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Chapter -1
Tnvestment Ehvironment

Concept:

tmply , I0vestment  vefers 40 +he Sacvifice OfF present

Francial Johources With tne view do get additional Ainanci
" benelit 1n future. The best use 0} 4ue saving can be defined

0t tme {nvesiment or burchae oF Bnancrm) “assets or veal

oasels 15 invesiment i

Tn Other words, fnvestment Can be defined as the
Pvacess of bearing Jeick 0N die saving by satisfyrng-
Woday Tn anothey sector 1 order 40Uqged the rove. 2xim
o duture. 9t involves the: Commidment OF Jeésources that
have been caved ©r put away Rom curvent Consumpstion
0 Tobe tmat_come benekt “win produce 0 Future.
_ e cocvily dakes blace n fhe preseok and
T % ceviain while e Y ewoard ‘comes later oand it unceviain
Mvday. NuUMLYOUs olternativec 0] investment are available
Such Ot -

s Common stock

» Prefevred stock

> Debl securnties

> Hjbrfd, ecurities ' ‘
7 Real asseqs, muiual Lung, etc.




: t k{'\l Poln[; e B ,_._.....,-,..:---A—-—---'—*—"—"““‘—:...____
* Sacrify of p_re:en\- ‘fancial Kesource ./ :‘;_ -
-; HHemaWe or -the best ue of Ane Saving.

_* Pvotess of earin Alsk

* Purthase of Frnancral asseis | Real assets

X Reasong for Tovesimen) :
- 9o Qet future Lnancial bener‘i-‘l'
0 Inevease dne value 04 wealth

+ @ Save e ™ oney from fn-?\q‘\uoq or o Maintedn -’rne
Pu*t'nﬂung, power _of KR -

% [Major ¢lemenic of Tavestment
1. Risk @ Beaving uncertamn
" 2. Gtme: Hoiding Period or corton du\ﬁ'hﬁn
3. Reduro: Comes in_future ov ex{aecr!rahoﬂ 0f -the "E'E

¥ Didference metween fnvetmeot and Speculation:

Paste Invesi ment Speculation.
L Objective | Slavle Return | Series of Buy 0w and ge
. Redurn. Y Caopial Qain ~
2. Risk | gt s 10w Jicky. gt ¥ bigh Aiky
U ;< v,
3. Return | Moderote Rate of Reum Fgh Rak o} Return.
. e : \
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4 Tme | Long. qerm | hon -4erm

5. Decision | Tndividuar us uany make, |Sndividual make dlecrsron

| decrsion it anvbunt of | based on limited -
Infermation available: | Informmation.

& Plonning | \ongey bmnnm(ﬂ horizon | Short ~term blanning-
dJ J L I

Q horizon.

- T0vestor | @enerany. Rick averse. | Generauy. visk coeler.
d . 3 |

X Invesiment Envivenment :
There are vorious factors 4hat mayt be oternal or externdl
quatitative or quantitative which may affect the \nvest-
ment decrsiod Adfvectly or {ndivecily &t considered as
the 1nvegiment envirohment. e Jovergil 1nvesdiment
evivivonment fc ca-leguri-ced do Ahvee I:aﬁ:. which gre:

L. Securidies or financral ascels:
* Ownerchib  Qecurties [Common stock
e Hubricl Secuvities | Preferred Stock
~« DPbt Securiiiec| band or debentuve

+ Devivative thsivuments / Optyon or Juturec

« Money Marke} 1strumente o shord 4erm in nature

e Capil Mavker Ingrumends e long 4e2m 1 nature
, d _




2. Securidies markes

9. On he basts of Securiy baseal

« Primary market

. Qcconﬂapf marleet -

b. On the basis of 4ime or L-Fe sj:_an o\- SECJ-ln"heS

e IYoney market

. (‘_ap:mt" markel

3. Financhal .I-n-}e.rmedsqne; or Fmancra'. Ineditutions

« Bridqe between Savers ond users
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Real Assers (kand, Duilding, plant ef)

Tnvesiment -E,
=i

Financial Assets (stock, l&%nd,dﬂbh&fn]_
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Ghor} Term semﬁf.‘es

Long ferm Securidies

_iMﬁM;t MMarker fnghrument)

(capi+al Marker Ins{rument)
' ¥

¥ - _‘ 3+ ¥ G Y
i e ueest < Cbabali v
Lorporate Bﬂcurli,j- ~ (qovernment Sy Eeiml'

SeCurity. -0 Y )
5 Commencan |V > (ommon * Treasny
Foper i T Stotk. Nowe
' qreasuyy Hitl ;
» Bonker s - (1. betu) > Prefeved Paverom-
' ﬁcce?'}qme(ﬁﬁ) T Stotk et Bond
b Certifscate of 7 Tssuedat Dnamk & pand {55
Deposif (c8) (™ )
- Kecleamatale ak /
> Eure- Dotlars, %’ :

gtc.




1. Shov} Term Gecuriies: |
fhe Securities tahich have ess than one year It

ore colled ohori- ferm securifies- They are_also calted
money marker tastruments. fhe_vefurdd on. short ter™
cecuiies are higher. Most O Awe Short t€=mM securities

ave tssued Qb dffcount . ;

0. Corpovate Gecurities:
- T fwe Seturties fssued by cerboratioo | company.
¥ coned corporate Secusities. - ! S
i (erlilicote of Depesit (D)
. (ommercial Papér

it. Eurp, dounars, etc.

b-- Qoveynmen} Cecurifies:

The Securifies fssued by government +o

kaise Jne fands s called govérravient securidies.

Government Securilies are Uk froe Security

Ahat's oy Kefurn on government Securitiec e

lower 4@ Corporate Ysecurities. freasun &tu

(T-2in) s -ve example Of ( overen fen| securities .




2. Lon Teven Securities: ol
YT Ghe ‘éﬁ:lﬁ:ijf_eﬁ which have more than ONe Year
\?de is caued long {em Secarilies . ey are also

tk and

caned Capftal vk Instraument .
Scourn gssocated vwoith long 1M Securities Qre higher
o Shord deam. LY} - J

Q. (ovhomgie, cecur fies
1. Common StocK

2. Prefevred stocK
3. @ond

b. Govevnment Qecurities
. qvemsury Note
2. Governwienia! ®ond

% Tnveciment AWernatives:
1. Chory Term Securities
2. Common Stoek
3. Fixed Jnwme Securr{ies
4. Nutual funds

5. Derivolive Oecurities .
6. Otwer Tnves{men}—dttemahvu(gmd. s :lver, veal estaic,
VU E-i-c)

(T-@:11. Commevzial Paper.et)
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X Factors do be consideved in choc-s.‘ng, Tnvesiment andemativer .
1. Invediment qea) ¢ o
2. Risk and Rdte of Refurn
3. qax (onsidevahon
4. Invesiment horizon
5. Investment S-_’(m-\e&é.

¥ Process of Tnvesiment

1. Determining. Snvestment -Objechives
2. Developing  Trvesfment Plan .

— 2% Evoluatiy and selecting \nvesiment alternatives
N Constyuckng o bortfoud?

5. Fm‘.uq-’;iﬂ& ~and ‘ng’gfnﬂ the bortlelio.
. J J







