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NEWMANAT
THE HELM

F ONE THING EMERGES crystal clear from the
first two weeks of Vikram Limaye’s leadership at
the NSE, it’s that the man is in a hurry to set things
right. In barely a few days of joining the National
Stock Exchange, the CEO & MD of the bourse filed
the consent application with Sebi for a case that
dogged the NSE, which alleges that the exchange
unfairly gave access to a few brokers and algorithm
traders.

For Limaye and the NSE, the consent applica-
tion is a major move forward, which will pave the
way eventually for a long-pending initial public
offering, which has been stuck due to regulatory
scrutiny. Consent applications are like negotiated
settlements where a penalty is imposed on such

entities. Says Limaye on the application: “It is an applica-
tion to settle the matter without admission of guilt or
wrong doing. The amount and terms would be mutually
agreed based on discussions with Sebi.”

For one of the world’s largest exchange that ranks among
the top 3 in number of trades in the derivatives market, it is
an issue that has dogged the exchange for a few years now.
Now, the soft-spoken Limaye has been thrust into the
spotlight with the task of negotiating the terms of settle-
ment with Sebi. It is a process that is likely to take a while
as such matters go, but Limaye is hopeful that the matter
will be resolved soon. “My hope is that it will be resolved in
the next six months,” says Limaye..

The IPO Dream
If the issue does not get a speedy resolution, NSE's IPO
could see further delays. NSE is among the world’s largest
exchanges in derivatives, handling a humongous amount
of volumes that pitches the exchange in the top two in the
world. The exchange has seen over 3 billion derivative con-
tracts changing hands in 2015, and this trading volume is
only rising.

“NSE is an institution of national importance. You don’t

India’s premier exchange
islookingaheadevenas |
newcomer VikramLimaye
wantstosetthingsright
By Clifford Alvares
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want overhang of investigations for too long which could
be the case if this was to go through the court process. We
would like to resolve the issue and move on and that I
believe will also be in the best interests of markets and
investors domestically and globally;” says Limaye.

It’s an issue that all stakeholders would like to see
resolved. Earlier in July, its chairman Ashok Chawla in a
letter to employees said that the exchange is going through
tough times due to technical and organisational issues.
“Challenges (are) on the organisational front, stress over
legacy technology issues, re-energising of relations with
the stakeholders across the spectrum, from regulator to
shareholder;” Chawla wrote in the letter. He also expressed
optimism on overcoming the problems.

Bouncing Back
NSE has a market share of over 85 per cent in the equities

Photographsby Umesh Goswami

VIKRAM LIMAYE
CEO € MD, NSE

rading segment, and 94 per cent in the equities deriva:
ives segment. NSE has also been one of the largest
exchanges in terms of total and average daily turnove

ithin the first year of its operations back in 1994..

Hence, Limaye also had to oversee a submission to Sebi
on the trading glitch that hit India’s biggest stock exchange.

is glitch halted trading for three hours on the NSE on 11
July, days before Limaye joined, which he attributes to an
interface breakdown ofits systems.

A few days later into the new role as the CEO, Limaye
also witnessed a historical moment. The NSE’ flagship
indice, the Nifty 50, scaled a new peak and crossed the
important 10,000 mark for the first time in its 22-year his-
tory.

For NSE, however, despite it being India’s premier
exchange, some of the needs of corporates is to bridge the
debt funding gap in the economy. Limaye believes that the
Indian bond market needs to be developed, and products
such as interest rate futures and credit derivatives need to
see the light of day. Limaye also notes that the NSE has
applied for a corporate bond repo product, and some
shorter duration index products.

So, it has been an eventful first few weeks at the helm for
Limaye. For the man, though, the challenge of steering a
business through difficult times is nothing new.

But the good thing is that NSE has a strong and enviable
business in the transactions business having a lion’s share
of the derivatives market. Limaye just has to build on that,
and before long, the NSE should be out of the woods. @I

clifford@businessworldin
W @cliffordalvares
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‘Relooking
systems,
controls and
processes’

IKRAMLIMAYE (50), has steppedinto the hot seat
ofthe NSE and has hitthe ground runningfilinga
consent applicationwith Sebi (inacase whichsays
itgave preferential access to some high-frequency
traders and brokers) even as the Nifty scaled anew
peak and crossed the five-figure mark. The CEO ¢ MD
of NSE spoke to Clifford Alvares and Raghu Mohan
onvarious steps the exchange has takenin therecent pastto set things

rightatthe NSE. Edited excerpts:

Q: How have your first few weeks
been? You have hit the ground run-
ning and the markets have hit 10000.
Ithas been hectic. Resolving the reg-
ulatory issue is a priority for which I
have filed a letter with Sebi for settle-
ment under the consent process. We
have also filed areport with Sebi relat-
ingtothetradinghalt. Tam workingon
improving stakeholder relationships
with Sebi, government, clients, share-
holders, media and employees.

Q: Whatdid you sayin the consent let-
ter? What are the terms of settlement?
Itis an application to settle the matter

without admission of guilt or wrong
doing. The amountand terms would be
mutually agreed based on discussions
with Sebi.

Q: What are the grounds for the con-
sentapplication?

NSE is an institution of national im-
portance, You don't want overhang of
investigations fortoo long which could
be the case if this was to go through the
court process, We would like to resolve
the issue and move on and that I be-
lieve will ulso be in the best interests
of markets and investors domestically
and globally,
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Q: Whatdoyou thinkthelearningsare
from thisissue?

Ijust think that if the issue was man-
aged better it would not have escalated
to thislevel. The discussions with the
regulator could have been handled bet-
ter relating to the technology and any
gaps/lapsesin process and documenta-
tion could have been fixed.

Q: Soyou are havingare-look at inter-
nal systems?

Yes, we arelooking at the systems, con-
trols and processes so that manage-
ment and the board are comfortable
thatthe foundation of the organisation
isstrong.

Q: Haveall the 14-.employees filed con-
sent?
Thereare11outofthe 14 who have filed
sofar.

Q: How long do you think the whole
processis going to last?
Myhopeisthatitwill be resolved in the
nextsix months.

Q: On thetrading glitch, are there any
changes that you have been asked to
carry out?

We have submitted our report to Sebi
in which we have outlined remedial
steps, which incorporates views of our
vendors. There was no issue surround-
ing cyber security or hacking. We have
discussed with CERT and they are sat-
isfied with our report that there was no
cyber-attack or hacking.

Q: Ifyou could go back in time and tell
us whathappened?

The simplified version of it is that we
are dealing with two systems. One is
alegacy proprietary system operating
ata certain speed, and one is a newer
opensourcesystem operating atafaster
speed. Thereisaninteraction and mes-
sages that go back and forth between
the two. But because of the difference
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exchange, there are
instances of this hap-
pening sinceitis very
tiard to plan and think

through everything

that could gowrong’
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in speed, one system was expecting
aresponse in a certain way, and that
didn’thappen, and so the other system
waited because of which the entire sys-
tem hungup in terms of processing the
market opening.

There are things to be done from a
design perspective, automation stand-
point and the contingency measures
that need to be adopted. We are work-
ing on these fronts to make sure these
issues are plugged. While you never
want any trading halt on an exchange,
there are instances of this happening
in several exchanges since it is very
hard to plan and think through every-
thing that could go wrong. This kind
oftrading disruption hasn’thappened
on NSE for the last 20-plus years, so
the technology is robust and there is
nothing to worry about. Technology

dex products including some that are
weekly rather than monthly. We have
also asked for cross currency pairs.

Q: Not many Indian indices are avail-
ableinternationally, whatareyou plan-
ning on this front?

That is an area of growth. We have to
promote our products internationally
through partnerships with other ex-
changes.

Q: Whatareyour plans for the NSE?
The equity markets are relatively well
developed but there is alot to be done
to develop other markets. I believe it
isa core part of NSE’s man-

date to work with regula-

tors and government for

market development.

Bond market develop-

‘There s noreason why we can't
emerge as a platform for foreign

companies tolist’

has been the strength and differentia-
tor for NSE.

Q: You havelaunched some foreign de-
rivative products in the international
exchange? Howhasthe progressbeen?
Itisstill early days since we started two
months ago, and the volumes are very
low. The product approvals were very
recent. We need to get more liquidity
and that will require several things to
fall into place. We are working on all
ofthem.

Q: Whatare the newproductsthatyou
are launching on the NSE?

Thereare various products on the fixed
income and equity side that are await-
ing Sebi approval such as a corporate
bond repo product which could be
settled through the clearing corpora-
tion. We have also asked for some in-

ment is critical to
fund the country’s
growth since this
can’t be achieved
juston the back of
bank financing.
Once the bond
market develops,
the interest rate
futures market and
credit derivatives
markets will de-
velop. There’s also a
huge opportunity in
better intermediating
retail savings since eq-
uity penetration at 7-8 per
centisstill verylowand has
along way to go.

There are other revenue
streams that NSE has. We have
a data business, index li-
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censing business, IT business and an
education business. Ifyou look at non-
exchange revenues for other exchanges
it'sabout 20-30 per cent, butin our case
it's approximately 10 per cent. So there
isalongwayto goin growingthese oth-
errevenue streams beyond the trading
fees thatan exchange earns.

Q: Doyousee Indiaemergingasasup-
plier of capital for other foreign firms?
Thereisnoreason whywe can’temerge
as a platform for foreign companies to
list. It will require a lot more domestic
capital to be available which is hap-
pening with the growth of the domes-
tic mutual fund industry. Ultimately,
whethersomebodylistshere on nothas
to do with whether or not they will get
therightkind of valuation, and wheth-
er the ecosystem is supportive from a
regulatory and tax standpoint.

Q: How does India Inc.
look from the NSE corner
room?

The medium-to-long

term outlook is good. In

the near term, funda-

mentals need to catch

up, whether it is earn-

ings growth or even GDP

growth. For the last cou-

ple of years, the economy

has been firing on the back

of consumption and govern-

ment spending. Private sector

capital expenditure and rural

consumption needs to pick up.

Many of the steps the govern-

ment has taken will show up

in economic growth with a lag.

There is political stability and

macro-economic stability, and

thoseare critical for any investor

tofeel confidentaboutinvesting
in the country. &

clifford@businessworld.in
W @cliffordalvares
raghu.mohan@businessworld.
in; W @tabonyou




