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« The industrial securities market in India consists of
new issue market and stock exchange.

- The new issue market deals with the new securities
which were not previously available to the investing
public, i.e., the securities that are offered to the
investing public for the first time.
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1. This is the market for new long term capital. The Thecasesolutions com

primary market is the market where the securities are
sold for the first time. Therefore it is also called New

4. Primary issues are used by companies for the purpose of
[ssue Market (NIM). y y p purp

setting up new business or for expanding or modernizing the

existing business.
2.In a primary issue, the securities are issued by the

company directly to investors.

5. The primary market performs the crucial function of
3. The company receives the money and issue new facilitating capital formation in the economy.
security certificates to the investors.

Thecasesolutions.com



Thecasesolutions.com

1. This is the market for new long term capital. The
primary market is the market where the securities are
sold for the first time. Therefore it is also called New
Issue Market (NIM).

2. In a primary issue, the securities are issued by the
company directly to investors.

3. The company receives the money and issue new
security certificates to the investors.
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4, Primary issues are used by companies for the purpose of
setting up new business or for expanding or modernizing the
existing business.

5. The primary market performs the crucial function of
facilitating capital formation in the economy.
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The main function of a new issue
market can be divided into a
triple services function:

1. Origination

2. Underwriting

3. Distribution
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2. Underwriting

S0 b5 an agreement whereby the undererizer
promises o subscribe to o specified mumber af
shares or debentures or a specified amourt of stock
in the evert of puiblic nat subscribing o the lssise.

< IF the fssue b fully subscribed, thin there 1 e
Tisgnility For the underwriter,
<1f a part of the share issues remain unsold, the
underariter  will buy  the shares. Thus,
underwriting i a guarantee for the marketability of
shares,

Method of Underwriting
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3. Distribution

Whwarvng Bt i B o o ecertty to ubiraks (mestor,

=
aistais a regular ind dieect contiat with the utite
Timestors.

* Metbods of thuating Sews sses:
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+ Plagement
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Public Issues

+ The issuing company directly offers ta the

general public finstitutions a fixed number
of securities at a stated price or price band
through a document called prospectus.

= Thés is the most commen method followed

by companies to raise capital theough sue
of the securities,

Offer of sale

It carsiata in cutright sabe of sceritiea theough the

imermmudiary of b housss or shure brokers. It

corsits of wo Rgen

wthe flet wmge is o direct sile by the bsung
company to the Gswe houss and @ an

agresd price.
=+ In the ;;md stuge, the imtermedianics rescll the
ahoue securithes b e ultimate meestors, The s
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Right Issue

=When a listed company proposss to jsue
securities b its oxisting sharcholders, whase
mames appear in the register of members on
record date, in the proportion to their existing
helding, threugh an affer document, sich
Iszes are called "Right lssue’,

- “This mode of raising capital is the best suitad
when the dilution of contralling mterest is nat
intended,

Private placement

<t involves sale of securties to a limied
number of sophisticated imvestors such as
firancial imstituticns, mutual funds, verturs
capital funids, banks, and so-an.

« 1t refers to zale of exquity or equity related
instruments of an urilisted company or sale
of debentures of o listed or unbisted
comgany.
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It refers to the work of investigation, analysis and processing of new project proposals.
Origination starts before an issue is actually floated in the market. There are two
aspects in this function:

1. A careful study of the technical, economical and financial viability to ensure
soundness of the project. This is a preliminary investigation undertaken by the
sponsors of the issue.

2. Advisory services which improve the quality of capital issues and ensure its success.



