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A
Abnormal stock behavior, control, 76–82
Acronyms/abbreviations, 383–384
Aggregate FII investment limits, 46–47
Aggregate foreign investment limits,

monitoring, 49
Agreement for Avoidance of Double

Taxation (AADT), 26–27
All or None (AON), 264
American Depositary Receipts (ADRs)

arbitrage, 46–48
availability, limitation, 42
definition, 38–39
foreign corporation benefits, 41–42
investor benefits, 39–40
investor disadvantages, 42–43
ordinary share arbitrage, contrast,

357–359
premium trading, 358–359
pricing, imperfection, 42–43
supply limits, 46
trading availability, 43–46
two-way fundability, 43
usage, 38

American Depositary Share (ADS),
definition, 39

Approval time period, 25
Arbitrage, costs, 47
Asset management company, applicants,

24–25
Assignment margin, 89
At-the-money (ATM) contracts, 154
Auction book, maintenance, 114
Auction market, 130
Auctions, 128, 161, 176

B
Bank exposure, increase (expectation), 10
BANK Nifty options, 154
Bank of India (BOI), 361

Bank of India Shareholding Ltd. (BOISL),
125, 361

Base capital requirements, 183
Base prices, 153, 155, 157
Basket trading system, 118
Best execution, impact, 108
Bombay Online Surveillance System (BOSS),

75
Bombay Stock Exchange (BSE), 102, 361

Bankex Index, 199–200
BSE 100, fluctuation, 13
BSE 100 index constituents, 271–274
BSE 200 Index, 274–280
BSE 500, 196
BSE 500 Index Constituents, 280–286
BSE Mid-Cap Index Constituents,

287–293
BSE-sponsored indexes, 190–208
corporate debt market trading, 179
derivative products, 144–150
derivatives, 251–258
equity classifications, 265–266
futures, 147–149
futures/options, margins, 87–89
GILT Trading System, 178–179
market capitalizations, growth, 6–9
market index features, 197
Mid-Cap Index, 197
options, 146–147
PSU Index, 203
sectoral indexes, 203–208
sector-specific indexes, 198–208
Sensex, 79
single stock monthly options/futures,

251–254
Small Cap Index, 11–12, 197
Small Cap Index Constituents, 294–305
TECk index, 200–203
trade guarantee funds, 94–96
trading system, 144–146

397
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Bombay Stock Exchange Inter-Bank Offer
Rate (BIBOR), 186

Bombay Stock Exchange Online Trading
(BOLT), 112–113

BS7799 certification, 113
highlights/benefits, 112
risk management, 113
trading management, 75–76

Bonds, 4, 34, 39, 43, 155, 156, 157, 158,
159, 162, 165, 166, 169, 170, 172,
178, 185, 186–187

capital-indexed (CIBs), 169
convertible, 26, 34, 29, 43, 170
institutional, 178, 185
municipal, 168
zero-coupon, 155, 156, 157, 158, 162,

166, 169, 170
Bonus shares, 34
Bovespa, market capitalization (comparison),

9
Broad-based sub-accounts, 53
Brokerage fees, maximum, 50–51
Brokerage rates, 184–185
Broker Contingency Fund, 93
Broker-intermediated transactions, 177
Brokers

books, inspection, 98–99
capital, categorization, 82
capital account monitoring, 81–82
contingency fund, 96–97

Bulk deal disclosure/monitoring, 74
Business income, tax consideration, 27

C
Capital, exposure limits, 89–90
Central counterparty, interaction, 92–93
Central Depository Services Ltd., 361
Central listing authority, 180
Circuit filter bands, tightening, 78–79
Circuit limit bands, usage, 77–78
Clearing banks

approval, 124–125
contact information, 368–371

Clearing Corporation of India Ltd. (CCIL),
166, 175, 362

Clearing/settlement process, 179–183
Closeout procedures, 129–130
Closing price methodology, 153
CNX Bank Index, 215
CNX Energy Index, 220–222

CNX FMCG Index, 215–216
CNX Industry Indexes, 223–225
CNXIT options, 154
CNX IT Sector Index, 213–214
CNX Midcap, 211–212

Constituent List, 349–353
CNX MNC Index, 217–219
CNX Nifty Junior, 210

Constituent List, 312–313
CNX Pharma Index, 222–223
CNX PSE Index, 217
CNX Service Sector Index, 220
Commercial paper, 33, 34, 169, 170, 178,

185
Commission costs, 47
Compulsory rolling settlement, 122–123
Computer-generated trading, impact, 108
Constituent SGL (SGL-II) account, 180
Constituent stocks, criteria, 211–212
Contract lot size, 141
Contract note, 121-122, 152
Control, 20, 32, 43, 58, 65, 66, 75–82, 86,

89–99
Corporate debt market, 168–169
Corporate debt repos, introduction, 166
Country of origin, indication, 27–28
Credit Rating Information Services of India

Ltd. (CRISIL), 362
Crore, 245
Cross-deal module, 178
Cumulative preference shares, 34
Currency conversion costs, 47
Custodians, 130–132

change, 55
contact information, 371–373

Customer protection funds, 97

D
Daily mark-to-market margin, 89
Day order, 151, 263

validity, 115
Debentures, 33, 34, 49, 117, 169-170, 175,

177, 185, 186
Debt instruments, 25, 109, 159, 168–172,

178, 180, 186
expansion, 162

Debt issuers, 167–169
Debt market, 159–188

background, 160–161
characteristics, 163–166
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fundamentals, 160–169
reforms, 161–163
transactions, 176–177
transparency, increase, 162

Debt-only investors, 25
Debt trading, 175–178
Delivery-versus-payment (DvP),180
Delivery-versus-purchase (DvP)

basis, 181
Dematerialization, 102, 109, 110, 168

settlements and, 120, 123, 135
depositories and, 132–133

Demographics, impact, 14–15
Demutualization, 1, 104
Department of Economic Affairs, 362
Department of Industrial Policy and

Promotion (DIPP), 59, 363
Depositories, 132–135

competition, 133–135
contact information, 367
history, 132
participants, 133

Derivative investments, limits, 49–50
Derivative markets, surveillance, 71–72
Derivatives, 137

definitions/attributes, 139–142
history, 138–139
market fundamentals, 138–144
risk controls, 89–91

Derivatives and New Products Departments
(DNPD), 67

Derivative Trading and Settlement System
(DTSS), 144

Direct transactions, 176–177
Disclosed Quantity (DQ), 264
Disclosure/transparency

process, 66
rules, 69–70

Dividend income, tax consideration, 27
Dollar indexes, 190
Dollex, 197–198
Dollex 200 constituents, 274–280
Domestic investment

activity, evolution, 6
demand, increase, 9–11

Drip-freed mechanism, 264

E
Economic statistics, 259–261
Elongated yield curve, creation, 164–165

Energy requirements, impact, 15
Entities, types, 23
Equity investments, limits, 49
Equity margins, 84–86

obligations, 86–87
Exchange clearinghouses, 125–130
Exchanges

arbitrage, 108
futures/options, margins, 87–89
settlement systems, 119–124
surveillance, 70–75
trade entries, 107–108
trading/clearing holidays, 267–269

Exchange trading
anonymity, 107
basics, 106–112
features, 113–119
hours, 106
segments, 108–110
system/methodology characteristics, 107
systems, 112–113

Expectations, fundamentals (contrast), 16
Exposure limits, 183–184
Exposure margin, 87
Extreme loss margins, 86

F
Financial institutions, 361–364
Financial instruments, foreign investor

registration, 33
Financial markets, reforms/systems, 66
Financial products/instruments, secondary

market trading, 33–34
Financial services

contact information, 366–376
institutions, contact information, 366–376

Fixed Income Money Market and Derivative
Associative of India (FIMMDA), 185

Foreign brokers, presence, 105
Foreign direct investment (FDI), 4, 57

approval process, 61–63
form, 38
industrial sector preference, 63–64
industry restriction, 60–61
inflows, estimation, 4
ministry/department administration,

59–61
permission, 60
RBI automatic approval, 62
total, 58
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Foreign Direct Investment Policy 2006,
annual report, 59

Foreign Exchange Management Act (FEMA),
29

Foreign Institutional Investor (FII)
application procedures, 51–55
custodians, change, 55
definitions, 38–40
financial instruments, availability, 33–48
investment, statute regulation, 22
regime, 4
registration process, 51–52
reporting requirements, 37–38
sub-accounts, impact, 55
tax considerations, 26–29
trading issues, 55–56

Foreign investment, 20–25
background, 21–22
external factors, 5
GDRs, usage (Euro issues), 61
growth, 1–5
internal factors, 5–6

Foreign Investment Implementation
Authority (FIIA), problem resolution,
59

Foreign Investment Promotion Board (FIPB),
363

FDI investment protocol (approval), 59
Foreign investors, types, 23
Foreign portfolio investment (FPI), 19

representation, 3–4
Free-float capitalization methodology,

192–193
Free-float exchanges, 192
Free-float factor, 191–192
Free-float methodologies

weightings, example, 193
Friedman, Thomas, 11
Full market capitalizations, weightings

(example), 193
Funds

mass movement, 31–32
pay-in/pay-out, 126–128
settlement, 182–183
source, 32–33

Futures contract, 139–140
specifications, 149–150

Futures/options
characteristics, 154–155
margins, types, 87

G
GILT Trading System, 178–179
Global Depositary Receipts (GDRs)

definition, 39
foreign corporation benefits, 41–42
investor benefits, 39–40
ordinary share arbitrage, contrast,

357–359
proceeds, restrictions, 61
proceeds, usage permission, 61
trading availability, 43–46
usage, 38

Good till canceled (GTC) order, 115,
263

Good till days/date (GTD) order, 115,
264

Government bureaucracy, impact, 13–14
Government-issued securities, 170–171
Government securities (G-Secs), 171,

180–181
consolidation, 165
holding/settlement, accounts (usage),

180
NSE VaR, 184
RBI-registered primary dealers, contact

information, 373–376
retail trading, 178

Gross domestic product (GDP) growth,
expectations, 11–12

Gross exposure limits, 184
Gross settlement securities, 123
Guarantee funds, 93–97

H
Hit and take order mechanisms, 116–117
Home regulator, impact, 30

I
Immediate or cancel (IOC) order, 115, 151,

264
Index constituents, 271
Indexes, 189

derivative limits, 91
eligibility criteria, 144
methodologies/computations/details,

191–193
options, 146, 153–154
oversight, 193
selection, futures/options eligibility

criteria, 142
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Index futures/options, 147
margins, 89
risk control, 90
settlements/contracts, 141

India
culture, 241
economy, 234–237
facts, 227, 241–243
figures, 227
financial institutions, 361–364
geography, 229–230
government, 231–234
historical background, 228–241
military, 239
numbering system, 245
people, 230–231
time zone, 249–250
transnational issues, 239–240
transportation, 238

India Index Services & Products Ltd. (IISL),
206–207, 363

products/services, 209
Individual investors, investment limits,

49–50
Information sources, 377–379
Infrastructure

financing, 167
impact, 13

Initial exposure margin, 87–89
Institutional trade, verification, 74
Instrument types, diversification, 166
Insurance industry, development, 10
Integrated Surveillance Department, 67
Interest-free security deposit (IFSD),

183
Interest income, tax consideration, 27
Interest rate derivatives, 155

contract specifications, 155–156,
157–158

International Monetary Fund (IMF), 4
Balance of Payment Manual, fifth edition,

57
In-the-money (ITM) contracts, 154
Intraday value computation, 195
Investigations, usage, 70, 74–75
Investment funds, repatriation, 29
Investment limits, 48–50
Investor base, broadening, 163–164
Investor-level records, 133
Investor Protection Funds, 93, 97

K
Know-your-customer requirements, 69

L
Lakh, 245
Limited physical market, definition, 111–112
Limit order, 145, 151, 263
Limit price order, 116
Liquidity, 143

enhancement, 165
Liquidity Adjustment Facility (LAF), 259
Liquidity groups, defining, 84–85
Listed securities, definition, 111
Listed stocks, eligibility criteria, 142–143
Long-term capital gains, tax considerations,

26
Lot sizes, usage, 110

M
Margin

controls, 82–89
limits, 184
types, 83

Market
abuse, detection/response, 70–71
behavior, control, 76–82
capitalization, 142–143
infrastructure, 169–171
liquidity, evolution, 6
order, 116, 145, 151, 263
safeguards, 65, 69
safety, 69
securities, 172–175
surveillance, 67–68
surveillance systems, 70–75
trading, differentials, 46

Market circuit breakers
application, 80–81
trigger points, 79
usage, 77–80

Market-embedded safeguards, usage, 76–82
Market Intermediaries Registration and

Supervision Department (MIRSD),
67

Market Participants and Investors Integrated
Database (MAPIN), definition, 391

Market Regulation Department (MRD), 67
Market risks, 11–17

external factors, 15–16
internal factors, 13–15
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Market self-regulatory organizations,
definition, 391

Market-specific risks, 16–17
Marketwide circuit breakers, 79–81
Mark-to-market margins, 85–86, 87.

See also Daily mark-to-market margin
Mauritius, Indian bilateral tax treaty, 27–29
Minimum fill (MF), 264
Minimum initial margins, 88
Ministry of Commerce/Industry, 364
Ministry of Finance, 364
Money market, definition, 391
Monthly Economic Report, 260–261
Mumbai Inter-Bank Bid Rate (BIBID),

185–186
definition, 391

Mumbai Inter-Bank Offer Rate (MIBOR),
185–186

definition, 391
Municipal bonds, See Bonds
Mutual fund industry, maturation, 10

N
National budget deficit, impact, 14
National Dealing System (NDS), 181
National Exchange for Automated Trading

(NEAT), 113
National Securities Clearing Corporation

Ltd. (NSCCL), 96, 125–126,
182, 364

National Service Depository Ltd., 364
National Stock Exchange (NSE), 102, 364

derivatives, 251–258
derivatives contract specifications, 155
derivatives products, 151–158
equity classifications, 265–266
futures/options, margins, 87–89
government securities index, 186–187
market capitalizations, growth, 5–9
Nifty, 79
NSE-sponsored indexes, 208–225
option base prices, calculation, 355–356
risk management, 76
sector-specific indexes, 212–225
securities, 254–258
settlement guarantee funds, 96
trading system, 151–152

trade verification, 152
Zero-Coupon Yield Curve (ZCYC), 186

National Summary Data Page, 260

Negotiated Dealing System (NDS), 175
Negotiated Dealing System-Order Matching

(NDS-OM), 176
Negotiated-deal module, 178
Negotiated trade book, maintenance, 114
Net capital inflows, growth, 2
Net portfolio investment, increase, 4
Net settlement securities, gross settlement

securities (contrast), 123
Net worth requirements, 183
NIFTY Market Capitalization/

Weighting/Beta, 308–311
Nonautomatic approval cases, FIPB

processing, 62–63
Numbering system, 245

O
Odd-lot book, maintenance, 114
Odd-lot market, 113
Offline surveillance, 71
Offshore derivatives, 34–37
Oil prices, impact, 15
Online surveillance, 71
Options, 152–154

exercise limits, 91
exercise/settlement, 141

Options contract, 140
specifications, 147

Order books, usage, 113–114
Order conditions, 144–145, 151, 157
Order-driven market, principle, 107
Order-grabbing system, 178
Order matching rules, 114–115,

144, 151
Order types, 115–117, 263–264
Ordinary arbitrage, 46–48, 357–359
Out-of-the-money (OTM) contracts, 154

P
Paisa, 245
Pakistan, impact, 15–16
Participatory notes, 34–37

investor usage, reasons, 36
regulatory caution, 35–36
usage, disadvantages, 36
usage, eligibility, 37

Pension fund investment options, restrictions
(easing), 10

Permitted securities, definition, 111
Physical settlement, delivery problems, 129
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Politics/populism, impact, 14
Position limits, 90–91, 143
Position monitoring, 70, 73–74
Premium margin, 89
Price attributes, types, 116
Price bands, 117–118, 152
Price conditions, 263
Price monitoring, 70, 71–73
Price movement controls, 77–81
Price-related parameters, 151–152
Primary dealer system, 161
Promoters, inclusion, 191
Proprietary sub-accounts, 53
Public markets

FII interest/access, improvement, 5–9
retail investment, growth, 10

Purchases/sales, concentration, 73

Q
Quantity attributes, 116–117
Quantity conditions, 116–117, 264
Quotation method, 157

R
Reference rates, 185–187
Registration

application rejection, 25
requirements, 23–25
validity, 25

Regulator safeguards, 65
Repurchase agreement (repo)

market eligibility, expansion, 166
trades, 177

Reserve Bank of India (RBI), 364
data, issuance, 259–261
FDI underestimates, 4–5
monthly bulletin, 260
RBI-registered primary dealers, contact

information, 373–376
registration, 23
rules, loosening, 165

Retail debt market (RDM), 173–175
clearing/settlement, 182
segment trading, exchange member

eligibility, 179
RETDEBT trading system, 178–179
Risk management, 183–184

mechanisms, case study, 98–99
Risk mechanisms, 66
Risk-reducing order, 145

Rumor verification, 72
Rupee, 245

conversion table, 247

S
Safety/integrity, 65
Securities

market activities, SEBI regulation, 67
pay-in/pay-out, 126–128
registration, 55
selection, futures/options eligibility

criteria, 142
Securities and Exchange Board of India Act

(1992), 67
Securities and Exchange Board of India

(SEBI), 1
application, rejection, 25
enforcement, 68–69
investor registration, 20
registration, 23
regulation, 66–69
Regulations, 22
risk management, 68

Securities Exchange Board of India (SEBI),
364

Securities transaction tax (STT), 51
Securitization market, development, 166
Sensitive Index (Sensex), 11, 193–194

calculation methodology, 194
computation, 194–195
constituents, selection criteria, 196

Settlement, 180–183
cycle, 121–122
introduction, 119–120
systems, 161–162
timing, 120–121

Settlement-related issues, 55–56
Settlement/trading process, 66
Shortage handling, 128
Short selling, 101, 119, 165–166

permission, 19, 34
settlement preparation, 135

Short-term capital gains, tax considerations,
26

Snap investigations, 70, 74
Spot-lot book, maintenance, 114
Standard and Portfolio (S&P) CNX 500,

210
Constituent List, 314–336
Industry Groups, 336–348
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Standard and Portfolio (S&P) CNX Defty,
212

Standard and Portfolio (S&P) CNX Nifty,
209–210

Constituent List, 305–307
options, 153–154

Standard Portfolio Analysis of Risk (SPAN)
methodology, 87–88

State government securities, 171
liquidity, promotion, 165

Stock exchanges, 103–106
central counterparty role, 91–93
contact information, 366–367
debt trading, 177–178
history, 103
risk systems, 75–76
structure/composition, 104–105

Stock futures/options, 148–149, 154, 155
margin, 88
position limits, 90–91
risk control, 90

Stocks
closing price, computation, 111
movement limits, 77–79
options, 146–147

Stop loss
book, maintenance, 114
order, 145, 151–152, 263
price order, 116

Strike price intervals, 154
Sub-accounts, 23

application process, 54
categories, 53
custodians, change, 55
eligibility, 53–54
FII conversion, 55
registration, 53
registration, time validity, 54
reporting requirements, 37–38

Supply/demand mismatch, 16–17
Surveillance, 70–75

action, 72
proactive measures, 72–73

T
Tick sizes, usage, 110–111
Time conditions, 263–264

accommodation, 115

Time-related parameters, 151
Total cumulative equity inflows, 20
Total equity inflows, growth, 2
Trade Guarantee Fund (TGF), 93

balance, 95
case study, 94

Trader workstations, number, 107
Trade settlements, details, 123–124
Trade-to-trade settlement basis, 72
Trading, 55–56

books, BSE maintenance, 114
cycle, 141–142
expired registration, usage, 55
limits, 183–184
methodology, 177
parameters, 157–159, 179
systems, 161

Trading/clearing holidays, 267–269
Treasury bills, 171

U
Unlisted stocks, eligibility criteria,

143–144
U.S. hedge fund FIIs

regulations, 30–31
U.S. hedge fund FIIs, challenges,

29–33
U.S. Securities and Exchange Commission

(SEC), impact, 31

V
Valuation prices, 129
Value-at-Risk (VaR)

margin, 84–85
VaR-based 99 percent margin, 87

W
Weekly Statistical Supplement,

259–260
When-issued market, creation, 166
Wholesale debt market, clearing/settlement,

181–182
Wholesale debt market segment (WDS),

172–173

Z
Zero-coupon bond, See Bonds
Zero-Coupon Yield Curve (ZCYC), 186


