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INTRODUCTION

o The term capital market refers to the institutional arrangements for facilitating the borrowing and lending 

of long term funds.

o It comprises the various institutions and mechanisms through which the medium term and long term funds 

are pooled and lent to individuals, businesses and governments.

o It includes various types of securities which are bought and sold to serve the requirements of investors and 

borrowers of funds.

o The capital market in India consists of an unorganised and organised markets.

o The unorganised sector also known as the informal sector , comprises the indigenous bankers, 

moneylenders etc who operate in the small industry sector, in trade and in agriculture.

o The unorganised capital market in India is unsystematic with no uniform policy.



INTRODUCTION

 It is free from any regulation and control even though efforts have been made towards this direction by the 

Government of India and the RBI.

 On the other hand, the organised capital market comprises a variety of financial institutions which 

mobilises private savings in various ways and provides long term funds in the capital market.

 It includes IFCI, IRBI, LICI, GICI, commercial banks, mutual funds etc.

 The organised sector of the Indian capital market is regulated by SEBI (Securities and Exchange Board of 

India).



CAPITAL MARKET INSTRUMENTS

 The Indian capital market deals in a variety of securities or instruments to serve the requirements of 

borrowers or investors of funds.

 These differ in their nature, maturity, interest rates, dividend, voting rights etc.

 The various capital market instruments are follows:

a) Corporate securities which includes preference shares, bonus shares, rights issue shares, bonds, 

debentures etc.

b) Shares issued by mutual funds such as UTI Master Shares, SBI Magnum, debentures, bonds 

represents smallest unit of lending.

c) Government bonds and securities issued by the central , state  govts and the local bodies.



CAPITAL MARKET

 On the basis of the instruments or securities, the capital market in India is divided into gilt edged market 

and the industrial securities market.

 Gilt –Edged market: It is the market for government securities. The Central , State govts and local bodies 

sell long term bonds or securities to public, banks and financial institutions. These bonds are backed by the 

RBI.

 Industrial Securities Market: This market deals in a variety of new and old shares and debentures of 

commercial , financial and industrial concerns. It is divided into primary market and secondary market. 

 Primary or New Issue Market: The new issues market represents the primary market where new securities 

i.e. new shares or bonds that have never been previously issued, are offered. Both new companies and 

existing ones can raise capital in the New Issues Market.



CAPITAL MARKET

 Secondary market: It is the market that deals with shares and debentures at the Stock Exchange. Such a market is also 

known as Stock market where various types of shares and debentures are actively traded by brokers, mutual funds and 

NBFIs like the UTI and GIC etc. At present , there are 23 stock exchanges in India. Among them , two are national 

level stock exchanges, BSE and NSE. The rest 21 are Regional Stock Exchanges(RSEs).

 Mobilisation of funds in the primary market by following methods:

a) IPO or Initial Public Offering: An unlisted company can make either a fresh issue of securities or offer                

its existing securities or both for the first time to the public. This is called IPO or Initial Public Offering. IPO 

paves the way for listing and trading of the issuer’s securities.

b) FPO or Further Public Offering: A FPO is when an already listed company makes a fresh issue of 

securities to the public or for sale of the already existing securities to the public, through an offered

document.



CONTINUATION

 Right’s Issue: It is an issue of shares to the existing shareholders in proportion to their existing 

shareholding. Right’s issues are usually made when the company wishes to raise further capital from its 

existing shareholders.

 Bonus Issue: A bonus issue is the issue of shares to the existing shareholders in proportion to the existing 

shareholdings. It differs from the right’s issue in the fact that the shareholders do not make payments for 

the shares. As the number shares in the in an issue increases , the value of its shares is reduced. This makes 

the shares more marketable.

 Preference Shares: It has rights on the dividends even the same has not been announced for the ordinary 

shares. Usually, preference shares are issued by companies to institutions. Companies which may need 

money but unwilling to take a loan can issue preference shares and the company gets the money it requires.



CONTINUATION

 Private Placements: Capital is also raised by the companies in the primary market by private placements 

whereby shares are sold to specified groups of investors such as relatives, friends and holders of shares of 

the the same industry/group/house.
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