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Enhancing Market Liquidity: Potential Impact of New F&O Scrips Addition



Addition of New Stocks to F&O

The NSE is set to expand its Futures and Options (F&O) segment by adding 45 new
stocks, effective 29 November 2024, following approval from SEBI 

This addition marks a historic milestone, as it is the first time such a large number of
stocks have been included in the F&O segment, bringing the total number of F&O
stocks to 223

Diverse Sector Representation- The newly added stocks encompass various sectors,
including financial services (e.g., LIC, Jio Financial Services), and technology (e.g.,
Zomato, Paytm)

The combined market capitalization of these 45 stocks is approximately INR 40 Lakh
Crore (~$475 Billion), significantly contributing to market liquidity and trading volume
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How much of equity F&O are serious investors?

-3-

While individual
investors form the
largest group by
number, they
contribute only
30% of the
notional F&O
turnover in FY24,
with the remaining
70% driven by
serious investors
(corporates, hedge
funds, proprietary
traders, algo-
traders). 

The notional turnover includes both sides, i.e. notional turnover of buyer and seller combined
Source: SEBI, Finshots



Benefits of F&O for Stock

1) It offers greater liquidity due to the higher volumes that F&O attracts in India
as compared to the cash market

2) Institutional investors and proprietary traders often engage in cash-future
arbitrage, thereby contributing to increased cash market volumes in the
associated stocks. 

3) Stocks included in the F&O list are exempted from price circuit filters and
are only circumscribed by the quantity freeze limits in F&O and the index level
filters.

4). Inclusion in the F&O segment typically leads to a substantial increase in
delivery volumes, as highlighted in the subsequent slide.
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Historic Pattern of F&O
Inclusion Stocks
Over the past four years (2020–2024), around
25 scrips were added to the F&O segment.
Significant growth in cash segment volumes
was apparent in most of these scrips post such
inclusion, leading to enhanced market depth. 

Data shows that these 25 stocks
experienced an average 90% increase in
average volumes and 31% increase in
average delivery volumes within six months
of their inclusion.
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Inclusion of Stocks in F&O: Current Facts
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Source: ACE Equity/ BSE

# Closing price as on 21st Nov Closing;
Shareholding as on September quarter
(BSE)

^ MWPL (Market wide position limit) is
usually set by exchanges and is 20% of
non-promoter holdings

* Balance shareholding as "Others"

** Average 6 Months volumes on NSE
between 22nd May-21st Nov'24
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Implication of 45 new stocks entering F&O

The total market Capitalization of these 45 stocks: ~INR 40 Lakh Crore ($475 Billion)
Free Float (non promoters, non FIIs, non DIIs) or only public float: ~INR 5.5 Lakh Crore ($65 Billion)
Market Wide Position Limit (MWPL)- to be decided by the exchange but usually it is 20% of non-
promoters holding and considering 95% of it: ~INR 3.2 Lakh Crore ($38 Billion)

Our estimates indicate that the additional liquidity generated from the inclusion of these 45
scrips could be approximately INR 3.2 Lakh Crore (MWPL). If 25-30% of this liquidity is utilized
for leveraged trades, it could inject about $10-12 Billion into the equity markets. This additional
inflow within the system may create a solid foundation for a potential uptick in CY2025, as
more capital flows in from private and individual investors.

Historical data shows that inclusion in the F&O segment typically leads to an average increase
of 90% in trading volumes and a 30% rise in delivery volumes for individual scrips. This
significant boost enhances market depth and encourages greater participation from
institutional investors. Additionally, with the recent exclusion of some weekly contracts on the
BSE and NSE in the F&O segment, this move could help compensate for the reduced offerings
and provide the necessary depth in the market. -8-
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