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Editorial

Dear Valuable Researchers

On behalf of the management and the editorial team at Rizvi Instit
Management Studies & Research, we wish you a prosperous New Year 2

We have achieved yet a n o siomseIn Resgart
2 0 1-3h& annual research conference a successful platform to showa
different facets of research across management domains. We had the pn
having amongst us Mr. Rajiv Bagayatkar, DirecRyoduct Specialist, Th

Nielsen Company as the Key Note Speaker.

Dimensions in Research 2015 witnessed a diverse mix of research paj
Research ScholascademiciansManagement Consultants and Professi¢
from the corporate world. We profusely thank each one of our researblose!
papers, havenriched the domain of managem@iitresearch papers have b¢

compiledinourBAn nu al Research Journal

We also extend our gratitude to our panelists, whose unconditional sup
provided our particip# with a richer and deeper research experience
conference was concluded with the Valedictory Furatteored byDr. Sreejith
Narayanan, AVB IL&FS as the Chief Guest

We continue to seek your support to give research a new meaning

dimensionSo keep writing to us.
Wish you a successful New Year

Dr. Kalim Khan
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Rol | 06 s BitbAdkeSpread limplicit Evidence from BSE

Bhaskar Sinha

Abstract

This paper empirically studies the bid ask spread model as proposed bydRiz Hisroh Baimisagg the
Stock Exchange (henceforth ,BSE). The objective is to understand and determine whether the imy
events like, the abolition of Badla, introduction of Electronic Trading and Futures Trading in E
sufficiently capturedibg Rol | 6 s model or not . The order p
the three period event study, namely:

1 Pre and post impact when the badla was banned.

1 Introduction of Electronic trading and@BSE,

1 Commencement of futuresrirB&iiag
Although the empirical findings presented here are those of the stocks which comprises the Sens
good picture of the market response as a whole as the volume of trading in the BSE is highly ske
the Sensex scrips . Thesul ts indicate that Roll 6s model
covariance of price change which is positive, which is contrary to the proposed model. The variatiol
spread is also significant on a nootithbtsis. Further research is needed to propose a theoretical frar
for Indian stock market.

Key Words.Bid Ask Spread Model, Order Processing Cost Model, Inventory Cost Model, Adverse

Model, Purchase & Selling of Securities

1.0 Introduction

The bid ask spread can be defined as the difference in the price that which the dealer agrees to
sel | the script i .e. the O6askad, and the pric
Three theories which purport to explhi@ concept of spread are listed as follows:

1 Order processing cost model
1 Inventory cost model, and

1 Adverse selection model
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Stoll (1984) developed a unified approach to study the relative importance of these three
approaches and tried to show that thereifiees in the three models are due to their predictions
regarding the probability of a price reversal, and also the magnitude of the reversal. Stoll
differentiated between the quoted spread and the realized spread. The realized spread is the
difference beteen the price at which the dealer sells the security and at price benpéyato

an earlier instanfof mathematical elaboration, see APPEND)X

The simplest of the models is the fixed cost or the order processing model. The most popular
model inthis category was developed by Roll(1984) and later extended by Choi, Salandro and
Shastri (198&enceforth; CSS) .The premise is that the dealer is compensated for the cost
incurred by them in the process of making a purchase or selling a sedustyraimework,
transactions at the bid are offset by the transaction made at the ask, and the difference is used by
the dealer to neutralize his expenses. The literature on the estimation of the spread is diverse.
Roll estimated realized spread in thergnaeessing framework using the daily and weekly data

and tried to relate them to the size of the firm since the firm size is positively related to the
volume and volume is negatively related to $pf@88 made use of transaction data for stock
optionsto estimate the spread and the conditional probability of a price continuation. Stoll
(1984) estimated the relative components of the spread using bid ask quotes and the transaction
prices. Hasbrouck and Ho(1987) did not estimate the spread, ratheedhegngaction data

and intradday quotes to justify that the stock returns (observed) can be described by ARIMA
(2,2) process. Their proposed model also incorporates a delay adjustment technique for the
observed script prices. Amihud and Mendelson (18183)studied the impact of the trading
mechanism on the returns generated developed the partial adjustment model (PAM).
Par meswaran (1991) analyzed the Roll &s model
(1987) using intiday price and bid ask price.

This paper tries to study the order processing model taking data from the BSE under the
assumption that the price observed adjusts instantly to fully reflect any new information ( as put
forth in Rollds paper) : H e e beingtign@ddinvéntoy r ¢ 0 my
and the adverse selection costs; the fixed cost component constitutes the bulk of the spread.
[CSS].

Data is obtained from the CMIE Prowess database for thirty companies of BSE. These
companies were part of the SENSEX duringbidia period (1994). The choice of data is

determined by the events under consideration. To understand the impact of the ban on Badla,

1For details see Demsetz,H(1968) and Copeland and Galai(1988)

2
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the data taken into consideration is the 59948 data. Similarly, to determine a change in the
spread due to electrortrading, we consider 199995 data and when futures trading was the

event under consideration, the data-2000 is used. [refer APPENDB Table 1]. The time

period for determining any applicability of Roll is from April 1, 2000 to March 31,H003. T
data is the inter day data as the intraday
difference of the closing price was taken into consideration and the data was found to be weakly

stationary.
1.1  The order processing cost model

The ordemprocessing model was developed under the following assumptions:

1 Prices at any instant of time fully reflect all available information (absence of market
imperfections) and the intrinsic value of the asset is evident.

The underlying price of the assetdependent of the order flow.
There is an equal probability of buy or sell orders with no serial dependence.
1 The true value of the security is enveloped by theskidpread and it is assumed that

the spread is symmetric and constant during the time plesiody.

The mathematical model can be stated as:

oo — (1)
0o 0o p * -0 (2)
Wher e, P(t) is the price observed at ti me 0

indicator of the transaction type (for Ask,Q(t) = 1 andtherBid Q(t) =-1). The value

innovationse(t) are assumed to be serially uncorrelated with mean zero and varighee
drift in the true prices, |, is assumed to be constant over time, as is the Bpeeealvariance
of the observed price changegatsminus the square of half thedsik spread, i.e.

e 5 S N \ l
wé DO OO 0 p -

And the estimates of the covariance can be transformed to get theé spreads.

1.2 The CSS addition

CSS made the model a more generalized by relaxing the third assumpitboredradove). In

their proposed model the unconditional probability of an ask or bid is same at any instant of

2Harris L.(1989a)
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time, yet after a bid (ask) the probability of a consecutive bid(ask) is greater than half.i.e.to say,
that the transaction categories arellyec@related .The difference between the two models is

that in the CSS model, the interval at which the successive transactions are measured is of
i mportance which was | r rAPREBDD&B).tHowever, itcanebe Ro | | @
shown that if tb stocks are traded at fixed interval and for a larger duration of interval. Longer
the duration better is the fit of the Roll 06s

2.0 A survey of Empirical analysis

Roll (1984) uses daily and weekly (5 days) data for all actively traded siheck®eptre for

Research and Security Prices (CRSP) database for the y8ar TBé8serial covariance is
calculated for each year and the estimates are used to determine the realized spread. To verify the
estimated values, Roll regressed the realizzd spith the firm size. (The hypothesis was, as
stated, that the firm size is positively correlated with the volume which is negatively correlated
with the size of the spread). Roll finds some disconcerting features. Firstly, the serial covariance
computedorm daily returns are often positive and in many of the cases, the weekly returns also
show similar features. Secondly, the average of all the computed spread for the daily returns is
different than the estimated mean (smaller) of the weekly returns.

The CSS made use of transaction data and intraday quotes for options traded on the Chicago
Board Options Exchange (CBOE) for the period of August dQugust 1978. The serial
covariances obtained by them were negative for all the data they analyzeds3ibe mghe
estimated spreads on the average quoted spread was significant.

NASDAQ data for three periods (1 month each) was used by Stoll (1984) to compute the serial
covariances of prices and bid ask spread. Stoll measured the relative compoaespread.th
His result indicated that the order process component is about 47% of the quoted spread.

Parmeswaran (1991) tests the Roll and Hasbrouck and Ho models using the Generalised
Methods of Moments (GMM) estimation procedure, with-diatyadata and dviask quotations

obtained from the Institute for the study of securities Market (ISSM), for the year 1988. The
sample size is the thirty companies of the Dow Jones Industrial Average. Using data at an half
yearly interval he finds that the Rolls modedjexted for 26.67% of the total 360 sample
months, whereas the Hasbrouck and Ho model is rejected for 12.5 % of the sample months.
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2.1  Banning of Badla

The carry forward, popularly known as the Badla system, is the indigenous form of enabling
short selhg in the Indian stock market. The badla market was not transparent and the system
hindered efficient price discovery process. The Badla system was prevalent mostly on the BSE
and Delhi stock exchanges. In this paper, analysis is restricted to BSEe aayry Torward

system was applicable only in approximately 90 stocks. Of these 90 stocks, 30 were traded
heavily as they were part of the Sensex. The paper therefore uses the 30 stocks for further

analysis.

The SEBI banned badla in DEC, 1994. To stuelefiects of banning badla, the data from the
following sub period was taken into consideration:

91 April 1994to December 1994 : Badla active
1 January 1996 March 1996 : Badla banned

The post badlacenario is interesting as there was no carry forward facility till July 1995, when
the modified carry forward system was introduced. This is the reason why a time period up to
march, 1996 was taken into consideration as the effects of a regulatedveadrgyfistem can

be captured.
2.2  Derivatives trading

Trading in stock index futures had commenced in June 2000.In June 2001, trading in index
options commenced. In 4 July 2001, all major stocks moved to rolling settlement and options
trading commenced dhe most liquid stocks. These were dynamic changes from the viewpoint
of investors and securities firms alike market liquidity first fell sharply when the new regime first
came about. But within weeks, liquidity improved sh@ypiypons on individuals®tks started

trading for 31 companies.

The data from the following sub period was taken into consideration:

91 April 2000 to March 2001 : pre derivative trading

1 January 2002 to March 2003 : commencement of derivative trading

2.3  Electronic Trading

BSE stadd to switch stocks from the open outcry system to the electronic screen based system
in March 1995. By June, 1995 it had completed the switch over of all the stocks. The paper uses
the data of this transition period and uses to determine the spredadlugngRo |l | 6 s mod el

5
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Electronic trading helps in reducing the search cost associated with finding a counter party.
From the time a trade is agreed upon and till it is settled, there are few risks of malfunction.
When two economic agetandB agree upon aansaction, each could be exposed to the risk
that the other will default. The extent to which a securities market is vulnerable to this
ocounterparty credit risko6 is important for

1 When economic agents are exposed to the risk thatticarsanight fall apart because
the counterparty defaults, the cost of transaction raises. One remedy that commonly
comes about is for economic agents to restrict their transaction within small groups. This
is undesirable as it impedes market liquiditglaodbroadbased market access.

1 If the failure ofA affects the failure &, it offers a mechanism through which the failure
of one economic agent imposes an externality upon counterparties. These externalities
are a mechani sm f possible odave afglireby éome impodanti t |
entities leading to a systemic ciigce, a key goal for designers of securities settlement syste
to ensure that when individual economic agents fail, there are no externalities impc

counterpa#&

The data from the following sub period was taken into consideration:

1 April 1994 to July 1994 : pre electronic trading
1 August 94 to March 1995 : electronic trading in operation

The duration of the periods are taken for respective events dependirtheufimme taken
(logically) for the particular event. For example, Badla implementatiowkhdlekdae to policy
decisions and hencdime period of 23 months was taken for the analysis so that the Modified
carry forward system, incorporated in JAB5 is also taken into consideration.

Similarly, BSE started to switch stocks from the open outcry system to the electronic screen
based system in March 1995 .but by June, 1995 it had already completed the switch over of all
the stocks. Hence time duratimnl2 months would be able to capture the desired effect and

taking a larger duration can dilute the event response.

The time period considered for the derivative event is 26 months for similar reasons.Only the
data which were found significant are tak®nconsideration. Some data of the companies were

not available (e.g. SCICI for merger and other reasons) and hence been omitted from the study.

3 Policy Issues in the Indian Securities Market by Ajay Shah and SusanWohkintasPaper No.
106StanfordUniversifyjuly, @01
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The data prior to 95/96 were not present in Prowess and hence requested fronflhGilaR

Gandhi Instituteof Development Research) and worked upon.

3.0 Results and Findings

Companies | No. of months rejected| Max Realized Spread Min Realized Spread, Aver.
ABB 21 5.43 1.34 3.385
TVS SUZ 20 4.69 11 2.895
CASTRO 16 212 0.54 1.33
COCREF 20 1.34 0.89 1.115
COLPAL 19 6.99 2.01 45
DRREDD 17 78.9 23.25 51.075
ESSSTE 18 9.87 2.08 5.975
GESHIP 19 152 0.08 0.8
GUJAMB 18 10.02 3.23 6.625
HDFC 17 11.56 4.87 8.215
HINDAL 17 22.34 2.86 12.6
HINLEV 14 25.65 7.08 16.365
ICICI 18 2.9 0.99 1.945
INDGUL 19 12.34 2.01 7.175
INDHOT 17 18.65 5.34 11.995
INDRAY 21 3.21 0.99 2.1
IPCL 19 4.65 0.88 2.765
ITC 19 16.45 2.03 9.24
LARTOU 16 10.02 1.56 5.79
MAHMAH 18 7.23 4.12 5.675
MRPL 17 11.23 3.21 7.22
NESTLE 18 7.56 2.12 4.84
PONDS 15 2.34 1.02 1.68
RANLAB 15 13.42 2.34 7.88
RELCAP 18 4.69 1.23 2.96
RELIAN 19 7.65 1.01 4.33
SCICI N/A N/A N/A N/A
TATACHE 21 2.58 112 1.85
TATPOW 16 7.65 1.2 4.425
SUM TOTAL 502

From the table above, we can infer that the model is rejected for 502 out of the 1008 sample

Table1: Applicability of Roll Model from April 1, 2000 to March 32003

months as the covariances are positive. The rejection rate is 49.8%. The average spread for the

other months varies from Rs. 0.8 for GE Shipping t&8 R85

shows the result for all the companies.

for DR.

TRobedd y 6 s

“Much thanks to Saikat Deb (IIMT) and A. Mukherjee (IGIDR) for their guidance regarding the data.

7
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From

t he

Not only had we obtained a large number of positive covariances but also the reaidzed spr

resul ts

obt ai

ned

shows significant variations from month to month.

we

can

concl

ude

t

The model is further extended to check for any change in the spread (realized) of the given

companies for the events, namely, banning of badla, introduction of electronic trading and
futures trading iIBSE. The results are tabulated as shown.

Num. of

Companies | months Max realized | Max realized | Min realized| Min realized

rejected spread (1994) spread(95/96) | spread(94) | spread(95/96)
ABB 10 6.78 4.43 1.57 1.23
TVS SUZ 11 5.23 3.69 1.33 0.99
CASTRO 11 3.12 1.12 0.77 0.43
COCREF 8 1.5 0.34 1.12 0.78
COLPAL 9 12 5.99 2.24 1.9
DRREDD 12 N/A 77.9 23.48 23.14
ESSSTE 0 11.02 8.87 2.31 1.97
GESHIP 9 2.31 0.52 0.31 0.03
GUJAMB 12 17.89 9.02 3.46 3.12
HDFC 11 14.32 10.56 5.1 4.76
HINDAL 10 31.45 21.34 3.09 2.75
HINLEV 9 30.87 24.65 7.31 6.97
ICICI 10 3.78 1.9 1.22 0.88
INDGUL 8 17.92 11.34 2.24 1.9
INDHOT 11 21.32 17.65 5.57 5.23
INDRAY 8 5.61 2.21 1.22 0.88
IPCL 11 5.71 3.65 1.11 0.77
ITC 12 21.23 15.45 2.26 1.92
LARTOU 10 16.55 9.02 1.79 1.45
MAHMAH 7 10.26 6.23 4.35 4.01
MRPL 12 18.99 10.23 3.44 3.1
NESTLE 12 9.21 6.56 2.35 2.01
PONDS 9 3.21 1.34 1.25 0.91
RANLAB 8 14.22 12.42 2.57 2.23
RELCAP 9 5.43 3.69 1.46 1.12
RELIAN 12 13.33 6.65 1.24 0.9
SCICI N/A N/A N/A N/A N/A
TATACHE 11 9.65 1.58 1.35 1.01
TATPOW 7 13.32 6.65 1.43 1.09
TOTAL 20

Table2: Applicability of Roll Model pre Badla April 1, 1994 and post Badla upto March 31, 1996.

Although there has been decrease in the maximum realized spreadilifioost all the

companies, but there is large variation in the spread persistent in the companies.

f
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Also we can infer that the model is rejected for 269 out of the 644 sample months as the
covariances are positive the percentage rejection is 4LA7%s doesnodt augur
Rol I 8 s mo deecan defetmind theuvgldtility and liquidity influence of the event from
the face value of the datacanbe saidthat there can be a reduction in the volatility ,albeit
marginally, after Badla waanned. But this has to be verified by using statistical tools like
GARCHor the Schwart z 6 % artive at any toacfusiomeds far agitiee lordey y

processing modéilfails to explain the variability in the realized spread.

num. of . . . . . .
Companies months max realized | max realized min realized min realized

rejected spread (2000), spread(01/02) | spread(2000) | spread(01/02)
ABB 11 5.33 5.13 1.24 1.23
TVS SUzZ 10 4,59 4.39 1 0.99
CASTRO 11 2.02 1.82 0.44 0.43
COCREF 12 1.24 1.04 0.79 0.78
COLPAL 10 6.89 6.69 1.91 1.9
DRREDD 9 78.8 78.6 23.15 23.14
ESSSTE 12 9.77 9.57 1.98 1.97
GESHIP 11 1.42 1.22 -0.02 -0.03
GUJAMB 13 9.92 9.72 3.13 3.12
HDFC 14 11.46 11.26 4.77 4,76
HINDAL 10 22.24 22.04 2.76 2.75
HINLEV 11 25.55 25.35 6.98 6.97
ICICI 8 2.8 2.6 0.89 0.88
INDGUL 12 12.24 12.04 1.91 1.9
INDHOT 11 18.55 18.35 5.24 5.23
INDRAY 13 3.11 291 0.89 0.88
IPCL 14 455 4.35 0.78 0.77
ITC 13 16.35 16.15 1.93 1.92
LARTOU 13 9.92 9.72 1.46 1.45
MAHMAH 12 7.13 6.93 4.02 4.01
MRPL 10 11.13 10.93 3.11 3.1
NESTLE 13 7.46 7.26 2.02 2.01
PONDS 12 2.24 2.04 0.92 0.91
RANLAB 11 13.32 13.12 2.24 2.23
RELCAP 12 459 4.39 1.13 1.12
RELIAN 12 7.55 7.35 0.91 0.9
SCICI N/A N/A N/A N/A N/A
TATACHE 12 2.48 2.28 1.02 1.01
TATPOW 10 7.55 7.35 1.1 1.09
TOTAL 322

Table3: Applicability of Roll Model before introducing future trading April 1, 2000 and after future trading is introduced
(March 31, 2002)
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The result obtained is not much different from the previous event. We caratrtfeg thodel

is rejected for 32@ut of the 728 sample months as the covariances are positive the percentage

rejection i44.2%. There has been a decrement in the Maximum realized spread across the

sample but the variability factor prevents from avoaiognclusive response. As far as the

paper is concerned, the Roll d&ds model f ai

num. of . . . . ] )

max realized max realized min realized| min realized

COMPANIES rrgjoergtr:esd spread(94) | spread(95)| spread(94)| spread(95)
ABB 5 5.43 5.23 1.34 1.19
TVS SUZ 4 4.69 4.49 1.1 0.95
CASTRO 4 2.12 1.92 0.54 0.39
COCREF 3 1.34 1.14 0.89 0.74
COLPAL 6 6.99 6.79 2.01 1.86
DRREDD 5 78.9 78.7 23.25 23.1
ESSSTE 7 9.87 9.67 2.08 1.93
GESHIP 3 1.52 1.32 0.08 -0.07
GUJAMB 5 10.02 9.82 3.23 3.08
HDFC 6 11.56 11.36 4.87 4.72
HINDAL 5 22.34 22.14 2.86 2.71
HINLEV 6 25.65 25.45 7.08 6.93
ICICI 5 2.9 2.7 0.99 0.84
INDGUL 4 12.34 12.14 2.01 1.86
INDHOT 4 18.65 18.45 5.34 5.19
INDRAY 6 3.21 3.01 0.99 0.84
IPCL 5 4.65 4.45 0.88 0.73
ITC 5 16.45 16.25 2.03 1.88
LARTOU 3 10.02 9.82 1.56 1.41
MAHMAH 4 7.23 7.03 4.12 3.97
MRPL 6 11.23 11.03 3.21 3.06
NESTLE 6 7.56 7.36 2.12 1.97
PONDS 4 2.34 2.14 1.02 0.87
RANLAB 5 13.42 13.22 2.34 2.19
RELCAP 6 4.69 4.49 1.23 1.08
RELIAN 5 7.65 7.45 1.01 0.86
SCICI N/A N/A N/A N/A N/A
TATACHE 5 2.58 2.38 1.12 0.97
TATPOW 7 7.65 7.45 1.2 1.05
TOTAL 139

Table4: Applicability of Roll Model before introducing electronic trading April 1, 1994 and after electronic tradéng
introduced (March 31, 1995).

| s

t

We can infer that the model is rejected for 139 out of the 336 sample months as the covariances

are positive the percentage rejection is 41.39 %. There has been a decrement in the Maximum

realized spread across the samgl¢hluvariability factor prevents from avoiding a conclusive

response.

10
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4.0 Further Research

Harris (1989b) demonstrated that for studies which use daily or weekly price observations to
determine the spread, the small sample used confers that theweeislce estimates from

which the spreads are computed are negatively biased with large standard errors. He (Harris)
concluded that for empirical studies of this nature, it is imperative that the transaction data to be
used because of it can be sub divid® sub samples without invoking the assumptions over a
longer duration of time. There are other major problems when we consider the daily data to
estimate serial covariances. Amihud and Mendelson (1987) and also Smith (1989) find that the
covariance ofdaily covariance is dependent on the time of the day when the returns are
measured. According to them the returns measured at the early hours of the day are often
negatively correlated as compared to the data measured at the end of the day arévefyen posit
correlated. Harris and others have found out that closing prices tend to be at the ask quotation
more frequently than at the bid level.

Hence we can concl ude t h adaydath andégiogloted than usmgl e |
the inter day ddtacan be interesting to conduct similar studies in Indian stock market.
Extensions of the study could be done by testing the partial adjustment/overreaction model, and

the testing of models which determines all the components ofetheé simultaneously.
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Appendix A
Time Line Associated Event
27 Jun1969 Prohibition of forward or futures trading notification under SC(R
Jan1983 Regulatory permission givenbadlaading
30h Jun1994 Electronic trading (debt) started at NSE
3d Nov 1994 Electronic based equity trading started at NSE
13hDec 1994 Ban onbadla
14h Mar1995 electronic trading commences at BSE
5th Oct 1995 Ban onbadlaevised
12" Jun2000 Start of Equity index futures trading
4thJul2001 Start of Equity index options trading
2nd Jul2001 Start of Stock options market
Source Aut hordos Compil ati on
Appendix 6B

Serial covariance of price changes with Serially Correlated Transaction Types

When we derive an expression for the spread, avjtlee®,conditional probability of a bid(ask)
following a bid(ask), is not equal to half. In such cases the covariances depends upon the length
of the measured interval. More specifically
have occurred betere t1 and t. for the purpose of this paper , we will assume that the
transaction occurs at fixed intervals of time .i.e., N is fixed go any given interval of time.

When N=1, the joint probability distribution can be expressed as :

DP(1)
(-)s 0 S
s o 1p 1 p
C C
DP(t-1)
1
TP 1 — 1T p 1
0
c ¢ S
S p 1 191 .
C C
wé YO OO 0 p i p
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From the above distribution, two main features of the covariance are obvious:

1 The entries which influences the covariances-ajea(sl §, s).

1 The model is symmetric in nature and hence the two probabilities are equal. Hence, if we
focus on the probability of the sequenceabidbid, we can derive the covariance.

In general, ariance is expressed as :

wé YO OWD 0 p i wORQ pj P 1

For any given value 6f0Y0 0 Y0 6 p , we compare the values of the spread using the

Roll s formula and the exact formul a.
d=.60 d=.75 d=.90

N Roll Exact Roll Exact Roll Exact

1 2 ® 25 @ 2 ® 4 @ 2 ® 10 @

2 2 ® 2.083 2 ® 2.667 2 ® 5.556 (0

3 2 O 2016 @ 2 ® 2286 O 2 O 4.008

4 2 O 2.003 @ 2 ® 2133 @ 2 O 3388 O

5 2 2.001 @ 2 2.065 G 2 2.445

10 2 O 2 O 2 2.002 @ 2 2241 ®©
We can infer that the exact formula converge
the value oii s hi gh, l'i ke 0.75), if the stock is t|

accurate if we use, say 5 minutes price changes.
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APPENDIX aC

1—-m) A

(
A as
A
-(1-0)5 T
>
—as (:r)/ (1-0)s B

B (1-m)
—as
B

Time Line

Exhibit 2:Sequences of transaction prices starting at the bid price (B).A iptleeZsk i s t he

probabilityof price reversals:Q1) i s t he amount of a price rever
Hence(from the Exhibit 2) theovariace is given by:

Oé Kk Q& MO YO YT p ¢t “ p d

i Assistant Professor, Rizvi Institute of Management Studies & Research. bhaskarsimha@rsini.r
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Analyzing the Changing Status of Women in Indian Society

Dr. Arvind A. Dhondii

Abstract
Pandid awahar | al Nehru had sai d, 0To awaken t he
the move, the family moves, the village mov

subject to many great changes over tilerpaat Teve present study is an attempt to focus on women

modern India who are exposed to various social problems and issues.

Key Words\Women, Status, Constitutional Rights, Discrimination

1.0 Introduction

In ancient times, Indian women useény equal status with men. Many reformers and social
workers protected the rights of women either because of the role of women in the society or
their special character as described in Upanishads. But during the Medieval period, the rights of
women haveleclined in spite of arguments and support from many reformers. As women are
oppressed in all spheres of life, both in urban as well as in the rural areas, their status needs to be

improved in all walks of life.

2.0 Objectivesof the Study

1 To understand #hchanging nature of the status of women in India.
To determine the status of women in the society.

To draw conclusions from the awareness regarding the status of women in the society.

3.0 Research Methodology

The primary data is collected through suraegrtaken during January 2016 in order to study

the Status of Women in Society. 40 women respondents were surveyed using Random Sampling
method in order to gather the primary data by seeking opinions on 29 questions using structured
guestionnaire methodh@& respondents were mostly married women residing in Central line in
Mumbai mainly in the areas of Mumbai CST, Parel, Ghatkopar, Vikhroli and Mulund.
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4.0 Demographic Profile of the Respondents

41  Age Group

Age Group |18020|21830| 31-40| 41-50| 51-60| Total

Frequency 1 16 10 8 5 40

Percentage 2.50 | 40.00 | 25.00| 20.00| 12.50| 100.00

Table5: Age (Source: Field Survey)

Analysis:85 percent of the respondents are in the age group of 21 to 50 years.

4.2 Educational Level

Respondents Level of Education Frequency | Percentage g:mgﬁg\;
Primary School {to 4 Standard/Class) 3 7.50 7.50
Middle School {5to 8h Standard/Class) 6 15.00 22.50
Secondary Schoofh(& 10h Standard/Class) 7 17.50 40.00
HigherSecondary (11 12h Standard/Class) 6 15.00 55.00
Undergraduate 10 25.00 80.00
Graduate 1 2.50 82.50
Postgraduate 7 17.50 100.00
Total 40 100.00 N.A.

Table6: Educational Level (Source: Field Survey)

Analysis: 40 percent of the respondents have obtained education only upto the matriculation
level whereas the remaining 60 percent of the respondents have also acquired college education.

4.3 Marital Status

Marital Status| Married | Unmarried | Deserted| Widowed | Total

Frequency 34 2 0 4 40

Percentage 85 5 0 10 100

Table7: Marital Status (Source: Field Survey)

Analysis:95 percent of the respondents are married and 4 respondents are Widowed.
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44  Place of Dwelling

Live in Hut Chawl Building Bungalow Total
Frequency 0 12 27 1 40
Percentage 0 30.00 67.50 2.50 100.00

Table8: Place of Dwelling (Source: Field Survey)

Analysis: 67.50 percent of the respondents stay in Building, 30 percent of the respondents stay
in Chawland only 1 respondent @ty a Bungalow.

45  Family Income

Amount in Rupees per Month| Frequency Percentage
< 5,000 1 2.50
< 7,000 1 2.50
< 15,000 7 17.50
> 15,000 or more 31 77.50
Total 40 100.00

Table9: Family Income (Source: Field Survey)

Analysis: 77.50 percent of the respondents have a monthly income exceeding Rs. 15,000; 17.50
percent of the respondents have a monthly income in the range of Rs. 7,000 to Rs. 15,000; and
only 5 percent of the respondents have a monthly income below Rs. 7,000.

4.6  Family Size

Number of Members in Family 162|304 | 5066|768 9010| Total

Frequency 7 20 11 1 1 40

Percentage 17.50 50.001 27.50| 2.50| 2.50 | 100.00

Tablel0: Family Size (Source: Field Survey)

Analysis:50 percent of the respondents have 3 to 4 members in their family and only 5 percent
have large size families comprising of 7 to 10 members in their family.

4.7  Family Structure

FamilyType| Joint| Nuclear| Total

Frequency | 12 28 40

Percentage| 30 70 100

Table11: Family Structure (Source: Field Survey)

Analysis: 70 percent of the respondents stay in nuclear and 30 percent in joint family set
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4.8 Mo t h Edudaton

Respondents Mot her 6| Frequency Percentage g:m:ﬁg\éz
Never Studied 13 32.50 32.50
Primary School {o 4" Standard/Class) 4 10.00 42.50
Middle School {5to 8h Standard/Class) 4 10.00 52.50
Secondary Schd@h & 10h Standard/Class) 7 17.50 70.00
Higher Secondary (1& 12 Standard/Class) 5 12.50 82.50
Undergraduate 0 - 82.50
Graduate 5 12.50 95.00
Postgraduate 2 5.00 100.00

Total 40 100.00 N.A.

Table12: Respondentdviother's Education (Source: Field Survey)

Analysis: In case of 32.50 percent of the respondents their Mother had never studied, 37.50
percent of the respondents Mother had studied onlysaptm| education and only 30 percent

of the respondents Mother had obtained College education.

49  Siblings
Number of Siblings| Frequency Percentage
Zero 6 15.00
1 9 22.50
2 15 37.50
3 4 10.00
4 0 -
5 4 10.00
6 0 -
7 1 2.50
8 1 2.50
Total 40 100.00

Table13: Siblings (Source: Field Survey)

Analysis: 15percent of the respondents mat have any siblings, 70 percent have siblings in the
range of 1 to 3 and only 15 percent of the respondents have siblings above 5.
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5.0 Survey Data Analysis
Statement Agree Disagree
Frequency| Percentage| Frequency| Percentage
1 | Women are legstelligent than men. 6 15 34 85
Women should always vote for the s
2 | political party that the men of the ho 8 20 32 80
suggest.
It is not important for a woman to spe
3 English in order to be liberated. 17 42.50 23 57.50
Dowry should be givein order to cove
4 the wifeds expens 1 2.50 39 97.50
5 Ehe rightful place for a lady is within 11 27 50 29 72 50
ome.
6 | Only men should drive cars. 5 12.50 35 87.50
7 | Adopting children is acceptable. 35 87.50 5 12.50
It is important to have son in order tg
8 carry forward the family name. 8 20 32 80
Men should be paid more for the same
9 that a woman does. 3 750 37 92.50
A lady is always answerable to her f3
10 husband and son. 22 55 18 45
Men should help a lady with choresg
11 home. 30 75 10 25
The highest posts in offices should onl
12 handled by men. 2 5 38 95
13 ]\c/é/gmen should eat only after the fami 3 750 37 92 50
Men resorting to violence is justifiable,
14 ot Women. 1 2.50 39 97.50
Table14: Summary of Opinions gathered from Respondents (P@rgSource: Field Survey)
6.0 Inferences
6.1 Partl
1 Out of the total respondents, 34 respondents constituting 85 percent of the total
respondents oDisagheed wWbmenharet aesemenn
1 The response of 32 respondents which constitutes 80 percent of the total respondents
di sagree with the statement that, 0Women
t hat the men of the house suggest 6.
1 The response of only 17 respondents which constitutes 42.50 percent of the total
respondents agree with the statement. But
statement t hat , ol t i's not i mportant for
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| i ber dch endicatesuwhe level of influence of English language in the present day

mainly in Mumbai an urban area is much greater.

1 The response of 39 respondents which constitutes 97.50 percent of the total respondents
di sagree with the &8tdt obmemti vehat n oDadwmry
expenseso.

1 The response of 29 respondents which constitutes 72.50 percent of the total respondents

di sagree with the statement that, o0The ri

1 The response of 35 respondewhich constitutes 87.50 percent of the total respondents

di sagree with the statement that, o00nly m

1 The response of 35 respondents which constitutes 87.50 percent of the total respondents
corresponds with t h elenckengjority efthe nespangentnagree 0 A g
with the statement that, OAdopting chil dr

1 The response of 32 respondents which constitutes 80 percent of the total respondents
corresponds with the desired herespgdents e 0Di
di sagree with the statement that, olt is
the family nameb6.

1 The response of 37 respondents which constitutes 92.50 percent of the total respondents
corresponds with theedesiHeed er anmag ®md @& y o i
di sagree with the statement t hat , o0Men s

woman doesbo.

1 The response of only 18 respondents which constitutes 45 percent of the total
respondents corresponds with the desireds pons e oDi sagreeod. E
respondents OAgree6 with the statement th
husband and sondé which indicates the minc

Indian society.

1 The response of 30 respondenksciv constitutes 75 percent of the total respondents
corresponds with the desired response 0Ag
with the statement that, o0Men should helop

1 The response of 38 respondents which coresti®b percent of the total respondents
corresponds with the desired response 0Di
di sagree with the statement that, 0The hi

menao.
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1 The response of 37 respondents whartstitutes 92.50 percent of the total respondents

agrees with the

stat ement

tti magt wodnemey.

22
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1

corresponds with the desired response 0Di
di sagree with the statement that, o0Women
1 The response of 39 respondents whartstitutes 97.50 percent of the total respondents
corresponds with the desired response 0Di
di sagree with the statement t hat , 0 Men
wo meno.
Yes No
— Statement
Frequency| Percentage| Frequency| Percentage
In your family, would a daughter
1| permitted to choose her field 40 100 0 -
Education?
2 e he ™ 13| ;0 | a1 | orse
3 ?(;irsr?g; sgd daughtersated equally 32 80 8 20
5 \l?/grggrl:?know there are laws protec 39 9750 1 250
Table15: Summary of Opinions gathered froiRespondents (Partl) (Source: Field Study)
6.2 Partll
1 The response of all the 40 respondents is positive. Hence 100 percent of the respondents
agree with the statement that, oln the fe
her field.of Educationo
1 The response of 27 respondents which constitutes 67.50 percent of the total respondents
di sagree with the statement that, ol n a
unknown to hero. But stil | 32. 5Mhodgxer cent
mindset.
1 The response of 32 respondents which constitutes 80 percent of the total respondents
agrees with the statement that, o0Sons and
1 The response of 37 respondents which constitutes 92.50 percent of thgptotdents
agrees with the statement t hat, oWomen d
familyo.
1 The response of 39 respondents which constitutes 97.50 percent of the total respondents
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8.0 Part lll (Legal Marriageable Age for a Gijt

Inference:

Response| 16 Yeary 18 Yearg 20 Years Total
Frequency 0 19 21 40
Percentag - 47.50 52.50 | 100.00

Table16: Opinions regarding Legal Marriageable Age (P&kx(Source: Field Survey)

The response of only 19 respondents which constitutes 47.50 percent of the total respondents is

018

Year so

whi

ch i

s t he

regarding the legal marridgeage for a girl.

9.0 Evaluation of Personal Details

9.1 SocioEconomic Status

correct

Family Income [Divided by] Number of Memb Frequency Percentage
Lower (less than Rs.5,000) 25 62.50
Middle (Rs.5,00®s.8,000) 14 35.00
Higher(greater than Rs.8,000) 1 2.50
Total 40 100.00

Inference:

On analyzing the respondents S&wonomic Status it is observed that 25 respondents

Tablel7: Respondents Soci&conomic Status

Higher
3%

Figurel: Analysis of Respondents Soeikconomic Status

response.

He

comprising 62.50 percent belong to the Lower category, 14 respondents comprising 35 percent
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belong to the Middle category and only 1 respondent comprising 2.50 pévogntobihe
Higher category of the Soétconomic Status. Hence majority of the respondents belong to the
Lower Socideconomic Status.

9.2  Family Norm

Family Norm | Frequency| Percentage

TraditionalJoint) 13 32.50
Modern(Nuclear) 27 67.50
Total 40 100.00

Table18: Respondents Family Norm

Traditional
32%

Modern

68%

Figure2: Analysis of Respondents Family Norm
Inference:
On analyzing the respondents Family Norm it is observed tlegp®idents comprising 67.50
percent belong to the Modern family norm and the remaining 13 respondents comprising 32.50

percent belong to the Traditional family norm. Hence majority of the respondents belong to the

Modern family norm.

9.3  Number of Siblings

Family Size Frequency Percentage
Small (22) family 28 70.00
Medium (34) family 5 12.50
Large (more than 4) fam 7 17.50
Total 40 100.00

Table19: Respondents Siblings
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Medium
12%

Figure3: Analysis of Respondents Siblings
Inference
On analyzing the number of siblings the respondent have, it is observed that 28 respondents
comprising 70 percent belong to the Small family size, 5 respondents comprigegc&at50

belong to the Medium family size, and 7 respondents comprising 17.50 percent belong to the

Large family size. Hence majority of the respondents belong to the Small family size.

9.4  Profile of Woman in the Family

Comparing t he eMotomedrednst dasn d| Frequency| Percentage
No Growth 10 25.00
Negative Growth 1 2.50
Positive Growth 29 72.50

Total 40 100.00

Table20: Profile of Woman in theFamily

Negative
2%

Positive
73%

Figure4: Analysis of Profile of Woman in the Family
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Inference:

On analyzing the Profile of Woman in the Family it is observed that 10 respondents comprising
25 percent show no growth, 1 respondent show a negative gnovtthe remaining 29
respondents comprising 72.50 percent shows a positive growth. Hence majority of the

respondents show a positive growth in the profile of woman in the family.

9.5 Concluding Remark

Status of Wome| Frequency Percentage
Inhibited 1 2.50
Informed 1 2.50
Aware 19 47.50
Liberated 19 47.50

Total 40 100.00

Table21: Opinion Regarding Status of Women in Society

Inhibited Informed

Liberated

Figure5: Analysis of Opinion Regarding Status of Women in Society
Inference:
Education has had an impact on the respondent. She belongs to the lower income group

reflecting the modern family norm. Her family profile shows positive growth and most of the
woman sems to be liberated and the rest of the women are aware but needs to be liberated.
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10.0 Epilogue

In spite of guarantees given in the preamble, fundamental rights, and directive principles of our
Constitution, relating to equality of opportunity and idgbalfore the law, and the programmes
implemented to develop and empower women, still a great humber of them continue to be
deprived and continue to be subjected to exploitation. Indian women are thus in a process of
social transformation during the pressenturyWomen in India areow beginning to follow

the direction that the women of the Western world tiemladesagoin order to improve their

status in the society
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The Influence of Rational & Emotional Motives as Brand
Association in Building Strong Brand Equity in Tooth Paste
Category: A Study w.r.t New Age Consumers in Mumbai & Pune

Rajam Ravi

Abstract

The meaning of brand can be traced back to early Greek where for long it had a role on trading, |
until the twentieth century that branding & brand equity especially its important element brand
became so ffowdr t o0 check competing brands. When yo
becomes part of the intellectual property in balance sheet. The brand equity can either break or r
In Brand equity particularly Brand Assodatorelséablished using rational motives, emotional benefits
advertising, packaging for consumer purchase decision making. Especially in FMCG product catec
tooth paste where the brand preference and brand perception mayrehdndedrara tiomelter of

variants in tooth paste are available. In this scenario the study focused on rational & emotional m

they influence Brand Association which plays a constituent role in Building Brand Equity among the

Key Words Brand Equity, Brand Association, Brand perception, Rational motives, Emotional be

Advertising

1.0 Introduction

1.1  Brand Association (Rational motive forthe Brand)

Motivation is the driving force behind any action. It is defined as the pggehdtoce that
determi nes the direction of personds pur c he
persistence in the face of obstacles that lead to pre purchase behavior. So motive is the inner
force that stimulates & compels certain purchasevitsharesponse & provides specific
direction to the purchase response. Customers have different motivations for buying a variety of
products. According to Meryl P. Gardner, who focused on biological needs, based on Drive
Theory, the desire for a productexperience arrives from some inner drives i.e consumer is

keen to fulfill various need$oth physiological and psychologicahich lead to the purchase

decision. This also insists the motivations for consumptions could be utilitarian derived out of
rational motives for functional or emotional motives for positive gratification. The consumers

choose brand over another because consumers shall have more desirable consequences.
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It was observed that the influence of brand knowl&dg®gnition which is deeed out of

rational motives to sustain band equity among modern youth. Motivations are sometimes
unconscious & in fact, there are many occasions when consumers purchase a lot of products
without actually knowing why they are buying or how they will tibe ispecific manner in

whi ch need i s satisfied depends on consume

influences.

FMCG being lowinvolvement buying category, the consumers may have little interest on going
through the information on the brand’he consumer after the awareness stage tries the brand,
but attitude about the brand is formed after the product trial. If the consumer is satisfied, he
buys it again & this pattern of continued buying could trigger brand loyalty a part of brand equity
element.

In this section respondents were asked to rate different motives for using tooth paste. It can be
called as brand knowledge or motives behind use.

1.2  Brand Association (emotional motives)

Apart from rational motives, sometimes latent needgimmdated because a person gets
involved in thinking or day dreaming about them. This occurs when consumers deliberate about
unfulfilled needs. Emotional experiences tend to have some elements in common, such as
physiological changes, cognitive thougébcaged behaviors & subjective feelings. Consumers
experience wide variety of emotions which are generally evoked by external environment. It is
observed that emotional experiences are generally accompanied by thinking. Behaviors linked
with emotions vargmong individuals & it may also vary across time & situations. Emotions
generate subjective feelings among consumers as adapted from Holdbrook & Batra e s si n g
the role of emoti ons on ©donrsalah€ansumee egearain,s e s
Dec 87. Emotions are characterized by consumers as positive or negative evaluations whose
primary or secondary benefit is emotional arousal for purchase behavior. Consumers detest
feeling powerless, disgusted, humiliated or sad while purchasing products.

It is observed that the emotion factors do play an important role in the task of repetitive
purchase of brands among the youth. The respondents have strong brand association in terms of
the contemporary look of the brand as well the stimulant effeeting féifferent from others.
Researcher investigated from the respondents that whether there is congruence of association
with FMCG among the youth.
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2.0 Literature Review

After the purchase and utilization of products customer will feel some kind g tealimay
be positive or neutral or negative. Dkebaviourof the customer will be varying according to
the feelings after purchase depending upon the expected or actual things about the product.

Westbrook (1987#pund that even the consumer's expectativere met by the product they

were not in a position of attaining complete satisfaction. It was explored that the emotional
experiences should be recognized in connection with product ownership and usage. These
positive affective responses need to ibaulstted by marketers in the post purchase period in
order t o enhance C 0 n s ume rfavdurables wotcHofsnbuthc t i o n
communication. Oliver and Swan (1988nd that when a consumer does not get what was
expected, the situation was one s€ahfirmation. Such disconfirmation can be of two varieties

i.e. positive and negative. A positive disconfirmation occurs when what was received was better
than expected and a negative disconfirmation occurs when things turn out more than anticipated.

Thusany situation in which the consumer's judgment is proven wrong was a disconfirmation.

Geva and Goldman (1991) di scussed-puxlhasesi bl e
attitude when faced with disconfirmed expectations. The main argument, basedearsian

of cognitive dissonance theory, was thatgaoshase attitude may be characterized by duality.
Satisfaction with post purchase may not be closely related to intentions to repurchase because of
the different functions they may fulfil. Whersaissfaction reflects the need to justify post
purchasebehaviour intentions to repurchase, which are of instrumental importance, reflect
learning from experience. This Approach contrasts the prevalent satisfaation paradigm

which assumes a cdstausal link from satisfaction with the purchase to intentions to repeat it.

Punj and Hillyer (2004jied to identify the underlying structure of brand equity. Existing
research on brand equity was used to identify 4 cognitive components (globditbdend at
strength of preference, brand knowledge and brand heuristic) of chstmmeequity. A
conceptual framework of how these components (or sub constructs) are interrelated is proposed
and empirically tested using data from two frequently purchedadt gategories. Coiarce

structure modeak used as the analysis methodology. The results indicated that all the identified
cognitive components were important determinants of cudbasedt brand equity.

Bravo, Fraj and Martinez (2007) analyzediffieeesht nature and effects of family influences on
the dimensions of young custofhased brand equity. Results showed different facets of how
the family brand awareness, associationsvperqgeality and brand loyalty.
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3.0 Methodology

The Research dgs is exploratory research & is based on the specific héter@roblem of

investigation is unknowrThe researcher devoted a significant portion of his work on

exploratory studies atldé is known about the probldmeing examined. The idea i<larify

concepts & investigatiorow the Modern youth are influenced by the different fafms

Marketing efforts & explanation with their behaviour toweatisnal &emotive motives

Researcher used open ended & close endetbmahtucted questionnaifes conducting the

survey Alsothe primary data is collected through the well framed questionnaire comprising

optiomltypeandd i kert s 5 point

A proportionate convenient sampling method was employed to collect various peafeptions

scal e

type

guestions

customers of FMCG with gard to the various elementsaind equity. In Mumbai and Pune

with significant dense population 1200 respondents have been chosen proportionately covering
Mumbai city® Western, Central, Harbour & Pune. Out of X20@ples dg 1150 respondents

completed questimaire properly. Among those Q15 r espondent s

responses wefeund suitable for the analypierpose.

4.0 Obijectives

only

1 To study about the impaat rational motives as brand association thaigstrembrand

equityw.r.tthe changing life style diet modern youth in tooth paste in Mumbai & Pune

cities.

1 To study the effect of emotive motiassbrand association that strengthen brand equity

in repetitive purchasé brand in tooth pas@mong yoth.

5.0 Hypothesis Testing & Data Analysis

11

In this section Hypothesis testing and corresponding data analysis are presented. This section

begins with Descriptive Analysis of the sample.

Number of respondents Percentage
Mumbai 800 66.7%
Pune 400 33.3%
Total 1200 100.0%

Table22: Geographic Spread of the Respondents
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Age Number of respondents percentage
21-25 280 27.7%
2630 275 27.3%
3135 250 24.7%
3640 205 20.3%
Total 1010 100.0%

Table23: Age ofRespondents

Gender Number of respondents Percentage
Male 519 51.4%

Female 491 48.6%
Total 1010 100.0%

Table24: Gender of Respondents

Marital Status | Number of respondents Percentage
Married 525 51.9%
Unmarried 485 48.1%
Total 1010 100.0%

Table25: Marital Status of Respondents

Tooth Paste

The following table depicts the rational motives for buying toothpastes.

It should arrest bad breath & give fresh

It should whiten teeth by removing yellg

It should prevent tooth decay

It should make the teeth shine

It should arrest sensitiveness

1
2
3
4 | It should strengthen gums
5
6
7

It should give good taste

Table26: Rational Motives
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Total Variance Explained
Initial Eicen values Extraction Sums of Rotation Sums of
= 9 Squared Loadings Squared Loadings
Q () () ()
@ > @ > o | >
S| 3 | 55| B 5 | 55| B s | 52| E
e £ °s | S| £ | 98| S¢ = S8 | S
8| ° | f§| E7 | ° | 85| ET| ° | f§ | E
@) @) @)
1 3.221 | 46.016| 46.016| 3.221| 46.016| 46.016| 2.259 | 32.271| 32.271
2 932 | 13.310| 59.325| .932 | 13.310| 59.325| 1.462 | 20.883| 53.154
3 .829 | 11.844 71.169| .829 | 11.844| 71.169| 1.261 | 18.016| 71.169
4 .670 | 9.572 | 80.742
5 530 | 7.572 | 88.313
6 426 | 6.091 | 94.404
7 392 | 5.596 | 100.000
Extraction Method: Principal Component Analysis.

Table27: Principal Component Analysis for Extraction of Rational Motives for Buying Toothpaste
Interpretation: From above table we can infer that there are three factors extracted as a motive
for tooth paste. These three factors alone contribute for almost 71% of variance. The variable

corresponding to these factors can be identified from the following rotapeshentrmatrix.

Component
1 2 3
Q15TP1 .140 877 138
Q15TP2 .628 .560 .069
Q15TP3 .607 497 161
Q15TP4 .829 176 .076
Q15TP5 .765 .090 187
Q15TP6 452 -.086 674
Q15TP7 -.010 294 .846

Table28: Rotated ComponenMatrix
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Following are the important motives for using particular brand tooth paste.

Variable Variable Name

Q15TP1 It arrests bad breath and gives freshness.
Q15TP4 It strengthens gums.

Q15TP7 It gives good taste.

Table29: Rational Motives for Using Same Brand of Tooth Paste

Ho:  The emotion componenf the brand doot stimulate the task of repetitive purchase

of the brand among youth.

H.:  The emotion componesndf the brand do sBhulatethe task of repetitive privase of the
brand among youth.

1 | It gives me confidence

2 | It makes feel elated

3 | It gives me immense pleasure

4 | It gives me affiliation among my group when there is no bad breath

5 | I derive some of my identity when my teeth shine

6 | | derive pride when my teeth look good

7 | When others appreciate my neat teeth | feel superior

8 | I feel comfortable when there is freshness

Table30: Emotional Motivesexperienced using my brand of Tooth paste

Strongly Disagree | Disagree Neutral Agree Strongly Agree
Q181 9 51 278 400 209
Q182 20 108 323 344 150
Q183 16 60 284 408 185
Q184 9 74 247 402 218
Q185 22 111 283 337 192
Q186 34 145 336 317 115
Q187 14 81 201 423 233
Q188 54 141 281 304 170

Table31: Rating of Emotional motives for Repetitive Purchase of Brands
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Value Df p-value
Pearson CHsquare 305.154 28 .000
Likelihood Ratio 302.597 28 .000
Linearby-LinearAssociation 34.798 1 .000
N of Valid Cases 758

Table32: ChiSquare Tests

Interpretation: Since pvalue for chsquare is less than that of 0.05, it indicates that the
emotion components of the Brand do facilitate the task of repetitive purchase of the Brand

among the new age consumers.

Hoz  Emotional motives do not have any significant imphite purchasing tooth paste by
youth irrespective of locations.

H.Z Emotional motives have significant impact while purchasing tooth paste by youth
irrespective of locations.

Mumbai Thane
Count Count Chi-square Df p-value
StronghDisagree 4 0
Disagree 11 12
Q181 Neutral 85 57 12.702 4 .013
Agree 133 59
Strongly Agree 74 24
Strongly Disagree 8 0
Disagree 33 9
Q182 Neutral 112 45 12.627 4 .013
Agree 99 68
Strongly Agree 53 30
StronghDisagree 6 0
Disagree 22 5
Q183 Neutral 72 43 7.21 4 125
Agree 137 73
Strongly Agree 72 31
Strongly Disagree 5 0
Disagree 25 6
Q184 Neutral 70 34 6.301 4 .178
Agree 147 84
Strongly Agree 60 28
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Strongly Disagree 11 2
Disagree 30 16
Q185 Neutral 96 45 5.214 4 0.266
Agree 94 60
Strongly Agree 72 29
Strongly Disagree 15 4
Disagree 52 16
Q186 Neutral 89 48 5.354 4 0.253
Agree 110 64
Strongly Agree 39 20
Strongly Disagree 5 2
Disagree 23 13
Q187 Neutral 67 24 4178 4 .382
Agree 141 83
Strongly Agree 71 30
Strongly Disagree 28 7
Disagree 53 25
Q188 Neutral 78 45 5.244 4 0.263
Agree 85 50
Strongly Agree 63 25

Table33: LocationWise Comparison

Interpretation: The pvalue for all the questions except-QXhd Q1& are greater than that
of 0.05, it indicates that for these questions location of respondent has significant impact. For all

other question®tation do nohave any impact.

Hosz Emotional motives do not influence the purchase of tooth paste among the youth
gender.

H.s Emotional motives influence the purchase of tooth paste among the youth gender.

Male Female
Count Count Chi-square Df p-value
Strongly Disagree 2 7
Disagree 28 23
Q181 Neutral 149 129 5.416 4 0.247
Agree 202 197
Strongly Agree 118 91
Strongly Disagree 14 6
Disagree 55 53
Q182 Neutral 176 146 4.75 4 0.314
Agree 170 174
Strongly Agree 82 68
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Strongly Disagree 10 6
Disagree 28 32
Q183 Neutral 136 148 5.618 4 0.230
Agree 220 187
Strongly Agree 105 80
Strongly Disagree 4 5
Disagree 34 40
Q184 Neutral 139 108 3.305 4 0.508
Agree 212 189
Strongly Agree 110 108
Strongly Disagree 11 11
Disagree 59 52
Q185 Neutral 163 120 6.046 4 0.196
Agree 161 175
Strongly Agree 104 88
Strongly Disagree 20 14
Disagree 60 85
Q186 Neutral 208 127 30.862 4 0.000
Agree 141 176
Strongly Agree 69 46
Strongly Disagree 3 11
Disagree 43 38
Q187 Neutral 103 98 8.014 4 0.091
Agree 218 204
Strongly Agree 134 99
Strongly Disagree 28 26
Disagree 63 78
Q188 Neutral 153 128 5.366 4 0.251
Agree 168 135
Strongly Agree 85 85

Table34: Emotional motives rating by Gender

Interpretations: The pvalue for all the questions except-®@ ¥8e greater than that of 0.05, it
indicates that for these questions gender of respondents do nsighdivant impact except
Q186.

6.0 Conclusion

From the statistical data analysis, it is found that how far modern youth is influenced by the
Rational & Emotional motives as Brand Associati®drand equity in the Mumbai & Pune
districtin tooth pasteDespite often obvious value of brand, it is believed that there are signs
that the brand building process is eroding and factors such as marketers emphasize on sales

promotions & price are becoming more salierftérldw involvement product category. How
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far suchreaction of marketers has impact on modern youth on pre and post purchase behaviour

as a favourable attitude towards brand is to be ascermiddthe consumer behavioural

aspects suess and failure of brand can be based on motivealdhatdecide thdrand

prominence of tooth past&hestudy concluded that the influeméenotives strengtheorand

association whidk important to identify the popularity of a brand as well as its volume of sales.

In this context the brand equity is vital in the study as a powerful estimator to predict the effects

of brandassociation.

7.0 Limitation s

9 This study is restricted to Muanl& Pune cities only.

Pune &Mumbai consist of customers with maximum semi urban and metro background.
The results derived from the analysis may or may not be suitable for the rural & other
part of Maharashtra cities.

1 Time and fund constraints were thgambmitations to the study and forced to restrict
the respondents with in a stipulated time.

1 The information provided by the respondents is purely based on their memory only. The
quality and reliability of the data collected are depending upon the reealbof the
respondents.
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Foreign Trade Policy of India (FTP 8 20152020): A Roadmap to
Success in Global Market

Vivek Rajbahadur Singly

Abstract

The Govt. of India introduced economic reforms since 1991 especially in the trade sector, therefor
the impact of economic reforms and deradeptheimgimecent policy on India's export behaviour durin
the poestform period and there has been a perceptible change in the value, composition and direc
exports. Foreign trade policy play vital role to give strengthgd®eg@dhyoiigim trade policy

what kinds of incentive provision done and which will provide significant role in making of upcomi
again boost our economy so that policy making ensure the goal achieving activity & is important
FTP (20120)to achieve the objective of latest policy and ensure the trade development. This papel
changes made in India's foreign trade2@ili@ya@01be expected outcome of the26Z® 2015

KeyWordsi ndi ads F oyrTeadegSectofRefarcthg Glébal IMarket

1.0 Introduction

India has formal diplomatic relations with most nations; it is the world's second most populous
country, the world's mepbpulous democracy and one of the fastest growing major economies

in the world. With the world's seventh largest military expenditfe)argest economy by
nominal rates and third largest by purchasing power parity; India is a regional power and a
potential superpower. India's growing international influence gives it a prominent voice in global
affairs. It has moved beyond its tiadil interest in South Asia to a greater involvement in East
Asia.

India is a newly industrialized country; it has a long history of collaboration with several
countries and is considered a leader of the developing world. India was one of the founding
mambers of several international organizations, most notably the United Nations, the Asian
Development Bank, G20 industrial nations and the founder of thaliynad movement.

India has also played an important and influential role in other internaganedations like

East Asia Summit, World Trade Organization, International Monetary Fund (IMF), G8+5 and
IBSA Dialogue Forum. Regionally, India is a part of SAARC and BIMSTEC. Till the early 1990s,
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India was a closed economy: average tariffs exceedextc20@, guantitative restrictions on
imports were extensive, and there were stringent restrictions on foreign investment.

The country began to cautiously reform in the 1990s, liberalizing only under conditions of
extreme necessity. Since that time, trade re
to GDP ratio has increased from 15 percent to 35 percent of GB&hbet990 and 2005, and

the economy is now among the fastest growing in the world.

Today, global companies operate in a highly complex, interlinked -simétifagsimarket place.

Asi a, though not yet the wor | dheflcrimeof chamnget ec o
for global businesses and the world has fully recognized the potential of India. Who a few years
ago, were servicing global companies, but are now becoming global competitors because of

l ndi ads changed f or elobg businessa(Directop Gehearat of Eageigrt o wa |
Trade 2012).

Foreign Trade Policy (FTP) (also called EXIM Policy) means the policy relating to country's
exports and imports. It is the policy relating to foreign trade/international marketing. Even
policies riating to export promotion are covered within the scope of EXIM policy. Since 2004,
the term EXIM Policy is substituted by the term Foreign Trade Policy (FTP) which is
announced for a period of five years at a time (since March, 1992). For India ta begjome

player in world trade, an-@aicompassing and comprehensive vision is required for the overall

devel opment of the countryds foreign trade.

The study is important because it provide new paranagigdrapproach to increase our
international trade. n d foraigndrade has come a long way sinceSI95Thevalues of both
exports and imports have increased setveres over the period. The value of exports rose
from Rs. 606 crore in 1950 to Rs. 1,064650ce rupee in 19996. Export in 199798 was
3506million dollarand reachetb 312620 million dollar in 20184 In terms of Indian Rupee
export reachds 14,65,171 crore rup@e201415.

Trade is not an end in itself, but a means to economic growth and national development.
Coherence and csistency among trade and other economic policies is important for
maxi mi zing the contribution of Indiads forei
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20 FiveDistinctPhases in Indiads Trade Pol

1 Phase A:
During the first phase 1948 to 195562 India couldhave libedegsed import on account

of the restrictionplaced by the UK.

1 Phase B:
During second phase 1952 t0 195&7 liberalizationf foreign trade was adopted as
the goal of trade policy.

1 Phase C:
During third phase 19%8 to 1966 the trade polieyas reorieted to meet the
requirement of plannetonomic development.

1 Phase D:
The fourth phase started after devaluation of the mpRae 1966 and continued till
197576.

1 Phase E:
During the last phase 19Y%7/6 onwards thgovernment adopted a policy ofport

liberalization withriew to encourage export promotion.

The EXIM policies were six monthly till 1966 whentémeire become annual from 1985
onwards, they becartlteee yearly and since 1992 they were made fivetyeznilycide with
five year plan.le name was alsthanged from import and export policy to EXIM policy in
1992 to underline the importance of exports.
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mmm EXPORT mmm IMPORT ——=India's Total Trade ==India's Trade Balance
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Figure6: India's ForeignTrade

1 | n d iotal éherchandis¢éradeincreasedrom US$ 467 billion in FY2010 to UB%/
billion in FY2015

1 Share of India in world merchandise expdri7% in 2014; RadKk 9 (up from 29in
2005)

1 Foreign Trade Policy 26250 20 ai ms at i ncreasing | ndi

exports to US$ 900 billion by FY 2020

91 Despite the globad | owd own, I ndi ads merchandi se
billion in 200405 to USD 310 billion in 2014.

1 The cumulative value of imports in 2023vas USD 450.1 billion as against USD 490.7

billion during the previous year registering a decli@ gfercent. Coupled with the

moder ate growth in exports, this resulted

190.3 billion in 20123 to USD 137 billion in 2043}, contributing to a lower Current
Account Deficit (CAD).
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Il ndi ads Expaodides o l ndi ads | mports
Value Share/Rank Value Share/Rank
313 1.7% (19) 466 2.5% (12)
Il ndi ads Exports of l ndi ads | mports of
Value Share/Rank Value Share/Rank
251 3.25 (8) 125 2.8% (9)
Table35:LYRAI Q& { KFINB Ay Dfz2olf ¢NIRS

According to the WTO, in merchandise trade, India was ‘tHar@@stexporter in the world
with a share of 1.7 percent and thelagyest importer with a share of 2.5 perce2®13. In
commer@l services, India was thel&rgesexporter in the world with &are of 3.2 percent
and the 9largest importer withshare of 2.8 percent

30 I ndi abdbs Export Shifting Southwards

Figure7Z:L Y RA Q& O9OHdm2 NI 5SadAyl

The above table shows that:

1 Direction of exports moving towards Developing countries
Share of Asia, Africa and LAC regions increased sharply from 58%06 29066% in
201415; Of this, share of Asia region rose from 48% to 50% during this perio

1 Future trade flows to be geared towards the developing nations (buttressed by GOI
policies)
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4.0

1

5.0

Objectives of Research

To study in detail the changes made in-20P52020
To highlight the positive changes of FZ8152020
To study the expected outcoaid-TP 20152020

Research Methodology

This study is exclusively basedgsecondary data. Secondary data eaodlected from the RBI

bulletin, RBI AnnuaReports, Economic Survey, Economic &ulitical Weekly (EPW),

Finance an®evelopment, Economiciélry, AnnuaReports of EXIM policy, Asian Economic

Review, Indian Economic Journhbiternet,Yojana, Reports of expert groups atcalsoused

for collecting the secondary data.

6.0

1

Introduction to Foreign Trade Policy 20152020

| n & Faae@gn TradBolicy (FTP) has, conventionally, been formulated for five years at

a time and reviewed annually. The focus of the FTP has been to provide a framework of
rules and procedures for exports and imports and a set of incentives for promoting
exports.

Fifteen yars ago India occupied a very small space on the global trade canvas. As various
sectors of the Indian economy became more competitive globally, exports began to grow
remarkablyl n d merdhandise exports recorded a Compound Annual Growth Rate
(CAGR) 0f15.9 percent over the period 20B4to 2013L4. Similarly, as the economic
growth rate of the country picked up, so did imports, which grew at a CAGR of 16.8
percent over the same period.

Today, foreign trade has begun to play a significant part ididtredoonomy reflecting

its increasing globalisation. At the same time, the growing merchandise trade deficit,
resulting in a persistently high current account deficit, has set alarm bells ringing. This
policy, therefore, aims at promoting exports alotiigmaking imports more focussed

and rational.

The trade performance of a country is so closely and inextricably linked with its overall
economic performance that trade policy cannot be treated as a simple matter of
manoeuvring the export or import of agwot. Foreign trade policy has a direct connect

with domestic economic policies.
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1 Exports constitute the last segment of long sectoral value chains. A foreign trade policy
that addresses only the fremd of exports without recognising the charactenétics
backend is incomplete and, likely to be unworkable. At the same time, the development
of an appropriate ecosystem for the #exmd can create a pull effect for the sector in
guestion. In each case, action lies in several departments and stakstiitiens.

The biggest challenge, therefore, is to properly anchor the elements of the foreign trade
policy in the overall economic policy and to ensure that the framework of rules,
procedures and incentives for trade is contextualised within ait®rappsach to
economic development.

1 Government of India has, in the last few months, initiated several measures to re
energise the economy particularly througt
l ndi aod, 0Skil |l s | n dtaraghowiag results, Anglia willhbeceree i n i
more competitive in several product areas which would, in turn, open up better export
prospects.

1 The FTP for 2012020, therefore, endeavours to build synergies with such initiatives
necessitatingofGoheremgnt @ awhobach to fo
first describes a vision with its attendant goals and objectives followed by the strategies
and actions identified as necessary to achieve that vision, and, finally, sets out a
framework of incentives.

7.0 Goals and Objectivef FTP 20152010

A vision is best achieved through measur abl
exports of merchandise and services from USD 465.9 billion ib42@il approximately USD
900 billion by 20120 andtoragie | ndi ads share in world expor:t

The FTP for 20122020 seeks to achieve the following objectives:

1 To provide a stable and sustainable policy environment for foaeigmtimerchandise
and services.

1 To link rules, procedwsend incentives for exports and impuwrith other initiatives
such as oMake in 1 ndiao, oDi gi tEadot | ndi a
Promotion Mission for India.

T To promote t he diexpertrbasket by bedping various sefcibthen di a 6 s

Indian economy to gain global competitivengbhsawiew to promoting exports.
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T To create an a mglobalitrade engagement Witlo a view to expaading its
markets and better integrating with major regions, thereby increasing titk fdema
| ndpradécssand ont ri buting to the governmentds

1 To provide a mechanism for regular appraisal in order to rationalise imports and reduce
the trade imbalance.

8.0 Duration of FTP

The Foreign Trade Policy (ATRR0152020, incorporating provisions relating to export and
import of goods and services shall come into force with effect from the date of notification and
shall remain in force up to 31st March, 2020, unless otherwise specified. All exports and imports
made up to the date of notification shall, accordingly, be governed by the relevant FTP, unless
otherwise spéted.

9.0 Foreign Trade Agreements

Il n I ndiads foreign trade policy the foreign
achieve thgrowth of her business relation in domestic as well as foreign level. In that view
Regional Trading Arrangements (RTA's) as 'building blocks' towards the overall objective of
trade liberalization. Hence, it is participating in a number of RTA's whide iRde Trade
Agreements (FTA's); Preferential Trade Agreements (PTA's); Comprehensive Economic
Cooperation Agreements (CECA's); etc. These agreements are entered into either bilaterally or in

a regional grouping. Some of the major one's are:

1 Agreemenbn South Asia Free Trade Area (SAFTA)
1 AsiaPacific Trade Agreement (APTA)

1 BIMSTEC ( Bay of Bengal Initiative for Mddgctoral Technical and Economic
Cooperation)

1 Framework Agreement on Comprehensive Economic Cooperation between India and

the Associatn of South East Asian Nations

India And Singapore Comprehensive Economic Cooperation Agreement (CECA)
IndiaSri Lanka Free Trade Agreement (ISFTA)

IndiaChile Preferential Trade Agreement (PTA)

IndiaAfghanistan Preferential Trade Agreement (PTA)

= =/ =2 2 =2

IndiaBhutan Trade Agreement
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IndiaNepal Trade Treaty

Framework Agreement For Establishing Free Trade Between India And Thailand
Free Trade Agreement (FTA) Between India And Gulf Cooperation Council (GCC)
India Japan Trade Agreement

Joint Study Group Beeen India And Korea

= =4 =4 A A -

Trade Agreement Between India And Bangladesh

10.0 Highlights of Foreign Trade Policy FTP -20152020

10.1 SIMPLIFICATION & MERGER OF REWARD SCHEMES
Export from India Schemes:
10.1.1 Merchandise Exports from India Scheme (MEIS)

V Merchandise Exports from India Scheme has replaced 5 different schemes of
earlier FTP (Focus Product Scheme, Market Linked Focus Product Scheme,
Focus Market Scheme, Agri. Infrastructure Incentive Scrip, VKGUY) for
rewarding merchandise exports which laaging conditions (sector specific
or actual user only) attached to their use.

V Now all these schemes have been merged into a single scheme, namely
Merchandise Export from India Scheme (MEIS) and there would be no
conditionality attached to the scripsadsunder the scheme. Notified goods
exported to notified markets would be rewarded on realised FOB value of

exports.
A. Country Groups:
Category A Traditional Markets (30uropean Union (28), USA, Canada.

Category B:Emerging & Focus Markets (138jJrica (55)Latin America and
Mexico (45)CIS countries (12), Turkey and West Asian countries (13), ASEAN
countries (10), Japan, South Korea, China, Taiwan,

Category C Other Markets (70).
B. Products supported under MEIS
Level of Support:

Higher revards have been granted for the following category of products:
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<

\%
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Agricultural and Village industry products, presently covered under VKGUY.

Value added and packaged products.

Ecofriendly and green products that create wealth out of waste from

agricultual and other waste products that generate additional income for the
farmers, while improving the environment.

Labour intensive Products with large employment potential and Products
with large number of producers and /or exporters.

Industrial Products fro potential winning sectors.

Hi-tech products with high export earning potential.

C. Markets Qupported

\Y
\Y

Most Agricultural products supported across the Globe.
Industrial and other products supported in Traditional and/or Emerging
markets only.

D. High potential products not supported earlier:

Vv

Support to 852 Tariff lines that fit in the product criteria but not provided
support in the earlier FTP. Includes lines from Fruits, Vegetables, Dairy
products, Oils meals, Ayush & Herbal Products, Paper, aad Btapd
Products.

E. Global support has been granted to the following category:

<K < K K <K< < <

Fruits, Flowers, vegetables

Tea Coffee, Spices

Cereals preparation, shellac, Essential oils

Processed foods,

Eco Friendly products that add value to waste

Marine Products

Handloom, Coir, Jute, products and Technical Textiles, Carpets Handmade.
Other Textile and Readymade garments have been supported for European
Union, USA, Canada and Japan.

Handicraft, Sports Goods

Furniture, wood articles
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F. Support to major markets have been given to the following product

categories

V Pharmaceuticals, Herbals, Surgicals

V Industrial Machinery, IC Engine, Machine tools, Parts, Auto
Components/Parts

Hand Tools, Pumps of All Types

Automobiles, Two wheelers, Bicycles,sSRilanes

Chemicals, Plastics

Rubber, Ceramic and Glass

Leather garments, footwear

Steel furniture, Prefabs, Lighters

Wood , Paper, Stationary

<K K K K< K K <K KL<

iron, steel, and base metals, products
G. Other sectors supported under MEIS

V 352 Defence related Prodwdgth export of US$ 17.7B consisting of Core
Products (20), Dual Use products (60), General Purpose products (272).

V 283 Pharmaceutical products of Bulk Drugs & Drug Intermediates, Drug
Formulations Biologicals, Herbal, Surgicals, and Vaccines.

V 9%linesoEnvironment related Goods, Mac hi

V 49 lines where mandatory BIS standards are prescribed.

V 7 lines of Technical Textiles.
H. Participation in global value chain of the items falling under the scheme:

V 1725 lines of Intermediate Gaod These goods become inputs in the
manufacturing of other countries and will strengthen backward
manufacturing |inkages which are vit
Value Chains.

V 1109 lines of Capital Goods sectaitl also strengthen Manufaabgr Base
in India.

V 1730 lines of Consumer Goods sedlée hope a quantum jump in export

from this sector with strengthening of Make in India Brand in near future.
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l. Technology based analysis:

\%
\%
\%

572 lined ow skill Technologintensive manufacturing.
1010 linedMedium skill Technologgtensive manufacturing.

1309 line#ligh Skill Technologytensive manufacturing.

J. Women Centric Products supported under MEIS

Vv

Women workers constitute 52% of plantation woi@3slines of Tea

Coffee, Spices, a@hshew.

69% of the aggregate female employment is concentrated in the following

sectors:

A Manufacture of other food productdelly Confectionery, tomato
ketchup, cooked stuffegpasta, pawa, mudi and the like, gingerbread ,
papad, pastries and cakes.

A Manufacture of wearing appaddi6 lines of Readymade Garments

Sectors that have a significant proportion of female employment (more than

25%):

A Agricultural and animal husbandry service activitiespteweterinary
activitied 263lines of basic Agricule products.

A Manufacture of footwedr28 Footwear and Leather products.

A Consumer Electronics and Electronic Components, watches and clocks
483 lines.

10.12 Service Exports from India Scheme (SEIS)

\Y

Served From India Scheme (SFIS) has been replac&ewite Exports

from I ndia Scheme (SEI S) . SEI'S shall
Il ndi ad instead of o6l ndian Service Pr
to all Service providers of notified services, who are providing services from
India,regardless of the constitution or profile of the service provider. The list

of services and the rates of rewards under SES are
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Sr. SECTORS Admissible
No. rate

1 | Business Services
Professional services
Legal services, Accounting, auditing and bookke
services, Taxation services, Architectural sery
Engineering services, Integrated engineering se

a : 4 5%
Urban planning and landscape architectural se
Medical and dental services, Veterinagvices
Services provided by midwives, nut
physiotherapists and paramedical personnel.

Research and development services
R&D services on natural sciences, R&D service

b : . o L 5%
social sciences and humanities, Interdisciplinary
services
Rental/Leasing services without operators
Relating to ships, Relating to aircraft, Relating to

c . : ; 5%
transport equipment, Relating to other machinery
equipment
Other business services
Advertising services, Market research and
opinion polling services Management consu

d service, Services related to management cong 3%
Technical testing and analysis services, S¢
incidental to agricultural, hunting and forestry, Se
incidental to fishing, Services incidental to mi
Services
Communication Services
Audiovisual services

5 Motion picture and video tape production 50
distribution service, Motion picture projection ser
Radio and television services, Raid televisiol
transmission services, Sound recording
Construction And Related Engineering Services
General Construction work for building, Gen

3 | Construction work for Civil Engineering, Installa 5%
and assembly work , Building completion and finis
work
Educational Services (Please refer Note 1)

4 | Primary education services, Secondary &xu 5%
services, Higher education services, Adult educati
Environmental Services

5 | Sewage services, Refuse disposal services, S 5%
and similar services

6 Health-Relatedand Social Services 50
Hospital services

Table36: Sectors
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V The rate of reward under SEIS would be based on net foreign exchange
earned. The reward issued as duty credit scrip, would no longer be with actual
user condition and will no longer be restricted to usage for specédgedftyp
goods but be freely transferable and usable for all types of goods and service
tax debits on procurement of services / goods. Debits would be eligible for
CENVAT credit or drawback.

V The present rates of reward are 3% and 5%. The list of servittes ratels
of rewards would be reviewed after 30.9.2015.

10.1.3 Duty credit scrips to be freely transferable and usable for payment of
custom duty, excise duty and service tax.

V All scrips issued under MEIS and SEIS and the goods imported against these
scrips would be fully transferable.

V Scrips issued under Exports from India Schemes can be used for the
following:

V Payment of customs duty for import of inputs / goods including capital
goods

V Payment of excise duty on domestic procurement of inputsods, go
including capital goods as per DoR notification.

V Payment of service tax on procurement of services as per DoR notification.

V Basic Customs Duty paid in cash or through debit under Duty Credit Scrip
can be taken back as Duty Drawback as per DoR iRudpsts so imported
are used for exports.

10.1.4 Status Holders

V Business leaders who have excelled in international trade and have
successfully contributed t o country
recognized as Status Holders and given speai@hént and privileges to
facilitate their trade transactions, in order to reduce their transaction costs
and time.

V The nomenclature of Export House, Star Export House, Trading House, Star
Trading House, Premier Trading House certificate has been dbanged

Two, Three, Four, Five Star Export House.
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V The criteria for export performance for recognition of status holder have

been changed from Rupees to US dollar earnings. The new criteria is as

under:
Export PerformanceFOB / FOR (as
Status category converted)Value inh US $ millioh during
current and previts twoyears
One Star Export House 3
Two Star Export House 25
Three Star Export House 100
Four Star Export House 500
Five Star Export House 2000

Table37: Category ofstatus holder

10.1.5 Approved Exporter Scheme Self certification by Status Holders

Manufacturers who are also Status Holders will be enabledcasti$gltheir
manufactured goods as originating from India with a view to qualify for
preferential trement under different Preferential Trading Agreements [PTAS],
Free Trade Agreements [FTAs], Comprehensive Economic Cooperation
Agreements [CECAs] and Comprehensive Economic Partnerships Agreements
[CEPAS] which are in operation. They shall be permitssdttertify the goods

as manufactured as per their Industrial Entrepreneur Memorandum (IEM) /
Industrial Licence (IL)/ Letter of Intent (LOI).

10.2 BOOST TO "MAKE IN INDIA"

10.2.1 Reduced Export Obligation (EO) for domestic procurement under EPCG
scheme:

Specific Export Obligation under EPCG scheme, in case capital goods are
procured from indigenous manufacturers, which is currently 90% of the normal
export obligation (6 times at the duty saved amount) has been reduced to 75%, in

order to promote domestiapital goods manufacturing industry.
10.2.2 Higher level of rewards

Higher level of rewards under MEIS for export items with high domestic content
and value addition. It is proposed to give higher level of rewards to products with
high domestic conterind value addition, as compared to products with high
import content and less value addition.
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10.3 TRADE FACILITATION & EASE OF DOING BUSINESS
10.3.1 Online filing of documents/ applications and Paperless trade in 24x7

environment:

\Y,

DGFT already providdacility of Online filing of various applications under
FTP by the exporters/importers. However, certain documents like
Certificates issued by Chartered Accountants/ Company Secretary / Cost
Accountant etc. have to be filed in physical forms only. In torceove
further towards paperless processing of reward schemes, it has been decided
to develop an online procedure to upload digitally signed documents by
Chartered Accountant / Company Secretary / Cost Accountant. In the new
system, it will be possibteupload online documents like annexure attached
to ANF 3B, ANF 3C and ANF 3D, which are at present signed by these
signatories and submitted physically.
Henceforth, hardcopies of applications and specified documents would not
be required to be submitteml RA, saving paper as well as cost and time for
the exporters. To start with, applications under Chapter 3 & 4 of FTP are
being covered (which account for nearly 70% of total applications in DGFT).
As a measure of ease of doing business, landing documents of export
consignment as proofs for notified market can be digitally uploaded in the
following manner:
A Any exporter may upload the scanned copy of Bill of Entry under his
digital signature.
A Stats holders falling in the category of Three Star, Four Star or Five Star
Export House may upload scanned copies of documents.

10.3.2 Online inter-ministerial consultations:

\Y

It is proposed to have Online inteamisterial consultations for approval of
expat of SCOMET items, Norms fixation, Import Authorisations, Export
Authorisation, in a phased manner, with the objective to reduce time for
approval. As a result, there would not be any need to submit hard copies of

documents for these purposes by the ésysor

103.3 Simplification of procedures/processes, digitisation and -governance

Vv

Under EPCG scheme, obtaining and submitting a certificate from an

independent Chartered Engineer, confirming the use of spares, tools,
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refractory and catalysts imported ftinal redemption of EPCG
authorizations has been dispensed with.

V At present, the EPCG Authorisation holders are required to maintain records
for 3 years after redemption of Authorisations. Now the EPCG
Authorization Holders shall be required to maimtiords for a period of
t wo years only. Government 6s endeav
requirement as the relevant records such as ShippingBBI( aee likely to
be available in electronic mode which can be archived and retrieved whenever
requred.

V Exporter Importer Profile: Facility has been created to upload documents in
Exporter/Importer Profile. There will be no need to submit copies of
permanent records/ documents (e.g. IEC, Manufacturing licence, RCMC,
PAN etc.) repeatedly with each agpion, once uploaded.

V Communication with Exporters/Importers: Certain information, like mobile
number, anail address etc. has been added as mandatory fields, in IEC data
base. This information once provided by exporters, would help in better
communicatin with exporters. SMS/ email would be sent to exporters to
inform them about issuance of authorisations or status of their applications.

V Online message exchange with CBDT and MCA: It has been decided to have
on line message exchange with CBDT for PAHN datl with Ministry of
Corporate Affairs for CIN and DIN data. This integration would obviate the
need for seeking information from IEC holders for subsequent
amendments/ updation of data in IEC data base.

V Communication with Committees of DGFT. For fasted paperless
communication with various committees of DGFT, dedicatathile
addresses have been provided to each Norms Committee, Import Committee
and PreShipment Inspection Agency for faster communication.

V Online applications for refunds: Onlinengliof application for refund of
TED is being introduced for which a new ANF has been created.
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10.3.4 Forthcoming e-Governance Initiatives

Vv

DGFT is currently working on the following EDI initiatives:
A Message exchange for transmission of export rewasdfsmmpDGFT

to Customs.
A Message exchange for transmission of Bills of Entry (import details) from
Customs to DGFT.
Online issuance of Export Obligation Discharge Certificate (EODC).
Message exchange with Ministry of Corporate Affairs for CIN & DIN.
Mesage exchange with CBDT for PAN.
Facility to pay application fee using debit card / credit card.

Open API for submission of IEC application.

C> D> > D> >

A Mobile applications for FTP

10.4 Other new Initiatives
10.4.1 New initiatives for EOUs, EHTPs and STPs

\Y,

EOUs, EHTPs, STPs have been allowed to share infrastructural facilities
among themselves. This will enable units to utilize their infrastructural
facilities in an optimum way and avoid duplication of efforts and cost to
create separate infrastructuralifesd in different units.

Inter unit transfer of goods and services have been allowed among EOUSs,
EHTPs, STPs, and BTPs. This will facilitate group of those units which
source inputs centrally in order to obtain bulk discount. This will reduce cost
of transportation, other logistic costs and result in maintaining effective
supply chain.

EOUs have been allowed facility to set up Warehouses near the port of
export. This will help in reducing lead time for delivery of goods and will also
address the issubum-predictability of supply orders.

STP units, EHTP units, software EOUs have been allowed the facility to use
all duty free equipment/goods for training purposes. This will help these
units in developing skills of their employees.

100% EOU units haveeen allowed facility of supply of spares/ components
up to 2% of the value of the manufactured articles to a buyer in domestic

market for the purpose of after sale services.
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V At present, in a period of 5 years EOU units have to achieve Positive Net
Foreign Exchange Earning (NEE) cumulatively. Because of adverse market
condition or any ground of genuine hardship, then such period of 5 years for
NFE completion can be extended by one year.

V Time period for validity of Letter of Permission (LOP) for EOUS/EHTP/
STPI/BTP Units has been revised for faster implementation and monitoring
of projects. Now, LOP will have an initial validity of 2 years to enable the
unit to construct the plant and install the machinery. Further extension can
be granted by the Developrh&ommissioner up to one year. Extension
beyond 3 years of the validity of LOPS, can be granted, in case unit has
completed 2/3rd of activities, including the construction activities.

V At present, EOUsS/EHTP/STPI units are permitted to transfer capitalsgood
to other EOUs, EHTPs, STPs, SEZ units. Now a facility has been provided
that if such transferred capital goods are rejected by the recipient, then the
same can be returned to the supplying unit, without payment of duty.

V A simplified procedure will begprded to fast track the tbending / exit of
the STP/ EHTP units. This will save time for these units and help in
reduction of transaction cost.

V EOUs having physical export turnover of Rs.10 crore and above, have been
allowed the facility of fast trackearances of import and domestic
procurement. They will be allowed fast tract clearances of goods, for export
production, on the basis of pethenticated procurement certificate, issued
by customs / central excise authorities. They will not have to seek
procurement permission for every import consignment.

10.4.2 Facilitating & Encouraging Export of dual use items (SCOMET).

V Validity of SCOMET export authorisatitras been extended from the
present 12 months to 24 months. It will help industry to plan their activity in
an orderly manner and obviate the need to seek revalidation or relaxation
from DGFT.

V Authorisation for repeat orders will be considered on autdmaats subject
to certain conditions.

V Verification of End User Certificate (EUC) is being simplified if SCOMET
item is being exported under Defence Export Offset Policy.
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10.4.3 Facilitating & Encouraging Export of Defence Exports

V Normal export obligain period under advance authorization is 18 months.
Export obligation period for export items falling in the category of defence,
military store, aerospace and nuclear energy shall be 24 months from the date
of issue of authorization or -t&rminus with cetracted duration of the
export order, whichever is later. This provision will help export of defence
items and other high technology items.

V A list of military stores requiring NOC of Department of Defence
Production has been notified by DGFT recentlycommittee has been
formed to create ITC (HS) codes for defence and security items for which
industrial licenses are issued by DIPP.

10.4.4 e.Commerce Exports

V Goods falling in the category of handloom products, books / periodicals,
leather footwear, toymd customized fashion garments, having FOB value
up to Rs.25000 per consignment (finalized ushagrenerce platform) shall
be eligible for benefits under FTP. Such goods can be exported in manual
mode through Foreign Post Offices at New Delhi, Mumbatkednai.

V Export of such goods under Courier Regulations shall be allowed manually
on pilot basis through Airports at Delhi, Mumbai and Chennai as per
appropriate amendments in regulations to be made by Department of
Revenue. Department of Revenue sasiltfack the implementation of EDI

mode at courier terminals.
10.4.5 Duty Exemption

V Imports against Advance Authorization shall also be eligible for exemption
from Transitional Product Specific Safeguard Duty.

V In order to encourage manufacturing oftahgoods in India, import under
EPCG Authorisation Scheme shall not be eligible for exemption from
payment of amtilumping duty, safeguard duty and transitional product

specific safeguard duty.
10.4.6 Additional Ports allowed for Export and import

Calcut Airport, Kerala and Arakonam ICD, Tamil Nadu have been notified as

registered ports for import and export.
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10.4.7 Duty Free Tariff Preference (DFTP) Scheme

India has already extended duty free tariff preference to 33 Least Developed

Countries (LDCs) across the globe. This is being notified under FTP.
10.4.8 Quality complaints and Trade Disputes

V In an endeavour to resolve quality complaints and trade slidpmiteeen
exporters and importers, a new chapter, namely, Chapter on Quality
Complaints and Trade Disputes has been incorporated in the Foreign Trade
Policy.

V For resolving such disputes at a faster pace, a Committee on Quality
Complaints and Trade Dispat(CQCTD) is being constituted in 22 offices
and would have members from EPCs/FIEOs/APEDA/EICs.

10.4.9 Vishakhapatnam and Bhimavaram added as Towns of Export Excellence

Government has already recognized 33 towns as export excellence towns. It has
been @cided to add Vishakhapatham and Bhimavaram in Andhra Pradesh as
towns of export excellence (Product Catégdenfood)

11.0 Expected Outcome of FTP 2012020

Globalization of Indian Economy: The FTP proposed with an aim farepare a framework
for globaltations ofindian economy. This is evident from Weey first objective of the policy,
whichstates. "To accelerate the economy fronideal of economic activities tugh level of
economic activities by making it a gloklaignted vibrant economydaito derivemaximum

benefits from expanding glob@rket opportunities.”

Building the @rand Indiad Today, nations, businesses and people are competing for the same
global share of trade, investment, business and tourism in the backdrop of a ragiitly chan
global context, fragile global economic recovery and newer and faster technologies. Many

countries are allocating huge resources for brand promotion.

A long term branding strategy is required for India to hold its own in this highly competitive
envirmment, not merely to attract consumers but, more importantly, to encourage industry to
position its products in highly discerning markets and to ensure that Brand India becomes

synonymous with high quality.
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All-round Development of Indian Economy:The Foreign Trade Policy 202820 policy
emphasizealtround development of Indian economy by giving due weight age to different

sectors of the economy. That is why. The policy has been described as:

1 Employment Oriented
1 Technology Oriented
1 Growth Oriented

This has also been reflected in its objectives:

1 To facilitate sustained growth in exports.
To stimulate sustained economic growth.

1 To enhance the technological strength and efficiency of Indian agriculture, industry and
services.

1 To generate new employmhepportunities

1 To attain internationally accepted standards of quality.

1 To provide consumers with good quality goods and services at internationally
competitive prices.

Impact on the Indian Industry: In the FTP 20152020 a series of reforms measuags been
introduced in order to give boost to India's industrial growth and generate employment
opportunities in no@gricultural sector. These include the EPCG scheme that enables Indian
firms to import capital goods and is an important step in impitbeirguality and productivity

of the Indian industry.

Implication on Technology Up-gradation: Conversion of Electronic Hardware Technology
Park (EHTP) into zero duty regimes under the ITA (Information Technology Agreement)

Encouragement to setting uprabre units in EHTP.

Liberalization of import and export of samples would encourage product up gradation.
9 Liberalization of EPCG scheme would encourage Indian industries to import capital
goods and improve quality and increase productivity of goods.

1 This would also encourage Indian industries to undertake research and development
programmes and upgrade the quality of their products.

Impact on Agriculture: Manyencouraging steps have been taken iFTRe20152020in

order to give a boost to Indian agricultural sector. These steps includes provision of additional
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SIL of 1 % for export of agro products, allowing BO&hd other units in EPZs in agriculture
sectors to 50% of their output in the domestic tariff Brféa)(on payment of duty.

Implications on Agricultural Sector: Agriculture being the backbone of Indian economy, the
EXIM policy has initiated a series of measures for its growth and development, especially for
promotion of exports from agricultural sector

1 Removal 'of quantitative and packaging restrictions on certain agricultural products and
on export of all cultivated varieties of seed would give a major boost to the export of
these items.

1 Identification of 20fAgricultural Export Zones would help ievélopment of specific
geographical areas for export of specific products.

1 Extension of export obligation fulfilment period from 8 years to 12 years in respect of units
in Agricultural Export Zones.

1 Other measures such as transport subsidy, 3% speedlrBte, would definitely give a

fillip to exports from agricultural sector.

Impact on Foreign Investment:In order to encourage foreign investment in India, the new
FTP has permitted 100% foreign equity participation in the case of 100% EOUs, aetl units s
up in EPZs.

Impact on Quality up gradation: The SIL entitlement of exporters holding ISO 90
certification has been increased from 2% to 5% of the FOB value of exports, which has
encouraged Indian industries to undertake research and developmeningrggaach upgrade

the quality of their products.

Impact on SelfReliance: The New FTP successfully fulfils one of the @sdiang terms
objective of Selfeliance and it has achieved this by encouraging domestic sourcing of raw
materials, in order touild up a strong domestic production base. New incentives added in the
FTP 2018020 have also added benefits to the exporters.
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12.0 Findings

12.1

T

12.2

130
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Simplification and Merger of Reward Semes

Focus Product Scheme, Market Linked Focus Product SchenseMadoet Scheme,

Agri. Infrastructure Incentive Scrip, VKGUY with different kinds of duty scrips with
varying conditions attached to their use have been replaced by a comprehensive single
scheme, namely Merchandise Export from India Scheme (MEIS) w#gpetikc

feature that there would be no conditionality attached to the scrips issued under MEIS
Served From India Scheme (SFIS) has been replaced with Service Exports from India
Scheme (SEIS). SEIS provides for rewards to Service providers of notifes! sdro

are providing services from India, regardless of the constitution or profile of the service
provider. The duty credit scrip would no longer be with actual user condition and the
scrips and the goods imported there under will be freely traesfBedtits would be

eligible for CENVAT credit or drawback.

Scrips issued under Exports from India Schemes can be used for the payment of
Customs duty, Excise duty and Service tax. The benefits under MEIS and SEIS has been
extended to SEZ units as well

New criteria for export performance for recognition of status holder have been
prescribed in terms of US dollar earnings instead of Rupees Earning. The facility of self
certification has been granted to the status holders in specified situations

Steps tovards Make in India Initiatives

Reduced Export Obligation (up to 75%)for Capital goods procured domestically
Import under EPCG Authorisation Scheme not be eligible for exemption from payment
of anttdumping duty, safeguard duty and transitional prodedispafeguard duty.

Higher reward under MEIS for labour incentive sectors and the products with high
domestic content and more value addition in India

Trade Facilitation and Easeof Doing Business

Online filing of documents/ applications and Pagsrrade in 24x7 environment
Online interministerial consultations:
Simplification of procedures/processes, digitisation-godegnance

DGFT is working on more forthcomingG®vernance Initiatives
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140 Trade Restrictions
SCOMET List

1 The validity of SCOMET export authorisation has been extended from the present 12
months to 24 months, which will obviate the need to seek revalidation of the same

1 Authorisations for repeat orders will be considered on automatic basis subject to certain
conditions. This will considerably ease the timeline and procedure for regular / recurrent
exports of items falling under the SCOMET List.

1 The verification of End User Certificate (EUC) will be simplified for SCOMET items
exported under Defence Export OffBeticy.

ITC (HS)

T Further to the |ist of -Omj ectaogmp €E€eptebia
Department of Defence

1 Production which has been notified by DGFT recently vide Notification No. 115 (RE
2013)/2002014 dated 13.03.2015, a commiteeebeen formed to create ITC (HS)
codes for defence and security items for which industrial licenses are issued by the

Department of Defence Production.
Country-specific restrictions

T Notwithstanding the policy onofthedTCHS), and r
the import / export of ©o6arms and rel ated
of 6arms and related materialdé to the Gov
obtaining 6No Objection CefenteiPfoductioant e f r om

1 While this provision was in effect previously as well, the reference to Chapter 93 of the
ITC (HS) was removed in 2014, but has now bdastated.

Other Initiatives

New initiatives for EOUs, EHTPs and STPs

1 EOUs, EHTPs, STPs have beelowed to share infrastructural facilities among

themselves

1 Inter unit transfer of goods and services have been allowed among EOUs, EHTPs,
STPs, and BTPs

1 EOUs have been allowed facility to set up Warehouses near the port of export
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15.0

100% EOU units have beahowed facility of supply of spares/ components up to 2%

of the value of the manufactured articles to a buyer in domestic market for the purpose
of after sale service

In case of adverse market condition or any ground of genuine hardship, the period of 5
years for NFE completion can be extended by one year.

Return of Capital goods without payment of duty if the transferred capital goods are
rejected by the recipient

A simplified procedure will be provided to fast track tHedding / exit of the STP/

EHTP units.

The facility of fast track clearances of import and domestic procurement for EOUs
having physical export turnover of Rs. 10 Crores and above.

Goods falling in the category of handloom products, books / periodicals, leather
footwear, toys and custized fashion garments, having FOB value up to Rs.25000 per
consignment (finalized usingd&mmerce platform) shall be eligible for benefits under
FTP

Export of such goods under Courier Regulations shall be allowed manually at specified
ports

Imports agaist Advance Authorization shall also be eligible for exemption from
Transitional Product Specific Safeguard Duty.

In an endeavour to resolve quality complaints and trade disputes, between exporters and
importers, a new chapter, namely, Chapter on Qualtigl&nts and Trade Disputes

has been incorporated in the Foreign Trade Policy. For resolving such disputes at a faster
pace, a Committee on Quality Complaints and 18 Trade Disputes (CQCTD) is being
constituted in 22 offices and would have members from/HEOs/APEDA/EICs.

Suggestions

Indiads hightech exports should not rely only on domestic technical capabilities and local
human capital, but must rely on assembly oftéahcomponents into final products.

Indian economy should be fully openriernational trade and FDI. India should make
efforts to sign Bilateral and Multilateral trade agreements with more counties and
economic groups in order to increase export.

The government of India must frame such policies which induces the promotions of

exports from all the sectors of the economy.
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1 Financial assistance can be given for adoption Production, Machinery, Raw materials,
Marketing etc. for the improving the textile production.

1 The Commerce Ministry should construct a sound EXIM policy wHiclead to
economic stability and more emphasis should be given to

V Make in India
V Digital India
V Skills India

V Ease of doing Business

1 India should have to search for new countries for export growth and scope.

160 Conclusion

A foreign trade policy annovation in global business era because these policies can help to
growth of the country economic as well political relations. Which reveals about the importance
of I ndi ads foreign trade policies 1ineigpl obal
trade with other countries as well as I ndia
growth of business? In this global era of business these policies role is most important and such
a policies needs more efficiency and updated while mad#lingy@ementing the present
situation.FTP 20182020 includes various new initiative, proviaiah procedure to provide

better condition and easefameign trade. It sets the objective to achieve or in¢cheaganual

| evel of t he c dillomdadlayby 2020e Ik viallomrake our torei@nr@de share

from 2% (now) to 3.5% in 2020. New FTP (2@020) providdive year vision to increase our

foreign trade, after 2y®ar the midterm policy review will made in place of gapgiement

policy made in previously policies throudklS and SEIS scheme various new initiative is
introduceto provide ease in trade and in procedure. FTP makeéson to encourage-E
Commerce and SEdevelopment. In totality it makes all plan and proceduneproveour

foreign trade.
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A Model on Stock Price Behaviour
using Geometric Brownian Motion

Jamil Saudagar

Abstract

Modelling stock price behaviour has always been an area of interest for academicians and mark
Whilethe more traditional method has been to use fundamental analysis or technical analysis t
movement of stock price, a lot of work has also been done in using quantitative tools to predict tl
stock prices.

This paper applies tbeptah Geometric Brownian Motion to model the stock price behaviour.

Key Words.Geometric Brownian Motion, Random Walk, stock price behaviour

1.0 Introduction

The methodology adopted to model stock price behaviour can be categorized in to three broad
areas

1) The Fundamental Approach
2) The Technical Approach and
3) The Quantitative Approach.

The fundamental approach tries to determine the intrinsic value of the asset which is reflected in
its earning potential. The earning potential is further dagemabn the economy, the sectoral
outlook, company specific factors etc. A careful study of these factors helps the analyst
determine the intrinsic value of the asset. A technical analyst, on the other hand, has a
completely different approach. He beldahat the price of an asset moves in a pattern and the
historical behaviour of the asset provides all the answer that is required to predict the future
movement of the asset / stock.

oChartist theories and telprevintehfte markeppfofedsianal cred noe

a large extent teachers of finance. Historically, however there has been a large body of academic
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economists and statisticians, who adhere to a radically different approathh® thesketoanalysis
random wal ks in stoc-lOctoherd¥®t prices. d (Fama,

The Quantitative Approach utilises statistical / mathematical tools to model asset price
behaviour. The random walk theory is a part of this approach. The area of facussa
research on the theory of random walk is concerned has been to test the independence of
successive price changes (Fama, Septer@mtober 1965). Therefore, if there is a market
where the successive price changes are independent and havensbipelaith earlier prices

of the asset then that market qualifies as a random walk market. This paper demonstrates the
approach to create a random walk model and test the behaviour of the model with a few stock

prices.

2.0 Objectives

To build an MExcel tool (model).

1 To demonstrate the application of the technique in modeling stock price behaviour.

3.0 Research Methodology

The research is based on understanding the conégpbmktric Brownian motioifhe paper
focuses on applying this technituenodel stock price behaviolihe key assumptions for this
model aréSengupta, 2010)

(Stock prices exhibit the following properties under continuous time valuation)

1 Change in stock price is continuous in time and in value. This basically mdans that t
price of the stock is changing continuously -tigya

T The stockds price history is irrelevant,
assumption S t h-or moar &t sciagnet oawed k hi s
information does not impacittire movement of a share price.

1 The short term return distribution is assumed to be independent and identically
distributed (normal distribution).

1 The price of the share is lognormally distributed since the stock price cannot be less than
zero.

1 Since theshare price is lognormal, therefore, the continuously compounded returns

would follow a normal distribution.

The Geometric Brownian Motion (GBM) for stocks is captured in the following equation:
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W'Y .
WX %ot w8, Vwo

The 60!td iscdampeormderterimm nilseé i equati on. 0606 i
the stock over a short time period O6!t2d. TF

component. If the second component did not exist the stock would grow continuously by the

first compment over ti me. The second component IS
over time period 6td, a random draw from a s
of time.

The price data is picked up from http://finance.yahoo.com/ and thesicom the National
Stock Exchange. The time period for the data is from 0lst Jah@@Mi&an 2016. The choice
of data frame is to demonstrate the impact of random walk on the price movement of shares.

4.0 Literature Review

There has been extengigesearch in the area of Efficient Market Hypothesis and Random Walk
Hypothesis starting with (Bachelier, 1900) and (Working, 1934). (Fama, Seetober
1965) paper on capital market efficiency.

(Mishra, July September, 2013) in his papertiieBandom Wal k Behaviour
Mar ket 6 tests the Indian mar ket with data f|
January 2008 to MMarch 2013. He has used run and unit root tests (Augmented Dickey
Fuller, Phillips and Perron Test, KPS§ tedest the randomness in the stock price movement.

He concludes that the Indian stock market does not follow a random walk.

Similarly, Janes DO6Souza and T Mallikarjunap
tried to examine the randomnasshie Indian Stock Markets. They have used the daily data of
Bombay Stock Exchange (BEBY index based companies over a 22 year period starting from
January 1991 to December 2012. They have employed runs test, augmenéd!Bictest

(ADF) Test, PhiipsoPerron test (PP) test, autocorrelation test and generalized autoregressive
conditional heteroscedasticity (GARCH) (1, 1) model to conclude that the Indian markets are
not weak form efficient and therefore there are windows of opportunities fertvdzefit.

All the related papers mentioned above considers a longer time frame for their empirical

assessment and therefore were able to forecast the movement of stock price using their
respective models. This paper deviates from the existing ¢teeshioite of data span and tries

to infer whether this using Geometric Brownian Motion can successfully forecast the movement

of share price.
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5.0 Limitations / Assumptions of the Model

Typically, higher the number of trials, the greater is the accutheyregult. But since the

model is created in MS Excel, the maximum allowable trials are restricted to 1000. This,
however, does not mean that MS Excel cannot support more trials, the limit is meant to restrict
the processing tim@he model assumes thenmber of trading days to be 23Be model

assumedailymean return and volatilify .

6.0 Model Construction
A step by step model construction process is listed below :

The model has only one sheet (the input sheet) where all the parameters fdeltla@emo
entered. The sheet is divided into three parts. The input area, the output table and the price
chart. The input area captures the following parameters :

Stock Price Simulation - Geometric Brownian Motion

Trading Days 250  Simulate For (days) [
Scrip HDFC Bank Ltd Path (#) 5
Current Price (P,) 1708.77  Trials (per day) 20
Expected Rate of Return 1.06%  Start Date
Stock Volatility 1.84% End Date

Figure8: The Input Area

Trading days are assumed to be 250. &ptpres the name of the company, while current

price is the price of the stock on the basis of which we want to forecast the price. Expected Rate
of Return is the daily mean return of the stock, Stock Volatility is the daily volatility of the stock.
0OSuimate for (days)dé tries to capture the nu
oPath #6 captures the number of paths that n
for generating the daily forecast price for a given stock is to gengtigle possible values

through simulation and then average this price set for determining the value. The number of
simulation runs, for each price point, I S Cé
Dated and o0End DanaedatorywfieldsiamditHe eiser canreater the starting

period and the ending period for the price data.

The model also has a simulate button. The simulate button activates the process of generating

the price points.
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The Process

Once the process starts, prece, daily mean return and the daily volatility is picked up

and the following formula is applied :
price * (1+(mean return * (30/250) + (stock volatility * Random Seed * SQRT(30/250))))

where, random seed is a draw from the standard normal distabdtibis is generated

using the following two equations:
a = Rnd(Application.WorksheetFunction.RandBetween(0, 1))

random seed = Application.WorksheetFunction.NormSinv(a)

This equation is applied 6nd number of
simuhtions and then the average of this price vector is taken to generate the price point.

This process i s repeated O6yd ti mes where

7.0 Conclusion

The random walk for 4 stocks is shown below with the actual closinggBaeosasible price

paths in the below table and chart.

HDFC Bank :
Actual Price Path
Date Closing 1 Price Path 2 Price Path 3 Price Path 4 Price Path §
Price

Fri,02Janr2016 1088.75 1088.75 | 1088.75 1088.75 1088.75 1088.75
Mon,04Jar2016 | 1070.50 1064.84 | 1042.10 1098.68 1038.81 1076.77
Tue,08Jar2016 1062.40 1058.66 | 1022.53 1072.98 1016.52 1056.91

Wed,06Jan2016 | 1067.10 1024.37 | 996.91 1034.74 986.32 1035.54
Thu,07Jan2016 1056.20 1014.59 | 968.23 1032.02 979.92 1006.45
Fri,08Janr2016 1062.35 992.66 964.97 1003.76 1006.27 1019.40

Table38: HDFC Bank (NSE), Period :Jaiz2016 to 08Jarr2016
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HDFC Bank Ltd.
1100.00
1070.00
1040.00
1010.00
980.00
050.00 Actual Price == == == Price Path 1 Price Path 2
920.00 o= wm mm Price Path 3 == = = Price Path 4 Price Path 5
01-Jan-2016 02-Jan-2016 03-Jan-2016 04-lan-2016 05-Jan-2016 O06-Jan-2016 07-Jan-2016 O08-lan-2016
Figure9 : HDFC Price Chart (Actual and Forecasted)
TATA Steel
Actual
Date Closing | Price Path 1 PricePath 2| Price Path 3 Price Path 4 Price Path §
Price
Fri,0:Jan2016 257.40 257.40 257.40 257.40 257.40 257.40
Mon,04Jar2016 256.90 281.90 282.54 272.07 281.21 269.65
Tue,05Jan2016 274.30 311.20 292.40 269.06 281.49 289.79
Wed,06Jan2016 268.75 325.17 316.91 282.32 293.55 303.91
Thu,07Jan2016 249.90 339.18 315.96 291.69 310.45 321.08
Fri,08Jan2016 253.60 354.99 342.73 303.50 323.35 318.77
Table39: TATA Steel (NSE), Period -IHr2016 to 08Jan2016
TATA Steel Ltd
370.00
340.00 ____..-*-'"""
310.00 ',.-—"""" _____..--""'_'i
280.00 _______...--_:"-'_:-e--—"::::""'-#ﬂ
250.00 : -‘_,a.;ual Price = == Price Path 1 ﬁj—-\———_‘
220,00 = == == Price Path3 == == Price Path 4 Price Path 5
01-Jan-2016 02-Jan-2016 03-Jan-2016 04-lan-2016 05-Jan-2016 O0O6-Jan-2016 07-lan-2016 0B-lan-2016

Reliance Industries

Figure10: TATA Steel Price Chart (Actual and Forecasted)

Date AI‘:,CrtigZI Price Path 1 Price Path 2 Price Path 3 Price Path 4 Price Path 5
Fri,0:Janr2016 1009.80 1009.80 1009.80 1009.80 1009.80 1009.80
Mon,04Jar2016 1005.00 1009.23 988.72 950.81 982.80 977.91
Tue,058Jan2016 1000.60 1019.99 958.77 943.31 966.11 978.27
Wed,06Jan2016 1007.60 990.22 954 .56 933.49 951.19 939.34
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Thu,07Jan2016 1021.05 990.68 938.80 926.30 919.93 910.31

Fri,08Janr2016 1020.00 956.15 924.39 910.28 917.90 900.42

Table40: Reliance Industries (NSE), Period -IHr2016 to 08Jan2016

Reliance Industries Ltd.

- __._._._..-—"'""_—_
) T e S T -
lDDDDD .‘-'-‘:: qqqqqqqqq '.."' —————— -

-""'l-.., _____ as "u“‘
o970.00 '--.,_._“ T=ola ) h""-.
‘‘‘‘‘‘‘ ---.“
540.00 SemesIalsllce
L —

910.00 ==
BE0.00 Actual Price = = = Price Path 1 Price Path 2
850.00 == == = Price Path3 = = = Price Path 4 Price Path 5

01-Jan-2016 02-Jan-2016 03-Jan-2016 04-Jan-2016 05-Jan-2016 06-lan-2016 07-lan-2016 08-lan-2016
Figurell: Reliance Industries Price Chart (Actual and Forecasted)

Hindustan Unilever Ltd

Actual
Date Closing | Price Path 1 Price Path 2 Price Path 3 Price Path 4 Price Path §
Price
Fri,0:Jan2016 856.55 856.55 856.55 856.55 856.55 856.55
Mon,04Janr2016 859.00 883.77 864.69 848.17 863.60 860.65
Tue,05Jar2016 847.95 880.85 864.51 843.63 847.33 857.21
Wed,06Jan2016 843.05 894.32 879.63 861.95 846.47 869.12
Thu,07Jan2016 820.25 903.38 879.86 863.45 829.02 884.51
Fri,08Jan2016 809.85 909.12 876.43 860.30 828.87 895.46

Table41 : Hindustan Unilever Ltd. (NSE), Period -84nr2016 to 08Jan2016

Hindustan Unilever Ltd.

S20.00
rmmm—-——
89000 -#’_____..-
------ -
.,..--l-"'"""-‘.‘- -

860.00 R LA T T T 1 1 & _ e —mm—
BI000 N S

Actual Price == == = Price Path 1 Price Path 2
800.00 = == Price Path3 === Price Path4 Price Path 5

01-lan-2016 02-lan-2016 03-lan-2016 O04-lan-2016 05-Jan-2016 O0&-lan-2016 07-lan-2016 O0B-lan-2016

Figure12: Hindustan Unilever Ltd. Price Chart (Actual and Forecasted)

A method to pick up sectors / stocks is not really necessary to demonstrate the sise of thi
model, therefore, the above 4 stocks have been picked up randomly from 4 random sectors.
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The above tables / charts capture 5 independent price paths for each of the stock.

8.0 Significance of the model

This model can be used as an auxiliary tool witbtlagryestablished methodology to predict
stock price behaviour. However, this tool should only be used to forecast price behaviour for a
short period and only in markets which are efficient because stock prices exhibit randomness

only in these markets.
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Tata Value Homes:
A Pioneering Business Modeto Engage Home Shoppers

Satish Rajamani

Case Study

1.0 Introduction

|l ndi ans strongly believe in this adage ©O06Home
of buying a house is painstaking. In a country wheeteome purchase laws are as diverse as its
people the average Indian has a rather painful experience to make the expensive and precious
purchase of his or her life. In addition the competition in the real estate space to put it mildly is
extremely fierceNhether it be offline or online real estate companies across the country are

constantly jostling for a personds attention

lead.

Numerous studiésndicate that the online medium plays a pivotalinokhe home buying
process of people. Whether it be researching on a brand or consulting with testimonials, the web

is today the one stop shop for everything realty.

In fact more than 85% of users search online whenat@sgaior a new home in India

72%

75

68%

70
65 60%
60

55

50

Exhibit13: Influence of online on real estate sales over three years (2042. Source: Based on proprietary database
maintained by Tata Value Homes

Tata Value Homes (henceforth)y H) didndt just tarntgumedthehi s p

market on its head and created an innovative and aggressive route to reaehsdhe @ith

1See , for example : http://www.realtor.org/sites/default/files/SdigytatHouseHunt-201301_1.pdf
2Now it has risen to about 90% (ibid.)
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internet penetration rapidly increasing (especially in tier 2 cifieshteemedium is only set to
burgeon vi'©avis' the brick and mortaession. Thus, in order to compete effectively in an
increasingly digital world by catering to a rapidly developing upwardly mobile audience, Tata
Value Homes decided to make digital the basis of its businessomtimexce its preferred

mode of selling hoes; a radical thought for a relatively new player. However as a new player
trying a new medium, TVH faced the challenges of having limited budgets to work with. TVH

needed to identify how TVH could maximize the results with minimum spends.
About Tata Vdue Home Limited

Tata Value Homes Limited (henceforth, TVH), a 100% subsidiary of Tata Housing
Development Company Limited (henceforth, Tata Housing) was established in 2010. The firm
was established to focus on value and affordable housing provider.

Tata Housing, the parent company of TVH was established in 1984. It is a closely held public
limited company and is affiliated to TATA Sons Lirhited

The firm was revived in 2006 under a restructuring drive and has grown exponentially since. It
has establigld itself as the fastest growing real estate developers in India. The firm boasts of 70
million sq.ft under various stages of planning and execution and an additional 19 million sq.ft of
estate in the pipeline (2013 figures).Tata Housing has develogmdatomeof quality
construction, ethical and transparent business practices amongst the industry peers.

At present , Tata Housing is engaged i n devel
basedd projects i n maj orrtodahe dntirendpectral ofmmittomers 1 n
and project itself as a comprehensive real estate developer of choice, the company straddles
across all buyer segments from value to luxury housing, by offering home solutions products
ranging from Rs. 5 lakhs to feaen crores.

Tata Housing has over 650 employees, and has presence in Mumbai, Lonavala, Talegaon, Pune,
Ahmedabad Goa, Gurgaon, Chandigarh, Bengaluru, Chennai, Kolkata and Bhubaneswar. The
company is now in the process of expanding its footprints topaitierof India across tier |

3Source | ndi ads urban awakening: Building inclusive citi
April 2010 (available at : www.mckinsey.com/mgi).

4 TATA Sons Limited holds 99.86% of equity share capital of the company. Source: http://vese/.busin
standard.com/content/specials/tataluehomeslaunchegxclusivenlineoffersfor-its-projectsin-bangalore
andchennail14072200353_1.html
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and Il cities Recently, the firm ventured into foreign markets like Maldives and is exploring
other markets that includes Sri Lanka and South Asian countries.

TVHL has introduced two pdndia brandsd Shubh GrihgValue Homes) and New Haven
(Affordable Homes), which has been aggressively promoted through various &ipaimtels

and digital. The company took to the digital media with vigor and the focal point of its client
offerings.

Testing the waters

The focus s to derive at an optimum (advertisement to sale$ catid)S ratio which would
justify the usage of online medium. TVH also decided to apply the AIDA (henceforth,
Attention, Interest, Desire and Action) model to evaluate the various aspectstoncoedés

the desired effect of swiping homes online.

Website Visitors - /Awareness

— Interest

Compelling Offer -

Leads Desire

Lead )
Nurturing

Action

Leads Converted = Customers = Sales

Exhibit 3: the figure shows the application of AIDA model to the Digital World. TVH took great emphasis on customer
awareness and converting the leads generated to sales.

To accomplish this objectivEByH partnered with Google for their inaugural online shopping
festival. TVH ensured that the desired reach should lead to client awareness and will drive traffic
to the portal. This innovative experiment was conducted with the aim to determine the viabili

of this medium in the long run and also help the firm get more insights to fine tune the schemes
and experiential design for effective revenue generation in future.

The challenge was how do TVH identify the sweet spot for online transactions? TRdH this,
did multiple focus group studies for primary research across major cities where their properties

were based including Chennai, Mumbai, Bangalore, Ahmedabad and Pune. Also, the company

5 http://content.magicbricks.com/industnews/industnbuzz/delhincrindustrybuzz/tatahousingexpandsts-
presencén-ncr/71875.html

6 A measurement of the effectiveness of an advertising campaign calculated by dividing total advertising expenses by
sales revenue. (Source: AdvertiBn§ales Ratio Definition | Investopedia)
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combined this with syndicated research on online customer behawiwetat certain nuances
which was not viable following the brick and mortar way of reaching the clients.

For instance, the industry standard for initial booking amount was Rs. 1, 00,000 (appox) under
physical transaction. But going by the tread, thutdvbe a very high amount for an online

transaction (refer Exhibit 4 for details).

380,000.00
370,000.00
Electronics,
365,000.00
360,000.00
350,000.00
340,000.00
330,000.00
Home and
. Furnishing, 3
%26,06000 Healthcare, 22,000.00
16,000.00 ooks, 314,000.00
$10,000.00 Apparels Baby Products, d Personal
AccessorieS™ 8,000.00 are, 38,000.00
20.00 6,000.00
-1 0 2 3 4 5 6 7 8 9
-X10,000.00

Exhibit 4 : the graph shows the result of focus group on highest value transacted online with volume. This study was
done among 500 participants who have transacted omdito the same of more than INR 50,000. (source: Proprietary
research).

Continuing with the research across territory where all Tata Value Homes was present,
management identified that the proverbial average sweet spot for online transactions for Indian
purchasers is INR 30000.

TVH used the above insight and created an even better offer in (Great Online Shopping
Festival) GOSF 2013

7Source : https://tatahousinggosf-tvh/
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WHAT CAN YOU BUY IN WHAT IF

= 20,0007 | I
AT THE
SAME PRICE?

CLICK AND
BOOKA
HOME ONLY

FESTIVAL | eeees

Boo

‘ Yoy

Book a home online for Rs. 20,000 only with an exclusive 30:70 offer
GOSF (GreaOnline Shopping Festival).

Exhibit 5 : The above pictoral depiction of the advertisement shows that how TVH used AIDA model successfully along
with in house research wherein they were abte determine the online price that would attract the online purchasers (
here it was quoted as low as 20,000 with an exclusive offer to make 30% of the payment now and become the proud
owner of a home).

This campaign created tremendous impetus to thelsateand also provided insights into the
behavior of consumers. Company was able to formulate very useafgtdasawhich were
useful for future course of action. TVH also saw a very low A/S g&t®04, which was
commendably lower than the coniamal business model.

Quantifying the Consumer Behavior

Now that TVH tasted success in the digital space, the belief in the medium grew even stronger.
TVH conducted a detailed rigorous analysis of the following:

8 A/S ratio is (Advertising cost/sales revenue)
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