Introduction to Share Market Beginners

ADVERTISEMENTS


Share market is an area which fascinates each and every individual who is craving for more money. Some common phrases are “If we want to earn just try with share markets; my friend has made lot of money in that “.

As beginners we should understand one thing. If we are planning to invest in share market, first we have to categorize our self.

Are we a long term investor?
Are we a short term investor? (Daily trading).
Note: 
In share market we are 95% secured if we are ready to wait (provided company fundamentals are good. Exclude cases like enron, worldcom.etc) .The problem comes when we have invested in a bank we can withdraw same amount with interests till date for any of our emergency.

Assume our money is in form of stocks we got an emergency by today evening 7 pm of 1 lakh. We have seen our stock’s worth in today’s closing was our investment 1 lakh+ whatever market price added to it. We think we have more than required and sell it tomorrow. But tomorrow fate decided the other way market falls our stock value becomes 90 thousand. If we sell that’s where the problem comes.

It may even go upto 1.25 laks next week /next month. Can we wait? That’s the million dollar question.

Case1 – short term investor (Risky)
Remember its here we play not invest.

1. Make investment break ups: If we have “x” Rs in our hand don’t get carried away to buy shares for all “x” Rs. Always we should have fifty percent in our hand.

2. Reinvest only when profits: Make the profits what we earn on the first trade if daily trader (if so happens) to buy extra shares. Suppose if 0ur stock didn’t go up after first investment wait till (may be months) till our holding goes up.

3. Capital maintain: Always ensure that our capital is maintained with till date interest rate of banks. Though depository participants suggests us its always better we should have basic ideas of the company. We have lot of information sources (net, softwares).

4. In case of IPO: Buy and sell within max 1 week of IPOS. Invest in established stocks. If we feel trend of IPO is good come back and invest.

5. Sell well ahead of your expected need: Suppose we have a marriage and we wanted money for that. If we feel that today our investment + return (m-cap) is good may be 30 days ahead of marraige.sell it today. We are secured.

The very simple formula will be if we crave for more we have more chances to lose more.

Case 2 – Long term investor
It’s here we invest. We are most secured in this case because we don’t consider money invested to be used for emergency. Any company will one day have a growth curve. Even a sick company value can be raised by psychological factors of investors.

Use that opportunity!
Share and Enjoy: 

Indian Stock Market – I Don’t See a Recession
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I was one among the common man who was watching the market silently but sounds from media and analyst’s everyday crossing decibels. Let me also contribute to that since I have some regular visitors to my site.

Remember it is market psychology that drives the market now and not rationals. When we are emotional we don’t think about what we do and simply utter words and the market is behaving in the same way.

As I always said don’t be a herd in the market. Have your own taste of success or failure in the stock market. If you really study the fundamentals of the company not by Ratios or High funda financial terms but by common knowledge it will form the basis first in most of the times.

First let me put my views on the market.

What’s the reason for Bull Run till now?
It’s simple. The value of Indian companies were reaching heights because we had investors buying from outside.

We have to agree that it was over valued to a certain extent because of the bullish mentality of FIIs and the credit availability terms they had like less interest rates etc.

What happened suddenly and markets became bearish?
When credit was tightened and interest rates were hiked in US most of the mortgage loans were on floating rate and many people defaulted.

· This led to liquidity crises for lenders.

· There arouse a demand for money in US market.

· FIIs so who needed money started to sell their investments in India to get back money for their livelihood and hence notional value of Indian stocks are going done.

· Indian economy is certainly insulated.

· Indian economy in terms of imports is not much dependent on US.

The good part of the story is that unlike China, which had an export oriented economy, the Indian economy was based on the domestic market. The India’s trade theory is changing a lot as it is turning out to be more of a manufacturing export oriented country. The net trade of services done by India accounts to about just 22% just reflecting the risk on trade services is tried to be minimized. Also in the current scenario the trade practices of India with US has decreased and on the other hand has relatively increased with China reflecting out that the risk of US recession has been deflected.

Also recent crisel research indicates

· Indian banks have limited vulnerability. (CRISIL RESEARCH).

· Indian banks’ global exposure is relatively small.

· International assets at about 6% of total assets.

· Even banks with international operations have less than 11% of their total assets outside India.

· The reported investment exposure of Indian banks to troubled international financial institutions of about $1 billion is also very small.

What’s Behind Indian Companies?
Indian companies’ notional value of its share prices has gone down but nothing like mortgage crises in US.
They are strong on the asset base and in terms of fundamentals.

Just take a company like HERO HONDA. Just let’s look from layman point of view. I had invested two years back and it never went up and it is going up now. In an average Indian mindset this bike is something very common. The availability of credit will impact the sales but it won’t have a drastic impact since it is almost a necessity as far as Indian market is concerned when compared to other industry. I am not saying blindly buy by this. Take this as core then do all fundamental and technical analysis and ponder on it.

Indian companies’ debt equity ratios are decent. Nothing like there is an internal failure in terms of technology or accounting malpractice.

Only thing is companies in IT sector got projects from US and when their economy is down no projects and hence no profit and its effect will be there in other industry as well.

So the basic thing is that there is money problem which Indian investors thought that their investments will go up but no one to buy their portfolios. Others who has gained some profit turned towards safer side seeing the risk in the market.

RBI measures will benefit banks on short run and companies on short run  but the pumped in 1.4 lakh crores by CRR cut and others will be useful for stabilization if the companies  gain back their  money which they have as inventories before the money pumped by RBI is eroded as working capital.

This is a slow process and it will take nearly a year for the positive sentiment to gain back in the market but our companies are fundamentally strong with less overseas exposure in their investments in the collapsed financial institutions.

How to Start Investing in Shares
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When I wanted to know about share market investing, I just typed “how to invest in shares” in google and looked for a detailed answer. Most of the time I got a high tech, high funda output but none of the thing helped me as a layman when I was looking for the first brick to build my house.

I just learned by inquiring and practically working on several issues. Now I am an MBA student which further helps me in enriching my knowledge. I am just publishing this article to help beginners practically how to start with stock market investing.To start investing in share trading, we have to open an account called “Demat account” which is called as dematerialised account.

What is a Demat Account?
It is an account which can be compared to a bank account wherein here your shares are in electronic form with its respective value (either purchase price or selling price). Don’t get bogged down by high fundas like “Demat Account”. In simple words, instead of having shares in paper form we are having it in electronic form .That’s it! In early days, stocks and shares are traded in paper form by people gathering in stock exchanges and showing signs of company and price through signals. Even now Chicago stock markets operate in this way. The highest bidder or the one who is quoting for highest price will be awarded the shares. Now you can trade electronically and so you need an electronic format and hence demat. The reverse of “demat” is “remat” and it is not our concern now.

What should I do to open a Demat Account and where?
You can open a demat account with depositary participant (DP). You can compare this DP with a bank. They will charge you for every purchase and every sale you make. To find a list of DP you can type “Depository Participant” in the search engine and find a one close to your location. Some of the notable ones are India bulls and geogith. And most of the banks like ICICI also provide you this option.

What should I have to open a Demat Account?
· You should have a three months bank statement.

· PAN Card.

· An identity proof.

These depository participants will also advice on stocks and shares. However I personally advice you to have market watch before investing. In next article I will further explain how to trade.

