CA SHRUTI AGARWAL CMA INTER FM- THEORY BHI HAI ZARURI 1

1

1+ INSTITUTION ANp INSTRUMENTS In
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Ques-1] Explain Financial Institutions 2¢
* Financfad fnstitwfon are bosiness organiséufon that au as
mobflisers of Saving & pUI Veyors of credit Finance.
4 ] K
7
\\‘\  The ffnancial business Or?‘deals in FAs such depositss loan,
secyrities & S0 oOn.-
e Non-Financial are those business or'j- which deads in real
asset  Such as mach?nrrq 5 eclur’,vment , real assets efc
\;Q(\,@}
L\
0> . |
Al Banking Ffnantial /8 B Non-\banking [Finanefcl
Ingtitution. | - Institiufon
Those Tnstitwtfon, Those Tnstitutfon s which actas
which pa:r:'crpcuc n 8 Pumjors” 4 thuj will not
T ] oraedit
Ccononm.i's Poﬂ-_s;f_s_rcm. create Tredit.
|
t4=-t1C , LDBI
Al Financial B) Non- Financ¢ial
Intermedfarfes Intermediaries
Those Tnstiturfon which Those Tnstitutfon which do the
are {ntermediaries between loan business bur thefy
saver & Tnyestors | t resources are NOt difectl
AKASH AGARWAL CLASSES ; 8007777042
lend monty ds well mobilise obtafn From gavers-

savfng.
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w
2
@1’”'?1 write about Reserve bank of Indig 1%
e o l ny N
® The Oriqin of Reserve bank can be traced to 1926, when
Royal commission on JIndian currency & ffnance - Glso gnown
" Hilton - \{C*Lfﬂc’ - Commissron”
* Tt 1Ts creation oF central bank—to-geperatfe control of currency
& credit from raovci banKTnj Facilities +hroua,how_ww'un}.
L

Rescrve bank 6F Tndia Act,1934 established Reserve banpk as

banket to €G & Set in motfon a Serics 0f actions: g start op.
1935 -

Toda)\i's__RBI bears some resemblance o mi’ﬂ:‘nal Tnstitutfon bw
missfon 0 E&FandeQMr%_dcePen_eq ) broaﬂncq__,_fncreas‘fnﬂw ew

¥ RBI aa Glance

. Manag/uj bq_ce_m[ai_ board of directors-
- Man ger Of _Forej’gn_ ¢x change reseryes-

- Ranker & debt manager to goverment:

- Suvpervisor 0F paymenr Sysiem-

- Bankers 0 bank

MaTma\“n?n? financfal stabiirrﬂ
B Development  Fun(ion -

\

Reasearch » data & Knowledge Shqrfa?,,

AKASH AGARWAL CLASSES 8007777042



‘

CA SHRUTI AGARWAL CMA INTER FM- THEORY BHI HAI ZARURI 4

Ques-3] E Xplain structvre o mf];m','r;r_-;_ti'r;-n & (overnence of PRI 217

|
The Reserved bank s wh0||t1 owned b‘1
Goverment of India -
l
The centrat board has$r|mar a,wnonnj
for 0uer51=&hr of Reserve bank:

w/ X7 4 |

The Central board of dieciors fncludes:

o QFfffcid) Director £ "\ o Non- obffefalsdirkcrs,
J [ 1 Governer y Q! 4 Df_ffﬂtOf_‘_NOLﬂ?ﬂaiwb%
9 & Deputy Governersl o o B G lorBesent oo

ar_max-

_\W\ /. 310 Ditector = Nominaiz) by
- B U\ ] - __"Q fipcrtr'& Various

- \ U\ L ./ _S_&an_:ms cwnm.

3] L rcFrescnrq.tlovc ~___6L1 Cq-

e Ho\qu 0F mectmq ofF
board -y W T .

2) | mtcti'nﬂ — ar mtn — each quarter.

AKASH AGARWAL CLASSES 8007777042
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* Committee 0F centrad
Board

e BRoard of Fnantial
Superyision -
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[ A) Current busTness ofF central bank

& tyofc Mmeets every Wweek
7 g e
on Hcdnesd&.«i :

=

B) Tt Focuses on current oPercuions,
Tnclud?nﬂ Gipproual of weekly Staseme
Of. acwounts:

AJ Rtlmwt & SUFcrUfsc_ commer bank:
Non-banking Finance comp CNBFCs),
~ Urban Co-0p bank:

_B-'l Rt_%l_u_c-tt d" SPPGIUTSE PG-letﬂ? Cff
Settlement qurcm

o  3Ub- committees OF CB —— Tncludes those on a Ingpection of

e locad board

AKASH AGARWAL CLASSES

~ AuditistafF & buTldanj.

[T A) In chennai, Kolkatas Myumbai¢
New - Delht rcFrmerTnj Lountry
q reca‘fons-

— B) Locau board members are
appointed by CG For 4 yrs terms.

8007777042
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082

Ques-4] Explain ml-r_nlr_"]f‘f‘n_m_l' v glrycture

}

8 The ELDUEN‘IU” 's Reserve Rank's Chief Executlve
o | (Joverner SUPer\{fSRS & directs the . aRedlrs & business of
Reserves banks
Follows f“L}, DEpaLY LIS St deprortin i, OF RRTL

Sl-no _Department TS SUb-Department B
Te MOI’_KttS 3 Intern_m Debt mamt Depattment

* NMonetary Poi_?f.q Department

o Financial market Department
2.  Research * Department of economic, & polity reasearh.

o Dep- 0F Stasfsties &fafo meme -

3 _Rg{awu}iqn,____SuPrrufsfon o Dep: of banKrnj SUfe_}uTsfqn-
& “Financlal sia_.bn'lfh}H ° DeF- OF b_ankfnj & N_on-bantl'm] Supervis

4. GUFCI’UTSFOH/.SEWI.C:,_; ¢ Dep- of Gov & bank department-

s Dep:-of curTenty dep -
e Customer Service dep-

- Support ¢ Human resource mgmt de_f)-
* Dep-0oF communication -

o Premises Dep-

. Llegaus Da})‘

o Iﬂi@ttf?on DeP

AKASH AGARWAL CLASSES 8007777042
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wes-s)  What is auivities & M functions of PRI %/

¢
I
The Reserve bank fs uUmbrella networK Ffor nNumerous
activities , oL reladed to naxion's Ffnanciad sector bv&onr.f
of il_”)?tal centrod -ban K- =
| * Nain activities o Funetions of Reserve pank are-
4 i 3 &}
. /. 5 Bankey & \
= | Debt manajcr
Banker to\4- ||
i B . ACT?VTEFCS d Rt LLJQ.! of S- .
1/ Monetary &
Autnority = functions ;
| #
Ns

Financial
Inclysion ¢

AKASH AGARWAL CLASSES - 8007777042
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Nonctqrw Auihor?'ftj— A) The Reserve bank oF Tndfa (ontry

credit & Formuwiate monetary pojicies

—B8) Tﬂa?n objccffvc.s are -

e Mqtntammj price Sftl,brlm’
. Ensurmﬂ acleq- Flow of credit

_-produwiive Sector of ewno

¢ Financiad §tgbl'liﬂj_.___

CJ Mont POIIch Dep (M

POIICl‘i
Fmantfcu Mat-De

» (Frp) handlc__d '

re Q_UUCLL D1rttt5x Indivect

_tu--d'
lfqbudqu mqmt op.

Inskruments 'PQP;[E“EFF”FC'“

Instrumcnt_l N

|

Dfirect Instrument

Indirect Jnsttument

Cash Reserve

=l Sffli’umrti LTciquTI\i
Ratio ( SLR)

L, Refinance

B Facllity .
AKASH AGARWAL CLASSES j

- Ratlo (crR) ~

- l—vBanK Rate

Dk )

4, 0pen Martet operation.

Repo [ Reserve

Repo [ corridor

Ly Margined Adj. Faulit)

-—-—ﬂ(,lqll,ldirifoolé717%l ‘j J
|
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ques-6)  Explain Tssver of currency {72

\

®* The Reserve bank Ts Nation's Sole note TSSUTn% qwhor‘u’mJ-

* Alona with %ov»o_F_ fndia, RBI resFonsibic For dcsf?n 4 prod"
& overals mgmt Ot natfon's currency
w.?’rh c}_ou_pp tnS_Ur?n_(j adequare SUpPIY of clean &
qenvine notes-

* The Depof current mgmt ol central ofFice , Mumbad Corporato
with {ssue dep of Reserve bank. across oFFfces India cumrenuy mom

vy :

% \D[TQtTnj_P[eSSCS acri’\rclj_pr?m notesg— Dewas |, __Naclh.anmAesn
11\ \Nasik o M@harashtrq -
Y Mu{sore s karnatakaq-

salboni, west bem}cu :

Gues-T EXPIGTO Banker & Debt mar‘.a%erto_ caovwmenrzza

i

> marm?rij c?o_uum_cnt_:s bank_?n___j transaution fs Kuj role 6F RBI-
— [ike individuats , businesses & banks, Qoverments needs
o banker t0 L&WW.J ot their  businesses s banks , goverments
need a banker oluser @ Flnancted trans s e Ffective
& efficiert Manner

— RBI act as a banker o those ¢iate %OV that has
enterned info an agqieement:

—® As Centrad 9oV, Reserves bank Maintain QLLoWnus,

AKA%QQWA%MEF{F% N0 Make paymery our oF these anoudtPTTTES o

ov.
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¢ Role, as banter € debt mar ager "0 Qe

nuudes severed drstindt  Fug

'

1) Under bankTnq transautfons for centrol & sraue gov- to
Faciiftate reu_‘f‘:-g_d’(__ Pou?mg_nr of ~maincaing atiouns

2) Manag! . domesno debr witn objuﬁm of rCLl:.If_;j
F&q. Qry UN 0Ff PUblIC deblt in (oSt 4 tf‘fwlw, Mmannper

3 De_yelopfncj market For aou.Seewrities to enabie ?cucrmen*
to raise debt at rcasonablc cost»

4] RBIS f;,__(_ctrromc, ngsrtm a.u.rodelca.Luj Lonsollda.l'u@u
OF CFW trend. o derermine net Financiod Posmon

Ques-8] RBL. s Knotheas=—{30 nkers —tommani-XJ

—

1 Banks are requ”ed [O~mafntain

Porrrt}n oF their demand & tlmc, = 7—_] Th Meey O Malar
(Tabilities QS caSh Reserves width S currenst  AlC LOIth regerve
Bank Regerve bank
4) These current alc also 3) Current Quowntob

o o 0 o L 2 - 2

nta | ron Lv nks ar
Tal 1q nequor Pﬁart cipa L miL rduad baar e
i centrallsed & decentrulsel bem? opened 1IN e-Kuber
ycujmema S\derem are used In b\1 banking dep.
gqu‘fﬁ’m:] InEEr- bank transourion.
Spch (-lt’ﬂrfﬂ;\ UN\QCLL(T“’“ Ot clean

AKASH AG&RM'[?W“LU{L}HS delween Q bankg 8007777042
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(l

/-"\': [;HH'H’F‘, [D Bank; }"'(’Ie.]‘_-"'f Us DI /

|
1) Enabling smgoth, SWift & seamless
Clﬁgrrﬂ? & Settlement oF Inter banK obf?gat?m

<] (prOVfdfn?, efficient means Funel transfer tobank-

3) Acf?n? a,s lendexr 0f last repOLE:

Ques-10]  Explafn Qaay{m..rr?m.j Role OFLRBI 222

— ERRY P! critfcad role-fo ?m:z ensu:i’ncj____sefﬁt_j &
gound n'ess of banmnﬂ E&Ste

e Mafntaimgg Finanua.l. Srabmr?@z PUb[iC. ¢pnFidence

kN stsrem

o Reserve banx. requiares & Supervises nations
rmanucu jstcm

-

—

* Reserve bank rotects intereat of chG:',ll.’ﬁfS) ensures
Fframework f®& 61d_trl‘1 dcrtwrmtnt

l

'y

(/Commercu "\) (_Urban (Jﬁ;f;:%
Bam;g 7 Qco oPcru,hv’t% Rurad 5
'/\»-\J il ng\’i\/\ @anb Ea
ulatee Dep.- W ot ex) b cﬁ R l,ua\}lei
Cjbc:ur\ln IS;JP-& Dev, guc}jacrwse,q blj rur(jx P[anmb‘jd’«
Sufmrwscu ch--oF urban bank crcdﬂ deg& fcr—
ERACAR R iR dep. vis el bj ((AB4%0 .
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>

Jes-10]  Explain Sewverad ;\‘t_,sycruTsmaP tools Used by RBI?22 -,

_

—

|

1J ON-SITe il e OFE-_SITE_ w3 ThEMATIC
INSPECTION 27\ " gyryeillance INSPECTION

— | __ el Board qunmal SUPcrUISIDn 0uer§ces

y _Rese a
e, rves  Bank reaummuﬁ & SJCFUlQM responsty

- I COnSUmcy wnﬂdencc &  Erust CDf\FldH\Lc CULb

1Y Fundamerucu o proper. memnﬁ ot banx

g gy
— _A_b ﬂOUBﬁS Fmanmu (1101_ Regew@ b(l!\( h(lnd,hj

.\ - g}i tmhu s i

I —— &= a—) UCcngm AR
b 'Presr.ribmc} C ‘w&)@rem_enrs y AN
- € Koniteun overence - '
D Regulat

eregt ra,he n SPCUPIC arca.s
—_— Sttttnﬂ QPPIQPHMC regulat
1 kD Imu::rnt rewnfjnlhon asset

LV L lnuulmcm Valuation .

4 NOrms relaney
Classiflcation

~ AKASH AGARWAL CLASSES 8007777042
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13

wes-ll]. RBI as a tf(\rs'{f}n Exchange manner &

) Rulujr,ufﬂj transaution reledtes

to_exttinal Fautor & facfiftate devolp
Reserve bank plays a ForcffIn exthangc market:
key rolein r M-_M?B_nd’______‘_
a .VC,LDFMEnt f Fortfin
exchan«;ﬂo 3 roles —=§) Engurrﬂﬂ gMoo kN Condiut & Order[uI
condition .

i

Forfr%n corre asset

a | — OMan
N y A° 1;3 reserves of wumru}

¢ Resave bank 1espensible for adminfstraiion of F_ore_l"}n
txchange Mgmt 1999- '

o Foreign exchange dt‘? ( FED) reslpcmsiblt Fou leqduimi’or?
& divolpmens OF market-

o foreign wchonge rale reflevts demand i Supfty of
foreiqn f’“ﬁhr\fjﬂbm"??ﬂ% from trade & Cap. tran sadion.

e RIS Financial Markrt Dep (FND) participares i Foreian

eXchange Markep under gales /chhasu 0f Fovﬁ’jn cﬁ'uencq‘
4 \ i

AKASH AGARWAL CLASSES . 8007777042
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o & Gop
y - A . - ¥Wal O " 4 Hl o g
f‘r‘il’{lf”f’/'l'. K .{_JP”U[E..IF TJ_dJrfTI.{ 1 el meny
—— / J

ng-m Role RBI as Ked

|

The ayment ¢ settlement Systemn Act , 2007 (PSS AcCt)
fres reserve bank oyersign a'w’w”hf mr,budmﬂ
Q?LUCUPOFI ¢ Svpe(ursmn

ThUJ Consist oF alldfverse arrangements that we Use

_ _There are 02/ tiree Shuuuwe

l 14 2
1] Provide basic _ - o 2] Focuses on Super-
Frame work f& .oUr |1 vision OF his
pasyment _System: Frame uwork-

Most Opam,rc 5e,wmlud Pa,tme of Indfm
Fnancial Nerwork usmgj dj‘ﬁ[rai g{"ana,rwtu -
Fon varlel,u SLdSI‘EIY]

. : J!
] Retall payment system 2] LQrTg value Sysrem -
Fdﬁ!lftaﬂﬂj Chtﬁuc cleahmj, J(RTGS) = fund transfer
eleuronic funds transfer, 2) Securities Settl System - g o seo Mo
through na tlonal eleurronfc 3] FOrcF’cfn tRChan ( iecu-mjw ForcT?ncW
fund Transfer ( NEFT) , U (PSS) - Reserve bank paymen
Ulk Pﬂ*jmmt' & gettlement system-

- WR"P’N—!@-B?)E%CQJ Clearhopuses- §)(IT) — Res- bank mtsooapf‘f?gkjﬂ“j

.
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b

ves- 3] E-.\’FIOTIW aﬂ('li“ﬂh'l'i‘ﬂ'fm]_ Financial -‘Mb]‘f!‘/} 0} RRE1 70
( l '
J Fnancdiad Stabiiity, has emerged os key critfead poife
%J o central banks TN wake OF recent globou, "
financtal  crisfs

2) Central banks have Cr“'fal _fole to0 Flﬂlj n aunteving
@bjww‘b J

3 In -2009, RB] SUUP dtdﬁco\xw Fmoncwru smtulm; W't to
Pus tnpiare @ contnuous momrcnmg mawro  Fip andar
Slas,ter‘ﬂ - |
~G) Londut macro Erudenhcd SUrueHla_ncc 8l Fs-
b) Outlofm model For QSS;ss_f’p_CJ Ffpdneiad stabliric

RS

I f% forwaad
| C) Pﬁ,garacae of haleleamuj ananucu S ab[trlj repey
d) Dweiopment OF time Series~OF core Ser of FiNandal
inditauors .
First Finantfal SiabTITHa Report (FR“beinq publfshed n
March <010

-

¥

*  [SR¢ are now bel publnsh on haur ‘fem“j basis -
'—JUn C? Dtb

. AKASH AGARWAL CLASSES 8007777042
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Ques-14) what s Role of Frnancial Incuston X Levelopmens?;
This role inciudes gnsurfn‘j credit availabaiit#,m
Produtive sector of conorn,«j*

: l

 Reserve bank added New instftuion as economy has

~ Some Insifrution  established RBL =

. - QS ~ "\

@) Deposit Insyrance & Credlt Gwmtc_:_(‘mw_@fon (1162 |
Lo (provide Drotection to bank depbgi@rﬁr?&_fahteg i

B Unit Trpst oF Tndia (1964) He First motpal fund of Courry|
Indystrial develvp- bank (1964) develop- Finantlal lnstit

&) Natloned bant/ For Aqr?cuUure_‘Q _R_urai_ie_vc_lo_f-__[mu)__

1

Fgrj_m_mt)_tfnij_ rv raJ__Cﬂ_ _qsa_r?_cu_uuxL credit -

d) Discound & Ffnance  House 6F ',fnd_fa__( (q89) mong_l_mqrm
Tﬂ‘tfrmed?ﬂf’ud & primary dealon gev. Setunities -
i

& Natfonwt Housing bant (1984
i o

B securities & leqgiﬁj_;o_[ oration of?__fn_dfa _l_lgﬁ) _

AKASH AGARWAL CLASSES 8007777042
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ET
I c Mé - . . 0 y . I rym " - <
Q!ge-r\ﬂ {_Uhqt 1.5 CO[T\[\}T‘HFM'H "I amn e . {-‘/,{Iilf‘ﬂr. }l’f[r’ Or r’[,rrfl’n han &Y 4
'\"L-\f\ﬂﬁ\?(.f['illl'l' ]-'(”‘.'l OF¢ IH'FI'[ 04 Craani Te¢)l MOJ ‘ MO )',- |ic
- 43 Y ) ’ / - ..
Commercial bant arce Ir--.m Stock™ companies draling
—_— £ o i 1 W
MONEY S  Credi b ~ereidd dtmand dAeposit Fiofy (
! "'?{)(»"5”9' (e _Q(CE’PI"".L\ 207 IQVTE QuDwp Or people

J
O Pﬁ-.(‘;ﬂ‘;'k} E 4

L

Tipes o Banks

1/ YA |

sche BH}

f B | {N;n - 8¢ hedute‘:ﬂ}
commereial | o | _ 2: Commerciad

bank: 1
N/ o ;e

A]  SchedVle commie/cial bank- | -/
A geheduled bank Ts so called-as included in (SCH-II]
of Reserve Bapk OF India Act, (234
Fono.w?nj_ 3 tondition bank must gatisfy -
/] Tt must have Paﬁd-UF Cﬂﬁﬁtqi A" Reserves a;ﬁmjcua
palue asstt at (east 500 akh. ‘
(7] RBI affaics are not conducted) Tn mananner damaﬁfr\%
(o Int- to dEf)osTtors- Y
W) It must CorPowTon £ not Fartnushﬂb

— Advaﬂtajeg of SCB=
D) Fec/COﬂCtSSTonai remittance Faeilittes Hr\rauah OFFice

of RRI 4 ents-
2) Borrﬁﬁn Facitity from PRI .-elepositin mcusamz do
1 La At 3 ? 777042 .

AKASH AGARWAL CLASSES 8007

—— 4
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B) Non-Sehedutee Bank -
| e ]

TIndian Rani FOrtfc(’ﬂ Bank,

J Indfan banks are those banks ohich-are Incorporaye
N india d( Whose hﬂcuj OFFicel are ?ﬂ Indio.

f

2] Foreign bowks are those banks L hieh <are Tncorfora}&_
OIS (0F Tadid & heowol offfcer ofs Thdio |

3) Thg& are ma,fmaneq Cash _teserve with RBIpraces .

[ [
Privare Buny =) ~ Public sector Bank
[ : l
~  Whose  at [easts - Thost bank which are
| 5!'/: Shares are Not Drivare seor.
holdx:j bj _Pr'r’vq,t&
Secrors- |
Ques-16) what §s Fhe Functions of commerciad banks 282
i L - _
P r— . [
?unKrn} FQS Norvt‘c‘mx*nci Funcitons
ﬂAcctPtuntc 2) Aduon(fno; ) Agenc 2] Genercd
of deFoshs Loan Services uﬂu‘t\d services

From public
AKASH AGARWAL CLASSES 8007777042
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19

* [Banking Functions -
a ACCeptance of 'Deposns from_ Pyblic -
(i) Dtmand olcPossz*
- TF ean be I Forio OF current account & Saumtj actount
These deposit are withdrawable QN? time bY depositers E"‘]
Cheques - i r
- CUfrent. deposits have no fntirc'st & nominal Tnterest

UU F Md Derog; ts - N
= Those deposits w il e Withdrawable _Or_w? after

gPecmc ?Erlod B y @ \ A\
Bl carn hf?bcr roite of [nterest:

(1) %wm?’awm— - \W/ nl

Peogle dBPOSIf Fixed Sum eUer? month For Fixed Pcna.}

bl  Advancing [oan - <
Rank irams'Uih_Ort term » medfum rerm & Long teym Loans o
meet  requirement 0F WC of fpdustriod unit & irading unTt.
(1 Overdraft — Bank grant 0D Facillr? to curr-aic hojder
Fo. draw “amt:
L71) f"o.shcred|t = Credlt cash a_%alnst h;_jPo%heca,t!oﬁ C"ﬁ c}ecd\s

(i) Dfscountf nc} Trade Bwl!f - Facilitate tracle € commerce
d 'S cownuir billsof exthange
_r_‘:’vj Term [oan — Traders di Qal riCU.,lJurISL‘) o.u]amst colladeray
(U CLuwltles
(V) Monej at cald & Shor t term adv — (jv.lshsu t’.rl:%{ not
v

AKASI-.I. AGARWAL CLASSES ex( ff.djﬂ? I‘[ d GJdS PO 8007777042
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® _ Non-Banking Functiopn -
4 dgue sotess

| . | |

- U Jt makes perfodic payments of subscITption, Rent,

INSUrance prem._as per. stqui'ng_ order._

2) Tt eotlects lﬁl);_Cbegu_eSa_BD e NN ) |

3) Tt acts as da: trustee FOL_PERECREYIORMLYS fomer -

4) /Tt acts o MMCT )

by | (itnem mflftﬁ Services -__ -__

| J — | |

J Lockus ax provideqd by bank at nomiai rare
2] «Provides  traveyed by cheque & ATN Faciitta, =
- ?J _B_On& I’_T“thl'ﬂt_aTr_) ___FOrcI__ n —t-&t.mrﬁj_c._ dtP: _—-?"— —
4], BanK undefwrites fssues OF Shayes _@_di_of driceins.
5] _ACC_EPii PUbITC Frouf’denr Fund dc__Pnéhs.“____ -

Financiat companies 2

~Ques-1TJ  Explain\Non- thg_fn_cj_

[INBFC) “oebined Und et ¢laue (x5 faraqra

agraph 2(1)
NAnUal tmpanies . 1498

of Non- bankwag £

e W
.oz banking. Financiad \companies Means only inon
bgn—ijir Finantfal  Tnstitution which loan company
M “hire Purchasc_umpam&”‘ My
¢

(NBFC) reqfsterey U] 1956 tompanies aud, fngqu n
business oF  loans & advances , Srock | ghares (3 Other
marketable Securities |Tke {ca_sf’ncj, hire ‘purchase  But

does not fnlude —

AKASH AGARWAL CLASSES

- 8007777042
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2\

D Pyx
L0ES NOt Include - - Agricudure astivite
(_’ Tndustriod ouivi |t

@ Purchase &1 Saie bf ;,“1 asods -
“@) Sales | Purchase / (orutrustTon

OF Tmmovasble property

(

* Different tu‘__pm b I\\_[BFC_}_“C_jTSIﬁf--J RBI

T @ It s carr f’nﬂ on _Pr‘fna?Pte busTness
a7 Of F?Qgﬁ?ﬂﬂ p sfcad Gsset  Such as
U Assct finance | oauumomobiles s  trottors 5 generod 3Sets,
Companyy fndustifal mMachines erc.
(18 Yy v
__b) Economfe activity < Tntome nor less
~ than 60+ toral assers & toras Tneome

SRR/ ok

— @) means a wmrcuug w hich
Is flpantiad "TnsHiturfdn

) TJnvestment
C,Dmrﬂm? (10 Lcorrljfnﬂ on Pr'mcfptc business Ct(c:jufsfrfw
; oF Sewwurities .

7— (L&) means pr'O\-"f\*Dﬂﬂ FPran ce
3) (oan wWheathey b‘j mq,;:i’r\;j loars O advay

meM\g (Lcl N aw-d Ol hey OLU'rvfIJf\,_

— BUF does Npt Include ASSBoftrgun ce

company. . .

AKASH AGARWAL CLASSES
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J Infrastruture finance ~ 0) which deploys at least 15y,
Compary of totad asset N infras- |y,

(7F0) | L -
b) MInTrwm net owned funds
JO0r:
- Minmum ©f rcui’mj 7 &
- CRAR OF (57 «

__ ) (IDF - NBFC )\ comp Facilitare

5 ; ! - L J

) Infro struature Debt ‘ Flow Eonﬁ term dtbta?r?ro PYO (et
Fung ~( 7DF) [_ r

%) Tssue OF RuPec or Dollar denom]ms
bond minfmum Syrs maruﬁtnj.

}‘OJ NBFC enqaged tn »
‘J Non- Banrfn? Finantial Fa“m?rjoﬂ. business of
u’m]’ﬁﬂa — Fowors ' (a‘

( NBFC - Fautors) L b) Financial busiress Showd constiy

asset atleast So Y. of totad qsse

&

not less than 507§ ross Tncom.

T [ a) which at least 903- bysiess
" 9og¢ Guraniee | turnover mort age business
mpﬂmt‘ (mQC) at least 907 Oi 3ross N cOme

— ner pwned fund s 100 cr.

AKASH AGARWAL CLASSES 8007777042
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23

. C"\{I:‘g—‘a‘\:] what 18 Rr_‘?ll[(ll_(“l{{f (t,h'lpp_{'-[upj ,H,{ rlP)f(.:, ;,

= y Y - ~ : & ) P s
The Reger ve bank oF Indfa enstruaed With rt }
i

OF \Ljulct_!fn;j d iﬂ,‘:ﬁ (NBFC) -
(Qbiffhgj _

Q) ensure healthy qrowth of fFinanefal ompanies -

b CﬂSUr:____cO_mPanfel Funt_}?on as a T)GH. OFfF _F?nancfcu

system W thin POIEAj Frame work.

16 q_ugj._,f_t of sourveillance & Supervfsfon exercisec] by Bank
Ovei NBFCs Sustained] bj_ﬁz_cp‘mgj_ devwm_cny take

' d) Te mc;l;_l_—_h?g___ncu.{_,___c(ar_rﬂ'cat_ff}ns___1‘0_ FOr_;T\_O_F ﬁuesﬁons
& onswers _b_n__‘;’r\ﬂ brought oUWk ba _RB1 -

| E'} It has been Felt necessary to g@P_qun rationad
underlying S A Chaﬂﬂezﬂ-

AKASH AGARWAL CLASSES 8007777042
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Bank

) NBFCs Fs reqistered under
Companfes aur' 1956+

FI"C?LUCUO"A? alt 1949-

e e
ISteree] Under bapgr,,
¢

Bank r

-

3 NBECs cannot aaept demand BOnKS cane 1S Qc_.é eIf drawn
_deposit- It camnot issue o Cheque. B\
_ self drawn .cheque. ) "

3 Paymens me thod ke NEFT Poy method (ke NEFT 5, RTGS 1s
RTQ I's POL_a partr of NBFG: part OF bank- =
__‘?J_ Lf)_ﬂr\_gancrron_Proggss s Loan s8anctfon P_oc.c.ss_-!s_rc hu

| ey & convdpient In NBFG | ¢ heule Sn bonk. LA
5] D_E‘_PO_ST'( insurance FQ_CQTFL}__ _This ol Elt?li’ a; au odfable
_of dﬁposit Tnsurance ¢ Crecit] O banks degasimr.-_ _
_Guarantee Corporatfion fe '@ |} . -
Not owollable to NBFCS -
Ues-e0)  DESINAS 'S S dher Lompanie & oS &P_\afﬂ__ Its /ER

e rone 02

Insuranr,c ]nd vskr

In India
. o | ,
B J |
: _
Fe ASH ACARWAL CIASSER ) ns. UFe Tnsu Foeherat 105
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e JInSurance Compan?es -

AN

U ’Thui are Ffnaneial fntermediaries as copect & Tnvest
m

[artae, amount oF premium:

2] They offer Prot,tchon to_inuestors » provide means
For GLLUE;zuuout Saumj ¢ hannelfse Funds to gov. S Other.
9] qhﬁl are tracrual S’dUlﬂ} 1cn_ci'cs Which Feceive ,

MOoSt

i thout Fan‘; gteacy fnflow. o
o ?e sion plan . La

a] Jn mpst cases long term [fabilTtTes o mamj policies are
held for 30, 40, 50 & even ma years .

5) S0, l?qufdrtt? s not problem OF Lhemn & majo; actTvities
felid long term [nuvestment -
6] Insurance busfpess consrst sPrccuMn? over tfme rISKs

4 sharf’n} between persons &b O'u?,

Funds reca ylar Contri-

. Functions of INsvr-comp -

] Issue appifcant certificare oF wi e Specifying requisite
fstration s renew modify with dra0, qUatificosion, code of
Quspend o1 canced rCﬂTstrCUTDn- =% Conduu & practfcar
tramlnj For intermeelfarie
3) S pecif n'na code of conduy “— 4] Promo:ﬂ% eFFTc
For sorvu(fofs & 10ss QsSsessors- condunt ofF YInsuran

5] Promor‘ma &re%:.uar\n,? Professionad 67 Lev.,d‘,"nj Fees & 0 the
OUa connetted] with Trsurance < I Qho.r‘?cb For Cer(anrﬁ
re-fruvran ce business - Gus purposes of Act:

)
HOSPSIRIS s Cunurtontny oF Tartfr auvisowy EBRREee
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Ques- 2] Explaip Pepsion  fUN 1

W Pepsion Funds gqrown ftapidly b”ﬂmc’P“mﬂ“z
Vehicle of tetiremen t bcneFit,SawﬁO] & Income in

mamul countyles -

¥ PP A jcncmllg Sponsored by private . employers,
oY SR labour Unfons.:

¥¥ TP benefits promisey ln] -
4
| |

~ Funded “Pension UnFunded ppension

1 ol VNS \ Platn |( UPP)
Y I | —\W/
- 7F benefits promisty = Tt benefits promiced buy
PP are secured b Sponsor depends snjm{m
assets S|>ec?Fi’(au,2 deaicated ~ credit &€ pot by anyspis
for purpose;.Js Calied (FPP). ~ cootrls o be maele fea afker

L?eou{_, s caued (UPP)

Explain ¢la dsiFic aurton Of  Pension Plan (22

o Deffned Beneffts e Defined contribu: . l"~1j~als—?aa-;c

Pension plan ( DBPP) Pension plan ( DCPP) Pepsion plan
( PAYGPP)

AKASH AGARWAL CLASSES 8007777042
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21

L]

) Under (DBPP), finak pensfon Ts
pre- de fined based on  fnaol ’alarj

& perfod ofF under service.
] DB Frntd BencFitS

Pension plan (DBPP) - L2) Most pengion plan offered by pusite
secior enterprises daou as employer
“n-Tndtas DBPP varf(ni,

2N ) DBPPs involve consfderabie cosr

. | Lo OF _employer. .
| Ll B i] DBPP Eyplc establish |

| et ]| /. Sep- trust fund < conunShares bonds.

J "lht cm]:ﬂo«jct Ci« emgoljgr Mmake
® Deme c,on,rrubu,non

Pension pian (DCPP)

pre- determinesd Contrpuifon eaun
ear, these Funds ate Tnvested over

[— _t_r_\Od of t'me retfrement of eMploy

2] EmFIOljee w1l f}tt certain amount
which wowa yse Purchasc, an
annuh?=

) Tt s also Known as ‘Monetj Pension
Purchase Pplan’

AKASH AGARWAL CLASSES 8007777042
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P 0 ]' J In European count res o f’nclud?nj

o ay-as- you- g4 ]

(chnSi'Der? Plf.laﬂ France 4 Qtrmamj Pf‘iﬂSIoﬂ Qre bajy
(PAYGPP) rhrouc}h PAYGPP 4 UNder CU”:m

eMployees poy Y- OF thelr ncome 4

":gj -]Q _[__).S_; therenas. been trend towge
ﬂzcﬁned_ in- DBPE_S_&' Tncrease Depps.

Ques-23)  Expldifhcugrefit  Pension Schemes §2 A

IR N | { Goverment

Employees Pension
J
Scheme

— \B @G\ = ————
— 0= (GEPS). whith Has been made mandarodd Eram 1495,
y- Tt _P_mv‘l’d__e_s_-*r - Q) Supemmuaﬂgnﬁﬂsm,______ N
== . N _b)__r_eﬁ_f?w})ﬂ‘ﬁ_@___i)_wf_@w;r_w'?d_owcrspsn,
3] Bencfits Puy as. @Mm?vqrr?ng 8.337 of
- cm!’iptjf‘{'_s t:ﬁTstTﬂ%_SMc_P_F_cgw‘j- -

9 G coni. amount

Sﬂl‘ U-_aiﬂ_nt j{_) '_' _ls_“(,'_ QF_ L&O_fﬁt__r;_sq.lqr
5)  Stheme _provides mint pension 500 p-month S rnax. pension 607.
Of Sa!ana.
) A_KA_SH AGARWAL CLASSES 8007777042 J
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Y PN
dank s 4

cm‘.“; lj{(‘."- Pension g

oCheme

v

J In (993, & Tnsurance cm[_sqoﬂug pcnsron Scheme (JEPS), 1943
are benefit of empioyec of public ¢ S€cron banks.

2] Thcg qre. Financed t’j entire emp| nyer portion

_DF__ PF contribution whith N0 (oF basic sqmr?

3_] FH\E mam bcneht ynder Scheme -

(_aﬁt_r_squrar\r\uat\on at+ 6o yrs of age % O Ak 33 yrs
OF Service) . J

50‘[- OF OUCY&?t basl’c salqrg du:;m? |lagt dO=MONLhs-

4) Addlrmﬁa.l ‘benefit of 0. awm?o of @blodA CES. ohich rank PP
bud No t, DA _d_Urf'n% last |o months
ameunts 2-4%e oF CI’YIPIOLjee scuor?_;

,_P_qu-t__

Admlmsttftd SUPfcr-
annvation fund-

.

1 Jeis stfpwored that he Can accumowase fund In Forms oOF
frrovocable tryst Fund durTnB cmpioljcmenr concern bux pensic
Pa*{““’“ , Suitable annultles purch ase From LIC

Q) l1c has Tntroduced 4 pensfon plan Tn past —

) Naristha Pension Bima Yojna ( UPRY)
M) New Jeevan Aks h(‘lL’ ( NJA)
AKASH AGARWAL OLASSES [eeyan Thhara (1 TD) 8007777042
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Ques- 24)

Aﬂ%el fund =
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“und 222
Explain concept OF An?u Fund 242

i] Anqel fund.-1S SUb- Cmfjorj af.venture CzLFttq,L Fund

(iodt?o tj 1 auernative Tnvest
From angeél Mhyestors

i) An El
4 not !eas theus
i Anﬂu Shvestor”
ahc}u_ Fu

means

ent Fund

Fund Sha|l accept s upro Mmax perfed, of 8yre”
F 35 lakh From angel Investors
persons

thod raises Funds

x)

N0 Proposes. to inyest

q Sow'sFLd 1 OF Fouow?n(cz condftion —

(@) ‘an $adfviduat Pfnuestor Who Nnet tanc}xble ossu [OF au

LR RO cr. rUPetS ex e di

vauue OF 'prin.residence

| has tariy_ smjc nvestment cx,Per:encc
2] has u&Ferwncc an Seriak tru:fe’:rcnum
3) Senior mc}m,r Professmm,u with |east. tOljrS OF expe+

. Investment tn Anjq fund

] 1
§eC 19D SEBIHBJOU"UH
- Angel fund Shall omuj rofse
Fund btj way of Tssue Units to
_Gnﬂﬂl investor .

— _ Anqel Fund corpys ax Least [0 crrypee
- Angel fund Shall accept Upro Max-per.
3 yrs & Pnvest oF 25 (Akh rupees:
~  Raise funds throuc;h privade placemen

by Tssve info.
AKASH AGARWAL CLASSES

1

gec 1Q9F SEBL r&cILUaJl'vn
- have been l.r‘:COrfochq
dun’nj prece- 3 yrs From
date OF (nvest:
-~ Tl0 OF (ess thanaSer
rupees -
- are npt promoted ¢
S ponsored relateed Tncluun
qrp TlO exceee 3wer

300 cr- rupee 38007777042
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:_'_f_L_‘L‘_“.?_-rl] G‘-"‘\‘Ym?ﬂ \ |r‘rlr1r Funds 2¢¢
—
Hed f] e Funds -
e o |
¥ Meantn

DHEdeﬂ funds are privare  Tnuertmemt wchicle Not open
10 generad 'mv_estmcn_tpuu.'cx

2] Hcdjc Funds ma!‘}CLCE!Crs CJenc'rq_,rc profie from botn
_|0m} Qs (WOtU _as “shelt position:

3] /Privale/narure of hedqe funds oFLcr\ SUlts both
_needs [0F “Tpvestors & manaqers.

* Fea,wres of thq_ Fund - _- ) 1.

] Rl krsk . pofidanee reb fine i\ io iz d R B For wirh
eq- & bond Market’ 1 \\\w/ vJ
2] ElexThility [ n TAVest men Option -

3J VC]H'EL | '.r'l terms OF mvui rEtUTDS_,_VO[CLJ'[HLj Cf-R[gg,
4) COhSlS’rtntj Of “feturns & capital preseryation -

* Hcdj?_nj Stro..lpa[_ei @9}"?@9’_-_?“ o O_F_- e

|
N I —

A Btujr\ﬂ short 8] Usfn_ﬂ arbrftracj ¢ ¢1 Treglfng option

@cuinﬂ sShares wjop \Scc!c?r}ﬂ to eaploTt cont ratt ohose v Ll e
ow‘fnj‘&htm I buuuj ' Pffﬁrf‘ﬂ Tnefeicienceies are base op performan
Fhem bCLLK ol FLU_UVC bttUJCCD rf_]&ﬂjeq OFundg,{ Tnﬂ F',oﬂan("u
deue ot rouoer price: SeLunities . asset s 1ndtx & orheriny,

AKASH AGARWAL CLASSES 8007777042
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D) 'Im_usffnj fn cxppifult'fon/
amfufjﬁaﬁni sp- event L
Merger transauion

_taKeover o SPIN-OFF, (eATstings
I Prouedfpgs_ e &V bc_:t_ngrgp_rcg.__

¥ Benefits OF-H_aj_e Funds - AA \ >

i secm’_ng HT_}hgr REtUMS = [ il L=

€) 'Inw.ﬁtffnfj in flﬂlmj

discoun t?nfj 3 LA I

Rost?[rz ____Cpfl’lpancs abour erter
fsving exdst - Financial dis tress ¢

Hedge. fund straje_ji’es qenerate posi ttve Feturns in both

___r_f’si'%d(__ Fq_lt_f'nj equity & bond markel: ]

) _Inucst_m,gﬂ_t_&gg -

Manr} Uncorrelated With each Other Prov?dc Tnvestors

3)  long Term Solutron =

Hf’_dﬂﬂ fund Pprovfde. fdead (Onq-term Tny. Solutlon, elimi nat

need correctlb;_ time tnmj & exiSt market-

%  Diversification -

i | Hf’drjc Funds Tn balanced portfolio reduces overall risk <

Tncreases  [eturns.

L Adding hﬁd‘]f’ Funds [0 TNVest - portfolio provi’dcg diversl fication

~ Not avallable fn tracu: antfnz,
AKASH AGARWAL CLASSES

8007777042 |
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Aes-26] L—',\'rl.m'n Function & Role oF SERI [g_p}uj_ atl on 22%

] |
w¥ N~
A~ TSERT
was tstaplished on
April 12, 1992—t0ith

SEBI aut 1992

|

“To protect finterest Of (fnvestor N Secyrities| @ promote develop.
oFf fe%mq;c._sewrﬁ'gi’_m market & Matters connected  Fherewien”

r—-_l_] SEBI has drawn Up programme For fnsFect‘?nS

_ T_’ \9 Sfock _cmhunjev basic O‘pJ'ELH_V& of TnsPauTcn is
(6] ) _Tmp_rpui’_nﬂ Functienfng  Stock exenange:
L Nk €
2 2] SEBL has:been authprised Fo conduwt Tnspeuton
0 of varfous mutual Funds -
A
S —3) SERI Tnrroduceyd no. of measures to reform
€ pn"m.anj Market In orderto make Stronger std -
B disclosure-
L
— 4] The process oF rtji'slran"on & Tntermedfarfes such
gtockbiokers has Provf'dcd under SEBL au (1992

AKASH AGARWAL CLASSES 8007777042
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— 5) SEBI has advised to stock exthange to coje
From companfes public Tssve, deposit 1% g
amt .

6] Merchant banici'ncj | bankes- have authoricey p, |
SGRY. :

1V S€R7T issue d requiarion PtrtaTnTnj b0, “Insider
Tradfnﬂ” N nov- (992 prothl‘tf’ncj d_caUngsJ
commuunication Tn Mmatters -

8 SEBT jssued q seperate Set tau:'d_eu‘nes for dev-
ffnancled fagtH twiion Tn Sep- 1492 Fox dicclosure
& fnvest- [crjqrdf_ng_ra?sfng their Funds -

HoooOmnooro =

—1) SEBI rujtuari’on provide _|qissez- Fafre relationshy
_between "variovs consHtdents murdat Punds. fo

e r

_Sﬁw_urai_chanjes fn Mutual Funds - l

—1°] SEBL has iScued dfectlfves to stock exchange
to ensure CONtract notes Qre TSSUed by brokers tv |

L'U n ju.uj.qug Mqrejam committee recommenclotion |
SEB1 Tssued No-of quidelines In sep. <\ oct 149
[0 Protedt Int- toTnvestor-

AKASH AGARWAL CLASSES 8007777042
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1 5"

Phet -2
Frnanc'fai Jnst - CAPITA.LJ MARKET

ques-1] Explain capitdddima ket £ Axpiath TESFunctions ¥

o W

Meanfng = #

(] CaPTtalh market s market For eqquj Shares & long ttrmdggc

2 In thTs_ market , capital punds ¢ comprising.-both equutj
debt Tssued are traded. 2%

3 Copitad market fncludes FPnanclfol Tnstruments. With more
than | ‘Maturit Porn,  omit bR

4] NMarket Tn which / Mmoney 7s pmwded Fwﬁpcnods longer thq

eon , AS rq?sfﬂﬂ_o{: Short tefms Funds: take Plate on Other

Mmarket: y/ M
511 TeTs Cajgjar?sc_u by - e equlty & /Ore#msnce S’hares
. f ConvertThle o{cbenfurcs
o Non-convertible a{eéen,(urcs
. @%7/ COnyertlble G/E.buuura
b ’-— A) )Y]oblhses lonj ttrm SaUmCJ to finance lonﬂ term
U fnvestments-
N B] Provide risk CQPTtaJ In Form of c,qw'nj.
C
T LCJ Encourajc broder owersm'[a of proa,u.l,tfve asset-
i
O dJ Lower the cost of transaufon § fnformatfon .
AKASH AGARWAL CLASSES 8007777042
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ZOoOHAD ®EmC ™

qal i cation th
e) Tmprove efficiency of capital ailo “‘“%h

cgmpufﬁ'w Prfr_fn?,'
— ] Enavle c’u‘fck vauuation of Frnancfal sy,
both _ equity 4 debt

|/ f;ﬁ_;i;if.ggefw_fonu_l_ _tF_Ff'cfen_u_? thfouf}h -
W/ V A 8_:"({]er# éramw:‘gnfmgw_a-

4 N o Lowm':; Settlemet f'@ﬂ#@

o (owertig trapsoautfen Necels .

Ques2]  Explaip Mimarﬂ_mqmet: & Cxpralf (s types OF TssUe market:

___3_P_r‘f_mqrj Market 7 market Poy new issyes.
B Nence 1t Is also -lgno_w_n_qs_"ncu_)__TSSUe Market:

~ TYPES OF NMETHODS ~

PRIMARY
NARKET

"y ¢ This refers to [ong-term Flow oF Funds From
~—SUIPWS Seckorkn_aov: & corpofare primary Tssus
to 0. bank & non-bank f1.

L | PUELTG JUSUR | = ¥ [ofe this Ts offer sale oF securities of

ONITSted comparu? For first time -

8] (FPO) this fs OFfer Of saue oF Sewuritis
b\j IS tey companies for First time

AKASH AGARWAL CLASSES 8007777042
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- @Ei‘g‘i’g — A) IF

Faise add7tfonal cap. u.i’srrmj Mmem bers Qre

company issue share In market o

aTUcn to First Prefcrenm: ko appl% for new
Shares

8) in proportlon 1o existing share holding, tnis
is known as ghare hoid?na(-/ R??ht fssue-

3 LBONUS ISSUE | =4 Bonus Tssue are Mmade by_the comMmpany when
: ™
it has hugqe amt oF actUmulated reserves &
wants to caPFtanze reseryes:-
B) Bonus shares are issued on Fully paid-up
~_ Shares _Q_n#,_t@ cxTsting SH ar free of cost:

¢ [ PRIVATE PLACEMENT] = 4] Tt Ts dfrect sate of Securities ko some
Specifiesl Tndividual ot /FI.

8) Preferencial Tssye atlot- OF Shares tO Selecte
W AR

5. | DEPOSTTORY RECEIPTS| — -

A] Tssue OF negotiable tquft, Tn,&tru-btj Tndian
c?mpanfcf For rfs?n.? copitatfrom
INternationad (apirw M Qrket-

BJ 63- ADRs » GDRs .

AKASH AGARWAL CLASSES 8007777042
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Gues-3) | Explain  concept OF Secondar? market 202 explatn  Funirion

SECONDARY ¢ Sccondarj market 1s market Tn WAk
MARKET t’xfst‘n’nj Securities are respld or traues.

T ~® This market s known-as SHOCK market
€ Visianitiid 07 SRR , Stlling of
_HHpse Sewurities~ohich have (araruxd Sloc

* Bombay siock Exchanqe (BSE) established by 1485, 1875,
Tt/iS oldelt/ ciock exchange Tn India . |
. In Indfq, 1 Stock c&manc]u» O]Deraﬁ'”-?f \y
] BSE
g Caleutta Stock exch NP Sl
2l Indidn Commpdit %:;_ng (¢ _
4] ¢ trogalitan—< roc & f,{c;‘aa;f;# ol Tndin.
o  Muttl commpdity Pxehdn. e OF Indie..
¢] MNationa! compodfty - ‘11 afr;?var_z'ej_ rxr,h;m es L.
7 Natonud Siocr extbange oF Jnclie EIGC

FUNCTIONS - |
J To contribwie economic qrewth E_hrguzh auocation of funds to

most eFffcrent channed ' H'\rou?h Process ofF disinvestment

oF ols €9 & debt Truh-

g 1o Facilitage IT?qu?r}4 marKcEaber?
Fafr dcaﬁm} toFmtw

3  To emuures o Mmeasure of SaFanj 4
Tnvestors Snvest -

4] To me"dc fnstant Vvaw atfon of SecuritHe caused t”j
Chamja (nteinad  envivonment -

AKASH AGARWAL CLASSES 8007777042
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Ques-4]

———

] [sting-
0

Ex Pla in stmilarftles between P Fima ,-,;
{

|
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<y Seronsdany Mmarket)?

|

)

<) Contys|

- One asped of TnsePa_ram
Conpettion between knem

= The Stock exchange

exercise considefabic

3] My tuas
jm:rdcfm.m

f
- The Markeks
for new 4old

seeurfties (osutd g8 dmuqa. control over grﬁ;_op_

A Nnew Issbess @ W\ gecupities are,
= The prauice of {_th:’nﬂ neo 45 \ ¥ __twrwmfmu,u[
issues on [Sfockk Market s = The new issvesdd” . an fme.c}m).‘

not Confirm FO preg--

immense LU?IIEE} o FOL‘CDTFQ.L
cribey stlpulatlon, =

Part 0F Sina (e
‘Nuegtor:

Marte- ai{a.cu

. S i StOCK exchange wbuly mar ke
. \<.\ww/ o N WD [
: \\ to them. vadue f
— /8 comp-perfor f
= e — V4 New fssue 4

| Ques-5]  Name & explafn. bypes of . sewiritles are trade) (0 sepercte
fharkets [N Stoek _uuhanc&r_ & |

A Equity Securitles
©g. Shares
Preference Shares

B-Debt securities
Debervures

Bond |

AKASH AGARWAL CLASSES 8007777042
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A] Efquft:" Securities

share rCPrr.stntS Form  OF Frau;l'gnq

e  Cauity shares — ! Equh .
1 ka which shareholder Freurional Owne,

Ownush’\r ] _
undertake maxi. enm))rcnwrfcu risk associaye,

~woith business yeruure-

/4 ZJ_ ‘Thuj fssUc Shares with diff ricihtq -
VOtEmcj j faqr\g:rjt___of___d_‘iv?dm-

* Pref shates —— ] Pref. gH are entitled to Fixed - dAvidend or
dividend calculates) o Fixed Frage-

2] _"[}:uj Qals0_enfoy priority over €9: Sharehold
_in_ paymeru od SUrplus - 1

/ L _
8] Tyjpes of PS=cumurarive & Non-cumwative

B] Debt Securities -

. Deventures — ] Debenture holder ?S_CJ\QL_QMCnt TSS;JQJ b«-&

— - com pany “under (fs tommon Seal aguknow-

| 14 1@%%“79_d_wholdcr- 'R |

2] Deb - hwlders are Yreauey as c,rul_itors OF

com pany, -

3] As per SEBT quddelines » ho public or
rijh’c [Ssue OF conver or nop-conver- debt sha
Made creeit rout Lg e btatned -

r\;ﬂ (ui m,.,j has obtaud

AKASH AGARWAL CLASSES 8007777042
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1l

CA SHRUTI AGARWAL

e | Bonds — 3 A pond Ts ﬁtaotfa.blc certifFfcate whleh entlifes
holder of r.Poudmcnt of princ. sum Tnt:

2] "Thua are debt Sewurities Tssued b aorrapamj,

vy %Ou oﬂu‘mj bond fnvestor lends rr‘aonuj 0

tssuer.
yues¢) Write Shiort noke On A merfcan T_L"fpts:‘it{s‘u?_ feecipt H_,«/
1/ » Y / 4 Amercan
e American _DtPosTtorj PtttTPts_FOPp_lqrhj DeposTEcwy
Receipt "*

known as ADRS- y
o  were introdued Tn Amerfecan Marcet 1927. l
e ADRSs are negotiable instvument denomi-
Nnoted Tn_@@_, fsSued b‘j_gt_t_ro_s_i'_tmﬂ bank-
A nonf__u_g_ggrp\?aw thox Seeks O [TSts TnUS, dtposm'rs
1tS share wofth bank recefves receipt enable comp: ssue ADRs .
¢« his ADRs dre Serves as
changeably With ADRs represent ©wnership shares.
Tnfu ( TnF_oSﬂs Tuhn,olocr"u_A_DR
Wit ((wipro ADRD

Ray C Dr: Re_dck%'s (b A-._D_R)

4 EX =

AKASH AGARWAL CLASSES 8007777042
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Ques-1J

{L” l[- :\?h 01 p r\rl LI{\ n T--\. (”U'!z‘p I .( "‘(“?‘(frl '4} L el f,“ {) I' ) [ ./J'l:rrf' ' )

Globat

.Dﬁposr'towj
Receipts

l

* GDRs aye equfuj insrroment Tssued. cbroay by
outhorized  Overseas Cor porate bod/es ar%a?n,st Shares
L ®.An fdtan com parny n rendrncj Comp O issue
GDR will Tssue Corresp- No- of ghares Hverseas dep.y,
..‘G"DR are Freeuj transferable ols. India & dividend
fhirespeq of Shares repesen ey by GDR- (s pad i

_Indion rupe c_g,_on_M_d/_.

S ifhcﬂ are listed & traeed on FOref_f\
¢ Most Pndian me have theip
. 0on lendon stock t&(ham&c-_

_S I"O CK CXC})QDP
QDR iSsves |fsted

* Indian GDR Qre E[T_CQEF_I%_ Sold to n_m]'or demand i»
UK's US HOn?_Kpnﬂ » France efc

There No~such dift. betWeen ADR & gpp +p
\ecaql PoinroF View .

|
AKASH AGARWAL CLASSES 8007777042 |
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L&

f“Lu_g._S_'_ﬁ]_ write Short note on  Derfvarives U2

g Adervative s a financial fnatrument ,
Whose vouue dt.Pends on yauues OF
basic Uﬂdtrl(jl'ﬂ_ﬂ vayiable.

) derivarives /offers. retvrn based 0N @~
rerurn of  Some _p_ndemjinj asset - _

3)  Derivasives @re mechanisms to heoch market
fnt raxe s _tz_\chanﬁc rare etc

43- X, two types _— fTnancial Dery. 3 = 4
Comwdf"&_.pﬁr";___

SJ FPnanciod E\_{_Pe_s / FOruuard » Fuaure > Optlon
0f Derivaties _\ warrent 5 SWap.

) 3 ryprs-0Ff-trader [ Hedgqer
derfvasives mar ket - S pecdador

ar b?tra?wn-

AKASH AGARWAL CLASSES 8007777042
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Ques-4] Explain
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£ URQ
BOND -

e “EURD BOND” Ts debt Tnstrument thay 1
denomiiaked.—f0-—Currenuy other than hom,

Bl

CUI_rELU:d_O_F_w_UNﬂd'_._ B

+» Cuto bond Frcﬂuen_t!gj_%rgtiu_l koca_qhe, m‘]
Currenyy denominattd ‘eurodoliar G+
B\ 17 -_Tﬁﬂ _bonds.

NMASALA
BOND

o “MASMA BOND” were fntiodatced In 1_nd_,:a__

J/in Q014 bLj internationald. Ffaance Corp orafio

® The IFC Tssued First mdsaia bond in Tnolia W

~ F_Uﬁd in Fra.btru,t_:_ure ‘Pro'ws /

Masasa bond are rupee - deno Minate| _b(;nq

issyed OIS india by Tndian entitieg.

AKASH AGARWAL CLASSES

N

* ey are. dest Tnstument which hels to
rafse monuj fn locon CU!‘Ftn.u.j o_foreryn Tnve

* Both caou- & PI'TVOJC, enyities Can Tssue these
bonds.-
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)

. h ) " ' p sfLE < 27
- (7ea-19] Eyplain the term }r.m,\,(] e Ltlefy
ques-2 [

Roll !"1’-3

Setklemnmen E

-~ Scttlement refers FO process fn which

traders who made purenase _MaKE
pa,%mmt WhTle ~whose Sold Sharesyudedfver them:

- 1 & sellers
= || ‘The c&thqna,f ernsres—that buu?e_rg recefved \shares 4 seller
receive Pgﬂmw Fr  Samyw
—  SEBI introduced new  Sextlemens m}cle known s
‘ irou_i'-;ﬁ( SCttlemendt c;Lfc_u-.

- Tt means s where Al trades 0ls o end of d’“’j have to

be Serblec. s/

e TJn rolling sektlement 3_Ea11menr are _qufcl(cr than wtem% Settlem
Thus, Snvestor benefls to Tntreased liquiding.

o Tt keeps cash-& Forward: market Seperae”

. Row"rgg settly Prodee hfcaher de.carec of SQFUT

AKASH AGARWAL CLASSES 8007777042



-

.

CA SHRUTI AGARWAL CMA INTER FM- THEORY BHI HAI ZARURI 46

es-11] LU\‘F!J?O the lterm ."Ir‘rfr}'n] Houv Se

/‘;r,.cm tion (CHO) 73

(CHD)

® Clearfnq house fs a body efther owned by O .'”d°P€”dUUM

_Qssociored  with t__KLhaﬂg/b & Char?tq Funufon of CﬂSUrTr?’{
Financeiod eoh kroue.

® Orderswénter into b«j members are Cleared t‘"‘j Means OF
Clcqrfﬂ;&_housL

) Tt|ensires | adhecehee to mﬂstcmi
. Procedures fon smooth t:racu

2) It minimiZes eredit rige. b
trades:

‘} thn% C«OLLFL[EF Parn‘l Yo all

3| Tt foveive NSRDUS By B
] lv da,p_ud_a,_u,oumrg?_ of oM ciaim e 10Sses -

wWorkin
CHo

.

9 The cleqrin

uxder % s

b) E\ftrj Contragt
_ % Contraus.

house act as a. medfum transaufon berween

between bw.d,u & Seder S UbsHFwred

AKASH AGARWAL CLASSES 8007777042
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11

> Wrike -« ”
) rite short note on Depositouy  aten

DEPOST TORY
SYSTEM -
D‘F“‘.mz Sysig s an orcjo.nrszon nfeh holds Securities

( (Tke sMares’, debemurc‘s,bondS,%ov sedritiessetc) OF Tnvesror

‘n elettonlc  Form

= Tt alf@ Provides services releared to traASAUION TN Sewritres

. Nationar Securities Df-pes‘lrwa, ltd (NsDLY)

== =2/ [)_fPO.':Q‘-(;J r(j n

=
| Y,

Cenlrad Dtpos'ireu? servicea tld (CDsL)
reqfsterEd n SEBL-

-  Inerease Tn olume of Stoclk cxthange with aelveru of
| en- su:m?g?___trq,{u Covpley with  Operational ineffclence
- OF former _gtﬂcmcnr__é_fiear'i’nj 0 led emer?encc of new

5‘1”‘”‘ s cCaled d_gf_a_u‘w? Sldet_em.

® Neeg For Stttfﬂj up _DC.POS”G’U-I h Indla - under Fo&.owfp._\} Reu

1] A lot of time consumed In Froccss OF alMotmenr ‘;

trans fFer OF Shares-

2] Increase In Volume of trapsaulon -

| 3)  Probiems associared  wyith dcﬂﬁfh‘j P""J-"ffm Yikares =

| » Problems OF Hheft

| ® Share transfer detauys Pa;lrf’cu.lﬂf‘j due fo si'ran- mis tas

AKASHAGARWAL?WE%DH( Mvo lved buujTr\.q, sew'ﬂ&j 3 3t0’ﬂ-ﬂo 8QQ7777042
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(Yues-13] Tnitfat Public  OFfer (IP0)

Fm’ti’al Py bllo’
O FFer

:J (jPO) or Stock-market 1(_]Uf_}_5h__ new tLrPt o PUbHC DFFEH*Q?'
where Share of Stock 0f CDmPar\{& are Sold fo ?Cncrﬁl

. = A Y L] L] S r
pubITe 0N Seturitiet For First CAL aﬂc}t- of 17l

2 Tt can proeess thot privade. companies \rapsforre ino

_public C,Oﬁlp_aﬂ,ta, \

3] 3t 74 lae o_Hi_er?nﬁ, efther an. fresh fssvue of _S'gc_gr_‘r't'l;efa € oFter s
———— borARSE (R isce /LSRN BSRRER (. IR E

_ Y A tompany cettingshares
ro its public inuvesrors -

s —frever _r;'quieg o Pcuj capr

¢
|

8] After JPO 4 Wohere <hares are trade _uFrcwg o 0PN Mayk
Money passes between Public invesror

7

¢J_ Detafls oF proposed OH’tr'\nc] are disclosey to potenrfar

purchasers | 0 [ Form of £ 30 Dl aa €08 i ap \ &
i PrOSPUJw-

7] (TPO) of €q-Shares or any Other sewities LONIh Mey converted int
exthanged eq sharer ak loder dode -
[—nfr\JNorm -7 2 PID”iQ.b"ll'lIﬂ Rowie
Eﬂhlj Norm- 1L o (QIB rowse
~ Entry Norm-T71 0 Appradsad Rewre
AKASH AGARWAL CLASSES 8007777042
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U

' Quesdl Follow on Public OFfFer (FPO) -

o (FPO) is an gFfer of Swue pF sewrities / (FPO)}

b‘j |Tstedd wmpa

Dilutive
o »qupts of (FPD) / y
Non- D flvHve
e A SCCDﬁdartj OI"FerTn(j Is oaun P;eqmm b_j_rn_[_eq,ﬂ_, _prospectus
Sfriiar 0 IPO-.

e Dilutive Type of Follow -
S ~ (AT offering) which is Sometimes called’ eont rolled
| Cﬂu}t‘& djsw‘r’buf’oi — |
=¥ In an ATV oFFcr}’nﬁ,, C)LChana,@—l'_st_e_u ompanits
mc,rcmuuug neLoty fssvue Y8hares Into serondary "tfcuiif‘ﬁ
Marker, broker-dealer market prices-:

* NONn-DIi|VH ve _T\,“ge N g SN AT
- When Pr?’ua,tzjjo__hud_ ShareS are OFfered & Sale
by comp diredors & other Tnstders who mwa [ooxfn?

to dﬁmrsf? h,o[di’/z: —
- Howevers Tncrease Fn qualiable Shares alpws

more frstftusion to take non- trived pesition n c,omparuaﬂ,

¥ A non-dilukive oFFcri’nc} fs (allee] a sewndar;i market oFferi-

AKASH AGARWAL CLASSES 8007777042
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r\I.f-i‘ 5] Ex P [a N book build n '.I 22 d P!m ess OF BR proces

[ Book 13’(&51]9_ PROC E,-fa:J

Meaning- -

11V Book _bUU_d_ff__\g Peans o’ process by which QA demapy
_for Sfth_ffIﬂS__propgség_m fssyed b‘i b@td Corporase &Lfr_fml
& buildup_prite 0F Securities o :
assessee) For determinasfon OF quanmm_o_? Such

Seeurities F0 fissye bLj means. notice | circdal [dasvertisem:

- 2} The process Ts dlrected towards both [TSH Keitioned
Qs Wwel-as | retail investors o N
3] _Book building process is part of Infefal Pubfic off.,
(IP0) of Indlan copltat market- .\ /.
a) Tt was Fnrroduuced SEBT recommandation ‘of Mr.
Y'H Malegam fn oct lq;f'H y/
| 5) Book building refers to collection OF bids from Tnvestors.
Which is based on ‘indfcatfve price range.
6] The Tssue price 1s Frxeu QF_r_::ﬂActosT bid dade
1]_Tnbook thar Wiy process fs-taldee] §R.
8] AN issver _LQmpaM}\ make Tssue securrties P ublic
| LU Tn—J
| |
100y, OF net gFfer 75v. of net offer Public

to public H‘:wuj,n BB through 88 Pmatssq
| 5. ofF " price determine

PrDLESS-
U\rOL-UJh BB

AKASH AGARWAL CLASSES 8007777042
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s |

* Process -

.') The TSSUtY comparu.a Shay appm'nt an eligible M erchant Baneer,
Rook Runner & th

Submitte) to SERI-

r name Shall mention 1n Araft Prospeutus

¢] The Tssuer compa Shdud—enterinto Q?rgemcru with 1
Or More chke&ch:&ﬁz- wnich requ_fs?te onine sﬂsum.
8) The brokers 'S0/ appointey , Shait collet monu‘l his\ clfent Fof
C"'U‘j order piated by him TN case of cliene
Fails Fo Pcu,i_ oo cuted (0F Shares.

/ thvestor

4 Bfds shali open a4 least @ workin d__oujs Mot More than
. 'TuOcar_xTn? dcu,és_ Wthh_m_a;:} extended | nMax | 10 Luorking

-

W

5)  On receipt 0F basSis OF allocatlon dotds brokers’ shalt
‘immcdiwt_u} inimoue ~Fau of artocarlon heir client

/‘Ld*.fantaf,cs _ D?Sad_'{cmta\]es
* BE process helps 1o o There Ts P"-‘SQT““”‘I, of
dfswv-mj of price 4 demand Pri’cc_rrﬂfr\ﬂ on [rsti'ru}_
* The cost 0F public Tssye s Promoters ma’“j try
mustr redvced fo badl gt members:

o | I TnSPfrcs Mvestors confidence ¢ RR System wWorks UULJ

lttl.ulru& lar«ae Tnvestor WNTverse . cl"chfcrLtUj TN Marurey
o Jssuer cap choose Pnvestors Mareel cond tfon.

btj o‘uaﬂt\j

AKASH AGARWAL CLASSE 8007777042
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Ques- 16).

EXplain Insiler Tr'o_n,ﬁfn_’jn -

It is bmif oL geld

-
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ot deall

IN Sewnyitles of |isted comp

Oiretor, member OF mame o SUch |
Person ?nternal_a;xt&iter;_as&t_m 5 @alyiso '1
“Who hovre Knowl oF Materfal *

S lpside® nfo not

|

J Deating, fn sttuurities

an Fnsnia:_r s illegad
wnen s Frj?:ttq 1
Upon u{il?szaﬁon R
instde info. to Pr__oF_;t_ag_
070_ . -
It@_?mﬁb&u4@m¢ |
consideree) OFFence qs

_per SEBI mku‘,iqqg.

4

AKASH AGARWAL CLASSES

owalll

—

le to Trﬂ% publl ¢

e

B

O Insider trauing iy unethical
wali-e_r_tgﬁi those po.

e l_USS_ES t0 C()m]}:n

_ ._t_wi%_ huﬂ

_investors CuPital marger 4
~hence puntshape.
— [

2] 3€81 992, Requires tno
PESONS Who COMALLs eo wWOIth
listey wmri posseasion o}
afué bmrublfsmq price :

- On K& behalf or behaur g

%hff Person ded Tn seu
— (LoMmunicate such Info. to

OJULOthtr person shau et
de

In seeurieies
4 == ht{%07777042— =




CA SHRUTI AGARWAL CMA INTER FM- THEORY BHI HAI ZARURI 53

5§3
| {MI Exrm'rn (’f reen "'u.. '\h{n’" - (”Frfh n 3")
9 . PrloCC mCChQﬂrsm_ - Stable P_“.ic _o-g - rJ SA will Not 40

i _ Shates:. [ i aru? thlm_x}

company Will_appoin t agent-Stable agent- 2] €omp will Tssue
ON?_ _ Oﬁ Qg extess  Sharey fo

2] 0pto 54" exiCess Share Tssue ‘allol, to promo ter
C-?*z__[@t_jo Shares @ \ \ V2 1B
extess (S = (SO0 Shares - 3 8A will return
| Bl | ./ = Shares Comp.
3)  Comp: Wil borrow  shares from promoters . oN /) |
| | US00 shars-@wo) /9 670 - comp | promae

4 o-will q{ye these.ghares tO SA
11

udl sve — ([,500 =T
| RN 331 ¢
(0,000 [s00 x (0o
X (00 T
(0,00,000 [,8D,000
l
Comp- will keep Gso bang Al

S]  On the of TPO
NP Ldﬂud

Shate are Etf sold  S1
- 1

SA artific demarna purchare
AKASH AGARWALIGLASBES — (00 */. 8007777042
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I
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Sq__«

—

_asset [ob ENBIE- term TN pArUre -

“ ffq U.Jl'dj{-z___._ |

&

£

PrRT-C
MONEY MARKET

What Is r‘,‘;of,_o.1 Market Q? !r_:yrl,‘a]'ﬂ Features M money ¢

N eaning/ &

4 ; ry7 - &
- Money, market s market for dﬁulfﬁ_j__m m_w_rmj

- | Short -term Funds U)Dro fL{l‘ & Fmanccu Gsset thar

are close substth,uc FL _money deaur Tn mm .

L _j_ElS_LwL F ¢reod Ioca.hon s but Ou,tw, _ Ehar s
(onduded) over felephone. hd

- __M_oicjh_ma_rxet TAtrument ha_umsj chara,uensncs 0P
Al transs cost & o loss T yatue -

features- W/

Jnetrument  _ NMoney market s topeufon of Tastiu-
Trod e S 0P &b, ) money notice money ,
Repos s [erm Lzl Trca,mﬂuj bills ,
COD » commerciol Pa‘f’m (&

8007777042
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b) b Lar‘]C PartTCTPanls Parﬁ’tff)enrs Of mone_,tj marlkes is
D lender i) Muduad Funds of (nd
iiD)._Borrowers -

[ ]{

0 ff}ﬁﬂf?_c&l ;Swor_ b __ o Ur;o'rcja_n'l'}@ SeUor -

- commercial & other banks- - IndT9ensus banters

= Non- banking findndar comp- 11 - Nidhis\ & ChTE Funds

ol C,D—__ﬁj}{c_fug bang A - Unor?a,n?t_w MBNey (enders.
Q 7Zone centric Activities — Activities in mon mai_:g_t_ tend to

concentrate In some centre 5 which §C_Wf{$___L€%IQO_fL 0N Orea

d)  Puyre ?O_Pﬂ]e_tatltl'ﬂ_"] N\ P‘?W"Cﬁﬂsh?[’ betoeen .qu_.ﬁ;égan_ts ™ Mon

(’-«_{

ma_rlst;_'is__'w\_j:fersona,t incharacter , _rua.rTij puve

6r FA {rauded Vtruj [a?. .

AKASH AGARWAL CLASSES 8007777042
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e BSiie 307
Vpes -2J Nention Fearures i f/f S

A]  Neanfng, =
08 J Treasur
Reserve Rank on' behalf OF the CE(OV to tlde over Short terp
hquidna Short Falls -

2V T- bills _are YEFCuCi ar Par Fﬂa,ruma, , .
5-,} Tax deduued 4t Source (TDS). %5 no G_PP[ICCIJJ[C on T-bills.

bf'“g are ghorr }_’Efm Tnsti’uf‘ntm I.S”JI"JJ b»-f‘

BJ_ Features = N v \
» "[h are neqotiable Secuurfties - \~ ~
o They are highl ]_!E]Ufi_ as th are Shorter tenure
¢ icrnﬁgssfbflﬂ of Inter-bank repos: | Rwliog
o There is an aZsensc oF default risk.
| o At present there are Jlduys , 182-duys s & 364‘%
- T-bills in \no The {i-duwys T-bllis are a.t.u.t%nu,: JWT RBI tven'
A .r

Fndpuj._ & 364-daupT-bl01 every uOcunud_w.}(

° Tb:lls are auaﬂablt For mint amt of .F?.S’ooo dfmu,u,ru ther

. Gues-3] PxFlom drFFtrtnt tl“ac‘* OF commemau P-Q#Ey _9*

¢ l![ea.n?ngl :
1] com ercial bill s <hort term : neaotn'able ¢ suf- lt‘qttq“da;rr)j

instrument with low rigk - ‘
2] The BOE is written ypncon ditiopat order ST;thd drower

wlring to whom auddresse] fo pay on demany| at flture tx
a thch gym oF mont:j ?m{:c
AKASH AGARWAL CLASSES 8007777042
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7

9 T_Lp»‘ﬂ oF gommcrcrq__l P(l;P'f"
l
AJ Inland Bills
l a
) | be drawn or macle N
Indlq& mus £ be P“H“”‘"
in Jndio _ og,
OR Pa,z,fm,blf n India &1 drawn
2] Drowon B0/ person A on Party in indic.
| FCS'OUij fn Jndio.

8] fo rcfan Rills

1) Drawn ols tnala & May
Pout,‘ablc & partly ols india

2) Exporter b]llsb drouon LH
eXPorter ols .In aruT country
in Indlq

0R
]mport bifs  are drawn on

lmpmr.ers m i ndios
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TVivee 1) [ 4 a " ) y 4 21
Ques - 4 { Xplaun  COMmerci oL I-mrna X rupm.mnm-'fu. v Sllent fFegy,,,

P
J\[Nn{i’\j:]ﬂ
] commertiat aperCCP),Ts an i seeuiree] Shioet term promisson,

hotes.s tﬂtjt!%lc & trans Feraie b1j encLorse Ment debvmj
With fixey __mo.tumt} feriod -

. Tris jssued o btj large Weut K_;wujn, cruutworrh,v
Umwamia & EP Qﬁj unmuum4, Tssue at s wns
fv H’.t‘.d(emomc Fv

Unsepgt@q_mo_nc MarKet f’ru.t_run_h_e_rit-“ _

~_Introcuced {n Thdia (990 AN /

: i ,G?mew. __%'dwnf’s of FIMMDA in wnswwron WIth R&
minl - 7 dugs max - 1yr mouunrg{ perfocl

4 can be fssued. d_em_q{t_c_r:_w'g_m foum™

e Dowmentotion fMvolved fssue of commercial paper s
Simple & mtninum -

¢  Tne TIssuer comp Cun issue commercfad paper with
Suitabie  Mmeturi] eriod , tailored to Match Cash Flow of com»

* CPs PVOlﬂdt fmutor with h%hu returns thor barwl sjstcm
8007777042
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71_
yes-5J Exprain - ?m‘“l'ﬂrr‘\_p it Explatn Feorures 7,
J  Qoverment securities are tradable GQoverment
ingtrument Tssyed by CG on Stare Serwuritles -
o - '
Tgatfon -

¢] 1t OCKthDth,Ls&c Tv. dieht obl
3 Such Scownfiest art - Short lcrrfz colend Trfcu.wu? bills twiep
lexs than ljmr L Enore.

Orfqinau Mokt
dj C{va SELuth'lcs ;} mostl tnterest b(armﬂ dated Securitfa
fssued /RBI “@ry behauf of rac,u Tndia G0l eXp: commit menus.

[Pca,turf,s ~j

e Tssved ok Fv i

¢ No defFauLt NSK AS  Seaurities carnj SOVereian 1“""'
| = Ample [tqwd.i as mvuror GOl ™ ST se,u,um.?

 \W¥EEN scewond market - _

¢ (No tax d ed ot S’cwacc,

e (Can be heed in demox Foum.

o Recuieemed Ak Fore volue OFf sevurities-

. \M(uun'hj ranqes from 31 days - 20 eans -

* Cov- SeLur ities quauha o> SLR InVes Ement, Luess

Srherunse  Stoued-

8007777042
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6o

2,. TNTRODUCTION TO FINANCIAL
MANAGEMENT

)

3 o - ' TAY .. _ o
yves-1J What 1S fundampentals OF Fip n_ncT_r.r__L MENAY.eMENL <<

Flnancc 'S Ca,uu,l =

- -fhﬁﬁgﬁm%%_
'Il:Studlcs , Fhe Prmuplcs gi_m:wtxg;dy of O‘otairu:
Conrel  of mon From who have gave Tk, gj;mmutenmr
_bwa__&wc contro| P:?Sci |

| Pffnance s/ braneh oF economics ti 1890 -

=Earkher & Wert , * Business Flnqncc dcau rn_rnar:'}

~With rai'snju admanrstcrm & disturbing Funds
Pr'im,tmé neal business %F on- Ff’nanﬂ

EI‘"QJ'I(I% iﬁ
~ Flelds lnd,l.u’trng,‘,

o— Howard & Upton , “ as an afpllcajlnn oF 1nera.( Mancgerial
Prnnclpws to area 0of Funanucu decmon m mj

o— Weston & Brigham, ® as an area. of financiod decfsfon
_makfnﬂ , harmon?z?nc] individuad motives & enterPrTse raoow'
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£

(‘i‘f]rl neial Mano 'if’ mens 74

OchclchS ofF |
Financial
Management

|

ROFLV/ZEA N
NAXLMIZATION

[ 1

The behavlour of firm s

CLnoJ:a,sul m terms oF Proﬂt
‘maximizaion -

Tt implies- that Firm elther
produces Max: olp For
_?Tven amu Of frpur or
~(Oses mine L]EUt For

Pro du,un‘g/ 311@{1 D

PtoFit s cons:dtruJ fp
be M aLn drawnj Forcc m
bosiness-

AKASH AGARWAL CLASSES

B- VALWE | WEALTH |
NAXI MLZATION |
|

) The carliexfob(of profit

s now replaced Lotan

L Max SInce j‘_roht uk IS

limited] one TEwCannot be

gole obj- ofF Furm -

2) Value Crearion is driving
Fore€behind fTnancial mymi
J
3) C_IECUT weauh for 8sH H
increasing vatue for Tnvestm
IS ’K:j oo oF finandal
MCJ § d,o&r
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Ques-8) - what s Scope of Financial managemunl ¢

Tnvestment eecision of Fivmn  Tnelyd -
& mafn as pecks —
where ko invest. & hbw much (o 7 ot

'J‘ 1"

11 Investment
ecision [ & Basic decisions of Eirm . wncludes 7y
Investment decsion -
Cvaluation of alrern ative  invesimen,
avenues 05 seleck bedt G-Ft:on

e MONIteng & 1mpemen,ta.tfon o}
Selectes] ron .

(_Oqu,_t__t'vc_glf Financing dedsion of Firm
Shoulu OFtTmum ujﬂbfnaﬁon oF dept ~

ex:,u,ul » Where COC WINIl Min'd return

(LOIU ax.

4 Fihandn | pa—
DEC[S'OF\ L & Sources OF funds _—Internat

Externat -

LTInternal source  includes owned Funds whe
Cxternal Source oF Inctudes horrowed Funds

Divideng), decision of Frm [ncludes
determining how Much o distribare as

\9-] DTV‘““-‘M dlvidernl pol !-u,i S max- value of f,u1-shqrr_,.
Decision
AKASH AGARWAL CLASSES 8007777042
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Ques-4  WOhat {s  Function 0F Financfod m-ﬂnaT””"' 22
f

J Determinfng. Financfal needs -
— one Q)F the most rmPortant Function of FinancloL
mana%emtn,t s ensyre aﬂmi&bllltg o} adeguate Financin
Financiat needs have to  aSsessee for diff- purposes-

Q) Dttermmlnq SOurcr,s of Funds - .
—'H‘m_e__UFmamc mancder has FO choosc Soyrces of Funds:

-Htmq fssue dift-"types oF  sewnTHEs: & debentures -

- He m borrow from fo-of Finanday fnstfiutlon in
PUbITC -

3 Flnancial Analysjs — B
-C]h_c_an_ancU_c manoger has to mterrnct d.AFF Stademen
- He has to.vse — large “no. ok tatio- to, anchuc. FinancfaL
starws & autivities of Firm. -
- He s r;c;’uir_m___ {0 Measure iis [1 z,uom? ydetermine
Proﬁrab‘imt? & qgssets Fe@m_ante_'m finapciad term .

4] OEtl'mcu Cop- gHruture -
- Thie F[']n ance Manoger has to establish o]o-cafr'tai S truwtus
& ensure Max. rate of C;imm on investment:
. The ratio perwreen eq & Other |fobilities CCII'rLil{Ls
Fryeq cnar?&s as to be deFmaj

§)  (Cost-volume - Profit apatuysis -
- 9he Finance mMan Utr has to ensure that iTncome
of Erm Shouldd cover 118 Varfable cost:

_ | — A Ffrm WIll have to C]Ener'cuc (u,ltcrua,tc fncome to
AKASH AGARWAL CLAS 8007777042
NOASHERPMRARE as wew
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- tro| -
6] Profit- Plannin & eon
- Profi't P“””'”j ensures aitainment of otoubm?

rowth . ' ' -
- Protit Plann:’nz Y control is a duat Functions wWhich

-] d r ]
enables mcamt to d_f;c__r_mfpc__ cost has Tneurred Cvenue

eaArned -
- PPC ofad d”wuf re(cuu,! to tax.auuon

i} I cd Osse,t manaq,emcm- [\
- Fired OSSE_GS arc ‘Financed _lo_nfj term funds.
Lhat «these assers

| ~ finance man;ju_h@_s_ ensvre
Shouwll gafg,_u reasonable to. fpvestment Ll L

8] Camtal &u.d,qertn_q -
0 ._“_4%21@4 buc%:hﬂq Forecasts rctum on proposo.l

long - ferm Tnvestm t__6£ compares  Profitabilt 7 JOF diff-
Tnv%stnlcn; & Coc- >
- Tt resuk (n cop _ﬁxrendItU{_eﬁjﬁyutmcqt- N

9 Corporate Gy 48T s QO s
= COrPorMG taxarion is an |mFortant Funttion oF

Fmandcu manogement; Former has Vvarfows fmpawe of

hna,nc‘,lal Pfannumj ‘"IN 1Q YW\/ |

| - Componid sePerarc lug(tu cnmnT, i swb to an
Q FIOI‘ﬂ N

| uncome~mx Strudure  ddstinu 0F Fersona,t InoMe .
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r)_[H‘_%:_j {,Uhn t |' 3 r"llill]'r‘l[:’[( ,‘II [ {:’_.(}} jr:q“” ,I'f'/r.”;_’.{(

PROFIT
MAXTIMT ZATID
¢ Meaning. -
- Proaft maximization is one of leadfncj qoals - For OLL

firms  asreflected in intome g¢ratement.
- 1F et oFcrcuer profit tend to“rncrease Consar_uxT'frJJT_.
Frer Portra.xda effict. Per foxmance.

o Profit maximization or oft?mffzaﬁon Ts marp onJ'- 0fF business-
1] Profit aus as .paeasure _efffcrenuﬁ &
2] 1t protest geryes a:;agrgt_”SK'

. Argumuus in’ favour of profit maximiaton -
o Yudhen profit carnirjls 's main aim busihcss the
ot imoue &b}'wrm SO Prof?t max.
o fwturets uvncertadn A ffrm Showl earn More profit
to meet fulre  cofuingendes:

¢ The main Source. o Finance For 1mwm OF business ppfiy

6 Arguments afnst  profit Maxtmigatfon -
J 7t |ead¥® to cx?mitaﬁon ofF workers & consuniers
) Tt fgnores  tisk  fauors  assocfatey witn profit
3) Prohi TtSelf vauc wncept Means d,fffmruu{( to

dlFferet PLOPIE -
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t " 3} f Y '/ .-r-l ""-'f] :’
Ques6] what 15 principle  OFf wealth | yadlue MAaXITY tton 7

WEALTH
NMAXINIZZATION
weauh Max. 1S (Onsidered — as aPproPr['cuc ot,]" of an

enterprise. ~When firnd © maxtmize: SH value/ weauh the
individudl SH “weatth maxmize inddrrdaual [,Ullll-?_

* SH wedlh Or vajue Shown Iy«f —

Shqrehoiders vatue |ealih=="No-0F shares @ Curent Marku
_Owney P! Fee per eg-sha

I

o Arquments ' Favour weolth maximizarion <
"g Due to wealth MaxXs Short- tf'_r_r__n_mgnu_? lenders
9et PN n tme A
) long.-time lenders too cjc_t Fixed roce of fnterat <
nvestment {
3 The thl(ﬁaccs share Tn weodth ?ats Increasud -

s Arcdumcms Af%q,fmt Value /wealth maximizotion -
o Tt is Socl undesirable -
o Tt s not dtS[rTFtTUe daua -
. Ony,a stock hwlders weauh Max). does not leawt to
Fitm wealth maximigation.

AKASH AGARWAL CLASSES 8007777042



CA SHRUTI AGARWAL CMA INTER FM- THEORY BHI HAI ZARURI 67
{7
Ques-l  What is _?“t.jmrrn]- Role of CFO In i—'_.r'furr-';fr@ Business Envime
{ 0 |
,i,r‘i]cr'qf'l‘.-v}. Busi Iness Eny frrr_rﬂ’u f]
[

The CFO plays a,_dghamiCroles th-modern | companuy develcpmen
Flist hadf 19004 Fmar:a!al MGnaﬂer ;nmarif raised funds
fhana?e thefr Bt casp posttion was prtftj much it

o 7/” cro Ecsgansfbfh'[fcs Incude —

J Estimnating totad reciuwtmcnts of Funds ?:‘ven }'J-eri'Od-
2] Ra?sf_n_j Funds throurzh varfous Sources’ both national
& an;;rnal!__onal > kccP! j_mﬂqnd-
3) Investing the terms| funds both \term as wedd A la%{*
short term heeds’ N
4) fundin LooerCj Cap fLC}UHr‘PﬂCﬂLS
5] Collet a cuén tfme ¢ From debtors & ijmﬂ tD (recliter
on time-
¢] Managi Funds ‘C Ereasur Wermf“on-
T Powying 'nhterest on  bomowr!
8 Rdpatyin lenders—pn due &oute:
)| Inter with C&f?lﬂl market:
6] Mame'l"LH’l% (Dealth  sharenniders ©Oven 0N, term.
(
[ (] "']uhnc-me(;Ll Change

2) Helqhtened L‘t..-l)aﬁ"} ale L'un\r'

3)  fluctu Lufm} tuhdlljt
o [Externad fauors |

[ =] -] e ] -
have I[ncreas! Tm/)au,t Lg) worid wide etonomic uncerta

on CFO ,—‘é] Tax law Chanjw envio Uc_s{—
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Ques- § Diff- between wealth maximization & pProtit may 174 £,
o PROFIT MNMAXIMLZATLON WEALTH MAXIMIZATION

U Maximization of ¢itmis nek
intome.

23 Emansi"_Zu_ short-_kcrl‘h__ Proﬁt
3 lﬂnoms time _UCLU,LP. of A

m onu} (on ttft

Doca ot con3|der Risk &

_4] |

. Consider

B monué COARTLES

Maximice price of Firmys

L Lcommon StoCK

EmPho gfz_cj__ic;n_? term profe

Lime vadue of

Doets consider r_fS_K__\C_L_ __

_Uhcer tfliﬂf‘_}

wncer taink f?_;_ |

S;L Manwwun,t mewy dedide
_ hot Fpnance disc h’onan&

Nan

ement @l y S
. pEHS Py

ese disc rthonan! exp-

d

RAp. Sych as Mvcrt:smﬂj_
_reasearch -

S

Sptnds only to handle wstmj
Sout,s level ¢ & Pchaps the
$hort-terM Soues forecast-

AKASH AGARWAL CLASSES

Sptnds More heavily on
B C_O;F_&Lfrtt.' fp order to mee
1004 -tetho Sdjes projcuions
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