Insights Unwrapped

Is the Surge in Margin Trade Funding (MTF) an Alarming Signal?
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Scenario #1: Price Increases to ¥1,100 (+10%)

Understanding MTF and Its Risks in a Falling Market

Stocks on Leverage

b

Non-Leveraged

Investment: 10,000
Shares: 10 @ 1,000
Interest (0% for 60 days): Y0

Total Cost: ¥10,000

A

-

Non-Leveraged
Selling Value: ¥11,000
Profit: ¥1,000

ROI: 10%

~

E.9x profif
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Leveraged (4x)

Selling Value: ¥44,000

-p Profit: ¥2,920

ROI: 29.2%

~

Leveraged (4x)

Investment: ¥10,000 + ¥30,000
Shares: 40 @ 1,000
Interest (6% for 60 days): 1,080

Total Cost: T41,080

Image Source:
https://www.marketcalls.in/

Scenario #2: Price Decreases to ¥900 (-10%)
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Non-Leveraged
Selling Value: ¥9,000
Loss: 1,000

ROI: -10%

~

' ™

Leveraged (4x)
Selling Value: 36,000
Loss: ¥5,080

ROI: -50.8%

' A

While Leveraged investments (using MTF) maximizes profits in a rising market (29.2% vs.

10%), it also amplifies losses In a falling market (50.8% vs. 10%).
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Ratio Matters

Margin Trade Facility (INR Cr)
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s Total MTF (INR Cr) === Total MTF/ Free Float Mcap® (%)

*. As of 9 Dec 2025; ™. Free Float MCap of current constituents of BSE 1000 Index.
Source: ACE Equity, NSE, BSE
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Assessing MTF: Absolute Numbers Mislead; Free-Float

MTF currently stands at INR
1.15 lakh crore (~USD 13
billion), just 0.5% of free-

float market cap. Even with
an 87% CAGR from FY20—
25, this ratio is not so
alarming.

For context, China’s margin
financing_is USD 320 billion
(2.3% of free float; peak
4.7% in 2015), and U.S.
margin debt is USD 1.1
trillion (roughly 2% of S&P
500 market cap).

Source: FINRA, Reuters
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float market cap

=== A share total margin financing balance (USD mn)
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Source: CEIC, Morgan Stanley Research. Note: Data as of August 18, 2025

Exhibit 4: A-share margin financing (USD mn) and % as of free
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Margin trading, introduced in 2010,
played a key role in China’s market
reforms. During the 2014-15 bull run,
the Shanghai Composite Index surged
150%, fuelled by 2.2 trillion yuan
(%350 billion)_in margin-financed
stock purchases.

As of September 2025, outstanding
margin financing has climbed to a new
record of 2.29 trillion yuan (about $320
billion), surpassing_the peak from a
decade earlier.

Margin financing now only accounts for 2.3% of China's total floating market cap, much lower than a peak

of 4.7% a decade ago, when China's stock market was much smaller (Source: Reuters)
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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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