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ABSTRACT

To have an idea on Capital Market, it is very m
essential to know important instruments inter
used in primary and secondary segments of ce
market. Capital market instruments are tr
instruments which are used by the corporate es
for rasing medium and long term funds from !
capital market. Capital market instruments used
market trade are of two typesdirect capital marke
instruments and indirect capital market instrume
The direct instruments are equity / ordinary she
preference shares, debentures / bonds / notes
innovative debt instruments. Among these, secsi
like equity and preference shares are ownel
instruments while debentures / bonds / notes
innovative debt instruments are crec-ship
securities.Derivative instruments and others are
indirect instruments. This article contains a peotin
various concepts and terminologies relating
instruments used in the capital market of India.
first, various conventional instruments of cap
market have been discussed. Then, some impo
concepts and terminologies relating to -
conventional instruments for trading on Ind
bourses have been discussed.

Keywords: Bonds, Debentures, Derivatives, Fun
Securities, Shares

INTRODUCTION

Capital market is a sine-qumn for speedy growt
and sustainabldevelopment of a country’s econot
and India is no exception to ita@ital marke is a part
of financial market where mediurand long term
securities like stocks and bonat® trade. From here,
the business enterprises like compe and
governments can raise medium dodg-term funds.
The Indian Equity Markets and the Indian D
markets together form the Indian Capital ma It is
different from moneymarket where monetary ass

such as commercial paper, certite of deposits,
treasury billsetc. which matuir within a year are
traded. Capital markdtelps to channel the \alth of
savers who can put it tthe long term productiv
userssuch as companies and governme

Capital market instrumerused for market trade
include shares, debentures, borforeign exchange,
fixed deposits, derivativestc. As they involv equity
and debt securities, thinstruments are also
called securities and the markiis referred to
as securities market. derivativeis an instrument
whose value is derived from the value of one oren
underlying assets which can be commoditie
precious metals, currenc bonds, stocks, stocl
indices etc. Four most common examp
of derivativeinstruments are  Forwar( Futures,
Options and SwapsCapital market instruments
India can be agairtlassified into three categorie
Pure, Hybrid and Derivative The pure instruments
are @uity shares, preference shares, debentures
bonds which are issued withe basic characteristics
without mixing the features of other instruments
called pure instrumentThe hybrid instruments are
instruments which are created by combining
features of equity, preferencand bond, such as
convertible preference sha, non-convertible
debentures withequity warrar, partly convertible
debentures,exured premium notes € The derivative
instrumentis a financial instrument which derives
value from the value of some other financ
instruments or variables.

Capital market instruments — Savings of investors
are linked to investmentirough i range of complex
financial productsgenerally called capital market
instruments include sharedebenturesbonds or other
marketable secities of a like nature issued any

incorporated company doody caporate, derivatives,
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units issued by any collective investment scherr
the investors in such schemeany certificate o
instument (by whatever name call issued to an
investor by any issuer being a special purposéndis
entity which possesses angiebt or receivable
including mortgage debt, assigned to ¢ entity, and

acknowledging beneficial interest of such invesio A.

such debtor receivable, including mortgage debt,

the case may be; government securitied such other

instruments as may eb declared by the Centi

Government to be securitie3his section of th

article contains short discussioron various

instruments relating to théndian capital market i

brief as follows -

1. Equity / Ordinary shares - The ownership
capital of a company idivided into a number ¢
indivisible units of a fixed amount. These unite
known as shares. Thus, if the share capital
company is Rs5 lakh divided into 50,000 units
Rs. 10, each unit of R&0 shall be called a she
of the company. As per 8@on 85 (2) of the
Indian Companies Act, 1956 equity shares
those shares which are not preference sh
Again, as per Section 43 of the Companiect
2013, the share capital of a company limited
shares shall be of two kinds, namea) equity
share capital andb) preference share capit
Here, equity share capital with reference to
company limited by shares means all share ce
which is not preference share capitin other
words, shares which do not enjoy any prefere
right in the natter of payment of dividend
repayment of capital are known as equity sh
Equity share may be issued with voting rights
with differential rights as to dividend, voting
otherwise in accordance with such rules as me
prescribed. Equity shareare also known &
ordinary shares antypically have a par / fac
value and the most popular denomination is
10. However, companies are permitted to is
shares of any par value of not less thar 1 and
in multiples of Re.1. The price at which tl
equity / ordinaryshares are issued is the is
price. The issue price for new compar
particularly without anyprofit track-record is at
par which is equal to the face value. Issue |
may be higher for existing profit makil
companies, the differenceexcess being the she
premium.Equity shares may also be issued by
company at discount which is lower than f
value. In case of existing companhe book value
of ordinary shares refers to the paid up capitas

reserves and surplus (net ith) divided by the
number of outstanding shares. The price at w
equity shares are traded in the stock marke
their market value. However, the market value
unlisted /rarely traded shares is not availa Few

variants of the equity shares arecussed below:

Bonus shares —As per Section 65 of tr
Companies Act 2013, eompaty may issue fully
paid-up equity sharess bonuso its members, in
any manner whatsoever, out (i) its free

reserves; i() the securities premium account;

(i) the capital redemption reserve accc

provided that no issue of bonus shares sha

made by capitalizingreserves created by t

revaluation of assets. The bonus shares sha

be issued in lieu of divider

. Right shares - Right shares are those sha

which are issued after the original issue of sh
but having an inherent right of the exist
shareholders to subscribe to these share
proportion to their holding. Such shares mus
offered to the existing equity shareholders on
rata basis. Theffer of this type of shares shall
made in the form of a notice giving the particul
of shares offered and within a time not less |
15 days from the date of the offer for accepte
of such offer. These shares can also be issu
the new memberahen the existing shareholde
do not accept the offer within a period of 15 d
or more.Usually, these shares are issued an
the existing shareholders at a concessional
But before issuing such shares thelic company
must follow the SEBI $ecuities and Exchange
Board of India)Guidelines i this regard.

. Sweat equity shares -A company may issue

sweat equity shares of a class of shares alr
issued, if the following onditions are fulfilled,
namely -(a) the issue isauthorized by a special
resolution passed by the compan(b) the
resolution specifies the number of shares,
current market price, consideration, if any, aral
class or classes of directors or employees to w
such equity shares are to be issu(c) not less
than one year has, at the date of such i
elapsed since the date on which the company
commenced business; ai(d) where the equity
shares of the company are listed orecognized
stock exchange, the sweat equity shares are i
in accordance with the regulations made by
Securities and Exchange Board in this behalf
if they are not so listed, the sweat equity sh
are issued in accordance with such rules as mi
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prescibed. The rights, limitations, restrictions &
provisions as are for the time being applicabl
equity shares shall be applicable to the s\
equity shares issued under this section anc
holders of such shares shall rgoéri passiwith

other equity shareholders.

. Share Warrant - A share warranis a document
issued by the company under its common ¢
stating that its bearer is entitled to the shane
stock specified thereirA warrant holder acquire
only the right / option but he / she have

obligation to acquire the equity shares. Warr:
are usually issued along with other instrument
can be issued separatel$ghare warrants a

negotiable instruments. They are transferable
mere delivery without registration of trans

Warrants can & issued in two forms viz.: (.
Detachable warrant and (2) NM-detachable
warrant.

. Preference Shares Preferencelsre is a uniqu

type of longterm capital market instrume and it
combines some of the features of equity share
well as some oflebentures. As a hybrform of

D.

F.

are entitled to get arrear dividend oif profit of
the subsequent year or yes

Non-cumulative preference hares — But, the
holders of noreumulative preference shares
not entitled to get arrear dividend out of prafit
subsequent year or years in case of -
availability of profit to (eclare dividend in any
year.

Convertible preference :hares -Such shares can
be converted to equity shares at the option o
holder. Hence, these shares are also know
qguasi equity shares. Conversion of prefere
shares in to bonds or debenturespermitted if
company wishes. The conversion feature mi
preference shares more acceptable to inves
Even though the market for preference share
not good at a point of time, the convertibility
make it attractive.

Non-convertible preferable <ares - The
preference shares without the right of conver:
are called norconvertible preference shat

. Redeemable preference hares - A company

may issueredeemable preference shares to a

financinginstrument, it is similar to debentures
so far as it: (i) carries a fixed stated rate of
dividend (ii) ranks higher than equity as
claimant to the incomedssets (iii) normally doe

fixed liability of paymentto increase the earnings
of equity shares anth make the capital structu

simple or such other reasc These shares are
redeemed after a given pericSuch shares can be

not have voting rightsral (iv) does not have

share in residual earningsgsets. It also partak
some of the attributes of equity capital, namaly
dividend on preference capital is paid out
divisible / after tax profit, that is, it is not te
deductible (ii) payment ofpreference dividen
depends on the discretion of the management
is, it is not an obligatory payment, and -

payment does not force insolvel / liquidation
and (iii) irredeemable types of preference sh
have no fixed maturity datelhere are <veral

types of preference shares discussed as b

. Participating preference shares- This kind of
shares are entitled to get regular dividend atdf
rate. Moreover, they have a right for surplus &f
company beyond a certain lin These
shareholders are also allowed to share in su
assets of the company being wounc

. Non-participating preference $ares — The

holders of this type of shares are not entitle
share the additional benefits that are happent
case of participiang preference shar:

. Cumulative preference shares For such type of
shares, lte dividend not paid in a particular ye
due to noravailability of profit, the shareholde
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repaid by the compamyn certain conditions, viz.:
(i) the shares must be fully paid up; (ii) it mist
redeened either out of profit or out of reser
fund for the purpose; (iii) the premium must
paid if any.

. Irredeemable preference hares — A company

may issue irredeemable preference shares
these shares are not redeemable except o
liquidation of thecompany

Debentures - Debenture is an instrument unc
seal evidencing debt. The essence of debentt
admission of indebtedness. It is a debt instrur
issued by a company with a promise to
interest and repay the principal on matur
Debentures apresent creditoship securities and
debentureholders are long term creditors ofe
company. As a secured instrument, it is a prot
to pay interest ahrepay principal at stipulate
times. In contrast to equity capital, whics a
variable income security (i.e. in respect
dividend), the debentures are fixed income (i.¢
respect of interest) securi Sec 2 (12) of the
Companies Act, 1956 states that deber
includes debenture stock, bonds other
securities of a company and Sec 2(30) he
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Companies Act, 2013, debenturl includes
debenture stock, bonds or any other instrume
a company evidencing a debt, whet
constituting a charge on the assets of the com
or not.It is customary to appoint a trustee, usu
an investment banlotprotect the interests of tl
debenture holders. This is necessary as debe
deed would specify the rights of the deben
holders and the obligations of the comp There
are several types of debentures discusse
below:

. Bearer Debentures - Beare debentures ai
payable to bearer and are transferable by |
delivery. Interest coupons are attached to
certificate or bond. As interest date apphes,
the appropriate couponatipped off by the holde
of the bond and deposited in his bank
collection. The bank may forward it to the fisi
agent of the company and proceeds are colle
Such bonds are negotiable by deliv

. Registered Debentures In the case of register
debenturesthe name and address of the ho
and date of registration are entered in a book
by the company. The holder of such a deber
bond has nothing to do except to wait for inte
payment which is automatically sent him on ey
payment date. When el debentures a
registered as to principals only, coupons
attached. The holder must detach the coupon
interest payment and collect them as in the ca
bearer bonds.

. Secured Debentures Debenturavhich creats a
charge on the property of the company i
secured debenture. The charge may be floatir
fixed. The floating charge is not attached to
particular asset of the company. But when
company goes into liquidation the charge beco
fixed. Fixed chege debentures are those wh
specific asset or group of assets is pledge
security. The details of these charges to be
mentionedn the trust deed.

. Unsecured / Naked Debentures These are not
protected through any charge by any propert
assetsof the company. They are also known
naked debentures. Well established and c
worthy companies can issue such sh

. Redeemable Debentures When the debenture
are redeemable, the company has the right tc
them before maturity. The debentt can be paid
off before maturity, if the company can afford
do so. Redemption can also be brought abot

issuing other securities less costly to the comy
in the place of the old on:

. Convertible Debentures - When an option is

given to convert debenturesto equity shares
after a specific period, they are called
convertible debenturesConvertible debentures
give the holders the rig to convert them into
equity shares on certain terms. They are entit

a fixed income il the conversion option i
exercised and would shi the benefits associated
with equity shares after the convers All the
details about conversion terms, nam
conversion ratio, conversion premi / price and
conversion timing are specified in thoffer
document prospectus. Companies can issue F
Convertible Debentures (FCDs) or Pe
Convertible Debentures (PCD

. Non-convertible Debenture: — If the company

issues, the holders of such debentures can t
specified number of shares from icompany at a
predetermined price. The option can be exerc
only after a specified peric

. Perpetual Debentures If the debentures are

issued subject to redemption on the happenir
specified events which may not happen or
indefinite period, i.e. widing up, they are calle
perpetual debentures.

Innovative Debt Instruments - In order to
improve the attractiveness of fixed inco
securities,namely -bonds and debentures, so
new features have been added. . result, a wide
range of innovative delsecurities have emerg
in India, particularly, after the early nineti
Bonds are debt instruments that are issuec
companies /governments to raise funds f
financing their capital requirements. |
purchasing a bond, an investor lends money f
fixed period of time at a predetermined rest
(coupon) rate. Bond hdixed face value which i
the amount to be returned to the investor u
maturity of the bond.During this period, th
investors receive a regular payment of intel
semi-annually oannually, which is calculated
a certain percentage of the face value and kr
as a ‘coupon payment.’” Bonds can be issue
par, at discount or giremium.Both debentures
and bonds mean the same. In Indian parle
debentures are issued corporate and bonds by
government or sengovernment bodies. But no
corporate are also issuing bonds which ca
comparatively lower interest rates and prefere
in repayment at the time of winding
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comparing to debenture$he government, publi
sector units and corporaaee the dominant issue

in the bond market. Bonds issuedcorporate and G.

the Government of India can be traded in
secondary market. The differetypes of bonds
are discussed as below:

. Zero Interest Bonds (ZIBs) - Also known as
Zero Caupon Bonds (ZCBs) or Zero Inter

Debentures (ZIDs), the instruments do not ¢ H.

any explicit / coupon ratef interest. They ar
sold at a discount from their maturity value.
difference between the face value of the bond

the acquisition cost ishe gain /return to the I.

investors. The implicit rate of rett / interest on
such bonds can be computed by the equa

Acquiring price = Matutiy (Face) Value / (1+"

where, | = rate of int@st per rupee per year ant
= maturity period (years).

. Deep Discount Bond (DDB) -A Deep Discoun
Bond is a form of Zero Interest Bond (ZIB). I

issued at a deep dteep discount over its fa
value. It implies that thénterest (coupon) rate

far less than the yield to maturity. The D

appreciates to its face value over the mat
period. DDBs are being issued by the pu
financial institutions in India, namel- IDBI,

SIDBI and so on.

. Mortgage Bonds -This is the common type «
bonds issued by the corporatdortgage bond
are sected by physical assets of the corpora
such as their building or equipme —

. Convertible Bonds- This type of bond allows tF
bond holder to convert their bonds into share
stock of the issuing corporation. Conversion r
(number of equity shares lieu of a convertible
bond) and the conversion price (determined a
time of conversion) are pispecified at the time ¢
bonds issue.

. Step-Up Bonds - A bond that pays a lows
coupon rate for an initial period which, th
increases to a higher coupon rate.

. Callable and Non-Callable Bonds If a bond can

be called (redeemed) prior to maturity, the bor
said to be callable. If a bond cannot be calledrj
to maturity, it is said to be narallable Beginning
from 1992, when the Industrial Developrmr
Bank of India issued bonds with call featur
several callable bonds havemerged in th
country in the recent years. Call provisic
provideflexibility to the company to redeem the
prematurely. Generally, firmsssue bonds at
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presumably lower ratef interest when market
conditions are favorable to redeem such bc
Option Bonds - In this type, the investors ha
the option to choose between cumulative or-
cumulative bonds. In the case of cumula
bonds,interest is accumulated and is payakn
maturity only. In noncumulative type interest
paid periodically.

Bonds with Warrants - A warrant allows the
holder to buy a number of equity shares at
specified price in future. Bonds are issued \
warrants to make it more attracti

Floating Rate Bonds (FRBs - Floating rate
bonds are bonds wherein the interest rate i<
fixed and is linked to a benchmark 1 such as
interest on treasury bills, bank rate maximum
rate on term deposits. It is typically a cert
percentage pointiigherthan the benchmark rat
The price of FRBs tends to be fa stable and
close to par value in comparison to fixed inte
bonds. Theyprovide protection against inflatic
risk to investors, particularly comparison to
interest rates provided by banknd financial
institutions.

Secured Premium Notes (SPNs- The SPN is a
secured debenture, redeemable at a premium
the face value fpurchase price. It resemblto a
ZIB. There is a lock-irperioc for SPN, during
which no interest is paid. The holdeas the
option to sell the SPN back to the issui
company, at par, after the lIc¢in-period. The
redemption is made in installments. The SPN
tradableinstrumentAlthough the SPN is akin to
ZIB to the extent it has no coupon | of interest
(where the interest payment and princi
repayment arespread over a period of sor
years), whereas in case of ZIBs the e payment
is made in lump sum on matur|

. Derivative instruments - Derivative is an

instrument whose value is derived from the v:
of one or more underlyir assets which can be
commodities, precious mete currency, bonds,
stocks, stock indices, etc. Derivative instrume
in Indian stock exchanges are Index Futul
Stock Futures, Options on Index  Options on
Individual Stocks. Atpresent on NSE, differe
Index FuturesreNifty Future, BankNifty Future,
and CNX IT Futureand differer Index Options
are Option on Nifty, Option on Bank Nifty an
Option onCNX IT. Besides these, Stock Futu
on specified individual stocks on NSEd on
those specified stocks on NSE are allowec
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trade. A brief description oneach typ of
derivativeinstruments in Indian market made as
under:

. Sensex Future and Nifty Future -Sensex Future
in BSEis a financial derivative product enabli
one to buy orsell underlying Sensex on a futt
date at a price decided by the ma forces today.
It is the first financial derivative produ in India.
The security name used for Senseture in BSE
is BSX. On NSEthe similar type of inde-based
future is Nifty Future.The security name ar
ticker symbol used for Nifty Future is NFUTID
NIFTY.

. Stock Future - Stock Future is a financi
derivative product where the underlying asse
an individual stock. It is also calledquity Future.
This derivative product enables one to buy or
the underlying stock on a future date at a
decided by the market forces todaThe
theoretical price of auture contract is sum of t
current spot price and cost of ca:However, tle
actual price of futures contract vemuch depends
upon the demand and supply of the underl
stock. Generally, the Futures prices are hig
than the spot prices of thenderlying stocks
Futures Price = Spot price + Cost of Carry
Cost of Carry is th interest cost of a simil;
position in cash market and carr to-maturity of
the Futures contract less any dividend expecte
the expiry of the contracExample: Spot Price of
Infosys = Rs. 2000; Interest Rate = 12%
Futures Price of 1 month etract = Rs. 2,000
Rs. (2,000x 0.12 x 30/365) = Rs. (2,000+20)
Rs. 2,020.

. Stock Index - It is a financial derivative produ
where the underlying asset is ttock index of ¢
particular stock exchange. This financ
derivative product enables oneliuy or sell Cal
Option or Put Option (to bexercised at a futui
date) on the underlying asset (i.e. Stock Inde:
apremium decided by the market forces today.
NSE, currently amongvarious Stock Inde
Options available for tradingDptions on Nify
and Options on Nifty Junicare very popular. O
BSE, the most commonlyjused Stock Inde
Option is Option on SensexA Stock Inde»y
Option gives an investor the right to buy or ¢
the value of an index whictepresents a group
stocks. Such Index Opins are quoted witStrike
Price and Premiunper Option in Rupees alor
with paise. A Call Option gives the holde
(buyer/one who is long Call), the right to b

specified quantity of the underlying asset at
strike price on or before expiration dat case of
American style of Option. The seller (one whc
short Call) however, has the obligation to sell
underlying asset if the buyer of the Call Opt
decides to exercise his Option to k Example:
An investor buys One European Call Option
Infosys at the strike price of Rs. 2,000 a
premium of Rs. 100. If the market price of Info:
on the day of expiry is more than Rs. 2,000,
Option will be exercised. The investor will et
profits once the share price crosses Rs. 2,1
i.e., strike Pice Rs. 2,000 + Premium Rs. 10
Suppose stock price on the expiry date is
2,300, the Option will be exercised and
investor will buy 1 share of Infosys from the se
of the Option at Rs. 2,000 and sell it in the ma
at Rs. 2,300 making a pit of Rs. 200 {(Spot
price — Strike price) - Premium}. In another
scenario, if at the time of expiry, stock priceld:
below Rs. 2,000, suppose it touches Rs. 1,80(
buyer of the Call Option will choose not
exercise his Option. In this case theestor loses
the premium paid (i.e., Rs. 100), which shall
the profit earned by the seller of the Call Opi
A Put Option gives the holder (buyer/one who
long Put), the righto sell specified quantity of tf
underlying asset at the strike priceor before the
expiry date (in case of American style Optic
The seller othe Put Option (one who is short P
however, has the obligation to k the underlying
asset at the strike price if the buyer decide
exercise higption to sel Example An investor
buys one European Put Option of HPCL at
strike price of Rs. 300, at a premium of Rs. 2!
the market price ofiPCL, on the day of expiry
less than Rs. 300, the Option cal exercised as it
is ‘in the money. The investor's Break Eve
Point (i.e.,no profit no loss sitation) is Rs. 275
(Strike Price -Premium paid). Tt investor will
earn profit if the marét falls below Rs. 27t
Suppose stockrice is Rs. 260, the buyer of t
Put Option immediately buys HP( share in the
market @ Rs. 260and exercises his Optio
selling the HPCLshare at Rs. 300 to the Opti
writer thus making a net profit of Rs. {(Strike
price — Spot price) Premium paid}. In anothe
scenario, if athe time of expiry, market price
HPCL is Rs. 320, the buyer the Put Option will
choose not to exercise his Option to sell as he
sell in themarket at a higher rate. In this case
investor loses the premium p (i.e. Rs. 25),
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which shall be the profit earned by the selleraf
Put Option.

. Swaps- A swap isa derivative contra between
two parties to exchange cash flows in the ft

according to a prearranged fornm. They can be
regarded as portfolios of forward contra

Interest rate swaps and currency swaps the

most popular swap contracighich ae traded 9.

over the counters between financial institutic
These contracts are not traded on exchar
Retail investors generally do not trade in sw

. Forward contract - A forward contract is a
Over The Counter (OTC) customizagreement
between two parties a buyer and a seller
purchase or sell something at a later date atce
agreed upon today. Forward contracts, somet
called forward commitmentsre very common i
everyone life. Any type of contractual agreerr
that calls for the futurgourchase of a good !
service at a price agreed upon today and wit
the right of cancellation is a forward contr

. Government instruments — The governmen
either central government, state governmen
local governmerst, such as, municipalitie
metopolitan authorities, port trusts, developm
trusts, stee electricity boards, public seci
undertakings and other government agencies,
IDBI, SFCs, NABARD, SIDCs, et raises long
term funds by issuing bond$hese bonds do n
carry any risk andhey are as good as governm
guarantees in regard to the payment of intere
well as repayment of principal moneThese are
also known as gilt-edged bonds.

. Fixed Deposit- Fixed Deposit is that kind of bat
account, where the amount of deposit is fixed f
specified period of time. All Commercial bar
are given these opportunities to their custor
for opening a fixed account in their bank. Ir
Fixed account, the amat of deposit is fixec
which means we cannot withdraw an unlimi
amount from this account; therefore it is &
called a Fixed Deposit. If an account holder wi
to withdraw a small amount of money from ttk
account, then he will require closing he fixed
deposit account. The main purpose of acci
holders to open this account is to earn inte
money from their actual money, which is given
the banks during a specified period of ti

. Hedge Fund - Hedge funds including fund
funds are unregisteredprivate investmer
partnership, funds or pools that may invest
trade in many different markets, strategies :

10. Foreign

B.
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instruments (includingsecurities, non securitit
and derivatives) and are not subject to same
regulatory requirements as mutualunds,
including mutual fundrequirements to provid
certain periodic and standardized pricing
valuation information to investors. Hedge fur
are sometime called agh man’s mutual fund
Gold Exchange Trade fund: - SEBI (Mutual
Funds) Amendment Relations dated January 2
2006 permitted introduction of Gc¢ Exchange
Traded Fund schemes by Mutual Fund. C
Exchange Traded Fund (GETF) schemes
permitted to invest primarily in Gc and Gold
related instruments i.e. such instruments ha
gold asunderlying as are specified by SEBI fr¢
time to time.

instruments — There are some
instruments which are very much attractive to
investors in the global financial markeThese
instruments are denominated in dollaThese
instruments are mentioned as follo

NRI bonds —NRI bondsare forex deposits raist
from nonsesident Indians at attractive rates f-
5 years, with some loein and an implicit RBI
guaranteeRBI issuesNRI bond:to support the
rupee and offset the slowdovin foreign portfolio
investment (FPIflows amid rising oil price. The
FPI inflows to India will be impacted by Chine
firms listing in global benchmarkindices like
MSCI. According to a Bank of America Merr|
Lynch (BofAML) report,the listing in benchmar
indices will shift up to USD 100 billion to Chir
market by 2019.

ADR / GDR - Indian Capital Market wa
dominated mostly by Indian investors till ea
part of the 1990s. Swe 1992, being integrate
with global narket, Indian Companies have b
raising funds not only from the local markets
institutions but also from foreign markets as v
in the form of ADRs (American Deposito
Receipts) and GDRs (Global Depository
Receipts). These two instruments are collectr
known as Euro Issues. This gives Ind
Companies access to low cost funds but they
to adopt international accounting practices
order to approach the foreign mark

IDRs — Indian Depogbry Receipts (IDRs) are tf
instruments denominated in Indian rupees in
form of depository receipts against the underly
equity of issuing company enabling forei
companies to raise funds from the Indian mai
It is a positive step of governmeof India to
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integrate Indian capital market with the glo
capital markets in the era of globalization
economy.

CONCLUSION

Capital market refar to a type of financial mark
where individuals and institutions are trading
financial securitiesissued by governments a
companies from time to timddere the buyers ar
sellers of securities can enter to purchase andak:
types of securities like shares, debentures, baetds
These capital market instruments play importang
in Indian ecoomy under the present scenario
globalization and liberalization. Many reform
measures hee been taken by the government of Ir
after 1990s.Presently, Indian capital market is 1
only for Indian investors. It facilitates fl
internationalization of Indian economy by linking
with rest of the world. The lace of advance
vibrant capital market instruments can lead to ui
utilization of financial resources.The above list o
capital market instrumentss not exhaustive bt
inclusive. Other instruments may be created with
approval of capital market regulator depending L
the requirement of the economy and indus
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