Investor World

For Private Circulation Only

1 E WA
Editorial Board -
President Emeritus:
Mr. N. L. Bhatia

President :
Mr. Bhavesh Vora

Vice President : nﬂl |
Mr. Dharmen Shah \ | WE E\

iu}

Vol: VIl / December 2025 Mr. Bhavesh Vora Shri. N. L. Bhatia
President President Emeritus

Bulletin of
Investor Education &
Welfare Association gmé = @%@m&’z 2025

(Regd. under Societies Acts
Regd. No. 656 Dt. 6-9-93)

Understanding Corporate Actions and Their Impact
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Investor Education Corporate actions are routine events carried out by companies that may bring
& Welfare Association changes to the securities held by investors. These events are part of a company's
407, Reena Complex, governance and financial structuring activities and operate within the regulatory
Ramdev Nagar, framework of the Companies Act, 2013 and SEBI regulations. For investors,
Vidyavihar (West), understanding corporate actions is useful because these events can affect the
Mumbai - 400 086. number of shares they hold, the value reflected in their portfolios, and how they
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Corporate actions take several forms. Some common examples include dividends,
bonus shares, stock splits, rights issues, buybacks, and restructuring events such as
mergers or demergers. Each type of action serves a specific corporate purpose. A
dividend, for instance, reflects a distribution of profits, and share prices typically
INSIDE adjust on the ex-dividend date to account for this. Bonus issues and stock splits
increase the number of shares available to the investor but do not alter the

1) Understanding IPOs ........... overall value of their investment at the time of issue; they are simply

) changes in share structure. Rights issues provide existing investors the
2) araue-u wslani vl option to purchase additional shares. Buybacks, on the other hand, allow
A ASCA WS oeerrerrereeee companies to reduce outstanding share capital by offering investors the

choice to tender their shares. Restructuring actions like mergers or
demergers may result in new share allotments or changes in business
representation within an investor's holdings.

Understanding the timeline associated with corporate actions is equally
important. Dates such as the declaration date, record date, and ex-date
determine whether an investor is eligible to receive a benefit or participate
in a specific action. Price adjustments that occur on ex-dates are normal
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market movements aligned with the economic effect of the action, not indicators of gains or losses. Awareness
ofthese dates helps investors avoid confusion when tracking their holdings or reviewing account statements.

Corporate actions do not imply any form of investment advice or recommendation. Their purpose is solely
operational from the company's perspective. For investors, the benefit of understanding these actions lies in
improved clarity, better interpretation of portfolio changes, and confidence in navigating market disclosures.
Being informed ensures that investors can verify entitlements accurately, understand why share prices may
change around certain dates, and stay aligned with the regulatory processes governing listed companies.

Staying aware of corporate actions contributes to a more transparent and informed investment experience.
Investors are encouraged to regularly review company announcements and stock exchange disclosures to
stay updated on events that may affect their holdings.
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UNDERSTANDING IPOS

An Initial Public Offering (IPO) represents an important milestone in the life of a company. It marks the shift
from private ownership to public ownership, allowing the company to offer its shares to the general public for
the first time and list on a recognised stock exchange. Businesses generally choose to go public to raise long-
term funds for expansion, reduce existing debt, strengthen their balance sheet, enhance visibility, or provide
liquidity to early investors who have supported the company during its formative years. For investors,
understanding the nature of an IPO and the various factors involved is essential for forming an informed
perspective.

AnIPO may consist of a Fresh Issue, an Offer for Sale (OFS), or a combination of both. A Fresh Issue involves
the creation of new shares, and the capital raised is received directly by the company for its operational or
strategic needs. In contrast, an OFS allows existing shareholders-such as promoters, founders, or early-stage
institutional investors-to sell part of their ownership. The proceeds from these sales go to the selling
shareholders, not the company. Recognising this difference helps investors understand where the money
raised is being directed and the motive behind the issue.

The process of determining the IPO price in India usually follows the book-building method. Companies
announce a price band, and investors submit bids within that range. The final issue price is determined after
evaluating investor demand across categories such as institutional investors, retail investors, and non-
institutional participants. While oversubscription sometimes creates excitement around an PO, it does not
necessarily indicate strong long-term fundamentals. Market sentiment and short-term enthusiasm may also
influence bidding behaviour.

For investors seeking awareness, the Red Herring Prospectus (RHP) is a valuable document. It provides
detailed disclosures on the company's financial performance, business model, industry landscape, risk
factors, promoter background, and the proposed utilisation of funds. Although technical in nature, even a
broad reading of key sections can offer meaningful insights into the company's strengths and potential
vulnerabilities. Evaluating financial health, understanding the competitive environment, and gauging the
sustainability of the company's business model can all contribute to a more informed view.

At the same time, [PO investing involves certain risks. Market volatility can affect listing performance, and
newer or rapidly growing companies may not have a long operational track record. In periods of strong
market optimism, valuations may be elevated, increasing the possibility that the IPO price does not fully
reflect long-term fundamentals. Investors may therefore benefit from approaching IPOs with a balanced
understanding of both opportunities and risks, ensuring that decisions align with their financial goals and
overall risk appetite.

An IPO can provide a gateway to participate in a company's early growth journey, but it also requires careful
understanding. By reviewing disclosures, understanding valuation, considering risk elements, and gaining
clarity on the company's business and financial position, investors can make more informed decisions. This
article is intended solely for educational and awareness purposes and should not be construed as an
investment recommendation. Sound decision-making begins with sound knowledge, and understanding
IPOs is an important step in that direction.
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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.
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