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EXAMINATION DETAILS 

 

 

  

Multiple Choice Questions 

 

[90 questions of 1 mark each] 

 

90 

9 Case-based Questions 

 

[6 cases (each case with 5 questions of 1 mark each)] 

 

[3 cases (with 5 questions of 2 marks each] 

 

 

 

6*5*1 = 30 marks 

 

 

3*5*2= 30 marks 

 

 150 marks 

Total marks 150 

Duration 3 hours 

Pass mark 90 

Negative marking 25 percent of the marks assigned to a question  
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WEIGHTAGE 

 

 

 

 

 

 

 

  

Module No.  Module /Chapter Names 

Module 

Marks 

Module 1 Personal Financial Planning 

37 

Chapter 1 Introduction to Personal Financial Planning 

Chapter 2 Time Value of Money 

Chapter 3 Cash Flow Management and Budgeting 

Chapter 4 Debt Management and Loans 

Module 2 Indian Financial Markets 

10 

Chapter 5 Introduction to Indian Financial Markets 

Chapter 6 Securities Market Segments    

Module 3 Investment Products 

30 

Chapter 7 Introduction to Investments 

Chapter 8 Investing in Stocks 

Chapter 9 Investing in Fixed Income Securities 

Chapter 10 Understanding Derivatives 

Module 4 Investment Through Managed Portfolio 

23 

Chapter 11 Mutual Fund 

Chapter 12 Portfolio Manager 

Chapter 13 Overview of Alternative Investment Funds (AIFs) 

Module 5 

Portfolio Construction, Performance Monitoring and 

Evaluation 

20 

Chapter 14 Introduction to Modern Portfolio Theory 

Chapter 15 Portfolio Construction Process 

Chapter 16 Portfolio Performance measurement and evaluation  

Module 6 

Operations, Regulatory Environment, Compliance And 

Ethics 

30 

Chapter 17 Operational Aspects of Investment Management  

Chapter 18 Key Regulations 

Chapter 19 Ethical Issues  

Chapter 20 Grievance Redress Mechanism 

  TOTAL MARKS 150 
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 NISM Series X-A:  Investment Adviser (Level1) Certification 

Examination 

Chapter 1: Introduction to Personal Financial Planning 

Financial Planning Concept: Financial planning ensures households or individuals have adequate 

resources to meet current and future expenses by streamlining income, expenses, assets, and liabilities. 

Need for Financial Planning: It bridges the gap between available financial products and client needs, 

requiring expertise to align products with specific financial situations. 

Role of Financial Planner: Financial planners identify client needs and goals, ensuring they are achieved 

through tailored financial strategies. 

Time and Expertise: Personal financial management demands time and specialized skills, which financial 

planners provide to manage income, expenses, and investments effectively. 

Goal Setting: Financial planning involves setting specific, measurable, realistic, and time-bound goals to 

guide financial decisions. 

Comprehensive Approach: Unlike typical advisory services, financial planning covers all aspects of 

personal finance, including retirement, insurance, and investments. 

Asset Allocation: Financial planners evaluate asset classes for risk and return, aligning them with client 

goals and periodically adjusting portfolio weights. 

Dynamic Process: Financial planning adapts to changing market conditions and client needs, ensuring 

ongoing alignment with financial objectives. 

Prioritizing Goals: Goals like retirement and children’s education take precedence over discretionary 

spending to enhance financial health. 

Cash Flow Management: Budgeting ensures cash inflows match outflows, preventing short-term financial 

strain. 

Insurance Planning: Insurance mitigates unexpected expenses by transferring risk through premium 

payments, covering events like disability or property loss. 

Debt Management: Advisers help evaluate borrowing needs, repayment capabilities, and avoid debt 

traps by counseling on responsible borrowing. 
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Investment Planning: Involves estimating savings capacity and selecting appropriate asset classes to meet 

short- and long-term financial goals. 

Tax Planning: Considers tax implications on income and investments to maximize post-tax returns, 

guiding product selection and holding periods. 

Retirement Planning: Focuses on saving and investing for retirement, factoring in inflation, compounding, 

and portfolio rebalancing as retirement approaches. 

Estate Planning: Facilitates inter-generational wealth transfer through tools like wills and gifts, ensuring 

tax efficiency and legal compliance. 

Net Worth: Calculated as assets minus liabilities, it reflects the financial strength of a household and 

should be tracked periodically. 

Assets Classification: Assets are divided into physical (e.g., real estate) and financial (e.g., equity), 

categorized as growth-oriented, income-oriented, or both. 

Physical Assets: Tangible assets like gold and real estate are growth-oriented, often illiquid, and require 

specific skills for investment decisions. 

Financial Assets: Standardized, regulated assets like deposits and equities offer liquidity and ease of 

evaluation, suitable for smaller investments. 

Liability Impact: Loans create repayment obligations, impacting future savings; loans for appreciating 

assets enhance wealth, while leveraging financial assets is riskier. 

Financial Planning Process: Involves six steps: establishing client-planner relationship, gathering data, 

analyzing financial status, developing recommendations, implementing plans, and monitoring progress. 

Client-Planner Relationship: Defines the scope and terms of engagement between the client and the 

financial planner. 

Goal Definition: Clearly outlines future financial needs in terms of amount and timing to set actionable 

financial goals. 

Financial Status Analysis: Assesses current income, expenses, assets, and liabilities to determine savings 

and investment capacity. 

Recommendations Development: Proposes actions like increasing income, controlling expenses, or 

reallocating assets to meet future needs. 

Plan Implementation: Executes financial decisions, completing necessary procedures and paperwork. 
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Monitoring Plans: Regularly reviews financial plans to ensure alignment with goals and adjusts for 

changes in client circumstances or market conditions. 

Fee-Only Advisers: Earn income solely from clients, avoiding conflicts of interest from product 

commissions, focusing on comprehensive financial planning. 

Execution-Only Services: Distributors earn commissions from product sales, executing transactions 

without necessarily providing holistic advice. 

Wraps and Platforms: Technology-based solutions offering standardized portfolios, enabling advisers to 

manage client investments across multiple products. 

Regulatory Framework: SEBI regulations separate advisory and distribution roles to prevent mis-selling, 

requiring advisers to register and earn fees from clients. 

Goal Prioritization: Long-term goals like retirement should not be sidelined for short-term consumption 

goals to ensure financial stability. 

Staggering Goals: Deferring non-critical goals allows focus on essential ones when financial resources are 

limited. 

Budgeting Importance: A budget tracks income and expenses, ensuring adequate savings and preventing 

cash flow mismatches. 

Insurance Role: Covers risks like loss of income or property damage, protecting household financial 

stability. 

Debt Counseling: Advisers guide households to manage borrowings, ensuring repayment aligns with 

income and does not strain finances. 

Asset Allocation Focus: Emphasizes allocating savings across asset classes based on risk tolerance and 

financial goals, rather than individual security selection. 

Tax Efficiency: Considers taxability of investment income (e.g., dividends, interest) to optimize returns, 

though not the primary basis for investment decisions. 

Retirement Corpus: Advisers assess adequacy of retirement savings, factoring in future expenses and 

investment income. 

Estate Tools: Includes gifts during lifetime and wills post-death to ensure smooth, tax-efficient wealth 

transfer. 

Savings Role: Savings from current income fund future needs, with adequacy relative to expenses 

determining financial stability. 
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Leverage Risks: Borrowing for financial assets increases risk due to price volatility, requiring careful 

consideration. 

Net Worth Tracking: Periodic calculation of net worth helps monitor financial progress and guide 

planning. 

Adviser Expertise: Financial planners provide specialized knowledge to navigate complex financial 

products and align them with client needs. 
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Chapter 2: Time Value of Money 

Time Value Concept: Money today is worth more than the same amount in the future due to its potential 

to earn returns. 

Present Value: Represents the current worth of future cash flows, discounted at a specific rate. 

Future Value: Indicates the value of current money at a future date, compounded at a given rate. 

Discount Rate: The rate used to calculate present value, reflecting the return forgone by receiving money 

later. 

Compound Interest: The rate at which present money grows to its future value over time. 

Annuity: A series of equal cash flows received or paid at regular intervals. 

Perpetuity: A stream of equal cash flows continuing indefinitely. 

Cash Flow Timing: Earlier cash flows have higher present value than later ones due to time value 

principles. 

Discount Rate Impact: Higher discount rates reduce the present value of future cash flows. 

Compounding Frequency: More frequent compounding (e.g., monthly vs. yearly) increases future value. 

Present Value Formula: Used to calculate the current worth of a single future cash flow or annuity. 

Future Value Formula: Determines the future worth of a present sum or series of cash flows. 

Annuity Applications: Common in loan repayments, pensions, and recurring investment calculations. 

Perpetuity Applications: Used for assets like perpetual bonds or endowments with indefinite cash flows. 

Time Period Impact: Longer time periods reduce present value and increase future value due to 

compounding effects. 

Rate Sensitivity: Small changes in interest rates significantly affect present and future values over long 

periods. 

Excel Functions: Tools like PV, FV, and PMT in Excel simplify time value calculations. 

Investment Decisions: Time value principles guide choices between immediate and delayed cash flows. 

Inflation Adjustment: Future cash flows must account for inflation to reflect real purchasing power. 
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Risk Consideration: Higher risk investments require higher discount rates to reflect uncertainty. 

Loan Calculations: Time value is used to compute EMIs, interest, and principal components of loans. 

Retirement Planning: Time value helps estimate required savings for future retirement expenses. 

Bond Valuation: Present value calculations determine bond prices based on future cash flows. 

Savings Growth: Compounding shows how regular savings grow over time to meet financial goals. 

Cash Flow Streams: Uneven cash flows require individual discounting for accurate present value. 

Opportunity Cost: Choosing to receive money later involves forgoing potential investment returns. 

Financial Modeling: Time value is critical for modeling cash flows in investment and budgeting scenarios. 

Discounted Cash Flows: Used in valuing investments by discounting future cash flows to present value. 

Perpetuity Valuation: Calculates the value of infinite cash flows, common in real estate or pension funds. 

Loan Amortization: Breaks down loan payments into interest and principal using time value principles. 

Investment Comparison: Allows comparison of cash flows across different time periods for decision-

making. 

Risk-Adjusted Rates: Incorporates risk into discount rates for more accurate valuations. 

Regular Cash Flows: Annuity formulas simplify calculations for consistent payments or receipts. 

Single Cash Flow: Used for one-time future payments like maturity proceeds or lump-sum investments. 

Compounding Benefits: Highlights the advantage of starting savings early to maximize growth. 

Inflation Impact: Reduces the real value of future cash flows, necessitating higher savings. 

Goal Funding: Helps calculate required investments to meet future financial goals. 

Bond Yield: Time value principles underpin yield calculations for fixed-income securities. 

Retirement Corpus: Determines savings needed to generate desired retirement income. 

Loan Interest: Calculates interest costs for loans, aiding in borrowing decisions. 

Savings Plans: Guides structuring regular savings to achieve specific future amounts. 

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Financial Decisions: Time value is a core principle in evaluating financial trade-offs. 

Perpetuity Formula: Simplifies valuation of assets with infinite cash flows. 

Annuity Due: Adjusts calculations for cash flows occurring at the beginning of periods. 

Excel Efficiency: Spreadsheets streamline complex time value calculations for practical use. 
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Chapter 3: Cash Flow Management and Budgeting 

Cash Flow Management: Ensures income meets expenses, preventing cash shortages through budgeting. 

Household Budget: Lists income and expenses to track financial health and savings potential. 

Cash Inflows: Include salary, business income, and investment returns, critical for budgeting. 

Cash Outflows: Cover essential and discretionary expenses, impacting savings capacity. 

Budgeting Process: Involves forecasting income and expenses to plan savings and investments. 

Monitoring Budgets: Regular review ensures budgets align with financial goals and savings targets. 

Personal Balance Sheet: Summarizes assets and liabilities to assess net worth. 

Net Worth Calculation: Assets minus liabilities, indicating financial stability and progress. 

Savings Plan: Structures income allocation to meet short- and long-term financial goals. 

Contingency Planning: Prepares for unexpected expenses through emergency funds or insurance. 

Financial Position Evaluation: Analyzes income, expenses, assets, and liabilities to assess client health. 

Liquidity Needs: Ensures sufficient liquid assets to cover short-term expenses or emergencies. 

Expense Control: Identifies areas to reduce spending to increase savings for goals. 

Savings Adequacy: Evaluates if current savings meet future financial needs. 

Debt Assessment: Reviews liabilities to ensure they align with repayment capacity. 

Investment Alignment: Ensures investments match client risk tolerance and goals. 

Income Stability: Assesses reliability of income sources for financial planning. 

Emergency Fund: Recommends 3-6 months of expenses in liquid assets for contingencies. 

Budget Forecasting: Predicts future cash flows to plan for large expenses or investments. 

Asset Valuation: Regularly updates asset values to reflect market changes in net worth. 

Liability Management: Monitors debt levels to prevent over-leveraging. 

Savings Ratio: Measures savings relative to income to gauge financial discipline. 
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Expense Ratio: Tracks expenses as a percentage of income to identify overspending. 

Liquidity Ratio: Assesses liquid assets relative to expenses for short-term financial security. 

Debt-to-Income Ratio: Evaluates debt repayments against income to assess borrowing capacity. 

Goal Funding: Matches savings and investments to specific financial objectives. 

Financial Ratios: Uses metrics like net worth and leverage ratios to evaluate financial health. 

Periodic Review: Regularly updates financial position to adapt to changing circumstances. 

Income Diversification: Encourages multiple income sources to reduce financial risk. 

Expense Prioritization: Focuses spending on essential needs to maximize savings. 

Savings Allocation: Divides savings across goals based on priority and timeline. 

Contingency Fund Size: Recommends adequate reserves based on lifestyle and income stability. 

Balance Sheet Updates: Tracks changes in assets and liabilities for accurate net worth. 

Cash Flow Timing: Matches income and expense timing to avoid cash flow mismatches. 

Financial Goals Alignment: Ensures budgets support long-term objectives like retirement. 

Risk Assessment: Evaluates financial risks from debt or investment choices. 

Savings Discipline: Encourages consistent saving to build wealth over time. 

Budget Adjustments: Modifies budgets based on income or expense changes. 

Emergency Preparedness: Plans for income disruptions with liquid reserves or insurance. 

Debt Repayment Strategy: Prioritizes high-interest debt to reduce financial strain. 

Investment Review: Periodically assesses investment performance against goals. 

Net Worth Growth: Tracks net worth increases as a measure of financial progress. 

Client Profiling: Understands client lifestyle and goals for tailored financial advice. 

Forecasting Accuracy: Uses realistic assumptions for income and expense projections. 

Financial Stability: Aims to balance income, expenses, and savings for long-term security. 
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Chapter 4: Debt Management and Loans 

Debt Purpose: Borrowing funds assets like homes or cars, using future income to meet current needs. 

Debt in Cash Flow: Impacts future savings by allocating income to repayments, requiring careful 

management. 

Leverage: Using borrowed funds to enhance returns, but increases risk due to repayment obligations. 

Debt Counseling: Guides clients to manage debt, avoid traps, and align repayments with income. 

Debt Servicing: Calculates repayment obligations to ensure they fit within cash flow constraints. 

Responsible Borrowing: Borrow only for appreciating assets or essential needs to maintain financial 

health. 

Secured Loans: Backed by collateral, offering lower interest rates but risking asset loss on default. 

Unsecured Loans: Not backed by collateral, carrying higher interest rates due to increased lender risk. 

Loan Terms: Include principal, interest rate, tenure, and EMI, critical for evaluating loan suitability. 

Types of Borrowing: Include home loans, car loans, personal loans, and credit card debt, each with 

distinct features. 

Loan Calculations: Use time value principles to compute EMIs, interest, and principal components. 

Loan Restructuring: Adjusts loan terms like tenure or EMI to ease repayment burdens. 

Repayment Schedules: Vary with interest rate changes, impacting total interest paid and tenure. 

Loan Evaluation Criteria: Considers interest rates, fees, tenure, and repayment flexibility. 

EMI vs. Tenure Changes: Adjusting EMI or tenure in response to interest rate changes affects repayment 

strategy. 

Invest vs. Pay Off Debt: Compares returns from investments against interest costs to decide debt 

repayment priority. 

Debt Reduction Strategies: Include prioritizing high-interest debt, consolidating loans, or increasing 

repayments. 

Credit Score Impact: Responsible borrowing and timely repayments maintain or improve credit scores. 

Debt Trap Risks: Excessive borrowing can strain finances, leading to inability to meet essential expenses. 
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Loan Affordability: Assesses repayment capacity based on income and existing obligations. 

Interest Rate Types: Fixed rates offer predictability, while floating rates fluctuate with market conditions. 

Collateral Valuation: Secured loans require accurate asset valuation to determine loan amounts. 

Prepayment Options: Paying off loans early reduces interest costs but may incur penalties. 

Debt Consolidation: Combines multiple loans into one to simplify repayments and potentially lower costs. 

High-Interest Debt: Prioritizes repayment of high-cost loans like credit cards to reduce financial burden. 

Loan Tenure Impact: Longer tenures reduce EMIs but increase total interest paid. 

Interest Rate Sensitivity: Small rate changes significantly affect long-term loan costs. 

Debt-to-Income Ratio: Measures debt repayments against income to assess borrowing capacity. 

Emergency Fund Priority: Ensures savings for contingencies before taking on additional debt. 

Loan Documentation: Requires proof of income, identity, and collateral details for approval. 

Default Consequences: Non-repayment risks asset seizure in secured loans or legal action in unsecured 

loans. 

Leverage Risks: Borrowing for volatile assets like equities increases financial risk. 

Debt Repayment Plans: Structures repayments to align with cash flow and financial goals. 

Loan Comparison: Evaluates multiple loan offers based on total cost and terms. 

Refinancing Benefits: Switching to lower-rate loans reduces interest costs but may involve fees. 

Debt Management Tools: Budgeting and cash flow analysis help manage repayment obligations. 

Interest Calculations: Use formulas like IPMT and PPMT to break down EMI components. 

Loan Amortization: Shows how payments reduce principal and interest over time. 

Borrowing Limits: Advises against exceeding debt levels that strain income. 

Debt Payoff Strategies: Includes snowball (smallest debt first) or avalanche (highest interest first) 

methods. 

Credit Card Debt: High interest rates make it a priority for repayment to avoid escalating costs. 
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Loan Tenure Adjustment: Extending tenure lowers EMIs but increases total interest paid. 

Financial Discipline: Responsible borrowing ensures debt does not derail financial goals. 

Loan Provider Evaluation: Considers reputation, terms, and customer service of lenders. 

Debt-Free Goals: Plans to eliminate debt to free up income for savings and investments. 
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Chapter 5: Introduction to the Indian Financial Markets 

Indian Economy: Drives financial markets through growth, inflation, and policy influencing investment 

opportunities. 

Financial Markets: Facilitate capital allocation, trading, and investment across various asset classes. 

Market Regulators: SEBI, RBI, IRDAI, and PFRDA oversee securities, banking, insurance, and pension 

markets, respectively. 

Market Structure: Comprises primary markets for new issues and secondary markets for trading existing 

securities. 

Market Participants: Include investors, issuers, intermediaries, and regulators, each with distinct roles. 

Primary Markets: Enable companies to raise capital through IPOs and other public offerings. 

Secondary Markets: Facilitate trading of issued securities, providing liquidity and price discovery. 

SEBI Role: Regulates securities markets to protect investors and ensure fair practices. 

RBI Functions: Oversees monetary policy and banking, influencing interest rates and liquidity. 

IRDAI Oversight: Regulates insurance products, ensuring financial stability and consumer protection. 

PFRDA Role: Governs pension schemes like NPS, promoting retirement savings. 

Equity Markets: Trade company shares, offering ownership and potential capital gains. 

Debt Markets: Deal in bonds and fixed-income securities, providing income and capital preservation. 

Derivatives Markets: Trade contracts like futures and options, used for hedging and speculation. 

Commodity Markets: Facilitate trading of physical goods like gold and agricultural products. 

Market Liquidity: Ensured by active trading and market makers quoting bid-ask prices. 

Investor Protection: Regulations ensure transparency and fairness in market dealings. 

Capital Formation: Financial markets channel savings into productive investments. 

Market Segments: Include equity, debt, derivatives, and commodities, each serving different needs. 

Intermediaries: Brokers, depositories, and registrars facilitate smooth market operations. 
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Stock Exchanges: NSE and BSE provide platforms for trading securities in India. 

Market Efficiency: Reflects how quickly prices incorporate new information. 

Regulatory Compliance: Market participants must adhere to SEBI and other regulatory guidelines. 

Foreign Investment: FIIs and FPIs participate under regulated frameworks like FEMA. 

Market Infrastructure: Depositories like NSDL and CDSL ensure secure storage and transfer of securities. 

Clearing Houses: Facilitate settlement of trades, reducing counterparty risk. 

Market Depth: Indicates the volume of orders at various price levels, reflecting liquidity. 

Price Discovery: Markets determine fair prices through supply and demand dynamics. 

Market Access: Technology enables retail and institutional investors to participate easily. 

Risk Management: Regulations and tools like margins mitigate market risks. 

Economic Indicators: GDP, inflation, and interest rates influence market performance. 

Market Transparency: Mandatory disclosures ensure investors have access to critical information. 

Broker Roles: Facilitate trading and provide market access to retail investors. 

Depository Services: Enable dematerialized holding and transfer of securities. 

Regulatory Penalties: Non-compliance with regulations leads to fines or bans. 

Market Volatility: Fluctuations driven by economic, political, or global factors. 

Investor Education: SEBI promotes financial literacy to enhance market participation. 

Mutual Fund Role: Pools investor funds for diversified investments in markets. 

Corporate Bonds: Issued by companies to raise debt, traded in secondary markets. 

Government Securities: Low-risk investments issued by RBI for government funding. 

Exchange Platforms: Provide real-time trading and price information. 

Market Surveillance: SEBI monitors trading to prevent manipulation and fraud. 

Financial Inclusion: Markets aim to broaden access to financial products for all. 
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Global Integration: Indian markets are influenced by global economic trends. 

Technology Impact: Online platforms and algo-trading enhance market efficiency. 
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Chapter 6: Securities Market Segments 

Primary Markets: Issue new securities like IPOs to raise capital for companies. 

Secondary Markets: Trade existing securities, providing liquidity and price discovery. 

IPO Process: Companies issue shares to public through primary markets, regulated by SEBI. 

Secondary Market Role: Enables investors to buy/sell securities post-issuance, enhancing marketability. 

Corporate Actions: Include dividends, bonus issues, stock splits, and rights issues impacting shareholders. 

Dividends: Payments to shareholders from company profits, affecting stock value. 

Bonus Issues: Additional shares issued to existing shareholders, increasing share count. 

Stock Splits: Divide existing shares to increase liquidity and affordability. 

Rights Issues: Offer existing shareholders new shares at a discount, raising additional capital. 

Market Makers: Provide liquidity by quoting bid and ask prices in secondary markets. 

Trading Mechanisms: Include order-driven and quote-driven systems for price determination. 

Clearing and Settlement: Ensures smooth transfer of securities and funds post-trade. 

Liquidity Provision: Secondary markets allow investors to exit investments easily. 

Price Discovery: Secondary markets establish fair prices through trading activity. 

SEBI Oversight: Ensures fair practices and investor protection in both market segments. 

Book Building: Process in IPOs to determine share price based on investor demand. 

Underwriting: Ensures full subscription of IPOs by guaranteeing purchase of unsold shares. 

Listing Requirements: Companies must meet exchange criteria to trade in secondary markets. 

Market Orders: Buy/sell at current market prices for immediate execution. 

Limit Orders: Specify price for buying/selling, executed only at that price or better. 

Dematerialization: Converts physical shares into electronic form for trading ease. 

Corporate Action Impact: Adjusts share prices and investor portfolios post-action. 
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Share Buybacks: Companies repurchase shares, reducing outstanding shares and boosting value. 

Dividend Yield: Measures dividend income relative to share price, guiding income investors. 

Rights Issue Dilution: Increases share count, potentially reducing per-share value. 

Stock Exchange Role: Platforms like NSE and BSE facilitate secondary market trading. 

Trading Hours: Defined periods during which securities can be traded. 

Circuit Breakers: Halt trading to curb excessive volatility in markets. 

Market Indices: Track market performance, e.g., Sensex and Nifty, guiding investors. 

Investor Access: Retail investors trade through brokers or online platforms. 

Regulatory Compliance: Corporate actions must adhere to SEBI disclosure norms. 

Settlement Cycles: T+2 settlement ensures quick transfer of securities and funds. 

Market Transparency: Real-time price and volume data enhance investor confidence. 

Liquidity Risk: Illiquid securities may be hard to sell in secondary markets. 

Bonus Share Impact: Increases shareholding without additional cost, enhancing liquidity. 

Dividend Taxation: Dividends are taxable, affecting net returns for investors. 

Rights Issue Benefits: Allows existing shareholders to maintain proportional ownership. 

Secondary Market Efficiency: Reflects quick incorporation of information into prices. 

IPO Oversubscription: Excess demand for shares requires allocation mechanisms. 

Market Volatility: Corporate actions can influence stock price fluctuations. 

Shareholder Rights: Corporate actions impact voting and ownership rights. 

Price Adjustments: Stock prices adjust post-corporate actions like splits or dividends. 

Trading Platforms: Electronic systems enable seamless trading in secondary markets. 

Investor Protection: SEBI ensures fair treatment during corporate actions. 

Market Depth: High trading volumes indicate robust secondary market activity. 
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Regulatory Filings: Companies must report corporate actions to exchanges and SEBI. 
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Chapter 7: Introduction to Investment 

Investment Types: Include equity, fixed income, commodities, real estate, and alternative investments. 

Equity Investments: Represent ownership in companies, offering capital gains and dividends. 

Fixed Income: Provide regular interest payments, e.g., bonds and deposits, with lower risk. 

Commodities: Include physical assets like gold, oil, and agricultural products, traded for price 

appreciation. 

Real Estate: Offers growth through property appreciation and income via rentals. 

Structured Products: Combine securities for tailored risk-return profiles, e.g., equity-linked notes. 

Distressed Securities: Investments in troubled companies, offering high returns with high risk. 

Other Opportunities: Include private equity, venture capital, and cryptocurrencies. 

Investment Channels: Include direct purchases, mutual funds, and portfolio management services. 

Equity Risk: High return potential but volatile due to market fluctuations. 

Fixed Income Safety: Lower risk, suitable for conservative investors seeking stable income. 

Commodity Volatility: Prices driven by supply-demand, offering inflation hedging. 

Real Estate Illiquidity: High-value investments with limited liquidity and regulatory oversight. 

Structured Product Complexity: Requires understanding of underlying assets and risks. 

Distressed Securities Risk: High potential returns but significant default risk. 

Investment Goals: Align investments with financial objectives like growth or income. 

Risk Tolerance: Determines suitable asset classes based on investor’s risk appetite. 

Diversification: Spreads investments across asset classes to reduce risk. 

Liquidity Needs: Influences choice between liquid (stocks) and illiquid (real estate) assets. 

Return Expectations: Guide selection of growth-oriented or income-focused investments. 

Regulatory Framework: Investments are governed by SEBI, RBI, and other regulators. 
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Direct Investing: Buying securities like stocks or bonds through brokers or exchanges. 

Pooled Investments: Mutual funds and ETFs pool funds for diversified exposure. 

Alternative Investments: Include hedge funds and AIFs for sophisticated investors. 

Tax Implications: Vary across investment types, impacting net returns. 

Market Access: Technology enables retail investors to access diverse investments. 

Investment Horizon: Short-term or long-term goals influence asset selection. 

Risk-Return Tradeoff: Higher potential returns come with increased risk. 

Portfolio Construction: Combines assets to meet financial goals and risk tolerance. 

Investment Costs: Include fees, commissions, and taxes affecting net returns. 

Real Estate Benefits: Combines growth and income, hedging against inflation. 

Commodity Risks: Subject to global economic and geopolitical factors. 

Structured Product Risks: Complexity and counterparty risk require careful evaluation. 

Distressed Securities Opportunities: High returns possible if companies recover. 

Investment Platforms: Online brokers and apps simplify access to markets. 

Regulatory Protection: Ensures transparency and fairness in investment dealings. 

Diversification Benefits: Reduces portfolio risk by spreading investments. 

Income-Oriented Investments: Fixed income and rentals suit conservative investors. 

Growth-Oriented Investments: Equities and real estate target capital appreciation. 

Alternative Investment Appeal: Offers diversification beyond traditional assets. 

Investment Research: Requires analysis of asset performance and market trends. 

Brokerage Services: Facilitate buying and selling of investment products. 

Tax Efficiency: Considers tax treatment of returns for optimal investment choices. 

Risk Management: Uses diversification and hedging to mitigate investment risks. 

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Investor Education: Understanding investment options enhances decision-making. 
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Chapter 8: Investing in Stocks 

Equity as Investment: Offers ownership, dividends, and capital gains with high return potential. 

Diversification: Reduces risk through cross-sectional (across sectors) or time-series (over time) strategies. 

Equity Risks: Include market, sector, and company-specific risks, leading to price volatility. 

Equity Market Overview: Comprises primary (IPOs) and secondary (trading) markets. 

Equity Research: Involves analyzing financials, management, and market position for stock selection. 

Relative Valuation: Uses ratios like P/E and P/B to compare stocks against peers. 

Discounted Cash Flow (DCF): Values stocks based on future cash flows discounted to present value. 

Technical Analysis: Uses price patterns and indicators like moving averages to predict stock movements. 

Qualitative Evaluation: Assesses management quality, brand strength, and industry trends. 

Market Risk: Economic and geopolitical factors impact stock prices. 

Sector Diversification: Spreads risk across industries like IT, banking, and healthcare. 

Time Diversification: Holding stocks over long periods reduces short-term volatility impact. 

P/E Ratio: Measures stock price relative to earnings, indicating valuation levels. 

P/B Ratio: Compares market value to book value, assessing undervaluation or overvaluation. 

PEG Ratio: Adjusts P/E for growth, with PEG < 1 indicating potential undervaluation. 

Dividend Yield: Dividend per share divided by stock price, guiding income-focused investors. 

Stock Selection: Combines fundamental (financials) and technical (price trends) analysis. 

Market Indices: Benchmarks like Nifty 50 guide stock performance comparison. 

Volatility: Stocks exhibit higher price fluctuations than fixed-income securities. 

Liquidity: Listed stocks offer high liquidity, enabling easy buying and selling. 

Fundamental Analysis: Evaluates company financial health, earnings, and growth prospects. 

Technical Indicators: Include moving averages and RSI to identify buying/selling opportunities. 
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Qualitative Factors: Management competence and competitive advantage influence stock performance. 

Portfolio Diversification: Reduces unsystematic risk through varied stock holdings. 

Stock Valuation Models: Combine DCF and relative valuation for robust price estimates. 

Market Trends: Bullish or bearish trends affect stock selection strategies. 

Risk Management: Stop-loss orders and diversification mitigate equity risks. 

Dividend Income: Provides regular cash flow, suitable for retirement portfolios. 

Capital Gains: Primary return source from stock price appreciation. 

Brokerage Platforms: Facilitate stock trading with real-time data and tools. 

Regulatory Oversight: SEBI ensures fair trading practices and investor protection. 

Stock Splits: Increase share count, improving liquidity without changing value. 

Bonus Issues: Reward shareholders with additional shares, boosting holdings. 

Rights Issues: Offer discounted shares to existing shareholders, raising capital. 

Corporate Governance: Strong governance enhances stock attractiveness. 

Market Sentiment: Investor psychology influences short-term stock price movements. 

Economic Indicators: GDP, inflation, and interest rates impact equity markets. 

Stock Liquidity: High trading volumes ensure ease of entry and exit. 

Investment Horizon: Long-term holding aligns with equity’s growth potential. 

Portfolio Weighting: Allocates stock investments based on risk and return goals. 

Sector Analysis: Evaluates industry trends to select high-potential stocks. 

Earnings Reports: Quarterly results drive stock price movements. 

Technical Signals: Moving averages signal buy/sell opportunities based on trends. 

Risk Tolerance: Guides stock selection based on investor’s comfort with volatility. 

Equity Portfolio Review: Regular assessment ensures alignment with financial goals. 
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Chapter 9: Investing in Fixed Income Securities 

Debt Market Role: Finances corporate and government needs through bonds and securities. 

Bond Market Ecosystem: Includes issuers, investors, brokers, and regulators like SEBI and RBI. 

Fixed Income Risks: Include interest rate, credit, and liquidity risks affecting returns. 

Bond Pricing: Determined by discounting future cash flows (coupons and principal) to present value. 

Traditional Yield Measures: Include current yield, yield to maturity (YTM), and yield to call. 

Yield Curve: Plots yields against maturities, indicating market expectations for interest rates. 

Duration: Measures bond price sensitivity to interest rate changes, guiding risk management. 

Money Market: Trades short-term instruments like T-Bills with high liquidity and low risk. 

Government Debt Market: Issues G-Secs and T-Bills, considered low-risk investments. 

Corporate Debt Market: Includes corporate bonds with higher yields but increased credit risk. 

Small Savings Instruments: Offer fixed returns through schemes like PPF and NSC. 

Interest Rate Risk: Bond prices fall when interest rates rise, impacting market value. 

Credit Risk: Risk of issuer default, higher in corporate bonds than government securities. 

Liquidity Risk: Some bonds may be hard to sell in secondary markets. 

Bond Valuation: Uses present value of future cash flows, adjusted for yield and maturity. 

YTM Importance: Reflects total return if bond is held to maturity, including coupons. 

Current Yield: Annual coupon payment divided by bond’s market price. 

Yield to Call: Yield if bond is called before maturity, relevant for callable bonds. 

Duration Impact: Higher duration increases sensitivity to interest rate changes. 

Money Market Instruments: Include T-Bills, commercial paper, and certificates of deposit. 

G-Sec Features: Low risk, backed by government, with varying maturities. 

Corporate Bond Features: Higher yields but subject to issuer’s creditworthiness. 
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PPF Benefits: Tax-exempt returns with long-term lock-in for retirement planning. 

NSC Features: Fixed returns with tax benefits, suitable for conservative investors. 

Day Count Convention: Standardizes interest calculations, e.g., 30/360 for bonds in India. 

Bond Market Liquidity: Secondary markets enable trading but vary by bond type. 

Interest Rate Movements: Inverse relationship with bond prices affects portfolio value. 

Credit Ratings: Guide bond selection by assessing issuer’s repayment ability. 

Callable Bonds: Allow issuers to redeem early, affecting investor returns. 

Zero-Coupon Bonds: Sold at discount, paying no coupons but principal at maturity. 

Bond Diversification: Spreads risk across issuers, maturities, and sectors. 

Inflation Impact: Reduces real returns on fixed-income securities. 

Reinvestment Risk: Arises when coupon payments are reinvested at lower rates. 

Bond Laddering: Invests in bonds with staggered maturities to manage interest rate risk. 

Tax Implications: Interest income from bonds is taxable, affecting net returns. 

Government Securities Safety: Backed by RBI, ideal for risk-averse investors. 

Corporate Bond Yields: Higher than G-Secs due to increased credit risk. 

Money Market Safety: Short-term instruments minimize interest rate risk. 

Fixed Income Role: Provides stability and income in diversified portfolios. 

Bond Market Regulation: SEBI and RBI ensure transparency and investor protection. 

Yield Curve Shapes: Normal, inverted, or flat curves signal economic conditions. 

Duration Strategies: Adjust duration to manage interest rate risk exposure. 

Small Savings Accessibility: Widely available, offering fixed returns for retail investors. 

Bond Trading Platforms: Facilitate buying/selling in secondary markets. 

Fixed Income Allocation: Balances risk and return in portfolio construction. 

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Chapter 10: Understanding Derivatives 

Derivatives Basics: Contracts deriving value from underlying assets like stocks or commodities. 

Underlying Concepts: Include leverage, hedging, and speculation driving derivative use. 

Derivative Types: Include futures, options, forwards, and swaps, each with unique features. 

Derivative Markets: Comprise exchange-traded (standardized) and OTC (customized) markets. 

Purpose of Derivatives: Used for hedging risks, speculating on price movements, or arbitrage. 

Benefits of Derivatives: Offer leverage, risk management, and price discovery. 

Derivative Costs: Include transaction fees, margins, and potential losses from leverage. 

Derivative Risks: Market, credit, and liquidity risks due to volatility and complexity. 

Equity Derivatives: Based on stocks or indices, used for hedging or speculation. 

Currency Derivatives: Manage exchange rate risks, popular in forex markets. 

Commodity Derivatives: Trade on commodities like gold, oil, or agricultural products. 

Futures Contracts: Obligate buying/selling at a set price on a future date. 

Options Contracts: Provide the right, not obligation, to buy/sell at a specified price. 

Forwards: Customized OTC contracts for future delivery at agreed prices. 

Swaps: Exchange cash flows, e.g., interest rate swaps, to manage risks. 

Hedging Strategy: Uses derivatives to offset potential losses in underlying assets. 

Speculation: Leverages derivatives for high returns based on price predictions. 

Arbitrage Opportunities: Exploit price differences across markets for risk-free profits. 

Exchange-Traded Derivatives: Standardized, regulated, and traded on platforms like NSE. 

OTC Derivatives: Flexible but carry higher counterparty risk due to lack of regulation. 

Margin Requirements: Initial and maintenance margins ensure contract fulfillment. 

Leverage Impact: Amplifies returns but increases risk of significant losses. 
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Derivative Pricing: Based on underlying asset price, time to expiry, and volatility. 

Black-Scholes Model: Used for options pricing, factoring in time and volatility. 

Hedging Benefits: Protects portfolios from adverse price movements. 

Speculative Risks: High leverage can lead to substantial losses if predictions fail. 

Market Liquidity: Exchange-traded derivatives offer higher liquidity than OTC. 

Regulatory Oversight: SEBI regulates derivatives to ensure transparency and fairness. 

Commodity Hedging: Used by producers and consumers to lock in prices. 

Currency Risk Management: Derivatives mitigate losses from exchange rate fluctuations. 

Derivative Strategies: Include straddles, spreads, and covered calls for varied objectives. 

Volatility Impact: Higher volatility increases derivative prices, especially options. 

Contract Settlement: Can be physical (delivery) or cash-settled based on price differences. 

Margin Calls: Require additional funds if market moves against the position. 

Derivative Accessibility: Available to retail and institutional investors through brokers. 

Risk Management Tools: Derivatives like options provide flexible risk control. 

Market Efficiency: Derivatives enhance price discovery and market liquidity. 

Counterparty Risk: Higher in OTC derivatives due to lack of clearinghouses. 

Derivative Complexity: Requires understanding of underlying assets and market dynamics. 

Hedging Costs: Premiums and margins impact overall returns. 

Speculative Strategies: Use options or futures for leveraged bets on price movements. 

Regulatory Compliance: Adherence to SEBI rules ensures fair derivative trading. 

Derivative Applications: Used in portfolio management for risk and return optimization. 

Market Volatility: Derivatives amplify exposure to price fluctuations. 

Investor Education: Understanding derivatives is critical to avoid significant losses. 
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Chapter 11: Mutual Funds 

Mutual Fund Definition: Pools investor money to invest in diversified securities. 

Mutual Fund Features: Professional management, diversification, and liquidity. 

Open-Ended Funds: Allow continuous buying/selling at NAV, offering high liquidity. 

Close-Ended Funds: Fixed number of units, traded on exchanges, with limited redemption. 

Interval Funds: Combine features of open- and close-ended funds, with periodic redemption. 

Exchange-Traded Funds (ETFs): Trade like stocks on exchanges, tracking indices or assets. 

Regulatory Framework: SEBI regulates mutual funds for investor protection and transparency. 

Mutual Fund Products: Include equity, debt, hybrid, and thematic funds for varied goals. 

Investment Options: Offer growth, dividend, or dividend reinvestment plans. 

Triggers in Investment: Events like market corrections or goal nearing prompt fund changes. 

Investment Process: Involves KYC, account opening, and selecting suitable funds. 

Systematic Transactions: Include SIPs, SWPs, and STPs for disciplined investing. 

Investment Modes: Lump-sum or systematic investments cater to different needs. 

Diversification Benefits: Reduces risk by spreading investments across assets. 

Professional Management: Fund managers make investment decisions based on expertise. 

NAV Calculation: Net asset value reflects fund’s per-unit market value daily. 

Expense Ratio: Measures fund’s operating costs, impacting net returns. 

Load Fees: Entry/exit loads may apply, affecting investment costs. 

Equity Funds: Invest in stocks for growth, suitable for long-term goals. 

Debt Funds: Focus on bonds for stable income, ideal for conservative investors. 

Hybrid Funds: Combine equity and debt for balanced risk-return profiles. 

Thematic Funds: Target specific sectors or themes, carrying higher risk. 
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SIP Benefits: Encourages regular investing, averaging out market volatility. 

SWP Use: Provides regular income by redeeming units systematically. 

STP Strategy: Transfers funds between schemes to optimize returns or reduce risk. 

Fund Selection: Based on investor goals, risk tolerance, and investment horizon. 

Performance Tracking: Regular review of fund performance against benchmarks. 

Risk Profiles: Funds categorized as low, moderate, or high risk by SEBI. 

Tax Implications: Capital gains and dividends taxed based on holding period. 

Liquidity: Open-ended funds and ETFs offer easy redemption or trading. 

Fund House Reputation: Strong track record enhances investor confidence. 

Portfolio Transparency: Funds disclose holdings regularly for investor awareness. 

Benchmark Comparison: Measures fund performance against indices like Nifty 50. 

Exit Load Impact: Fees on early redemption reduce net returns. 

Dividend Option: Provides periodic income but may reduce growth potential. 

Growth Option: Reinvests returns for compounding, suitable for long-term goals. 

SIP Discipline: Encourages consistent investing regardless of market conditions. 

Fund Categories: Equity, debt, and hybrid cater to diverse investor needs. 

Regulatory Compliance: SEBI mandates disclosures and fair practices. 

Risk Management: Diversification and professional management mitigate risks. 

Investment Platforms: Online portals simplify mutual fund investments. 

Tax-Saving Funds: ELSS funds offer tax benefits under Section 80C. 

Fund Performance Metrics: Sharpe ratio and alpha assess risk-adjusted returns. 

Investor Education: Understanding fund types aids better investment decisions. 

Long-Term Focus: Mutual funds suit long-term wealth creation through compounding. 
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Chapter 12: Portfolio Manager 

Portfolio Managers: Manage client investments under SEBI-regulated portfolio management services 

(PMS). 

PMS Types: Discretionary, non-discretionary, and advisory, catering to different client needs. 

Discretionary PMS: Managers make investment decisions on behalf of clients. 

Non-Discretionary PMS: Clients approve investment decisions made by managers. 

Advisory PMS: Provides advice without executing transactions, avoiding commissions. 

PMS Structure: Involves client agreements, custodians, and fund managers for efficient operations. 

Registration Requirements: SEBI mandates minimum capital and qualifications for portfolio managers. 

Manager Responsibilities: Include due diligence, client reporting, and performance monitoring. 

PMS Costs: Include management fees, performance fees, and exit loads, impacting returns. 

Direct Access Facility: Allows high-net-worth clients to directly invest in PMS. 

Performance Disclosure: SEBI mandates transparent reporting of portfolio performance. 

Client Suitability: PMS targets high-net-worth individuals with complex financial needs. 

Minimum Investment: Typically higher than mutual funds, often Rs. 50 lakhs. 

Customization: PMS offers tailored portfolios unlike standardized mutual funds. 

Risk Management: Managers use diversification and hedging to mitigate risks. 

Regulatory Oversight: SEBI ensures compliance with investment and reporting norms. 

Portfolio Transparency: Regular updates on holdings and performance provided to clients. 

Fee Structure: Fixed or performance-based fees align manager and client interests. 

Liquidity: PMS investments may have lock-in periods, reducing liquidity. 

Tax Implications: Capital gains taxed based on holding period and asset type. 

Client Reporting: Detailed reports on portfolio performance and transactions. 
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Investment Flexibility: PMS allows investment in equities, debt, and alternatives. 

Risk Tolerance: Portfolios tailored to client’s risk appetite and goals. 

Performance Benchmarking: Compared against indices like Nifty or BSE Sensex. 

Client Agreements: Define scope, fees, and responsibilities in PMS contracts. 

Custodian Role: Ensures safekeeping of client securities and settlement. 

High-Net-Worth Focus: PMS caters to sophisticated investors with large portfolios. 

Investment Strategies: Include growth, value, or income-focused approaches. 

Portfolio Rebalancing: Adjusts holdings to maintain desired risk-return profile. 

SEBI Compliance: Ensures fair practices and investor protection in PMS. 

Performance Fees: Linked to portfolio returns, incentivizing managers. 

Direct Equity Investment: PMS often includes direct stock holdings for customization. 

Risk Disclosure: Managers must inform clients of investment risks. 

Client Onboarding: Involves KYC, risk profiling, and agreement signing. 

Portfolio Monitoring: Regular reviews ensure alignment with client goals. 

Tax Efficiency: Managers optimize portfolios for post-tax returns. 

Exit Options: Clients can exit PMS subject to terms and exit loads. 

Investment Horizon: Typically long-term to maximize returns and manage risks. 

Manager Expertise: Skilled managers enhance portfolio performance. 

Regulatory Penalties: Non-compliance with SEBI norms leads to fines or bans. 

Client Trust: Built through transparency and consistent performance. 

Portfolio Diversification: Spreads risk across asset classes and sectors. 

Performance Tracking: Uses metrics like alpha and Sharpe ratio for evaluation. 

Client Communication: Regular updates ensure clients are informed of portfolio status. 
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PMS Accessibility: Primarily for high-net-worth individuals due to high entry barriers. 
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Chapter 13: Overview of Alternative Investment Funds (AIFs) 

Alternative Investments: Non-traditional assets like private equity, hedge funds, and venture capital. 

AIF Evolution: Growing in India due to demand for high-return, high-risk investments. 

SEBI Regulations: Govern AIFs to ensure transparency and investor protection. 

AIF Categories: Category I, II, and III based on investment focus and risk profile. 

Category I AIFs: Invest in startups, SMEs, and social ventures with incentives. 

Category II AIFs: Include private equity and debt funds without specific incentives. 

Category III AIFs: Hedge funds and leveraged funds, often complex and high-risk. 

AIF Types: Include venture capital, real estate, and infrastructure funds. 

Portfolio Role: AIFs enhance diversification and return potential in portfolios. 

High-Risk Nature: AIFs carry higher risks due to illiquidity and complexity. 

Minimum Investment: Typically Rs. 1 crore, targeting high-net-worth investors. 

Regulatory Compliance: SEBI mandates disclosures and investment limits. 

Liquidity Constraints: AIFs often have lock-in periods, reducing flexibility. 

Risk-Return Profile: Offer high returns but with significant volatility. 

Investor Suitability: Best for sophisticated investors with high risk tolerance. 

AIF Growth: Driven by India’s economic growth and investor demand. 

Tax Implications: Vary based on fund structure and investment type. 

Portfolio Diversification: AIFs reduce correlation with traditional assets. 

Fund Manager Role: Skilled managers critical for AIF performance. 

Investment Strategies: Include growth, distressed assets, and sector-focused approaches. 

Regulatory Oversight: SEBI ensures fair practices and investor protection. 

Private Equity: Invests in unlisted companies for long-term growth. 
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Venture Capital: Funds startups with high growth potential but high risk. 

Hedge Funds: Use leverage and derivatives for speculative returns. 

Real Estate AIFs: Invest in property for appreciation and rental income. 

Infrastructure Funds: Target projects like roads and power plants. 

Risk Management: Diversification and due diligence mitigate AIF risks. 

Performance Metrics: Evaluated using IRR and alpha for risk-adjusted returns. 

Investor Education: Understanding AIF complexity aids better decisions. 

Lock-In Periods: Restrict withdrawals, requiring long-term commitment. 

Fund Transparency: SEBI mandates periodic reporting to investors. 

High-Net-Worth Focus: AIFs cater to wealthy investors with large capital. 

Tax Efficiency: Pass-through status for some AIFs reduces tax burden. 

Market Trends: AIFs benefit from India’s growing startup and real estate sectors. 

Fund Structuring: AIFs use pooled structures for collective investments. 

Regulatory Limits: Caps on investments in single entities to manage risk. 

Manager Expertise: Critical for navigating complex alternative investments. 

Portfolio Allocation: AIFs typically form a small portion of diversified portfolios. 

Risk Disclosure: Managers must inform investors of inherent risks. 

Investment Horizon: Long-term focus due to illiquidity and lock-ins. 

Performance Fees: Linked to fund returns, aligning manager-client interests. 

AIF Accessibility: Limited to accredited or high-net-worth investors. 

Diversification Benefits: Low correlation with equities and bonds enhances portfolio stability. 

Regulatory Penalties: Non-compliance with SEBI rules leads to fines or bans. 

Market Growth: AIFs expanding due to demand for alternative asset classes. 
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Chapter 14: Introduction to Modern Portfolio Theory 

Modern Portfolio Theory (MPT): Framework for constructing portfolios to maximize return for a given 

risk. 

MPT Assumptions: Investors are rational, markets are efficient, and returns follow a normal distribution. 

Risk-Averse Investor: Prefers lower risk for a given return level. 

Risk-Seeking Investor: Willing to accept higher risk for potential higher returns. 

Risk-Neutral Investor: Indifferent to risk, focusing solely on expected returns. 

Expected Return: Calculated as the weighted average of individual asset returns. 

Portfolio Risk: Measured by standard deviation, influenced by asset correlations. 

Efficient Frontier: Represents portfolios with maximum return for a given risk level. 

Portfolio Optimization: Selects asset weights to achieve optimal risk-return balance. 

Estimation Issues: Inaccurate return or risk forecasts can skew portfolio outcomes. 

Diversification Benefits: Reduces risk by combining assets with low correlations. 

Risk Measurement: Uses variance or standard deviation to quantify portfolio risk. 

Return Calculation: Weighted sum of expected returns from portfolio assets. 

Correlation Impact: Lower correlation between assets enhances diversification benefits. 

Efficient Frontier Graph: Plots portfolios with optimal risk-return tradeoffs. 

Risk-Return Tradeoff: Higher returns require accepting higher portfolio risk. 

Asset Allocation: Determines weights of assets based on risk and return goals. 

Portfolio Variance: Combines individual asset variances and covariances. 

Optimization Process: Uses mathematical models to find the efficient frontier. 

Risk Aversion Levels: Guide portfolio construction based on investor preferences. 

Expected Return Formula: E(Rp) = Σ(wi * Ri), where wi is weight and Ri is asset return. 
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Portfolio Risk Formula: Involves variance and covariance of asset returns. 

Correlation Coefficient: Measures the degree of movement between two assets. 

Diversification Limits: Cannot eliminate systematic risk, only unsystematic risk. 

Market Portfolio: Lies on the efficient frontier, representing the market’s risk-return balance. 

Capital Market Line: Shows risk-return combinations for portfolios with risk-free assets. 

Risk-Free Rate: Typically government bond yield, used in portfolio models. 

Sharpe Ratio: Measures risk-adjusted return, guiding portfolio selection. 

Portfolio Weighting: Adjusts asset allocations to optimize expected returns. 

Covariance Role: Influences portfolio risk through asset return relationships. 

Estimation Challenges: Historical data may not predict future returns accurately. 

Investor Preferences: Shape portfolio construction based on risk tolerance. 

Efficient Portfolio: Offers the highest return for a specific risk level. 

Risk Reduction: Achieved through diversification across uncorrelated assets. 

Portfolio Selection: Chooses portfolios on the efficient frontier based on goals. 

MPT Applications: Used in asset allocation and portfolio management strategies. 

Systematic Risk: Market-wide risk that cannot be diversified away. 

Unsystematic Risk: Company-specific risk reduced through diversification. 

Return Forecasting: Relies on historical data and economic projections. 

Risk Modeling: Uses statistical tools to estimate portfolio volatility. 

Optimization Constraints: Include budget, sector limits, and investor preferences. 

Portfolio Rebalancing: Adjusts weights to maintain desired risk-return profile. 

MPT Limitations: Assumes stable correlations and normal return distributions. 

Investor Rationality: MPT assumes investors make decisions based on risk and return. 
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Efficient Market Hypothesis: Assumes prices reflect all available information. 
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Chapter 15: Portfolio Construction Process 

Asset Allocation Importance: Drives portfolio performance by balancing risk and return. 

Correlation Analysis: Assesses asset relationships to optimize diversification benefits. 

Portfolio Construction Steps: Include setting objectives, assessing constraints, and selecting assets. 

Investment Objectives: Define goals like capital growth, income, or preservation. 

Investment Constraints: Include liquidity, time horizon, taxes, and legal restrictions. 

Exposure Limits: Cap investments in sectors, entities, or asset classes to manage risk. 

Unique Needs: Tailor portfolios to client-specific goals and preferences. 

Investor Assessment: Evaluates financial position, risk tolerance, and goals. 

Financial Position Analysis: Reviews income, expenses, assets, and liabilities. 

Psychographic Analysis: Considers investor behavior and risk attitudes. 

Life Cycle Analysis: Aligns investments with life stages like accumulation or retirement. 

Risk Forecasting: Estimates potential volatility of asset classes. 

Return Forecasting: Predicts expected returns based on historical and economic data. 

Benchmarking: Compares portfolio performance to indices like Nifty or Sensex. 

Asset Allocation Decision: Determines weights for equities, debt, and other assets. 

Portfolio Construction Principles: Emphasize diversification, risk management, and goal alignment. 

Strategic Asset Allocation: Sets long-term asset weights based on investor goals. 

Tactical Asset Allocation: Adjusts weights short-term to exploit market opportunities. 

Portfolio Rebalancing: Restores original asset weights to maintain risk-return balance. 

Risk Tolerance: Guides asset allocation based on investor’s comfort with volatility. 

Investment Horizon: Influences asset choices based on time to goal. 

Liquidity Needs: Ensures sufficient liquid assets for short-term requirements. 
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Tax Considerations: Optimizes portfolio for after-tax returns. 

Diversification Strategy: Spreads investments to reduce unsystematic risk. 

Goal-Based Investing: Aligns portfolio with specific financial objectives. 

Risk-Return Balance: Seeks optimal tradeoff between expected returns and volatility. 

Portfolio Monitoring: Regularly reviews performance and alignment with goals. 

Sector Exposure: Limits concentration in specific industries to manage risk. 

Asset Class Selection: Chooses assets based on risk, return, and correlation. 

Client Communication: Keeps investors informed of portfolio decisions and performance. 

Economic Analysis: Considers macroeconomic factors in asset allocation. 

Behavioral Factors: Accounts for investor emotions in portfolio decisions. 

Constraint Management: Balances regulatory and personal limits in portfolio design. 

Performance Metrics: Uses Sharpe ratio and alpha for portfolio evaluation. 

Dynamic Adjustments: Adapts portfolio to changing market or client conditions. 

Risk Management: Employs hedging and diversification to mitigate losses. 

Portfolio Optimization: Uses models to find the best asset mix for goals. 

Benchmark Selection: Chooses appropriate indices for performance comparison. 

Tactical Opportunities: Exploits short-term market inefficiencies for higher returns. 

Rebalancing Frequency: Determines how often to adjust portfolio weights. 

Investor Profiling: Uses detailed analysis to tailor portfolios to client needs. 

Correlation Benefits: Low correlation between assets reduces portfolio volatility. 

Goal Prioritization: Allocates resources to critical financial objectives first. 

Portfolio Review: Periodic assessments ensure continued alignment with goals. 

Chapter 16: Portfolio Performance Measurement and Evaluation 
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Performance Parameters: Risk and return are key metrics for portfolio evaluation. 

Rate of Return: Measures portfolio growth, including capital gains and income. 

Arithmetic Return: Simple average of periodic returns, used for short-term analysis. 

Geometric Return: Compound return over multiple periods, reflecting long-term growth. 

Risk Measures: Include standard deviation, beta, and downside risk for volatility assessment. 

Standard Deviation: Quantifies total portfolio volatility, measuring return dispersion. 

Beta: Measures portfolio sensitivity to market movements, indicating systematic risk. 

Downside Risk: Focuses on negative returns, relevant for risk-averse investors. 

Risk-Adjusted Return: Evaluates returns relative to risk, using metrics like Sharpe ratio. 

Sharpe Ratio: Return per unit of risk, calculated as (return - risk-free rate)/standard deviation. 

Treynor Ratio: Measures return per unit of systematic risk, using beta. 

Jensen’s Alpha: Excess return over expected return, indicating manager skill. 

Benchmarking: Compares portfolio performance to market indices or peer groups. 

Peer Group Analysis: Evaluates performance against similar portfolios or funds. 

Performance Attribution: Breaks down returns to asset allocation and security selection. 

Asset Allocation Impact: Measures contribution of asset class weights to returns. 

Security Selection: Assesses impact of individual security choices on performance. 

Risk-Adjusted Metrics: Help investors compare portfolios with different risk levels. 

Portfolio Return Calculation: Uses time-weighted or money-weighted methods. 

Time-Weighted Return: Eliminates impact of cash flows for performance measurement. 

Money-Weighted Return: Reflects investor’s actual return, including cash flow timing. 

Benchmark Selection: Chooses indices aligned with portfolio’s asset mix and goals. 

Alpha Generation: Indicates outperformance due to manager skill or strategy. 

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Beta Adjustment: Ensures fair comparison by matching portfolio risk to benchmark. 

Attribution Analysis: Identifies sources of over- or under-performance. 

Risk Exposure: Monitors portfolio’s sensitivity to market and sector risks. 

Performance Reporting: Provides clear, transparent updates to investors. 

Sharpe Ratio Use: Guides portfolio selection for optimal risk-adjusted returns. 

Treynor Ratio Use: Useful for portfolios with significant market exposure. 

Jensen’s Alpha Role: Highlights manager’s ability to beat the market. 

Downside Risk Focus: Protects investors concerned with potential losses. 

Return Decomposition: Separates returns into income and capital gains. 

Benchmark Relevance: Ensures benchmarks reflect portfolio’s investment universe. 

Performance Periods: Evaluates returns over short, medium, and long terms. 

Risk Monitoring: Tracks changes in portfolio volatility over time. 

Peer Comparison: Assesses relative performance within similar investment categories. 

Attribution Models: Use single-factor or multi-factor models for detailed analysis. 

Portfolio Adjustments: Performance data guides rebalancing and strategy changes. 

Investor Objectives: Performance metrics align with client goals and risk tolerance. 

Regulatory Compliance: SEBI mandates accurate performance reporting. 

Risk-Return Balance: Ensures portfolio meets investor’s risk-return expectations. 

Performance Tracking: Regular reviews maintain alignment with financial goals. 

Attribution Insights: Helps refine investment strategies for better outcomes. 

Risk-Adjusted Focus: Prioritizes returns that account for risk exposure. 

Benchmark Limitations: Static benchmarks may not fully capture portfolio dynamics. 
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Chapter 17: Operational Aspects of Investment Management 

Investing Process: Involves client onboarding, KYC, and transaction execution. 

PAN Requirement: Mandatory for financial transactions in India for identification. 

KYC Process: Verifies client identity and address for regulatory compliance. 

Dematerialization: Converts physical securities into electronic form for trading. 

Rematerialization: Converts electronic securities back to physical form if needed. 

Power of Attorney (PoA): Authorizes intermediaries to act on behalf of clients. 

NRI Account Opening: Requires additional documentation like passport and tax residency. 

Special Investor Categories: Include NRIs, FPIs, and minors with specific processes. 

Status Change Process: Updates for changes in residency or investor category. 

Payment Instruments: Include cheques, NEFT, RTGS, and UPI for transactions. 

Documentation for Advice: Includes risk profiling, agreements, and financial plans. 

Mutual Fund Platforms: Stock exchanges like NSE and BSE enable mutual fund investments. 

Client Onboarding: Involves KYC, risk assessment, and agreement signing. 

Transaction Execution: Brokers or platforms facilitate buying/selling of securities. 

Demat Accounts: Mandatory for holding and trading securities in electronic form. 

PoA Risks: Requires trust as it grants significant control to intermediaries. 

NRI Regulations: Governed by FEMA, with limits on repatriation and investments. 

KYC Compliance: SEBI mandates periodic updates to client KYC details. 

Payment Security: Electronic modes reduce fraud and ensure quick transfers. 

Folio Maintenance: Consolidates investment records for easy tracking. 

Investor Categories: Different processes for retail, HNI, and institutional investors. 

Demat Benefits: Enhances liquidity and simplifies securities management. 
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Regulatory Compliance: Adherence to SEBI and RBI rules for operational processes. 

Client Agreements: Define scope, fees, and responsibilities for advisory services. 

Transaction Platforms: Online systems streamline investment processes. 

KYC Verification: Uses Aadhaar, PAN, and other documents for authenticity. 

NRI Repatriation: Funds can be repatriated under FEMA’s LRS limits. 

Payment Modes: Support instant and secure transactions for investments. 

Folio Consolidation: Merges multiple holdings for simplified portfolio management. 

Status Updates: Reflect changes in investor status like NRI to resident. 

Documentation Standards: SEBI mandates clear records for financial advice. 

Mutual Fund Trading: Exchange platforms enable direct and regular plan investments. 

Operational Efficiency: Technology reduces errors and speeds up processes. 

Client Data Security: Protects sensitive information during transactions. 

KYC Updates: Required periodically or on change in client details. 

PoA Scope: Limited or general, defining intermediary’s authority. 

NRI Investment Limits: Up to USD 250,000 under Liberalised Remittance Scheme. 

Demat Charges: Include account maintenance and transaction fees. 

Investor Protection: SEBI ensures transparency in operational processes. 

Transaction Tracking: Platforms provide real-time updates on trades. 

Folio Records: Maintain detailed records of mutual fund investments. 

Payment Disputes: Resolved through bank or intermediary grievance systems. 

Regulatory Filings: Advisers must report transactions and client details. 

Client Communication: Regular updates on investment status and processes. 

Operational Risks: Include errors in transaction execution or documentation. 
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Chapter 18: Key Regulations 

SCRA 1956: Governs securities contracts and stock exchanges for fair trading. 

SEBI Act 1992: Establishes SEBI to regulate securities markets and protect investors. 

Fraudulent Trade Regulations: SEBI’s 2003 rules prevent manipulative and unfair practices. 

Intermediaries Regulations: SEBI’s 2008 rules govern brokers, advisers, and other intermediaries. 

Insider Trading Regulations: SEBI’s 2015 rules prohibit trading on unpublished price-sensitive 

information. 

Investment Advisers Regulations: SEBI’s 2013 rules mandate registration and client-focused advice. 

PMLA 2002: Prevents money laundering, requiring KYC and transaction reporting. 

Other Acts: Include Companies Act and FEMA, impacting advisory practices. 

SEBI Orders: Enforce compliance through penalties, bans, or corrective actions. 

Regulatory Violations: Lead to fines, suspensions, or cancellation of adviser registration. 

SCRA Scope: Defines derivatives and regulates stock exchange operations. 

SEBI Objectives: Protect investors, promote market development, and ensure stability. 

Fraud Prevention: Prohibits market manipulation and misleading disclosures. 

Intermediary Duties: Include due diligence, transparency, and client protection. 

Insider Trading Penalties: Fines or imprisonment for illegal trading activities. 

Adviser Registration: Requires minimum qualifications, capital, and compliance. 

PMLA Compliance: Mandates reporting suspicious transactions to FIU-India. 

Companies Act: Governs corporate actions like dividends and share issues. 

FEMA Regulations: Control cross-border investments and repatriation. 

SEBI Enforcement: Issues orders to address regulatory breaches. 

Adviser Responsibilities: Prioritize client interests and maintain records. 
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Client Segregation: Non-individual advisers separate advisory and distribution services. 

Compliance Officer: Monitors adherence to SEBI regulations. 

KYC Norms: Mandatory for client onboarding and transaction processing. 

Transaction Reporting: Advisers report client transactions to regulators. 

Investor Protection: SEBI ensures fair treatment and grievance redressal. 

Regulatory Audits: Annual audits ensure compliance with SEBI rules. 

Penalty Framework: Includes fines, suspensions, or bans for violations. 

Adviser Conduct: Must avoid conflicts of interest and mis-selling. 

PMLA Reporting: Suspicious transactions reported to Financial Intelligence Unit. 

SEBI Guidelines: Specify deposit requirements and scope for advisers. 

Insider Trading Scope: Covers unpublished price-sensitive information misuse. 

Adviser Fees: Earned from clients, not product providers, to avoid bias. 

Regulatory Updates: Advisers must stay updated on SEBI circulars. 

Client Agreements: Define scope and terms of advisory services. 

Compliance Records: Maintain records of advice, transactions, and audits. 

Fraudulent Practices: Include front-running and market manipulation. 

Intermediary Registration: Mandatory for brokers, depositories, and advisers. 

PMLA Obligations: Include client due diligence and transaction monitoring. 

SEBI Circulars: Provide detailed guidelines for compliance. 

Violation Consequences: Impact adviser reputation and business continuity. 

Regulatory Oversight: Ensures market integrity and investor confidence. 

Adviser Accountability: Liable for non-compliance with regulatory standards. 

Client-Centric Advice: Mandated to prioritize client interests under SEBI rules. 
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Enforcement Actions: SEBI can suspend or cancel registrations for violations. 
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Chapter 19: Ethical Issues 

Ethical Conduct: Involves acting with integrity, honesty, and fairness in advisory services. 

Ethics Importance: Builds trust, ensures client-centric advice, and enhances reputation. 

Ethical Issues for Advisers: Include conflicts of interest and mis-selling products. 

Ethical Dilemma: Situations where all options may involve some ethical violation. 

Fiduciary Responsibility: Advisers must prioritize client interests above their own. 

SEBI Do’s and Don’ts: Guide advisers to act transparently and avoid misleading clients. 

Audit Observations: Address annual audit findings to ensure compliance. 

Global Best Practices: Include US and Australian standards for ethical conduct. 

Client Interest: Advisers must place client needs at the forefront of advice. 

Conflict of Interest: Avoid earning commissions that bias product recommendations. 

Transparency: Disclose fees, risks, and product suitability to clients. 

Ethical Standards: Go beyond legal requirements, incorporating moral values. 

Client Trust: Built through honest and fair advisory practices. 

Mis-Selling Prevention: Avoid recommending unsuitable products for higher commissions. 

Fiduciary Duty: Legally binds advisers to act in clients’ best interests. 

SEBI Guidelines: Mandate ethical conduct and client-centric practices. 

Audit Compliance: Address observations to maintain ethical standards. 

US Guidelines: Require codes of ethics and pre-approval for certain transactions. 

Australian Standards: Emphasize competence, honesty, and best interest principles. 

Ethical Decision-Making: Involves weighing options to minimize ethical violations. 

Client Disclosure: Provide full information on risks and costs of investments. 

Professional Integrity: Upholding ethical standards enhances adviser credibility. 
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Conflict Management: Disclose and mitigate conflicts to ensure fairness. 

Client Education: Inform clients about investment risks and suitability. 

Ethical Training: Advisers should undergo training to handle dilemmas. 

Regulatory Compliance: Ethical conduct aligns with SEBI regulations. 

Client-Centric Approach: Prioritizes client goals over adviser profits. 

Transparency in Fees: Disclose all fees to avoid hidden charges. 

Best Interest Standard: Australian model mandates acting in client’s best interests. 

Code of Ethics: US advisers maintain codes to ensure compliance. 

Violation Consequences: Ethical breaches lead to regulatory penalties and reputational damage. 

Client Communication: Transparent updates build trust and ethical alignment. 

Audit Corrections: Promptly address audit findings to uphold standards. 

Global Practices: Adopt international benchmarks for ethical advisory. 

Ethical Restraint: Avoid actions that prioritize profit over client welfare. 

Fiduciary Breach: Failing to act in client interest violates ethical norms. 

SEBI Investor Guidelines: Protect investors through clear advisory rules. 

Ethical Culture: Firms foster ethics through training and policies. 

Client Suitability: Recommend products aligned with client risk and goals. 

Regulatory Penalties: Ethical violations lead to fines or bans. 

Trust Building: Ethical conduct ensures long-term client relationships. 

Conflict Disclosure: Mandatory under SEBI to maintain transparency. 

Ethical Decision Frameworks: Guide advisers through complex situations. 

Client Welfare: Ethical advice prioritizes financial well-being. 

Reputation Management: Ethical breaches harm adviser and firm credibility. 

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Chapter 20: Grievance Redress Mechanism 

Consumer Protection Act: Protects consumers by addressing disputes over goods and services. 

Investor Grievance System: Allows investors to resolve issues with financial product providers. 

Robust Redress System: Ensures timely resolution of complaints with clear processes. 

Grievance Sources: Must relate to SEBI-regulated products or intermediaries. 

Complaint Timing: Must be filed within regulatory time limits to be actionable. 

Complaint Nature: Relevant complaints focus on service deficiencies or misinformation. 

Internal Resolution: Complaints first addressed by the intermediary’s internal system. 

Escalation Process: Unresolved complaints can be escalated to regulators or ombudsmen. 

Action Taken Report (ATR): Tracks progress and resolution of complaints. 

Resolution Timeline: Complaints must be resolved within stipulated periods. 

Investment Adviser Redress: Must display compliance officer details for grievance filing. 

SCORES Platform: SEBI’s online system for registering investor complaints. 

SCORES Limitations: Does not handle incomplete, vague, or non-regulated complaints. 

Capital Market Redress: Involves escalating unresolved issues via SCORES or ODR portals. 

Online Dispute Resolution (ODR): Facilitates quick resolution of market disputes. 

Banking Grievance System: Handled by bank redress departments and RBI ombudsmen. 

BCSBI Role: Sets fair practice codes for banks to ensure customer satisfaction. 

Integrated Ombudsman: RBI-appointed ombudsman resolves banking and NBFC complaints. 

Banking Escalation: Three-tier system includes branch, zonal, and customer service heads. 

Insurance Grievance System: Starts with insurer’s redress mechanism, escalating to IRDAI. 

Insurance Ombudsman: Mediates or awards resolutions for insurance disputes. 

IGMS Platform: IRDAI’s online system for tracking and resolving insurance complaints. 
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Pension Redress: SEBI for mutual fund pensions, IRDAI for insurance pensions. 

NPS Grievance: Handled by NSDL’s CRA or escalated to NPS Trust. 

Securities Appellate Tribunal (SAT): Hears appeals against SEBI or other regulatory orders. 

SAT Powers: Include summoning witnesses, reviewing decisions, and issuing orders. 

Appeal to SAT: Filed within 45 days of SEBI or regulatory order receipt. 

Supreme Court Appeals: Against SAT decisions, filed within 60 days. 

NCLT Role: Handles complaints against NBFCs for non-repayment of deposits. 

Ministry of Company Affairs: Addresses complaints against unlisted company bonds. 

Grievance Definition: Expresses dissatisfaction with service or product deficiencies. 

SCORES Process: Forwards complaints to entities for resolution with ATR. 

Banking Ombudsman Scope: Covers issues like fees, card disputes, and loan refusals. 

Insurance Complaint Grounds: Include claim repudiation, premium disputes, and delays. 

NPS Resolution: CRA handles complaints, escalating to NPS Trust if unresolved. 

SAT Procedures: Guided by natural justice, not bound by civil procedure codes. 

Consumer Forum: Addresses deposit-related complaints against companies. 

Grievance Tracking: Online systems like SCORES and IGMS allow status monitoring. 

Time Limits: Law of limitation sets deadlines for filing complaints. 

Mediation Role: Ombudsmen attempt settlements before passing awards. 

Regulatory Oversight: Ensures fair and timely grievance resolution. 

Client Satisfaction: Robust systems enhance investor confidence in markets. 

Escalation Clarity: Defined paths ensure complaints reach appropriate authorities. 

Complaint Specificity: Vague or unsupported complaints are not addressed. 

Judicial Options: Investors can approach courts if regulatory redress fails. 
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Redress Efficiency: Aims for quick, cost-effective dispute resolution. 
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Important Formulae 

Present Value (Single Cash Flow): PV = FV / (1 + r)^n 

Present Value (Annuity): PV = C * [(1 - (1 + r)^-n) / r] 

Future Value (Single Cash Flow): FV = PV * (1 + r)^n 

Future Value (Annuity): FV = C * [((1 + r)^n - 1) / r] 

Perpetuity Value: PV = C / r 

EMI Calculation: EMI = P * r * (1 + r)^n / [(1 + r)^n - 1] 

Interest Payment (IPMT): IPMT = Loan Balance * Periodic Interest Rate 

Principal Payment (PPMT): PPMT = EMI - IPMT 

Sharpe Ratio: (Portfolio Return - Risk-Free Rate) / Standard Deviation 

Portfolio Expected Return: E(Rp) = Σ(wi * Ri)  
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IMPORTANT NOTE : 

 

1. Attend ALL Questions. 

2. For the questions you don’t know the right answer – Try to eliminate the wrong answers and take a guess 

on the remaining answers. 

3. DO NOT MEMORISE the questions & answers. It’s not the right to way to prepare for any 

    NISM exam. Good understanding of Concepts is essential. 
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