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Stock Exchange

Origins and Etymology

Introduction

Stock exchanges and organized market provide a place for the
investors to buy and sell securities freely. The market offers
perfectly competitive conditions where a large number of
sellers and buyers participate. Further, stock exchanges provide
an auction market in which members of the exchange
participate to ensure continuity of price and liquidity to
investors.
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7.01 Stock Exchange - Origin
Origin

Amsterdam Stock Exchange is considered as the oldest stock
exchange in the world. It was established in the year 1602 by
Dutch East India company called VerenigdeOost-
IndischeCompaghnie called VOC’. It was later rechristended as
“Amsterdam Bourse”.The first stock exchange in India
was“The Native Shares and Stock Brokers Association”. It
was recognized by Government of India on Aug 31, 1957
under Securities Contract (Regulation) Act, 1956. It became
The Bombay Stock Exchange subsequently.
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< Stock Exchange is an organized market for the purchase and
sale of industrial and financial security. It is a convenient place
where trading in securities is conducted in a systematic manner
i.e. as per certain rules and regulations. It performs various
functions and offers useful services to investors and borrowing
companies. Stock exchange is an organized market for buying
and selling corporate and other securities.

<*London stock exchange (LSE) is the most popular stock
exchange in the world. While Bombay stock exchange (BSE)
is the oldest stock exchange in India. Similar Stock exchanges
exist and operate in other parts of the world. (Tokyo Stock
Exchange, Bankgaco Stock Exchange, Singapore Stock Exchange,
Dubai Stock Exchange, Newyork Stock Exchange)
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Definition

According to Hastings, "Stock exchange or
securities market comprises all the places where
buyers and sellers of stocks and bonds or their
representatives undertake transactions involving the
sale of securities.”

According to Husband and Dockerary, "Stock
exchanges are privately organized markets which are
used to facilitate trading in securities."

The Indian Securities Contracts (Regulation)
Act of 1956, defines Stock Exchange as,"An
association, organization or body of individuals,
whether incorporated or not, established for the
purpose of assisting, regulating and controlling
business in buying, selling and dealing in securities."
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7.02 Functions of Stock

L. Exchange:

. Ready and Continuous Market

Stock Exchange s, in fact,a market for existing securities.
If an investor wants to sell his securities, he can easily
and quickly dispose them off on a stock exchange.
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2. Correct Evaluation of
Securities

The prices at which securities are bought and sold
are recorded and made public.These prices are called
“market quotations”. One can easily evaluate the
worth of one’s securities on the basis of these
quotations.The lender can easily assess the worth of

security offered for loan. ﬁ N
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3. Protection to Investors

All dealings in a stock exchange are in accordance
with well-defined rules and regulations. For example,
brokers cannot charge higher rate of commission for
their services. Any malpractice will be severely
punished.Thus stock exchange provides reasonable
measure of safety and fair dealing in buying and selling
of securities.
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4. Proper channelization of
Capital

People like to invest in the shares of such companies
which yield good profits. The savings of individuals are
directed towards promising companies which declare
good dividends over a period of time. But for the
stock exchanges, these savings are likely to be wasted
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5.Aid to Capital Formation

The publicity which the stock exchange gives to
various industrial securities and their prices and the
facilities provided by it for their purchase and sale
induce people to save and invest. Stock exchanges
thus ensure a steady flow of capital into industry and
assists industrial development.
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6. Facilities for Speculation

Speculation is an integral part of stock exchange
operations.As a result of speculation,demand for and

supply of securities are equalized. Similarly, price
movements are rendered smoothly.
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7. Seasoning of Securities

Speculators and underwriters hold for a temporary
period, securities issued by new companies. They

unlock them when the market is prepared to absorb
the new issues.
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8. Clearing House of Business
Information

Listed companies are required to furnish all
important information relating to capital
management, dividend distribution etc, and forward
copies of financial statements, annual reports etc, to

the stock exchange.
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7.03 Features of Stock
Exchange:

|. Market for Securities

Stock exchange is a market, where securities of

corporate bodies, government and semi-government
bodies are bought and soId

M‘ [
;
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2. Deals in Second Hand
Securities

It deals with shares, debentures bonds and such
securities already issued by the companies. In short, it

deals with existing or second hand securities and
hence it is called secondary market.

Secondary Market
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3. Regulates Trade in
Securities

Stock exchange does not buy or sell any securities on
its own account. It merely provides the necessary
infrastructure and facilities for trade in securities to
its members and brokers who trade in securities. It
regulates the trade activities so as to ensure free and

fair trade. TRANSACTI O\Q/
SAFETY ¥

W
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4. Allows Dealings only in
Listed Securities

In fact, stock exchanges maintain an official list of
securities that could be purchased and sold on its
floor. Securities which do not figure in the official list
of stock exchange are called unlisted securities. Such

unlisted securities cannot be traded in the stock
exchange.
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5.Transactions Effected only
through Members

All the transactions in securities at the stock
exchange are effected only through its authorised
brokers and members. Outsiders or direct investors
are not allowed to enter in the trading circles of the
stock exchange.Investors have to buy or sell the
securities at the stock exchange through the
authorised brokers only.
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6. Association of Persons

- Astock exchange is an association of persons or
body of individuals which may be registered or
unregistered.

© CanStockPhoto.com - csp60683857


https://www.padasalai.net
https://www.padasalai.net/

7. Recognition from Central
Government

Stock exchange is an organised market. It requires
recognition from the Central Government.

Stock Exchange

Origins and Etymology
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8.Working as per Rules

' Buying and selling transactions in securities at the

- stock exchange are governed by the rules and
regulations of stock exchange as well as SEBI
Guidelines. No deviation from the rules and
guidelines is allowed in any case.

AN OVERVIEW ON

SECURITIES &

EXCHANGE BOARD
OF INDIA (SEBI)
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9. Specific Location

Stock exchange is a particular market place where
authorised brokers come together daily (i.e.on
working days) on the floor of market called trading
circles and conduct trading activities. The prices of
different securities traded are shown on electronic
boards. After the working hours market is closed.
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10. Financial Barometers

Stock exchanges are the financial barometers and
development indicators of national economy of the
country. Industrial growth and stability is reflected in
the index of stock exchange.
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7.04 Benefits and Limitations
of Stock Exchange

A. Benefits to the Community
i. Economic Development

It accelerates the economic development by ensuring
steady flow of savings into productive purposes.
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li. Fund Raising Platform

- It enables the well-managed, profit-making companies
~ toraise limitless funds by fresh issue of shares from

time to time.
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ifi. Tools to Divert Resources

Scarce resources are thus diverted to efficiently run
enterprises for better utilization.
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iv. Capital Formation
It encourages capital formation.

v. Fund Raiser for Government

r It enables Government to raise funds for undertaking
projects through sale of securities on the stock
exchange.Thus stock exchange serves as a platform
for raising public debt.
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B. Benefits to the Company

i. Enhances Goodwill or Reputation

Companies whose shares are quoted on a stock
exchange enjoy greater goodwill and credit standing.

ii. Wide Market
There is a wide and ready market for such securities.
iii. Raises huge funds

Stock Exchange can raise huge funds easily by issue of
shares and debentures.

iv. Increases bargaining strength

Companies whose shares rise in the stock exchange
command higher bargaining power in the event of
further expansion,merger or amalgamation.
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C. Benefits to Investors %

i. Liquidity

Stock exchange helps an investors to convert his shares into
cash quickly and thus increases the liquidity of his investments.
ii. Adding collateral value of security

The fact that a security is dealt on a stock exchange makes it a
good collateral security for obtaining loan from banks.

iii. Investor protection

The stock exchange safeguards, investor’s interest and ensures
fair dealing by strictly enforcing its rules and regulations.

iv. Assessing real worth of security

An investor can easily assess the real worth of securities in his
hands, as market quotations are published daily in the
newspapers and in websites.

v. Mechanism to trade security

Stock Exchange provides a mechanism by which purchase and
sale of listed securities take place in a matter of few minutes.


https://www.padasalai.net
https://www.padasalai.net/

Limitations of Stock Exchange:

\
s

The limitations of stock exchange are as follows
i. Lack of uniformity and control of stock exchanges.

ii. Absence of restriction on the membership of stock
exchanges.

iii. Failure to control unhealthy speculation.
iv. Allowing more than one charge in the place.

v. Non-insistence of margin requirement in stock
exchange or in the case of produce exchanges.

vi. No proper regulation of listing of securities on the
stock exchange.


https://www.padasalai.net
https://www.padasalai.net/

7.05 Stock Exchanges In India:

»There are 24 stock exchanges in the country, with 21 of
them being regional in nature.Three others that have
been set up in the reforms era, viz., National Stock
Exchange (NSE), the Over the Counter Exchange of India
Limited (OTCEI), and Interconnected Stock Exchange of
India Limited (ISE) have mandate to nationwide trading
network. The ISE has been promoted by |5 regional stock
exchanges in the country and is based at Mumbai.

».The NSE, OTCEI ISE, and majority of the regional stock
exchanges have adopted the Screen Based Trading System
(SBTS) to provide automated and modern facilities for
trading in a transparent, fair and open manner with access
to investors across the country.
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Top 10 Stock Exchanges in the
World.

i.The New York Stock Exchange - Located in New York City; $19.223 trillion in
listed market capitalization.

ii. NASDAQ - Short for the "National Association of Securities Dealers Automated
Quotation", this electronic stock exchange is located in New York City; $6.83 | trillion
in listed market capitalization.

iii. London Stock Exchange - Located in London, England; $6.187 trillion in listed
market capitalization.

iv.Tokyo Stock Exchange - Formally known as the Japan Exchange Group, located in
Tokyo, Japan; $4.485 trillion in listed market capitalization.

v.Shanghai Stock Exchange - Located in Shanghai, China; $3.986 trillion in listed
market capitalization.

vi. Euronext - Located throughout Europe (France, Portugal, The Netherlands, and
Belgium); $3.321 trillion in listed market capitalization.

vii. Hong Kong Stock Exchange - Located in Hong Kong, Hong Kong; $3.325
trillion in listed market capitalization.

viii. Shenzhen Stock Exchange - Located in Shenzhen, China; $2.285 trillion in
listed market capitalization.

ix. TMX Group - The Canadian stock exchange is located in Toronto, Canada; $1.939
trillion in market capitalization.

x. Bombay Stock Exchange - Located in Mumbai, India; $1.682 trillion in market
capitalization.
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7.06 Types of Speculators

Speculators in a stock market are of different types.
They carry their names depending on their motive of
trading in the stock exchange.They are named after
animals as their behavior could be compared best
with the behavior of animals.
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A Bull or Tejiwala is an operator who expects a rise
in prices of securities in the future.In anticipation of
price rise he makes purchases of shares at present
and other securities with the intention to sell at
higher prices in future.He is called bull because just
like a bull tends to throw his victim up in the air, the
bull speculator stimulates the price to rise. He is an
optimistic speculator.
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A bear or Mandiwala speculator expects prices to fall
in future and sells securities at present with a view to
purchase them at lower prices in future.A bear does
not have securities at present but sells them at higher
prices in anticipation that he will supply them

by purchasing at lower prices in future.
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STAG

A stag is a cautious speculator in the stock exchange.
He applies for shares in new companies and expects
to sell them at a premium,if he gets an allotment.He
selects those companies whose shares are in more
demand and are likely to carry a premium.

vV W
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LAME DUCK

When a bear finds it difficult to fulfill his commitment,
he is said to be struggling like a lame duck.A bear
speculator contracts to sell securities at a later date.
On the appointed time he is not able to get the
securities as the holders are not willing to part with
them. Moreover, the buyer is not willing to carry over
the transactions. P i

4'/," '.4 o
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7.08 Recent Development in
Stock Exchange

National Stock Market System (NSMS)

National stock market system was advocated by the -
High Powered Group on the Establishment of New Stock
Exchanges headed by Shri.M.).Pherwani (popularly known
as Pherwani Committee).At present the National Stock
Market in India comprises the following:

|. National Stock Exchange of India Limited (NSE)

2. Stock Holding Corporation of India Limited (SHCIL)
3. National Clearing and Depository System (NCDY)
4. Securities Trading Corporation of India (STCI)

5. National Securities Depositary Limited (NSDL)
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|. National Stock Exchange
(NSE)

* NSE was incorporated in November, 1992. It
is a country wide, screen based, online and
order driven trading system. It uses satellite
link to spread trading throughout the
country thereby connecting members
scattered all over the India.

* Through computer network, member"s
orders for buying and selling within
prescribed price are matched by central
computer with each other and instantly
communicate to the trading member. NSE
has two segments, i.e., Debt segment and
Capital segment.
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2. Stock Holding Corporation
of India Limited (SHCIL) The

Stock Holding

Corporation of India Ltd (SHCIL) is committed to
speed up trading, clearance and settlement services
for securities and monetary instruments. SHCIL came
into being in 1986.SHCIL is the first depository
participant registered with SEBI and acts as an agent
of the National Securities Depository.
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3. National Clearance and

> Depository System (NCDS)
NATIONAL SECURITIES DEPOSITORY LTD

Functions  Legal Aspects
Setting Up ~ Transactions

Tarticipants

This system was created chiefly to help overcome the
problem of settlement and clearance of transactions
consequent to enormous workload on the clearing
agencies and share transfer agencies. The problems mainly
arose out of systematic risk like counter party risk, credit

risk, bad deliveries, long delayed delivery, counterfeit
scrips, and forged scrips
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4. Securities Trading
Corporation of India (STCI)

> The Reserve Bank of India set up Securities Trading
Corporation of India Limited (STCI) in May 1994,
under the provisions of the Indian Companies Act,
1956, jointly with public sector banks and All-India
financial institutions.

>It had an authorized and paid-up capital of Rs. 500
crores of which, RBI contributed 50.18 percent.The
RBl in December 1997 divested part of its equity in
STCI in favor of the Bank of India,an existing
shareholder of the Company.
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5. National Securities
Depository Limited (NSDL)

* The Government of India enacted the
Depositories Act in August 1996, paving the
way for setting up o f depositories in India.
Thus, pioneering the concept of depositories
and ushering in an era of paperless
settlement of securities. National Securities
Depository Ltd (NSDL) was inaugurated as
the first depository in India on November 8,

1 996.
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Si.No

Feature

Meaning

IS v asags ~racassssae s ose

Stock Exchange Vs Commodity Exchange.

Stock Exchange

Stock Exchange (also called Stock
Market or Share Market) is one
important constituent of capital

market. Stock Exchange is an
organized market for the purchase
and sale of industrial and financial

security. It is convenient place

where trading in securities is
conducted in a systematic manner

i.e. as per certain rules and
regulations.

Commodity Exchange

A commodity exchange is an exchange

'where commodities are traded. Tradable|

commodities fall into the following
categories.

Metals (e.g. gold, silver,copper) Energy
(e.g. crude oil, natural gas)
Agricultural (e.g. rice, wheat, cocoa)
Livestock and meat
(e.g. live cattle, lean hog)

Function

Providing easy marketability

Offering hedging or price insurance
services and liquidity to securities.

Object

Object is facilitating capital
formation and making best
use of capital resources

Object is facilitating goods
flow through risk reduction

Participants

Investors and Speculators

Producers, dealers, traders and a
body of speculators.

Period of
dealings

Cash, ready delivery and dealings
for account for a fortnight

Instant cash dealings and a settlement
period of 2 or 3 months for Future
Market dealings

Acrticles
Traded

Industrial securities such as
stocks and bonds and government
securities.

Only durable, graded and goods having
large volume of trade, price uncertainty
and uncontrolled suPply
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Sil.No Feature Stock Exchange Commodity Exchange
Speculation ensures saleability of
- S alation securities affording a broad, ready, Speculation ensures assumption
E F liquid and continuous market of and absorption of price risk.
securities.
s Forward Forward dealings are simplified as | Standards are to be fixed for deliverable
: contract securities are fully standardized grades to facilitate futures contract
1 1i Cornering is difficult as the seller has
9. Cornering — er-::: t:o:ne _e = u:: & option to deliver standard or other
. & y deliverable goods.
10. Price As regards forward dealings, only For future dealings, multiple
° Quotation one quotation is possible quotations are possible
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> Remisers

~ He acts as an agent of a member
of a stock exchange. He obtains
businessfor his principal ie., the

member and gets a commission for that service.

«  KNOW?

Authorized Clerks

The authorised clerks are mere employees

of the members, appointed by themember

of stock exchange. The authorised clerks
transact business on behalf of their employers
on the floor of the stock exchange. They are
paid a salary, plus acommission.
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Brokers

Brokers are commission agents, who act as
intermediaries between buyers and sellers
of securities. They do not purchase or sell
securities on their behalf. They bring together
the buyers and sellers and help them in
making a deal. Brokers charge a commission
from both the parties for their service.
Brokers are experts in estimating trends of
price and can effectively advice their clients
in getting a fruitful gain. Brokers get orders
from investing public and execute the orders
through Jobbers and they are entitled to a
prescribed sale of brokerage.

Jobbers

Jobbers are security merchants dealing in
shares, debentures as independent operators.
They buy and sell securities on their own behalf
and try to earn through price changes. Jobbers
cannot deal on behalf of public and are barred
from taking commission. In India, they are
called Taravaniwalas.
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SPECULATION

Speculation involves trading a financial
instrument involving high risk, in expectation
of significant returns. The motive is to take
maximum advantage from fluctuations in

the market. Speculators are prevalent in the
markets where price movements of securities
are highly frequent and volatile.

GAMBLING

There is no reasoning involved in gambling.
It accentuates fluctuations in price and it is
unethical and illegal. It does not perform
economic function.
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@L NIFITY

The word Nifty originates from 2

words, "National’ and "Fifty'. Nifty
basically means the index of the 50 most
actively traded stocks from across all sectors.
Nifty represents the top stocks of the NNSE
and when we talk about Nifty going up., it
means that all the heavyweight stocks of NSE
across all sectors are moving up. Most of the
stock trading in the country is done through

NI 1Y)
QO

NSE and BSE. There are other stock
exchanges as well, like the Calcutta stock
exchange, but they are not that popular.
Nifty consists of top 50 companies from 24
different sectors. Nifty is computed from the
performance of top stocks from different
sectors. Some mutual funds use Nifty as a
benchmark. The perfornmance of the mutual
funds is assessed against the performance
of the Nifty. On INSE, futures and options
are available for trading with the Nifty as an
underlying index. Nifty is calculated by using
the market capitalization weighted method
according to which weights are assigned
according to the size of the company. Larger
the size, larger the weightage
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@L SENSEX

Sensex is an index of the stocks in

BSE (Bombay Stock Exchange).
Sensex has a list of 30 stocks. BSE decides
the stocks that are to be listed on Sensex.
The criteria for picking a stock to be listed
on Sensex is volume of the trade of that
stock and total volume of the stock in BSE.

Based on the above said factors, BSE regularly
prepares a set of 30 stocks which will be
together called as SENSEX. BTW Sensex
means sensitive Index Now each stock is
allotted a weight-age according to a criteria
and the criteria also keeps on changing with
time. So now stocks are normally traded in
BSE each day and price of stocks is
determined according to demand and supply
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@" Stock Trading Timings in India

There are two major stock

exchanges in India- Bombay
stock exchange (BSE) and National stock
exchange (NSE). However, the timing of
both BSE & NSE is the same. First of all,
you need to know that the stock market in
India is closed on weekends i.e. Saturday
and Sunday. It is also closed on the national
holidays. The normal trading time for equity
market is between 9:15 a.m to 03:30 p.m,
Monday to Friday.
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@" Future Market
- A Future market is an auction

market in which participants buy
and sell commodity and futures contracts
for delivery on a specified future date.
Examples of futures markets are the New
York Mercantile Exchange, the Kansas City
Board of Trade, the Chicago Mercantile
Exchange, the Chicago Board of Options
Exchange and the Minneapolis Grain
Exchange. Originally, trading was carried
on through open yelling and hand signals in
a trading pit, though in the 21st century, like
most other markets, futures exchanges are
mostly electronic.

"_Options Market

= An 'Option’ is a type of security

that can be bought or sold at a

specified price within a specified
period of time, in exchange for a non-
refundable upfront deposit. An options
contract offers the buyer the right to buy, not
the obligation to buy at the specified price
or date. Options are a type of derivative
product. The right to sell a security is called
a ‘Put Option’, while the right to buy is called
the ‘Call Option’

@" Dalal Street
- Dalal Street is an area in

downtown Mumbai, India, that
houses the Bombay Stock Exchange (BSE)
— the largest stock exchange in India — and
other reputable financial institutions. It
received the name Dalal Street after the
Bombay Stock Exchange moved to the area
in 1874 and became the first stock exchange
recognized by the Indian Government.

The literal translation of Dalal in Marathi is
a broker or intermediary. Today, Dalal Street
is a metonym for the entire Indian financial
sector much like Wall Street in the United
States.
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Lombard Street

N

Lombard Street, London, is
street notable for its
connections with the City of London's

merchant, banking and insurance industries,
back to

medieval times.

stretching

From Bank junction, where nine streets
converge by the Bank of England, Lombard
Street runs southeast forashortdistance before
bearing left into a more easterly direction, and
terminates at a junction with Grace church
Street and Fenchurch Street. Its overall length
is 260 metresIt has often been compared
with Wall Street in New York City

" _ Wall Street

= Wall Street is a street in lower

Manhattan that is the original
home of the New York Stock Exchange and
the historic headquarters of the largest U.S.
brokerages and investment banks. The term
‘Wall Street is also used as a collective name
for the financial and investment community,
which includes stock exchanges and large

banks, brokerages, securitiesand underwriting
firms, and big businesses. Today, brokerages
are geographically diverse, allowing investors
free access to the same information available
to Wall Street's tycoons.
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FINANCIAL MARKETS - II

SECURITIES EXCHANGE
BOARD OF INDIA (SEBI)
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INTRODUCTION

* Securities and exchange Board of India
(SEBI) was first established in the year 1988 as a
non-statutory body for regulating the securities
market.

* It was made as an autonomous body
by The Government of India on 12 May 1992
and given statutory powers in 1992 with

SEBI Act 1992 being passed by the Indian
Parliament.
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HEAD OFFICE AND BRANCH

SEBI has its headquarters at the

business district of BandraKurla Complex in
Mumbai, and has Northern, Eastern, Southern
and Western Regional Offices in New Delhi,
Kolkata, Chennai and Ahmedabad respectively.
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BANDRAKURLA COMPLEX
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The SEBI is managed by its members, which consists of following:

Organization Structure of SEBI

A
- W >

Director
_ 1 - . =GN e R
Additional Directors/ | | Additional Director ~ Technical Director /
‘ Joint Directors LIS (Administration) | . Joint Directors(System) ’
Deputy Directors / [ Deputy Director ) 3' Deputy Directors
Assitant Directors L (Administration) | ._ (System)
Assitant Director | " Assitant Director
(Administration) | (System)

Section Officers
(Administration)

! i {

Technical Assistants
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1. Monitor's the working
of mutual funds

4. Regulates working
of stock exchanges

2. Restricts illegal
practices of firms

5. Conducts audit,
inspection

3. Plays a great role in
protecting investors interest

6. Prohibits insider
activity

INSIDER -
TRADING:
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OBJECTIVES OF SEBI

* REGULATION OF STOCK EXCHANGE
* PROTECTION TO THE INVESTORS

* CHECKING THE INSIDER TRADING
* CONTROL OVER BROKERS
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1. Regulation of Stock Exchanges

The first objective of SEBI is to regulate stock
exchanges so that efficient services may be
provided to all the parties operating there.

2. Protection to the Investors

The capital market is meaningless in the
absence of the investors. Therefore, it is
important to protect the interests of the
investors. The protection of the interests of
the investors means protecting them from the
wrong information given by the companies in
their prospectus, reducing the risk of delivery
and payment, etc. Hence, the foremost
objective of the SEBI is to provide security to
the investors.
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3. Checking the Insider Trading

Insider trading means the buying and
selling of securities by directors Promoters,
etc. who have access to some confidential
information about the company and who
wish to take advantage of this confidential
information. This affects the interests of the
general investors and is essential to check
this tendency. Many steps have been taken to

check insider trading through the medium of
the SEBI.

4. Control over Brokers

It is important to supervise/check the
activities of the brokers and other middlemen
in order to control the capital market. To

regulate their activities, it was necessary to
establish the SEBI.
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FUNCTIONS OF SEBI

8.03 Functions of SEBI

Securities and Exchange Board of India
(frequently abbreviated SEBI) is the nodal
agency which saleguards the interests ol
an investor in the Indian Financlal market.

SEBI performs three key lunctions: quasi-
legislative, quasi-judicial and quasi-
executive. It drafts regulations, conducts
investigation & enforcement action and it
passes rulings and orders.
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i. Safeguarding the interests of investors by
means of adequate education and guidance.
SEBI makes rules and regulation that must
be followed by the financial intermediaries
like portfolio exchanges, underwriters
and merchant bankers, etc. It takes care of
the complaints received from investors
Additionally, it issues notices and booklets for
the information, assistance and protection of
small investors.

ii. Regulating and controlling the business on

stock markets. Registration of brokers and

sub-brokers is made mandatory and they

have to abide by certain regulations and rules.
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iii. Conduct inspection and inquiries of
stock exchanges, intermediaries and
self-regulating organizations and to

take appropriate measures wherever
required. This function is carried out for
organized working of stock exchanges and

intermediaries.
iv. Barring insider trading in securities.

v. Prohibiting deceptive and unfair methods
used by financial intermediaries operating in
securities markets.
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| vi. Registering and controlling the functioning
of stock brokers, sub-brokers, share
transfer agents, bankers, trustees, registrars,
merchant bankers, underwriters, portfolio
managers, investment advisers and various
other intermediaries who might be linked to
securities markets in any manner.

1 vii. SEBI issues Guidelines and Instructions

to businesses concerning capital issues.

Separate guidelines are provided for initial
public issue made by listed companies,
etc. It conducts research and publishes

information beneficial to all market players
(i.e. all buyers and sellers).
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viii. SEBI regulates mergers and acquisitions as
a way to protect the interest of investors.
For this, SEBI has released appropriate
guidelines with the intention that such
mergers and takeovers wont be at the
expense of small investors.

ix. Registering and controlling the functioning

of collective investment schemes such as

mutual funds. SEBI has created regulations

and guidelines that should be followed
by mutual funds. The aim is to maintain

effective supervision and avoid any unfair

and anti-investor actions.
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x. Promoting self-regulatory organization of
intermediaries. It has extensive legal powers.
Having said that, self-regulation is preferable
to external regulation. The function of SEBI
is to motivate financial intermediaries to
create their professional associations and
manage harmful actions of their members. It
can also make use of its powers when needed
for protection of investors.

xi. Carrying out steps in order to develop the

capital markets by having an accommodating

approach.
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xii. Provide appropriate training to financial
intermediaries. This function is great for
healthy environment in the stock markets

and also for the protection of investors.

xiii. Levying fee or any other type of charges to
carry out the purpose of the Act.

xiv. Performing functions that may be assigned
to it by the Central Government of India.
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POWERS OF SEBI

* POWERS RELATING TO STOCK EXCHNAGE &INTERMEDIARIES
* POWER TO IMPOSE MONETARY PENALITIES

* POWER TO INITIATE ACTIONS IN FUNCTIONS ASSIGNED
* POWER TO REGULATE INSIDER TRADING

« POWERS UNDER SECURITIES CONTRACT ACT

* POWERS TO REGULATE BUSINESS OF STOCK EXCHANGES
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The various powers of a Stock Exchange

are explained below

1. Powers Relating to Stock Exchanges &
Intermediaries

SEBI has wide powers regarding the
stock exchanges and intermediaries dealing in
securities. It can ask information from the stock
exchanges and intermediaries regarding their
business transactions for inspection or scrutiny
and other purpose.
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2. Power to Impose Monetary Penalties

SEBI has been empowered to impose

monetary penalties on capital market

intermediaries and other participants for a range
of violations. It can even impose suspension of
their registration for a short period.
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3. Power to Initiate Actions in Functions
Assigned

SEBI has a power to initiate actions in
regard to functions assigned. For example, it

can issue guidelines to different intermediaries
or can introduce specific rules for the protection

of interests of investors.
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4. Power to Regulate Insider Trading
SEBI has power to regulate insider trading

or can regulate the functions of merchant

bankers.
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5. Powers Under Securities Contracts Act

For effective regulation of stock exchange,
the Ministry of Finance issued a Notification
on 13 September, 1994 delegating several of
its powers under the Securities Contracts
(Regulations) Act to SEBL.

SEBI is also empowered by the Finance
Ministry to nominate three members on the

Governing Body of every stock exchange.
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6. Power to Regulate Business of Stock
Exchanges

SEBI is also empowered to regulate the
business of stock exchanges, intermediaries
associated with the securities market as well
as mutual funds, fraudulent and unfair trade

practices relating to securities and regulation

of acquisition of shares and takeovers of

companies.
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DEMATERIALIZATION (DEMAT)

* Dematerialization is the process by which
the physical share certificates of an
investor are taken back by the company or
register and destroyed.

* Then an equivalent number of securities in
the electronic form are credited to the
investors account with his Depository
Participant.
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* Trading in dematerialization shares
commenced on the NSE in December 1996
where Reliance industries wat the first
company to trade its 100 shares in Demat
form.

 Incase of the BSE, dematerialization of

shares commenced in the year December
1997.
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BENEFITS OF DEMATERIALIZATION

e +

Common
Low Risk Of
Bank BENEFITS OF Delivery

() DEMATERIALIZATION

Automatic Reduces
Update Costs
No Odd-lot Easy

Problem To Hold
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* COMPLETELY SECURED

« HIGH TRADING EFFICIENCY

* ONLINE TRADING FACILITIES

* AUTOMATIC UPDATE

* COMMON BANK

 LOW COST OF TRANSACTION

 EASY HOLD UNDER SINGLE ACCOUNT
* CUSTOMER SERVICES BY BANK

* LOAN AGAINST SECURITIES
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DEPOSITORY PARTICIPANT

Who is Depository Participant?

A Depository Participant (DP) is an agent of the depository.
They are the intermediaries between the depository and the investors.

The relationship between the DPs and the depository is governed by an

agreement made between the two under the Depositories Act.

In a strictly legal sense, a DP is an entity who is registered as such with

SEBI under the provisions of the SEBI Act.

As per the provisions of this Act, a DP can offer depository related services

only after obtaining a certificate of registration from SEBL
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DEMAT ACCOUNT
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Account Numbes/
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flinvestollign

Demat Account Opening Procedure

* For open Demat Account, Contect Depository Participant they
will provide you Account Opening form Either Offline you fill form
, Sign and send back to DP Officers or they provide you Online
Account Opening Link where you can Fill online form and submit
with Digital Sign with help of Aadhar Number

Depository Participant provide you rules and regulation and
account opening & other charges mention sheet you can go
through it before sign

In- person verification compulsory for offline as well as online
Account Opening — DP Officer either visit you and ask
requirement document for in-person verification or they will ask
you online in-person verification with help of Laptop or Computer
camera.
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|ﬂ[|’0dU[[|0|’] The human resource is the

most important element in any
organisation. The  success,
growth and development of
organisations depend on the
quality of workforce they
possess. It is only through the
human resource all other
resources are actively utilised
leading to the efficient and
effective  running of an
establishment.
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MEANING of HR

Not all human beings are considered to be human resources but only those
individuals who acquired the required skill sets, talents, knowledge,
competencies and capabilities in the accomplishment of both individual and
organisational objectives.

DEFINITION

According to Peter.F.Drucker “Man, of all resources available to him, can grow
and develop”

In the words of Leon C Megginson, Human Resources refers to “the total
knowledge, skills, creative abilities, talents and aptitudes of an organization's
workforce, as well as the values, attitudes and beliefs of the individuals
involved.
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CRARACTERISTICS of HR

Human resource is the only factor of production that lives

Human resource created all other resources

It is only the labour of employees that is hired and not the employee
himself

Human resource exhibits innovation and creativity

Human resource alone can think, act, analyse and interpret

Human resources are emotional beings

Human resources can be motivated either financially or non financially
The behaviour of human resources are unpredictable

Over years human resources gains value and appreciates

Human resources are movable

Human resource can work as a team
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MEANING &
DEFINITION of HRM
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Human Resource Management is a
function of management concerned
with hiring, motivating and maintaining
people in an organisation. It focuses on
people in an organisation.

According to Dale Yoder Human
Resource Management as “the effective
process of planning and directing the
application, development and utilisation
of human resources in employment”.
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FEATURES of HRM

Universally relevant : Human Resource Management has universal relevance. The
approach and style varies depending the nature of organisation structure and is
applicable at all levels.

Goal oriented : The accomplishment of organisational goals is made possible
through best utilisation of human resource in an organisation.

A systematic approach : Human resource management lays emphasis on a
systematic approach in managing the tasks performed by human resource of an
organisation. The two sets of functions performed are managerial and operative
functions.

It is all pervasive : Wherever there is existence of human resource the effective
management of the available human resource is very important especially in
functional areas.

It is a continuous process : As long as there is human resource in the running of an
organisation, the activities relating to managing human resource exists.
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FEATURES of HRM

It is a dynamic activity : Human resource management is not the same as that of
other factors of production, as they have feelings and emotions which are to be
handled with care and diligence to maximise its utilisation.

It is an integrative tool : The main idea behind managing the human resource is to
motivate, participate and coordinate the available workforce.

Focuses on development : Human resource management focuses on the
development of manpower through training and development programmes. Honing
of skills through training increases the effective use of the resource procured.
Human resource management is both science as well as art : As it relies on
experiments and observations as well as effective handling of manpower it is both
science and art.

It is interdisciplinary : Human resource management makes use of concepts of
different disciplines like sociology, psychology, economics etc. making it
interdisciplinary.

It is intangible : Human resource management is a intangible function which can be
measured only by results.
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SIGNIFICANCE of HRM
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Employment

Commitment

Employee Attitude

Collective

To identify manpower needs : Determination of manpower
needs in an organisation is very important as it is a form of
investment. The number of men required are to be identified
accurately to optimise the cost.

To incorporate change : Change is constant in any organisation
and this change has to be introduced in such a way that the
human resource management acts as an agent to make the
change effective.

To ensure the correct requirement of manpower: At any time
the organisation should not suffer from shortage or surplus
manpower which is made possible through human resource
management.

To select right man for right job: Human resource management
ensures the right talent available for the right job, so that no
employee is either under qualified or overqualified.
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SIGNIFICANCE of HRM
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To update the skill and knowledge: Managing human resource
plays a significant role in the process of employee skill and
knowledge enhancement to enable the employees to remain up to
date through training and development programmes.

To appraise the performance of employees: Periodical appraisal
of performance of employees through human resource
management activities boosts up good performers and motivates
slow performers. It helps the workforce to identify their level of
performance.

To improve competitive advantage: Organisations with capable
and competent employees can truly gain competitive advantage in
the globalised market. Higher the level of good performers greater
the possibility of fast paced growth of the enterprise.

To provide incentives and bonus to best performers: It is the
role of human resource management to recognise the best
performers and to provide them with bonus and incentives as a
form of appreciation for their work.
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MANAGERIAL FUNCTIONS of HRM

Planning : Planning is deciding in advance what to do,
how to do and who is to do it. It bridges the gap between
where we are and where we want to go. It helps in the
systematic operation of business.

Organising: It includes division of work among
employees by assigning each employee their duties,
delegation of authority as required and creation of
accountability to make employees responsible.
Directing: It involves issue of orders and instructions
along with supervision, guidance and motivation to get
the best out of employees. This reduces waste of time
energy and money and early attainment of
organisational objectives.

Controlling: It is comparing the actuals with the
standards and to check whether activities are going on
as per plan and rectify deviations.
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HR

In an organisation the human
resource are the employees who
are inevitable for the survival and
success of the enterprise.

Human Resource Management
refers to the application of
principles of management to
manage the people working in the
organization

Human resource is the only factor of
production that lives

In order to achieve the personal and
organisational objectives human
resources are to be trained up and
managed

The sustainable growth of an
organisation depends on the
important resource human resource

Its concerned with hiring,
motivating and maintaining people
in an organisation. It focuses on
people in an organisation.

Human resource exhibits innovation
and creativity

To improve the performance of the
employees

Human resources can be motivated
either financially or non financially

Human resource management
ensures the right talent available for
the right job.



https://www.padasalai.net
https://www.padasalai.net/

OPERATING FUNCTIONS of HRM

Procurement : Acquisition deals with job analysis, human resource planning,
recruitment, selection, placement, transfer and promotion.

Development : Development includes performance appraisal, training, executive
development, career planning and development, organisational development
Compensation : It deals with job evaluation, wage and salary administration,
incentives, bonus, fringe benefits and social security schemes

Retention : This is made possible through health and safety, welfare, social security,
job satisfaction and quality of work life

Integration : It is concerned with the those activities that aim to bring about
reconciliation between personal interest and organisational interest

Maintenance : This encourages employees to work with job satisfaction, reducing
labour turnover, accounting for human resource and carrying out audit and
research.
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ZSTEPS TN EMPLOYEE SELECTION PROCESS
“FACTORS INFLUENCING SELECTION PROCESS

“IMPORTANCE OF SELECTION
ZSELECTION DIFFERS FROM RECRUTTMENTT

“PLACEMENT
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Definition:

ACCORDING TO DALE YODER, = SELECTION IS THE PROCESS TN

WHICH THE CANDIDATES FOR EMPLOYMENT AREDIVIDED INTO  Employee l
TWO CLASSES - THOSE WHO ARE TO BE OFFERED EMPLOYEES AND Selection
THOSE WHO ARE NOT." . e

DAVID AND ROBINS STATES THAT ,” SELECTION IS A MANAGERTAL ,
DECISION MAKING PROCESS TO PREDTCT WHICH JOB APPLICANTS 4
WILL BE SUCCESSFUL TF HIRED.

D
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Steps in employee selection process I

Application Blank: :
THE COMPANTES PROVIDE PRE-PRINTED “”’/
APPLICATION FORMS ORDIRECTTHE ~ E*&=— _
CANDIDATES TO DOWNLOAD THE FORMS i
UPLOADED ON THETR RESPECTTVE WEBSTTES.

T —
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Scrutinizing

the Applications

SCRUTIN IZE

[T1S NDT POSSIBLE FOR RECRUTTMENT AGENCY TO CALL

ALL THE APPLTCANTS FOR T
HAS TO EVOLVE SOME (RTT
APPLICANTS FOR THE INTE

NTERVIEW. RENCE THE SELECTION
RLA 10 SHORTLIST THE NUMBER OF

VIEW.
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SELECTION TESTS

SATYA PRAKASH JOSHI

VARTOUS TESTS ARE CONDUCTED TO ENSURE
WHETHER THE CANDIDATE POSSESSES THE
NECESSARY QUALTFICATIONS T0 FITINTO
VARIOUS POSTTIONS IN THE ORGANTSATION.
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ADbility test
MEASURES SKTLLS,MENTAL APTITUDE,

PROBLEM SOLVING, KNOWLEDGE, 3 I’o

INTELLTGENCE.ETC. OF A CANDIDATE. &

|
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I

Aptitude test
¢

MEASURES THE SET OF SKILLS

REQUIRED TO PERFORM A GIVEN -

]OB Aptitude
[T IS MEASURED IN 1/ WAYS.

R



https://www.padasalai.net
https://www.padasalai.net/

Types of
Aptitude

Test
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I

Achievement test

MEASURES THE CAPACTTY TO ACHIEVE

IN A PARTICULAR FTELD.

LTTS ALSO CALLED AS PROFTCTENCY ACHIEVEMENT
IEST.
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Intelligence test

LT MEASURES A VARTETY OF MENTAL
ABILITY AND INDTVIDUAL CAPACTTY
OF A CANDIDATE. THE MAIN AIM IS ?
10 OBTAIN AN IDEA OF THE PERSON " S

INTELLTGENCE POTENTIAL.
T —
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I

Judgement test

THIS TEST IS CONDUCTED TO TEST
THE PRESENCE OF MIND AND
REASONING CAPACTTY OF THE
CANDIDATES.

T ——
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Personality test

THLS TEST IS CONDUCTED T0 @

FIND THE NON-INTELLECTUAL @
TRIATS OF A CANDIDATE ©
(715 DTVIDED INTO  TYPES.

| ——
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Interest test

[T MEASURES A CANDIDATE' S EXTENT o
OF TNTEREST IN A PARTICULAR AREA. +
S0 THAT THE ORGANTSATION CAN

ASSTGN THE JOB WHICH SUTTS THETR
1EAM.
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Personality Inventory test

THTS METHOD USES TO FIND QUT THE
CANDIDATES TRIATS LIKE INTERPERSONAL
RAPPORT, DOMINANCE, INTRAVERTNESS,
EXTRAVERTNESS,SELF CONFIDENCE,ETC.
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Projective test

THTS MEASURES THE CANDIDATE S
VALUES, ATTITUDE APPREHENSTVE
PERSONALTTY,ETC. OUT OF THE
INTERPRETATION.

| ——
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Attitude test

THIS MEASURES THE CANDIDATE S TENDENCIES
TOWARDS THE PEOPLE, STTUATION, ACTION AND
RELATED THINGS.

FOR EXAMPLE: MORAL STUDY,VALUES STUDY,
SOCTAL RESPONSIBILITY,ETC. TO MEASURE

THE ATTITUDE OF THE CANDIDATE.

D

ATTITUDE
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INTERVIEW AND ITS
VARIOUS TYFPES

W=/

What is an interview?

The term interview has
been derived from the
French word emntre voir thhat
meconrns o glimpse or o see

-. each other.

By definition It means o
meaeting for obtaiming
information by guestioning
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TYPES OF INTERVIEW

“ PRELIMINARY INTERVIEW
* STRUCTURED INTERVIEW
~ UNSTRUCTURED INTERVIEW

~ INDEPTH INTERVIEW
“ PANEL INTERVIEW

* STRESS INTERVIEW

~ [ELEPHONE INTERVIEW

* ONLINE INTERVIEW
* GROUP INTERVIEW

B~ VIDEO CONFERENCING INTERVIEW

_—.
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PRELIMINARY INTERV

THE INTERVIEW IS TO SEE WHETHER APPLICANTS
ARE SUTTABLE FOR BOTH MENTALLY AND

PHYSTCALLY .

THIS HEPS THE EMPLOYERS
ORGANIZATION TO

CUT COST AND TIME ST H Y

SELECTION PROCESS .+ + 1 ®

£
Cm—— 'F
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| -‘Ir"'i“i — "'l- l. TN\

THIS INTERVIEW IS A STANDARDIZED WAY

OF COMPARING JOB CANDIDATES.

THE EMPLOYER CREATES
INTERVIEW QUESTION e e -

FOCUSED ON THE SKTLLS Definition
Process :
AR Fh”ﬂ-, :

AND ABILITIES THE
i e o

LOMPANY IS SEEKING.
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UNSTRUCTURED INTEF
UNSTRUCTURED INTERVIEW IS QUITE
LONTRARY TO STRUCTURED

INTERVIEW.

THERE IS NO
PRE-PREPARED

PQUESTIONS.
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THET
THE CA

N TE

NDIDATE CAN
FXPLATN HTS SKTLLS,
OUALTFICATION, EXPERTE
IN A DETATLED MANNER®"%

| e

INDEPITH INTERVIE U-

1O TEST T

b LEV

RV IEW

L OF KNOWLEDGE OF

Bl

.
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PANEL INTERVIEW

WHE
CAN

RE A GROUP OF PEOPLE INTERVL

DIDATES, TV I5 CALLED PANEL L

FW THE

NTERVIEW.

]-_Y ENSURES MORE RELJEM&I&ELLINAPANELINTERVIEW

LNETHE SEEECTLON - 53,_ 2 g
OF THE (ANDIDATES& ==ty B
; &' ........_._,..,“/'

¥ the balance
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STRESS INTERV

51
TH

RESS TNTE

- EMOTLO

AVIEW L5

NAL BALA

CONDUCTED TO TEST

NCE OF THE

CANDIDATE INTERVIEWED.

INTERVIEWERS

CREATES
STRESSFUL

MRALLUATION.
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STRESS INTERVIEW QU
* WHAT WOULD YOU DO IF A COLLEAGUE TOOK
CREDIT FOR YOUR IDEA, AND GOT A PROMOTION !
% WAS THE STRESS OF YOUR PREVIOUS JOB T0OO
MUCH FOTYOU 1
* WHAT WOULD YOU DO TF A COLLEAGUE ADMTTTED

TO LYING ON THETR RESUME TO GET THE JOB, !
* WHAT WOULD YOU DO IF A CUSTOMER

VERBALLY INSULTED YOU IN FRONT
0L CO-WORKER 7

B—
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:

P

115 TN

FOPLE W

RVIEW IS5 CONDUCTED FOR Y

1l

H0 LLVES FAR AWAY FROM TF

URGANIZATION.

IT IS TYPICALLY CAL
AS PHONE SCREEN TN

;
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ONLINE INTERV
IN THESE DAYS INTERVIEW ARE CONDUCTED

BY MEANS OF INTERVIEW VIA SKYPE, WECHAT,
GOOGLE DUD, VIDEOD CHAT.

THEY SAVES A e

LOT OF TIME,
MONEY AND

PbINERGY

Online Interview Question:
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GROUPINTERVIEW

A GROUP INTERVIEW IS A SCREENING PROCESS
REYOU INTERVIEW MULTLPLE CANDIDATES

WHE
AT 1

1t SAME |

INSTEAD OF SPEN FIVE
FIVE CANDIDATES INDIVIDUA

ONE HOUR CAN BE SPEN i»
e N A GRouP. BE) (9 G

LME.

DING FIVE HOURS INTERVIEWING
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