




FOR ILLUSTRATION PURPOSES 

THE ‘BUBBLE’ – CAN IT WORK ? 
 

 

A Ltd. 
A Ltd. Buys Land 

for Rs. 10 Mn. 

Sells the Land to 
B Ltd. for Rs. 55 Mn. 5,500,000 Shares @ Rs. 15/- = 82,500,000 

50% Margin Account Loan     = 41,250,000 

   - Bank  
 

IPO 4,500,000 Shares @ premium 
price Rs. 15/-, i.e. Rs. 67.5 Mn. 

5,500,000 Shares of B Ltd. @  
Rs. 10/- 
 

Allotted to A Ltd. as 
consideration for the Land 
 

B Ltd. 
Land Rs.    55.0 Mn. 

 
Cash    
(IPO)  Rs.   67.5 Mn. 
           Rs. 122.5 Mn.     
 
Loans Rs. 115.0 Mn. 

 

 (Hidden transfer for Interests ?) 

Mortgage Loan on Land & proposed 
Building – Rs. 75 Mn.  

- Bank  

Working Capital Loan Rs. 15 Mn. 
Mortgage of Stocks, Debtors, etc. 

- Bank  
 

Corporate Guarantee Loan Rs. 25 Mn.  

- Bank  

                  Capital  Rs. 45.0 Mn. 
                Reserves Rs. 22.5 Mn. 

          67.5 Mn.   

Note :  If Market Price of Shares pushed up to Rs. 25/- per Share, then Market Capitalization - Rs. 250,000,000/- ! 
 
       Rs. Mn. 
 Loans  - Share Margin Loan     41.25 
    
   Mortgage Loan     75.00 
   Working Capital Loan    15.00 
   Corporate Guarantee Loan   25.00 
       115.00 
 
 Equity/Debt 122.5 / 115.0 

  55%      45% 

10,000,000 Shares 
 

 (Advances to B Ltd. ?) 



  

 

 

 

 

 

 

 

  

 

 

XYZ  PLC 

Capital – No. of  Shares 
10,000,000 

A Buys 5%, i.e. 500,000 Shares @ Rs.15/- 
Cost Rs.7.5 Mn. 
 
Sells 50,000 Shares 

& 
Retains 450,000 Shares 

1 
 
 

A sells 25,000 Shares to B1 @ Rs.65/-  
 
Sale Price - Rs.1.625 Mn. 

2 

A sells 25,000 Shares to B2 @ Rs.75/-  
 
Sale Price - Rs.1.875 Mn. 

3 
 

B1 Sells 15,000 Shares to C1 @ Rs.95/- 
 
Sale Price - Rs.1.425 Mn. 

4 

B1 Sells 10,000 Shares to C2 @ Rs.105/- 
 
Sale Price - Rs.1.050 Mn. 

5 
 

B2 Sells 10,000 Shares to C3 @ Rs.125/- 
 
Sale Price - Rs.1.250 Mn. 

6 

B2 Sells 15,000 Shares to C4 @ Rs.145/- 
 
Sale Price - Rs.2.175 Mn. 

7 
 

C1 Sells 10,000 Shares to D1 @ Rs.165/- 
 
Sale Price - Rs.1.650 Mn. 

8 
 

C1 Sells 5,000 Shares to D2  @ Rs.185/- 
 
Sale Price - Rs.0.925 Mn. 

9 
 

C2 Sells 5,000 Shares to D3 @ Rs.205/- 
 
Sale Price - Rs.1.025 Mn. 

10 
 

C2 Sells 5,000 Shares to D4  @ Rs.225/- 
 
Sale Price - Rs.1.125 Mn. 

11 
 

C3 Sells 5,000 Shares to D5 @ Rs.250/- 
 
Sale Price - Rs.1.125 Mn. 

12 
 

C3 Sells 5,000 Shares to D6 @ Rs.275/- 
 
Sale Price - Rs.1.375 Mn. 

13 
 

C4 Sells 10,000 Shares to D7 @ Rs.305/- 
 
Sale Price - Rs.3.050 Mn. 

14 
 

C5 Sells 5,000 Shares to D8 @ Rs.325/- 
 
Sale Price - Rs.1.625 Mn. 

15 
 

Price Increase from Rs.15/- to 
Rs.315/- to Rs.325/-,  
i.e. 2,100 % to 2,167 %  
 

Chart given is a simplistic small 
illustration, but would be more complex 
spiraling with so many unsuspecting 
parties getting dragged in, also with 
other Shareholders of XYZ PLC, dealing 
with Loans on Margin Accounts with 
‘pumped-up’ Share values, and   
transactions among parties as depicted 
in Circle above   

Market Capitalization of Company 
@ Rs.325/- per Share is Rs.3,250 
Mn., thereby enhancing  borrowing 
ability for Other shareholders  to 
borrow on Margin Accounts for 
Share dealings and for controlling 
Shareholder to borrow for other 
expansions / acquisitions  

A 
 
 
 

 
B                 D
  
 
 

 
C 

No Price Band Restriction   –  Loans on Margin Accounts 50% of Share Values 
Sequence of Transactions            1      2        3  4        5    6          7           8  9        10    11         12    13          14      15 
Price ‘pumped-up’ sequentially from Rs. 15/- to Rs.65/- to Rs.75/- to Rs.95/- to Rs.105/- to Rs.125/- to Rs.145/- to Rs.165/- to Rs.185/- to Rs.205/- to Rs.225/- to Rs.250/- to Rs.275/- to Rs.305/- to Rs.325/-  

7 Parties – A, B1, B2, C1, C2, C3, 
C4, are acting as a ‘cabal’  
 
Parties D1 to D8 could be 
unsuspecting Parties with 
collusive Brokers, or collusive 
Parties  

NSB/TFC SHARE DEAL ! 
 
 

 
7,137 Mn. Shares of Directors of 
The Finance PLC (TFC) sold to 
National Savings Bank @ Rs. 50/-, 
when Market Price was Rs. 30/-, 
i.e. at an excess of 66.33% above 
Market Price, with Rs. 9,000 Mn. 
accumulated Losses in TFC.    
 

Thereafter the Share Price of XYZ PLC plunges 
back to original realistic level of around Rs. 
15/- per Share, causing Losses to the 
unsuspecting Buyers and lack of 50% security 
on Margin Account Borrowings.     

MARKET MANIPULATION – ‘PUMPING & DUMPING’ OF SHARES 

SEC Act - Sec. 29(d)   
 
29. No licensed stock 

broker or licensed 
stock dealer shall- 

 
(d) effect any 

transaction by 
means of any 
manipulative, 
deceptive or other 
fraudulent device 
or contrivance in 
order to induce or 
attempt to induce 
the purchase or 
sale of any listed 
securities. 

16 
‘Dumped’ 

at Rs. 315/- 

Tax Free ! 
Monitoring Money Laundering ? 

A Sells balance 450,000 Shares in 3 to 4 Lots @ 
Average Price of Rs.315/- 
Sale Price – Rs.141.75 Mn. 
A’s Profit – Rs.141.75 Mn. – Cost Rs.7.5 Mn. + 
Sale Price on 1st 50,000 Shares sold of Rs.3.5 Mn. 
= Rs.137.75 Mn. on a investment of Rs.7.5 Mn. 

 
16 

 

DUMPED ! 

THE LAW One Instance of overpricing 

66 1/3 % ABOVE MARKET 
 

 

TAX FREE ! 




