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Abstract— This article let us know the basic concept on how 

financial markets deals with an individual who is still in 

introductory level in the investment sector, where the scheme 

of education in our Indian system does not reveal much of the 

importance of stock market and also has the same old 

conceptuality on financial markets as “Gambling”. This 

article is designed exclusively for those who are very new to 

this financial markets concept and also in many scenario 

dealing with many aspects the tendency to forget the basics is 

more, to uphold and to furnish the knowledge by the basic 

here I have made an small attempt in revising the same. This 

article also revels few beautify thoughts of people who are 

not much well versed with concept of financial markets and 

planning. How an investment in these areas also can fetch 

money is the ideology of this article. 
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I. INTRODUCTION 

Most the time the word Finance itself makes an individual 

develop fear within him/herself. But there are many areas 

where a little finance can build or make a route way to earn 

more wealth with respect to current market observations are 

concerned. There are many around the world who strongly 

believe and earn lakhs together by investing in such Indian 

financial markets. 

 A financial market is a location where buyers and 

sellers meet to exchange goods and services at prices 

determined by the forces of supply and demand. The term 

"market" is sometimes used for what are more strictly 

exchanges, organizations that facilitate the trade in financial 

securities, e.g., a stock exchange or commodity exchange. 

This may be a physical location (like the NYSE, BSE, LSE, 

and JSE) or an electronic system (like NASDAQ). Much 

trading of stocks takes place on an exchange still, corporate 

actions (merger, spinoff) are outside an exchange, while any 

two companies or people, for whatever reason, may agree to 

sell stock from the one to the other without using an 

exchange. Trading of currencies and bonds is largely on a 

bilateral basis, although some bonds trade on a stock 

exchange, and people are building electronic systems for 

these as well, similar to stock exchanges. 

 We know that, money always flows from surplus 

sector to deficit sector. That means persons having excess of 

money lend it to those who need money to fulfil their 

requirement. Similarly, in business sectors the surplus money 

flows from the investors or lenders to the businessmen for the 

purpose of production or sale of goods and services. So, we 

find two different groups, one who invest money or lend 

money and the others, who borrow or use the money. 

 Now you think, how these two groups meet and 

transact with each other. The financial markets act as a link 

between these two different groups. It facilitates this function 

by acting as an intermediary between the borrowers and 

lenders of money. So, financial market may be defined as ‘a 

transmission mechanism between investors (or lenders) and 

the borrowers (or users) through which transfer of funds is 

facilitated’. It consists of individual investors, financial 

institutions and other intermediaries who are linked by a 

formal trading rules and communication network for trading 

the various financial assets and credit instruments. 

II. AN INTRODUCTION TO STATE OF KARNATAKA 

Karnataka has a rich heritage, inspiring its people to create a 

bright future. With its special geographical location full of 

variety-its rivers, hills, valleys, plains, forests and resources 

the State is known for its tourist and industrial potential. Its 

long history of over 2,000 years has left many beautiful forts, 

tanks, temples, mosques and towns of historical importance 

to the posterity. These old towns have grown to be industrial, 

commercial and educational centers. They are provided with 

all modern facilities.  

 Bordered by the Western Ghats with tall peaks and 

lush greenery in the west, the tableland is fertile because of 

its black soil and river and tank irrigation facilities. The 

coastal strip to the west of the Ghats is renowned for its 

silvery beaches and rich green paddy fields. Karnataka has 

rich religious and artistic traditions. The land has been 

described by a poet in a stone record in the 15th Century in 

following words: 

A mine of good discipline, 

The dwelling place of Brahma, 

The land which had acquired great fortune, 

The birthplace of learning and wealth, 

The true home of unequalled splendid earnestness 

Thus distinguished in many ways 

Shone the lovely Karnataka Country. 

 The temples of antiquity speak of the piety of their 

devotees. The agraharas and mathas spread all over vouch to 

the scholarly pursuits to which people were attached. The 

hero stones strewing the land speak of the heroic traits of the 

warrior race of antiquity. Long traditions of growing cotton 

are clear evidence to once flourishing rich textile industry. 

The ports along the coast remind one of the rich overseas 

trades that flourished through them. The State’s human 

resources with racial and religious varieties and professional 

skills promise to make it a hub of industriousness. 
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Fig. 1: 

 The Kannada language serves as the official 

language of the state of Karnataka, as the native language of 

approximately 65 per cent of its population and as one of the 

classical languages of India. Kannada played a crucial role in 

the creation of Karnataka: linguistic demographics played a 

major role in defining the new state in 1956. Tulu, Kodava 

and Konkani are other minor native languages that share a 

long history in the state. Urdu is spoken widely by the Muslim 

population. 

A. Economic Conference 

The starting point of planned economic development as a 

concept and State policy began with the appointment of Sir 

M. Visveswaraya as Chief Engineer in 1909 and he 

dominated the industrial scene for over five decades. It was 

at his instance that the First Mysuru Economic Conference 

was held in 1911 and its report dealt in great detail the natural 

resources of the State and identified a number of industrial 

possibilities. The Government accepted the recommendation 

of the Economic Conference and set up a separate 

Department of Industries and Commerce in 1913. The 

Department was reorganized in 1922 and strengthened 

periodically to meet the growing needs of industrial 

enterprise, in both public and private sectors. The 

Government Sandal Oil Factories were located in Mysuru 

City (1915) and Shivamogga (1944) to augment the 

production and distillation of sandal wood oil. The 

manufactured items included sandal wood oil B.P. Quality, 

special ‘A’ Quality oil, sandal wood oil residue and 

sandalwood balloon dust. 

 The Government Soap Factory was established in 

1918 in Bengaluru with an objective of manufacturing 

laundry soaps and toilet soap in sandal, jasmine and lavender 

perfumes, Mysuru Sandal Soap, shaving soap, Indo-cure 

quick fix, glycerin etc. The Karnataka Soaps and Detergents 

Ltd., a State Government undertaking has taken over the 

management of the Government Soap Factory at Bengaluru 

and the Sandalwood oil factories at Mysuru and Shivamogga 

in 1980. 

 The Company is having the following units 

(1)Detergent Unit commissioned in 1976, (2) Fatty Acid Unit 

commissioned in July 1981 (3) Soap expansion project to 

boost the manufacture of soap from 6,000 tons to 26,000 tons. 

(4)Sandal oil divisions at Mysuru and Shivamogga,and (5) 

the agarbathi units at the Sandalwood oil divisions. 

 The Minerva Mills, a private enterprise was 

established in 1919 in Bengaluru. The products manufactured 

were 10 to 40m. Single folded cloths - shirting, long cloth, 

dhoties, chaddars and towels. The first major public sector 

undertaking was the Mysuru Iron and Steel works at 

Bhadravati, which was established in 1923 with the objective 

of converting the vast iron deposits of Kemmannugundi in the 

ranges of the Bababudan Hills into pig iron and manufacture 

of allied products. The nomenclature was changed to the 

Mysuru Iron and Steel Works’ with the commissioning of 

cast iron pipe plant, open hearth furnace, rolling mills and a 

cement plant. 

B. Public Sector Units 

After India became independent, Bengaluru was selected as 

the venue for many Central enterprises. Among the public 

sector undertakings of the Central Government, the following 

are important. The Bharat Earth Movers Ltd., (BEML) 

commenced operations on January 1st 1965 in Bengaluru. It 

is engaged in the manufacture of high technology 

transportation equipment. Bharat Electronics Ltd. (BEL) is 

engaged in the manufacture of Electronic and 

Communication 

 Equipment’s for use by Defense Sector, AIR, 

Meteorology Dept., and Post and Telegraph Dept. The 

Bengaluru Complex has 19 Ancillary Units. Bharat Heavy 

Electrical Ltd., 1976 (BHEL) has produced for the first time 

truly distributed control system in the country. 

 Hindustan Machine Tools Ltd. 1953 (HMT) has 

bagged two contracts for supply of machine tools worth `. 

24.15 Crore to Bulgaria and Soviet Union during the year 

1987-88. It has also entered into an agreement to render 

technical assistance to telephone manufacturing unit in 

Algeria. It has a wrist watch unit also. Indian Telephone 

Industries Ltd., (ITI) is the first public sector undertaking set 

up in India in 1948 in Bengaluru with five divisions, one each 

for manufacture of stronger, crossbar transmission, 

telephones and defense equipment respectively. It had also set 

up three more electronic switching units during the Seventh 

Plan Period. Hindustan Aeronautic Ltd., (HAL) was 

established at Bengaluru during 1940 by the noted 

industrialist, the late Walchand Hirachand with Central and 

State Governments as partners. It was originally intended to 

be an automobile factory. The pressure of the British 

manufacturers of cars forced the enterprise to switch over to 

aircraft servicing and assembling. At the time of the Second 

World War, repairing of areophane, over-hauling etc., was 

undertaken. 

 The first fighter jet plane was manufactured within 

a period of six months from the date of inception of the unit. 

During the war time, the number of workers was around 

16,000. After the war, the number of workers was reduced to 

3,000. The Rail Coach Division of the HAL commenced 

functioning from 1947. During 1951, the administration was 
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taken over by the Ministry of Industries and Commerce and 

later by the Defense Ministry. 

 HAL made a major contribution for a 

standardization of road transport vehicles by producing pre-

fabricated bus body which can be easily assembled by 

operators in their workshops. It was during 1964 that all the 

Aero Engine Units were amalgamated and called the 

Hindustan Aeronautics Ltd. The rail coach division was 

retransferred to BEML. HAL has a very reliable and 

extensive maintenance division for the repair and over-haul 

of aircraft, aero engines, accessories and systems. The wide 

product mix of HAL ranges from rotary and fixed wing 

aircraft of indigenous design to the manufacture of jet and 

piston engines to power them, matched avionics and 

accessories to obtain operations capabilities. It manufactures 

supersonic aircraft designed for specific strike, combat, 

interception, observation and surveillance roles equipped 

with advanced technology power plants, avionics, accessories 

and armament. The civilian needs like agricultural passenger, 

training and cargo uplift requirements are also met. The 

Wheel and Axle Plant, Bengaluru was commissioned on 15th 

Sept 1984 at a cost of `.146 crores. 

 The plant has unique features incorporating the 

latest designs and technology in the manufacture of wheels. 

At the time of installation the estimated capacity was 56,700 

wheels and 23,000 axles. With the introduction of 

productivity linked incentives scheme in 1990 the plant 

capacity has been fixed at 67,500 wheels and 35,250 axles. In 

1991-92 there were 69,887 wheels and 43,470 axles 

manufactured in this plant. In addition to these industries, 

Southern Railway workshops at Mysuru and Hubballi and 

others are also noted Central Government public sector 

undertakings. The Karnataka Government has been running 

many industrial enterprises. 

C. State Government Industries 

Of the Industries of Post-War years, REMCO is notable. The 

Mysuru Government established a company called, the Radio 

and Electrical Manufacturing Company Ltd., at Bengaluru, in 

the year 1946 to manufacture radios and the components, 

electricity and water meters, PVC wires and cables. It has 

three divisions at present viz : Radio Division, Plastic 

Division and Metal Division. The capital invested for Radio 

Division was `. 25 lakhs, the then Government of Mysuru 

holding 60 percent of the shares. The other two divisions are 

wholly owned by the State Government. Domestic and 

community radio receivers and their component parts are 

manufactured in the radio division, extended plastic insulated 

wires and cables. It has been taken over a subsidiary unit of 

Bharat Heavy Electrical Ltd., The Karnataka State Forest 

Industries Corporation was established during 1973 with a 

proposed equity share capital of `. 200 lakhs provided by the 

State Government. The following projects have been taken up 

by the Corporation viz, extraction of essential oils, cultivation 

of pine apple, cultivation of nutritional grasses, dehydration 

and palletization of the nutritional grasses and running of saw 

mills. The decorative veneer factory has been established in 

1974 at Kavachur in Uttara Kannada District in collaboration 

with the Italian Plywood Manufacturing Co., Ltd. (Dandeli). 

 

 It produces attractive wood veneers of various types 

and colours. The Mysuru Match Factory near Shivamogga 

has been revived by an agreement entered into with West 

India Match Company. The saw milling activities have been 

further expanded by creating two units in Uttara Kannada. 

III. HISTORY OF BANGALORE STOCK EXCHANGE 

“It was best of times, it was worst of times, it was the age of 

wisdom, it was the age of foolishness, it was the epoch of 

belief, it was the epoch of incredulity, it was the season of 

light, it was the season of darkness, it was the spring of hope, 

and it was the winter of despair.” – Charles Dickens – A Tale 

of Two Cities big things have Small Beginnings Long back 

in the year 1957, a few visionaries got together with the idea 

of initiating trading in Government Securities. These young 

entrepreneurs incorporated a firm in the name of “The 

Bangalore Stock Exchange Association Private Ltd” (BgSE) 

which was duly registered with ROC on May 28, 1957. This 

marked the beginning of functioning of BgSE which started 

in a humble rented room behind Chamber of Commerce 

building on K.G. Road. 

A. Companies which got listed on BgSE in the Initial Stages 

The Exchange conducted itself in a very fair and disciplined 

manner. Its reputation soon reached the corporate circles and 

BgSE attracted listing of more companies. Some of the 

companies which got listed in those days were Canara Bank, 

Canara Land Investment Ltd, Canara Banking Corporation 

Ltd, Canara Industrial & Banking Syndicate Ltd, Bhadra 

Coffee Estate Ltd, Balanoor Tea & Rubber Co Ltd, Devan 

Tea & Production Ltd, Bangalore Printing & Publishing Ltd, 

General Investment Trust Ltd, Maharastra Apex Corporation 

Ltd, Mysore Industries and Testing Laboratory Ltd, Mysore 

Lamp Works, Mysore Tobacco Ltd, Remco, Mysore Coffee 

Estate, Western India Investments UB Ltd, Mandya Paper 

Mills, Mysore Chemicals & Fertilizers Ltd, MRF Limited, 

Mysore Sugars Ltd, United Breweries and Bharat Electronics 

Limited. 

B. List of active companies in Karnataka are 

 WIPRO 

 INFOSYS 

 DR.REDDY 

 MANGALORE CHEMICLES 

 MRPL 

 RENUKA SUGAR 

 KARNATAKA 

 VIJAYA BANK 

 CANARA BANK 

 SHOBHA DEVELOPERS 

 ROBERT BOCH 

 BRITANIA 

 ABB 

 TITAN 

 BIOCAN 

 BEL 

 CORPORATION BANK 

 KARNATAKA BANK 
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1) How it Financial Markets works 

 A financial market may be a physical location or a virtual 

one over a network 

 If market demand is steady, an increase in market supply 

results in a decline in market prices and vice versa. 

 If market supply is steady, a rise in demand results in a 

rise in market prices and vice versa. 

 The Money markets; for short term finance, 

 The Capital markets; for long-term finance, 

 The "financial markets" is often used to refer just to the 

markets that are used to raise finance few are below. 

1) Money market 

2) Capital market 

3) Derivatives market 

4) Foreign exchange market 

The financial markets often reflect rapid changes in one 

which may have serious effects on the velocity of change in 

other markets in the global economy. These markets in the 

short run are often unstable and affect the lifetime earnings of 

those who invest and those who rely on the stability in 

investments. Many argue that regulation per se is too costly 

and in the end protect those who are not economically 

efficient. The ability of one to execute a lifetime financial 

plan by supplementing their earned income and savings 

before and during their retirement by investing is common in 

developed economies but have risks noted above which 

require consumer protect enacted by forward looking 

governments and agencies. 

 When we are talking about the term ‘Money’, 

‘Savings’, and ‘Investments’ and many more what becomes 

important is ‘Capital’. How are we going to raise these 

Capitals in our schedule? Apart from our expenses are 

concerned becomes the most important question. Some where 

I can conclude this activity of raising capital as an interlinked 

process in the entire financial markets. 

 
Fig. 2: 

 Because financial markets attract funds from 

investors and channel them to corporations they thus allow 

corporations to finance their operations and achieve growth. 

Money markets allow firms to borrow funds on a short term 

basis, while capital markets allow corporations to gain long-

term funding to support expansion (known as maturity 

transformation).Without financial markets, borrowers would 

have difficulty finding lenders themselves. 

 

 Intermediaries such as banks, Investment Banks, 

and Boutique Investment Banks can help in this process. 

Banks take deposits from those who have money to save. 

They can then lend money from this pool of deposited money 

to those who seek to borrow. Banks popularly lend money in 

the form of loans and mortgages. 

 In Financial markets Stock Exchange also plays a 

major role & a great contribution in terms of earning is also 

concerned. Stock exchange provide a place where different 

types of existing securities such as shares, debentures and 

bonds, government securities can be bought and sold on a 

regular basis. A stock exchange is generally organized as an 

association, a society or a company with a limited Number of 

members. It is open only to these members who act as brokers 

for the buyers and sellers. 

IV. ADVANTAGES OF STOCK EXCHANGES 

A. To the Companies 

1) The companies whose securities have been listed on a 

stock exchange enjoy a better goodwill and credit-

standing than other companies because they are 

supposed to be financially sound, 

2) The market for their securities is enlarged as the 

investors all over the world become aware of such 

securities and have an opportunity to invest 

3) As a result of enhanced goodwill and higher demand, the 

value of their securities increases and their bargaining 

power in collective ventures, mergers, etc. is enhanced. 

4) The companies have the convenience to decide upon the 

size, price and timing of the issue. 

B. To the Investors 

1) The investors enjoy the ready availability of facility and 

convenience of buying and selling the securities at will 

and at an opportune time. 

2) Because of the assured safety in dealings at the stock 

exchange the investors are free from any anxiety about 

the delivery and payment problems. 

3) Availability of regular information on prices of securities 

traded at the stock exchanges helps them in deciding on 

the timing of their purchase and sale. 

4) It becomes easier for them to raise loans from banks 

against their holdings in securities traded at the stock 

exchange because banks prefer them as collateral on 

account of their liquidity and convenient valuation. 

C. To the Society 

1) The availability of lucrative avenues of investment and 

the liquidity thereof induces people to save and invest in 

long-term securities. This leads to increased capital 

formation in the country. 

2) The facility for convenient purchase and sale of 

securities at the stock exchange provides support to new 

issue market. This helps in promotion and expansion of 

industrial activity, which in turn contributes, to increase 

in the rate of industrial growth. 

3) The Stock exchanges facilitate realisation of financial 

resources to more profitable and growing industrial units 

where investors can easily increase their investment 

substantially. 
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4) The volume of activity at the stock exchanges and the 

movement of share prices reflect the changing economic 

health. 

5) Since government securities are also traded at the stock 

exchanges, the government borrowing is highly 

facilitated. The bonds issued by governments, electricity 

boards, municipal corporations and public sector 

undertakings (PSUs) are found to be on offer quite 

frequently and are generally successful. 

V. CONCLUSION 

Even though state of Karnataka is equally having a good lead 

in financial markets majority people doesn’t believe in the 

financial markets where we call it to be a place for 

investment. Their perception on investment is all about 

keeping their money safe by purchasing an Asset or by 

lending it for some one. But there are many investment 

schemes which in fact help the investors in earning a huge 

profit just by regular observation on happenings about 

Financial Markets. 

 When there are so much of wide opportunities to 

earn money apart from our routine income is concerned & 

when outsiders(foreigners) are taking such advantages of our 

Financial Markets why not we(Indians)? No doubt there is a 

risk factor while investing but we should also remember that 

‘Higher the Risk, Higher the Returns’. So let’s think high, & 

earn high. 
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