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SPRO UW Tight Regulations in India Since September 2024

Why Are Regulators Acting_as Party Poopers?

A SEBI study revealed that F&O traders lost INR 1.8 lakh crore over the past three fiscal years,
with over 93% of retail traders incurring_losses. This led to stricter norms, including:-

e Increase In Contract Value: Minimum lot size of derivative contracts to Rs 20 lakh-Rs 30 lakh from
the current Rs 5 lakh (which was last set in 2015)

o Restricting weekly options to one expiry per stock exchange per week

e |Increased Capital Requirements- Higher margins

e Increased Margin Requirements- Brokers will likely require higher margin deposits from traders to
cover the increased risk associated with larger contract sizes. This could further limit the ability of
some traders to participate

These measures have drawn comparisons to South Korea (2010-11) and China (2015), where similar
regulatory tightening led to a sharp decline in market volumes for several years. Market participants fear
that India’'s derivatives market could face a similar slowdown.
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SPRO UW South Korea’s Volumes Declined After Tight Regulations
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e Once the world’s top

SOUTH KOREA,S OPTIONS TRADING derivatives trader (until 2011),
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CHINA'S FUTURES TRADING
FRENZY IN 2015

China trading volumes collapsed after
regulatory interventions in 2015
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China cash trading volumes declined

after 2016, to recover only by 2021
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China’s Market Collapsed After Tight Regulations

e From 2014 to 2015, China's
government encouraged citizens
to invest in the stock market in
order to strengthen the economy,
which effectively doubled the
capitalization of the Shanghai
Stock Exchange

e Over 38 million new accounts
were opened In just 2 months
before the crash

e In 2015, regulators raised margin
requirements from 10% to 40%,
triggering a market collapse that
erased $5 trillion in wealth within
three months, with trading
volumes plummeting
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Rescarch Like Crisis In India

Thankfully, Our Conservative Regulators Prevented a China-

Margin Finance in China and the

Margin debt as percent of estimated free float
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2010-15 Bull Market

e Margin trading, introduced in
2010, played a key role in China’s
market reforms

e During the 2014-15 bull run, the
Shanghai Composite Index
surged 150%, fueled by 2.2 trillion
yuan ($350 billion) in margin-
financed stock purchases

e However, in 2015, China imposed
strict restrictions:
o Margin requirements
Increased from 10% to 40%
o Position limits were tightened,
leading to a stock market
crash



™

SPRO UW Margin Trading Funding (MTF)_in India — Not a Concern!
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Borrowed Bets

Margin Funding Net Outstanding
Ason MTF BooK crore)

Jun'22 PERYE e India’s MTF book peaked at INR 85,000 crore in September
2024 but declined 20% to ¥67,700 crore by February
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Dec'23 m e Unlike_China’s 2015 margin debt surge from nearly 0% to
8% of free float, India’s current ratio remains a modest
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Oct'24 EXWLY (Free float: ~$2,196B; MTF incl. F&O: ~$40B)
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DISCLAIMER

This report has been prepared by Research Analyst and is solely for information of the recipient only. The report must not be
used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the risk
appetite or the particular circumstances of an individual investor; readers are requested to take professional advice before
investing. Nothing in this document should be construed as investment advice.

Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation
of an investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment.

The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith
from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of
warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are
subject to change without notice. Descriptions of any company or companies or their securities mentioned herein are not
intended to be complete. Research Analyst is not obliged to update this report for such changes. Research Analyst has the right
to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any
person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject Research
Analyst or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent
or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the
attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or
indirectly, for any purposes or in any manner.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. This document is not, and
should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This
report should not be construed as an invitation or solicitation to do business with Research Analyst.

Research Analyst do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the
investments made or any action taken on basis of this report.
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Standard warning
“Investment in securities market are subject to market risks. Read all the related documents carefully before investing.”

Disclaimers
“Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide
any assurance of returns to investors”
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