UNIT – III. Financial Markets – II
7. STOCK EXCHARGE
Very short answer questions
1.What is meant by stock exchange?
	Stock exchange is an organized market for buying and selling of corporate and other securities.
	It is also called as stock market or share market.
2.Define stock Exchange?
	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.
3.Write any 5 stock exchanges in india?
	1. The Bombay stock exchange
	2.Bangalore stock exchange Ltd.
	3. The madras stock exchange Ltd.
	4.The pune stock exchange Ltd.
	5. The delhi stock exchange association Ltd.
4. What is meant by remiser?
	* He acts as an agent of a member of a stock exchange.
	* He obtains business for his principal.
	i.e. the member
	* He gets commission for that sevice
5. Who is called a broker?
	* Brokers are commission agents who acts as intermediaries between buyers and sellers of securities.
	* They do not purchase or sell securities on their behalf.
	* Brokers charge commission from both the parties for their service.
6. What are the type of speculators?
	1. Bull
	2. Bear
	3. Stag and
	4. Lame duck
7. What is meant by commodity exchange?
	Commodity exchange is an exchange where commodities are traded.
8. Mention the recent development in stock exchange.
	* The structure of stock exchange in india ha under gone a vasf change due to the liberalization process initiated by the government.
	* A number of new structures have been adoled to the existing structure of the indian stolk exchange
	Eg. National stock market system (NSMS)
9. What is the stock trading time india?
	* the normal stock trading time in india for equity market is between 9.15 am to 3.30 pm Monday to Friday.
	* It is closed on week days i.e.Saturday and Sunday.
	* It is also closed on national holidays.
10. Explain dalal street.
	* Dalal street is an area in down town Mumbai, that house the Bombay stock exchange the largest stock exchange in india.
	* It received the name dalal street after the Bombay stock exchange moved to the area in  1874.
	* The literal translation of dalal in Marathi is a broker and intermediary.

Short answer questions.
1. What are the limitations of stock exchange.
	1. Lack of uniformity and control of stock exchange.
	2. Absence of restriction on the membership of stock exchange
	3. Failure to control unhealthy speculation.
	4. Allowing more than one stock exchange in the place.
	5. Non- insistence of margin requirement in stock exchange ot in the case of produce exchanges.
	6. No proper regulation of listing of securities on the stock exchanges.
2. Explain Bull and Bear.
	1. BULL:
		* A bull is an operator who expects a rise in prices of securities in the future.
		* He is called Tejiwala
		* In anticipation of price rise he makes purchases of shares at present and other securities with the infention to sell are higher prices in future.
		* He is an optimistic speculator.
	2.Bear:
		* A Bear speculator expects prices fall in future
		* He is called mandiwala
		* he is pessimistic speculator
		* He is sells securities at present with a view to purchase them at lower prices in future.
3. Explain Stag and Lame duck.
Stag:
· A stag is 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 sells the shares before being called to pay the allotment money.
· He is called a premium hunter.
Lame duck:
· When a bear finds it difficult to fulfill his commitment, he is said to be stuggling like a lame duck.
· A bear speculator contracts to sell securities at a latter date
4.Explain 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.J.Pherwani (Popularly known as pherwani committee)
	* At present the national stock market system in india comprises the following.
 	1. National stock exchanges of india limited 
	2. Stock holding corporation of india limited.
	3. National clearing and depository system.
	4. Securities trading corporation of india
	5. National securities depositary limited.
5. Explain the national stock exchange (NSE)
	i) NSE was incorporated in November 1992
	ii) It is country wide, screen based online order driven trading system.
	iii) It uses satellite link to spread trading throughout the country there by connecting members scattered all over the india.
	iv) NSE has two segments, i.e., Delt segments and capital segment
	v) It has revolutionized stock trading in india.
Long answer questions:
1. Explain the functions of stock exchange (any 5)
1. Ready and continuous market.
	* Stock exchange is a market for existing securities
	* It an investors wants to sell his securities he can easily and quickly dispose them off on a stock exchange.
	* In other words he can convert his shares into cash and with the same case he can convert his cash into securities.
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.
3. Protection to investors:
	* All dealings I a stock exchange are in accordance with well defined rules and regulations.
* Any malpractice will be severely punished thus stock exchange provides reasonable measure of safety and fair dealing in buying and selling of securities.
4. Proper channelization of capital.
 	* People like to invest in the shares of such companies which yield good profits.
	* The saving of individuals are directed towards promising companies which declare good dividends over a period of time.
	* So, stock exchanges directs the flow of savings into the most productive channels.
5. 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.
	* The price movements are rendered smoothly
6. Seasoning of securities.
	* Speculators and under writers hold for a temporary period securities issued by new companies.
	* They unlock them when the market is prepared to absorb the new issues.

2. Explain the features of stock exchange (any 5)
	1) Market for securities:
		Stock exchange is a marked where securities of corporate bodies government and semi government bodies are bought and sold.
	2.  Deals in second hard securities.
		It deals with shares debentures bonds and such securities already issued by the companies
		In short it deals with existing or second hard securities 
		Hence it is called secondary market
	3. Allows dealings only in listed securities 
		In fact stock exchange maintain an official list of securities that could her purchased and sold on its floor
		Unlisted securities cannot be traded in the stock exchange
	4.Transactions effected only through members
		All the transactions in securities at the stock exchange are affected only through its authorized brokers only.
	5. Association of persons.
		A stock exchange is an association of persons or body of individuals which may be  registered or unregistered.
	6. Recognition from central government.
		Stock exchange is an organized market. It requires recognition from the central government
	7.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
3. Explain the benefits of stock exchange
  A Benefit to the community
	1) Economic development
		It accelerates the economic development by ensuring steady flow of savings into productive purposes.
	2. Fund raising platform
		It enable the well managed profit making companies to raise limitless funds by fresh issue of shares from time to time.
	3.Capital formation
		It encourages capital formation
	4.Fund raiser for government
		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.
B. Benefit to the company.	
	1. Enhances goodwill or reputation.
		Companies who shares are quoted on a stock exchange enjoy greater goodwill and credit standing
	2.Wide market
		There is a wide and ready market for such securities
	3.Raises huge funds
		Stock exchange can raise huge funds easily by issue of shares and debenture
	4. increases bargaining strength
		Companies whose shares rise in the stock exchange command higher bargaining power in the event of further expansion merger or amalgamation.
C. Benefit to Investors
1. Liquidity
	Stock  exchange helps an investors to convert his shares into cash quickly and thus increases the liquidity of his inverstments
2. Investors protection
	The stock exchange safe guards investors interest and ensures fair dealing by strictly enforcing its rules and regulations
3. 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.
4. Mechanism to trade security
	Stock exchange provides a mechanism by purchases and sale of listed securities take place in a matter of few minutes.
4. Distinguish between stock exchange and commodity exchange.
	Sl. No
	Basis
	Stock exchange
	Commodity exchange

	1
	Meaning
	Stock exchange is an organised market for the purchase and sale of industrial and financial security
	A commodity exchange is an exchange where commodities are traded.

	2
	Function
	Providing easy market ability
	Offering hedging or price insurance services and liquidity to securities

	3
	Object
	Object is facilitating capital formation and making best use of capital resources
	Object is facilitating goofs flow through risk reduction.

	4
	Participants
	Investors and speculators
	Producers dealers traders

	5
	Period of dealings
	Cash, ready delivery, and dealings for account for a fortnight
	Instant cash dealings and a settlement period of 2 or 3 month for future market dealing

	6
	Articles traded
	Industrial securities such as stocks and bonds and government securities
	Only durable graded and goods having large volume of trade

	7
	Price quotation
	As regards forward dealing only one quotation is possible
	For future dealings multiple quotations



5. Explain Lombard street and wall street:
Lombard street:
· Lombard street is in London
· It is a street notable for its with the city of london’s merchant banking and insurance industries
· Its oversall length is 260 metres 
· It 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 historic head quarters of the largest U.S brokerage and investment banks.
· The term wall street is also used as a collective name for the financial and investment community which includes stock exchange and large banks brokerages securities and under writing firms and big business


8. SECURITIES AND EXCHANGE BOARD OF INDIA (SEBI)
Very short answer questions:
1.Write a short notes on SEBI.
	* SEBI means securities exchange board of india
	* It is an apex body that maintains and regulates our capital market
	* it was established in 1988 by indian government but got a statutory power in 1992.
	* The headquarter of SEBI is Bombay.
2. Write any two objectives of SEBI
	1. Regulation of stock exchanges
	2. Protection to the investors
	3. Checking the insider trading
	4. Control over brokers
3. What is demat account?
	* A demat account holds all the shares that are purchased in electronic or dematerialized form.
	* Like the bank account a demat account holds the certificates of financial instrument like shares bonds government securities, mutual funds and exchange traded funds (ETFs)

4. Mention the headquarters of SEBI

	* SEBI has its headquarters at the business district of bandrakurla  complex in Mumbai.
	* It has regional offices in new delhi, kolkotta, Chennai and ahamedabad resoectively.

5. What are the various ID proof’s?
	1.PAN card
	2. Voters id
	3. Drivers License
	4. bank pass book
	5. It returns
	6. Electricity bill
	7. Telephone bill
	8. Pass port
Short answer questions
1. What is meant by dematerialization?
	* Dematerialisation is the  process by which physical share certificates of an investor are taken back by the company registrar and destroyed.
	* Then an equivalent number of securities in the electronic form are credited to the investors accounts with his depository participant
	* Trading in dematerialisationof shares commenced on the NSE in December 1996
2. What are the document required for a demat account?
	Investors will first have to open an account with a depository participant.
	The investors has to submit proof of identify and address along with pass port size photograph and the account opening form
	Only photo copies of the documents are required   for submission and originals are also required for verification.
3. What is the power of SEBI under securities contract 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)
	SEBI is also empowered by the finance ministry to nominate 3 members on the governing body of every stock exchange.

4. What is meant by insiders trading?
	Insider trading means buying and selling of securities by directors promotors. Etc. who have access to some confidential information about the company and who wish to take advantage of this confidential information.


5. Draw the organization struction of SEBI
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Long answer questions:
1. What are the functions of SEBI?
	1. It drafts regulations conducts investigation & enforcement action and it passes rulings and orders.
2. Safe guarding the interest of investors by means of adequate education and guidance
3. Regulating and controlling the business of strock markets
4. Barring insider trading in securities.
5. Prohibiting deceptive and unfair methods used by financial intermediaries operating securities market
6. Issue guidelines and instructions to business concerning capital issues
7. SEBI regulates mergersand acquisitions as a way to protect the interest of investors
8. Registering and controlling the functioning of collective investment schemes such as mutual funds
9. promoting self – regulatory organization of intermediaries
10. provide appropriate training to financial intermediaries
11. Performing the functions that may be assigned to it by the central government of india


2. Explain the powers of SEBI
1. Powers relating to stock exchanges and intermediaries
	SEBI has wide power 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 scrutining and other purpose
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
3. Power to initiate actions in functions assigned
	SEBI has power to initiate actions in regard to functions assigned
	For example it can issue guidelings to different intermediaries or can introduce specific rules for the protection of interest  of investors
4. Power to regulate insider – trading.
	SEBI has power to regulate insider trading or can regulate the functions of merchant bankers
5. Power undersecurities contract act.
	For effective regulation of stock exchange the ministry of finance issued a notification on 13th september 1994, delegating several of its powers under the securities contracts (regulations)Act to SEBI
	SEBI is also empowered by the finance ministry to nominate three members on the governing body of every stock exchange
6. Power to regulate Business of stock exchange
	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 take over of companies.
[bookmark: _GoBack]3. What are the benefits of deaterialisation
	1. The risk pertaining to physical certificates like loss, theft forgery and damage are eliminated completely with a DEMAT account.
	2. The lack of paper work enables quicker transaction and higher efficiency in trading.
	3. Trading has become more convenient  as one can trade through computers as one can trade through computers without the need of visiting a broker
	4. The shares that are created through mergers and consolidation of companies are credited automatically in the DEMAT account
	5. As all the transactions occur through the depository participant a trader does not have to communicate individually with each and every company.
	6. there is no need for stamp duty for transfer of securities
	7. Certain banks also permit holding of both equity and debt securities in a single account
	8. Banks also provide dedicated and trained customer care officers to assist through all the procedures 
	9. A DEMAT account holder can buy or sell any amount of shares
	10. One can also choose to take a loan against securities which are held in a demat account by offering it as a collateral to the lender.
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