I nter national ndexed,Refer red Resear ch Jour nal, | SSN-2250-2629, January,2013

Research Paper - Economics

Effect of ShareMarket in Indian Economy
A Crytical Analysis

* Dr. ShikhaAgrawal

Introduction:

Indian economy isthethird largest economy
in the world in terms of purchasing power. It isgoing
to touch new heightsin coming years. As predicted by
Goldman Sachs, the Global Investment Bank, by 2035
Indiawould bethethird largest economy of the world
just after US and China. It will grow to 60% of size of
the US economy. Thisbooming economy of today has
to pass through many phases beforeit can achievethe
current milestone of 9% GDP.

Economic history of IndiasincelndusValley
Civilizationto 1700AD can besaid under pre-colonial
phase. During Indus Valley Civilization the economy
was very well developed. It had very good trade rela
tionswith other parts of world, which is evident from
the coins of various civilizations found at the site of
Indusvalley. Thencamethephaseof Colonization. The
arrival of East India Company in India ruined the
economy of India. There was atwo-way depletion of
resources. British usedto buy raw materialsfromindia
at cheaper ratesand finished goodswere sold at higher
than normal priceinIndian markets. During thisphase
India's share of world income declined from 22.3%in
1700ADt03.8%in1952.

Economy of I ndiaafter independence:

After Indiagot independence fromthis col o-
nial rulein1947, the processof rebuil dingtheeconomy
started. For this various policies and schemes were
formulated. First fiveyear planfor the devel opment of
theeconomy cameintoimplementationin1952. These
Five Year Plans, started by Indian government, fo-
cused on the needs of the economy. Trade liberaliza-
tion, financial liberalization, tax reforms and opening
up to foreign investments were some of the important
steps which also include share market, which helped
theeconomy to gainmomentum. TheEconomicLiber-
alizationintroduced by Shri Man Mohan Singh (Pres-
ently Hon'le Prime Minister of India) in 1991, then Fi-
nanceMinisterinthegovernment of PV NarsimhaReo,
proved to be the stepping-stone for Indian economic
reform movements. To maintain its current status and
to achieve the target GDP of 10% for financial year
2006-07, the economy of Indiahasto overcome many
challenges.
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A Sock Analysis:

Technical analysisis the method of predict-
ing the stock price based on different factors. Stock
analyststake note of the past market, price of the stock
and volume of the traded stocksto do the stock analy-
sisand thereby forecast the price of the stock. In prac-
tice technical analysisis done on the basis of the dif-
ferent models and trading patterns.

Analyststake note of variousindicatorssuch
as relative strength index, regressions, moving aver-
ages, cyclesregressions, inter-market and i ntra-market
price correlationsto prepare chartsthat actually show
thepattern of thepricemovement for aparticular stock.
On the basis of the chart and indentifying the price
pattern stock analysts predict the future movement of
thestock. Thesefinancial indicatorsareactually math-
ematical transformation of the stock price and trading
volume. Apart from these indicators some analysts
also consider the market psyche while predicting the
stock prices. Therearedifferent model sand theoriesin
practice for stock analysis.

CandleSick Charting:

The method of candlestick charts was first
developed by Homma Munehisain the 18th century.
The candlestick chartisbasically abar style chart that
can be used to project and predict the price movement
of the stock. The candlestick chart is basically the
combination of the line chart and the bar chart and
givesan overview of the opening price, closing price,
highandlow priceinaday for over aperiod of time. This
method of charting and technical analysisisvery popu-
lar among the investors and analysts because of the
easy readability of the chart.

Dow Theory:

Dow Theory was first developed by CharlesH. Dow,
who was thefirst editor of theWall Street Journal and
co-founder of Dow Jonesand Company. Thetheory is
based on six basic tenets. * There are three types of
movements in the market.* Market trends typically
have three phases.* Stock market discountsall news*
Themarket average must always confirm each other *
Market trends needsto be confirmed by the volume of
trading * Trends can only be said to be ended only
when definitive signals prove that.
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Elliott waveprinciple:

Thistheory was devel oped by Ralph Nelson
Elliottinhisbook TheWavePrinciple(1938). Accord-
ing to this theory the psychology of the investors
generally movesfrom optimismto pessimismand this
swing createsthe price pattern that is projected by the
three-wave structures of increasing degree or size.
Apart fromabovetechnical methodstherearelot many
methods availableto do stock analysis of Indian stock
market and movement of stockslistedinNSE and BSE
can beestimated based onthoseindicatorsWhy should
Invest In Share Market? Share market for many is
gamble and they find the stock jargonsto bealien. But
thereality issomething far fromthat. Stocksarealsoa
viable investment option that can give the investors
huge returns if the investment is done meticuloudly.
There are so many factors that make the share market
achosen area of investment for millions of investors.

Stocks can give multiple returns on invest-
ment that no other asset class can match. If investors
can invest wisely in the potentially strong stocks, in-
vestorsareall setto gain hugely fromyour investment.
Thereare somany optionsin stock market investment.
investorscan chooseto dointraday trading or delivery
trading and you cantradein cash segment or in deriva-
tive segment. investors al so get avariety of choicesin
equity trading itself. investors can invest in growth
stocksto gain rapidly, or investors can invest in divi-
dend stocksfor long term and enj oy the dividendsthat
keep comingto you. | n short share market investments
have plenty of optionsthat you can choose according
to investors need and investors budget.

With the advent of online trading, investing
inthe stock market and trading in the stock market has
becomeeasier for theindividual stock investors. They
can buy or sell stocks by themselveswith just a click
of themouse and that too sitting at the comfort of their
homeor office. In case of online stock trading, thereis
no broker involved and there is no paper work either.
Thebrokerage in onlinetrading is aso lower in com-
parison to the conventional stock trading. In short
online sharetrading hasmadethe share market invest-
ment aprofitable proposition for theindividual inves-
tors. In thisage of internet and mediaboom, informa-
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tion has become easy accessible. Anyone can get
detailed information on any business quite easily
through internet. Companies publish quarterly and
annual reportsthat are very much helpful to judge the
financial health and standing of the company.

There are so many institutions who offer analysisand
tips on stock trading. Once investors get registered
with one of them, they will send you detailed analysis
reports and suggestions on buying and selling stocks
that arevery much hel pful inmaking profitableinvest-
ments. With the new regulations and monitoring au-
thoritiesat placethe operations at the stock exchanges
have become transparent and easy to do.
Conclusion:

This booming Indian economy of today has
to pass through many phases beforeit can achievethe
current milestone. Itisveryimportant to overcomeand
to face the challengesin front of the economy of India
inamoreefficient and effectiveway to achieveproduc-
tive, fruitful and desired resultson acontinuous basis.
Herewe are discussing somechallengesbeforelndian
economy.

Challengesbefor el ndian economy:

Population explosion: Thismonster iseating
up into the successof India. According to 2001 census
of India, populationof Indiain2001was1,028,610,328,
growing at arate of 2.11% approx. Such avast popu-
lation puts|ots of stress on economicinfrastructure of
the nation. Thus India has to control its burgeoning
population.

Poverty: Asper recordsof National Planning Commis-
sion, 36% of the Indian population was living Below
Poverty Line in 1993-94. Though this figure has de-
creasedinrecent timesbut somemajor stepsareneeded
to be taken to eliminate poverty from India.
Unemployment: Theincreasing populationispressing
hard on economic resources aswell asjob opportuni-
ties.

Rural urbandivide: Itissaidthat Indialiesinvillages,
even today when there is lots of talk going about mi-
grationtocities, 70% of thelndian populationstill lives
invillages. Thereisavery stark difference in pace of
rural and urban growth. Unless there isn't a balanced
development the economy cannot grow.

Theabove challengesishbreaker of Indian economy;, if
we want to develop early we should be outcome from
challenges.
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