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The financial year 2023-24 is going to be a year full of excitement & uncertainty.
The year prior to the Lok Sabha election always has something novel to offer. The
political parties make more serious efforts to remain in lime light. New
permutations and combinations happen. Accusations get more vociferous. The
ruling party endeavors to show case their achievements. The opposition highlights
the follies & fallacies of the ruling party. The debates on television become louder
& shriller. The issue of political stability becomes the core factor. The fear of no
one-party getting absolute majority grips the psyche of the people. The pollsters
come out with predictions. The vibrancy of democracy comes to the fore.

In the midst of all these the economy chugs along. The common man continues his
struggle to improve his lifestyle. The businessmen juggles with inflation, currency
fluctuations & geo-political uncertainties. The investors struggle to make winning
bets amidst the confused state of the market. Whether to book profits or stay
invested? Whether to make fresh commitments? Question marks remain. The most
sane advice that one can get during the tumultuous times is to stay cool & distant.
This would be possible if you have invested in companies that will withstand
the turbulence and ultimately when the storm subsides it will come out
winner. This takes us to the basics of investment. If you have made long
term bets at reasonable valuations in solid companies, it is difficult to lose
money. The storms are always temporary but in the temporary phase the
weak would collapse and strong would come out unscathed. The money
that you save is hard earned & also tax paid. It deserves a royal treatment.
You will need it in your old days, post-retirement. Don’t fritter it away by
taking knee jerk decisions. In a recent Note SEBI has said that 90% of
those who play Futures & Options lose money. So be a wise investor, be
an informed investor. Only then you will reap the fruits of growth of
Indian Economy.

CA. Dharmen Shah
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INVESTORS RELATED DEVELOPMENTS IN CAPITAL MARKET
MONTH - JULY 2023

(Courtesy: BSE IPF/SEBI)

Online Resolution of Disputes in the Indian Securities Market

In furtherance of the interests of investors, SEBI has vide circular dated July 31, 2023 streamlined the
existing dispute resolution mechanism in the Indian securities market under the aegis of Stock
Exchanges and Depositories by expanding their scope and by establishing a common Online
Dispute Resolution Portal ("ODR Portal") which facilitates online conciliation and online
arbitration for resolution of disputes arising in the Indian Securities Market.

Which disputes will be processed through ODR?

Disputes between Investors/Clients and listed companies (including their registrar and share transfer
agents) or any of the specified intermediaries / regulated entities in securities market (as specified
in Schedule A of circular) arising out of latter's activities in the securities market, will be resolved in
accordance with this circular and by harnessing online conciliation and/or online arbitration as specified
in this circular.

Disputes between institutional or corporate clients and specified intermediaries /regulated entities
in securities market as specified in Schedule B of circular can also be resolved, at the option of the
institutional or corporate clients:

Disputes between MII (Stock Exchange/Depository) and its constituents which are contractual in
nature shall be included in the framework at a future date as may be specified, while expressly
excluding disputes/appeals/reviews/challenges pertaining to the regulatory, enforcement role and roles
of similar nature played by MlIs.

The entire process right from lodgement of complaint, conciliation and arbitration has been elaborated
from Point no. 11 onwards in the aforesaid circular.

The registration of complaints on this online portal will commence w.e.f. August 16,2023.

Impact on Investors: This is yet another milestone achieved jointly by SEBI, Stock Exchanges, and
Depositories in the direction of serving the general investors in the securities market in the most efficient
manner. This online dispute resolution mechanism will provide the efficient and time bound settlement
of their disputes/claims not only against the stock brokers but also against the listed companies where
they are shareholders.

Link of the circular https: //www.sebi.gov.in/legal/circulars/jul-2023/online-resolution-of-disputes-in-
the-indian-securities-market 74794.html



EXCHANGE TRADED FUND (ETF)

Whatisan ETF?

ETFs are a sort of investment fund that combines the best features of two popular assets: They combine
the diversification benefits of mutual funds with the simplicity with which equities may be exchanged. It
is amarketable security that tracks an index, a commodity, bonds, or a basket of assets like an index fund.
In the simple terms, ETFs are funds that track indexes such as CNX Nifty or BSE Sensex, etc. Stock
(equity) ETFs comprise a basket of stocks to track a single industry or sector. For example, a stock ETF
might track automotive or foreign stocks. They often have cheaper fees than other types of funds. ETFs
are also more easily traded.

How do ETFs work?

The assets that are underlying are owned by the fund provider, who then forms a fund to track the
performance and offers shares in that fund to investors. Shareholders own a part of an ETF but not the
fund's assets. Investors in an ETF that tracks a stock index may get lump dividend payments or
reinvestments for the index's constituent firms.

Here's a quick rundown of how ETFs work:

An ETF provider takes into account the universe of assets, such as stocks, bonds, commodities, or
currencies, and builds a basket of them, each with its own ticker.

Investors can buy a share in that basket in the same way they would buy stock in a firm.

Like a stock, buyers and sellers trade the ETF on an exchange throughout the day.

Types of ETFs

Passive and Active ETFs: ETFs are generally characterized as either passive or actively managed.
Passive ETFs aim to replicate the performance of a broader index—either a diversified index such as the
S&P 500 or a more specific targeted sector or trend. An example of the latter category is gold mining
stocks: as of February 18, 2022, there are approximately eight ETFs which focus on companies engaged
in gold mining, excluding inverse, leveraged, and funds with low assets under management (AUM).

Actively managed ETFs typically do not target an index of securities, but rather have portfolio managers
making decisions about which securities to include in the portfolio. These funds have benefits over
passive ETFs but tend to be more expensive to investors. We explore actively managed ETFs below.

Bond ETFs: BondETFs are used to provide regular income to investors. Their income distribution
depends on the performance of underlying bonds. They might include government bonds, corporate
bonds, and state and local bonds called municipal bonds. Unlike their underlying instruments, bond
ETFs do not have a maturity date. They generally trade at a premium or discount from the actual bond
price.

Stock ETFs: Stock (equity) ETFs comprise a basket of stocks to track a single industry or sector. For
example, a stock ETF might track automotive or foreign stocks. The aim is to provide diversified
exposure to a single industry, one that includes high performers and new entrants with potential for
growth. Unlike stock mutual funds, stock ETFs have lower fees and do not involve actual ownership of
securities.

Industrial or Sectorial ETFs: Industry or sector ETFs are funds that focus on a specific sector or industry.
For example, an energy sector ETF will include companies operating in that sector. The idea behind
industry ETFs is to gain exposure to the upside of that industry by tracking the performance of
companies operating in that sector.




One example is the technology sector, which has witnessed an influx of funds in recent years. At the same
time, the downside of volatile stock performance is also curtailed in an ETF because they do not involve
direct ownership of securities. Industry ETFs are also used to rotate in and out of sectors during
economic cycles.

5. Commodity ETFs: As their name indicates, commodity ETFs invest in commodities, including crude oil
or gold. Commodity ETFs provide several benefits. First, they diversify a portfolio, making it easier to
hedge downturns

.For example, commodity ETFs can provide a cushion during a slump in the stock market. Second,
holding shares in a commodity ETF is cheaper than physical possession of the commodity. This is
because the former does not involve insurance and storage costs.

6. Inverse ETFs: Inverse ETFs attempt to earn gains from stock declines by shorting stocks. Shorting is
selling a stock, expecting a decline in value, and repurchasing it at a lower price. An inverse ETF uses
derivatives to short a stock. Essentially, they are bets that the market will decline.

When the market declines, an inverse ETF increases by a proportionate amount. Investors should be
aware that many inverse ETFs are exchange-traded notes (ETNs) and not true ETFs. An ETN is a bond
but trades like a stock and is backed by an issuer such as a bank. Be sure to check with your broker to
determine ifan ETN is a good fit for your portfolio.

® Benefits of Investing in ETFs

1. Simple to Trade: Unlike other mutual funds, which trade at the end of the day, you could buy and sell at
any time of day.

Transparency: The majority of ETFs are required to report their holdings on a daily basis.

3. ETFs are more tax efficient than actively managed mutual funds because they generate less capital gain
distributions.

4. Trading Transactions: Since they are traded like stocks, investors can place order types (e.g., limit orders
or stop-loss orders) that mutual funds cannot.

® RiskofInvestingin ETFs

1. Trading Costs: If you invest modest sums frequently, dealing directly with a fund company in a no-load
fund may be less expensive.

2. Liquidity: Some lightly traded ETFs have huge bid or ask spreads, which means you'll be buying at the
spread's high price and selling at the spread's low price.

3. Settlement Dates: ETF sales will not be settled for two days after the transaction; this implies that, as the
seller, your money from an ETF sale is theoretically unavailable to reinvest for two days.

4.  While ETFs often mirror their underlying index pretty closely, technical difficulties might cause

variances.
° PROS & CONS
Sr.No. | PROS CONS.
1. Access to many stocks across various industries | Actively managed ETFs have higher fees
2. Low expense ratios and fewer broker Single-industry-focused ETFs limit
commissions diversification
3. Risk management through diversification Lack of liquidity hinders transactions
4. ETFs exist that focus on targeted industries -
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RIGHTS AND OBLIGATIONS OF INVESTORS

(Annexure-2 by SEBI)
(Courtesy- Security and Exchange Board of India)

Rights of Investors
® (Get Unique Client Code (UCC)allotted from broker.

® Get a copy of KYC and other documents executed from
intermediary.

Get trades executed in only your UCC.

Place order on meeting the norms agreed to with the Member.
Get best price.

Get the contract note for tfrades executed.

Ask the details of charges levied.

Receive funds and securities on time.

Receive statement of accounts from trading member.

Ask for settlement of accounts.

Get statementsas per agreed schedule.

Obligations of Investors

Execute Know Your Client (KYC) documents and provide
supporting documents.

Understand the voluntary conditions being agreed with the
trading member-.

Understand the rights given to the Trading Members.
Read Risk Disclosure Document.

Understand the product and operational framework and
deadlines. Pay margins in time.

Pay funds and securities for settlement in time.

Verify details of trades, Verify bank account and DP account for
funds and securities movement.

Review contract notes and statement of account.

Disclaimer : - The illustration are merely indicative in nature which should not be construed as investment advice
and neither ensure you profits nor protect you from making a loss in declining market.

INVESTOR PROTECTION THROUGH EDUCATION

Published by Mr. Prakash Shah on behalf of Investor Education & Welfare Association. Printed at Gurudeo Printers, Mumbai.
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