Appendix - 111
Glossary

Stock Market: The market place where shares of publicly listed companies are bought and
sold.

Equity: The owner’s interest in a company’s capital, usually referred to by ordinary shares
Listed company: A company whose securities are admitted for listing on a stock

exchange.

Ordinary Shares: The most common term of shares, which entitle the owners to jointly own
the company. Holders may receive dividends depending on profitability of the company and
recommendation of the directors.

Base period: This is starting point for the index used as base for future calculation of indices.
At this point a fixed value is allocated to the index that is called base index value.

Index divisor: This is usually market value divided by the base price value. It provides a link
to the base period value. The divisor keeps the index comparable over time and is the
manipulation point for all index maintenance adjustments. This is usually market value divided
by base period price value.

Offer Price The price at which shares are originally offered to the public is called offer price.
Market Value The price at which buyers and sellers trade similar items in an open market
place is called market value. The current market price of a security is the price as indicated by
the latest trade record.

Market Capitalization: The total value of a company’s equity capital at the current market
price.

Right Shares/Right Scrip: The issue of additional shares to existing shareholders when
companies want to raise more capital.

Bonus Shares: Returns from the profit of the companies in the form of additional shares is

called of bonus shares.

88



Dividend: Dividends are returns paid to shareholders out of the profits of the company.
Dividends are usually paid once or twice a year depending upon the company’s profit
distribution policy.

Earning per shares (EPS): A profitability indicator calculated by dividing the earnings
available to common stakeholders during a period by the average number of shares actually
outstanding at the end of that period.

Yield: The annual rate of return on an investment, expressed as a percentage

Capital Cost: The price paid for a specific security exclusive of any interest / dividend
accrued there on.

Gilt-Edged Securities: The securities having a fixed rate of interest for a pre determined
number of years.

Dividend Yield: It is the yield of an investment in the form of dividend which may be
calculated by dividing the dividend paid in recent last year over the price of this share on a
reference date.

Dividend Per Share

x 100
Price per share

Earning Yield: It is the yield on a stock / share with reference to earning capacity of a
business. It may be calculated by dividing earning per share (after tax adjustment of a

company) by dividing it to the price of its share on a reference date.

Earning Per Share
x100

Price per share
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