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CFTC APPROVAL TO NSE permits local
brokersto accept US customer funds directly
without having to register with the US body

US Investors can
Directly Beton
Indian Derivatives

Our Bureau

Mumbai: US investors will now be
able to trade in Indian derivatives

- marketdirectly.

The National Stock Exchange (NSE)
has received nod from US derivatives
regulator;, Commodity Futures Tra-
ding Commission (CFTC), to sell its
product to US investors, the exchange
said ina statementon Friday.

“Thisisanimportantdevelopment
and signifies the confidence that
CFTChasintheregulatory andrisk
management environment in India
and in NSE. This will enable NSE's
trading members (domestic and fo-
reign brokerages) to trade broad ba-
sed indices directly for US clients.
We expect this will increase trading
volumes in India,” Vikram Limaye,
MD of NSE, told ET.

The approval issued to NSE per-
mits its brokers to accept US custo-
mer funds directly for trading in fu-
tures and options contracts on NSE
without them having to register
with the CFTC as a futures commis-
sionmerchant.

ArbindMaheswari, head of salestra-
ding, India Equities, Bank of America
Merrill Lynch, said: “In the present
scenario,some US investors wererest-
ricted from participating in Indian de-
rivatives market directly They would
instead go to SGX (Singapore Ex-
change) or invest into India through
otheroff-shoreentities.”

“Today’spositivedevelopment will
bring US investors back into the In-
dian derivatives market. A lot of US
based investors, who have been
unable to access the Indian markets
sofar, would now startlookingatset-
ting up onshore FPI (foreign portfo-
lio investor) entities to invest direct-
lyinIndia,” Maheshwarisaid.

CFTCsaid therelief is based on its
finding that the local laws and regu-
lations in India applicable to NSE
members provide a comparable le-
vel of customer protection, inclu-
ding licensing standards,minimum
financial requirements and robust
compliance programmes.

. “Thiswillallow UShedge fundstodi-
rectly trade in the F&O (futures and
options) segment on NSE without ha-
vingto register with the CFTC asa fu-

tures commission merchant. It is ex-
pected that certain 'US hedge funds
willnow want to directly trade in Indi-
anfuturesand options which willhelp
increase trade volumes in the domes-
tic market and reverse the potential
shifting of volumes to Singapore,” sa-
id Rajesh H Gandhi, partner, Deloitte
Haskins & SellsLLP.

“The approval comes at an oppor-
tune time because US hedge funds
were struggling to get the right av-
enue to invest in Indian F&O after
the Sebi ban on naked derivatives
through P Notes last year and the
recent withdrawal of data feed li-
cencegiven by Indianexchangesto
SGX. Alot of trading in Nifty futu-
res used to happen on SGX, which
came under cloud due to the licen- .

‘ce withdrawal which will be effec-

tive August. US hedge funds now
have the much needed clarity on
F&O trading which is important
specially for their shorting strate-
gy though one must add that the
30% capital gains tax in India on

derivative gains
n acts as-a dampe-

ner to some ex-

We expect ggnt, Gandhi sa-
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three decades ago and has expan-
ded relief to 12 jurisdictions. Cur-
rently, over 120 foreign brokers
across the globe are authorised to
dealdirectly with USfuturescusto-
mers, resulting in more efficient
andless costly transactions.

NSE must promptly notify the
CFTC of any material changes to
its local laws and regulations. In
supportof NSE’spetitionforrelief, -
the Securities and Exchange Bo-
ard of India has committed to pro-
viding information to CFTC rela-
tedto NSE transactions uponrequ-
est, CFTC said in a statement pos-
ted onits website
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NSEreceives approval from US regulator CFTC

Will enable domesticstock exchange to sell its products to US-based investors

PAVAN BURUGULA
Mumbai, 18 May

for the Indian derivatives market. “Inthe absence of approval, US funds  eign bourses.

Investors who have been opting for were finding it difficult to access the Indian market participants have been|
indrect participation willnowbe ableto  Indiansingle-stock futures market. That concerned about the export of Indian
The National Stock Exchange (NSE) has  directly invest in Indian derivatives. It difficulty further got aggravated with derivarives markets to offshore destina-|
received approval from the US deriva- will also improve the liqudity in Indian  Sebi's restriction on issue of p-noteswith  tions. Until the recent snapping of ties|
tives regulator, Commodity Futures derivatives further,” said Ravi Varanasi, derivatives as the underlying. Some of with bourses, the SGX Nifty accounted|
Trading Commission (CFTC), to sell its ~ chief of business development, at NSE. these investors may now consider regis- for more than half of the index deriva-|
products to US-based investors. Until last year, these funds used to tering as FPIs (foreign portfolio tivesvolume.

The US equity and commodity deriv- take the participatory note (p-note) investors)to invest instock derivatives,” Market participants say CFT(]
atives are regulated by CFTC and insti- route to trade in Indian futures, as this said Suresh Swamy, partner-financial approval could be a huge advantage for|
tutional investors based in the US are did not amount to direct exposure, But, services, PwC. Indian markets, as it would attract more
allowed to invest only in those deriva- the Indian markets regulator Securities Also, investors who wanted anexpo- hedge funds. In the past two decades,|
tives that are CFTC-approved. and Exchange Board of India’s (Sebi’s) sure toindex futures used offshoredes- hedge funds have emerged as a cruciall

With the approval, US-based institu- decision to ban p-note participants tinations such as the Singapore setofinvestorsindeveloped markets.As|
tional investors will be able to trade in from taking unhedged positions inthe Exchange (SGX) to take exposure. Even of January 2017, the US hedge fund

Market say the CFTC app ldbea NSE-listed derivatives without any futures market left these funds with- this avenue is now closed as Indian industry managed assets worth $3.1 tril-
h tage for Indian mark asitwould attract restrictions. out any route to trade in Indian stockexchanges have terminated their lion,about one-and-a-half times the totall
more hedge funds “This is a very positive development single-stock futures. data-sharing arrangements with for- market capitalisation in India.

Mint

US investors can now

find future in Nifty
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MUMBAI

he National Stock
T Exchange of India (NSE)
said on Friday it has
become the first Indian stock
exchange to be recognized by
the US Commodity Futures
Trading Commission (CFTC).
NSE got a part 30 exemp-
tion, which will enable mem-
bersofthe exchange totrade in
derivatives for US clients. The
exemption would allow US

Easing foreign
investments

» NSE recognized by US
Commodity Futures Trading
Commission (CFTC)

P Exchange gets exemption
from certain registration
requirements for CFTC

» Move will let US investors
freely invest in Indian single

stocks futures and options

P Nifty 50 and Sensex are the
only Indian products
recognized by CFTC

» The Indian bouquet of
products has both futures

customersincreasedaccessto BT RTINS PRI
Indian futures markets. come under two different US
“The order issued to NSE bkt bt
permitsits members to accept
US customer funds directly for The exemption from CFTC
the purpose of trading in | will now enable Indian inter-
futures and options contracts | mediaries to sell Indian prod-
onNSE withoutthemembers | ucts, including options and
having to register with the | futures,toUSinvestors.
CFTCasafutures commission The Indian bouquet of
merchant,” NSEsaidinapress | productshasboth futuresand
statement. options, which currently come
Currently, US-based foreign | undertwo different USregula-
investors can freelyinvestonly | tory bodies—CFTC and the
inIndia’sbroad-based indices | Securitiesand Exchange Com-
Nifty 50 and Sensex, as these | mission, respectively.
were the only onesrecognised The exemption was essen-
by the CFTC. tial for Indian exchanges, par-
“The CFTC ticularly NSE,
currently recog- Theexemption  which had been
nizes only two from CFTC will trying to consoli-
Indian products now let Indian date liquidity.
-- Nifty 50 and : Fors, The Indian
Sensex. Thisren- mtermedl_arles exchanges had,
a : sell Indian
ered direct par- o us o 9 February,
ticipation ortrad- pIo uctsto decided to bar
inginsingle stock investors overseas

futures by US
funds not possi-
ble. So many foreign portfolio
investors over the yearsused to
either trade through offshore
exchanges or had created
structuresviajurisdiction such
as Mauritius or Singapore,”
said Suresh Swamy, partner,
PwCIndia.

US-based funds are those
that have more than 51% US
residents as investors. Indian
exchanges had been working
onasolution.

exchanges from
trading in Indian
derivatives in an attempt to
check migration of trades
away from Indian exchanges.

Two months later, on 11

April, the Singapore Exchange -

Ltd (SGX) announced a new
product that works just like
the Nifty, bypassing the Indian
exchanges. SGX’s new prod-
uctsbased on India’s Nifty are
approved by CFTC and thus
could have scored above India
offerings.
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NSE gets U.S. regulator’s
exemption for derivatives

Members without CFTC registration can accept U.S. funds

SPECIAL CORRESPONDENT
MUMBAI

The National Stock Ex-
change (NSE) has become
the first Indian exchange to
get an exemption from the
Commodity Futures Trading
Commission (CFTC) that will
allow members of the Indian
bourse to trade in deriva-
tives for U.S. clients.

“The order issued to NSE
permits its members to ac-
cept U.S. customer funds di-
rectly for the purpose of
trading in futures and op-
tions contracts on NSE with-
out the members having to
register with the CFTC as a
futures commission mer-
chants,” the NSE said in a
statement.

“The [CFTC] issued a Part
30 exemptive order dated
May 17, 2018 to the National
Stock Exchange of India

(NSE) as part of its program
of regulatory deference to
foreign regulatory frame-
works. Part 30 exemptive
program of CFTC provides
U.S. customers with in-
creased access to foreign fu-
tures markets,” the release
added.

CFTC is an independent
agency of the U.S. govern-
ment that regulates the fu-

tures and options markets
and monitors various organ-
isations related to deriva-
tives clearing, futures com-
mission merchants and
swap data repositories
among others.

SEC recognition for BSE
Incidentally, the develop-
ment comes just days after
the BSE becoming the first
Indian exchange to be recog-
nised as a Designated Off-
shore Securities Market
(DOSM) by the U.S. Securi-
ties and Exchange Commis-
sion (SEC).

The DOSM status allows
the sale of securities to U.S.
investors through the trad-
ing venue of BSE without re-
gistration of such securities
with the U.S. SEC and thus
eases the trades by U.S. in-
vestors in India. .
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US CFTC allows NSE brokers to
trade in US customers’ derivatives

PRESS TRUST OF INDIA
New Delhi, May 18

LEADING BOURSE NSE on Fridaysaid US
regulator Commodity Futures Trading
Commission (CFTC) has allowed the
exchange's brokers to trade in derivatives
for US clients.

CFTC on Thursday issued a Part 30
exemptive order to National Stock
Exchange (NSE) as part of its programme
of regulatory deference to foreign regula-
tory frameworks, the bourse saidina state-
ment. Part 30 exemptive programme pro-
vides US customers with increased access
to foreign futures markets.

The move will allow NSE brokers to
accept US customer funds directly for
trading in futures and options contracts
on the exchange without the members
having to register with CFTC as a futures

D
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commission merchant.

The relief is based on the finding by
CFTCthat thelocallaws and regulationsin
India applicable to NSE members provide
acomparablelevel of customer protection,
including licensing standards, minimum
financial requirements, and robust com-
pliance programmes, the exchange noted.

CFTC chairman | Christopher Gian-
carlo said:”I believe the global nature of
derivatives markets calls for an interna-
tional perspective."

CFTCbegan the Part 30 exemptive pro-
gramme nearly three decades agoand has
expanded relief to 12 jurisdictions in
South America, Europe,Asiaand Australia.

Currently, over 120 foreign brokers
across the globe are authorised to deal
directlywith US futures customers, result-
ing in more efficient and less costly trans-
actions.




