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Abstract

Securities Market plays a crucial and effective role in the economic development of a nation. It

provides the financial resources needed for the long term and sustainable development

of the different sectors of the economy. In the recent past with the introduction of economic

reforms in India, need arose for the liberalization of Indian Financial System which is broadly

based on the recommendations on Narsimhaman Committees. Thus, Capital Market reforms

constituted important part of economic reforms. Capital market reforms have their main

objectives of achieving efficiency in the allocation of resources by liberalizing the existing

stringent controls. SEBI came into existence with the objective of regulating the functioning of

both primary and secondary market and of providing Investor Protection and Investor interest

and Financial Intermediaries in India.

Security Exchange Board of India's efforts is always to create an effective stock market system

for the safe securities market and encourage responsible and accountable autonomy and

transparency on the part of all players the capital market, who should have disciplined

themselves and observe the rules of the market mechanism, therefore, they can minimize losses.

This would be possible through intermediaries set themselves up to an effective self-regulatory

body. Self-regulation is, therefore, to maintain harmony in the capital market through of the

regulatory framework advocated by the Securities Exchange Board of India. However, self-

regulation can work only if there is an effective regulatory body engaging the activities of self-

regulatory organizations.

Key words: SEBI, Investor Protection, Financial Intermediaries, Capital Market, Investments,
stock exchange:

INTRODUCTION:

The Financial System of any economy consists of financial markets, financial intermediation and

financial instruments or financial products. The economic development of any nation is reflected
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by the progress of the various economic units, broadly classified into corporate sector,

government and household sector. In attempting to perform their activities, these units are

always placed in a surplus/deficit/balanced situation, which gives rise to the process of lending

and borrowing. There are units or people with surplus funds and there are those with a deficit. A

financial system or financial sector functions as an intermediary and facilitates the flow of funds

amongst the various units. People from the areas of surplus provide funds to the areas of deficit.

It forms the economic foundation of an economy and it is a composition of various institutions,

markets, regulations and laws, practices, money managers, analysts, transactions, claims, assets

and liabilities. The word "system", in the term "financial system", implies a set of complex and

closely connected or interlined financial institutions, agents, practices, markets, transactions,

claims, assets and liabilities in the economy helping to facilitate the movement of funds in order

to enhance development. The economic development of any nation, is therefore, reflected by the

progress of the various economic units, broadly classified into corporate sector, government and

the household sector. They contribute to the economic growth by providing funds and

encouraging investment and other sustainable activities.

The SEBI with it’s over eighteen years of existence has made considerable dent in the Capital

market through its various developmental and regulatory measures for investor protection and

healthy development and regulation of the capital market.

A. The Investors and “Investors Protection:

A range of investors, of Indian as well as foreign origin and domicile, participate in the Indian

market. Domestic investors are free to subscribe to all offerings of securities to the extent made

available to them by the issuer and Investor protection is one of the most important elements of a

thriving securities market or other financial investment institution. Investor protection focuses on

making sure that investors are fully informed about their purchases, transactions, affairs of the

company that they have invested in and the like.

B. Regulation of Financial Intermediaries:

There are a number of financial market intermediaries known as financial intermediaries or

merchant bankers, operating in financial system. These are also known as investment managers
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or investment bankers. The objective of these intermediaries is to smoothen the process of

investment and to establish a link between the investors and the users of funds. The SEBI Act

provides that stockbrokers, sub-brokers and other financial intermediaries associated with the

securities market may buy, sell or deal in securities only in accordance with the conditions of the

certificate of registration. SEBI has evolved regulations governing each one of these categories

of intermediaries or participants. Typically these regulations specify conditions relating to the

size, capital adequacy, business conduct, record keeping and so on. The process of registration

and licensing allow SEBI to ensure that those who are associated with the securities trade play by

a set of rules governing the trade and have the organizational, financial capacity and, where

appropriate, the infrastructure to be able to deliver their contractual obligations. It also allows for

collection of valuable data. In addition, SEBI may also issue directions from time to time to

intermediaries in the market as well as to issuers so as to protect investors or to ensure proper

management of the intermediary’s affairs.

The Purpose of the Securities and Exchange Board of India in the Financial System

The 1980s boom revealed the insufficiency of the Capital Issues Act and this situation gave birth

to the Securities and Exchange Board of India (SEBI) in 1988. The Government of India issued

an ordinance on January 30, 1992 giving statutory powers to the Securities and Exchange Board

of India. The Act was passed by the Indian Parliament, Act Number 15 of 1992. This Act

received the assent of the Indian Parliament on 4th April, 1992. As a result of Act Number 15 of

1992 being enacted, the Capital Issues Control Act of 1947 was abolished.

The Act of 1992 established the Securities and Exchange Board of India. The purpose of this

Board was laid down in its preamble as follows:

To protect the interests of investors in the Securities Market.

To promote the development of the Securities Market.

To regulate the Securities Market, and

For matters connected therewith or incidental thereto.

The Board brought into force regulations governing the functioning of the Securities Market in

relation to trading, clearing, settlements, depositories, capital adequacy norms, margining, Stock

Exchanges and their role, equity financing, dematerialization and the custody services.

Subsequent to the enactment of the SEBI Act, 1992, the following regulations have been framed
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over the years:

i. The Securities and Exchange Board of India, (stock brokers and sub-brokers)

Regulations, 1992.

ii. The Securities and Exchange Board of India, (Prohibition of Insider Trading)

Regulations, 1992.

iii. The Securities and Exchange Board of India, (Prohibition of Fraudulent and Unfair

Practices Relating to the Securities Market) Regulations, 1995.

iv. The Securities and Exchange Board of India, (Depositories and Participants)

Regulations, 1996.

v. The Securities and Exchange Board of India, (Custodian of Securities) Regulations,

1996.

These regulations set out the basic framework and guidelines for operations of the Stock

Exchanges and all the related intermediaries. The regulations are suitably modified from time to

time. The Securities and Exchanges Board of India (SEBI) has adopted many important roles in

the area of policy formulation, regulation, enforcement and market development. SEBI ensures

that it vets every element of the Capital Market reforms, designed in India.

Financial Sector Reforms in India:

It was in this backdrop that wide-ranging financial sector reforms in the Indian economy were

introduced as an integral part of the economic reforms initiated in the early 1990s in an attempt

to improving the macroeconomic performance of the economy. The reforms in the financial

sector focused on creating efficient and stable financial institutions and markets.

The approach to financial sector reforms in India was one of gradual and progressive through a

consultative process with all hands on deck. The Reserve Bank of India has been consistently

working towards setting an enabling regulatory framework with prompt and effective

supervision, development of technological and institutional infrastructure, as well as changing

the interface with the market participants through a consultative and constructive process.

Increasing efforts have been made towards the careful adoption of international benchmarks as

appropriate to the Indian conditions. However, certain changes have been made in the legal

infrastructure and in the development of the markets, which have so far brought the Indian
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financial system closer to global standards. The reform of the interest regime constitutes an

integral part of the financial sector reform. With the onset of the financial sector reforms, the

interest rate regime has been largely deregulated with a view towards better price discovery and

efficient resource allocation. It is evident that from the 1990s, steps have been carefully taken to

develop the domestic money and capital markets leading to the freeing of the money market rates

and permitting the forces of demand and supply to take the lead. The interest rates offered on

Government securities were progressively raised, so that the Government borrowing could be

carried out at market- related rates. However, in respect of banks, a major effort was undertaken

to simplify the administered structure of interest rates. The Banks now have sufficient flexibility

in making decisions as to their deposit and lending rate structures and to manage their assets and

liabilities accordingly. At present, apart from savings account and NRE deposit on the deposit

side and export credit and small loans on the lending side, all other interest rates are deregulated.

The Indian banking system operated for a long time with high reserve requirements, both in the

form of Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR). This was a consequence

of the high fiscal deficit and a high degree of monetization of fiscal deficit. The efforts in the

recent period have been to lower both the CRR and SLR thereby making the money market more

liquid. The statutory minimum of 25 per cent for SLR has already been reached. However, the

Reserve Bank continues to pursue its medium-term objective of reducing the CRR to the

statutory minimum level of 3.0 per cent.

In India, due attention has also been given to diversification of ownership leading to greater

market accountability and improved efficiency and profitability. The Indian economy is very

competitive, now, because during the 1990s, there was a gradual infusion of capital by the

Government in the public sector banks. This was followed by expanding the capital base with

equity participation by the private investors. This was followed again by a reduction in the

Government shareholding in public sector banks to 51 per cent. Consequently, the share of the

public sector banks in the aggregate assets of the banking sector have come down from 90 per

cent in 1991 to around 75 per cent in 2008. The view has been to enhance efficiency and

productivity through competition. As a result, guidelines were laid down for the establishment of

new banks in the private sector and the foreign banks have been allowed more liberal entry,

hence, this was great motivation for foreign investment. After 1993, twelve new private sector

banks have been set up. This is a major step towards enhancing competition in the banking sector,
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foreign direct investment in the private sector banks is reckoned now to have been allowed at up

to 74 per cent, subject to conformity with the guidelines issued from time to time.

The Indian financial system has undergone structural transformation over the past decade. The

financial sector has acquired strength, efficiency and stability by the combined effect of

competition, regulatory measures, and the policy environment. It is evident that competition,

consolidation, convergence and good corporate governance have been recognized as the key

drivers of the Indian financial system. They have contributed very strongly to the Indian stable

economy, making it more competitive. In recent years, growth of the Indian capital market

has been phenomenal which is reflected in increase in market cap, turnover, number of

participants, product range etc. To give a perspective, from around Rs.120 lakh crore at the end

of 2016-17, market capitalization has now almost doubled to Rs. 230 lakh crore. Turnover in the

equity cash market and derivatives market also witnessed a significant jump. Average

monthly equity cash market turnover increased from Rs. 8 lakh crore in FY 2019-20 to more

than Rs. 15.5 lakh crore this FY till October 2021. On the equity derivatives side, the

corresponding turnover figures based on premium value wereRs. 19.0 lakh crore in FY

2019-20, which increased to around INR 28.4 lakh crore in this FY till October 2021.

The AUM of mutual fund industry has almost doubled from Rs. 21 lakh crore in 2017-18

to Rs. 37 lakh crore as on October 31, 2021.

Participation of retail investors in securities markets has seen a significant riseespecially

in the last two years which is evident from the increase in number of demat accounts,

mutual fund folios and number of SIPs. In 2019-20, on an average, 4 lakh new demat accounts

were opened every month which increased toover26 lakh per month in the current

financial year. If we look at number of mutual fund folios, in the beginning of FY 2019-20,

total number of folios were 8.25 crore, which increased to 11.44 crore as on October 31,

2021. With regard to SIP, while on an average around 52 lakh SIPs were added during the last

two financial years, already around 75 lakhs have been added during the first six months of this

financial year.

Objectives of the study:

To find out the role of Security Exchange Board in India in Stock market Scenario.

To bring valid points about SEBI reforms
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The scope of the study:

This study was majorly planned to observe the performance and review of key

initiations made by SEBI, relating to supervision of the stock market and Investor

Protection Measures taken by SEBI since 1992.

Tools of data collection:

Information gathered through from various sources such as books, articles, and other

related resources from SEBI

Limitation of study:

The study is limited to theoretical and conceptual data collected from various source

Text Books, Websites, Brochure a financial press reports

Background of SEBI:

 Before SEBI came into existence, Controller of Capital Issues was the regulatory

authority; it derived authority from the Capital Issues (Control) Act, 1947.

 In April, 1988 the SEBI was constituted as the regulator of capital markets in India under

a resolution of the Government of India.

 Initially SEBI was a non statutory body without any statutory power. It became

autonomous and given statutory powers by SEBI Act 1992.

 The headquarters of SEBI is situated in Mumbai. The regional offices of SEBI are

located in Ahmedabad, Kolkata, Chennai and Delhi

Role of Securities and Exchange Board of India in Indian Stock Market Scenario:

It’s a goal to provide and build a market zone in which they can strongly generate fund

operations. SEBI always give first preference to protect investor’s wealth in the stock market.

The listing companies made into mandatory for providing investment information and

disclosure of information on a regular basis for giving more clarity on investment activities.

SEBI always protects investor’s rights and interest through accurate and authentic way by

providing investing information and disclosure of information on a continuous basis for

generating more clarity on stock market activities. For the market intermediaries on a

continuous basis providing training and development regarding investment activities, and it
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always offers a competitive, professionalized advantage and expanding the market

operations with an adequate and efficient way so as to render better service to investors and

issuers.

Securities and Exchange Board of India specific Objectives:

The regulated stock market has specific objectives in order to promote and function effectively

and efficiently.

To guide, educate, protect the right, interest of individual and retail investors is a major

objective for building sustainable development in the capital market.

To prevent trading malpractices at any stage and achieve a balance between self-regulation

through the securities industries and its through statutory regulation. Prevent trading and

investment malpractices in the capital market for enhancing market efficiency and effectiveness

in the Indian economy.

To regulate, develop and promote a code of conduct and fair practices for the brokers, merchant

brokers, with a view to make them competitive and professional

Regulation of security market:

The stock market is regulated by various linked agencies for ensuring transparency and

maintaining stability in the trading and investment scenario, such as the Department of

Economics Affairs (DAE), the Department of Company Affairs (DC), the Reserve Bank of India

(RBI) and the SEBI plays a major role in protecting the interest of investors and ensuring

effective capital market. The role of these agencies is coordinated with each other through a

high-level committee on capital and financial markets.

Background of SEBI:

Before SEBI came into existence, Controller of Capital Issues was the regulatory

authority; it derived authority from the Capital Issues (Control) Act, 1947.

In April, 1988 the SEBI was constituted as the regulator of capital markets in India

under a resolution of the Government of India.

Initially SEBI was a non statutory body without any statutory power. It became

autonomous and given statutory powers by SEBI Act 1992.



International Journal of Applied Science and Technology Research Excellence Vol 10 Issue 5, September-October, 2021
ISSN NO. 2250-2718(Print), 2250-2726(Online)

www.ijastre.org 26

The headquarters of SEBI is situated in Mumbai. The regional offices of SEBI are

located in Ahmedabad, Kolkata, Chennai and Delhi.

Powers and Functions of SEBI

 SEBI is a quasi-legislative and quasi-judicial body which can draft regulations,

conduct inquiries, pass rulings and impose penalties.

 It functions to fulfill the requirements of three categories –

 Issuers – By providing a marketplace in which the issuers can increase

their finance.

 Investors – By ensuring safety and supply of precise and accurate

information.

 Intermediaries – By enabling a competitive professional market for

intermediaries.

 By Securities Laws (Amendment) Act, 2014, SEBI is now able to regulate any

money pooling schemeworth Rs. 100 cr. or more and attach assets in cases of non-

compliance.

 SEBI Chairman has the authority to order "search and seizure operations".

SEBI board can also seek information, such as telephone call data records, from

any persons or entities in respect to any securities transaction being investigated

by it.

 SEBI perform the function of registration and regulation of the working of venture

capital funds and collectiveinvestment schemes including mutual funds.

 It also works for promoting and regulating self-regulatory organizations and

prohibiting fraudulent and unfairtrade practices relating to securities markets.

SEBI’s Achievements:

 Prime Minister Manmohan Singh in 2006 said that eternal vigilance is the price

of market stability and market growth. The regulator has kept the faith in its 25-

year journey that has seen it steadily gain more powers to oversee India’s capital

markets.

 It has ensured a well-functioning market and driven market development:
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dematerialisation of shares, shortening settlement cycles, initiating nationwide

electronic trading, introducing risk management systems, establishing clearing

corporations, nurturing the mutual fund industry and so on.

 Rightly, the regulator has earned respect from domestic and global investors for

improving the efficacy of themarket. After all, there have been no broker defaults

after 2001.

 Initiating the process of consultation papers before framing regulation has also

enhanced its credibility withstakeholders.

 Today, the Indian capital market can compares favorably with mature markets.

 New initiatives for improving analytical capabilities, strengthening surveillance &

risk management and topromote research have been taken by SEBI in recent years

to counter the volatility in market.

Issues with SEBI:

 In recent years SEBI role became more complex, the capital markets regulator is

at a crossroads.

 There is excessive focus on regulation of market conduct and lesser emphasis

on prudential regulation.SEBI statutory enforcement powers are greater than its

counterparts in the US and the UK as it is armed with far greater power to inflict

serious economic injury.

 It can impose serious restraints on economic activity, this is done based on

suspicion, leaving it to those affected to shoulder the burden of disproving the

suspicion, somewhat like preventive detention.

 Its legislative powers are near absolute as the SEBI Act grants wide discretion

to make subordinate legislation.

 The component of prior consultation with the market and a system of review of

regulations to see if they havemet the articulated purpose is substantially missing.

As a result, the fear of the regulator is widespread.

 Regulation, either rules or enforcement, is far from perfect, particularly in areas

like insider trading.

 The Securities offering documents are extraordinarily bulky and have
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substantially been reduced to formal compliance rather than resulting in

substantive disclosures of high quality.

Finding the role of SEBI in Indian capital market:

Security Exchange Board of India's efforts is always to create an effective stock market

system for the safe securities market and encourage responsible and accountable

autonomy and transparency on the part of all players the capital market, who should have

disciplined themselves and observe the rules of the market mechanism, therefore, they can

minimize losses. This would be possible through intermediaries set themselves up to an effective

self-regulatory body. Self-regulation is, therefore, to maintain harmony in the capital market

through of the regulatory framework advocated by the Securities Exchange Board of India.

However, self-regulation can work only if there is an effective regulatory body engaging the

activities of self-regulatory organizations. Security Exchange Board of India owns to provide a

controller structure which an effective mobilization and allotment of wealth through capital

market structure, which would encourage effective of the capital market so that it could

manage the render essential services to business and commerce and individual investors in

the most effective economic route, reducing the competition and promote innovation, be

responsive to international growth a structure which is flexible and cost-effective so that it

has clarity to guide, modifications and other changes, and finally turns into trust on the part

of the investors, traders and other users of the stock market by ensuring the capital market place

and is also seen to be, clean and clear to do trading and investment in a fair manner, transparent

and efficient way.

Suggestions:

There is need of an attitudinal change, indeed, hundreds of inputs about the

market being full of crooks necessitating a crackdown and severe intervention

would be received.

SEBI needs deep review and research as to what can be done better. The size of

funds that get raised can never be a barometer of success for how this segment of

the market regulation is performing.

The foremost objective of SEBI should be cleaning up the policy space in this
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area of the market. SEBI must give special attention to human resources and

matters within the organization. SEBI mustencourage lateral entry to draw the best

talent.

Alignment and fitment of senior employees upon merger of the Forward Markets

Commission into SEBIremains an open area of work.

Enforcement can be strengthened with continuous monitoring and improving

market intelligence. Thisrequires a rich talent pool.

India’s financial markets are still segmented. One regulator can’t be blamed for

another’s failure when the remitover a financial product overlaps.

In this context a unified financial regulator makes eminent sense to remove both

overlap and excludedboundaries.

CONCLUSION

The SEBI is an authorized regulatory body which is having twenty-one years old history and the

capital market system having more than 100 years old rich history. There should be cross -

border cooperation among all sorts of regulators and professional investors and traders in the

capital market. Security Exchange Board of India has enjoyed success as a regulator by

implementing systematic reforms aggressively and respectively. Security Exchange Board of

India did so many reforms in the primary market and secondary market.

example there was a time for postal delays, for reaching trading and investment receipts

and took initiation by separating from making the solution action slow and reducing the

time and ensuring the depositaries by passing Depositories Act, 1996. Security Exchange

Board of India has also been as an instrumental way by taking fast and useful steps in the

liberalization, privatization, globalization leads to increasing the participation of retail and

institutional investors and trades, In October 2011, it increased the regional investors,

traders and stock of disclosures to be made by Indian corporate promoters. In the

globalization scenario, it has been liberalized for the takeover code to straighten investments

by reducing
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