financial Broadening..?

 Financial deepening means increasing financial assets 
as a percentage of GDP

 Financial broadening means building an increasing 
number and variety of participants and instruments.

 The increasing trends of financial deepening and
financial broadening are the sign of the development
of the financial system in the country.



Regulators…..
 Leader of the money market - RBI

 Nucleus of money market - Commercial banks

 Leader of the capital market - SEBI

 Nucleus of capital market - Share market

 Apex bank in the Industrial banks - IDBI

 Apex bank in the Agricultural banks - NABARD

 Apex bank in the Small Scale Industries- SIDBI

 Housing sector banks - leader - NHB

 Export and import sector - EXIM Bank

 Insurance Sector - IRDA

 Pension Sector - PFRDA



Junk Bonds

 A Junk Bonds, also known as a “high-yield bond” or 
“speculative bond”, is a bond rated "BB" or lower 
because of its high default risk. 

 Junk bonds typically offer interest rates three to four 
percentage points higher than safer government 
issues.



Angel Bonds

 Angel Bonds are investment-grade bonds that pay a 
lower interest rate because of the issuing company's 
high credit rating. 

 Angel bonds are the opposite of fallen angels, which 
are bonds that have been given a "junk" rating and are 
therefore much more risky.



Gilt - Edged market

 Gilt - Edged market refers to the market for
government and semi-government securities, which
carry fixed rates of interest.

 RBI plays an important role in this market.



Government Security (G-Sec)

 A Government Security (G-Sec) is a tradeable
instrument issued by the Central Government or the
State Governments. It acknowledges the Government’s
debt obligation.

 Such securities are short term (usually called treasury 
bills, with original maturities of less than one year) or 
long term (usually called Government bonds or dated 
securities with original maturity of one year or more). 



Government Security (G-Sec)

 In India, the Central Government issues both, treasury 
bills and bonds or dated securities while the State 
Governments issue only bonds or dated securities, 
which are called the State Development Loans (SDLs).  

 SDLs issued by the State Governments also qualify for 
SLR. 

 G-Secs are issued through auctions conducted by RBI. 

 Auctions are conducted on the electronic platform 
called the E-Kuber, the Core Banking Solution (CBS) 
platform of RBI. 



EURO ISSUES  

 Euro issue is a name given to sources of finance or capital
available to raise money outside the home country in
foreign currency.

 The most commonly used sources of funds that fall under 
Euro issues are: 

 American Depository Receipts (ADR)

 Global Depository Receipts (GDR)

 Foreign Currency Convertible Bonds 
(FCCB)



Remarks on ADR & GDR

 To enable companies to access global markets, 
companies can issue shares, but instead of selling in 
the overseas market directly, can offload the shares to 
an international depository. 

 These receipts are akin to a share, have similar features 
but are not shares as it does not confer voting rights to 
the holder of these receipts.

 They can be listed and traded at the global stock 
markets just like the shares

 Such receipts are issued in the US is known as ADRs 
and elsewhere as GDRs. 



Masala bonds…???
 Masala bonds are bonds issued outside India but 

denominated in Indian Rupees, rather than the local 
currency. 

 Unlike dollar bonds, where the borrower takes the 
currency risk, masala bond makes the investors bear 
the risk. 

 The first Masala bond was issued by the World Bank 
backed International Finance Corporation in 
November 2014 when it raised 1,000 crore bond to fund 
infrastructure projects in India. 



Masala bonds…???
 Later in August 2015 IFC for the first time issued green 

masala bonds and raised Rupees 3.15 Billion to be used for 
private sector investments that address climate change in 
India.

 In July 2016 HDFC raised 3,000 crore rupees from Masala
bonds and thereby became the first Indian company to 
issue masala bonds.

 In the month of August 2016 public sector unit NTPC 
issued first corporate green masala bonds worth 2,000 
crore rupees.



UPSC - 2016
 With reference to `IFC Masala Bonds’, sometimes seen 

in the news, which of the statements given below 
is/are correct?
1. The International Finance Corporation, which offers 
these bonds, is an arm of the World Bank.
2. They are the rupee-denominated bonds and are a source 
of debt financing for the public and private sector.

 Select the correct answer using the code given below.
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2



Answer…

 With reference to `IFC Masala Bonds’, sometimes seen 
in the news, which of the statements given below 
is/are correct?
1. The International Finance Corporation, which offers 
these bonds, is an arm of the World Bank.
2. They are the rupee-denominated bonds and are a source 
of debt financing for the public and private sector.
Select the correct answer using the code given below.
(a) 1 only
(h) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2



Foreign Currency Convertible Bonds

 FCCBs are very similar to bonds in nature and can be 
converted into an equity stock by the bond holder at a 
later date at a pre agreed price. 

 These, like ADR and GDR, are issued by Indian 
companies outside home country in foreign currency. 

 These enjoy higher preference as they are issued as 
bonds, but at the same time, do not dilute the holding 
on an immediate basis and can help companies to raise 
money at cheaper rate of interest. 

 The FCCBs issued by companies also have to be done 
within the set of guidelines permitted by the 
government of India.



Relationship between yield and price of a bond???

 If interest rates or market yields rise, the price of a 
bond falls. 

 Conversely, if interest rates or market yields decline, 
the price of the bond rises. 

 In other words, the yield of a bond is inversely related 
to its price. 

 The market rate of interest and the bond yield are 
positively related.



PRIMARY MARKET/ NIM

 The term “market” refers to the place where investors 
buy and sell securities, including stocks, bonds and 
additional financial instruments. 

 The financial market is a world where new securities
are issued to the public regularly.

 Stocks available for the first time are offered 
through new issue market.

 Issuer may be a new company or an existing company.

 The primary market is the part of the capital market 
that deals with issuing of new securities.



SECONDARY MARKET / STOCK EXCHANGES

 Secondary market is a market for old issues. 

 It deals with the buying and selling existing securities, 
that is, securities already issued. 

 In other words, securities already issued in the primary 
market are traded in the secondary market. 

 Secondary market is also known as Stock Market / 
After Market.   

 The secondary market operates through ‘stock 
exchanges’.



Primary Market  V/S  Secondary Market

Primary Market Secondary Market

It deals with new securities It deals with existing
securities

Securities are sold only once It provide regular and
continuous market

It links the issuing company
and investors

Transaction are made
between investors

Investors can only purchase
securities

Investors can purchase and
sell securities from stock
exchange

It provides capital to the
companies

Issuing company does not
have any direct role



Primary Market  V/S  Secondary Market

Primary Market Secondary Market

It does not have any
physical existence

Stock exchange have
physical existence

Creating long-term
instruments for borrowing

Providing liquidity through
marketability of those
instruments.

Stock price movement in
secondary market
influences pricing of new
issues.

Both macro and micro
factors influence the stock
price movements.



LISTING OF SECURITIES

 listing of securities means permission to quote shares 
and debentures officially on the trading floor of the 
stock exchange. 

 Listing of securities refers to the sanction of the 
right to trade the securities on the stock 
exchange.



Types of Members in a Stock Exchange

 Jobbers 

 They are dealers in securities in a stock exchange. They 
cannot deal on behalf of public. 

 They purchase and sell securities on their own names. 

 Their main job is to earn profit due to price variations.



Types of Speculators

 Bull

 A bull or Tejiwala is a speculator who buys shares in 
expectation of selling them at higher prices in future. 

 He believes that current prices are lower and will rise 
in the future.

 Bear

 A bear or Mandiwala is a speculator who sells 
securities with the intention to buy at a later date at a 
lower price. 

 He expects a fall in price in future.



Bull and Bear…???

 When stock prices are going up it is seen as a good for 
an economy or Bullish

 When stock prices are going down, it is known as 
negative sentiments in the economy - Bearish



Model question….

 In the parlance of financial investments, the term 
‘bear’ denotes:

 A) An investor who feels that the price of a particular 
security is going to fall

 B) An investor who expects the price of a particular 
shares to rise

 C) A share holder or bond holder who has an interest 
in a company, financial or otherwise

 D) Any lender whether by making a loan or buying a 
bond



Answer….

 In the parlance of financial investments, the term 
‘bear’ denotes:

 A) An investor who feels that the price of a particular 
security is going to fall

 B) An investor who expects the price of a particular 
shares to rise

 C) A share holder or bond holder who has an interest 
in a company, financial or otherwise

 D) Any lender whether by making a loan or buying a 
bond



Lame duck

 A lame duck is a bear speculator. 

 He finds it difficult to meet his commitments and 
struggles like a lame duck. 

 This happens because of the non-availability of
securities in the market which he has agreed to sell
and at the same time the other party is not willing to
postpone the transaction.



Stag

 Stag is a member who neither buys nor sells securities. 

 He applies for shares in the  new issue market. 

 He expects that the price of shares will soon increase 
and the shares can be sold for a premium.



Wolf 

 Wolf is a broker who is fast speculator. 

 He is very quick to perceive changes in the market 
trends and trade fast and make fast profit.



Ponzi scheme

 It is a fraudulent investment operation where the
operator, an individual or organization, pays returns to
its investors from new capital paid to the operators by
new investors, rather than from profit earned by the
operator.

 Operators of Ponzi schemes usually entice new 
investors by offering higher returns than other 
investments, in the form of short-term returns that are 
either abnormally high or unusually consistent. 



INDEX STOCK MARKET COUNTRY

Sensex Bombay Stock Exchange India

Nifty National Stock Exchange India

MCX – SX MCX Stock Exchange India

S & P / ASX20 Australian Securities Exchange Australia

Bovespa Index Sao Paulo Stock Exchange Brazil

SSE Composite Index Shanghai Stock Exchange China

Nikkei Tokyo Stock Exchange Japan

MICEX Moscow Stock Exchange Russia

KOSDAQ South Korea Stock Exchange South Korea

FTSE 100 London Stock Exchange UK

Dow Jones New York Stock Exchange USA

NASDAQ NASDAQ Stock Market USA

DAX Frankfurt Stock Exchange Germany

CAC 40 French Stock Market France

OMXC 20 KFX Copenhagen Stock Exchange Denmark



MAJOR STOCK EXCHANGES IN INDIA

 At present there are 24 recognised stock exchanges
in India, 21 of them being regional stock exchanges. 

 Three others that have been set up in the reforms era; 
namely: NSE, OTCEI and Interconnected Stock 
Exchange of India Limited (ISE – 1998 - Mumbai)
have mandate to nationwide trading network. 

 ISE – it is a stock exchange of stock exchanges…

 The ISE has been promoted by 15 regional stock 
exchanges in the country and is based at Mumbai. 



Bombay Stock Exchange (BSE)

 BSE is the leading and the oldest stock exchange in 
India as well as in Asia. 

 BSE was established in 1875 as “The Native Share and 
Stock Brokers Association”.

 It is the oldest one in Asia, even older than the Tokyo 
Stock Exchange, which was established in 1878.

 It is the first Stock Exchange in the Country to have 
obtained permanent recognition in 1956 from the 
Government of India under the Securities Contracts 
(Regulation) Act, 1956. 



National Stock Exchange (NSE)

 NSE was set up by leading institutions to provide a 
modern, fully automated screen-based trading 
system with national reach. 

 The Exchange has brought about unparalleled 
transparency, speed & efficiency, safety and 
market integrity.

 November 1992



Over The Counter Exchange of India (OTCEI)

 The OTCEI was incorporated in October, 1990 as a 
Company under the Companies Act 1956. 

 It became fully operational in 1992 with opening of a 
counter at Mumbai. 

 It is recognised by the Government of India as a 
recognised stock exchange under the Securities 
Control and Regulation Act 1956.  

 It was promoted jointly by the financial institutions 
like UTI, ICICI, IDBI, LIC, GIC, SBI, IFCI, etc.



Why OTCEI…????

 To promote a market for smaller companies that 

could not fulfil the requirements for listing in 

large stock exchange. 



SECURITIES AND EXCHANGE BOARD OF INDIA (SEBI)

 SEBI is the regulatory and developmental agency of 
Indian capital market. 

 It was established on 12th April, 1988 as per the 
recommendation of the G.S. Patel committee. 

 In 1992, it was made a statutory body through an 
Act. 

 The Act conferred SEBI comprehensive powers and 
supervise all aspects of capital market operations. 

 The present chairman of SEBI is  Ajay tyagi – replaced 
U.K. Sinha



STOCK INDICES (INDEXES)

 A stock market index is defined as a statistical

indicator that provides a representation of the

value of the securities constituted by it.



Index Country

SPX USA
DAX Germany
UKX England
NKY Japan
HIS Hong Kong

IBOV Brazil
KOSPI Korea
FSSTI Singapore

SHCOMP China
CAC France

SENSEX India
NIFTY India



Major Indices Operated in India

BSE Sensex

S&P CNX Nifty

S&P CNX 500

BSE 500

BSE 100

BSE 200/Dollex

BSE IT

BSE CG

BSE FMCG

S&P CNX Defty



BSE SENSEX

 The ‘BSE Sensex’ is value-weighted index composed of 
30 stocks and was started in January 1, 1986. 

 The base period of BSE–SENSEX is 1978-79 and the 
base value is 100 points.  

 The Sensex is regarded as the pulse of the
domestic stock markets in India.

 It consists of the 30 largest and most actively traded 
stocks, representative of various sectors, on the 
Bombay Stock Exchange. 



Dollex-30

 It is the BSE’s Sensex Index quoted in U.S. Dollars. 

 BSE SENSEX is also called BSE-30. 

 The BSE introduced Dollex-30 on July 25, 2001. 

 Dollex indices take into account currency
fluctuations to show Indian growth in Dollar
terms.



Model questions….

 1. A rise in sensex means

 A) A rise in prices of shares of all companies registered 
with Bombay Stock Exchange

 B) A rise in prices of shares of all companies registered 
with National Stock Exchange

 C) An overall rise in prices of share of group companies 
registered with Bombay Stock Exchange

 D) A rise in prices of shares of all companies belonging 
to a group of companies registered with Bombay Stock 
Exchange



Answer…

 1. A rise in sensex means

 A) A rise in prices of shares of all companies registered 
with Bombay Stock Exchange

 B) A rise in prices of shares of all companies registered 
with National Stock Exchange

 C) An overall rise in prices of share of group companies 
registered with Bombay Stock Exchange

 D) A rise in prices of shares of all companies belonging 
to a group of companies registered with Bombay Stock 
Exchange



Model questions….

Consider the following statements:

1. Sensex is based on the 50 of the most important 
stocks available in the Bombay Stock Exchange

2. for caluculating the Sensex, all the Sensex stocks 
are assigned proportional weightage

3.New York Stock Exchange is the oldest stock 
exchange in the world

Which of the above statements above given is/are 
correct?

a) 2 only b) 1 and 3

c) 2 and 3 d) None



Answer….

Consider the following statements:

1. Sensex is based on the 50 of the most important 
stocks available in the Bombay Stock Exchange

2. for caluculating the Sensex, all the Sensex stocks 
are assigned proportional weightage

3.New York Stock Exchange is the oldest stock 
exchange in the world

Which of the above statements above given is/are 
correct?

a) 2 only b) 1 and 3

c) 2 and 3 d) None



S&P CNX NIFTY

 The Standard & Poor's CRISIL NSE Index 50 or S&P 
CNX Nifty nicknamed Nifty 50 or simply Nifty (NSE or 
NSEI), 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 23 sectors of the economy.

 NIFTY JUNIOR – which is next fifty companies in
terms of volume of trade and those which have the
potential to become a part of Nifty in future.



NASDAQ

 The NASDAQ Stock Market commonly known as 
the NASDAQ (currently stylized as Nasdaq), is an 
American stock exchange (formed in February 4, 1971 
and HQ at New York). 

 It is the second largest exchange in the world by 
market capitalization, behind only the New York Stock 
Exchange.

 Acronym for the National Association of Security 
Dealers Automated Quotations



DOW JONES

 The Dow Jones Industrial Average (DJIA) is a price-
weighted average of 30 significant stocks traded on 
the New York Stock Exchange and the Nasdaq. 

 The DJIA was invented by Charles Dow back in 1896. 

 Often referred to as "the Dow," the DJIA is one of the
oldest and single most watched index in the
world.



FTSE

 The Financial Times Stock Exchange 100 Index,

also called the FTSE 100 Index, FTSE 100, FTSE, or,

informally, the “Footsie”, is a share index of the 100

companies listed on the London Stock Exchange



Nikkei

 The Nikkei 225 more commonly called the Nikkei,

the Nikkei index, or the Nikkei Stock Average, is a

stock market index for the Tokyo Stock Exchange

(TSE), Japan.



Global Credit Rating Agencies 

 Credit rating is a highly concentrated industry, with
the “Big Three” credit rating agencies controlling
approximately 95% of the ratings business.

 S&P (1941): Standard and Poor’s - now the largest of 
the “big three” rating agencies. 

 Moody’s (1909): Presently, Moody’s is the second 
largest of the “big three” firms.  

 Fitch (1913): Fitch is now the smallest of the “big three” 
firms.



Moody’s upgraded India’s Credit Rating 

 India’s sovereign rating has been upgraded from Baa3
with a positive outlook to Baa2 with a stable outlook by
Global rating agency Moody’s Investors Services for
the first time in 14 years.

 Fitch had kept India’s sovereign rating unchanged at
‘BBB-’, the lowest investment grade with stable outlook
– Announced in May 2017.

 Standard & Poor Global Ratings retained its BBB-
rating for India’s sovereign with a ‘stable’ outlook.



Credit Rating Agencies of India 

 Indian credit rating industry mainly comprises of 
CRISIL, ICRA, CARE, ONICRA, FITCH & SMERA. 

 CRISIL is the largest credit rating agency in India, with
a market share of greater than 60%. Credit Rating
Information Services of India Limited is the largest
credit rating agency in India. It was established in
1987.

 SMERA (September, 2005) is the rating agency
exclusively established for rating of SMEs.




