History/Evolution of the Indian Stock Market, Types of Stock exchanges and their role
A stock exchange is “a body of individuals, whether incorporated or not, constituted for the purpose of regulating or controlling the business of buying, selling or dealing in securities.”
“Securities refers to shares, bonds, scrip, stocks, debentures, and other marketable securities of incorporated companies or similar, government securities, and rights or interest in securities.”
In India, the share market is a term used to refer to the two major stock exchanges in the country— Bombay Stock Exchange (BSE), and the National Stock Exchange of India (NSE). There are also 22 regional stock exchanges.
History of Indian Share Market
The Indian stock market traces its history back to the late 18th century when the trading floor was under the shade of a sprawling banyan tree opposite the Town Hall in Mumbai. A few people would meet under this tree to informally trade in cotton. This was mainly due to the fact that Mumbai was a busy trading port and essential commodities were traded here often.
The Companies Act was introduced in 1850 following which investors started showing an interest in corporate securities. The concept of limited liability also put in an appearance around this time.
By 1875, an organization known as ‘The Native Share and Stock Broker’s Association’ came into being. This was the predecessor of the BSE.
In 1894, the Ahmedabad Stock Exchange came into being primarily with the objective of enabling dealing in the shares of textile mills in the city.
The Calcutta Stock Exchange was formed in 1908 with the intention of facilitating a market for shares of plantations and jute mills
It was in 1920 that the Madras Stock Exchange took shape.
In 1957, the BSE was the first stock exchange to be recognized by the Government of India under the Securities Contracts Regulation Act.
The SENSEX was launched in 1986 followed by the BSE National Index in 1989.
The Securities and Exchange Board of India (SEBI) was constituted in 1988 to monitor and regulate the securities industry and stock exchanges. In 1992 it became an autonomous body with completely independent powers.
In 1992, the NSE was formed as the first demutualised electronic exchange in the country with the intention of ensuring transparency in the markets.
NSE began operations in the Wholesale Debt Market (WDM) segment in 1994, the equities segment in 1994, and the derivatives segment in 2000.
It was in 1995 that the BSE made the switch to an electronic system of trading from the open-floor system.
In 2015, SEBI was merged with the Forward Markets Commission (FMC) with the aim of strengthening regulation of the commodities market, facilitating domestic and foreign institutional participation, and launch of new products.
Current Day State of Affairs:
Today, the BSE is measured as the world’s 11th largest stock exchange and the market capitalization is likely to be around $1.7 trillion. The market capitalization of the NSE is estimated to be over $1.65 trillion.
Over 5,000 companies are listed on the BSE and 1,500 figure on the NSE. In terms of share trading volumes, still, both the exchanges are on parity. Nowadays people are able to conduct online trading sitting in the comfort of their home. Facilities such as zero brokerage demat and live updates are all available with the help of internet.
Stock Exchange
The secondary tier of the capital market is what we call the stock market or the stock exchange. The stock exchange is a virtual market where buyers and sellers trade in existing securities. It is a market hosted by an institute or any such government body where shares, stocks, debentures, bonds, futures, options, etc are traded.
A stock exchange is a meeting place for buyers and sellers. These can be brokers, agents, individuals. The price of the commodity is decided by the rules of demand and supply. In India, the most prominent stock exchange is the Bombay Stock Exchange. There are a total of twenty-one stock exchanges in India.
Functions of the Stock Exchange
· Liquidity and Marketability: One of the main drawing factors of the stock exchange is that it enables high liquidity. The securities can be sold at a moment’s notice and be converted to cash. It is a continuous market and the investors can divest and reinvest with ease as per their wishes.
· Price Determination: In a secondary market, the only way to determine the price of securities in via the rules of supply and demand. A stock exchange enables this process via constant valuation of all the securities. Such prices of shares of various companies can be tracked via the index we call the Sensex.
· Safety: The government strictly governs and regulates the stock exchanges. In the case of the BSE, the Securities Board of India is the governing body. All transactions occur within the legal framework. This provides the investor with assurances and a safe place to transact in securities.
· Contribution to the Economy: As we know the stock exchange deals in already-issued securities. But these securities are continuously sold and resold and so on. This allows the funds to be mobilized and channelized instead of sitting idle. This boosts the economy.
· Spreading of Equity: The stock exchange ensures wider ownership of securities. It actually educates the public about the safety and the benefits of investing in the stock market. It ensures a better quality of transactions and smooth functioning. The idea is to get more public investors and spread the ownership of securities for the benefit of everyone.
· Speculation: One often hears that the stock exchange is a speculative market. And while this is true, the speculation is kept within the legal framework. For the stake of liquidity and price determination, a healthy dose of speculative trading is necessary, and the stock exchange provides us with such a platform.
Trading and Settlement Procedure
1] Selecting a Broker or Sub-broker
When a person wishes to trade in the stock market, it cannot do so in his/her individual capacity. The transactions can only occur through a broker or a sub-broker. So according to one’s requirement, a broker must be appointed.
Now such a broker can be an individual or a partnership or a company or a financial institution (like banks). They must be registered under SEBI. Once such a broker is appointed you can buy/sell shares on the stock exchange.
2] Opening a Demat Account
Since the reforms, all securities are now in electronic format. There are no issues of physical shares/securities anymore. So an investor must open a dematerialized account, i.e. a Demat account to hold and trade in such electronic securities.
So you or your broker will open a Demat account with the depository participant. Currently, in India, there are two depository participants, namely Central Depository Services Ltd. (CDSL) and National Depository Services Ltd. (NDSL).
3] Placing Orders
Investor will actually place an order to buy or sell shares. The order will be placed with his broker, or the individual can transact online if the broker provides such services. One thing of essential importance is that the order /instructions should be very clear. Example: Buy 100 shares of XYZ Co. for a price of Rs. 140/- or less.
Then the broker will act according to your transactions and place an order for the shares at the price mentioned or an even better price if available. The broker will issue an order confirmation slip to the investor.
4] Execution of the Order
Once the broker receives the order from the investor, he executes it. Within 24 hours of this, the broker must issue a Contract Note. This document contains all the information about the transactions, like the number of shares transacted, the price, date and time of the transaction, brokerage amount, etc.
Contract Note is an important document. In the case of a legal dispute, it is evidence of the transaction. It also contains the Unique Order Code assigned to it by the stock exchange.
5] Settlement
Here the actual securities are transferred from the buyer to the seller. And the funds will also be transferred. Here too the broker will deal with the transfer. There are two types of settlements,
· On the Spot settlement: Here we exchange the funds immediately and the settlement follows the T+2 pattern. So a transaction occurring on Monday will be settled by Wednesday (by the second working day)
· Forward Settlement: Simply means both parties have decided the settlement will take place on some future date. It can be T+% or T+9 etc.
Major Stock Exchanges in India	 Or Types of Stock Exchanges
The major stock exchanges in India are stated below:
a. National Stock Exchange
The National Stock Exchange, founded in 1992. It was recognized as a stock exchange by SEBI under the Securities Contracts (Regulation) Act, 1956 and the operation commenced in 1994. 
It was the first exchange in India to provide fully computerized electronic trading. NSE is one of the pioneers in technology and innovation, which ensured the high-end performance of its systems. The exchange supports more than 3,000 VSAT terminals, making the NSE the largest private wide-area network in the country.
NSE's identity crafted in the nineties has for the last 25 years, stood for reliability, expertise, innovation and trust. In the last 25 years, the Indian economy and technology landscape has changed dramatically. So has NSE.
NSE's new identity reflect its multi-dimensional nature: multiple asset classes, multiple customer segments, and its multiple roles including, exchange, regulator, index provider, data and analytics, IT services, educator and market developer.
The new identity depicts growth with a modern representation of a blooming flower. The multiple colours capture the multi-faceted nature of the business. The red denotes NSE's strong foundation, the yellow and orange are inspired by the flower for prosperity and auspicious ventures the marigold, and the blue triangle is a compass, always future-oriented and helping us find our true North.
The sharp edges indicate technology, precision and efficiency. The shape also amplifies NSE's tradition of collaboration. The internal vectors depict NSE's DNA of continuously pushing boundaries.
Vision-To continue to be a leader, establish global presence, facilitate the financial well-being of people.
	AR
	MILESTONES

	2019 - 2020
	· NSE launches new brand identity for NIFTY Indices 
· Proposed NSE IFSC-SGX Connect receives regulatory dispensations 
· NSE EMERGE achieves 200th SME listing milestone 
· NSE Commodities Segment gets recognition from CBDT 
· NSE opens Centre for Behavioral Science at IIMA 
· Launch of Interest Rate Options on Government of India bonds  
· NSE Indices launches Nifty BHARAT Bond Index Series 
· NSE declared world’s largest derivatives exchange 2019 by WFE 
· NSE launches Request for Quote (RFQ) Platform in Debt Securities

	2018 - 2019
	· Launched Commodity Derivatives segment, go Bid Mobile app for government securities and Tri-Party Repo of Corporate Debt Securities. 
· Weekly option on NIFTY 50 was launched 
· E-voting for corporates 
· NSE derivatives access was extended to US clients 
· Signs Post-Trade Technology and Strategic Partnership Agreement with Nasdaq 
· MoU with London Stock Exchange Group

	2017 - 2018
	· Launched currency derivatives on Non-FCY INR pairs 
· Launched NIFTY SME EMERGE Index and 72 fixed income and three hybrid indices 
· Entered into a MOU with The Colombo Stock Exchange (CSE)



Products of NSE:
NSE offers a comprehensive and innovative product and service offerings delivered through a vertically-integrated business model supported by a robust risk management system framework. NSE is driven its commitment of a more inclusive and transparent market, in its search for newer products and processes. It recognizes that technology forms the core of financial markets in driving greater transparency and is ever evolving.  Though we launched the Capital Market segment on November 3, 1994 we continue to expand the range of products and services that it offers.
The products on the Exchange are organized into 3 asset classes for trading:  Capital market for the listing and trading of equities, fixed income securities and the derivatives market. 
Equity and equity-linked products available for trading in the cash market include stocks, IDRs, ETFs (including those benchmarked the NIFTY indices) and units of closed-ended mutual fund schemes, as well as a segment devoted to the growth of the SME's listed on EMERGE. 
Under the Derivatives segment, NSE offers derivative contracts on Equity, Indices, Currency, Interest Rates and Commodities.
The fixed income securities and Debt products include Negotiated Trade Reporting in Government securities, Corporate Bonds, Sovereign Gold Bonds and other debt securities traded on multiple platforms.
Functions of NSE
The NSE was set-up with an express objective to fulfill the following functions:
1. Establishing a nationwide trading facility for equities, debt and other hybrid instruments.
2. Ensuring equal access to investors across the nation through an appropriate communication network
3. Providing a fair, efficient and transparent securities market to investors using electronic trading systems
4. Enabling shorter settlement cycles and book entry settlement systems, and
5. Meeting the current international standards of securities markets.
Bombay Stock Exchange
Established in 1875, BSE (formerly known as Bombay Stock Exchange), is Asia's first & the Fastest Stock Exchange in world with the speed of 6 micro seconds and one of India's leading exchange groups. Over the past 143 years, BSE has facilitated the growth of the Indian corporate sector by providing it an efficient capital-raising platform. Popularly known as BSE, the bourse was established as ‘The Native Share & Stock Brokers' Association’ in 1875. In 2017 BSE has become the 1st listed stock exchange of India.
Today BSE provides an efficient and transparent market for trading in equity, currencies, debt instruments, derivatives, mutual funds. BSE SME is India’s largest SME platform which has listed over 250 companies and continues to grow at a steady pace. BSE star MF is India’s largest online mutual fund platform which process over 27 lakh transactions per month and adds almost 2 lakh new SIPs ever month. BSE Bond, the transparent and efficient electronic book mechanism process for private placement of debt securities, is the market leader with more than Rs 2.09 lakh crore of fund raising from 530 issuances. (F.Y. 2017-2018).
Keeping in line with the vision of Shri Narendra Modi, Hon’be Prime Minister of India, BSE has launched India INX, India's 1st international exchange, located at GIFT CITY IFSC in Ahmedabad.
Indian Clearing Corporation Limited, a wholly owned subsidiary of BSE, acts as the central counterparty to all trades executed on the BSE trading platform and provides full novation, guaranteeing the settlement of all bonafide trades executed.
BSE Institute Ltd, another fully owned subsidiary of BSE runs one of the most respected capital market educational institutes in the country.
BSE has also launched BSE Sammaan, the CSR exchange, is a 1st of its kind initiative which aims to connect corporate with verified NGOs
BSE's popular equity index - the S&P BSE SENSEX - is India's most widely tracked stock market benchmark index. It is traded internationally on the EUREX as well as leading exchanges of the BRICS nations (Brazil, Russia, India, China and South Africa)
Vision
"Emerge as the premier Indian stock exchange with best-in-class global practice in technology, products innovation and customer service."

CSR (Corporate Social Responsibility)
Corporate Social Responsibility (CSR) in BSE is aligned with its tradition of creating wealth in the community with a three pronged focus on Education, Health and the Environment. Besides funding charitable causes for the elderly and the physically challenged, BSE has been supporting the rehabilitation and restoration efforts in earthquake-hit communities of Gujarat. BSE has been awarded the Golden Peacock Global - CSR Award for its initiatives in Corporate Social Responsibility (CSR) by the World Council of Corporate Governance.

Equity
· S&P BSE SENSEX
· S&P BSE SENSEX 50
· S&P BSE Bharat 22 Index
Sector & Industry
· S&P BSE Basic Materials
· S&P BSE Energy
· S&P BSE Fast Moving Consumer Goods
Thematic
· S&P BSE India Infrastructure
· S&P BSE India Manufacturing Index
· S&P BSE 500 Shariah
Strategy
· S&P BSE Dividend Stability Index
· S&P BSE SENSEX 2X Leverage Daily Index
· S&P BSE SENSEX Futures Index
Sustainability
· S&P BSE 100 ESG
· S&P BSE CARBONEX
Volatility
· S&P BSE SENSEX 1-Month Real Vol
· S&P BSE SENSEX 2-Month Real Vol
· S&P BSE SENSEX 3-Month Real Vol
Fixed Income
· Composite
· S&P BSE India Bond
Government
· S&P BSE India Sovereign Bond Index
· S&P BSE India Government Bill Index
· S&P BSE India Provincial Bond Index
Corporate
· S&P BSE India Financials Bond Index
· S&P BSE India Services Bond Index
· S&P BSE India Industrials Bond Index
· Money Market
· S&P BSE Liquid Rate Index
Important Indices
1. Sensex (Based on 30 companies)
2. BSE-100 (Based on 100 companies)
3. BSE-200 (Based on 200 companies)
4. Dollex (Based on dollar value of BSE-200 companies)
5. Bankex (Based on shares of banks only)
6. Reality index (Based on shares of real estate companies)
Sensex (Sensitive Index) – Most important index of BSE – Index of a stock exchange measures change in market capitalization
Time related conditions include
1. Day order – the order is valid only for the day on which it is entered. If the order is not matched during the day, it will get cancelled at the end of the trading day, It is also known as intra-day trading.
2. Good Till Cancelled (GTC) order -the order remains in the system until it is cancelled by the member. It will therefore span multiple trading days if it does not get matched. The maximum number of days a GTC order can remain in the system is notified by NSE from time to time.
3. Good Till Date (GTD) order – the order stays in the system till the date mentioned by the member. The maximum number of days a GTD order can remain in the system is notified by NSE from time to time.
4. Immediate or Cancel (IOC) order – if the order is not executed on release, it will be removed from the market. If a partial match happens, the unmatched portion of the order is cancelled immediately.
Price related conditions include:
1. Limit Price/Order – the expected price is mentioned by the member while entering the order into the system.
2. Market Price/Order – the expected price is set as the best price available at the time the order was placed.
3. Stop Loss (SL) Price/Order – an order which gets activated only when the market price of the relevant security crosses a threshold price.

Difference between stock and commodities exchanges
The stock exchange is a place where the piece of ownership in businesses (i.e. stocks) are bought and sold among the traders. On the other hand, a commodity exchange is a market where goods that come from the earth like gold, silver, corn, soybeans, oil, cattle, coffee, pork, etc are traded among the buyers and sellers.
Role of Stock Market in Shaping the Financial Scenario of a Nation
Stock exchanges play a vital role in the functioning of the economy by providing the backbone to a modern nation's economic infrastructure. Stock exchanges help companies raise money to expand. They also provide individuals the ability to invest in companies. Stock exchanges provide order and impose regulations for the trading of stocks. Finally, stock exchanges and all of the companies that are associated with the stock exchanges provide hundreds of thousands of jobs in a country and play a significant role.
1. Business Expansion
Stock exchanges provide companies the ability to raise capital to expand their businesses. When a company needs to raise money they can sell shares of the company to the public. They accomplish this by listing their shares on a stock exchange. Investors are able to buy shares of public offerings and the money that is raised from the investors is used by the company to expand operations, buy another company or hire additional workers. All of this leads to increased economic activity which helps drive the economy.
2.  The Stock exchange acts as a continuous market for securities
Investors can invest in any securities, but in case of any risk, they can exit from that security and freshly reenter into whichever security they feel as secure. In this way the stock markets provides opportunities in ready and continuous form for securities, where investors and traders conduct buy and sell transactions in the stock market.
3.  Stock exchanges are responsible for Securities Evaluation
The stock price is based on demand and supply in market. If a company performs well, its stocks price automatically increases as more investors are likely to invest and demand raises which affects stock price to rise. If a company performs badly, its stocks price automatically decreases as more investors are likely to sell and supply rises which affects stock price to fall. Thus stock price indicates the performance and stability of the company. Through these investors decide according to their risk appetite whether to enter or exit or hold. The stock exchange acts as a regulator for the securities price evaluation for all the listed stocks.
4.  Stock exchanges Mobilizes savings
Most of the public cannot invest the bulk amount in securities, so they invest in indirect ways such as mutual funds and investment trusts, and these are mobilized by stock exchanges.
5.  Stock Exchanges enables healthy speculation
Stock exchange encourages businessmen and provides healthy speculation opportunities to speculate and gain profits from fluctuations in stock prices. The stock price is based on demand and supply. Due to the rules and regulations of the artificial market, scarcity is prevented.
6.  Stock exchanges Mobilizes funds
Stock exchange encourages both the companies and investors to sell or buy stocks and enables the availability of funds. These actions strengthen the money market and ensure short-term funds to available. Banks also provide funds in the form of loans for dealings in the stock market.
7.  Stock exchanges Protect investors
Stock exchange ensures the protection of the funds of investors by allowing only genuine companies to be listed in the stock exchange. The stock exchanges also control the companies by its norms and conditions.
8.  Stock exchanges provide opportunity for Capital formation
Stock exchange plays a key role in the capital formation for the listed companies. When a company is extending or diversifying its needs to raise more fund, exchanges make this very easy by issuing more shares, bonds, etc through which they can issue more shares through rights shares or bonus shares, and thus the capital gets generated which promotes economic growth.
9.  Stock exchanges ensures Liquidity
Banks and some other institutions like Life Insurance Corporation (LIC) invest their funds in the stocks and earn a profit within a short period and are sold immediately if there is any necessity of funds. Thus there is an opportunity to liquidate immediately at any time if required in the stock market.
10. Stock exchanges act as an economic barometer
The country’s economic growth is measured with the trends in the stock market. An upward trend in the stock market denotes growth potential and downward trend denotes the fall in the economy. Hence the stock exchange is called as an economic barometer as it indicates conditions prevailing in the country. Generally, a politically and economically strong government follows an upward trend in the stock market, and unstable government with huge borrowings follows a downward trend in the stock market.
11.  Stock exchanges have a Control on companies
Every company listed on an exchange must produce their annual reports and an audited balance sheet to the stock exchange. It is open for all to go through, and investors invest according to these reports, and they get to know how the company has been performing. Thus stock exchanges have a control on companies. Thus, stock exchanges ensure that only genuine company’s shares are transacted in the market. Fraud companies once identified will be blacklisted/ delisted and will not be allowed to raise their capital through exchanges.
12.  Stock exchanges attracts foreign capital
Foreign institutional investors (FII) are likely to invest in developing economy as the rate of returns will be high in developing economies due to growth opportunities. Thus stock exchanges help in attracting more foreign funds which improves exchange rate of the currency, and thus more trade is undertaken by the government.
13.  Stock exchanges manage Monetary and fiscal policies
The monetary policy must be in favor of the businessmen and producers, if it is not functioning then, suitable actions can be taken by the government through stock market transactions.
14.  Stock exchanges ensure Safety of Capital and Fair Dealing
The transactions made in the stock exchange are made available to the public under well-defined rules and regulations abided by laws. This ensures safety and fair dealings for the average investors.
15.  Stock exchanges ensure proper Channelization of Capital
Stock exchanges ensure that the flow of savings is directed into the most productive and profitable channels.
16.  Stock exchanges regulate company management
The firms wanting to get their securities listed must follow certain rules and fulfill certain conditions. Stock exchanges safeguard the interest of the investors and regulate the company management.
17. Stock exchanges are the barometer of Business Progress
The stock exchange functions as a barometer of the business in our country. The boom and depression are reflected by the market indices and varies as per the securities. The changes are attributed after seeing the market quotations.
18. Direct Jobs
The stock exchanges and all of the companies that serve the stock exchanges such a brokerage firms, investment banks and financial news organizations employ hundreds of thousands of people. Most of the jobs related to stock exchanges are well paying and career orientated jobs. As a result, the employees of these firms are able to help spur economic activity.

