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NSE rolls out its

commex platform

Mumbai: The NSEon Friday
launched a commodity
derivatives segment. Initially,
the NSE will focus on key
non-agri commodities and then
expand its offerings. The NSE
started with futures contracts
onlkgand100gm gold,and 30kg
silver contracts. These will be
physically settled on expiry
with Ahmedabad as the base

Business Standard

With commodity foray, NSE
eyes corporate participation

DILIP KUMAR JHA
Mumbai, 12 0ctober

The National Stock
Exchange (NSE) has rolled
out commodity derivatives
trading with the launch of
gold (1 kgand 100 grams) and
silver (30 kgs) contracts.

The exchange has identi-
fied Ahmedabad as the base
delivery centre with Brinks
Arya as its delivery pariner.

Also, the NSE is planning
to expand the delivery base
to reach out to small and
medium sized jewellers
across the country.

“Our aim is to develop the
ecosystem to facilitate trading
for all players in this trade.
Hence, we have launched two
contracts in gold (1 kg and
100gms) to enable even small-
er players to hedge their posi-
tion on the NSE. We are also
preparingastrategy to bring in
corporate participation on our
platform,”said Vikram Limaye,
managing director and chief
executive officer, NSE.

The exchange has also
applied to Sebi for approval
of crude oiland copper. NSE is

evaluating options whetherto
enter into futures trading of
these two commodities or
their variants. In the second
phase, however, NSE plans to
launch agri commodities for
which research is on an
advanced stage. On achieving
the liquidity threshold, NSE
will also enter into “options”
of commodities being traded
on its platform.

NSE has tied up with
London Metal Exchange (LME)
for using its reference price in
the rupee term here. Apart
from that, NSE hasalsotied up
with leading Indian associa-
tions to strengthen its pact in
the non-agri and agri spaces.

“We have to reach out to
the entire value chain, includ-
ing importer, exporter and
intermediaries, among oth-
ers, who process 700-800
tonnes of gold annually. We
are trying our level best to
bring in institutional partici-
pation in the commodity
space for which we have taken
several policy initiatives,” said
SK Mahanty, wholetime
member, the Securities and
Exchange Board of India.
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‘NSE plans to enter spot bullion exchange’

At the launch of commodity futures, VIKRAM LIMAYE, managing director and chief executive
officer, National Stock Exchange, briefly talks about his plan for the commodity segment

with DILIP KUMAR JHA. Edited excerpts:

You entered gold and silver futures
today (Friday). What are your plans for
oneyearlater?

The launch of commodity futuresis a
function of regulatory approval. We
have launched gold and silver
contracts and have appliedto

the regulator for crude oil and
copper contracts’ approval. In

the second phase, however, we

are planningto enter the agri
commodities space, for which
researchisstillon foridentifying
commodities. Our agri foray may not
happen fora couple of quarters but
later it will. On achieving a regulatory
threshold, we would look at options
aswell.

Otherexchangesalso offer futures
trading in bullion,i.e.gold andsilver.
Whatisthe NSE’s differentiator from
other players in the similar field?

For traders, liquidity isthe biggest
differentiator. Weachieved good
liquidity inwhateversegmentwe
entered. Hence, traderscanget the
advantage ofliquidity, asound delivery
mechanism, etc. Apart from that, weare
also looking into eitherexisting
contractsortheir variants otherwise for
future contractlaunch.

The NSEholds 15 percentinthe

NCDEX, the exchange offering trade in

commodities. Won'titbeaclashof

interest?

Wehave just one board seatonthe

NCDEX. Wedon'tparticipateinthe
decision-making process. But we
don'thaveany plantoreduceour
stakeinthe NCDEX. We will see
which commoditiesare liquid on
otherexchanges before launching
agri contractson our platform.

You have waived ionch
initially for three monthsin

commodities. What would be your
breakeventurnoverlevelinthe
commoditysegment based onthe
current capital infusion?

We have entered the commodity space
withalong-termview. Hence, we are
not looking at a fixed tenure for
breakingeven or earning profit fromthe
commodity segment. We seeimmense
potentialinthe commodity segment.

How do you co-relate spotand futures
tradeinbullion and where does the
NSEfitintoit?

Thegovernmentisyet to frame the
guidelines forthespot bullion
exchange. We would look into the
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possibility of entering the spot bullion
trade as well. But, nothing is decided
yet. Only the future will tell whether we
are goingalonein thespot bulliontrade
orwithsome other players.

Whatis yourstrategy to bringin
corporate participation on the NSE
platform?

We are in constant touch withsmall
and medium enterprisestoattract their
participation. But, ouraimistobringto
our platform large companieswho
hedge theircommodity risk on
overseas platforms.

‘NSE will attract retail participation in commodities’

The exchange’s MD Vikram Limaye says its
huge nationwide network will be its USP

SURESH P IYENGAR
Mumbai, October 14
After a lull, the commodity
derivatives segment is headed for
interesting times with another
formidable contender —the NSE—
entering the fray with the l[aunch
of gold and silver futures. Its entry
follows a similar move by the BSE
earlier this month. Vikram Limaye,
NSE’s Managing Director, spoke to
BusinessLine on his plans for the
commodity venture.

Excerpts:

Do you think
thereis
space for five
exchanges in
the shallow
commodity
market with
restrictions
on

market participants?

We think there isa big opportun-
ity for us because the market is
shallow. We can work on devel-
opment  with  innovative
products. We would like to bring
achange in the market structure
with the right mix of financial
and hedging community parti-

cipation. We can get some retail _

participation in gold. We are fo-
cussed on this market with a
long-term perspective and work
on market development right
now is in terms of policy and
standards for commodities.

Given the country’s influ-
ence on many commodit-
ies, we can become a price-
setter rather than being a
price-taker. For instance, in
gold, India has the largest

holding and is the biggest con-
sumer as well, but we still de-
pend on international price
trends. We are exploring what
can be done in this market to
realise its full potential. Initially
about 200 members have taken
membership in the commodity
exchange and we are in
the process of clearing
more applications.

Why should an

investor trading in
MCX move to NSE?
Most of the investors trading in
the other segment on NSE will
look to invest in gold because it
makes sense. There are efficien-
cies of capital, collateral man-
agement and operational effi-
ciencies. So we are very bullish
on commodity. We will enter ag-
riculture commodities in the
next phase but definitely not in
six months. We want to launch
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“We think there is a big opportunity for us because the
market is shallow. We can work on development with
innovative products.”

VIKRAM LIMAYE
MD, National Stock Exchange:

THE
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agri commodity which is not be-
ing traded today, besides exist-
ing liquid agri contracts in other
exchanges with modification.

The base centre now is
Ahmedabad and we will soon
launch contracts for other major
metros. We are trying to get re-
tail participation in gold
by having contracts in
lower  denominations.
We have 100 grams gold
contracts. There are con-
versations going on for
spot exchange and we will parti-
cipate in it as and when it be-
comes a reality.

The vaulting and other service
p ingold are

for all the three exchange.
Doesn'’t that pose a risk?
Initially, we have tied up with a
few known common service pro-
viders. But are also in talks with
others and will add more as we
expand our delivery centres. We
cannot have too many service
providers at a particular loca-
tion. Moreover, there are very
few vaulting and other service
providers in the market. Specific
areas will be marked for trades

executed on our platform. There
will be enough control built in
to ensure quality services.

What is going be your unique
selling proportion?

The retail participation in our ex-
change is significantly large. We
have a presence across the coun-
try. Institutional investors will
always come in to hedge their
dollar-basis contracts. We will
leverage our huge network to
bring in more participation in
this market. In fact, retail in-
vestors can hold silver with com-
paratively lower investment. We
will soon be announcing a few
measures to make this market
attractive for retail investors.

What will be your next
offering?

We have applied for crude and
copper. It will be launched as
soon as we get SEBI approval. We
have already announced a tie-up
with LME to get the settlement
price for base metals. We have
tied up for crude settlement as
well but the announcement will
be made shortly. We will trade in
brent crude.

What is your view on
compulsory delivery of all
futures contracts?

We are open to compulsory de-
livery of contracts. Crude, of
course, we can't. But in metals
we are working to handle deliv-
eries. There are quality issues in
handling metals but we are
geared to handle them.

In equities also SEBI has
moved 46 stocks in derivatives
for compulsory delivery. It does
not mean they will move all the
stocks to compulsory delivery.
The regulator had certain object-
ives while moving stocks to com-
pulsory delivery mode and they
will see whether it is fulfilled.

Are you game for extending
the trade timing?

SEBI actually wants the ex-
changes to take more feedback
from investors.

The regulator wants both the
exchanges to come up with a
common proposal. In the last
proposal we had suggested a
break from 330 pm to 5 pm
while BSE wanted continuous
trading with a notional break of
one minute,
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Gold futures debut on NSE,
logX37-crore turnover

OUR BUREAU
Mumbli, October 12
National Stock Exchange has
made its debut into commodity
derivatives with the launch of
gold and silver futures on
Friday.

The gold (1 kg) contract for
delivery in December recorded
a turnover of ¥36 crore in the
first half of trading session
ended at 530 pm while in gold
mini (100 grams) it was X1
crore. The silver (30 kg) contract

| logged a turnover of ¥8 crore.

The exchange has waived

. transaction charges for the first

three months while its rival BSE,
which entered the commodity

' derivative segment on October

1, has done away with transac-
tion charges for one year.

On explry of the contracts
physical delivery of gold and sil-
ver can be taken in Ahmedabad.
NSE is also planning to extend
delivery centres to major
metros.

Vikram Limaye, Managing
Director & CEO, NSE the ex-
change is committed to deepen
the commodity markets by
providing convenient and cost-
efficient onshore hedging

mechanism for domestic and

global participants. Investors
would be able to trade in mul-
tiple asset class on a single plat-
form resulting in capital effi-
ciency. The nationwide trading
facility with a robust clearing
mechanism would benefit mar-
ket participants, he said.

NSE intends to focus on key
non-agriculture commodities
and gradually broaden product
offerings to  agriculture
commodities.

Launching NSE's commodity
derivative segment, SK Mo-
hanty, Whole Time Member,
SEBI said NSE should use its re-
search, money and manpower
to take commodity trading to
the next level by building

strong data base.
Ashok Agarwal, President,
Commeodity Participants Associ-

ation of India said gold prices
discovery and quality certifica-
tion are done abroad even
while India being the largest
importer and consumer of
gold.

The entry of NSE into com-
modities market is a step to-
wards realising the Govern-
ment’s vision to make India an
international financial hub, he
said.
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F&O Market Size Within Global Norms, Says NSE

Equity derivatives to cash market turnover ratio only 3 if options’ volume is based on premium, not notional

Ram Sahgal & Shallesh Kadam

Mumbai: Market participants in
favour of making stock futuresand
options compulsorily deliverable
onthe ground that huge derivatives
to cash volumes “skew” the market,
should consider the premium
turnover of options instead of their
notional turnover while estimating
thesizeof thederivativessegment,
afew NSE officials said on the
sidelines of the exchange launch-
ing its commodity derivatives
segmenton Friday.

If the premium, rather than
notional, turnover is considered,
the overall derivatives-to-cash ratio

would fallator within3, which is
the global norm, said one of the
officials. ET data for September
indeed show that the average daily
ratio wasalmost 34 if notional
turnoverof index and stock op-
tions is considered. But it falls
sharply to3.01if premium turn-
overof theoptions istaken.
Anotherofficial claimed that
globally exchanges considered
premium turnover for options and
not theirnotional value. For exam-
ple, the 10500 near-month Nifty call
option costs ?126 ashare (75 share
makeone contract). The premium
value is126X75, or 29,450, while
notional value is 75(10500+125) , or

Market regulator Sebi, througha
circularin April, madedelivery in °
46 stocks compulsory from the July
2018 expiry for not meeting the
enhanced criteria— havingan
average daily delivery value of not
less than 210 crore for the past six
monthsona rolling basis, among
others—for being part of thederiv-
atives segment. Sebi said it would
make physical settlement of stock
futures mandatory ina phased /
calibrated manner to betteralign
cashand derivativesmarkets.

This has resulted in expectation
of all210 active stock futures being
made compulsorily deliverable. A
Sebiofficial was not immediately

27.971akh.

available for comment.
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NSE awaits
SEBI approval
to launch crude,
copper futures

SURESH P IYENGAR

Mumbai, October 14

The National Stock Exchange,
which has made its debut in
the commodity derivatives
segment, will soon launch
crude and copper futures.

“We have applied for crude
and copper. It will be
launched as soon as we get
SEBI approval. We have
already announced a tie-up
with LME for getting settle-
ment price for base metal. We
have tied up for getting settle-
ment for crude as well; an an-
nouncement will be make

shortly. We will trade in brent
crude,” Vikram Limaye, Man--
aging Director and CEO, NSE,
told BusinessLine.-

NSE launched gold and sil-
ver futures on Friday. The ex- -
change has waived transac-
tion charges for the first three
months, while its rival BSE,
which entered the commod-
ity derivative segment on Oc-
tober 1, has done away trans-
action charges for one year.

Limaye said India could be-
come the price-setter for gold
internationally. “Given the
country’s influence on many
commodities, we can become
a price-setter than being a
price-taker. For instance, in
gold, India has the largest
holding and is the highest
consumer as well, but we still
depend on international
price trends. We are exploring
what can be done in this mar-
ket to realise its full
potential.”

Limaye said the exchange
will soon be announcing
measures to make the market
attractive for retail investors.

Some brokers, speaking on condi-
tion of anonymity; said that making
derivatives’ compulsory delivery
would curbmanipulation. They
cited the 71% overnight fall in the
stock of e-commerce company
Infibeam on September 28on ru-
moursof accounting practices at
the firm allegedly propagated
through a WhatsApp message. Huge
long liquidation on the stock’s
derivatives caused the price plunge.

However, another broker added
that stock derivatives were a hedg-
ing tool for those holding actual
stock, while speculators who trad-
ed without holding the underiying
share imparted liquidity tothe
counter by takingon the risk of the

hedger. Making stock futures’
compulsory delivery would result
intradersrolling over their con-
tracts before expiration.

The NSE launched its commodity
derivatives segmenton Friday,
offering futures on gold kilo, gold
mini (100 gm)and silver (30kilo)
with Ahmedabad asdelivery centre.
Vikram Limaye, MD & CEO, NSE,
said crude and copper futures were
inthe pipeline pending Sebiapprov-
al. Limaye told ET that since NSE
held nearly 100% of the equity
derivatives market, 85% of the
equity cash marketand 60% of the
currency derivatives market, it
could leverage its strength todeepen
the commodity derivatives segment.
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@® SYSTEM UPGRADE
Vikram Limaye, MD & CEO, NSE

Investors would also be able to trade in multiple
asset classes at a single trading venue on NSE
(National Stock Exchange), resulting in capital
efficiency

NSE launches commodity
derivatives segment

THE NATIONAL STOCK Exchange of
India (NSE) launched commodity
derivatives segment on the NSE plat-
form on Friday.NSE'saim would be to
focus on key non-agri commodities
and graduallybroaden its product
offerings to agri commodities.The con-
tracts will be physically settled on
expirywith Ahmedabad as the base
centre.NSE’s commodity derivatives
segment was launched by SK Mohanty,
member,Whole Time, Sebi.Vikram
Limaye, managing director & chief
executive officer, NSE, said,“Investors
wouldalsobeable to trade in multiple
asset classesatasingle trading venue
on NSE resulting in capital efficiency” ;

Frees Press Journal

NSE launches commodity derivative

contracts in gold, silver

MUMBAI: National Stock Exchange of India launched
commodity derivatives contract in gold and silver. To start with,
NSE said it will focus on key non-agri commodities and
gradually broaden our product offerings to agri-commodities.
Commodity futures contracts on Gold (1 Kg), Gold Mini (100
gms) and Silver (30 Kg) are now available for trading on NSE.
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