
Editorial - June 2019

The first major task the new government has on its hand is to present the Final 
Budget 2019-20. The interim budget was presented by Shri Piyush Goyal before 
the elections. By the time this issue of Investor World is in your hands the Budget 
would have been out and analysts would be presenting their views on the pros and 
cons of the budget.  Two factors make the wait for the Budget interesting. Firstly, it 
is the first budget of a new government that has emerged much stronger after the 
elections. Secondly, the Budget will be presented for the first time by a new Finance 
Minister Mrs Nirmala Seetharaman. Both these factors make the possibility of a 
trend setting budget very bright.

The tasks before the Finance Minister is cut out. Revive the economy from 
sluggishness that it is experiencing right now. The Finance sector is bleeding and 
along with it the automobile and the construction sectors are feeling the pinch.  
Without crossing the Fiscal Deficit threshold of 3.5% of GDP, the government will 
have to fund the ailing sectors to rejuvenate the economy.  The likely source of 
revenue apart from the normal direct and indirect tax collection will be the sale of 

5G spectrum and also the sale of stake in several Public Sector Undertakings 
where the government still continues to be a majority shareholder.

The common man looks for an increase in basic exemption limit so that 
his tax liability goes down. The salaried class which is the most heavily 
taxed constituent expects increase in standard deduction. The corporate 
sector looks for reduction in tax rate to 25%.  The poor seeks more 
subsidies. All these would become possible only if the economy is 
booming for which non fiscal measures play a very important role. That's 
the role the new government will have to play very astutely. 
Liberalisation from redtapism and simplification of existing laws 
leading to improvement in ease of doing business still needs to be 
pushed. We look forward to long term remedies so that the Indian 
Economy begins its march strongly towards a 5 Trillion Dollar economy 
by 2025 as envisaged by our Prime Minister. 

Wishing you all Happy and Cautious Investing post budget.
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CHINA'S FADING DEMOGRAPHIC DIVIDEND- AN OPPORTUNITY FOR INDIA

50 years ago, you could have heard some American parents that demand their children 
saying: "eat your food, there are children starving in China". The great Chinese famine in 
early 1960s was caused by a combination of adverse weather conditions, social 
constraints and economic mismanagement.

Needless to say, a lot has changed since then.
China's economic reforms began more than a decade ahead of India's, in 1948. To tackle 
it is incredibly high birth rate, China put in place its infamous One-Child-Policy in 1979.

Over the decades spanning 1980s and 1990s, China's economic reforms were 
accompanied by a quick transition in the population growth and rapid development of human capital.

The Chinese government realised that for the economy to grow, it needed a big enough workforce with 
necessary skill sets.

As economic reforms in China brought in industrialisation and foreign investment, there was a huge demand 
for skilled workers.

China witnessed a huge spurt in education reforms and rise in college admissions in late 90s and 2000s. The 
rise in college education and growth in skilled population did increase wages and per capita income. But it did 
not hurt the corporate as the skilled workers were unable to produce better quality and technically advanced 
products. So, the rise in wages were accompanied by better profitability for Chinese companies.

Chinese manufacturers quickly became modern, innovative, high-tech companies with thousands of skilled 
workers at their disposal. Naturally, they attracted multinational companies looking to outsource production.
Therefore, the demographic dividend that China has been enjoying over the past decades is a result of nearly 
two decades of investment in human capital prior to that.

What it means for Rebirth of India

With its low birth rate, China is expected to have negative population growth in another decade. Plus, a 
significant proportion of the Chinese population will be aged, leading to a drop in the demographic dividend.

There are very few countries other than India which have the demographics to take over from China in terms 
of becoming a global manufacturing hub.

Significant policy measures and investments in education and creation of job opportunities could ensure that 
India enjoys the China-like demographic dividend in its Rebirth phase. 

Tanushree Banerjee
Team Equity Master
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  CA Kavita B Upadhyay

As a parent, you can't singlehandedly boost the next generation's collective financial IQ. 
But you can take some common sense steps to raise your own child's game.

Kids today have access to money as - allowance (pocket money), earnings (some amount 
for helping others/doing their own tasks independently), gifts (on special days, from 
loved ones) etc.

Allowance: Kids get pocket money without requiring to do any work. Parents should 
make sure the allowance is equitable on an age-weighted basis and parents can give 
"raises" every year. 

Earnings: Parents pay their children wages for completing chores, etc. This teaches the kids the value of 
earning very early in life. If you are doing this, make sure to assign equal amounts of work to the children and 
pay them an equal pay rate without discrimination.

Once the kids understand the concept of "income", it is necessary to teach them how to use that money 
keeping in mind both the short-term needs/ wants and the long-term needs/wants. 

The parents can teach them to make four sections for using their money which explains to them the various 
concepts of using money;

Spend, Save, Donate, and Invest. 

SPEND: As parents you can encourage your kids to make sound financial decisions by teaching them how to 
spend correctly and holding your financial fire when temptation strikes. 

When your kids want to buy something that they don't have the money to pay for, don't sweep in and buy it for 
them. Instead, help them understand the sense of deprivation that can come from spending all their money on 
little purchases - like candy - and not saving appropriately for the major purchases that they really want, like 
that fancy remote control race car."

This teaches them to understand the value of money and also the virtue of not spending all their money on 
immediate needs.

Extra incentives should be given in using the spend section less frequently. 

SAVE: Teach your kids to save a portion of their money and praise them for every penny saved. Before they 
leave the nest, make sure your kids understand the three main types of savings: personal, emergency, and 
retirement. Give them an overview of each type of savings - what it's for, when to contribute, and (most 
importantly) when to draw upon. 

DONATE: Teach your kids to take some money out and put it in the 'donate section.', to buy food for 
people/help people who don't have much money in their 'spend section'. This is the perfect way to teach 
children compassion and understanding that not everyone is as fortunate as they are, while also helping them 
to grow up financially responsible!

And most interestingly and importantly, INVEST: Teach your kids the value of investing by not only talking 
about it but by demonstrating it, if the kids put Rs.100 in the invest section, the parents should put Re. 1 at the 
end of every month. This teaches the kids at an early age about the concepts of how money grows and shows 
them the basic of investing. This will pique the kid's interest and they will become a financially 
knowledgeable adult.

A KID'S OWN WORDS - Every week I get one dollar for allowance. Then I get to choose the section where I 
put my dollar. There are four sections: spend, save, donate, and invest. If I put a dollar in the 'invest section,' 
my parents give me two extra pennies at the end of every month. I've only used my 'spend section' twice! I 
have way over $10 in my 'invest section.' I used to have more but I took some money out and put it in my 
'donate section.' We used to it to buy food for people who don't have much money in their 'spend section.'"

The few steps mentioned above will help the parents teach the kids about all the aspects of how money is 
earned to how it grows at a young age in a responsible manner.

TEACHING FINANCE TO KIDS
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Insurance means a promise to compensate for any potential future losses. It facilitates financial protection 
against losses by reimbursing the insurer during times of crisis.

Insurance cover is decided on the basis of the nature of business and the types of products and services 
offered. It largely also depends on the financial position of the individual who seeks insurance. Premiums are 
periodic payments and different insurers offer diverse premium options. The ever-growing need for insurance 
is explained below:

The role of the insurance companies basically is to first, pool the money to pay claims, Second, to pay for 
expenses involved in selling and providing insurance protection and Third, to invest money.  Earnings from 
investments help keep down the cost of insurance to policyholders.

Insurance rate setting (Premium) is a complex process.  Insurance can't be priced like most products, since the 
money people pay is intended to help cover the costs of unforeseen events, such as auto accidents, marine 
theft, and loss of property, Act of God or fire.  Since premiums are paid in advance, the price must be 
determined before the actual costs are known.  While there are many factors considered in ratemaking, rates 
basically are dependent on two trends: the frequency of claims (how many) and the severity (cost) of each 
claim.

Statutory Governance:

The Insurance Regulatory and Development Authority of India (IRDAI) is an autonomous, statutory 
body tasked with regulating and promoting the insurance and re-insurance industries in India. It was 
constituted by the Insurance Regulatory and Development Authority Act, 1999, an Act of Parliament passed 
by the Government of India. The agency's headquarters are in Hyderabad, Telangana, where it moved from 
Delhi in 2001. 

The industry's ever-growing as there is immense thrust and emphasis on promoting and regulating 
professional organisations connected with the insurance and reinsurance industry. There are specified norms 
on the company's investment of funds, margin of solvency and bookkeeping. Equal emphasis is laid on 
percentage of life and general insurance business undertaken in the social sector. The entire effort is on 
protecting policyholders interests, failing which suspending or cancellation of registrations is undertaken by 
IRDAI.

Insurance repository:

Emphasis is now being laid on buying and maintaining insurance policies in the electronic form rather than on 
paper. Insurance repositories, like share repositories will hold electronic records of insurance policies issued 
to individuals as e - policies.

We would appreciate your view, suggestions and feed-bank to make the 'INVESTOR WORLD' 
more useful and illuminating.

Your inputs and contributions too are

welcome on : info@iewa.in

- Editorial Board

Suggestions and feed-back

INSURANCE AN EVER GROWING SECTOR - ITS NEED AND IMPORTANCE

SECURITY COVERAGE

CONFIDENCE

PROTECTION
HELP

SAFETY

REDUCED RISK

INSURANCE



R. A. Podar College of commerce and economics
(Autonomous)

thDay and Date: Saturday, 29  June 2019
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Objective: Orientation sessions are conducted for the students whereby industry experts are invited to 
interact and share their insights and experiences with the students. The focus is to spread financial literacy 
through workshops.

Process followed: 

After the invocation, Vice- principal Ms. Kavita Jajoo 
addressed the students and welcomed the speakers. 

The students and the parents came together to learn and 
acquire information on the dos and don'ts of wealth 
creation and management. The august gathering keenly 
waited to interact with Mr. Fakhri Sabuwala. The 
students with a natural flair for Finance are always 
eager to learn from wise speakers as their curiosity 
instinct is at its best when they are before a like- 
minded, learned individual like Mr. Sabuwala.

She also felicitated the speaker for the day Mr Fakhri Sabuwala and Mr. Bhavesh Vora, President IEWA. 

In association with IEWA, Mr Fakhri Sabuwala, who is 
a renowned speaker and the Vice president of 
shareholders Association graced the occasion by 
addressing students and parents. He had a humble start 
as the lecturer on completing graduation and went on to 
being a stockbroker. He has addressed over 600 
workshops and seminars.

Learning: Mr Fakhri Sabuwala gave a brief 
introduction on stock market and regular 
investments. He reinforced the difference between 
wealth and money. With the help of his personal 
experiences he explained basic etiquettes in investment. 

He follows the principle of Warren Buffett and shared with the students some points regarding investments in 
the share market.

He urged the students to regularly invest in the market depending on one's capacity to do so. His word of 
caution was to invest in shares by considering the value and not the price of the share. He wanted the 
students to always search for bargains and buy at a lower price. He explained the importance of micro 
and macro- economic that would help to invest and diversify the funds in different sectors. An investor 
should always be flexible as per the changing scenario. His word of caution was not to go in for intra-day 
trading and avoid future and options.

He urged the young investors to never panic but to have faith in the investments done by them.

ORIENTATION SESSION FOR SY AND TY BMS STUDENTS
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Mr. Bhavesh Vora, President, IEWA, also addressed the August gathering. He gave a brief insight into the 
objective and role of IEWA, which is to spread financial literacy with the help of such sessions and seminars.

The students and the parents were also shown a short film that brought out the essence of the stock market.

The IEWA monthly bulletin was also given to the students and the parents as a part of the awareness drive and 
to enhance its reach by reaching across to the intended target market.
The session concluded with a vote of thanks.

Conclusion: Session was well received by students and the parents as it was bi- lingual. It managed to touch 
hearts. Small learnings made a big difference and impact the spirit of investment in times to come.



NÉ«ÉÉ ́ ÉLÉlÉ{ÉÉ ±ÉàLÉoÉÒ +É~ÉiÉà {ÉÉiÉÉHÒ«É ~ÉÒùÉÊ©Ée{ÉÒ ́ ÉÉlÉ ¶É° HùÒ Uà. ¾´Éà +É~ÉiÉà +à ~ÉÒùÉÊ©Ée{ÉÉ 
qùàH oÉù{ÉÉà ~ÉÊùSÉ«É HùÒ+à. +NÉÉA HÂÖÅ +à©É HÉà> ~ÉiÉ <©ÉÉùlÉ ùSÉ´ÉÉ ©ÉÉ÷à ~ÉÉ«ÉÉà ©ÉW¥ÉÚlÉ ¾Éà´ÉÉà 
Xà>+à. +É~ÉiÉÒ {ÉÉiÉÉHÒ«É <©ÉÉùlÉ{Éà lÉoÉÉ Y´É{É{Éà ~ÉiÉ +É W ¥ÉÉ¥ÉlÉ ±ÉÉNÉÖ ~Éeà Uà. lÉ©É{Éà HÉà> 
+ÉÊHÇ÷àG÷ H¾à Hà +à lÉ©ÉÉùÉ ù¾àcÉiÉ{ÉÉ ©ÉHÉ{É{ÉÖÅ SÉiÉlÉù mÉÒX Hà SÉÉàoÉÉ ©ÉÉ³oÉÒ ¶É° Hù¶Éà +{Éà 
~ÉUÒ ~ÉÉ«ÉÉà ¥É{ÉÉ´É¶Éà, lÉÉà lÉ©É{Éà »ÉÉäoÉÒ ~É¾à±ÉÉÅ ¶ÉÖÅ Ê´ÉSÉÉù +É´É¶Éà ? +É +àH »Éù³ »É´ÉÉ±ÉoÉÒ 
+É~ÉiÉ{Éà ~ÉÉ«ÉÉà ùSÉ´ÉÉ{ÉÖÅ ©É¾n´É »É©ÉX> X«É Uà.

{ÉÉiÉÉHÒ«É ~ÉÒùÉÊ©Ée{ÉÉà ~ÉÉ«ÉÉà ~ÉiÉ lÉàoÉÒ W ©ÉW¥ÉÚlÉ ¾Éà´ÉÉà W°ùÒ Uà. +É ~ÉÒùÉÊ©Ée©ÉÉÅ ~ÉÉÅSÉ oÉù Uà. 
{ÉÒSÉàoÉÒ ~É¾à±ÉÉà oÉù ¥É{ÉÒ NÉ«ÉÉ ¥ÉÉq W lÉà{ÉÉ ~ÉUÒ{ÉÉ oÉù lÉù£ +ÉNÉ³ ́ ÉyÉ´ÉÉ{ÉÖÅ ¾Éà«É Uà.

+É~ÉiÉà {ÉÉiÉÉHÒ«É ~ÉÒùÉÊ©Ée{ÉÉ ÊSÉmÉ©ÉÉÅ Xà«ÉÖÅ Uà Hà »ÉÉäoÉÒ {ÉÒSÉ±ÉÉà +à÷±Éà Hà ¡ÉoÉ©É oÉù ̀ ùKÉiÉ'{ÉÉà Uà. +É ~ÉÉ«ÉÉà ùSÉÉ> NÉ«ÉÉà 
¾Éà«É lÉÉà Y´É{É{ÉÒ +Ê{ÉÊýÉlÉlÉÉ+Éà{ÉÉà »ÉÉ©É{ÉÉà »ÉÉùÒ ùÒlÉà HùÒ ¶ÉHÉ«É Uà +{Éà ~ÉÉàlÉÉ{ÉÉÅ ±ÉK«ÉÉà ¡Él«Éà +àHÉOÉlÉÉ »ÉÉyÉÒ ¶ÉHÉ«É 
Uà. lÉà{ÉÉ ́ ÉNÉù Y´É{É »ÉÅ~ÉÚiÉÇ~ÉiÉà +Ê{ÉÊýÉlÉlÉÉ+ÉàoÉÒ §Éùà±ÉÖÅ ¥É{ÉÒ X«É Uà.

+É ~ÉÉ«ÉÉ{ÉÒ ùSÉ{ÉÉ{ÉÉÅ Hà÷±ÉÉÅH +NÉl«É{ÉÉÅ ~ÉÉ»ÉÉÅ lÉù£ {ÉWù HùÒ+à:

1) Y´É{É ́ ÉÒ©ÉÉà - Y´É{É ́ ÉÒ©ÉÉà +à ©ÉÉmÉ +àH ~ÉÉàÊ±É»ÉÒ {ÉoÉÒ. lÉ©Éà Wà ùH©É{ÉÉà ́ ÉÒ©ÉÉà AlÉùÉ´ÉÉà UÉà +à ùH©É lÉ©ÉÉùÉ ©ÉÞl«ÉÖ 
~ÉUÒ ~ÉÊù´ÉÉù{ÉÒ {ÉÉiÉÉHÒ«É W°Êù«ÉÉlÉÉà ~ÉÚùÒ Hù´ÉÉ©ÉÉÅ ©Éqq°~É oÉÉ«É Uà. ÷©ÉÇ ~±ÉÉ{É lÉùÒHà +Éà³LÉÉlÉÒ Y´É{É 
´ÉÒ©ÉÉ{ÉÒ ~ÉÉàÊ±É»ÉÒ HhÉ´ÉÒ{Éà +É ùKÉiÉ ¡ÉÉ~lÉ HùÒ ¶ÉHÉ«É Uà. ¥ÉÒY HÉà> ~ÉiÉ ¡ÉHÉù{ÉÒ ~ÉÉàÊ±É»ÉÒ HùlÉÉÅ ÷©ÉÇ ~±ÉÉ{É 
SÉÊe«ÉÉlÉÉà +{Éà »É´ÉÉâlÉ©É ~±ÉÉ{É ¾Éà«É Uà.

2) +ÉùÉàN«É ́ ÉÒ©ÉÉà - PÉiÉÉ ÊH»»ÉÉ©ÉÉÅ Xà´ÉÉ ©É²«ÉÖÅ Uà Hà ~ÉÊù´ÉÉù©ÉÉÅ +àH »É§«É{Éà ~ÉiÉ Xà NÉÅ§ÉÒù ©ÉÉÅqNÉÒ +É´ÉÒ X«É lÉÉà 
¥ÉyÉÒ W ¥ÉSÉlÉ yÉÉà´ÉÉ> X«É Uà. +ÉoÉÒ +ÉùÉàN«É ´ÉÒ©ÉÉà HhÉ´ÉÒ ±Éà´ÉÉà +l«ÉÅlÉ W°ùÒ Uà. +à©ÉÉÅ ¶ÉG«É lÉà÷±ÉÒ ©ÉÉà÷Ò 
ùH©É{ÉÉà ́ ÉÒ©ÉÉà ±Éà´ÉÉà Xà>+à, WàoÉÒ {É Hùà {ÉÉùÉ«ÉiÉ {Éà NÉÅ§ÉÒù ¥ÉÒ©ÉÉùÒ +É´ÉÒ X«É lÉÉà »ÉÉù´ÉÉù »É¾à±ÉÉ>oÉÒ Hù´ÉÒ 
¶ÉHÉ«É. +É ¡ÉHÉù{ÉÉ ́ ÉÒ©ÉÉ©ÉÉÅ £àÊ©É±ÉÒ ¢±ÉÉà÷ù ¡ÉHÉù{ÉÉà ́ ÉÒ©ÉÉà ±Éà´ÉÉà Xà>+à. lÉà©ÉÉÅ ¥ÉàÊ]H ~±ÉÉ{É A~ÉùÉÅlÉ »ÉÖ~Éù ÷Éà~É 
+~É ±Éà´ÉÖÅ Xà>+à, WàoÉÒ +ÉàUÉ ¡ÉÒÊ©É«É©É©ÉÉÅ ́ ÉyÉÖ ùKÉiÉ ©É³à.

3) ´ÉÊ»É«ÉlÉ{ÉÉ©ÉÖÅ - ©ÉÉà÷É §ÉÉNÉ{ÉÉ ±ÉÉàHÉà +É +NÉl«É{ÉÒ ¥ÉÉ¥ÉlÉ lÉù£ qÖ±ÉÇKÉ HùlÉÉ ¾Éà«É Uà. lÉ©ÉÉùÒ ~ÉÉ»Éà NÉ©Éà lÉà÷±ÉÒ 
»ÉÅ~ÉÊnÉ ¾Éà«É, Xà ́ ÉÊ»É«ÉlÉ{ÉÉ©ÉÖÅ +à÷±Éà Hà Ê´É±É ¥É{ÉÉ´Éà±ÉÖÅ ¾Éà«É lÉÉà lÉ©ÉÉùÉ +´É»ÉÉ{É ~ÉUÒ ~ÉÉÊù´ÉÉÊùH ]PÉeÉ - ÷Å÷É 
oÉ´ÉÉ{ÉÖÅ XàLÉ©É ù¾àlÉÖÅ {ÉoÉÒ.

4) HùW{ÉÒ SÉÚH´ÉiÉÒ & +l«ÉÉù{ÉÉ »É©É«É©ÉÉÅ NÉÖ±ÉÉ©ÉÉà »ÉÉÅH³oÉÒ ¥ÉÅyÉÉ«Éà±ÉÉ ¾ÉàlÉÉ {ÉoÉÒ, lÉà+Éà HùWoÉÒ ¥ÉÅyÉÉ«Éà±ÉÉ ¾Éà«É 
Uà ! HùW ©ÉÉoÉà ¾Éà«É l«ÉÉÅ »ÉÖyÉÒ ©ÉÉiÉ»É Y´É{É{ÉÉà +É{ÉÅq ©ÉÉiÉÒ ¶ÉHlÉÉà {ÉoÉÒ. +ÉoÉÒ V«ÉÉùà ~ÉiÉ HùW ±ÉÒyÉà±ÉÖÅ ¾Éà«É 
l«ÉÉùà lÉà{Éà ¶ÉG«É lÉà÷±ÉÖÅ ́ É¾à±ÉÖÅ ©ÉÉoÉàoÉÒ AlÉÉùÒ qà´ÉÉ{ÉÉà ¡É«ÉÉ»É Hù´ÉÉà Xà>+à.

5) lÉÉHÒq{ÉÉ »É©É«Éà A~É«ÉÉàNÉÒ oÉ{ÉÉùÖÅ §ÉÅeÉà³ - qù ©ÉÊ¾{Éà lÉ©ÉÉùÉ ~ÉÊù´ÉÉù{ÉÉà Wà LÉSÉÇ ¾Éà«É lÉà{ÉÒ mÉiÉoÉÒ U NÉiÉÒ ùH©É 
Ê£G»É Êe~ÉÉàÊ]÷, Ê±ÉÎG´Ée £Åe ́ ÉNÉàùà Wà´ÉÒ ¡É´ÉÉÊ¾lÉÉ yÉùÉ´ÉlÉÒ +è»Éà÷©ÉÉÅ ùÉàHÉ«Éà±ÉÒ ¾Éà´ÉÉ Xà>+à. lÉ©ÉÉùÒ ~ÉÉ»Éà +É 
ùH©É A~É±É¥yÉ ¾Éà«É lÉÉà lÉ©ÉÉùà ±ÉÉÅ¥ÉÉ NÉÉ³É ©ÉÉ÷à HùÉ«Éà±ÉÉ ùÉàHÉiÉÉà{Éà A~ÉÉeÒ ±Éà´ÉÉ{ÉÒ W°ù ~ÉelÉÉ {ÉoÉÒ.

HÉà> ~ÉiÉ ©ÉÉiÉ»É{Éà ~ÉÉàlÉÉ{ÉÉ ©ÉÞl«ÉÖ Ê´É¶Éà, {ÉÉqÉù oÉ´ÉÉ Ê´É¶Éà Hà +H»©ÉÉlÉ{ÉÉà §ÉÉàNÉ ¥É{É´ÉÉ Ê´É¶Éà Ê´ÉSÉÉù Hù´ÉÉ{ÉÖÅ NÉ©ÉlÉÖÅ {ÉoÉÒ, 
~ÉùÅlÉÖ ¾HÒHlÉ +à Uà Hà Y´É{É©ÉÉÅ +É ¥ÉyÉÖ G«ÉÉùà ~ÉiÉ ¥É{ÉÒ ¶ÉHà Uà.

©ÉÉà÷É§ÉÉNÉà ±ÉÉàHÉà{ÉÉ ©É{É©ÉÉÅ +É´ÉÒ Hà÷±ÉÒH §É©ÉiÉÉ+Éà ¾Éà«É Uà &

Ê©É»É. L«ÉÉÊlÉ ©É¶É°
´Éà±oÉ ©Éà{ÉàW©Éà{÷

SÉà{ÉoÉÒ »ÉÚ´ÉÖÅ ¾Éà«É lÉÉà {ÉÉiÉÉHÒ«É ~ÉÒùÉÊ©Ée{ÉÉà ©ÉW¥ÉÚlÉ ~ÉÉ«ÉÉà ùSÉÉà.
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´Éà±oÉ ©Éà{ÉàW©Éà{÷
+É ±ÉàLÉ {ÉÉiÉÉHÒ«É ~ÉÒùÉÊ©Ée ¸ÉàiÉÒ{ÉÉà ¥ÉÒXà ©ÉiÉHÉà Uà.



t ©ÉÉùÒ +É´ÉH G«ÉÉùà«É ¥ÉÅyÉ {É¾Ó oÉÉ«É

t ©ÉÉùÖÅ Y´É{É »ÉÅ~ÉÚiÉÇ~ÉiÉà »ÉÖùÊKÉlÉ Uà

t ©É{Éà G«ÉÉùà«É HÉà> ©ÉÉÅqNÉÒ {É¾Ó +É´Éà Hà HÉà> +H»©ÉÉlÉ {É¾Ó {Éeà

t HùW AlÉÉùÒ qà´ÉÉ{ÉÒ ©ÉÉùÉ©ÉÉÅ ~ÉÚùlÉÒ ¶ÉÎGlÉ Uà

t ¾ÖÅ ¾Å©Éà¶ÉÉÅ ©ÉÉùÉ ~ÉÊù´ÉÉù{ÉÖÅ y«ÉÉ{É ùÉLÉÒ ¶ÉHÒ¶É

V«ÉÉÅ »ÉÖyÉÒ Y´É{É©ÉÉÅ ¥ÉyÉÖÅ »É©ÉÖÅ»ÉÚlÉùÖÅ SÉÉ±ÉÉ ùÂÖÅ ¾Éà«É l«ÉÉÅ »ÉÖyÉÒ +É~ÉiÉ{Éà ùKÉiÉ{ÉÉà ~ÉÉ«ÉÉà ùSÉ´ÉÉ{ÉÖÅ ©É¾n´É »É©ÉXlÉÖ {ÉoÉÒ, 
~ÉùÅlÉÖ V«ÉÉùà Ê´É~ÉqÉ+Éà +É´ÉÒ ~Éeà Uà l«ÉÉùà +à{ÉÖÅ ©É¾n´É »É©ÉX«É Uà. Xà Hà, +ÉNÉ ±ÉÉN«ÉÉ ~ÉUÒ HÚ´ÉÉà LÉÉàq´ÉÉ{ÉÉà HÉà> +oÉÇ 
ù¾àlÉÉà {ÉoÉÒ. +É~ÉiÉà »É©É»«ÉÉ+Éà +É´Éà +à{ÉÒ ~É¾à±ÉÉÅoÉÒ W +NÉ©ÉSÉàlÉÒ ´ÉÉ~ÉùÒ{Éà AGlÉ ~ÉÉ»ÉÉÅ{Éà y«ÉÉ{É©ÉÉÅ ùÉLÉÒ{Éà ~ÉÚùlÉÒ 
XàNÉ´ÉÉ>+Éà HùÒ ±Éà´ÉÒ +É´É¶«ÉH Uà.

+É~ÉiÉà +à÷±ÉÉ ¥ÉyÉÉ +É¶ÉÉ´ÉÉqÒ +{Éà ´«É»lÉ UÒ+à Hà ùKÉÉH´ÉSÉ »ÉÉoÉà ùÉLÉ´ÉÉ{ÉÖÅ §ÉÚ±ÉÒ W>+à UÒ+à lÉà{Éà HÉùiÉà +É~ÉiÉÒ 
NÉàù¾ÉWùÒ©ÉÉÅ Hà ¥ÉÒ©ÉÉùÒ{ÉÒ Î»oÉÊlÉ©ÉÉÅ ~ÉÊù´ÉÉùW{ÉÉà{ÉÖÅ ùKÉiÉ Hù´ÉÉ ©ÉÉ÷à{ÉÒ ́ «É´É»oÉÉ Hù´ÉÉ{ÉÖÅ ù¾Ò X«É Uà.

»´ÉW{É NÉÖ©ÉÉ´«ÉÉ{ÉÖÅ qÖ&LÉ lÉÉà HÉà> ùÒlÉà qÚù oÉ> ¶ÉHlÉÖÅ {ÉoÉÒ, ~ÉùÅlÉÖ {ÉÉiÉÉHÒ«É ùKÉiÉ lÉÉà W°ù ©É³Ò ù¾à Uà. ~ÉÚùlÉÉ ~Éä»ÉÉ ¾¶Éà 
lÉÉà lÉà+Éà lÉ©ÉÉùÒ NÉàù¾ÉWùÒ©ÉÉÅ lÉà+Éà ~ÉÉàlÉÉ{ÉÒ XlÉ{Éà ́ ÉyÉÖ »ÉÉùÒ ùÒlÉà »ÉÅ§ÉÉ³Ò ¶ÉH¶Éà.

{ÉÉiÉÉHÒ«É ~ÉÒùÉÊ©Ée{ÉÉà ~ÉÉ«ÉÉà ©ÉW¥ÉÚlÉ ùSÉÉ«ÉÉà ¾¶Éà lÉÉà lÉ©Éà +Ê{ÉÊýÉlÉlÉÉ+ÉàoÉÒ e«ÉÉÇ ´ÉNÉù SÉà{ÉoÉÒ »ÉÚ> ¶ÉH¶ÉÉà. ©ÉÉiÉ»É{Éà 
+É{ÉÉoÉÒ Ê´É¶ÉàºÉ Xà>+à ́ É³Ò ¶ÉÖÅ ?

»ÉÅ~ÉÊnÉ{ÉÒ 
´É¾áSÉiÉÒ 

(+à»÷à÷ ~±ÉÉÊ{ÉÅNÉ /
AnÉùÉÊyÉHÉùÒ Ê´É¶Éà{ÉÉà Ê´ÉSÉÉù)

»ÉaÉà 
(¢«ÉÖSÉ»ÉÇ / HÉà©ÉÉàÊe÷Ò] / Êù«É±É +à»÷à÷ / 

Ê´Éqà¶ÉÒ ¾ÅÊeÄ«ÉÉ©ÉiÉ)

´ÉÞÊu +{Éà ´ÉäÊ´Éy«ÉHùiÉ 
(¥ÉÉà{e / »÷ÉàG»É / ©«ÉÖS«ÉÖ+±É £{eÃ»É / <÷Ò+à£)

Ê{É«ÉÊ©ÉlÉ ¥ÉSÉlÉ 
(»ÉÅlÉÉ{ÉÉà{ÉÉ Ê¶ÉKÉiÉ ©ÉÉ÷à{ÉÒ XàNÉ´ÉÉ> / Ê{É´ÉÞÊnÉHÉ³ ©ÉÉ÷à{ÉÒ XàNÉ´ÉÉ> / PÉù{ÉÒ LÉùÒqÒ ©ÉÉ÷à{ÉÒ XàNÉ´ÉÉ>) 

ùKÉiÉ  
(÷©ÉÇ <{»«ÉÉàù{»É / +ÉùÉàN«É ´ÉÒ©ÉÉà / NÉÅ§ÉÒù ©ÉÉÅqNÉÒ ©ÉÉ÷à{ÉÉà ´ÉÒ©ÉÉà / ´ÉÊ»É«ÉlÉ{ÉÉ©ÉÖÅ / ~ÉÅNÉÖlÉÉ ´ÉÒ©ÉÉà / 

lÉÉHÒq{ÉÒ ~ÉÊùÎ»oÉÊlÉ ©ÉÉ÷à{ÉÖÅ §ÉÅeÉà³ / HùW{ÉÒ SÉÚH´ÉiÉÒ)
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CA Prarthana Vaidya

A derivative is an instrument whose value is derived from the value of one or more 
underlying, which can be commodities, precious metals, currency, bonds, stocks, stocks 
indices, etc. Four most common examples of derivative instruments are Forwards, 
Futures, Options and Swaps

As the term in itself suggests, a derivative ‘derives’ its value from some other source. The 
value or price of a derivatives contract is driven by the current value or price of the 
underlying.

Note: The above information is meant for educational and informational purposes only and should not be 
construed as investment advice or a promotion of the products mentioned.

Features of Derivatives: 

Some common features that every derivative contract has are as under:

Derivatives do not have an 
independent value and derive 
their value from an underlying.

They require low initial 
investment, usually in the form 
of margins.

This contract is to be settled in 
at a specified date in the future

Types of Derivatives on Indian exchanges:  

Example: A manufacturer who will require copper as raw material 3 months in the future, purchases a 
futures contract to buy the copper at the specified date at a pre-decided rate. In this case the contract 
derives its value from the underlying, i.e. from the spot market price of the copper.  The only initial 
investment required would be the margin payable on the contract. The contract will be settled at the 
future date, i.e. 3 months later.

Equity 

Derivatives:

Index 

Derivatives: 

Commodity 

Derivatives:

Currency 

Derivatives:

Interest Rate 

Derivatives:

Equity derivatives are derivatives whose value is derived from equity securities. 
Futures and options are the common products available for these derivatives.

Index derivatives are a type of equity derivatives in which the underlying 
instruments are equity indices.  Instead of the underlying being a single security it 
is an index such as the SENSEX or NIFTY. Index futures and options are available.

Commodity derivatives derive their value from the underlying commodity. Using 
such derivatives provide a safety net from the volatility and uncertainty in 
commodity prices. Futures and options are the common products available.

Currency derivatives are available in the form of futures and options. They are 
contracts to exchange one currency for another at a specified date at a pre-decided 
exchange rate.

Interest rate derivatives are available in the form of interest rate futures. These 
contracts are based on specified GOI securities on the BSE and NSE.

WHAT IS A DERIVATIVE?



11

Equity
•

•

•

•

High Risk
as compared to 
Fixed Income

No Fixed Source of
Income

Higher Price Volatility
as compared to Fixed 
Income Securities

Commonly referred to 
as stock markets & 
Private Equity Industry

Fixed Income
•

•

•

•

Less Risky due to regular 
payments & recurring 
cash inflows

Fixed and Regular
Source of Income by way 
of Interest

Lower Price Volatility as
compared to other Asset
Class

Commonly referred to as 
the debt market

What are Fixed Income Securities?

Debt instruments that pay Fixed amount of Interest to investors at 
periodic intervals and eventual repayment of Principal at maturity. 

Types of 
Fixed 

Income 
Securities

Corporate
Bonds

Commercial
Papers

Government
Securities

Certificate of
Deposits

Government
Bonds

Treasury
Bills

CA Khushbu Shah

FIXED INCOME SECURITIES - BASICS
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