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If	you're	a	beginner	looking	to	grasp	the	fundamentals	of	the	Indian	stock	market,	this	step-by-step	guide	will	be	your	gateway	to	starting	your	trading	journey.	As	someone	who	has	navigated	through	similar	uncertainty	when	I	first	began	in	2009-10,	I	understand	the	plethora	of	questions	that	come	with	being	new	to	the	game.	In	this	guide,	I	aim	to
address	every	aspect	a	beginner	should	know	before	investing	or	trading.	Please	note	that	understanding	the	intricacies	of	the	stock	market	won't	be	an	overnight	process;	it's	not	a	"quick	rich	scheme."	Patience	and	dedication	are	key.	Before	we	dive	into	the	why,	let's	start	with	an	example	of	investing	through	a	Systematic	Investment	Fund	(SIP),
which	is	ideal	for	beginners	looking	to	dip	their	toes	into	the	market.	Meet	Krishna,	Dani,	and	Kuldeep,	three	friends	who	started	working	in	2009	at	the	age	of	25.	All	from	the	same	age	group,	they	were	close	friends	who	decided	to	stay	together	and	enjoy	each	other's	company.	They	planned	to	work	until	retirement	but	needed	a	substantial	amount
of	capital	to	start	their	own	organization.	To	achieve	this,	they	saved	money	from	their	salaries	and	invested	it	in	mutual	fund	schemes	until	they	reached	40.	However,	young	people	often	prioritize	short-term	gratification	over	long-term	savings	and	investments.	Krishna	took	the	first	step	by	starting	a	monthly	SIP	with	Rs.3000.	Meanwhile,	Dani	and
Kuldeep	were	busy	with	their	lives,	but	when	Krishna	brought	up	their	future	plans,	Dani	realized	he	had	been	putting	off	saving	and	investing	until	his	30s.	Krishna	shared	his	experience	with	Dani,	who	then	began	investing	Rs.4000	per	month.	Five	years	later,	Krishna	again	discussed	their	plans	with	Dani,	who	claimed	to	have	started	investing	just
as	much	as	Krishna	was.	Kuldeep	felt	embarrassed	but	promised	himself	he	would	start	now	and	invest	more	than	both	of	them.	Kuldeep	soon	began	a	monthly	SIP	of	Rs.7000.	As	the	trio	approached	40,	they	decided	to	withdraw	their	investments	and	use	it	to	establish	their	dream	company.	As	time	goes	by,	with	an	average	return	of	12%	on
investments,	it's	essential	to	understand	how	compounding	can	work	in	your	favor.	The	power	of	early	investing	is	clear,	as	seen	in	the	graph	below.	Even	small	differences	in	investment	amounts	can	lead	to	significant	variations	in	returns.	This	highlights	the	importance	of	starting	early	and	consistently	investing.	Now	that	we've	covered	why
investing	is	crucial,	let's	move	on	to	understanding	how	you,	as	a	beginner,	can	start	trading	and	investing	in	the	stock	market.	To	get	started,	I	recommend	checking	out	this	broker	or	using	the	link	below	to	open	an	account	free	of	cost.	Before	diving	into	technical	aspects,	it's	vital	to	understand	the	history	of	the	Indian	stock	market.	The	oldest
stock	exchange	in	Asia,	the	Bombay	Stock	Exchange	(BSE),	has	its	roots	dating	back	to	1854.	Over	time,	exchanges	like	Ahmedabad	Stock	Exchange,	Calcutta	Stock	Exchange,	and	Chennai	Stock	Exchange	emerged	but	eventually	closed	due	to	a	lack	of	trades.	Now	that	we've	covered	the	history	of	Indian	stock	markets,	let's	focus	on	the	current
phase.	As	a	beginner,	it's	essential	to	understand	the	difference	between	share	market	and	stock	market.	The	share	market	is	where	shares	are	traded	or	issued,	whereas	the	stock	market	encompasses	trading	of	shares,	derivatives,	bonds,	commodities,	mutual	funds,	and	more.	There	are	two	types	of	share	markets:	primary	and	secondary.	Two
prominent	stock	exchanges	in	India	are	the	NSE	(National	Stock	Exchange)	and	the	BSE	(Bombay	Stock	Exchange).	The	capital-raising	process	typically	involves	the	primary	market	and	secondary	market.	In	the	primary	market,	companies	register	to	issue	shares	and	raise	funds	from	investors,	with	the	initial	public	offering	(IPO)	being	the	first
issuance	of	shares	for	this	purpose.	This	listing	allows	trading	on	stock	exchanges	like	NSE	or	BSE.	Once	shares	are	sold	in	the	primary	market,	they	enter	the	secondary	market,	where	traders	can	buy	and	sell	shares	as	they	see	fit.	Investors	rely	on	brokers	to	facilitate	trades	based	on	their	advice.	The	Securities	Exchange	Board	of	India	(SEBI)
oversees	both	markets,	ensuring	that	investors	benefit	from	safe	and	transparent	dealings.	SEBI	regulates	the	market	to	prevent	unhealthy	practices,	such	as	those	seen	in	cases	like	Harshad	Mehta's	1992	scam	or	Satyam	computers'	2009	scandal.	Let's	discuss	stockbrokers,	who	play	a	crucial	role	in	facilitating	trades.	A	stockbroker	is	an
organization	registered	with	SEBI	and	licensed	to	provide	services	to	individual	traders	or	investors.	They	offer	trading	and	demat	account	opening	services,	which	will	be	addressed	separately.	To	start	trading	and	investing	today,	you	don't	need	to	visit	the	National	Stock	Exchange's	office;	instead,	look	for	a	broker	online	or	locally.	You	can	also
open	a	free	trading/demat/mutual	fund	account	online	with	this	recommended	broker	or	by	using	the	provided	link.	Simply	link	your	Aadhar	card	to	your	mobile	number	and	pancard,	and	you'll	be	able	to	apply	hassle-free.	Brokers	help	execute	buy	and	sell	trades,	providing	login	credentials	for	their	respective	platforms.	Alternatively,	you	can	instruct
them	to	place	orders	on	your	behalf	if	you're	not	tech-savvy	or	short	on	time.	Demat	and	Trading	Accounts:	A	Beginner's	Guide	to	Indian	Stock	Market	Understanding	the	difference	between	demat	and	trading	accounts	is	crucial	for	new	investors	in	the	Indian	stock	market.	While	both	have	distinct	purposes,	they	are	essential	components	of	a
successful	investment	strategy.	Trading	Account	Role:	A	trading	account	serves	as	a	platform	where	buy	and	sell	orders	are	executed.	Once	a	trade	is	completed,	the	shares	are	moved	to	a	demat	account	for	storage.	Demat	Account	Role:	A	demat	account	stores	shares	electronically,	allowing	investors	to	easily	sell	them	in	the	future.	This	facility
enables	seamless	buying	and	selling	of	shares	without	physical	transfer.	Key	Points:	*	There	are	two	primary	depositories	in	India:	National	Securities	Depository	Limited	(NSDL)	and	Central	Depository	Services	(India)	Limited	(CDSL).	*	Both	depositories	offer	similar	services	and	do	not	differ	significantly	in	terms	of	operation	or	quality.	*	Investors
can	open	a	demat	account	through	their	broker,	eliminating	the	need	to	interact	directly	with	the	depository.	*	The	Indian	stock	exchange	provides	a	platform	for	investors	and	traders	to	participate	in	various	financial	products.	OTC	Market:	The	over-the-counter	(OTC)	market	is	an	informal	and	less	regulated	venue	where	stocks	that	do	not	meet
listing	requirements	can	be	traded.	OTC-traded	shares	are	typically	associated	with	smaller,	riskier	companies,	such	as	penny	stocks.	Basics	of	Indian	Stock	Exchange:	*	The	stock	exchange	facilitates	investment	in	financial	products	like	stocks,	bonds,	commodities,	currencies,	derivatives,	and	more.	*	It	provides	a	platform	for	investors	to	participate
in	various	financial	products	according	to	their	preferences.	There	are	five	major	stock	exchanges	in	India,	with	National	Stock	Exchange	of	India	(NSE)	Ltd.	and	BSE	Ltd.	being	two	of	the	most	prominent	ones.	The	others	include	Indian	Commodity	Exchange	Limited	(ICEX),	Multi	Commodity	Exchange	of	India	Ltd.	(MCX),	and	National	Commodity	&
Derivatives	Exchange	Ltd.	(NCDEX).	These	exchanges	offer	various	financial	products,	but	for	beginners,	it's	best	to	start	with	basics	like	understanding	equity.	Equity,	in	simple	terms,	is	about	ownership	or	shares	of	a	company.	The	amount	of	capital	contributed	by	the	owners	minus	total	liabilities	gives	you	the	equity	value.	For	example,	if	someone
owns	1000	shares	out	of	100000,	they	own	1%	of	that	company.	In	real	estate,	equity	refers	to	the	difference	between	an	asset's	market	value	and	its	debt.	To	understand	how	stock	markets	work,	it's	essential	to	grasp	the	basics	of	assets	and	liabilities	first.	An	asset	is	anything	with	economic	value	that	someone	owns,	like	a	house	or	shares.
Liabilities	are	debts	or	credits,	such	as	loans	or	bills,	for	which	someone	is	responsible.	The	focus	will	be	on	equity	(shares)	for	now,	especially	since	equities	involve	buying	and	selling	shares	in	a	company,	making	it	the	best	starting	point	for	beginners	who	aim	to	earn	money	through	trading	and	investing	in	the	stock	market.	Knowing	what	equities
are,	their	types,	how	they	work	within	companies,	and	their	importance	in	the	financial	world	will	be	the	initial	steps	in	this	journey.	basics	of	ipo	is	a	process	where	company	issues	shares	to	investors	institutional	or	retail	through	an	initial	public	offering	this	allows	common	people	to	invest	in	the	company	by	giving	individual	money	when	company
decides	to	file	for	an	ipo	it	will	issue	shares	with	a	predetermined	price	band	rs	50	100	200	etc	investors	who	think	the	company	worth	investing	they	apply	for	its	ipo	this	money	helps	companies	in	various	ways	such	as	growth	and	expansion	reducing	debt	and	increasing	credibility	Investing	in	the	stock	market	can	seem	daunting,	but	it's	essential	to
have	a	basic	understanding	before	diving	in.	Think	of	it	like	playing	cricket	or	any	other	game	-	you	need	to	experience	it	firsthand	to	appreciate	its	complexities.	Start	by	reading	top-notch	material,	blogs,	and	websites	like	Moneycontain	to	enhance	your	knowledge.	Next,	open	a	trading	and	demat	account	with	a	reputable	broker.	You	can	check	out
this	broker's	profile	or	use	the	provided	link	to	sign	up	for	free.	Once	you've	got	your	account	set	up,	start	investing	in	stocks,	FNO,	commodities,	currencies,	ETFs,	SGB,	IPOs,	gold,	and	more	products.	However,	be	cautious	and	don't	invest	with	little	money	until	you've	gained	sufficient	knowledge.	The	phrase	"For	learning	there	is	no	limit"	holds
true	here.	We'll	cover	the	basics	of	trading,	different	order	types,	and	how	to	place	trades	in	a	live	market.	First,	let's	explore	two	main	types	of	trading	in	the	stock	market.	but	over	time,	a	beginner	should	focus	only	on	equity	for	now.	You	can	buy	or	sell	shares	even	for	a	brief	moment	before	the	market	closes.	For	instance,	if	Punjab	National	Bank
is	trading	at	Rs.40,	you	can	sell	your	1000	shares	immediately	after	buying	them	or	hold	onto	them	for	up	to	1-2	hours	before	the	market	closes.	You	need	to	close	your	position	before	the	market	closes	on	the	same	day.	Brokers	usually	have	a	dedicated	team	called	RMS	that	will	automatically	square	off	your	opened	positions	if	you	don't	do	it
yourself,	at	the	current	market	price.	Typically,	this	happens	between	3:15	and	3:25	pm.	When	placing	intraday	orders,	make	sure	to	select	MIS	(Margin	Intraday	Square-off)	as	this	is	the	type	of	order	used	for	trading	intraday.	You	can	also	convert	your	intraday	position	to	delivery,	known	as	CNC,	but	you	need	to	have	sufficient	margin	in	your
account	before	the	market	closes.	The	equity	market	timing	in	India	is	as	follows:	9	am	to	9.15	am	(pre-market),	9.15	am	to	3.30	pm	(normal	trading),	and	3.40	pm	to	4.00	pm	(post-market).	This	only	applies	to	the	equity	market,	not	commodities	or	currencies.	If	you	believe	a	stock's	price	will	fall	during	the	day,	you	can	sell	your	shares	without
buying	them	in	the	first	place.	Later,	depending	on	the	profit,	you	can	buy	the	stock	at	a	lower	price	to	book	profit.	For	example,	if	ABC	stock	is	trading	at	Rs.100	and	you	believe	it	will	fall,	you	can	put	a	sell	order	at	Rs.100,	and	if	it	falls	to	Rs.97,	you	can	buy	it	back	at	that	price,	making	a	profit	of	Rs.3	per	share.	Delivery	trading	works	differently
from	intraday	trading.	To	start	delivery	trading,	you	need	to	take	shares	to	your	demat	account	instead	of	selling	them	on	the	same	day.	You	can	hold	these	shares	for	a	short,	medium,	or	longer-term	period,	ranging	from	two	days	to	two	decades	or	more.	When	placing	orders	as	CNC	or	delivery	orders,	you	need	to	have	full	margin	to	place	the	order.
Once	you've	placed	the	order,	you	can	still	sell	your	shares	before	the	market	closes,	but	RMS	will	recognize	it	as	a	delivery	order	and	won't	square	off	your	open	position.	The	shares	will	then	be	delivered	to	your	demat	account,	allowing	you	to	hold	onto	them	or	sell	them	whenever	you	want.	The	main	difference	between	intraday	and	delivery-based
trading	lies	in	the	duration	for	which	the	stocks	are	held.	Intraday	trading	involves	buying	and	selling	shares	within	the	same	market	day,	with	all	positions	automatically	squared	off	by	the	broker	if	not	done	so	by	the	trader	before	the	market	closes.	On	the	other	hand,	delivery-based	trading	allows	traders	to	hold	onto	their	shares	for	any	length	of
time	they	desire,	requiring	full	margin	payment	upfront.	To	engage	in	stock	market	trading,	one	can	use	various	order	types	such	as	market	orders,	limit	orders,	cover	orders,	and	more,	alongside	product	codes	like	MIS	for	intraday	trading	and	CNC	for	delivery	trades.	The	MIS	product	code	is	specifically	designed	for	intraday	equity,	futures	&
options,	and	commodity	trading,	offering	additional	margins	but	requiring	all	positions	to	be	squared	off	by	the	end	of	the	day.	In	contrast,	CNC	or	cash	and	carry	involves	buying	shares	with	the	intention	of	holding	them	in	a	demat	account,	necessitating	full	payment	upfront.	For	instance,	purchasing	HDFC	Bank	shares	at	800	per	share	requires
having	the	full	amount	of	Rs.800	per	share	before	placing	the	order.	Understanding	time	conditions	for	order	types	is	also	crucial,	with	Immediate	or	Cancel	(IOC)	orders	allowing	for	immediate	execution	or	cancellation	if	not	fully	matched,	and	day	orders	remaining	valid	until	the	end	of	the	trading	day	unless	executed.	Intraday	trading,	often
referred	to	as	day	trading,	encompasses	buying	and	selling	shares	within	market	hours	across	various	segments	including	equity,	derivatives,	commodities,	and	currencies.	If	positions	are	not	closed	before	the	market	closes,	brokers	automatically	square	them	off.	Conversely,	delivery	trading	is	the	opposite	of	intraday	trading,	where	shares	are	held
for	more	than	a	day,	allowing	traders	flexibility	in	their	investment	strategies	without	the	pressure	of	same-day	sales	or	purchases.	Investors	can	buy	shares	that	they	purchase	for	their	Demat	account	instead	of	selling	them	on	the	same	day,	allowing	them	to	hold	onto	them	for	varying	periods.	The	duration	can	range	from	a	few	days	to	several	years
or	even	decades.	Understanding	the	basics	is	key,	and	concepts	remain	the	same	regardless	of	which	broker	is	used.	For	instance,	Zerodha's	trading	platform	allows	users	to	place	orders	online	in	real-time.	Market	orders	are	executed	at	the	current	market	price,	whereas	limit	orders	specify	a	specific	price	at	which	to	buy	or	sell.	Market	orders	can
result	in	immediate	execution,	but	the	price	may	not	be	guaranteed.	In	contrast,	limit	orders	guarantee	a	price	but	leave	the	trade's	execution	uncertain.	To	illustrate	this,	let's	consider	an	example:	suppose	AXIS	BANK	is	trading	at	₹394.55	on	Zerodha's	platform.	If	you	place	a	market	order,	your	execution	price	might	range	between	₹394,	₹394.20,
and	₹394.80	due	to	fluctuations	in	the	stock	price.	Conversely,	if	you	place	a	limit	order	to	buy	AXIS	BANK	at	₹105,	there's	a	chance	the	exchange	won't	accept	it	if	the	stock	price	doesn't	reach	that	level.	It's	essential	for	beginners	to	understand	margins	and	how	they	can	benefit	from	them.	Margin	in	the	Indian	Stock	Market	refers	to	borrowing
money	from	brokers	to	buy	or	sell	securities.	This	concept	is	similar	to	taking	loans.	Let's	say	you	want	to	invest	in	a	stock	trading	at	Rs.80	per	share,	but	you	only	have	Rs.1000.	You	could	buy	around	12	shares	with	that	amount,	which	wouldn't	be	very	profitable	if	the	price	changes	by	just	Rs.1.	To	trade	more,	brokers	offer	margining,	which	allows
you	to	borrow	up	to	five	times	your	initial	investment	(or	more).	With	this	facility,	your	Rs.1000	becomes	Rs.5000,	enabling	you	to	buy	60	shares	instead	of	12.	This	amplifies	the	potential	profit	per	share.	Think	of	this	as	an	added	power	that	gives	you	a	chance	to	decide	how	you	want	to	use	it.	Now,	let's	break	down	the	basics	of	margining	in	simple
terms.	Margining	lets	you	leverage	your	initial	investment	to	trade	more,	which	can	lead	to	greater	profits.	But	remember,	it	also	means	taking	on	more	risk.	As	a	beginner,	it's	essential	to	understand	that	there	is	no	magic	formula	for	making	money	in	share	markets.	It	requires	patience,	discipline,	and	thorough	research.	Don't	invest	impulsively;
take	informed	decisions	instead.	Create	a	diversified	portfolio	with	realistic	expectations,	and	only	put	in	surplus	funds	that	you	can	afford	to	lose.	Before	investing	in	a	good	stock,	consider	the	following	points:	1.	Understand	what	the	company	does:	Warren	Buffet	advises	not	to	invest	in	companies	you	don't	comprehend.	Research	the	products	or
services	they	offer,	their	market	share,	customers,	and	more.	2.	Analyze	the	company's	levels	of	profitability:	Company	earnings	can	be	complex	to	understand,	but	reading	quarterly	or	annual	reports	can	help	clarify	things.	Remember,	no	one	has	discovered	a	foolproof	method	for	investing	in	shares	without	losing	some	money.	Always	keep	this	in
mind	before	making	an	investment	decision.	Investing	in	the	Stock	Market:	Key	Considerations	and	Strategies	What's	key	is	participation.	Getting	familiar	with	finance	and	the	stock	market	takes	time,	so	begin	gradually.	You	can	start	trading	or	investing	as	little	as	Rs.100;	it's	up	to	you.	The	amount	of	wealth	you	create	is	limitless.	Keep	learning	this
"Perfect	is	the	enemy	of	good"	phrase	in	mind.	Good	luck	on	your	financial	journey.	I	recommend	a	brokerage	firm	for	stock	investment	purposes.	You	can	also	open	a	trading	account	directly	through	their	website.	Best	Free	Trading/Demat/Mutual	Fund	account	online	within	minutes,	start	investing	and	trading	in	stocks,	FNO,	Commodity,	Currency,
ETF,	SGB,	IPO,	Gold,	SIP,	etc.	To	learn	about	the	derivatives	market,	check	out	futures	trading	here.	For	beginners	who	want	to	invest	in	mutual	funds,	use	this	calculator	with	inflation.	In	order	to	start	investing	in	the	stock	market,	it	is	recommended	to	read	books	and	follow	financial	news	while	gaining	knowledge	of	fundamental	and	technical
analysis	basics.	This	will	help	you	understand	how	investments	work	and	make	informed	decisions.	To	begin,	open	a	demat	and	trading	account,	which	allows	you	to	hold	shares	electronically	and	facilitates	buying	and	selling.	Next,	define	your	investment	goals	by	determining	your	financial	objectives	and	time	horizon,	as	well	as	assessing	your	risk
tolerance.	It	is	also	essential	to	diversify	your	portfolio	by	spreading	investments	across	sectors	and	asset	classes.	You	should	invest	regularly	using	strategies	like	SIP,	stay	informed	about	market	trends	and	company	news,	and	be	patient	with	long-term	growth	rather	than	short-term	gains.	However,	it's	easy	to	make	mistakes,	such	as	emotional
investing	based	on	fear	or	greed,	lack	of	research,	overtrading,	and	ignoring	risk	management.	To	avoid	these	pitfalls,	you	must	continuously	educate	yourself	and	make	informed	decisions.	
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