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Abstract: the paper presents the analysis of the development phases of the Indian 

stock market, causes of its growth, and further consequences. In general, it outlines 

major reforms, changes in regulations, and influence of economic factors that shaped 

the Indian equity market. The work throws light on investors' behaviour and financial 

inclusion as such.  
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ЭВОЛЮЦИЯ ФОНДОВОГО РЫНКА В ИНДИИ: ПРИЧИНЫ И 

ПОСЛЕДСТВИЯ 

 

Аннотация: в статье представлен анализ этапов развития индийского 

фондового рынка, причин его роста и дальнейших последствий. Описываются 
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основные реформы, изменения в правилах и влияние экономических факторов, 

которые сформировали индийский рынок акций. Исследованы различные 

изменения в поведении инвесторов и финансовой интеграции.  
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The development of the Indian stock market has been greatly influenced by a 

series of historical milestones and other different economic reforms that have evolved 

over time. In 1875, one such pivotal incident was the formation of the BSE, through 

which organized stock trading methods were introduced in India; thus, it became the 

standard for measuring the good health of the economy, both nationally and 

internationally. The policy and decision by the government, adopted after the 

Independence of India in 1947, initiated a period of growth and liberalization very fast 

in the stock exchange attracting foreign investment directly which eventually turned 

up in huge economic development for the country. The establishment of the National 

Stock Exchange in 1992 marked a turning point, whereby modern trading practices 

missing until then were introduced, with the result that the entire market became much 

more efficient and transparent. During this time, the economic liberalization policies 

of the 1990s ushered in reforms of immense importance that impacted the ways of 

trading in finances, including highly spoken-of demutualization of stock exchanges. As 

would be expected, this demutualization tended to increase governance and 

accountability within the framework of the exchange of stocks, thereby just giving birth 

to an atmosphere even more congenial and helpful for increasing foreign investments. 

Taken together, these developments went a long way in establishing a much stronger 

and vibrant stock exchange in India, which truly reflected the rapid way the country's 

economy was being integrated with the world economy. The Bombay Stock Exchange, 

or the BSE for short, was established on July 9, 1875. Thus, the BSE is counted among 

the oldest stock exchanges on the vast Asian continent. The Bombay Stock Exchange, 

known popularly as BSE, was formed and was officially inaugurated on July 9, 1875. 

This historic date makes the BSE one of the oldest stock exchanges in the vast Asian 

continent. At over 145 years now, indeed, the exchange has been in operation to have 
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played a leading, essential role in the perennial process of growth and change 

pertaining to the overall growth of the Indian economy in the long run. From as far 

back as its foundation in 1855, it boasts an even impressive history that indeed accounts 

for almost all major transitions or changes that have seen not only the introduction of 

an electronic trading system but equally, the process of de-mutualization too. The 

founders of BSE were a dynamic group of farsighted people who unmistakably felt the 

dire need for the setup of a stock exchange and thus the seeds that were sown would 

turn out to be the prerequisite foundation for its future origination, growth, and 

development. Over the years, the Bombay Stock Exchange has played an important 

and pivotal role in the overall development of the Indian economy, and a close analysis 

of its formation is needed to understand its present and ongoing importance within the 

complex world of finance. The exchange remains an institution that continues to 

change and metamorphose with time and yet always acts as the medium of investment 

opportunities and for varied economic activities in India [1,2]. 

Indian Independence Movement, from 1917 to 1947, was one such influential 

and decisive factor that influenced the track of India's economy and, hence, laid the 

prerequisite framework that was essentially required for the growth and development 

of the stock market in post-independence times. 

In the following decades after independence, India tried to pursue twin goals of 

industrialization along with implementing crucial economic reforms, which turned out 

to be of paramount significance for improving the overall economic scenario in the 

country. This helped create an enabling environment that was necessary for the 

development and progress of the stock market in India. The establishment of the 

Bombay Stock Exchange in the year 1875, followed by the creation of the National 

Stock Exchange in 1992, are important landmarks in India's financial history. These 

developments established a significant platform that accelerated trading activities and 

simultaneously accelerated investment potential for a vast array of market participants. 

Furthermore, the economic liberalization initiated in the 1990s catalysed foreign 

investment and accelerated stock market growth, reflecting the broader economic 

transformations. Thus, the interplay between India's independence, subsequent 
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economic policies, and the evolution of its stock exchanges has been instrumental in 

shaping the current financial landscape [3,4]. 

The National Stock Exchange of India, much more commonly known as NSE, 

was established back in 1992 and acted to represent a major turning point in the 

ongoing and consistently developmental journey transforming India's stock market as 

such. 

The NSE has been instrumental in introducing state-of-the-art trading practices 

which have revolutionized the face of financial trading, substantially improved the 

efficiency of the market, and increased transparency thus emerging as a role model for 

best practices in the Indian stock market [6]. 

The suite of economic liberalization measures that were introduced and executed 

during the transformative decade of the 1990s resulted in a series of significant and 

impactful reforms within the Indian stock market. These included the adoption of novel 

trading methodologies, demutualization of exchanges, and a massive expansion of 

opportunities for foreign investment. Taken together, these have helped usher in an era 

of growth and holistic development for the Indian stock market [2,3]. 

The 1990s saw a sea change in India, as it was a period of demutualization of 

stock exchanges. After that, increased transparency and accountability, along with a 

significant improvement in efficiency, were noticed in the stock market arena. This 

critical reform process not only liberalized the market but also managed to attract 

significant foreign investment, while developing substantial improvements in the 

general governance of the market. 

The East India Company was instrumental in laying the very foundation of the 

Indian stock market by introducing the concept of a joint-stock company and thus 

providing the facility of stock trading in the 18th century. This marked the beginning 

of the modern stock market in India. Moreover, the impact of the company on the 

economy and trade of India helped much in the development of the stock market [5,6]. 

The Securities and Exchange Board of India, so to say, established back in the 

year 1992, it is the primary regulating body when it talks to the Indian stock market. 
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Thus, this inclusive regulative regime under SEBI has ensured a well-protected 

integrity in the market place; the investors' interest should be well protected; in the 

same way, there must also be an apt promotion related to the principle of fair trading 

when considering the overall financial ecosystem. 

The capital inflow not only increased the liquidity of the market but has also 

been highly effective in improving the efficiency of the market mechanism as well. 

Moreover, the coming and presence of FIIs played a major role in expanding and 

developing the Indian economy and impacted the various sectors and prospects 

accordingly [5,6,7]. 

No doubt, IPOs have played an incredibly important role in the journey of the 

Indian stock market, which is an important part of the country's economic machinery, 

helping a number of companies to gain better access to capital, enhance the level of 

transparency in their operations, and achieve better corporate governance. Besides, 

IPOs have also contributed significantly to the overall growth and development of the 

Indian economy as a whole. 

Undeniably, the introduction of derivatives in the Indian stock market has gone 

a long way in letting investors hedge their risks effectively by providing instruments 

that guard against unexpected market fluctuations, thus increasing the efficiency of the 

market in general. Additionally, through derivatives, there has been the possibility of 

developing and introducing new instruments and services in the financial markets that 

would otherwise not have been possible to offer [3,4]. 

Effective and strong corporate governance mechanisms have now become the 

essential pre-requisites and vital elements for companies listed on the Indian stock 

exchanges, as these mechanisms facilitate the realization of the three fundamental 

principles: transparency, accountability, and investor protection. 

It is further growing to be a belief and belief that good corporate governance 

mechanisms have contributed substantially in better performance of the stock market 

not only in improving but on the whole in helping to improve economic growth for the 

country also. Retail Investor Participation and Stock Market Growth: This has finally 

resulted in a big leap in the overall liquidity of the market, a phenomenal heightening 
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in trading volumes, and a marked improvement in the efficiency of the entire market. 

Their role in the overall development and further growth of the Indian economy has 

also been immensely evident to date, which has tagged them as very important  [2,6]. 

The Indian stock market is currently confronted with a number of significant 

obstacles and pressing problems that require prompt attention. These include 

fluctuations in market prices, various regulatory concerns, and—above all—the 

question of investor protection. It is clear that maintaining the continuous expansion 

and forward-thinking development of the Indian stock market still depends on properly 

handling these different issues.  

The rise of new trends in the form of cutting-edge sectors like FinTech, massive 

digitisation initiatives, and heightened awareness of sustainable investment principles 

are all likely to contribute to the Indian stock market's continued growth. Furthermore, 

the market will also be significantly impacted by different global economic trends, 

some crucial regulatory changes, and rapid technological changes happening across the 

globe. 

The advent and pervasiveness of information technology have caused a sea 

change in the environment of the Indian stock markets, wherein online trading has been 

rendered not only feasible but also extremely efficient, thereby increasing the overall 

efficiency of the market and opening it to a wider section among the masses. 

Information technology has also played an important role in promoting and 

facilitating the emergence of new financial instruments as well as a wide range of 

services that respond to the different needs of investors [6]. 
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