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What is Investment? 

• Investment is parting with one’s fund, to be used by another party, user of fund, 

for productive activity. It can mean giving an advance or loan or contributing to 

the equity (ownership capital) or debt capital of a corporate or non-corporate 

business unit. Generalised, investment means conversion of cash or money into 

a monetary asset or a claim on future money for a return. 

Definition of Security Analysis 

• The process of analysing the individual securities and the market as a whole 

and estimating the risk and return expected from each of the investments with a 

view to identifying undervalued securities for buying and overvalued securities 

for selling is both an art and a science and this is what is called security 

analysis. 



What is Security? 

• Investment in capital market is in various financial instruments, which are all 

claims on money. These instruments may be of various categories with different 

characteristics. These are all called securities in the market parlance. 

What is Portfolio? 

•A combination of such securities with different risk-return characteristics will 

constitute the portfolio of the investor. 



Portfolio Management  

Fig 1.1  



Current Portfolio 

By Socio-Economic Classification 

 



Modes of Investment 

A. Security Forms of Investment 

B. Non-Security Forms of Investment (Non-marketable) 

Characteristics of Investment 

1. Risk 

2. Return 

3. Safety 

4. Liquidity 

5. Marketability 

Risk-Return Relationships 



Risk-Return Relationships Fig. 1.2 



Classes of Instruments 

• Instruments traded can be classified on the following criteria: 

• By ownership or debt nature of instruments. 

• By term period to maturity — short-term, medium-term and long-term. 

• By the issuer’s creditworthiness, say, Government securities or private 

securities or PO certificates, etc. 
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These investments are of many types and can be classified as follows: 

• Marketable and Non-marketable 

• Interest Payable Regularly or Reinvested 

• Payment Linked to an Event  

• Regular Savings Media of Investment vs. Lumpsum Investment at a Time 

Instruments of Post Offices 

• Saving Deposits: 

• Fixed Deposits 

• Recurring Deposits upto 5 Years 

• Fixed Investment with Monthly  Income 

• Six-Year National Savings Certificates (Savings Certificate VI and VII Issues) 

• Six-Year National Savings Certificates (VIII Series) 

 


