
UNIT-II 
PRIMARY MARKET / NEW ISSUE MARKET 



PRIMARY OR NEW ISSUE MARKET ( NIM) 

◂ Meaning – Relationship between NIM and Stock

Exchange – Functions – Instruments of New Issue –

Players in New Issue Market – Investing in IPO’s

(Initial Public Offer) Pros and cons of Investing in

IPO’s.
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PRIMARY MARKET/ NEW ISSUE MARKET 

◂ It is also known as the New Issue Market which is a part of

the capital market that deals with the issue of new securities

to investors directly by the issuers. Here, the investors buy

securities that were never traded before.
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◂ The securities are issued for the first time by the companies in

order to raise capital, also known as Initial Public Offering.

Companies, government or public sector institutions can obtain

funds through the sale of a new stock or bond issues through the

primary market. The primary market creates new securities and

offers them for sale to the public.

◂ The issue can be in the form of a public issue, private placement,

preferential issue, rights, and bonus issue.
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 A public issue does not limit anyone (individual,

organization, or corporate) in investing, while in private

placement, the issuance is done to select a number of

people.

 Allotment done to more than 200 people, becomes

public allotment

 Allotment done to less than 200 people, becomes

private allotment
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Since the securities are directly issued by the companies 

to its investors, the company receives the money and 

issues certificate of security to the investor.

The securities issued to the investors in the primary 

market in:

Face value

Premium value

Par value
When the issue of securities closes, then the securities 

are traded on the secondary market such as stock 

exchange, bonds market, derivative exchange.
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Types of issues in Primary Market

Public Issue:

When a company raises funds by selling its securities through an

issue of the offer document. It is further classified into:

◂ IPO: IPO is an abbreviation of Initial Public Offer; it is when a

company makes a fresh issue of securities to the general public for

the first time.

◂ FPO: FPO is an abbreviation of Follow on Public offer, it is when

a public limited company that is already listed on exchanges issue

additional shares to the general public. 8



Rights Issue:

When a listed company makes an issue of

fresh securities only to its existing

shareholders it is known as the right

issue.
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Preferential issue:

When a listed company issues

securities to a selected group of individuals

in order to raise additional funds, it is

known as a preferential issue.
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Want big impact?
Use big image.
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ADVANTAGES OF PRIMARY MARKET
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DISADVANTAGES OF PRIMARY MARKET
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