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Abstract 

 

 The Securities and Exchange Board of India (SEBI) serves as the apex regulatory authority 

overseeing the Indian securities market, encompassing both the stock market and mutual funds. 

Established to protect investor interests, promote market development, and ensure regulatory 

compliance, SEBI plays a pivotal role in maintaining the integrity and efficiency of India's financial 

markets. This paper delves into SEBI's functions, regulatory frameworks, recent initiatives, and the 

challenges it faces in the dynamic landscape of the Indian stock market and mutual fund industry. 
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Introduction 

 The Indian financial market has witnessed significant growth over the past few decades, 

emerging as one of the world's most dynamic markets. Central to this evolution is the Securities and 

Exchange Board of India (SEBI), established in 1988 and granted statutory powers under the SEBI Act 

of 1992. SEBI's primary mandate is to protect the interests of investors, promote the development of the 

securities market, and regulate its functioning to ensure transparency and efficiency. This paper 

examines SEBI's role in regulating the stock market and mutual funds in India, highlighting its 

contributions, recent initiatives, and the challenges it encounters. 

Literature Review 

 

Bhattacharya & Rao (1997) – In their study on Indian capital markets, the authors discuss SEBI’s role in 

ensuring transparency, reducing insider trading, and protecting investor interests.  

 

Patil (2006) – This research analyzes SEBI’s surveillance mechanisms, highlighting their impact on 

reducing stock market fraud and manipulation. 

  

Shah & Thomas (2010) analyzed SEBI’s enforcement mechanisms, focusing on fraud detection and 

prevention. The research found that SEBI’s Integrated Market Surveillance System (IMSS) and Data 

Warehousing & Business Intelligence System (DWBIS) enhanced market monitoring.  

 

Kumar & Sharma (2012) This paper discusses SEBI’s 1996 Mutual Fund Regulations, which 

standardized operations and improved investor confidence.  

 

Bhasin (2013) – The study examines SEBI’s actions against fraudulent activities such as Satyam Scam 

and Harshad Mehta Scam, demonstrating its evolving regulatory strength. 

 

Mishra & Jaiswal (2014) examined investor protection measures introduced by SEBI, such as the 

Investor Protection Fund (IPF) and SEBI Complaints Redress System (SCORES). The study noted that 

these measures increased investor trust in the stock market.  

 

Agarwal (2016) – Analyzes SEBI’s policies ensuring liquidity, fair pricing, and risk disclosure in mutual 

fund schemes. 

 

SEBI (Prohibition of Insider Trading) Regulations, 2015 were analyzed by Nair & Choudhury (2017), 

who found that stricter enforcement of insider trading laws reduced market abuse. 
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Objectives of the Study 

 

 To analyse SEBI’s role in maintaining transparency and governance in the Indian stock market. 

 To assess the effectiveness of SEBI’s regulations in ensuring fair trade practices and investor 

protection. 

 To evaluate SEBI’s impact on the growth and stability of mutual funds in India. 

 To identify challenges and suggest policy recommendations for improving SEBI’s regulatory 

effectiveness. 

 

Research Methodology 

 

 The study adopts a descriptive and analytical research design to examine SEBI’s regulatory 

framework, its impact on market stability, and investor protection. 

 

 Descriptive Research: To explain SEBI’s regulatory structure, key policies, and reforms. 

 Analytical Research: To evaluate SEBI’s effectiveness using historical data, case studies, and 

investor sentiment analysis. 

 

Data Collection Methods 

a. Primary Data (Survey and Interviews) 

 Survey Method: A structured questionnaire will be used to collect responses from investors, 

mutual fund managers, and stockbrokers. 

 Interviews: Conducted with financial experts, SEBI officials, and mutual fund professionals. 

 Focus Group Discussions (FGDs): With stock market participants to understand perceptions 

of SEBI’s role. 

b. Secondary Data (Published Reports and Market Data) 

 SEBI Annual Reports & Circulars – Policies, regulatory changes, and compliance reports. 

 Stock Market Data – Trading volumes, volatility trends, and investor participation pre- and 

post-SEBI regulations. 

 Mutual Fund Performance Reports – SEBI’s impact on fund growth, returns, and risk 

mitigation. 

 Academic Research & Journals – Studies on SEBI’s effectiveness in financial market 

regulation. 

 Government Reports – Data from RBI, Ministry of Finance, and NSE/BSE publications. 

Sampling Design 

 Target Population:  

o Retail and institutional investors 

o Stockbrokers and financial analysts 

o Mutual fund managers and investment advisors 

 Sampling Technique: Stratified random sampling to include respondents from different 

financial sectors. 

 Sample Size: 250–300 respondents, including investors and industry professionals. 

 

 

 

 

 

 

http://www.ijcrt.org/


www.ijcrt.org                                                © 2018 IJCRT | Volume 6, Issue 1 January 2018 | ISSN: 2320-2882 

IJCRT1135960 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org 712 
 

Data Analysis Techniques 

 Quantitative Analysis: 

o Descriptive Statistics: To analyze survey responses using frequency distributions and 

mean scores. 

o Inferential Statistics:  

 Chi-Square Test – To assess the relationship between SEBI’s regulatory actions 

and investor confidence. 

 Regression Analysis – To examine SEBI’s impact on stock market volatility and 

mutual fund growth. 

 Qualitative Analysis: 

o Thematic Analysis of Interviews and FGDs to identify key regulatory challenges. 

o Comparative Analysis of SEBI’s regulations versus global market regulators like SEC 

(USA) and FCA (UK). 

Limitations of the Study 

 Dependence on secondary data, which may be subject to reporting biases. 

 Variations in market conditions affecting SEBI’s regulatory impact. 

 Limited access to proprietary SEBI enforcement data for in-depth analysis 

 

SEBI's Regulatory Framework 

 The Securities and Exchange Board of India (SEBI) is the regulatory body responsible for 

overseeing and regulating the securities market in India. SEBI’s regulatory framework ensures 

transparency, investor protection, and market integrity. 

 1. Establishment and Mandate 

SEBI was constituted to address malpractices in the securities market and to instill confidence 

among investors. The SEBI Act of 1992 endowed the board with comprehensive powers to 

regulate the securities market, including stock exchanges, intermediaries, and mutual funds.  

 

 2. Functions and Powers 

 

 SEBI operates with quasi-legislative, quasi-judicial, and quasi-executive powers, enabling 

it to: 

 

 Formulate Regulations: Draft and implement regulations to govern market participants. 

 

 Conduct Investigations: Investigate violations and enforce compliance. 

 

 Pass Rulings: Adjudicate disputes and impose penalties. 

 

 This tri-fold authority ensures that SEBI can effectively oversee and regulate the      

securities market.  
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SEBI's Role in the Stock Market 

 1. Regulatory Oversight 

 

 SEBI regulates stock exchanges, brokers, and other intermediaries to ensure fair  practices and 

mitigate systemic risks. It sets eligibility criteria, compliance standards,  and operational guidelines for 

market participants. 

 

 2. Investor Protection 

 

 To safeguard investors, SEBI enforces stringent disclosure norms, curbs insider trading,  and 

addresses market manipulation. It also educates investors through various  programs, enhancing their 

understanding of market operations. 

 3. Market Development 

 

 SEBI has been instrumental in modernizing the Indian stock market by introducing 

 electronic trading, reducing settlement cycles, and promoting transparency. These  initiatives have 

enhanced market efficiency and liquidity. 

 

SEBI's Role in Mutual Funds 

 

 1. Regulation and Registration 

 

 SEBI regulates mutual funds to ensure they operate in the best interests of investors. It 

 mandates registration, prescribes investment norms, and monitors fund performance. 

 

 2. Transparency and Disclosure 

 

 Mutual funds are required to disclose their portfolios, investment strategies, and risks 

 involved. SEBI's regulations ensure that investors have access to pertinent information, 

 facilitating informed decision-making. 

 

 3. Investor Education 

 

 SEBI conducts investor awareness programs to educate the public about mutual fund 

 investments, risks, and returns, promoting informed participation in the mutual fund 

 industry. 

 

Recent Initiatives by SEBI 

 1. Enhancing Transparency 

 

 In March 2025, SEBI's newly appointed chairman, Tuhin Kanta Pandey, emphasized 

 improving transparency by disclosing conflicts of interest among board members. This 

 initiative aims to bolster trust among stakeholders.  

 

 2. Promoting Financial Inclusion 

 

SEBI is encouraging fund houses to introduce monthly investment plans starting at 250 rupees 

(approximately $3) to widen equity investing across the country, focusing on smaller towns to 

increase financial inclusion.  

 

 3. Introducing New Asset Classes 

 

In September 2024, SEBI approved a new asset class for high-risk investors, allowing asset 

management companies to offer strategies like long-short equity with a minimum investment of 

one million rupees. This move aims to provide exposure to equity derivatives, situated between 

mutual funds and portfolio services.  
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Challenges and Criticisms 

 1. Regulatory Challenges 

 

Despite its comprehensive regulatory framework, SEBI faces challenges in keeping pace with 

rapid market innovations and complex financial instruments. Ensuring compliance and mitigating 

risks in such a dynamic environment remain ongoing tasks. 

 

 2. Allegations and Legal Hurdles 

 

SEBI has encountered allegations concerning conflicts of interest and regulatory lapses. For 

instance, in March 2025, SEBI and the Bombay Stock Exchange (BSE) announced plans to 

challenge a Mumbai court order that mandated an investigation into their senior officials, 

following a petition accusing SEBI of allowing a fraudulent company to be listed, thereby 

harming investors.  

 

Suggestions and Recommendations 

 To enhance SEBI’s regulatory effectiveness in stock markets and mutual funds, the following 

suggestions and recommendations can be considered: 

1. Strengthening Market Regulation & Surveillance 

2. Improving Corporate Governance and Investor Protection 

3. Strengthening Mutual Fund Regulations 

4. Strengthening Digital & Fintech Regulations 

5. Strengthening SEBI’s Institutional Role 

 

Conclusion 

 

 SEBI plays a crucial role in regulating India's stock market and mutual funds, striving to protect 

investors, promote market development, and ensure regulatory compliance. While it has achieved 

significant milestones in enhancing market transparency and efficiency, SEBI continues to face 

challenges in adapting to the evolving financial landscape. Ongoing efforts to bolster transparency, 

promote financial inclusion, and introduce new asset classes reflect SEBI's commitment to fostering a 

robust and inclusive financial market in India. 
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