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CHAPTER 1: Investment
Basic






This chapter guide you way and when should
invest.







	
What is Investment?





The money you earn is partly spent and the
rest saved for meeting future expenses. Instead of keeping the
savings idle you may like to use savings in Order to get return on
it in the future. This is called Investment.







	
Why should one invest?





One needs to invest to:

1] Earn return on your idle resource

2 ]Generate a specified sum of money for a
specific goal in life

3 ]Make a provision for an uncertain
future






One of the important
reasons why one needs to invest wisely is to meet the cost of
Inflation. Inflation is the rate at which the cost of living
increases. The cost of living is simply what it costs to buy the
goods and services you need live Inflation
causes money to lose value because it will not buy the
same amount of a good or a service in the future
as it does now or did in the past. For
example, if there was a 6% inflation rate for the next 20 years,
aRs. 100 purchase today would cost Rs. 321 in 20 years. This is why
it is important to consider inflation as a factor in any long-term
investment strategy. Remember to look at an investment's 'real'
rate of return, which is the return after inflation. The aim of
investments should be to provide a return above the inflation rate
to ensure that the investment does not
decrease in value. For example, if the annual inflation rate is 6%,
then the investment will need to earn more than 6% to ensure it
increases in value.

If the after-tax return on your investment is
less than the inflation rate, then your assets have actually
decreased in value.







	
When to start Investing?





The sooner one starts investing the better.
By investing early you allow your Investments more time to grow,
whereby the concept of compound in we shall increases your income,
by accumulating the principal and interest or dividend earned on
it, year after year. The three golden rules for all investors
are

1] Invest early

2] Invest regular

3] Invest for long term and not short
term







	
What has been the average return on Equities in
India?





Since 1990 till date, Indian stock market
has returned about 18% to Investors on an average in terms of
increase in share prices or capital appreciation annually. Besides
that on average stocks have paid 1.5%`dividend annually. Dividend
is a percentage of the face value of a share theta company returns
to its shareholders from its annual profits. Compared to most other
forms of investments investing in equity shares offers the highest
rate of return, if invested over a longer duration.







	
What are various options available for
investment?





One may invest in:

§ Physical assets like real estate,
gold/jeweler, commodities etc. and/or

§ Financial assets such as fixed deposits
with banks, small saving instrument with post offices,
insurance/provident/pension fund etc. or securities market related
instruments like shares, bonds, debentures etc.


	
Before investment





A lot of people want to trade in Indian
stock market mainly in BSE and NSE. Many of them go without any
proper information about trading in stock market of sub-continent.
People who are unaware about the basic rules of trading take help
from brokers, traders and agents. This makes a great difference
about what people expect and what they gain. This is because often
these middlemen are opportunists to procure their own profit
margin. Thus, often people do not get right ideas in trading.

There are some basic but crucial rules to
follow to become a successful trader in Indian stock market. Indian
stock market has lots of promising and profitable margins that can
transform trading as a fruitful experience. But, to provide an
eagle’s eye on the basic trading rules and information for trading
in Indian economy is must.

It is dangerous to trade in a stock market
without knowing its pros and cons. For example, in most of the time
it is too risky to invest more than 10% of trading capital in a
single trade only. At the same time doing overtrading is not viable
in Indian trade market. An individual who is trading in Indian
stock market must aware about his or her loss by using stop loss
orders. It is very important to know about those steps when a trade
profit can go against any investment.

The basic step can be started by opening a
DEMAT account in a reputed private sector bank or in a top rated
government bank. After keeping the minimum bank saving book
requirement investment can be done on trading in Indian economy.
There is normally no restriction on using a minimum amount.
Brokerage charge is 0.30% generally in Indian stock market. The
higher level of trading rate will minimize this transaction
level.

In Indian stock market it is smart work that
not to enter any trade market that is not active or unsure about
its own trend. It will be a stupid idea if a profit is left to run
in to a loss in an Indian economy. While trading if any doubt
occurs then it is wise to get out immediately. Trading in doubt is
the same like risking money without any potential gain.

If an individual opens up a bank account in
India for trading purpose then the respective bank also offers
simple to go with trading ideas and steps right from their own
desk. These trading tips can also be acquired from bank’s official
website. For long-term trading policy in Indian stock Market it is
also important to through trading management books on Indian stock
market.

It is experts’ suggestion to distribute
risks or shares equity for various market profits. While trading in
Indian market it is important not to limit orders. A separate
account is needed for allocation of profit margin after completion
of a successful trading. Sometimes it is not profitable to buy a
share only looking at its low and high rates.

The marginal utility or
the desire level of an individual is always in upwards curve. So,
an individual must not get out of trading index only because he is
impatient. Stocking in any market is like angling. One must wait
for the right opportunity in a calm and quite manner for investing
when index is in plus. Very high volume stocks are always perfect
to trade from this point of view.

The option to buy directly
from Indian Stock Exchange is provided to every Indian citizen.
Foreign people living in India can buy through Indian financial
institutions. For NRI-Non Residential Indian people, portfolio
investment schemes are required to fill up which are shortly known
as PINS. People living outside India can trade through their
associate bank in India by simply opening an account and filling up
PINS. The most simple and easiest way to buy an Indian stock by an
American is to buy American Depositary Receipts ADR. At the same
time, Indian mutual funds are great options to maximize profit
through trading in Indian stock market. When a mutual fund for
Indian securities is bought a person can enter to a diversified
portfolio of Indian securities. Thus, happy trading in Indian stock
market can be occurred with an intelligent





















































CHAPTER 2: NSE AND BSE

This chapter covers all basic about stock
market.







	
HISTORY OF INDIAN MARKET





People buy goods and services in a place
called market. However, when the people need to trade in stocks,
shares, debentures etc. there is a specific place where one needs
to go. One cannot deal with these items in a normal market place.
Thus a place or a platform where the trading of these shares and
stocks takes place is known as the STOCK MARKET. The price of these
shares and stocks is not considered by monopoly; rather it is the
demand and supply forces of the market that determines the prices
of these shares and stocks.

In earlier times, the trading, that is, the
buying and selling of shares and stocks takes place at a particular
place known as stock exchange. Thus, the person needs to go at that
particular platform if he or she needs to trade in the shares.
However with the advancement of technology, this process has almost
become redundant. Now, the trading of shares and stock can take
place electronically. There is a tremendous reduction of paperwork
as everything has gone online.

Origin of the Indian Stock Market

The Indian stock market is not a new
concept. It has a history of about 299 years old. It was in early
18th Century, the Indian Stock Market History main institution that
is dealing in the trading of shares and stocks is the East India
Company. Later by around 1830's the main dealing in the shares and
stocks (mainly in bank and cotton) was initiated in Bombay.
However, the items in which the trading took place increased
tremendously by the end of 1839. There after the concept of broker
business was started which show momentum in the mid 18th century.
This concept has attracted nm\ember of people to indulge in the
trading of items. By 1860, the number of brokers who are dealing in
the trading of items goes up to 60 in number. Further, the number
of brokers increased from 60 to 250 in around 1862-1863.

However, around 1980-61 there is no supply
of cotton from America as there was civil war that took place in
America. Due to this, there is a concept of Share Mania that took
place in India.

This is the era of 1980 in which the Indian
market had the initial flavor of the trading in items and the
concept of Stock market. Thereafter, it has shown significant
changes both in the pre-independence era and post independence
era.

Pre-Independence Era

The concept of stock market place was not a
very systematic system. People who needs to trade generally
gathered on the streets which was popularly known as the DALAL
STREET and the trading and the transaction used to take place from
the Dalal street. It was in year 1875 that the first stock exchange
was formulated in the name of “The Native Share and Stock Brokers
Association” which is presently known as the ” Bombay stock
exchange”. There after it was in year 1908, that the stock exchange
in Calcutta was formulated known as ” The Calcutta Stock Exchange
Association”. This wind of stock exchange has also shown its pace
in madras in 1920 resulting in the formation of the Madras Stock
exchange which was started with around 100 brokers who are trading
in the madras Stock exchange. It was in 1934 when the Lahore Stock
exchange was established. The Uttar Pradesh stock exchange and the
Nagpur stock Exchange was established in year 1940. In year 1944,
the Hyderabad stock exchange was established. It was not until 1947
that any stock exchange was established in Delhi. It was in year
1947 that the “Delhi Stock and Share Broker Association Limited”
and “The Delhi stocks and Shares exchange Limited” was established
in Delhi

.Post-Independence Era

There was shutdown of various stock
exchanges in India due to the depression that took place after
Independence. It was under the Securities Contracts (Regulations)
Act, 1956 that various stock exchanges has got a recognition as a
recognized stock exchange such as Bombay, Delhi, Hyderabad, Indore
etc. there are several other stock exchanges that were established
post independence.

Thus, the market of stock exchange in India
is tremendous and is growing with leaps and bounds.


	
NSE





National Stock Exchange of India

Location of National Stock Exchange in
India

Type Stock Exchange

Location Mumbai, Maharashtra, India

Coordinates 19°3'37?N 72°51'35?E

Founded 1992

Owner National Stock Exchange of India Limited

Key people CA. Chita Ramakrishna (MD)

Currency Indian rupee (INR)






Market Cap US$1.178 trillion (Oct 2012)

Indexes S&P CNX Nifty

CNX Nifty Junior

S&P CNX 500

Website www.nseindia.com

NSE building at BKC, Mumbai






The National Stock Exchange (NSE) (Hindi
Rashtriya Share Bazaar) is stock exchange located at Mumbai, India.
It is the 11th largest stock exchange in the world by market
capitalization and largest in India by daily turnover and number of
trades, for both equities and derivative trading.NSE has a market
capitalization of around US$1 trillion and over 1,652 listings as
of July 2012.Though a number of other exchanges exist, NSE and the
Bombay Stock Exchange are the two most significant stock exchanges
in India, and between them are responsible for the vast majority of
share transactions. The NSE's key index is the S&P CNX Nifty,
known as the NSE NIFTY (National Stock Exchange Fifty), an index of
fifty major stocks weighted by market capitalization .NSE provide
platform to trade your share

Here is the list of 50 companies that form
part of CNX Nifty Index as on 30 November 2012:

Currently, NSE has the following major
segments of the capital market:

Equities

Indices

Mutual Funds

Exchange Traded Funds

Initial Public Offerings

Security Lending and Borrowing Scheme

Derivatives

Equity Derivatives (including Global Indices
like S&P 500, Dow Jones and FTSE )

Currency Derivatives

Interest Rate Futures

Debt

Retail Debt Market

Wholesale Debt Market

Corporate Bonds


	
BSE





BSE, (Bombay Share Bazaar) is a stock
exchange located on Dalal Street, Mumbai, Maharashtra, India. It is
the 10th largest stock exchange in the world by market
capitalization. Established in 1875, BSE Ltd. (formerly known as
Bombay Stock Exchange Ltd.), is Asia’s first Stock Exchange and one
of India’s leading exchange groups. Over the past 137 years, BSE
has facilitated the growth of the Indian corporate sector by
providing it an efficient capital-raising platform. Popularly known
as BSE, the bourse was established as "The Native Share & Stock
Brokers' Association" in 1875. The following is the top index that
is trade in BSE called SENSEX

The following are the sensex 30 stock












	
Bank Nifty





Bank Nifty represents the
12 most liquid and large capitalized stocks from the banking sector
which trade on the National Stock Exchange (NSE). It provides
investors and market intermediaries a benchmark that captures the
capital market performance of Indian banking
sector.


	
Mid cap index





The medium capitalized
segment of the stock market is being increasingly perceived as an
attractive investment segment with high growth potential. The
primary objective of the CNX Midcap Index is to capture the
movement and be a benchmark of the midcap segment of the
market.


	
The CNX Midcap Index represents about 13.93%
of the free float market capitalization of the stocks listed on NSE
as on June 30, 2014.





The total traded value for the last six
months ending June 2014, of all index constituents is approximately
22.31% of the traded value

The CNX 200 Index is
designed to reflect the behavior and performance of the top 200
companies measured by free float market capitalization. The index
comprises of 200 such companies that are listed on the National
Stock Exchange (NSE).

The CNX 200 Index is computed using free
float market capitalization method with a base date of January 1,
2004 indexed to a base value of 1000, wherein the level of the
index reflects the total free float market value of all the
companies in the index relative to particular base market
capitalization value. The method also takes into account
constituent changes in the index and importantly corporate actions
such as stock splits, right issue, new issue of shares etc. without
affecting the index value.

Market Representation

The CNX 200 Index represents about 87.45% of
the free float market capitalization of the stocks listed on NSE as
on March 31, 2015.

The total traded value for the last six
months ending March 2015, of all index constituents is
approximately 81.48% of the traded value of all stocks on NSE.

Selection Criteria

The criteria for the CNX 200 Index include
the following:

Top 300 companies ranked on average
free-float market capitalization and aggregate turnover for the
last 6 months form part of the eligible universe for selection of
companies in the index.

The company’s trading frequency should be at
least 90% in the last six months.

The company should have reported positive
net worth.

The company should have minimum investable
weight factor (IWF) of at least 10%.

The company should have a listing history of
6 months. A company which comes out with an IPO will be eligible
for inclusion in the index, if it fulfills the normal eligibility
criteria for the index for a period of 3 months instead of a period
of 6 months.

Final selection of 200 companies shall be
done based on the free-float market capitalization of the
companies.




















































CHAPTER
3: Stock market
basic





What is an
‘Equity’/Share?

Total equity capital of a
company is divided into equal units of small Denominations, each
called a share. For example, in a company the total equity capital
of Rs 2,00,00,000 is divided into 20,00,000 units of Rs 10each.
Each such unit of Rs 10 is called a Share. Thus, the company then
is said to have 20,00,000 equity shares of Rs 10 each. The holders
of such shares are members of the company and have voting
rights.


Definition of 'Revenue'

The amount of money that a company actually
receives during a specific period, including discounts and
deductions for returned merchandise. It is the "top line" or "gross
income" figure from which costs are subtracted to determine net
income.

Revenue is calculated by multiplying the
price at which goods or services are sold by the number of units or
amount sold.

Revenue is also known as "REVs."

explains 'Revenue'

Revenue is the amount of money that is
brought into a company by its business activities. In the case of
government, revenue is the money received from taxation, fees,
fines, inter-governmental grants or transfers, securities sales,
mineral rights and resource rights, as well as any sales that are
made.


	
EBIT





As its name suggests, it is created by
considering a company's earnings before interest payments, tax,
depreciation, and amortization are subtracted for any final
accounting of its income and expenses. The EBITDA of a company
gives an indication of the current operational profitability of the
business, i.e. how much profit does it make with its present assets
and its operations on the products it produces and sells. see the
table balance sheet study


Net profit

The net profit is the total profit of the
company after all the expenses , tax, depreciation, in a pre define
time.

Definition of 'Profit Margin'

A ratio of profitability calculated as net
income divided by revenues, or net profits divided by sales. It
measures how much out of every dollar of sales a company actually
keeps in earnings.

Profit margin is very useful when comparing
companies in similar industries. A higher profit margin indicates a
more profitable company that has better control over its costs
compared to its competitors. Profit margin is displayed as a
percentage; a 20\% profit margin, for example, means the company
has a net income of 0.20 for each dollar of sales.

Also known as Net Profit Margin. he
operating profit margin gives the business owner a lot of important
information about the firm's profitability, particularly with
regard to cost control. It shows how much cash is thrown off after
most of the expenses are met. A high operating profit margin means
that the company has good cost control and/or that sales are
increasing faster than costs, which is the optimal situation for
the company. Operating profit will be a lot lower than the gross
profit since selling, administrative, and other expenses are
included along with cost of goods sold.

As the company grows and sales revenue
grows, overhead
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