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Understanding Buyback of Shares

– By Prof. Simply Simple 
TM



We normally hear of promoters

raising capital by issuing shares

in the market.

BUYBACK OF SHARES



But there are times when the

promoter wishes to buy back

his shares from the investors.
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At such times he offers a buy

back at a price which is better

than the market price.



There are several reasons for 

him to buy back shares…



No promoter likes to see the prices of his company falling.

Therefore if he feels that the price of shares is falling in the

market, he may decide to buy back shares to shore up the

prices.
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Another reason the promoter might offer a buy back is to

increase his share-holding if he feels that someone in the

market is buying a large number of shares of his company in a

bid to takeover the company.
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To protect himself from such a takeover bid, the promoter offers a

buy back of his shares to his investors at an attractive price.

The promoter may also buy back shares from the market, if he feels

that the price of the share is lower than its intrinsic value.
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In other words, for the promoter,

it is another way of giving back 

money to the investors.
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We hope through this lesson,

you’ve got an idea of buyback of 

shares by the promoter of a company.
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We look forward to your feedback 

as it helps us improve our product 

offering



Thinking of Investment 
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DISCLAIMER

The views expressed in this lesson are for information purposes only and do not construe

to be any investment, legal or taxation advice. The lesson is a conceptual representation

and may not include several nuances that are associated and vital. The purpose of this

lesson is to clarify the basics of the concept so that readers at large can relate and

thereby take more interest in the product / concept. In a nutshell, Professor Simply Simple

lessons should be seen from the perspective of it being a primer on financial concepts.

The contents are topical in nature and held true at the time of creation of the lesson. This

is not indicative of future market trends, nor is vEcoSys IMF Pvt. Ltd. attempting to predict

the same. Reprinting any part of this material will be at your own risk. vEcoSys IMF Pvt.

Ltd. will not be liable for the consequences of such action.

Mutual Fund investments are subject to market risks,

read all scheme related documents carefully.


