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Abstract: The securities market differs from other types of markets in the specificity of its
product. A security is a special kind of commodity. It expresses both the title of property and the
right to receive income. This product, having no intrinsic value, can be sold at a high market price.
This is due to the fact that the security (share) has its own face value and represents part of the real
capital invested in industrial and other production.
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Introduction: If market demand for a security is higher than supply, then the market value will
exceed its face value. The possibility of a significant deviation of the market price from the nominal
value means the emergence of fictitious capital. It is a paper double of real capital.

The price of fictitious capital is determined by two factors:
v’ the relationship between supply and demand for capital;
v’ the amount of capitalized income on equity securities.

The price of fictitious capital is directly proportional to the excess of demand for capital over its
supply. It is inversely proportional to the excess of the supply of capital over its demand and the
level of the bank interest rate in the country (on loans and deposits).

Therefore, the price of fictitious capital is subject to frequent market fluctuations. With the help of an
issue-grade security (share), you can gain access to real property or ensure the transfer of this
property from one owner to another.

From the above we can conclude that the stock market is a market for real existing capital (money
and loans). At the macro level, it is used to regulate spontaneous economic processes in the national
economy. This applies primarily to the process of investing capital. This process involves the
transfer of capital into high-income sectors of the economy from low-income ones. As a result, the
rate of return on invested capital is equalized. The mechanism of such capital movement is known: if
the demand for certain goods increases, then, accordingly, their prices increase and profits from their
production increase. In industries with the latest technologies, capital is flowing from less efficient
areas of activity.

Main part.

Chain papers are the means to ensure the operation of this mechanism. With their help, free capital of
corporations and citizens is mobilized and, through the purchase and sale of financial instruments,
they are used in the direction necessary for society. As a result, an optimal structure of social
production arises and a deficit-free economy is created. In this case, social production corresponds to
the aggregate demand for goods and services. This is the main advantage of the financial market.
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In practice, investor demand for securities is formed under the influence of the following factors:

v' profitability - the ability to generate income in the form of dividends, interest and market value
growth;

v" level of risk — the likelihood of incurring certain financial losses;
v" liquidity - the opportunity for the owner to receive funds for them.

The investor takes these factors into account when comparing with alternative options for investing
his capital (investing money in a bank deposit account, purchasing goods and real estate, and so on).

In the process of financial investment, pricing factors can be divided into three groups:
v’ objective;

v’ speculative (market);

v’ subjective.

Objective factors manifest themselves at the macro and micro levels of the financial market.
Macroeconomic factors include:

v' stability and prospects for the development of the country’s economy as a whole;

v’ the ratio between the share of consumption and accumulation in the gross domestic product
(GDP);

the amount of public debt (external and internal) and its share in GDP;

tax burden on corporations and interest rates;

inflation rate in the country;

exchange rate of the national currency in relation to stable foreign currencies;
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the extent to which corporations use equity securities to mobilize capital for production
development, and others.

Objective macroeconomic factors are influenced by the use of real capital underlying a specific issue
of corporate securities (the need to update fixed capital, the financial stability and solvency of the
corporation, the level of its profitability, the prospects of the industry in which it operates, etc.).

The speculative (market) factors include the following:

v volume of “program” trading in securities;

v’ the state of the short total position on the stock market;
V' corporations buying up their shares.

Program trading determines the possibility of profiting from the difference between changes in stock
prices and the prices of futures contracts for them. This factor introduces additional instability into
stock trading. The impact of “program trading” can become so significant that it exceeds the impact
of all objective factors. This situation occurs in stock trading when market prices for shares
significantly exceed their actual value, which causes a drop in demand for them. Such developments
often lead to stock market crises. The short total position reflects the total volume of shares sold for
the period. If this indicator is too high, it means that many investors are simultaneously bullish on the
stock price. The presence of such a situation introduces additional instability into exchange trading in
equity securities. The purchase of shares by corporations indicates a desire to improve their financial
position (especially in the context of a possible takeover) or the desire of the owners of a controlling
stake to strengthen their influence in the corporation. In any case, this factor can significantly affect
the stock price.

Subjective factors are diverse. Conventionally, they can be divided into three related groups:
» with technical aspects of the functioning of the financial market;
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» methods of financial analysis of corporate securities (fundamental or technical analysis);

» positions and opinions of leading financial managers and analysts of corporations, stock
exchanges, large banks and other institutional participants in the securities market.

Thus, in the process of financial investment, it is necessary to take into account the influence of
objective and subjective factors on the dynamics of the market value of equity securities, their
profitability, safety and liquidity. Even in conditions of state regulation of the economy and
exchange operations, the rate of corporate securities is an important integral indicator (indicator) for
analyzing and assessing the business situation in the financial market.

Legal regulation of the stock market.

An important place in the system of state regulation of the economy is occupied by the legal
regulation of the primary and secondary securities markets. Measures of government influence on
transactions carried out on the stock market can be divided into two groups:

1. direct intervention. This includes the entire range of legislative activities of representative and
executive authorities on this issue (the presence of a package of laws regulating the activities of
stock market participants);

2. indirect impact measures:

» control over the money supply in circulation and the volume of credit resources using the
discount rate of bank interest, mandatory reserve ratios established for commercial banks, and
others;

> tax policy relating to the taxation of transactions with securities;

» guarantees of the Government of the Russian Federation for loans, deposits and loans to the
private sector;

» foreign economic policy (creation of a development bank to finance high-tech exports);
> the state’s entry into the stock market by issuing federal and subfederal bonds and others.
Legal regulation of the stock market is carried out based on the requirements of federal laws.
The state regulates the securities market through:

> establishing mandatory requirements for the activities of issuers, professional market participants
and its standards;

> state registration of the issue (additional issue) of issue-grade securities and prospectuses of these
securities and control over the fulfillment by issuers of the conditions and obligations stipulated
therein;

» creating a system for protecting the rights of securities owners and monitoring compliance with
their rights by issuers and professional market participants;

» certification of specialists for the right to conduct transactions with securities;
> licensing the activities of professional stock market participants;

» prohibition and suppression of the activities of persons carrying out entrepreneurial activities in
the securities market without an appropriate license.

Conclusion:

All types of professional activities on the stock market, provided for by state legislation on securities,
are carried out on the basis of a special permit - a license. The activities of professional participants
in the securities market are licensed by three types of licenses: a professional participant license, a
license to carry out activities for maintaining a register of owners, and a stock exchange license. The
authorities that issued licenses monitor the activities of professional participants in the stock market
and decide to revoke the issued license in case of violation of state legislation on securities.
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