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Chairman’s

MESSAGE
Dear Readers,
The despondency of March 2020 has been replaced with a
sense of unbridled enthusiasm and relief in March 2021. How
much a year can change our thinking. And we claim that we are
used to volatility.
However, the ride has not been easy. The COVID-19 pandemic
has led to many having to deal with the loss and grief of losing
loved ones. The challenges coupled that a new way of life
thrown up has been daunting. It is only the never give up spirit of
humans as a species that has helped us survive these difficult
times.

It is no secret that the
intermediary community
continues to face existential
challenges, both in terms of
disintermediation caused
by the advance of
technology as well as everincreasing regulatory
expectations. It will be
incumbent on us as a
community to continue to
reinvent ourselves to
continue add value to our
customers, as we have
done for over a century, to
thrive.

A salaam to the Covid Warriors of the Indian Capital Markets is
in order. The thousands of participants of the Capital Market
community from the intermediaries to the Market Infrastructure
Institutions/ Regulator/ Government Authorities have ensured
uninterrupted working of the Capital Markets. The blood, sweat
and tears of the unsung heroes and heroines of our Capital
Market warriors is not much spoken about. Proud to be a part of
this community.
Change was everywhere, and BBF was not spared either. Our
seminars which have always been the mainstay of our activities
seamlessly metamorphosed into webinars, with an exponential
growth in viewership including our own YouTube channel
BBFINDIA clocking thousands of subscribes and tens of
thousands of viewing hours. The BBF WhatsApp groups and
BrokersForum google group continue to help us connect with
our member’s almost real time.
On a general note, BBF continues to strive for the benefit of the
Capital Markets in general and its members in particular. It is no
secret that the intermediary community continues to face
existential challenges, both in terms of disintermediation
caused by the advance of technology as well as ever-increasing
regulatory expectations. It will be incumbent on us as a
community to continue to reinvent ourselves to continue add
value to our customers, as we have done for over a century, to
thrive. Intermediaries have always had a very important role to
play and shall continue to do so.
Finally, I thank each member of BBF and all our stakeholders for
their support and blessings. We shall continually try to surpass
your expectations.
Warm Regards,
Uttam Bagri
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Ujwal Damani
Associate Director, International
Business Cooperation Division

Dr. V. Aditya Srinivas
Chief Operating Officer
and Chief Economist

THE

Dr. Vispi Rusi
Bhathena | PhD (h.c.)
Chief Executive Officer

Hello everyone and welcome back to the APRIL special annual edition of BBF FORUM
VIEWS, monthly capital markets & lifestyle magazine, 2021.

This annual edition is a comprehensive publication which consists of outlooks on vital
aspects relevant to today’s financial world. This edition is graced by influential
individuals, leaders, trendsetters, visionaries, thinkers, entrepreneurs, tycoons, icons
and role models with a wonderful alliance of natives and global writers, who organise
and animate an almost overwhelming plethora of insights.

FROM

BBF SECRETARIAT
At the Bombay Stock Exchange Brokers’ Forum (BBF), we combine information,
knowledge, technology and the talents of our people to facilitate our Members with
the finest feasible assistance. This is valuable as it increases efficiency for our Members
and the community we serve and that ultimately creates value for all stakeholders. This
has been our mission for decades and we remain fully committed to it.

In our efforts to fulfil our mission, we are guided by meaningful values and integrity
from our Governing Board Members to whom we are sincerely grateful.

We want to convey our gratitude for your valuable investment and trust in our
association.

At BBF, we combine information, knowledge, technology and the talents
of our people to facilitate our Members with the finest feasible assistance.
TEAM
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BBF | MEMBERSHIP AT A GLANCE
*

BOMBAY STOCK EXCHANGE BROKERS' FORUM (BBF)
MEMBERSHIP PRESENCE AT ALL INDIA LEVEL
& GROWING...

STATE
DELHI
BIHAR
ANDHRA PRADESH
HARYANA

CHHATTISGARH
DAMAN & DIU
GUJARAT

CITY
PATNA
VISAKHAPATNAM
RAJAHMUNDRY
FARIDABAD
GURGAON
GURUGRAM
HISAR
BHILAI
RAIPUR

AHMEDABAD
BARODA
BHAVNAGAR
GANDHINAGAR
NADIAD
PALANPUR
PATAN
RAJKOT
SURAT
UNJHA
VADODARA
JAMMU & KASHMIR SRINAGAR
JHARKHAND
JAMSHEDPUR
KARNATAKA
BANGALORE
KERALA
COCHIN
ERNAKULAM
THIRUVANANTHAPURAM
THRISSUR

MEMBERS

STATE

34
1
1
1
1
3
3
1
1
2
1
38
1
4
1
1
1
1
9
8
1
3
1
1
19
1
3
1
2

MADHYA PRADESH

MAHARASHTRA

PUNJAB

RAJASTHAN

TAMILNADU
TELANGANA
UTTAR PRADESH

WEST BENGAL

CITY

MEMBERS

BHOPAL
INDORE
UJJAIN
MUMBAI
JALNA
PUNE
JALANDHAR
CHANDIGARH
LUDHIANA
MOGA
BIKANER
CHITTORGARH
JAIPUR
JODHPUR
SRI GANGANAGAR
CHENNAI
COIMBATORE
HYDERABAD
AGRA
GORAKHPUR
KANPUR
LUCKNOW
MORADABAD
NOIDA
VARANASI
KOLKATA

TOTAL

4
7
1
448
2
5
2
2
1
2
1
1
4
3
1
20
1
12
1
1
2
1
1
1
1
48

718

718
*Membership subscription as per data 2020-2021
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BBF | MEMBER OF REPUTED INDUSTRY BODIES

GLOBAL

* Logo placement in alphabetical order
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BBF | COLLABORATIONS
DOMESTIC

GLOBAL

EDUCATIONAL INSTITUTIONS

* Logo placement in alphabetical order
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BBF | WEBINARS - EVENTS - CAMPS
Webinars | Events | Camps
Sr. No. Subject
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
32

Sexual Harassment of Women at Work (POSH)
NCDEX - Investor Resolution Mechanism
New Developments at CDSL
Changes in the reporting format of data towards Client Level Cash & Cash Equivalent Balances and Holding
Statement w.e.f. 16-Jan-2021
Peak Margin w.e.f. 01-Dec Implementation issues and implications
Risk Assessment Template submission - A walkthrough
SEBI Settlement Scheme for entities who had made reversal trades in the F&O segment
ICCL File Formats
Collection of Upfront Margins Peak margin reporting w.e.f 01-Oct-20
NSDL PAYMENTS BANK: NSDL Jiffy - A whole new way of Digital Banking
Submission of Risk Assessment Template for adherence to the AML/CFT norms under PMLA
NSDL Speed-E for Stock Brokers Features and Functions
CDSL Easiest for Stockbrokers Features and Functions
BBF - CDSL & NSDL Camp: Pledge Re-pledge query resolution - Ask the Depository
Cash Segment Margin Reporting - Doing business without penalties
Cash Market Margin Collection and Reporting w.e.f 1-Sep-2020 - A review of requirements
Pledge re-pledge w.e.f. 01-Sep-2020 - A review of current preparedness and impact on Stock Broking/
Commodity Broking and DP operations
Pledge re-pledge & Cash Market Margin Collection - Impact on Stock Broking and DP operations w.e.f. 01-Aug-2020
Levy of Stamp Duty through Depositories w.e.f. 01-Jul-2020 - the What and How
FATCA and CRS compliances for Capital Market Intermediaries
Operational aspects/ features of BEST (in Hindi)
Operational aspects/ features of BEST (in English)
Operational aspects/ features of BOW (in Hindi)
Operational aspects/ features of BOW (in English)
E-DIS and other online facilities of NSDL
E-DIS and other online facilities of CDSL
BBF Speaks : A weekly wrap of important circulars/ directions issued by Regulator/
Markets Infrastructure Institutions (MIIs)
Overview of Exchange Hosted Trading Solutions1. BEST2. BOW [in ENGLISH]
Insurance business opportunities (with BSE EBIX and CDSL)
BBF Speaks : A weekly wrap of important circulars/ directions issued by Regulator/
Markets Infrastructure Institutions (MIIs)
Margin Pledge/Re-pledge Operational Process at NSDL (with NSDL)
BBF Briefing - Operational aspects of uploading daily bank and funds balance (Hindi)
(with BSE, MCX, MSE, NCDEX and NSE)
BBF Briefing - Operational aspects of uploading daily bank and funds balance (English)
(with BSE, MCX, MSE, NCDEX and NSE)
Pledge repledge- an overview (with CDSL)
KYC, re-KYC and E-KYC (with CDSL, NSDL and SEBI)
New Framework of margin calculation (incl. for derivatives segment) w.e.f. 01-Jun-2020 (with ICCL and NCL)
Trading In Rights Entitlement (RE)
Cyber Security Framework for Stock Brokers and DPs (with BSE)
Surveillance Frameworks(with BSE)
FATCA and CRS compliances - An update
Compliance Requirements for Stock Brokers and DPs - An Update (Repeat)
Compliance Requirements for Stock Brokers and DPs - An Update
FORUM VIEWS - APRIL 2021

APRIL 2020 - MARCH 2021
Day & Date

Timing

With participation of

Monday, 22 February
Wednesday, 17 February
Friday, 5 February
Wednesday, 23 December

04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM

NA
NCDEX
CDSL
BSE, NSE, MSE, MCX and NCDEX

Friday, 27 November
Tuesday, 27 October
Tuesday, 13 October
Wednesday, 7 October
Tuesday, 29 September
Friday, 25 September
Tuesday, 22 September
Friday, 18 September
Thursday, 17 September
Monday, 14 September
Saturday, 12 September
Monday, 31 August
Monday, 24 August

04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
10:00 AM - 05:00 PM
11:00 AM - 01:00 PM
04:30 PM - 06:00 PM
04:30 PM - 06:00 PM

NA
BSE, NSE and TSS Consultancy
NA
ICCL
MIIs
NSDL
TSS Consultancy
NSDL
CDSL
CDSL, NSDL
BSE, NSE, ICCL & NSCCL
Exchanges and Clearing Corporations
BSE, CDSL, ICCL, MCX, MSEI, NCDEX, NCL, NSDL and NSE

Monday, 6 July
Wednesday, 1 July
Monday, 22 June
Friday, 26 June
Thursday, 25 June
Wednesday, 24 June
Tuesday, 23 June
Wednesday, 17 June
Wednesday, 17 June
Monday, 15 June

04:30 PM - 06:00 PM
04:30 PM - 06:30 PM
04:30 PM - 06:00 PM
04:30 PM - 06:30 PM
04:30 PM - 05:30 PM
04:30 PM - 06:30 PM
04:30 PM - 06:30 PM
05:30 PM - 06:15 PM
04:30 PM - 05:15 PM
04:30 PM - 05:00 PM

BSE, CDSL, ICCL, MCX, MSEI, NCDEX NCL, NSDL, NSE
CDSL, ICCL, NCL and NSDL
Kaytes Business Consultants LLP
BEST Team
BEST Team
BOW Team
BOW Team
NSDL
CDSL
NA

Thursday, 11 June
Tuesday, 9 June
Monday, 8 June

04:30 PM - 06:00 PM
04:30 PM - 06:00 PM
04:30 PM - 05:00 PM

BEST and BOW Teams
BSE EBIX
NA

Friday, 5 June
Tuesday, 2 June

04:30 PM - 06:00 PM
05:30 PM - 06:00 PM

NSDL
Stock and Commodity Exchanges

Tuesday, 2 June

04:30 PM - 05:00 PM

Stock and Commodity Exchanges

Wednesday, 27 May
Saturday, 30 May
Thursday, 28 May
Wednesday, 20 May
Friday, 22 May
Tuesday, 26 May
Saturday, 16 May
Tuesday, 12 May
Saturday, 9 May

04:30 PM - 05:30 PM
11:00 AM - 12:00 PM
04:30 PM - 05:30 PM
04:30 PM - 05:30 PM
04:30 PM - 05:30 PM
04:30 PM - 05:30 PM
11:00 AM - 12:30 PM
04:30 PM - 06:00 PM
11:00 AM - 12:30 PM

CDSL
KUAs and SEBI
ICCL, NCL + Subject Expert(s)
MIIs
BSE
BSE
Kaytes Business Consultants LLP
NA
MIIs
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YEARS

INITIATED
8
2254
SESSIONS 83485

ATTENDEES

ON JANUARY 15th, 2013

CITIES
COVERED

BBF
43
Investor
Education &

Awareness

Initiatives
COMPOSITION
34

MANAGEMENT STUDENTS, GRADUATES,
FACULTY MEMBERS, INVESTORS
*Data as of March 2021

BBF | INVESTOR EDUCATION AND AWARENESS INITIATIVES
(LIST OF VIRTUAL SESSIONS) (APRIL 2020 - MARCH 2021)
Sr.
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
35

Date
10-Jun
11-Jun
13-Jun
14-Jun
15-Jun
16-Jun
17-Jun
17-Jun
17-Jun
18-Jun
18-Jun
18-Jun
19-Jun
19-Jun
19-Jun
20-Jun
20-Jun
20-Jun
22-Jun
23-Jun
17-Jul
17-Jul
18-Jul
20-Jul
20-Jul
20-Jul
21-Jul
21-Jul
21-Jul
21-Jul
22-Jul
22-Jul
23-Jul
23-Jul
24-Jul
24-Jul
24-Jul
25-Jul
25-Jul
28-Jul
18-Aug
18-Aug
19-Aug
19-Aug
20-Aug
20-Aug
21-Aug
21-Aug
22-Aug
22-Aug
23-Aug

Day
Wed
Thu
Sat
Sun
Mon
Tue
Wed
Wed
Wed
Thu
Thu
Thu
Fri
Fri
Fri
Sat
Sat
Sat
Mon
Tue
Fri
Fri
Sat
Mon
Mon
Mon
Tue
Tue
Tue
Tue
Wed
Wed
Thu
Thu
Fri
Fri
Fri
Sat
Sat
Tue
Tue
Tue
Wed
Wed
Thu
Thu
Fri
Fri
Sat
Sat
Sun

Educational Institutions/ Business Schools/ Colleges
SIES College of Arts, Science and Commerce
SIES College of Arts, Science and Commerce
Allana Institute of Management Studies
Allana Institute of Management Studies
Sir Sitaram and Lady Shantabai Patkar College of Arts and Science
Sir Sitaram and Lady Shantabai Patkar College of Arts and Science
Nagindas Khandwala College
Nagindas Khandwala College
Alkesh Dinesh Mody Institute for Financial & Management Studies
Nagindas Khandwala College
Nagindas Khandwala College
Alkesh Dinesh Mody Institute for Financial & Management Studies
Nagindas Khandwala College
Nagindas Khandwala College
Alkesh Dinesh Mody Institute for Financial & Management Studies
Nagindas Khandwala College
Nagindas Khandwala College
Alkesh Dinesh Mody Institute for Financial & Management Studies
Patuck Gala College of Commerce & Management
Patuck Gala College of Commerce & Management
SNDT Women's University
Ballari Institute of Technology and Management
Ballari Institute of Technology and Management
Ballari Institute of Technology and Management
LJ Integrated MBA College
General Investor Program
Ballari Institute of Technology and Management
KLE College of Science and Commerce
Symbiosis Institute of Business Management
LJ Integrated MBA College
Ballari Institute of Technology and Management
LJ Integrated MBA College
Ballari Institute of Technology and Management
LJ Integrated MBA College
Bharat Mata College
The SIA College of Higher Education
General Investor Program
Bharat Mata College
The SIA College of Higher Education
General Investor Program
The SIA College of Higher Education
Allana Institute of Management Studies
The SIA College of Higher Education
Allana Institute of Management Studies
The SIA College of Higher Education
Allana Institute of Management Studies
The SIA College of Higher Education
The SIA College of Higher Education
Lala Lajpat Rai College of Commerce and Economics
Allana Institute of Management Studies
Lala Lajpat Rai College of Commerce and Economics

Attendees
52
50
51
50
52
50
45
51
50
45
50
52
56
47
50
53
50
56
48
52
45
45
56
53
50
52
50
56
50
51
50
52
50
54
50
57
50
45
50
52
50
56
50
54
50
51
50
57
50
49
50
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BBF | INVESTOR EDUCATION AND AWARENESS INITIATIVES
(LIST OF VIRTUAL SESSIONS) (APRIL 2020 - MARCH 2021)
Sr.
No.
52
53
54
55
56
57
58
59
60
61
62
63

Date

Day

23-Aug
24-Aug
24-Aug
25-Aug
26-Aug
27-Aug
28-Aug
29-Aug
30-Aug
16-Sep
18-Sep
18-Sep

Sun
Mon
Mon
Tue
Wed
Thu
Fri
Sat
Sun
Wed
Fri
Fri

64
65

19-Sep
19-Sep

Sat
Sat

36

66

20-Sep

Sun

67
68
69
70
71

21-Sep
21-Sep
21-Sep
22-Sep
22-Sep

Mon
Mon
Mon
Tue
Tue

72
73
74
75
76
77

22-Sep
23-Sep
23-Sep
24-Sep
24-Sep
25-Sep

Tue
Wed
Wed
Thu
Thu
Fri

78
79

26-Sep
27-Sep

Sat
Sun

80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96

28-Sep
17-Oct
18-Oct
19-Oct
20-Oct
21-Oct
20-Oct
21-Oct
22-Oct
22-Oct
23-Oct
23-Oct
24-Oct
25-Oct
29-Oct
30-Oct
27-Oct

Mon
Sat
Sun
Mon
Tue
Wed
Tue
Wed
Thu
Thu
Fri
Fri
Sat
Sun
Thu
Fri
Tue

Educational Institutions/ Business Schools/ Colleges
Allana Institute of Management Studies
General Investor Program
SNDT Women's University
SNDT Women's University
General Investor Program
General Investor Program
General Investor Program
General Investor Program
The SIA College of Higher Education
B.R.C.M. College Of Business Administration
B.R.C.M. College Of Business Administration
Appasaheb Raghunathrao Bhaurao Garud Arts, Commerce &
Science College
B.R.C.M. College Of Business Administration
Appasaheb Raghunathrao Bhaurao Garud Arts, Commerce &
Science College
Appasaheb Raghunathrao Bhaurao Garud Arts, Commerce &
Science College
B.R.C.M. College Of Business Administration
Navrachana University
IES Management College and Research Centre (IES MCRC)
Navrachana University
Appasaheb Raghunathrao Bhaurao Garud Arts, Commerce &
Science College
IES Management College and Research Centre (IES MCRC)
Navrachana University
IES Management College and Research Centre (IES MCRC)
Navrachana University
IES Management College and Research Centre (IES MCRC)
Appasaheb Raghunathrao Bhaurao Garud Arts, Commerce &
Science College
B.R.C.M. College Of Business Administration
Appasaheb Raghunathrao Bhaurao Garud Arts, Commerce &
Science College
General Investor Program
S. R. Luthra Institute of Management
S. R. Luthra Institute of Management
S. R. Luthra Institute of Management
S. R. Luthra Institute of Management
S. R. Luthra Institute of Management
Bhagwan Mahavir College of Science & Technology
Bhagwan Mahavir College of Science & Technology
Auro University
Bhagwan Mahavir College of Science & Technology
Auro University
Bhagwan Mahavir College of Science & Technology
Bhagwan Mahavir College of Science & Technology
Bhagwan Mahavir College of Science & Technology
Auro University
Auro University
Arts Arts, Commerce & Science College

Attendees
48
50
53
50
45
50
44
50
46
50
51
50
59
50
49
50
48
50
45
50
51
55
45
47
50
46
50
51
52
58
57
50
51
50
56
50
56
54
51
50
57
51
50
50
53
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BBF | INVESTOR EDUCATION AND AWARENESS INITIATIVES
(LIST OF VIRTUAL SESSIONS) (APRIL 2020 - MARCH 2021)
Sr.
No.
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140

Date

Day

28-Oct
29-Oct
30-Oct
31-Oct
23-Nov
24-Nov
23-Nov
24-Nov
25-Nov
25-Nov
25-Nov
25-Nov
25-Nov
26-Nov
26-Nov
26-Nov
27-Nov
27-Nov
27-Nov
28-Nov
28-Nov
28-Nov
29-Nov
29-Nov
14-Dec
14-Dec
15-Dec
15-Dec
16-Dec
16-Dec
17-Dec
17-Dec
18-Dec
18-Dec
19-Dec
19-Dec
19-Dec
19-Dec
21-Dec
21-Dec
22-Dec
22-Dec
23-Dec
23-Dec

Wed
Thu
Fri
Sat
Mon
Tue
Mon
Tue
Wed
Wed
Wed
Wed
Wed
Thu
Thu
Thu
Fri
Fri
Fri
Sat
Sat
Sat
Sun
Sun
Mon
Mon
Tue
Tue
Wed
Wed
Thu
Thu
Fri
Fri
Sat
Sat
Sat
Sat
Mon
Mon
Tue
Tue
Wed
Wed

Educational Institutions/ Business Schools/ Colleges
Arts Arts, Commerce & Science College
Arts Arts, Commerce & Science College
Arts Arts, Commerce & Science College
Arts Arts, Commerce & Science College
Bhavan's College
Bhavan's College
SIES College of Arts, Science and Commerce
SIES College of Arts, Science and Commerce
Bhavan's College
SIES College of Arts, Science and Commerce
Vidyalankar School of Information Technology
Kothari College of Management, Science and Technology
Allana Institute of Management Studies
SIES College of Arts, Science and Commerce
Vidyalankar School of Information Technology
Allana Institute of Management Studies
SIES College of Arts, Science and Commerce
Kothari College of Management, Science and Technology
Allana Institute of Management Studies
Jashbhai Maganbhai Patel College of Commerce
Jashbhai Maganbhai Patel College of Commerce
Jashbhai Maganbhai Patel College of Commerce
Chembur Sarvankash Shikshan Shastra Mahavidyalaya
Chembur Sarvankash Shikshan Shastra Mahavidyalaya
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
C. U. Shah University, Wadhwan City
Shaheed Sukhdev College of Business Studies
Shaheed Sukhdev College of Business Studies
General Investor program
General Investor program
Shaheed Sukhdev College of Business Studies
Shaheed Sukhdev College of Business Studies
Shaheed Sukhdev College of Business Studies
Shaheed Sukhdev College of Business Studies
Shaheed Sukhdev College of Business Studies
Shaheed Sukhdev College of Business Studies

Note: +

Attendees
51
54
50
57
50
51
50
52
53
56
50
54
59
58
56
56
51
58
53
57
50
41
50
44
50
54
58
49
54
48
53
51
50
45
50
50
47
57
50
49
46
56
48
45

January 2021 | Sessions = 30 | Attendees = 1575
February 2021 | Sessions = 30 | Attendees = 1570
March 2021 | Sessions = 30 | Attendees = 1580

TOTAL SESSIONS: 230 | TOTAL ATTENDEES: 10000+
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BBF | GLOBAL CONNECTS (MILESTONES)
Dates
November 2012
January 2013
May 2013

Events
Maldives Stock Exchange and Maldives Capital Market
Development Authority - Financial inclusion event
Members’ Conference 2013
1st International Outreach Program 2013 (Global Business
Connect Tour)

26th International Council of Securities Associations (ICSA) AGM 2013
2nd International Outreach Program 2013 (Global Business
October 2013
Connects’ Tour)
18th Asia Securities Forum (ASF) - AGM 2013
October 2013
27th International Council of Securities Associations (ICSA) April 2014
AGM 2014
BBF hosts’ the 28th International Council of Securities
April 2015
Associations (ICSA) - AGM 2015
3rd International Outreach Program 2015
September - October 2015
(Global Business Connect Tour)
20th Asia Securities Forum (ASF) - AGM 2015
November 2015
Asia Securities Industry & Financial Markets Association
December 2015
(ASIFMA) - Annual Conference 2015
29th International Council of Securities Association (ICSA) May 2016
AGM 2016
21st Asia Securities Forum (ASF) - AGM 2016
November 2016
November - December 2016 Asia Securities Forum (ASF) - Tokyo Round Table 2016
30th International Council of Securities Association (ICSA) May 2017
AGM 2017
Asia Securities Forum (ASF) - Tokyo Round Table 2017
October 2017
22st Asia Securities Forum (ASF) - AGM 2017
November 2017
10th Anniversary IFIE - IOSCO Conference
April 2018
31st International Council of Securities Associations (ICSA) June 2018
AGM 2018
1st India - Korea Capital Market Cooperation Forum 2018
July 2018
Asia Securities Forum (ASF) - Tokyo Round Table 2018
September 2018
23rd Asia Securities Forum (ASF) - AGM 2018
October - November 2018
BBF Global Connects Tour
January 2019
May 2013

June 2019
June 2019
September 2019
November 2019
January 2020
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Locations
Maldives
Bangladesh
Thailand, Philippines,
Indonesia, Singapore,
Malaysia
Sydney, Australia
Seoul, Tokyo, Hong Kong
and Taiwan
Taipei, Taiwan
Paris, France
Mumbai, India
Amsterdam, Luxembourg,
Frankfurt, Paris, London
Seoul, South Korea
Hong Kong
Stockholm, Sweden
Manila, Philippines
Tokyo, Japan
Mexico City, Mexico
Tokyo, Japan
Tokyo, Japan
Tokyo, Japan
Taipei, Taiwan

Mumbai, India
Tokyo, Japan
Bali, Indonesia
Seoul, South Korea and
Tokyo, Japan
Opportunities in New India
Seoul, South Korea
32nd International Council of Securities Associations (ICSA) - Milan, Italy
AGM 2019
Japan Securities Dealers Association (JSDA) - 15th ASF
Tokyo, Japan
Tokyo Round Table
24th Asia Securities Forum (ASF) - AGM 2019
Istanbul, Turkey
2nd BBF Global Connects - Japan 2020: India Investment
Tokyo, Japan
Opportunity
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BBF | KNOWLEDGE STRIPS

What! You want my financial
details like Income and Net-worth.
Why should I share this?

Under the Prevention of
Money Laundering Act 2002, a stock
broker is obligated to collect financial
details of its clients.

This information is used
to generate alerts for suspicious
transactions and reported to the
regulatory authorities.

In that case, I should be
worried if my Stock Broker is not
asking for my financial details.

Absolutely!

Ensure that your financial details with
your stock broker is upto date.
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | KNOWLEDGE STRIPS
Hey, I received a call
today from a person claiming to give
Stock Tips and guaranteed way of making
money in Stock trading for nominal
monthly charges.

What kind of registration
is required for giving investment
advice?

Was the person a SEBI
Registered Investment Advisor
or a regulated entity?

Under the SEBI (Investment
Advisers) Regulations 2013, no individual/
entity shall act as an investment adviser
without registering with SEBI (unless
specifically exempted).

No Investment Adviser can offer
guaranteed or sure-shot returns in any
trading/investment scheme.

Be wary of unsolicited investment advice, ensure that your investment
adviser is registered with Securities Exchange Board Of India (SEBI).
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | KNOWLEDGE STRIPS
I have received this SMS
recommending purchasing a share.
Says that there is sure-shot return. I
am planning to buy immediately.

Is it from a person you
know? Have you studied
the company?

Nope, I think
someone is just trying
to help me.
Unsolicited SMS is a menace.
Stock exchanges have a list of
securities where unsolicited SMS’s
have been floated.

I just checked the exchange
website. This stock name appears in the
“list of securities in which SMS’s is found
to be circulated”. I almost fell for this.
Close shave.

Do not trust any SMS which is received from unknown
sources. Report such messages to
BSE on 7506840578 and NSE on 8291833676.
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | KNOWLEDGE STRIPS
I met an old friend after
many years. He deals in stocks. He has
informed me of an excellent opportunity
where I can lend by shares to him and
get fixed monthly interest of
more than Bank FD rate.

Is it under a formal
arrangement as per the official
Securities Lending and Borrowing (SLB)
Framework through registered Approved
Intermediaries (AIs)?

Let me check.

No, he says it is on a friendly
basis, since the official scheme
gives much lesser returns.

Don’t fall into the trap of
such “friends” as shares lent under such
informal lending is illegal and you will have
little recourse of recovering such
shares in case of a fraud.

Do not go for informal lending of your securities, lend your
securities only under the approved SLB framework.
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | KNOWLEDGE STRIPS
My daughter loves
share trading. She is managing the
Portfolio of my friends and
giving good returns.

But discretionally
trades are permitted only to
SEBI Registered Portfolio Managers
with minimum investment of
Rs. 25 lakh per investor.

My friends are happy
and will be now permitting her to
do trade as per her discretion.
She will get a profit share.
I am proud of her.

Oh, I don’t want to be
on the wrong side of law. Will
immediately ask my daughter to
start this business only after
registering with SEBI.

Even if your intentions are good, you have to follow the law.
Ensure that discretionary trades are done only by Securities and
Exchange Board of India (SEBI) registered Portfolio Manager.
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | KNOWLEDGE STRIPS
My Stock Broker is driving
me mad. Every month, they transfer all
my extra funds lying with them to my
bank account.

Arrey, I don’t want the money
back. I have to transfer the same
to him again.

How is that a
problem?

This requirement is prescribed
by law for your own safety, your
Stock Broker does not have a choice
even if you desire.

Oh, what I thought
was harassment was actually my
Stock Broker following good
work ethics.

All Stock Brokers settle the accounts of the client on a periodic basis
in line with Regulatory Directives. Kindly co-operate if and when
Stock Broker does so, and be wary if settlements do not take place.
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | KNOWLEDGE STRIPS
My late grandfather has a
large portfolio of shares in his demat
account which he intended to
give to me

I checked, there is
old nomination in name of my
late grandmother.
What do I do?

I hope your grandfather has
registered you as a Nominee in
the demat account
Is it a
complicated process?

Since the value of shares
is large, you will now need a Probate
or Succession Certificate or Letter of
Administration to get the shares
transferred to you

The legal procedure
will need to be done,
it does take time

Leave assets, not headaches for your loved ones.
Ensure that you have up to date nominations registered
in your demat and trading accounts.
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | KNOWLEDGE STRIPS
Why is my Stock Broker/
Depository Participant insisting for
email ID and mobile number?

For better communication
and safety, all investors
should register their email
ID and mobile number

It is inconvenient,
but it is for my
own good

Indeed!
In fact, except family (only self,
spouse, dependent children and
dependent parents), you need separate
email ID/mobile number

Ensure that your latest and correct email ID is uploaded in your trading
and demat accounts. Ensure that separate Email ID and mobile number
is uploaded for each separate account except in case of family.
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | KNOWLEDGE STRIPS
Father was managing all
family assets. He is hurt in an
accident and in coma

Has your father
shared the financial details
with anyone?

I don’t even know our
bank account numbers and
what assets and liability
we have

Start going through all
files and emails to figure out
the actual position then

No, he was very
secretive

Please list out all your assets and liabilities at periodic interval.
Draw up your will and leave with trusted persons or put it in locker.
Let the family know the bank and locker details.
Issued in Public Interest by
Bombay Stock Exchange Brokers' Forum (BBF)
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BBF | FORUM VIEWS MAGAZINE
(APRIL 2020 - MARCH 2021)
SPECIAL EDITION

APRIL

MAY

JUNE

JULY

AN AWARD WINNING
CAPITAL MARKETS & LIFESTYLE
MAGAZINE
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AUGUST

SEPTEMBER

OCTOBER

NOVEMBER

DECEMBER

JANUARY

FEBRUARY

MARCH
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BBF | FORUM VIEWS ADVERTISERS
WE APPRECIATE YOUR PATRONAGE

* Logo placement in alphabetical order
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BBF | FORUM VIEWS ADVERTISERS
WE APPRECIATE YOUR PATRONAGE

* Logo placement in alphabetical order
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BBF | SOCIAL RESPONSIBILITY INITIATIVES
SUPPORT TO FOUNDATIONS

* Logo placement in alphabetical order
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56

WEBINARS | SEMINARS
EVENTS | CAMPS
CONDUCTED BY
BOMBAY STOCK EXCHANGE
BROKERS' FORUM (BBF)
(APRIL 2020 - MARCH 2021)
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BSE LAKSHMI POOJAN AND MUHURAT TRADING
(NOVEMBER 14, TUESDAY)
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BSE LAKSHMI POOJAN AND MUHURAT TRADING
(NOVEMBER 14, TUESDAY)

Athiya Shetty
(Bollywood Actress)
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BBF-IFIE WORLD INVESTOR WEEK
“INDIA INVESTOR SHOW 2020” (NOVEMBER 24, TUESDAY)

As the world celebrates the World Investor Week 2020
Bombay Stock Exchange Brokers’ Forum (BBF) and
International Forum for Investor Education (IFIE)
successfully conducted one day event for the Indian Investors

November 24, Tuesday
10:00 am to 6:00 pm
Our Support Partners
EXCHANGES

DEPOSITORIES

CLEARING
CORPORATIONS

KNOWLEDGE
PARTNERS

* Logos are placed alphabetically

www.brokersforumofindia.com | www.ifie.org
@bbfindia
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/brokersforumofindia

/bsebrokersforum

c/bbfindia/

BBF-IFIE WORLD INVESTOR WEEK
“INDIA INVESTOR SHOW 2020” (NOVEMBER 24, TUESDAY)

November 24, Tuesday

OUR SPEAKERS

(Photos placed session-wise)

Guest of Honor

Hon'ble Mr. Anand Mohan Bajaj
Addl. Secretary (FM), MoF

Mr. Prabhat R. Acharya
Director, NIFM

Mr. Ashishkumar Chauhan
MD & CEO, BSE

Mr. Vikram Limaye
MD & CEO, NSE

Ms. Kathryn Edmundson
ED, IFIE

Mr. Uttam Bagri
Chairman, BBF

Mr. Anurag Bansal
Secretary, BBF

Mr. Nehal Vora
MD & CEO, CDSL

Mr. Navneet Munot
CIO, SBI Mutual Fund

Mr. Nithin Kamath
Founder, Zerodha

Mr. Hemant Majethia
Vice-Chairman, BBF

Dr. V. R. Narasimhan
Dean, NISM

Mr. Khushro Bulsara
Head - IPF, BSE

Mr. Dhiraj Relli
MD & CEO, HDFC Securities

Mr. Nilesh Shah
MD, KMAMC

Mr. Raamdeo Agrawal
Chairman, MOFSL

Mr. G. ChandraShekhar
Specialist, Commodities

Mr. Rishi Nathany
Head - Bus. Devt., MCX

Mr. Vijaykumar Venkataraman
MD & CEO, NCDEX

Ms. Vandana Bharti
Head - Commodity, SMC

Mr. Bhushan Kedar
Director, Fixed Income, CRISIL

Ms. Lakshmi Iyer
CIO (Debt), KMAMC

Mr. Farshid A. Cooper
MD, Spenta Corporation

Mr. Diwakar Rana
MD (CM), Savills India

Mr. Bharat Shah
ED, ASK Group
Master of Ceremonies

Mr. Ramesh Damani
MD, Ramesh S. Damani Fin.
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Dr. Vijay Kedia
Director, Kedia Securities

Mr. Shankar Sharma
VC & Jt. MD, First Global

Dr. Aditya Srinivas
COO, BBF

Mr. Alok Churiwala
Former - Vice-Chairman, BBF

BBF-IFIE WORLD INVESTOR WEEK
“INDIA INVESTOR SHOW 2020” (NOVEMBER 24, TUESDAY)

November 24, Tuesday

PROGRAM FLOW
Time

Session Name

Panellists
Guest of Honour:
Honourable Mr. Anand Mohan Bajaj, Additional Secretary (FM), MoF

10:00 am - 10:45 am Inaugural Session

Special Guests:
Mr. Acharya Prabhat Ranjan | Director, NIFM
Mr. Ashishkumar Chauhan | MD & CEO, BSE
Mr. Vikram Limaye | MD & CEO, NSE
Ms. Kathryn Edmundson
ED, International Forum for Investor Education (IFIE)
Mr. Uttam Bagri
Chairman, Bombay Stock Exchange Brokers' Forum (BBF)
Moderator: Mr. Anurag Bansal | Secretary, BBF

10:45 am - 11:45 am

Panel: Indian Retail Investors
- meeting their expectations

Mr. Navneet Munot | CIO, SBI Mutual Fund
Mr. Nithin Kamath | Founder, Zerodha
Mr. Nehal Vora | MD & CEO, CDSL
Moderator: Mr. Hemant Majethia | Vice-Chairman, BBF
Dr. V. R. Narasimhan | Dean, School of Corporate Governance and
School of Regulatory Studies, NISM

11:45 am - 12:45 pm

Panel: Investor Protection
- where do we stand?

Mr. Khushro Bulsara | Head - Investor Protection Fund, BSE
Mr. Dhiraj Relli | MD & CEO - HDFC Securities
Mr. Nilesh Shah
MD, Kotak Mahindra Asset Management Company Limited (KMAMC)

12:45 pm - 01:30 pm Equity - What Lies in Future

01:30 pm - 2:30 pm

Panel: Commodity
- Emerging Asset Class

Mr. Raamdeo Agarwal
Chairman, Motilal Oswal Financial Services Limited
Moderator: Mr. G. ChandraShekhar
Commodities Market Specialist and Independent Member, SEBI-CDAC
Mr. Rishi Nathany | Head - Business Development and Marketing, MCX
Mr. Vijaykumar Venkataraman | MD & CEO, NCDEX
Ms. Vandana Bharti
Head, Commodity Research, SMC Global Securities Ltd.

Debt Market - How to increase
02:30 pm - 03:15 pm retail participation

Mr. Bhushan Kedar
Director, Funds and Fixed Income Research, CRISIL Ltd
Ms. Lakshmi Iyer | President and CIO (Debt) & Head Products,
Kotak Mahindra Asset Management Company Limited (KMAMC)

Panel: New Asset Class
03:15 pm - 04:00 pm Overview
- Real Estate

Mr. Farshid A. Cooper | Managing Director, Spenta Corporation Pvt. Ltd.
Mr. Diwakar Rana | MD, Capital Markets, Savills India
Mr. Bharat Shah | Executive Director, ASK Group

04:00 pm - 05:00 pm

Success Speaks

Mr. Ramesh S. Damani | MD, Ramesh S. Damani Finance Pvt. Ltd.
Mr. Vijay Kedia | Director, Kedia Securities Pvt. Ltd.
Mr. Shankar Sharma | Vice-Chairman & Jt. M, First Global
Mr. Uttam Bagri | Chairman, BBF

Closing session
05:00 pm - 05:30 pm
- learnings and going ahead

Ms. Kathryn Edmundson | ED, IFIE
Dr. Aditya Srinivas | COO & Chief Economist, BBF
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BBF-IFIE WORLD INVESTOR WEEK
“INDIA INVESTOR SHOW 2020” (NOVEMBER 24, TUESDAY)
Inaugural Session | 10:00 am - 10:45 am

Master of Ceremonies
Alok Churiwala

Guest of Honor: Honourable Mr. Anand Mohan Bajaj (Additional Secretary (FM), Ministry of Finance)
Special Guests: Mr. Ashishkumar Chauhan (MD & CEO, BSE), Mr. Vikram Limaye (MD & CEO, NSE),
Mr. Acharya Prabhat Ranjan (Director, NIFM)
Ms. Kathryn Edmundson (ED, International Forum for Investor Education (IFIE)),
Mr. Uttam Bagri (Chairman, Bombay Stock Exchange Brokers' Forum (BBF))

Panel: Indian Retail Investors: Meeting their expectations | 10:45 am - 11:45 am

Moderated by: Mr. Anurag Bansal | Secretary, BBF
Mr. Navneet Munot (CIO, SBI Mutual Fund), Mr. Nehal Vora (MD & CEO, CDSL), Mr. Nithin Kamath (Founder, Zerodha)

Panel: Investor Protection - Where do we stand? | 11:45 am - 12:45 pm

Moderated by: Mr. Hemant Majethia (Vice-Chairman, Bombay Stock Exchange Brokers' Forum (BBF))
Dr V. R. Narasimhan (Dean, School of Corporate Governance and School of Regulatory Studies,
National Institute of Securities Markets (NISM)),
Mr. Khushro Bulsara (Head - Investor Protection Fund, BSE Limited), Mr. Dhiraj Relli (MD & CEO, HDFC Securities)
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BBF-IFIE WORLD INVESTOR WEEK
“INDIA INVESTOR SHOW 2020” (NOVEMBER 24, TUESDAY)
Equity - What Lies in future? | 12:45 pm - 01:30 pm

Mr. Nilesh Shah (MD, Kotak Mahindra Asset Management Co Ltd.),
Mr. Raamdeo Agrawal (Chairman, Motilal Oswal Financial Services Limited (MOFSL))

Panel: Commodity - Emerging asset class | 01:30 pm - 2:30 pm

Moderated: Mr. G. ChandraShekhar (Commodities Market Specialist and Independent Member, SEBI-CDAC)
Mr. Vijaykumar Venkataraman (MD & CEO, NCDEX), Mr. Rishi Nathany (Head - Business Development
and Marketing, MCX), Ms. Vandana Bharti (Head - Commodity Research, SMC Global Securities Ltd.)

Debt Market - How to increase retail participation | 02:30 pm - 03:15 pm

Ms. Lakshmi Iyer (President and CIO (Debt) & Head Products, Kotak Mahindra Asset Management
Company Limited (KMAMC), Mr. Bhushan Kedar (Director, Funds and Fixed Income Research, CRISIL Ltd.)

Real Estate - Alternate asset class | 03:15 pm - 04:00 pm

Mr. Farshid A. Cooper (MD, Spenta Corporation Pvt. Ltd.), Mr. Diwakar Rana (MD, Capital Markets, Savills India)
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BBF-IFIE WORLD INVESTOR WEEK
“INDIA INVESTOR SHOW 2020” (NOVEMBER 24, TUESDAY)
Success Speaks | 04:00 pm - 05:00 pm

Moderated: Mr. Uttam Bagri, Chairman, BBF
Mr. Bharat Shah (ED, ASK Group), Mr. Ramesh S. Damani (MD, Ramesh S. Damani Finance Pvt. Ltd.),
Mr. Vijay Kedia (Director, Kedia Securities Pvt. Ltd.), Mr. Shankar Sharma (Vice Chairman & Jt. MD, First Global)

Closing session - Learnings
and going ahead
05:00 pm - 05:30 pm
Ms. Kathryn Edmundson (ED, IFIE),
Mr. Uttam Bagri (Chairman, BBF),
Dr. Aditya Srinivas (COO & Chief Economist, BBF)
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Bombay Stock Exchange Brokers’ Forum (BBF)
Magazine

FORUM VIEWS
awarded at the 59th Association of Business Communicators of India (ABCI) annual awards
(December 4, Friday)

SILVER

FOR

BEST
NEWSLETTER

BEST INTERNAL
MAGAZINE

2019-20

2019-20

Yunus Qureshi
(Head - Operations, BBF)
receiving the award on
behalf of team BBF
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BRONZE

FOR

WEBINARS | SEMINARS | EVENTS | CAMPS
conducted by BBF
Celebrations at BSE after SENSEX breaches 50,000 mark | January 21, Thursday | 2021
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with

MIIs

At 6 microseconds, BSE has become the
fastest exchange in the world thus ensuring
better price discovery by increasing the
speed of trading manifold. At the same time
with various mobile based applications
technology has helped us to reach
virtually every corner of the country.

Chief Business Officer

SAMEER G. PATIL
BSE Ltd.

1

BSE in the New Normal the era of digitization and
automation.

Even before the Covid induced
‘Work from Home’, there was an
insatiable demand for real time
information, automation, and
digitization and thus BSE always
placed technology as a critical
enabler for business growth. BSE
has harnessed the power of
technology to enable availability of
a bouquet of capital market
services, provide a link between
customers, regulators, and other
institutions to transact faster and in
a s e c u r e d m a n n e r. M o s t
importantly, it has helped us
achieve scale, speed, and market
reach at a low cost. At 6
microseconds, BSE has become
the fastest exchange in the world
thus ensuring better price
discovery by increasing the speed
of trading manifold. At the same
time with various mobile based
applications technology has
helped us to reach virtually every
corner of the country. It has
enabled citizens living in remote
locations of the country to
participate in the capital markets.
While Exchanges have traditionally
followed broker model, harnessing
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new technology has helped it
connect to Distributors in the
Mutual Funds Segment. BSE Star
MF platform is India’s leading
platform for mutual funds
distribution and is accessible
“anytime” from “anywhere” thereby
transforming the industry.

2

BSE STAR MF achieving
new milestones - the road
ahead.

BSE StAR MF, India's largest
Mutual Funds Distributor platform
has been instrumental in driving
change in terms of simplification of
mutual fund investing and
providing a medium to improve
efficiency and reduce costs, which
ultimately benefits investors.
Despite the nationwide pandemic
and lockdown extension, BSE
StAR MF has helped AMCs,
members, and their clients in
smooth paperless transactions.

In January 2021, the BSE StAR MF
platform contributed net Equity
inflows of Rs. 1,444 crores as
compared to industry’s total of Rs.
-9,253 crores. For this FY till Jan
2021, the StAR MF platform
recorded net equity inflows of INR
15,809 crores, as compared to
industry total of Rs. -30,546 crores.

The platform also launched 'Corp
Direct - a Direct Investment Portal
for Corporates', with more features
which will further simplify and
provide end-to-end value-based
services to the asset management
companies (AMCs), distributors,
investors, and mutual fund industry
participants. It will soon be
available for other non-individuals
(HUF, Partnership Firms, Societies,
etc.). The StAR MF Plus premium
platform is loaded with key features
for Distributors and their clients.
The new platform offers complete
front office, order management,
analytics, CRM, back-office, and
business support solutions. The
Star MF platform also launched a
complete end-to-end electronic
KYC process, via which
onboarding of clients became
easier.

3

BSE Commodity
Derivatives segment
registers positive growth
- the way forward.
SEBI approval on 1 October 2018
commenced BSE journey to offer
all asset classes permitted for
trading that includes equity, equity,
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currency, interest rate and
commodity derivatives. That day,
BSE made a promise to its
stakeholders to actively pursue the
interests of India in developing a
vibrant commodity ecosystem in
India. BSE first launched Gold
futures (1 KG) contracts, and
subsequently variety of gold
futures contracts, since gold has
always been an integral part of the
socio-economic-cultural ethos of
every Indian household.
Subsequently more delivery-based
futures contract in wide gamut
precious and base metals, energy
and agri commodities were
launched.
BSE also took initiatives to further
widen and deepen the commodity
derivatives markets, by becoming
the first exchange to introduce
‘options on spot’ prices of
commodities instead of futures
prices. BSE launched the first
'options in goods' contracts on
Gold-mini and Silver kg based on
spot prices from June 1, 2020. Due
to the initiatives taken, BSE has a
marketshare of 65% in gold mini
contracts in January 2021, which
has evolved to a highly liquid
contract and enables expansion of
the bullion derivatives by permitting
participants to give or take delivery
of the underlying without getting
into the futures contract at the time
of expiry.
BSE also became India's first
exchange to comply by India
Good Delivery Standard on its
commodity platform by adopting
the Bureau of Indian standard (BIS)
notified standards - IS 17278:
2019, for delivery of gold and silver.
On 2 November 2020, BSE
created history by becoming
India's first exchange to complete
deliveries of Gold contracts and of
Gold mini contracts on January 29,
2021 under BSE -BIS India Good
Delivery Standard on its
commodity derivatives platform.
By conforming to its own Good
Delivery Standard, India could
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soon emerge as the as the pricesetter instead of a price-taker in
bullion trade.
BSE also launched futures
contracts on almonds in June
2020, a commodity which ranks
among the highest imported agri
commodities in India. For the first
time, Almonds in shell were priced
and delivered on a forward looking,
market driven basis based on the
BSE futures, offering stakeholders
greater transparency and certainty.
So far, 50,000 kgs of 'Almond in
Shell' have been delivered on the
BSE platform, which has helped
industry stakeholders with better
price marking and quality
benchmarking.
B y re a c h i n g o u t t o m o re
participants and spreading
awareness of the benefits hedging
commodity risks, BSE looks
forward to structurally transform
India's commodity markets for the
better.

4

How has India INX
performed during this
period of upheaval?

Even during the Covid-19
pandemic & lockdown, India INX
was operational for 22 hours
nonstop with no technical outages
or system glitches. Even though 95
percent of all our staff were working
from home, we functioned at 100
percent.
Trading volume on the BSE’s India
International Exchange have been
growing exponentially ever since it
commenced trading activities on
January 16, 2017. In the
derivatives segment, India INX has
maintained its leadership as the
No. 1 exchange in IFSC GIFT City
and accounts for overall market
share of around 95% in Jan 2021,
with an average daily turnover is
USD 15.75 Bn. India INX also
posted record All Time High
Turnover of 24.13 Bn on Jan 14,
2021. During the lockdown period,

INX also launched rupee-dollar
contracts and now INX is clocking
one-third of volumes on DGCX
(Dubai gold and commodities
exchange). If this leads to onshoring of trades, it will be a gamechanger. Similarly, India INX also
launched Bullion Quanto futures.
Without a doubt, India INX has
taken the initiative to be a pioneer
in India’s IFSC mission by being
the first to market on several
products across asset class. This
has also augured well in developing
confidence of all foreign
participants/members and in
offering a balanced portfolio of
products to members and clients
who used to trade in locations such
as Singapore and Dubai.

5

Ease in KYC has led to
large number of first-time
investors getting into
markets.
Domestic equity markets have
seen a surge in retail participation
since the coronavirus aided
lockdown was initiated in March
2020. A large number of investor
accounts were opened during the
lockdown period, this was when
shares were trading at multi-year
discounted values. Data from BSE
shows that investors opened a
record 1.3 crore new UCC
accounts in the last one year, of
which 70 lakhs comprised of new
accounts.
Traditionally, the west and south
zone with Maharashtra, Gujarat,
Karnataka have been the topmost
contributors in terms of investor
participation in the equities market.
But the Covid induced lockdown
shows that the trend is changing
and an increasing number of retail
investors, particularly from North,
East and North-East zone have
been actively contributing to India’s
growth story, reflecting the
booming interest in equities among
all socioeconomic strata.
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Millions of young Indians have
started investing in stocks. Easy
access to trading websites/ apps,
hassle-free on-boarding of
customers, simplified KYC
process, improving investor
education, Work from home trends
and cheap internet are also
encouraging new investors to
participate. I believe financial
inclusion, when it comes to
equities is still low, and this trend is
set to continue with significant
growth in retail participation going
ahead.

6

Which management book
has influenced you the
most?

Good leadership and management are essential in all aspects of
life. The management book which
has inspired me the most is India’s
pre-eminent scriptural text, the
5,000-yearold Bhagavad Gita. It
shares with us knowledge that
inspires today’s leaders to fulfil
their responsibilities and those
working under their leadership. Its
practical advice makes successful
managers through the ages,
management lessons from the
Bhagavad Gita stresses leadership
combined with empathy and
compassion. After all, a managers'
greatest asset is the men and
women under his or her command.
This is not just another modernday book on management, but it is
unique in that it draws from the
sagacity of the divine.
If we look closely, the wisdom of the
Bhagavad Gita contains many
management lessons that are
similar to contemporary theories
and practices. Some of the
lessons embedded within the
Bhagavad Gita include:
• Leaders should embrace
rather than avoid formidable
challenges because they bring
out the leaders’ greatest
strengths
• Leaders should be resilient in
their actions and should not
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•
•

•
•
•

be weakened by pain and
pleasure.
Selfish desires and animosity
obscure the purpose of
leadership.
Leaders achieve lasting power
and glory by exercising
compassion and selfless
service.
Effective leaders do not lead by
fear or anger.
Character is core to effective
leadership.
Leaders need to be aware of the
self and the surroundings.

Without a doubt,
India INX has taken the
initiative to be a
pioneer in India’s IFSC
mission by being the
first to market on
several products across
asset class. This has
also augured well in
developing confidence
of all foreign
participants/ members
and in offering a
balanced portfolio of
products to members
and clients who used to
trade in locations such
as Singapore and
Dubai.

7

What would your key
management advice be?

As learnt from the ‘Work from
Home’ scenario recently, I believe
flexibility in the workplace is of
immense value. As a manager, it’s
important to give employees
autonomy and the ability to control
their own workflow. Evaluate
employees on their performance,

not the number of hours they
spend in the office. Another way to
empower employees is to allow
decision-making opportunities and provide explanations as to why
major (or even minor) decisions
were made. When you involve
employees in decision-making,
people are more likely to feel
valued, trusted and motivated to
be more involved. I believe that
managers need to empower
people to take risks. When
employees have freedom to fail,
this also allows them to learn and
grow. Good employees take risks
and make mistakes - great leaders
allow them to. Failure can
sometimes be as illuminating as
success.
Sameer G. Patil heads the Business
Development of the exchange including
equity & equity derivatives, currency
derivatives, commodity derivatives, fixed
income, debt and mutual funds.
He is instrumental in setting up and
responsible for Business Development of
INDIA INX at GIFT CITY IFSC. Currently,
INDIA INX has more than 90% market
share.
He is a board member of INDIA INX Global
Access (INDIA INXGA).
He has about 21 years’ of experience in
financial sectors like Commodities,
Currency Derivatives, Indices etc. and has
experience in Trading, Hedging Strategies,
Product Designing and Business
Development.
He was associated with MCX since
inception for more than a decade as Senior
Vice President – PKMT (Precious Metals) &
Business Development and K J Investors
Services (I) PVT LTD, an affiliate of Cargill
Investors Services, Illinois, Chicago, USA
as Senior Financial Analyst.
He is credited for successful launch of the
flagship contracts on MCX the Gold, Silver,
WTI Crude Oil and Copper contracts. The
Gold Petal contract launched on April 18,
2011 was awarded as the Best Innovative
contract of the year by FOW Singapore.
He is awarded the “India UAE business
Ambassador of the year 2018” at Abu
Dhabi and was nominated for the
prestigious IIFC awards for excellence in
respective fields. Past recipients of the
awards being Mother Teresa, APJ Kalam,
Rajesh Khanna, Sunil Gavaskar etc.
He is Science Graduate from Mumbai
University and MBA in finance.
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According to the Capital Flows Tracker by the
Institute of International Finance (IIF) that tracks
portfolio flows into 25 emerging markets, net portfolio
outflows from these countries in the month of March
stood at US$83.3bn, with ~60% of the outflows
contributed by equity markets. The consequence was
a sharp sell-off in equity markets across the globe
accompanied with a surge in market volatility.

Chief Economist

TIRTHANKAR
PATNAIK
National Stock Exchange of India Limited (NSE)

R

un for cover in an uncertain world:
Among the most notable financial
consequences of COVID-19 pandemicconsidered as the world’s greatest economic crisis
since the Great Depression of 1930s-has been the
sudden and unprecedented sharp reversal in
portfolio flows from emerging markets (EMs). Net
capital flows into EMs came to a standstill in
February 2020 and turned significantly negative in
March, thanks to a rapid surge in COVID-19
infections globally, stringent restrictions imposed on
movement within and across countries, and
ballooning concerns of an impending global
recession. According to the Capital Flows Tracker by
the Institute of International Finance (IIF) that tracks
portfolio flows into 25 emerging markets, net
portfolio outflows from these countries in the month
of March stood at US$83.3bn, with ~60% of the
outflows contributed by equity markets. The
consequence was a sharp sell-off in equity markets
across the globe accompanied with a surge in
market volatility. This heightened volatility in portfolio
flows highlights the challenges associated with
managing capital flows and the consequent risks
they pose to financial stability.
India has been no different. The country saw the
highest ever net monthly foreign portfolio outflows of
US$16.5bn in March 2020, almost equally
distributed between equity and debt markets, as the
fast-spreading pandemic resulted in the imposition
of one of the most stringent lockdowns implemented
by any country.
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Policy support leads to renewed inflows...: The
subsequent implementation of ultra-loose monetary
policies and aggressive bond purchases by global
central banks, particularly the US Federal Reserve
and European Central Bank (ECB), along with
unprecedented fiscal stimulus announced by
several countries, came to the markets’ rescue,
leading to a significant turnaround in capital flows to
EMs beginning April 2020. This, in turn, partly
reversed the outflows seen in the first quarter of
2020 in select emerging markets including India.
According to the IIF’s Capital Flows Tracker, total
portfolio flows into these countries stood at
US$267bn during April 2020-January 2021, even as
the distribution has been less than egalitarian. While
aggressive policy support was one reason behind
the renewed capital flows, abatement of political
uncertainty in the US, a resolution on Brexit in the UK
and more importantly, positive cues around the
development of COVID-19 vaccine significantly
added to the already buoyant market sentiments
and thereby strengthening portfolio flows towards
the end of 2020. Notably, total portfolio flows of
US$140bn in Q4 2020 into these 25 EMs tracked by
the IIF were the highest since the first quarter of
2013.
...largely into EM debt, chasing yields: Nearly
65% of the portfolio flows into EMs since the
beginning of April 2020 has come into debt markets.
Ample global liquidity apart, a significant drop in
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global bond yields and negative interest rates in
many developed economies caused investors to
chase for higher yields prevalent in several emerging
markets as the concerns for safe havens begin to
wane. While financial conditions have significantly
eased on one hand, this has also led to a renewed
build-up of debt across economies on the other,
raising questions on debt sustainability and
serviceability. On the equity side, a huge 80%+
return in MSCI EM Index since late March 2020,
thanks to strong foreign portfolio inflows, has
resulted in stretched valuations in EM equities,
adding to financial vulnerability.

Figure 2: Net foreign portfolio investment into
equities across EMs in 2020

Figure 1: Monthly trend of portfolio flows into
emerging markets

Source: Bloomberg. * Data for China is only until September 2020.
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Figure 3: Net foreign portfolio investment into
debt across EMs in 2020
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Where does India stand? Equities, yes...:
According to Bloomberg, India has seen a total of
~US$34bn in net foreign portfolio inflows into equity
markets since April 2020 (until February 8th, 2021)
and US$23bn in 2020. This is one of the highest
among 16 EMs and second only to China. In fact,
except for China and India-accounting for the bulk of
portfolio flows into EMs and to some extent South
Africa and Qatar, inflows into other economies in the
latter part of the year have not been able to make up
for the huge outflows during Feb-March 2020.

Source: Bloomberg.

Figure 4: Annual trend of net foreign portfolio
investments into India
Annual net portolio inflows into India
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...Not in debt: India missed the bus for debt
markets, though. Among the 12 EMs for which flows
data for debt markets is available on Bloomberg,
India has performed the worst, with net outflows of
~US$14bn in 2020-the highest in 20 years. This is
primarily attributed to ballooning growth and fiscal
concerns, INR underperformance as compared to
other EM currencies and persistence of inflation
trajectory above the RBI’s target band all through the
year. Allocation of foreign portfolio investment into
debt is also influenced by sovereign ratings to some
extent. With India seeing a rating downgrade by
Moody’s and a negative outlook by Fitch last year,
foreign portfolio flows had a beating.
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FDI inflows are back: India, however, has stood
out in terms of foreign direct investments (FDI). Net
FDI inflows in 2020 (data available until November
2020) at US$46.1bn were the highest ever recorded
in a year. According to the recent UNCTAD
“Investment Trends Monitor” report that analyses
and estimates FDI inflows in 153 economies, global
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FDI fell by 42% to an estimated US$859bn in 2020,
largely led by lower FDI inflows into developed
economies (-69%) even as the decline in FDI inflows
to developing economies was relatively muted (12%). Notably, the share of developing economies in
global FDI rose to a record-high of 72% last year.
While China topped in terms of absolute FDI inflows
among developing economies, India was amongst
the top in terms of growth in FDI flows in 2020. FDI
inflows into India rose by 13% to US$57bn, boosted
by investments in the digital sector, particularly
through acquisitions (acquisition of 10% of Jio
Platforms) and infrastructure/energy deals in the
M&A space.
Figure 5: FDI inflows by region, 2019 and 2020
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Summing up: Huge foreign portfolio inflows into
EMs since the beginning of last year have been
entirely led by a massive liquidity injection by the US
Federal Reserve and other central banks during this
period, further supported by opening of swap lines
from the Fed to several large EMs. This has avoided
debt sustainability problem for now, but a premature
reversal of an easy global policy stance may pose
threat to financial stability. Despite a slow and
gradual global economic recovery projected in
2021, continued policy support and effective
vaccination drives and the resultant recovery in
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investment activity-particularly in greenfield
projects-would hinge crucially on the prospective
trajectory of COVID-19 infections.

According to the recent
UNCTAD “Investment Trends
Monitor” report that analyses and
estimates FDI inflows in 153
economies, global FDI fell by 42%
to an estimated US$859bn in
2020, largely led by lower FDI
inflows into developed economies
(-69%) even as the decline in FDI
inflows to developing economies
was relatively muted (-12%).
Tirthankar Patnaik is Chief Economist at the National Stock
Exchange of India. He has close to 20 years of experience in
Indian capital markets, academic research, credit research in
macro and sector strategy, quantitative finance and consumer
banking.
He started his career as a researcher at IGIDR and worked on a
number of academic and corporate projects in the area of
econometrics and quantitative finance, followed by a stint in
consumer banking analytics as an analyst with the Global
Consumer Group of Citibank in India and Europe. His next
focus area was equity strategy for institutional clients, initially
with Citigroup Global Markets as India equity strategist, and
then with Religare Capital Markets Ltd, as the India Strategist
and Chief Economist. In his last assignment prior to joining
NSE, he was the Chief Strategist and Head of Research for
India, at Japan-based Mizuho Bank.
He has a PhD from the Indira Gandhi Institute of Development
Research, Mumbai, where his area of research was highfrequency finance and market microstructure. He also has an
MSc in Statistics, and a BSc in Mathematics, both from the
University of Madras.
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With effect from October 2020, India INX is
regulated by International Financial Services
Centres Authority (IFSCA) which is part of
IOSCO. Prior to the establishment of IFSCA, the
domestic Indian financial regulators, namely, RBI,
SEBI, PFRDA and IRDAI regulated the business in
the IFSC and India INX was regulated by SEBI.

Managing Director and
Chief Executive Officer

V. BALA
India International Exchange (IFSC) Limited (India INX)
Introduction
In Jan 2017, BSE launched India
International Exchange (India
INX) India’s first international
exchange at GIFT City. The
exchange, a subsidiary of BSE, was
inaugurated on January 2017 by
Hon’ble Prime Minister Shri
Narendra Modi as the first
International Exchange at IFSC.
Hon’ble Prime Minister Narendra
Modi in his inaugural address of the
exchange had set the aspiration for
IFSC by mentioning "In ten years,
IFSC set up at GIFT City should
become a price setter for few of
the largest traded instruments in the
world - across currencies,
commodities, equities, interest
rates or any other financial
instrument and should become a
leading fund raising destination
for Indian and Foreign issuers”.
With effect from October 2020,
India INX is regulated by
International Financial Services
Centres Authority (IFSCA) which
is part of IOSCO. Prior to the
establishment of IFSCA, the
domestic Indian financial regulators,
namely, RBI, SEBI, PFRDA and
IRDAI regulated the business in the
IFSC and India INX was regulated
by SEBI.
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Indian economy outlook in
terms of attracting investments
in IFC
The sheer size of Indian economy,
its growth rate and its growing
integration with the world by itself
would show that Indian economy is
well poised for attracting
investments in IFSC. With global
market getting increasingly
connected through technology
advancements and innovations,
India’s presence on the map of the
global financial centres network is
becoming more and more
conspicuous and IFSC will have a
pivotal role to play.
The Global Securities Market of
India INX, a primary platform, offers
a debt listing framework at par with
other global listing venues like
London, Luxembourg, Singapore,
etc. Since launch in Jan 2018,
Global Securities Market has been
the preferred offshore listing
platform of choice for Indian issuers
with 100% of all Medium-Term Note
Programme (MTN) and 99% of all
bonds under External Commercial
Borrowing at GIFT IFSC listed with
us. As on date, India INX have
marquee issuers like:

• Adani Group comprising of:
- Adani Green Energy
- Adani Ports & Special
Economic Zone (APSEZ)
- Adani International Container
Terminal Private Ltd.
• Asian Development Bank (ADB)
a supranational
• EXIM Bank of India (EXIM)
• Housing & Urban Development
Corporation (HUDCO)
• Indian Railway Finance
Corporation (IRFC)
• IndusInd Bank
• National Highways Authority of
India (NHAI),
• National Thermal Power
Corporation (NTPC)
• Oil & Natural Gas Corporation
(ONGC)
• Power Finance Corporation
(PFC)
• Rural Electrification Corporation
(REC)
• State Bank of India (SBI)
• YES Bank
establish their MTN programme
with us alongside drawdowns
and/or standalone issuances which
are a healthy mix of masala, dollar
denominated and green bonds.
India INX is also the first introducer
of Green Securities Platform for
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issuance of green bonds. Till date,
Global Securities Market has
established USD 50,574 Million in
MTN Programme and USD 26,329
Million of bonds. We have now
effectively established ourselves as
a serious rival to other international
financial centres for Indian Issuers
raising money from international
investors.
Several initiatives are being taken
by IFSCA like:
• developing aircraft financing and
leasing at the IFSC. A business
avenue that has negligible
presence in India, while many of
our private airlines are significant
users of the leasing services
offered by players abroad.
• Concrete plans are also being
worked out to emerge as a
global hub for REITs and InvITs.
Quite a few organisations in
leading jurisdictions have
evinced interest in issuing and
listing their IPOs from IFSC.
• Debt Securities portfolio
comprise of:
- Masala bonds
- Green Bonds
- Foreign currency
denominated bonds
• Other Investment Products:
- Depository Receipts (DRs),
- Real Estate Investment Trusts
(REITS) &
- Infrastructure Investment
Trusts (InvITs)
GIFT IFSC is being envisaged as a
global financial and IT services hub,
a first of its kind in India, designed to
be at or above par with globally
benchmarked business districts
with an international airport in
proximity. The GIFT City houses
over 140 SEZ units and generates
employment to 9000+ work force.
It is a model smart city supported
by state-of-the-art infrastructure
comprising automated waste
management, central cooling,
tunnel system to avoid digging and
more; an integrated walk-to-work
city with international club, star
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hotel, residences and schools
close to the business centre and an
excellent external connectivity.
The foresight of our government in
carving out the IFSC jurisdiction
and its continued involvement and
impetus is certain to make IFSC an
attractive investment destination
which is expected to have positive
bearing on the Indian economy.
Effect of the world economy on
flow of global capital into INDIA
INX
Post US elections scenario has
been upbeat, and this will have a
positive global impact in terms of
domestic and cross border
investments. Global investors are
consciously moving out of certain
jurisdictions and are actively
looking for other investment
destinations. Financial markets
globally are looking for new
avenues like India to invest in.
INDIA INX as the lead Exchange in
this vibrant financial services
ecosystem of GIFT-IFSC is well
poised to attract foreign
investment. In additions to the
funds listed, rupee denominated
masala bonds, the Exchange
continues to make strides in
derivatives trading and Global
Securities Market (GSM).
In
derivatives trading, as of Feb 16,
2021, cumulative trading volume
on INDIA INX derivatives has
crossed USD 2.16 trillion with
159+ million contracts traded.
The average daily trading turnover
has grown exponentially from than
USD 3.15 billion in January 2020
to over USD 15.88 billion in
January 2021 and propelled India
INX to be the dominant IFSC
Exchange with market share of
95% in derivatives trading in GIFT
IFSC. For February 2021 (as on
February 16, 2021), the average
daily turnover has increased by
15.90% as compared to previous
month, to USD 18.40 billion with a
market share of around 98% in
GIFT IFSC. The INDIA INX index

derivatives trading on India 50
Futures and Options now exceeds
the volumes of SGX Nifty at the
Singapore Exchange. All this has
been achieved in a short of span of
4 years. Year on year growth in
exchange volumes is depicted in
the chart given below:

India INX turnover

(IN USD Billions)
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149
12

2017

2018

2019
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Role of unified regulator as
catalyst for business
development in the
International Finance Centre
GIFT IFSC is a jurisdiction carved
out for facilitating and promoting
international financial business. It
caters to customers outside the
jurisdiction of domestic economy,
dealing with flows of finance,
financial products and services
across borders. The financial
services predominantly include
services relating to capital market
products, Insurance, etc. The
transactions in all these invariably
involve currencies/ funds.
Announcements made in various
budgets have reiterated the
importance of GIFT IFSC as
an emerging international financial
services hub. Inter national
F i n a n c i a l S e r v i c e s C e n t re s
Authority (IFSCA) has been
established as a unified authority
for the development and regulation
of financial products, financial
services and financial institutions in
GIFT IFSC.
IFSCA as a unified regulator has
the composite roles of Central
Bank (RBI), Securities Regulator
(SEBI) and Insurance Authority
(IRDAI). The Authority comprises
members from more regulatory
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bodies and government ministries.
Such an integrated authority goes a
long way in taking a
comprehensive view of things
required for the success of IFSC. It
would have the agility to make and
modify norms to facilitate the needs
of participants from multiple
jurisdictions, facilitate product
differentiation where feasible
without compromising on
governance.

As mentioned earlier, India’s
growth rate and its growing
integration with the world
carries tremendous potential for
attracting foreign investments in
IFSC. Global investors are actively
looking for newer investment
destinations. India had moved 10
notches up in the Global Financial
Centres Index as of September
2020.

The operationalization of IFSC
Authority in October 2020 is well
timed. It is also located and
operates out of GIFT-IFSC. Under
the able leadership of their
Chairman, Shri Srinivas Injeti
the Authority has already taken
nimble and cogent measures
in introduction of products,
alignment of regulation, etc
that catalyse the business
development at GIFT-IFSC. IFSCA
has been instrumental in
undertaking several initiatives on
the exchange front including
a p p ro v a l o f f r a m e w o r k o n
Depository Receipts, REITS &
INVITS.

The foresight of our
government in carving
out the IFSC
jurisdiction and its
continued involvement
and impetus is certain
to make IFSC an
attractive investment
destination which is
expected to have
positive bearing on the
Indian economy.

IFSCA is also in the process of
approving the following products:
• Foreign Equity Listing
• Asset Backed Securities
• Convertible Debt
IFSCA has also proposed to set up
an international bullion exchange at
GIFT city, which will lead to better
price discovery of gold. Other key
measures related to aircraft leasing
business, reinsurance business,
tax reforms, will enable significant
offshore finance activities to take
place at GIFT city. This will also
bring back billions of dollars of
business which India has been
losing to other competing global
financial hubs.
India as International Financial
Centre and its attractiveness to
foreign investors.
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It is a matter of pride that India
today has not only demonstrated
its talent potential in developing
vaccine for Covid in short time
span but is also in the forefront
distributing its cost-efficient
vaccine to other nations as well.
Likewise, on the Capital Markets
front, the key to the success of a
financial centre is to have sound
and efficient market infrastructure
institutions such as stock
exchanges, clearing corporations
and depositories. Foreign
Investors are otherwise location
agnostic. India INX offers value
chain in the form of:
Technology
Operates on an advanced
technology platform of EUREX T7,
the Exchange is the fastest in the
world with a turn-around time of 4

microseconds and provides
world class enhanced trading
interface APIs. The exchange
offers a first of its kind single
segment approach for all asset
classes - equities, currencies,
commodities, fixed income
securities providing significant cost
advantages to participants and
operates for 22 hours a day to
allow international investors to
trade from anywhere across the
globe. It also provides real-time
data feed to global info vendors like
Bloomberg, Refinitiv, etc.
India INX has state of the art
colocation facility which provides a
fair and equal access of market
data. It was the first Exchange in
IFSC to implement the Precision
Time Protocol (PTP) for easy
access and integration. The
exchange has established a
Business Continuity Plan (BCP) &
set up a Disaster Recover (DR) site
in a different seismic zone.
The Exchange also has a robust
monitoring mechanism of cyber
threats and cyber resiliency. Its
Cyber Security Operation Centre
(C-SOC) functions round the clock
and is manned by dedicated
security analysts to identify,
respond, recover and protect from
cyber security incidents. It also has
a contingent C-SOC at its DR site
with capabilities identical to that of
its Primary site. These are
periodically audited by CERT-IN
empanelled/ CISA or CISM
qualified auditors. The Members/
stockbrokers of the Exchange also
follow such stringent standards of
cyber security.
India INX offers a diversified
p o r t f o l i o o f p ro d u c t s a n d
technology services at a cost
which is far more competitive to
Indian exchanges as well as other
global exchanges like those in
Hong Kong Singapore, Dubai,
London and New York.
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Trading starts at 4:30 am and ends
the next day at 2:30 am, which is
considered as a single business
day. The settlement for which
happens on B+1 basis and is done
twice a day to mitigate risk by India
ICC, the Central Counter Party.
The Clearing Corporation India ICC
which is a subsidiary of India INX
has connectivity with International
Central Securities Depositories
(ICSDs) viz., Clear stream and
E u r o c l e a r. T h e s e c u r i t i e s
settlement of transactions taking
place in Global Securities Market
(GSM) of India INX are carried out
by India ICC through these ICSDs.
India ICC is recognised as a QCCP
by SEBI and TCCP by ESMA and
Bank of England. It is AAA rated by
CARE
The Exchange operations had zero
down time during the pandemic
and has clocked highest volumes
of USD 24.59 Bn on February 11,
2021.
Product Offerings
Balanced product portfolio
comprising of derivatives instruments and debt securities and
other investment products as
follows:
1. Derivatives portfolio composition comprise of:
• Equity Index Derivatives
- INDIA50
- S&P BSE SENSEX
• Commodity Derivatives
- Gold
- Gold KG
- Silver
- Copper
- Brent Crude
- Aluminium
- Lead
- Nickel
- Zinc
- Gold Quanto
- Silver Quanto
• Currency Derivatives
- INRUSD
- USDINR
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- JPYUSD
- EURUSD
- GBPUS
• Indian Single Stocks
- 131 Single Stock Futures
2. Debt Securities portfolio
comprise of:
- Masala bonds
- Green Bonds
- Foreign currency denominated bonds
3. O t h e r I n v e s t m e n t
Products:
- Depository Receipts (DRs),
- Real Estate Investment Trusts
(REITS) &
- Infrastructure Investment
Trusts (InvITs)

IFSCA has also
proposed to set up an
international bullion
exchange at GIFT city,
which will lead to better
price discovery of gold.
Other key measures
related to aircraft leasing
business, reinsurance
business, tax reforms,
will enable significant
offshore finance
activities to take place at
GIFT city.
India INX Initiatives on Green
Bonds
Green Bond projects have
emerged as one of the key
financing mechanisms driving the
global economy's transition to a
greener future. In 2019, India INX
unveiled its Green listing and
trading platform. GSM Green
which serves as a platform for fund
raising and trading green, social
and sustainable bonds exclusively.
The platform of India INX is
established as per ICMA’s Green
Bond Principles and Climate
Bonds Initiative which provides an

ideal platform for global investors
to invest. Green Bonds of USD
1750 million are listed on India INX.
Memorandum of
Understanding (MOU) signed
with Luxembourg Stock
Exchange
Following the official meeting
between India’s Hon’ble Prime
Minister Narendra Modi and Prime
Minister of Luxembourg Mr. Xavier
Bettel, on November 19, 2020
India INX, announced its
memorandum of understanding
with Luxembourg Stock Exchange
for development and promotion of
ESG and green finance in the local
market. India INX envisages this
pact in benefitting not only issuers
listing on India INX and
Luxembourg Stock Exchange but
strengthening ties between the two
countries also. It is one of the few
initiatives the two Exchanges have
deliberated on to encourage more
green funding which is in
line with the Government of
India initiative of sustainable
development. The pact can
provide the issuers and investors
with an opportunity to list and trade
green bonds on India INX platform,
GSM Green with opportunity to
dual list with Luxembourg Stock
Exchange which is the largest
green bond listing platform
with exceptional governance
standards.
Robert Scharfe, CEO,
Luxembourg Stock Exchange, had
mentioned, “As a leading
international exchange, we have a
deep-routed ambition to build
closer relationship with Indian
market participants, which is
taking even stronger steps through
today’s cooperation with India INX.
I look forward to putting this
business cooperation into action
and developing what I consider to
be only the very beginning of a long
and fruitful relationship.”
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The Government continues to be
highly focused on IFSC and is
taking concerted action on various
facets like ease of doing business,
participant diversity, portfolio
diversity, tax efficiency, progressive
light touch regulations and
enhanced social-eco system at
IFSC. It has offered further
concessions and incentives in the
current budget so as to provide
level playing with other leading IFCs
and thus making investments in
IFSC increasingly attractive for
foreign investors. It is in fact also
encouraging domestic players to
commence their global operations
at IFSC.
Given all the above and a liberalised
regulatory regime IFSC is well
positioned to attract global
investors for sure, it’s only a
question of time by which the
momentum will become more and
more evident.
In 2020, there has been a decent
inflow of funds from Foreign
Institutional Investors (FIIs) in
IFC, can this be a catalyst for
FDI flow too.
Where the underlying reason for
inflow is strong, both the channels
are likely to witness increases in the
flow. India with its efficient
infrastructure, abundance of
natural resources and positive
regulatory environment is bound to
attract long term investments by
way of FDI as well.
During April to August 2020, total
FDI inflow was US$ 35.73 billion. It is
the highest ever for first 5 months of
a financial year and 13% higher as
compared to first five months of
2019-20 (US$ 31.60 billion) *
FDI equity inflow received during F.Y.
2020-21 (April to August 2020) was
US$ 27.10 billion. It is also the
highest ever for first 5 months of a
financial year and 16% more
compared to first five months of
2019-20 (US$ 23.35 billion)*
*source: PIB-MOCI-20Oct2020
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The Honourable Finance Minister
has announced a lot of measures in
the budget including increased FDI
limits in financial sectors like
Insurance viz., from 49% to 74%.
AIFs set up in GIFT City have been
considered as offshore entities and
have been permitted to invest in
Indian securities through all the
three routes viz. FDI/FVCI/FPI, as
applicable.

The Clearing
Corporation India
ICC which is a
subsidiary of India
INX has connectivity
with International
Central Securities
Depositories (ICSDs)
viz., Clear stream and
Euroclear. The
securities settlement
of transactions taking
place in Global
Securities Market
(GSM) of India INX
are carried out by
India ICC through
these ICSDs. India
ICC is recognised as a
QCCP by SEBI and
TCCP by ESMA and
Bank of England.
International Arbitration is the
key issue in getting
International Investors - the
road ahead.
The need for a dispute resolution
mechanism needs no added
emphasis in any field of business/
transactional activity.

Conciliation and Arbitration are
practically the only avenues for
expeditious settlement of
disconnects and disputes.
Arbitration has a greater level of
legal binding and enforceability.
The need is more pronounced
where the participants are spread
across geographies and deal size
are substantial. International
Arbitration organisations play a
crucial role in this regard.
GIFT IFSC has already made
substantive progress on this
direction. The Singapore
International Arbitration Centre
(SIAC) has set up its establishment
at IFSC and India Inx is in advanced
stages of having an MOU with
them for our participants to avail
the Arbitration mechanism offered
by them. Exchange would also be
p ro g re s s i v e l y h a v i n g s u c h
arrangements with other
international arbitral institutions. In
addition, subject to regulatory
approvals, we also intend to have
inhouse arbitration platform
analogous to that functioning
efficiently in the domestic market.
This will give our participants a
wider choice of efficient and costeffective forum for resolution of
disputes
Allowing domestic
participants to invest in IFC
and its scope
A person resident in India, subject
to eligible under FEMA, is
permitted to invest funds offshore
to the extent allowed under the
Liberalised Remittance Scheme
(LRS) of RBI. Towards this, Reserve
Bank vide its circular of February
16, 2021 has allowed resident
individuals to open non-interestbearing Foreign currency Account
(FCA) for make remittances to
IFSCs under the LRS for making
investment in securities issued by
non-resident entities in IFSCs.
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Besides LRS, the SEBI/ IFSCA
guidelines relating to IFSC also
provide for participation of a
financial institution resident in India,
who is eligible under FEMA, to
invest funds offshore, to the extent
of outward investment permitted.
Further, Reserve Bank of India
permits a person resident in India,
having commodity exposure, to
hedge the price risk using derivative
products in the International
Commodity Exchanges/Markets.
As already mentioned, derivatives
products in indices, currencies and
non-agricultural commodities are
being traded actively at India INX. A
number of debt securities are also
listed in the Exchange. IFSCA has
rolled out the framework for listing
and trading of Depository Receipts,
REITs and InvITs of Indian and
Foreign issuers and India INX is
actively engaged in offering these
products to the participants. More

asset-classes, including equities,
are in the pipeline.
Currently resident Indians invest in
offshore products overseas arm of
brokerages. Given the above
developments there is potential for
active domestic participation in the
various Exchange traded assetclasses at IFSC.
Conclusion
India INX being in IFSC, GIFT City,
provides competitive advantage in
terms of tax efficiency, ease of
business and light touch regulatory
framework with regards to tax
norms and procedural matters.
Initiatives on bullion exchange,
aircraft leasing and budget
announcements, the exchanges
growth in volumes etc. are in a way,
is witnessing the trajectory and
aspirations set by Hon’ble Prime
Minister Shri Narendra Modi.

The Government
continues to be
highly focused on
IFSC and is taking
concerted action on
various facets like
ease of doing
business, participant
diversity, portfolio
diversity, tax
efficiency,
progressive light
touch regulations
and enhanced socialeco system at IFSC.

V. Bala is the founding Managing Director and Chief Executive Officer of India International Exchange IFSC Ltd. (India INX) the first
International Exchange from India in GIFT City International Financial Services Centre Special Economic Zone which started its
operations from JAN, 2017 and a wholly owned subsidiary of BSE (Asia's first stock exchange). He also holds board position in the
following organisations • BSE Institute Limited - Education business,
• BSE Sammaan - CSR Exchange and
• India International Clearing Corporation IFSC Limited.
Prior to this, he was the Chief Business Officer of BSE heading the business development encompassing all business segments viz.
Equities, Equity Derivatives, Debt, Interest Rate Futures, Currency Derivatives, Mutual Fund Distribution platform and SME platform. In
addition to the markets business, he was also responsible for the listings and data business of BSE and managing the entire trading
operations and membership operations.
He has over 30 years of experience in the Capital Markets industry and has previously worked with Reliance Group as Vice President
and was also as co-founder of Marketplace Technologies Limited which was acquired by BSE.
He was also part of the core team involved in setting up the National Stock Exchange of India. He was instrumental in creating the
Capital Market segment, Nifty Index creation, setup of NSCCL as the first clearing corporation in India, NCFM certification creation and
the Futures and Options segment inter-alia.
He has served in the board of Central Depository Services (India) Limited, Futures Industry Association - Asia, Co-Chair of FICCI Capital
Market Committee etc.
He has Masters’ in Commerce from the University of Mumbai, Rank holder from the Institute of Cost Accountants of India, Diploma from
Institute of Chartered Financial Analysts of India and is a Certified Information Systems Auditor.
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The slew of measures, with an aim to bringing liquidity
and depth to the markets have primarily been focusing
on expanding and deepening the commodity derivatives
market. These measures have indeed borne fruit: the
average daily volumes on the domestic commodity
derivatives exchanges recorded a robust 18% growth
during 2018-19 and 23% in 2019-20 and trends in the
current year 2020-21 indicate that the higher levels of
volumes from higher participation, are here to stay.

Head- Business
Development & Marketing

RISHI NATHANY
Multi Commodity Exchange of India Limited (MCX)

T

he Indian commodity
derivatives market has
ushered in a new era of
development, with the introduction
of new products and participants,
and supported by dynamic policy
changes brought forward by the
regulators and policy makers
during the last few years. The
slew of measures, with an aim
to bringing liquidity and depth to
the markets have primarily
been focusing on expanding
and deepening the commodity
derivatives market. These
measures have indeed borne fruit:

the average daily volumes on the
domestic commodity derivatives
exchanges recorded a robust 18%
growth during 2018-19 and 23% in
2019-20 and trends in the current
year 2020-21 indicate that the
higher levels of volumes from
higher participation, are here to
stay.
Robust Increase in Trade
Volumes
Trade volumes in the commodity
derivatives market had remained
stagnant for four years during
2014-15 to 2017-18, with an

Commodities Markets on a Strong Growth Path
Indian Commodity Futures Market, Average Daily Turnover (Rs. Crores)
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average daily turnover (ADT) of
around Rs. 20-22 thousand crores,
largely as a result of the
Commodity Transaction Tax (CTT)
imposed in 2013-14. Prior to that,
volumes in commodity derivatives
market recorded a peak exceeding
Rs. 58,000 crores per day in 201112. However, the tide seems to be
turning during the last three years,
with 18% growth during 2018-19
and 23% in 2019-20. At Rs.
34,491 crores, ADT in 2019-20
was the highest annual ADT since
2014-15.
Some developments, supported
by a favourable regulatory
and policy environment, have
contributed to turning the tide and
bringing in more volumes and
participation in the commodity
derivatives market. Some of these
developments and regulatory
changes are given below.
Introduction of new products
Trading in commodity options
commenced in 2017, with the
launch of Options on futures of
Gold. Subsequently, options
trading on futures of commodities
like crude oil, copper, silver, zinc,
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etc. were also introduced. The
average daily turnover of options
on Gold futures and Crude Oil
futures were Rs. 557 crore and
Rs. 482 crore respectively during
2019-20. During the year 2020-21,
re g u l a t o r y p e r m i s s i o n w a s
obtained for the launch of Options
on Goods. Currently, Options on
Gold Mini (1 kg) bar is also
available, which has expanded the
product suite available for hedgers
and investors in bullion.
In 2019, following the release of
SEBI guidelines on commodity
indices, MCX launched indices
with commodity futures as
constituents. In accordance with
the SEBI guidelines and
conforming to inter national
standards for financial benchmarks
propounded by IOSCO, MCX
launched the iCOMDEX series of
indices in December 2019, which
consists of a composite index, 3
sectoral indices and 9 single
commodity indices. Subsequently,
in August 2020 and October 2020,
futures contracts on the MCX
iCOMDEX Bullion Index and Base
Metal Index were also launched,
which met with an enthusiastic
response from the investing public.
The MCX iCOMDEX Bullion Index
(or, BULLDEX) was the world’s third
most traded commodity index in
2020, as per data released by
Futures Industry Association,
despite being traded for little more
than four months of 2020.
Wider Participation
Commodity markets received a
shot in the arm from SEBI,
following the announcement of
long-awaited policy measures
allowing participation of eligible
foreign entities (EFEs), Category 3
AIFs, Mutual Funds and Portfolio
Management Services. Following
the release of detailed guidelines
on participation of mutual funds in
Exchange Traded Commodity
Derivatives (ETCD), Asset
Management Companies (AMCs)
started participating in commodity
derivatives. Today, several AMCs
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have included commodity
derivatives as part of their mutual
fund schemes, offering the benefit
of portfolio diversification and
inflation hedging to their clients.
This has led to further widening of
the participant base in commodity
derivatives market.
The Mutual Fund industry plays a
significant role in the Indian capital
markets as one of the most
preferred investment vehicles
which connects with retail
investors. Total assets under
management of mutual funds
stood at about Rs. 31 lakh crore at
the end of December 2020
(source: AMFI). The number of
accounts or folios of mutual funds
have been growing during the past
5 years or so and stood at 9.43
crore at the end of December
2020.
It is evident from experiences in
capital markets that mutual funds
have an enormous potential to
boost liquidity in the commodities
derivatives market, while extending
the diversification benefits of
investing in commodities to retail
investors. In addition, they can
contribute to the growth and
development of commodities in a
number of ways both directly and
indirectly, such as:
• Enhancing liquidity in the longer
maturity contracts thereby
facilitating the participation
of corporates and other
stakeholders with long period
hedging requirements.
• Expanding the footprint of the
market by reaching the
unreached commodity investors
through various schemes fitting
the requirements of small retail
investors, or through exclusive
commodity based funds or
diversified fund options along
with other traditional assets like
equities and bonds.
• Enriching market information
through professional research
capabilities thereby contributing
to the knowledge base of the
commodity ecosystem and

providing technical expertise for
better risk management in
commodity derivatives.
Thus, the potential for expansion of
the market and outreach to
investors in commodity derivatives
is truly great with the participation
of mutual funds.
Participation augmented with
entry of banks and their
subsidiaries
The Reserve Bank of India (RBI), on
September 25, 2017, permitted
banks to become Professional
Clearing Members (PCMs) and
their broking subsidiaries to
offer broking services in the
commodity derivatives segment of
SEBI recognized exchanges.
Subsequently, a number of banks
have become PCMs in the
commodity derivative segments of
exchanges, while several broking
subsidiaries of banks have started
distributing commodity derivative
services. With their high capital
base and reputation, banks as
clearing members bring more
confidence among market
participants. On the other hand,
bank-owned broking subsidiaries
have a large network, physical
presence across the country, and a
large number of clients registered
with them. They are significantly
contributing in enlarging the footprint of the commodity derivatives
market by making the products
accessible to their vast client base.
Promoting indigenization and
creating domestic price
benchmarks
India, despite being the largest
consumer and producer of a
number of commodities, remains
a price taker, especially in the case
of metals. The growth of the
Indian economy, especially in
sectors like manufacturing, mining,
infrastructure etc., is going to place
a huge demand on metals in the
near future. Associated with the
increase in demand, is the need for
a transparent mechanism for
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discovering prices which are fully
reflective of the fundamentals of
the domestic metals market, not
just international benchmarks.
There is, therefore, a need for
transparency in the discovery of
domestic prices and premiums of
base metals in the domestic
market.
In order to develop domestic price
benchmarks in metals, a significant
step has been the launch of
delivery based futures contracts of
Base Metals on MCX, starting
January 2019. These deliverybased contracts are traded and
settled based on the prices polled
from the stakeholders in the value
chain of the domestic metal
industry. Hence, the delivery based
base metal futures contracts are
expected to not only bring
transparency in the domestic price
discovery process thereby setting
domestic benchmarks, but also
facilitate adoption of internationally
accepted quality standards among
stakeholders. This will further
enhance the hedging on domestic
exchanges by stakeholders.

participants. While these
measures, backed by a supportive
regulatory regime, are paving the
way to a strong growth trajectory,
further measures and efforts are
essential in the following areas for
achieving the necessary growth
momentum in the market.
Futures-based ETFs
Exchange Traded Funds (ETFs)
based on futures products provide
the advantage of not getting
exposed fully to physical
commodities. The use of ETFs in
commodity markets has become
more important after the launch of
commodity indices, as the
investing public is now looking
forward to commodity indexbased ETFs on the lines of ETFs in
equity indices.

After the Bureau of Indian
Standards issued goods delivery
standards for refined gold and
silver bars, Indian commodity
exchanges are taking steps so
that bullion meeting India goods
delivery standards can be
assimilated into the country’s
bullion derivatives market. In order
to bring in more local players into
the Exchange delivery mechanism,
MCX is expanding the Goods
Delivery list in Bullion by
empaneling Indian refineries that
meet the Exchange’s eligibility
criteria. With the same objective in
view, the Exchange is also
empaneling domestic producers in
Base Metals, starting with Lead.

Permitting Participation of
Banks.
Banks are yet to be allowed to
participate in commodity
derivatives markets. Banks can
play multiple roles in enriching
commodities markets with their
wide outreach across large
sections of the population in the
country, such as:
• Banks can act as aggregators
representing the interests of
small participants like farmers,
who are unable to access
commodity futures markets due
to lack of awareness, technical
know-how, small amount of
output
• Similarly, banks can handhold
the small and medium
enterprises to hedge against
adverse price movements and
thereby giving stability to their
profit margins.
• Banks, if allowed to participate in
commodity derivatives markets,
can cover their exposure to
commodity risk, apart from
enhancing the market liquidity.

Future Outlook
India’s commodity derivatives
market has made good progress
over the last few years in terms of
expansion of products and

Participation of banks can not only
enhance liquidity but also help in
the overall development of
commodity derivatives markets
through various catalytic roles.
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Participation of Pension Funds
and Insurance Companies
Participation of insurance
companies and pension funds,
which prefer to invest in long
maturity instruments, can
potentially enhance the liquidity of
commodity futures in the far month
contracts thereby attracting
participation of more hedgers in the
markets, while gaining from
investing in commodities.
Looking Ahead
The Indian commodity derivatives
market has entered into a new era
of growth and development,
passing through the most dynamic
phase in its historic journey of
nearly a century and half. As the
Indian economy is looking towards
faster growth in the post-Covid era,
it is essential to ensure a vibrant
commodity derivatives market,
which has global standards
and offers efficient derivative
instruments with high liquidity and
participation from diverse market
participants across the commodity
ecosystem. The current trajectory
of the market surely makes one
confident of being able to realize
this vision.

Rishi Nathany is the Head of Business
Development & Marketing at MCX. Prior
to joining MCX, he has held CXO level
positions in various financial services
companies and exchanges.
A passionate writer and speaker, his
articles on finance and markets regularly
appear in various media. He is regularly
invited to speak or moderate at various
industry events. He has imparted
intensive training programs to leading
banks, fund houses and insurance
companies.
He is a Commerce graduate, a Certified
Financial Planner and an alumnus of IIM,
Kozhikode.
He has over 25 years of rich and diverse
experience across the financial services
domain, from equity, commodity,
currency and insurance broking, financial
planning, training, wealth and portfolio
management to the exchange business.
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India is predominantly a rural country.
Rural economy in India has traditionally
been associated with agriculture. The
performance of agriculture sector,
therefore, plays a vital role in the
economic growth of our country.

Managing Director &
Chief Executive Officer

VIJAY KUMAR V.
National Commodity & Derivatives Exchange Limited (NCDEX)

I

ndia is predominantly a rural
country. Rural economy in India
has traditionally been associated
with agriculture. The performance
of agriculture sector, therefore,
plays a vital role in the economic
growth of our country.
India is the largest producer of
pulses, spices, milk and jute and the
second largest producer of wheat,
rice, fruits and vegetables,
groundnut, onions and potatoes.
India is also one of the leading
producer of rapeseed, cereals and
eggs. At the same time, country’s
production of few commodities
such as Rice, Wheat, Maize, Barley,
Gram, Urad, Rapeseed and
Sugarcane has reached all-time
record level. However, agriculture
incomes have not increased
proportionately due to increasing
input costs and decreasing farm
profitability.
Having said that, the Government
of India has been working tirelessly
in developing agriculture-marketing
system in the country. Few such
steps are:
• Launch of eNAM (the e-trading
platform for the National
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Agriculture Market), an online
trading platform for agricultural
commodities, in 2016..
• Three farms laws enacted in
September 2020 namely, the
Farmers’ Produce Trade and
Commerce (Promotion and
Facilitation) Act, 2020; the
Farmers (Empowerment and
Protection) Agreement on Price
Assurance and Farm Services
Act, 2020; and the Essential
Commodities (Amendment) Act,
2020.
The objective behind above steps
taken by the Government is
understood to create barrier free
market, enhance competition &
transparency in transactions and
widen choice to farmers for sale of
their produce.

1

New Farm Laws - will it add
to progress of farmers

Essential Commodities
(Amendment) Act, 2020
The ECA has its roots in the colonial
era, which was continued postIndependence, as the country was

struggling with massive food
shortages, and it was considered
critical that the supply of essential
items like food grains, edible oil,
kerosene, pulses and other
important commodities be not left
to the vagaries of the market or
seasonal output. The need for price
regulation was keenly felt as well at
that time. India is now seeing record
production in many commodities.
Unlike industrially produced
commodities for which production
takes place round the year,
seasonality factor plays a big role in
agriculture commodities, hence
production of agri commodities
takes place only once during a
specific season and consumption
takes places round the year. It is
value chain participants (VCPs)
such as stockists, traders,
warehouse owners as well as food
processing industries, food retail
chains etc. who by the very nature
of business are required to hold
large stocks for their inventory.
It is these VCPs who invest their
own money, takes risk and fulfil
the demand round the year. A stock
limit imposed by the Government
overnight makes these stockists,
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traders or warehouse owners
instant criminals if they are holding
stock of a particular commodity
beyond a specified limit.
While the purpose of the ECA was
to prevent hoarding, but its actual
implementation has proved to be
counterproductive. In fact, ECA
has discouraged investment by
private sector for creating agri
market infrastructure that supports
scale.
As per the Economic Survey 201920, frequent and unpredictable
imposition of blanket stock limits on
commodities under ECA neither
brings down prices nor reduces
price volatility. “However, such
intervention does enable
opportunities for rent-seeking
( u n p ro d u c t i v e i n c o m e ) a n d
harassment”.
With the enactment of the Essential
Commodities (Amendment) Act,
2020, the central government can
regulate the supply of certain food
items only under extraordinary
circumstances such as drought,
floods, natural calamity or
exceptional spike in prices. Also,
processors and value chain
participants are exempted from the
stock limit. This is likely to attract
private investment to strengthen
the agri market ecosystem, would
help to reduce wastage as storage
facility improves and bring price
stability and raise farm incomes.
The Farmers' Produce Trade
and Commerce (Promotion and
Facilitation) Act, 2020
Agricultural markets in India are
mainly regulated by the state-level
Agricultural Produce Market
Committee (APMC) laws. APMCs
were set up with the objective of
ensuring fair trade between buyers
and sellers for an effective price
discovery of the farmers’ produce.
APMCs can:
• regulate the trade of farmers’
produce by providing licenses to
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buyers, commission agents,
and private markets
• levy market fees or any other
charges on such trade, and
• provide necessary infrastructure
within their markets to facilitate
the trade
However, over the years it has been
observed that, most APMCs have a
limited number of traders
operating, which lead to reducing
competition. Apart from that, each
APMC mandi has a different rate of
market cess and levies with few
states having very high rates.
Further, entities wanting to
purchase (other than fruits and
vegetables (F&V) as many states
have made F&V free from their
APMCs) need to have mandi based
license for being able to
p ro c u re / p u rc h a s e f ro m t h e
APMCs. Unified licence is not a
norm. For eg. in the state of Madhya
P r a d e s h , i f a Va l u e C h a i n
Participant wants to buy a particular
commodity from different APMCs
he needs to have license for each of
the APMC he wants to purchase
the commodity from. Further, for
the free movement of the goods
within the state and outside, the
trader who sells the commodity has
to ensure that Anugya Patra (a
permit issued by APMC which
confirms payment of mandi cess) is
attached with the invoices. This
slows down the trade cycle. The
aforementioned issues have
undermined the very principle with
which APMC laws were introduced.
New act allows intra-state and
inter-state trade of farmers’
produce beyond the physical
premises of Agriculture Produce
Marketing Committee (APMC)
markets. State governments are
prohibited from levying any market
fee, cess or levy outside APMC
areas.
This would help to create
competition among buyers, yields
better returns to farmers and raises
incomes, free movement of farm

produce from surplus to deficit
regions and form a national market.

2

Role of Commodity
Derivatives Market to
reduce uncertainty in
Agricultural Income
Farmer’s income is a function of
Yield and Price of commodity
produced by Farmer. If there is a
crop failure, there is a provision of
Crop Insurance. However, there is
no protection available in case,
prices fall post harvesting of crop.
Put Options provided by
Commodities Derivatives Market
can provide a price protection to
farmers.
However, individual farmers are
constrained by their limited
resources and lack of understanding of financial markets
and hence Farmer Producer
Organizations (FPOs) can play a key
role in integrating farmers into larger
groups and also provide the
necessary knowhow and scale to
access derivatives market. FPOs
have been successfully using
Futures contract, available in
Commodity Derivatives Market to
hedge their price risk. Since 2016,
130 FPOs representing over 3.20
lakh farmers have successfully used
futures contracts to hedge price risk
in 18 commodities. However,
Future contracts require upfront
margins and daily Mark to Market
(MTM) margin maintenance.
Moreover, when FPOs hedge price
risk through Futures contract, they
miss the upside gains in case the
price moves up post initiation of
hedge by selling Futures contract.
Hence, FPOs can use Options in
Good contract to lock-in the
minimum prices for the produce on
behalf of its farmer members.
Options in Goods provide a
settlement mechanism based on
the spot price of the underlying
commodity and all open positions
convert into physical delivery at
expiry. In Options in Goods, buyers
of options get the right, but not the
obligation to exercise a contract at a
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pre-fixed price on a given date by
paying a premium. In other words,
for an options buyer, Option
contract acts like a pseudoinsurance contract by paying the
fixed premium to option writers who
act like an insurer.

participation of FPOs in the Options
in Goods contract but also to
familiarize them with the benefit of
locking in their price through the use
of market based instruments at the
time of planting of crop.

“Put Option” in commodities gives
the FPOs/farmer the choice to sell
their/his produce either on the
Exchange platform at a predecided strike price or at a higher
price in the spot market /mandi by
squaring off the position on
Exchange at a prevailing market
price. Thus, Put Option work as a
perfect tool for FPOs/farmers while
they can lock a price to ensure
minimum income while they also
retain upside benefits.

“Options
Familiarization
Program for FPO”
launched by
NCDEX was aimed
to familiarize FPOs
with the benefit of
locking in their
price through use of
market based
instruments at the
time of planting of
crop itself.

In the case of crop insurance,
farmers pay a premium to the
insurance company for buying crop
insurance. Similarly, Put Option
contract acts like a pseudoinsurance contract for which a
buyer has to pay the fixed premium
to option writers who act like an
insurer. In order to make the crop
insurance scheme popular among
the farmers, government has been
subsidising the premium amount.
As Put Option is relatively new,
FPOs were hesitant on availing the
benefits of this instrument due to
the initial premium cost. Hence a
need was felt to subsidize this
premium cost either fully or partially
for FPOs to bring forth the benefits
of using market based instrument
and inculcate a habit of price
locking through Put Options.
NCDEX launched “Options
Familiarization Program for
FPOs” with a support of SEBI on
November 9, 2020 wherein FPOs
by registering as a client with
member of the NCDEX were eligible
to buy a Put Option and lock-in a
price in Chana and Mustard seed.
Premium cost upto a fixed amount
of Rs.300 per quintal paid by the
FPOs for purchasing the Put
Options was reimbursed by
NCDEX. The program was aimed
not only to incentivize the
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The program was highly successful.
41 FPOs (including 2 consortiums
of FPOs), participated in program
and locked-in price by buying Put
Option on behalf of its farmer
members for 1,030 MT Chana and
1,980 MT Mustard Seed. Around
Rs.83 lakhs of premium cost for
buying the put options was
subsidized under this program and
produce of around Rs. 15 crores
could be protected from fall in
prices between sowing and
harvesting period. The premium
cost under this program has been
around 5.5% of the value for a
period of around 5 months.

sector under Priority Sector
Lending. As per the provisional
figures compiled by NABARD and
published in RBI annual report for
2019-20, banks have lent Rs.13.73
lakh crores during 2019-20 alone,
against the target of Rs.13.50 lakh
crores. This is a huge exposure,
considering the size of the Indian
economy, as measured by the
Gross Domestic Product (GDP), is
expected be around to `134.4 lakh
crore in 2020-21. While it is critical
to ensure adequate liquidity to this
sector considering the large
number of farmers that depend on
agriculture for their livelihood, it is
also necessary to ensure that these
loans are adequately protected
from risks. Price risk protection is
becoming more important as we
move from shortages to surpluses
in many agricultural crops.
Put Options traded on the
Exchanges, that have now been
simplified further through the
introduction of Options in Goods,
can serve as an appropriate
instrument to cover such risks since
they provide downside price
protection while preserving upside
gains.

Role that banking sector
can play in encouraging
Farmers/FPOs to use
market based instruments

3

It is quite evident that farmers need
more than a nudge to protect
themselves from risks inherent to
agriculture commodities. They
need support for covering the cost
towards the premium of the risk
protection instrument. This is
already being done in the case of
crop insurance under Pradhan
Mantri Fasal Bima Yojana (PMFBY)
by the Government. A similar
support is required to ensure that
farmers do avail of price protection
of their harvest right at the time of
deciding on the crop loan. The payout from the price protection using
Put Options is fast since it is
objective and automatic in case of a
price fall, compared to a longer
claims process involving a survey
that is necessary in the case of crop
insurance.

Banks are mandated to lend a
certain portion to the agriculture

The Reserve Bank of India (RBI)
has also permitted the bank
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subsidiaries to offer commodity
broking services in September2017. Banks have the required
knowledge and competencies to
adopt such risk mitigation tools and
this would protect them from
adverse price moves in the
underlying commodity and
consequent delays / defaults in loan
repayment. Banks can synchronise
the loan disbursal as well
encouraging loan receiver to buy
Put Option to protect themselves
from price fall, through their own
commodity broking arms or
through some other tie-ups.
Policy changes by the RBI that
enable Banks to participate in the
commodity markets for such
specific objectives will make it safer
for both farmers as well as the
Banks themselves. This will lead
to greater inclusiveness for access
to these market based risk
management tools, as well as lower
financial stress for farmers and
banks.

4

Encouraging the
Companies with Large
Borrowings Having
Commodity Exposure to Hedge
their Risk
Commodity businesses are meant
to be operated on back-to-back
mode with trading or processing
margins as the sustainable
objective and not based on
directional views of typically volatile
markets largely based on
procurement of goods with
borrowed capital and assuming
that prices will go up. Working
capital provided by banks is
inadvertently facilitating this
speculative approach instead of
mandating a hedged, consistent
margin based operation that would
protect both firms and banks for the
long term.
The provision of working capital by
banks without any hedging
requirements has resulted in high
volatility of earnings. Abnormal
profits due to speculative gains are
taken out by promoters but large
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losses drive the firm into bankruptcy
with banks bearing much of the
loss. Just in the oilseed sector, the
two largest firms went into
bankruptcies in succession over the
last decade, with banks bearing the
bulk of the losses during the
bankruptcy process.

It would be
appropriate for the
advisories to be
converted into
mandates specifying
the percentage of
hedging that must be
met to qualify for the
working capital lines.
This will not only
protect the borrowers
but also the banks
and lower the risk
defaults on account of
commodity price
volatility in the
economy.
In May-2015, RBI have issued the
guidelines asking banks to
encourage hedging by large Agriborrowers through creating
awareness. In November-2018,
SEBI has mandated every listed
company to disclose commodity
price risk and hedging activities in
their annual report. RBI has issued
the notification in June-2015
regarding capital and provisioning
requirements for exposures to
entities with unhedged foreign
currency exposure in which it
mandated that entities should
calculate the extent of loss as
a percentage of EBID and
make prudential measures with
incremental capital and
provisioning requirements.

While for unhedged foreign
currency by companies’ RBI has
mandated incremental capital and
provisioning requirements over and
above present requirements, there
are no such guidelines for
unhedged commodity exposures,
only a guidance to banks to
encourage hedging by large
borrowers.
There is a need of issuing similar
guidelines to the companies with
unhedged commodity exposures.
This will help in reducing the
systemic risk from the ecosystem.
It would be appropriate for the
advisories to be converted into
mandates specifying the
percentage of hedging that must be
met to qualify for the working capital
lines. This will not only protect the
borrowers but also the banks and
lower the risk of default on account
of commodity price volatility in the
economy.
Disclaimer: The views and opinions
expressed in this article, to the extent that
these do not pertain specifically to
NCDEX, are personal, and do not
necessarily reflect the views and opinions
of NCDEX.
Vijay Kumar V. is the Managing Director
& Chief Executive Officer of National
Commodity and Derivatives Exchange
Ltd (NCDEX), India's leading commodity
exchange.
He is a seasoned professional in the
commodity derivatives market. He holds
a B.Tech degree in Electrical Engineering
from IIT Madras and an MBA from Faculty
of Management Studies, University of
Delhi. He has over 25 years’ experience in
commodity trading, merchandising, risk
management, consulting and financial
services. His expertise includes strategic
planning, marketing, policyand
regulatory support.
Prior to joining NCDEX, he has held
senior management positions at leading
agribusiness firms in India, USA and
Canada. He also served NCDEX as the
Chief Business Officer between 2009 to
2014, where he spearheaded Product
Design, Business Development,
Logistics, Quant and Market Structure.
He has also served asa Director on the
board of National Commodities Clearing
Corporation Limited (NCCL).
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The economy is expected to rebound soon with the
rollout of vaccines and projected growth numbers
bring a positive hope on the financial stability and
the real economy. The central bank would continue
to act as a shield and boost investor sentiments.
India is going to be a significant gainer of the
inflows of the monies into the emerging markets.

Managing Director &
Chief Executive Officer

LATIKA S. KUNDU
Metropolitan Stock Exchange of India Limited (MSE)
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India’s forex reserves stand at
$584.24 billion as on January 15,
2021. As per RBI Governor’s
recent statements, “Sustained
accretion to foreign exchange
reserves has improved reserve
adequacy in terms of conventional
metrics such as (i) cover for imports
(18.4 months) and (ii) reserves to
short-term debt in terms of residual
maturity (236%).”Although the U.S.
Treasury department has put India
back on currency manipulators’
watch-list as net purchases of
foreign currency added up to 2.4%
of GDP (whereas U.S. Treasury
department typically uses a
benchmark of 2% of GDP), RBI’s
current stance clearly indicates
that the central bank is going
beyond traditional metrics for
adequacy measurement and its
role is not just restricted to contain
the volatility in the markets. 2020
will be a historical year in terms of
the markets, economy, pandemic
and also recovery and growth. Just
when the Indian economy was
s l o w l y h e a d i n g t o w a rd s a
stagflation, COVID-19 spurted its
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way and created havoc for the
policymakers to handle the
situation. The RBI was already
reducing rates since 2019 and
synergizing with other economies
in the world, it continued to do so in
2020. But apart from reducing
rates, we have witnessed the RBI
resorting to several unconventional
measures like Open Market
Operations and Operation Twists
to tactfully handle the situation.
Similarly, the RBI would not shift its
focus on maintaining the adequacy
of forex reserves going forward
especially when we are just in the
advent of recovery stage from a
global pandemic. This would
ensure rupee stability unlike the
times of past global crises.
Although the surplus liquidity in the
domestic system might be a point
of concern, but the RBI might
employ a number of measures to
manage the capital flows and
some of which has already begun.
India has seen a current account
surplus in the past three quarters
owing to lower imports. IMF has
projected an impressive growth
rate of 11.5% for India in 2021.
Chances of further rate cuts are
highly dependent on the trajectory

of consumer price inflation in India.
Higher fiscal deficit and further rate
cuts do not project any significant
rupee appreciation. Compared to
its peers, in 2020, INR has been the
worst performing currencies
amongst the emerging markets
inspite of the net FPI inflows of Rs.
1.03 lakh crores. This has been
mainly due to the RBI intervention
and going forward, the rate of
growth and recovery would
determine RBI’s involvement in it.
India is highly likely to gain
advantage of the global dollar
liquidity which is expected to
continue its flow into the emerging
markets. Inflation figures would
also determine the fortune of
rupee. It is expected that the ongoing ultra-easy monetary policy
and continued quantitative easing
from the US Federal Reserve would
continue to weaken the US Dollar
further. Also, with the global
recovery, crude oil prices are
expected to increase and since
India depends majorly on crude oil
import; it is likely to put a downward
pressure on rupee. Therefore, in a
nutshell, there is limited room for
rupee appreciation keeping into the
tunes of RBI interference and
higher inflation numbers.
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Indian rupee volatility has
increased - the road
ahead

For the past 15 years the RBI has
been quite vigilant in containing the
rupee volatility and its more
pronounced amplitude was
witnessed in 2020. Studies by RBI
economists revealed that rupee
volatility in the past year averaged
out to 7.71% compared with about
25% during the taper tantrum of
2013. Forex market interventions,
along with the other monetary and
regulatory measures have helped
curb exchange market volatility
and mitigated potential threats to
financial stability. Volatility had
normalized quickly after the surge
in March 2020 and remained lower
than in stress episodes in the past.
The RBI intervened by selling USD
in the OTC, exchange and offshore
market segments. Thus, in March
2020, it resulted in containment of
surging volatility and reduced
depreciation pressures on the
rupee. Buy-side interventions from
April end was adopted on account
of sporadic FPI inflows which
further added to reduction of
volatility. They also undertook two
USD-INR sell-buy swaps for a
tenor of six month each in March
2020 to provide dollar liquidity to
the market. These swaps helped to
reduce shortage of dollar liquidity
faced by the market participants
towards the end of the financial
year.
The economy is expected to
rebound soon with the rollout of
vaccines and projected growth
numbers bring a positive hope on
the financial stability and the real
economy. The central bank would
continue to act as a shield and
boost investor sentiments. India is
going to be a significant gainer of
the inflows of the monies into the
emerging markets. Although the
inflation numbers and the crude
oil prices might be a bit of concern
in terms of rupee volatility. It is
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believed that a falling dollar on the
back of a global economic
recovery and continued stimulus
spending and consumption-led
spending in the major economies,
oil prices would rise. However,
much of this is correlated to the
r a t e o f re c o v e r y, c h a n g e d
consumption patterns, shape and
structure of US-China trade
alignment, global production of
crude oil. This might cause crude
oil prices to demonstrate volatility.
W ith over 80% India’s oil
import dependence, increase of
consumer spending in India in
2021 followed by volatility in
crude oil prices, rupee might be
subjected to a bit of volatility in the
year ahead.

3

FIIs pulling out dollars
and its effect on Indian
currency

2020 has witnessed a net equity
inflow of Rs. 1.70 lakh crores.
Lately, healthy FII inflows have
powered a rally in the equities
and correspondingly have led
rupee to appreciate slightly.
With Fed putting India on watch
list in December, RBI intervention
is expected to continue but
measured. Therefore, stabilizing
the currency and insulating it
against any strong inflows would
be RBI’s prime motive and it would
arrest any significant appreciation.
With the clarities on Brexit deal, US
stimulus package, weak dollar and
the vaccine optimism coupled with
strong growth in 2021, it is highly
unlikely for FIIs to pull out dollars
from Indian markets.

4

Currency printing by U.S.
and its effect on world
currencies

U.S. dollar is the global reserve
currency and companies from
other countries who transact in
U.S. dollars are exposed to the
value of their currency relative to
the U.S. dollars. On the onset
of COVID-19 pandemic in mid

March, the demand for market
liquidity reached its peak as nongovernment sales of U.S. Treasury
securities. The primary dealer
banks lacked the balance sheet to
buy these securities quickly and
the Federal Reserve immediately
resorted to become the principal
buyer of treasuries. The Federal
Reserve took this step to prevent
falling of prices of treasuries
which in turn would have led to
inching up of yields significantly
and put a mounting pressure on
Government’s borrowing costs.
This resulted in a significant
increase in Fed’s balance sheet
assets and in turn, it increased the
excess reserve liabilities of the
banks. Therefore, the Fed’s excess
reserves became new and highquality assets of the banks. This is
popularly termed as “currency
printing” by U.S. The main intention
behind this action has been to keep
a check on the interest rates and in
the process; this policy of
quantitative easing was aimed at
flooding the markets with cash,
thereby benefitting all borrowers
including the Government. Data
shows that a broad measure of the
stock of dollars known as M2, rose
from $15.34 trillion at the start of
2020 to $18.72 trillion in
September. Therefore, the Fed
pumped more than $3trillion into
the economy.
This technique was employed by
other central banks in the world too
like European Central Bank, Bank
of England and Bank of Japan.
In particular, when one’s central
bank’s balance sheet expands
relative to the others with respect
to quantitative easing measures, it
leads to a depreciation of the
corresponding currency. It also
might have persistent effects on
the corresponding exchange rates
especially with respect to USD in
this case. These are mainly
transmitted through currency risk
premia but they also materialize
through liquidity effects in money
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markets, signalling effects and to a
much smaller extent, limits to
arbitrage in foreign exchange
markets.

5

Currency trading affects
the spot currency - Myth
or reality

In the interbank market, spot
trading is the dominant segment
with over 50% share in total
turnover followed by swaps. Spot
market trading is well distributed
throughout the day whereas data
published by the RBI suggests
that for forex forwards, the last
two hours have relatively higher
volumes. Also, in the recent years,
significant volumes in the offshore
NDF markets have been
detrimental on the onshore prices.
Studies conducted by RBI have
proved that there is a unidirectional
impact of NDF on onshore market
when the rupee is depreciating but
a bi-directional impact when rupee
is appreciating. With increasing
volumes of NDF market, the rupee
is more likely to become more
prone to shocks emanating from
the overseas markets. The size and
growth of the offshore rupee
derivative markets has also posed
a threat to the efficiency of price
discovery and the effectiveness of
exchange rate management policy.

6

Role and need of investor
awareness programmes
related to Currency
Markets
Currency markets in India are
predominantly a wholesale market
dominated by banks, forex brokers
and corporate clients. Forex
market in India is largely an OTC
market with an average daily
volume of about USD 33 billion.
Exchange traded forex derivatives
have an average daily volume of
about USD 8 billion. Major hedging
activities are done offshore by
Indian corporates and most
hedging interest is for exposure of
commodity risk in international
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trade of importers/exporters.
Residents, who hedge their
commodity price risk in overseas
market, should be encouraged to
partly and progressively hedge
their risks on the domestic
exchanges. It could lead to a buildup of sizeable forex derivative
positions creating potential for
forex market. Bridging the gap
between OTC markets and
exchanges by development of
offerings that mirror OTC FX
trading would help a lot in this
regard. Therefore, investor
awareness programmes are the
first steps to be taken in order to
build an efficient and regulated
currency market.

Maintaining
inflation at low levels
and letting GDP growth
at a healthy pace would
even attract FPI inflows
at a higher rate. Also,
any significant
alteration in repo rate is
unexpected at this
stage.

7

How can Indian currency
are made strong structural reforms or
Central bank Intervention
Prime Minister Modi’s dream of
becoming a $5 trillion economy by
2025 will be facilitated by several
structural reforms. India’s recovery
rate from the COVID-19 pandemic
and growth potential will be
determined by the fiscal measures
and the structural reforms adopted
down the line. Although there has
been peaks of inflation in the past
few months, but overall the RBI has
been successful in maintaining the
inflation within its target. Inflation
has remained around 4% over the
last three years. In the current

scenario, the synergy between the
Government and the RBI to control
inflation by suitably factoring in the
growth aspect would be a watch
out. Maintaining inflation at low
levels and letting GDP growth at a
healthy pace would even attract
FPI inflows at a higher rate. Also,
any significant alteration in repo
rate is unexpected at this stage. As
per its current stance, the Central
Bank is unlikely to intervene with an
aim to make the currency stronger
in the short run. It would continue
on maintaining its forex reserves.
However, the structural reforms
focused on fast-paced growth and
controlled inflation with increase in
consumer spending would
ultimately lead to a stronger INR in
the longer run.
Latika S Kundu, MD & CEO - Metropolitan
Stock Exchange of India Ltd (MSE).

In over 20 years of her corporate
experience, Latika has taken on leadership
roles across various Exchanges and has
also served in the capacity of a Member on
the Board of Directors of a Depository.
Latika's managerial career commenced
with over a decade long stint at the
country’s most popular Exchange,
National Stock Exchange of India Ltd. This
was followed by working with recognized
organizations like Lehman Brothers India,
MCX Stock Exchange Ltd (Now MSE), and
Singapore Mercantile Exchange Pte. Ltd
(SMX) before her most-recent endeavor as
the Co-Founder & Chief Operating Officer
of the Singapore Diamond Investment
Exchange Pte Ltd (SDiX) in March 2015.
Having spearheaded leadership roles in
three different Exchanges, one Clearing
house, and one depository, she is rightly
recognized as a ‘Thought Leader’ in the
industry by her peers. A visionary who is
driven by performance and business
goals, she has also served as a Board
Member for Institute of Banking &
Finance’s (IBF) Capital Markets and
Financial Advisory Services Examination
Board (CMFAS) Singapore, an Expert
Committee Member of the Capital Market
Committee of the Bombay Chambers of
Commerce & Industry (BCCI), and has
been a speaker and panelist on various
Global Investor forums and conferences.
She is certified in Blockchain Technologies
from MIT Sloan School of Management
and is a full-time MBA from Institute for
Technology & Management, accredited by
New Hampshire College (USA) in 1996,
with Majors in Marketing & Finance.
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The vision ahead for ICCL is business in the
new normal since the Exchanges continue to
thrive, unlike those parts of the economy that
require face-to-face interaction. ICCL
continues to follow the lead of the authorities
when it comes to gradually resuming work from
offices in a phased manner, in staggered shifts.

Managing Director &
Chief Executive Officer

DEVIKA SHAH
Indian Clearing Corporation Limited (ICCL)
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Clearing Corporations had
seamless operations flow
during the lock down - the
vision ahead.
As per the order issued by the
Ministry of Home Affairs on April
15th, 2020 point 7.iii, essential
services included capital market
services as notified by the Securities
and Exchange Board of India
(SEBI).
Accordingly, the regulator-notified
entities continued to be exempted
from the nationwide closure,
including stock exchanges, clearing
corporations, depositories,
custodians, mutual funds, asset
management companies,
stockbrokers, trading members,
clearing members, depositories
participants, registrar and share
transfer agents.
The operations at Indian Clearing
Corporation Limited (ICCL)
continued quite seamlessly, with
well over 95% of the workforce,
operating from home. ICCL handled
the volumes and the ensuing
volatility in the market without any
issues. The network of Clearing
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Members, Exchanges,
Depositories and Clearing Banks
operated in the same mode.
The trading volumes during this
period were high and the months
following the lock down in March
2020 were volatile. In this longer,
sustained period of volatility, margin
models performed well, and robust
risk management was the need of
the hour.
Notwithstanding the fact that most
employees were working from
home, the market infrastructure
including clearing and settlement
went on smoothly. Constant real
time stress testing and systems
testing was conducted since a
dedicated VPN network was
provided where employees signed
on to the same virtual desktop as
the machines in the offices, with
identical infrastructure.
Our takeaways from the last year
have been that Clearing
Corporations like ICCL, have
demonstrated their importance and
the much greater strength of the
financial market infrastructure as
compared to the financial crisis in

2008. The vision ahead for ICCL is
business in the new normal since
the Exchanges continue to thrive,
unlike those parts of the economy
that require face-to-face
interaction. ICCL continues to
follow the lead of the authorities
when it comes to gradually
resuming work from offices in a
phased manner, in staggered shifts.

2

Clearing corporation’s role
in smooth implementation
of Pledge and Repledge
systems.
Under the previous regime of title
transfer collateral agreements, the
general practice was to transfer
securities from the client’s demat
account to the broker's collateral
account, for margin requirement or
pledging purposes.
On February 25, 2020, SEBI
released guidelines (under section
11(1) of the Securities and
Exchange Board of India Act, 1992)
for margin obligations given by way
of pledge/ re-pledge, after
extensive consultations with stock
exchanges, clearing corporations,
depositories and broker members.
The new system accepts collateral
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from clients by way of a margin
pledge, which involves concurrence
between the pledger, pledgee,
depository participant, and the
depository.

ICCL to detect the diversion of
client’s securities by the stock
broker at an early stage so as to
take appropriate preventive
measures.

• Within 1 trading day from
disablement, SEs to direct ICCL
to invoke the unencumbered
collateral deposits including BGs
/ FDRs.

After extension granted by SEBI
considering the 2020 COVID-19
Crisis and allowing both the old and
new regimes to co-exist during the
month of August, the new system
finally came into force from 1
September 2020 onwards.

One of the leading indicators was,
deterioration in financial health of
the stockbroker and/or depository
participant based on certain
parameters. The Stock Exchanges
(“SEs”), Clearing Corporations
(“CCs”) including ICCL, and
Depositories had to monitor and
flag significant mark-to-market loss
on proprietary account/ related
party accounts and repeated
instances of pay-in shortages.
There was felt a need to devise a
Standard Operating Procedure
(“SoP”) enumerating the steps to be
taken in such cases where there is a
risk that a TM / CM is likely to default
in repayment of funds or securities
to its clients. The SoP lays down the
actions to be initiated by the SEs /
ICCL / Depositories within a time
frame after detection of any triggers.

ICCL shall secure the
unencumbered collateral
deposits, electronic balances in
the depository accounts of the
TM / CM, including BGs as per
the directions received from
SEs.
• Within 15 trading days from
receipt of information of
disablement, all the securities
lying in client unpaid securities
account of the TM shall be
liquidated by ICCL and the sale
proceeds shall be credited to
respective client’s financial
ledger.
• Within 30 trading days from
crystallization of balances, ICCL
shall endeavour to initiate the
process to settle debit balance
of such client accounts by selling
their securities if such clients fail
to clear their debit balance after
giving notice period for 5 days.

Compliance with the new guidelines
means that TMs and CMs are to
open separate demat accounts
tagged as ‘client securities margin
pledge account’ to accept margin
pledges. Placing accountability and
investor security at center stage, the
guidelines prescribe that the entire
trail of pledging and re-pledging
from the client to the TM, TM to the
CM, and CM to ICCL will be visible
in the pledger’s demat account. A
TM/CM can only re-pledge
securities to the CM/ICCL through
its ‘client margin pledge account’.
There were changes in the core
application of the Depository
System, and changes in the core
processes of the other entities
involved, which affected the
processes of pay-in, pay-out,
collateral management, and margin
obligations. Furthermore, it was
required by the TM/CM to align their
systems and accept client collateral
and margin-funded stocks by way
of creation of pledge and repledge
in the depository system.

3

Role of Clearing
Corporations in giving
prior signals in Brokers
default.
SEBI vide circular dated December
17, 2018 had specified an Early
Warning Mechanism to prevent
diversion of client’s securities and
consequential action(s) to be
initiated by the Stock Exchanges
(“SEs”), Clearing Corporations
(“CCs”) and Depositories which
involved sharing of information
between SEs, Depositories and
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Alerts triggered at the SE/ ICCL /
Depository through the early
warning mechanism shall be
immediately shared with the other
SE/CC/ Depositories and based on
these alerts, the SE/ ICCL and
Depository are to jointly take
preventive actions.
On analysis of the below early
warning signals, if there is a risk that
a TM / CM may fail to meet the
settlement obligations to CM /
ICCL, where:
a) There is shortage of funds /
securities payable to the clients by
Rs. 10 crore (SE may have their own
criteria) and / or
b) TM / CM has failed to meet the
settlement obligations to CM /
ICCL and / or
c) There is sudden increase in the
number of investor’s complaints
against the TM / CM for nonpayment of funds and / or
transfer of securities,
the following action shall be taken
by SEs / ICCL as per the
timelines given by SEBI.

ICCL shall endeavor to settle the
claims of maximum number of
clients by way of interim measures,
under their supervision prior to
issuing show cause notice (SCN) for
declaring the TM a defaulter.
Furthermore, the unencumbered
deposits available with ICCL, after
adjusting for any dues of ICCL, shall
also be utilised for settling the credit
balance of investors starting from
the smallest amount. Any surplus
available with ICCL, shall be utilised
for settling the credit balances of
clients with respect to other SEs.
BGs of the TM shall be invoked, and
the FDRs shall be encashed for
utilisation. ICCL may settle such
clients in tranches.

4

Readiness of Clearing
Corporations in dealing
with systemic risk in the
financial markets - the road
ahead.
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The stability of the financial system
is fostered by identifying, assessing,
and managing systemic risks
arising from financial institutions.
The reliable functioning of market
infrastructures providing services to
the financial markets also plays a
key role in this respect. These
infrastructures - payment systems
and securities clearing and
settlement systems - are hubs that
enable the transfer of payments and
securities between the various
participants.
After the global financial crisis,
clearing corporations or Central
Counter Parties (CCPs) have
become the focal point of systemic
risk. Globally banks have become
stronger because of Basel 3, but
clearing corporations had
challenges, especially those that
started clearing OTC contracts
where there is poor liquidity and
price transparency.
Most of the focus was on margins
and capital, but this is a narrow view
of what a CCP like ICCL needed to
manage defaults without creating
systemic risk.
• ICCL needs cash to meet its
settlement obligations to the
non-defaulting side when it
faces a default by a large
counter party. Given the rigid
times lines of the clearing
process, this liquidity is needed
at very short notice. The only
credible provider of liquidity in
that time frame is the central
bank. ICCL needs discount
window access at the central
bank.
• The moment ICCL takes over a
defaulted position, it is exposed
to market risk on the position
until it can unwind the position
and restore a matched book
position. In periods of market
stress, orderly liquidation would
happen over time frame of
several days if not weeks. During
this period, ICCL needs capital
to absorb the market risk and to
credibly continue its business.
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Especially in
turbulent times, it is
critical that the daily
routine of ICCL
include steps to
manage the risk of its
markets and detect
potential risks to the
financial markets early.
These processes were
reliably executed, thus
allowing ICCL to
provide further
stability and safety to
the financial market.
• Many CCPs underestimated the
importance of operational
capability to liquidate positions.
It could require access to related
markets to lay on proxy hedges;
depending on the contract
involved, access may be
required to index futures,
currency futures, foreign
derivative markets, spot
commodity markets, OTC
derivative markets and so on.
Many large CCPs had not
conducted mock drills of
managing very large defaults but
could manage small defaults
which proved their partial
operational readiness.
Regulators took an integrated view
of the above and in the recent past,
laid down rules and regulations like
asserting the importance of having
a resilient framework with a Core
Settlement Guarantee Fund and a
Default Waterfall that safeguards
the interest of the market
participants, measures to put
Standard Operating Procedures in
place, a constantly evolving Risk

Management Framework involving
continuous Stress Testing, a robust
Margin Model, etc.
Financial markets react to all kinds
of events, which may include those
that are politically, economically, or
environmentally driven. These
events expose them to systemic
risk. In times of crises, the impact is
amplified and often felt across large
parts of the global financial markets
and the global economy. This was
observed during the 2020 COVID19 Crisis. Due to the uncertainty in
the markets, volatility spiked to
extraordinary levels - stocks,
interest rates and oil prices fell and
credit spreads widened. During this
unprecedented time of market
v o l a t i l i t y, f i n a n c i a l m a r k e t
participants needed the ability to
effectively manage their risks. The
centrally cleared markets have
proven, once again, to be a safe
haven for market participants
during this period of extreme stress.
ICCL provided market participants
with an efficient and effective forum
to manage their risks, whilst
providing transparency and
operational reliability. This was
despite the significant operational
challenges presented by the
circumstances that surrounded
responses to coronavirus.
ICCL observed significant
increases in Variation Margin (“VM”)
due to the observed market moves
but was able to process these
payments as well as clear and settle
a higher volume of transactions in a
timely manner. Initial Margin (“IM”) is
held by the ICCL to cover the
potential future exposure of its
participants’ portfolios, using at
least a 99% coverage standard.
ICCL designed the IM requirements
to cover a variety of potential market
moves, however, market moves
that capture “extreme but plausible
market conditions” are designed to
be captured in ICCL’s Default Fund
requirements.
Especially in turbulent times, it is
critical that the daily routine of ICCL
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include steps to manage the risk of
its markets and detect potential
risks to the financial markets early.
These processes were reliably
executed, thus allowing ICCL to
provide further stability and safety to
the financial market. ICCL has set
up various daily processes that are
designed to ensure safe and robust
financial markets, particularly in
periods of stress.
During the 2020 COVID-19 Crisis,
with increasing clearing volumes,
ICCL remained fully operational,
while offering efficient central
clearing services. Market
stakeholders, including ICCL and
it’s market participants, recognize
the importance of markets
remaining open. The continuity of
services has always been a
cornerstone of ICCL's offering and
consistently considered in ICCL’s
processes and planning to provide
for business continuity in times of
stress. These processes are
appropriately tailored to cater to the
different needs of ICCL.
ICCL has set up BCPs to prepare
for different types of events that
could disrupt the operations, which
are tailored according to the
requirement of the business and
can be implemented to minimise or
negate any impact on business
services. Consistent with the
Principles for Financial Market
Infrastructures (PFMI), the BCP shall
also be tested on a regular basis.
Due to this reason, ICCL conducts
different types of testing exercises
with only their CMs and clients or
together with other exchanges or
CCPs or in an industry-wide
exercise that includes various
market participants - exchanges,
CCP, CMs and non-CMs.
In this period, ICCL applied different
working environment scenarios
including work from home or from
back-up locations / secondary
sites, split teams and rotating
teams, virtual meetings and events,
restrictions on travel or travel bans,
quarantine where necessary, etc.
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5

Clearing Corporations are
pillars of financial
markets.

The road ahead is paved with
Clearing Corporations like ICCL,
emerging as the pillars of financial
markets. For the future, we need to
continue to ensure that the financial
markets should stay open,
especially in a crisis. The
implications of a market closure
would be too severe for the local
and the global financial markets and
economies.

Global
cooperation is key to
facing global
challenges. ICCL has
worked cooperatively
throughout this
period and recognizes
the importance of
regulators and
international standard
setters doing the
same to ensure the
resilience and stability
of the global financial
markets.
Market infrastructures have their
own, stability-fostering role in the
event a financial institution faces a
crisis. The purpose of systemspecific rules and practices is
to safeguard the settlement of
fund transfers and securities
transactions even when the largest
counterparties connected to the
system are unable to fulfil their
obligations.
ICCL, as we do today, must
continue to review their margin
models, stress testing
methodologies and default

management protocols to be
prepared for the next crisis. While
ICCL's practice held up well during
the 2020 COVID-19 Crisis, we
recognize the importance of ICCL
enhancing the risk management
practices, as appropriate, to
address evolving market
conditions. ICCL must maintain the
flexibility to make these
enhancements, leveraging the risk
management expertise.
To reduce the exposure to the credit
risk of ICCL, we should be able to in times of stress, such as this, and
even without a banking license (local or foreign) deposit some of
their cash in central bank accounts.
This could enhance a ICCL’s
collateral management.
CCPs like ICCL, are a critical
component of supporting financial
markets, providing financial
markets with resilience, safety, and
stability by offering market
participants an effective and
efficient place to manage their risks.
Global cooperation is key to facing
global challenges. ICCL has worked
cooperatively throughout this
p e r i o d a n d re c o g n i z e s t h e
importance of regulators and
international standard setters doing
the same to ensure the resilience
and stability of the global financial
markets.

Devika Shah has assumed office as the
MD & CEO with effect from January 1,
2018.
She comes with over 30 years of rich
experience with BSE & has deep
understanding of the exchange and
clearing corporation related operations
and regulations. During her tenure at BSE,
she has headed various functions, in the
areas of regulatory & business, including
surveillance, investigation & inspection,
trading operations, clearing & settlement,
listing membership, Investor Protection
Fund, business development, accounts,
legal & regulatory communications.
She holds a Bachelors in Commerce
degree from the University of Mumbai & is
a Fellow member of the Institute of
Chartered Accountants of India.
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With the new means of technology, online demat
account is accessible to every individual. We recently
became the first depository to reach the milestone of
3 crore demat account and this landmark is a
testimony of the vision of SEBI in the 1990s to move
to a digital market and the collaborative and
collective work of the MIIs and the DPs.

Managing Director &
Chief Executive Officer

NEHAL VORA
Central Depository Services (India) Limited (CDSL)

1

CDSL path - the road ahead
in the era of digital
transformation.

Dematerialization of securities is one
of the most crucial services of capital
market ecosystem. This was the first
step in digitization of the financial
market infrastructure. CDSL’s core
agenda remains to provide services
that are easy, convenient and more
importantly secured enabling every
capital market investor to manage
and operate its demat account
independently. Over the last couple
of years, we have brought many
changes in the organisation to
empower the ‘Atmanirbhar
Niveshak, i.e the Self-sufficient
investor’ through our digital services.
Every service we provide is a rising
step towards our vision. Be it
services like demat account opening
through our Depository Participants,
transfer of shares, nomination
facilities, and many others are one
click away on our website and our
mobile app.
We have also initiated new services
in line with transformation and
requirements of the current times to
promote #GoDigital. In addition to
our e-voting services, we also offer
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services to hold Annual General
Meeting through Video conference,
to make AGM a hassle-free event for
the shareholders and the company.
We also provide email updation
services to companies to update
their shareholder database, to
ensure that the dissemination of
communication to the shareholders
is valid, sufficient and productive.

2

Financial inclusion through
Demat accounts - Myth or
Reality.

CDSL strongly believes in financial
inclusion and has endeavoured to
make financial products and
services accessible and affordable
to all individuals and businesses.
With the new means of technology,
online demat account is accessible
to every individual. We recently
became the first depository to reach
the milestone of 3 crore demat
account and this landmark is a
testimony of the vision of SEBI in the
1990s to move to a digital market
and the collaborative and collective
work of the MIIs and the DPs. This
also represents the growth of the
economy and the reach of capital
markets. Many of these demat
accounts have been opened in Tier 2

and Tier 3 cities which showcases
the growth of not only financial
inclusion in the interiors of India but
also the growth of the financial
awareness and preference towards
the securities market in India.
CDSL is currently the largest
depository in the country in terms of
active demat accounts. It is
heartening to note that the focus of
registration of new demat accounts
is shifting from metros to tier II and
tier III cities, which is indicative of the
deepening and widening of the
Indian Capital Market. In the 21st
c e n t u r y, r i d i n g o n f i n a n c i a l
technology, the current pandemic
has necessitated an acceleration
towards digitisation and digital
innovations. CDSL has been
working towards strengthening its
digital footprint and providing
various digital solutions for the
investors.

3

Growth of capital market
during the Pandemic.

With the digital outreach of nearly
600 Depository participants over
20500 locations and 97% pincodes, the world has become
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smaller and the markets have grown
larger.
Much of this credit goes to SEBI’s
relentless effort towards market
development through financial
inclusion and digitisation of the
key attributes of the market
infrastructure. In 1992, SEBI
introduced regulations for primary
and secondary markets, bringing
t h e m w i t h i n t h e re g u l a t o r y
framework. In 1995, the capital
markets upgraded from a traditional
open floor trading system, to a
sophisticated electronic based
trading system. With the
introduction of online trading,
dematerialization, digitization in the
capital markets through rolling
settlement, margin pledge, etc. the
markets have seen a robust growth
not only in volumes but also in the
security and sophistication of
markets operations. The new
reforms by SEBI in the capital market
improved disclosure standards,
introduction of prudential norms and
standardisation of procedures.
It is due to this foresighted vision of
the regulator, that resulted into the
sustainability of our industry that
continued its operations without any
disruption even during the national
lockdown during the current
pandemic of Covid-19. The
securities and commodities markets
and the seamless operations of
each MII remained unhampered
throughout the lockdown which is a
demonstration of the importance of
a coordinated and complimentary
role of important market
infrastructure institutions like stock
exchanges, clearing corporations
and depositories.

4

Pledge and Repledge
system have improved
security for investors.

The new pledge and re-pledge
mechanism have brought a lot of
transparency and visibility in
terms of handling the securities
and it has definitely ensured
safety, confidence and comfort at
investors’ end. In the new
mechanism, investor holdings do
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not get physically transferred to the
broker’s collateral account, instead it
will only create a lien in favour of the
broker for margin requirements. The
new system has brought is
transparency, objectivity and
security to the assets of the
investors.

With the
introduction of online
trading,
dematerialization,
digitization in the
capital markets through
rolling settlement,
margin pledge, etc. the
markets have seen a
robust growth not only
in volumes but also in
the security and
sophistication of
markets operations.

5

Key steps implemented
towards investor
protection and education.

Investors are the pillar of the financial
and securities market. They
determine the level of activity in the
market and their increased
participation leads to an effective
and robust mechanism to
channel savings into investment
within the regulatory contours
of transparency, fairness and
protection leading to effective nation
building.
CDSL, through its various investor
education and awareness
programs, endeavours to enrich and
educate the investors through
various measures to safeguard their
interest. We use various mediums
such as print and social media to
expand our reach to the investors
and use various material in regional
languages to enhance the last mile
connectivity. e Further, CDSL on
regular basis conducts Investor
Awareness Programmes (IAPs)

along with its Regulators, MIIs, DPs,
Financial / Educational Institutions,
etc.
Our vision is to enhance the investor
engagement in the area of education
and awareness to build on our vision
of the “Atmanirbhar Niveshak” or
the self-sufficient investor.
Nehal Vora is the Managing Director & Chief
Executive Officer of Central Depository
Services (India) Ltd. (CDSL) since September
24, 2019. CSDL under his leadership, has
emerged as the leading Depository of India
and became the first Indian Depository to open
3 crore plus (30 Million) beneficiary accounts.
CDSL is the first and only depository to be
listed on the stock exchange in Asia and the
first and the only depository to launch
operations at the International Financial
Services Centre (IFSC) at the GIFT City,
Gandhinagar, India. His endeavour as the helm
at CDSL is to build a robust franchise built on a
foundation of fair and transparent governance
framework coupled with a strong digital
footprint.
He is also a Director on the Board of AICNMIMS Incubation Centre, launched by
NMIMS - a premier B school in India, in
collaboration with NITI Aayog, Government of
India.
He has over 25 years of experience across
diverse segments in Capital Markets. In his
earlier role as the Chief Regulatory Officer of
BSE Limited and the member of the Executive
Leadership Team, he drove regulatory
excellence through membership compliance,
surveillance, inspection, investigation,
regulatory communication, investor services,
listing compliance and regulatory legal teams.
He began his career with Securities and
Exchange Board of India (SEBI) in 1996.
Amongst some of his key achievements at
SEBI, he was instrumental in implementing the
T+2 rolling settlement, risk containment
system in the derivatives market in India and
the system of mandatory Straight through
Processing for the Institutional trades for the
Indian Securities Markets.
He has also headed the Broking and
Investment Banking Compliance at a leading
brokerage house- DSP Merrill Lynch Ltd, as
the Director, Law and Compliance. He has
been felicitated with Distinguished awards
including NetApp Innovation Award 2019,
Compliance Champion award in 2018, IDC
Digital Transformation Awards under the Dx
Leader Information FOW Global Investors
Group at the Asia Capital Markets Awards in
2017 for Best New Product in Market
Surveillance. In recognition of his commitment
and dedication to the Compliance Function at
DSP Merrill Lynch, he was awarded OGC
Living the Mission Award in 2008 by Merrill
Lynch amongst many others and latest being
recognised as the Distinguished Alumnus at H.
R. College of Commerce and Economics. He
is a guest speaker at various international
forums including the IOSCO Harvard Training
program for securities market regulators,
conferences and is also a lecturer at the
National Institute of Securities Markets (NISM).
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NDML-KRA provides for centralization of the KYC
records in the securities market. Client who enters
the securities market initially and desirous of opening
an account/trade/deal with the SEBI registered
Intermediary viz., Broker, Depository Participant,
Mutual Fund etc has to submit the KYC details viz.
proof of identity, proof of address through the KYC
Registration form and supporting documents.

Senior Vice President

PRASHANT VAGAL
National Securities Depository Limited (NSDL)

1

Road ahead for Depository
Institutions in protecting
retail investors.

In India, Depository Participants
extend depository related services to
retail investors and also to other
categories of investors. However,
investors’ interest remains the central
theme while designing the products
and services of NSDL.
Some of the steps taken to empower
investors and keep them aware about
the operations of demat account are
as follows:
1) NSDL provides free SMS alerts
facility to its investors for
transaction carried out through
their demat accounts, change of
mobile number, change of address,
change of nominee, credits on
account of sub-division / IPO, etc.
Thus, investors are aware about the
operations in their demat account
2) For initiating margin pledge,
confirmation of investors is
obtained through a bitly link sent in
the SMS at the registered mobile
number.
3) e D I S , w h i c h h a s b e e n a n
alternative option for power of
attorney, requires authentication of
investors at NSDL’s Demat
Gateway for sale of securities.
4) NSDL Mobile App (named NSDL
SPEEDe): For viewing holding and
statement of demat account
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anytime, anywhere (available for
download at Google Play and App
Store).
5) NSDL-CAS provides a single view
of entire portfolio held in demat
mutual fund folio, total value thereof
with graphical representation of
investments. Thus, NSDL-CAS
enrich investors experience of
managing his/her portfolio
effectively and benefit him/her in
many other ways viz. better
decision making, simplified
monitoring, rich analysis of portfolio
etc. NSDL eCAS can be accessed
from NSDL’s IDeAS website at
https://eservices.nsdl.com/
6) NSDL e-Services - SPEED-e /
IDeAS facilitates viewing of demat
account as well as submitting
instructions for securities
settlement to the pre-designated
broker.

2

Role of BSDA (Basic Service
Demat Account) in attracting
more retail investors.

A BSDA i.e., Basic Services demat
account is focused for small investors
which can be opened and maintained
at a low or reduced cost. SEBI was of
the opinion that BSDA will attract more
demat account holders due to low
maintenance fees. Hence, to facilitate
investors the concept was introduced.
A DP would be required to give an
option to investors at the time of
opening demat account. Thus,

investors can choose the option and
avail the low cost maintenance
account.

3

KRA as the key to the
simplification of client
registration.

With a view to bring uniformity in the
KYC requirements for the securities
markets, SEBI initiated usage of
uniform KYC by all SEBI registered
intermediaries. In this regard, SEBI
issued the SEBI {KYC (Know Your
Client) Registration Agency (KRA)},
Regulations, 2011. Pursuant to this
regulation, NDML which is a wholly
owned subsidiary of National
Securities Depository Ltd (NSDL), has
been granted In-principle approval by
SEBI to function as a KRA.
NDML-KRA provides for centralization
of the KYC records in the securities
market. Client who enters the
securities market initially and desirous
of opening an account/trade/deal with
the SEBI registered Intermediary viz.,
Broker, Depository Participant, Mutual
Fund etc has to submit the KYC
details viz. proof of identity, proof of
address through the KYC Registration
form and supporting documents. The
Intermediary then performs the initial
KYC and uploads the details
electronically in the NDML-KRA
s y s t e m . T h i s e l e c t ro n i c K Y C
information details can be accessed
by all the SEBI Registered
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Intermediaries through NDML-KRA or
other KRA where they are registered,
while dealing with the same client. As a
result, once the client has done KYC
with a SEBI registered intermediary, he
/ she need not undergo the same
process again with another SEBI
intermediary. NDML-KRA offers
certain distant features:
• APIs/Online or file based option to
register, download, modify and make
KYC inquiry of new or existing
investors.
• Intimation of KYC changes viz.,
change of address, etc through
auto feeds / EOD download for the
KYC data already solicited.
• Status inquiry / Various reports viz.,
KYC pending status for rectification
/ p ro v i d i n g d o c u m e n t s f o r
intermediaries etc.
• Security system features viz.,
administrator login for user
management etc.
• Feature of Straight through
Processing for fetching recording
and upload of records without
manual intervention.
• Interoperability with all KRAs to
verify, download and modify KYC
details.
• Generation of Acknowledgment
Letter and SMS facility to view the
status of KYC record and download
KYC information.

4

Well informed Investor is
well protected.

An investment in knowledge pays the
best interest. This is not just
something what Benjamin Franklin
said long back, it’s something what we
sincerely believe as a responsible
market institution. NSDL has always
followed that One should not be a just
investor, but a ‘Prudent Investor’. We
continue to engage with the investing
community at large in multiple ways to
keep them informed and updated.
NSDL publishes a monthly newsletter
‘The Financial Kaleidoscope’ in Hindi
and English which reaches to more
than a Crore investors. More
important fact is that this newsletter is
actually read by a large number of
investors and appreciated too, as we
get to know from the responses from
them. In addition to this, NSDL has
published number of other booklets,
FAQ etc. in Hindi and other languages
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apart from English. All these materials
are available on our website for free
access.
NSDL has been organizing awareness
programmes for investors all over the
country. During the pandemic, more
than 400 webinars were conducted
which were attended by around
62000 investors. By these programs
we attempt to connect with public at
large, spread the message of financial
literacy and helping them to
understand the basics of investment
process. These programs are
conducted in association with SEBI,
stock exchange, mutual funds,
depository participants, industry
associations and other market
intermediaries. The schedule of these
programs is published online on our
website and also disseminated
through our newsletters.

5

E- KYC has led to large
number of first time
investors to get into the
markets - the road ahead.
e-KYC and related innovations in the
client on-boarding process have
indeed brought in a large number of
investors into the Indian capital
markets in the recent months. The doit-yourself for on boarding new clients
for broking and demat accounts has
facilitate large number of investors to
enter the capital market. NSDL group
has developed product viz., Instigo.
Instigo Do-It-Yourself (DIY) Module
facilitates opening of demat / trading
accounts by Client in a compliant
manner.
Still a large number of Indian
populations is away from the
mainstream market and thus unable
to create wealth for themselves. We
need to continue to refine our offerings
and create an ecosystem whereby
more number of investors can join the
process of wealth creation. Hence,
eKYC will play a very important role in
reaching out to more investors.
SEBI on Jan 13, 2021 has published a
consultation paper on Role of KYC
Registration Agencies (KRAs)/ Market
Infrastructure Institutions (MIIs) in
performing KYC (Know Your Client) of
the client in securities market.

In order to achieve multiple objectives
of standardizing the KYC process,
making the KYC process more robust,
avoiding duplication, saving cost to RI
etc.; a modified process for KYC in
securities market has been envisaged.
It is being proposed that the KYC and
account opening process may be
separated by doing client KYC
through KRAs (which includes Market
Infrastructure Institutions like Stock
Exchanges, Depositories). This
would ensure an end to end secured
KYC process including Aadhaar
authentication, independent
verification of Officially Valid Document
(OVD) / Income Tax Permanent
Account Number (PAN), document
safekeeping, technological
innovations, standardization, cyber
security norms, etc. While KYC will be
responsibility of RIs and KRAs,
documentation for opening of account
for entering into transaction shall
continue to be the responsibility of
concerned RI.

6

Advice to the young and
first-time investors.

My simple advice to young investors is
that investment in market is essentially
a long term phenomena to reap
benefits. Don’t take it as a short cut or
quick way to make money. The best
advantage you have is the longer time
you can allow your investments to
grow. For first timers in the market, I
would like to emphasize that it’s better
to stick to time tested way of seeking
professional advice rather than going
by so called hot news or tips. Mutual
funds are a better way of entering in
the markets first time, compared to
investing in equity directly. Being
disciplined will always have advantage
for all retail investors.
Prashant Vagal is Senior Vice President
and Heads the Business Development
and Products department in NSDL. He
has completed Bachelor of Engineering
and MBA in finance and over 24 years of
experience in Capital Markets. He has
been associated with NSDL for 23 years
now and handled various activities viz.,
Business development, Participant
and CC Interface, New Product
developments, Settlements, Training,
Investor education etc. He has been a
speaker at various seminars held
internationally.
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MIIs

Various countries at various points in time of their
economical development have taken the initiative
to develop International Financial Services
Centres (IFSCs) to provide International Financial
Services (IFS). Over a period of time, some of the
important centres like New York, London,
Frankfurt, Tokyo, Hong Kong and Singapore have
become leading centres for IFS.

Head Development

DIPESH SHAH
International Financial Services Centres Authority (IFSCA)

T

he Indian economy is at an interesting
juncture. According to the latest World Bank
forecasts, India's economy is the bright spot
among all emerging and developing economies.
These are early positive signs that the economy is
picking up and in the coming years is likely to hold an
upward trajectory. Notwithstanding the probability of
setbacks, India's growth story presents a resilient
outlook. However, the pace needs to be sustained
and thus, more than ever, the time is right for India to
embark on a liberalization of its financial sector.
Various countries at various points in time of their
economical development have taken the initiative to
develop International Financial Services Centres
(IFSCs) to provide International Financial Services
(IFS). Over a period of time, some of the important
centres like New York, London, Frankfurt, Tokyo,
Hong Kong and Singapore have become leading
centres for IFS.
These centres have contributed to economic growth
and job creation. There are around 196 countries in
the world; out of which about 104 centres cater to
the demand of IFS. India is one of the largest
countries in the world and large user of the IFS,
however only in April 2015 - did India announce the
development of an IFSC. Despite an open economy
since 1991, India’s capital account convertibility is
still underdeveloped and thereby its contribution to
the global financial market is considered negligible.
With global markets being connected through
technology, it is inevitable that India steps into the
map of Global Financial Centre’s and mark its
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presence by fast tracking the development of
successful IFSC in India. In the absence of an IFSC in
India, it is estimated that India will be losing around
$120 billion by 2025. The development of an IFSC in
India therefore is a major game changer for the
country.

Various countries at various points
in time of their economical
development have taken the initiative
to develop International Financial
Services Centres (IFSCs) to provide
International Financial Services (IFS).
Establishment of IFSC Authority:
The International Financial Services Centres
Authority (IFSCA) has been established with effect
from April 27, 2020 by the Government of India
under the IFSCA Act, 2019 (Act). The Authority is the
unified regulator for development and regulation of
financial products, financial services and financial
institutions in the IFSCs in India. From October 1,
2020 Government of India granted powers of
sectoral regulators namely SEBI, RBI, IRDAI &
PFRDA with respect to Financial Products, Financial
Services and Financial Institutions in the International
Financial Services Centres (IFSCs) to IFSCA.
Between October 2020 to Feb 2021, IFSCA issued
around 30 circulars / notifications / regulations to
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enable International Financial Services from IFSC.
The important business highlights for IFSC are as
follows:
1. Business Highlights:

2. The graph given below highlights the growth
in average daily trading volumes on GIFT IFSC
Exchanges:
Debt Listing in GIFT IFSC
Listing

A. Banking activities in GIFT IFSC
Particulars Entities
Licensed

IFSC
Banking
units

• 15 Banks
Licensed, 14
Banks
Operational
• Foreign
Banks- 3
Banks
• Domestic
Banks- 12
Banks

Key Highlights
• Total Banking
Transaction touched
approx. USD 50 Bn
• Total Banking Asset
size: USD 14 bn+ (as
on Dec-2020)
• OTC Derivatives trade
by IBU’s: approx.
USD 85 Bn (May to
Dec 2020)

Programme Size

IFSC
Capital
Markets
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Key Highlights

• Index Derivative
Average daily trading
volume of IFSC
Exchanges touched
USD 15 Bn +
• On January 14, 2021,
IFSC Exchange (India
INX) derivatives
turnover touched a
new high of USD 24+
Bn executing more
than 1.5 Mn Contracts.
• Exchange traded
Currency Derivatives
• Two Stock
recorded trade of USD
Exchanges:
15 + Bn since inception
(May 2020 to
i. India INX &
December 2020)
ii.NSE IFSC
International • IFSC Exchange
Average daily trade of
• 45+ Brokers Currency Derivatives is
around USD 86 Mn
(May 2020 to
December 2020)
• Exchange traded
Commodity Derivatives
recorded trade of
approx. USD 40 Bn
since inception (May
2020 to December
2020)
• IFSC Exchange
Average daily trade of
Commodity Derivatives
is around USD 200 Mn
(between May-20 to
Dec-20)

68.87

-

10.00 20.00 30.00 40.00 50.00 60.00 70.00 80.00

Debt Listing

Programme Size
68.87

Listing
34.69
*till Jan 2021

3. The chart given below highlights the
aggregate Debt Program & Debt Listing in GIFT
IFSC Exchanges. Debt Program: USD 68+ Bn
and Debt Listing: USD 34+ Bn.

B. Capital Market activities in GIFT IFSC
Particulars Entities
Licensed

34.69

Average Daily Trading Volume (USD mn)
12000
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2019-20
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India’s comparative advantage
India is conveniently located to serve all time zones
and has long-standing trading and cultural ties with
markets around the world. To deliver benefits for the
country, an IFSC needs talent, capital, excellent
infrastructure and regulatory best practices.
India also enjoys lower real estate and wage costs as
compared to centers like Singapore, Dubai, London
and New York. It has a large pool of individuals with
professional and technical skills owing to its
demographic dividend. Moreover, it produces the
finest brains in finance. IFSCs at London, Dubai,
New York, and Singapore incidentally have a large
number of Indians managing complex transactions
and leading financial innovations.
India has a vast hinterland economy, which small
city-based financial centres like Singapore or Dubai
lack. In this respect, India is like New York (with the
US as its hinterland), London (with Europe) and
Hong Kong (with China).
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The national ambition of India as set out by the
Ministry of Finance is to make the Indian IFSC as
competitive as Dubai, Singapore and Hong Kong. It
is to provide benefits to both residents and nonresidents in a way that will allow businesses that are
currently carried outside of India to have an Indian
presence. Moreover, such an influx in financial
services related businesses will not only bring
qualified professionals working abroad to India, but
will also provide an opportunity to Indian
professionals to pursue global careers while still
residing and working in India.

For sustainable growth and development, India can
no longer afford to rely only on its manufacturing
sector. It has to strengthen its services sector as well,
particularly financial services and IT/ITeS. An IFSC
will be an important catalyst in this process.

The IFSC will allow businesses to
carry out transactions that are
currently not being done in India. In
addition, it will also result in the reimporting of the Indian securities
market and will create employment
for people residing in India.

Before joining IFSCA in Dec 2020, in his last 12 years, tenure at
GIFT City, City made substantial progress in getting recognition
as India’s model Smart City, starting India’s first Multi Services
SEZ and only approved International Financial Services Centre.
He brought in the regulatory and business changes in the GIFT
IFSC to bring in Banks (now transacting more than US$ 50
Billion), International Exchanges, inaugurated by Hon’ble Prime
Minister of India (now daily turnover > USD 15 bn) and Insurance
& re-insurance companies for undertaking offshore
transactions.
He now heads the Development and International Relations at
IFSCA.

The IFSC will allow businesses to carry out
transactions that are currently not being done in
India. In addition, it will also result in the re-importing
of the Indian securities market and will create
employment for people residing in India.

He is a Bachelor of Commerce and is Chartered Secretary from
Institute of Company Secretaries of India (ICSI) & Institute of
Chartered Secretaries & Administrators, UK and has Post
Graduate Diploma in Business Management (PGDM - MBA)
from Nirma University, India with specialization in International
Business & Finance. He is currently pursuing his Doctoral
Program (PHD) in International Financial Services Centre (IFSC).
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*Views are personal
Dipesh Shah has over 20 years of professional experience in
International Business, Project Development, Corporate Affairs,
Corporate Law & Policy matters.
His most prominent achievement includes setting up and
operationalizing India’s 1st Smart City and International
Financial Services Centre (IFSC).
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INTERNATIONAL COUNCIL OF
SECURITIES ASSOCIATIONS (ICSA)
Chairman
AUSTRALIAN FINANCIAL
MARKETS ASSOCIATION (AFMA)
Chief Executive

DAVID LYNCH
GLOBAL AND LOCAL SECURITIES INDUSTRY
CHALLENGES ENTWINED

T

he members of the
International Council of
Securities Associations
(ICSA) originate from Asia, the
Americas, and Europe. BBF is a
valued member of ICSA and is the
current chair of its Emerging
Markets Committee.

COVID-19 has been a challenge
for national industry associations
but, given the global nature of the
pandemic, it was a challenge that
was shared across all jurisdictions.

ICSA provides a forum to
foster development of common
positions on policy and regulation
that will promote safer and more
integrated capital markets. Its
role is especially important at a
time of rapid market change,
including the adoption of new
product and service technologies,
when information sharing and
thought leadership by member
associations across multiple
jurisdictions can benefit the
development of markets in
individual jurisdiction and the
global industry.

Securities companies,
market infrastructure
providers and financial
institutions more
generally faced
increased operational
risks, as their staff were
dispersed, working from
the office, home and
business continuity plan
(BCP) sites. There was a
particular focus on the
heightened chance of
technology failures and
cyber-attacks.

The Impact of COVID-19
Looking back over the past year,
the outbreak of the COVID-19
pandemic was the dominant
feature of the global economic,
financial, and social landscape.
Managing the implications of
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The first priority was to ensure that
the financial markets remained

open and capable of operating
effectively. In many jurisdictions,
this required the designation of
financial markets as essential
services. ICSA was a valuable
focal point for the sharing of
experiences across the global
markets and it issued a wellre c e i v e d p u b l i c s t a t e m e n t
highlighting the role of financial
markets as critical infrastructure
for the global economy by
enabling financing by
governments and companies and
serving the investment risk
management needs of both retail
and institutional investors.
ICSA welcomed the International
Organisation of Securities
Commission (IOSCO) actions to
ensure that capital markets
continued to function throughout
this difficult period in an open and
orderly manner. ICSA also
commended the work by the
Financial Stability Board (FSB), in
conjunction with international
standard setting bodies, to
coordinate action to maintain
global financial stability, to keep
markets open and functioning,
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and preserve the financial
system’s capacity to finance
growth. For instance, the FSB’s
public statement on 2 April 2020
was widely appreciated because it
specifically drew attention to the
vital role of third-party providers
who deliver core services to
financial entities. The FSB followed
this up by engaging with national
and local authorities to ensure this
important feature was widely
understood.
Securities companies, market
infrastructure providers and
f i n a n c i a l i n s t i t u t i o n s m o re
g e n e r a l l y f a c e d i n c re a s e d
operational risks, as their staff
were dispersed, working from the
office, home and business
continuity plan (BCP) sites. There
was a particular focus on the
heightened chance of technology
failures and cyber-attacks.
Financial market systems typically
met the test and worked well in a
challenging situation.
The considered response by many
regulators to practical issues
across a range of areas, including
tax and anti-money laundering law
as well as securities regulation,
was a significant contribution. This
pragmatism did not compromise
the achievement of core regulatory
objectives. The adjustment of
timeframes by authorities and
regulators for policy consultations
and implementation of agreed
reforms was helpful in freeing up
the operational capacity of
securities firms to respond to
COVID-19.
Financial markets remained open
and operated effectively, if
sometimes under stress in difficult
conditions as the impact from
COVID-19 was felt. There was
initially much uncertainty about the
scale and duration of the
economic impact, about the
virus itself and the effectiveness
of measures to contain it.
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Nonetheless, investors were able
to trade and manage risk,
governments were able to borrow
at record levels, and companies
were able to raise equity to
support their business.
In summary, the COVID-19
situation has been one where
effective engagement, dialogue
and cooperation between industry
participants and government
authorities have been vital.
Effective communication and
cooperation were a feature of this
relationship across a range of
jurisdictions and complemented
ICSA’s established relationship
with the global standard setters;
most notably IOSCO.
Global Industry Development
Priorities
Looking to the future, COVID-19
recovery will require well-targeted
and proportionate regulation to
support economic growth and
development. In this context,
ICSA surveyed its member
associations to obtain insights into
their main priorities as they
entered 2021. It is evident that all
member associations are dealing
with a large agenda of policy and
regulatory matters.
The most common priorities
identified by member associations
were sustainable finance and
transition of benchmark interest
rates to more robust arrangements, with interest evenly spread
across ICSA regional groupings.
While the specific nature of the
issues that present in each
jurisdiction vary, it is clear (and not
surprising) that these are global
issues with many common
features across jurisdictions.
Regulatory fragmentation was
another item that received
significant mention, though the
origin of the concern varied and
reflected specific jurisdiction
issues (like Brexit).

Securities market development,
both equities and corporate
bonds, is an area of activity for
many members associations, with
the specific focus of this work
reflecting jurisdictional needs.
Some members also cited specific
matters, like financial research and
pension systems, that relate to the
performance and development of
securities markets.
An example of an issue that is of
collective concern to ICSA
members is the increasing cost of
market data, which will indirectly
affect market development. In
February 2021, ICSA and the
Global Financial Markets
Association joined to make a
submission responding to an
IOSCO consultation on the
equities market data, which
highlighted the need for action to
address the harmful impact of
rapidly accelerating cost of market
data in many jurisdictions.
While most priority issues for
industry associations are not a
direct consequence of COVID-19,
many are complicated by the
impact of the pandemic. The two
most prominent COVID-19
specific items were work-fromhome, which is operational, and a
more general class of issues
concerning market functionality
and the effects of exceptional
monetary policy measures.
IOSCO’s New Work Program
The principal priorities for ICSA
member associations are all
reflected in IOSCO’s new work
program for 2021-22, which it
released on 26 February 2021.
This situation provides the basis
for a solid and productive
engagement by ICSA with IOSCO
over the next year.
In relation to sustainability, IOSCO
plans to re-double its effort to
contribute to the urgent goal of
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improving the completeness,
consistency, and comparability of
sustainability reporting under the
stewardship of its Sustainable
Finance Task Force. The Task
Force will continue to progress on
other important areas covering
asset managers and
greenwashing, environmental,
social and governance (ESG)
ratings, and ESG data providers.
IOSCO will also continue its
efforts on the six priorities it
identified for 2020, all of which
will continue to be priorities in
2021 and 2022 including:
• Corporate debt and leveraged
finance,
• Crypto assets
• Market fragmentation in
securities and derivatives
markets,
• Artificial intelligence and
machine learning,
• Passive investing and index
providers, and
• Retail distribution and
digitalisation.
IOSCO’s work program includes a
new priority concerning the risks
exacerbated by the pandemic,
including misconduct risks, fraud,
and operational resilience. These
risks prevail in some form in all
jurisdictions and so are obvious
points of interest to ICSA and its
members associations.
IOSCO’s Retail Market Conduct
Taskforce published a report in
December 2020 on initial findings
and observations about the
impact of COVID-19 on retail
conduct issues and will focus on
the misconduct and fraud items.
The challenge of ensuring
operational resilience has been the
subject of considerable thought
and work by the industry,
especially in risks from remote
working relationships and cybersecurity. ICSA’s Emerging Markets
Committee produced a Report on
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Financial Market Responses to
COVID-19 that considered some
of these issues.
Meanwhile, regulators have been
active, undertaking work to review
the impacts of COVID-19 on
securities markets. For example,
the Australian Securities and
Investments Commission (ASIC)
reported on operational
approaches by financial market
participants that it observed
during the pandemic and
concluded that the Australian
financial markets remained
resilient during the pandemic, with
market intermediaries generally
adapting well to the changed work
environment. Nonetheless, there
is work to do to ensure the system
continues to perform well,
including back-testing tactical
solutions and changes made
under pressure to ensure they are
robust going forward.

Securities market
development, both
equities and corporate
bonds, is an area of
activity for many
members associations,
with the specific focus
of this work reflecting
jurisdictional needs.
Some members also
cited specific matters,
like financial research
and pension systems,
that relate to the
performance and
development of
securities markets.
IOSCO has observed that while
financial markets - supported by

exceptional measures taken by
authorities - generally proved
resilient, the COVID-19 induced
market stresses in March and April
2020 underscored the
interconnectedness of capital
markets with the wider financial
system and brought into focus
potential vulnerabilities in nonbank financial intermediation
(NBFI) activities. Therefore,
financial stability and systemic
risks of NBFI activities are another
new priority focus for IOSCO.
Concluding Comments
The global securities markets
industry passed a significant
resilience test over the last year.
However, the world has been
changed by the COVID-19
pandemic and new and evolving
policy and operational risks must
be managed and success in this
venture is important to support
economic recovery. This adds to
an already busy reform program in
areas like sustainability finance
and benchmark reform.
These challenges are recognised
in the work plans of national
securities industry associations,
like BBF in India, and in the
priorities IOSCO has adopted in its
work program for 2021-22. ICSA’s
role in facilitating member
collaboration on issues of
common concern, together with
its related engagement with the
global standard setters, will be
constructive in helping to shape
the pathway forward for the
securities markets to best support
economic recovery.
David Lynch is Chairman of ICSA. He is
also Chief Executive of the Australian
Financial Markets Association (AFMA),
which is the industry body for participants
in Australia’s financial markets. AFMA’s
principal activities are policy advocacy
and promotion of professional and
efficient markets including through the
provision of market standards and
accreditation of individuals employed in
the industry.
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NICHOLAS PFAFF
Managing Director,
Head of Sustainable
Finance

VALÉRIE GUILLAUMIN
Director,
Sustainable Finance

MUSHTAQ KAPASI
Managing Director,
Chief Representative,
Asia Pacific

INTERNATIONAL CAPITAL MARKET ASSOCIATION (ICMA)

RELEASE OF THE CLIMATE
TRANSITION FINANCE HANDBOOK

M

ajor economies are now
striving to meet the
objectives enshrined in
the Paris Agreement, limiting the
global temperature increase this
century to lower than 2°C above
pre-industrial levels by cutting
greenhouse gas emissions.
Capital markets play a critical role
in this climate transition process
by ensuring the efficient flow of
financing from investors to issuers
who want to change their
businesses to address climate
change risks.
To support the growth of climate
transition finance, ICMA and the
market community behind the
Green Bond Principles have
launched clear guidelines on the
disclosures that should be made
by issuers on their climate change
strategy when raising funds in
debt capital markets.
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The new Climate
Transition Finance
Handbook clarifies the
information that should
be made publicly
available to investors in
connection with the
issuance of ‘use of
proceeds’ bonds aligned
with the Green and Social
Bond Principles or
Sustainability Bond
Guidelines, or general
corporate purpose bonds
issued in line with the
Sustainability-Linked
Bond Principles.

The new Climate Transition
Finance Handbook clarifies the
information that should be made
publicly available to investors in
connection with the issuance of
‘use of proceeds’ bonds aligned
with the Green and Social Bond
Principles or Sustainability Bond
Guidelines, or general corporate
purpose bonds issued in line with
the Sustainability-Linked Bond
Principles.
The recommendations have
four key elements:
• Issuer’s climate transition
strategy and governance;
• Business model environmental
materiality;
• Climate transition strategy to
be ‘science-based’ including
targets and pathways; and,
• Implementation transparency.
The Handbook specifies that
relevant disclosures can be
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included in the issuer’s annual
report, framework document, or
investor presentation, as long as
they are publicly accessible to
investors. Concurrently, the
recommended independent
re v i e w, a s s u r a n c e a n d
verifications can be included as
either a Second Party Opinion or
provided in the context of an
issuer’s ESG reporting.
At a high level, the Handbook aims
to underpin the credibility of an
issuer’s strategy to address
climate change and to meet the
global objectives enshrined within
the Paris Agreement on Climate
C h a n g e . T h e H a n d b o o k ’s
objective is to clarify the issuerlevel disclosures which are
recommended to credibly position
the issuance of Use of Proceeds or
Sustainability-Linked debt
instruments to finance the
transition. Issuers should align
with the Handbook’s guidelines on
a best-efforts basis, disclosing
how they are progressing against
each of its four recommended
elements illustrated and detailed
below.

transform the business model
in a way which effectively
addresses climate-related
risks and contributes to
alignment with the goals of the
Paris Agreement.
(2) B u s i n e s s m o d e l
environmental materiality:
the planned climate transition
trajectory should be relevant
to the environmentallymaterial parts of the issuer’s
business model, taking into
account potential future
scenarios which may impact
on current determinations
concerning materiality.
(3) Climate transition strategy
to be “science-based”
including targets and
p a t h w ay s : a n i s s u e r ’s
climate strategy should
reference science-based
targets and transition
pathways. The planned
transition trajectory should be
quantitatively measurable; be
aligned with, benchmarked or
otherwise referenced to

with the offer of a financing
instrument which has the aim
of funding the issuer’s climate
transition strategy should also
provide transparency to the
extent practicable, of the
underlying investment
programme including capital
and operational expenditure.
The recommendations in the
Handbook are based on existing
climate change disclosure
frameworks developed by relevant
industry groups, regulatory bodies
and the scientific community
regarding climate change
mitigation and adaptation. They
emphasise that issuers should
demonstrate that their transitions
are science-based and will lead to
fulfilling the Paris Agreement goal
of limiting global warming.
Science-based targets are critical
milestones for organisations in
their transition pathway and their
objective to significantly contribute
to reduce emissions, not just by
arbitrary percentages, but
consistent with a world in which
1.5C is achieved.
This Handbook highlights the
importance of an issuer’s overall
climate transition strategy, which
will contain multiple levers, to
achieve an issuer’s overall
d e c a r b o n i s a t i o n t r a j e c t o r y.
These levers can include capex,
opex (including R&D),
M&A, decommissioning and
governance. It is the net result
from the sum of each of these
levers that will drive an issuer’s
overall outcome.

(1) Issuer’s climate transition
strategy and governance:
the financing purpose should
be for enabling an issuer’s
climate change strategy. A
“transition” label applied to a
debt financing instrument
should serve to communicate
the implementation of an
issuer’s corporate strategy to
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recognized, science-based
trajectories where such
trajectories exist; be publicly
disclosed; or be supported by
independent assurance or
verification.
(4) I m p l e m e n t a t i o n
transparency: market
communication in connection

The Handbook is also sector
agnostic. Any issuer, including
those in greenhouse gas intensive
sectors, seeking to come to
market with a transitionthemed instrument is encouraged
to reference a strategy
integrating the Handbook’s
recommendations. The
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Handbook specifies that relevant
disclosures can be included in the
issuer’s annual report, framework
document, or investor
presentation, as long as they are
publicly accessible to investors.
Concurrently, the recommended
independent review, assurance
and verifications can be included
as either a Second Party Opinion
or provided in the context of an
issuer’s ESG reporting.

Especially in Asia and
India, it will be crucial for
carbon-intensive
companies and economies
to move quickly to limit
global warming and
environmental damage. It
is hoped that the new
guidance on climate
transition will allow a
wider range of issuers to
participate, with
credibility and
transparency, in the
sustainable finance
markets, and that this will
in turn contribute to a
faster transformation to a
more climate-friendly
global economy.
Handbook specifies that relevant
disclosures can be included in the
issuer’s annual report, framework
document, or investor
presentation, as long as they are
publicly accessible to investors.
Concurrently, the recommended
independent review, assurance
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and verifications can be included
as either a Second Party Opinion
or provided in the context of an
issuer’s ESG reporting.
The Handbook is not a new set of
product principles for “transition
bonds”. It provides
complementary guidance for
issuers seeking to utilise either Use
of Proceeds Bonds or
Sustainability-Linked Bonds for
transition-themed transactions
based on a clear and robust
climate transition strategy. Issuers
wishing to label financing
instruments with a climate
“transition label”, may consider
referencing this guidance in
connection with the issuance as
the Climate Transition Finance
Handbook 2020 and using the
CTF logo. The Handbook’s
recommendations are not product
specific and can apply more
widely than to the sustainable
bond markets. A borrower could
for example refer to them to also
frame transition-themed loans,
and issuers could also arguably
refer to the Handbook for all types
of securities when communicating
a transition strategy.
Especially in Asia and India, it will
be crucial for carbon-intensive
companies and economies to
move quickly to limit global
warming and environmental
damage. It is hoped that the new
guidance on climate transition will
allow a wider range of issuers to
participate, with credibility and
transparency, in the sustainable
finance markets, and that this will
in turn contribute to a faster
transformation to a more climatefriendly global economy.

Nicholas Pfaff is a Managing Director,
Head of Sustainable Finance, at the
International Capital Market Association
(ICMA). He is the Secretary of the Green,
Social and Sustainability-Linked Bond
Principles and generally coordinates
ICMA’s sustainable finance activities. He
was appointed to the EU Platform on
Sustainable Finance in 2020. He also
oversees the Public Sector Issuer Forum
(PSIF) and heads ICMA’s Paris office.
Nicholas is a senior banker with extensive
international experience in investment
banking and capital markets, as well as in
development banking. He has worked
previously at Goldman Sachs, BNP
Paribas and the European Bank for
Reconstruction and Development
(EBRD).
Valérie Guillaumin joined ICMA’s Paris
office in 2014. Her role as Director
includes the secretariat of the Green,
Social and Sustainability-Linked Bond
Principles as well as the secretariat of the
Public Sector Issuer Forum and of the
SVT Market Committee (primary dealers
in French government debt).
Previously her career was dedicated to
market infrastructure activities as Head of
Rules & Regulations at Euronext Paris
and General Counsel and Head of
Membership at LCH SA.
Valérie has a Master’s degree in French
business law.
Mushtaq Kapasi is a Managing Director
and ICMA’s Chief Representative for the
Asia-Pacific region. He has been based in
Hong Kong since 2002, engaged in
senior strategy, capital market and legal
roles covering the region at international
banks active in Asia. He has worked as a
lawyer in debt capital markets and
derivatives, a structurer in equities and
fixed income, a manager of complex
trades with regulatory and accounting
considerations, and an adviser to top
executives on emerging market strategy.
He has also served as a consultant on
financial structures of renewable energy
projects in frontier markets. He is a
member of the New York State Bar and
studied mathematics at the University of
Texas and law at Yale University.
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MATTHEW CHAN
STATE OF FLUX: DATA AND
THE MODERN FINANCIAL SYSTEM

D

ata flows are a
fundamental building
block for today’s capital
markets, important for the
development of world-class
financial institutions and
enablement of connectivity with
clients, efficiency and security in
operations and integration with
global norms and requirements
for fraud detection, transaction
monitoring, and KYC compliance.
Modern financial institutions are
accustomed to managing these
critical uses of data sensitively
and securely, in line with tightly
defined financial regulation and
international requirements aimed
at the protection of clients, and
the integrity and stability of the
financial system. This applies to
both Indian institutions, focused
on the domestic market as well as
international firms servicing the
Indian market and, indeed, those
that have specifically located
parts of their global operations in
India as part of an overall
international business model.
Both the Securities and Exchange
Board of India (SEBI) and the
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Reserve Bank of India (RBI)
ensure that financial services
institutions and markets are
efficient, stable, secure and serve
the best interests of both users of
the financial system and the
broader Indian community.

Globally, different
approaches to managing
data collection,
processing and flows is
leading towards
industrial decoupling
and, in the longer term,
will impede the type of
innovation needed
ultimately to drive the
global competitiveness
of markets whose
regulatory approaches
diverge unnecessarily
from global norms.

Yet, we see some policymaking
working in the opposite direction,
restricting data flows, decoupling
requirements from international
norms and introducing regulatory
fragmentation that significantly
hinders investment flows,
operational efficiency and
financial system integrity. This has
been a growing concern of the
financial industry for a number of
years, and it continues to be a
priority issue for the Asia
Securities Industry and Financial
Markets Association (ASIFMA).
Last year, we launched a
Jurisdictional Comparison of key
data-protection regulation across
Asia’s markets, including India.
Working with leading consultants
and law firms in this complex area,
our intent was to compare the
variety of approaches taken by
thirteen Asia Pacific jurisdictions,
mapping them against each other
as well as against the EU’s
General Data Protection
Regulation (EU GDPR), which is
often used as a frame of reference
for policymaking in this area. In
comparison to other jurisdictions,
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India is perceived as quite an
outlier in terms of its heavier
restrictions on the data flows
needed to support finance.
The Modi Government’s Union
Budget for 2021-22 has been
rightly praised for its historic, progrowth ambition for innovation
and Research & Development
(R&D). The focus on innovation
and R&D promises to provide
economic vitality to India’s
ongoing growth. Business no
doubt welcomes announcements
on taxes, technology innovation
and setting up Fintech Hub at Gift
City. A tax holiday extension
proposed for start-ups will also
likely be welcomed at a time when
the Indian IT industry seeks to
step up its competitiveness with
international technology players.
To an outside observer, these are
laudable policy objectives at a
time when so many national
economies are left counting the
cost of the COVID-19 pandemic,
industries have had to shift to new
ways of working and organizing
themselves and - of strategic
significance - as companies been
f o rc e d t o a c c e l e r a t e t h e
digitisation of their customer and
supply-chain interactions and of
their internal operations by three
to four years while the share of
digital or digitally enabled
products has accelerated by
seven years.
Hand-in-hand with this important
goal to bolster and accelerate the
Indian economy off at least in part
an innovation and technology
footing, there will no doubt be
renewed calls to ringfence data
flowing within and across India’s
national borders. ‘Data is the
new oil!’ we have all heard many
times at international conferences
on economic development,
conjuring parallels between the
way information can be used
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today to power transformative
technologies such as artificial
intelligence, automation and
advanced, predictive analytics
vis-à-vis how oil products fuelled
the industrialisation of economies
like the US through the twentieth
century. Now, as the Fourth
Industrial Revolution takes shape,
characterized by a fusion of
technologies blurring the lines
between the physical, digital, and
biological spheres, we all look to
make sense of it - grasping at the
nearest available metaphor to
understand its essence in familiar
terms. While it is useful marketing
shorthand, the data-as-oil
analogy is inaccurate and very
problematic as guide for policy.
For a start, oil is a finite resource.
As a fuel, it runs out and can only
be used once within a single
process. Data on the other hand
can be replicated to serve
multiple purposes in parallel,
and its economic value is in how
it us used, moved around,
reconfigured and combined to
create new uses - its flow or, in
engineering and mathematical
terms, its flux. Treating data like a
one-off consumable - stockpiled
behind national borders - reduces
its usefulness and value in an
increasingly interconnected world
that runs on data flux.
Standardisation, on the other
hand, is a key driver of innovation,
and an essential tool to facilitate
trade, interoperability and
international competitiveness.
Globally, different approaches to
managing data collection,
processing and flows is leading
towards industrial decoupling
and, in the longer term, will
impede the type of innovation
needed ultimately to drive the
global competitiveness of
markets whose regulatory
approaches diverge unnecessarily from global norms.

The financial services industry is
perhaps the most globally
integrated of all service industries
and, rightly, still subject to
regulation at the national level.
This has been built on standards;
however, particularly in relation to
data, cross-border investment
and activities are becoming
fragmented and dislocated as a
result of some in-coming
regulation that is inconsistent
with international approaches.
Often the financial sector, already
highly regulated, gets caught
in the cross-fire between policymakers and concerns with other
sectors which are not subject to
the high standards on client data
and privacy with which banks
must already comply.
Notably, at the 2009 Pittsburgh
Summit, G20 Leaders recognized
the importance of individual
authorities implementing ‘global
standards consistently in a way
that ensures a level playing
field and avoids fragmentation
of markets, protectionism,
and regulatory arbitrage.’ The
United States, Mexico, Canada
Agreement (USMCA) was one of
the first trade agreements that
included a prohibition on forced
data localization, conditional on
regulators retaining access to that
data wherever it be stored;
this landmark achievement built
on work begun during the
second Obama administration
and continued by the Trump
administration. The US Japan
Digital Trade Agreement of
October 2019 also ensured that
data can be transferred across
borders, by all suppliers, including
financial service suppliers while in this region - Singapore’s recent
joint statement with the US , and
agreements with the UK and
Australia on financial services
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data connectivity are also forward
thinking, allowing financial
services firms to transfer data
across borders, and opposing
data localisation requirements,
provided financial supervisors
can access required information
on request. This represents
thoughtful inter-governmental
collaboration geared to how
modern financial systems work.

The United States,
Mexico, Canada
Agreement (USMCA)
was one of the first
trade agreements
that included a
prohibition on forced
data localization,
conditional on
regulators retaining
access to that data
wherever it be
stored; this landmark
achievement built on
work begun during
the second Obama
administration and
continued by the
Trump
administration.
I advocate for strong coordination
on standards and approaches, in
line with international developments. The Osaka Declaration on
Digital Economy seeks to
standardise rules in global data
flows, with better protections for
personal information, intellectual
property and cybersecurity. At
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last count, it had 78 members of
the World Trade Organisation as
signatories. Further adoption and
alignment to international best
practices such as BCBS 239 and
ISO/IEC 27701 (2019) could also
pave the path forward to
harmonising and strengthening
data standards. On cybersecurity,
the Financial Services Sector
Coordinating Council has led
development of a standardised
Cybersecurity Profile, offering a
common approach to cybersecurity and assessment.
Meanwhile, APEC’s Privacy
Framework provides a set of
principles and implementation
guidelines to establish efficient
privacy protections that mitigate
barriers to information flows in
Asia Pacific under the CrossBorder Privacy Rules system
(CBPR). Most recently, ASEAN
released a set of Contractual
Clauses for Cross Border Data
Flows .
India is a key participant in the
international banking ecosystem
and an established and favoured
outsourcing location for global
banking (and non-banking)
services and activities. But,
compared to other jurisdictions’
approaches to allowing data
mobility whilst protecting data
privacy, its proposed Personal
Data Protection framework could
threaten its role as a competitive
outsourcing location and as a
place to do business, due to the
logistical and legal impediments
proposed in the currently drafted
PDPB . My concern here is the
focus on technology-prescriptive
means to address privacy and
security and data localisation
when alternative approaches
exist for achieving the same
objective, that the scope of the
draft law is so broad in terms of
the sectors covered (especially

when the financial industry is
already subject to tight financial
regulations to protect customer
privacy and data integrity), and
that the requirement to provide
notice and seek consent from
data principals is unworkable in a
modern financial context where
firms deal typically with multiple
entities including institutions,
corporations and trusts where
there is no direct relationship with
underlying representatives.
In relation to the 2021 revised
Non-Personal Data Governance
Framework, there is now greater
clarification of underlying
concepts in the latest drafting;
however, the Committee of
Experts on Non-Personal Data
Governance Framework itself
acknowledges PDP Bill overlap
leading to potential duplication.
Other elements require
clarification and specificity to
ensure continued ease of doing
business in India and support for
economic growth. On the whole,
there is a need for maximum
transparency and consultation to
help mitigate any uncertainty or
ambiguity in the framework, and
unforeseen impacts on the Indian
economy.
Today, to achieve the efficiencies
they do whilst catering to
the needs of the broad categories
of society and commerce
they serve, modern financial
institutions deploy state-of-theart processes to consolidate their
infrastructure globally in order to
achieve the operational scale and
flexibility, while remaining secure
and robust in order to meet the
stringent needs of financial
regulators. Rulemaking on a
cross-sectoral basis, however,
can undermine such arrangements. Often, they require
discrete technological builds in
specific jurisdictions, segregating
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local systems from global hubs,
which is a long-way from how
the modern global financial
system has evolved to date. This
creates significant, unnecessary
operational friction in financial
markets, and exposes market
participants and end users to
increased cybersecurity risk by
creating additional interfaces
and therefore vulnerabilities in
systems. At the same time,
regulators rightfully want financial
institutions to think more strategically and holistically about
operational resilience, particularly
in light of lessons from COVID-19;
yet, even here, within many
financial institutions, it was often
cross-border systems and data
connectivity that enabled key staff
to work from home, and abroad in
some cases, to keep markets
open and the financial system
operating.

In relation to the 2021
revised Non-Personal
Data Governance
Framework, there is
now greater
clarification of
underlying concepts
in the latest drafting;
however, the
Committee of Experts
on Non-Personal
Data Governance
Framework itself
acknowledges PDP
Bill overlap leading to
potential duplication.

1. https://www.asifma.org/wp-content/
uploads/2020/07/asifma-jurisdictionalcomparison-grid-of-data-protection-rulesv20200721-final.pdf
2. https://www.mckinsey.com/businessfunctions/strategy-and-corporate-finance/
our-insights/how-covid-19-has-pushedcompanies-over-the-technology-tippingpoint-and-transformed-business-forever#
3. https://www.treasury.gov/resourcecenter/international/g7-g20/Documents/
pittsburgh_summit_leaders_statement_25
0909.pdf
4. https://www.regulationasia.com/ussingapore-jointly-declare-opposition-todata-localisation/
5. https://www.regulationasia.com/singapore
-uk-to-enhance-cooperation-on-cybersecurity/
6. https://www.regulationasia.com/singapore
-australia-agree-to-promote-dataconnectivity-digital-economy/
7. https://www.wto.org/english/news_e/news
19_e/osaka_declration_on_digital_econom
y_e.pdf
8. https://asean.org/storage/3-ASEAN-Model
-Contractual-Clauses-for-Cross-BorderData-Flows_Final.pdf
9. https://www.asifma.org/wp-content/
uploads/2020/09/gfma-response-tomeity-npd-consultation-final-v20200911clean.pdf

Matthew is based in Hong Kong and leads ASIFMA’s strategic and international policy advocacy on behalf of 140+ member firms
comprising international investment banks, asset managers, professional services firms and market infrastructure providers operating
across Asia Pacific’s capital markets. He also leads ASIFMA’s thinking and policy advocacy on Sustainable Finance.
His experience spans international commerce, financial services, technology, strategy, corporate governance, sustainability and
engineering. Previously, he was Head of Institutional Trade Processing (APAC) at the Depository Trust & Clearing Corporation (DTCC)
and prior to that was Director, Corporate Strategy (Global) & Head of Strategy, Industry Relations and Marketing (APAC) for Omgeo, a
joint venture between DTCC and Thomson Reuters. He has also held corporate planning and strategy roles at PepsiCo International
and Cadbury Schweppes, and business and policy advisor roles within the Australian Commonwealth Government.
He has Master of Commerce (Strategic Value Management), Bachelor of Arts (Political Science) and Bachelor of Engineering
(Environmental - Hons) degrees. He completed the Asialink Leaders Program in 2016, and became a Graduate member of the
Australian Institute of Company Directors (GAICD) in 2018.
He holds British and Australian citizenship.
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RICK WATSON
CMU AND ITS ROLE IN EUROPE’S COVID-19
ECONOMIC RECOVERY

A

s we reach nearly a year of
operating under the
pandemic, it is important to
reflect not only on how Europe’s
economy has coped during an
unprecedented period but also how
financial markets have evolved. At
the beginning of 2020, the
European Commission’s (EC’s)
overarching goal was to produce
policies that supported growth,
competitiveness, and transition to a
low-carbon economy, with a
particular focus on helping small
businesses. During the COVID-19
crisis, these social priorities have
become only more pronounced and
so, too, has the role of Europe’s
capital markets.
Since its inception, the European
Union (EU) has aspired to create a
single market for capital, but the
road to achieving this goal is still a
long one. Progress has been slow in
achieving one of the core objectives
of Europe’s Capital Markets Union
(CMU) project to build deeper and
more integrated capital markets. In
fact, last year, the Commission
released its new CMU Action Plan in
a bid to accelerate this process. The
health of Europe’s markets is pivotal
as they must play a central role in
funding Europe’s sustainable
116

transition and supporting new
innovative businesses.

A positive development
for European capital
markets has been that the
COVID-19 crisis has not
significantly disrupted
European cross-border
funding. Indicators show
an increase in intraEuropean integration over
the last five years, which
has not been reversed by
the pandemic.
Equity markets prove resilience
Europe’s equities markets are an
important source of funding for
businesses. Corporates and SMEs
(small and medium-sized
enterprises) especially require
affordable funding to facilitate their
future growth, and the diversity of
equity-finance options makes them
well suited to fulfilling this role.
Fortunately, in 2020, EU27

corporates benefited from an
unprecedented amount of funding
from capital markets. Large levels of
funding were seen from equity
markets, reaching €77 billion in
equity-issuance volumes, plus €57
bn of equity and debt hybrids, and
€16bn of private equity and venture
capital.
However, despite an increase in
funding for corporates, there is still a
need for growth in providing equity
to SMEs. The proportion of new
equity risk capital for SMEs declined
from 2.5 percent in 2019 to 1.8
percent in the first half of 2020. This
was driven by a large increase in
bank lending, while levels of risk
capital remained relatively
unchanged from prior years.
Crucially, to boost funding levels,
securities markets require a more
integrated and competitive
ecosystem. The Commission has
already outlined its intention to
review in 2021 the MiFID 2/R
(Markets in Financial Instruments
Directive 2) framework as well as to
explore simplifying IPO (initial public
offering) listing rules. However,
further work is required to ensure
that the securities market structure
is fit for purpose in the post-Brexit
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environment. A diverse and wellregulated capital market better
supports the needs of investors and
consumers’ pensions and savings.
A positive development for
European capital markets has been
that the COVID-19 crisis has not
significantly disrupted European
cross-border funding. Indicators
show an increase in intra-European
integration over the last five years,
which has not been reversed by the
pandemic. Corporates increased
the proportion of debt marketed
within Europe (as opposed to being
marketed only domestically within
the jurisdiction), which shows that
the degree of integration within the
EU has remained resilient.
Innovation: the key to future
growth
As Europe looks to recover from the
pandemic, investing in innovation
will be important. To remain globally
competitive, Europe not only needs
to boost investment in research and
development (R&D) but also foster
the emergence of fintech (financial
technology) unicorns that could be
significant resources of job creation
and growth. On this front, in the first
half of 2020, Europe performed
resiliently. A total of €3.6 billion was
invested into European fintech
companies over the period.
However, more should be done to
strengthen Europe’s innovation
landscape. For instance, while
valuations of fintech unicorns in
Europe have continued to grow,
more could be done to support the
emergence of new unicorns.
To help reduce barriers to further
R&D investment, positive progress
has already been made to
harmonise national authorities’
approaches to regulating new
technologies across Europe. Over
the past year, European supervisory
authorities (ESAs) launched the
European Forum for Innovation
Facilitators to help them share views
and experiences and to develop a
common approach to fintech
re g u l a t i o n . I m p o r t a n t l y, t h e
Commission has also recently
published its Digital Finance
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Package, which seeks to harmonise
rules on operational resilience and
bring forward an EU-wide
framework for crypto-assets. This is
an important step forward in
creating a regulatory environment
that is fit for purpose, creates legal
certainty and ensures Europe is in a
position where it can attract further
investment and lead in the digital
age. Going forward, the task of
policymakers will be to ensure that
its policy of harmonisation is widely
adopted across the EU27.
Maintaining the lead in
sustainability
Europe, for a number of years, has
been considered the global leader in
sustainable finance. In 2020,
Europe consolidated this position
by reaching €305.6 billion in
sustainable bond issuance,
including €126.4 bn of social bonds.
This growth has seen the emerging
popularity of social bonds-bonds
that raise funds for projects with
positive social outcomes. Nearly
half (41 percent) of sustainable bond
issuance in Europe in 2020 was
categorised as social, the largest
proportion of the sustainable market
in any year. Crucially, the dominance
of Europe in global environmental,
social and governance (ESG)
markets in 2020 is also reflected by
the fact that more than half of all
global sustainable-bond issuances
are taking place in the EU.
However, despite its high issuance
levels, Europe needs to be wary of
complacency. While Europe’s
sustainable-finance activity is on the
rise, levels of activity vary
significantly across the EU.
Nineteen European countries have
been active in the sustainablefinance market, but new entrants
are becoming increasingly rare.
Moreover, some countries have not
yet tapped the market for
sustainable finance. While Europe,
as a whole, is pushing forward in
utilising sustainable finance, it needs
to be a priority to ensure that it isn’t
pushed by just a few active
countries but is instead embraced
by the entirety of the EU27.

Establishing a harmonised
regulatory approach to defining
sustainable activities would help
reduce barriers to the adoption of
sustainable finance across Europe.
As Europe absorbs the economic
and social hardships during the
latest wave of the COVID-19
pandemic, European capital
markets will again be called upon to
support EU businesses. Looking at
the performance of European
capital markets, there has been
progress in areas such as
sustainable finance, but there is
room for development in raising
capital for SMEs. Europe’s capital
markets are still being held back by
re g i o n a l f r a g m e n t a t i o n a n d
inconsistent legal frameworks. To
overcome these challenges, the
CMU project requires ambition and
industry collaboration to achieve the
next level of integration. As Europe’s
capital markets continue to evolve in
the wake of COVID-19, now is the
time for the CMU to deliver on its
potential.

Rick Watson is Managing Director and
Head of Capital Markets, Events and
Membership at AFME, the Association for
Financial Markets in Europe. In his Capital
Markets role, he leads staff whose member
committees include all the main fixed
income and equities-related cash products
across Europe, AFME’s growth-related
initiatives, as well as co-leads AFME’s
investor and corporate relationships. In
Events and Membership, he focuses on
member outreach including AFME’s broad
range of over 35 events which assists
members and others with capital markets
education, networking and support for
advocacy. He is on AFME’s Senior
Management Team.
Previously, he was Managing Director,
Structured Finance, for FGIC UK Limited.
Prior to joining FGIC, Rick held positions as
head of securitization origination at HSBC
Bank plc and Bear Stearns in London, and
before then worked at UBS Limited,
Morgan Stanley and Freddie Mac. Mr
Watson received an MBA from the Fuqua
School of Business at Duke University. In
September 2013 he was appointed to the
EIOPA Insurance and Reinsurance
Stakeholder Group and reappointed in
2016. In January 2006, he co-edited the
Euromoney Books’ publication "Asset
Securitization and Synthetic Structures:
Innovation in the European Credit Markets”.
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ISAO HISHIKAWA
STABLE TRANSFORMATION: (DIGITALLY) SEALING
JAPAN’S FATE AS AN INTERNATIONAL FINANCIAL HUB

I

t is perhaps a puzzling mystery that Japan, for a
country that ranks consistently well in categories
related to modernization and innovation, has also
historically been infamous for being resistant to
change.
For instance, according to the World Economic
Forum’s 2020 Global Competitiveness Report
(hereinafter, “WEF GCR 2020”), Japan ranks
second in the world in expanding patient
investments in research, innovation, and invention
for ‘markets of tomorrow’”. Despite this, Japan is
simultaneously known for being somewhat slow to
adapt to the digital age, characterized by an
unyielding desire to meet face-to-face; the
convention of cash payments being the status quo;
the necessity to physically exchange business
cards to indicate a professional encounter; and the
practice of certifying documents physically with a
hanko, a Japanese seal of identification, in lieu of a
signature.
In addition, for a country with the third largest
economy and a market so mature and so globally
connected, Japan is still held back by a number of
crucial obstacles that tilt its inclinations inward, not
least of which are the bureaucratic and language
barriers that impede the country’s ability to host
foreign businesses.
The global, innovative story of Japan, therefore, is
somewhat betrayed by the narrative of its other,
more antiquated, domestically oriented cousin.
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Yet this puzzle, the origins of which were once
imbedded deep within Japan’s social history, has
slowly begun to unravel, and COVID-19 has
provided that extra push to drive this wave of
change full-speed on a path of no return, and turn
this puzzle on its metaphorical head.

This puzzle...[of Japan] has
slowly begun to unravel, and
COVID-19 has provided that
extra push.
Indeed, perhaps today, the more puzzling mystery
is that this dynamic, modern, and global Japan was
ever considered “resistant to change” in the first
place.

This transformation, as with all transformations,
came not unfounded.
To begin with, Japan already boasts a great deal of
potential. This includes the wealth of financial
assets held by Japanese individuals-a tremendous
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sum of more than 18 trillion dollars (as of end
September 2020)--in addition to the fact that
Japan is home to a favorable public security and
living environment as well as the largest group of
companies in Asia. Japan, too, boasts a highly
qualified pool of human capital, rich with
technological and innovative capacity, owing in
part to the well-established corporate training
regimes. However, despite this potential, over
recent years it has become clear that there is more
that can be done to further activate the Japanese
market.
Take, for instance, the sluggish progress on the
state of digitalization.
While some strides had been made (epitomized by,
for instance, the increased use of e-money cards
for traveling and shopping), some sectors of Japan
have been slow to reform in time to meet the
demands of a digital society. The banking sector’s
digitalization for example was up until recently
relatively lagging, with administrative procedures
primarily conducted on paper and with hanko seals
being the dominant form of authorizing
documents.

its operations that are document-based, involve
hanko, or are conducted face-to-face, with a view
to facilitating the transition to paperless and the
digitalization of procedures.
Yet what is important to note here is that all of these
efforts are not simply about the act of going digital
or paperless. Rather, in a rather revolutionary move,
these discussions often came with them a mandate
for a comprehensive reevaluation of procedures in
general, reviewing the way things are done and
reforming them to make them more efficientthrough the accumulation, sharing, analysis, and
efficient utilization of data. The digitalization
therefore gave Japan an impetus for a holistic
reform of the bureaucratic system. To this end, the
digital transformation is indeed that--a
transformation, slowly but surely converting the
image of an intransigent Japan into a long-lost
memory.
Figure 1. Japan’s Performance in Doing
Business 2020 Rankings
Overall
Resolving
Insolvency

Starting a Business

Construction
Permits

Enforcing
Contracts

The COVID-19 pandemic exposed these gaps in a
very material way. When the wave of the pandemic
hit Japan, while the country tried its best to adopt
online tools to combat the spread of the virus, the
delays in fully going paperless at a time when
reducing social contact was pertinent,
inefficiencies in government caused by insufficient
cross-system links, and deteriorated services for
the public due to complicated procedures and
delays in disbursements revealed a dire need for
change--and quickly.
Responding to this, the Prime Minister Yoshihide
Suga announced in September 23, 2020, within 24
hours of stepping into his role, the establishment of
Japan’s minister for digital transformation with a
mandate to lead a dedicated agency for the task.
The government has since been accelerating its
efforts in this arena, and one result of such efforts is
reflected in the outline of the tax reform proposals
for FY2021, where taxation procedures are set to
be further digitalized.
In the Japanese securities industry, as well, such
discussions have gained traction. Since the spring
of 2020, the securities industry has been reviewing
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(Source) World Bank Group, “Doing Business 2020”

Of course, digital transformation is not the only way
that Japan is changing.
It has long since been a concern of foreign
corporate entities that Japan has been a difficult
place to start doing business. In fact, according to
the Doing Business 2020 Rankings released by the
World Bank in September 2019, Japan ranks 29th
in the world in terms of ease of doing business
(Figure 1). Broken down, for “starting a business”
and “getting credit”, Japan ranked 106th and 94th,
respectively. It is worth noting for example that due
to the necessity of navigating through convoluted
layers of bureaucratic procedure, it takes on
average 8 people (about 1.6 times the OECD high
income average of 4.9) and 11.5 days (compared to
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the OECD average of 9.2) to start up a business in
Tokyo. Accessibility is then made even harder for
foreign businesses when the language barrier is
added to the mix.

Accessibility is made even
harder for foreign businesses
when the language barrier is
added to the mix.
Against this backdrop, on December 8, 2020, the
Japanese government published its New
Comprehensive Economic Measures, including a
policy package on the initiative to further expand
Japan’s role as an international financial hub by
facilitating the smooth entrance of foreign asset
managers and other financial institutions into the
market. This policy package, summarized in Figure
2, is composed of five primary pillars: tax policy,
regulatory policy, residence status, company setup and livelihood support, and information sharing.

Under regulatory policy, firstly, the creation of the
“Financial Market Entry Office” under the Japan
Financial Services Agency (JFSA) in January 2021
has allowed for a one-stop, all-in-English platform
through which entities could seek pre-application
consultation, support for registration procedures,
and supervision. In addition, the JFSA is set to offer
financial administrative services through the use of
AI-powered translation technology from March
2021. Secondly, the simplification of market entry
procedures is currently under discussion, with a bill
to be submitted to the 2021 Diet, which calls for a
pre-registration entry scheme for a valid period of
five years, as well as simplified market entry
schemes for global portfolio managers with
overseas qualified clients.
Under tax policy, effective in 2021 spring, the
corporate tax policy was clarified such that a private
asset management company can be able to deduct
its performance-based compensation under
certain conditions; the inheritance tax policy was
revised so that the overseas assets held by foreign
nationals in Japan will be exempt from Japanese

Figure 2. Summary of Japan’s International Financial Hub Initiatives
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home country
• Relax employment
requirements for
domestic helpers and
increase convenience for
working spouses for
Highly-Skilled
Professionals

Policy
package
through
cross-ministerial
collaboration
Tax policy
• Revision/clarification
of corporate,
inheritance, and
income tax

Regulatory
policy
• One-stop English service
for application and
registration for newly
entering overseas asset
managers
• Introduction of simplified
market entry procedures
for overseas asset
managers

Company setup
& livelihood support
• One stop company setup support
for free
• Livelihood support such as
international school hunting,
medical matters, and housing

Source: Japan Financial Services Agency, “International Financial Hub Initiatives” (Feb 2021)
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inheritance tax regardless of their years of residence
in Japan; and the income tax policy was clarified
such that profit distributions that contain an
economic rationality will be taxed as capital gains.
This change, combined with other changes to the
taxation system, has earned Japan its place as
second in the world in the WEF GCR 2020 under
the bracket “shift to more progressive taxation,
rethinking how corporations, wealth, and labor are
taxed, nationally and in an international cooperative
framework”.

All of these ambitious and bold
movements require a very thorough
reform of some deeply ingrained
status quos, which is by no means a
simple task.
This is only a snapshot of some of the things in
store.
A revision of the Corporate Governance Code to
encourage the improvement of the quality and
quantity of independent directors, corporate
diversity, and timely and appropriate corporate
disclosure is also on the agenda, and many other
areas for public-private partnership, such as in the
“Support Network for Startups in the Financial
Sector” are beginning to materialize. Given this kind
of drive and momentum, it is perhaps not surprising
that Japan has ranked third in “[facilitating] the
creation of ‘markets of tomorrow’, especially in
areas that require public-private collaboration” in
the WEF GCR 2020.
All of these ambitious and bold movements require
a very thorough reform of some very deeply
ingrained status quos, which is by no means a
simple task. However, little by little, these efforts
appear to be beginning to bear fruit, a trend that is
bound to become more pronounced over time.
*****
Perhaps it is a misnomer to say that Japan is a
completely new entity with absolutely no remnants
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of its past self. Indeed, it still remains very much
Japan in its matured financial, legal, and regulatory
stability--so much so that even in the WEF GCR
2020, Japan still ranks both first in Asia in strong
governance principles of public institutions and fifth
globally in incentives directing financial resources
toward strengthening stability.
Instead, we can perhaps call this an evolution, a
stable transformation--keeping the things that
worked, and changing the things that could do
better.
As Japan moves on this path of reinvention, inviting
foreign business in and shifting from paper to
paperless, from hanko to not, the changes it
undergoes will not come without their own set of
challenges. For instance, as financial transactions
are further digitalized, how to secure investor
understanding and truly ensure investor protection
will increasingly become an important topic of
discussion for the financial industry. To this end,
only time will tell whether or not Japan will truly
succeed in sealing (pun intended) its fate as a
digitalized, efficient, leading global financial center.
At the very least, however, no one can say that
Japan is not trying to change for the better--and
perhaps that, alone, is sign enough to be cautiously
optimistic.

(The views expressed here are solely those of the writer and do not
necessarily reflect the views of the JSDA or its members. Any
views and forecasts described are based on information available
when the article was written in February 2021 and may not reflect
subsequent developments.)

Isao Hishikawa was born in Kobe, Japan. He joined the Bank
of Japan in 1988 and eventually spent 30 years as a career
central banker, mostly in policy areas of financial markets,
financial supervision and international affairs. His final position
at the Bank of Japan was Deputy Director General of the
Financial System and Bank Examination Department. During
2015 and 2017 he was seconded to the International Monetary
Fund, assuming the position of Alternate Executive Director
(Japan). He joined the Japan Securities Dealers Association in
2020, and was subsequently appointed to the position of Chief
Officer for International Affairs and Research. He holds a BA
degree in Social Sciences from International Christian
University, and an MBA degree in Finance from Cornell
University.
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J. C. NA
A VIEW ON THE KOREAN ECONOMY AND
CAPITAL MARKET WITH COVID-19

2

020 was a challenging year
for all of us due to the
COVID-19 pandemic. As
the global economy and
the financial market faced
unprecedented levels of
uncertainty, countries around the
world experienced negative
growth with huge volatility in
several asset markets. Korea was
no exception. Most indicators of
the real economy such as
consumption, investment and
exports have deteriorated while
the stock market suffered a big
correction. Fortunately, however,
the country’s swift and effective
epidemic control measures have
prevented a surge in confirmed
cases. The aggressive fiscal and
monetary policy has successfully
contributed to revitalizing the real
economy and the stock market.
Despite progress in the
development and distribution of
vaccines, the crisis would leave
durable scars, and thus
uncertainty is here to stay in the
economy and the capital market. I
hope sharing an overview and
major issues surrounding the
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Korean economy and the capital
market could provide financial
investment companies and
investors in India with valuable
insights to enhance their
understanding of the Korean
market for making investment
decisions.
2020 Korean Economy and
Capital Market Overview
The Korean economy remained
s l u g g i s h t h ro u g h o u t 2 0 2 0
due to the pandemic-induced
contraction in private
consumption and exports. In the
second quarter, the country's real
GDP marked a decrease with a
3.2 percent quarter-on-quarter
contraction as fears mounted over
the rapid spread of the virus. The
figure later turned positive to
record 2.1 percent and 1.1
percent for the third and fourth
quarter respectively, resulting in a
negative 1 percent annual GDP
growth rate in 2020. In particular,
exports were hit the hardest due to
lockdown and other epidemic
control measures around the
world, posting a 6.4 percent
decrease for the year, and imports

were down by 7.6 percent due to a
drop in oil prices amid reduced
global demand and sluggish
domestic consumption.

In March, the benchmark
Korea Composite Stock
Price Index (KOSPI) and
Korea Securities Dealers
Automated Quotation
(KOSDAQ) plunged by 30
percent. They quickly
rebounded and ended the
year at 31 percent and 44
percent higher from a year
ago respectively. The
KOSDAQ and KOSPI
returned to the prior-year
level in mere 118 days and
50 days respectively,
which makes them the first
and fourth fastest to
recover among their G20
peers.
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Private consumption decreased
by 5 percent, mainly in consumer
goods and services, dragged
down by a general decline in
economic activity. Other than
these direct factors, the number
of employed persons and
consumer confidence also
significantly affect consumption.
With a steady decline in the
number of employed persons, the
composite consumer sentiment
index (CCSI) reached its lowest in
April at 73.3 and has since
rebounded but not to its end-of2019 level, which stood at 101.3.
Investment, however, showed
some positive signs with an
annual growth rate of 6.8
percent in plant and equipment
investment which is attributable to
a pick-up in the semiconductor
industry.
Meanwhile, one of the most
notable developments in the
Korean stock market was its
quick recovery in 2020. In March,
the benchmark Korea Composite
Stock Price Index (KOSPI) and
Korea Securities Dealers
Automated Quotation (KOSDAQ)
plunged by 30 percent. They
quickly rebounded and ended
the year at 31 percent and 44
percent higher from a year ago
respectively. The KOSDAQ and
KOSPI returned to the prior-year
level in mere 118 days and 50
days respectively, which makes
them the first and fourth fastest to
recover among their G20 peers.
Also notable is that the KOSPI
recorded an all-time high trading
volume in 2020. The KOSPI’s
average daily trading volume
increased by 115 percent yearon-year to reach a historic high of
KRW 11.9 trillion (USD 10.5
billion). The KOSDAQ’s average
daily trading volume posted 153
percent higher than last year at
around KRW 10.6 trillion (USD 9.5
billion).
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Despite the covid-19 induced
shock, the Korean stock market
has shown great dynamism with
an increase in capital inflow
stemming from optimism about
economic recovery and strong
fundamentals in the market. Also,
retail investors’ participation has
dramatically expanded, with their
share of trading volume increasing
by 18 percentage points from 48
percent in 2019 to 66 percent in
2020.
Major Issues in the Korean
Economy and Capital Market
The country is faced with the
daunting challenge of overcoming
the COVID-19 pandemic in the
short term, as well as addressing
structural problems such as
population aging and declining
potential growth rates in the
mid- to long-term. Against
this backdrop, promoting
globalization and sustainable
growth has become ever-more
important.
In November 2020, Korea signed
the world’s largest multilateral free
trade agreement (FTA), the
Regional Comprehensive
Economic Partnership (RCEP),
with 14 other countries including
Southeast Asian countries
(ASEAN), Japan, China and
Australia. For the RCEP to go into
effect by the end of this year, the
Korean government announced
its plans to expedite the required
domestic procedures. Korea
signing its first multilateral FTA, the
RCEP, which is expected to add
momentum to multilateralism,
signifies that the nation’s main
focus will be on global
cooperation. The government will
continue to seek more megatrade deals such as by engaging
with countries of interest to join the
Comprehensive and Progressive
Agreement for Trans-Pacific
Partnership (CPTPP). Moreover,
Korea is looking forward to

creating synergies with
neighboring countries including
ASEAN members and expanding
the nation’s export market through
the New Southern Policy, an
initiative that aims to elevate
strategic ties with countries
located south of the Korean
Peninsula including ASEAN
countries and India, and New
Northern Policy, which focuses on
engaging with countries to the
north of Korea such as Russia and
Mongolia.
Secondly, the government is
actively promoting the Korean
New Deal initiative, a national
project designed to support the
country’s recovery from the
pandemic by stimulating job
creation and investment. The
policy revolves around three pillars
- the Digital New Deal, Green New
Deal, and strengthening the social
safety nets. The government will
spend KRW 21 trillion (USD 18.8
billion) this year alone, including
KRW 7.6 trillion (USD 6.8 billion)
for the Digital New Deal and KRW
8 trillion (USD 7.2 billion) for the
Green New Deal, to fund various
projects including the Smart
Healthcare Infrastructure and
Green and Smart schools. Also,
we are expecting the government
to alleviate regulations and
improve the legal framework as it
prepares to launch a KRW 4
trillion (USD 3.6 billion) New Deal
fund to boost private investments
into new industries including
future mobility, pharmaceutical
and healthcare, system
semiconductor and artificial
intelligence.
Lastly, green finance. ESG’s
significance in the global economy
is growing and profound changes
to accelerate the transition to a
low-carbon economy are also
underway in Korea. It’s worth
noting that a national strategy to
go carbon neutral by 2050 has
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been released by the government
recently, as well as an action plan
to drive structural changes in the
carbon-intensive industries,
support a transition to sustainable
mobility and create a low-carbon
ecosystem for promising new
industries. To achieve this, the
share of green financing in public
financing will increase to 13
percent by 2030 and a Green New
Deal fund will be launched to
encourage green investments. In
terms of the capital market, ESG
funds are growing rapidly in Korea,
with their net asset value reaching
a record high of KRW 840 billion
(USD 752 million) in the third
quarter of 2020, as climate
change and the pandemic
sparked a growing interest in
corporate sustainability among
investors.
KOFIA’s Roles and Activities
As the post COVID-19 world will
be filled with challenges and
opportunities, KOFIA is taking
charge in supporting the growth of
the financial investment industry
and advancing the capital market
to ensure that it becomes the key
driver of the country’s economic
growth by mobilizing all resources
available. We are currently
focusing on facilitating the supply
of tailored funding linked to a
company’s growth cycle, assuring
that our member companies’
investment banking activities
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remain competitive and
establishing a private placement
corporate bond market for
institutional investors. Also, KOFIA
is working to establish a marketfriendly ESG policy framework and
infrastructure and help our
member companies in launching
ESG products and executing
ESG-related deals.

ESG’s significance in the
global economy is
growing and profound
changes to accelerate the
transition to a lowcarbon economy are also
underway in Korea. It’s
worth noting that a
national strategy to go
carbon neutral by 2050
has been released by the
government recently, as
well as an action plan to
drive structural changes
in the carbon-intensive
industries, support a
transition to sustainable
mobility and create a
low-carbon ecosystem
for promising new
industries.

Following our notable achievements in improving tax systems in
the capital market, marked by the
lowering of the securities
transaction tax, we will continue to
push forward with the proposals
to eliminate the securities
transaction tax and provide
tax benefits for long-term
investments. Lastly, in the face of
an aging society, KOFIA is sparing
no efforts in upgrading the
pension system to deliver
higher returns to pension plan
subscribers through the adoption
of “default options” and a trust
fund retirement pension scheme.
As the biggest trade association in
the Korean capital market
representing more than 400
member companies in sectors
such as securities and asset
management, KOFIA will continue
to serve as the most trusted
partner of the industry, as well as
the market.

J.C. Na is the Chairman and CEO of the
Korea Financial Investment Association
(KOFIA). Prior to joining KOFIA in 2020,
he spent thirty-five years at Daishin
Securities. He was the President of
Daishin Securities for seven years just
before taking his position at KOFIA. He
was selected as one of the top 100
Korean CEOs at MK Economy and
awarded a Citation by the Ministry of
Economy & Finance. Mr. Na has a Ph.D.
in International Business from Hankuk
University of Foreign Studies.
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FRANÇAISE DES
MARCHÉS
FINANCIER (AMAFI)
Director European
and International Affairs

ARNAUD EARD
COMPLETING CAPITAL MARKETS UNION: ENABLING
EU-27 MARKETS TO PLAY A BIGGER ROLE IN THE
FINANCING OF THE EUROPEAN UNION’S ECONOMY

I

n the wake of the Global
Financial Crisis (GFC), the issue
of the stability of the financial
system in general, and of the
banking system in particular, has
b e c o m e c e n t r a l . Va r i o u s
regulations, particularly in the
prudential field, have thus been
adopted, one of the very direct
effects of which is the
considerable increase in the
constraints weighing on banks
and on their ability to distribute
credit. This has resulted in the
need to change the financing
model of the European economy,
which has hitherto been creditbased, to ensure that it could
increasingly rely on financial
markets.
The European Commission (EC)
Capital Markets Union (CMU)
Action Plan unveiled in
September 2015 1 aimed to
achieve this transition. Initially
driven by British Commissioner
Lord Jonathan Hill, CMU’s main
objective was to create a
European integrated financial
system with the UK at its center.
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The results were overall
far from the stated
ambitions while the
development of deeper,
autonomous and more
integrated EU-27 capital
markets has remained all
the more essential as the
Union faces a number of
financing challenges.
The results were overall far
from the stated ambitions while
the development of deeper,
autonomous and more integrated
EU-27 capital markets has
remained all the more essential as
the Union faces a number of
financing challenges. These arise
in particular from (i) the mitigation
of climate change, (ii) the ageing
of its population and (iii) the need
to encourage the development of
companies within the EU that can

be global champions, especially
in the digital and sustainable
development fields.
The Covid-19 crisis and Brexit
have only made CMU more
indispensable for the Union
The burst of the Covid-19
pandemic in March 2020 has
completely shifted priorities of
policy makers especially in
Europe. The Great Lockdown
resulting from the Covid-19
pandemic has yielded a crisis of
an unprecedented scale.
Member states - with varying
degrees of intensity depending on
their exposure to the pandemic have been facing a double shock
of supply and demand, which
has led to an unprecedented
increase of public and private
indebtedness.
While bank lending has been
placed at the heart of the first
phase of the response to the
Union current economic and
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financing difficulties, the need to
develop more integrated and
deeper European financial
markets has become even more
obvious. It is largely an issue of
economic sovereignty for the
Union.
Besides, with Brexit looming and
considering the central role
played by the UK in the
functioning of EU financial
markets, the deepening of EU
capital markets had become vital.
The City represented almost a
quarter of the gross value added
produced by EU financial services
and exported 33 billion euros of
financial services towards the EU2
27 .
In this context, several initiatives
to revamp the CMU project were
instigated in the second half of
2019/early 2020 notably with the
Next CMU High-Level Group3
mandated by several Member
States, the High-Level Forum4
mandated by the European
Commission and the European
5
Parliament own-initiative report .
Given CMU has always been a
core priority for its members, the
F re n c h F i n a n c i a l M a r k e t s
Association (AMAFI) was keen to
contribute to the European
Commission’s reflections and
mandated the Center for
European Policy Studies (CEPS)
and the European Capital
Markets Institute (ECMI) to
provide data and analysis in order
to support a full set of policy
reforms. The result of this
collaboration was published in a
6
report in July 2020.
At the end of September 2020,
the European Commission
published its Action Plan made of
16 actions to complete the CMU
project7.
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Overall, while AMAFI is very
supportive of the reforms
proposed by the European
Commission, the Association
considers that some of them are
more important than others to
increase rapidly the efficiency of
the market in the financing of the
Union’s economy and should be
prioritized in light of the key pillars
which enabled the US to
transition from a bank-based to a
market-based financial system.

To ensure the success of a
relaunched CMU, lessons can
be learnt from the transition
achieved in the US
The US financing ecosystem is
often considered as the most
accomplished example of a
market-based financial system.
This has however not always
been the case. In just under
twenty years, the share of banks
in the financing of the US
economy shrunk drastically in
favour of financial markets: in the
1970s, the ratio of bank credit to
the private sector had stood at an
average 45% - close to its current
level in the EU (47%) - taking a
plunge in the early 1990s before
eventually landing to about 20%
in the 2000s8.
We consider that the successful
US transition has been based on
the following five pillars:
(i) A unified legal, regulatory
and fiscal framework;
(ii) The consolidation of the
banking system enabling
the emergence of champions
in the corporate and
investment banking area;
(iii) A strong public involvement in selected domains
where private initiative
would not be sufficient to

ensure success such as
the Small Business
Administration which
guarantee the access of
SMEs to bank loans;
(iv) The depth of the securitization market enabling
banks to free massive
capacity from their balance
sheets;
(v) The consistence of the
pension funds ecosystem,
a provider of long-term
financing for companies and
projects.
While these five pillars could not
be transposed as such in the EU27, in particular because the
Union is not a federal state, we
used them as a benchmark to
elaborate our policy reforms9.
Reforming EU-27 financial
markets: six key reforms
(I) Revamping the securitisation market - Replicating
t h e m e c h a n i s m s
implemented in the US
cannot be achieved in Europe
at least in the short to medium
term especially because
there is no equivalent to the
US government-sponsored
enterprises. The importance
of securitisation in freeing up
banks’ balance sheets and
enabling them to renew their
capacity to distribute credit
has been stressed on many
occasions, particularly in view
of the crucial nature of this
source of financing for most
SMEs. The current economic
context gives new urgency to
this issue, as their role will be
essential in the early stages of
t h e U n i o n ’s e c o n o m i c
recovery.
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(ii) Developing the flexibility
of the prudential
regulatory framework While it is of the utmost
importance not to threaten
financial stability, we consider
a broad reflexion should be
initiated by the EC to consider
which core elements of the
prudential regulatory
framework for banks (e.g.
leverage ratio, Fundamental
Review of the Trading Book)
could be alleviated. The
objective is to ease the
allocation of resources to the
financing of EU’s economic
recovery when a crisis does
not originate from the financial
system. This should notably
consider the necessary legal
tools (e.g. no-action letter) to
enable such flexibility.
On top of the ability to adapt
the regulatory constraints on
a temporary basis to face
exceptional conditions, the
European implementation of
the “fully phased-in Basel III
package” should make sure,
while ensuring the control of
systemic risk, not to unduly
penalise European market
activities.
(iii) Managing Brexit - With the
UK off the EU since 1 January
2021 and uncertainties
remaining around the future
framework that will define
their relationship and areas
where equivalence will be
granted, we consider two
issues are of the utmost
importance.
First, the repatriation of
clearing in EUR and EU
currencies back to the Union.
While AMAFI supports the
EC’s ambition, it favours an
evolutionary approach based
on incentives, voluntarism,
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and the leadership of EU
central banks and public
entities which could over a
longer period of time result in
a significant change and
bring on-shore a substantial
proportion of EUR denominated clearing without the
risks the EU financial system
would have to bear if it were to
be done more quickly.

Overall, while AMAFI
is very supportive of
the reforms proposed
by the European
Commission, the
Association considers
that some of them are
more important than
others to increase
rapidly the efficiency
of the market in the
financing of the
Union’s economy and
should be prioritized
in light of the key
pillars which enabled
the US to transition
from a bank-based to
a market-based
financial system.
Additionally, to solve the
detrimental implications of the
overlapping of the EU and UK
trading obligations for
derivatives (DTO)10, given the
UK regime has not been
granted equivalent by the EU,
which limits the access
to liquidity and global

competitiveness of EU
institutions, AMAFI calls on
the EC to grant a temporary
forbearance of the EU DTO
applicable to UK branches of
EU-27 investment firms to
enable them to have access
to non-EU clients and create a
level playing field with their
non-EU competitors.
(iv) Creating an EU safe asset The US capital market was
created and developed
around the US Treasury
market, which is the largest
and most liquid in the world
and represents the key
benchmark for asset pricing.
Similarly, a European safe
asset would (i) act as a
stabilization factor, notably by
h e l p i n g t o re d u c e t h e
sovereign-financial nexus, (ii)
provide a deeply liquid source
of high-quality collateral to
favour cross-border
transactions and (iii) offer a
risk reference and help to
achieve a more efficient
allocation of risk amongst the
financial system. On top of
playing the role of a backbone
to EU integrated financial
markets, a Eurodenominated safe asset
would also serve the objective
of fostering the international
role of the Euro. Even though
it is limited in time and
supposed to be a one-time
emergency measure, the
recovery fund proposed by
the EC can be seen as laying
the foundation for the creation
of a European safe asset.
(v) Strengthening supervis o r y c o nv e rg e n c e Competition between
national competent
authorities (NCAs) is
unhealthy as it goes against
the objective of achieving a
FORUM VIEWS - APRIL 2021

single market for financial
services. In order to
complement the recent
reform of the European
Supervisory Authorities which
provide the European
Securities and Markets
Authority (ESMA) with new
tools to facilitate supervisory
convergence, AMAFI
considers that to ensure the
interpretation of the legislation
is the same for both the
supervisor and the
supervised entity, a gradual
two-step approach appears
necessary: (i) In the short
term, the development by
ESMA of specific tools and
common trainings for EU-27
National Competent
Authorities (NCAs) on the
implementation and
enforcement of new
legislations. We would also
encourage further joint work
between NCAs within ESMA
to ease the development of
common supervisory
practices especially in new
areas such as sustainable
finance and crypto assets. (ii)
In the medium to long term,
ESMA’s direct supervisory
powers could only become a
reality over time, based on
experience. In particular, we

(vi) Developing an ecosystem
of pension funds - The
success of a market-based
model for financing the
economy is directly linked to
the presence of long-term
investors. It is they who can
provide the patient resources
to support the development
of companies and
i n f r a s t r u c t u re p ro j e c t s .
Pension funds, with an
average horizon of 30 or 40
years, are key players in this

1. Action Plan on Building a Capital
Markets Union, 2015, (https://eurlex.europa.eu/legal-content/
EN/TXT/PDF/?uri=CELEX:52015DC04
68&from=EN)
2. CEPS-ECMI data
3. The Next CMU High-Level Group has
been tasked by the ministers of finance
of Germany, France and the Netherlands
to report on recommendations for
deepening the CMU. The report was
published in October 2019 and is
a v a i l a b l e a t ( h t t p s : / / e u r- l e x .
europa.eu/legal-content/EN/TXT/PDF/
?uri=CELEX:52015DC0468&from=EN)
4. The High-Level Forum on capital
markets union final report was published
in June 2020 and is available at
(https://ec.europa.eu/info/sites/info/files
/business_economy_euro/growth_and_
investment/documents/200610-cmu-

high-level-forum-final-report_en.pdf)
5. Further development of the Capital
Markets Union (CMU): improving access
to capital market finance, in particular by
SMEs, and further enabling retail investor
participation. (https://www.europarl.
europa.eu/doceo/document/TA-92020-0266_EN.html)
6. For further details please the full report is
available at (http://amafi.fr/download/
pages/0KcySCO5tU38FXYdQMmJf52
wVIe3sR7wnncARazc.pdf)
7. Capital markets union 2020 action plan :
A capital markets union for people and
businesses. (https://ec.europa.eu/info/
business-economy-euro/growth-andinvestment/capital-markets-union/
capital-markets-union-2020-actionplan_en)
8. The ratio of bank credit to the private
sector is expressed as a percentage of
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would call on ESMA to directly
supervise EU CCPs.

The success of a marketbased model for financing
the economy is directly
linked to the presence of
long-term investors. It is
they who can provide the
patient resources to
support the development
of companies and
infrastructure projects.
Pension funds, with an
average horizon of 30 or
40 years, are key players in
this respect.

respect. In the US, they also
play a very important role in
various market segments,
particularly in the equity
segment, which is vital for the
long-term financing of
companies and infrastructure
projects. The EU should build
the same capacities. This is
even more necessary since, in
view of the ageing of
European populations, the
development of pension
funds is now essential to
supplement the pay-as-yougo pension systems that
re m a i n c o re f o r m a n y
Member States.
These reforms are certainly very
ambitious and require a strong
political support at the highest
levels, but we consider them as
essential given the importance of
the challenges at stake.
Arnaud Eard joined the Association
française des marchés financier, AMAFI,
(formerly Association française
des sociétés de Bourse then
Association française des entreprises
d’investissement) in 2018 as Director for
European and International Affairs.
Before joining AMAFI he worked for six
year at Public Affairs Consultancy
Fleishman Hillard in Brussels. He holds a
Master of Arts in International Political
Economy from the University of Sheffield,
United-Kingdom.

the sum of bank credit plus bond and
equity market capitalisation. Data:
https://www.bis.org/statistics/totcredit/
totcredit.xlsx ;
https://fred.stlouisfed.org/series/NCBEI
LQ027S ;
https://fred.stlouisfed.org/series/NCBC
BIA027N
9. For further details on the policy reforms
please see AMAFI-CEPS/ECMI report
from p. 22 to p. 33.
(file://C:\\Users\Arnaud Ãard\AppData\
Local\Temp\0KcySCO5tU38FXYdQMm
Jf52wVIe3sR7wnncARazc.pdf)
10. The Markets in Financial Instruments
R e g u l a t i o n f o re s e e s u n d e r t h e
Derivatives Trading Obligation (DTO) EU
firms are required to trade certain
classes of OTC derivatives on EU or
equivalent third country trading venues.

FORUM VIEWS - APRIL 2021

INVESTMENT
INDUSTRY
ASSOCIATION
OF CANADA (IIAC)
President &
Chief Executive Officer

IAN C. W. RUSSELL
2020 PERFORMANCE INDICATES CANADA’S
INVESTMENT INDUSTRY IS WELL-POSITIONED
FOR THE POST-COVID RECOVERY

M

any firms in the Canadian investment
industry have confronted the intense strains
of the COVID-19 pandemic alongside their
employees, clients, and communities. Despite
significant obstacles, both large and small dealers
quickly transitioned most of their employees to work
remotely, keeping capital markets open and running
in crisis conditions, while working with regulators to
ensure continued compliance in a remote
environment.

Across the board, Canada’s investment
industry stepped up and contributed to
the solutions required to mitigate the
financial challenges facing businesses,
governments, and individuals-helping to
raise capital and working diligently to
safeguard the portfolios of Canadians
during uncertain and volatile times.
Across the board, Canada’s investment industry
stepped up and contributed to the solutions required
to mitigate the financial challenges facing
businesses, governments, and individuals-helping to
raise capital and working diligently to safeguard the
portfolios of Canadians during uncertain and volatile
times. Canadian debt capital markets volatile times.
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Canadian debt capital markets issuance (excluding
self-funded deals) totaled $211.7 billion in the first
nine months of 2020, according to Refinitiv, making it
the strongest year on record as governments and
businesses bulked up liquidity to weather the crisis.
Government and Agency debt accounted for almost
two-thirds of total issuance. Corporations largely
used the proceeds for debt repayment and
refinancing, and for general corporate purposes,
notes Statistics Canada. The rush for liquidity in the
face of pandemic-induced lockdowns also played
out in the equity capital markets. Refinitiv data shows
that Canadian equity and equity-related issuance
(excluding self-led issuance) totaled $26.5 billion in
the first three quarters of 2020, a 20 percent increase
year-over-year, led by the high-tech sector. With both
debt and equity issuance up significantly, Canadian
underwriters had a strong 2020.
Securities Industry Debt Underwriting Revenue
($ Millions)
$450
$400
$350
$300
$250
$200
$150
$100
$50
$0

2018 Q2
Q1

Q3

Q4 2019 Q2
Q1

Q3

Q4 2020 Q2
Q1

Q3

Source: IIROC Monthly Financial Reports, IIAC Compiled

FORUM VIEWS - APRIL 2021

Securities Industry Equity Underwriting Revenue
($ Millions)
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Thankfully, asset values clawed back, with the
S&P/TSX Composite Index ending the year up 55
percent from its March 2020 bottom, as clients saw
a golden opportunity to invest, and central bank
intervention improved liquidity and functioning in
fixed income markets.
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M&A activity was week in the second quarter of
2020, as would be expected, given the significant
disruptions to markets, business shutdowns and
cross-border travel restrictions. According to data
from Crosbie & Company, 600 transactions were
announced in the quarter, primarily smaller
acquisitions in sectors less impacted by the
economic effects of the pandemic-namely precious
metals, mining, healthcare, and information
technology. These 600 announced deals had an
aggregate value of $14.2 billion. To put this in
perspective, an average of 806 transactions per
quarter were announced in the four quarters (Q2
2019 to Q1 2020) that preceded the pandemic
shutdowns, with an average quarterly deal value of
$73.5 billion. In the third quarter, however, M&A
activity rebounded with 804 announced
transactions with a total value of $17.5 billion. Crossborder deals represented 46 percent of total activity.
Twelve mega-deals (deals over $1 billion) were
announced in the first nine months of 2020,
compared to 35 over the same period the previous
year.
In the retail side of the business, early year
momentum in the wealth management business
was stifled by staggeringly high client redemptions
and lower sales as concerns about the economic
impacts of the pandemic created shock waves in
financial markets in March, resulting in lower assets
under management and assets under advisement.
Clients have been understandably feeling nervous
and anxious about their portfolios, reaching out to
advisors more frequently for advice and knowledge
to navigate market volatility and pandemic related
uncertainties. Demand has increased for more
personalized products and services, especially
estate planning and insurance planning, and clients
have been reconfiguring retirement plans.
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During these unprecedented times, the investment
industry recorded one of its best years on record.
With nine months of data in, we estimate 2020
securities industry operating profits to come in at
$8.5 billion, a 12 percent increase from the previous
record of $7.6 billion set in 2019. The more gratifying
outcome is the solid profit rebound at the
independent dealers, matching the performance of
the larger firms, signifying a broad dealer response to
client demands for financial services.
Industry Operating Profits
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The 38 domestic institutional firms saw operating
profits more than double in the first three quarters of
2020 from 2019 to reach $258 million. Institutional
independent dealers impressively cut operating
expenses steadily over the past five years benefiting
significantly from operating efficiencies from
increased digitization. As well, institutional firms
benefitted from stepped up mid-cap financing in
2020, notably in the technology sector. Recent
efforts to widen corporate client reach through
increased research capability, wider distribution, and
greater business focus on small cap private equity
merchant banking also paid off. The biggest
challenge facing these firms is attracting enough
regulatory capital to give greater maneuverability
and range to compete effectively for mid-cap equity
offerings and gain syndicate positions in large
corporate underwritings. This will become even
more important as small and mid-cap business
demand for external capital escalates as the
economic recovery gets underway.
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Integrated firms saw operating profits jump 9
percent in the first three quarters of 2020 compared
to the same period the previous year, reflecting
strong performance in the debt and equity
underwriting business. There have been steady,
widespread efforts among the integrated firms to
aggressively strengthen efficiencies and adopt
technology to capture clients.

During these unprecedented times,
the investment industry recorded
one of its best years on record. With
nine months of data in, we estimate
2020 securities industry operating
profits to come in at $8.5 billion, a 12
percent increase from the previous
record of $7.6 billion set in 2019.
The wealth management or retail business turned in
another strong performance in 2020, benefitting
from sustained demand for wealth services and the
strong tailwinds of resurgent equity markets and
active investing clients. Operating revenue in the
broadly based retail business, based on nine months
of data, rose 14 percent year-over-year and is on
track to reach a record $4.8 billion in 2020. Similar to
the institutional marketplace, the small and midsized retail dealers matched the earnings
performance of the integrated firms. Operating profit
at the retail firms, including both full-service and
introducer firms, rose 48 percent in the first three
quarter of 2020 compared to the same period in
2019 despite the earnings drag from lower net
interest margins. The significant 10 percent gain in
fee revenue gave a solid boost to overall retail
revenues (accounting for nearly 40 percent of total
retail revenue) and signals smaller firms have
adapted aggressively to the widening client shelf of
products and services to support a holistic approach
to life cycle financial planning. Smaller firms are also
aggressively adapting technology, and so are their
carrying brokers, to build scale and enhance
operating efficiencies.
The impressive performance of the investment
dealer industry-both small and large dealers-in a
year of unprecedented change leaves the industry
well-positioned to serve clients in the coming year.
Many firms have enhanced operating efficiencies
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and business scope through the adoption of a wide
range of technology options and systems to
leverage advisory and planning services and
improve mid and back-office operations. By some
estimates, the COVID-19 pandemic accelerated
digital transformation by three to seven years. Firms
and their advisors also focused on building an active
social media presence to improve client loyalty and
retention and find new clients. Importantly, the
independent dealers have managed to keep needed
professional staff and have more robust risk control
policies in place for employee work-from-home
arrangements, cybersecurity, and vendor
management.
A high priority for the industry going forward is to
widen the range of financial asset classes available
to clients to deepen diversification of portfolios to
improve returns and mitigate risks. This is particularly
important in an environment of low interest rates for
the foreseeable future. A number of small dealers
focused on the advisory business have acquired
registrants with investing expertise to improve
product shelf depth and project the franchise as a
“client bespoke” advisory business. We expect
dealer-registrant partnerships to increase in
response to stepped up client-advisor demand for
deeper portfolio diversification. These networks
function as a channel or pipeline of capital from
dealer clients to private companies, especially small
businesses, driving innovation and growth. In many
cases private markets provide capital to businesses
that cannot get it from other sources. Investors also
have the opportunity to invest directly in
infrastructure assets, for example, that provide
essential services, improve the quality of life of
residents, and support economic growth across the
country.
Investment dealers and their clients can look forward
to increased business opportunities as the economy
rebounds-a real possibility with a steady and smooth
roll-out of the COVID-19 vaccines, incredibly
supportive fiscal and monetary policies, and
significant pent-up demand.

Ian Russell has long held a prominent position in the
investment industry, both on a domestic and global level. He is
President and CEO of the Investment Industry Association of
Canada (IIAC), a position he has held since April 2006, and Past
Chair and current Board Member of the International Council of
Securities Associations (ICSA).
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TURKISH CAPITAL
MARKETS
ASSOCIATION
(TCMA)
Secretary General

İLKAY ARIKAN
TURKISH CAPITAL MARKETS:
2020 IN A NUTSHELL AND THE ROAD AHEAD

D

ue to the Covid-19
outbreak, 2020 has been
a year of stringent
lockdown measures and
lacklustre economic activity
g l o b a l l y. E v e n t h e m o s t
developed economies faced
difficulties combating the
epidemic and simultaneous
shocks of supply and demand
throughout the year have been
challenging for the whole
world. The virus has disrupted
our societies through decrease
in production, rise in unemployment and loss of life. In
order to prevent possibly
permanent damage to
employment and production,
extreme measures were taken
globally.
Despite these challenges, 2020
has been a year of good
performance for both global and
Turkish financial markets thanks
to low interest rates and
abundant liquidity. In this
environment, BIST-100, the main
index of Borsa Istanbul equity
market, increased by 29%
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compared to the beginning of the
year to 1,476. Whereas BIST All100 index, which refers to
companies in the equity market
excluding the bluechip BIST 100
index, had been increasing
significantly higher than BIST 100
index, showing an annual
increase of 122% at the end of
2020.

In 2020, the revenues
raised by companies
through IPOs
quadrupled compared
to the previous year's
figures. The total
revenue of those
public offerings made
during 2020 reached
148 million TL as 8
companies went
public.

In 2020, the revenues raised by
companies through IPOs
quadrupled compared to the
previous year's figures. The total
revenue of those public offerings
made during 2020 reached 148
million TL as 8 companies went
public. The investors’ interest to
IPOs gained momentum towards
the end of year; while the public
offerings till August attracted
around 43,000 investors on
average, subsequent offerings
attracted around 177,000
investors on average. Reflecting
the rise in investor interest, the
IPO Index tracking the
performance of companies that
went public within the last two
years tripled in 2020.
Meanwhile, 1,453 bonds were
issued during the year. As of the
end of the year, Turkish corporate
bonds market capitalisation
measured $ 29 billion.
Turkey has also left behind a
record-breaking year in terms of
investor numbers. With the help
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of support policies regarding the
pandemic and the increased
digitalization, domestic investor
interest in Turkish capital markets
skyrocketed. The number of
domestic investors trading at
least once a month in the stock
market, which was 360 thousand
on average in 2019, reached 1.2
million people as of end-2020.
However, while evaluating
investor numbers, it should be
noted that there may be
customers with accounts in more
than one institution.
Moreover, the number of unique
investors with a positive balance,
which was limited to 1 million for
many years, approached 2 million
at the end of the year. We expect
these numbers to go even further
in 2021.
A closer look at the figures reveals
that the majority of the new
investors in the equity market are
young and have only begun
investing with modest amounts of
capital. A geographical analysis
further reveals that both the
growth and diversification of the
investor base and proliferation of
challenges with the addition of
unseasoned investors.
In this environment, total
transaction volume of the equity
market tripled. Moreover, the
share of internet and direct
market access channels which
constituted 55% of total equity
market at the end of 2019
increased to 71% at the end of
September 2020, underlining the
growing digital transformation of
the industry.
On the institutional investor side,
despite the global pandemic, the
asset management industry
continued to thrive in the bullish
stock market. Stock funds saw
significant increase although
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there were substantial outflows
from bond and money market
funds in the low interest rate
environment. In brief, assets
managed by asset management
firms in aggregate increased
significantly by 28% y-o-y to TRY
reach 365 billion by the end of
2020.

Moreover, the number
of unique investors
with a positive balance,
which was limited to 1
million for many years,
approached 2 million
at the end of the year.
We expect these
numbers to go even
further in 2021.
In view of the recent rise in the
number of individual investors in
the equity market, the Capital
Markets Board of Turkey has
issued alerts to warn investors
about fraudsters who may use
s o c i a l m e d i a t o p ro m o t e
particular investment strategies
and give unsolicited stock
recommendations. Moreover,
amid the novel coronavirus
outbreak, the Capital Markets
Board of Turkey had imposed a
ban on short selling as a
precaution on excessive price
volatility starting from February to
July 2020.
As the unique association
representing all actors of the
capital markets, our association
promptly organized a series of
events to educate the investor
community on matters of sound
and sustainable investment in the
phase of significant challenges
posed by the global pandemic.

During the year, we carried
various webinars and focused on
investor education to help
mitigate Covid-19 impacts on
financial markets. In this regard,
we held World Investor Week in
Turkey in collaboration with
Capital Markets Board of Turkey
(CMB) and Borsa Istanbul. In the
online sessions held; many topics
such as mergers and
acquisitions, investment in equity,
bond and gold markets,
sustainable investment funds,
taxation in capital market
instruments, corporate
governance, career opportunities
in the capital markets were
discussed.
As main players of this industry,
we value the idea of
communicating capital markets’
role and function for the economy
to the general public in order to
increase our contribution to the
economy. While working towards
realizing our goals, cooperating
with both our domestic partners
and being in contact with our
foreign stakeholders such as BBF
makes us stronger.
İLKAY ARIKAN, Secretary General,
Turkish Capital Markets Association
After graduation from the Hacettepe
University Economics and Administrative
Sciences Department, between 1989
and 2001, he worked as an Expert at the
Capital Markets Board of Turkey. In
Wharton Business School-PennsylvaniaUSA, he attended an Executive MBA on
Securities Regulations and Corporate
Finance, between 1997-1998.
Starting from 2001, he pursued his career
at the Association of Capital Market
Intermediary Institutions of Turkey. Since
2004, he has been the Secretary General
of the Association.
He served as the Member of Board of
Central Registry Agency Inc. between
2004 and 2006. Since 2006, he is a
Member of the Capital Markets Sector
Assembly at the Union of Chambers and
Commodity Exchanges of Turkey and
since 2004 he serves as the Member of
the Tax Council of Turkey.
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ASOCIACIÓN MEXICANA
DE INSTITUCIONES
BURSÁTILES A.C. (AMIB)
Market and Systems
Deputy Director

OSCAR RAMÓN
SANDOVAL ZAVALA
IMPLEMENTATION OF MISP, A SYSTEM TO COUNTER
CYBERATTACKS ON FINANCIAL SYSTEMS IN MEXICO

T

he first time I heard about
MISP was on a
cybersecurity committee
held at the Asociación Mexicana
de Instituciones Bursátiles, A.C.,
(“AMIB”) for which I currently
work, I remember when a
security specialist in one of the
world's leading brokerage firms
b e g a n b y re p o r t i n g h o w
cybercrime was increasing
critically in Mexico and how
financial institutions were among
the first targets of all types of
attackers; cybercrime had
proven to be a profitable
business due to the difficulty in
making an attribution to who the
cyber actors are behind a threat.
However, what struck me the
most was how these attackers,
are well organized and
collaborate with each other to
generate new malicious code
re g a rd l e s s o f g e o g r a p h i c
location or specialty, because
cybercriminals have generated
specialized machinery for each
attack. Somehow these criminals
found on the dark internet the
networks needed to share,
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collaborate, and work with each
other to conduct new creative
and effective ways for attacking
institutions.

According to the
study “State of
Cybersecurity in the
Mexican Financial
System”, prepared by
the Organization of
American States
(“OAS”), along with the
National Banking and
Securities Commission
(“CNBV”) in 2018, all
financial institutions in
Mexico identified an
event on their digital
platforms that violated
their cybersecurity.

I can also remember that in a
cybersecurity forum, the speaker
told us about how easy it is to
access to these tools to carry out
attacks, and gave us some
examples of a malware that is
sold in cryptocurrencies on the
deep web, which only needs to
be introduced into a mailing list
so it will try to access by phishing
to the users' machines in order to
seize their computers, and then
request a reward for releasing
them; and finally the profits are
split between the owner of the
malicious code and the buyer.
The above only illustrate how
easy it is to share malicious code
and expand it within the
cyberspace.
In Mexico, it has been observed
that, in most cases, the same
group behind an attack on a
financial institution uses similar
processes and cyber-systems to
attack another institution in the
same sector, due to the lack of
communication between the
industry it is difficult for them to
FORUM VIEWS - APRIL 2021

put in place controls that allow
them to stop attackers on time.
According to the study "State of
Cybersecurity in the Mexican
Financial System", prepared by
the Organization of American
States (“OAS”), along with the
National Banking and Securities
Commission (“CNBV”) in 2018,
all financial institutions in Mexico
identified an event on their digital
platforms that violated their
cybersecurity.
Of the total events, 43% were
successful. The three most
common attacks were
performed through: malware
(56%), phishing (47%) which is
impersonating to obtain data
such as passwords or card
numbers, and clean desktop
policy violation (31%).
In addition, 14.3 million
Mexicans, which represent 31%
of the country's total banking
customers, were also victims of
cybercrime; mostly, through
phishing and social engineering.
INTRODUCTION
With this idea raises the need to
share information between
financial institutions and creates
the initiative to implement a
collaborative node on the MISP
platform. An idea that seeks to
allow its members to share
events related to threats and
cyberattacks which, by
becoming part of the knowledge
the AMIB´s members, allow them
to establish defense and
prevention strategies in order to
respond in a better way to
attacks inside the sector. It
should be noted that sharing
information in a unified way
across collaborative platforms
allows organizations to build the
ability to quickly learn when an
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institution within their guild or
sector, is observing malicious
activity that could represent a
risk, and thus organizations will
be able to implement actions as
part of their incident prevention
and preparedness procedures,
avoiding that the same cybersystems, techniques and
processes that seek to engage a
community member affect the
rest of the sector.

can be expanded. But just as we
define the rules of our node, there
are other nodes that can be
owned by other institutions,
sectors, or governments, and
our TLP will serve to define what
information you may or may not
distribute to the other nodes.
Similarly, the other nodes will
have their own TLP definition and
decide which information can be
distributed with the other cells.

To achieve implementation, and
on this particular point I would like
to thank Isami Romero, leader of
the platform implementation
project, an active participant in
the AMIB´s security committee
and currently CISO (chief
information security officer) in the
f i n a n c i a l s e c t o r, w h o , i n
collaboration with a group of
Cybersecurity specialists in the
sector, developed the objectives
and scopes of the project: "The
only way to deal in a timely
manner with emerging threats is
by collaborating and sharing the
indicators of engagement
detected, so that each TTP
( Ta c t i c s , Te c h n i q u e s a n d
Procedures) used during a
detected incident cannot be
reused in future attacks" under
this vision and to this end was
that the AMIB MISP
Collaboration Node was
conceived.

BUT WHAT IS MISP?
MISP (Malware Information
Sharing Platform) is a code and
open standards platform for
exchanging information about
cyber threats. It is an opensource threat information sharing
platform, where users from
several communities can share
all kinds of cyber threats,
engagement and financial
indicators, among others. Due to
its peer-to-peer structure,
multiple instances exchange
information with each other, while
their synchronization protocol is
based on three main criteria:
e ff i c i e n c y, a c c u r a c y, a n d
scalability. Users can determine
the concentration level of the
information they want to
distribute in MISP, for example in
regard to the organization level,
community level, or within their
swap groups.

At this point it is important to
explain how the platform works.
The MISP works as an
information node where all MISP
members share their events and
indicators with certain rules or
communication protocols. These
rules are known as TLP (Traffic
Light Protocol). This protocol is a
set of definitions that apply to the
information that is intended to be
shared giving the audience an
idea on how much its distribution

The Information shared in MISP is
called an event. An event
consists of a list of attributes,
including destination IP
addresses and hash files. An
attribute is identified by the tuple:
(i) category, (ii) type, (iii) value.
Additionally, an event is linked to
textual information, where it is
available, such as date, threat
level, description, organization,
and galaxies about threat actors,
among others.
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One of the great features of the
platform is that it stores the data
so that it is immediately available
to all collaborators and can report
on their own incident care
systems or through signed and
encrypted emails.
It also allows you to generate
exportable security rules for
institution´s intrusion detection
systems, resulting in faster
improved detection of intrusions.
Data import can also be done in
several ways. So, if we have other
security systems that generate
attributes, thanks to this
automation, compromise
indicators can be published
without additional work.
Collaborative exchange of
analysis and correlation.
When new data is added, the
MISP will immediately show
relationships with other
observables and indicators. This
results in more efficient analysis,
but also allows you to have a
better picture of tactics,
techniques, procedures, related
campaigns, and attributions.
WHAT'S NEXT?
As I initially mentioned, attackers
collaborate with each other to
strengthen their tactics, methods
and tools, no matter where they
are located, and the industry they
consider as a target is not
relevant either. So, if we want to
achieve a level of collaboration
that addresses the current
threats, we have work to do.
The initial vision of the
Collaboration Node was not to
create an isolated Node in the
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Stock Market Institutions sector,
since said Node can interconnect
to others from different sectors
that use the taxonomy developed in Mexico to communicate
IOCs (commitment indicators)
and relevant TTPs information,
which was built on a robust
collaboration tool such as MISP.

Currently, MISP
counts with the
collaboration of 26 of
the 35 Brokerage
Firms in Mexico, more
than 200 security
events have been
published with an
average of 50
attributes per event
and we are open to
discuss collaboration
with financial sector
industries or other
sectors that are aware
of the need for
collaboration.
Undoubtedly the AMIB MISP
Collaboration Node is a very
important step for the
Association's Inter-Company
cooperation, however, we need
to collaborate between existing
nodes in different industries and
support those sectors that have
not yet generated their own, so
we can create not only a
Collaborative Node but a
multisectoral and global network
that helps us detect and

communicate in a timely manner
the security threats of the
emerging information. In Mexico
we have already achieved an
important collaboration between
one node in the banking sector
and another node in the stock
market sector.
CONCLUSIONS
Definitely in Mexico we need to
reach a maturity level of
cybersecurity in institutions,
however initiatives such as MISP
are deceives points to build a
better resilience.
Currently, MISP counts with the
collaboration of 26 of the 35
Brokerage Firms in Mexico, more
than 200 security events have
been published with an average
of 50 attributes per event and we
are open to discuss collaboration
with financial sector industries or
other sectors that are aware of
the need for collaboration.

Oscar Ramón Sandoval Zavala is a
Systems Engineer specialized in teleinformatics and networking from
DelaSalle Bajío University, fluent in english
with experience in the financial industry.
He holds an MBA from DelaSalle Bajío
University as well.
He was part of the team that launched the
second stock exchange in Mexico with
high-tech systems. He has also set up
comprehensive market systems such as
capital, derivatives, and funds as well as
the regulatory reports required to operate
them.
At just 38 years of age, he is currently the
Market and Systems Deputy Director at
the Asociación Mexicana de Instituciones
Bursátiles A.C., responsible for the
development of special projects to
promote the financial markets in Mexico.
In his professional career he has held
various management positions in
financial entities such as Intercam Casa
de Bolsa and Banco del Bajío.
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SECURITIES
ASSOCIATION OF
SINGAPORE (SAS)

Chief Executive Officer

MELINDA SAM
INSIGHTS INTO SINGAPORE
AND ITS FINANCIAL SERVICES LANDSCAPE
Introduction
In a year ravaged by a recession
and wild swings in the financial
markets, the Singapore Exchange
(SGX) managed to draw S$1.4
billion as against S$3.1 billion in
IPO proceeds with five mainboard
listings as compared to four the
previous year. Against this
backdrop Singapore economy
suffered its worst recession last
year since its independence in
1965.
During the pandemic and amid the
challenging environment last year,
it still managed to attract a growing
number of companies from across
various sectors. Despite the
relative size of its domestic
market, SGX continues to position
itself as an international stock
exchange as it continues to attract
foreign based companies to list
here.
This reinforces Singapore’s status
as an international business and
financial hub. It is well connected
and boasts an integrated
infrastructure for businesses,
having signed many free trade
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agreements with trading blocs and
trade alliances.

A large number of
Singapore-listed firms
have their presence in
foreign markets or having
majority of their
operations based
overseas. More foreign
companies are expected
to head to Singapore this
year in particular from
the healthcare and
technology sectors.
A large number of Singaporelisted firms have their presence in
foreign markets or having majority
of their operations based
overseas. More foreign
companies are expected to head
to Singapore this year in particular
from the healthcare and
technology sectors. Nanofilm

Technologies, the first local
technology unicorn listed on SGX
last year, raised gross proceeds of
about S$510 million, the top
performing and fifth largest IPO in
South East Asia.
Having a broad base of investors
ranging from traditional asset
managers, pension funds and
sovereign wealth funds helped
form a large wealth management
centre here. These investors
understand the regional markets.
SGX- a Multi-Asset Exchange
SGX is a multi-asset exchange,
covering equities, fixed income,
commodities, derivatives and
foreign exchange. It is exploring
deals that bulk up its foreign
exchange, fixed income, data and
capital markets connectivity
businesses to drive its ambition as
a multi-asset exchange.
Hinging on its success in
developing a global hub for Real
Estate Investment Trusts (Reits)
and business trusts, SGX will
continue to attract more IPOs from
this and other sectors.
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To scale up, SGX is looking at
mergers and acquisitions among
other products. Institutional and
retail investors can then better
appreciate the various sectors
with research, corporate profiling
and access to the listed
companies.
Having strong partnerships and
alliances is an asset that SGX
leverages on. Its alliance with
Nasdaq creates an east-west
corridor that allow companies to
list here and eventually in the US.
SGX has partnered Tel Aviv Stock
Exchange enabling them to create
a bigger pipeline of tech
companies from Israel.
Special Purpose Acquisition
Companies (SPACS)
With the popularity of SPACS in
other markets, SGX is also looking
at the possibility of having such
listings on SGX. This will provide a
real route and faster time to
market for SPACS and gives more
certainty in terms of price and
execution.
SPACS will benefit the Singapore
capital markets ecosystem and
increase the vibrancy of the
mergers and acquisitions space
here and regionally. This will
further reinforce Singapore status
as an established financial hub
and add to SGX’s reputation as an
international multi-asset
exchange.
Orchid Bond Structure
SGX has also announced the
launch of a new Orchid bond
structure in Singapore partnering
Euroclear Bank with HSBC as the
custodian bank and paying agent.
It combines domestic bond
issuance with global distribution
channels. Investors around the
world will be able to buy bonds
issued by Singapore-based
issuers directly on SGX’s wholly
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owned The Central Depository via
Euroclear. International investors
will be able to take advantage of
the real-time multi-currency
delivery versus payment
settlement with any counterparty
within Euroclear’s network.
Family Offices
The meteoric rise of family offices
with the latest generations of more
established family offices seeking
a presence in Singapore are
observed. They tend to seek a
difference through investments
and become more influential
within their families.

Singapore has long boasted a
measured regulatory system that
focuses on stability and
sustainable development of the
country’s financial services sector,
while at the same time allowing
businesses to innovate and take
appropriate risks. Given these
factors, it is unsurprising that
Singapore continues to perform
well in global rankings for
favourable regulatory regimes.

The closer one is to the source of
capital, the greater is the empathy
where family offices can make a
real difference either through
d i re c t i n v e s t m e n t s o r v i a
syndicates of like-minded sources
of capital.

In the financial services sector, the
challenges and crises of 2020
seem likely to reinforce existing
trends rather than mark a point of
disruption or transformational
change, however. In this year’s
Global Regulatory Outlook, it
shows the direction of travel
remains similar, but the pace of
transformation is getting ever
quicker.

It is this next generation of
investors who are much more
aligned with the existing
generation of entrepreneurs.
Impact investing has doubled in
size over the last two years and will
continue to grow, according to
The Global Impact Investing
Market 2019 Report.

Corruption Perceptions Index
According to the 2020 Corruption
Perceptions Index released by the
global anti-graft movement,
Transparency Inter national,
Singapore is rated the least
corrupt country in Asia and ranks
third globally after Denmark and
New Zealand.

Undeniably, there is a trend of
Singapore companies launching
IPOs on the Hong Kong Stock
Exchange (HKEX) due to their
perception that HKEX offers higher
valuation and liquidity and their
desire to build their presence in
North Asia. It showed a decline of
such listings since last year. The
political instability in Hong Kong,
the global pandemic and
companies seeing poor
performance after recent listings in
HK could be contributing factors.
Singapore rated as Asia’s Top
Regulatory System
In Duff & Phelps’ latest Global
Regulatory Outlook Report,

Top 10 least
corrupt countries
Rank
1
1
3
3
3
3
7
8
9
9

Country/territory
Denmark
New Zealand
Singapore
Finland
Sweden
Switzerland
Norway
Netherlands
Germany
Luxembourg

Score
88
88
85
85
85
85
84
82
80
80

Source: 2020 CORRUPTION PERCEPTIONS
INDEX, BY TRANSPARENCY INTERNATIONAL
STRAITS TIMES GRAPHICS
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The Covid-19 pandemic last year
was as much a health and
economic crisis as that of
corruption, which the world was
failing to manage.
Corruption often intensifies the
effects of a crisis especially when
combined with a public health
crisis like the Covid-19 pandemic
that poses a threat to lives and
livelihoods. The Report stated that
more than 25 per cent of family
foundations are actively engaged
in sustainable investing with
climate change health issues and
clean water as predominant
concerns.
In CBRE 2021 Asia Pacific
Investor Intentions Survey,
Singapore is the second preferred
city in Asia Pacific for cross-border
investments, after Tokyo. It
remains an important hub for
foreign corporations looking to
access South East Asia. There
was broad-based improvement in
market sentiment. The recent
commencement of mass
vaccination programmes in
several countries around the world
has further boosted market
confidence.
Singapore Fintech Sandbox
Technology has transformed the
way people trade and interact with
capital market intermediaries.
From the speed of account
opening and KYC to onboarding
them. Traditional stockbroking
businesses are now facing intense
competition as they have to keep
pace with more retail customers
turning to self-directed online
trading with the emergence of
more online discount brokers.
Singapore has been the hub for
fintechs. Fintech startups are now
dominating the financial services
landscape. Singapore is now the
top-ranking fintech city in Asia
Pacific with more than 40 percent
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of South East Asia’s fintech firms
based here. In Q2 of 2020, fintech
investments rebounded to
US$278 million, 4.1 times the
US$68 million investment in Q1
(source: Singapore FinTech
Association).

According to the
2020 Corruption
Perceptions Index
released by the
global anti-graft
movement,
Transparency
International,
Singapore is rated
the least corrupt
country in Asia and
ranks third globally
after Denmark and
New Zealand.
The Monetary Authority of
Singapore (MAS) has also
committed more than US$200
million to grow the fintech
ecosystem. This includes the S$6
million MAS-SFA-AMTD FinTech
Solidarity Grant to support
Singapore-based fintech firms
amid the challenging business
climate caused by the Covid-19
pandemic.
Fintechs in the region include
GoPay in Indonesia, PayMaya in
Philippines, Duitnow in Malaysia,
bKash in Bangladessh, Grab Pay,
Revolut, UK-based TransferWise,
Atome, LiquidPay, PayNow, Dash,
Carro that are emerging on the
scene.

These fintechs have completely
disrupted the traditional way of
doing business. Some strive to
serve the underserved sectors like
SMEs and micro-businesses. In
Singapore, SMEs form 90 percent
of businesses and are also some
of the top exporters in the region.
While on the one hand welcoming
fintechs, MAS continues to tweak
and finetune its regulations. All
financial services and e-payment
firms in Singapore must follow the
central banking rules to better
mitigate technology risks in the
wake of SolarWinds and other
cyberattacks around the world.
Tech innovation is moving at such
a fast pace in driving impact
innovation. In today’s internetdriven economy, being able to
move at speed and scale is no
longer an option. It is often
business critical. It will come to an
inflexion point where we see tech
innovation and capital moving at
the same speed.
Singapore Exchange
Regulation (SGX RegCo)
The regulatory arm of SGX
wants the local bourse to be a
better quality and more
mature marketplace unstifled
b y o v e r b e a r i n g re g u l a t o r y
frameworks where the market and
participants are effectively selfgoverning. The market community
must be ready to handle
associated risks while new
jurisdictions and new products are
introduced to the market. It will
evolve into a more principlesbased approach to avoid overstifling the market growth.
Digital Assets to transform
Financial Markets
Traditional exchanges will seek
to digitally transform and
form partnerships due to
growing interest in digital asset
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trading from both retail and
institutional investors. The
regulated exchanges and
custodians for digital assets and
cryptocurrencies will continue to
launch.
The introduction of digital assets
though in its infancy, is one of the
greatest innovations in financial
services. Bartering of goods and
services with a digital asset may in
effect blur the view of typical
transactions in the form of delivery
versus payment in money.
Bartering with digital assets
presents a likely threat to
organised exchanges. Can these
be directly exchanged for fiat
money or other digital assets or
goods and services without going
through an organised exchange?
For the record, cryptocurrencies
are not digital assets as they have
zero intrinsic value and are at best
speculative instruments. With the
wild swings in bitcoin prices, the
Securities and Exchange
Commission (SEC) in the United
States is recently calling for a clear
cryptocurrency regulatory regime
as more and more companies like
Tesla, Mastercard and BYN Mellon
Corp are now embracing the
alternative asset class. The SEC
shall examine issues including
market volatility, role of retail
brokers and how post-trade
market functions.
Technology will shape the
evolution of capital markets by
extending the multi-user
exchange into a digital
marketplace for capital powered
by technology. There should be a
free flow of exchange between
capital and data. To add value to
the chain of capital raising, SGX
invested in CapBridge, a coinvestment syndication platform
for mid-to-large stage growth
companies. This platform allows
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for quicker and more frequent
recycling of capital and the
creation of liquidity for early
investors, family offices and
employees.
Advanced by blockchain
technology, CapBrige 1exchange
(“1X”) is the world first regulated
private securities exchange that
leverages public Ethereum
blockchain to provide investors
with a unique trading platform to
buy and sell private securities.

SGX has also
invested in iSTOX
which is a next
generation capital
markets platform to
explore the use of
security token
offerings that are
backed by assets,
not just equity and
debt.
SGX has also invested in iSTOX
which is a next generation capital
markets platform to explore the
use of security token offerings that
are backed by assets, not just
equity and debt.
Covid-19 Concerns and
Challenges Ahead
Concerns from fresh waves of
Covid-19 virus surge across the
world may add uncertainty and
drag the global economic
recovery and induce market
volatility deterring some
companies from launching IPOs.
So to stay relevant, retail brokers
have to think and act like a fintech
company, taking a technology

driven approach with a focus to
optimise operations to meet
customers’ needs.
Many countries introduced
restrictions and lockdowns to curb
the spread of the coronavirus last
year. It triggered a surge in stock
trading as more people are bored
staying at home or working away
from their offices.
The pandemic has had, and
continues to have, a profound
impact on populations,
economies and businesses
e v e r y w h e re . G o v e r n m e n t s ,
industries and markets have faced
u n p re c e d e n t e d c h a l l e n g e s
responding to a crisis that posed
significant threats to lives and
livelihoods, but also valuations,
liquidity, compliance and solvency.
Many challenges exposed by the
outbreak will linger. Just as the
consequences of past financial
crises are still felt more than a
decade on, the events of 2020 will
have consequences for many
more years to come.
Post-Pandemic Boom
When more mobility restrictions
are eased with populations
heading towards herd immunity,
more countries will re-open their
borders. Consumer confidence
will rebound with optimism of a
global recovery. The million-dollar
question remains - will vaccination
stops the spread of the Covid-19
virus?
Opinions are expressed in my personal
capacity and do not represent the views
of the Association.
Melinda is currently the CEO at
Securities Association of Singapore.
Prior experience includes:
Institute of Internal Auditors Singapore,
as Executive Director, its School of
Finance (fka Chartered Inst of Bankers
UK), as Business Development Manager,
Asia Pacific
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AZMAN MANAF
A HITCHHIKER’S GUIDE
TO THE INVESTMENT UNIVERSE

O

nly 118 years has passed
since man’s first flight in
1903. Two brothers had
written a new chapter into the
history of man, i.e. Orville and
Wilbur Wright. This episode
ushered in the era of air travel and
mankind’s dominion over the
skies. In stark comparison, we
read in Greek mythology of the
tragic tale of Icarus, the son of
Daedalus, who defied his father’s
advice and soared on wings of
wax and feathers too close to the
sun, causing his wings to melt,
and he plunged to his death in the
Aegean Sea. If one were to read
the Vaimanika Shastra, an ancient
Sanskrit epic, one would be
intrigued by tales of advanced
flying machines called Vimanas
which served as the ‘Chariots of
the Gods’. In fact, the
mythological literature of many
cultures speak of man flying to the
heavens and the gates of Paradise
on exotic beasts. Chinese
demigods of legend would ride
astride fiery dragons to reach
‘Tian’ and a particular Nordic god,
Thor, is whizzed around Valhalla by
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a hammer, Mjolnir. Islamic tradition
describes the ascent of Prophet
Mohammad (peace be upon him)
to ‘Jannah’ carried by the ‘Buraq’.
All this is positive proof that the
conquest of space and the
heavens had been ingrained in the
human consciousness since the
dawn of civilization.

Investanaut:
a person who
engages in a journey
through the
Investment Universe
to achieve the goal
of satisfying his
primal need of
increasing his wealth
and enhancing his
financial standing.

“I believe I can fly. I believe I
can touch the sky. I think about
it every night and day.
Spread my wings and fly away. I
believe I can soar....”
~ R.Kelly
The span of 118 years is miniscule
when compared to the expanse of
human history. If we take the first
civilization to be that of Gobelki
Tepe in Turkey, which existed
between 12,000 BCE to 9,000
BCE, then roughly 14,000 years
has elapsed. Therefore, only in the
last 0.84% of that time-line did
mankind finally conquer gravity
and lift himself into space, with the
moon landing as our crowning
achievement.
“That’s one small step for (a)
man. One giant leap for
mankind”
~ Neil Armstrong, astronaut,
stepping onto the surface of the
moon, July 20th 1969
Okay, even if he did bungle the
words, which was heard by 650
million people worldwide that day,
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it was a significant event and
definitely a milestone in human
history. And now NASA believes
that it can send men to Mars,
which is 35 million miles away at its
closest and 249 million miles away
at the furthest, within this decade.
Perhaps to add colour to the bleak
Martian landscape with the Stars
and Stripes? Or possibly to annex
Mars as the 51st state of the
Union? That is, if the Europeans,
the Russians, the Chinese, or the
Indians don’t beat them to it. Even
if they use the ‘Hohmann Transfer
Orbit’ as the launch window, the
astronauts of a Mars expedition
would have to endure 6 to 8
months of deep space travel.
Such an ordeal would be justified,
some say, to satisfy the craving of
our species to colonize the Solar
System, in case the sun blows up
into a red giant.
When we peek into the evening
sky with a telescope, we know
that the majority of the twinkling
lights we see are the heavenly
members of our galaxy, the Milky
Way. Naturally, light from distant
galaxies are also visible but are not
so luminous. Closest to us would
be our moon, Luna, the planets of
our Solar System and their
moons, asteroids and comets that
orbit Sol, the sun. Further in the
distance would be stars,
constellations, pulsars, quasars,
supernovae and gas clouds. All
these entities form the galactic
family that we are a part of. And all
this is but an atom compared to
the scale of the known Universe.
At this juncture, I guess, the reader
has a right to ask the question,
“What in heaven’s name has all
this got to do with investment?” To
guide readers through the rest of
this article, I would like to
introduce a new word which does
not yet exist in the English
vocabulary and which I have just
invented:
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“Investanaut: a person who
engages in a journey through
the Investment Universe to
achieve the goal of satisfying
his primal need of increasing his
wealth and enhancing his
financial standing”
ref. Dato’ (Dr) Azman Manaf, 7th
February 2021, Kuala Lumpur. (In
fact, I don’t mind sharing the
intellectual rights to this new
word with the Bombay Stock
Exchange)
When an investanaut first peeks
into the Investment Universe (not
through a telescope, of course,
but most probably through
Bloomberg or some other
channel), he will witness a
kaleidoscope of different
investment products forming a
multi-asset, multi-currency and
multi-jurisdictional matrix. As a
modern day investanaut, he is very
fortunate that he can take the
journey through this vast Universe
on board highly sophisticated
spaceships in the form of A.I.
assisted fin-tech platforms,
networks and systems. He only
needs a smartphone or a desktop
to manoeuver his spaceship
through the Internet, powered by
high speed WiFi or 5G. If he needs
an R2D2 or C3PO robot for
company, robo-advisors are
available. He can whizz around
this Universe at warp speed, and if
he has a good navigator
(investment advisor) he can locate
star gates, wormholes and portals
in the space-time continuum to
make quantum leaps to different
quadrants of the Universe.
His flight will weave through matter
that makes up this Universe:
equities, bonds, derivatives,
commodities, metals, currencies,
financial futures, swaps, ETFs,
REITs, CFDs, loan stocks,
warrants, options, crypto-assets,
etc. He will come into contact with
intelligent and unintelligent life

forms populating this Universe:
traders, dealers, fund managers,
hedge fund managers, sovereign
fund managers, investment
bankers, financial planners,
private equity people, unit trust
agents, research and technical
analysts, traders using algorithms
and HFT, proprietary traders, etc.
And of course, there is the Dark
Side, the Evil Empire, Darth
Vaders: insider traders, market
riggers, manipulators, syndicate
players, corporate raiders, money
launderers, financial scammers,
hackers, fake bloggers, etc.
The investanaut must understand
that this Universe is not a lawless
void. There are life forms called
Regulators. These life forms bring
a certain degree of order and
discipline to this Universe. They
have long tentacles and are
equipped with X-ray vision. They
operate within their respective
jurisdictions and are empowered
by the Ruling Class to inflict
punishment to other life forms that
transgress the Rules imposed by
the Ruling Class. In some corners
of this Universe they are both
judge and jury, and their light
sabers are very sharp, able to
deliver excruciating pain to the
incarcerated. The investanaut
needs to tread his flight path
diligently and be compliant to the
Rules, lest he experience the pain
of enforcement. Or be sentenced
to exile into a black hole.
The investanaut is essentially a
seeker of wealth and fortune.
There are other kinds of seekers.
The seekers of power. The
seekers of fame. The seekers of
glory (fans of a certain football club
in Manchester, England fit into the
last category perfectly). These
paths diverge from one another
but there is also a Latin proverb,
“omnium Romam ducunt” which
translates to “All roads lead to
Rome”. 2,500 years ago a great
seeker taught his devotees that...
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“There are 3 things that cannot
be hidden for long: the Sun, the
Moon and the Truth”
~ the Lord Siddharta
Gautama Buddha
Therefore, no matter what anyone
seeks, the path to Enlightenment
is the search for the Truth. In the
Investment Universe, accessibility
to the Truth is the most important
factor in reaching the desired goal
of the investanaut:
• Truth in fundamental research
and technical analyses
• Truth in corporate governance
and disclosure
• Truth in the audit of P&Ls and
Balance Sheets of PLCs
• Truth in macro-economic
statistics and economic data
• Truth in the impact of fiscal or
monetary policy
• Truth in balance of trade and
balance of payment figures
• Truth in ratings of debt
securities, both sovereign and
private
• Truth in the reporting of crop
yields, climatic conditions,
pandemics
• Truth in manufacturing output,
oil production, property yields,
etc.
The list is not exhaustive, as the
Universe is vast and some parts
remain unchartered. Once the
investanaut is empowered by the
Truth, then he is able to formulate a
natural selection of investments.
The crux of the matter lies in the
method of investment. Indeed, the
galaxy of Investment Methods lies
at the core of the Investment
Universe.
There are but only two distinct
categories of investanauts in the
Investment Universe, i.e. the
Investors and the Traders. I can
say this with conviction after three
decades of experience in the
Capital Market.
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1. Investors are those individuals
(and institutions) who look for
investment returns over a
significant period of time, are
interested in a steady growth of
earnings, adequate capital
gains and require a meaningful
dividend yield.
2. Traders, on the other hand,
prefer a quick return over short
periods of time, are adverse to
locking up value in long
positions, have higher risk
tolerance and have a tendency
to speculate without too much
information or data about a
stock.

In other words,
investors are fruit
pickers, traders are
hunters. At this
crossroad, our
investanaut must
make a decision on
whether he wants to
be an investor or a
trader. He must be
very decisive in this
because, if he were
to change his mind in
mid-flight, his
spaceship might just
spin off into oblivion.
In other words, investors are fruit
pickers, traders are hunters. At
this crossroad, our investanaut
must make a decision on whether
he wants to be an investor or a
trader. He must be very decisive in
this because, if he were to change
his mind in mid-flight, his
spaceship might just spin off into
oblivion.

“Indecision is the worst crime!”
~ Sadhguru, quoting Lord
Krishna in the Bhagavad Gita
As I am writing for the Bombay
Stock Exchange Brokers' Forum
(BBF), let us imagine that the
investanaut is an Indian who
professes the Hindu faith. In the
Hindu tradition, the Hindu Trinity
consists of Lord Brahma as the
Creator, Lord Vishnu as the
Preserver and Lord Shiva as the
Destroyer, representing the
cyclical nature of man’s existence
from birth, preservation,
destruction to regeneration. In
choosing an appropriate
investment method, our
investanaut can draw inspiration
from the divine characteristics of
Lord Vishnu and Lord Shiva to
decide on whether to be a trader
or an investor.
The Vishnuistic Method
• Suitable for Investors
• Capital preservation is a priority
• Medium to long term holding
period of investments
• Prefer investments with steady
growth of earnings
• Regular dividends and
adequate capital gains
• Higher volume of research
material required
• Literature on the subject of
‘Investment’ is abundant and
accessible on-line.
The Shivaistic Method
• Suitable for Traders
• Higher speculative element
• Higher risk tolerance
• Higher velocity of trades
• Short term holding period
• Not too concerned with
dividend policies
• Smaller capital gains per trade
offset by higher frequency
• Use of leveraging to maximize
profits
• Hit-and-Run and Go-for-theKill strategies
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I, myself, am a trader and have
been for the last 32 years. Yes, I
had chosen the Shivaistic Method
long ago. I prefer to make money
the fastest way I can. I don’t like to
tie up my resources for long
periods of time. I treasure the
flexibility and agility of entering and
exiting the market whenever I
choose. It is like an expression of
freedom, an emancipation of the
soul.

Day is changing into
night. Our
investanaut is yet to
travel in his
spaceship through
the Investment
Universe. He is
standing on Manori
Beach watching the
sunset. Soon the
heavenly carpet will
be laid out and the
sky will be adorned
by millions of stars of
the Milky Way. He is
glad that he has read
this article and has
decided to follow
one of the methods
mentioned above.
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Naturally, in that period, I have had
my share of success and failure,
but then...
“Success consists of going
from failure to failure without
loss of enthusiasm”
~ Winston Churchill
Day is changing into night. Our
investanaut is yet to travel in his
spaceship through the Investment
Universe. He is standing on Manori
Beach watching the sunset. Soon
the heavenly carpet will be laid out
and the sky will be adorned by
millions of stars of the Milky Way.
He is glad that he has read this
article and has decided to follow
one of the methods mentioned
above. He is setting his goals and
his targets. Should he just land on
a small asteroid and take a few
selfies or should he conquer an
entire planet? His girlfriend has just
arrived in their Maruti Swift to pick
him up. She gets out of the car but
hides behind a coconut tree. He
sees her and they both run around
the tree seven times in true
Bollywood fashion albeit without a
single costume change. They get
into the car to drive back to their
condo in Borivali East. She asks
him whether he is serious about
venturing into investments. He
replies, “Don’t you remember
what Gandhi Ji said?”....
“You may never know what
results come of your actions,
but if you do nothing, there will
be no results”
~ Mohandas Karamchand
Gandhi

Vah Sab Hai. Jee Shukriya

Readers, please take note that the
contents of this article represent the
personal views of Dato’ (Dr) Azman
Manaf and is not the view of the
Committee of the Association of
Stockbroking Companies Malaysia.
Dato' Dr. Azman is currently the Managing
Director and CEO of the SJ Securities' Group
of Companies. He is also the Chairman of
Association of Stockbroking Companies
Malaysia (ASCM). In addition, he is involved
in agro-forestry projects in Papua New
Guinea through Aman Timber Group of
Companies (PNG) as Director and
Shareholder.
He graduated from the University of Reading,
UK and the College of Estate Management
with a Bachelors Degree in Land
Management and Valuation. He is also a
product of the prestigious Malay College
Kuala Kangsar, the country's premier public
school. He also holds a Capital Market
Securities Representative Licence (CMSRL)
issued by the Securities Commission. In
2019, he was conferred with an Honourary
Doctorate in Management by the Widad
University, Malaysia.
He has been at the forefront of the Capital
Market industry in Malaysia for the last 32
years. He is currently the Chairman of the
ASCM for a 7th term. ASCM represents the
Investment Banks and Stockbroking
Companies, both foreign and local. He has
dealt with a wide spectrum of international
firms including Rothschilds, Merrill Lynch,
Jardine Fleming, Nomura, Daiwa, Nikko,
Citicorp, Dongsuh and Brunei Investment
Agency, to name a few.
He has served on several public bodies,
agencies and NGOs, namely Finance Task
Force Committee of the Ministry of Finance
Malaysia, the Working Committee of the
Financial Services Professional Board of
Bank Negara Malaysia, the Market
Participants Committee of Bursa Malaysia,
the Bumiputra Training Fund and Bumiputra
Dealers' Representatives Education Fund,
as Trustee, for the Securities Commission of
Malaysia.
He sits as Advisor to the National Indian
Cooperative movement, specifically
Koperasi Penjaja Dan Peniaga Kecil India
SeMalaysia. He is also a member of Yayasan
Kebajikan Anak-Anak Yatim Malaysia, which
is the National Foundation for the welfare of
orphans. He is an avid golfer, and snooker
and pool player. He enjoys music and art,
and is a die-hard supporter of Manchester
United.
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RICH FOR LIFE

T

his time last year, I wrote an
article titled Richer and
Richer. It was written at the
start or the early stage of the
COVID-19 pandemic. People were
wondering if this pandemic could
be contained, and especially when
this can be contained. The
coronavirus is clearly a dangerous
and lethal threat to human health
and life. The fact that this threat is
invisible, could be anywhere, and
could be with anyone we meet,
poses a significant uncertainty to
all life decisions, from simple ones
such as visiting parents to complex
ones such as business and
investment activities. Every day, all
we could hear was: wash your
hands; keep your distance; wear
your mask!
Most of 2020 saw the slowing
down of the economy. Certain
business activities such as
restaurants, airlines, hotels were
significantly impacted by the
pandemic. People were losing jobs
or receiving pay cuts. Fear of the
effect of the pandemic triggered a
significant plunge in the Index.
Investors took a deep breath,
liquidated positions to prevent
further losses, or held positions
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with the hope that the markets
would soon recover.

The crisis experience
caused by this virus has
created many habits and
a wealth of knowledge
and skills. In fact, man
develops from every
crisis he experiences and
learns more quickly to
overcome disease and
crisis with the
advancement of his
knowledge and learning
from history.
This pandemic has lasted for a very
long time and has indeed caused
discomfort, to say the least, for
many people around the world.
Many are disadvantaged; even if
some are benefited in business,
almost none of those who are
getting richer feel comfortable and
safe regarding their health and
even their own lives. This

pandemic period has increasingly
made experts aware that “the
crisis is part of human DNA itself”
(Sindhunata, Basis, 2020). Like it
or not, mankind must be able to
live normally in the face of a reality
that was not be generally
accepted, in this massive manner.
New normal becomes a term to
remind mankind to accept the
situation and to come to terms with
conditions that seem to have
become part of human life until a
cure and vaccine are found that
can strengthen resistance so that
the virus is prevented.
This time this year, I am writing
again an article which I title Rich for
Life. Although COVID-19 still
lingers, the world now welcomes
vaccines to fight the coronavirus.
The vaccine brings hope to human
health and life. The vaccine starts
to bring back certain economic
activities. The vaccine starts to
move the markets to green.
The COVID-19 pandemic has
certainly changed the way we do
business. Take meetings for
example. Before, we needed to
prepare a room with a certain
capacity; we needed to provide
FORUM VIEWS - APRIL 2021

food and beverages or
refreshments to the participants.
This all took certain planning and
execution. Now, meetings with
thousands of participants can be
organized and executed instantly.
All you need is to broadcast the
meeting link or meeting ID and
password to invitees.
The pandemic has forced us to use
such an efficient virtual meeting, at
an extremely fast pace. Those who
were not familiar with this have no
choice but to learn how to log in
and attend a meeting. It is amusing
to see how fathers or mothers ask
their daughters or son what to click
on the keyboard. Or how business
owners who could not be bothered
with the computer screen, ask
their staff members how to attend
a meeting organized virtually. Now
that everyone is so familiar and so
comfortable with meeting virtually,
we wonder we would ever go back
to meeting physically, unless truly
urgent and necessary.
Clearly, virtual meeting saves
companies a lot of expenses.
Participants of the meeting do not
need to travel to the meeting place.
WFH or Work from Home, the
terms formerly used under
Business Continuity, now has
become usual terms in daily life.
The beauty of virtual meetings
among others is participants can
attend from anywhere: in the car, in
the office, or at home. All it takes is
an internet connection. When
participants join meeting from
home, they can make coffee or
play with their dogs with video off.
So, to some extent, COVID-19 has
brought new ways that make
people's life easier.
But then it must be asked what
does it mean to live easier in a
situation that still haunts mankind?
The short answer is the new
normal attitude and way of life.
With the discovery of this antivirus, namely the vaccine, this new
normal seems to be an alternative
that can even become the main
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choice and become a habit and
human skill. Because vaccination
does not mean that it will forever
avoid the possibility of the virus
mutating or that there will be other
viruses that are stronger, etc. This
of course would be the study of
virology and epidemiology.
Yuval Noah Harari, author of Homo
Deus: A Brief History of Tomorrow,
further emphasized that in this time
of crisis humanity was faced with
two big choices, namely between
totalitarian surveillance and
empowerment of citizenship, and
between isolation based on
national sentiment and global
solidarity. (A. Bagus Laksana,
“Exploring the Pandemic:
Melancholia and Hope”, Basis,
2021). The future brings many
possibilities for human communities that struggle intensively and
have true hope. If this hope is
worthy of being believed as the
direction of the struggle, then
collective energy is needed to
move towards that future. We can
use the thoughts of the French
philosopher, Gabriel Marcel, to
reflect on what kind of absolute
hope we imagine as a global
human community and the planet
we live in. Yes, of course not just an
ultimate, aimed hope, technically
instrumentalist hope, but a journey
into a realm where there are radical
and unexpected surprises. For
Marcel, that hope was born when
humans expanded their main
activities as humans, beyond
world experience, into the realm of
Mystery. (Idem)
The crisis experience caused by
this virus has created many habits
and a wealth of knowledge and
skills. In fact, man develops from
every crisis he experiences and
learns more quickly to overcome
disease and crisis with the
advancement of his knowledge
and lear ning from history.
Reflection on the experience of
situations and conditions of crisis
and emergency has strengthened
some values and beliefs based on

humanity and the environment and
has even made spiritual life in its
various forms and ways even more
interesting to talk about and
explore.
This crisis is not just a crisis that
has created many recessions and
bankruptcies in every area. Even
the rise in certain businesses is
only a symptom of this global
crisis. For example, increased
consumption can endanger
health, such as cigarettes and
drugs as well as all forms of
compensation and unhealthy
escape.
The medical crisis has given birth
to many names of the crisis, even
almost all the names that humans
have experienced throughout their
past and future history. It can be
called a global crisis and changing
the future of humanity, especially
in an era called post-modernism
with all its criticisms of all advances
in science and capitalism
materialism, and the emergence of
the post-truth phenomenon which
is spread through the fast-paced
and as if uncontrolled social media.
As the most serious global crisis
since the second world war, the
COVID-19 pandemic has invited
many responses, ranging from
crude nationalism, obsession
with economic growth and
epidemiological solutions,
criticism of globalism, to the
ideology of "certainty" by certain
fundamentalist religious groups
that are often fatalistic and fideistic.
Beyond these offerings, we need a
more basic value framework,
which can give us creative power
and be involved in the course of
history. The pandemic is not a
period of calculating first of all a
matter of loss and backwardness,
but a moment of reflection to build
hope and collective imagination
about the future. (A. Bagus
Laksana, idem).
The global crisis of this pandemic
is even more interesting because it
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is directly related to human
existence itself in plain view,
namely the phenomenon of
contracting a disease and
experiencing a gradual period of
illness until it reaches a critical
period that determines whether to
stay alive or die! Without knowing
it, people have suddenly spread
and contracted this invisible virus,
and so it's too late. Even by
following preventive procedures,
people can still catch and transmit
this virus.
It needs to be emphasized that the
new normal way of life, vaccination
programs, and the achievement of
herd immunity in society as well as
optimism and hope for the
recovery and revival of the global
economy and financial industry
inevitably will be business as
usual as before if not being
accompanied by innovation and
progress orientation based on
humanity and the environment.
Increasing the wealth and
prosperity of individual and group,
national and state entities, cannot
but pay attention to what is being
campaigned for in an ethical
business, namely, people, planet,
profit.
Ending this article, I happened to
watch a late broadcast of Britain’s
Got Talent 2020. There were ten
finalists, each with its differences
and uniqueness. Of the ten finalists
passed by the public votes, 5 were
magicians, 2 dancers, and 3
comedians. The public in Britain
was apparently delighted and
amazed by the appearance of
these magicians, dancers, and
comedians. The high number of
magicians who appeared and
entered the final can be interpreted
as a picture of people's interest to
remain amazed and to maintain
hope for amazing things that
could happen, to escape from
depression, or positively be
creative with all the possibilities
that humans can achieve. But
none of them made the top 3.
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Those who entered the top three
were group choir dancers and two
comedians. Two top 3 finalists had
previously received Golden
Buzzer. Clearly, those who
received Golden Buzzer were
those presenting theme that
touches the heart and connects
human empathy. The 14th series
of Britain’s Got Talent 2020 was
won by comedic pianist Jon
Courtenay, with sign-language
choir Sign Along With Us finishing
in second place and comedian
Steve Royle in third place.

A Danish philosopher
Søren Kierkegaard said,
“hope is the passion for
the possible”. So, it is
quite possible that he
said the wealth was just
a consequence of an
effort to create and
share the optimism and
hope of being free from
the pandemic and free
to live a better life for
the family and the
society.
It is most interesting to analyze the
three comedians, two of whom
were in the top 3. Excluded from
the three was the comedian whose
themes were about the struggle for
justice and non-discrimination
based on race and religion. Those
in the top 3 were two fathers who
have shared the same in terms of
their love for their families, and how
they tried to build family values,
especially in the face of financial
and economic pressures in this
pandemic.
The top 2 were the sign-language
choir and solo comedic pianist.
The two are incomparable. Both

have their uniqueness and how to
connect with the judges and the
public. I could guess already that
the winner was the one who could
touch the public in the actual
situation. He is the comedian
whose theme was always related
to the family amid a pandemic,
how it was experienced, and how
he hopes to be free from this
problem. And before appearing in
the final, he woke up and
immediately wrote down the ideas
he would bring to the Royal Variety
Performance, a gift along with the
£250,000 cash prize.
If we ask the winner, what does it
mean to be rich and for what? A
D a n i s h p h i l o s o p h e r S ø re n
Kierkegaard said, “hope is the
passion for the possible”. So, it is
quite possible that he said the
wealth was just a consequence of
an effort to create and share the
optimism and hope of being free
from the pandemic and free to live
a better life for the family and the
society.
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D i re c t o r o f I n d o n e s i a S e c u r i t i e s
Companies Association.
She was former President Director/CEO of
Merrill Lynch Indonesia (1995-2012),
Director/COO/CFO of Barings Indonesia
(1990-1995), and Director/Financial
Controller of Asuransi New Hampshire
Agung, a general insurance subsidiary of
American International Group (19861990).
She served as Commissioner of the
Jakarta Stock Exchange for 2 terms (20012004 and 2004-2007). Post-merger of the
Jakarta Stock Exchange and the Surabaya
Stock Exchange as Indonesia Stock
Exchange, Lily’s terms as Commissioner
was extended for 1 year (2007-2008).
She headed the Indonesia Securities
Companies Association as Coordinating
Chairperson for 2 terms (2005-2009 and
2009-2014). Prior to this position, Lily was
Secretary General (2002-2005) and Head
of Broker-Dealer Department of the
Association (1999-2002).
She graduated from Tamkang University,
Taipei, Taiwan. In 2015, she received the
highest award for Tamkang alumni:
Tamkang Elite “Golden Eagle” Award.
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ASSOCIATION OF
THAI SECURITIES
COMPANIES (ASCO)
Deputy
Secretary General

PROADKLAO
RUEANGNITIWIT
DIGITAL ASSET BUSINESSES
REGULATION IN THAILAND
Key Framework of Regulatory
Regime
Framework of regulatory regime
set out in the Digital Asset Decree
are similar to those under the
Securities and Exchange Act of
Thailand B.E. 2535 (as amend)
which govern securities such as
shares, warrants or debentures.
Regulations on the public offering
of digital tokens, the approval of
ICO portals have similar roles as
underwriter for a public offering of
securities.
Regulatory Framework is as
follow:
A. Emergency Decree on Digital
Asset Businesses B.E. 2561
I. Offering of Digital Tokens
• Digital Tokens
• Cryptocurrencies
• Issuers
• ICO Portals
II. Digital Asset Businesses
• Digital Asset Exchange
• Digital Asset Broker
• Digital Asset Dealer
B.Emergency Decree on the
Amendment of the Revenue
Code (No. 19) B.E. 2561
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I. New type of income
• a share of profit or any
benefit derived from
holding or having
possession of digital
tokens
• capital gains from transfer
of cryptocurrencies or
digital tokens
II. Impose withholding tax
obligations
Cryptocurrencies vs Digital
Tokens
By Thai law, Digital Assets
comprise of two types of
electronic assets “Cryptocurrencies” and “Digital
Tokens”. The key difference is that
Cryptocurrencies are created in
order to serve a particular purpose
as a medium of exchange, which
might exchange for goods,
services or other rights, or to be
used as consideration for trading
with other Digital Assets. On the
other hand, Digital Tokens are
generated to be used as a
determinant of rights, which could
be rights as an investor or the right
to receive specific goods or
services.

By Thai law, Digital Assets
comprise of two types of
electronic assets “Cryptocurrencies” and
“Digital Tokens”. The key
difference is that
Cryptocurrencies are
created in order to serve a
particular purpose as a
medium of exchange,
which might exchange for
goods, services or other
rights, or to be used as
consideration for trading
with other Digital Assets.
On the other hand, Digital
Tokens are generated to
be used as a determinant
of rights, which could be
rights as an investor or the
right to receive specific
goods or services.
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Cryptocurrencies
electronic data units
created on an electronic system or network
for the purpose of being a medium of
exchanging goods, services, rights, and trade
of Digital Assets

Digital Tokens
electronic data units
created on an electronic system or network
for determining:
• rights of an investor to participate in an investment into
any project or business (e.g. Investment token) or
• rights to receive specific goods, services or an agreed
(e.g. utility token)
other electronic data units as designated by the SEC
.

.

other electronic data units as designated
by the SEC

Regulatory Regime on Cryptocurrencies and ICOs
The key take-away of the Digital Asset Business Decree is that there are
two activities which are regulated under this law, namely (1) the offering of
digital tokens to the public in the primary market and (2) the operation of
Digital Asset Businesses in the secondary market.

ICO Portal
Public offering of digital tokens
must be done through the digital
token offering system provider or
“ICO Portal” approved by the SEC
and will be required to undertake
the following roles:
• ICO Portal must be a company
established in Thailand with its
registered capital of not less than
THB 5 million (approx. USD 0.17
million), with a proper working
system, due management
structure and sufficient
responsible personnel to operate
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the ICO Portal. The financial
status of the ICO Portal operator
must be in a good condition and
should not pose any potential
risks to its customers.
• Conduct due diligence on the
digital tokens offering including
the qualifications of the offeror
and the source code of the smart
contract used to create the digital
token.
• The directors and executives
must not have any prohibited
characteristics as prescribed by
the SEC.

• The major responsibilities of ICO
Portal are similar to Financial
Advisors (FAs) in traditional IPO
deals and funding portals in
equity crowdfunding deals.
» Responsibilities toward ICO
projects: ICO Portals are to
conduct an analysis to ensure
the characteristics of the Digital
Tokens to be offered, the
qualifications of the issuer and
the accuracy of the registration
statement and prospectus.
» Responsibilities toward
investors: KYC/CDD Investors,
categorize and inform their
rights and limitations, provide a
knowledge test.
• ICO Portals will be considered as
a “Financial Institutions” under
AML/CTF laws and must comply
with several obligations, including
KYC/CDD and transaction
reporting, etc.
• Fees
» Application fee: THB 50,000
(approx. USD 1,700)
» Annual fee: THB 100,000
(approx. USD 3,330)
• Investors
» For public offerings of Digital
Tokens:
- For institutional Investors,
Ultra High-Net Worth,
Private Equity, Venture
Capital - No limit.
- For Retail Investors: THB
300,000 ((approx. USD
10,000) per person per
round of offering.
• For trading Cryptocurrencies or
Digital Tokens in an Exchange or
with a Dealer or a Broker - No
limit.
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Operator of Digital Asset Businesses
Digital Asset Exchange

Digital Asset Broker

Digital Asset Dealer

Required License
under Digital Asset
Business Decree

License from the Minister of Finance

Key qualifications
for license
application

• Company established in
Thailand
• Paid-up registered capital
≥ THB 50 million (approx.
USD 1.77 million) for
normal exchange or ≥
THB 25 million (approx.
USD 0.84 million) for nonasset keeping exchange

Key compliance

• Maintain its shareholder’s • Maintain its shareholder’s
equity ≥ half of specified
equity ≥ half of specified
paid-up registered capital
paid-up registered
• Must screen products and
capital
• Must take into account
maintain appropriate
the client’s suitability and
cyber security systems,
maintain appropriate
asset safekeeping and a
fair marketplace
cyber security systems,
and asset safekeeping

Requirements for
trading pairs

The operator can receive “Thai Baht” or “Cryptocurrencies listed by the SEC” to be used
as trading pairs. These cryptocurrencies must be obtained from the sale, exchange or
deposits with approved Digital Asset Businesses.

Consideration
under AML/CTF
laws

The operator will be considered as a “Financial Institution” under AML/CTF laws and must
comply with several obligations, including KYC/CDD and transaction reporting, etc.
• License fee: THB 2.5
million (approx. USD 0.08
million) for operating
Cryptocurrencies
Exchange and THB 2.5
million (approx. USD 0.08
million) for operating
Digital Tokens Exchange

Fees

• Company established in
• Company established in
Thailand
Thailand
• Paid-up registered capital • Paid-up registered capital
≥ THB 25 million (approx.
≥ THB 5 million (approx.
USD 0.84 million) for
USD 0.17 million) for
normal broker or ≥ THB 5
normal dealer or ≥ THB 1
million (approx. USD 0.17
million (approx. USD 0.03
million) for non-asset
million) for non-asset
keeping exchange
keeping exchange

• Annual fee: 0.002% of the • License application: THB
total trading values and
30,000 (approx. USD
the annual fee is in the
1,000) for each license
range of THB 0.5 - 20
million (approx. USD 0.02
- 0.67 million)

• License fee: THB 1.25
• Annual fee: 0.001% of the • License application: THB
million (approx. USD 0.04
total trading values and
30,000 (approx. USD
million) for operating
the annual fee is in the
1,000) for each license
Cryptocurrencies Broker
range of THB 0.25 - 10
and THB 1.25 million
million (approx. USD 0.01
(approx. USD 0.04 million)
- 0.33 million)
for operating Digital
Tokens Broker
• License fee: THB 1 million • Annual fee: 1% of the
(approx. USD 0.03 million)
profit from the dealing of
for operating
Digital Assets and the
Cryptocurrencies Dealer
annual fee is in the range
and THB 1 million
of THB 0.1 - 5 million
(approx. USD 0.03 million)
(approx. USD 0.003 for operating Digital
0.17 million)
Tokens Dealer
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• Maintain its shareholder’s
equity ≥ half of specified
paid-up registered
capital

• License application: THB
30,000 (approx. USD
1,000) for each license
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Financial Institutions’Participation
Scope of potential business operation of financial institutions under Bank of Thailand’s guidance
Issuer
Investment
Investment in
Digital
ICO
of
in ICO
Cryptocurrencies
Asset
Advisory
Digital Portal
(Primary
(Secondary
Businesses
Tokens
Market)
Market)
Financial Institutions
Securities Companies
Asset Management Companies
Insurance companies
Venture Capitals
Able to conduct with prior approval from the SEC and compliance with regulations of relevant authorities
The Bank of Thailand has requested cooperation on not participating
Financial Institutions can only solicit or provide any advice for investment in digital assets to customers who are
institutional investors, ultra high net worth investors, and high-net worth investors.
For other companies in the financial group that are not specifically by specific regulators, the parent company
must obtain approval from the Bank of Thailand on the case-by-case basis.

Any individual (both Thai and non-Thai tax residents) who derives such income
will be subject to a withholding tax at the rate of 15%. It is important to note that
15% withholding tax is not a final tax, the individual recipients still be required to
include such income into their personal income tax return filing.
Tax Implications
Emergency Decree No. 19
amending the Thai Revenue Code
was issued to include income and
gains derived from, or on disposal
of, digital assets businesses and
the ICO industry in assessable
income, as well as to add a
withholding tax requirement.
Any individual (both Thai and nonThai tax residents) who derives
such income will be subject to a

withholding tax at the rate of 15%.
It is important to note that 15%
withholding tax is not a final tax,
the individual recipients still be
required to include such income
into their personal income tax
return filing. The 15% withholding
tax will be imposed on non-Thai
tax resident corporate entities,
while Thai tax resident corporate
entities would be required to
include such income in their
corporate income tax return filing.

Net profits are subject to
corporate income tax at 20%.

Proadklao Rueangnitiwit is the Deputy
Secretary General of Association of Thai
Securities Companies (ASCO), starting
from 2007. Prior to ASCO, She spent 16
years working in Asset Management and
Venture Capital Business in Thailand. She
was educated at the Chulalongkorn
University with a Bachelor Degree in Law
and has a Master Degree in Business
Administration from the US.

Related link:
• The Emergency Decree on Digital Asset Businesses B.E. 2561 (English translation)
• https://www.sec.or.th/EN/Documents/ActandRoyalEnactment/RoyalEnactment/enactment-digitalasset2018.pdf
• Summary of the Emergency Decree on Digital Asset Businesses B.E. 2561
• https://www.sec.or.th/TH/Documents/DigitalAsset/enactment_digital_2561_summary_en.pdf
Source:
• The Securities and Exchange Commission - Thailand
• The Bank of Thailand
• Cryptocurrencies and ICOs - challenging the regulatory perimeter : Delloitte
• Regulatory Guide : Baker McKenzie
• ICOs and Regulation in Thailand - Linklaters
• Digital Asset Blog : PWC
Disclaimer: This article was prepared by author in personal capacity. The content expressed in this article does not bound by the original
affiliation. Author assumes no responsibility or liability for any errors or omissions in the content of the article. The information contained in
this article is provided "as is" basis with no guarantees of completeness, accuracy, usefulness, timeliness or of the results obtained from
the use of this information.
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THE THAI BOND
MARKET ASSOCIATION
(ThaiBMA)
President

TADA
PHUTTHITADA
THAILAND’S CORPORATE BOND MARKET - MOVING
TOWARDS DIGITALIZATION AND SUSTAINABILITY

T

he COVID-19 has been the worst pandemic
threatening humanity in the century
undoubtedly, but at the same time it has
been the catalyst or disruptor for many changes.
Change on how we live by being more
precautionary and being more grateful for good
health and change on how we do our duties and
responsibilities by adapting technology. We
understand that it is important to be resilient for any
changes and challenges in order to move forward.

Before sharing the development on Thai bond
market, first let me introduce who we are.
ThaiBMA is a securities business-related
association under the Securities and Exchange
Commission Act. Our main purposes are to be a
self-regulatory organization (SRO) for a fair and
efficient operation of the bond market and to be an
information center for the Thai bond market. Our
roles are focused on working with dealers,
issuers, investors, regulators and market
stakeholders to promote market development
and standards.

With speedy growth in
corporate bond market, it is
essential to enhance ecosystem
for steady development going
forward. Unlike government
bonds, corporate bonds are
largely held by individual
investors which prefer to hold
bonds in physical form or
scrip format.

For the development of Thai bond market, back in
1997 before the Asian financial crisis, the
outstanding of Thai bond market was only 12%
per GDP, while other sources of funding as bank
loan and equity were at 131% and 24% per GDP
respectively. From 1998, the government has
been working closely with the private sector to
develop Thai bond market for sustainable growth.
After years of efforts, the size of Thai bond market
has been increasing significantly to reach 90% per
GDP at the end of 2020 with figures of bank loan
and equity at 104% and 102% per GDP
respectively. So we could state that the main three
pillars of Thailand’s funding sources, bank loan,
equity and bonds are now well-balanced.
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Figure 1. The Outstanding Value of Thailand’s
Financial Market since 1997
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Classifying into the types of bonds, the outstanding
value of government bond has relentlessly
dominated Thai bond market with 43% share of the
total outstanding value in Thai bond market in 2020.
Corporate bond ranked the second which
accounted for 26% share, followed by bank of
Thailand bond that shared 24% of the total
outstanding value of Thai bond market.
Nonetheless, one noteworthy fact is that the
outstanding value of corporate bond has
surpassed the outstanding value of bank of
Thailand bond in the recent few years, underlining
that corporates in Thailand tend to diversify their
sources of funding into bond market actively.

subscription process to just three days from seven
days, reducing data entry redundancy and creating
single source of bondholder’s information. Its
features included a validator for subscription data,
smart contract for automatic event notification,
real-time information portal for registrar/issuers and
e-bond passbook for investors.
E-bond passbook was designed to be corporate
bond investment and information center for
individual investors. It provides real time bond
holding data regardless of any registrars. Investors
would also be able to receive direct notifications on
bondholders’ meeting schedule, book closing date,
interest payment date, interest received date,
principal payment date and etc.
Figure 3. Screens of E-Bond Passbook

Figure 2. The Outstanding Value of Thai Bond
Market classified by Types

With speedy growth in corporate bond market, it is
essential to enhance ecosystem for steady
development going forward. Unlike government
bonds, corporate bonds are largely held by
individual investors which prefer to hold bonds in
physical form or scrip format. Therefore, trading
and settlement process could take time as registrar
verification and physical transfer are required for
each transaction. Moreover, information is
fragmented as there are many registrars and no
completed set of holder information.

The “RSP1” has been approved under the
regulatory sandbox by the SEC on December 11th,
2019. The first DLT corporate bond was then issued
by Toyota Leasing (Thailand) Co. Ltd on December
17th, 2019 with the issue size of THB 500 million
and tenor of 11 months and 29 days. This DLT
corporate bond “RSP1”, the first of its kind in
Thailand, has shown how technology can deliver
faster, more efficient transactions for bond issuers,
underwriters and investors. It has served as a major
step towards Thailand’s capital market digital
infrastructure initiative.
Figure 4. Screen of Registrar service platform
(RSP) phase 1

To address this shortfall, ThaiBMA has collaborated
with market stakeholders such as registrars,
underwriters, issuers and related parties to initiate
“Registrar service platform (RSP) phase 1”
using Distributed Ledger Technology (DLT). The
objective was to enhance the efficiency of
corporate bond issuance process by shortening
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Further to the first DLT corporate bond in Thailand,
ThaiBMA has continued to move towards
digitalization of the bond market ecosystem.
Applying technology into Thai bond market is one of
the proposals we have been working to improve
market efficiency.
As the COVID-19 became the talk of the world, we
accelerated our digital transformation projects to
support key bond market stakeholders. Since last
year we have launched 3 digitalized platforms
which target each group of market stakeholders like
investors, underwriters and issuers.
The first platform launched in June 2020 is a mobile
application so-called MeBond. It works as an
electronic bond passbook assisting individual
investors to centralize their bond investment into
one place. Investors would be able to monitor their
bond portfolio with regards to periodical cash flows,
interest payments, maturity profile, average yield
and maturity of investment. Also, investors would
receive relevant timely notifications related to their
bond portfolio. Investors could find news and
various Thai bond market information on this
application, for instance - upcoming bond issuance
from both public and private sector, government
bond yield movement, credit spread, and real-time
intraday market movement as well as non-resident
fund flows.
Figure 5. Screens of MeBond Application

The second platform “E-Book Building”
launched in June 2020 as well is the web-based
platform designed to enhance book building
process and help underwriters perform their tasks
more effectively and efficiently. But what is book
building, it is the process done by underwriters to
determine the offered price at initial price offering of
a security which in this case is bond through
demand survey with institutional investors.
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Normally the process takes weeks and is burden in
terms of input operation. The E-Book Building helps
reducing troublesomeness on input operation and
information reconciliation, shorten the time of the
process and present virtual allocation in many
dimensions. It also provides order confirmations
and an audit trail to help clarifying any
misunderstandings for users.
Figure 6. Screen of E-Book Building

With growing number of ESG bond
in Thailand, ThaiBMA in
collaboration with the Securities and
Exchange Commission of Thailand
(SEC), has launched the ESG
information platform as one-stop
information portal on green, social
and sustainability bonds, available to
the public on ThaiBMA website
since October 2020. Also we are
delighted to play a big role in driving
Thailand’s ESG bond onwards.
The third platform “Smart Funding Solution”,
which launched recently in early 2021, is a webbased application designed for corporate bond
issuers to efficiently monitor and manage their
cashflows of ongoing bond payment obligations.
Issuers could monitor average cost of funding of
their companies comparing with peers in similar
credit rating and business sector. It facilitates
issuers to simulate new bond issuance plan based
on updated market information with credit spread
and yield generated automatically by the system.
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Figure 7. Screen of Smart Funding Solution

Apart from the acceleration to digital
transformation, the COVID-19 crisis has highlighted
an importance of sustainability or environmental,
social and governance (ESG). In 2020 despite
unconventional economic slowdown from the
pandemic, the issuance of ESG bonds in Thailand
recorded new historical high by rising 188% to THB
86.4 billion or USD 2.9 billion compared to 2019.
Now the accumulated outstanding value of ESG
bonds in Thailand is at THB 124 billion or USD 4.15
billion. Thailand’s Ministry of Finance (MOF) has
become the first and the largest issuer of ESG
sustainability bond, the first of its kind in ASEAN.
The proceeds from the MOF sustainability bond
were used for 2 government projects - the MRT
Mass transit orange line and COVID-19 relief
package.
With growing number of ESG bond in Thailand,
ThaiBMA in collaboration with the Securities and
Exchange Commission of Thailand (SEC), has
launched the ESG information platform as one-stop
information portal on green, social and
sustainability bonds, available to the public on
ThaiBMA website since October 2020. Also we are
delighted to play a big role in driving Thailand’s ESG
bond onwards.
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In conclusion, as the COVID-19 outbreak remains a
concern and the end is yet unforeseeable so there
would be more changes happen for all of us in the
future ahead. Thai bond market so far has been
resilient to go through crises and we hope that
lessons learned from this crisis will be the stepping
stone for sustainable growth. And we at ThaiBMA
are ready to adapt, explore and collaborate for new
challenges that work best for market stakeholders,
the industry and the economy as a whole.
Tada Phutthitada has been the President of the Thai Bond
Market Association (ThaiBMA) since 2014. He is responsible
for ensuring the organization serves its purposes as a SelfRegulatory Organization (SRO), an information center for the
Thai Bond market, including market conventions and Bond
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members and for bond market development.
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Ministry of Finance as an economist. In 2001, he joined the
Public Debt Management Office (PDMO), and since then he
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government policies about the Bond Market Development to
enhance stability in the financial market and the country's
economy. He also engaged in International financial
cooperation in a number of positions in PDMO. He was the
Director of Bond market development Bureau. His last position
before joining the ThaiBMA was the Director of Bureau of Policy
and Planning at the Public Debt Management Office, Ministry of
Finance. He was responsible for planning and managing
Mega-projects Financing and infrastructure development for
both government and state-owned enterprises, including
domestic borrowing, international loan, and other financing
tools, as well as the guarantee mechanism.
He obtained his Bachelor of Social Science in Socio-Economic
Planning in 1987 at University of Tsukuba, and his Master of Art
in Economics in 1989 at Yokohama National University in
Japan.
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TRUSTWITHTRADE
GROUP, UAE

Chief Executive Officer

ARSHI AYUB
MOHAMED ZAVERI
UAE GLOBAL AFFAIRS
Hope Probe
The Emirates Mars Mission "Hope
Probe" is the first probe to provide a
complete picture of the Martian
atmosphere and its layers on
reaching the red planet’s orbit in
2021. It intends to provision
answers about the global Martian
atmosphere and the loss of
hydrogen and oxygen gases into
space over the span of one Martian
year. UAE is the 5th nation ever to
reach the red planet.
The objective of the mission is to
obtain the first complete picture of
the Martian Atmosphere.
Understand climate dynamics and
the global weather map through
characterizing the lower
atmosphere of Mars. To explain
how the weather changes the
escape of Hydrogen and Oxygen
through correlating the lower
atmosphere conditions with the
upper atmosphere. And to
understand the structure and
variability of Hydrogen and Oxygen
in the upper atmosphere, as well as
identifying why Mars is losing them
into space.
Not only has the mission stimulated
a scientific awakening in the UAE, it
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has also depicted the country’s
commitment to multi-lateralism,
particularly when it comes to space
exploration and the data behind it.

UAE and India share a
strong and amicable
relationship. The ties were
further cemented during
the pandemic when both
nations extend further
steps to enhance
cooperation on bilateral,
regional and multilateral
fronts in the post-COVID
era, including the welfare
of the large Indian
community in the Emirates.
Abraham Accords: UAE &
ISRAEL
A high-level diplomatic agreement
and a landmark moment for both
nations to reinstate peace, security
and overall prosperity. UAEs
decision to normalize its ties with

Israel is a natural extension of its
goal to deepen strategic and
economic ties with nations globally.
The United Arab Emirates presently
has been expanding cooperation in
security with Israel in areas of cyber
security and cyber intelligence.
New positive forward thinking
has emerged in the region
spearheaded by H.H Mohamed bin
Zayed Al Nahyan, Crown Prince of
Abu Dhabi and Deputy Supreme
Commander of the UAE Armed
Forces, whose vision is helping to
create a peaceful co-existence and
connection, based on a shared
belief in the unity of God found in
both Judaism and Islam.
Israel and the UAE as nations, are
fully committed to commence a
partnership of prosperity and
development that shall transform
the lives of many in the region
especially for the younger
generations to collectively harness
the power of science, technology &
innovation.
As a nation the UAE has
established itself as a global
business hub, paying way for
cooperation among Israelis and
other Arab countries, creating solid
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foundations for economic and
political neutrality. Since before the
country’s founding in 1971, UAE
society has encouraged tolerance
and inclusion.
The UAE is home to a diverse
population of 200 nationalities and
practitioners of numerous faiths
who live and worship side-by-side.
This is because the Nation has a
different kind of vision for its people,
one which is an alternative, futureoriented model that supports
moderate Islam, empowers
women, embraces diversity,
encourages innovation and
welcomes global engagement. The
UAE is now a regional peacemaker
and the significance of the UAE’s
agreement have been a catalyst for
three other countries-Bahrain,
Sudan, and Morocco-to mend
fences with Israel.
End to the Qatar Blockade:
The UAE signed the AlUla
Agreement, which paves the way
for the re-establishment of
diplomatic relations with Qatar. The
nations found a resolution to
differences and agreed to a
restoration of all diplomatic ties.
The restoration of ties between
Qatar and the remainder of the
GCC opens up a great deal of
opportunity for entrepreneurs and
the startup sector as a whole. This
opportunity lies both ways.
Startups and entrepreneurs now in
both the nations have a far wider
and diverse market in which to
launch their products and services.
Knowledge sharing is an important
aspect of the startup community
and with more openness in the
region, this can only get better. One
can witness real opportunities in
the travel and hospitality sectors.
With airspace now open, regional
carriers will be able to ferry both
leisure and business travelers into
and out of Doha airport, once the
effect of the pandemic eases.
Overall peace and prosperity is
beginning to shadow the middle
161

east, which is a moment of pride for
all.
Strengthening tie-ups with
India
UAE and India share a strong and
amicable relationship. The ties
were further cemented during the
pandemic when both nations
extend further steps to enhance
cooperation on bilateral, regional
and multilateral fronts in the postCOVID era, including the welfare of
the large Indian community in the
Emirates. With sturdy circulation of
bilateral investments and an annual
bilateral trade of about USD 60
billion, the UAE is India's thirdlargest trade partner.
India has welcomed further
investments from the UAE in key
sectors of the Indian economy
inclusive of infrastructure, logistics,
food parks, highways, ports,
airports, renewable energy and
defense.
As the pandemic created
challenges across the world, it
paved a good an opportunity for
the two nations to come closer and
extend a recurring aid to support
each other, during the crisis.
In 2020 alone, the UAE sent 7
metric tonnes of medical supplies
to India to fortify its fight against the
COVID-19 pandemic. UAE support
to India comes in acknowledgment
of the sincere and traditional
relations shared by the two
countries throughout the years.
India also welcomed the
normalisation of ties between the
UAE and Israel, its key strategic
allies, under the Abraham Accords,
asserting its support to peace,
stability and development.
The normalization of the UAE-Israel
ties is a remarkable moment and
shall be beneficial for all nations at
large.
Global investment opportunities
in the UAE

Investing in the United Arab
Emirates is positive, and is
encouraged by a business-friendly
legal, regulatory, and financial
environment. As a liberal economy,
the UAE is a stable, investor-friendly
global hub. Investment in the UAE
is growing, with an expanding
range of asset classes for investors
to choose and venture.
Getting a license to set up a local
business to trade locally in the UAE
is simple, cost effective and some
legal structures can be set up with
100% foreign ownership.
The determiner for many investors
is the fact that the UAE is an haven
of economic, financial, and political
calm. The government’s vision for
the country offers certainty and
stability for investors and markets.
As a result, many are comfortable
to investing in the Emirates.
UAE property is a popular asset
class that has been on the list of
investors for almost three decades.
Handsome profits have been
made, with good incomes on
annual rentals.
To stabilize the nation’s property
market, in mid-2019 the
government launched a retirement
visa and issued the so-called
‘Golden Card’ long-term residence
permits for investors. New laws on
freehold ownership for expats
buying apartments, villas, and land
were introduced.
There is no personal income tax in
the UAE. There are no capital gains
tax on the disposal of real estate or
securities by an individual. Rental
income is taxed at 5% (except in
Abu Dhabi, where there is no
municipal tax on rented premises,
however, landlords must pay
license fees).
The Economic Diversification
Policy of the UAE is aided by the
c o u n t r y ’s c o m m i t m e n t t o
strengthen a knowledge-based
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economy. Driven by innovation, the
UAE Government announced the
Emirates Science, Technology and
Innovation Higher Policy in 2015
which includes 100 national
initiatives in the educational sector,
health, energy, transportation,
s p a c e a n d w a t e r, a n d a n
investment of over USD 81.7 billion
(AED 300.0 billion) in the sectors of
novel national policies in legislation,
investment, technology, education
and finance – all of which would
bring gains that will exceed beyond
the borders of the Emirates.
Various investment opportunities in
the non-oil sector is already
witnessing massive growth, and
one that is anticipated to steadily
a u g m e n t . Te c h n o l o g y - a i d e d
applications and platforms for
patient care and engagement,
medical data analytics are
witnessing a momentum and is
creating market demand in the
UAE. Medical products such as
developing 3D printed teeth,
bones, prosthetic limbs, artificial
organs and medical and surgical
devices and hearing aids are paving
way for large investments in the
medical and healthcare sector.
Digital technologies that support
the efficient energy generation,
handling and data communication
are disruptive and path breaking.
Software and infrastructure
spending is creating a digital world
for the energy sector, facilitating
more flexible network operation,
demand management and
integration of renewable resources.
The Innovation Strategy, 4th
Industrial Revolution Strategy led
by the UAE with relevant policies,
including Emirate level strategies,
investment opportunities in digital
technologies in the energy sector is
a definitely a preferred arena of
international investments.
UAE is set to accomplish
milestones, inclusive of fully
optimizing the power of artificial
intelligence (AI). In alignment with
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the leadership, the nation intends to
deploy AI technology, whilst
ensuring that the UAE is at the apex
vis-à-vis AI investments across all
sectors, which will not only attract
the most ingenious minds and
innovative business’s but will also
remodel the markets and innovate
multiple investment channels.

telecommunications, and even
agriculture. In addition to jobs
creation and revenues generated to
stimulate GDP growth, the UAE
upholds this sector’s significance in
peace, cultural preservation and
real progress.

Artificial Intelligence: The
Centennial Vision 2057 of Abu
Dhabi Police includes more than 50
strategic initiatives harnessed by
artificial intelligence and
enterprising thinking in the future
security work. Along with the rest of
the Emirates' plans to leverage on
the power of AI, such initiatives
would accelerate government
investments, as well as force the
market to reopen itself and curate
the unthinkable.

Arshi Ayub Zaveri is dedicated to active
partnerships that necessitate substructuring of strategic initiations,
economic & political management,
business & financial aid along with overall
assistance for the MENA & Asia Pacific.
Completed academic credentials in
Public Policy Economics from University
of Oxford.

Supported by the UAE Green
Economy Initiative as well as the
UAE 2050 Energy Goals54 and its
corresponding USD 163.4 billion
(AED 600 billion) investment is to
commence and devise the energy
ecosystem of the UAE. The sector
is expected to stimulate investment
opportunities in various underlying
sectors, especially in the relevant
technologies and structures in
innovation to making the buildings
sector highly energy efficient. The
UAE in sincerely delivering on its
national goals for energy efficiency
that makes investing in this domain,
a priority.
Tourism UAE
The Travel and Tourism Sector and
its annual growth and positive
contribution to the UAE economy is
a clear testament of the bright
future of this sector, projecting a
steady growth and an positive
trajectory, making the sector
lucrative for investors seeking to
start or expand their businesses in
the UAE. This sector is also known
to be a catalyst in the growth in
other businesses, from retail
and service industries, to
manufacturing, entertainment,

• CEO at Trust with Trade Group LLC,
focused upon strategic joint ventures,
Manufacturing O&G supplies, Mining,
R e n e w a b l e E n e r g y, W a s t e
management, Biotechnology and
sustainability. The group holding is also
deploying equity investment, start up
incubation & early mentoring for young
entrepreneurs.
• Senior Advisor Royal Family Offices,
Abu Dhabi UAE to foster investments
across ME, Central & southern Asia,
EU & USA.
• Board Member at the Al Suwaidi
Private Group & Al Emarat United, Abu
Dhabi, UAE: Entities under the Group
are Abu Dhabi Art & Culture Society
(Art encouragement & Trade), Emirates
Art & Culture Academy EACA (Training
and Education), HART - Art & Culture E
Trading (Online Trade).
• World Peace Ambassador; United
Arab Emirates, at World Peace Tracts.
• Senator, UAE at World Business
Angels Investments Forum (WBAF)
• Executive Board at the “Fight Cancer
Global”.
• Diplomatic World Ambassador; UAE at
DIPLOMATIC WORLD headquartered
at Brussels, Belgium. (Co - Founder of
“Willow” a Non - Profit Organization
headquartered in Belgium, to support
education, entrepreneurship, culture &
diplomacy in EU & ME).
• Co-Chairperson of the Leaders
Without Borders Development Centre,
Canada
• Jury Member at IWoman Global (“Care
for Farmer” Initiative, Empower &
excellence awards, “Take Care” App
f o r w o m e n s a f e t y, h e a l t h &
surveillance).
• Expert Council at G.World MENA, a
platform to facilitate ‘Alternative
Investments.
• Board Advisor at the Global Mental
Health Association (GMHA) USA.
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S&P GLOBAL MARKET
INTELLIGENCE

Associate Director

SUMING XUE
FUND FINANCING THROUGH A CREDIT LENS
CREDIT RISK FACTORS FOR ALTERNATIVE INVESTMENT FUNDS (AIFS)

T

his is the second blog in a
three-part series on AIFs.
These funds provide an
option to invest in different asset
classes - such as hedge funds (HFs)
and private equity (PE) - primarily for
Limited Partners (LPs) that are
typically large pension funds,
insurance companies, and family
offices.

S&P Global Market
Intelligence’s AIF Credit
Assessment Scorecard is
constructed to assist in
analysing the specific risk
factors relevant to AIFs.
This includes such factors
as concentration, market
risk, funding and liquidity
risk, and country-level
issues.
In the first blog, Fund Financing
Through a Credit Lens:
Understanding the Basics of AIFs,
we looked at how fund financing
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works and a number of critical
factors to consider when assessing
AIF exposure. We now look further
at some of the potential risks with
AIFs and available tools to evaluate
their creditworthiness.
Key questions when assessing
an AIF’s creditworthiness
Identifying an AIF’s potential credit
risks may be challenging, and a
series of questions should be
addressed to help better
understand the financial strengths
and weaknesses.
1. Could the AIF see a steep
loss in value in the event
of adverse economic
situations? The value of the
assets could be reduced due to
unfavorable market conditions,
which would impair the credit
quality of the fund.
2. How stable is the AIF’s source
of funding and the investor
capital base? The stability of
the investor capital base is driven
by a combination of three
factors: permanence of capital,
diversity, and the strength of
equity investors. Permanent
capital without redemption rights
from a diverse base of highlyrated LPs represents a positive

situation. As such, capital would
likely be readily available to
absorb any losses.
3. Does the AIF have liquidity to
service its debts and meet
any other obligations? The
fund’s liquidity is measured by its
liquidity needs versus the
potential sources of liquidity. An
AIF with mixed assets that are
strong and marketable and of
different maturities should offer
the fund the ability to quickly
dispose of assets in times of
stress without a significant
discount.
4. Could additional risks arise
from the countries in
which the AIF operates?
Any geopolitical concerns
c o u l d h a m p e r a f u n d ’s
creditworthiness.
5. Does the AIF have a good
track record on performance?
A fund needs sufficient cash
flows to cover its financial
commitments. A fund that has
exhibited strong profitability and
an extensive track record is likely
to be able to weather turbulent
market conditions.
S&P Global Market Intelligence’s AIF
Credit Assessment Scorecard is
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constructed to assist in analysing
the specific risk factors relevant to
AIFs. This includes such factors as
concentration, market risk, funding
and liquidity risk, and country-level
issues. In addition, a good
understanding of an AIF's
investment performance track
record, its internal governance and
risk management practices, and the
regulatory environment in markets in
which it operates can further refine
the analysis.
An example of recovery
prospects with subscription
credit facilities
Historically, subscription credit
facilities (capital call facilities) have
been used for short-term bridge
financing, secured against
investors’ committed capital (see
Figure 1 for an illustration of a facility
structure). According to Preqin, in
the past decade, the proportion of
funds using subscription credit
facilities peaked at 53% for vintage
2016 funds, more than double prefinancial crises 2007-2008 levels.1
This expansion of subscription
credit facilities can be attributed to
the fact that these facilities lend
against the LP’s uncalled capital
commitment, 2 rather than the
investments held by the fund. This
has the benefit of improving liquidity
and operating efficiency, and
enhancing competitiveness in
investment bidding and cash flow
management.

Typically, the primary source of
repayment for a subscription credit
facility is from the unfunded capital
commitment of the eligible LPs.3
Increased pressure due to COVID19 has made many lenders (both
private lenders, as well as financial
institutions) ponder what the impact
would be if an AIF fails to repay a
subscription credit facility, or if LPs
are not in a position to pay and/or
the amount called from the LPs is a
significant amount of an LP’s total
commitment.4
To address this concern, S&P
Global Market Intelligence’s Capital
Call Facility Loss-Given Default
(LGD) model is designed to identify
key aspects that one should
consider to assess such potential
losses. This includes the
creditworthiness of eligible LPs and
their total committed, as well as
unfunded, capital and their previous
loss experience.
As mentioned earlier, identifying an
AIF’s potential credit risks may be
challenging, and there are a number
of questions that should be
considered. Taking these questions
into account, S&P Global Market
Intelligence’s AIF Credit Assessment
Scorecard helps assess the
likelihood that an AIF will default, and
the Capital Call Facility LGD model
provides an indication of the
potential loss in the event of default.
Together they provide lenders with a
holistic view of credit risk.

1. “Subscription Credit Facilities”, Preqin
Special Report, June 2019.
2. Uncalled capital commitment is the portion
of an investor’s capital commitment that is
unfunded and may be subject to a capital
call, excluding any amounts subject to a
pending capital call that have not yet been
funded as a capital contribution.
3. Eligible LPs are those that meet the criteria
lenders set in the subscription credit facility
agreement, for example, having an
acceptable credit rating.
4. There has been only one known
institutional default, i.e., Abraaj Group
liquidation case in 2018/19. Although there
is an elevated concern at the systemic
risks given the sizeable exposure to such
facilities and the recent influx of new
providers entering the subscription lending
market from Europe, the U.S., and Asia,
there is no anecdotal evidence suggesting
that any AIFs failed to repay subscription
credit facilities. The purpose of the article is
to suggest a tool for estimating the LGD for
subscription line facilities in the case of an
AIF default, if and when one happens.

Suming Xue is an Associate Director at
S&P Global Market Intelligence, Risk
Services. Her primary focus is on
assisting financial institutions and
other organizations in validating and
improving their credit risk assessment
methodologies, including Probability of
Default (PD) and Loss Given Default
(LGD) for low- and high-default asset
classes, in regulatory framework.
Prior to joining S&P Global Market
Intelligence, she worked in HSBC Global
Banking and Market, ANZ and
investment banks, in the areas of
Portfolio Management and Risk
Management. She holds a master’s
degree in Finance and undergraduate
degrees in Econometrics and Finance.

Figure 1: Simple Version of the Structure of a Subscription Credit Facility

Source: S&P Global Market Intelligence. For illustrative purposes only.
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ZUBIN DABU
THE RISE OF NEXT GENERATIONS’ INVOLVEMENTS
IN ESG INVESTING
• Environmental: The impact on natural resources.
• Social: The manner a company manages the
relationships with its stakeholders, suppliers,
customers and the communities where it
operates.
• Governance: All factors contributing to and
impacting a company such as executive structure,
salaries, audits and shareholder issues.

Sustainable investing can be described broadly as
an investment approach with the aim of achieving a
better and more sustainable future for society as a
whole - not just the individual investor.

This shift in mindset to favour
sustainable investments is currently
very apparent in private wealth
management as Baby Boomers are
set to retire and as Next Gen take
over. The new business models,
including investment trends, under
Next Gen’s management are in the
process of becoming more in line
with the United Nations’
Sustainable Development Goals.

Looking through an ESG (environmental, social and
governance) lens is one of the ways to approach and
evaluate sustainable investment opportunities.

Private banks are seeing an increasing interest and
openness to sustainable investing among clients,
especially from the younger generation, or what we

A

sian investors’ interests in sustainable
investing has been steadily gaining
momentum in recent years. This has been
driven in part by greater awareness and activism on
global sustainability issues such as climate change
and worsening inequality, spurring more individuals
to seek positive change through sustainable
investing and other means. The devastating global
impact of the Covid-19 pandemic has catalysed an
even greater urgency for the sustainable agenda.
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call the Next Gen. According to the 2019 Morgan
Stanley Institute for Sustainable Investing Survey, the
vast majority of millennials - estimated at 95% - are
interested in sustainable investing. The interest of
Next Gen to invest in ESG was also highlighted in a
2018 survey conducted amongst Private Banks by
Asian Private Banker, which showcased that 64% of
clients who invest in ESG fall within the 30-49 years
old age group while over 60 years old had the least
interest to invest in ESG at just 5%.

The Next Gen are increasingly aware that new
Agriculture technology (Agri-Tech) solutions are
required to meet the demands of a rapidly growing
global population. Current agricultural practices are
deemed to be unsustainable, contributing to climate
change, deforestation and global biodiversity loss.
Market research firm, Research and Markets,
revealed that the global Argi-Tech market will grow at
a CAGR of more than 18% during the forecast period
2019-2025.

Children of entrepreneurs who are set to take over
family businesses tend to have better awareness
and stronger beliefs in sustainability matters and
trends. Instead of focusing on successfully building
the entities following the footsteps of their elders, the
Next Gen are moving away from a “Business First”
approach with its extractive and growth-at-all-cost
approach. They increasingly want their businesses
or invest in businesses that have a purpose that is
likely to include commitments to address
environmental and societal concerns.

Some Agri-Tech companies are looking to provide
organic offerings in addition to new technological
solutions to grow food rapidly in non-traditional
spaces such as high-rise buildings, which has been
particularly well received by Next Gen Investors. In
recent years, this sector has been taken by storm
with the introduction of technologies that allow the
production of lab grown meat.

This shift in mindset to favour sustainable
investments is currently very apparent in private
wealth management as Baby Boomers are set to
retire and as Next Gen take over. The new business
models, including investment trends, under Next
Gen’s management are in the process of becoming
more in line with the United Nations’ Sustainable
Development Goals.
How the Next Gen are driving New ESG
Investment Trends in “Technology for Good”
While some topics have remained high on the
agenda (e.g. climate change), the approach to solve
these issues and how investments are carried out is
changing dramatically. One of these changes is a
shift from a broader ESG approach to being more
focused surrounding rapid development in related
technology, especially IT solutions. In this context
four sub-categories are emerging:
• Agriculture Technology

For instance, US start-up Eat Just is investing a total
of US$100 million with Protera Investment Partners
(“Protera”) to build Asia’s first plant-based protein
factory in Singapore (AGFunderNEWS, 2020). In a
recent interview conducted by Gaia Media, Mr Tai
Lin, Managing Director at Protera stated: “There’s a
changing of the guards where the next generation the older millennials - are taking over, and they have
different ideas for the business. They want to
professionalize it, make it more attractive, and move
more to B2C, which fuels M&A activities because
this new generation is very open to input from the
outside.”(GAI Media, 1 Feb 2019)
• Electric Vehicle Technology
Electric Vehicles Technology (EV-Tech) is another
trending sustainability topic amongst Next Gen. This
field has seen remarkable growth in recent years
especially following the success of Tesla. Since then,
many other car manufacturers have also embarked
on the electric vehicle (EV) manufacturing journey
offering a range of options from hybrid to full EVs of
all sizes and categories, including public
transportation options. A report by Market Reports
World, has stated that the global EV Motor market is
poised to grow by US$5.38 billion during 20202024, progressing at a CAGR of 21%.
Often associated with EV-Tech investments are the
battery technology companies which have made
significant progress in recent years, to reduce the
weight of the vehicles while improving their
efficiencies. These remarkable breakthroughs are
not only benefiting cars but are now starting to see
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developments in other types of transportation such
as aircrafts (planes, air taxi, drones etc), which are
also driving the interest of Next Gen.
This interest is further fuelled by the push from
several governments to facilitate the implementation
of Electric Vehicles. For instance, as part of its Green
Plan 2030, the Singapore Government will revise
multi-layered vehicle tax structure to make it easier
to buy and own Electric Vehicles. An electric car
buyer can be accorded as much as S$45,000 in tax
breaks. Besides, all new cars registered from 2030
will have to be "cleaner-energy models". The
Singapore government have also more than double
the targeted number of EV charging points from
28,000 to 60,000 by 2030.

An analysis conducted by McKinsey in 2018
revealed that Med-Tech in Asia-Pacific will grow with
a CAGR of 6% from 2017-2023, to US$17 billion. It
also projects Med Tech to represent 26% of market
size in Asia-Pacific compared to 23% in 2017.
Recent products of particular focus among Next
Gen have been wearable technologies that monitor
key health parameters such as heart beats and
blood pressure. A range of wearable devices have
appeared on the market and patents to apply new
technologies to serve medical purposes are driving
investment opportunities in Med-Tech amongst the
Next Gen.
• Education Technology

The Med-Tech Industry
includes mostly medical devices
which simplify prevention,
diagnosis, and treatment of
diseases and illnesses.
Such context is creating rapid growth in investment
opportunities within the EV-Tech sector in large
multinational companies developing new EV
products to a range of EV-Tech start-ups seeking to
raise capital. Innovative EV-based companies are
attracting Next Gen’s interest as they are keen to
invest in and play a role in shaping the future with
sustainable alternatives to fossil fuels.
• Medical Technology

Likewise, Medical Technology (Med-Tech) has been
high on the radar of Next Gen investors.
The Med-Tech Industry includes mostly medical
devices which simplify prevention, diagnosis, and
treatment of diseases and illnesses. The most
common Med-Tech products include pacemakers,
imaging instruments, dialysis machines and
implants.
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Educational Technology (Ed-Tech) is the combined
use of computer hardware, software, and
educational theory and practice to facilitate learning.
This is another area that is seeing rapid growth in
recent years. A market study in 2020 by Grand View
Research, has predicted that Ed-Tech will grow a
CAGR of 18.1% from 2020 to 2027, to US$285.23
billion.
The COVID-19 situation has greatly accelerated the
trend of remote teaching and new technologies to
allow this. Many education providers have had to
adapt and shift their offerings online, which required
significant upgrades to existing systems and
frameworks. A range of new solutions and service
providers are offering Ed-Tech solutions to make the
transition as smooth and efficient as possible. Byju’s
“Education for All” initiative is an example of
innovation in this space. This is an India-based, notfor-profit initiative which aims to harness technology
to empower and provide a differentiated learning
experience to 5 million underprivileged children in
underserved communities by 2025. This initiative has
garnered interest from investors, especially Next Gen
who are more familiar with Ed-Tech. (Byju’s, 2021).
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We believe that sustainable
investing will become mainstream
and ESG factors will become
ubiquitous means of assessing
risk-reward for investments. As
these new trends are becoming
more apparent, ESG investing is
on track to becoming fully
integrated as part of common
investment practices.
Beside the above “big four” investment trends
amongst Next Gen, other sectors are also going
strong including Renewables (especially Solar
Photovoltaic and Offshore Wind), FinTech, online
gaming, e-commerce and Artificial Intelligence. In
Private Banks, the particularity of working with Next
Gen is the level of customization that is required.
They expect investment products to be customized
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to their needs, especially in ESG investments and
thus the popularity of Bespoke investments
amongst Next Gen.
Conclusion
We are observing a shift in investor behaviours
towards stronger integration of ESG factors in
investment decisions. This shift is driven by an
ongoing transfer of wealth from family offices and
existing high-net-worth individuals to the Next Gen,
who are about to take over the businesses.
We believe that sustainable investing will become
mainstream and ESG factors will become
ubiquitous means of assessing risk-reward for
investments. As these new trends are becoming
more apparent, ESG investing is on track to
becoming fully integrated as part of common
investment practices.

The views here are the writer’s own and do not necessarily
reflect the views of Bank of Singapore or its subsidiaries.
The writer, Zubin Dabu, is Managing Director and Market Head
for Bank of Singapore.
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HOW DATA AND AI ARE
CHANGING INVESTMENT ANALYSIS
KEY TAKEAWAYS
As investment professionals, we
use principal component analysis
(PCA) to identify key risk factors
that impact portfolio performance.
This is one of the traditional
statistical methods used, along
with other techniques, such as
multi-factor risk analysis or a
hybrid combination of them. The
toolbox for statistical analysis has
expanded significantly over the
last 30 years. Now, we have a
catchier option that uses machine
learning. We often call it Artificial
Intelligence (AI).
For AI to be useful in investment
analysis, we need three key
elements:
• Why do we use AI? Know
your problem - Users must
understand what problem they
are trying to solve and set a clear
objective for each application.
This is because AI at its core is
an optimisation exercise.
• What do we have and what is
missing? Know your data Define what data is relevant to
meeting the objective. Find out
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what data is available and
what needs to be created
or compiled. If it involves
unstructured data, such as
news feeds or social media
posts and videos, there must be
a clear methodology that turns
unstructured data into usable
formats. Some tasks such as
peer benchmarking require
comparable data. This is what
investors are crying out for now.
This article highlights the
current debates on common
reporting standards with an
example of how industry
collaboration can make a
difference.
• How to do it? Know your
algorithm - Once quality and
relevant data become available,
suitable AI techniques can
be applied in portfolio
management. Objectives could
be maximising key performance
metrics like Sharpe ratio or
Information ratio, or minimising
risk metrics, like Value-at-Risk
(VaR), standard deviation or
tracking error. AI can be used to
construct enhanced exchange
treaded funds (ETFs) with

fewer holdings that mimic the
performance characteristics of
a full index. It can also be used
for back-testing and scenario
analysis. The details of such
applications may warrant a
separate article on “AI in
portfolio management”.
Introduction
Not all investment analysis can
make use of AI, but when it does,
we must first understand what
problem we are trying to solve and
set a clear objective of application.
For example, “growing the
business” is not a well-defined
objective, but “optimising sales” is.
“Assessing board effectiveness” is
not a well-defined objective, but
“minimising interlocking board
directorship” is. This is because
fundamentally, AI is about
maximising an objective function
using one or a combination of four
common techniques as described
in the book Mathematics for
Machine Learning by
Deisenroth, Faisal and Ong
2
(2020) (Figure 1):
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Figure 1: Key Optimisation
Techniques in AI
1) Regression is fitting a curve to
data. It refers to a process of
estimating the relationships
between a dependent variable
(often called the 'outcome
variable', ‘y’) and one or more
independent variables (often
called 'predictors', 'covariates',
or 'features', x1 … xn). For
example, in attribution analysis, a
multi-factor risk model uses
regression.
2) Dimensionality reduction is
reducing the number of variables
dealing with whilst retaining
meaningful properties of the
original data. For example, in
image recognition, it is used to
improve clarity of images for
machine learning.
3) Density estimation is the
identification of areas that data
clusters together. For example, it
is used in unsupervised learning
to group data and find
concentration with specific
characteristics.
4) Classification is sorting data into
categories. For example, in
sentimental analysis, keywords
are assigned positive, negative or
neutral sentiment.

Towards a Common Reporting
Standard
Making effective prediction require
quality data for AI analysis. Data is
where the biggest challenge lies
for the investment industry now.
Pressing issues raised by keynote
speakers3 at the bi-annual Climate
and Green Finance Regulatory
Forum4 pointed to a ‘misguided
reality’ where company information, especially sustainability
information, tends to be widely
inconsistent. For financial
information, the International
Financial Reporting Standards
(IFRS) Foundation and
the International Accounting
Standards Board (IASB)
have already established a
standardised way of describing a
company’s financial performance
and position so that company
financial statements are

understandable and comparable
across international boundaries.
For sustainability information
however, companies could cherry
pick reporting standards and
ratings, leading to concerns over
greenwashing and/or SDG 5
washing.
The investment industry has
called for an alignment of data
definitions and reporting
standards. To this end, the World
Economic Forum (WEF) and
Impact Management Project
(IMP) have been working
with practitioners towards a
comprehensive reporting system.
It published a conceptual
framework that brings the key
reporting standards together,
including how they relate to each
other, using enterprise value and
climate-related financial
6
disclosure as examples (Figure 2) .

AI can find an investment fund
most likely to be purchased by a
customer based on propensity
scores that maximise the chance
of purchase by presenting relevant
offers at the right time and at the
right price. This combines
behavioural science and customer
segmentation. Even when
personal data is anonymised,
each of us is likely to have been
categorised as a particular
customer type by each business
we interact with that uses AI for
targeting. The above has already
been put into practice in other
industries for many years by
companies such as Amazon or
Netflix when they recommend the
next purchase items or next
favourite movie based on our
personal profiles, past purchases
and viewing history.
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Challenges in Improving the
Quality of Company Data
Having an aligned reporting
system is work in progress.
However, it addresses only some
but not all challenges.
Deep rooted issues that impact
the credibility of reporting lies in the
quality of company level data.
T h i s c o u l d b e re l a t e d t o
constraints in legacy IT systems;
inconsistency in policy
applications across global
operations; and difficulties in
categorising certain business
activities into definitive and
exclusive buckets. Examples can
be found in reports such as
European Sustainable Finance
Survey7 by Adelphi and ISS ESG
and Testing the Application of
the EU taxonomy to Core
8
Banking Products by the
European Banking Foundation
(EBF) and UNEP FI.
There are operational challenges
in tagging data for specific
purposes. For example, banks
corporate lending systems tend to
be set up by sector and industry to
suit relationship managers team
structure and expertise. The
systems do not necessarily
separate use of proceeds for
general purpose loans or revolving
credit. These issues are
recognised in the EBF and UNEP
FI report as some of the most
significant challenges (See page
32 of the report and forestry case
on page 36 and 39). These
challenges are amplified when
loans are approved at group level
and funds are disbursed to
multiple, local legal entities.
U n s t r u c t u r e d d a t a f ro m
Machine reading and Satellite
imagery
Besides reporting and data
systems issues described above,
investors are bombarded by more
unstructured data. According to
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Wikipedia, unstructured data is
information that either does not
have a pre-defined data model or
is not organised in a pre-defined
manner. It is typically text-heavy,
but may contain data such as
dates, numbers, and images as
well.

AI can find an
investment fund most
likely to be purchased
by a customer based
on propensity scores
that maximise the
chance of purchase
by presenting relevant
offers at the right time
and at the right price.
This combines
behavioural science
and customer
segmentation.
According to the NBER paper
How to talk when a machine is
listening: corporate disclose in
9
the Age of AI , annual reports are
increasingly read by machines for
content extraction and sentiment
analysis. It uses a common AI
technique called natural language
processing (NLP) or natural
language understanding (NLU). In
the US, the number of machine
downloads from the US SEC
EDGAR database as a fraction of
all downloads increased from 39%
in 2003 to 78% in 2016. It is likely
that this number had significantly
increased by 2021, given the
explosion of AI-powered web
scraping activities in recent years.

Data and analytics firms such as
IHS Markit has developed an ESG
reporting repository platform
10
powered by its AI engine Goldfire
to organise unstructured data,
help companies to improve
reporting and build sustainability
11
profiles . Companies can upload
their own reports and user-defined
materials. The platform uses NLP
to align relevant information
against reporting standards, such
as GRI (Global Reporting Initiative),
SASB (Sustainability Accounting
Standards Board), TCFD
(Taskforce for Climate-related
Financial Disclosure) and UN SDG.
Its DigitalGlobe Satellite Imagery
service provides geospatial data
to track land uses, detect
deforestation and monitor energy
pipeline conditions and
transmission12.
Investors are increasingly using
geospatial data to monitor
business performance of investee
companies real time or near real
time, and to improve supply chain
t r a n s p a r e n c y. I n s u r a n c e
companies use geospatial data for
underwriting policies and pricing
as well as claims settlement. Ping
An Insurance has established a
‘greenwashing’ indicator13 using
NLP techniques to understand the
breadth and depth of companies’
climate disclosure, and link them
to firm characteristics and financial
performance. TruevalesLab has
created tools and products to help
investors discover hidden
insights14. The sophistication in
using data and AI for investment
analysis is only set to increase.
Using anchor or official information
sources, running weekly averages
to screen out news spikes are
some of the many ways to combat
misinformation risk.
Deciding and Creating Useful
Data requires Industry Level
Collaboration
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In the era of data explosion,
deciding what matters and how to
use the information is of vital
importance. How should investors
tackle this? Taking an industrybased approach seems most
sensible.

Climate change is a
global issue. It is
reassuring that
signatories of
Poseidon Principles
include banks from
developed and
emerging economies,
from Europe and
Asia. Having an
industry aligned
approach allows
investors to compare
apples with apples,
making informed
investment decision
possible.
The Poseidon Principles launched
in New York on 18 June 2019, is
an agreement between the
finance sector and the shipping
industry to integrate the policies of
the International Maritime
Organisation (IMO) on climate
change into shipping finance
15
decision making processes .
Companies must follow the
Technical Guidance for all
business activities, down to the
coding system of vessel types, the
calculation of specific carbon
intensity metric known as the
Annual Efficiency Ratio (AER) for
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the shipping industry, and the
choice of three permissible
methods of calculating
decarbonisation pathways.
Signatories, mainly shipping
finance entities within banks, rely
exclusively on data types, data
sources and service providers
identified by the Technical
Guidance to conduct assessment
that determines lending decisions.
The ‘value chain’ of data and
analysis are therefore aligned
between companies and
financiers.
Climate change is a global issue. It
is reassuring that signatories16 of
Poseidon Principles include banks
from developed and emerging
economies, from Europe and Asia.
Having an industry aligned
approach allows investors to
compare apples with apples,
making informed investment
decision possible.
Conclusion
Quality data is the lifeblood of
effective AI applications in
investment analysis simply
because of the well-documented
phenomenon of ‘garbage in
garbage out’. Once quality and
relevant data become available,
suitable AI techniques can be
applied in portfolio management.
Objectives could be maximising
key performance metrics like
Sharpe ratio or Information ratio,
or minimising risk metrics, like
Value-at-Risk (VaR), standard
deviation or tracking error. AI can
be used to construct enhanced
exchange treaded funds (ETFs)
with fewer holdings that mimic the
performance characteristics of a
full index. It can also be used for
back-testing and scenario
analysis. The details of such
applications may warrant a
separate article on “AI in portfolio
management”.
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THE CLASSIC AB=CD TRADING PATTERN
FOR RANGES AND TRENDS
History of the AB=CD Pattern
H.M Gartley published his classic book on technical
analysis in 1935, 'Profits in the Stock Market'. The
book was a course in trading and sold for $1500 to
investors. The book is 446 pages and includes a
packet of reproduction charts hand drawn from the
1800's to 1935.
It is a treasure for any technical analyst or student of
the financial markets as a reference book in their
trading library.
On page 249 Gartley describes a chart pattern,
"Practical Use of Trend Lines".
Parallel Trend Line Channel
Chart 1 - Upward Sloping Parallel Trend Line
Channel
F

The swings are labeled A,B,C,D, E, F in the
illustration. This is the basis of the AB=CD trading
pattern. (See Chart 2)

H.M Gartley published his classic
book on technical analysis in 1935,
'Profits in the Stock Market'. The
book was a course in trading and
sold for $1500 to investors. The
book is 446 pages and includes a
packet of reproduction charts hand
drawn from the 1800's to 1935.

D
B

E
C
A

Within a Parallel Trend Line Channel the AB=CD
pattern is formed by price rallies and declines bound
within an upper and lower trend line. These patterns
can be up sloping, down sloping or horizontal.
174

H.M. Gartley never used or referred to specific
Fibonacci ratios, however he did refer to
retracements in terms of one-third, two-thirds or one
half.
The AB=CD pattern is the root pattern of the Gartley
222, Butterfly and also found in the 3 Drives pattern.
It is imperative that traders learn and study the
correct structure and variations of this pattern before
learning the other patterns mentioned.
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In 1976 Larry Pesavento was the first trader to
implement Fibonacci ratios and apply them to the
AB=CD and Gartley 222 pattern, which is a
retracement pattern containing the AB=CD pattern.

Chart 3 - Example of Fibonacci Retracement
Ratios and Fibonacci Extension Ratios
Sell Pattern

The Fibonacci ratios and extension ratios bring
structure to the identification of these patterns and
can be valuable in identifying failed or invalid
patterns.
The pattern has the shape of a "Lightening Bolt",
remembering this shape will help traders studying
this pattern on price charts.
AB=CD Pattern - “Lightning Bolt”
Chart 2 - Line Drawing Example of AB=CD Buy
Pattern and AB=CD Sell Pattern
AB=CD Buy Pattern

A

Buy Pattern

AB=CD Sell Pattern

C
D
B
B
D
C
A

AB=CD Structure
The AB=CD pattern forms in all markets and all time
frames. There are three waves (legs) that form this
pattern;
• Wave 1 is labeled A-B
• Wave 2 is labeled B-C
• Wave 3 is labeled C-D
After the completion of the first leg (A-B) a
retracement or corrective wave will form (B-C) and
can retrace within a range of the A-B leg from .382,
.50, .618, .786, .886 and even to the 1.0 of the A-B
wave. Please note, a B-C retracement that exceeds
the A point will invalidate the pattern.
Often the A-B and the C-D legs will be equal in
length. However, a variation of the C-D leg can be
extended and be longer than the A-B leg. These are
the Fibonacci ratios I use most frequently for the CD
leg extensions:
• 1.27
• 1.618
There are times that the C-D leg extension will
exceed the 1.618 but generally beyond the 2.0
extension (2 times the length of A-B) is considered
an invalid pattern structure.
Chart 3 below shows an example of the Fibonacci
retracements and the Fibonacci extension ratios of
the C-D leg.
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I refer to the .886 retracement level as the "Last
Chance Fib Retracement". Generally, when a market
has a close beyond the .886 it will move to the 1.0 or
further. It is the "Last Chance" for the market to
complete the correction and move in the opposite
direction.
Although the 1.0 is considered valid as a
retracement, most technical analysts will recognize
this as a double top or double bottom pattern. This
should be kept in mind when analyzing a potential
AB=CD pattern that has a retracement at this level.
The market should then be monitored for strength or
weakness from that retracement.
Calculating the Fibonacci Extension Ratios
My charting tool, provided by Ensign Software, will
project the Fibonacci retracement and extension
ratios as a pattern is forming. This way I can monitor
the pattern as it forms and be aware of the potential
completion areas.
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I refer to a C-D leg that is equal to A-B leg as the 1.0
completion. For C-D legs that extend to a 1.27 or
1.618 I refer to those as;
• 1.27 D completion point
• 1.618 D completion point
If you have a Fibonacci tool that you can input those
ratios you will be able to use that to find those
completion points. It is an easy calculation to find the
C-D Fibonacci extensions and is as follows;
To find the 1.27 Fibonacci extension ratio take the
length of A-B and multiply by 1.27. Add to the low of
C for a sell pattern and subtract from C for a buy
pattern.
1. A-B = 10 points
2. 10 points x 1.27 = 12.7
3. Add 12.7 to the low of C (Sell pattern) or subtract
from high of C (Buy pattern) = projected 1.27 D
completion

Calculating the B-C leg extension can also be helpful
in determining confluence into the C-D leg pattern
completion areas. It is calculated using the same
method as discussed above.
Chart 6A below is an example of the AB=CD pattern
drawing and labeling of ratios.
Chart 6B below is another example showing the
Fibonacci retracements, extension ratios and the BC extension. Note also in Chart 6B the Parallel Trend
Line Channel discussed earlier in this article.
Using the first pattern on the left you will see the B-C
extension ratio labeled 1.27.
Length of B-C x 1.27 added to the low of C.
Chart 6A - Example of AB=CD
Buy Pattern Labeling

The same calculation can be used for a 1.618 D
completion point.
AB leg can equal CD leg:
Example of 1.0 D Completion
Chart 4 - Example of 1.0 D Completion
AB=CD Completion at the 1.0

AB=CD pattern rawing & labeling with
Fibonacci extensions
Chart 6B - Examples of B-C Fibonacci
Extensions and Parallel Trend Line Channel

An example of
a 1.0 completion
would be:
AB leg = 10 points
CD leg = 10 points

AB leg can may equal CD or may be
extensions of AB leg
Chart 5 - Example of 1.27 D Completion
AB=CD Completion at the 1.27

Symmetry, Pattern Invalidations and Warning
Signs
Symmetry is important to study with the AB=CD and
the other related patterns. The symmetrical or
asymmetrical formation of the A-B and C-D legs can
be clues. (See Chart 7 below)
Symmetry Is Important
Chart 7 - Illustration of Symmetrical versus
Asymmetrical Pattern Formations

An example of a 1.27
completion would be:
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AB leg = 10 points
CD leg = 12.7 points

Symmetrical

Asymmetrical
Steep CD Leg

Asymmetrical
Coil in BC leg
Steep CD leg
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In general the A-B and C-D legs should be similar in
slope and angle. Long, wide ranging bars that form
in the C-D leg can be an indication that a stronger
move is in progress and that a trend may be in
progress.

AB=CD Buy Pattern and AB=CD Sell Pattern
Chart 10 - Example of Time Symmetry
SP EMINI Chart

The long, wide ranging bars can also indicate the
price may complete at one of the Fibonacci
extension ratios discussed earlier.
9 Bars

Chart 8 below shows an example of an asymmetrical
C-D leg compared to A-B. Also note the long coil
formation in the B-C leg.
The C-D leg clearly shows long, wide range bars at a
steeper slope and angle than A-B leg.
Asymmetrical Example Slopes and Angles

7 Bars

NOTE: The symmetry in the number of bars forming the AB
and CD legs

Example of Relationship of Bar Counts and
Fibonacci Ratios
Chart 11 - Example of Time Symmetry and
Fibonacci Relationship

Chart 8 - Example of Asymmetrical Slope and
Angle with Long Wide Range Bars

Long coil in BC leg

Long Wide
Range Bars
Steep
Decline

Study The Symmetry Of The Pattern
Chart 9 - Example of Steep Slope and Angle C-D
Leg

Time symmetry is another element in the structure to
study. This is covered more in-depth in my course
listed at the end of this article. However, briefly there
should be approximately the same number, or ratio,
of bars in the A-B and C-D legs.
See chart 10 and chart 11 below for examples
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The first leg (AB) has 13 bars
The third leg (CD) has 21 bars
13 divided by 21 = .619 (Golden Ratio)
(21 divided by 13 = 1.615)

Pattern invalidations
There are several main items that may invalidate the
AB=CD pattern structure. It takes time and chart
study to recognize these as part of a pattern
formation and know when to avoid the pattern.
1. C cannot exceed A. Meaning the retracement of
AB cannot exceed 1.00
2. C can be a 1.00 retracement of the AB leg, this is
a rare pattern and a double top or bottom. Since
strong moves can initiate from a double top or
bottom, the pattern must be monitored for
invalidation. (See Warning Signs below).
3. D must exceed B in order for the pattern to
complete at D and be a valid AB=CD.
4. Severe Asymmetry in the slope and angle of the
C-D leg compared to the A=B leg.
Warning Signs can signal a change in momentum in
the C-D leg and can include:
• Long, wide range bars in the C-D leg, especially
near the completion points
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• Gaps in the C-D leg, especially near the
completion points
• Asymmetry in price and time

3 AB=CD Sell Patterns Within Larger AB=CD
Chart 15 - Multiple AB=CD Patterns

Chart 12 illustrates a C-D leg with the warning signs
listed above.
Warning signs
Chart 12 - Warning Signs in C-D leg: Gaps, Long
Bars, Steep Slope

This AB=CD Sell Pattern contained
3 abcd patterns 2 ab=cd patterns
formed within the larger CD leg
Notice that the larger CD leg did not complete at the
1.0 completion.
However, two smaller ab=cd sell patterns had completion
points in the same price area This can be a trade
management tool

One of the interesting aspects of the AB=CD pattern
is that there often are multiple patterns that form
within a larger pattern. Identifying these smaller
patterns can be of benefit in determining entry
points.
Chart 13 and 14 show examples of multiple AB=CD
patterns
Multiple Patterns Forming Within A Larger
Pattern Can Be A Strong Tool
Chart 13 - Parallel Trend Line Channel with
Multiple AB=CD Patterns

There are several main items that may
invalidate the AB=CD pattern
structure. It takes time and chart study
to recognize these as part of a pattern
formation and know when to avoid
the pattern.
Studying and learning this root, classic trading
pattern has many advantages:
• Completion areas for potential trade entry points
can be found in advance.
• Favorable risk/reward strategies can be
formulated
• Exit strategies can be formulated using
retracement levels and extension levels
• Risk can be controlled by assessing invalid
extension points and utilizing other technical
tools such as support and resistance.
Trading Ranges versus Trending Markets

3 AB=CD Sell
Patterns within a
larger structure
Parallel Trend
Line Channel
Multiple patterns
can implicate
market is finding
support or
resistance in
that area
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Trading ranges and trends in markets are two
separate environments and require different trading
tactics, strategies and approaches.
However, the AB=CD pattern can be traded in both
environments. This pattern will test highs and lows
and important areas of support and resistance within
ranges. In trends the AB=CD will be a corrective
pattern.
Below are chart examples of the AB=CD pattern in
range trading and trend trading.
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Chart 16 - AB=CD Corrective Patterns In Uptrend

Patterns such as the AB=CD described in this article
can be viable trading signals and solid trading plans
developed. These patterns provide an opportunity to
monitor in advance and determine acceptable
risk/reward scenarios. Many trading strategies;
intraday, swing trading and longer term holds can all
benefit from this classic pattern.
To further study this pattern and others you will find
my 12Hour On-Demand course titled:
'Mastering Stock/Futures FX Trading With Pattern
Recognition', at www.Udemy.com or visit my
website at www.tradingliveonline.com for other
educational materials.

Chart 17 EURO Daily Chart AB=CD Buy Patterns
In Up Trend

Best wishes for successful trading.

Please note - Portions of this article have been excerpted from
'Trade What You See, How to Profit From Pattern Recognition'
and 'Mastering Stock/Futures FX Trading With Pattern
Recognition', all materials are copyright protected.

Leslie Jouflas, CMT, holds the Chartered Market Technician
designation, the worldwide gold standard for technical
analysts. She has been a technical analyst, educator and
private trader for over 24 years.
She is founder of www.TradingLiveOnline.com providing
programs for trader education in Pattern Recognition,
Harmonic and Repetitive swings combining Classic Technical
Analysis.

Chart 18 EURO Daily AB=CD Patterns In Range

She has educated traders worldwide with her unique approach
and teaching style combining patterns such as the AB=CD,
Gartley 222, Butterfly Pattern, 3 Drive Pattern and Classic
Technical Analysis patterns.
She authored the bestselling books, 'Trade What You See,
How to Profit from Pattern Recognition', Wiley & Sons, 2007,
published in 5 languages, English, German, Italian, Chinese
and Japanese and Essentials of Trading, It's Not What You
Think, It's How You Think, 2004, with Larry Pesavento, the
foremost authority in the technical analysis field of Pattern
Recognition & Harmonic Vibratory Swings.

Charts 16, 17 and 18 show examples of differences
between trend versus range and the AB=CD
pattern.
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You can find her 12 hour On-Demand Course, 'Mastering
Stock/Futures FX Trading With Pattern Recognition' on
www.Udemy.com.
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HANDLING THE POST-PANDEMIC
CYBERSECURITY CHALLENGES

W

ith the chaos of 2020
behind us, the world is
settling into a new
normal. Communities are
rebuilding. Families who have lost
loved ones try to find their feet.
Businesses are eagerly seeking
new digital models in hope of a
rapid recovery.
Elsewhere in cyberspace, the
landscape has also been altered
forever. Cybercriminals have
enjoyed a bountiful year in 2020.
The number of cyberattacks have
increased by six-fold while social
engineering tactics reached the
highest peak at 1100%.
Digitalization, combined with
the introduction of recent
technologies, have heightened
cyber and digital risk. Let us look at
the new threat landscape in 2021
and consider how we can be
better prepared.
Emerging Cyberthreats in 2021
Deep Fake Technology
Cybercriminals have found new
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ways to deceive people with the
use of fake technology and
impersonations. Some of these
deceptive techniques include
voice impersonation and ‘digital
puppets’ to fool targets into giving
up sensitive information. Amid fear
and uncertainty, deception
technology will be widely used to
misinform people and perpetuate
corporate espionage. More
people will be tricked to take
unintended actions that will cause
much more damage than what
used to be the norm in social
engineering attacks.
New Cyber Playing Field will be
Drawn
There will be increased
collaboration between statesponsored hackers, alliances
between nations, and hackers
joining forces to fight their
common enemy in cyberspace.
Developing countries are also
participating in cyber warfare
given that malware and espionage
tools are now easily available. We
will see an increase in cyber
activities with more businesses

and individuals falling victim to
data breaches and cyberattacks.

Digitalization,
combined with the
introduction of recent
technologies, have
heightened cyber and
digital risk. Let us
look at the new threat
landscape in 2021 and
consider how we can
be better prepared.
Cybercrime not Far from
Science-Fiction
Scenes from Hollywood of
hackers orchestrating destructive
and large-scale attacks are likely
to translate to real-life situations.
Cyberattacks will accelerate as
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cybercriminals find new ways to
use artificial intelligence and
machine learning technologies to
wreak havoc and maximize their
financial gain. 5G and quantum
computing will accelerate
c o m p u t i n g p o w e r, g i v i n g
cybercriminals ammunition they
need to launch massive attacks.
Cyberattacks will hit both the
Upstream and Downstream of
the Supply Chain
Supply chains are getting
increasingly complex and
hyperconnected. Goods and
services are now flowing through
digital systems, and a
compromise at any stage can
have grave impact to processes
both upstream and downstream.
There will be an increase in supply
chain attacks by state actors. The
SolarWinds hack is just the tip of
the iceberg as many more cyber
intrusions using this attack
method are expected.
Ransomware Attacks will
Bring Businesses to their
Knees
In 2020, we saw a 300% increase
in ransomware attacks where
hackers utilized highly malicious
techniques to coerce victims into
paying hefty ransoms. In these
attacks, cybercriminals would
breach the network, encrypt files
and databases and demand
ransom fees in return for releasing
the decryption keys. Before
leaving the network, hackers
would exfiltrate sensitive data and
use that as an extortion leverage.
In 2021, ransomware attacks will
be even more nefarious as
hackers would leave behind
residual malware which will allow
them to enter the network at will.
Businesses who have been
victims of ransomware attacks will
need to rebuild systems and
networks to fully eradicate all
traces of the malware.
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How to Overcome Cybersecurity Challenges in the
Post-pandemic Era?
Cybersecurity is no longer a goodto-have when it comes to
implementing digital projects.
Businesses who have not given
cybersecurity due consideration
will end up paying a high price
when confidential data is
compromised, and reputation
tarnished.

Cybersecurity is no
longer a good-tohave when it comes
to implementing
digital projects.
Businesses who have
not given
cybersecurity due
consideration will
end up paying a high
price when
confidential data is
compromised, and
reputation tarnished.
Businesses can strengthen their
cyber posture by taking a holistic
approach involving people,
p r o c e s s , t e c h n o l o g y, a n d
governance.
Tip 1: Cyber Awareness
Training is a Must
The best security strategies your
organization enforce can be
undone in an instant by an
unsuspecting employee.
Cybersecurity awareness
education is essential to safeguard
against breaches. Deploy cyberintelligence driven, industry
specific, awareness training

program. Be sure to include
rigorous social engineering
training that cover the latest
methods, tools, and techniques
employed by threat actors.
Ensure the social engineering
tests are customized to your
organization with the ability to
simulate the latest attack methods
by hackers for your specific
industry and geography. These
training should include various
attack methods such as spearphishing, APTs, use of USB, bruteforce attack to break into
passwords, web and social media
profile security, among others.
While it is often said that people
are the weakest link when it comes
to cybersecurity, with the right
training employees can become
effective defenders against
hackers and adversaries.
Tip 2: Red Team Exercises to
Uncover Security Gaps
Red teams are security
professionals playing the offense
role; they are experts in attacking
systems and breaking into
defenses to test the effectiveness
of the network’s security. Plan
periodic Red Team exercises to
measure the effectiveness of the
people, processes, and security
technologies used to defend the
environment. Red Team exercises
helps organizations to improve
security controls detection,
enhance defensive capabilities,
and calibrate the overall
effectiveness of existing security
operations.
Tip 3: Breach Detection
Solution
Malware variants are multiplying at
an unprecedented rate and to
effectively detect the presence of
malicious code within the network,
deploy real-time breach detection
solutions. Use security
t e c h n o l o g i e s a ro u n d d a t a
science, machine learning and
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behavioral analytics to identify
reconnaissance activities inside
the perimeter.
Tip 4: Cyber Hygiene
These are fundamental
cybersecurity practices which
must be adhered to religiously.
• Ensure the email security
gateways, Email SPF, DKIM,
DMARC, Advanced Threat
protection systems, Firewall
rules and network proxy
c o n t ro l s a re c o n f i g u re d
appropriately to detect the
attacks in real time.
• Implement robust security
protocols and encryption,
including authentication or
access credentials
configurations, to secure
critical information stored in
databases/servers.
• Ensure that all applications/
hardware are updated to their
latest versions - this is the best
way to flush out exploitable
vulnerabilities.
• Employ backup systems to
restore data in the occurrence
of ransomware attacks. Ideally,
these backup systems should
not be attached or connected
to the main network.
Tip 5:Third-Party Risks
Connection with external
application, service, or network
needs to be handled carefully. It is
important to enforce information
security policy that governs
vendor management and data
sharing. Manage supply chain risk
by building a process where there
is periodic assessment and
review.
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Tip 6: Cyber-intelligence is a
Necessity
Despite the millions of dollars
spent on building security controls
o r t h e p ro v e r b i a l ‘ w a l l s ’ ,
cybercriminals can still breach
your perimeter defense. To ensure
cybersecurity strategies are
effective, businesses should utilize
external cyber-intelligence so that
they have relevant and accurate
insights to the threat actors, their
motives, and campaigns. Armed
with these important findings,
cyber defenders can stay ahead of
their cyber adversaries.

Malware variants are
multiplying at an
unprecedented rate
and to effectively
detect the presence
of malicious code
within the network,
deploy real-time
breach detection
solutions. Use
security
technologies around
data science,
machine learning
and behavioral
analytics to identify
reconnaissance
activities inside the
perimeter.

Summary
While the COVID-19 pandemic
has disrupted the way we live,
work and play, it is also a wake-up
call on how we need to pay
attention to cyber threats. We are
now at the crossroads where we
can choose to ignore the risks of
rapid digitalization and suffer the
consequences of financial and
reputation impact, or use the
opportunity to improve our
preparedness so we can embrace
the future with greater confidence.

CYFIRMA Chairman and CEO, Kumar
Ritesh, has 2+ decades of global
cybersecurity leadership experience
across all facets of the cybersecurity
industry.
He spent the first half of his career as the
head of cyber intelligence of a national
agency, gaining first-hand cyber threats
and risks insights on a global scale before
transitioning into the commercial arena
as a senior executive for multi-national
corporations IBM and PwC. Before
founding CYFIRMA, Ritesh was also the
global cybersecurity leader (CISO) for one
of the world’s largest mining companies,
BHP Billiton.
A highly dynamic executive who
successfully blends technology expertise
with business acumen, Ritesh has a
strong track record of developing
successful cybersecurity strategies,
products, policies, standards, and
solutions, in addition to running complex
cybersecurity programs.
He has developed prototypes for data
loss prevention, social profile risk
assessment, web content assessment
management, intelligence-led cyber risk
management, and adaptive cyberthreat
intelligence tools. Ritesh is also the coinventor of two patented technologies for
phishing fraud detection and protocolaware PCB architectures.
Through his blogs and public speaking
engagements, Ritesh educates
companies on cyber security risks,
solutions, and trends.
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RHEINGOLD
FAMILY OFFICE

Chief Executive Officer

SYLVIA LIM
THE BURGEONING OF FAMILY OFFICE IN ASIA

I

n November 2020, US billionaire
and founder of Bridgewater, the
world’s largest hedge fund,
announced his decision to set up a
family office in Singapore. Earlier in
the same year, husband and wife
Chinese billionaires, Zhang Yong
and Shu Pin of Haidilao
International Holdings, the world’s
biggest chain of hot pot
restaurants, have also set up their
family office in the republic. So did
famous billionaire appliance
investor and UK second richest
man, James Dyson, months
ahead.
Each of these billionaires has an
estimated net worth of at least
USD13 billion. Two of them are
from the West - the UK and US
where one would imagine, has
better established wealth
management and Family Office
sectors. So why have these
billionaires chosen to set up Family
Offices in Asia and why in particular,
Singapore?
What is a Family Office?
Traditionally speaking, a Family
Office is a dedicated firm set up to
manage the personal finances of
the ultra-rich, providing a level of
discretion and personalized
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services beyond those offered by
private banks. The Family Office
and its staff work for the clients and
would liaise with the banks a n d
professionals on behalf of their
clients. Apart from investment
advice, the office can coordinate
the collaborative effort of a team of
professionals from legal, insurance,
business, estate and tax to provide
bespoke planning and advice
unique to each family.

Family offices can be set
up as Single-Family
Offices (SFOs) to serve
just one ultra- affluent
family or Multi-Family
Offices (MFOs) serving a
few families. As a rough
rule of thumb, families
with investible assets of
USD100 million and up
have sufficient critical
mass to justify the costs
of setting up a dedicated
SFO.

Family offices can be set up as
Single-Family Offices (SFOs) to
serve just one ultra- affluent family
or Multi-Family Offices (MFOs)
serving a few families. As a rough
rule of thumb, families with
investible assets of USD100 million
and up have the sufficient critical
mass to justify the costs of setting
up a dedicated SFO. There are
however families with the
substantial net worth which would
still opt for MFOs for ease of
operations and economies of
scale.
In Singapore, a SFO is typically
structured as a 'related
corporation’ of the family fund
vehicle so that it is exempt from
regulation. An exemption from
licensing can also be granted to a
single-family office that
demonstrate that it only manages
the assets of the same family.
In contrast, MFOs are regulated
and governed by the Monetary
Authority of Singapore (MAS) under
the Securities and Futures Act.
Clients are therefore more assured
of the highest and strictest
governance standards.
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Proliferation of Family Office in
Asia
a. Growth of Wealth in Asia
In a 2020 Global Wealth report by
the Boston Consulting Group
(BCG), it is cited that personal
financial wealth has soared over the
past two decades; nearly tripling on
a global basis from $80.5 trillion at
the end of 1999 to $226.4 trillion at
the end of 2019.
The pace of wealth growing in Asia
is observed to be one of the fastest
in the world, at 10.8% from 2009 to
2019. These growth markets are
expected to continue to outpace
the mature, developed markets.
Most of Asia’s wealth has been
made after World War 2. Currently,
the biggest wealth region in Asia is
China with much of its wealth
created within the last 50 years. The
ageing founder generations are
facing a transition period which
involves shifting control of the
families’ wealth to later generations.
Some of these issues are made
more pressing given China’s
previous one child policy or if the
second generation has little affinity
to take over their families'
businesses.
Some of these second generation
have been educated overseas with
preference for a more professionalised and structured approach to
family wealth. All these and more
propel new demands, encouraging
the increase for more sophisticated
wealth management enterprises
such as the family office. According
to the Hurun Global Rich List, China
overtook US to be the country with
the largest number of billionaires
since 2015. Last year, the same
report claims that every 4 out of 10
new global billionaires are from
China. The growth of the ultra-rich in
Asia, the increase in sophistication
has moved clients up the curve from
being served solely by their Private
Banks to the next level, by their
Family Offices.
The two financial centres in Asia Singapore and Hong Kong are well
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placed to meet with the growing
shifts. The Boston Consulting
Group (BCG), in its study of the
trend of wealth shifts, reveals that
both Hong Kong and Singapore are
the second and third largest
booking centres for global cross
border wealth in 2019. As shown in
the chart below, they have
surpassed US, Chanel Islands and
Isle of Man, UAE, Luxembourg and
UK to be the jurisdictions of choice

confidentiality to also ensuring
that structures set up do not lead
to unwieldy and in efficient
management in the long run.
There is an increase desire to work
within well regulated, well reputed
s t r u c t u re s a n d w i t h i n w e l l
regarded jurisdictions to avoid
unnecessary scrutiny and
questions over time. Family Offices
offer some natural advantages
against this backdrop.

Top cross-border centres :2019 wealth and outlook
Cross border wealth, 2019 ($trillions)
2.4
1.9
1.1
Switzerland

0.8

0.5

0.5

US

Channel
Islands &
Isle of Man

UAE

Hong Kong
Singapore

0.3

0.3

Luxembourg

UK

Source :Global Wealth Report 2020, Boston Consulting Group

b. Alignment of Interests
The global financial crisis of 2008
has drawn attention to how big
banks can fail. Regulatory controls
have become more stringent post
GFC, to ensure that banks are well
capitalised and that clients get the
right advice for their investments.
Compliance has inadvertently
become huge costs for most banks
which ironically put more pressure
on profitability.
At the same time, there has been a
worldwide development on tax
transparency, scrutiny over assets
and structures in off shore
jurisdictions. The Common
Reporting Standards (CRS) by the
Organisation for Economic
Cooperation and Development
(OECD) are designed to facilitate
global exchange of financial
account data. This brings about
added challenges in tax reporting
which has propelled some clients
to consolidate accounts for
simplified reporting, reorganise
their wealth and review relevance
and efficacies of their offshore
structures. The emphasis has
turned from maintaining

A Family Office is set up to act on
behalf of their clients. They have
access to the banks’ offerings and
serve as an independent check
over and beyond the advice and
recommendations given by the
banks. Clients can transact and
conduct their administrations one
stop, yet enjoy diversification of
ideas and risks across various
banks.
Singapore - a hotspot for Family
Offices
Singapore has gained in popularity
as a base for many high-net-worth
and ultra-high-net-worth families to
manage their assets and
investment globally. It has a
reputation for being well governed
and well regulated. Its political
stability, pro-business environment
and professional ecosystem of
banks, asset managers, lawyers,
fiduciary firms etc cater well to the
needs of family offices. Its
competitive tax system - corporate
tax rate of 17% and zero capital
gains tax plus its wide network of
o v e r 9 0 D o u b l e Ta x a t i o n
Agreements (DTAs) are further pull
factors for global investors.
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The government has also spared no efforts to increase the city state’s attractiveness as a competitive asset
management hub through various schemes and incentives.
Two notable schemes introduced in 2019 are the a) Onshore Fund Tax Incentive Scheme (13R) and b) Enhanced
Tier Fund Tax Incentive Scheme (Section 13X). Both provide tax exemption incentives for funds managed out of
Singapore. Under the schemes, specified income from designated investments will be exempted from Singapore
income tax upon meeting some requirements listed below.

Key Features and requirements of 13R and 13X schemes
Onshore Fund Tax Incentive Scheme
(Section 13R)

Enhanced-Tier Fund Tax Incentive Scheme
(Section 13X)

Fund Size

No restrictions

Min S$50 million ( approx. US$40 million)

Fund Administrator/Manager

Singapore based with capital market services
(CMS) license

Singapore based with capital market services
(CMS) license

Fund’s Residence

Singapore Tax Resident

No restrictions

Fund’s Legal Form

Company Incorporated in Singapore

Company, Trust, Limited Partnerships

Shareholding/Investors

Cannot be 100% owned by Singapore investors

No restrictions

Fund Expenditure

Min S$200,000 (approx. US$150,000)
business spending

Min S$200,000 local business spending

Reporting Requirement

Annual statement to investors, tax filing to
IRAs for non qualifying investors

Not required

Approving Authority

MAS approval required

MAS approval required

No of Employment Passes (EP)

1

3

Apart from tax benefits, these
schemes provide investors access
to Singapore with the granting of
Employment Passes (EP) - 1 EP for
13R scheme and 3 EPs for 13X.
The EPs mean investors and their
family members have flexibility to
reside, travel in and out of
Singapore without entry visas.
Family offices set up under the 13R
and 13X schemes can also utilise
the new Variable Capital Company
(VCC) structure which is launched
on 14 January 2020 to position
Singapore as a fund domiciliation
hub. A VCC offers many flexibilities
and advantages- it can be set up as
a standalone fund, or as an
umbrella fund with two or more
sub-funds. For umbrella funds, the
assets and liabilities of each subfund is segregated to ringfence
each sub-fund’s assets and
liabilities. Sub funds can share a
board of directors and service
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providers such as the fund
manager, custodian, auditor and
administrative agent, providing
economies of scale. (See Chart on
VCC framework).

Family Offices offer
some natural advantages
against this backdrop. A
Family Office is set up to
act on behalf of their
clients. They have
access to the banks’
offerings and serve as
an independent check
over and beyond the
advice and
recommendations given
by the banks.

Yet for tax purposes, a VCC is
regarded as a single company with
a single identity, removing the need
for multiple tax returns. Shares of a
VCC are redeemable at the fund’s
net asset value (NAV) and VCCs
can pay dividends from the capital,
which is not typically allowable in
other forms of corporate vehicles.
Suited to most families and private
investors, the VCC shareholders
register is not publicly available,
offering added privacy. Until 15
January 2023, MAS is offering a
VCC Grant Scheme as a
sweetener for investors who
wish to incorporate a VCC. This
is a 70% co-funding pay out of up
to S $ 150,000 (approximately
US$113,000) to help pay for
qualifying incorporation expenses
paid to Singapore-based service
providers.
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Singapore Variable Capital
Company Framework
SHAREHOLDERS / INVESTORS

FUND SERVICE PROVIDERS
• Administrator
• Auditor
• Legal Advisor

Variable Capital Company (VCC)

STANDALONE FUND

FUND MANAGER
(LICENCED FAMILY OFFICE)

OR
Safekeeping of Assets

CUSTODIAN

So, what is the relevance of these
schemes for a UHNW family or
individual? With these schemes,
investors have the added option to
pool and organise their assets their existing bank accounts and
Investments, into a fund. They can
either set up their own family office
or engage one that is based in
Singapore with a CMS license, to
act as their fund manager, and start
reaping the benefits enjoyed by
most institutional investors.
Impact of Covid 19 Pandemic
The Covid 19 pandemic has given
new realities to the world and new
paradigms for the well-heeled.

UMBRELLA FUND
SUB FUND 1

SUB FUND 2

Management of Assets

SUB FUND 3

The recent increase in interest for
Sustainability and ESG investments
reveals how the pandemic may
have influenced investors to
allocate portfolios to better reflect
their values and missions; to make
good returns and do good at the
same time. How the uber wealthy
chose to structure their wealth and
protect their future generations may
become even more pertinent. With
unprecedented restrictions on air
travel and freedom curbed, there
could be new questions raised on
domicility and immigration, new
structuring to diversify assets and
capital geographically.

Those with means may also explore
more on how they would like to give
their wealth, time and resources for
the community, to repair the
aftermath. All these diverse needs
have to be managed holistically and
nimbly, with solutions for the long
haul. Against this backdrop, the
relevance of Family Office that can
provide more high touch, bespoke
services, is well set to grow in
prominence and scale in the years
ahead.

Sylvia Lim is CEO of RheinGold Family Office. Prior to her current role, she was Executive Director at UBS, the world's largest Private Bank
by AUM.
With close to 30 years of experience in the banking and financial industry; more than 20 years spent in Private Banking, Sylvia has immense
experience working with the High and Ultra High Networth families in the region. She received industry recognition in 2010 when she was
awarded Outstanding Young Private Banker by Private Banker International.
Sylvia holds a Master of Science in Wealth Management from Singapore Management University, a Master in Arts (Southeast Asian
Studies) and a Bachelor of Business Administration (2nd Upper Honours) from the National University of Singapore.
Her great great grandfather is Lim Chin Swee, a well-known merchant who lived in Singapore in the late 19th century and who still has a
road and tunnel named after him in the central part of the country. Given her own family history, Sylvia is passionate about wealth
management for families, especially in succession planning. Her vision as a finance professional is to make a difference for families in their
wealth needs, to help create positively happy outcomes and lasting impact over generations. As wealth in Asia continues to grow at an
exponential pace, she envisions the burgeoning of Family Office in Asia would play an increasingly important role to achieve a more holistic
yet dynamic management of personal wealth.
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LADIES IN BUSINESS
MAGAZINE GLOBAL
Founder

ADESHOLA
HELEN ONADIPE
5 WAYS TO EMPOWER FEMALE ENTREPRENEURS

W

omen have grown their own
flying wings these days.
They have been able to
discover themselves. Through SelfMotivation, Self-Actualization and
Self-Devotion. They have taken so
much effort to become someone they
have always dream of. They are no
longer taking NO for an answer. Their
scale of leadership and involvement in
the economy has been doubled
globally. Therefore, I won’t say female
entrepreneurs needs more
Empowerment. Rather, I will say they
should be inspired and motivated
more. How?
Share Your Story
We all learn from others. When you
share your journey, others can learn
both from your successes and your
failures. Too often we read about a
successful entrepreneur and believe it
happened overnight. It’s only when
we dig deeper that we learn that the
“overnight success” was actually ten
years in the making, or that the
successful business is the result of
lessons learned during three prior
failed ventures.
Give Positive Reinforcement
Being an entrepreneur is hard work.
There is a lot of rejection and selfdoubt. When I see a fellow
entrepreneur doing a great job, I tell
her. Or when I encounter a business
owner struggling, I let her know that all
entrepreneurs have days where it
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doesn’t go our way or we question
why we’re doing this at all. It’s
important to have a circle that builds
you up and keeps your spirits up
when you need it most.
Provide Feedback
While it’s important to be a
cheerleader, it’s equally important to
offer constructive criticism too. As an
entrepreneur, our business is our
baby and sometimes we’re too close
to it to recognize when something
isn’t working.
Put Your Money Where Your Mouth
is
One of the best ways to empower
female entrepreneurs is to simply buy
their product or service.
Public Praise
In today’s social media and peerreviewed world, word-of-mouth
advertising is gold for an entrepreneur.
If you love a product or a service, tell
your friends and put it out there to your
network. You never know when
something will go viral and help propel
that female entrepreneur to another
level. My sales skyrocketed when Kris
Jenner sung the praises of our
eyelash applicator and curler.
I firmly believe that when we elevate
each other, we also elevate ourselves.
While female entrepreneurship is
growing, by working together to build
each other up, I believe we can grow

not only just in numbers but improve
our access to funding and grow
female small business ownership into
female driven Fortune 500
companies.
Adeshola is from Ogun State in Nigeria. She is
a trained Accountant and an experienced
banker with OCEANIC BANK PLC NIGERIA
(Now ECO BANK PLC) and FIRST CITY
MONUMENT BANK PLC NIGERIA.
Presently, she is a Serialpreneur with her own
companies:
• SHOLSKONCEPT EVENT
MANAGEMENT
• BUSINESS INNOVATION ACADEMY
• LUXURYFLATS APARTMENT
• LADIES IN BUSINESS MAGAZINE
GLOBAL
On the part of the magazine publication - The
Magazine, Ladies in Business Magazine
Global, Adeshola really distinguished the
magazine vision and mission that is meant for
both ladies and women in business Globally.
And also, for entrepreneurs, business starters,
intending business owners, laid off workers,
housewives, undergraduates, young female
leaders and upcoming ladies in business.
She initiated S.H.E AWARDS AFRICA from
Nigeria in 2019. The award is meant to
recognize, appreciate and reward female
entrepreneurs globally. Even those in the
corporate world are not left out. And now, set
to start S.H.E AWARDS in UAE. Her Academy,
Business Innovation Academy initiative is in
collaboration with the Business Research and
Development (BRAD)U.K. It is a training
academy in UK that equips business starters
and entrepreneurs with the right tools and
certification required to survive the tough
business climate. Therefore, for every
candidate that attends the Academy will get
certified from BRAD also and such candidates
are members automatically.
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WORLD ECONOMY
POST COVID

2

MADAN
SABNAVIS

Chief Economist

CARE Ratings
Limited
Will eating or drinking
out be less frequent?
Has online shopping
now become a habit
which can replace the
supermarket? Will we
invest more on health
insurance now that the
pandemic has caught
us unawares? Will
classroom sessions be
fewer and online
coaching the norm?
All these lifestyle
changes will affect
these industries that
have to reinvent
themselves. One never
can tell.
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020 was a lost year at the
global level as all countries
struggled to stay afloat; and
was typified by panic responses
and some bold solutions
without thinking much of the
consequences. This was also
witnessed in India where the
lockdown was followed by various
measures taken to revive the
system. The difference in India was
that the lockdown started with
alacrity and when it looked like that
the economic setback was sharp
which could not be supported by
the government, there was phased
opening up of the economy. IN
other nations, the lockdown was
supported by large doses of cash
t r a n s f e r s a n d o t h e r d i re c t
interventions which went in parallel
until the spread was controlled. But
by the end of the calendar year,
there was a second wave provided
templates that could be followed.
Against this background it would be
interesting to conjecture what 2021
will look like as there have been
several developments on the
vaccine front as well as some
political changes in the economic
landscape that will guide economic
decisions and hence
developments. More importantly
the possibility of any surprise on this
front can be ruled out as even the
new strains witnessed in the west
while bothersome will not invoke
any radical responses.
There are definite patterns that will
be followed across the globe this
year with the priorities too being
known. Let us look at how this
architecture will evolve and
develop across countries. The
first defining objective across
the world is the successful

implementation of the covid
vaccination programme. The
discovery of the same has been the
single most important positive to
emerge by the end of 2020. While
these vaccines have been
developed in specific countries like
India, England, Russia, to name a
few, after a long time there has been
signs of global cooperation in terms
of ensuring that all countries receive
a fair share of the doses. Hence
while countries do fight bitterly on
political grounds which involve
several deaths and destruction of
property it is heartening to see that
when it comes to saving lives
borders do not matter and that
citizens of all nations are part of the
programme. No country is being
excluded from the efforts of the
global community to vaccinate their
population. This does smell of irony
but hopefully will help to bring about
better collaboration between
countries if this spirit of
humanitarianism spreads to other
areas.
The second area of focus will be
how governments react and
behave this year. 2020 was one
where most nations went all out to
ensure that there was aid provided
in different forms to their people as
the lockdown which was near
universal had a debilitating impact
on the livelihoods of citizens. In
response cash transfers, tax cuts,
compensation, subsidies,
unemployment benefits and so on
were introduced to mitigate the ill
effects which resulted especially in
the area of employment and debt. It
would be interesting to see how
governments go back on these
programmes. The IMF has admitted
that fiscal stimulation through
higher expenditure was something
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that was effective last year to
counter the pandemic. While the
pandemic is not really behind us in
anyway with the vaccination being
more of a major hope, governments
may not be in a position to withdraw
in a big way this year and will have to
probably wait for another year and
evaluate the efficacy of the
vaccination drive before rolling back
to normalcy. The routes chosen will
be interesting.
India has been different and, ashas
been reiterated by the government,
the approach has been more on
policy changes in 2020 which was
unique to India. The Budget for
2021-22 does not show signs of
continuation of the stimulus in terms
of non-capex expenditure as there
have been some gradual rollbacks
on relief expenses like cash
transfers and employment
programmes. Therefore, at the
micro level the budget could be
termed as one which is withdrawing
in a phased manner the support
given last year. But this may not be
possible in other countries
especially those which have been
under the second wave and hence
may have to provide support for
more time. India has been better
off in terms of controlling the spread
of the virus so far. But the
announcement that the fiscal deficit
will be targeted at 4.5% by 2025-26
is indicative of the challenges that lie
in going back to the fiscal prudence
targets set earlier as the movement
will have to be very gradual.
Third is monetary policy. One of
the major concerted measures
used by central banks everywhere
was to keep liquidity in abundance
and interest rates low. The idea was
to ensure that enterprise could
borrow at lower rates and keep their
business moving as the debt
servicing burden got reduced.
Therefore, accommodative policies
typified central bank actions. The
same was with the RBI. The fact
that commodity prices remained
benign with crude oil falling to alltime lows and the futures prices
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turning negative at one point of time
made is easier. Everywhere central
banks could target growth rather
than inflation. But 2021 will be
different.
As the IMF has projected all
countries will do better with positive
growth rates in this year as against
negative rates in 2020 with China
being the exception. Once growth
picks up, there will be a tendency
for commodity prices to rise which
has already been evident in metals.
This can make inflation an issue for
central banks. Crude oil is already
nearing $ 60/barrel and could have
an upside of up to 10%. Therefore,
central banks have to draw
tradeoffs now when it comes to the
accommodative measures. Will
interest rates start moving up?
Probably not everywhere as the Fed
and ECB have already committed
to lower interest rates. But others
may choose to revive their control
rates if inflation moves up.
Therefore, one can expect central
banks to either lower the liquidity
support or increase rates
depending on the evolving
situation. A status quo can be
expected to prevail as the bestcase scenario in most countries in
case growth leads to higher
inflation. The regime of declining
interest rates may be over and
central banks will probably increase
liquidity than lower rates when
necessary.
It is the same for the RBI which will
have to take a call on rates since
demand for funds will be higher
from centre and state governments
as well as the private sector. The QE
may have to carry on through
LTROs or TLTROs and other
measures to ensure that liquidity is
not an issue. But if inflation remains
high, this time it may not be possible
to say that the single-minded focus
will be on growth which statistically
will be a double-digit number.
T h e R B I h a s p ro m i s e d a n
accommodative stance which will
help to stabilize rates even in case
the repo rate cannot be changed.

The fourth development to be
watched is world trade. The
pandemic has led to a significant
slowing down of trade in goods and
services. This was due to the fact
that there were restrictions on
economic activity which thwarted
trade. A revival in the world
economy will also spruce up
trade levels with both exports
and imports increasing
commensurately. What would this
mean for India? The low trade deficit
that was a major cushion which
helped in changing the current
account balance to a surplus of 2%
of GDP will no longer be available.
Imports tend to increase when
economies revive and as India is a
net importer of goods, will witness
an increase in trade deficit this year
w i t h i n c re a s e d p r i c e s a l s o
contributing to this growth. Oil price
is something that will have to be
watched closely as the present
system of the government being
uncompromising on taxes on fuel
products means that inflation from
this side can disturb the equilibrium
witnessed last year.
Fifth relates to currencies. 2020
has been typified by a declining
dollar which has propped up all
emerging market currencies. Will
this continue in 2021? In 2020 two
factors played hard on the dollar:
the spread of the pandemic and the
speculation of the outcome of the
US Elections. While the pandemic is
still strong in USA, the spread has
narrowed down to an extent with
the day-cases coming down from
the highs towards the end of 2020.
The new Presidency under Mr
Biden is firmly in place and his views
already known - some have been
executed. The progress of the
vaccination drive can be expected
to be rapid given the resources
available with the government.
Hence the inherent weakness
which typified the economy will get
diluted soon. The post-Presidential
Elections period has still witnessed
a weak dollar with the rate now
crossing the 1.20 threshold. This
means that the rupee will be under
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some pressure. First, the widening
trade deficit will initiate the pressure
on the side of fundamentals and
second, the external factor of dollar
recovering will support the same.
Hence it all depends on how soon
the dollar recovers. The global
consensus is however still favouring
a weak dollar, but the views could
change once the vaccination drive
gains acceleration.
Sixth are the stock markets. The
markets have been completely
irrational in 2020 and after the initial
fall in March have moved upwards
with a lot of foreign investment
flooding markets everywhere. For
the first time there has been a trend
across countries where low growth
prospects have not had impact on
stock prices. The markets have
been driven more by the virus
spread, possible discovery of
vaccine, the firm approval of some
of the vaccines, the spread of
second wave in Europe and finally
the vaccination drive. Arguably the
success of the vaccination drive is a
strong trigger for future growth, but
the markets have been spooked
just by these news headlines and
reached dizzy heights. This run will
continue this year in the absence of
any negative surprise and hence it
will be happy days for traders.
Seventh is gold, which was
almost written off as a dead
asset before the pandemic. The
gains from $ 1200/ounce to nearly $
2000/ounce before getting into an
equilibrium range of $ 18001900/ounce was mainly due to
metal being a safe haven asset.
When the dollar is weak and interest
rates low with bleak growth
prospects gold becomes attractive.
Now the level reaching a plateau
started once the news spread on
the vaccination and the revival of
growth prospects. In this situation
the future of gold could get a bit
nervous as a downside possibility
looks likely if the dollar regains some
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space. But an upside seems difficult
as the most challenging phase is
behind us.

Against this
background it would
be interesting to
conjecture what 2021
will look like as there
have been several
developments on the
vaccine front as well as
some political changes
in the economic
landscape that will
guide economic
decisions and hence
developments. More
importantly the
possibility of any
surprise on this front
can be ruled out as
even the new strains
witnessed in the west
while bothersome will
not invoke any radical
responses.
The last factor is politics which
can upset the global economy.
Today with the preponderance of
the pandemic everywhere, there
seems to be less time being
devoted to political issues
especially in the Gulf region.
Therefore, political disturbances
can be ruled out. However, trade
wars will be something that have to
be buffered in especially with
relation to China. A weak world
economy which is struggling to get
up will be intolerant to trade
disrupting forces and with China
being the only large nation on

positive growth territory in 2020
would be a concern for all nations.
The USA at some stage would have
to revisit this issue for sure which
can have feeder effects on other
nations.
Conjectures are many on how our
lives change and the industries get
more adaptive. It is generally felt
that there will be a new normal in our
lives. Will work from home be a
norm, which can affect the real
estate sector? Will travel by own
vehicle replace public transport?
Will living in big cities be less
attractive as WEF gains in
precedence? Will entertainment be
on the Internet rather than the
theatre? Will eating or drinking out
be less frequent? Has online
shopping now become a habit
which can replace the
supermarket? Will we invest more
on health insurance now that the
pandemic has caught us
unawares? Will classroom sessions
be fewer and online coaching the
norm? All these lifestyle changes
will affect these industries that have
to reinvent themselves. One never
can tell.
Hence the rest of 2021 will be more
one of ‘wait-and-watch’,
‘consolidation’, ‘gradual movement
towards normalcy’ and more
tolerant economic policies.
Statistically everything will look
brighter which should however be
interpreted with caution. The
progress of vaccination and its
completion will be a ‘2021 affair’
and hence the world will get back to
what can be called a ‘normal’ only in
2022.
Views are personal.
Sabnavis is the Chief Economist with
CARE Ratings since 2010 and is the
author of over 2500 articles in business
newspapers since 1988. He is also the
author of 4 books, the latest being: Hits &
Misses: The Indian Banking Story (SAGE)
released in December 2020.
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CAPITAL MARKETS
OUTLOOK

NILESH SHAH
Group President and
Managing Director
KOTAK MAHINDRA
ASSET MANAGEMENT
COMPANY LIMITED

This budget has
also proposed to
setup buyer of last
resort in the bond
market. They will
buy investment
grade securities at
market clearing.
This will ensure
that in future,
credit markets
don’t become
illiquid.

L

ast year was lot like the film
“Amar Akbar Antony”. It was
all about “Honi ko Unhoni kar
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de -Unhoni ko Honi”. Flows,
Sentiments and Fundamentals are
the Amar, Akbar and Anthony of our
markets. They made the
‘mother of bear market’ turn
into ‘mother of bull market’ in
just about six months. Flows
came from FPIs as well as retail
investors. Sentiments happened
because of normalcy and economic
activity; and fundamentals
improved.
Central banks around the world
continue to bring money. Negative
debt continues to pile. More than
75% of debt continues to trade
below 1% yield. Interest rates have
come down dramatically which
supports fund flows into equities.
Due to this, even companies which
are not profitable are able to raise
money in IPOs in the US market.
Also, when liquidity is high, it does
put upward pressure on
commodities price. We have seen
that commodities prices like wheat/
corn have started moving up. This
movement is visible in both the Agri
and industrial commodities. For
example: Local steel prices are up
from 40 Rs per kg to more than 60
Rs per kg. The packaging material,
chemicals dyes, etc prices are up
10-15%.
In month of Jan, GST collection
remained high above Rs 1 lakh cr.
Power demand continues to remain
all-time high. People are expecting
the power demand in India to cross
200 GW soon. Manufacturing PMI
also continues to improve. Services
PMI is also high. Forex reserves are
at all time high. Credit off take
increased by 6.6% and exports
grew by 5.4%. There is fair amount
of positivity across various
indicators.

Active cases fell to 1.55 lakhs.
Moreover, more than 44 lakhs
people have been vaccinated in
India. India’s vaccine diplomacy is
winning rave reviews. India’s Q-o-Q
GDP contraction may base out in
Dec quarter as per NCAER. This is
three months ahead of expectation.
India in CY 2021 will be the fastest
growing economy as it is on a lower
base.
There are couple of factors putting
India on faster growth. One is
production linked incentives
scheme (PLI). This can add 1.6% to
India’s GDP on incremental basis by
FY27. This PLI scheme is showing
tremendous attraction amongst
investors. It is best structured
scheme to attract companies out of
China and help setup base in India.
India’s electronic exports have
jumped from USD 5.7 bn to USD 11
bn. With PLI it will get further
momentum.
Growth in real estate too may assist
India’s GDP growth. Interest rates
have come down. Housing
affordability is increasing, real estate
prices are relatively stagnant. Stamp
duty concessions have been
offered. We believe that 1%
incremental GDP growth would
come from real estate and housing
related sectors.
Going ahead, we believe that
Fintech theme (i.e. Finance and
Technology) may be a great
investment opportunity from 3-4
year perspective.
This FY22 Union budget was
transformational for India.From Sita
to Gita. From introvert to extrovert.
From shy to adventurous. It was an
AtmaNirbhar budget. It was a
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statement to tell the global rating
agencies that we will follow the path
of fiscal prudence on our terms not
theirs. That we will be spending
money to support economy like US,
UK, Japan does. And we will also
pursue path of fiscal prudence when
the time is appropriate.

This budget also was big on
transparency. It has assumed up all
the off-budget items into the budget
like food subsidies from FCI balance
sheet. This was a pro-growth bold
budget and lays foundation for
double digit growth.

This was budget of confident India
for accelerated growth. It was for
minimum government, maximum
governance. This was bold India’s
budget for health care. Wuhan virus,
impacted our economy. India was
one of the few countries which
readied vaccines for delivery. India is
planning to vaccinate its population
by apportioning Rs 35,000 cr. It is
also providing the vaccine to the rest
of the world as well. This budget is
also equipping our defense forces.

Investors should
follow disciplined
asset allocation and
should not chase
momentum. Just
because in the last 12
months returns have
been fantastic it does
not mean that next 12
months returns also
will be great. Be a
regular and long-term
investor and maintain
your disciplined asset
allocation.

For 70 years India’s growth has
been restricted and constrained as
PSUs dominated one sector after
another. Now we are discarding
restrictions of past. Seven PSUs are
targeted for privatization. We
believe that the divestment estimate
of Rs 1.75 lakh cr is a fairly
conservative number and can be
easily achieved. This budget is
ambitious towards its aim of building
infrastructure, roads, railways, etc.
Once Delhi Mumbai Freight Corridor
(DMFC) is operational in 2022,
India’s logistics cost will come
down. India’s cost of goods and
working capital requirement will
come down for the industry.
Government is monetizing its
existing assets, be it railway land,
defense land, oil & gas pipeline,
warehouses, transmission lines,
stadiums, etc to create new assets.
This is necessary since world is
moving towards digital
infrastructure. Unless we monetize
physical infra, we will be left behind
in creating digital infrastructure.
This budget has also proposed to
setup buyer of last resort in the bond
market. They will buy investment
grade securities at market clearing.
This will ensure that in future, credit
markets don’t become illiquid.
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Moreover, the government is
spending money on its balance
sheet and through its PSUs.
Budget capital outlay of the
government is 4.8% YoY and
overall it’s roughly 10%. The capital
spending outlay is across the
sectors from roads, to defense to
railways etc. We are working
towards becoming infra surplus
from being infra-deficient for years.
This budget is declaration of intent.
The Execution will be the key now.
In this backdrop, we maintain a
nuanced view. Valuation wise we
maintain a neutral weight on
equities while momentum wise
investors can be slightly positive.
This does not mean one must sell
equity. It only means that an
investor can book profit if he/she
has been overweight on equities
this point of time. Also, let’s be
aware that valuation wise, we are

trading at marketcap to GDP ratio
of more than 100% against
historical average of 75%. The
forward PE ratio is slightly at a
premium over the average but as
earnings upgrade comes in, it may
get neutralized. P/B ratio seems to
be trading just above historical
average. Put all these things
together, we believe that markets
are at fair value.
There were lots of articles in around
Mar-20 period which asked to stop
SIP and said that SIP returns on 5
year, 10 year are below FD returns.
Today many of the same are saying
that investors have struck gold who
maintained their SIP through the
period. While SIP returns were
indeed in negative around Mar-20,
the SIP returns are back into double
digit in prominent funds. This
makes it clear that advice of a
trusted mutual fund distributor is
more important.
Investors should follow disciplined
asset allocation and should not
chase momentum. Just because in
the last 12 months returns have
been fantastic it does not mean that
next 12 months returns also will be
great. Be a regular and long-term
investor and maintain your
disciplined asset allocation.
Nilesh Shah is the Managing Director
(MD) of Kotak Mahindra Asset
Management Co Ltd. He has over 25
years of experience in capital markets
and market related investments, having
managed funds across equity, fixed
income securities and real estate for local
and global investors. In his previous
assignments, he has held leadership
roles with Axis Capital, ICICI Prudential
Asset Management , Franklin Templet on
and ICICI securities. He is the recipient of
the inaugural Business Standard Fund
Manager of the year award - Debt in
2004. He was part of the team that
received the best fund house of the year
award at Franklin Templet on as well as at
ICICI Prudential. He is a gold medalist
chartered accountant and a merit ranking
cost accountant. His hobbies include
reading and educating investors on
financial planning. He has co-authored
book on Financial Planning called "A
Direct Take”
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INDIAN BANKING SYSTEM.
FUTURE IS DIGITAL

S

DR. CHIRAGRA
CHAKRABARTY
CEO
KATIC
CONSULTING LTD.
MAURITIUS
As it is always said
“Necessity is the
mother of all
inventions”. COVID19 has made digital
transformation more
relevant and urgent
than before.
Opportunities that
bank expected to
have years to
prepare for are
quickly approaching
and previously slowgrowing pain points
are being pushed to
the surface.
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tressed assets in public sector
banks have blocked the growth
of banking sector since long. It
is in this context that growth in the
banking sector can be envisaged
through consolidation of weaker
entities with strong players in the
market. The Indian government has
already put in action ‘Plan for
Revamping of Public Sector Banks’,
INDRADHANUSH, under implementation. The merger of weaker bank
with stronger bank raises the question,
whether the strong will be stronger
after merger or its financial statement
will get stressed more? We need to
answer this question. The stronger
bank after merger will definitely get
stronger in terms of more allocation of
branches, some assets etc but it may
not lead to enhancement of the
profitability spread. The enhancement
of profitability spread will become
reality in the stronger bank starts once
they start investing in innovation.
According to me the Indian Banking
system is moving toward this
phenomenon called innovation
through digitalisation. Growth via
partnerships in a disruptive
Technology environment and, even
within emerging models such as
Payment Banks are the way forward.
COVID-19 is the greatest challenge
the banking industry has faced in
decades. It has impacted banks’
revenues and profits due to the
behaviour of their customers and
through heavier demands on their
technology infrastructure. The
banking industry and IT industry were
pushing for digitalization from long
time but that push was not enough to
get the momentum of digitalisation,
which it has got in the year (2020). As it
is always said “Necessity is the
mother of all inventions”. COVID19 has made digital transformation
more relevant and urgent than before.
Opportunities that bank expected to
have years to prepare for are quickly

approaching and previously slowgrowing pain points are being pushed
to the surface. To meet these
challenges, banks are having to
innovate, reinvent and redefine
themselves.
The question is how much of this
change will prove to be permanent
versus how much is temporary? If
COVID was to end overnight, would
old patterns of behaviour return or
would new habits become
permanent? The transition towards
digital was inevitable for routine
activities - checking balances,
payments and transfers etc. Many of
these activities are habits, and
once habits are embedded, they
are unlikely to change. But I believe
as COVID fades, people will still have a
psychological need for human
interaction at important life moments
in reference to banking and
purchasing of new products. As
industry reports indicate, customers
are still using human channels to
resolve problems, seek advice and
open new accounts. A good in-person
customer experience, including
relevant advice, carries a lot of weight,
even among millennials, who are
supposed to be very efficient with
usage of technology.
This will force banks to rewrite their
physical and digital strategy and
identify new ways to meet customer
expectations while simultaneously
rethinking their business models and
revenue strategy. Take a clue from the
concept of Apple Store, Apple is
leading technology company, but
have you anytime seen an Apple store
empty? Most of the time it is full of
millennials. Apple Stores, offering a
place for customers to explore
products and services. In same way
banks’ branches will be a place to
solve customers’ banking problems,
showcasing new products and
services. Future branches will be a
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place which will be a mix of luxury
and technology. Branches will
become like service lounges and
space will be broken up into more
casual seating areas for deeper
private conversations and following
social distancing norms, if required.
Agents will be present to guide
customers. These agents can be a
human being or a ROBOT.
The big banks, the public sector
banks, to continue the enjoyment of
big market share, they will have to look
at providing proactive banking
services. No doubt size maters, but a
small entity with big innovative ideas
can give challenge to big banks. As
per one of the studies done by
Delloite, alternative lenders seek to fill
this gap with innovative use of
technology to construct alternative
credit scores based on social profiles.
Loan marketplaces use algorithms to
match borrowers with the most
suitable institutional lenders based on
their credit profile. P2P lenders, on the
other hand, bring individual lenders
and borrowers together, creating a
new source of funding for the vast
unmet credit demand. Fintech players
are expected to drastically drive down
the cost of financial intermediation.
While this wide-spread disruption may
seem disconcerting, it also opens up
avenues for digital transformation and
therefore, new sources of revenue for
banks. Banks are being compelled to
alter age-old business practices to
offer a wider spectrum of services
which will allow them to compete
effectively with the lean, agile and
innovative fintech start-ups.In this
process of heightened disruption, a
clear insight emerges - banks and
f i n t e c h p l a y e r s a re n a t u r a l l y
interdependent. The teaming up of
banks with Fintech company is on an
upswing in India. This is a win win
situation for both. The banks can
utilise the latest technologies related
to cloud-based services, Robotic
Process Automation (RPA), block
chain, etc. Usage of all these
technologies will lead to a proactive
banking service.
I believe, we have not reached that
position, where human beings can be
completely replaced by technology, it
is not possible, and it is not feasible.
Hence the human being will be
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present& it will lead to challenges.
Let’s understand the challenges the
Indian/global banking system will face.
The biggest challenge will be manual
intervention in the regular process,
which may lead to frauds and
cybercrimes. Cyber risk are giving
sleepless nights to banks, to the
regulators, for the board, the CEO
etc... Biggest reason this continues to
loom large is that the nature of the
threat is constantly evolving.

The teaming up of
banks with Fintech
company is on an
upswing in India. This
is a win win situation
for both. The banks
can utilise the latest
technologies related
to cloud-based
services, Robotic
Process Automation
(RPA), block chain,
etc. Usage of all
these technologies
will lead to a
proactive banking
service.
Digital banking goes beyond just
online or mobile banking platforms. It
involves the complete digitalisation of
all activities, programmes and
functions. The transition from
traditional banking towards digital
banking is marked by different
challenges.Old inherited banking
systems, language and platforms with
a complex, antiquated architecture
that require a profound transformation, an intelligent systems solution
and central processes. As I said
above, customers tend to be reserved
about using a digital bank that has no
physical branches; this makes
complete digitalisation difficult. The
digital transformation is a complex

process and requires specialists to
implement it. The lack of appropriate
staff in the banks will also be a
challenge. Finally, huge investment
which is required for digitalisation also
becomes a bottleneck for a stressed
bank.
To conclude, there is no doubt that the
Banking Sector in India has become
more competitive with the advent of
digitization and the Digital India
Program for ensuring better customer
service. The very innovation that
drives business growth and value also
create first order cyber risks.
Questions are now being raised on
technologies that were previously
thought as secure. Looking at cyber
threats in isolation, severely limits our
ability to understand the complete
impact of cyber risk. There is a need
for enhanced cyber risk assessment
framework and testing methodology
to continuously detect and protect
against evolving cyber threats.
Another area, which needs to be
given high priority is the financial
and technology risk knowledge to
the customers. Banks need to
invest in big way in the above two
areas to make digitalization process
success.
Dr. Chiragra Chakrabarty, Master’s in
Economics, PhD in Financial Economics.
Having a professional experience of 26
years. He is CEO of KATIC Consulting Ltd
& Associate Partner at TNP(LLP) UK. He
is also working as FInancial Market Expert
consultant with IMF. He has worked with
Deloitte, PwC, MCX, S&P(CRISIL) IDBI,
UTI, DFHI, MCX and Bourse Africa.
Former positions included:
• Executive Director of Bank of Mauritius,
managed the county's forex reserve.
• He worked in the industry on a range of
risk, finance, data management, digital
currency, and financial market
development.
• Developed a market benchmark and
did third party valuation for financial
market products.
• A domain expert for Treasury/Risk and
Financial market technology platform.
He is an author of several books and
regularly publishes articles in renowned
magazines.
He is also visiting faculty in various
academic institutions of the world.
Visit www.katicconsulting.com for more
information.
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BROKING INDUSTRY
OUTLOOK

ANURAG BANSAL

Director

SMC GLOBAL
SECURITIES LIMITED
While economic conditions
remained uncertain across
economies,the gush of liquidity
pumped in by central banks led
to massive inflows in to equity
markets and that has changed
not only the fortune of
investors but also of the
broking industry as well.

F

Y21 could be a historic year for the
broking industry and capital markets
across the globe and India in particular:
Stock markets are a barometer of the economy we
know since decades but what we have witnessed
this year in equity markets is nothing less than
magical. After a 39% fall in Indices from its peak due
to Covid led lock down who would have thought we
198

would see a nearly 100% rise in the same year itself.
While economic conditions remained uncertain
across economies, the gush of liquidity pumped in
by central banks led to massive inflows in to equity
markets and that has changed not only the fortune of
investors but also of the broking industry as well.
Trading volume has seen a significant jump:
The daily average trading volume of BSE and NSE
combined has seen a significant jump during the
year. The sharp fall in markets due to COVID-19
made equities very much attractive for investors. The
Average daily turnover of BSE+NSE combined for
the cash segment has seen a substantial jump of
~60% for the 10MFY21 to Rs. 63,172Cr. vs Rs.
39,108Cr. for FY20. The meltdown in prices
attracted many new investors to the market. The
mouth-watering price levels of many blue chip
stocks was something never seen in years and it was
once in life time opportunity for first time investors.
While lower valuations contributed to initial influx of
investors and higher trading volumes, the
subsequent good returns generated by existing as
well as new investors, coupled with lesser
attractiveness of low yield assets like Bank FDs has
kept investors and traders busy this year.
While DIIs have remained net seller for larger
part of the year, FPIs have turned highly positive
towards India and have pumped in a record $35.6
Bn so far in 10 months of FY21. We know that the
economic recovery in India has been faster than
expected and there should be no reason for FPIs to
disown Indian equities now. The million dollar
question is “will this high daily turnover sustain”?
Partly yes because retail investors have tested the
success of high return from equities and they are
unlikely to exit in the near term. Having said that there
could be times when volumes could come down or
go up but the India story has become even stronger
and we believe we could see even better days
ahead.
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Avg Daily Turnover NSE+BSE Cash (Rs. Crores)
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The historic rise in trading volume is backed by
a historic rise in number of new investors: Retail
investors seem to have matured in India as far as
participation in equities is concerned and why not?
People with a long term objective have been able to
generate good returns irrespective of the market
volatility in the short term. The sharp fall in stock
prices attracted a record number of investors to the
markets this year and till January, 2021 around 1.05
crore new accounts have been opened, which is 2x
of accounts opened in full year FY20. With corporate
earnings picking up there is very little chance of a
sharp correction in stock prices going ahead. While
volatility could go up going ahead, this doesn’t seem
will stop new investors coming in to the market.
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While DIIs have remained net
seller for larger part of the
year, FPIs have turned highly
positive towards India and
have pumped in a record
$35.6 Bn so far in 10 months of
FY21.We know that the
economic recovery in India
has been faster than expected
and there should be no reason
for FPIs to disown Indian
equities now. The million dollar
question is “will this high daily
turnover sustain”?

FY21*

Sources: CDSL, NSDL. * As on 31st Jan 2021, for other years it’s as on
31st March of the year

Significant allocation by FPIs towards India: FPI
inflows towards India have always remained erratic
depending on the global interest rates and economic
performance. However, the relatively less impact of
COVID-19 on Indian economy and faster than
expected recovery led to significantly higher
allocation by FPIs towards India compared to other
emerging countries. In FY20 also India received
strong FPI inflows, which got sold off towards the
end of the year led by COVID. However, in FY21 so
far, a record sum of ~ $35.6 Bn has flown into India
and the trend still remains positive.
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The AUM growth for Indian Mutual Fund
Industry has been phenomenal: FY21 would be
an interesting year as far as MFs AUM growth is
concerned. The last quarter of FY20 saw substantial
wealth erosion due to global volatility led by the
COVID-19 crisis. While India was still not impacted
by the pandemic, the intense selling by FPIs
destroyed massive wealth for Indian Equity Investors
and the Indian Mutual Fund’s combined AUM which
hit a high of Rs. 27.85 lakh crores in Jan-2020
dropped to Rs. 22.26 lakh crores by March end.
While the Domestic AMCs continued to see
redemptions, the soaring valuations have propelled
the total AUM of the MF industry to Rs. 31.84 lakh
crores, up ~43% from its March-20 lows.
FORUM VIEWS - APRIL 2021

Asset Under Management of Indian AMCs
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Expansionary fiscal policy is the new norm
across the globe: Tax collections for the
Government took a major hit due to the strict lock
down initially. The welfare schemes as well as various
packages to reignite the economy resulted in huge
Govt. expenditure and hence Fiscal Deficit is likely to
hit 9.5% for FY21. While in normal scenario this kind
of numbers would have been taken extremely
negatively by the rating agencies and overseas
investors for India, the fact that there is huge stimulus
being given across the economies, by way of money
printing, the surge in fiscal deficit in India is not
something to be worried for. Also one should make a
note that a large part of the incremental spending
was done for employment generation as well as
supporting the rural economy which in turn led the
recovery for the entire economy. Hence it won’t be
inappropriate to say that higher Fiscal Deficit would
be the new norm for many economies in the years to
come.
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SIP flows have not slowed down materially,
neither has it gone up: With the sharp corrections
in equities there was fear of SIP money drying out.
While there is some slowdown in the incremental
inflows, it could still remain robust for years to come.
It seems that a lot of retail investors’ money has flown
into direct stocks rather than SIP during the last three
quarters.
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Peak margin requirement could impact trading
volumes in the near term: SEBI’s new framework
on peak margin reporting could impact the trading
volumes of the brokers in the near term. In order to
reduce excessive leverage by traders, SEBI brought
in the new frame work under which a clearing
corporation will have to inform to traders and
investors at least four times a day about their margin
requirement. Though, the new peak margin system,
being implemented in phases, will have an impact on
all the brokers, the larger brokers can still generate
delivery-based volumes backed by their research
capabilities.
“Every decade or so, dark clouds will fill the
economic skies, and they will briefly rain
gold.”
- Warren Buffett
We have seen both high pessimism and negativity
followed by high hopes and optimism this year from
the stock market. And the above quote of legendry
investor Warren Buffett has come true this year.
I believe that the harder you work, more luck
you will have by your side, with this I wish the
entire investor community all the best for the
coming years and also won’t be afraid of saying
that, the best of India Story is yet to come and
Indian Broking Industry will be a direct
beneficiary of this.
Anurag Bansal, Whole-time Director, SMC Global Securities
Limited.
He possesses extensive experience of over 20 years in Capital
Markets. He is Whole time director of SMC Global Securities
Limited which along with its group companies offers a diverse
range of financial services including institutional and retail
brokerage of equity, derivatives, commodities, currency, online
trading, depository services, distribution of IPOs, mutual funds,
fixed deposits & bonds, insurance broking (life and general),
clearing services, margin financing, investment banking,
portfolio management, wealth advisory, real estate advisory
and research.
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INDIAN DERIVATIVES MARKET
AND RISING OPTION ACTIVITIES

J

CHANDAN TAPARIA

Vice President Research
MOTILAL OSWAL
FINANCIAL
SERVICES LIMITED
Indian Derivatives
market is growing
rapidly along with its
rising Algos activities
from the last couple of
years because of its
multi fold advantages
like higher liquidity,
less transaction cost,
flexibility, hedging,
arbitrage, user
friendly, customized
strategies, limited or
calculated risk and
rising knowledge with
better understanding
among the market
participants.
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ourney of Indian Equity
market has been splendid
as BSE Sensex made a
new milestone to hit 50k marks in
the beginning of new year 2021.
Sensex which started its
computation in 1st April 1979 at
value of Rs. 100 has grown
manifold by 500 times in last 41
years at 50,000. This really
shows the power of Indian Equity
market over the long term. We
have noticed that many Indian
companies which started as a
start-up now are among the top
players in the world market.
In the recent past most of the
Indian indices made a huge gains
like never before and investors
made handsome return in this
time frame. BSE Sensex
witnessed a remarkable recovery
from March’2020 panic low of
25638 to recent new life time high
of 52516 marks. Nifty index
witnessed a sharp recovery of
more than 100% in last 11
months from 7511 to recent life
time high of 15431 marks, while
at the same duration Banking
Index also outperformed and
recovered by around 133% from
16116 to 37708 levels.
We have noticed that most of the
sectorial indices participated in
this liquidity driven, support
based market rally as investor
found market quite attractive. FIIs
were net buyers in most of these
months and pouring their money
to emerging market like India to a
record amount. We have seen
that Fund flows were also

increasing as concerns of Covid19 were less in Indian economy
compared to world’s other
developed or developing nations.
India’s equity weightage also
increased in Emerging market
fund which is also a reason of this
recent Bull market.
During the pandemic lockdown
when economy was shut fully or
partially, Indian share market
were trading normally. Retail
participation in the Indian equity
& derivatives market has
seemingly increased along with
rising number of Demat accounts
and Mutual fund flows.
Capital markets have been
witnessing increased liquidity
and global cues have kept the
market quite volatile with buying
interest at every small decline in
last few quarters. We are almost
a year past since the start of the
novel Coronavirus pandemic and
investors are fast developing and
increasing awareness. Every
meaningful decline is being
bought as investors are looking
to seize a great opportunity and
parking their funds into good
quality stocks. Time and tide wait
for none and similarly one needs
to be swift to ride the market
movements.
However, a regular profit booking
was also seen in between in this
overall bullish market due to
concern of rise in the U.S. 10
Year bond yield which broke
1.5%. Equity markets are
inversely related to bond yields
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and thus a rise in the same
tumbled the global markets in the
recent past.
However good corporate
numbers and positive outlook
was seen in the Metals and Auto
stocks. Even with the shakiness
and markets plunging to low
levels, economy is reviving, and
stimulus is keeping the
sentiments alive. Recovery can
be seen fast and the entire street
proceeds to rebound back to
higher levels.
Indian Derivatives market is
growing rapidly along with its
rising Algos activities from the
last couple of years because of
its multi fold advantages like
higher liquidity, less transaction
c o s t , f l e x i b i l i t y, h e d g i n g ,
a r b i t r a g e , u s e r f r i e n d l y,
customized strategies, limited or
calculated risk and rising
knowledge with better
understanding among the
market participants. Traders are
now a days quite familiar with
many well-known multi leg, low
risk option strategy and also
understand the effect and benefit
of time decay. Understanding
and using the option and hedging
activities can give an extra edge
in such kind of upcoming
scenario to mitigate the risk and
to increase the profitability.
We have noticed that in last few
years, many learned Option
traders in forms of expiry traders,
Algos, Delta hedging, Gamma
scalping, long dated strategies
are increasing in market which is
likely to provide liquidity and
healthy movement in Indian
Derivatives market. NSE
launched a new Index by the
name of Nifty Financial which
comprises 20 Financial stocks. It
is less volatile than Bank Nifty
while more volatile than Nifty
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could attract more trading
activities in coming months. At
the same time BSE F&O turnover
and one exchange to other
exchange arbitrage is also
increasing which also indicates
a b o u t m o re k e e n n e s s o f
exchange and participants to get
the advantage of liquidity in the
system.

We have seen that
India VIX - a greed
and fear indicator is
moving in between
15 to 30 zones from
last eight months
which is supporting
the overall bullish
market setup and
reason being every
decline could be
bought. Stimulus in
Global as well
domestic market
infra boost from
government, In line
Budget, lower
interest rate, pant up
demand, better
corporate earnings
and FIIs flows are
key reasons to stay
bullish on Indian
equity market.
India Derivatives market hit a
daily all-time high volume of 72
lakh Cr. in the month of
November 2020 and volumes is
steadily rising even after peak

margins norms implication in
December 2020. Growing
activities in Indian Derivatives
market is making the Indian
market more mature and thus
provides more opportunity to
grab.
Outlook: We have seen that
India VIX - a greed and fear
indicator is moving in between 15
to 30 zones from last eight
months which is supporting the
overall bullish market setup and
reason being every decline could
be bought. Stimulus in Global as
well domestic market infra boost
from government, In line Budget,
lower interest rate, pant up
demand, better corporate
earnings and FIIs flows are key
reasons to stay bullish on Indian
equity market.

Chandan Taparia, MBA (Finance) and
PGPBM - (Finance & Marketing) from
Jagan Institute of Management Studies Jaipur, with more than 10 years of
experience in Equity research. Chandan
joined Motilal Oswal Securities Ltd in
February 2017 and is managing
Technical and Derivatives research as
Vice President. In the past he has worked
with Anand Rathi Shares & Stocks
Brokers as a Derivatives & Technical
Head – Retail Research segment.
He has conducted several seminars
across the country and visiting to many
well-known Management Schools to
share his experience. He has also worked
on many Derivatives product and
customized option strategies. He is
regular guest and a prominent renowned
face on all the Business Channels like
CNBC TV18, CNBC Awaaz, Zee
Business, ET Now, Bloomberg Quint,
Money9, etc in their prime time shows.
He has been contributing to media
stories regularly in the leading
publications and portal like Economic
Times, Business Standard, Hindu, Mint,
Financial Express, Deccan Herald, Dainik
Bhaskar, Divya Bhaskar, Financial
Chronicle, Moneycontrol.com, ET
Online.com, BS online and other leading
media houses.
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2021 WILL BE A YEAR OF TWO
HALVES FOR GLOBAL
COMMODITIES MARKET

D

G. CHANDRA
SHEKHAR

Economist, Senior
Editor and Policy
Commentator

GLOBAL AGRIBUSINESS AND
COMMODITIES
MARKET
SPECIALIST
This upward momentum in
the commodities market is
continuing into the first
quarter of the current
year; but the big question
is how long would it last.
On current reckoning,
2021 is likely to be the
year of two halves, with
the second half likely to
witness some kind of
normalization of supply
and demand, with
concomitant effect on
prices.
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espite a sharp slowdown
in economic activity
worldwide and demand
destruction caused by the
pandemic, global commodity
markets ended 2020 higher than
a t t h e s t a r t o f t h e y e a r.
Rebounding growth leading to
higher consumption demand,
supply disruptions, rising energy
prices, massive liquidity boost,
weaker US dollar and La Nina
weather phenomenon have all
combined to push overall
commodity prices (energy, metals
and agriculture) higher.
Vaccine availability has changed
the sentiment from one of gloom
to a sense of cautious optimism.
China has re-emerged as the most
important driver of commodity
demand following a revival in
economic activity including
construction, automobiles and
export/ import trade.
This upward momentum in the
commodities market is continuing
into the first quarter of the current
year; but the big question is how
long would it last. On current
reckoning, 2021 is likely to be the
year of two halves, with the
second half likely to witness some
kind of normalization of supply and
demand, with concomitant effect
on prices.
Energy: Energy markets (crude
oil, natural gas) are likely to stay at
elevated levels this year as
demand revives with higher
industrial and transport activity

while supplies are somewhat
constrained. The crude oil market
is most likely to remain in deficit at
least in the first half of this year
e s p e c i a l l y w i t h p ro d u c e r s
(OPEC+), under the lead of Saudi
Arabia, showing exemplary
discipline in abiding by the output
cut decision. No wonder, by midFebruary, Brent crude breached
the psychological $ 65 a barrel
barrier.
With WTI too rising in tandem, the
US shale oil producers have
received a welcome shot in the
arm. Rig counts are rising
gradually. However, the US shale
output is likely to pick up rather
slowly because of financial
constraints and new environmental regulations.
After March, there is the strong
possibility of the OPEC+ output
reverting to normal levels. In the
event, speculative investors may
exit their long positions and crude
price will face a correction
Metals: Industrial metals prices
started to surge in the last quarter
of 2020 thanks to strong demand
growth in China and investor
buying. Copper has decisively
breached the psychological $
8,000 a ton and was trading at
over $ 8,500/t by mid-February.
Indeed, copper has gained a
massive 80 percent in the last nine
months or so. Iron ore ($ 170/t)
and steel (HR coil over $ 1,000/t)
have not lagged behind in price
rally.
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But the price surge is unlikely to
last long as the positive effects of
stimulus, especially in China,
begin to fade. Also, tighter lending
restrictions for the property sector
in China will weigh on demand for
commodities such as steel and
copper. Mine production too
should see a rebound in activity
especially in South America and
Africa, augmenting supplies of
raw material.
W ith market fundamentals
expected to normalize in the
second half of the year, copper
may shed 10-12 percent from the
current levels and steel up to 20
percent.
Gold and silver had a stellar run in
the second half of 2020, boosted
by enormous liquidity infusion and
surging investor interest, though
physical demand continues to
remain weak. 2020 witnessed
massive physical market demand
destruction as evidenced by sharp
decline in imports into major
consuming countries such as
China and India. It is well
recognized that demand for gold
in a developing economy such as
India is highly price-elastic.
Gold breached $ 2,000 a troy
ounce in August 2020, but failed
to hold on to that level because of
its inverse relationship with the
dollar, US bond yields and stock
market. However, with cheap
money, precious metals are
unlikely to see any major
correction anytime soon. Silver is
expected to outperform gold.
February 2021 saw gold price
come under pressure with firming
US dollar and rising US bond
yields. However, if economic
activities rapidly return to normal
following large-scale vaccination,
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there is the danger of investors
exiting safe-haven asset such as
gold. Yet, it is most unlikely the
yellow metal will collapse
dramatically, say towards $ 1500 a
troy ounce levels this year. It will
potentially trade in the $ 16501850 an ounce range.

The Union Budget
2021-2022 has
provided a booster
dose for the Indian
commodities
market by
providing for
massive
infrastructure
spending. This is
positive for cement
and metals such as
steel, copper and
aluminium. The
policy to scrap old
vehicles is positive
for the automobile
industry which
uses several
commodities
including metals,
rubber and cotton.
Agriculture: La Nina weather
phenomenon has played havoc
with the world agricultural market

with supplies tightening and
prices surging to highs not seen in
recent years. Corn, soybean,
coffee, cocoa and palm oil are
prime examples of weatherinduced output losses causing a
price spurt. This has been
exacerbated by supply chain
disruptions and flow of
speculative capital. China’s
ravenous appetite for agri-goods
is also a contributory factor.
However, agri commodity supplies
are likely to bounce back strongly
in the second half of the year
following current high prices which
are sure to trigger increased
planting in the northern
hemisphere in the months ahead.
Prospects of improved harvest will
begin to weigh on agri-markets
sooner than one can imagine. The
second half of 2021 will see more
benign prices.
India: The Union Budget 20212022 has provided a booster dose
for the Indian commodities market
b y p ro v i d i n g f o r m a s s i v e
infrastructure spending. This is
positive for cement and metals
such as steel, copper and
aluminium. The policy to scrap old
vehicles is positive for the
automobile industry which uses
several commodities including
metals, rubber and cotton.

Views are personal.
G. Chandrashekhar, Economist, Senior
Editor and Policy Commentator, is a
global agribusiness and commodities
market specialist. He is an Independent
Member of SEBI Commodity Derivatives
Advisory Committee and SEBI Research
Advisory Committee. Views are personal.
He can be reached at
gchandrashekhar@gmail.com
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BULLIONS. “THE HARDER THE
CONFLICT, THE MORE
GLORIOUS THE TRIUMPH”
attracts physical demand. Both the factors act as a seesaw and maintain the balance.

VANDANA BHARTI
Head - Commodity
Research

SMC GLOBAL
SECURITIES LIMITED
With the transition from
pandemic to the rollout of
vaccines, the risk appetite of
investors increased and
reflected in the performance of
equity market, which made
new highs now and then.
Gradually the borders of
various countries opened, and
economic activities improved
in the second half of the 2020.

A

mong metals, Gold is the most traditional and
loveable metal of the world. Over the years, it has
always been in limelight and being used as an
alternate successful asset class for dealing with the
situation from certainty to uncertainty in the global
market. Gold is always in a win-win situation as the
uptrend prompts investment demand and correction
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Gold recorded an impressive performance in 2020,
hitting an all-time high of $2,067/oz in early August.
Despite the volatility, episodes of correction and
consolidation in the latter half, still it gained 24 percent
over the course of the year to hit an annual average of
$1,770/oz, up 27 percent year-on-year. If we talk about
the Indian market, it hit the high of Rs.56191 per 10
grams in the month of August.
With the transition from “pandemic to the rollout of
vaccines,” the risk appetite of investors increased and
reflected in the performance of equity market, which
made new highs now and then. Gradually the borders of
various countries opened, and economic activities
improved in the second half of the 2020. Improvement in
PMI’s, export-import, trade data etc. restoredthe
confidence in the financial markets. Since then, gold has
come on back foot on diminished role of “Safe haven
buying”.The real slaughter on the commodity was also
triggered by another spurt in Bitcoin. In days to come,
we can see further selling pressure on gold could be in
the offing as the leading digital currency has rallied to
another all-time high of $50000.
Now, the million-dollar question is that is it a temporary
pause in the rally and entered in a bearish phase. The
answer is No. Historically, it has generated long-term
positive returns in both good and bad economic times.
Looking back almost half a century, the price of gold in
US dollars has increased by an average of nearly 11%
per year since 1971 when the gold standard collapsed.
Major triggers for the year 2021:
• Ballooning budget deficits: With rising budget
deficit and ballooning trade imbalance, the world is
running up a foreign debt of such record-breaking
proportions that it threatens the financial stability of
the global economy. In this situation, gold is a good
buy and give stability to the portfolio. Global public
debt is set to reach 99.5 per cent of global gross
domestic product (GDP) in 2021, up slightly from
97.6 per cent at the end of 2020, says the
International Monetary Fund (IMF).
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Gold & Dollar Index Chart
Dollar Index Vs Gold futures (Comex)
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Concerns around increasing inflationary
pressures: Inflation is expected to rise as result of
the quantitative easing measures that have been put
in place and the stagnant economic situation due to
the COVID pandemic. Gold has long been
considered a hedge against inflation and the data
confirms this historic fact. The average annual return
of 11% in US dollars over the past 50 years, has
outpaced the US and world consumer price indices
(CPI).
The potential for equity market corrections as
valuations remain high: The stock markets have
entered 2021 with favorable trends after a significant
rise in 2020. Vaccines should thwart the spread of
Covid-19. Most of the equity markets are making
new records and the rally is liquidity driven. The ultralose money is giving record upside though
economic activities are yet to come on pre-covid
level. Hence, we are expecting a correction in equity
before fresh rally.
Mine supply should increase: Interestingly,
nearly all the gold on Earth came from meteorites
that bombarded the planet over 200 million years
after it formed. Now it extract through mining.
Recovery in mine production is likely this year after
the fall seen so far in 2020. Production interruptions
peaked during the second quarter of last year and
have since waned. Even if potential second waves
impact-producing countries, major companies have
introduced protocols and procedures that should
reduce the impact of stoppages compared to those
seen in the early stages of the pandemic.
Central bank demand not going away: After
positive gold demand in H1, central bank demand
became more variable in the second half of 2020,
oscillating between monthly net purchases and net
sales. There are good reasons why central banks
continue to favor gold as part of their foreign
reserves which, combined with the low interest rate
environment, continue to make gold attractive. As
per WGC estimate the physical gold holdings by
investors and central banks are worth approximately
US$4.8tn, with an additional US$1.1tn in open
interest through derivatives traded on exchanges or
the over-the-counter (OTC) market.
Fall in Dollar Index and rise in US Treasury
Yield: The bond yields are inversely related to the
bond prices. The lower the price, the higher the
yield, and vice versa. Because both gold and
treasuries are considered to be safe-haven assets,
there is a positive correlation between gold and
bond prices, and negative correlation between gold
prices and bond yields. Rising yield is giving
pressure on gold prices these days. Dollar index is
negatively correlated and recent rise is thwarting the
attempt of gold to stay on higher side. Higher
inflation boosts gold but also lifts treasury yields,
which in turn increases the opportunity cost of
holding bullion. We are expecting a slow but steady
recovery in gold prices.
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Investment Demand: Investment demand should
remain well supported this year. It was on record high
in 2020. Gold trades more than US$200 billion a day
in the over-the-counter market. Also, new products,
such as gold-backed ETFs, have provided
alternative ways to access the market. Recent dip in
gold prices amid expected pause in the equity may
attract buying in gold. Investor demand has been
boosted by persistently low interest rates and
concerns about the outlook for the dollar, which
affect the perceived opportunity cost of holding gold.

Average daily trading volume from 1 January 2020
to 31 December 2020

Sources: Bloomberg,
Nasdaq, World Gold
Council;

Gold liquidity
includes estimates
of over-the-counter
(OTC) transactions
and published
statistics on futures
exchanges, and
gold-backed
exchange-traded
products.
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A deep and liquid market
The scale and depth of the market mean that it can
comfortably accommodate large, buy-and-hold
institutional investors. In stark contrast to many financial
markets, gold’s liquidity does not dry up, even at times of
financial stress, making it a much less volatile asset.

Like gold and other natural resources, silver is classified
as a commodity - a publicly traded, tangible asset.
Tangible assets' prices generally move in the opposite
direction from stocks and bonds. Many investors turn
towards commodities like silver when the stock market
has a poor outlook or in times of economic recession or
political turmoil.
Global demand for silver will rise to 1.025 billion ounces
in 2021, its highest in eight years, as investors and
industry ramp up purchases. It is expected that
purchases of bars and coins would rise to a six-year high
of 257 million ounces in 2021. Silver is also used in
industries such as electronics and solar panels, and
demand will rise as the pandemic is brought under
control and the global economy rebounds. On the supply
side, mine production should rise to 866 million ounces
this year, the most since 2016, as disruption caused by
the pandemic recedes, and recycled supply will increase
for a fifth year. The market will be slightly oversupplied, its
sixth consecutive annual surplus.
Some facts to know while investing in Silver:

Silver … “Wonderful journey is likely to continue.”
Spot silver vaulted as high as $30.03 an ounce this
month, while shares of silver miners surged and retailers
of bars and coins around the world struggled to meet
demand. Silver which is favorite of high-risk trader has
given a wonderful performance with more than 35%
return is again on upside journey. Every market
participant will always remember the recent rally in silver
worldwide, which sent the gold and silver ratio to below
1:70.Silver prices have rocketed to their highest since
2013 as retail investors, egged on by messages on
Reddit, pile into the market in an attempt to push up
prices. Retail traders, inspired by Reddit posters,
stormed into the silver market and successfully drove up
prices of the physical metal, above $30, silver miners and
exchange-traded funds. Premiums on American Eagle
silver coins have risen to close to $5 from a normal level
of $2 over the past three days. Gold and Silver ratio is
expected to trade between 1:50-1:90 in 2021.
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• Exposed to economic performance: Driven as it is
by industrial growth, the price of silver can be
devastated by an economic slowdown.
• Exposed to technology shifts: There's always
potential for silver to be replaced by another metal in its
manufacturing uses. Ex: Digital camera reduced the
demand of silver.
• Limited income: As a tangible commodity, silver
doesn't offer any interest like a bond, or dividends like a
stock. Your only chance to benefit is if you sell it during
a price rise.
• Unpredictable price moves: Because silver has
worth in multiple categories, its price can vacillate
wildly, caught in a tug-of-war between its industrial and
investment valuations.
Gold (COMEX)& Gold MCX Chart
$ per
Ounce
2000
1800
1600
1400
1200
1000
800
600
400
200
0

Yearly price movement of Gold

Rs. per
10 gms
60000
50000
40000
30000
20000
10000
0

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

Source: WGC

Gold futures (Comex)

Gold futures (MCX)

Source: SMC Reuters

FORUM VIEWS - APRIL 2021

Silver (COMEX)&Silver (MCX) Chart
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Global demand for silver will rise
to 1.025 billion ounces in 2021, its
highest in eight years, as investors
and industry ramp up purchases.
It is expected that purchases of
bars and coins would rise to a sixyear high of 257 million ounces in
2021.
Price Outlook: Bullion may see a pause in the rally,
especially gold for the time being. Silver is likely to
outperform gold. Overall sentiments of bullion are still
strong with low interest rate, expectation of more
stimulus amid still fragile world economy. MCX gold may
touch 60000 in coming days while support is near
45000. Similarly, silver has chances to touch 85000
while
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Conclusion: History has proven that this metal is the
most powerful metal than any other commodity on the
planet, and that power has never really disappeared. We
believe that the overall macroeconomic environment
remains supportive for gold. We may see more stimulus
measures being implemented by governments and
central banks around the world in a continuous effort to
revive the global economy. This, along with rising
inflationary expectations, increased debt levels, and
interest rates likely to stay suppressed for the near future
should continue to support gold investment demand in
2021. Though we are not expecting the same return as
we have seen in 2020 but the return should be decent
and silver is likely to outperform gold this year and the
return should be in two digit.
References:
• https://www.businessinsider.in /stock-market/news/is-silvera-good- investment-a-beginners guide-to-silver-and-the-roleit-can-play-in-your-portfolio/ articleshow /80773836.cms
• www.wgc.com
• https://seekingalpha.com/article /4405812-inflation-cominginvesting-gold-protect -your-money
• https://www.cnbctv18.com/market /commodities/hereshowgold-will-perform-in- 2021 8313761.htm

Vandana Bharti, Head, Commodity Research, SMC Global
Securities Ltd.
She is one of the well-respected and widely followed
Commodity market experts of India. She possesses strong 16
years of experiences in domestic as well as in international
Commodity market. She is the regular speaker on the various
news channels such as CNBC Aawaz, Zee business
Doordarshan etc. Also have several references in various News
agencies such as Reuter, National newspapers and
Publications. She is the Editor of the Yearly Magazine
“Commodity Outlook", which have wide circulation. She has
awarded by Mr Pranab Mukherjee for “Viewer’s Choice Award”
organized by Zee Business. She won the award of “Best
Analyst Award” by CPAI. She is well known speaker in
Assocham, PHD Chambers, FICCI, CPAI, ICAI, MCX, NCDEX
and in various investors awareness program.
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INDIAN INVESTMENTS IN GLOBAL
EQUITIES: FROM ZERO TO HERO

I
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Exhibit 1: Indian Assets in U.S. Equity Funds
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Indian interest in global equities
is on the rise-particularly when
it comes to products accessing
the world’s largest equity
market: the U.S. Totalingmore
than INR 7,000 crores at the
end of August 2020, the funds
focused on U.S.equities have
witnessed asset growth of over
400% in the past five years.
Intriguingly, this growth has
been supported-even led-by
“passive” products (funds
tracking an index), which have
grown to represent over 40%
of the total.

However, from that low base, Indian interest in global
equities is on the rise-particularly when it comes to
products accessing the world’s largest equity
market: the U.S. Totaling more than INR 7,000
crores at the end of August 2020, the funds focused
on U.S. equities have witnessed asset growth of
over 400% in the past five years. Intriguingly, this
growth has been supported-even led-by “passive”
products (funds tracking an index), which have
grown to represent over 40% of the total.

June 2014

S&P DOW JONES INDICES

December 2013

Head South Asia

AUM (INR Cr)

KOEL GHOSH

ndia has been one among many countries that
favor a strong home bias in their investment
portfolios. There have been many theories put
forth on what causes the bias and research has been
undertaken to understand it. Whether it is the ease of
local information access, regulatory concerns,
investor preferences, cost concerns, transactional
viability, or cross-border risk aversion, the mystery
remains unsolved. However, its prevalence is
uncontroversial: academics and practitioners agree
that Indian investment portfolios have in aggregate
been stable at over 99% invested in domestic assets
for decades. Even today, international allocations are
only a rounding error away from zero.
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Source: S&P Dow Jones Indices LLC, Bloomberg. Data as of
Aug. 31, 2020. Chartsare provided for illustrative purposes

Meanwhile, although options for Indian investors are
somewhat limited at present, the range of products
available in the market is steadily on the rise. And
against the backdrop of anINR25.48lakh crore
mutual fund industry, there is plenty of room to growparticularly if investors see the advantages of
global diversification for balancing country risks and
accessing returns.
International diversification does not have to be hard.
The S&P 500®, one of the most widely used gauges
for the U.S. equity market, has funds and other
products tracking the index that are widely available
across the globe. The index provides a simple option
for diversifying country risk on a global scale: the
S&P 500 represents over 50% of the global equity
markets (as represented by the S&P Global BMI),
while its performance versus the S&P BSE
SENSEX over the past 34 years offers a clear
illustration of its diversification potential.
Exhibit 2: The S&P 500 versus the S&P BSE
SENSEX (Price Appreciation in Indian Rupees)
S&P BSE SENSEX (Published since Jan. 1, 1986)
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Source: S&P Dow Jones Indices LLC. Data as of Sept. 30, 2020.
Index performancebased on price return in INR. Past
performance is no guarantee of future results. Chart is provided
for illustrative purposes.

211

Some may ask, isn’t index tracking settling for
average performance? Not necessarily. In fact, the
data points firmly in the opposite direction for large,
liquid, and widely followed markets like the S&P 500.
According to our SPIVA® U.S. Scorecards, a
majority of active U.S. equity funds have
underperformed the S&P 500 in 16 out of the 19
years since 2001.
In 2020, the performance of the U.S. stock market
again emphasized its potential applications for
Indian equity portfolios: YTD as of Oct. 12, 2020,the
S&P 500 boasts a substantial 11% gain, despite the
COVID-19 sell-off in March 2020, while the S&P BSE
SENSEX has lost ground. For those Indian investors
driving the trends of Exhibit 1, indices like the S&P
500 may have helped take participation up from zero
to hero.
Exhibit 3: Percentage of Active Managers That
Underperformed the S&P 500 (Calendar Years,
2001-2019)
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Source: S&P Dow Jones Indices LLC. SPIVA U.S. Scorecard.
Past performance is no guarantee of future results. Chart is
provided for illustrative purposes.
Koel Ghosh is the regional head of South Asia for S&P Dow
Jones Indices (S&P DJI). Koel leads the regional commercial
efforts and actively educates and advocates for passive
investing. She explores new markets and works with market
participants to offer suitable solutions.
Her previous experience in the asset management and financial
industries add to her in depth knowledge in that space. She
contributed to the growing Indian asset management industry
through her marketing and sales roles at IL&FS Mutual Fund
and UTI Asset Management Company. At Thomson Reuters,
she further extended her business development skills in the
financial data industry.
She additionally heads up the business initiatives in India and
serves as Managing Director and Chief Executive Officer of Asia
Index Private Limited (a BSE and S&P DJI venture).
She was recognized by AIWMI as one of the top 100 women in
finance in India in 2019. She is a Chartered Accountant.

FORUM VIEWS - APRIL 2021

MUTUAL FUND INDUSTRY
OUTLOOK - THE WAY AHEAD

LAKSHMI IYER

Chief Investment
Officer (Debt) &
Head Products
KOTAK MAHINDRA
ASSET MANAGEMENT
COMPANY LIMITED
The mutual fund
distributors, registered
investment advisors
have done an exemplary
job of reaching out to
underpenetrated areas
and aid in financial
planning /investments
for an individual. As they
embrace newer
techniques of reaching
out to new set of
potential investors, the
scope for widening the
base remains very
strong.
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What a year 2020 was! The year of
the rat as per the Chinese
calendar. Menacing its way all
around. The year had 3 V’s - Virus,
Volatility, Virtual world, and
investors needed to have 3P’s Patience, Perseverance, Positivity
loads. It was a year where cough
gave you Khauf, sneeze made you
freeze, fever made you quiver. But
Mann mein tha Vishwaas - even
this shall pass
From investment point of view,
most asset classes danced, gold
yet again went into a trance.
Timing (market) proved killing, time
in (investors) hardly lost a shilling.
Who could have imagined work
from home would become the
norm. Most of the year, we
remained secluded in our dorms!
Covid has been the North Star for
many businesses. It has paved the
way to do things otherwise
unimagined! In some sense,
Covid-19 has acted as a catalyst
to expedite what would have been
multi-year business plans for
organisations. For starters - lives
for most have turned 360 degrees
- to a more digitised world. The
emphasis on technology has never
been so pronounced. Could you
have ever imagined doing
meetings in 3 cities and 2 countries
in a day? Morning Kolkata, midday Pune and London in the
evening? There has been a
lightning change in the way we
conduct our businesses - and this
is true for most occupations.
Volume growth too has been
achieved in a much shorter span of
time, accompanied by revenue
growth in some cases.

We saw DIY (do it yourself) trend
kick in BIG time. Be it for
household work when in total
lockdown or cooking you own
meal too. We are well past the time
line for a habit to be formed - it
takes on an average 18-250 days
for a habit to be formed. Hence,
some of these may have well
become the new way of life! We
also saw number of demat
accounts increase 27% in 2020 to
reach ~4.98 cr accounts. In Jan
2021 alone we saw 17 lakh demat
accounts added. For reference, in
2014, when Nifty was up ~30%,
industry added 13 lakh new demat
accounts in 1 year.
This trend is good to see, as more
money gets channelized to
financial asset class, weaning
away from physical asset classes.
The assumption here is informed
investments are taking place, and
not just trading instincts being
fructified.
The mutual fund industry too was
action packed - offering enough
adrenalin rush to the investors
across fixed income and equities.
Flight to quality was the theme for
most parts of CY 2020 as covid led
uncertainties cast a spell on
corporate India. Equities offered a
roller coaster ride to investors at
the start of the year and true
long term investment mantras
were tested. Systematic
Investment plan (SIP)
contributions after a spectacular
show, saw a dip in Nov 2020 to ~
INR 7300 crbut gathered
momentum to clock over INR 8400
crin Dec 2020.
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Is 2021 likely to be any
different?
The answer is a resounding yes!
Yes for the reason that we are
morphing from a forced
hibernating phase to an action
oriented phase. Business activity
has picked up across segments
and the excitement is palpable.
Along with IQ and EQ, the need of
the hour is to equip oneself with DQ
(digital quotient). To reiterate, the
current pandemic has indeed
forced many businesses to think
technology. Shape up or ship out is
gaining momentum as Darwin’s
theory of ‘Survival of the fittest’
comes to my mind. Denial mode
will continue to hurt many
businesses as it has done in the
past.

Apart from offshore
equities, one could see
other asset classes like
real estate and/or
commodities entice
some interest. We have
seen listing of 3 Real
estate investment
trusts (REITs) in India.
For mutual fund industry, the key is
how to use technology to
penetrate into remote locations in
the country and aid financial
inclusion. The average ticket size of
retail segment in B-30 (beyond top
20 locations) in India is INR 1.02
lakhs, while for T-30 (top 30)
locations, it is almost double at INR
2.24 lakhs. The mutual fund
distributors, registered investment
advisors have done an exemplary
job of reaching out to under
penetrated areas and aid in
financial planning /investments for
an individual. As they embrace
newer techniques of reaching out
to new set of potential investors,
the scope for widening the base
remains very strong. Series of past
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events which have impacted
financial markets have
demonstrated how advisors
/distributors have been
instrumental in hand holding
investors and help them navigate
the market maze.There is a strong
case for them to come together
and extend innovative ways to
reach out to a potential investor
and inculcate financialisation of
savings as a virtue.
The mutual fund industry is indeed
keeping pace with demands of
investors and channel partners
alike. Be it new product launches
or value added services to
enhance investment appeal, there
is every attempt being made to fill
the gap. We could see many more
offerings on the passive front via
exchange traded /index funds which merely attempt to mimic the
underlying index. This can act as a
great complementing strategy to
actively managed portfolios. One
could see more sector based index
underlying and smart beta indexed
funds gaining momentum in the
industry. The folios in MF industry
has been steadily on the rise. The
Jan 2021 MF folios stood at 9.52 cr
as against 8.85 cr folios a year ago.
As these investors get acclimatised
to India fixed income and equities,
case for global investing may gain
momentum as investor seeks
geographical diversification.
A d d i t i o n a l l y s u c h o ff s h o re
investments act as a currency
diversifier too. Apart from offshore
equities, one could see other asset
classes like real estate and/or
commodities entice some interest.
We have seen listing of 3 Real
estate investment trusts (REITs) in
India. As more investors
get
comfortable, we could see offshore
REITs being offered via mutual fund
vehicle. We already have one such
offering in the industry. Passive
offerings on the fixed side may gain
more acceptability as the regime of
easy money starts to gradually
wane and interest rates bottom
out. Fund managers will need to

track momentum indicators apart
from fundamental aspects as cycle
shifts could be very rampant and
swift. Role of data science in fund
management could emerge. There
will be a constant need to manage
balance between customer
centricity and other strategic
priorities for the industry
participants. Regulators world over
will continue to step up vigil as
globe bounces back with renewed
strength. Indian regulators will not
be an exception, hence role of risk
management will get more
pronounced.
As we step have stepped in to
2021, hopes are of a vaccine to
remove the gloom. World which
has seen liquidity bloat, may not
continue to have the same moat.
Markets may defy gravity many a
time…Discipline is a virtue that will
shine
So let’s gear up for an optimistic
Bharat…Swag se kar rahe hai
2021 ka swagat
Lakshmi Iyer heads fixed income and
products team at KMAMC. She has been
with the organisation for over 20 years.
Joining KMAMC in 1999 as a fund
manager, she was responsible for credit
research, deal execution, managing fund
performance across all debt funds and
assisting sales in client interaction. In
addition to that, she has been a portfolio
specialist, and managed product related
initiatives such as product pricing and
coordination with the funds management
and sales team in that role.
Prior to joining Kotak, she worked with
Credence Analytics Pvt Ltd, as a research
analyst where she was tracking
corporate bond markets in India and
generating research reports. She
wasalso instrumental in conceiving
various financial software tools in
collaboration with software and technical
teams.
She holds an MBA degree in finance from
Narsee Monjee Institute of Management
Studies.
She loves exploring new places for
travelling, is a big food lover, and is an
ardent movie buff.
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BONDING WITH INDIA’S
GREAT BUILD-OUT
mechanism have kept the debt market confined
largely to sovereign issuances.
The post Covid-19 era calls for a change.

BHUSHAN KEDAR
Director,
Fixed income Research

CRISIL LIMITED
The role of the debt market in
the development of the
country has never been more
critical, given the huge capital
needed for achieving
industrial and infrastructure
growth.

S

teps are afoot to deepen the domestic
debt market, but a lot more is needed
sooner

The Indian debt market, a critical component of
our economy’s financial system, has always
been a play of government securities (G-secs),
issued by both Centre and States. Corporate
bonds remain less popular.
Preference for bank loans over bonds, only
institutional participation, limited appetite for lowrated issuances, non-availability of credit protection
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The fragile fiscal position of the Centre and the
States after the pandemic limits their ability to spend
on the much-needed infrastructure build-out of the
country. It thus becomes imperative to leverage
alternative financing avenues and initiate policy
measures to deepen the debt market.
Indeed, the role of the debt market in the
development of the country has never been more
critical, given the huge capital needed for achieving
industrial and infrastructure growth.
Market overview
G-secs account for close to three-fourths of the
outstanding in the debt market. Private sector
entities largely prefer to take bank loans. Developing
a vibrant bond market is essential to attract longterm capital from local and global sources since this
would provide risk-adjusted pricing for borrowings
and risk transfer would be easier.
Debt market outstanding as of September
2020
Amount outstanding
% of
Security
(Rs crore)
total
class
G-secs
6220351
45%
SDL
3265990
24%
T-bills
538411
4%
Corporate
3253922
24%
Bonds
CP
344527
2%
CD
172996
1%
Total
13796197
100%
SDL: State development loans; T-bills: treasury bills; CP:
commercial paper; CD: certificate of deposit.
Source: RBI, CCIL, SEBI
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G-secs
G-secs reported relatively stable issuances between
fiscals 2013 and 2019. The gross borrowing of Rs
7.10 lakh crore in fiscal 2020 was much higher than
Rs 5.71 lakh crore borrowed the previous fiscal
because of higher redemption pressure on dated
securities, creating a repayment obligation of Rs
2.37 lakh crore in fiscal 2020.

Steady rise continues for SDLs
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Let’s take a look at the key debt instruments and
trends for each of those.

Issued amount (Rs crore)

And then came the pandemic, which crunched
government revenue and ballooned expenses
(including a massive Rs 20 lakh crore stimulus
package), leading to higher-than-planned
borrowing. Initially budgeted at Rs 7.66 lakh crore, it
was revised to Rs 13.1 lakh crore at first and then to
12.8 lakh crore in the Union Budget 2020-21.
Additionally, the Centre has had to borrow Rs 1.1
lakh crore on behalf of States to meet Goods and
Services Tax (GST) compensation shortfall.
The amount issued as a proportion of gross
domestic product increased 50 basis points
(bps) to 3.5% in fiscal 2021 from 3.0% the previous
fiscal.
Primary issuance of G-secs has shot up
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Amount issued as % of GDP (RHS)

State development loans
SDL issuances have continued to rise at a
compound annual growth rate (CAGR) of 15% over
the past decade. In fiscal 2020, issuances increased
33% on-year.
In the current fiscal, State borrowing is expected to
increase 37% on-year to tend to pandemic-related
expenses. In fiscal 2021, the Centre has borrowed
up to Rs 1.1 lakh crore, which is the estimated
revenue shortfall because of GST implementation,
and lent to the States under the special window, as
confirmed by the borrowing calendar of G-secs
released by the Reserve Bank of India (RBI) and the
Ministry of Finance (MoF).
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0

Number of issuances

The corporate bond market still to
achieve desired size, though efforts have
been made to deepen it and make it more
transparent, such as standardization of
debt instrument, reissuances, launch of
Electronic Bidding Platform by the
Securities and Exchange Board of India
(SEBI) etc. Also, some of the other
drivers that led to growth of bond
markets included emergence of a new set
of issuers such as non-banking financial
companies (NBFCs)/ housing finance
companies (HFCs), low interest rates
regimes, and weak credit appetite for
banks compelling borrower to tap bond
markets.
Corporate bonds
The corporate bond market still to achieve desired
size, though efforts have been made to deepen it
and make it more transparent, such as
standardization of debt instrument, reissuances,
launch of Electronic Bidding Platform by the
Securities and Exchange Board of India (SEBI) etc.
Also, some of the other drivers that led to growth of
bond markets included emergence of a new set of
issuers such as non-banking financial companies
(NBFCs)/ housing finance companies (HFCs), low
interest rates regimes, and weak credit appetite for
banks compelling borrower to tap bond markets.
Primary issuances via private placement dominate
this space: ~98% in fiscal 2020 and 99.77% in the
first half of fiscal 2021. Primary issuances remained
high despite the pandemic, courtesy of several
schemes launched by the RBI and the MoF – longterm repo operations, targeted long-term repo
operations (TLTRO), Special Liquidity Scheme, and
FORUM VIEWS - APRIL 2021

In contrast, public issuances, largely driven by retail
investors, have been low because of low interest
rates, robust equity markets, and alternate cheaper
fund-raising options.
Private placements dominate corporate bond
issuances
Rs crore
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Skew towards higher rated instrument and
select sectors
Poor interest in corporate bonds can be traced to a
restrictive regulatory and internal policy framework,
large institutions’ low risk appetite for credit, and
non-availability of hedging mechanism like credit
default swaps (CDS). Preference for AAA- and AA+
rated categories is a reflection of that. Issuances by
HFCs and NBFCs grew rapidly post fiscal 2014, but
the liquidity crisis toeing the IL&FS debacle put the
brakes on it in fiscal 2019.
Also, large investors typically hold the security until
maturity to meet the subscriber mandate, which
leads to lower trading and liquidity in the market.
A mixed bags
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However, the domestic debt capital market has
shown resilience and endured the crisis well so far,
thanks to timely measures by the RBI and SEBI. The
regulators, in lockstep with the central government,
ensured adequate liquidity in the market to check the
expansion of spreads in high-rated debt instruments
since March-end.
Regulatory response
Notwithstanding surplus liquidity in the banking
system since 2020, the RBI announced the first set
of crucial measures on cash reserve ratio (CRR) and
TLTRO on March 27, early on during the lockdown.
More announcements were made in mid-April and
May by the RBI and the central government,
respectively.
Before and after
Policy measures
Pre-crisis
- Injection of
- Surplus
large liquidity
Liquidity
through
- Reduction in
TLTROs, CRR
interet rates
etc.
for sovereign
- Relaxation/
and liquid
corporate debt Exception in
reporting of
- Marginal rise
financials,
in spreads for
credit rating
non liquid and
and valuation
lower-rated
corporate debt process

Impact
- High risk aversion led to parking of funds in
revere repo. Investments through triparty repo
system or TRPS also up
- Yield eased sharply for risk-fre security, highrated/liquid securities
- Spread for lower-rated and illiquid securities
spiked, especially pot winding up of debt
schemes by a large asset management
company. Exposure to unlisted securities, which
limits transparency, is also a concern for such
credit exposure
- TLTRO helped bring stability in issuances volume
- Negligible sharp downgrades/defaults reported
and similarly fewer cases with valuation haircuts
in mutual fund assets

Road ahead
The fiscal strain on the Centre and States clearly
hints at a larger issuance of G-secs and SDLs over
the next fiscal. This will likely crowd out corporate
bonds; and impact yields across G-secs, SDL and
bond curve. Historically, yields eased, but volatility
remained. We now expect yields to harden in the
short to medium term.
A mixed bags
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An exceptional year saw exceptional measures
The year 2020 will be remembered only for Covid-19
and all the havoc it wreaked.
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Partial Credit Guarantee Scheme – which lowered
interest rates and increased liquidity in the market.

Key policy initiatives
Infrastructure has been at the front and center of the
government’s development strategy and the debt
market is an integral part of it. Here are some policy
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initiatives that will impact, directly or indirectly, the
bond markets.
• Development Financial Institution (DFI) for infra
lending: A professionally managed DFI is
necessary to act as a provider, enabler and
catalyst for financing of infrastructure assets in the
country. Funds can be raised in the domestic and
foreign debt markets. The Union Budget 2021-22
has earmarked Rs 20,000 crore to set it up and
the government plans to have a lending portfolio
of at least Rs 5 lakh crore for it over three years.
• Liquidity: Finance Minister Ms. Nirmala Sitharaman
announced in her budget speech, “To instill
confidence amongst the participants in the
corporate bond market during times of stress and
to generally enhance secondary market liquidity, it
is proposed to create a permanent institutional
framework. The proposed body would purchase
investment grade debt securities both in stressed
and normal times and help in the development of
the bond market.” Such an institution would pump
the debt market with liquidity, thereby attracting
investors.
• CDS: The RBI has made significant efforts to build
a policy framework to facilitate development of
CDS over a decade now, but the product has not
picked up due to lack of insurance providers. On
February 16, 2021, the RBI released draft
guidelines that propose to broad base the
segment by allowing foreign portfolio investors
along with other facilitating measures. This market
has the potential to expand by allowing owners of
patient capital, such as the pension funds, to
invest in lower-rated, long-term infrastructure
assets.
• Corporate bond repo: The RBI’s 2018 guidelines
for repo in corporate debt, recently received
SEBI’s support in the form of follow-up
regulations. This market will materially help
entities/ holders with short-term liquidity needs to
take bond positions on a temporary basis and buy
back as liquidity conditions return.
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• Debt index-linked products: The success of
Bharat Bond ETF has paved the way for indexlinked funds on the debt side as well. Given the
low cost of such a portfolio along with low risk, we
will likely see a surge of index-linked products
across G-secs, SDLs and high-rated corporate
bonds.
Bhushan Kedar is currently leads the Fixed Income Research
at CRISIL Research. He has a total work experience of over 17
years in the area of capital markets and analytics.
He joined CRISIL in 2006 and has led multiple product verticals
including fixed income & structured products valuations,
mutual funds research, qualitative assessment for asset
managers, indices and new products.
He is responsible managing the valuations and bench marking /
index business for CRISIL. The valuations are critical inputs for
asset managers, corporate, offshore funds, alternate
investment funds etc. CRISIL Indices are used for the
performance bench marking by MFs, Insurance cos, pension
funds and PMS. Some of the key products led by him include
Security level valuations for the MF industry, Debt and hybrid
indices MF and Insurance industry. He is a part of working
groups, formed for policy matters, at SEBI and Industry bodies.
He has driven multiple new initiatives in CRISIL in the capital
market space covering regulated products. To drive these
initiatives, he owns the interactions with regulators and market
participants to build consensus and bench marking policies to
global best practices.
His work with the firm so far has been in the areas of building
analytical framework, driving governance for different
quantitative and qualitative research products and services
offered by CRISIL, these include Mutual Funds and Unit linked
insurance products, performance attribution analysis.
investment and monitoring activities of large corporate,
government bodies in its treasury and retirement fund in India.
He holds a Bachelor degree in Commerce from Mumbai
University, is a Chartered Accountant and a Management post
graduate from NMIMS, Mumbai.
Prior to CRISIL, have worked with HDFC, GE & Morgan Stanley
in credit & mortgage analytics.
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FIXED INCOME OUTLOOK

The global context
also involves the
prospect of a large
fiscal stimulus program
in the US and potential
catch up programs in
other developed
markets as well. In this
context, financial
markets would need to
assess the durability of
support measures
announced during the
crisis era.

C

Y 20 has been an eventful
year for the domestic debt
markets. From a
macroeconomic outcome
perspective, India has been an
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Market Borrowings:
The overhang of large market
borrowings has been an abiding
theme for domestic bond markets
for a while, resulting in a steeper
yield curve. The impact of the
revenue shock in FY21 led to
o v e r a l l m a r k e t b o r ro w i n g s
increasing to a net Rs 13.8 trillion.

Change in Policy Rates globally:
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A large supportive monetary and
liquidity easing program as
economic activity stalled due to
the pandemic was the backdrop
for the bond markets in CY20. The
setting for the coming year
revolves around the theme of
nascent recovery in economic
activity which needs to be
supported. The global context
also involves the prospect of a
large fiscal stimulus program in the
US and potential catch up
programs in other developed
markets as well. In this context,
financial markets would need to
assess the durability of support
measures announced during the
crisis era. Additionally, for the
domestic bond markets the
following factors need to be
monitored.

Policy rate change in 2020 (in bps)
-1600

RAJEEV
RADHAKRISHNAN

outlier as the larger growth shock
was accompanied by CPI inflation
above 6% all through the year. This
has complicated RBI policy
choices along with the liquidity
deluge arising out of unsterilized
capital flows. The large negative
economic shock on account of the
pandemic led the RBI to cut policy
rates by 115 bps to 4% and
institute multiple liquidity infusion
windows such as TLTRO’s and
LTRO’s and a CRR reduction.
Large capital flows subsequently
led to additional liquidity infusion as
the RBI has pushed back against
currency appreciation. This has
pushed the effective operating rate
to even below the reverse repo of
3.35%, thereby providing a larger
effective policy easing than implied
by the Repo rate cuts as well as
significant tightening of corporate
credit spreads. FPI debt flows have
stayed negative through the year.
The impact of policy actions and
easy liquidity enabled bond yields
to move lower over the last year
with a more pronounced impact at
the shorter end. The transmission
of rate cuts also improved with
lending rate reductions, especially
being prominent in home loan
rates.
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Changes in domestic market yields:
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Unlike other central banks, the RBI
has enabled a large part to be
absorbed by markets with OMO/
Twist Operations being conducted
more in a reactive fashion. For
FY22, the net market borrowings
have been announced at Rs 9.7
trillion which would strain the
absorption capacity of the
markets.
The extent of outright RBI support
that the market can, take
confidence in, remains crucial for
ensuring that the yield curve
evolution remains orderly. In the
absence of more forceful and
decisive intervention, the risk
remains of a gradual updrift in
bond yields as the large borrowing
program of the Centre and states
picks up for FY22. The lesson from
FY21 is that the RBI has been
constrained by excess liquidity
and lack of liquidity absorption
tools in its bond market
interventions through OMO
purchases. Given that a policy
decision has been taken to open
domestic bond markets to FPI’s,
fast-tracking issues such as Bond
Index inclusion remains essential
to fill the demand shortfall.
Monetary & Liquidity stance:
The requirement of ensuring a
sustainable revival in growth would
ensure that the monetary policy
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stance remains supportive and in
the absence of a large uptick in
CPI, the policy rate is likely to
remain stable. However, the
liquidity dynamics on an
incremental basis is something
that is anticipated to normalize
over the year. Extraordinary
liquidity infusions that are required
under crisis era conditions cannot
be presumed to be the status quo
as economic activity starts to
normalize and pick up. The issue
of maintaining financial stability
and to prevent misallocation of
credit and asset pricing distortions
would require that a gradual
unwinding be started at the
earliest to align overnight rates
closer to the effective policy rate
and prevent undue swings around
that. Similarly, money market
asset pricing should not be
delinked from the Operating policy
rates indefinitely, which should
ideally provide a floor for rates.
Given the large base of existing
liquidity surplus and the potential
of capital flows leading to
additional reserve money creation,
the tools to modulate and
normalize liquidity needs to be
resorted to without much delay. A
gradual alignment of liquidity
conditions closer to the repo rate
is likely over the year.

Inflation and Growth Trajectory:
Headline CPI moderated to 4.10%
for Jan 21 after having remained
above the 6% band last year. The
moderation in headline CPI was
expected given that some of the
supply disruptions, especially in
vegetables and fruits has largely
normalised. At the same time, the
inflation trajectory for CY21 and
beyond is subject to a lot of
uncertainties. Rising input costs
including commodity prices, signs
of pricing power in certain
segments, a recovering economic
land scape, improved demand
and stickiness in core inflation are
factors that need to be watched.
Q4 FY21 inflation is likely to range
a t 4 . 6 % - 4 . 7 % v s . R B I ’s
expectation of 5.2%.
We expect marginally positive
growth in 2H FY21 primarily due to
continued normalization in private
sector activity and pick-up in
government spending after a lull in
H1 FY21 spending.FY22 will be
the year of cyclical recovery in all
aspects of demand (consumption,
investment, trade).Encouragingly,
organized sector corporates and
financial sector seems to have
emerged out of crisis much better
than feared though unorganized/
MSMEs seems to have seems a
greater carnage. Consequently,
households and financial channels
too show similar dichotomy
depending on the sector /
industries they are associated to.
While FY22 could see a bounce in
growth cyclically to about 12%,
policy support in FY22 will
continue to be prominent. Both
RBI and government will have to
be extremely nimble to determine
the regulatory relaxations that
needs to continue or introduced
and those which needs gradual
phase-out.
Global Dynamics:
While the global theme on rates
remains “low for longer “ recent
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fiscal policy actions and resultant
market reaction are significant.
Rising bond yields, rising real
yields and higher market implied
inflation expectations have been
witnessed recently. The uptick in
commodities prices since the
March 20 lows also need to be
monitored.
While global risk perceptions and
capital flows are important
variables, the FPI outstanding in
Indian bonds remains very low. At
the same time shifts in global flows
would have impact on asset
markets and the currency, which
the RBI seems well placed to
manage given the large reserve
build up of more than USD 100 bn
last year.
Summary:
The prospects for the debt
markets accordingly should be
based on the anticipation that the
extra ordinary monetary support
would be incrementally unwound
as recovery in growth materializes.
The near-term prospects on
capital flows, the existing
overhang of liquidity and the
requirement of market intervention
(both government securities and
Fx) may necessitate activation of
sterilization tools to absorb
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liquidity at the margin. A transition
from excessively surplus to
moderate surplus liquidity stance
is likely with a gradual alignment of
money market rates at least to the
reverse repo rate and over time
closer to the policy rates. Policy
repo rate may remain on hold for a
reasonable time in the absence of
further inflation shocks. The RBI
current stance of a passive yield
curve control with targeted /
tactical OMO/Twist Operations
may remain the preferred market
intervention strategy for a while.
This should anchor long end rates
in a range, however with the risk of
a drift up in the curve over time.
While segments of the sovereign
rates curve continue to provide
relative value, investors in debt
products would need to potentially
moderate return expectations
given the existing lower absolute
yields and the likely normalization
in monetary conditions over time.
Rajeev joined SBIFM as a fixed income
portfolio manager in 2008. He currently
heads the Fixed Income desk at the
AMC. Prior to joining SBIFM, Rajeev was
Co-Fund Manager for Fixed Income with
UTI Asset Management for seven years.
Rajeev is an Engineering graduate and
holds a Master’s degree in finance from
Mumbai University. He is also a charter
holder of the CFA Institute, USA.

While global risk
perceptions and
capital flows are
important
variables, the FPI
outstanding in
Indian bonds
remains very low.
At the same time
shifts in global
flows would have
impact on asset
markets and the
currency, which
the RBI seems well
placed to manage
given the large
reserve build up of
more than USD
100 bn last year.
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MERCHANT BANKING THE ROAD AHEAD

NALIN SHAH

Founder & Director

NVS BROKERAGE
PVT. LTD.
It is not the most
intellectual of the
species that
survives; it is not
the strongest that
survives; but the
species that
survives is the one
that is able best to
adapt and adjust to
the changing
environment in
which it finds itself.
-On the Origin of Species,
Charles Darwin
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Monday, September 15th 2008, a
watershed moment in the history
of Investment Banking and World
Capital Markets, the day Lehman
Brothers filed for bankruptcy and
the global fallout of the financial
crisis caused a shift in the way
Investment Banks had to operate
in the wake of the increased
regulatory environment and failed
risk management models. The
decade that followed saw some
Investment Banks adapt and see
record profits and some to
collapse.
2020 witnessed COVID19 - a
black swan event in the history of
mankind, an all encompassing
event to impact daily lives and
international economies. The
ensuing volatility caused by the
COVID-19 pandemic in the global
markets and businesses at large
had seismic reverberations on the
operations of Investment Banks
with Gover nment imposed
lockdowns, staff displaced to
work from home, clients facing
numerous business obstacles and
having to reconsider their need for
Investment Banking services. As
the number of COVID cases
decrease and the number of
vaccinated individuals increase,
Investment Banks will be taking
the lessons from this latest crisis
as they did from the previous
crises to optimize their operations
for the inevitable challenges of the
foreseeable future.
Retooling and restructuring of
revenue and workplace models is
the armour for the future F o re w a r n e d i s f o re a r m e d .
Investment Banks will have tolay

out workforce strategies enabling
better digital inclusion while
balancing on-premise functions
without compromising on the high
precision and high performance
standards the industry demands.
As the COVID related revenue
disruptions dissipate, banks will
have to work out more resilient
revenue streams by leveraging
digital innovation and substantially
improving client value
propositions. A post 2020
assessment of operational
flexibility and identification of
modern opportunities in the new
normal will be critical to triumph in
these turbulent times.
The growth and profitability of the
Investment Bank of the future will
hinge on its ability to innovate in
the environment of shrinking
margins, pressure on cost to
income ratios, new entrants,
disruption of traditional revenue
channels - impacting IPO, M&A
and Sales functions. The nimble
bank will have a better chance of
surviving the environment of the
future than the big bank. Initial
Public Offering (IPO), traditionally a
high profit source of business for
Investment Bankers are
increasingly being disrupted by
companies pushing for lower fees
or electing not to go public at all.
Companies now have alternative
sources of funds via Angel
Investors, Venture Capitalists,
Sovereign Wealth Funds forcing
Investment Banks to hunt for more
deals and at lower revenue. The
COVID pandemic caused a further
downward hit in the revenue from
IPOs. Investment Banks still have
considerable value to provide a
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company seeking to raise funds by
going public including their vast
network of deep pocketed
investors and abundant
experience in navigating the
complex nuances of determining
the price of an offering. Investment
banks play a pivotal role in
ensuring compliance to all the
corresponding legalities along
with the legitimacy they confer
securing the confidence of the
investors. Apropos, IPOs which
accounted for a bulky portion of
the Investment Bank revenue have
seen a gradual decline only to
additionally highlight the necessity
of technological transformation to
reduce costs and automate
processes which would help with
maintaining profit margins.
Mergers and acquisitions (M&A),
another traditionally reliable
revenue stream for Investment
Banks is witnessing a never before
seen disruption. Amidst the
uncertainties of the COVID-19
pandemic Investment Banks are
being challenged to gain back lost
advisory fees as their clients slowly
recover from the economic fallout.
M&A is majorly a business of
relationships and trust requiring a
niche expertise in the complexities
of valuing companies, sourcing a
buyer or seller and arranging
financing. 2020 observed a
contraction in M&A activities as
the pandemic delayed many
deals. Technology could play a
dominant role and be a game
changer in the manner M&A deals
could be executed by connecting
company executives and
intermediaries through online
networks and providing tools to
conduct M&A transactions on
their own far quicker and at less
cost creating a significant change
in the business model. In the
foreseeable future simple user
friendly applications for
Investment Banking could evolve
for the convenience of clients,
signaling a paradigm shift in the
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way Investment Banking is
conducted.

The growth and
profitability of the
Investment Bank of the
future will hinge on its
ability to innovate in the
environment of
shrinking margins,
pressure on cost to
income ratios, new
entrants, disruption of
traditional revenue
channels - impacting
IPO, M&A and Sales
functions. The nimble
bank will have a better
chance of surviving the
environment of the
future than the big
bank. Initial Public
Offering (IPO),
traditionally a high
profit source of
business for Investment
Bankers are increasingly
being disrupted by
companies pushing for
lower fees or electing
not to go public at all.
The pandemic effectively holding
up in-person engagements has
caused a major rethink in the sales
models of Investment Banks.
Once the vaccine has seen wide
distribution and a significant
portion of the population has been
inoculated and all curbs are lifted,
banks could still find a need to
recalibrate to a post COVID norm
of client engagement. The banks
of the future will require end to end
digitization from client on boarding

to deal execution. Online remote
sales pitches, negotiations and
virtual deal execution is likely here
to stay however this has an impact
on the training and experience
gained by junior bankers who can
learn more effectively by the old
model of shadowing senior
bankers. Building new
relationships would prove to be
more challenging as well due to
the greater difficulty in connecting
with clients and building trust
through online channels. Senior
executives with the ability to tap an
existing book of clients would find
it easier bringing in new business
yet the finer points of deal
negotiation and closing the deal is
likely to require in person
meetings. As the number of
COVID cases drop and the
general populace are vaccinated
the ‘wining and dining’ of clients
will gradually return but with far
greater reliance on virtual means
of relationship building. An oft
unspoken consequence of virtual
networking is the dissolution of the
barrier between work and home
life and the resulting cost on
professionals who during the peak
of the pandemic were spending
longer than their usual work hours
on online video calls and were still
expected to be available during
their downtime. Firms will have to
set new guidelines specifically
t o w a rd s e m p l o y e e re m o t e
operations balanced with their
fresh on-premises strategy. New
strategies will have to be adopted
towards training, team building
and company culture in a more
virtual world which could see a
loss of camaraderie between team
members, this could take the form
of company and team building
events giving the professionals a
chance to interact in person.
Successful employee and client
engagement strategies in the
future will be those that can
effectively manage the online with
the offline through scalable digital
and interaction capabilities.
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Post COVID, Investment Bankings
value proposition should see a
shift in greater digital offerings,
resilient business models to
prevent service disruption and
client centric operations to deliver
superior value. Technology is the
biggest gun that Investment
Banks have in their arsenal for
meeting the current challenges
and innovating for the future.
Technological innovations will
transform how banks think and
function. The value chain of the
future investment bank will be
significantly determined by
technology from sales and trading
to meeting an evolving regulatory
environment. Fully online quick
client enrollment, institutional
clients interacting with the firm
through self service digital
platforms, automation of front
office operations and trade
execution, algorithmic
mechanisms supporting higher
volume flow trading with minimal
human input, cloud based
infrastructure services likely
through a third party tech firm
performing multiple functions and
Artificial Intelligence (AI) for a vast
array of services from client
servicing to cyber security are
major technological trends that
the industry is moving towards.
The technological changes will
have far reaching impacts on the
existing ecosystem of the industry
and its processes. Just as any
past technological change
disrupted the industry in which it
occurred at the expense of the
products or business practices
that came before, Investment
banking will not be an exception to
this creative destruction. The
number of market participants is
liable to increase from the
traditional system of Clients,
Banks, Markets and Regulators to
a more complex system with more
interactions including Electronic
Client Interfacing Platforms, Third
Party Services (Eg: Tech
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Companies for cloud services or
AI) between each of the other
participants. The consequences
of technological change will
reverberate across the ecosystem
leading to Investment Banks
b e c o m i n g l e a n e r a s c o re
processes are outsourced, client
onboarding turns fully automated,
volume of data flows significantly
increase, shift to cloud
infrastructure for all services,
legacy systems becoming
obsolete, skills profile required of
employees will change as
administrative roles are phased
out, increased focus on
cybersecurity and changing role of
regulator with an increased
emphasis on technology and the
broader industry to maintain
market stability.

Technology will rule
for every Investment
Bank, digital
innovation, data assets
and its proper
utilization would be the
chosen path to the
future. Banks would
seek out technology
partners to prepare for
the specialized needs
of the future such as
Cloud computing and
AI.
In the midst of these disruptions
and seismic technology shifts it is
imperative for Investments Banks
to take steps to be future ready
and future proof. Technology will
rule for every Investment Bank,
digital innovation, data assets and
its proper utilization would be the
chosen path to the future. Banks
would seek out technology
partners to prepare for the

specialized needs of the future
such as Cloud computing and AI.
Banks will have to be able to adapt
their modes of operation in line
with the clients ever changing
needs and the evolving ecosystem
and the norm of the day of the
Investment Banking industry. The
personnel of the organization will
have to be accordingly reoriented
and upskilled for the relationship
based and technology focused
future. In this fight to win, speed
and agility will beat size and the
most adaptable will survive.
Nalin Shah, Founder Director, NVS
Brokerage Pvt. Ltd.
A Chartered Accountant by profession
with an experience in the financial
markets spanning more than 4 decades.
He was a Senior Investment Banker for
13 years from 1979-91. During his tenure
he has executed important capital market
transactions for clients such as TISCO,
TELCO, Tata Chemicals, Tata Power,
Reliance Group, Mahindra & Mahindra,
Bombay Dyeing, Larsen & Toubro,
Ranbaxy, Rolta India, Titan, Escorts,
Usha Martin, Nagarjuna Fertilizers, Raasi
Cement, Videocon, Southern
Petrochemicals, etc.
He promoted his own stock broking outfit
under the name and style of “NV Shah” in
November 1991 which was later
converted into a corporate entity, now
known as “NVS Brokerage Pvt. Ltd.” NVS
Brokerage is a member of Bombay Stock
Exchange, National StockExchange of
India and Category I Merchant Banker
accredited by SEBI (Securities &
Exchange Board of India).
NVS Group is a premier Equity and Debt
investment house. NVS caters to the
needs of leading Financial Institutions,
Banks, Mutual Funds, Corporates,
Family Offices, UHNIs, Foreign
Institutional Investors and NRIs. Ranked
as No.1 by Prime database in Wholesale
Debt Market segment in India. NVS
Group possesses unmatched expertise
in Asset Allocation and Management,
specializing in Customized All Asset
strategy for its marquee clients. NVS
Group has been instrumental in
Fundraise via Private Equity, Promoter
Stake Sale, Company Valuation and
Investment Banking Services. NVS has
strong insights into the Corporate sector
and Identification of Investment
Opportunities for its esteemed clients.
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NBFC THE ROAD AHEAD

F

AROOP SIRCAR
(Retd) Chief
General Manager

STATE BANK
OF INDIA
By putting the onus
on the Boards of the
NBFCs for a more
active role in
liquidity risk
management, RBI
has now reemphasised the
enormous
significance of the
NBFC sector in
terms of credit
penetration and
customised offerings
while acknowledging
the complexities of
the sector.
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or a country taking flight in
the economic growth
aerospace, the banking
and the non-banking financial
(NBFC) sectors are the two
wings propelling a smooth takeoff. Both are equally vital to the
process and have a massive
degree of interconnectivity,
which has been growing over
the years. NBFCs being quasi
banks in nature, have the ability
to reach out to the inner corners
of the country and the flexibility
to adapt to local conditions
more swiftly than banks. With
more than half the funds of
NBFCs coming from Scheduled
Commercial Banks (SCBs), the
health of each is critical to the
other. However, while banking
has largely stabilized in India, the
NBFC journey has probably just
commenced.
In the decade between 2009
and 2019, the asset size of
NBFC grew at a Compounded
Annual Growth Rate (CAGR) of
18.6% and is currently
estimated at more than Rs 51
lakh crore. In contrast, the SCBs
grew at a CAGR of 10.7% but
also grappled with problems of
non-performing assets, capital
adequacy norms and sectoral
exposure limits. Banks were
happy to finance NBFCs on the
basis of their ratings and priority
sector exposure concerns were
largely taken care by such
funding. However, it was the
IL&FS crisis in August 2018
followed soon by the DHFL

storm which threw open the
inherent deficiencies of the
NBFCs and issues related to
their management styles. The
impact of the crisis and its
aftermath has now triggered a
full scale review of the manner
in which the business is
conducted.
Traditionally, NBFCs have
always enjoyed a high degree of
flexibility in operations; they
could easily customise financial
products to address specific
customer requirements. Along
with the loan products, pricing
too followed nonstandard
models, broadly depending on
the customer profiles and
inherent risk of the target
groups. By focussing on the
unorganised sectors of the
economy, NBFCs developed a
close insight into their strengths
and weaknesses. They ensured
last mile funding in projects
desperately looking for closure
and reached out to niche
segments that had remained
largely untouched by the
banking channels. SME lending,
Micro-finance, student loans for
higher studies, house funding,
school infrastructure - you name
it and NBFCs had a model
available for funding.
The model was successful and
investors-both domestic and
global-jumped on the
bandwagon, reaping rich
benefits in the apparently winwin structure. Rating agencies
FORUM VIEWS - APRIL 2021

sized up the funding patterns
and since the models worked on
simple platforms of accessibility
and cash flows, good ratings
were not hard to come by. For
banks, NBFCs also offered an
easy way to reach priority sector
targets while at the same time,
improving their asset quality.
NBFCs operated on modest
margins of funding and to
reduce the cost of funding,
NBFCs sought access to cheap
funds. As short term funds were
more cheaper, banks and
Mutual Funds were too eager to
roll out the red carpet for NBFCs
and business levels increased
all-round.
In the midst of the backthumping, the fundamental
principle of matching the asset
build-up to the liabilities of
NBFCs was given a short shrift.
Short duration funds borrowed
from mutual funds and banks
were used to fund long term
assets since they were cheaper.
NBFCs gave out loans to real
estate developers without
realizing that the funds so lent
out might get blocked if the
projects did not find buyers or
got stalled on some grounds.
Investors looking for large
returns on their NBFC
investments did not mind the
growing wholesale volumes in
the portfolio even if the projects
did not justify the scale of
funding. The short term funds
used for the projects were
simply rolled over from month to
month by the mutual funds. It
was a perfect recipe for disaster.
The crisis brought about by the
sudden IL&FS default triggered
panic as the large group failed to
honour its commitments and
investors backed out from
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projects. NBFCs dependent on
Mutual Funds found themselves
unable to roll-over the shortterm facilities and were soon
gasping for funds. NBFCs with
greater exposure to large
projects or real estate
developers were the worst hit
since liquidity came down to a
trickle as housing demand went
downhill. RBI’s efforts to bolster
liquidity in the market helped to
stem the crisis to some extent
but the fissures were too wide to
be ignored. Banks like SBI
clamped down on the portfolio
of the NBFCs, questioning their
asset liability matching practices
and sought to enforce
milestone-based improvements
and cash pooling structures.

By focussing on the
unorganised sectors of
the economy, NBFCs
developed a close
insight into their
strengths and
weaknesses. They
ensured last mile
funding in projects
desperately looking for
closure and reached
out to niche segments
that had remained
largely untouched by
the banking channels.
SME lending, Microfinance, student loans
for higher studies,
house funding, school
infrastructure - you
name it and NBFCs
had a model available
for funding.

In the past two years, a
significant amount of clean-up
has been done by the NBFCs as
also by the banks. Apart from
the realisation that fundamental
principles of fund management
cannot be ignored, there
has been an obvious need to
bring in more discipline and
accountability into the
functioning of NBFCs.It may be
recalled that Fitch had brought
o u t a re p o r t i n F Y 2 0 ,
downgrading three major
NBFCs on the basis of their
relative vulnerability to default
on financial obligations.
The prolonged lockdown
aggravated the problems and
added to the pressures of asset
quality, particularly in SME
funding and developer loans.
There was an imminent threat of
the risk of default spreading to
the other sectors as well. The
fact that most NBFCs managed
to pull through the crisis arose
largely on account of the
structural measures initiated
since the IL&FS crisis, the
relative awareness of the banks
and the pumping of liquidity by
the RBI.
The concept of liquidity risk
management had been
introduced by RBI for NBFCs
with asset size of Rs 100 cr and
above, on the same lines as the
Basel norms on Banking
Supervision. By putting the onus
on the Boards of the NBFCs for
a more active role in liquidity risk
management, RBI has now reemphasised the enormous
significance of the NBFC sector
in terms of credit penetration
and customised offerings while
acknowledging the complexities
of the sector. Till now, RBI’s
outlook was primarily based on
the two pillars of depositor
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protection and financial stability.
The stand has now been
modified as RBI brought in
prudential regulations, ground
rules for technological
experimentation and even
guidelines for P2P lending
amongst other regulatory
controls.
The latest RBI proposal for
scale-based regulations for
NBFCs is based on the principle
of proportionality and groups
them in four layers depending on
t h e i r s i z e a n d i n t e rconnectedness. NBFCs with
significant externalities and
contributing substantially to
systematic risks are subjected
to greater regulation. Under this,
the NBFCs in the bottom layer
with assets upto Rs 1000 cr will
be known as NBFC-Base Layer
(NBFC-BL), while NBFCs in the
second layer known as NBFCMiddle Layer (NBFC-ML) will be
systemically important and
generally deposit-taking in
nature. NBFCs in the Upper
Layer (NBFC-UL) will have
around 30 systemically
significant NBFCs to be
regulated like banks. Thus, the
regulatory superstructure will be
stringent which implies more
stability for the sector from an
investor point of view. The larger
ones will have the incentive to
carve out to a bank while the
smaller ones will be left with
relatively regulation light
structure.
RBI’s willingness to convert big
NBFCs to commercial banks is
part of the same thought
process that large NBFCs are
too vital for the stability of the
financial system and very similar
to commercial banks. For the
investor, getting a new bank
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licence is far more difficult than
acquiring an existing NBFC and
converting it to a bank at an
opportune time. In the event the
bank conversion does not
happen, running a retailfocused NBFC appears to be a
profitable business proposition
at this stage as banks still do not
have the reach in many areas
where NBFCs actively operate.
Further, NBFCs enjoy a bigger
margin than banks from
borrowers.
The regulatory changes
proposed by the RBI have
been clubbed under capital
re g u l a t i o n , c o n c e n t r a t i o n
norms, governance and
disclosures. These would be
broadly similar to banks and
would require an overall
strengthening of the systems
and processes of the NBFC,
which will have to invest
substantially into the build-up in
terms of resources, manpower,
skills and technology. At the
same time, all NBFCs may find it
difficult to meet the desired
compliance standards as
required by the regulator. The
compensation norms for
management could also be
tricky for these institutions as
they would tend to mirror those
of private sector banks.
Apart from the regulatory
changes, it would be necessary
for NBFCs to plan out a
comprehensive and structured
path covering all aspects of their
businesses. First, a segmented
strategy to be laid out, defining
t h e p ro d u c t p ro p o s i t i o n ,
distribution channels, and
geographical boundaries for a
seamless integration of all
factors impinging on business.
Next, a well-rounded risk

management framework to be
designed to detect and mitigate
all possible risks including
financial, economic, operational
and social fabric. Third,
embrace and leverage
technology-based solutions,
collaborate with Fintech
companies to attain additional
capabilities. This will enhance
overall value that can help them
to take an edge in a competitive
market. Fourth, develop data
mining capabilities which can
support the NBFCs in building
customer relationships,
m a r k e t i n g , p ro f i l i n g a n d
recoveries in a big way. The
entire value chain of lead
generation, customer onboarding, underwriting,
credit/loan disbursement and
collection has to be done under
a technical umbrella. RBI’s
initiatives under the Account
Aggregator model deserve a
thumbs up for recognising a vital
need in a critical industry at the
right time. Lastly, the coorigination model of business
has to be pushed harder by
NBFCs to ease out liquidity
scares; this may, however, take
time as the target client base
often do not match.
Above all this, the ability to
contain the stress levels and
ensure NPA levels are kept
under control will determine the
broad efficiency of the process.
This is a major challenge since
CRISIL feels that stress levels
NBFCs are likely to touch Rs
1.5-1.8 lakh crore, or 6-7.5 per
cent of their assets under
management (AUM) by the
end of FY 21. To some extent,
the one-time COVID-19
restructuring window, and
the micro, small and
medium enterprises (MSME)
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restructuring scheme of the
Reserve Bank of India (RBI) will
limit the reported gross nonperforming assets (GNPA) but
the danger for the next one year
will continue to haunt decision
making. However, for a long
term plan, NBFCs will require
complete information on
borrowers and their data base
(for eg, CRILC) for an effective
credit management system.
All the above steps would
require a major technology
push. Already artificial
intelligence, machine learning,
and big data are leading the way
in measuring individual
customer needs and build
alter native credit scoring
models. The role of mobiles and
smartphone penetration will
c o n t i n u e t o i n c re a s e i n
connecting with customers
having low incomes and these
devices will in future dictate the
entire lending cycle of
application, engagement, eKYC and e-signature for
disbursements. Use of robotic
processes will gain momentum
for streamlining operational
workflows, increasing
productivity, accuracy and cost
savings. NBFCs have started
experimenting and beta testing
with distributed ledger
technologies for various use
cases such as e-KYC, data
exchange, loan disbursement
and collection and cyber
security. Adoption of proper
technology will hold the key for
the vital edge in conducting
NBFC business in the next few
years.
It is extremely important for
NBFCs to have impeccable
corporate governance
standards and practices as a
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first step towards any growth
ambitions. Regular
compliances apart, the gaps in
such practices are visible to
investors, banks and
stakeholders on a regular basis
and go a long way in building or
destroying trust levels. For
starters, they should not be
conduits in money laundering
and should have adequate
filtering mechanisms so that
they can be trusted with public
money which are multiple times
their net worth. RBI has called
for strong practices such as
appointment of independent
directors, internal audits and
board level committees more for
Core Investment Companies. It
is heartening to know that there
has been an overall acceptance
of these norms in the sector.
The NBFC sector is far too wide
and diverse for any
generalisation of norms and
regulations. Over the last few
years, multiple subsectors have
formed and currently, niche
sectors are thriving based on
their skill and knowledge levels.
Business houses have pitched
in to form exclusive entities
which can cater to the needs of
a target subgroup. While these
are features that add to the
d i v e r s i t y, h o w e v e r t h e
complexities of financing to
special groups require closer
monitoring and a more dynamic
compliance structure that need
to be put in place. The NBFC
sector and its many subsegments are too vital for the
economy to be ignored and all
stakeholders have to ensure
that it stays on the right track.
For a country as vast and
diverse as India, the sector is the
only plausible alternative to
banking.

The NBFC sector is
far too wide and
diverse for any
generalisation of
norms and
regulations. Over
the last few years,
multiple subsectors
have formed and
currently, niche
sectors are thriving
based on their skill
and knowledge
levels. Business
houses have
pitched in to form
exclusive entities
which can cater to
the needs of a
target subgroup.
Aroop Sircar, (Retd) Chief General
Manager, State Bank of India,
He has been in the forefront of
commercial lending in India’s largest
Bank- SBI. He has been a familiar figure in
the resolution of many stress cases
including NBFCs like DHFL and Altico. He
has left behind 37 distinguished years of
service within the bank, accumulating the
experience and knowledge across the
country in places like UP, Tamil Nadu and
Gujrat besides Mumbai and globally in
South East Asia. He was instrumental in
setting up the bank’s first credit
syndication unit in Singapore and was
also part of the bank’s tie up in multiple
private equity ventures. He has recently
retired from the bank as a CGM and is
currently actively involved in advisory
services.
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SME & START-UP PLATFORM OF
BSE - GREAT OPPORTUNITY
FOR MSMES & START-UP

T

AJAY THAKUR
Head - BSE SME
& Start-up

BSE LIMITED
With the unlocking of
the economy we have
seen slowly business
reaching to pre-covid
period and in some
sectors the business has
seen humongous
growth. Even IMF and
other agencies have
projected 11 to 11.5
percent growth in fiscal
year 2021-22. In this
Covid period one sector
which got impacted
most was MSME Sector
and again Government
has taken sleuth of
measures to revive
MSMEs.
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he world has seen an
unprecedented crisis caused
by coronavirus pandemic
resulting in large scale loss of life and
severe human suffering globally. It has
resulted in major economic crisis, with
a halt in production, a collapse in
consumption and confidence in the
first quarter of financial year when the
Indian economy contracted by
approximately 24 percent. In order to
keep the economy rolling the world
has taken unprecedented and
synchronized measures, including
$14 trillion dollars in fiscal actions. In
India both RBI and Government of
India have swiftly come into action
and taken various proactive measures
in terms of liquidity and policy
measures to bring the economy on
track. With the unlocking of the
economy we have seen slowly
business reaching to pre-covid period
and in some sectors the business has
seen humongous growth. Even IMF
and other agencies have projected 11
to 11.5 percent growth in fiscal year
2021-22. In this Covid period one
sector which got impacted most was
MSME Sector and again Government
has taken sleuth of measures to revive
MSMEs.
The contribution of SMEs in the
development of Indian economy has
been significant, both in terms of
contribution to GDP and creation of
employment opportunities. In India,
SME sector is the second largest
employer, after agriculture employing
110 million people. The SMEs play a
catalytic role in the development
process of the economy as they
constitute a major part of the industrial
activity and export. This is reflected in
the form of their increasing number
and rising proportion in the overall
product manufacturing, employment,

technical innovations and promotion
of entrepreneurial skills. The
development of this segment is
extremely critical as they generate
significant levels of employment
across urban, semi-urban and rural
areas across the country and create
inclusive growth
The MSMEs primarily rely on debt
finance for their operations and as
such, all public policies primarily focus
on ensuring timely and adequate debt
finance to this sector. While Banks
play a major role in financing SMEs,
the ability of SMEs and startups to
access alternative sources of capital
like equity funds needs to be
enhanced considerably to encourage
and develop entrepreneurship. Equity
capital is often a more appropriate
financing instrument for high-growthpotential SMEs and Start-ups. Equity
capital puts finance into the business
without committing the company to
inflexible repayment schedules or
debt covenants that could see them
loose control if results come more
slowly than expected. It is also a more
fitting way to reward investors
prepared to take the risk of putting
money into SMEs and Start-ups.
These investors don’t get regular
repayments of capital and interest but
they would get a greater share of
upside than lenders in the event of the
business being a success. The firms
typically look for equity capital to
provide them withthe financing they
need, to expand, break into new
markets and grow faster.
Introduction of SME Platform
Understanding the importance of
SMEs towards the growth of
economy and the problems
pertaining to financing faced by
SMEs, the Prime Minister task force in
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2010 has recommended for setting up SME
Exchange/Platform. Securities Exchange Board of India
(SEBI) immediately started working on it and after
deliberating with Exchanges and various stakeholders
framed the guidelines for SME Exchange/Platform. SEBI
has come out with detail guidelines on SME Platform
through their various notices dated 18th May, 2010, 26th
April, 2010 and 17th May, 2010. BSE became the first
Exchange to launch its SME Platform on 13th March,
2012.
Guidelines for SME Exchange / Platform
The guidelines for listing have been made simpler to help
SME companies in getting listed in cost effective manner.
The brief guidelines for the same are:
•
Issuer with post issue face value capital up to Rs.10
crores shall be compulsory listed under the SME
Platform, Issuer with post issue face value capital
between Rs.10 - 25 crores may get listed on SME
Platform and Issue with post issue face value capital
above Rs.25 crores can only get listed on main board
of the Exchanges.
•
Net Tangible Assets should be minimum Rs.1.5
crores.
•
The company should be minimum 3 years old.
•
The company should have a positive cash accruals
in any one of the preceding 3 years.
•
100% underwritten issues and Merchant Banker/s
shall underwrite 15% in their own account.
•
The Merchant Banker to the issue will undertake
market making through a stock broker who is
registered as market maker with SME Exchange.
The Merchant Banker shall be responsible for market
making for a minimum period of 3 years.
•
The Company has not been referred to the NCLT.
•
There should not be any winding up petition
against the company that has been accepted by a
court.
•
Minimum Investment on the SME Platform should be
of Rs.100,000/•
There should be compulsory market making for three
years on SME Platform.
•
Stock Exchange will be the approving authority for
the DRHP.
Compliances on SME Platform:
The listed entity shall file the reports, statements,
documents, filings and any other information with the
recognised stock exchange(s) on the electronic platform
as specified by the Board or the recognised stock
exchange(s). It is mandatory for filing of various
information with the exchange in electronic mode through
online web portal (http://listing.bseindia. com) , Effective
from December 1, 2015, those filings that are not filed with
the Exchange through the Listing Centre are liable to be
considered as non-submission and consequent noncompliance with the Regulations.
Compliance filing for entities other than those listed on the
Exchange may be done through email to the designated
ID i.e. corp.relations@bseindia.com.
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Compliances on SME and Startup Platform:

Sr.
No.

Compliance

Periodicity

1

Financial Results. Within 45 days from half year
end. And in case of Annual
Financial Result, within 60
days from end of Financial
Year.

2

Shareholding
Pattern.

Within 21 days from the half
year end.

3

Annual Report

Within twenty one working
days of it being approved
and adopted in the annual
general meeting.

4

Certificate
Within one month of the end
from Practicing
of each half of the financial
year.
Company
Secretary
regarding
corporate action.

5

Compliance
Within one month of end of
Certificate
each half of the financial year.
certifyingmaintain
ing physical &
electronic
transfer facility.

6

Statement of
Investor
complaints.

Within Twenty one days from
the end of each quarter.

7

Reconciliation of
Share Capital
Audit Report.

Within 30 days from quarter
end.

Migration from BSE SME Exchange to the Main
Board of BSE
1.The company has the option to migrate on the main
board in case the post issue face value capital exceeds
more than Rs.10 crores and has to compulsory migrate
on to the main board in case the post issue face value
capital crosses Rs.25 crores.
2.Shareholders’ approval to be sought by special
resolution passed through postal ballot – In postal
ballot, the votes cast by shareholders other than
promoters in favor of the proposal to migrate to Main
Board should be at least two times the number of votes
cast by shareholders other than promoter shareholders
against the proposal to migrate to Main Board.
3.To fulfill the eligibility criteria for migration to Main BoardThe companies seeking migration to Main Board of
BSE should satisfy the eligibility criteria as specified
in26of SEBI (ICDR) Regulations, 2009 either at the time
of initial listing on SME platform or at the time of seeking
migration to Main Board. However, same will not be
applicable where the company had sought listing on
SME platform by following the book building process
and as per the requirements prescribed in 26(2) of SEBI
(ICDR) Regulations, 2009
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Benefits of Listing on SME Platform
• Provides the SMEs with equity financing opportunities to
grow their business from expansion to acquisition.
 Equity Financing lowers the Debt burden leading to
lower financing cost and healthier balance sheet.
 Listing helps in unlocking the value of the company and
wealth creation.
 Listing helps in enhancing the credibility of the
companies and increase transparency which helps in
creating trust among stakeholders.
 Expands the investors’ base, which in turn helps in
getting secondary equity financing, including private
placement.
 Enhances company’s visibility as it gives SME with
greater profile and credibility leading to increase in the
value of its shares.
 Greater incentive for the employees as they can
participate in the ownership of the company and benefit
from being its shareholders.
 Provide the investors entry and exit into the company
through the Exchange Platform
 The promoters can also use the listed shares as
collateral to raise debt funds
 SME sector will grow better on two pillars of financial
system i.e. Banking and Capital Market.
Startup Eco-System
India in last decade has experienced a phenomenal growth
in Start-ups and become the third largest destination
globally. The period was marked by inception of thousands
of start-ups, unicorns and emergence of leaders in the
areas of e-commerce, robotics, Edu-tech, health-tech,
bio-tech and fin tech. These start-ups with innovative ideas
needs right channel and guidance in terms of acceleration
and scaling of requisite funds. One of the most pressing
growth challenges faced by policy makers is how to further
prepare the ground for start-ups to grow and create
meaningful impact. BSE therefore launched the Start-up
Platform on December, 2018 so as to offer a simple costeffective, yet deeply impact ful mechanism that enables
both start-ups and investors. The compliances on the
Startup Platform is same as that SME Platform.
Eligibility Criteria for listing on Start-up Platform
• The Startup should be in existence for minimum period
of two years.
• The net-worth should be positive.
• They should be registered as Startup or their paid-up
capital should be Rs.1 Cr.
• The post-issue face value capital should not be more
than Rs25 Crs.
Statistics on SME & Startup Platform

Sr.
No.
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Number of
Companies in
SME / Startup
Platform

1

332 SMEs

2

07 Startups

Fund
Raised

Market
Capitalisation

Rs 3384.64 Rs 21857.53
Crs
Crs
Rs 29.84 Rs 82.85 Crs
Crs

Conclusion
SMEs and Startups are the backbone of the economy and
therefore they are required to groom and handhold so as
to scale up their business capabilities and convert them
into large conglomerate. The role of debt and equity
funding are equally important for their growth. BSE has
taken the lead to create the SME and Startup Platform to
provide them to opportunity to raise equity funds with
relaxed eligibility criteria and post listing compliance
requirements. Today both the platforms also give the
opportunity to the investors to identify and invest in the
company in the early stage. It also provide the investors
the exit option as these companies are being traded on
the Exchange.
Ajay Thakur, A professional with around 26 years of experience
in Capital Market spanning India’s biggest Custodian to India’s
biggest and largest Stock Exchange. The key roles have been
setting up the depository by the regional stock exchange,
developing derivatives and equity market and setting up SME
and Startup Platform. He is the Executive Committee Member
of Indian Merchant Chamber, Jury Member of India SME Forum
and Member of Advisory Committee of GLA University.
In his career of 26 years he has worked in various capacity with
organizations viz. Stock Holding Corporation of India, Vadodara
Stock Exchange and BSE.
He joined BSEin December 1996 as Head - Arbitration and
Business Development. He wasinstrumental in developing the
derivatives segment of BSE and also actively involved in
opening of regional centers across the country. Presently as
Head - BSE SME and Start up, responsible for the development
of these segments of BSE.
He is credited for launching the first ever SME Platform and
Startup Platform in India on 13thMarch, 2012 and 22
December, 2018 respectively. BSE today is the largest SME
Platform in India with 318 companies listed and 57 companies
are in pipeline.These 318 companies listed represent 17 sectors
which has raised an amount of Rs. 3304.22 crores with market
capitalization of Rs. 18,528.71 crores.BSE has got4 Startups
listed in its Startup Platform which has raised 19 crores with
market capitalization Rs 54.37 crores. There are another 5
Startups which are in pipeline to get listed. The success of these
platforms has been recognized and appreciated by national and
international organizations.
In one of the annual issues of 2013, Asian Development Bank
(ADB) has appreciated the effort of BSE SME for promoting
SME listing in India. IOSCO also in its research report of July
2015 mentioned that BSE SME platform is the most cost
effective platform for SME listing in the World. BSE SME has
received SKOCH achiever award from the hands of then,
Minister of State for finance Shri Jayant Sinha in the year 2015.
BSE has beenalso awarded as the best SME exchange in India
by Shri Kalraj Mishra,then Minister for MSME in 2016 and from
SP Jain Institute of Management and Research as CHANGE
AGENT in the year 2018.Mr. Ajay thakur is also on various
committees viz, India SME Forum and CII MSME Committee.
BSE has signed MOU with various State Government viz
Government of Uttar Pradesh,Government of West Bengal and
Government of Haryana to create awareness about BSE SME
and Startups Platform. BSE has also signed MOU with HDFC
Bank to create awareness aboutBSE Startup Platform.
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VENTURE CAPITAL OUTLOOK

ARINDAM
GHOSH
Founder and CEO

ALPHANITI

(www.alphaniti.com)
The Industry and its
players not only saw
gradual restoration of
stability but also a
strong pick up in
Investment activities
from the second half of
last year. In 2021,
despite the Pandemic
continuing to linger and
torment, there is an
expectation of
significant impetus in
overall fundraising
activities as new
opportunities unfold and
disruptive business
models take centerstage.
231

Following a year like no other, the
outbreak of the unprecedented
medical Pandemic in early 2020
has led to Venture Funds and
S t a r t u p s re i n v e n t i n g t h e i r
strategies & pivoting their
businesses and, in the bargain,
driving transformations and
innovations to swiftly adjust to the
new normal. The Industry and its
players not only saw gradual
restoration of stability but also a
strong pick up in Investment
activities from the second half of
last year. In 2021, despite the
Pandemic continuing to linger and
torment, there is an expectation of
significant impetus in overall
fundraising activities as new
opportunities unfold and
disruptive business models take
centerstage.
To herald this progression,
established players in the US are
also likely to increase their
proportion of overall funding to
above 75% for the first time since
2012. Investors are now much
more open to non-traditional
approaches and are positive
about ideas that revolve around
Technology, Big Data, and
Digitization.
Whilst the crises have adversely
impacted industries across all
sectors globally, the prospects of
the VC Industry have been indeed
very encouraging. With Equity
Markets at their lifetime highs,
both global and domestic
investors, have been actively
scouting for new ideas and deals
in the unlisted space. There is a
strong surge in demand from highnet-worth investors& family offices

to diversify and allocate a
significant portion of their wealth to
Startups having an anti-fragile
business model suited for post
COVID era and Experienced
Founders who have the capability
to lead through a black swan
crisis.
Although the process of
Digitization had started a few
years back, the on-going
pandemic has certainly given
much-needed momentum
to sectors like Wealthtech,
EdTech, Healthtech and Cryptos,
among others. With education
and classrooms going online, the
growth of EdTech has catapulted
to a higher orbit and is poised to
grow by 6.3X in India by 2022
aided by a further boost from the
National Education Policy. Many
Traditional VCs are betting on
gradually diversifying their
portfolios to Blockchain
Technology and Cryptocurrency.
As trend spotters, VCs have
gained interest in this segment
ahead of broader public interest.
During the lockdown, we
witnessed some rapid makeover
in Lending FinTech and Logistics
Start-ups, as new opportunities
started unraveling in the
digitization of retail stores to
hyperlocal delivery of essentials.
Over 1 million of such Kirana
stores went digital during this
period and around 75% are in the
process of shifting to an online
procurement and sales model.
FinTech:
Digital Lending players have been
the early movers within this space
and have forever changed the way
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banking is done. Alternate
methods of credit underwriting,
payment gateways, wallets,
contactless cards, and the use of
Big Data and Machine Learning to
drive innovation have completely
transformed consumer behavior.
India has been one of the fastestgrowing FinTech markets in the
world, accounting for an adoption
rate of 87% which is the highest
amongst all the other emerging
markets in the world. The FinTech
industry in India is attracting
increased investments to drive
digitization post demonetization
and UPI - Unified Payment
Interface has further contributed
towards the growth of the industry.
In India, 2020 ended with PE/VC
investments of US$ 47.6 billion
almost at par with 2019, despite
the raging pandemic. The PE
investment in Reliance Group
alone primarily for JIO and
Retail stood at US$ 17.3
billion. According to IVCA - EY,
January 2021 recorded PE/VC
investments worth US$ 1.6 billion.
Wealthtech:
Direct Equity Investments have
seen unprecedented growth and
momentum with the proliferation
of discount brokerages,
investors getting rewired and
Direct Investments getting
mainstreamed both Globally as
well as in India. According to
market regulator SEBI, close to 6.3
million new Demat accounts have
been opened in the last 9 months
in India. The deluge of retail
investors was accentuated by the
lockdown giving them more time
to do their research and invest
directly in the markets through
online platforms. Significant
regulatory tailwind in the form of EKYC, Digital Onboarding has
made the investment journey
completely digital and frictionless.
Investment & Brokerage firms
have been witnessing a significant
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rise in participation from smaller
towns and cities brought about the
massive disruption in this space.
The trend is no longer confined to
Millennials and Gen Z but has
spread deeper and wider across
all segments including the mass
affluent and HNIs. COVID has just
made digitization permanent with
ease of access, navigation and
fulfillment led by online platforms
and discount brokers.

Cryptocurrency:
2021 is likely to embrace
Blockchain Tech with even greater
adoption. Several financial giants
in this industry like PayPal & JP
Morgan already have introduced
cryptocurrency as a method of
payment in the past year, as more
such enthusiastic startups are
likely to develop much more
e ff i c i e n t a n d u s e r- f r i e n d l y
Blockchain platforms.

As one of the fastest emerging
segments within FinTech, the
Wealthtech Industry in India is
projected to grow three folds from
US$ 20billion in 2020 to US$ 63
billion by 2025. Wealthtech is
emerging to be the next big frontier
for FinTech in India.The Wealth
Management Industry has evolved
at a scorching pace over the
last two decades largely due to
an increase in demand for
technology-led personalized
advice, curated portfolios, and
investment opportunities. With
longer life expectancy, increasing
medical costs and the absence of
social security safety nets, people
have started to realize the dire
need to create wealth.

Investments in this space are
particularly rising in Europe where
more than 350 Million Euros are
expected to pour in the next 12 to
18 months as per Crunchbase
News. Tokenization - a process of
issuing a token on the blockchain
is a highly active space with heavy
VC investment commitments.

Globally, Wealth Management
Industry is experiencing significant
d i s r u p t i o n o n t w o f ro n t s ,
Customer Experience and
Digital Transformation to drive
consistency in quality of products
& advice and push down costs. To
deliver superior customer service,
organizations are leveraging AI
and Machine Learning techniques
to improve the client-advisor
relationship. Organizations are
also open to embracing generic
and customizable API-based
platforms. An increasing number
of investors are also shifting their
focus on the impact of assets held
by them, hence, more than 50% of
global asset holders are evaluating
ESG factors in their investment
strategy as per an FTSE Russell
Survey.

According to the Founding Partner
of LeadBlock Partners “for
facilitating on-chain transactions,
Central Bank Digital Currencies,
the central bank for issuing money
for Blockchain backed by Digital
Currency could be a gamechanger for most FinTech
Blockchain solutions”.
However, in India, while significant
investments are being made into
Blockchain, the government is
contemplating banning cryptocurrencies soon. CoinSwitch
Kuber on the other hand made
their first investment in
cryptocurrency in India. This
startup has raised US$ 15 million
from global FinTech and crypto
investor Ribbit Capital and
Paradigm, a San-Franciscobased Crypto-focused investment
firm founded by Coinbase
founders.
Healthtech:
The past year has seen an
explosive growth of online health
services, giving a boost to Tech &
AI-driven methods of services
provided by physicians,
diagnosticians, pharmacies, and
hospitals in India. Practo, for
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instance, recorded a growth of
600% through online
consultations between March and
August last year. Many physicians
too, in recent months, have
started to offer remote/ online
consultations as the lockdown
exposed several weaknesses of
India’s healthcare infrastructure
and telemedicine has helped
bridge the gap of lack of
specialized consultation in Tier II &
III cities.
Though the adoption of AI in the
healthcare space is still advancing,
there lies a greater scope to
add efficiency and speed to
the monitoring of disease
progression. Wysa, an AI-enabled
mental health app developed in
Bengaluru saw a rise of 77% with
their new users between February
to March 2020, a period when
people have been increasingly
trying to cope with depression,
anxiety, and stress, through this
pandemic.
VC deal activity in Biotech and
Pharma is most likely to exceed
$20 billion for the second
consecutive year with growing
capital funding commitments from
LPs trying to break into the
biopharma space.
Edtech:
In a report by IVCA, the Indian
Edtech industry had raised US$
2.2 billion in 2020 versus US$ 553
million in 2019, which is
pathbreaking as for the last five
years the total amount raised was
US$ 4 billion which marks the rise
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of Edtech startups in the B2B
space. Startups such as BYJU’s,
Embibe and Unacademy received
79% share for online test
preparations followed by upGrad,
Vedantu & others with 8.4% as per
Inc42 Plus. Nearly 92 players
received funding in 2020 with 61
players receiving seed funding.

The Start-up
world has been
significantly
contributing to
economic
recovery by
driving
innovations and
leveraging
breakthrough
technology and
opening new
frontiers across
diverse sectors of
the economy.
According to the report, there are
over 360 million users in this
segment and currently, Education
is a US$ 117 billion industry in
India. The government has also

allocated $12.94 billion in 202021 in the budget.
In its quest to be a 5 trillion-dollar
economy, India is most likely to be
one of the fastest-growing major
economies over the next decade
and an exceptionally attractive
market for Global Investors. With
the onset of the distribution of
vaccines, Corporates are
concentrating on recapturing
demand and building organizational resilience along with a
supportive government. The
Start-up world has been
significantly contributing to
economic recovery by driving
innovations and leveraging
breakthrough technology and
opening new frontiers across
diverse sectors of the economy.
The silver lining through this
Pandemic and beyond will
continue to be the extremely
positive outlook on the VC
Industry as new opportunities
get harnessed in times of
unprecedented adversity to
redefine businesses and the role of
mankind.
Data Sources: YourStory, Inc42 Plus,
IVCA-EY, VCCiRCLE, appinventiv,
Business Standard, Crunchbase,
Capgemini and Pitchbook CISION PR
Newswire.
Arindam is the Founder and CEO of
Finaureus Technologies which owns the
flagship Alphaniti platform
(www.alphaniti.com). Former CEO of
Mirae Asset MF (India), he has also been
involved in key leadership positions in
India and Asia Pacific region across
Investment Management, Wealth
Management and Fintech.
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CARE Ratings
Limited
2021 has begun on a
strong positive note
with mass-vaccination
drives and
announcement of the
Union Budget amidst
falling COVID-19 cases
in India. However,
despite the pervasive
optimism, a second
wave of infections and
new mutations of the
virus observed in global
economies has led to
heightened uncertainty
and could plausibly
threaten the progress
of the recovery in the
economy.
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he year 2020 witnessed
unmatched turmoil with the
COVID-19 virus and the
resultant pandemic induced
lockdowns that emerged as the
biggest challenge to economic
growth in more than a century. In
order to alleviate the adverse
implications of the health crisis,
Governments and central banks
across the world responded
unprecedentedly and this included
measures ranging from lowering
key policy rates to cash transfers
to loan guarantees. How have the
Indian policy-makers stood up to
the “once in a century” challenge
and have the policy actions borne
fruits for various segments of the
economy?
How India fared last year
India’s response to the pandemic
was more unique compared with
global economies as it focused
on a mixture of demand and
supply-side policy measures
while concentrating on ramping
up the fiscal spending after
the commencement of the
unlock process in the economy.
Additionally, a favorable monetary
policy ensured abundant banking
system liquidity and the temporary
forbearance relief provided an
immediate support to the debtors.
After individuals faced palpable
hardships throughout the
lockdowns in 2020, there have
been incipient green shoots
re f l e c t e d b y v a r i o u s h i g h
frequency indicators during the
fag end of the year.2021 has
begun on a strong positive note
with mass-vaccination drives and
announcement of the Union
Budget amidst falling COVID-19

cases in India. However, despite
the pervasive optimism, a second
wave of infections and new
mutations of the virus observed in
global economies has led to
heightened uncertainty and could
plausibly threaten the progress of
the recovery in the economy.
COVID-19 and the pandemic
induced lockdown have had farreaching implications on the Indian
economy, which even prior to the
health crisis was constrained with
myriad of challenges. The
economy registered a record
contraction of 23.9% in Q1-FY21
and recovered marginally with a
negative growth of 7.5% in Q2FY21. The improvement in the
GDP demonstrates the resilience
in the economic recovery process,
albeit partially. The signs of
recovery in the economy have
further strengthened since
November 2020 onwards with
the number of normalizing
sectors expanding. A sustained
resurgence in various high
frequency indicators such as
power demand, E-way bills, GST
collections, steel consumption
coupled with improvement in
capacity utilization in the
manufacturing sector, revival in
consumer confidence and upbeat
business sentiments and
corporate earnings cumulatively
reflect a faster than expected
economic resurgence. Nonetheless, India’s economy is estimated
to contract by 7.7% in FY21 with a
steep decline of 15.7% in the first
half of the fiscal while a modest fall
of 0.1% in the second half.
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Sectoral analysis shows that
agriculture growth has been
steady, and it has been a silver
lining despite the challenges while
contact-based services,
manufacturing and construction
have been the hardest hit sectors
and showing gradual recovery.
There have been a number of
forecasts released by various
government and international
institutions, projecting a sharp “Vshaped recovery” for the Indian
economy in the forthcoming fiscal.
The Economic Survey 2020-21
estimates a robust double-digit
growth of 11% in FY22, albeit over
a lower base with rekindling of
consumption and investment
demand amidst mega-vaccination
drive. The International Monetary
Fund (IMF) has projected the
economy to grow by 11.5% and
reclaim the status of the fastest
growing economy. The RBI too
has estimated growth on similar
lines at 10.5% in FY22 supported
by sustained improvement in
financial resources and strong
impetus provided by the Union
Budget towards the revival of key
sectors. We are relatively less
bullish at 10%, which is still
a d o u b l e - d i g i t n u m b e r.
Cumulatively, all estimates
highlight the economy’s strong
vigor to comeback amidst
lingering impediments.
Government response to
pandemic
In the backdrop of the health crisis,
the year has been a challenging for
the Government finances with
shortfall in revenue collections
owing to limited economic
activities and additional
expenditure requirements to
mitigate the fallout of the
pandemic on various sections of
the economy. The Government
has been both proactive and
calibrated in its approach and has
designed a combination of relief,
credit and reform measures best
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suited for the evolving situation of
the economy. The unique path
followed was combining
immediate measures with medium
term policy responses so as to lay
the foundations for future growth
too. This is in contrast to the frontloaded large stimulus announced
a number of global economies.
Pursuant to the three economic
stimulus announcements which
accounted for around 9% of the
GDP and relaxation of restrictions,
the focus was re-oriented towards
the highly anticipated Budget with
expectations of supporting the
recovery and preserving the
solvency of business and
households.
Was the Union Budget able to
match the expectations?
Indeed, it was a landmark budget
with the priority for the
Government unequivocally on
“Growth” and crucial expenditure
targeted towards capex and
health. The Budget has
supplemented its infrastructure
focus plans with innovative
financing tools which include
raising resources from
monetization of government
owned assets and a thrust to
privatization. The Budget has been
iced with some far-reaching
reforms announced in terms of
disinvestment which is now to be
read as privatization and the asset
monetization of PSUs. This should
unleash a lot of activity in the
market s- both equity and debt
and we can see a boost for InvIts
and Reits this year.
The financial sector keeps
firing
The financial sector of the
economy also managed the
unprecedented shock of the
COVID-19 with relatively sound
capital and liquidity buffers
coupled with congenial financial
interventions by the RBI. The
central bank reduced policy rates

by 115 bps since March 2020 and
enhanced liquidity support via
various conventional and
unconventional measures like
Open Market Operations (OMOs),
Long Term Repo Operations
(LTRO), Targeted Long Term Repo
Operations (TLTRO) for specific
sectors. These unconventional
measures have led to a surge in
corporate bond issuances
aggregating Rs 5.8 lakh crs during
April-December 2020 compared
with Rs 4.6 lakh crs in the
corresponding period last year.
Despite the conducive financial
environment, financial flows have
remained constrained on account
of subdued credit growth by both
banks and non-banking financial
corporations. Commercial paper
issuances during the 9-month
period have also been lower by
almost 30% than the same period
last year. The Financial Stability
Report (FSR) released by the RBI
highlights the improvement in the
asset quality till September 2020.
CARE Ratings’ Modified Credit
Ratio (MCR) also has seen a
marginal uptick in Q3-FY21 which
reflects improved credit quality.
Nonetheless, the FSR points
out that the pandemic threatens
to result in balance sheet
impairments and capital shortfalls.
Various macro stress tests indicate
that the gross non-performing
assets (GNPAs) ratio could spike
to 13.5% in September 2021
under the baseline scenario and
could escalate to 14.8% under a
severe stress scenario. It is to be
noted that the banking sector have
been reporting relatively better
asset quality during the current
fiscal owing to the forbearance
relief provided by the Supreme
Court announcement while the
RBI in its projections is likely to
have factored in the roll-back of
the relief measures. The task
ahead for the RBI will be to restore
economic growth and livelihoods
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by ensuring comfortable liquidity
and gradual roll-back of already
announced liquidity measures,
without jeopardizing its core
objective of financial stability.
The crux will be private
investment and household
spending
The pandemic led economic
shock resulted in sharp
deceleration in both consumption
and investment in the economy.
Private consumption is estimated
to decline by around 9.5% in FY21
while the investment rate is
estimated to dwindle to multi-year
lows of 24.2% during the fiscal.
While consumption has been
affected by lower confidence, loss
of income, fear of contagion;
private investment has remained
tepid chiefly on account of
heightened uncertainty regarding
post-pandemic economic
prospects. As gover nment
spending on capital expenditure
accounts for around 2-2.5% of
GDP, the recovery and the growth
prospects going forward hinges
on the revival in the private capex
cycle. A turnaround in both
consumption and investment which are the pillars of the
economy - is imperative for
sustained recovery and growth
prospects of the economy.
Concomitantly, it imperative for
private sector entities to raise
funds from the equity and bond
markets coupled with term lending
supported by the banking
system to meet the investment
requirements. The recent proposal
in the Union Budget in formation of
a development financial institution
with an overall lending portfolio
of Rs 5 lakh crs in the next 3 years
will provide a major boost
to infrastructure financing.
Additionally, India has remained a
preferred investment destination in
FY21 as FDI inflows have been
robust which reflects better
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economic recovery prospects in
the economy. Further easing of
relaxations by the government in
various sectors will provide
a d d i t i o n a l f i l l i p t o f o re i g n
investment in the economy.

As a credit rating
agency, the upgrades
and downgrades
would be important as
the economy reverts
to normal as do the
regulatory
forbearance gets
diluted over time.
Typically, any
recovery in the
economy will lead to
an improvement in the
modified credit ratio
(MCR) which is the
ratio of number of
upgrades plus
retentions to number
of downgrades plus
retentions. This has
been coming down
and been less than 1 in
FY21 and it may be
expected to get
gently reversed as the
economy recovers.
How does FY22 stack up?
Various sectors in the economy
have been affected to different
degrees and the recovery across
sectors has been unequal. On one
hand there has been resilience
seen in the agriculture,
pharmaceuticals and technology
s e c t o r s w h i l e re c o v e r y i n

manufacturing, auto, powerhas
been faster than expected.
However, contact-intensive
services sectors like tourism,
recreation, aviation continue to
grapple with the challenges of the
pandemic. So the two questions in
the context of the recovery are
how fast will we see a revival in the
services segment (especially the
contact intensive ones) and
whether the faster the expected
recovery seen in the industrial
sector will be sustained?
For the first question, the recovery
in the services sectors is likely to
be uneven with some subsegments likely to outshine the
others. Sectors like information
and technology, telecom will
continue to shine in the next year
with companies seeing robust
orders and shift to a more digital
set-up. The pick-up in the
hospitality industry (including
media and entertainment) will be
contingent on the swiftness of the
mass-vaccination drive and the
progress of further relaxations by
the Government. Although we will
get more clarity on these aspects
in the next couple of months, we
can expect these sectors to
commence its upward movement
only by the second half of FY22. In
case of the aviation sector, the
outlook looks relatively somber as
travel has been restricted to
essentials while international travel
is likely to be contingent upon the
management of the pandemic in
various countries which are
witnessing second and third
waves of the infections.
In terms of the industrial sectors
things could show mixed picture in
terms of industry –specific sectors
and consumer-specific sectors.
The former which includes
cement, steel, power, construction
could register a much faster
recovery supported by
government led infrastructure
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push. The latter, which includes
auto, FMCG, consumer durables,
textiles could see a more gradual
pace of recovery and be linked
with job creation. Also, with lower
infections in the rural segment than
urban, recovery is likely to be
swifter in the former.
The RBI will have a critical role to
play in the way in which the
economy evolves. With a rather
large government borrowing
programme this year already
announced and an expected
upsurge in state government debt
with some relaxation being
provided on the fiscal deficit ratios,
we can expect stress in liquidity
especially so if private sector
demand for credit picks up. The
RBI will have to persevere with
more OMOs and TLTROs to
stabilize liquidity and hence
government bond yields. This
indication has already been given
by the central bank.
Banks have had a relatively
challenging time this year
confronting low demand for credit,
surfeit of liquidity, lower interest
rates, threat of rising NPAs,
moratorium, restructuring of loans,
credit guarantee for SME loans,
etc. It will be back to normal albeit
in a gradual manner this year and
hopefully the system has already
buffered for this change. Their
reaction to credit demand will be
interesting as growth of 10-11% in
GDP, howsoever statistical it may
be, will bring about an increase in
demand for credit. This is where
they have to tread carefully in
cherry picking their customers.
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As a credit rating agency, the
upgrades and downgrades would
be important as the economy
reverts to normal as do the
regulatory forbearance gets
diluted over time. Typically, any
recovery in the economy will lead
to an improvement in the modified
credit ratio (MCR) which is the
ratio of number of upgrades
plus retentions to number of
downgrades plus retentions. This
has been coming down and been
less than 1 in FY21 and it may be
expected to get gently reversed as
the economy recovers.
In conclusion
After a sharp decline in the GDP of
the country, a sharp and resilient
V-shaped recovery in 2021 looks
inevitable. Despite the optimism,
we need to be cautious as India is
likely to touch the Rs 220 trillion
economy ($3 trillion) mark by the
end of FY22, a number which was
budgeted for in the previous
Budget. Following the recovery,
the important question is
whether the economy will be
able to sustain the economy
growth trajectory post FY22? A
combination of supply-side
reforms, easing regulations, push
to infrastructure investments,
boost to manufacturing through
performance linked incentives,
comfortable financial conditions,
increase in discretionary spending
and recovery in services sectors
subsequent to the roll-out of the
vaccine strengthens the optimism
towards faster growth in the
coming years and achieving the
$5trillion economy at a brisk pace.
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Government Banking, Financial
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founding members of FIMMDA, the
financial markets SRO in India and
headed product development committee
and several other initiatives for market
development. He also held the Vice
Chairman role at FIMMDA. While at this
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sub-committee, a part of Jaspal Bindra
Committee constituted in 2001, under the
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Over $250 million has
been infused into
startups& challengers
in this space.
InsurTechstartups are
targeting every aspect
of the insurance value
chain (underwriting,
pricing and claims),
every line of business
(across retail &
commercial with SME
health being the most
active) and every
customer touchpoint
(pre-purchase,
purchase, point of
claim - hospital,
network garage etc).
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ropelled by tailwinds from
Covid-19 and a string of
insurance IPOs in the USA
(Root, Lemonade and Metromile),
InsurTech in India has converted
the otherwise ‘sleepy’ insurance
industry into the ‘hottest’ segment
in financial services for startups.

and GOQii testing a wearablelinked health insurance product
and Edelweiss Insurance testing
a “pay-as-you-drive” motor
insurance product.
• Currently, ~70 projects have
either completed testing or are
being tested with customers

Over $250 million has been
infused into startups& challengers
in this space. InsurTech startups
are targeting every aspect of
the insurance value chain
(underwriting, pricing and claims),
every line of business (across retail
& commercial with SME health
being the most active) and every
customer touchpoint (prepurchase, purchase, point of claim
- hospital, network garage etc).

This ‘sandbox’ approach for
insurance has been adopted by
the FCA (UK) and MAS
(Singapore). The IRDAI is a step
ahead of its peer regulators - SEBI
and RBI - both of whom have just
launched their own innovation
sandbox programmes.

Broadly, there are three trends
in India w.r.t InsurTech 1. Regulation as an enabler
2. Entry of challenger licenced
insurance companies
3. Embedded Insurance
Regulation as an enabler
The regulator, IRDAI, has passed a
series of forward-looking
regulations to enable innovation:
I. Introduction of the Regulatory
Sandbox
The ‘Sandbox’ is a cohort-based
programme wherein insurance &
technology companies can apply
with ‘strange’ ideas for live-testing
with the following restrictions:
a. Customer base cap of 10,000
b. Premium volume cap of ₹50
Lakhs
c. Fixed testing period (6 months
plus a 6-month extension).
• Examples include Bajaj Allianz

Outside of India, wearable-linked
health insurance (e.g. Vitality - UK)
and “pay-as-you-drive” motor
insurance (e.g. Cuvva - UK and
Metromile - USA) have been well
received both by investors &
customers. The IRDAI sandbox
could usher a new era of products
(and, perhaps - dedicated
insurance companies to invest
into).
II. Introduction of ‘standard’
products
Some of you may have
purchased the ‘CovidKavach’ or
‘CovidRashak’ insurance against
Covid-19. The IRDAI has begun to
design a series of ‘standard’
products - across Health, Term
Life, Personal Accident, Travel &
other categories.
These standard products have to
be sold by licenced insurance
companies (much to their dismay).
From a customer perspective with product parameters
standardized, the competitive
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basis moves to service standards
& price. This is good for customers
- bad for (some) insurers and
certainly something investors
should keep a close eye on.
Entry of challenger licenced
insurance companies
Fairfax Financial backed Digit
Insurance has collected ₹1870
crore in this financial year - this is
an astounding figure for a
company that commenced
operations in 2017.
Alongside Digit Insurance, there
are new challengers amongst the
list of 57 licenced insurance
companies a. A m a z o n b a c k e d A c k o
Insurance
b. N a v i G e n e r a l I n s u r a n c e
(backed by Sachin Bansal,
Flipkart)
Given the Union Budget proposal
to allow up to 74% FDI in
insurance companies, you can
expect more foreign capital flows
into challenger companies
(pending licence issuance from
the IRDAI).
Whilst new insurance
companies aren’t newsworthy
by itself - the nature of players
entering the market certainly
deserves your attention:
a. Paytm acquired Raheja QBE
Insurance
b. Navi acquired DHFL Insurance
c. Now, rumours exist that Navi is
trying to acquire Aviva Life (as
part of their exit from Asia)
Unlike previous challengers,
these companies bring:
1.Technology leadership
a. The lack of technical debt allows
them to move fast
b.A reduced cost base by ~10% in
some cases.
c. Ability to handle partnerships at
scale (e.g. Amazon Pay with
Acko) A large base of ‘captive’
base of users via their
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ecosystem strategy. Paytm has
its super app with over 300M
users
a. Navi has a large collection of
subsidiaries (including CRIDs which is applying for a banking
licence) and portfolio
companies.

This ‘sandbox’
approach for
insurance has been
adopted by the
FCA (UK) and
MAS (Singapore).
The IRDAI is a step
ahead of its peer
regulators - SEBI
and RBI - both of
whom have just
launched their own
innovation sandbox
programmes.
Interestingly, each challenger
has adopted a different Go-ToMarket strategy a. Digit Insurance focuses on
commercial lines via offline
partnerships
b. Acko Insurance focuses on
retail lines via online sales &
some channel partners (e.g.
Amazon)
These companies may see mixed
success - but, investor appetite
remains very strong to participate! Furthermore, insurance
companies have access to a new
set of online channel partners FinTech companies who view
insurance as a product to drive
additional insurance - this brings
us to embedded insurance.

Embedded Insurance
‘Embedded Finance’ is a
buzzword which refers to
including financial products (e.g.
c re d i t , b a n k i n g s e r v i c e s &
insurance) into a platform that
serves a different primary purpose
for the user e.g. Flipkart offers
Term Insurance in partnership with
Aegon Life on the e-commerce
portal & app.
Embedded Insurance represents
a huge market opportunity within
India (over ~$3bn per year) - since
it has the right ingredients to
catalyze rapid growth:
1. Low insurance penetration
2. Digital platforms that aggregate
vast number of buyers (e.g.
Amazon, Flipkart, Paytm,
PhonePeetc)
3. Improving connectivity &
financial literacy
To give you a context of scale here
a. Ola sold 2 Crore trip insurance
policies per month prior to the
lockdown (in partnership with
challenger Acko Insurance)
b. P h o n e P e s o l d 5 L a k h
insurance policies in the first ~9
months of beginning insurance
distribution.
There are companies such as
Riskcovry which are building
the infrastructure to allow
every company to become an
‘InsurTech company’ i.e. to
distribute insurance products to its
captive user base.
What is the road ahead?
The 3 trends mentioned above will
continue to shape the nascent
‘InsurTech’ ecosystem in India and
perhaps drive us to a “UPI
moment for Insurance”.
With the IRDAI pushing for
standardization in insurance
across products (discussed
earlier), claims handling guidelines
and definitions - the axis for
FORUM VIEWS - APRIL 2021

competition in the industry is
moving towards price and
‘service’.
Whilst price is selfexplanatory - ‘service’ will
becoming increasingly
important via:
1. Value added services (e.g.
activity rewards, mental
wellness perks and other
partnerships to delight the
customer)
2. Customer lifecycle management (e.g. nudging the
customer along the right path both for purchases & their
lifestyle)
3. C l a i m s e x p e r i e n c e ( i . e .
insurers may opt for deeper
integrations with offline service
providers or use technology
start-ups to enable point-ofuse digitization)
UPI provided a payments protocol
to let private companies build an
excellent user interface. The
standardization drive in insurance
led by the IRDAI will create a
common protocol for insurance
data (“UPI for Insurance''). This will
allow us (at BimaPe) and others
build a differentiated user
experience in insurance.
The “UPI moment” for health
insurance is even more apparent
due to some external enablers:
a. Health Stack - developed by
iSPRT (Indian Software Product
Roundtable)
b. Health ID from the Government
The Health Stack can be viewed
as a “UPI for Healthcare data”.
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Whilst still in the pilot stage, our
experience working with ecosystem participants is promising.
This stack will provide a common
protocol to exchange healthcare
data.
Since insurance and healthcare
are very closely coupled - you can
expect insurance applications
such as straight-though claims
processing, anti-fraud filters and
personalized health insurance
products to emerge in the coming
years.
From an investor lens, this
protocol could reduce the
operational expenses of insurance
providers in the medium run and
have a positive impact on their
Combined Ratio.
The introduction of the Health ID
from the NDHM (National Digital
Health Mission) presents an
exciting opportunity to map the
health records of every person in
India - both for public health
insurance schemes & private
purchases.
The Health ID could usher in a very
different user experience in
insurance e.g. personalized health
insurance products and “mobile
number portability for health
insurance” - the latter is an
application we are building at
BimaPe.
Conclusion
Insurance has the right set of
tailwinds to grow rapidly in India.
The entry of distributors such as
Amazon, Flipkart, Navi, PhonePe

and Paytm signals that this will be
a ‘battle royale’
India has a low insurance
penetration i.e. 3.7% of GDP
versus a global average of 6.31%.
The insurance industry is growing
its premiums base by about ~11%
year-on-year. The macro-tailwinds
for growth in this industry are quite
clear.
In this article, I have attempted to
highlight three micro-tailwinds - (i)
Regulation; (ii) Entry of challengers
& (iii) Embedded insurance. These
tailwinds could help India push the
penetration figure to > 5% of GDP
in the next 5 years.
The scene has been set up like the
payment’s ecosystem was 2013 the fire has been lit. But, unlike
2013 - there is a lot more ‘jet fuel’
(investor capital) waiting to be
poured - you will see many
companies ‘blitz-scale’ in this
market (similar to Digit Insurance).
As an investor sitting in the wings,
you and your clients have a great
opportunity to witness decades of
transformation take place within
the next 3 to 5 years within the
insurance industry.

Rahul is the Founder & CEO of BimaPe an insurance startup backed by Y
Combinator & Lightspeed India Partners.
Prior to founding BimaPe, he was an
Insurance Product Manager at Laka
Insurance (UK) and a part of Accenture
UK’s FinTech Innovation Lab.
He graduated with a Masters degree in
Statistics from the University of Warwick.
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PROPSTACK
The asset class of
most interest at any
and every warmblooded Indian’s
dinner table
conversation.
Residential real
estate had been
suffering badly for
at least the last fiveyear cycle. Probably
a bit longer. And
this suffering was
one of its worst in
all the phases of
suffering it had
been through.
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020 was a year unlike
anyone of us, or our
parents, have seen in our
lifetimes. And hopefully, we won’t
have to see one like this again.
Year 2020 has changed the way
the world lives, works and plays
forever and most of it for the better.
While the shock, pain and
suffering were well documented in
the media, the post pandemic
world is fast showing evidence of
the popular quote by Albert
Einstein - “In the midst of every
crisis, lies great opportunity”.
The crisis in reference here,
however, isn’t the pandemic
directly, but the economic fallout
that has affected almost every
analogue industry.
The first half of the pandemic
affected year saw enforced
national lockdowns in India and
the world, that resulted in 100%
empty commercial properties.
Work from home became a norm
for the world.
As the lockdown was gradually
lifted, signs of life began emerging
across commercial real estate.
This, however, was a far cry from
the hustle bustle of office and retail
properties the world was used to
seeing. A combination of new
occupancy rules (read: distancing
criteria), hybrid work schedules
between office and work from
home and a general yet legitimate
paranoia resulted in very low
occupancy levels which just
marginally increased towards the
end of 2020.

So, what does the new world hold
in store for commercial real
estate? One thing is for certain.
Human beings are resilient and
adaptive. This means that
commercial real estate is not dying
anytime soon. Creative ideas to
redesign existing stock and design
new stock are already in play.
While the enforced work from
home experiment did yield better
than expected results, the verdict
is out that the world wants to and
needs to get back to the office.
Smaller domestic establishments
that were hit hard by the pandemic
have had to let go of their leases.
This has created a big opportunity
for flexible/ coworking space
operators to step in and offer small
format, plug and play options to
these businesses.
Larger, mostly multinational
businesses come in two sizes. The
small format, expensive front office
can more or less continue
occupying their spaces. Those
that have not seen the value in
doing so anymore, also have
flexible office operators to turn to.
Majority of the flexible office
operators have sensed this
opportunity and been on an office/
lease acquisition spree since the
last quarter of 2020, to further
prove this point.
The large office occupying
businesses, with large back office
operations, have had the financial
muscle to ride the 2020 economic
headwinds. These tenants
continue to not only occupy their
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pre committed offices but are also
looking forward to expansion
plans as the new digital
world creates massive new
opportunities. Case in point is
Apple’s new 400,000 square foot
lease in Bengaluru in October
2020.
While in most cases commercial
real estate is synonymous with
office as an asset class, the
‘other’ commercial real estate
asset classes are retail and
warehousing. Physical retail
spaces like high street stores and
malls have been particularly hard
hit. The social distancing norm
propagated by the covid 19
pandemic is the complete anti
thesis of this asset class. Digital
shopping and delivery over the
past few years was already
making a big dent in physical retail
and the pandemic just accelerated
that trend to stratospheric levels.
While we do see activity picked up
in retail spaces off late, the
pandemic has pulled the shutters
down on a multitude of eateries
and stores; who’ve opted for the
fast adopted digital format
instead. There is talk about efforts
to repurpose these assets, in part
to office and in part to delivery
hubs to support online stores. But
this space is yet to see a clear path
forward and 2021 could be the
year of reckoning for them.
Warehouses on the other hand
have seen a major uptick as part of
the logistics boom in general. The
digital market led by ecommerce
in India has had a huge shot in the
arm, no pun intended, in the
pandemic and the market is
growing at a projected CAGR of
almost 10%. Warehouses are a
major supporting limb to the
ecommerce industry in India and
have a very bright present and
future ahead. With all the
prominent international and
domestic funds investing in India’s
warehousing industry, we are
ways off from having adequate
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quality warehouses to support
India’s digital businesses.
And finally, residential real estate.
The asset class of most interest at
any and every warm- blooded
Indian’s dinner table conversation.
Residential real estate had been
suffering badly for at least the last
five- year cycle. Probably a bit
longer. And this suffering was one
of its worst in all the phases of
suffering it had been through.

While the property
market has finally had
to succumb to the
forces of covid 19 and
corrected 10%-15%
in major metros, state
governments have
smelt a window of
opportunity. The most
proactive of them, the
government of
Maharashtra slashed
prohibitive stamp
duty charges from 5%
to 2% up until 31
December 2020
and 3% up until 31
March 2021.
Prices were stubborn to a level
where every feeble attempt by the
government at making interest
rates ‘attractive’ was ridiculously
insignificant. The primary reason
for this was the over leveraged
developer segment that had
underwritten astronomical prices
with their lenders in almost all the
top cities, especially in Mumbai
and Delhi NCR. Moratorium
periods were fast approaching
and yet there was no sign of prices
letting up for the fear of the
underwriting as well as the general
fear of a domino effect on the

industry as a whole. Add to that,
demonetisation of late 2016 made
movement of inventory that much
harder. Six months from that
event, we had the implementation
of GST (Goods and Services Tax)
and RERA (Real Estate Regulatory
Act) on new projects. Under
construction projects were
deemed a service and a uniform
tax of 12% was loaded on to the
buyer as GST. Strict and stringent
reporting standards of RERA
along with the compulsion to
register a property and pay stamp
duty accordingly upon payment of
10% of total consideration made
new project sales bumpy.
Then came the IL&FS fiasco in
2018 which almost immediately
dried-up credit for property
development. Construction halted
in large sections of the market and
the residential market plummeted
to its relative all-time low.
All of this put together started
putting several smaller players in
the residential property market out
of business. The latent demand for
property ie the fence sitters who
waited and watched through all
this knew that finally a major price
correction was around the corner
and their time to consummate a
transaction would come. But that
never happened. The resilience of
the Indian residential property
market was at an all-time high.
Only a black swan event had the
power to blow this stubbornness
away. And then covid 19 hit the
Indian shores in early 2020.
The small trickle of property sales
came to a screeching halt. The first
half of India’s covid 19 lockdowns
saw almost zero sales. Despite the
government stepping in and
providing extended debt
moratoriums, the pressure started
even telling on the relatively largest
of property builders. Add to that,
on account of the uncertainty,
economic sentiment was down
and that even made the fence
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sitters drop back over the fence to
the side where they tucked every
penny they had saved back under
the pillow. As the lockdown
started easing off gradually, the
market started seeing its first signs
of revival, with old property sales
being registered at the registrar’s
office. At the same time the world
and India started believing in the
“In the midst of every crisis, lies
great opportunity” story. While
digital businesses were already
seeing major forces buoying them,
analogue businesses like pharma
were being propped up as mega
successes for the future of the new
world. The BSE Sensex is
testimony to India believing in the
inflection point that it had just
crossed. While naysayers warn of
a bubble, which to an extent could
be the case of building euphoria,
the sensex has bounced back
remarkably from its 23 March
2020 low of 25981 to over 52000
as of 15 Feb 2021 ie over 12000
points above the pre covid high.
While the work from home
concept has forcibly reshaped the
design and demand of the
traditional office, it has also proven
to the world that it is an effective
and efficient way of working which
can and will be integrated into the
way we work. As a result, the
demand for owned homes (if not
already owned) and bigger homes
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(if already owning a relatively small
home) has come back with a
bang. Fence sitters have this time
been pushed over to having a
strong intent to transact.

unlocking this market and
eventually only something as
devastating as covid 19 has been
able to achieve what mere mortals
couldn’t.

While the property market has
finally had to succumb to the
forces of covid 19 and corrected
10%-15% in major metros, state
governments have smelt a
window of opportunity. The most
proactive of them, the government
of Maharashtra slashed prohibitive
stamp duty charges from 5% to
2% up until 31 December 2020
and 3% up until 31 March 2021.
This in combination with the price
cuts, belief in work from home and
the bullish market resulted in
record sales in Mumbai in the
month of December 2020 when
over INR 34,000 crore of inventory
was sold. That trend continued
into January 2021 as well.
Kudos to the gover nment
of Maharashtra. The Delhi
government recently followed suit,
albeit differently, to unclog their
sluggish market and cut circle
rates by 20% for 6 months.

In summary, the future of real
estate will be very different from
the past. Residential real estate
has received a once in a lifetime
opportunity that it was long
craving. But the industry must
tread cautiously and not get
carried away. Lessons from the
past must be learnt and
implemented immediately lest we
go back to the darker ages of
residential’s past.

I’ve spent more time in this article
on the residential market because
it is the single largest real estate
asset class in India and has had a
long and painful last several years.
All stakeholders involved have
been at sixes and sevens over

Prior to Propstack, he has a background
in Real Estate Capital Markets as well as
Data Analytics with top multinationals
including JLL, Deutsche Bank and
Fractal Analytics.

Views expressed are personal in nature.
Shubhankar Dongre in the co-founder
of Propstack, India’s largest Real Estate
and Mortgages data, analytics and
technology company. The company is
backed by the Daily Mail Group (UK), Real
Capital Analytics (USA) and top
professionals from the industry.
Propstack offers top quality data backed
products to the worlds largest Private
Equity, Hedge Funds, Lenders,
Developers and even the government of
India.

By education, he is a B.E. (Civil), MBA
(ISB) and LLB (General).
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REGULATORY ASPECTS OF
PORTFOLIO MANAGEMENTNEW REGIME

BHAVESH VORA

CHARTERED
ACCOUNTANT
Considering the
growing appetite of
Indian investors for
the services of
Portfolio Managers,
SEBI has recognized
the need to
strengthen the
regulatory framework
that governs them.
The SEBI (Portfolio
Managers)
Regulations, 1993
were completely
replaced by the SEBI
(Portfolio Managers)
Regulations, 2020
(2020 Regulations).
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INTRODUCTION
Indian investors have been
displaying a growing amount of
confidence in investing using the
services of Portfolio Managers. On
31 December 2019 there were
354 Portfolio Managers registered
with SEBI. This number had
steadily been rising since 31
March 2016 when it had declined
to 188. There has been a
significant growth in the number of
clients and the Assets under
Management in a similar period as
well. The number of clients served
was 82,391 and the Assets under
Advice was Rs. 4,72,520 Crores
on 29February 2012. As on April
2019 this number had increased
to 1,51,618 clients, and Rs.
18,07,938 Crore. This has almost
a twofold increase in the number
of clients and more than a three
fold increase in the Assets under
Management.
Considering the growing appetite
of Indian investors for the services
of Portfolio Managers, SEBI has
recognized the need to strengthen
the regulatory framework that
governs them. The SEBI (Portfolio
Managers) Regulations, 1993
were completely replaced by the
SEBI (Portfolio Managers)
Regulations, 2020 (“2020
Regulations”).Since the
notification of the new regulations,
there has been some debate
among Portfolio Managers about
how these regulations should be
interpreted, and how they should
be practically implemented. While
some of these issues have been
clarified by SEBI by issuance of

circular, many still remain to be
finally determined.
There has also been a change in
the way the PMS functions. A
number of PMS aggregators who
p ro v i d e i n f o r m a t i o n a b o u t
Portfolio Managers have propped
up. Reliance on technology based
solutions has increased for
Portfolio Managers, as has
generally been the case for other
intermediaries as well. In addition
to this, the global pandemic has
left its long term impacts on how
business operate as a whole, with
remote working, reliance on
technology, and a changed
economy, all making their
presence felt.
The regulatory framework is being
constantly reviewed and
amended, to enable these
intermediaries to function and
thrive in this environment.

MAJOR CHANGES IMPACTING
PORTFOLIO MANAGERS
I. SEBI - Frequently Asked
Questions:
SEBI had issued FAQs for Portfolio
Managers on 25 August
2020(“August FAQs”); however,
these FAQs were replaced by a
revised version on 28October
2020 (“October FAQs”). The two
were largely similar, barring two
major differences. As would be
expected these FAQs mainly
addressed the new provisions
introduced bythe 2020
Regulations.
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The major matters considered by
t h e s e FA Q s h a v e b e e n
summarised below:
What Type of Securities can a
PMS Invest in?
SEBI has reiterated the types of
securities that discretionary, nondiscretionary and advisory
Portfolio Managers can provide
advice for. They have specifically
tackled the situation where the
maximum prescribed limit for
securities as applicable for nondiscretionary or advisory Portfolio
Managers is exceeded on account
of Corporate Benefits. They have
clarified that exceeding these
limits on account on passive
actions such as bonus issues shall
not constitute a breach of the
regulations, and will be
permissible but active action such
as subscribing to rights issue
would qualify as a breach of the
regulations. They have also
clarified that over the counter
instruments such as unlisted
bonds cannot be invested in
merely because they are reported
to the Stock Exchanges.
When are clients permitted to
To p - u p ? I s t h e r e e v e r a
mandatory Top-up required?
The change in the minimum
investment amount prescribed by
the 2020 Regulations, along with
the exception granted to old
clients lead to some confusion
about the top up/accretion and
decretion requirements and
permissibility.
The FAQs specifically clarify the
below points in this regard.
• For clients on boarded before
the notification of the new
regulations, the minimum
investment amount of only 25
Lakh was continued. It is
specified that, if such clients
want to top-up their investments
they are required to meet the
minimum amount of 50 lakh
post the top-up.
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• They also deal with whether
withdrawal is permissible for the
‘existing clients’ of the PMS. The
response given here is that,
such withdrawal is permissible,
provided that the portfolio
amount does not fall below the
applicable minimum. Assuming
that ‘existing clients’ refers to
those clients who were on
boarded before 21January,
there is some ambiguity whether
the ‘applicable minimum
amount’ refers to 25 Lakh or 50
Lakh.
• In case the value of the Portfolio
falls below the minimum
investment amount on account
of valuation, i.e. as a response to
market forces, no top up is
required from clients to bring the
value back up to the applicable
minimum investment amount.
Can a PMS deal with its
Associates? Do they have to
deal with at least 5 Brokers?
SEBI has clarified that the limit of
20% imposed on Portfolio
Managers for dealing with
associates is a limit imposed per
associate and not the cap for all
associates put together. The
Portfolio Manger is permitted to
utilize the services of multiple
associates as well, as long as the
services used from each associate
are capped at 20%. There is
additionally no limit for using the
services of non associates.
How should performance of
Por tfolio Manag er be
reported?
SEBI had vide circular mandated
that the performance of Portfolio
Managers be calculated using the
using Time-Weighted Rate of
Return (TWRR) method. The FAQs
provide further guidance on how
this should be calculated. An
annexure included in these FAQs
contains the individual steps of
calculating the Performance of the
Portfolio Manager using TWRR,
and also contains an illustration of
such calculation.

How should Performance Fee
be calculated?
An illustration of how Performance
Fee should be calculated, while
incorporating the concepts of
Hurdle Rates and High Water Mark
has also been included. However,
this illustration is not the same
August FAQs and the October
FAQs.
The major difference was that in
the October FAQs, the hurdle rate
was applied on the previously
achieved high water mark, unlike
in the August FAQs, in which case
it was applied on the opening NAV.
This concept of the applying the
hurdle on the previously achieved
high water mark is a very strict
benchmark for the calculation of
Performance Fee, and has led to
uncertainty among Portfolio
Managers.
Other Matters
Other than the matters specified
above, SEBI has provided a
general introduction to the
activities of a Portfolio Manager
including details of who a Portfolio
Manager is and the services that
they offer. They also include details
on how application is to be made,
what minimum net worth
requirement, fees etc. They then
talk about the kind of reports the
Portfolio Manager must issue, the
kind of disclosures they must give,
Lock-in period, Investor
grievances etc.
A question that appeared in the
August 2020 FAQs and was
deleted in the October FAQs was if
the Portfolio Manager is required to
take prior approval from SEBI in
case of change in constitution or
control. This had been a point of
contention, since the SEBI
(Portfolio Managers) Regulations,
1993 included a clause on this and
the 2020 Regulations did not.
However, the same is a general
requirement under the SEBI
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(Intermediaries) Regulations,
2008. The August FAQs directly
addressed this by saying that such
approval was not required. Since
this question and its response
were subsequently deleted, a
conservative reading of the
situation would be that taking such
approval is still required.
II. SEBI ORDERS AND
INFORMAL GUIDANCE
The changes in the Portfolio
Management and Investment
Advisory Regulations could make
even experienced players rethink
their plans and restructure their
business. Recently with the added
restrictions in the SEBI (Investment
Advisers) Regulations, 2013,
particularly those on fees some
Investment Advisers are turning
towards providing advisory
services under the Portfolio
Managers Regulations.
Specifically related to the above,
there was contention about
whether the minimum investment
amount applicable to Portfolio
Managers would also be
applicable in case of Portfolio
Managers when they are providing
only advisory services. The same
has been clarified by SEBI vide
informal Guidance issued to
‘Sundaram Alternate Assets
Limited’ on 5February 2021.As per
this guidance SEBI has stated that
the minimum limit will be applicable
even in the case of advisory
services.
SEBI has also begun a crackdown
on unregistered Investment
Advisory and Portfolio
Management activities. Four such
o rd e r s w e re i s s u e d o n 7
December 2020 itself and many
other orders have followed.
Through enforcement orders SEBI
has targeted unregistered activity,
along with providing assured
returns, and other non permissible
activities.
246

Portfolio Managers
are also seeing the
growing
importance of
using external help
in their operations,
be it through
permissible
outsourcing entire
operations, or using
technological
platforms and
developments, or
just using the
assistance of
professionals for
specific matters.
They are finding
ways to sail
through these
turbulent waters,
and forge their way
ahead, steady and
strong.
SEBI is showing its determination
towards only permitting the
regulated entities to function in this
sphere. The aim of protecting
investors from being defrauded by
such false schemes and activities
is also evident from these actions.
III. N E W
W A Y S
O F
FUNCTIONING
In the connected world that we
function in, no business survives in
isolation. Business can no longer
function in their limited geography

and attract all the local customers
around them. By means of the
internet, businesses from near and
far can all appeal to the same
customers. This holds true for
Portfolio Managers and other
securities market intermediaries
as well.
However, the internet that poses a
threat to their local customers also
provides additional avenues for
the Portfolio Manager. This offers
opportunities to not just reach out
to customers who are
geographically dispersed, but also
helps create more of a market
presence, deliver information
better and collaborate with other
Portfolio Managers for this
purpose.
Capitalizing of this, there has been
a rise in portals that provide
information relating to numerous
portfolio managers all in one place.
These portals provide information
about the services, the
performance and the experience
of the Portfolio Managers. Some
go one step ahead and actually
connect the Portfolio Managers
with clients. This serves the client
and the Portfolio Managers alike.
In addition to the marketing and
visibility benefits of the Internet
and similar technology, there has
also been an increase in the use of
Artificial Intelligence for making
investment decisions. Specific
software to help take these
decisionsis also being developed
and used by fund managers.
There is also an emergence in
using the services of distributors,
as a result of which, distribution
and Fund Management may arise
as two separate segments, both
working in sync to serve
customers. Outsourcing of non
core activities, whether with or
without the assistance of
technology, is also increasing
allowing Portfolio Managers to
focus on their core areas.
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WAY FORWARD
A period of change is always a
period of uncertainty. Change is
coming at Portfolio Managers from
all directions right now, from a
regulatory angle, from a
technological angle, and from an
operational angle as well. There
has also been a sea change in
market conditions and in
expectations of client.
Portfolio Managers are also seeing
the growing importance of using
external help in their operations,
b e i t t h ro u g h p e r m i s s i b l e
outsourcing entire operations, or
using technological platforms and
developments, or just using the
assistance of professionals for
specific matters. They are finding
ways to sail through these
turbulent waters, and forge their
way ahead, steady and strong.
Market Intermediaries with the
help of regulations have matured
enough to sail through, and we will
see many new players getting into
Portfolio Management and many
synergies among players arising.
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SEBI is showing
its determination
towards only
permitting the
regulated
entities to
function in this
sphere. The aim
of protecting
investors from
being defrauded
by such false
schemes and
activities is also
evident from
these actions.
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START-UPS IN INDIA -WISDOM
FOR THE ROAD AHEAD
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PEVC & CAPITAL MARKET
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Top VC and PE firms
are investing all-in
today in future
disruptors. The assets
to be deployed, along
with dry powder &
invested funds, range
from $12-16 Billion in
each PE & VC
category.In addition
to this there is more
dry powder with
many individuals and
corporates who
would like to channel
funds toearly-stage
investments.
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et us look back at the road
start-ups in India & the
South Asian region have
travelled as opposed to the Global
scenario. For decades, my role in
the Mumbai financial markets
have given me a front and centre
seat to the Indian start-up
environment. In this piece, I will try
to share my unique perspective.
Globally start-up names have
become common names in the
lives of people. Twenty years ago,
today’s top names such as Apple,
Google, Microsoft, Amazon,
Facebook, Alibaba, WeChat,
Baidu, Uber, Ola, Instagram,
Slack, PayPal, Tesla, SpaceX,
Flipkart etc. did not exist or barely
made a mark in the mind of
consumers. These brands have
made it to the top of the valuation
charts over the last twodecades.
The disruptions they have brought
have earned them the loyalty of
consumers. Each firm named
above has been funded by the elite
global VC and Private Equity firms.
This trend continues. Top VC and
PE firms are investing all-in today
in future disruptors. The assets to
be deployed, along with dry
powder & invested funds, range
from $12-16 Billion in each PE &
VC category.In addition to this
there is more dry powder with
many individuals and corporates
who would like to channel funds
toearly-stage investments.
India is still in the catch-upstage of
having an organised and
monitored ecosystem for its
indigenous start-ups. In the Indian
start-up ecosystem local ideas
and local capital pools locally are
mismatched. Although local Angel

and Seed investors have been on
the rise, risk appetite has not
increased. Local investors need a
curator who will qualify founders,
whet business models and create
capacity building. This will allow
deep tech to grow locally.
Secondly, the segments start-ups
cover broadly is B2B, B2B2C,
B2C, and lately D2C. The areas
that Indian needs to develop more
efficiency in are BFSI (Banking,
financial services and insurance),
CPG(Consumer Packaged
Goods), Smart Infrastructure,
Health Care, Real Estate, Defence
& Aerospace. BFSI and Health
Care have many start-up names
where optimisation and efficiency
levels have shown some
improvement but many existing
large players in Banking and
Health Care are dependent on
legacy systems whish will require a
large capex to upgrade. In CPG &
Smart Infrastructure there are
fragmented players. Real Estate
has many platforms, but they are
part of a broken ecosystem as
they are mainly matching and
advertising platforms. Defence
and Aerospace are a restricted
sector due to government
controls. However, India needs
local start-ups to provide the
“make & made in India”
technology. This is urgently
needed.
The mega former start-ups like
Facebook, Google, Amazon and
Microsoft have now successfully
penetrated India and its various
ecosystems. Let us take some
examples. Facebook and Google
have disrupted the global
advertisement market where they
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monetise data they collect.
Amazon has disrupted the retail
market by creating a marketplace
where many large retailers had to
pivot or shut shop. Small retailers
have managed to sell goods and
services but pay high fees to
remain at the top of consumer’s
minds. Microsoft has remained a
B2B with products and services
which run on any PC, laptop,
tabletor mobile. Apple has recently
made a significant move into BFSI
and Health Care using acloudbased service.
Now let us look at India based or
born start-ups such as PayTm,
FlipKart, Ola, Oyo, Baiju, Swiggy,
Zometo, Grofers, Nyakaa etc.
They are all 10-12 years old. None
of them have a dominant market
share and are burning funds to
acquire customers.With a few
exceptions, founders’ stakes are
diluted below 15% ownership. I
am OK with equity dilution as
founders may have faced
challenges initially to raise capital.
However, if these early-stage
capital pools were raised within
India and in INR (Indian rupee) that
would be preferable to an infusion
of USD denominated funds. Today
hardly any start-ups are
indigenously funded onshore in
India. This is changing. Select
names such as Lets Venture,
angel groups which are city centric
and micro-VC firms have started
to commit between $100K to $1
Million in pre-seed or seed rounds.
India needs few hundred start-up
names to work along with
platforms like Lets Venture and a
few more to provide risk capital.
Accelerators are scarce and
should be encouraged to scale
rapidly as well.
In my opinion, India also needs a
centralised monitoring system on
how start-ups are faring and what
kind of ecosystem support is
needed. These platforms can
keep an eye on the progress of
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start-ups and create visibility and
business opportunities for startups by bringing synergistic players
on. For example, start-ups can
raise initial capital and receive
visibility on the platform. They are
then discovered by larger
enterprises that need their
services. Such platforms can be
initially funded by enterprises (mid
to Large) who shall have first
access to the innovations of the
nurtured start-ups.

India also needs a
centralised
monitoring system
on how start-ups are
faring and what kind
of ecosystem
support is needed.
These platforms can
keep an eye on the
progress of startups and create
visibility and
business
opportunities for
start-ups by
bringing
synergisticplayers
on.
A handful of start-upshave
managed to raise initial rounds of
funding (angel / seed/ series A).
These are most vulnerable as they
are in their growth stage and
again, they are dependent on a US
dollar base funding as most of
late-stage VC and early-stage PE
firms are foreign owned or USD
denominated funds. India needs
INR denominated funding and that

is where late VC, early PE firm’s
needs to raise INR funding.There
are a fewplayers, but they can be
counted on one hand. India needs
and deserves more. India can
encourage platforms that allow
such fund raising and secondary
transaction platforms. Such
platforms shall bring innovative
solution for fresh funding as well as
exits.
Sector Analysis
CPG and Retail have three to four
big players: Amazon, Flipkart,
BigBasket, Reliance. The first
three are attacking the market
from ane-commerceanglewith an
internet front end paired with a
warehouse back end. They
negotiate hard with CPG players
and offer attractive lower prices to
consumers to as well as home
delivery. The fourth, Reliance
Retail has tied up with Kirana
stores for last mile delivery and
storage. However, Kirana may
lose its business to Reliance Retail
in the distant future. Both the
models pose challenges to
existing small stores. Today 85%
of FMCG & CPG sales are in single
or small stores while Ecom and
organised retail have a combined
market share around 15% (other
names like Delhivery, ShopX,
Udaan, RingRing are still growing
while some have given up).
BFSI is the most active and
largest sector where digital
offerings have taken the front row.
Frontend players like Digital
Lending / Neo Banks/ Payments/
Foreign Exchange offer services
which compete with large banks
and lenders. There are many
players who digitise middle and
back-ops for fintechs, lenders and
banks. Competition is fierce and it
is a dog-eat-dog market where
service levels and delivery are key
as pricing is dictated via
negotiated deals. Barriers to entry
are also high. Large entrants such
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as Amazon Pay, Google Pay,
Phone Pe Bharat Pe have been
more visible than silent players like
Razor Pay, Pine Labs, Pay U etc.
New Neo Banks have been
making creating a buzz as well
(Epify, Jupiter, Niyo, Ocare etc). I
have not factored in Jio, but they
have big plans in BFSI.
Smart Infrastructure is one of
the biggest markets select
international players in this market
as local start-ups do not have
enough funding yet. Personally, I
would watch this segment
carefully as new Indian players
enter.
Health Care is now a most vibrant
sector thanks to the recent
pandemic Covid19. Vaccine
creation to efficient delivery is a
large and needed segment.
Connecting the health of each
individual (with assessment) into a
seamless hospital, insurance and
finance model will make a positive
impact on many lives. Today we
have cashless health insurance,
but it is a fragmented system.
When a patient gets admitted to
hospital irrespective of insurance
(cashless), the hospital demands
a deposit, even for minor
procedures such as dental, eye
and paediatric treatments.
Doctors are paid and then recover
the rest from insurance. There are
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delays and gaps. The system is
inoperative, and start-ups are
better positioned to offer a
solution to repair such an
awkward process.
Real Estate is also a broken
system in India. Renting or
purchasing needs to be repaired
as the experience is not seamless.
Only some parts are digitised, and
none offers an end-to-end
service. For example, Mr A is
looking for a new home. He looks
at some popular websites where
he enters his mobile number and
is then deluged with calls from
brokers. He decides to look at a
selection of homes and the
platforms services end. The
broker then matches the buyer
and seller and works to complete
the transaction. The buyer then
must find best HFC to fund the
purchase, once the transaction is
done, both buyer and seller are
required to register with the
registrar. This is a totally broken
experience and must be repaired
end to end.
To conclude, the Indian market of
1.4 Billion people needs many
start-ups to create products and
services which suits the needs of
Indian people. The road ahead in
India and South Asia is extremely
optimistic as start-ups can
simplify, digitise and link together

transactions. The market
opportunity is vast but initial
funding needs to be localised and
customised to the India based
entrepreneur. More platforms that
can offer funding, visibility, sales
and exit needs to be encouraged.
When any Individual makes asset
allocation, private and early stage
investments should find a place
for any asset allocation model for
Rs 50 Lac and above. Imagine
anyone who would have taken a
bet on Apple, Google Facebook
Amazon & Microsoft 15-20 years
back? The returns are mind
boggling. The allocation of risky
assets needs to be part of portfolio
with one condition that the risk
may not pay off but if it pays off
then it’s a very large pay-out.I
hope I will be able to write a much
happier ending in twenty years’
time.
Ashith Kampani has spent 38 years in
capital market. Journey began with family
stock broking firm on Dalal Street open
outcry system to all digital online trading
systems. During this journey he spent
time with retail, wealth management,
institutional equities, private equities,
Investment Banking M&A and now in
Venture Capital and early stage
Investment and advisory. Worked with JV
partner Morgan Stanley and before
stepping down he was MD at JM
Financial. Currently Chairman at
CosmicMandala15 Group & Member of
Managing Committee Bombay Chamber.
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FINTECH OUTLOOK AND
THE ROAD AHEAD

PARAG JAIN

SECURITIES
MARKET
REGULATION
EXPERT
The Fintech broking is
the future and it should
be encouraged. It will
be encouraged I
predict and fintech
players will continue to
capture more and
more of the retail
market share and the
traditional brokers
who do not adapt by
upping their
technology game and
reducing transaction
costs would see their
market-share
shrinking.
252

I

free stocks being given to investors as
some kind of rewards scheme for
trading).

Stock Broking
First up, let’s take stock of what has
already happened in the stock
broking space. Stock broking space
has seen several Fintech players,
particularly in the retail space. By one
account, the online discount stock
brokers have captured more than
28% market share. That has been
achieved mainly through the quality of
their product (in terms of ease) and
lowering of transaction costs. The
brokerage for delivery trades is “Nil”
and for day trades, there is a very low
flat rate instead of a rate based on a
percentage of value. Lowering
transaction costs is a good thing to
happen.

Further, “If something’s free, that
means you’re the product” has
become a bit of a cliché but is quite
right too. We all know what Google
and Facebook do. Robinhood in the
USA which was in the news recently is
known to offer trading free but it gets
its monies by selling order flows to
hedge funds and others. This is a clear
conflict of interest. In India, all orders
go to the exchanges, and hence there
is no question of selling of order flows.
But SEBI needs to very carefully
examine what are the conflicts if any.
Is the retail data being used or sold to
generate revenues? Even wild chase
of valuations is not desirable from the
point of view of investor protection.
The broker is not incentivized to put
the client's interest above the interest
of the counterparties if they are not
being charged for services.
Remember why SEBI has stipulated
that investment advisers cannot
earn commissions or any other
form of consideration on products
recommended by them from the
product manufacturers. SEBI would
have to carefully examine and
address these issues. Transparency
regarding conflicts should be
ensured.

f all you have is a hammer,
everything looks like a nail, they say.
We are all inclined to use tools
familiar to us. I used to be a securities
market regulator for more than a
decade. I write this piece, therefore,
covering Fintech in the light of typical
regulatory priorities- transparency,
cost of transactions, ease of
transactions, and growth of markets.

The Fintech broking is the future and it
should be encouraged. It will be
encouraged I predict and fintech
players will continue to capture more
and more of the retail market share
and the traditional brokers who do not
adapt by upping their technology
game and reducing transaction costs
would see their market-share
shrinking.
There is some worry too though which
I would address if I were the regulator.
Regulators do not like investors to be
lured. That is the reason why the
mutual fund distributors are not
allowed to pass commissions back to
the clients. Free trading facilities even
for part of their product offering are
worrisome (there are also reports of

Wealth Management
The first component of wealth
management is financial planning.
Robo-advisers should emerge in India
in the coming years, like it has already
happened in the USA, replacing a lot
of small investment advisers. The
largest robo-adviser in USA has
Assets under Management (AUM) of
161 billion dollars. These automated
algorithm driven advisers would have
the benefit of being less expensive
than the traditional advisers. They
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would bring convenience since these
would be accessible anytime
anywhere through the internet. SEBI
would have to create enabling
provisions for robo-advisers in the
investment adviser regulations;
robots can’t be NISM certified, for
example! SEBI would also need to
introduce appropriate checks and
balances to avoid harm to investors.
The second component of wealth
management is the selling of financial
products. One traditional problem in
this area has been a high cost for
investors towards commissions
making a significant dent in their
investment returns. That started
changing in the mutual fund space
with SEBI coming up with direct
plans. With similar objectives, SEBI
introduced the Investment Adviser
regulations which mandated that
investment advisers cannot take any
consideration from other than the
client being advised. This besides
removing the conflict brought the
transaction costs down too since
investment advisers were not able to
charge an advisory fee equivalent to
the commissions which distributors
earned. Regulators were clearly and
rightly keen to bring the transaction
costs down. Another problem has
been mis-selling of products.
Distributors have often been alleged
to put product manufacturers’ interest
before the interest of the clients to
maximise their commission.
Several online platforms have come
up which have solved the two
p ro b l e m s o f m i s - s e l l i n g a n d
transaction costs for investors
through superior analytics and a
business model not involving
commissions. These platforms have
also brought in considerable ease of
transactions. Many of these platforms
got generous funding from private
equity funds helping them invest in
technology with some of them even
claiming to use Artificial Intelligence to
provide investment advice. They
seem to have captured a fair amount
of business though exact figures are
not available.
SEBI should continue to encourage
the growth of these platforms and I
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predict that it will. Many of these
platforms are providing services free
too however just like the discount
brokers mentioned above not earning
from either the clients or the product
manufacturers. While these platforms
do not have a conflict of the type
distributors have (of putting
manufacturers’ interest above clients’
interest), a careful examination would
be required to ascertain whether they
are earning in ways that could
constitute a conflict of interest in other
ways and/or privacy invasion. If they
are not earning from anywhere at all,
then the survival of these platforms
themselves would be in jeopardy.
SEBI should strike a fine balance in
the way they regulate these platforms
to ensure that they neither cause
harm to the investors nor impede the
growth of these platforms.

Fintech players
would also have to
start charging
investors for
services to keep
conflicts of interest
away and to be
profitable in the
medium term. They
should understand
that one regulatory
crisis can take the
industry back by
several years.
Fund Management
Alternative Investment Funds (AIF)
launched by the Fintech players could
considerably bring the cost downs for
the investors. Presently, the typical
cost is very high. There is a distribution
commission, management fee, and a
performance-based fee. There is
already one fintech player in the
market who has launched an AIF with

no costs for investors other than a
10% performance fee (against the
norm of 15-20%). Technology would
help bring costs down particularly for
passive funds and those which
algorithms can run, by saving on
manpower costs.
Transaction costs can be lowered
similarly for certain categories of
Mutual Funds and Portfolio
Management Services (PMS) as well
wherein machines can replace costly
human resources.
Conclusion
Fintech in the securities market in the
broking, wealth management, and
fund management would continue
to thrive as long as they bring benefits
of lower transaction costs,
transparency, and convenience for
investors and do not act in ways that
involve a conflict of interest.
Ultimately, technology is quintessentially about problem-solving and these
have been the themes around which
investors have had to face problems
so far in India. Regulators should
encourage the growth of fintech with
just the right magnitude of checks and
balances- not too much, not too
little. Regulators would do well to
particularly have checks and
balances around business continuity
and integrity of the algorithms/
software, on the technology front.
They should, of course, keep an eye
on conflicts of interest too, as already
mentioned earlier in this piece.
Fintech players would also have to
start charging investors for services to
keep conflicts of interest away and to
be profitable in the medium term.
They should understand that one
regulatory crisis can take the industry
back by several years.

Parag is a securities market regulation
expert with more than 27 years of
experience at different levels of securities
market acquired while working for SEBI
(for 14 years), stock exchanges, and two
market intermediaries.
He is a B.E. (Hons.) Chemical & M. Sc.
(Hons.) Economics from Birla Institute of
Technology & Science, Pilani.
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FOREIGN TRADE:
ACCELERATING INDIA’S
GLOBAL INTEGRATION –
THE ROAD AHEAD

I

RUPA NAIK
Senior Director

MVIRDC WORLD
TRADE CENTER
MUMBAI
India exported USD
323 billion worth of
merchandise products
in 2019 and imported
about USD 480 billion,
leaving a trade deficit
of USD 157 billion.
About 40 per cent of
this trade
deficit,equalling USD
63 billion, came from
sectors such as
machinery and
mechanical appliances;
organic chemicals;
electrical machinery
and equipment; and
iron and steel.
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ndia exported USD 323
billion worth of merchandise
p ro d u c t s i n 2 0 1 9 a n d
imported about USD 480 billion,
leaving a trade deficit of USD
157 billion. About 40 per cent of
this trade deficit, equalling USD
63 billion, came from sectors
such as machinery and
mechanical appliances; organic
chemicals; electrical machinery
and equipment; and iron
and steel. Whereas, India posed
a trade surplus of USD 41
billion in sectors such
as automobile and auto
components; pharma-ceutical
products; and apparel and
clothing accessories.
Average annual growth in
exports across these sectors
was higher during the period
2009-2014 over 2014-2019,
except for electrical machinery
and equipment wherein
average annual growth in
exports during 2014-2019 was
higher than that in 2009-2014.
However, exports have grown
faster than imports in the
machinery and mechanical
appliances; organic chemicals;
electrical machinery and
equipment; iron and steel; and
automobile and auto
components sectors during
2014-2019. Whereas average

annual growth in exports of
pharmaceutical products;
and apparel and clothing
accessories has been lower
than their average annual
growth in imports between
2014-2019.
Higher growth in imports in the
pharmaceutical products;
and apparel and clothing
accessories sectors may be
attributed to a low base, given
that India has traditionally been
a net exporter of these
products. On the other hand,
higher growth in exports over
imports in the machinery and
mechanical appliances; organic
chemicals; electrical machinery
and equipment; iron and steel;
and automobile and auto
components sectors are a
positive suggesting India’s
growing competitiveness in
these sectors.
It is a welcome step that the
government has decided to
strengthen our competitiveness
in these sectors by rolling out
the Production Linked Incentive
scheme for auto and auto
components; speciality steel;
electrical equipment and
electronics; and telecom and
networking products sectors, to
name a few.
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Tables 1and 2 highlight India's trade dynamics for major sectors, where India has a trade deficit / surplus.

HS
Code

Table 1: India's Trade Dynamics for Major Sectors where India has a Trade Deficit
Average Average Average
Exported Imported Trade Average
Y-o-Y
Y-o-Y
Y-o-Y
Y-o-Y
Value in Value in Balance Growth in Growth
in
Growth
in
Growth
2019
2019
in 2019 Exports Imports Exports Importsin
Product Description
(USD
(USD
(USD
(2009- (2009(2014(2014Million) Million) Million) 2014,
%) 2014, %) 2019, %) 2019, %)

TOTAL All products
Machinery, mechanical
84
appliances, nuclear reactors,
boilers; parts thereof
Organic chemicals
29
Electrical machinery and
85
equipment and parts thereof;
sound recorders and
reproducers, television ...
Iron and steel
72

322,786 480,003 -157,217
21,158 44,063 -22,905

13.6
14.1

12.6
6.5

0.9
9.9

1.9
7.6

18,295
14,673

20,538 -2,243
50,382 -35,709

12.4
0.3

17.2
6.0

9.6
11.9

3.7
10.2

9,665

11,574

18.3

7.8

7.3

2.3

-1,909

Source: ITC, MVIRDC WTC Mumbai In-house Analysis

Table 2: India's Trade Dynamics for Major Sectors where India has a Trade Surplus
Average Average Average
Exported Imported Trade Average
Y-o-Y
Y-o-Y
Y-o-Y
Y-o-Y
Value in Value in Balance Growth in Growth
HS
in
Growth
in
Growth
2019
2019 in 2019 Exports Imports Exports Importsin
Product Description
Code
(USD
(USD
(USD
(2009- (2009(2014(2014Million) Million) Million) 2014,
%) 2014, %) 2019, %) 2019, %)
87

30
62

61

17,188
Vehicles other than railway
or tramway rolling stock,
and parts and accessories
thereof
16,125
Pharmaceutical products
8,599
Articles of apparel and
clothing accessories, not
knitted or crocheted
7,909
Articles of apparel and
clothing accessories, knitted
or crocheted

5,402

11,786

22.0

13.4

4.0

2.8

2,307
654

13,818
7,945

19.0
9.0

9.2
35.7

7.0
-1.4

9.4
19.5

493

7,416

8.8

37.3

1.2

20.8

Source: ITC, MVIRDC WTC Mumbai In-house Analysis

M a c h i n e r y, m e c h a n i c a l
appliances, nuclear
reactors, boilers; par ts
thereof
India exported about USD 21
billion of machinery, mechanical
appliances and their parts in
2019, whereas it had a trade
deficit of USD 23 billion.
Turbojets of a thrust > 25 kN had
a share of about 15 per cent in
India’s exports of machinery
and mechanical appliances to
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the world in 2019. India
exported about USD 3 billion
worth of these products in 2019
and had a trade deficit of USD
223million in the same. It had a
trade surplus in other major
exported products such as
diesel or semi-diesel engines
and their parts; gears and
gearing for machinery; and
parts of valves and similar
articles for pipes, boiler shells,
tanks, vats etc.

However, it had a trade deficit of
about USD 8.5 billion in
products such as computers
and their processing units, parts
and accessories, and storage
units; machines and
mechanical appliances used for
miscellaneous purposes; and
machineries used in the
manufacturing of rubber,
plastics and their products.
India’s trade deficit in these
product categories constituted
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about 37 per cent of its trade
deficit in the machinery and
mechanical appliances sector.
Electrical machinery and
equipment and parts thereof;
sound recorders and
reproducers, television
image and sound recorders
and reproducers, and parts
and accessories of such
articles
India exported about USD 15
billion worth of electrical
machinery, equipments and
their parts in 2019. However, it
had a huge trade deficit of about
USD 36 billion. Mobile phones
constituted about 22 per cent of
India’s exports under the
electrical machinery and
equipments sector in 2019.
While India exported about USD
3.2 billion worth of these
products, it also had a trade
surplus of about USD 2.3 billion
in the same. India also had a
trade surplus in other major
exported products such as
static converters; parts used
with electric motors and
generators; electrodes of
graphite or other carbon for
electric furnaces, among others.
However, it ran a major trade
deficit of about USD 24 billion
in products such as telecommunication equipment;
parts used in telecom products;
electronic integrated circuits;
photosensitive semiconductor
devices; photovoltaic cells; and
television cameras, digital
cameras and video camera
recorders, among others. These
products constituted about 66
per cent of India’s total trade
deficit under the electric
machinery and equipments
sector.
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Organic chemicals
India exported about USD 18
billion worth of organic
chemicals in 2019 and had a
trade deficit of about USD 2
billion. It exported about USD
2.6 billion of P-Xylene to
the world in 2019, which
constituted about 14 per cent of
its organic chemicals exports,
and also had a trade surplus of
about USD 1.8 billion in the

Over the past few
years, the Indian
government has been
giving thrust to
manufacturing and
exporting from India
through programmes
such as ‘Make in
India’, ‘Phased
Manufacturing’ and
‘Atmanirbhar Bharat’.
The objective is to
reduce our importdependence and
catapult India into a
global manufacturing
and export hub.
same. It also had a trade surplus
in its other major exported
products such as miscellaneous separate chemically
defined organic compounds;
heterocyclic compounds with
nitrogen hetero-atoms only;
benzene; nucleic acids and their
salts; menthol; and aromatic
ethers and their halogenated,
sulphonated, nitrated or
nitrosated derivatives.

However, India had a trade
deficit of about USD 4.6 billion in
products such as styrene;
saturated acyclic hydrocarbons;
methanol "methyl alcohol";
terephthalic acid and its salts;
acetic acid; vinyl chloride
"chloroethylene"; esters of
acrylic acid; ethylene glycol
"ethanediol"; penicillins and their
derivatives; and toluene. These
products constituted about 206
per cent of the trade deficit
under the organic chemicals
sector.
Vehicles other than railway
or tramway rolling stock, and
parts and accessories
thereof
India exported about USD 17
billion worth of motor vehicles
and their parts in 2019, wherein
it had a trade surplus of about
USD 12 billion. Of India’s major
vehicle exports, India exported
about USD 12 billion worth of
motor cars and other passenger
vehicles; parts and accessories
for tractors and large motor
vehicles; motorcycles including
mopeds with engine of a
cylindercapacity upto 250 cm³;
tractors; and brakes and servobrakes and their parts for
tractors and motor vehicles in
2019. India had a trade surplus
of about USD 10 billion in these
products.
However, India had a trade
deficit of about USD 1.2 billion in
gear boxes, safety airbags with
inflator system, clutches, road
wheels, and their parts and
accessories used for tractors
and large motor vehicles;
bodies for motor cars and
other passenger vehicles;
motorcycles including mopeds
with engine of a cylinder
FORUM VIEWS - APRIL 2021

capacity greater than 800 cm³;
parts and accessories of
motorcycles including mopeds;
and fire fighting vehicles
(excluding vehicles for
transporting persons).
The Road Ahead
Over the past few years, the
Indian government has been
giving thrust to manufacturing
and exporting from India
through programmes such as
‘Make in India’, ‘Phased
Manufacturing’ and ‘Atmanirbhar Bharat’. The objective is
to reduce our importdependence and catapult India
into a global manufacturing and
export hub.
The Production Linked
Incentive scheme announced
last year is also a step in this
direction. The scheme which
includes sectors such as
Advance ChemistryCell (ACC)
battery; electronic/ technology
products; telecom and
networking products; white
goods (ACs and LED);
automobile and auto
components; pharmaceutical
drugs; textile products: MMF
segment and technical textiles;
and specialty steel, among
others, aims to make Indian
manufacturers globally
competitive, attract investment
in the areas of core competency
and cutting-edge technology,
ensure efficiencies, create
economies of scale, enhance
exports and make India an
integral part of the global supply
chain.
While through the scheme, the
government intends to
incentivize incremental sales
from products manufactured in
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domestic units and attract
foreign investments, it will also
create huge employment
opportunities and backward
integrationin the intermediate
and component manufacturing
MSME sector, thus bringing
all-round development.
Developing indigenous capacity
in the products identified
through our analysis above in
products where we have a
major trade surplus/deficit, as
also integrating with global
supply chains, can enhance
India’s growth momentum.
Correcting our inverted duty
structure in commodities where
import duties are higher on raw
materials than on finished
products can further fuel
growth.
Further, the government has
announced a National
Infrastructure Pipeline, and has
given a major thrust to
infrastructure development in
the Union Budget 2021.
Reforms in the infrastructure
sector will bring down our
logistics cost and make Indian
businesses globally cost and
time-competitive.
The international trade order
has changed significantly since
the global financial crisis of 2008
with more and more countries
turning inwards, and the
COVID-19 crisis has added
forces to the protectionist
wave. However, countries are
also looking at diversifying
their supply chains. Major
economies such as the US,
Australia and Japan, among
others, are recognizing India as
a significant partner in the IndoPacific region. Domestic
reforms and developing

strategic international
partnerships can propel India
into becoming a trading
powerhouse in the near future.
Rupa Naik, Senior Director, MVIRDC
World Trade Center Mumbai.
With In my 30+ years of professional
career with Trade organizations beginning
with AIMO (All India Manufacturers
Organization), AIAI (All India Association of
Industries) and presently with MVIRDC
World Trade Center Mumbai, I have
undertaken several roles in trade
promotion and trade facilitation. This
includes helping state and central
governments in policy formulation,
representing various issues confronting
development of trade to conceptualizing
trade programs and leading trade
delegations to countries across prominent
regions in Europe, Asia, and Asia Pacific,
Middle East, USA, Canada and Africa.
Have signed over 300 MoUs with
international industry associations,
government and trade promotion
organizations to accelerate international
trade by creating opportunities to
MSMEs.
WTC Mumbai is a member of World Trade
Centers Association based in New York
and has over 330 WTCs in neatly 100
countries. Instrumental in interacting with
WTCs to create trade channels for
MSMEs across the world and explore
global markets. In addition to this, led the
establishment of WTCs in Jaipur,
Bhubaneshwar and Goa. Have excellent
interaction with diplomats, overseas trade
agencies, ministries of trade and
commerce as well as Indian embassies
overseas. Some of the significant
programmes to facilitate above include
Global Economic Summits and World
Trade Expo held annually at the WTC
Mumbai. Women's Empowerment and
promoting their business locally, nationally
and globally is not a dream but my goal.
Today’s world is a digital world.
Understanding the importance of digital
communication, leading the social media
presence of WTC Mumbai on various
social media platforms including
Facebook, Twitter, LinkedIn and YouTube
for brand building and marketing.
I love meeting people, interacting with
them to encourage their commitment in
trade and supporting them in reaching out
to global markets and educating them
through seminars, workshops, training
programs, B2B meetings with
international trade delegations is my
continuous endeavour.
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CRYPTOCURRENCY
OUTLOOK - THE
ROAD AHEAD

C

CHAVI AHUJA
Co-Founder

PANAESHA
CAPITAL
The crypto market is
showing a bullish run
since the beginning of
2021. The digital assets
market cap currently
stands above 1.45
trillion and the apex
currency bullish rally
has played a major role
in it. With bitcoin
dominance reaching
above 60% - which
means that the apex
currency has captured
the majority of the
cryptocurrency market
with a market cap of
$898.68 billion at the
time of writing.
258

urrently, cryptocurrencies
like Bitcoin, Ethereum, and
others are talks of the town
for so many reasons. It has been
the topic of discussion since the
outbreak of COVID-19. However,
just from the beginning, 2021 is
shaping up as a momentous year
for cryptocurrencies as the total
market cap hurtles towards - 2
Trillion - triple its 2017 all-time high.
However, when talking about the
future of cryptocurrencies, it’s very
tough to come to any conclusion
for investors, traders, or even
expert professionals. Depending
on who you are going to ask about
the future of cryptocurrencies, you
will get different answers.
Optimists have a good reason to
look at its positive outlook.
However, some analysts seem
concerned about its future
because of many determining
factors like regulations and
government policies towards
bitcoin trading.
If you are curious about where the
market is moving, what is the
current scenario for the
cryptocurrency market, and what
will be the stand of the
government of India on
cryptocurrency trading, read
below to get a better understanding.
Cryptocurrency Current
Market Scenario
The crypto market is showing a
bullish run since the beginning of
2021. The digital assets market
cap currently stands above 1.45

trillion and the apex currency
bullish rally has played a major role
in it. With bitcoin dominance
reaching above 60% - which
means that the apex currency has
captured the majority of the
cryptocurrency market with a
market cap of $898.68 billion at
the time of writing.
It breached its 2017 record high of
$20,000 in November 2020 and
has shown a parabolic trajectory
ever since, settling well above
$50,000 at the time of writing.
However, the sudden growth in
the price of Bitcoin and other
cryptocurrencies is nothing new,
but this time it is different.
In 2017, people were not looking
at Bitcoin for long-term
investment. They were using it to
trade altcoin and to get into ICOs
to get profitable returns in a faster
turnaround time. However, this
time BTC has proved its value.
Now, retail as well as large
corporations are investing in
Bitcoin. It is no longer used for
trading as well as moving capital
into other crypto assets. Now, this
digital asset is being accumulated
for the long term.
The continuous hike in the
cryptocurrency price and the
market cap led to a series of
positive forecasts for 2021 and
beyond. For instance, the Citi
analysts have predicted that the
price of the apex currency will hit
up to $300,000 at the end of 2021.
Not only Citi, but JPMorgan has
FORUM VIEWS - APRIL 2021

also predicted that it will compete
with gold as an alternative means
for storing assets. However, the
biggest investment bank has not
given the exact number. Analyst
Mike McGlone from Bloomberg
has predicted that bitcoin will hit
$50K in 2021 which it already
achieved in the first half of 2021
and $170K for 1 BTC in 2022.
The best thing about this bullish
run is that bitcoin is not the only
digital asset that is surging this
year. Ethereum, the world’s
second-largest cryptocurrency
has also touched it's all-time high
since early 2018 and is trading at
$1640 at the time of writing.
Apart from Ethereum, Doge,
Polkadot, Cardano, Binance coin
are some other cryptocurrencies
that are performing well and
trading at a very good price.
Focusing on Regulations
Crypto scams have been one of
the major concerns of most
industry participants for a long
time. As cryptocurrency trading is
gaining popularity in 2021, leading
cryptocurrency exchanges like
Binance, Coinbase, PCEX
Member, etc are taking regulations
more seriously and giving more
emphasis on regulating
cryptocurrency as an investment
asset. This year we can expect a
lot more regulatory scrutiny from
regulators like the US Securities
and Exchange Commission (SEC)
and UK’s Financial Conduct
Authority (FCA) which are currently
working on cracking businesses
that are pretending or posing to be
licensed. In fact, India is also
planning to introduce Cryptocurrency and Regulation of Official
Digital Currency Bill, 2021 in the
coming parliamentary session.
As with the passing of time digital
assets and distributed ledger
technology are continuing to
mature, we can expect that it will
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develop a much better and clear
understanding of open-source
protocols for the regulators. With
more awareness, regulators like
SEC, RBI, and FCA will be able to
draft more suitable guidelines for
crypto trading and blockchain
technology.

As with the passing
of time digital
assets and
distributed ledger
technology are
continuing to
mature, we can
expect that it will
develop a much
better and clear
understanding of
open-source
protocols for the
regulators. With
more awareness,
regulators like SEC,
RBI, and FCA will
be able to draft
more suitable
guidelines for
crypto trading and
blockchain
technology.
Is Cryptocurrency Going to
Elope in the Future?
A lot of people in India are in a
dilemma whether cryptocurrencies like Bitcoin have a
future in India or not. There are a lot
of reasons behind it.

One of the reasons behind it is
because in 2017 the price of the
apex currency crashed shortly
after its legendary rally of the
winter. A lot of analysts and market
predictors believe that the sudden
drop in the bitcoin price has
happened because it was
facilitated by individual investors.
When the individuals cashed out,
B i t c o i n ’s p r i c e s u d d e n l y
plummeted.
But, this time Bitcoin is being
promoted and supported by
institutional investors as well. This
time some of the big giants of the
industry like Fidelity Investments,
JP Morgan, and PayPal have
taken steps into the crypto
market. Even Tesla owner Elon
Musk has invested $1.5 billion in
bitcoin this year. Fidelity has setup its own digital asset division, JP
Morgan has released its internal
digital token and PayPal will allow
its users to pay through their
digital wallets from next
year.India’s largest bank State
Bank of India (SBI) has also tied up
with JP Morgan to utilize the
blockchain technology for
reducing the time taken for
initializing the cross-border
payment as well as the transaction
cost.
These companies are not only
supporting digital currency but are
also investing in it. For instance,
large corporations like Square,
Microstrategy, and Galaxy Digital
Holdings are actually investing
millions of dollars worth of bitcoin.
This is potentially a good news for
those who want to invest in this
digital currency. Investment by
these industry giants is simply
showing that bitcoin is not going
anywhere.
What is the Stand of India?
There is a lot of speculation
that India is going to
ban cryptocurrency. Though
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cryptocurrency bill 2021 is going
to be proposed in the next
parliamentary session however no
such statement has been issued
so far by the finance ministry of
India.
In 2019, the draft bill was going
by the name of “Banning of
Cryptocurrency and Regulation of
O ff i c i a l D i g i t a l C u r re n c y ” .
However, this time there is no
mention of a ban in the bill name. It
is not mentioned even a single
time that cryptocurrency is going
to be banned in India. The 2019
bill proposed four major reasons
why to ban cryptocurrencies in
India i.e.
Ÿ National security
Ÿ Consumer protection
Ÿ Energy consumption
Ÿ Monetary policy
However, this time there will be a
regulation to help RBI create its
own CBDC (central bank digital
currency) if needed. Instead of
being in a state of panic, let’s look
at its positive aspect. It is a sign
that the government is accepting
the power of digital currencies
and has shown interest for a
CBDC. In fact, the government
should introduce the digital
version of INR as how other
developed countries like the
United States of America, China,
etc are trying for their own
currencies.
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There are many reasons to believe
that India is going to stand with
cryptocurrencies instead of
banning them. It may be possible
that we can see some regulations
related to crypto trading and how
crypto exchanges function.
In December 2020, the
government authority body CEIB
(Central Economic Intelligence
Bureau) put forward a proposal to
the Central Board of Indirect Taxes
& Customs (CBIC) suggesting that
the government should impose
18% GST on Bitcoin transactions.
By doing this, the government
could potentially receive Rs.7,200
crore revenue annually.
Apart from that, during the
COVID-19, the cryptocurrency
market has supported millions of
lives by offering them a new
source of income and business
opportunities.
By banning cryptocurrency, India
will not only prohibit its residents
to take advantage of the trilliondollar market but may experience
collateral damage in various other
ways.
Ÿ India would lose access to the
financial internet.
Ÿ Indian crypto founders or
investors would leave the
country.
Ÿ India would lose billions of
foreign investments.

Ÿ Tech companies like Tesla

would not be allowed in the
region
Ÿ India would leave behind many
developed and developing
countries.
So, instead of banning India
should work on finding a way to
regularize cryptocurrencies as
new investment assets.
Chavi Ahuja Co-founded Panaesha
Capital and PCEX Member in 2017.
PCEX Member, India’s first B2B
cryptocurrency trading platform was
introduced under Estonia-based
cryptocurrency exchange PCEX to give
entrepreneurs and individuals starting
their own financial business in the crypto
universe. Through its unique business
model, the exchange has about 250
trading members/franchisees and is able
to generate approximately $30M monthly
trading volume just after 6 months of
launch. The business has been
bootstrapped since inception by the
founding members.
A demonstrated technical entrepreneur
and crypto influencer, she has delivered
numerous products under her
supervision that helped even novice
investors or traders in making profitable
returns and providing them a seamless
crypto trading experience.
Her background as a business analyst is
crucial in driving Panaesha Capital’s
development in terms of expansion of
business, trading systems as well as its
members. She has attended Symbiosis
International University (SIU) and received
her master’s degree in business
analytics.
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HOW ECONOMIC POLICY SHAPED
THE 2020 AUTOMOBILE INDUSTRY
AND FUTURE OUTLOOK

T

SIMRAN UPPAL
Economist - Asia
Pacific | Corporate
Economics &
Strategic Issues

FORD MOTOR
COMPANY
The automobile
industry is
considered a key
driver of macroeconomic growth for
both developing and
developed countries.
The industry has
strong backward
linkages for steel,
metal products, auto
equipment, becoming
a vital source of
employment
generation in the
manufacturing sector.
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he automobile industry is
considered a key driver of
macro-economic growth for
both developing and developed
countries. The industry has strong
backward linkages for steel, metal
products and auto equipment,
b e c o m i n g a v i t a l s o u rc e o f
employment generation in the
manufacturing sector. In addition to
this, the multiplier effects for
government revenue, creation of
industrial clusters, R&D, innovation,
finance and insurance sector are
significant for healthy economic
growth. Given this, infrastructural and
specific fiscal interventions such as
the scrappage policy are essential
facilitators for continued expansion in
this sector.
In the eye of the COVID-19 pandemic,
South Korean domestic car sales
recorded a 4.8% y-o-y growth while
Australia saw a 13.7% contraction in
the domestic automobile market.
What explains the varied differences in
vehicle sales across similarly placed
markets? And, what are the key
drivers behind the faster than
expected recovery in vehicle sales?
We explore two key themes that drove
the pent-up demand in certain
countries.
Containment of the pandemic
Countries that have been able to
contain the pandemic in time saw a
stronger bounce in economic activity
than those that went through multiple,
elongated versions of social
distancing restrictions. In addition to
this, stimulus support from
governments helped cushion adverse
impact on income from job losses and
business closures. To accelerate the
post-lockdown consumption
spending, targeted measures such as
job benefit programs, tax relief
measures, mortgage holiday and

shopping coupons were rolled out, in
some cases extended, providing the
necessary liquidity flow-through. It has
been observed that nations that
placed key focus on job relief
programs and related austerity
measures were able to cushion the fall
in private consumption, preventing
long term scarring to the economy.
New Zealand and Australia are apt
examples of the same. The rebound in
consumer sentiment from successful
containment of the pandemic has
pushed recovery in discretionary
spending. The reduced volatility in
mobility and economic restrictions has
helped anchor both consumer and
business expectations. According to
Westpac Australia, consumers
continue to remain optimistic on the
year ahead outlook on the economy
and finances. Sub-components such
as time to buy a major household item
continues to see an uptick month over
month, edging closer to their long run
averages. This picture contrasts
sharply with the Philippines, where
economic activity continues to be
curtailed from mobility restrictions and
surveys continue to show that the
consumers are still spending larger
parts of their income and remittance
earnings towards necessities.
In addition to this, economies that
were highly dependent on tourism
have been more vulnerable, with
tourism restrictions translating into a
higher pull back in automobile
demand in contrast to manufacturing
and export-oriented economies such
as Vietnam that saw a softer blow. The
recovery trajectory for the nations in
the former category is expected to be
K-shaped- with certain sectors
recovering faster than those in
hospitality and allied services.
Accidental savings
While most experts expected pent-up
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demand to drive demand for durables
post lockdown, private consumption
recovery in developed economies
was stronger than expected.
With expenses on everyday activity
curtailed overnight, white collar
workers achieved higher levels of
disposable income during the
lockdown. Budget expenses that
were typically spent on movies,
international holidays and gym
memberships suddenly had no
takers. A report by Schroders details
how personal savings rate has hit an
all-time high at 33% in the United
States. With additional support from
federal aid, lower spending has
resulted in higher savings.
In addition to this, household savings
set aside for big ticket items such as
international holiday had to be
postponed. The lump sum amount
set aside has found alternate
spending avenues within the
domestic market supported by the
low interest rate environment. Real
estate, electronics, work from home
furniture, domestic tourism and
automobile are some of the segments
that are seeing that demand coming
through. It is interesting to note the
record luxury brand sales post
lockdown in China and South Korea.
Tiffany reported surge in demand by
about 30% in April and a massive
90% in May compared to same
months last year. Two-thirds of sales
from Chinese customers typically
happen outside the country, but with
limited foreign trips, it has found its
way into the luxury segment.
There are also psychological factors
attached to it; more commonly known
as revenge spending, where people,
usually mid to high income individuals,
reward themselves for enduring the
inconvenience associated with the
pandemic. The unusual consumption
pattern in face of the pandemic
combined with near to floor mortgage
rates and consumption tax benefit led
growth in the domestic automobile
industry for some nations came at a
time when automakers saw a steep
contraction in annual sales globally.
While we still await evidence on shift in
mobility behaviour from the pandemic
in the longer horizon, there are some
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pertinent themes that will be key to
shape the future.

Looking further into
the future, emergence
of autonomous
vehicles into the
shared mobility space
can unlock massive
capabilities. What if
your car could coexist as a taxi when
you are at work?
What if your car
could drive itself to
the parking, freeing
space on the roadside
parking?
Work from home
The pandemic-induced lockdown left
most companies with little choice but
to put their workforce on work from
h o m e m o d e . H o w e v e r, m o s t
companies soon realised the many
benefits that come with it, with tech
firms pioneering the post-pandemic
‘work from anywhere’ policies. Given
this, one might take the liberty to
conclude the evident demand decline
for private vehicles from lower vehicle
miles travelled. However, it is equally
imperative to recognise how
consumer’s expectations around
financial stability, economic outlook
and lately, health and hygiene shape
the purchase decision on durable
goods. A study by Deloitte in July
2020 provides some insights on how
consumers are re-thinking mobility.
Maintaining social distancing and
hygiene requirements has led many
consumers to consider vehicle
ownership with many indicating their
intent to limit public transportation
usage. Close to 74% Americans
surveyed felt more confident in the
hygiene standards of their own
v e h i c l e c o m p a re d t o s h a re d
transportation options. Further, an
analysis by Westpac on the Australian
credit card spending showed that fuel

spending is close to pre-covid levels in
many Australian states on preferences
of more staycations as WFH
continues amid lower mobility
restrictions.
While there is a large probability that
there would be irreversible
behavioural shifts on how people look
at their personal transportation
options, especially in terms of tech
adoption, this can possibly be a more
near to medium term impact
depending on the share of white collar
workers in each economy and
availability, reliability of public
transportation
Electric Vehicle
One of the early announcements from
Joe Biden’s office was on their
commitment to achieve net zero
emissions for the economy by 2050.
With an accelerated spending of close
to $2 trillion, the government is
prioritizing sustainable and equitable
future to its citizens. To achieve this,
massive investment is in line for
expansion in electric grids, clean
energy technology, zero-emission
public health transportation system
and for reduction in raw material costs
such as battery and renewable
hydrogen. A recent study by Deloitte
projects electric vehicles (EV) to
account for 32% of new car sales in
2030 with battery electric vehicles
(BEVs) to significantly outperform plug
in hybrid vehicles (PHEVs).
Improving air quality, mitigating risks
from climate change and public health
risks are key priorities for
governments globally. The Green New
Deal in South Korea, phasing out
sales of petrol and diesel vehicles in
the UK by 2030 and the closer to
home Switch Delhi campaign to make
the city EV capital of India are some of
the recent initiatives towards the
electrification goal. Given that the shift
towards EVs will require nudge though
government policy intervention in
terms of infrastructure and charging
stations, the uptake will be skewed
across regions. Projections from a
Deloitte study on EVs shows that
China and Europe are expected to
hold considerable share in EV sales
with the former projected to account
for close to half of global EV market by
2030.
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Shared Mobility
While tech driven EV penetration can
partially help cut CO2 emissions, it is
imperative to note that the goal is not
necessarily a higher vehicle
ownership rate. The goal is essentially
to make mobility convenient for
people by solving problems related to
last mile connectivity, congestion,
accessibility and cost.

on-street parking space by 58% to
83% depending on customer’s
waiting time preference.

By simply sharing the cost of trip,
consumers can reduce their carbon
footprint while at the same time
economizing their travel expenses.
Integrated and
personalised access
to transport for
customers
Multiple transport
option to suit
customer needs
for journeys

Services owned
and operated by
multiple providers
Seamless planning,
booing and payment
with a single customer
interface

Source: ITS, Australia

Technology will play a key role in
providing a seamless experience
through a central mobility ecosystem.
Ticketing, monetization and
conveyance data integrationcan add
significant value to both consumer
and business welfare through rise in
Mobility As A Service (MaaS)
platforms. Travellers can have realtime information to make decisions
before or during their trip bringing
reliability to the system.
Looking further into the future,
emergence of autonomous vehicles
into the shared mobility space can
unlock massive capabilities. What if
your car couldco-exist as a taxi when
you are at work? What if your car
could drive itself to the parking,
freeing space on the roadside
parking? A paper by Dia and
Javanshour estimates that shared AV
have the ability of reducing required
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While there is substantial evidence
that technology driven shifts in the
mobility domain can provide benefits
ranging from higher customer
convenience, economization to lower
carbon footprint, these need to be
balanced with the risks to privacy that
a data driven world presents.
In addition to this, the unprecedented
pandemic has also exaggerated
structural risks that were present in
the economies. To cushion the
impact, central banks globally have
provided the necessary liquidity push
by lowering the policy rate creating an
asset price boom. In order to fuel their
asset investments and in some cases
their reduced incomes, households
have taken advantage of the low
mortgage rate environment and loan
availability increasing the household
debt to unsustainable levels.
Government debt levels are also at
record high, with debt to GDP ratio
projected to reach over 50% in some
countries by 2025.
At the crux of it, current fiscal policy is
aimed at allocating resources to the
most impacted sectors to fill cracks
within those sectors which are losing
ground. For stability in the medium
term, however, it will be imperative to
note that the gap remains sealed as
we slowly withdraw liquidity support
and subsidies.
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LEADERSHIP AND GOVERNANCE,
A DESIROUS MIX FOR
EVERY COMPANY!

CS DIVIJA DAVE
Founder

DIVIJA DAVE &
ASSOCIATES
The real
mechanism for
Corporate
Governance is the
active involvement
of OWNERS.
- Louis Gerstner

C

orporate Governance and
Corporate Management are
two sides of the same coin. It
w o u l d b e v e r y d i ff i c u l t f o r
organizations to survive for long
without each other. Though the two
terms ‘Corporate Governance’ and
‘Corporate Management’ are
standalone distinct terms, carrying
two different set of meanings, yet
their co-existence in the system will
always encourage robust changes
that every organization would desire
to have.
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“It would be appropriate to
highlight that not only the
Corporate Management, but also
investors and stakeholders at
large are calling on senior
management team and Boards
to focus in Environmental,
Social and Governance (ESG)
concerns. For many
organizations, governance
remain a less discussed area of
vulnerability. Yet, it must now be
realized that in the wake of global
pandemic and especially in
the post pandemic scenario,
Corporate Management would
play a very crucial role in guiding
organizations to the new normal
and probably this is where the coexistence of Leadership and
Governance would prove to
be the most successful
combination, if implemented
consciously. Indian corporates
need to benchmark themselves
to global principles of corporate
governance of OECD, GRI and
others to become a potent force
in doing business globally.” says Mr. Sonal Verma, Partner &
Global Leader, Markets and
Strategy at Dhir & Dhir
Associates & Solicitors.
In the new era of transparency, the
Board and Senior Management are
required to work together to improve
Company’s performance in the face
of shifts in the regulatory landscape
as well as the Company’s needs.
Certainly, the regulatory framework
or compliance mechanism so to say
have a very deep impact on
Company’s performance and overall
brand reputation, however, intangible
factors like value creation for
stakeholders, impact of streamlined
processes, effective communication

channels, ethical organizational
culture and more cannot be ignored.
The impact of the said intangible
factors are way higher than we could
ever foresee. It is important to note
that, good Corporate Governance in
the changing business environment
will always serve as a powerful tool of
sustain ability. The post pandemic
scenarios have compelled Boards to
adopt e-governance voluntarily
which brings in more transparency
and reduces oppression and
mismanagement in business.
Debate over the role of Company
Boards invariably intensifies when
terms like negligence, over optimistic
or ill-informed boards comes in the
limelight. These terms may prove to
be a nightmare for any organization
at the time of dealing crisis. The main
question on governance standards
of the Company is raised where
boards are accused of not
maintaining proper checks and
balances on day- to-day business
operations and strategies. Exactly
this is the point where the role of
Corporate Management or the Board
as we say requires a forward-looking
vision, not just to shape themselves
but the Company and its
stakeholders in the long-run. There
should be a conscious effort by
management include agenda of
promoting the culture of ethics &
integrity from top to bottom, active
stakeholder engagement,
community management, creating
open channels of communication to
voice concerns, fill the unnecessary
hierarchical gaps, active involvement
in revisiting and developing strategies
and more. A bit of a tweaking in the
existing structures and thinking with
an entrepreneurial spirit would give
desired results to organizations
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in bench marking their governance
practices for the long-term sustain
ability.
It would be relevant to state facts
from the survey conducted by Grant
Thornton in association with
Confederation of Indian Industry (CII)
- ‘Corporate Governance Practices
Review 2019’. As per the survey,
95% of the respondents affirm that
good corporate governance
practices help organizations achieve
better operational and financial
results. 93% respondents have
identified culture as an important
catalyst for implementing strong
corporate governance. Also, 75%
respondents would like to see
mandatory corporate governance
practices extended to unlisted
companies. These facts give us the
faith that corporate are rethinking
governance with new perspectives.
Yet, simultaneously it is extremely
critical to understand the fact that the
term ‘Corporate Governance’ is well
known and prevalent in Indian Listed
Companies due to the Legal
mandate. When we use the term
‘Progressive Governance’, it is vital
to take into account the status of
governance practices in SMEs,
MSMEs, Unlisted Public
Companies, Start Ups and Small
Companies. A culture needs to be
developed wherein a proper hand
holding to companies other than
listed will have to be given to ensure a
long-term sustain ability. Moreover, a
guidance before and at the time of
inception would create an
everlasting impact on practices that
companies will take forward. This will
go a long way in ushering a culture of
growing with governance from
inception and add value to the
valuation of the unlisted companies
especially start-ups.
Let us understand by answering few
questions to better understand how
Corporate Management and
Corporate Governance can move
along together:
a. What are some important traits of
Board and Leadership essential for
creating good corporate governance
in organizations?
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Though the two
terms ‘Corporate
Governance’ and
‘Corporate
Management’ are
standalone distinct
terms, carrying two
different set of
meanings, yet their
co-existence in the
system will always
encourage robust
changes that every
organization would
desire to have.
i.

Independence and
Performance
In order to drive the long-term
strategic vision of the Company
and oversee Company
operations, a Board with an
independent thinking is a must.
Many boards do not understand
the concept of having right
balance, which in turn affects
the overall growth of the
Company. Most effective boards
have right balance of
independent directors who act
as custodians of governance
and able to supervise company,
management and independent
committees for the benefit of all
stakeholders. Independence of
Independent Directors is the key
concern that every organization
should consider as a severe
issue and only the right balance
of the Board can help
organizations grow the robust
governance mechanism. In
addition to this, the problem of
“over-boarding” should also be a
concern, where directors hold
too many seats on the boards of
other listed companies or nonprofit organizations.

ii. Diversity
Another major element of
ensuring a good corporate
governance is having diversity
on Board. Having Directors from
different backgrounds with
requisite skill sets, experience,
expertise makes effective
Boards and facilitate better
decision making. Therefore, as a
principle, companies must
understand that diversity by
gender, age, qualification,
minority representation should
be their key concern and
also the same principle can
extend to Senior Management
representing a mix of various
directors in the boardroom.
Interestingly, due to mandate by
Companies Act, 2013 and SEBI
mandate, as on March 31, 2020,
17% of Independent Women
Directors represent on India Inc.
Boardrooms based on analyses
of Nifty 500 companies.
However as per reports on
April 1, 2020, from top 1000
listed companies by market
capitalization, 125 listed
companies missed the
compliance deadline to appoint
1 Independent Women Director
as per the SEBI mandate despite
of no dearth of aspiring
Independent Women Directors
in the country.
iii. R o b u s t a n d E f f e c t i v e
Controls
When we talk about having
robust and effective controls in
place, it is vital to understand
that all the policies, procedures
and processes should be
structured. COVID outbreak has
taught all of us to keep our
houses in order and therefore, in
order to be prepared for the
worst, companies must now
think to strategize everything in
an efficient manner and startups should focus on the same
since its inception.
iv. Stakeholder Engagement
With the passage of time and
l e s s o n s l e a r n t f ro m t h e
pandemic, individuals as well as
corporates have started realizing
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the value of their stakeholders
and that they cannot operate in
isolation. It is important to realize
for organizations to constantly
engage with their stakeholders
whether internal or external and
the best way of constant
engagement is ‘Communication’. Communication at
each level is extremely vital in
order to create a culture of
voicing out concerns especially
in the lower level where people
are hesitant to speak about what
hassles they are going through.
b. How can companies desire to
build a forward-looking Board and
Leadership?
It is important to understand that in
addition to having complied with the
fiduciary responsibilities identified by
law, it is equally important for the
Board to have vision and forwardlooking approach. Here are few
pointers that can help companies
form a Board with solid foundation,
right knowledge and commitment:
i. Roll back the future to access
top board members
As a matter of fact, often board
vacancies are filled under
pressure. There is no thought
through procedure for appointing
right person at the right place. No
proper analysis is being done as
to understand which types of
skills and expertise are lacking in
the Board. Therefore, it is
extremely crucial for an incoming
Chairman to imagine what his
Board should look like and to
accomplish the same what are
the exact requirements the
Company should look at. This
practice usually gives company a
comfort as well as long term
vision to form the right board and
display the right governance.
ii. Define Board’s role clearly
The familiar roles of a wellfunctioning board such as setting
strategy, monitoring risks,
planning the succession, and
weighing in on the talent
pipeline—are easy to list. But in
practice, things are never simple.
It should be noted that unless the
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Board roles are clearly defined, a
clear relationship between the
management and the board can
never be established.

e n g a g e m e n t o n s t r a t e g y,
investments, risk and performance
management, HR and culture,
governance, and external reporting.

iii. Get the Board to work harder
and rethink the governance
structures
Board and senior management
are appointed in order to keep the
Company operations and
businesses in shape. This
certainly requires skills and mind
set to generate creative ideas to
keep up the pace however, have
we ever thought that do board
members only deserve to sit in AC
rooms and strategize their
thinking or some amount of flied
work could also lead to an
exceptional growth. Boards
seeking to play a constructive,
forward-looking role must have
real knowledge of their
companies’ operations, markets,
and competitors. One big
international industrial company
we know requires all its board
members to travel with
salespeople on customer visits at
some point each year.

According to Mckinsey, five actions
can help boards to further company’s
purpose, environmental, social and
governance journey:
i. Build an authentic purpose
narrative with management
ii. Own purpose in Board Practices
iii. Assess purpose commitments,
ensuring management sets clear
and measurable goals, actions,
and accountability
iv. Reinforce purpose lens in core
board decisions
v. Drive organizational accountability for purpose through
management evaluations and
reporting

c. What is the role of Leadership in
embedding corporate purpose and
good governance?
Multiple forces have increased
attention on stakeholder capitalism,
and most boards have not sufficiently
grappled with the significant
implications for their organizations.
How boards approach purpose and
ESG differs based on regional
regulations and norms, but a growing
group of business leaders recognize
that attention to all stakeholders is
essential to protecting their
companies’ interests. Companies
oriented to the long term outperform
short-term companies, given the
material impact purpose and ESG
can have on companies’ long-term
performance, ensuring these
commitments are ingrained within
the organization and fall within the
board’s mandate. Board directors
can serve as thought partners to the
management team in developing a
purpose narrative and embedding it
in the organization. Purpose can
become a guiding lens for board

Divija Dave, Founder at Divija Dave &
Associates, is a Practicing Company
Secretary and MBA in the field of Finance,
having expertise in areas related to
Corporate Secretarial, Board Governance,
POSH, CSR and Ethics. She is a certified
professional in the space of Compliance &
Ethics, CSR and Women Directorship.
As a governance consultant, she has been
proficient in sensitizing companies to think
beyond compliance and help them
understand the essence of ‘best practices’
t o s t re n g t h e n t h e i r g o v e r n a n c e
mechanisms. She has also been helping
organizations to create a safe and inclusive
wor k place en viro nment for the ir
stakeholders.
As one of her major initiatives ‘Move
Beyond Compliance - Let’s Talk Corporate
Governance’, she has taken a step
forward to address and bring into the
limelight critical issues of Corporate
Governance with Industry Experts in the
form of short fireside conversation.
‘POSH-SHALA’ is another dedicated
initiative taken by her with an aim to compel
organizations to ‘Rethink’ their existing
POSH programs in the New Normal and
move from mere ‘POSH Compliance’ to
‘POSH Governance’.
She has co-authored a research paper on
‘HR Managers as Ethical Managers’ and
presented the paper at International
Conference on ‘HR in Search of an Identity’
in 2018 organized by IBS, ICFAI Business
School, Mumbai. As an eminent speaker,
she has been actively sharing her thoughts
on various platforms on various occasions.
Visit: www.ddacs.in
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THE ACTUAL SIZE OF INDIAN CAPITAL MARKETS BEYOND
MISLEADING TRADING TURNOVER NUMBERS

W

e have all heard of the lakhs of crores of
Rupees worth of trading turnover that
happens in the Indian capital
markets every day, creating the illusion
that the markets are massive. However, this post
explains why they are not, and why looking at trading
turnover to determine the market size is highly
flawed.
Trading turnover
The most straightforward definition of turnover = Qty
X Price.
100 shares of Reliance bought at Rs 2000 = Rs 2lks
of turnover.

realise that talking about absolute turnover as a
brokerage firm is misleading.
An uncle of mine saw a news article that said that
Zerodha does Rs 10,000 crores of turnover per day
and asked me - “Your revenue should be at least 1%
of Rs 10,000 crores, or Rs 100 crores per day which
is Rs 25,000 crores per year?” This was when we
were quite small, with annual revenue of less than Rs
25 crores.
This was when we started talking about our
turnovers only in terms of the number of trades per
day, a better way to measure the size of a business
that works on a flat fee per trade model.

In the case of derivatives (F&O), quantity is the
number of lots x lot size.

Total trading turnover on Indian exchanges
Here is the trading turnover on NSE on 15th Jan
2021

5 lots of Nifty futures sold at 14000 = 5 x 75(lot size) x
14000 = Rs 52.5 lks.

Equity: ~Rs 75000 crores

The total sum of values of all trades on the
exchanges is the total trading turnover, which by the
way, is a very very large number. This number gets
tracked widely to measure trading activity on the
exchanges.
From the time we started Zerodha in 2010, I have
always been asked, “what is your trading turnover?”.
The primary objective of this question is usually to
estimate the size of our business. I was always
forthright about this, until an incident that made us
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As on Jan 15, 2021 16.00 IST
Traded Volume
(Shares in lakh)
46352.17

Traded Value
(Rs. crores)
75,312.15

F&O: ~ Rs 23,00,000crores (notional options
turnover) or ~Rs 3,20,000 crores (premium options
turnover). I have explained further in the post the
difference between notional and premium turnover
for options.
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Figure 277: Share of client participation in Equity
Derivatives (Notional Turnover) at NSE (%)
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Yeah, that is a whopping Rs 25,00,000 croresper
day (25 Lakh Crore rupees) across all exchanges.
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For an exchange, a buy and sell side together
constitute one trade, so the trading volume declared
considers a buy-sell pair as one trade. But for a
brokerage firm, every trade is turnover. So, if you
summed up the trading turnover of Individual
brokers across India, the turnover will show up twice
of what the exchange is declaring.
There have been multiple times in the past where this
turnover number has been compared with India’s
GDP. The story typically is a version of, “India’s GDP
for FY 19/20 was approximately $3trillion or Rs 210
lakh crores”. Just ten days’ trading turnover on all
exchanges would be almost Rs 250 lakh crores,
higher than India’s GDP. This type of comparison is
ridiculous and misleading as I explain below.
Gross domestic product (GDP) is a monetary
measure of the market value of all the final goods and
services produced in a specific time period.
When estimating the market’s size, a good starting
point is by looking at the contribution to turnover by
various types of participants and the retail
participation.
Participant wise trading turnover contribution
Check this data below from NSE Market pulse, a
monthly review published by NSE. This is from the
Jan 2021 issue.
Figure 276: Share of client participation in
Capital Market at NSE (%)
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Figure 277: Share of client participation in Equity
Derivatives (Premium Turnover) at NSE (%)
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Note: DII: Domestic institutional Investors, Fii: Foreign Institutional Investors, Prop
traders: Proprietary Traders, Individual Investors: Individual domestic Investors,
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QFIs, VC Funds, NBFC, etc. FY21 considers daa till December’20.

This year’s interesting development has been the
increase in retail contribution to turnover by around
20% in equity and about 10% in derivatives,
possibly resulting from COVID caused work-fromhome. But, as you can see, the retail contribution is
still less than 50% for equity and only around 30%
for derivatives or F&O. This trend of increase in retail
participation is not just an Indian phenomenon, but a
global one.
Size of Indian capital markets - Retail
As of Jan 2021, CDSL has 2.89 crores, and NSDL
has 2.08 crores demat accounts. That is a total of
around five crore non-unique demat accounts. For
example, I personally have over a dozen demat
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accounts opened in the last 20 years; most of them
now inactive.
A better way to track the size of the market is by
looking at the NSE’s active client data. As of Jan
2021, according to NSE, around 1.6 crore or 16
million customers had traded once a year last year
(last 12 months). This again is not a unique count, so
if a customer had traded with two brokers, it would
show up twice. By the way, this number has almost
doubled from two years ago thanks to markets
performing well in this period.
Zerodha today is the largest retail brokerage in India
by all measures of trading activity. Extrapolating our
active client data, we believe that the current size of
retail in India (unique customers) is:
Yearly active: 1.2 crores to 1.3 crores
Monthly active: 70lks to 80lks
Daily active: 30lks to 40lks
Is shallow retail participation an opportunity?
If you look at the above active retail participation
numbers, the yearly active customers are just ~1%
of India’s population. This if you would compare to
developed markets, is ~ 20%. The first reaction from
most is that there lies a huge opportunity, but here is
something that you need to know.
I had shared this on Twitter last year. People who can
invest or trade in the markets need to have money to
trade or invest. There were only 5.78 crore people
who filed income tax returns last year. Out of that,
75% earned less than Rs 5L/year. While there still
exists a substantial parallel economy where income
isn’t declared, it is difficult for such money to flow into
capital markets. This parallel economy may be one
reason for India’s very expensive real estate market
and what spurs the massive demand for gold.
With this data in mind, if you looked at the target
market size, it would seem like it has to be a subset
of 5.78 crores. At 1.3 crores active investors, that is
an almost ~20% penetration of the realistically
addressable market and not ~1%. The real problem
for our country is to enable the significant majority of
the population to be able to earn more.
Intraday equity & active F&O traders
Coming back to turnovers, any conversation on this
topic has to first start by talking about intraday equity
and active F&O traders. They contribute the majority
of turnover on the exchanges.
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One of my favourite questions to ask people who are
just starting to invest is - “What do you think is the
turnover contribution of equity delivery trades?”
Most people think that the stock market is the
business of buying stocks, holding it for a while and
selling. Many don’t realise that only a small portion of
turnover comes from equity delivery trades and that
the majority comes from intraday equity and F&O.
While the majority of people around you are investors
who buy and hold stocks, a small community of
intraday and F&O traders contribute most of the
turnover on the markets.
Again, extrapolating from our client base, we believe
this community is not more than 10lks in size at any
given time. This community is typically buying and
selling frequently, sometimes many times during the
day, providing liquidity and reducing impact cost for
investors. They also execute arbitrage trades to
ensure there aren’t any price inefficiencies. The
liquidity they provide reduces the volatility in the
markets significantly. This community is made up of
retail traders, prop shops (brokers who trade only for
themselves), hedge funds, high frequency trading
firms, institutions looking to hedge/arbitrage etc.
While everyone in the capital markets from
exchanges to brokerage firms loves this community,
it is extremely tough to grow this market, especially
the active retail traders. This is because profiting
from active trading is extremely difficult. It has almost
the same odds of building a sustainable and
profitable business -meagre. Most active traders
stop trading within three years if they are not
profitable.
Leverage is the reason why we see high
turnover
The main reason why the much smaller active
community of traders can generate the majority of
turnover is leverage. Leverage gives the ability to buy
or sell for much more than the money in hand. For
example, to buy Rs 1L of Reliance equity delivery,
you’d need Rs 1L with you. But to trade Rs 1L of
Reliance intraday, you’d need only about Rs 10,000
in your trading account, or need 10% margin, or
trade with 10x leverage. For most stocks, brokers
offer intraday leverage of at least 5x. With leverage,
the per trade value goes up exponentially.
Until Oct 2020, brokerage firms were giving upto 100
times intraday leverage. SEBI brought in the peak
margin regulation capping this to reduce risks of
high leverages. As per this regulation the maximum
leverage for trading stocks starting Sep 2021 will be
only 5x and as you’d imagine, this might reduce
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trading turnovers if there is no growth in the number
of traders.
Brokerage firms offer intraday leverage because this
results in higher value and the number of trades,
which means higher revenue for the firm. Traders
love leverage because the higher the value of the
trade, potentially higher profits. However, most
forget that it is a double-edged sword that can lose
money fast as well. When a brokerage firm offers
leverage, the firm’s risk goes up as well as there is a
potential of the customer losing more than what is
available in the trading account. This risk is generally
lower for intraday leverage trades as positions can
be forcibly closed by the brokerage firm if there are
losses, unlike overnight leveraged trades that can’t
be risk-managed after market hours. This is the
reason why brokerage firms have historically given
higher leverage for intraday trades.
As you would have seen in the first two images, most
trading volumes on the exchanges are due to futures
and options (F&O). And within F&O, index derivatives
contribute over 70% of the turnover. In F&O,
leverage is an inherent part of the product. For
example to buy 1 lot of Nifty futures (75 Nifty) at say
14000 or 10.5L of Nifty, you’d have to put up only
around 15% or 1.6L as margin. In case of options
this leverage goes off whack for an option buyer. For
example, instead of Nifty futures, if you bought Nifty
14000 call options, you might need to put in just Rs
100 per Nifty call or Rs 100 x 75 = Rs 7500 per lot
instead of the margin of Rs 1.6L in case of futures to
get an exposure of Rs 10.5L worth of Nifty. Or
essentially you get exposure to a contract worth Rs
10.5L with just Rs 7500.
In case of options, this Rs 10.5L is the notional or
contract turnover, and Rs 7500 is the premium
turnover. Looking at the premium turnover is the
more appropriate, as premium is the money that
actually gets traded. Exchanges declare turnover
both as notional and premium (check image 2). As
you’d imagine, most people like to quote the flawed
notional turnover to create sensationalism. Rs 21L
crores of notional turnover on Jan 15th 2021 = Rs
20k crores of premium turnover. Or premium
turnover = 1% of notional turnover.
So, all F&O inherently has leverage, and almost all
brokers have been giving additional intraday
leverages. This again as explained earlier in the
peak margin regime will have to stop before Sep
2021.
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Trading turnover in Indian capital markets
Below is a guesstimate based on the data we have
analysed in Jan 2021. Trading turnovers change
significantly based on market volatility, and hence
the range mentioned below is broad.

One of my favourite questions to
ask people who are just starting to
invest is - “What do you think is the
turnover contribution of equity
delivery trades?” Most people think
that the stock market is the business
of buying stocks, holding it for a
while and selling.
Equity delivery
Approximately Rs 10,000 to Rs 20,000 crores per
day.
Intraday equity
While the absolute turnover is around Rs 50,000 to
Rs 70,000 crores per day, we need to consider
leverage. Considering that on an average intraday
trader gets at least seven times leverage, the actual
money that gets transacted will be less than 15% of
turnover. So turnover in terms of the value of actual
margins (money used per trade) traded is between
Rs 7500 to Rs 12,500 crores per day.
Futures
Like intraday equity, while the absolute turnover is in
Rs 1L to Rs 1.5L crores range per day, all futures
come with leverage. So the right way again to maybe
look at this turnover is not the contract turnover but
how much money or margin was used. Also, brokers
have been offering additional intraday leverage over
on top of what futures already have - so assuming
15% margin on average, between Rs 15,000 crores
to Rs 22,500 crores per day.
Options
As I explained earlier, the correct way to look at
option turnover is to look at premium turnover. The
industry hasn’t really been giving any additional
intraday leverages on option premium, so between
Rs 15,000 crores to Rs 25,000 crores per day in
turnover.
If you add up all of the above, between Rs 50,000
crores to Rs 100,000 crores per day. So, Rs 1L crore
and not the Rs 20L crore per day that usually gets
reported.
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But wait, isn’t Rs 1 lakh crores per day still
ridiculous?
In the exchange business, a turnover of Rs 1L crore
is actually quite normal. As I mentioned earlier, the
majority of trading volumes come from the smaller
group of very active intraday and F&O traders. These
traders constantly enter and exit trades seeking for
small moves in the price of the underlying. For
example, with a few lakh Rupees in their accounts,
some traders generate crores worth of turnover by
trading many times intraday using leverage.
Market size by revenue pool
A better way to estimate the size of the Indian capital
markets is by looking at the revenue pool and not
trading turnover. There are 400+ retail and
institutional brokers in India doing clientele business.
Another 1000+ brokers who trade for themselves.
The estimated revenue pool from all of them put
together is not more than Rs 30,000 crores for FY
2019/20. For the same FY, the three exchanges
together had combined revenue of less than Rs
5000 crore and the depositories NSDL and CDSL
together had revenue of less than Rs 500 crores. So
my guess is that the revenue pool of the entire capital
market industry would be lesser than Rs 50,000
crores in FY 19/20. If you had to compare for the
same period, revenue of Reliance Industries was Rs
6.59L crores, and Infosys was Rs 94,000 crores; 14
times and 2 times more respectively compared to
the entire capital markets industry. Charles Schwab,
the largest brokerage firm in the US single-handedly
had $10billion or Rs 75,000 crore in revenue.

So, the size of this revenue pool, and not the inflated
lakhs of crores of daily turnover numbers, is the
better way to estimate the size of the capital market
industry in India. The markets will expand as the
country’s economy grows and people move up
income brackets.
The only real use of tracking trading turnover is
determining the change in our capital markets’
trading activity. For example, this graph below
shows that the trading turnover has gone up almost
4 times in the last 10 years, and nearly 60% in 2020,
indicating participation in Indian capital markets has
gone up at a similar rate.

Phew! That was a long one. Hope you find this
useful

Nithin is an avid trader in the Indian capital markets for over a decade. He along with his brother Nikhil founded Zerodha in 2010. India’s
first discount brokerage, widely credited as being a disruptive force in the Indian broking industry became the No.1 brokerage firm in the
country by active clients & turnover as per the January data released by NSE. Zerodha contributes more than 10% of the daily exchange
turnover, serving 10+ lakh clients.
With Zerodha, he has worked relentlessly to solve the woes individual Indian investors face. Zerodha was the first Indian broker to offer
invest- ments completely free of charge. Zerodha lever- ages technology to offer innovative trading & in- vesting solutions that appeal to
a wider audience in a bid to reach sections of the populace not cur- rently participating in the capital markets.
In addition, he has been working on creating an ecosystem for spurring innovation in the fi- nancial technology industry in India. He has
founded Rainmatter, an R&D fintech incubator and fund that has invested in several fintech startups.
He also launched a “Broking as a service” platform, where Zerodha’s entire bro- kerage and its technology platforms are avail- able on
the cloud for developers and startups to build their own platforms, the first of its kind in the world.
He recently got featured as a successful entrepreneur in Forbes India’s ‘Tycoons of tomorrow’ list for 2018 along with his brother Nikhil.
He won the prestigious ET 40 Under Forty, 2018. In 2014, he won the CII “Emerging Entrepreneur of the year” award. In its annual
business review, the Economic Times featured Kamath as one of the 10 Indian businessmen to watch out for in 2016, who will be most
influential in their re- spective industries. Zerodha has also won ET Startup Award of the Year (Bootstrap) 2016 and most recently, He
was adjusted as one of the achiever in finance sector at BW 40 un- der 40 in 2017.
Outside of work, he enjoys spending time with his family, playing the guitar, poker, running, football and basket- ball, and swimming.
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ROLE OF ARTIFICIAL INTELLIGENCE (AI) IN
CAPITAL MARKETS

A

rtificial intelligence (AI) is the
most significant technology of
the 21st century. Taking
everything into account, without
precedent for ongoing history, we've
noticed a host of initiatives, strategies,
and actions by dozens of
governments around the world with very different goals and
approaches.Any company active
today has to agree with artificial
intelligence. AIs can replace existing
business models, and they can be
integrated into countless companyinternal processes: marketing,
production, accounting, sales,
controlling, administration, personnel
management, etc.By the way, this is
often the first driver of applied artificial
intelligence: maximize profits and
reduce costs.
AI powered Finance
Businesses have found countless
ways to use the facility of AI - and
almost all of them boil down to
automating a task, and eliminating the
need for human intervention to
complete it. However, while ordinary
automation just follows a set of
human predefined rules, Artificial
Intelligence (AI) retains more
information about the program/tasks
it has completed and act out human
thinking to make consequent
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decisions without any human
involvement.

The global artificial intelligence in the
BFSI market is expected to reach
$248billion by 2026, registering a
CAGR of 38.0% from 2019-2026. In
major finance industries, AI has
become a core adaption of every
single business and is expected to
change the overall scenario of
services they are offerings. The
Financial service market has
surrounded by an AI-based solution
for countless traditional banking
problems like increased capital
demand. As an example, insurance
companies are refining risk models to
take care of customer loyalty and
satisfaction, with the assistance of
advanced AI technological platforms.

Practical customer experience by
automating the backend process to
decrease human error, with the
assistance of AI, is projected to drive
the progress of the AI in the BFSI
market. In addition, Robo-Advisors
and Chatbots for financial products
and smart wallets are somefactors
that fuel the market growth.
Furthermore, risk mitigation, fraud
detection, back-end office works with
thousands of individuals processing
customer requests are improved with
the assistance of AI-enabled
technologies likeMachine learning,
C h a b o t ’s , a n d o t h e r s u c h
technologies, which boosts the
expansion of the market. But, higher
cost for implementation of AI
technologies, a rise in security
concerns, and inadequacy of trust
while issuing customer data is
predicted to restrain the market
growth. New entrants like FinTech
with advanced features within the
market, new initiatives in government
regulations, and existing traditional
banking system provides lucrative
occasions for artificial intelligence in
BFSI market growth.
AI in finance and intellectual
computing will notably transform their
organizational structures. The
adoption of AI in finance isn’t to
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interchange workers, but to assist
them to perform their jobs better. This
may impact every job within the
financial service sector also.
AI will change the financial industry on
a far larger scale than what web or
spreadsheets did a couple of
decades ago. Workers within the
financial service sector will leverage
machines to reinforce customer
experience and augment decisionmaking. This may invariably cause the
creation of the latest opportunities
and jobs. Wealth Advisors and
Relationship managers are taking the
assistance of cognitive technologies
to succeed in new levels of
responsiveness and expertise. It’ll
e n a b l e t h e m t o re w o r k c l i e n t
engagement and loyalty, drive
operational excellence across capital
markets, augment decision-making,
insurance,banking,and assets
management, and many more.
Choosing virtual agents over digital
channels that are empowered by
cognitive computing can help
financial organizations see meaningful
transactions in convoluted areas like
brokerage and mortgages. Using
rational computing, the financial
industry can now report fraud and risk
management more professionally and
e x c e l l e n t l y. F o r w a r d - t h i n k i n g
predictive analytics and integrating
external and internal data is enabling
the discovery of fraud and emphasize
proactive prevention. Operations and
IT cost are the two parts where much
of the financial industry struggle, in
terms of both efficiency and certainty.
Productivity gains are in demand and
always given a considerable amount
of spending from these areas.
Rational computing is a new way of
containing costs with exceptional
optimization options which arelikely
through automation and cognitive
tooling.
According to a recent report by the
World Economic Forum, Artificial
Intelligence has the potential to
democratize access to capital across
the worldwide economy by unlocking
greater safety, efficiency, and
performance in capital markets.
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The rise of AI is predicted to assist
create specialized digital tools that will
rapidly transform the deal-making
value chain by automating deal
matching and investor matching
processes and refining the accuracy
of financial models.AI can also help
create new capital and risk
management functions that will
function as key differentiators within
the industry.

The global artificial
intelligence in the BFSI
market is expected to
reach $248billion by
2026, registering a
CAGR of 38.0% from
2019-2026. In major
finance industries, AI
has become a core
adaption of every single
business and is
expected to change the
overall scenario of
services they are
offerings.
In crux, in the capital markets industry,
AI influences to:
• Arrange advanced capital and risk
management solutions by
leveraging AI-powered solution
• Expand investment performance
through contextual, smarter, AIdriven insights
• Streamline the deal-making
process using automation and
predictive analytics
There are three key long-term drivers
of change in the capital markets:
monetary policy, regulation, and
technology. Both monetary and
regulatory policies have reached an
inflection point. While technology
never went away, for the last 10 years,
‘innovation’ has been a muted word in
wholesale finance, but that’s
changing. It’s time for technology to
drive financial innovation again.

Whilst Artificial Intelligence has been
about since the 1950s, modern
machine learning and its practical
application is new. Enlarged
digitization of all information and
therefore the flexible availability of
calculating are new. Having the ability
to automatically generate powerful
p re d i c t i v e m o d e l s f ro m h i g h
dimensional unstructured data is new.
The enterprise architecture to
industrialize this technology is new.
Rather than backup exotic pricing
models and derivatives trading, this
point technology will reshape core
business activities by transforming
deciding and analysis. Some sales
and trading activities are going to be
fully automated. It’ll be possible to
serve more customers and manage
more risk, more effectively. Distribution
and intermediation will scale beyond
the bounds of the ‘firm-desk-broker’
hierarchy with decision-making less
hooked into the intuition of the
individual broker or salesperson.
Machine learning can help the
organization generate knowledge and
information irregularities that will
create massive value for themselves
and customers. We will still need
skilled humans to think creatively and
strategically. Customers will want to
speak to trusted advisors. The
partnership between people and
technology will change dramatically,
except for the foreseeable future it’ll
still be a partnership. The
organizations which will find the
proper balance between people and
AI are going to be the winners in the
emerging innovation cycle.
Vineet Bhatnagar is CEO Phillip India &
UAE and also manages business affairs
of other PhillipCapital group companies
in India. He has more than 25 years of
professional experience in Banking,
Financial services and Technology. This
vast experience has allowed him to get an
in-depth understanding of various listed
and OTC markets such as equities, fixed
income, currencies and commodities. He
often appears on national TV’s financial
channels as market expert, where he is
asked for his opinion on current events,
financial market trend.
He is also an active participant in
numerous domestic, global conferences
and delivers presentations on financial
markets.
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AYUSH
AGGARWAL
CIO (Chief Investment Officer)
SMC PRIVATE WEALTH
ALL THAT YOU WANTED TO KNOW ABOUT
INVESTMENT IN EQUITY MARKET
Stock market is at record peak.
Should we continue investing?
Yes, market is in an upswing mode
with economy showing signs of
recovery. Successful launch of
COVID vaccine has ensured that the
worst is behind us as the world takes
a step closer to normalcy. Low
interest rates ensure that loans now
can be availed at lower rates. Strong
results achieved by Indian corporates
in Q3 of the current financial year
p o i n t t o w a rd s a n i m p ro v i n g
economy. Emergence of India as
favoured destination for FIIs and an
alternative to China gives a boost to
India’s economy as well as equity
markets at large.
However, valuations clearly back the
richer side and a gush of liquidity flow
from FIIs has taken markets to
unprecedented highs making
valuations expensive. Considering all
the scenarios, investors would do
well to invest in equities as per their
long-term asset allocation and
control their urge of over investment.
Has there been any change in
your investment strategy post
COVID-19 pandemic?
We have shifted our focus to sectors
like IT, Capital Goods etc. which have
gathered strength during the global
pandemic while moving away from
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those that have been severely hit like
tourism, hotels, airlines etc.
We have also increased our exposure
towards companies that have
withstood the crisis and have
become stronger because of their
able leadership, increased market
share and robust financial health.
Are you a growth or a value
Investor?
Growth and value investing are two
different styles of investing that have
their own merits, and both seek to
fulfil the common goal of maximizing
the value of investment for the
investors. Growth stocks offer strong
earnings growth while value stocks
appear to be undervalued in the
marketplace.
However, I believe that both styles
complement each other. Hence, I
prefer a combination of growth and
value investing together which allows
us to gain throughout economic
cycles, smoothing any returns over
time. Therefore, I follow both the
approaches accordingly.
What are the basic metrics you
look at while evaluating any
bu s i n e s s f ro m i nv e s t m e n t
perspective?
Although there are multiple metrics

we consider before investing in any
company. Some of the important
ones include • Quality of the top management
• Corporate Governance
• Growth Trajectory of company/
Industry
• Solvency Ratios
• Earning track record of the
company
• Valuations of the company
When do you sell a stock? How do
you decide that the time has come
to get out of the stock?
There are different reasons that
influence my decision to sell a stock.
Some of them are:
• If I do not see any incremental
growth in the company or the
sector itself.
• Valuation of the stock becomes
expensive and it seems difficult
that the stock price will sustain.
• Fundamentals of the company
have deteriorated and it seems
that it may not improve in medium
to long term.
• The medium to long term outlook
of the company given by the
management is below our
expectation.
• Any other better investment
opportunity available in the
market.
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What do you think is your USP
over others as a Portfolio
Manager?
As a Portfolio Manager I am always
aware to the market scenario which
keeps me in a good stead to take proactive decisions. I am always calm
and collected and never react hastily
to volatile market situations. I also give
ample thought to risk management
for arresting the downside of portfolio
returns.
Can you share an example when
you anticipated a crisis and
averted a potential loss?
Yes, I can. We had invested in shares
of a reputed movie theatre company
but as the businesses around the
world suffered under the impact of
global pandemic, I had a strong
feeling that we would have a tough
time if we do not sell the shares of that
company. As expected, all the public
places were soon closed and we were
saved from the loss as the share price
of the company plummeted over 50%
in a short period.
Who is your role model in
investing?
Though I do not believe in role models
as I genuinely think that one should
have a knack of identifying different
stocks based on his own experience,
yet I am an ardent admirer and have
certainly borrowed many investing
lessons from Warren Buffett’s style off
investing. Mr. Ashok Aggarwal,
Chairman – Globe Capital Market Ltd.
has also helped me in sharpening my
investing skill. I believe the knack and
acumen of investing which I have
developed has been the result of his
constant guidance and advice.
How do you keep yourself abreast
with the latest market trends?
I am an avid reader and diligently go
through reputed financial
newspapers like Mint, Economic
Times, Business Line etc. I also watch
leading business news channels with
great interest as well as interviews of
the leading fund managers of the
country. I also attend economic
forums as well as industry related
seminars. This is how I keep myself
abreast with the latest happenings in
the market.
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To p 3 b o o k s y o u w o u l d
recommend for our readers.
The Intelligent Investor, Coffee Can
Investing, Super Investors – Lessons
from the World’s Greatest Investors
are some of the books I would
recommend to anyone who wishes to
make a career as an investor.

Growth and value
investing are two
different styles of
investing that have
their own merits, and
both seek to fulfil the
common goal of
maximizing the value
of investment for the
investors. Growth
stocks offer strong
earnings growth while
value stocks appear to
be undervalued in the
marketplace.
One advice you would like to give
to younger generation who have
just started investing.
Though there are multiple points one
should keep in mind, I would like to
stress on identifying the right
companies that you can hold for at
least 5 to 10 years without worrying
about the volatility in their respective
share price in the short term if their
fundamentals remain intact.

Disclaimer: This document is for the
personal information of the authorized
recipient and doesn't construe to be any
investment, legal or taxation advice to you.
It is only for private circulation and use. The
document is based upon information that
we consider reliable, but we do not
represent that it is accurate or complete,
and it should not be relied upon as such.
No action is solicited on the basis of the
contents of the document. The document
should not be reproduced or redistributed
to any other person(s) in any form without
prior written permission of the SMC. The

contents of this material are general and
are neither comprehensive nor inclusive.
Neither SMC nor any of its affiliates,
associates, representatives, directors or
employees shall be responsible for any loss
or damage that may arise to any person
due to any action taken on the basis of this
document. It does not constitute personal
recommendations or take into account the
particular investment objectives, financial
situations or needs of an individual client or
a corporate/s or any entity/s. All
investments involve risk and past
performance doesn't guarantee future
results. The value of, and income from
investments may vary because of the
changes in the macro and micro factors
given at a certain period of time. The
person should use his/her own judgment
while taking investment decisions. Please
note that we and our affiliates, officers,
directors, and employees, including
persons involved in the preparation or
issuance if this material;(a) from time to
time, may have long or short positions in,
and buy or sell the securities thereof, of
company (ies) mentioned here in or (b) be
engaged in any other transaction involving
such securities and earn brokerage or
other compensation or act as a market
maker in the financial instruments of the
company (ies) discussed herein or may
perform or seek to perform investment
banking services for such company(ies) or
act as advisor or lender/borrower to such
company(ies) or © may have any other
potential conflict of interest with respect to
any recommendation and related
information and opinions. All disputes shall
be subject to the exclusive jurisdiction of
Delhi High court.
SEBI Registration No. INP000006703
Dated 30th April 2019.

Ayush Aggarwal, CIO (Chief Investment
Officer) - SMC Private wealth, Director SMC Real Estate Advisors Private
Limited, Director - Moneywise Finvest
Limited. He is a young dynamic business
leader. He is an MBA (PGP-FMB) from SP
Jain Institute of Management and
Research, Mumbai, and a graduate from
Delhi University. He has a great
understanding and an in-depth
knowledge of financial Market. He is the
CIO (Chief Investment Officer) of SMC
Private wealth Vertical at SMC Global
Securities ltd. managing and handling
portfolio management activities. He has
an excellent understanding of the various
Macro & Micro factors driving the
economy and financial markets. He has a
knack of Identifying high growth potential
as well as fundamentally strong
companies. HNI clients at SMC have
benefitted significantly from his practical
and pragmatic views.
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MADHAVI
ARORA
Lead Economist
EMKAY GLOBAL INSTITUTIONAL
EQUITIES
GLOBAL MARKETS: CAN EQUITIES BEAR
RISING YIELDS?
DM/US Bond yields may have further steam to
go up…
The new year has been pretty sound for global asset
classes, with equities making new all-time highs and
markets associated with reflation trade
(commodities up, bonds(sell-off) and corporate
spreads down) also performing well. Both the US
and German bond yields are flirting with multi-month
highs, with UST 10-yr yield now above 1.50% -- up
~60bps since CY21 beginning, with the yield curve
steepening well. The US yields would likely move up
further, led by pent up demand catch up, resumed
normalization, and more importantly, upcoming
massive fiscal support and UST supply. The anomaly
of significant wedge between bond yields and
inflation forwards/US ISM--both of which typically
bear a close relationship with USTs--implies there
may be further fuel in the yield’s uptick. However,
some fear that further uptick in yields could pose
problems for the broader market, given elevated
valuation multiples. We think otherwise.
but it may not derail the bull run in DM equities
(as yet!)
While lower yields helped equities post Covid crisis,
equities may not necessarily de-rate if yields go up.
Just ahead of the crisis, 10-yr US yield was close to
2%, and equity market was pretty happy against that
backdrop. We argue even as equities’ absolute
valuations may look to not offer a fair risk premia
currently, it’s the relative valuation that matters more
for equities. On relative basis the US earnings yield
spreads is still some 70-80bps above its long-run
278

average relative to real bond yields. Thus, we think
equities will be comfortably able to absorb further
uptick of upto 2% in 10-yr US yield, amid reflation
trade and early taper fears.Our study of upcycles of
bond yields (50bp+) in the past 10 years showed that
equities were up almost 100% of those upcycles,
except for the Covid period. We highlight that EM
fortunes were somewhat mixed on those occasions,
especially if that involved a stronger USD
Thus, the supporting factors in favor of equities are
(1) predominantly positive stock prices—bond yields
correlation, (2) post-recession positive correlation
between P/Es and EPS momentum (thus if this year
shows a clear acceleration in earnings, then equity
valuations could be supported), and (3) still-elevated
HH financial savings which could re-route into
equities.
The underlying reasons for yield uptick are
more important than the level of yields
The move in US/DM yields since summer 2020 is
technically not large when the global economy is
lifting. Our assessment of the last two recession
cycles shows an increase in US 10Y rates of at least
100bp from their recession lows is typical just before
or just after the recession ends. Thus, by the
standards of an expansion, neither the direction nor
the magnitude of yield increases is odd. In fact, the
anomaly of significant wedge between bond yields
and inflation forwards/US ISM - both of which
typically bear a close relationship with USTs - implies
there may be further fuel in the yield uptick.
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However, there should not be too much ado about
pace of uptick in yields as long as the reasons behind
that are right. We believe that 1) current yield
momentum is owing to cyclical economic
acceleration and optimism led by the steepening of
yield curve; 2) the tamed exit strategy of DM central
banks imply that they tread more cautiously on
communication and action amid a nascent recovery,
having learnt from their policy mistakes in the past; 3)
Fed’s tolerance of higher inflation (Average Inflation
Targeting regime) will imply that 2%+ core inflation
overshoots may be ignored if it is seen as transient.
The Fed may be willing to tolerate ample liquidity and
a potential for overheating. Further, a gradual exit
process will also protect the Fed’s own balances
sheet against potential losses. We expect DM
balance sheet to grow another 15% in CY21 after
50% in CY20.

The supporting factors in
favor of equities are (1)
predominantly positive stock
prices - bond yields
correlation, (2) post-recession
positive correlation between
P/Es and EPS momentum (thus
if this year shows a clear
acceleration in earnings, then
equity valuations could be
supported), and (3) stillelevated HH financial savings
which could re-route into
equities.

indicators were still pointing to an expansionary
cycle. Meanwhile, during the 2018 rate hike cycle by
the Fed, it was not the 3%+ bond yields that hurt
equities, but the increasing economic uncertainty
amid US-China trade tensions, which dragged
equities down and eventually were caught up by
yields directionally.
Yield uptick may be capped eventually if
inflation does not sustain
While we reckon the aggregate growth picture has
elements of current reflation trade, its sustainability is
important to ensure that financial conditions do not
tighten faster than needed.We note that US inflation
break-evens have rallied to pre-crisis levels even
while realized (core) inflation has yet to turn decisively
higher (Exhibit 18).
We think that the limits to realized inflation due to
economic slack will rein in the Fed, cap bond yields
and prevent the chain reaction across apparent
expensive markets that most investors fear. We
reckon long-term implications of Covid could curtail
global price pressures for long. Inflation volatility,
normalization of deflationary shock or unfavorable
base effects should not be confused with inflation
sustainability on a trend basis. The ingredients for
underlying demand dynamics are still missing even
as global growth makes a solid rebound. The
incompleteness of the recovery is evident in labor
market slack, low and falling productivity and
persisted negative output and thus a patient central
bank and lower underlying price pressure remain the
dominant themes.
Exhibit 1: The co-movement of equities and
yields have been starkingly positive in two
decades
Since 23rd
Mar 20
Average
Median

Daily Markets performance
Bond yields Up
Bond yields Down Since 2000
S&P 500
S&P 500
0.66
(0.25) Average
0.56
(0.06) Median

Daily Markets performance
Bond yields Up

Bond yields Down

S&P 500

S&P 500
0.38

(0.30)

0.25

(0.11)

Source: Bloomberg, Emkay Research

Past cycles depict yield uptick a function of
policy stance and underlying economic
rationale
We take cycles of 1994 Fed hike cycle, 2013 Taper
Tantrum and 2018 Fed hike cycle to illustrate the
importance of policy standpoints and underlying
reasons for yields hike and equities behavior. The
1994 Fed exit-accident was owing to unprepared
market of Fed’s aggressiveness and such disrupted
template is unlikely to be repeated by the Fed. In
2013, Equities absorbed the tantrum cycle well,
admittedly with some hiccups, as most macro
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Exhibit 2: Most risk assets have seen positive
correlation with early uptick in yields cycle; EM
less robust though
100.0

% of times asset classes yielded positive returns with 50bp or more uptick in
UST 10Y in a short period of time

80.0
60.0
40.0
20.0
0.0
S&P 500

Brent Oil
MSCI EM CRB metal
DXY
EMFX
% of times positive
% of times positive, ex recessions

Gold

Source: Bloomberg, Emkay Research
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US 10yr breakeven Inflation (%)
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S&P 12m fwd earnings yield %

9.5
8.5
7.5
6.5

1994

3.5

2.5

10.5
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4.0

Exhibit 5: US equities market looks overvalued
on an absolute level

1990

Exhibit 3: and UST yields may have more steam
to go up given the wide gap with breakeven
rates.

0.5
Mean +1 SD

Mean +2 SD

Mean -1 SD

Mean -2 SD

Source: Bloomberg, Emkay Research

US 10Yr Yield (%, RHS)

Source: Bloomberg, Emkay Research

Exhibit 4: albeit led by early cycle economic
momentum
4.0

62

3.5

59

Exhibit 6: but earnings spread comfortably
above its long-term average and can absorb
further uptick in bond yields
Earnings yield spread

10.0
8.0

56

3.0

53

2.5
2.0
1.5

4.0

47

2.0

44

1.0

6.0

50

0.0

US Mfg ISM (Index, RHS)

Source: Bloomberg, Emkay Research

Our study of upcycles of bond
yields (50bp+) in the past 10 years
showed that equities were up
almost 100% of those upcycles,
except for the Covid period. We
highlight that EM fortunes were
somewhat mixed on those
occasions, especially if that involved
a stronger USD.
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S&P 500 Earnings yield (%,12m fwd)
Earnings Spread (%)
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(2.0)
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Real Bond Yield (%)
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Source: Bloomberg, Emkay Research
Note: The paper is written as on end February 2021 and data
pertains to the said date.
Madhavi Arora is the Lead Economist at Emkay Global
Institutional Equities desk. She spearheads the Macro research
for India and major developed and emerging nations, focusing
on policy arena, FX and rates and asset allocation strategies.
She has over 1 years of rich experience as a macro economist
with reputed banks and brokerages, namely, Kotak,
J.P.Morgan and Edelweiss. She also played a pivotal role during
formulation of the 11th Five-year plan with the Planning
Commission and shared space with eminent economists and
policymakers. She is regularly featured in domestic and
international print and television media for her markets and
macro views. She has also been ranked as the top India
growthforecaster Economist and one of the top three women
economists in India by Bloomberg.
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THE SECURITIES SERVICES ADVISORY GROUP (TSSAG)
India Perspectives, Viraj
Kulkarni, India
In the new normal
India’s Benchmark Index BSE
Sensex crossed the magical
50,000, just as assets under
Custody breached the $ 1.7 trillion
and India’s market capitalisation
crossed $ 2.7 trillion. FPI and FDI
inflows witnessed continuous rise,
in value terms as well as number of
investors. Investor accounts at the
two depositories NSDL and CDSL
cumulated at an over 40 million
accounts, with CSDL emerging as
the new leader wrt number of
investor accounts. Spikes in
volumes have tested the resilience
of the Infrastructure, Exchanges
and Intermediaries, with
occasional hiccups. Technology
prowess for one, enabled such a
rapid upscaling.
This whilst SEBI introduced
stricter norms especially regarding
upfront Margin payment (at time of
purchase/ sale). The budget of
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2021 did not have any unpleasant
surprises, while announcing
incentives to promote the growth
of the Infrastructure segment!
All of the above and more as the
WORLD worked from home over
the last 12 months!
The drivers of the significant
inflows(local/cross border)
were:
1. I n c r e a s e d d i g i t i s a t i o n
facilitated by Regulators,
Industry and Client
requirements
2. Effective management of
COVID scenario along with
kickstart of economic initiative
3. Improved global ranking in
ease of doing business- 63rd
4. Enabling FPI Category I from
Mauritius
5. Enabling FPI Category I from
Emirates
6. The launch of VCC system by
Singapore reduced the cost of
entry
7. Increased inflows through
Cyprus

8. Increased liquidity flows from
other markets into Capital
markets
9. E m e r g e n c e o f I P O s
accompanied by significant
interest by investors
10. Government’s announcement
of disinvestment plans
11. Developments of IFSC at GIFT
City gets a thrust with the
setting up of IFSC Authority
12. Increased visibility through online Conferences, Webinars
etc
Digitisation assumed importance
especially regarding market
access, tax, account opening,
enabling Corporate Actions , esp
Proxy Voting. The question is:
will these changes become
permanent, or is it back to old
undesirable practice, after some
time? Industry together with
Regulators should endeavour to
ensure permanency of the new
enabling best practices to reduce
costs and improve efficiency.
FORUM VIEWS - APRIL 2021

Focus also has been about
assisting Custodian Clients and
their end clients to adapt to the
new normal. Transformation and
disruptions are the new consistencies, while Standard-isation will
get disrupted. However, these
come at a cost, as these primarily
are market specific, driven by
strong drive for automation and
the use of disruptive Fintech.
A new breed of investors(with
strong play in Quant and Algos)
have emerged, as have new
products and asset class. Change
management, including talent
and HR is uniquely requiring
investment. Investment in new
technologies will vie with
investments in excellence in core
segments. Sales and Ops will
together have to understand the
different needs of clients and
ensure an alignment with the
client’s objectives.
Increase in liquidity in capital
markets is also an outcome of a
significant number of first-time
investors invested in the Capital
markets, with little or no
knowledge of the markets.
Increased Capital market literacy
initiatives, especially in the case of
new investors will improve their
understanding and cut down risk.
Financial Literacy and Capital
Markets literacy in India has a
significant opportunity to grow
from its present levels.
There have been liquidity inflows
from other segments and markets.
Such inflows at best can be
deemed to be short term
investments with a horizon of 2-3
years. These have potential risks
of faster outflows as newer and
more attractive opportunities
emerge in other turfs. Focus
should be to improve the
attractiveness of the market - a lot
needs to be done.
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Development of the Bond market
through digitisation to provide
liquidity opportunities and
alternatives will be beneficial.

online communication and the
proliferation of choice of channels,
have significantly helped the ability
to keep in visual communication, it
has impacted investor mobility
and decision making. It has not
stopped but simply changed in its
behaviour.

A new breed of
investors(with strong
play in Quant and
Algos) have emerged,
as have new products
and asset class.
Change management,
including talent and
HR is uniquely
requiring investment.
Investment in new
technologies will vie
with investments in
excellence in core
segments. Sales and
Ops will together have
to understand the
different needs of
clients and ensure an
alignment with the
client’s objectives.

In the early days of the pandemic,
investors were assessing the
impact and trying to predict a time
for recovery – this in turn created a
move from those industries that
are beneficial business growers
(online merchants, services
supporting online merchants such
as logistics and financial services)
versus those that are business
losers (Airlines, Hotels and
Entertainment). As the Pandemic
developed and it became clearer
that an end date cannot be
assumed, industries that are
intricately connected with
Government Support measures
have had incremental investor
boosts. Government sponsored
i n f r a s t r u c t u re d e v e l o p m e n t
(helping construction companies)
and the many support packages
have been created and introduced
to support industries and workers
during the downturn.

COVID has been an enabler of
opportunities, market innovation
and digitisation. Meantime
Regulators will continue to ensure
an orderly maintenance of
the markets, while remaining
unaffected by the methodology of
tech applications.

Some countries have introduced
several new initiatives to create
jobs and support new start
companies. Many countries offer
job incentive schemes, retraining
opportunities tax breaks and
funding for business research in
promising new areas such as
technology and bio-chemistry.

Capital market inflows in
South East Asia: Roger
Harrold, Singapore
Capital Market Inflows in South
East Asia have also been
impacted by the Pandemic which
has seen, like in many other
market’s countries, borders
closing to all international travel.
Although the emergence of

Critical to the recovery will be
widespread vaccination to reenable international mobility. This
will help large swaths of the
national economy (hotels,
transport, and entertainment)
but also encourage greater
investment and M&A into
capital intensive projects and
initiatives.
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The ability to meet companies and
physically see assets and
undertake due diligence, to meet
business owners and pioneers
face to face, to interact with
key government officials and
understand policy will all provide
a catalyst to substantial
investment.
International travel will allow those
entrepreneurs that were funded
and support through government
programs during the pandemic to
monetize investments and / or
seek new capital injection.
Recruitment Dynamics on a
Global Stage, Paul Chapman,
UK
Whilst the oft-quote proverb ‘may
you live in interesting times’ is
usually attributed to the Chinese; it
actually has English origins - the
nearest Chinese translation being
‘better to be a dog in times of
tranquillity than a human in times
of chaos’. Whatever its genesis,
and whether your proclivity is more
towards the canine than the
human, it has never been as
relevant as currently, in that we
remain in the midst of a pandemic
which has touched every part of
the world to some extent. The final
cost, in both human and financial
terms, will be vast, and its impact
will reverberate down multiple
generations to some degree.
Whilst most of the issues caused
have negative connotations, there
have been some positives, not
least that the forced requirement
to Work from Home (WFH) has
given a turbo-boost to the
adoption and usage of
technology, primarily through the
use of video conferencing such as
the ubiquitous Zoom but also its
sisters Skype, Webex, Bluejeans,
Whatsapp etc. The resilience of
the global internet system has
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been both astounding and
reassuring, confounding the
doom-sayers who suggested that
a global internet meltdown was
‘only hours away’ back in March
April of 2020.
From an employee / employer /
recruitment perspective, there
have actually been multiple
benefits:
WFH has eased the requirement
for subterfuge when attending
interviews, which can now be
achieved by the click of a button
and the allocation of anonymous
hours in a calendar as opposed to
multiple, underhand ‘doctor’s
visits’.
As employees don’t need to be
physically in their office they can
work from literally anywhere Barbados even has a 12 month
‘Welcome Stamp Visa’ allowing
people to work remotely in order to
offset loss of revenue from
tourism. On a more serious and
hopefully permanent note, people
with physical disabilities who had
previously been barred from the
workplace by virtue of their inability
to commute now find themselves
in demand.
Onboarding processing has
improved to the point that many
employees have been
interviewed, accepted, joined and
have spent several months being
productive in senior roles without
having ever physically met their
colleagues or managers. This
challenge to this, of course, is that
it is very difficult to gain a sense of a
firm’s culture via a laptop screen,
and we have seen several
instances where employees
haven’t integrated to the extent
that they would otherwise have
d o n e i n a m o re p h y s i c a l
environment and have left their
new employer after a short period.

From more generic technology
perspective, positions that did not
exist a decade ago now account
for an increasing proportion of
all jobs. Roles such as data
analysts, AI and machine learning
specialists, designers, and people
who work in innovation roles now
account for around one in five
financial services jobs globally, but
this proportion is expected to
increase to almost one in three by
2024.
Speaking more generally, a recent
survey found that 60% of fintechs
said that attracting suitable talent
was their biggest challenge, more
than raising equity capital or
driving customer adoption.
In summary, technology has
continued to be a facilitator,
disinter mediator and enhancer of
roles, a trend which will only
continue in the years to come.
Improving margins through
Data, API, Collaborations,
Consolidations - Mark Kerns,
UK and South Africa
The financial optics of the
securities services business have
been under pressure for some
years and this is well documented.
This will continue in 2021 and we
expect to see providers looking to
improve margins through data,
API and broader technology
related services that enhance
decision making and operating
efficiency for clients and internally.
Additionally, services that support
the overall requirements of a client
including integrated execution and
custody and, notably, crypto
currencies and broader digital
asset classes will gain further
momentum given a rise in
institutional demand and clarity in
regulation. The agenda demands
an increased level of collaboration
and partnering and selected
consolidation where firms are
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sub scale and acquisitions bring
new capability, geographical
reach, technology solutions and
economies of scale to acquiring
firms. Working from home
practices will continue post the
current crisis and we expect
deeper reviews of operating
models supporting client
engagement and business
efficiency.
Investor behavioural
patterns - Jim Harris, Canada

With only a single news item for
the last eighteen months, it’s not
surprising that we are looking for
some relief with some good news,
but it’s in short supply. One area
that has caught investors attention
is the impact of E.S.G. Link these
with withdrawal from Climate
Treaties, Floods, Hurricanes etc.,
with the rise of Climate Action
groups, increased social media
and we have a growing need for
sustainable, responsible and
ethical investment.
Green Funds aren’t new. The
change here is driving non-green
firms to reposition Shareholders
as ‘rightsholders’ with increased
ESG reporting being developed
and delivered. The pressure is
evident, clean up or lose
investment. To crank that up
pressure groups like CERES and
Corporate Knights issue surveys
on firms following the ESG
guidelines and by default naming
and shaming those noncompliant. The journey from
rightholders to the Boardroom has
been shortened with Proxy Voting
taking an increasingly important
role. In a pincer movement, Fund
owners are also adding to the mix
with pressure on invested
Companies to change before they
update their portfolios.
In terms of legislation around the
reporting and the benchmarking
therein, there are a plethora of
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these. That said, not enough of
these are joined up at Country
levels, as lobbyists try to ensure
that enough grey exists to cloud
the issue. A true global standard
would definitely help the current
situation and that can only be a
matter of time as the U.S. reenters the real world.

We are seeing
economic data that
indicates there will
need to be
increases in
various countries'
Government debt
raising. Where will
this lead
investment on the
institutional side ?
This obviously
depends on a
country's ability to
look more
attractive in
fighting Covid-19.
The challenge against ESG has
always been that economies will
suffer, jobs will be lost and the
costs outweigh the benefits.
Sounds like a pandemic. During
the last year we’ve seen chart after
chart and quite a few pictures
highlight the reduced level of
pollution, smog and CO2 in the
atmosphere. The real challenge is
getting the economies back to
‘normal’ without the previous
detritus.

Perhaps we may have something
to thank Covid-19 for after all?
Working from home and its
challenges and benefits in UK
and Europe - Paul D. Hedges,
UK
Whilst it has been a must to
continue to keep global and local
economies moving, working from
home has and continues to be a
significant challenge for many. In
the UK & Europe, businesses
and staff in many industries
have physically been away
from their offices since April
2020. Technology has superbly
supported this virtual environment, seen new skills and
competencies develop, made
people connect more perhaps
than normal, but at what cost ?
Firms have largely outsourced
their responsibilities for real estate
management, employee safety at
work requirements, IT support,
energy costs, property wear and
tear and staff mental and physical
wellbeing. Who is compensating
the property owners ? Granted,
many firms have provided
equipment, occasional "treats",
but what about the impact on
mental health and families ? Never
before have families been forced
to spend so much time together,
or locked out of a kitchen, dining
room, study or garden shed. We
all say we want to spend more
time with family, but that's when
it's our choice, when we can set
the amount of time. In the UK,
home schooling has seen a
massive impact on families overall.
The upside is parenting has had to
up it's game and spend quality
and engaged time with children.
Google meets/classroom has
played a massive part in keeping
the future leaders of business and
economies educated and
connected. Teachers have seen
the pressure front on. None of
them were trained in universities to
FORUM VIEWS - APRIL 2021

deliver this type of learning under
these type of pressures. Those
that can attend these lessons,
have had different experiences.
Learning has taken on wide
ranging variation. Seeing inside
your fellow classmates' and
teachers' homes through the
video has opened up
imaginations. Children learning
how to use the platforms has
brought intrigue and humour that
would not have come in the
classroom. This works for those
that have parents that are or can
be engaged. A large number don't
or can't home school. Conflicts
with their own jobs, or lack of
equipment or interest, has seen a
growing number of children left to
Play-stations and X Boxes.
What has this all to do with
investment and investors ? Well,
whilst we have seen fast food
franchises with enormous queues
at drive throughs, increased online shopping, home improvement
works growing, increased sales of
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"slouch-wear", other areas are in
decline. Large retail outlets closing
down. The travel and tourism
industry sinking. The food and
beverage industry drowning.
Sales of business and formal
clothing being impacted seriously
by people not "going out". What
about the carbon foot-print of
Covid-19? Fewer airplanes, but
more white vans delivering
the on-line shopping and food
takeaways. Governments are
trying to provide some stimulus,
but it's not one size to fit all. We
have seen the UK provide funding
for large firms to help retain staff,
but it was a short term offer. Some
firms used the monies wisely,
others kept it for the wrong
reasons, and others were more
magnanimous and gave it back to
the Treasury.
We are seeing economic data that
indicates there will need to be
increases in various countries'
Government debt raising. Where
will this lead investment on the

institutional side ? This obviously
depends on a country's ability to
look more attractive in fighting
Covid-19.

About TSSAG (www.tssag.info):
The Securities Services Advisory
Group (TSSAG, www.tssag.info) is a network of independent firms
with representation in 10 countries
and growing. Each firm is
distinguished in its areas of practice,
deep knowledge and proven local
and global expertise in the Securities
Services Industry. TSSAG’s objective
is to link professionals from different
lines of knowledge, create a forum
for regular interaction and dialogue,
to share ideas and build
opportunities. Bringing together
market-accomplished expertise,
TSSAG works as a single voice
within the industry, offering strategic
direction, thought leadership, and
contributing to the enhancement,
reputation and quality of services in
the $100 trillion+ Securities Services
Industry .
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ANTI-MONEY LAUNDERING (AML) IN INDIA
Introduction of the Anti-Money
Laundering Legislation in
Indian Diaspora
The United Nations Office on
Drugs and Crime (UNDOC)
estimates that globally, laundered
money generates approximately
USD 800 billion to USD 2 trillion
per year and yes, this constitutes
approximately 2-5% of the
world’s GDP. Rapid developments in financial information,
technology and communication
have facilitated the movement of
money anywhere in the world with
speed and ease. This makes
the task of combating money
laundering more urgent than
ever. According to the statistics
published in the White Paper on
Black Money released by the
government of India in 2012,
Indians have been alleged to have
kept a total of USD 1.945 billion
Swiss Francs (about INR 9,295 Cr)
and other bodies as a method to
launder their illicit earnings.
{*The term Money Laundering is
used for cleaning dirty money. It is
the disguising or concealing act
of illicit income in order to make
it appear legitimate. Money
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Laundering is being employed by
launderers worldwide to conceal
criminal activity associated with it
such as drugs / arms trafficking,
terrorism and extortion by
application of ever evolving new
methods.}
The Golden Era in India
India has been one of the fastest
growing economies since the
beginning of 1990s, Attributed to a
favorable demographic of a young
majority of the population,
economic liberalization
programme, privatization, FDI
norms and policies to curb
‘license-raj’ which is contributing
towards its growth rate. It still
comprises of a large and unorganized system of informal
money exchanges, high value
cash transactions and tax evasion
techniques which has contributed
to the country being vulnerable to
money laundering activities. With
the rise of Indians migrating and
consequential spurt in hawala
transactions giving rise to informal
international remittance transfers
which is misused by the money
launderers to further their
objectives. An existence of

fragmented legislation tackling the
issue of money laundering and the
growth of illegal activities funded
by the laundered money such as
poaching, organ trade etc. was
not efficient or proportionate to the
growth that the country was
witnessing and this paved way for
a dedicated legislation to be
introduced in this area.
{*The term Hawala - It is the
transfer of money without actually
moving it. It is based on the
performance and honour of a
huge network of money brokers
(known as hawaladars). Believed
to have originated in India in
the medieval period to facilitate
trade alongside the silk route
with neighboring countries
Hawaladars today are spread
throughout the world, operating
outside of, or parallel to, traditional
banking, financial channels, and
remittance systems. They charge
a commission of around 0.2-0.5%
per transaction from transferring
money from one city to another.
Another term used for this system
is ‘Angadia’ (the word angadia
means courier in Hindi, but also
designates those who act as
hawaladars within India).
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Government measures to curb
money laundering in India
India has criminalized money
laundering under both the
Prevention of Money Laundering
Act, 2002 (PMLA), effective in
2005 and amended in 2009
and 2019, and the Narcotic Drugs
and Psycho tropic Substances
Act, 1985 (NDPS Act), as
amended in 2001. Not only did
the government succeed in
implementing a legislation in the
country, India went on to join the
Financial Action Task Force (FATF)
and proudly became its 34th
member country in the year 2010.
The FATF is an intergovernmental
body established by the G-7
Summit in Paris in 1989
and responsible for setting
global standards on anti-money
laundering and combating
financing of terrorism (AML &
CFT). It does so by publishing
AML guidelines & issuing
recommendations that all the
FATF member countries must
f o l l o w. T h e y i n c re a s e t h e
transparency of the financial
system (making it easier to detect
criminal activity) and give countries
the capacity to successfully take
action against money launderers
and terrorist financiers. Similarly
those countries classified as ‘FATF
non-compliant’ and ‘FATF nonco-operative’ have consequential
effects. FATF grey lists a country
which it considers as a safe haven
for terror funding and money
laundering. If the country is not
actively tackling money laundering
or terror funding, it is then
blacklisted.
Investments in India from the
foreign jurisdictions that are
FATF non-compliant seeking
investment may be obligated to
acquire substantial holdings only
after seeking prior RBI/regulatory
a p p ro v a l . A l s o , S E B I F P I
regulations, do not permit non
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FATF compliant jurisdiction to
participate in the Indian capital
markets. The recent tightening of
the rules comes effectively with the
global interest in India that might
expose India to an investment flow
from prohibited countries.

Investments in India
from the foreign
jurisdictions that are
FATF non-compliant
seeking investment
may be obligated to
acquire substantial
holdings only after
seeking prior
RBI/regulatory
approval. Also, SEBI
FPI regulations, do not
permit non-FATF
compliant jurisdiction
to participate in the
Indian capital markets.
The recent tightening
of the rules comes
effectively with the
global interest in India
that might expose
India to an investment
flow from prohibited
countries.
The FATF regular on-site review
cycle of its member nations (once
in 10 years) is carried out to
evaluate progress in AML & CFT
was scheduled to begin in SeptOct 2020, but the FATF secretariat
in Paris has conveyed to India that
the review is being pushed to latter
part of 2021 due to the COVID
situation. The last such review was
done in June 2010.

Prevention of Money
Laundering Act, 2002 (PMLA) Objective
PMLA and the Rules notified there
under came into force with effect
from July 1, 2005.The PML Act is
the primary legislation in India to
combat money laundering and
has three main objectives:
1.To prevent and control money
laundering
2.To confiscate and seize the
property obtained from the
laundered money; and
3.To deal with any other issue
connected with money
laundering in India (including
proposing a punishment)
Applicability
PMLA obligates ‘reporting entities’
that include every banking
company, financial institution
(Includes a chit fund company, a
co-operative bank, a housing
finance institution and a nonbanking financial company) and
intermediary (includes any
intermediary associated with the
securities market and registered
under Section 12 of the SEBI
Act, 1992), persons carrying
designated businesses or
profession (includes a real estate
agent, dealer in precious metals,
safe-keeping and administration of
cash and liquid securities, person
carrying out activities for playing
games of chance for cash or
kind, including such activities
associated with casinos; registrars
who record transactions relating to
immovable property, as may be
notified by the central government;
and any other business dealing in
high value goods or otherwise
as may be determined by the
central government to adhere
to requirements prescribed under
the PMLA Act, 2002.
Obligations
The obligations on such ‘reporting
entities’ include client due
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diligence (verify and maintain
records of the identity of all clients
including beneficial owner)
account opening procedures, to
maintain a record of all
transactions and submit such
‘suspicious transaction’ reports to
the FIU Financial Intelligence Unit
India (FIU-Ind).
Power and administration
PLMA Act is a complete code
which overrides the general
criminal law to the extent of
inconsistency. It establishes its
own enforcement machinery and
other authorities with adjudicatory
powers and jurisdiction. The
e n f o rc e m e n t m a c h i n e r y i s
conferred with the power and
jurisdiction for investigation, such
powers being quite exhaustive to
assure effective investigation and
with built-in safeguards to ensure
fair ness, transparency and
accountability at all stages. Wide
powers are assigned, which are
very similar to those granted to
the civil courts of the country.
The powers conferred on the
enforcement officers include the
powers of survey, search and
seizure, search of persons,
retention of property or of records,
to issue summons to enforce
attendance of any person and
compel him to give evidence or
produce records, discovery or
inspection, and the power to
arrest. As per section 65 of the
PMLA Act, the provisions of the
Code of Criminal Procedure, 1973
(2 of 1974) shall apply, insofar as
they are not inconsistent with the
provisions of this Act, to arrest,
search and seizure, attachment,
confiscation, investigation,
p ro s e c u t i o n a n d a l l o t h e r
proceedings under this Act.
ED (Enforcement Directorate)
and FIU (Financial Intelligence
Unit India) are appointed as the
administration and enforcement
authorities and agents under
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PMLA to implement its provisions
and rules.
Work relating to investigation and
prosecution of cases under the
PML has been entrusted to
Enforcement Directorate.
FIU was set by the Government of
India vide O.M. dated 18th
November 2004 as the central
national agency responsible for
receiving, processing, analyzing
and disseminating information
relating to suspect financial
transactions. FIU-IND is also
responsible for coordinating and
strengthening efforts of national
and international intelligence,
investigation and enforcement
agencies in pursuing the global
efforts against money laundering
and related crimes. FIU-IND is an
independent body reporting
directly to the Economic
Intelligence Council (EIC) headed
by the Finance Minister.
Administration of the Law in
the Financial Services Sector Role of RBI & SEBI
Reserve Bank of India (RBI) and
Securities and Exchange Board
of India (SEBI) regulate banks
and financial institutions and
capital market intermediaries
respectively. This also includes
their obligations under the PML
Act and its Rules, by issuing
master directions/circulars from
time-to-time (SEBI Master
Circular dated October 15,
2019)
ML / TF vulnerabilities in the
securities industry
The robustness of governance in
the capital market industry in India
is apparent in its regulations and
rules that are bench marked
against some of the developed
markets of the world. Some
examples of such norms include
viz., a) No cash transactions
permitted, b) Benami/ anonymous

Accounts - prohibited, c) Issue of
Bearer instruments - prohibited, d)
use of bank/demand drafts,
travelers cheques, money orders
prohibited, e) third Party account
transfers prohibited. Despite the
measures, the capital market
industry still remains vulnerable
to Money laundering and
perpetrators of crime.
A number of guidance documents
issued by international
organizations and/or domestic
authorities such as IOSCO, the
Basel Committee on Banking
Supervision and the International
Association of Insurance
Supervisors provide useful
information on ML/TF
vulnerabilities in the securities
industry.
Vulnerabilities identified and
addressed by the Regulators in
the Capital Market Sector in
India
1. Enhanced customer due
diligence on client types Offshore trusts; Non-profit or
charitable organisations;
Significant cross-border
activity; Inter net/on-line
accounts; Omnibus and
private banking accounts,
Nominee; Shell Companies;
Fictitious transactions involving
publicly-traded shell company;
Securities intermediary failed to
identify beneficial owners;
2. Tr a n s a c t i o n s i n v o l v i n g
accounts in multiple
jurisdictions;
3. S e c u r i t i e s a c c o u n t s
introduced from one
intermediary to another
without adequate customer
due diligence/know your
customer (CDD/KYC)
investigations;
4. The use of front persons or
entities (e.g. corporations,
trusts);
5. E n t i t i e s w i t h c o m p l e x
corporate structures;
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6. Politically-exposed persons
(PEPs);
7. D e a l i n g s w i t h f i n a n c i a l
institutions and intermediaries
or customers operating in
jurisdictions with ineffective
AML / CFT systems;
8. Unregistered or unregulated
investment vehicles;
9. Cross-border omnibus and
correspondent accounts;
10. Fictitious trading schemes/
accounts;
11. Market manipulation and
insider trading;
Some Examples of Indicators/
Red Flags
Suspicious Indicators
Associated with Stock
brokers/ Advisory Services/
Wealth Management
1. Account held by an institution
located in a high risk area/
jurisdiction - Accounts used as
pass-through; • Involvement of
several jurisdictions; and •
Tr a n s a c t i o n s b e l o w t h e
reporting threshold;
2. Use of margin account with
little trading - Client deposited
funds into the broker’s account
and requested repayment of
funds within a short period of
time with no apparent reason;
• Little or no trading was
recorded during the period;
and • The amount of funds
deposited was not in line with
the client’s profile.
3. Activity of wash trading Insiders conducting similar
transactions; and • Purchases
and sales involving stocks of
specific companies in a short
period of time
4. Rapid purchase and sale of
shares - Buying and selling
securities with no discernible
purpose in circumstances that
appear unusual; • Use of
multiple accounts at a single
securities dealer for no
289

apparent reason (movement of
funds from one account to
another);
5. Proceeds of sale used to
purchase monetary instruments payable to nominees
6. Wealthy/powerful and PEP
clients - who are reluctant to
provide full CDD information,
and who seek confirmation
that their affairs will be kept
confidential;
7. Clients with multiple and
complex accounts in more
than one jurisdiction, either
within the same firm or group,
or with different firms;
8. Clients using wealth management services in conjunction
with offshore trusts/shell
companies to disguise
beneficial ownership;
9. Wealth management activities
in countries with a tradition of
banking secrecy;
10.The transmission of funds and
other assets by private clients
that involve high value
transactions, requiring rapid
transfers to be made across
accounts in different countries
and regions of the world; and
11.The use of pooled/omnibus
type accounts that are used
together to collect funds from a
variety of sources and clients
for onward transmission.
Short selling- In the securities
industry short selling generally
involves the practice of selling
securities that are not actually
owned by the seller, or that will be
borrowed for delivery. In a "naked"
short sale, the seller does not
borrow or arrange to borrow the
securities in time to make delivery
to the buyer within the standard
settlement period. The investment
strategy behind short selling is the
hope that a profit will be made
from the difference in price of the
assets sold and those purchased
(at a lower price) for return to the

borrower. Short selling is a trading
vehicle that can be linked to
market manipulation or insider
trading, which are both predicate
offences that could be the basis
for ML/TF.
Rogue Employees- While most
AML /CFT regimes are designed
to detect and report suspicion
surrounding customer interactions, these programs are only
as reliable as the people who
implement them. To this extent,
employees who assist customers
in money laundering, terrorist
finance may, and/or in predicate
o ff e n c e s , p o s e a s e r i o u s
vulnerability to a financial
institution.
A number of jurisdictions identified
the following as suspicious
indicators that may be associated
with employees vulnerable to
assisting money launderers or
t e r ro r i s t f i n a n c i e r s . T h e s e
indicators are not necessarily
unique to the securities industry
or indicative of employee
misconduct, but rather should be
taken into account with other
indicators:
1. The employee appears to be
enjoying a lavish lifestyle
inconsistent with his or her
salary or position; the employee
is reluctant to take a holiday or
vacation;
2. The employee is subject to
intense job-related demands,
such as sales or production
goals, or personal/financial
situation that may make him
more willing to engage in or
overlook behaviour that poses
ML/TF risks;
3. The employee has the authority
to arrange and process
customer affairs without
supervision or involvement of
colleagues; large amount of
autonomy without direct
control over his activities;
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4. The employee is located in a
different country than his direct
line of management, and
supervision is only carried out
remotely;
Use or Creation of a Financial
Institution for ML/ TF Purposes
- Criminally-controlled
securities intermediary Criminal elements can either
create or gain direct control of
such an entity or seek to exert
influence over the management or
staff in furtherance of their aims.
Clearly the risk of criminal
penetration of the securities
market is heightened by opaque
corporate structures, but also
increases when dealing with other
financial institutions from countries
with lax AML/CFT measures.
Use of Omnibus accounts and
fictitious account names to
facilitate sanctions evasion References to “code names” in
transactions processed through
an omnibus account of a third
country broker maintained at a
securities firm in another country.
An entity subject to an asset
freezing order established an
account with a securities firm in a
third country. The third country
firm agreed to use a fictitious name
for the sanctioned party when
processing stock trades on its
behalf through its omnibus
account held with a broker, thus
disguising the identity of the
beneficial owner of the stock held
in the omnibus account.
Margin Trading- One of the
unique characteristics of the
securities industry is that it can be
used to both disguise the
proceeds of criminal activity and to
generate further profits. The use of
margin account trading involves
the investor borrowing funds to
carry out trading. The securities
themselves are used as collateral
for the loan. By influencing the
290

timing and value of trades (and
leverage), a launderer can
potentially use the proceeds of a
scheme to generate more funds.
D e t e r m i n a t i o n o f Va l u e Securities traded on exchanges
tend to have a reasonable degree
of price transparency. However,
both on and off-market trades can
be used to disguise value,
especially where there are no
traditional pricing mechanisms,
and such trades can be used to
transfer value in circumstances
which are attractive to a money
launderer. For example, a difficult
to price instrument can be
transferred at a pre-arranged,
excessive price in order to transfer
value from one person or entity to
another.

Each one of us are
an integral part of the
financial system of
our country and it
should be our
endeavor to be
watchful by applying
simple principles
when carrying out
our day to day
obligations that will
go a long way in
giving a hard time to
the perpetrators of
crime to abuse the
financial system.
Small transactions - This
mechanism has been exploited for
money laundering purposes
where block trades of illiquid
stocks are transacted at a pre

agreed price between two parties.
In such transactions, parties agree
to the initial purchase of an illiquid
security at an artificially low price
with the same security being
bought back some time later by
the original seller or an associate at
a significantly higher price. A
variation on this occurs in the
derivatives market where OTC
derivatives can be structured
to meet the requirements of
a specific customer. Such
transactions may be highly
leveraged or arranged so that only
a small movement in the value of
the underlying securities can
trigger disproportionately large
payments. Furthermore, the
pricing model on a bespoke or
custom built derivative may be
extremely difficult for anyone,
other than a market expert, to
understand. Such transactions
have frequently been used to
transfer profits from high-tax to
low-tax jurisdictions and for the
purposes of avoiding exchange
control regulations
Our Fight against money
launderers
Over the last few decades, several
international initiatives have taken
place in the form of UN
conventions, Basel meet, FATF
meet, Vienna convention, EC
directives, etc. to curb the
practices of money laundering,
countering financing of terrorism,
evasion of taxes and narcotics.
India has actively contributed to
several initiatives and has been a
signatory to many of these
conventions. Yet, India is still rated
among the high-risk countries for
money laundering indicating that a
lot of ground still needs to be
covered. Each one of us are an
integral part of the financial system
of our country and it should be our
endeavor to be watchful by
applying simple principles when
carrying out our day to day
obligations that will go a long way
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in giving a hard time to the
perpetrators of crime to abuse the
financial system.
1. Be vigilant and ask questions
2. O n - g o i n g t r a i n i n g a n d
awareness programs about
evolving money laundering
practices
3. C u s t o m e r d u e d i l i g e n c e
standards
4. Adherence to formal antimoney laundering Policy of your
organisation
5. Timely escalation &
6. Reporting
Did you know?
1. Fine- The fine under PMLA is
without any limit and the same
may commensurate to the
nature and extent of offence
committed and the money
laundered
2. Burden of proof - A person,
who is accused of having
committed the offence of
money laundering, has to prove
that alleged proceeds of crime
are in fact lawful property.
3. Extra-territorial reach Offences with cross-border
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implications (committed outside
India) are scheduled offences
under the PML Act and,
accordingly, the PML Act may
be applicable to those offences
4. Abetment - Whosoever directly
or indirectly attempts to indulge
or knowingly assists or
knowingly is a party or is actually
involved in any process or
activity connected with the
proceeds of crime including its
concealment, possession,
acquisition or use and
projecting or claiming it as
untainted property shall be
guilty of the offence of moneylaundering under the PMLA.
5. Tipping Off- “tipping-off” or
disclosing the fact that a
suspicious transaction report or
related information is being filed
with the FIU is an offence under
PMLA.

Disclaimer: The facts and opinions in
this article are expressed by the author in
her independent and personal capacity
and the employer takes no liability of the
same.
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• https://dor.gov.in/preventionofmoney
laundering
• White paper on Black Money published by
the Govt of India on May 6, 2012
• https://dor.gov.in/sites/default/files/Final
BlackMoney.pdf
• Report guidance for a risk-based
approach securities sector issued by FATF
• the FATF Report: Money Laundering and
Terrorist Financing in the Securities Sector
(October 2009)
• https://www.unodc.org/ United Nations
office on drugs and Crime
• http://www.fatf.gafi.org
• https://www.sebi.gov.in/sebiweb/home/
HomeAction.do?doListing=yes&sid=1&s
sid=6&smid=0
• SEBI Master Circular on Anti-Money
Laundering (AML) Standards/ Combating
Financing of Terrorism (CFT)/ Obligations
of Intermediaries under the Prevention of
Money Laundering Act 2002 and the rules
framed thereunder (the SEBI AML
Guidelines) dated Oct 15, 2019
• PMLA Act, 2002

Shraddha is a senior private banking &
capital markets compliance professional
with 15 years of experience in SEBI
regulations and PE/FDI transactions,
financial crime & sanctions, transaction/
trade surveillance and has worked in
India, Hong Kong & Singapore. She is a
Company Secretary and LL.B by
qualification.
For training your team on PMLA and
related aspects you may kindly reach out
at linkedin.com/in/shraddha-shah.
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Founder
MY WEALTH GUIDE

QUANTITATIVE INVESTING IS HERE TO STAY
"Everyone has the brainpower to make
money in stocks. Not everyone has the
stomach."
- Peter Lynch
As news about the severity of the pandemic
spread, equity markets globally crashed in Mar
2020. Many investors including long-term
investors panicked, pulled out money, waiting
on the side-lines to re-enter as the markets
crash further. Some are still waiting. A typical
case of Greed and Fear at play.
Investing has been a subjective process with
decisions based on analysis of the company, its
business prospects, the management as well as
the market and economic environment it is
operating in. While there is a stated investment
style and investment policies to guide the
process, there is a tendency for human biases
to creep in and give into Fear & Greed. Over
time it has become clear that the majority of
actively managed funds do not outperform their
benchmark indices consistently.
Enter quantitative or quant funds. Most people
would be familiar with the quant fund pioneer
Jim Simons, the founder of Renaissance
Technologies. Considered one of the most
successful money managers in recent history,
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the flagship Medallion Fund has a CAGR of over
39% even after enormous fees since 1988.
Quant funds model use research insights to
determine patterns in the data to build
mathematical/ statistical frameworks. A set of
rules are defined based on preselected
factors/parameters and their correlation to
performance. Extensive data crunching is
undertaken to pick stocks that have a higher
probability of outperforming the benchmark.
The proliferation of cheap computing and
advanced technology has made it easier than
ever before to analyse huge amounts of data in
short amounts of time. Funds can be based only
on quantitative analysis oruse quantitative
analysis to augment qualitative analysis.
Quantitative Investing can be beneficial in
many ways:
Consistency: Quant strategies have low to no
discretion ensuring the strategies are followed
without any deviation. The forced discipline
reduces distortions arising from investor
behaviour especially in market crashes
Empirical Evidence: Emotion impedes
rational decision-making. Investment decisions
are based on empirical evidence and not
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emotions, entirely ruling out human biases.
Quantitative investing can capitalize on irrational
decision making in the markets
Wider Breath: The use of quant and
technology enables smaller teams to dorealtime detailed analysis on and evaluate a larger
number of stocks across industries. This can
throw up many hidden gems missed by smaller
coverage at a lower cost.
Evaluate Performance across Cycles:
Quant strategies can be back tested and
evaluated across various economic and market
cycles to understand how they respond,
building more robust models.

Quant funds model use
research insights to determine
patterns in the data to build
mathematical/ statistical
frameworks. A set of rules are
defined based on preselected
factors / parameters and their
correlation to performance.
Extensive data crunching is
undertaken to pick stocks
that have a higher probability
of outperforming the
benchmark.
Asset Allocation: A portfolio can be
constructed based on long term returns and
volatility from various asset classes and across
geographies. This ensures optimum asset
allocation with reduced volatility.
Risk Management: The systematic process
enforces discipline with regards to position
sizing and exits mitigating uncertainties and
ensuring strong risk management.
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Multiple Investment Styles: Being rulebased strategies can be devised for a variety of
investing short term and long term styles
including special situations, turnarounds,
investor sentiment, momentum, valuation,
quality, size, sustainability and growth.
On the flip side, since data is the fuel here as the
entire model is constructed based on historic
data and every model is likely to face black
swan events that can’t be modelled and it might
not function as expected. A system is only as
good as it’s input. There could be some blind
spots that may only be picked up by an
experienced fund manager. Added to that past
data is no indication of future performance
and there is a possibility that the
underlying relationships may change or
evolve. Since financial markets are dynamic in
nature, the strategies too need to evolve to
keep up with the changing landscape.
Globally, the money flowing into the quant
investing space is enormous. JP Morgan
estimates that over $2.5 trillion, or more than
20% of U.S. equity market capitalization, is
now managed by quant-style funds and is
growing at a pace of 15% annually. In fact,
90% of volume in the public markets in the
United States is traded by quantitative means.
Quant funds are still in a nascent stage in India
comprising only 0.01% of the MF industry.
Traditionally in India retail was priced out
sincequant strategies were only available to
HNIs via Portfolio Management Services
(PMS).The first fund Nippon India Quant Fund
was launched in 2008 and it's only after 2019
that DSP, Tata and ICICI joined the fray.
Mutual Funds

6M

1Y*

3Y*

5Y*

Nippon India
Quant Fund
DSP Quant Fund
Tata Quant Fund
S&P BSE
200 TRI
Large & Mid
MF Avg

27.0

28.3

8.9

14.7

26.1
25.8
30.3

29.3
8.6
33.8

11.3

15.7

27.4

24.5

9.5

16.9

Source: Valueresearch, Morningstar

As on 26 Feb 2021
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Multiple SEBI registered managers have also
launched several Smallcases granting access to
quant-based strategies.

improves access for the masses to expert
advice in portfolio construction and basic
investing concepts.

Small case

6M

1Y*

3Y*

Algosmith
Turtle Value
Estee Long Alpha
LITE (Gear 4)
MWG Smart Alpha
Upside AI Multicap
FiveCap Growth
Strategy
K2 Capital ML/
AI smallcase
NSE500
Flexicap MF Avg

37.5

64.8

15

40.6

63.2

34.6

While a strategy based on a quant model is not a
silver bullet, and there is no guarantee of
performance, it helps eliminate biases and
enforces a discipline increasing the chance
of achieving their objectives.

33.4
42.2
27

44.4
42
40.9

14.9
10.6
12.4

14.4

26.4

14.9

31
26.6

33.9
23.8

10.3
10.3

Source: Smallcase, Morningstar

5Y*

19

15.5
16.5

As on 26 Feb 2021

Quant funds are still in a
nascent stage in India
comprising only 0.01% of the
MF industry. Traditionally in
India retail was priced out
sincequant strategies were
only available to HNIs via
Portfolio Management
Services (PMS).
The impact of this can also be seen in the
personal wealth management space with the
proliferation of Robo-advisors that advice clients
based on algorithms. Cheap scalability
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With every sector facing disruption, it is
increasingly becoming difficult for even
experienced fund managers to generate alpha.
As technology becomes more sophisticated, it
will enable the discovery of more obscure data
and patterns. Big data like satellite images,
weather forecasts, social media is being used to
mine data with new sources of data being added
daily. With the advent of Artificial Intelligence
(AI)obscure relationships between asset prices
can be modelled. Sentiment is already being
modelled in and over time qualitative factors can
also be modelled. This would make the systems
more robust leading to higher alpha delivered
consistently. The impact of quantitative
investing has already been profound and
while it will not completely replace humans,
it can further revolutionize investing.
Salonee Sanghvi, CFA, Founder, My Wealth Guide.
She started her career with McKinsey India following it with an
8 year stint at Rare Enterprises, which manages the proprietary
portfolio (public and private) of Mr Rakesh Jhunjhunwala. She
also co-founded a start-up which analyzed strategies for
investment powered by artificial intelligence. She founded My
Wealth Guide to pursue her passion to make available to every
strata of society solid, unbiased, financial advice with
transparency.
A CFA charter holder since 2008 she has been actively involved
in promoting financial literacy for women.
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ZERICK
DASTUR
Advocates & Solicitors
TIME TO EXIT? - A GUIDE TO
SEBI'S TAKEOVER REGULATIONS

O

ne of the primary objects of the Securities
Exchange Board of India (‘SEBI’) the
securities market regulator is to protect the
interests of public investors in the securities market.
Towards that end SEBI has formulated a number of
policies and regulations. One such regulation deals
with the aspect of substantial acquisition of shares
and takeovers of a listed company or acquisition of
control of such a company. SEBI provides for a
protective mechanism for the public shareholders in
such a situation. In this regard SEBI has provided for
substantive legal framework in the form of SEBI
(Substantial Acquisition of Shares and Takeover)
Regulations, 2011 (‘Regulations/Takeover Code’),
which have been amended from time to time.
The Takeover Code seeks to ensure that the public
and minority shareholders are provided with an exit
opportunity in the event of any substantial change in
shareholding or change in control of the company.
1. What is 'Open Offer'? When is an open offer
required to be made under SEBI SAST
Regulations?
When there is an acquisition or an agreement to
acquire substantial shares, control or voting rights
of a company in excess of the prescribed threshold,
the Regulations mandate the acquirer to provide
the shareholders an opportunity to exit the
company by making an open offer. An open offer is
an offer made by the acquirer to the shareholders of
the target company inviting them to tender their
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shares in the target company on account of change
in control or substantial acquisition of shares.
There are various circumstances in which the
acquirer is required to make an open offer thereby
providing an exit opportunity to the shareholders of
the target company. The triggers for an open offer
include- (a) when there is an acquisition of an
aggregate of 25 % or more voting rights in a target
company by the acquirer i.e. initial trigger; (b) if the
acquirer already holds 25 % or more voting rights,
the open offer requirement will be triggered if the
acquirer acquires additional 5% or more voting
rights of the target company, within a financial year
i.e. creeping acquisition trigger; (c) Irrespective of
the acquisition or holding of shares or voting rights
in the target company, an open offer will have to be
made by the acquirer if there is an acquisition of
control over the target company i.e. Control Trigger;
(d) Acquisition of shares or voting rights in, or
control over any entity that would enable the
acquirer to exercise or direct the exercise of such
percentage of voting rights , or control over the
target company, would attract the obligation to
make an open offer requiring the acquirer to make
an open offer i.e. Indirect Acquisition and (f)
Shareholders holding shares entitling them to
exercise 25 % or more of the voting rights in the
target company may, without breaching minimum
public shareholding requirements, shall be entitled
to voluntarily make an open offer to consolidate
their shareholding i.e. Voluntary open offer.
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In any case, the existence of
an efficient market for
substantial acquisition of shares
and takeovers is an important
facet in the economic
development of a country.
Substantial acquisition of
shares, or takeover of, a listed
company impacts a host of
stakeholders, such as, the
acquirer, the target company,
the management and the public
shareholders.
2. What is the objective of the SEBI
(Substantial Acquisition of Shares and
Takeover) Regulations 2011?
The Hon’ble Securities Appellate Tribunal has held
that the right to exit is an invaluable right and the
shareholders cannot be deprived of this right lightly.
In any case, the existence of an efficient market for
substantial acquisition of shares and takeovers is
an important facet in the economic development of
a country. Substantial acquisition of shares, or
takeover of, a listed company impacts a host of
stakeholders, such as, the acquirer, the target
company, the management and the public
shareholders. It is critical that the legal framework
regulating such substantial acquisition of shares
and takeovers is precise, unambiguous and
predictable, and balances multiple, and at times,
conflicting interests of such stakeholders. For
instance, the public shareholder of the target
company would be keen to get the highest possible
price for his shares, while the acquirer would want
to shoulder the least possible financial and
regulatory burden. The target company may wish to
support, oppose or remain neutral to, a transaction,
often depending on who the acquirer is. Therefore,
it falls upon the regulator to balance the interests of
various stakeholders and to provide for a fair,
equitable and transparent regime that addresses
the concerns of all stakeholders. Accordingly, with
these aspects in mind the Takeover Code has been
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brought in force where various provisions regulating
the acquisition of shares or control, the process of
open offers including public announcement and
issuance of letter of offer, open offer price, role of the
merchant bankers and SEBI in the offer process, are
all detailed. Thus a composite and comprehensive
system has been put in place. It mandates the
acquirer makes a fair and accurate disclosure of all
material information to various stakeholders to
enable them to make informed decisions. Further, it
ensures that only those acquirers who are capable
of actually fulfilling their obligations under the
Regulations make open offers.
3. What are the general exemptions for
making an open offer under the SEBI SAST
Regulations? Does SEBI have the power to
grant exemptions from making an Open Offer?
There are certain categories of transactions which
are exempted from the provisions of the
Regulations. Some of them are illustrated below:
a. Acquisition pursuant to inter se transfer of
shares amongst immediate relatives, promoters,
a company, its subsidiaries, its holding
company, other subsidiaries of such holding
company, persons holding not less than 50% of
the equity shares of such company etc .
b. Acquisition in the ordinary course of business by
Underwriter, Stockbroker, merchant banker,
anyone who acquires shares under regulation
44 of SEBI (ICDR) Regulations, 2009 under the
safety net scheme, a registered market-maker of
a stock exchange, a scheduled commercial
bank which acts as an escrow agent for the
parties and in case of an invocation of pledge by
a scheduled commercial bank or public financial
institutions.
c. When the acquisition is made in various stages
pursuant to a disinvestment agreement where
the acquirer has made an open offer for
acquiring shares at earlier stages.
d. When the acquisition is made pursuant to a
scheme provided under Regulation 10(1)(d) of
the Takeover Code. For example, the scheme of
revival under the Sick Industrial Companies
(Special Provisions) Act, 1985 or the acquisition
pursuant to the provisions of the Securitisation
and Reconstruction of Financial Assets and
Enforcement of Security Interest Act, 2002.
e. When there is an increase in shareholding
beyond the threshold limits without the
acquisition of control pursuant to the conversion
of equity shares with superior voting rights into
ordinary equity shares.
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f. Any acquisition of shares or voting rights or
control of the target company pursuant to a
preferential issue in compliance with the SEBI
(ICDR) Regulations, 2018.
g. Increase in voting rights beyond the prescribed
limit pursuant to buy-back of shares subject to
certain conditions.
h. Increase in the voting rights arising out of
acquisition pursuant to a rights issue, a buy
back, a share swap scheme and acquisition of
shares in a target company from a venture
capital fund or a registered foreign venture
capital investor by promoters of the target
company pursuant to an agreement.

The Takeover Code seeks to
ensure that the public and
minority shareholders are
provided with an exit
opportunity in the event of any
substantial change in
shareholding or change in
control of the company.
Apart from the general exemptions provided above,
the Regulations also empower SEBI to grant
exemption from the requirements of making an
open offer or grant a relaxation from strict
compliance with prescribed provisions of the open
offer process upon a specific application made by
the acquirer or the target company. This exemption
is granted by SEBI on a case by case basis. For
instance, in one case, SEBI granted an exemption
from the requirement of making an open-offer when
the shares were acquired by a family trust for
streamlining family succession. The exemption by
SEBI was granted on the grounds that there would
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be no effective change in exercise of voting power
or in control/ management of the target company
since the said acquisition of shares was of a private
family trust and the beneficiaries of the acquisition
continued to be the family members.
(Advocate Zerick Dastur and team comprising of
Advocate Khushil Shah and Advocate Palak Agrawal)
Views expressed are personal and do not constitute legal advice
Zerick Dastur is Proprietor of the Law Firm, practicing in the
field of Court litigation, Dispute Resolution, Arbitration and
Competition Law. He is a triple Gold Medalist from Mumbai
University. His practice covers diverse areas of Corporate
Commercial and Regulatory disputes, Competition Law and
Securities Law. He is representing a number of clients in the
Port Sector, Infrastructure and Mining Sectors. He has
represented clients in domestic and international, commercial
arbitration matters and has acted for clients on mergers,
acquisitions and other transactional matters. His practice
involves representing clients before various Courts, Statutory
Tribunals and Regulators including the Securities Appellate
Tribunal, Competition Commission of India, the Securities and
Exchange Board of India and the Tariff Authority for Major Ports.
He was a former Partner at the Law Firm, J. Sagar Associates.
He has litigation experience before the Hon’ble Supreme Court,
various State High Courts as well as a number of Tribunals and
Regulatory Bodies. He has been involved in a number of
matters involving issues of Constitution Law. He has been
involved in matters involving defense of Auditors and Corporate
clients before various Civil/Criminal Courts/Tribunals and
Regulators in connection with Corporate frauds and scams. He
has also advised various clients in matters involving shareholder
disputes and minority actions before the NCLT and CLB.
He has advised clients in connection with Competition Law
issues in everyday business operations including issues relating
to anti-competitive agreements and abuse of dominance by
enterprises. He also practices Securities Law and appears
before the Securities Appellate Tribunal and the SEBI.
He has also written a number of Articles for various national
publications on various Corporate, Commercial and
Competition Law issues.
He writes for various national newspapers and publications on
Corporate, Commercial and Competition Law. He is a regular
speaker at events organised by VC Circle, Indian Merchant
Chambers, Economic Times, Corporate Knowledge
Foundation and the World Zoroastrian Chamber of Commerce.
He is a Member of the Law Committee of Indian Merchant
Chambers.
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SUSTAINING ECONOMIC RECOVERY AND
EMPLOYMENT CREATION IN INDIA: AN OVERVIEW
Introductory Exposition
As the world economy gets back
into bounce back mode even as
the pandemic continues its
onslaught it is important to
understand that recovery from a
COVID induced slowdown is the
first step onto a trajectory that
needs to lead to sustained
recovery. This means putting into
place those measures that are
required to build the resilience of a
country’s economy. In the Indian
context the initial steps towards
tackling the slowdown have been
taken, significant in the direction of
doing so is this year’s budget
which has set the ball rolling
towards the long impending
second generation of reforms.
The crux of sustaining recovery in
India is to provide an impetus to
employment generation, reviving
investment- public and private and
it is enabling this that holds the key
to this to a consistent upswing in
demand. The present budget
does embody measures that is
directed towards increasing
investment, take the privatization
targets for instance, among
others. Equally important is the
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deployment of investment into
sectors that have an underutilized
potential for employment creation.
Notably even prior to the
Pandemic this was an area that
did evoke concern, According to
the Economic Survey of India,
2017-18, “... The lack of
consistent, comprehensive, and
current data impedes a serious
assessment ..... Even so, it is clear
that providing India’s young and
burgeoning labour force with
good, high productivity jobs will
remain a pressing medium-term
challenge. An effective response
will encompass multiple levers and
strategies, above all creating a
climate for rapid economic growth
on the strength of the only two truly
sustainable engines-private
investment and exports’’. The
subject of this article for Econ Buzz
is the role that an increase in the
pace and extent of employment
creation will play in India’s
economic progress
Therefore, the challenge of
employment creation is not a
recent one and the post pandemic
challenges have only accentuated
the same. The pronounced

manifestation of this feature is
rather obvious in the agricultural
sector and the informal segment
where the shrinking pace of
employment growth occurred few
years ago. At this point a better
depiction of this fact would be
useful. Firstly, according to the
National Sample Survey’s Periodic
labour Survey (2017-18), the
country’s aggregate unemployment was 6.1 per cent which is
much higher than the approximate
average of 2 to 3 per cent
unemployment that has prevailed
for more than 4 decades.
Furthermore, this indicator does
not reflect the enormity of the
labour market challenges that
confront India. Secondly the
decline in labour force
participation rate was less than 50
per cent on the overall, and it is
noteworthy that in so far as
women were concerned the LFPR
was less than 30 per cent. In
2017-18 the worker to population
ration was about 46.8 per cent
which is lower than the 54.7 per
cent that prevailed in 2011-12.
Importantly about 75 per cent of
those employed were engaged in
self-employment and casual wage
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employment a fair proportion of
which can be accounted for by the
unorganized and informal sectors
of the economy. Furthermore, a
sizable proportion of workers in
these segments do not get wages
which are even on par with the
minimum wage that has been
stipulated by the government. In
addition, according to the NSS of
the regular wage salaried workers
71.1 per cent had no job contract
in 2017-18 which means that they
were bereft of any social security
benefit.
Understandably in so far as timing
is concerned reform measures
have been initialized as the country
moves out of lockdown mode, as
the current Economic Survey
explains, `` There was no point in
pushing the accelerator while the
foot was firmly on the brake as a
demand stimulus at a time when
supply was constrained would
have not helped. The timing of
the expenditure push, especially
the capital expenditure, after
the reduction in health-related
curbs, manifests the strategy of
stimulating ‘growth’ when it would
be most effective’’. Be this as it
may in so far, the present situation
is concerned the fact remains that
for over two decades the primary
sector of India did not receive
much push from any acceleration,
possibly if it did employment
creation would have gathered
much more pace.
It is imperative to ensure that
investments deployed should be
directed towards increasing the
productivity of small farmers and
the non-farming segments of the
primary sector.
For a better understanding of
this point it would be useful to
view the main underpinnings of
employment in India. India is a
highly industrialized country, and
according to the precepts of
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conventional economic thought
(many of which have been
validated) this should have meant
a receding importance of the
agricultural sector. Although for all
practical purposes we can say
that India has made the transition
from an agricultural to an industrial
economy this has certainly not
meant that agriculture was
relieved of its role as an important
provider of employment. This
feature stands in veritable contrast
to the experience of a number of
advanced countries where the
emergence of an industrial sector
absorbed the surplus labour
released from the agricultural
sector.

The crux of
sustaining recovery in
India is to provide an
impetus to
employment
generation, reviving
investment- public and
private and it is
enabling this that holds
the key to this to a
consistent upswing in
demand.
Furthermore, as we have seen
unlike in the developed world the
transition (in terms of sectoral
importance) made by the Indian
economy and some other
developing countries from an
agricultural to an industrial and
then to a services sector was
certainly not fuelled by a
generalized increase in per capita
income across all socio-economic
categories.
Recapitulating a commonly cited
1
axiom - the Engel’s law to
understand changing consump

tion and demand profiles as
incomes rise could aid analysis
about the link between sectoral
transition and the shift in
employment patterns. Simply
stated, the basic principle of this
law is that as incomes rise
individuals tends to allocate a
smaller proportion of their
expenditure towards food. Income
elasticity of demand for food
declines when incomes rise.
According to the latest National
Sample Survey Organization
expenditure on food items
accounted for 43 per cent of total
consumption expenditures in
urban India (during 2004-05). This
represents a significant decline
from the share of 64 per cent that
food expenditures had in total
expenditures of urban India over
the 1972-73.
In rural India too, the proportion of
spending on food in total
expenditures has reduced from 73
per cent over 1972-73 to 55 per
cent over 2004-05. Although the
survey does indicate that the
Engel’s law does apply in certain
income groups of the country’s
population, it also cites that 10 per
cent of the India’s rural population
lives on just Rs 9 per day and 10
per cent of its urban population
subsist on a slightly higher Rs13 a
day.
Furthermore, the expenditure on
food as a proportion of total
consumption is lower in states
with a higher per capita
expenditure and vice versa.
Thus, unlike in the advanced
countries Engel’s law does not
apply to a fairly significant
proportion of the low-income
groups in developing countries.
For those in the primary sector that
are unemployed or employed at
wages that are highly inadequate it
would take some time for Engle’s
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law to operate because incomes
would have to increase by a
c e r t a i n e x t e n t b e f o re t h e
p ro p o r t i o n o f e x p e n d i t u re
allocated to food and other
agricultural products declines.
Those who currently live on the
margins of subsistence will have a
higher income elasticity of
demand for food in the initial
stages of a rise in income. When
demand for food is low as a result
of a lack of purchasing power it
represents a potential for growth
which will obviously remain
untapped until incomes among
the poor increase.
The story of compressed demand
continues even as we view the
manufacturing* and services
segment*. Over the last four
decades the strides notched by
Indian manufacturing has been
remarkable. Even as it traversed a
phase during which its progress
was dampened, and it was not as
competitive and efficient as it is in
current times there was at some
stage a declining demand for
manufactures and an increasing
one for the output of the services
sector. Once again, the transition
to the services sector, in terms of
its 50 per cent contribution to the
GDP at this stage of the country’s
per capital income growth is rather
unusual.

with this, an increase in the
employment absorption of those
who comprise the skilled and
educated segments of the
population by the services sector
is hardly surprising.

It is imperative to
ensure that
investments deployed
should be directed
towards increasing the
productivity of small
farmers and the nonfarming segments of
the primary sector.

Economic experience has
demonstrated that the emergence
of the services sector as the most
important one occurs at when
a country’s per capita incomes
are high. Undeniably India’s per
capita incomes have increased
significantly but it cannot be
considered high. (At this point in
time India is a middle- income
country)

However, what is rather unique is
the importance that the service or
the tertiary sector has had in
providing employment to those in
the lower income groups. The
service sector has acted as a
safety net of sorts; at the lower end
this sector has provided an
avenue of livelihood to millions
(who would otherwise have been
without any means of sustenance)
and it consists of a fairly diverse
spectrum of service providers that
have little or no skill. As a matter of
fact, a sizable proportion of this
segment constitutes the informal
economy of the country. Often the
wages that the labour force in
country’s informal economy
receives is highly inadequate and
is more often than not lower than
the minimum wage (for the same
task in the organized sector).
Constrained or compressed
demand for products of the
agricultural sector does place
limits on the demands for
manufactures.

Expectedly in the higher income
categories individuals would
allocate a higher proportion of their
incomes to services. Consonant

Conclusion
The importance of focussed
and comprehensive sectorbased reform cannot be over
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emphasized; this is particularly
applicable to the primary sector in
India which accounts for 43 per
cent of employment and 16 per
cent of India’s Gross Value added.
As has been demonstrated in this
article employment boosting, and
productivity increasing reforms in
spheres that require it maximally is
integral to sustaining economic
recovery.

1. Engel’s law: Consequent to rising
incomes, the share of expenditures for
food declines It must be noted that Engel
found, based on surveys of families'
budgets and expenditure patterns, that
the income elasticity of demand for food
was relatively low. The resulting shift in
expenditures affects demand patterns
and employment structures. Engel's Law
does not suggest that the consumption of
food products remains unchanged as
income increases. It suggests that
consumers increase their expenditures for
food products (in percentage terms) less
than their increases in income
Piya Mahtaney completed her second
Master’s in Development Economics
from Leicester University in England she
embarked on a career in journalism with
the Times of India. She was an assistant
editor in Metropolis on Saturday,
subsequent to which she joined as senior
feature writer in Economic Times. As an
economist that reported, analyzed and
wrote on a wide range of socio-economic
issues, writing a book about economic
development and the emerging trends of
globalisation seemed almost inevitable
The books that she has authored are as
follows:
• India China and Globalization (2nd ed),
Palgrave Macmillan (England),
December 2014
• Globalization and Sustainable
Economic Development, Palgrave
Macmillan (U.S), August 1st 2013
• Institute of South East Asian Studies
(Singapore) published an edition
(August 2010) of my book India China
and Globalisation.
• The first edition of India China and
Globalisation was published by
Palgrave Macmillan (England, 2007)
• Globalisation Con Game or Reality was
published by Alchemy Publishers,
India (2004) 2004.
• The first book titled Economic Con
Game, Development fact or Fiction
was published by Pelanduk
Publications (Malaysia) in 2002.
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REFUNDS UNDER GST

T

ime limit for filing refund
claim Any person claiming
the refund of the GST tax, or
the interest paid should make an
application within a period of two
years from the relevant date using
the Form GST RFD-01
electronically. There are a total of
10 Forms under GST Refund.
Refund of unutilized input tax
credit can be claimed in the
following two cases under GST:
1. Unutilized input tax credit on
zero-rated goods/services on
which no payment of tax was
made can be claimed as refund.
2. Accumulation of unutilized ITC
due to higher tax rate on inputs
than the output supplies

Most Taxpayers &
Tax Practitioners
struggle around this
provision of the GST
Regime - GST
Refunds. Despite being
so important it remains
to be a tedious task &
requires a deep
understanding of the
entire concept.
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There are many cases where
refund can be claimed. Here are
some of them • Excess payment of tax is made
due to mistake or omission.
• Dealer Exports (including
deemed export) goods/services
under claim of rebate or Refund
• ITC accumulation due to output
being tax exempt or nil-rated
• Refund of tax paid on purchases
made by Embassies or UN
bodies
• Tax Refund for International
Tourists
Finalization of provisional
assessment. There are various
other situations where the GST
Refund claim may be ineligible &
yet allowed.
Similarly, there may be situations
where the refunds are eligible & yet
not be allowed under special
circumstances. These are
exceptional cases & need to be
treated differently by the taxpayers.
M o s t Ta x p a y e r s & Ta x
Practitioners struggle around
this provision of the GST
Regime - GST Refunds. Despite
being so important it remains to
be a tedious task & requires a
deep understanding of the
entire concept.

GST Refund claim is vital for
businesses to avoid any loss of
funds through taxes.
Neha Ahuja, Advocate
• Working as an Advocate in the field of Tax,
Intellectual Property, Capital Markets &
Securities, Anti-Corruption, Investigation,
Manufacturing, Consumer Products,
Industrial Products & Durables,
C o m m u n i c a t i o n s ( Te l e c o m &
Broadcasting), Energy (Power, Coal, Oil &
Gas),Mining, Civil and Criminal litigation.
Specialized in Criminal Litigation.
• Consulting various law firms in India.
• Regular faculty at Jai Hind College of
Commerce and Science for the subject of
Law. Lectures given on the following Acts
and Bills:
Contract Law, 1872, Companies Act,
2013, Reserve Bank of India Act, 1934,
Banking Regulation Act 1949, Negotiable
Instruments Act 1881, Indian Insurance
Act 1938, IRDA Act 1999, Consumer
Protection Act, 1986, Ombudsmen Act
1975,Indian Stamp Act 1899, Indian
Registration Act 1908, Lokpal and
Lokayukta Bill.
• Worked as a Constitutional expert on
several books published by Lexis Nexis
namely “India Needs GST” 3rd Edition.
Also, written textbooks at college level on
the subject of IPR & Cyber Law published
by Vipul Prakashan.
• Editor for Law Textbooks on the subject of
Contract Law, 1872 and Negotiable
Instrument Act 1881 published by
Reliable Publication.
• On the panel as a Legal Committee
member to social clubs such as the
Cricket Club of India.
• Completed her Bachelors in Banking and
Insurance (BBI). There after obtained a
Masters degree in Commerce (Mcom)
and then completed Legum
Baccalaureus (LLB) and LLM.
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ARTIFICIAL INTELLIGENCE AND IP

A

rtificial Intelligence (AI)
technology has revolutionised
various aspects of our life and
is all set to do the same within the
world of intellectual property. AI is
increasingly the key to important
innovations across all segments of
the society, manifesting itself in
various applications.

uses AI technology. Has it ever
occurred to you that how two
individual log-ins in Netflix at the
same time would be offered different
movie recommendations. It may
seem that it based on algorithms but
majorly is dependant on AI integrated
into the system. That’s just one
instance of AI we use on everyday
basis. Some other examples can be
Spotify using AI to offer you
recommendations based on your
previous listening habits, product
recommendation on Amazon, google
predicative searched and email filters
in Gmail.

Artificial Intelligence is a branch of
computer science which deals in
building smart machines capable of
performing tasks which normally
require human intelligence. To put in
simple terms, artificial intelligence
means the ability of a machine to
think and act humanly & rationally. AI
is machine which can mirror thought
process, reasoning & behaviour of
human.

Based on its capabilities, AI can be
divided into two types: Artificial
Narrow Intelligence (ANI) and Artificial
General Intelligence (AGI).

The era of AI that began with visionary
mathematician Norbert is fast
growing. Today we see AI being used
in every and any field be it
automobiles, healthcare, aviation,
finance, entertainment, education,
heavy industries and so on. We are
constantly surrounded by AI
technology in our daily lives. Without
even realizing, we interact and are
dependent on AI based products &
services. Netflix, the world’s most
popular subscription-based video
streaming offered worldwide also

Artificial Narrow intelligence is goal
oriented, designed to perform
singular task like facial recognition or
voice assistant. ANI is the type of AI
we have successfully realized to date.
Narrow AI doesn’t mimic or replicate
human intelligence, it merely
simulates human behaviour based on
a narrow range of parameters and
contexts. Some examples of narrow
AI can be siri virtual assistant on
iPhones, recommendation engines
that suggest products based on
previous purchases.
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Artificial general intelligence (AGI)is
the concept of a machine with general
intelligence that mimics human
intelligence and/or behaviours, with
the ability to learn and apply its
intelligence to solve any problem. AGI
can think, understand, and act in a
way that is indistinguishable from that
of a human in any given situation. We
have not yet achieved this kind of AI.
To succeed, AI researches need to
find a way to make the machine
conscious, programming a full set of
cognitive abilities. Machines would
have to take experiential learning to
the next level, not just improving
efficiency on singular tasks, but
gaining the ability to apply experiential
knowledge to a wider range of
different problems.
AI is the future. Its just about time
when all activities would be performed
using AI. However, there is an ongoing
debate whether artificial intelligence is
boon or curse. Though AI has a lot of
advantages like capability to finish a
task faster, more accuracy, at the
same time there is lingering danger to
human jobs. AI will be replacing
human at various jobs. The positive
option would be of AI and humans
working together.
The legal implications of AI technology
are complex and constantly evolving.
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All industries are in a race to
incorporate artificial intelligence
technology in their functioning in more
than one way. This leads to a need for
them to protect their AI technology
using relevant intellectual property
rights as to have edge over their
competitors in the market. Just like
artificial intelligence is giving a run to
humans for their jobs, it has also
created a havoc in world of IP.

AI is the future. Its
just about time when
all activities would
be performed using
AI. However, there is
an ongoing debate
whether artificial
intelligence is boon
or curse. Though AI
has a lot of
advantages like
capability to finish a
task faster, more
accuracy, at the same
time there is
lingering danger to
human jobs. AI will
be replacing human
at various jobs. The
positive option
would be of AI and
humans working
together.
Copyright protection is available for
original literary work and literary work
consists of software programme.
Artificial Intelligence mainly consists of
software which makes it copyright
protect able. Section 22 of Copyright
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Act makes it clear that copyright
subsists in work from it is created
which means the moment the code is
written, copyright protection is in
force. However, copyright only
protects the source code and not
algorithm.
The main problem arises as to
copyright for work created by AI. The
question being can copyright be
granted to AI. According to section 17
of Indian copyright act, author is first
owner of copyright. For ownership of
any copyrighted work, person should
fall within ambit of an ‘author’. Section
2(d) defines author in case of literary,
dramatic work, musical or artistic
work which is computer generated is
person who caused the work to be
created. Going literally by the
definition, author would be AI. But use
of the word ‘person’ entails it to be
human or legal person, AI is neither.
This is complex situation as AI is not a
legal person. Thus, the copyright law
is not inclusive of AI technology. Thus,
when it comes to work created by
artificial intelligence, their authorship
is still inconclusive under Indian
Copyright Act.
Patents are granted for new or novel
inventions. For an invention to be
granted a patent, it should fulfil the
conditions of invention and
patentability. The conditions of
inventions are follows: it should be
new, involve inventive step and have
industrial application. Patentability
means it should not fall within ambit of
non-patentable specified in section 3
& 4 of Indian Patent Act. AI would
satisfy the conditions of inventions but
the issue is conditions of patent ability.
Section 3 of the Patent Act states
what all are not inventions, listing all
that cannot be considered as
invention and hence cannot be
protected as patents. Section 4 states
that inventions relating to atomic
energy cannot be patented. Section
3(k) of Indian patent act considers
computer programs, mathematical
formula and business methods as
non-patentable. Going by it, AI which
is computer program cannot be
patented. However, there is an
exception to section 3(k) which states
that software coupled with hardware

can be patented. In essence section
3(k) prohibits patenting software per
se. The exception makes way for AI
technology coupled with hardware to
be patented.
As algorithms became more refined
and human intervention decreasing,
the actual inventor of invention of AI
become uncertain. Identifying the true
and first inventor of the invention is
important for the application process.
The million-dollar question in this case
is can AI be considered as inventor
when it is the technology, and not the
human, that created the invention
which is patent able. Section 6 of
Indian Patent Act states that
application can be made by true and
first inventor or his assignee. Reading
of section of sec 2(1)(p) which defines
‘Patentee’ as the person for the time
being entered on the register as the
grantee or proprietor of the patent,
section 2(1)(s) which defines ‘person’
to include government and section
2(1)(y) which defines ‘true and first
inventor’ as notto include either the
first importer of an invention into India,
or a person to whom an invention is
first communicated from outside
India, it can be concluded that human
intervention is required for invention to
be considered patent able.
There is no denying that AI is without a
doubt growing progressively each
day. AI technology is silhouette for
future innovations. The penetration of
AI technologies like self-driven cars,
robots and full automated machines is
expected to increase with passage of
time. As result the dependency on this
technology will increase. It is
imperative to provide strong
protection in form of IPs to AI. This will
only be possible if the regulators
widen the ambit of the current IPs
laws to include AI. Alongside it is
crucial to decide on ownership of AI
created inventions, as AI is neither
natural or legal person.

Devansh Shah, a Cybersecurity advisor
to Prism Cybersoft Private Limited. He
specializes in Cybersecurity of Web
Applications including Penetration
Testing and auditing. He advises for our
full stack applications development.
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FRAMEWORK FOR AIRCRAFT OPERATING LEASE AT
INTERNATIONAL FINANCIAL SERVICES CENTRES (“IFSC”)
This is our thirty-fifth release in the series
of awareness articles on IFSC
1.0 Synopsis of the previous release
In our last releases, we had discussed about
Framework for enabling Ancillary services at
International Financial Services Centres (“IFSC”).
2.0 Coverage in the current release
The International Financial Services Centres Authority
(IFSCA) in order to facilitate setting up of the Aircraft
Leasing business in IFSCs in India, provides the
framework for enabling aircraft operating lease vide
circular no. F.No. 28/IFSCA/ALF/2020-21 dated
February 19, 2021.
3.1 Applicability
This framework shall apply to all the entities engaging
in one or more of the permissible activities:
A lessor in IFSCs is permitted to undertake the
following activities(I) Operating lease for an aircraft lease arrangement
including sale and lease back, purchase, novation,
transfer, assignment and such other similar
transactions in relation to aircraft lease;
(ii) Any other related activity with the prior approval of
the IFSCA
4.1 Registration of Lessor
• Who shall be considered as a ‘lessor’under
this framework:
For the purpose of this framework “lessor” shall mean
an entity304

(i) engaged in the business of providing aircraft or
helicopter and engines of aircraft or helicopter or
any other part thereof under an operating lease,
and;
(ii) is registered with the IFSCA in accordance with this
framework.

The entity shall set-up operations in
an IFSC in India by way of a Company
or a Limited Liability Partnership or a
Trust or in any other form as may be
specified by the IFSCA.
• Registration of lessor:
(i) No applicant shall act as a lessor in an IFSC in India
unless it has obtained a certificate of registration
from the IFSCA under this framework.
(ii) An applicant desirous to act as a lessor and eligible
under this framework to undertake permissible
activities shall apply to IFSCA in the specified
application form.
5.1 Eligibility Criteria for Applicant
An applicant entity desirous of setting-up operations in
IFSCs as a lessor and undertake permissible activities
shall meet the following eligibility criteria:
(I) The entity shall set-up operations in an IFSC in India
by way of a Company or a Limited Liability Partnership
or a Trust or in any other form as may be specified by
the IFSCA.
(ii) The person(s) in control of the aforesaid entity shall
be located in a Financial Action Task Force
compliant jurisdiction.
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(iii) The entity shall deploy resources in such IFSC
commensurate with the business operations under
this framework.
(iv) The entity shall comply with capital requirement as
required under this framework.
6.1 Capital Requirement
(I) A minimum capital of USD 2,00,000 or its
equivalent in freely convertible foreign currency, is
to be maintained at all times by the entity;
(ii) If required, as a risk management measure, IFSCA
may prescribe maintenance of additional capital,
based on the nature and scale of business of the
entity.
7.1 Operational Compliances to be complied
with
• Currency for conduct of business:
Lessors shall transact in freely convertible foreign
currency only. However, the lessors may defray their
administrative expenses in INR by maintaining a
separate INR account.
• Fees
Following fees is applicable for registration under this
framework:

Particular
Application Fee
Registration Fee
Annual Fee

Fee
USD 1000 (one time )
USD 5,000(one time )
USD 3,000 (second
year onwards )

Further, these fees and charges may differ and
specified from time to time by IFSCA.
• Maintenance of Books of Accounts, Records
and Documents
Every lessor shall maintain its books of accounts,
records, and documents as may be required. The
books of accounts and other financial information shall
be maintained in such foreign currency, as may be
declared at the time of making the application.
• Submissions of Report / Information
(I) Every lessor shall furnish the following information
to the IFSCA within 15 days from the finalization of
annual financial statements:
a. Annual financial statements.
b. Confirmation of compliance with the
regulations, circulars, guidelines and directions
issued by the IFSCA for the permissible
activities in the IFSCs.
c. Confirmation of compliance with capital
requirement and details thereof.
d. Details of material regulatory action, if any,
against the entity or persons(s) controlling the
entity.
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(ii) Every lessor registered under this framework shall
submit all the financial information to the IFSCA in
USD, unless otherwise specified.
(iii) The IFSCA from time to time may call for any
information, documents, or records as it may deem
necessary from the lessor.
• Compliance with Other Requirements
Every lessor shall comply with all other applicable
statutory obligations, regulatory requirements,
standards, policies, directions and guidelines.
• Action in Case of Default
If a lessor fails to fulfil the conditions subject to which
the registration is granted, the IFSCA may take any
action as it may deem fit, after giving an opportunity of
making submissions, if any.
• Power to remove difficulties, specify
procedures and issue clarification
For the purpose of implementation of this framework
and matters incidental thereto, or in order to facilitate
and regulate the permissible activities, the IFSCA may
specify the necessary norms, procedures, processes,
manners and may also provide necessary relaxations.
8.1 Conclusion
International Financial Services Centres Authority has
treated ‘Aircraft Lease’ as ‘financial product’ which
includes any hybrid of operating and financial lease of
aircraft or helicopter and engines of aircraft or
helicopter or any other part thereof.
This will enlarge the projected market size of the
aircraft operating lease business in IFSCs in India and
thus it is crucial for the development of self-reliant
aviation industry and shall also help in creating
aspirational jobs in aviation finance as well.
For more information & queries, please contact
JPNR Corporate Consultants Private Limited
505, Haute Street, 86A, Topsia Road, Kolkata-700046.
Roshan Kumar Bajaj [FCA, CIFRS]
He is a Director in JPNR Corporate Consultants Private Limited
which is a business advisory and consultancy company,
incorporated under Companies Act, 2013. The company is
engaged in providing services related to Goods and Services
Tax, advisory services to International Financial Service Centre
[Gujarat International Finance Tec-City
(GIFT)]. During his association with Deloitte
earlier, he has gained rich experience in
providing Audit and Assurance services to
various large Corporate including Telecom,
FMCG, Cement, Consumer Appliances,
Port, Healthcare, Hospitality sectors, Steel,
Mining etc. He has expertise in providing
The article is
services relating to IFRS and Ind-AS also
co-authored by
and has handled domestic and international
CS Jhalak Jain
projects for the same. He also contributes
to various articles relating to his domain.
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ALETHEIAA LEGAL
SIMPLIFYING PREVENTION
OF SEXUAL HARASSMENT AT WORK

I

n today’s world, women occupy
positions in the higher echelons
of the government. They are
CEOs at private and public sector
enterprises, manage NGOs, are
respected teachers, professors,
lawyers, doctors, defense
personnel, world renowned
athletes and the list goes on. It is,
however, disturbing to hear
frequent instances of women facing
sexual harassment at the
workplace, universally.
In recent times, the #MeToo
movement has garnered a lot of
momentum. Women across the
globe are mustering courage to
s h a re i n s t a n c e s o f s e x u a l
harassment by their co-workers,
supervisors, managers and
sometimes even their clients. They
take the risk of being ridiculed, even
face embarrassment or legal
retaliation at the hands of people
questioning their motive.
It was with the intention to
safeguard the dignity of women and
address the growing instances of
sexual harassment, that the
Supreme Court of India, in the
absence of any judicial legislative
measures, laid down the Vishaka
guidelines in the landmark judge
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-ment of Vishaka v. State of
1
Rajasthan . The Vishaka case
involved a woman social worker
employed with the rural
development programme of the
Government of Rajasthan, who
was brutally gang raped on account
of her efforts to curb the then
prevalent practice of child marriage.
At this time, women’s rights
activists and lawyers filed a public
interest litigation in the Supreme
Court under the banner of Vishaka
to raise concerns regarding the
safety and security of women in
their working environment. Sexual
Harassment was seen as a grave
violation of the Fundamental Right
to Equality under Articles 14 and
15, Right to practice any profession
under Article 19 (1) (g) and Right to
life and dignity as envisaged under
Article 21 of the Constitution of
India. In this landmark judgement,
the Supreme Court of India, made it
mandatory for all employers with
ten (10) or more employees to set
up a mechanism to redress
grievances relating to sexual
harassment at workplace. It was
the Vishaka case that laid the
foundation for the enactment of
India’s first legislation dealing with
sexual harassment at workplace
i.e., “Sexual Harassment of

Wo m e n a t Wo r k p l a c e
(Prevention, Prohibition and
Redressal) Act, 2013” (“POSH
Act”/ “Act”) which was enacted 16
years after the Vishaka case.
In this article, we shall put forth
the salient definitions, features
of the Act and also provide our
recommendations on how best
to enforce and give effect to the
Act.
Sexual Harassment: It was in the
Vishaka case that the term “Sexual
Harassment” was defined for the
first time. The Supreme Court
provided an expansive definition to
not only cover physical harassment
but also instances of visual and
verbal sexual harassment. The
definition also included instances of
women refusing to succumb to
requests of sexual nature raised by
the supervisors which adversely
affected the women’s employment
and created an intimidating or
hostile work environment.
A g g r i e v e d Wo m a n a n d
Respondent: The Act currently
applies only to women. It is,
however, open to entities to adopt a
gender-neutral POSH policy that is
applicable to all genders. Under the
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2

POSH Act, an Aggrieved Woman
has been defined to include a
woman of any age, whether
employed or not, who alleges to
have been subjected to any act of
Sexual Harassment in relation to
the Workplace. It is, noteworthy
that an Aggrieved Woman under
3
the Act can either be an Employee
who includes a co-worker, trainee,
probationer, contract worker,
apprentice or a client or visitor. A
4
Respondent has been defined to
mean a person against whom the
Aggrieved Woman has made a
complaint of Sexual Harassment.
Workplace: The definition of
Workplace has undergone change.
Previously, “Workplace” was
restricted to the physical workplace
or offices that the Employees visited
arising out of or during the course of
employment. In the current
scenario with the pandemic, the
concept of extended workplace
has been introduced which brings
within its purview, work from home
and virtual platforms.
Internal Committee: One of the
salient features of the POSH Act is
that it mandates establishing a
grievance redressal mechanism in
the form of an Internal Committee
(IC) for organizations having 10 or
more employees. The principal role
of the IC is to deal with cases of
Sexual Harassment in an impartial,
fair and dispassionate manner. The
members of the IC must be
approachable, sensitive and
credible members of the Company.
They should be trained and familiar
with the provisions of the POSH
Act. The IC must comprise of an
External Member who is either from
an NGO, an association or a lawyer
experienced in dealing with matters
of Sexual Harassment. An External
Member in the IC is paramount for
successful implementation of the
provisions of the POSH Act and
applicability of the principles of
natural justice.
Complaint: The statutory timeline
for the Aggrieved Woman to file a
307

written complaint under the Act is 3
months from the incident of Sexual
Harassment. Where the Aggrieved
Woman is a victim of repeated
incidents of Sexual Harassment
then the complaint has to be filed
within three (3) months from the last
incident. This period can be further
extended by the IC, if in its
discretion, the Aggrieved Woman
had justifiable reasons. Anonymous
and oral complaints are not
permitted under the Act.
Conciliation Process: Under the
Act, an Aggrieved Woman has a
choice to either request for an
inquiry against the Respondent or
opt for conciliation. In a conciliation
process, the Aggrieved Woman
can inform the Respondent about
his objectionable behaviour and put
forward her terms of settlement. In
a conciliation process, monetary
settlement cannot be a basis for
resolution. The Aggrieved Woman
could ask the Respondent to
provide a written apology or an
undertaking refraining from such
behaviour in future. In order to
ensure speedy justice, the
conciliation process has to be
completed within 15 days of receipt
of the complaint. It is imperative to
note that the choice to select
between an inquiry or conciliation is
solely that of the Aggrieved Woman
and the IC shall not influence her.
Conducting an Enquiry: The IC
will initiate an Enquiry upon
receiving a request from the
Aggrieved Woman where she
directly opts for enquiry or if the
conciliation process fails or the
Respondent violates the terms of
settlement. The IC has to ensure
that the inquiry process is
completed within a period of 90
days from receipt of the complaint.
This is a statutory time period
provided under the Act and cannot
be extended under any
circumstances.
IC members have powers of a Civil
Court, they can summon witnesses
and ask for additional evidence.
The IC must adopt an empathetic

attitude and shall treat both parties
fairly, equally and provide an
opportunity to be heard. The IC has
to adhere to timelines as envisaged
under the POSH Act to avoid
protracted enquiries. The IC should
provide copies of the complaint,
written statement, statement of all
witnesses to both the parties and
permit them to cross examine the
witnesses. All communications
have to be in writing and records of
all meetings have to be maintained
by the IC.
Confidentiality: While conducting
the enquiry, the IC must ensure that
content of the complaint, identity
and address of the Aggrieved
Woman, Respondent, witnesses,
recommendations of the IC are all
kept confidential. Breach of
confidentiality is an offence under
t h e P O S H A c t . To e n s u re
confidentiality the IC should ask all
members of the IC and all parties
involved in the inquiry to sign a nondisclosure agreement. Additionally,
breach of confidentiality should also
be punishable under the service
rules.
Punishment / malafide
complaint: While conducting the
enquiry, the IC must provide interim
relief to the Aggrieved Woman as
provided under the Act. If upon
conducting the enquiry, the
Respondent is found guilty of the
offence of Sexual Harassment, the
IC should initiate action as
stipulated in the Service rules of the
Company or as provided in the Act.
The punishment that can be
accorded to a Respondent under
the Act varies from a written
apology, warning, withholding of
promotion, withholding pay rise
and in severe cases it could lead to
termination of employment. The IC
must ensure that the degree of
punishment accorded to the
Respondent is equivalent to the
magnitude of offence committed.
The IC also has the powers to pay
compensation to the Aggrieved
woman based on certain factors
specified in the POSH Act. On the
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contrary, if the IC concludes based
on cogent evidence that the
Aggrieved woman has filed a
malicious/fraudulent complaint
then the IC can impose the same
punishment on the Aggrieved
Woman as they would have upon
the Respondent if found guilty. It is
notable that mere inability to
corroborate a complaint with
substantial evidence will not make
the complaint fraudulent or
malicious.
Inquiry report: The IC has to
scrutinize the evidence and
examine the facts at hand in a
pragmatic and rational manner and
then give its recommendations to
the Employer in the form of the
Inquiry report. The Inquiry report
along with the recommendations
have to be submitted to the
employer within ten (10) days of
completion of the Inquiry. The Act
mandates the Employer to
implement the recommendations
of the IC within sixty (60) days of
receipt of the Inquiry report.
Duties of the Employer: It is the
duty of the Employer to formulate,
adopt and widely disseminate an
internal policy for prohibition,
prevention and redressal of sexual
harassment at workplace. The
Employer is duty-bound to organize
workshops/trainings at regular
intervals to sensitize Employees on
issues relating to Sexual
Harassment. The Employer shall
conduct orientations for the
members of the IC to enable them
to handle cases in a sensitive and
proactive manner. It is also
imperative for the Employer to
assist the Complainant in lodging
FIR or initiating action under the IPC
against the Respondent or a third
party who has committed an act of
Sexual Harassment.
Appeal: If the Aggrieved Woman or
the Respondent is not pleased with
the decision of the IC then they may
prefer an appeal, within ninety (90)
days from the recommendations,
before the appellate authority
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notified under clause (a) of section 2
of the Industrial Employment
(Standing Order) Act, 1946 or as
provided in the POSH policy.
Non-Compliance: Failure to set
up an Internal Committee as
mandated by the Act attracts a
penalty of INR 50,000 and repeated
offence could result in cancellation
of the license to do business.

It is time for the
legislature to
reexamine the
provisions of the
POSH Act and
amend it to become
more progressive in
the context of the
ever-changing facets
of society.
Suggestions: While, the POSH
Act, is a step in the right direction, a
lot needs to be done to effectively
implement and enforce the Act. The
Government in India sIn recent
times, cases of sexual harassment
against men and third gender have
been reported. It is time to amend
the POSH Act to make it gender
neutral such that it applies to all
genders. Sexual Harassment as
recognized in Vishaka case is a
violation of the Fundamental Rights
guaranteed to all citizens of India
under Articles 14, 15, 19(1) (g) and
21. Accordingly, each and every
citizen of India, without any
exception should be safeguarded
against the horrifying experience of
Sexual Harassment. Furthermore,
the timelines for filing a complaint
within the POSH Act should be
reevaluated. A victim of Sexual
Harassment needs to muster
courage to be able to recount the
harrowing incident and have faith in
the IC to deliver justice. This is a
long process and the statutory

timelines under the Act which are
mere technicalities should not be
misused to violate her fundamental
rights. Furthermore, as seen in
recent events, the defense of civil
and criminal defamation should not
be allowed to be used as a shield by
the perpetrators to strike a blow to
the victim who is already fighting
against injustice.
It is time for the legislature to
reexamine the provisions of the
POSH Act and amend it to become
more progressive in the context of
the ever-changing facets of society.

1.
2.
3.
4.

1997 6 SCC 241: AIR 1997 SC 3011
Section 2 (a) of the POSH Act.
Section 2(f) of the POSH Act.
Section 2 (m) of the POSH Act.
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RE-ENGINEERING EDUCATION ECOSYSTEM: THE ROAD
AHEAD IN THE ERA OF DIGITAL TRANSFORMATION

I

n many parts of India, Covid has
altered nearly every aspect of
our lives - the way we work,
socialize and educate our kids.
With school shutdowns and partial
reopening’s, we wonder on what
the future of education will look
like. How the virus is exposing
divides within education, the
opportunities for new ways of
learning, and how schools,
p a re n t s a n d t e a c h e r s a re
responding. What are we seeing in
our communities?
To prepare future-ready students,
schools must embrace and seize
technology’s potential to make
their learning experiences more
engaging. Instruction can come
through a variety of digital
pathways that students can
access anywhere, any time, and at
any pace. Digital integration
means access to the right device
for learning and the adoption of
virtual learning models. It also
means incorporating digital
resources like online collaborative
tools and e-textbooks.
The social network connected,
and tech-savvy kids will not
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tolerate the one-size-fits-all mass
production structures that limit
learning to particular times and
places and conventions. The
potential of learning anywhere,
anytime, “any path, any pace” is
the way forward. Future learning
will be a combination of learning at
school, virtual learning, learning at
home, and in the community.
Virtual learning is becoming the
norm.
We cannot control access to
information by the young and
recognize that once existing
boundaries no longer exist.
Children need role models and
adult guidance and connections
even more than in the predigital era, but the role of adults
is different, it is more about
facilitating understanding, raising
questions, and designing
engaging tasks that produce
learning than lecturing and
instructing.
Both school and higher education
educators are coming to realize
the benefits of technology in the
classroom. Covid fast tracked one
of the last industries -education, to

make extensive change, holding
on to antiquated methods and
practices. Digital transformation
and the rise of educational
technology has seen teachers at
all levels make drastic changes to
their way of instruction, testing,
even the future physical make-up
of classrooms.
The current digital trends making
headlines in education by
impacting student learning are:
Personalized Learning
Sal Khan, the founder of Khan
Academy, defines personalization
by pace. He described it as “It's
about every student getting to
remediate if necessary or
accelerate if they can."
Personalized learning structures
empower teachers and students
to take charge of their education
experiences. In student-centered
classrooms, students learn at their
own pace, in a way that matches
their own needs and interests. We
can see several apps / startups in
this space. The rise of the ed-tech
giants who are able to personalize
learning more now than ever.
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From the kind of curriculum CBSE, ICSE etc.- education can
be tailor-made to suit each
individual. Hybrid learning or
blended learning approach gives
more responsibility to the student,
as it involves less direct instruction
from the teacher and more
discovery-based methods of
learning. Blended learning is an
example of how students can
control certain elements of their
learning by making decisions
about things like where and at
what pace they move through
material. Adaptive learning is
similar to blended in that it, too,
allows students to make decisions
about things like the timeframe
and path of their learning.
Adaptive learning technology
collects information about student
behavior as they’re answering
questions, and then subsequently
uses that information to provide
instant feedback in order to
adjust the learning experience
accordingly. Educational tools
continuously analyze student data
in real-time and make split second
decisions based on that data. It
automatically changes what
comes next in a sequence, be it
altered content or a different order
of skills, in response to how a
student is performing.
VR (Vir tual Reality)/ AR
(Augmented Reality)/ XR
(Extended Reality)
In recent years, virtual and
augmented reality (AR / VR) has
risen to be one of the most exciting
p ro s p e c t s t o re v o l u t i o n i z e
education. Also known collectively
as extended reality (XR), the
technology has seen many early
adopters. Gone are the days
where students are expected to sit
quietly at their desks. Educational
technology is succeeding in
making learning collaborative and
interactive. Augmented, virtual,
and mixed reality are examples of
transformative technology that
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enhance teacher instruction while
simultaneously creating immersive
lessons that are fun and engaging
for the student. Virtual reality has
the capability of bringing the
outside world into the classroom
and vice versa. One of the most
commonly asked questions on
this subject is…. why bother with
AR or VR? Why not just watch an
educational film? Both AR and VR
excel on interactivity that a
traditional video fails to capture.
VR is something that must be
experienced in order to better
understand. Simply saying it is
very immersive does not fully
describe the otherworldly
connection given by that
technology. On the other hand, AR
can be easier to comprehend
since the experience still relies on
interacting with our physical world.
Learning Spaces Redesigned
Today if we walk into even
an affordable private school
classroom in any part of the
country you won’t find a chalk
board and rows of desk all pointing
toward the front of the room. What
you see are smartboards instead
of chalk boards smart desks
instead of benches and tables
inspired to create collaborativefriendly spaces to facilitate student
learning. Students are going on
virtual field trips instead of merely
reading from a text; they are
creating media instead of just
looking at it. The redesigned
learning space is filled with
integrated technology, which
means students aren’t just using
these things, but they are
understanding how to use them
in order to achieve a specific
goal. Moreover, some of these
learning spaces aren’t even in
the classroom. Colleges and
universities are creating more
informal campus learning spaces
because they understand the
importance of creating and
collaborating 24/7, not just when
class is in session.

Artificial Intelligence
AI might just be the single largest
technology revolution of our
lifetimes, with the potential to
disrupt almost all aspects of
human existence. With many
industries aggressively investing in
cognitive and AI solutions, global
investments are forecast to
achieve a CAGR of 50.1% to reach
USD 57.6 billion in 2021. Teachers
are often quite unable to decide
which methods of teaching will
resonate with the majority of their
students. AI can make these
decisions with less errors than
human beings.

We cannot control
access to information
by the young and
recognize that once
existing boundaries no
longer exist. Children
need role models and
adult guidance and
connections even more
than in the pre-digital
era, but the role of
adults is different, it is
more about facilitating
understanding, raising
questions, and
designing engaging
tasks that produce
learning than lecturing
and instructing.
It has been impossible to
objectively conclude how well a
student understands a subject
because we have limited human
power. Learning skill sets requires
students to grasp multiple
aspects. Hence, a fair assessment
FORUM VIEWS - APRIL 2021

should evaluate a student on both
their strengths and weaknesses.
However, the current assessment
models focus on an overall
dexterity, which isn’t really very
useful. Assessments should be
used to diagnose, not evaluate.
AI’s power can create fairer,
unbiased ways to assess
candidates by taking into account
all the limitations of fixed-format
exams, such as varying weightage
and the curriculum’s difficulty level.
AI can set our compass straight,
so we head in the right direction,
finally.
While AI may not ever be able to
truly replace human grading, it’s
getting pretty close.
AI can not only help teachers and
students create courses that are
customized to their needs, but it
can also provide feedback to both.
Some schools, especially those
with online offerings, are using AI
systems to monitor student
progress and to alert professors
when there might be an issue with
student performance. Technology
doesn’t aim to replace teachers,
only to complement them.
Gamification
Gamification is becoming
increasingly used in educational
settings for a number of reasons.
In short, it ‘makes the hard stuff
more fun’, helping to motivate
students and make them more
engaged with the subject matter.
The gamification theory in
education is that learners learn
best when they are also having
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fun. Not only this - they also learn
best when they have goals,
targets and achievements to
reach for, of course in a way the
learner still perceives as fun.

Technology
permeates a lot of
our day-to-day lives
- having changed
the way we live,
shop, work, play, eat,
meet people and
socialize.
Policymakers are
starting to explore
the potential
benefits of
technology in
education.
Because of the addictive features
of video games that intrigue
children and get them hooked, it’s
only natural that we see similar
engagement results when these
game-based elements are applied
to learning materials.
Technology permeates a lot of our
day-to-day lives - having changed
the way we live, shop, work, play,
eat, meet people and socialize.
Policymakers are starting to
explore the potential benefits of

technology in education. We’ve
also already known for some time
that taking something many
children love - games - and using
some of the features to support
learning has great benefits.
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CHANGING TRENDS IN
MANAGEMENT EDUCATION:
THE ROAD AHEAD IN
THE ERA OF DIGITAL TRANSFORMATION

T

he Indian digital ecosystem
has become vibrant with the
private players and tech
start-ups rising to the occasion
and challenges of COVID
pandemic. The less privileged
individuals in the remote areas can
as well have the access to 4G
internet. The government intent to
have the ‘last mile connectivity’
has presented opportunities of
innovation for the Edu-Tech
players for customizations.
The technological advancement in
management education which
had been taking at its own pace,
all of a sudden got acceleration
during the pandemic- acting as a
s t ro n g d r i v i n g f o rc e . T h e
educational institutions reacted
with survival instinct in this
situation for putting in place the
digital platform for online
education as well as conducting of
online proctored examinations.
Digital services have obliterated
the need for physical infrastructure
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in imparting quality management
education and serve the students
located in the remotest of the
areas, without worrying for the
challenges of putting in place the
physical infrastructure and the
staffing constraints, which hitherto
used to be a challenge.
Challenges of digital
transformation
The challenges of digital
transformation for educational
institutions besides others include
the infrastructure cost provision of
digital platform with video-audio
interactive set up for seamless
user experience ensuring
continuity, high-end resolutions
without any tech glitches and
without any compromise with
security aspects. The bandwidth
availability for the students in
different geographies, especially
the remote centres in the country,
nonetheless remain a challenge.
The tech advancements could
help in dynamical alignment with

the user bandwidth for ensuring
satisfactory video-audio user
experience. The increase in the
number of users obviously have
implications for the storage and
bandwidth costs. The devices like
context-aware encoding (CAE) are
helpful in addressing this
challenge of low bandwidth at
remote locations.
The sustainable digital transformation for education needs to rely
on a robust security protocol,
for keeping secured the online
learning platform, including
content security by using
encrypted HTTP live streaming
and digital rights management
technologies. This helps in
securing the learning content with
watermarks, token protection,
etc. The Edu-Tech players are
providing AI-based solutions on to
their platforms, with an intent to
streamline educational services.
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Better learning opportunities
The past research works have
emphasised that a multi-sensory
educational environment,
enhances learning and retention
amongst the students, when
compared with simple classroom
learning. Given this fact the digital
transformation in management
education could leverage this to its
advantage for delivering through
e ff e c t i v e o n l i n e e d u c a t i o n
channels. With the shift to an
online and blended mode of
p e d a g o g y, t h e a d v a n c e d
technologies leveraging in the
near future will unfold new forms of
blended management education
and fundamentally transform the
education system's structure.

The education
sector has started
using MOOCs
(Massive Open Online
Course) in which
online education for
unlimited
participation through
web is enabled and
one can find video
lectures, readings,
problem sets,
interactive sessions,
quizzes, assignments
etc. AICTE has been
encouraging the
faculty to register for
refresher courses on
MOOCs in different
topics. Digital
transformation has a
huge role in the future
of education.
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Government initiatives
The education sector has started
using MOOCs (Massive Open
Online Course) in which online
education for unlimited
participation through web is
enabled and one can find video
lectures, readings, problem sets,
interactive sessions, quizzes,
assignments etc. AICTE has been
encouraging the faculty to register
for refresher courses on MOOCs
in different topics. Digital
transformation has a huge role in
the future of education.
The budget 2021 announcements
highlighted setting up of a National
Digital Educational Architecture
(NDEAR) within the context of a
Digital First Mindset where the
Digital Architecture will not only
support teaching and learning
activities but also facilitate
educational planning, governance
and administrative activities of the
Centre and the States/ Union
Territories.
Alignment with Industry 4.0
requirements
Industry 4.0 is a common term
used to describe businesses
driven by AI, Machine Learning,
Automation, Robotics, Big Data,
Analytics, Cloud, IoT technologies
etc. The digital transformation
processes in the businesses have
been speeded up in the
pandemic. The Word Economic
Forum, in their report on the
‘Future of Jobs’ stated that the
fourth industrial revolution will
cause widespread disruption to
the existing business models, with
enormous change predicted in the
skill sets needed to thrive in the
new landscape. According to the
IFIM-NHRD Survey of 2019, the
successful future professionals will
be ‘T’ shaped professionals that
combine both-width in general
management areas and depth in
specialized areas. In this ‘T’, the

top bar represents the broad skills
such as the people skills, the
social skills, and an appreciation of
multifunctional capabilities and
how the functional area play
amongst each other, whereas the
pillar on which top bar rests,
represents in-depth knowledge
and skills in area of specialization.
Innovative and out-of-the-box
thinking has prompted students
to opt for various combinations
of subjects. Management
institutions like Jagdish Sheth
School of Management
(JAGSOM), Bengaluru,
emphasize on the curriculum need
to be individualized for the learning
style, pace and career through its
Bespoke curriculum and
grooming ‘T-shape professionals
aligned to Industry 4.0’ with a
focus on new age roles in the new
age industries. This involves an
optimal core courses, major &
minor along with ‘Practice’
courses and super specializations
to transform students to T-shaped
professionals. This B-school is
mentored by the Padma Bhushan
Awardee, Dr Jagdish Sheth,
globally renowned Indian
academician.
Vanishing of International
boundaries
Another important development
has been that the international
boundaries seem to be vanishing
in the higher education sector
as a result of the enhanced
digital transformation. This has
empowered and opened up many
avenues of collaborative and
interactive learning by diminishing
international boundaries. The
extensive use of digital
technologies like cloud, AI and IoT
will further proliferate to enhance
their impact aimed at better
learner outcomes.
The strong move towards digital
platforms has unleashed multiple
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opportunities of inter-linking
Business-Schools & Universities
globally and creating a shared
learning ecosystem, a muchneeded enabler for management
education space.

The digital
transformation in the
management
education sector,
hastened by the
pandemic will
progress rapidly.
This would enable
better learning
means and enhance
global
collaborations
amongst the expert
faculty in the
management
education sector.
In a challenging time of pandemic,
JAGSOM, successfully executed
global and domestic super
specializations in PGDM-Finance
for its students on the digital
platform in joint collaboration with
Faculty of ESCP-London and
Indian Institute of Banking &
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Finance respectively. JAGSOM,
besides tie up with ESCP-London
in the areas of Fintech &
Digital Transformation, also has
partnerships with Darden School
of Business in the area of Martech
and McCombs School of
Business, University of Texas for
Analytics.
Emphasis is more on experientiallearning through live projects and
learning through doing. JAGSOM
for its super specializations for
management students has
integrated in its curriculum, the
Request for Problems (RFPs) with
corporates. This was successfully
completed in 2020, on digital
platform working remotely by the
students. Immersive virtual reality
as teaching pedagogy enables
recreation of a real-life environment which facilitates complex
learning, which the traditional
learning methods face challenge.
Conclusion
The digital transformation in the
management education sector,
hastened by the pandemic will
progress rapidly. This would
enable better learning means and
enhance global collaborations
amongst the expert faculty in
the management education
sector. Further, the Government
proposed initiatives in the Union
Budget 2021 announcements
could be catalytic to the digital
transformation endeavours by

the individual management
institutions, including promoting
the enhanced academic
collaboration with foreign higher
educational institutions, through
proposed regulatory mechanisms.
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BROKING BUSINESS QUO VADIS

Dean

DR. V.R.
NARASIMHAN

SCHOOL OF CORPORATE GOVERNANCE
“The double-whammy of high regulatory
expectations and rapidly changing market dynamics
have made it unviable for traditional brokers.”
saidUttam Bagri, Chairman of the Bombay Stock
Exchange Brokers’ Forum (BBF) in the recent past.

the growth of investments in general and growth
of trading volumes and turnover on the stock
exchanges. The following data suggests that
market is growing.
Table 1 - Trends in growth of business

This is a concern that has to be examined in detail to
visualise future of broking business. This is the right
time to examine this question in view of disruptive
trading practices being followed by some of the new
generation brokers, increasing use of technology by
brokers as well as Market Infrastructure Institutions,
millennial generation turning into potential clients,
runaway growth of mutual funds, recent trends in
regulatory demands as a response to mischief of
some brokers etc.

Readers may refer to the statistics
relating to geographical spread of
deposit accounts displayed on
depository systems and Hand Book of
Statistics published by SEBI.As these
statistics are too dense, in the interest of
space, they are not reproduced.
While concern is well-placed, it is necessary to
answer certain questions to be able understand the
trajectory of broking industry.
1. Is the market growing?
a. Fortunes of broking industry is closely linked to
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Equity
derivatives

cash
Cash Market market
NSE
BSE NSE
BSE
daily
daily daily
daily
Period
turnover
trades trades turnover
Rs
in lks in lks RsCrs
in Crs
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20

20.72 60.81 4,333.44
15.84 56.38 2,680.71
12.82 53.35 2,195.10
56.6 2,078.34
14.47
29.26 71.87 3,517.88
16.67 72.62 2,996.31
15.8 77.49 4,025.24
14.58
97.7 4,402.31
12.68 111.89 3,127.38
12.11 86.42 2,553.92

daily
number
of
contracts
on NSE

14029.06 40,55,734
11023.11 47,25,668
10620.7 44,37,127
11013.68 50,36,958
16979.04 72,04,083
16615.62 82,29,845
19827.11 54,89,201
28371.87 75,05,406
31172.57 1,24,10,990
25060.58 1,44,07,954

(source: SEBI Handbook of Statistics)

b. The turnover and number of trades may increase
even if the existing clients, proprietary traders and
institutional traders intensify their trades. To clarify
this doubt, one may examine if number of
investors are increasing. This can be assessed
from growth in number of demat accounts as can
be seen from the following table.
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Table 2 - Growth in number of Demat Accounts
NSDL
CDSL
Total
Incremental
year (number (number number of
number
in
of in
accounts of accountscrores) crores) in crores
crores
2015
1.41
1.03
2.44
2016
1.5
1.17
2.67
0.23
2017
1.64
1.4
3.04
0.37
2018
1.76
1.66
3.42
0.38
2019
1.96
1.96
3.92
0.5
2020
2.09
2.89
4.98
1.06
(source: SEBI Handbook of Statistics)

c. The growth in number of demat accounts clearly
indicates that investors are getting added to the
market size. At the same time another question
comes up is if number of accounts in depository
system may grow without actually having any
balance in the account. To check that one may
examine the average value of assets held in a
demat account over a period of time from the
following table.
Table 3 - Average value in Demat Account
NSDL
CDSL
Average
Average
value
value
NSDL
CDSL
year
per
per
val in
val in
account
account
CR
CR
(Rsin Lks)
(Rs in lks)
2015 1435968 101.842 425081
4
2016 1513547 100.903 496620
4
2017 2156981 131.523 707619
5
2018 1958541 111.281 624020
4
2019 2057073 104.953 612161
3
2020 2661345 127.337 787168
3
(source: SEBI Handbook of Statistics)

One would observe that as the number of accounts
opened in CDSL are increasing exponentially, the
average value held per demat account is not
reducing.
The growth of the industry may also be examined
from the point of view of number of brokers getting
added or leaving the industry. The following table
gives a view on the trends in number of brokers in
equity segments.
Table 4 - Trends in total number of brokers
Number of
Number of
Period
brokers on BSE Brokers on NSE
2010-11
1,301
1,389
2011-12
1,375
1,421
2012-13
1,361
1,416
2013-14
1,396
1,316
2014-15
1,361
1,418
2015-16
1,364
1,324
2016-17
1,354
1,328
2017-18
1,314
1,318
2018-19
1,348
1,314
(source: SEBI Handbook of Statistics)

As can be seen from the above table, number of
brokers have been reducing over a period of time. It
may be noted that during the period after 2018-19,
there were a quite a few defaults by brokers (not to
the Exchange but to the clients due to which they
were expelled).The trends indicate that number of
brokers leaving the industry are more than the
number of brokers joining the industry. This only
suggests that broking business is not attracting new
entities.

The distortion in the average value held in a demat
account may be attributed to skewed holding of
institutional holdings with NSDL.

d. Interest in investment activity as such is also
growing as witnessed by growth in the mutual
fund industry. The growth in mutual fund industry
can be seen from the following table.

Table 4 - Net inflows in Mutual Fund industry
Net Inflows
Net Inflows
Net Inflows
during
during
during
2014 - 2015
2015 - 2016
2016 - 2017

Net Inflows
during
2017 - 2018

54,964
9,127
2,203
-8,294
-3,137
3,606
14,681
3,824
317

34,676
25,793
7,998
3,660
7,157
5,510
6,727
2,474

1,51,799
40,346
21,668
8,721
15,284
17,631
7,488
5,537

62,405
37,772
13,732
12,686
14,287
9,517
12,791
8,716

Net Inflows
during
FY 2018 - 2019
26,194
-6,148
10,851
-1,759
814
9,839
8,006
567

Net Inflows
during
FY 2019 -2020
(till Dec. 2019)
63,434
27,107
10,911
13,816
2,443
8,146
7,129
1,145
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1,252
888
966
435
-337
638
142
22,330
1,03,288

1,171
1,518
1,120
837
495
1,289
811
32,945
1,34,181

1,829
2,638
2,273
1,454
2,118
1,628
1,842
60,793
3,43,049

2,390
3,670
2,571
1,777
1,047
3,121
2,605
82,710
2,71,797

1,877
1,792
1,978
669
202
1,843
479
52,497
1,09,701

813
821
1,289
74
10
778
816
43,143
1,81,875

(Amount Rs in crores)

e. Readers may refer to the statistics relating to
geographical spread of deposit accounts
displayed on depository systems and Hand Book
of Statistics published by SEBI. As these statistics
are too dense, in the interest of space, they are not
reproduced.
From the Handbook of statistics, it is seen that
while cities and towns where trading activity has
settled traditionally has sustained or slightly
reduced as a percentage to total turnover, “others”
(other than the four metroes and other tier II cities)
have increased their market share. This gives the
impression that the trading culture has spread over
to other than traditionally well-known cities and
towns.
2. What are the trends in Revenue Accruals
I. There is a marked change in the quality of clients
which has lead to changes in business practices.
Today’s client looks at customised service,
technology based operations and service delivery,
research based information delivery, timely and
appropriate communication relating to
transactions on hand and so on; all this at
competitive price.
New generation brokers, old brokerage houses being
managed by new generation managers are
introducing newer practices, facilities and services to
clients and turning client expectations away from
traditional client experiences to newer client
experiences.
Traditional broking which established personal
equation with the clients and rendered personalised
service on friendly terms requires a thorough change.
A mere decade back, client used to pay for opening
account (stamp duty charges at least) and spend
own time, money and effort to complete KYC
formalities. Today, it is all broker’s cost.
Initial capital earlier was towards setting up a swanky
office, modern facilities for staff and technological
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infrastructure. Today, while a decent office and office
facilities are being created, the same investment in
technology is bringing in much more sophisticated
technology which helps cutting down cost of
operations and communications. For illustration,
brokers who can deploy E-KYC effectively are able to
on board clients with ease with negligible cost.
New generation brokers and old brokerages whose
technology has outlived their operational life are able
to renew their technological infrastructure with
multiplied capability. The brokerages which are about
8 to 15 years vintage are sandwiched between the
new brokerages and old (strong) brokerages. Such
brokerages need to review their business models and
approach to business.
Revenue models are based on “Zero brokerage for
delivery-based trades” “Rs 20 or 0.05% whichever is
lower” “free margin funding for 30 days” are all
frequently seen or heard service charges.
The following table (Table-5) shows the trends in
revenues for brokerages estimated on the following
assumptions:
• Brokerage in cash market at 10 bps of value of
trade.
• Rs 8 per contract - both options and futures
based on trades. Estimates are based on trading
data of only NSE.
• The estimates are done only equity cash markets
and equity derivative markets without considering
currency futures and commodity derivative
trading.
• Most of the Brokers are also Depository
Participants. As DPs they earn custody fee,
annual account maintenance fee and transaction
fee. However, it is not considered here in this table.
• Most brokers sell mutual funds as well. That
revenue is not considered in these estimates.
As the Exchange level turnover is increasing, total
revenue generated at industry level is also growing
over a period of time.
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Table 5 - Estimated total brokerage revenue at Exchange level
Period

2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20

NSE Turnover

BSE Turnover

NSE estimated
brokerage

BSE estimated
Brokerage

Rs.Crore
35,77,409.78
28,10,893.20
27,08,279.12
28,08,488.40
43,29,654.99
42,36,982.86
50,55,913.29
72,34,825.69
79,49,004.31
63,90,447.32

Rs.Crore
11,05,026.86
6,67,497.58
5,48,774.44
5,21,664.20
8,54,845.05
7,40,089.20
9,98,260.58
10,82,968.24
7,75,590.08
4,67,368.20

Rs.Crore
2,575.53
1,978.11
1,912.63
2,134.11
3,053.35
3,200.14
3,807.16
5,489.25
6,049.47
4,957.68

Rs.Crore
849.37
485.45
403.21
373.68
628.1
542.59
737.27
824.18
575.36
348

Estimated
derivative
brokerage
Rs.Crore
827.37
964.04
905.17
1027.54
1469.63
1678.89
1119.8
1531.1
2531.84
2939.22

Table -6 given below gives an estimate of average revenue per broker in the top 100 brokers and other brokers
based on the following:
i. The number of brokers on NSE and BSE is taken from SEBI handbook of statistics.
Table 6 - Estimate of average revenue per broker
Share of top
Share of top
Average for
Period
100 brokers
100 brokers
top 100 NSE
in NSE
in BSE
2010-11
261.3
2.61
53.35
2011-12
216.38
2.16
48.347
2012-13
209.03
2.09
39.237
2013-14
221.17
2.21
38.453
2014-15
344.03
3.44
66.575
2015-16
345.42
3.45
58.548
2016-17
413.14
4.13
83.674
2017-18
593.3
5.93
89.626
2018-19
681.16
6.81
65.53
2019-20
560.14
5.6
39.768

Average for
Average for
Average of
other
than
top
other
than top
top 100 in BSE
100 NSE
100 in BSE
0.53
0.07
0.05
0.48
0.05
0.01
0.39
0.05
0.01
0.38
0.05
0.01
0.67
0.07
0.01
0.59
0.06
0.01
0.84
0.08
0.01
0.9
0.11
0.02
0.66
0.09
0.01
0.4
0.07
0.01

(forthose in top 100 brokers and other than top 100 brokers)
(source of stats:SEBI Handbook of statistics) (All amounts are in RsCrore)

Observations from Table 5 and Table -6 above clearly
indicate that revenue for broking industry as such is
increasing over a period of time; earnings of top 100
brokerages is increasing but earnings of small
brokers (other than top 100) is not very encouraging.
It is necessary for brokerage firms to invest in
appropriate financial (for suitable technology), human
capital and brining in a thorough revamp in the
business processes.
3. Is broking business as an intermediary
relevant at all?
This is an inescapable question.
A.The traditional functions of extending operational
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assistance in posting trade and settlement of trade is
under doubt.
a.1. The following table relating to BSE will show the
trends in posting of trends:

Creativity and honest appreciation of
clients’ information requirements will give
that competitive edge to a willing broking
entity. Size of the firm or investment
requirements are not too intimidating for
implementing the client engagement
activity.

FORUM VIEWS - APRIL 2021

Table 7 - BSE mode of Trading trends (Cash Markets)
BSE
Period
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20

ALGO
16.5
11.2
11.8
8.8
8.6
8.2

Non-ALGO
56
50.3
53.9
47.4
42
36.5

Direct
Market
Access
0.6
0.6
0.2
0.1
0.1
0.1

FOW-NOW Co-location
3.5
4.2
3.4
3.6
2.9
2.5

15.4
23.6
21
28
32.3
38.4

Internet
Based
Trading
5.6
6.2
5.6
6.3
6.5
7

Mobile
0.5
1.1
1.9
3.1
5.1
5.9

Smart
Order
Routing
1.9
2.7
2.2
2.6
2.5
1.5

(forthose in top 100 brokers and other than top 100 brokers)
(source of stats:SEBI Handbook of statistics) (All amounts are in RsCrore)

a.2. The following table shows mode of trading (cash markets) in NSE.
Table 8 - Mode of Trading in cash Market NSE
NSE
Period
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20

ALGO

Non-ALGO

13.94
16.9
17.6
18.11
16.13
17.72
17.08
15.34
16.26
15.43

70.86
59.71
55.29
49.71
46.73
41.62
40.96
37.64
28.62
23.97

Direct
Market
Access
0.39
0.94
0.72
0.82
0.97
0.59
1.01
1.15
1.01
0.99

Co-location
4.5
11.48
13.55
17.2
21.79
24.01
23.16
24.67
28.16
31.15

Internet
Based
Trading
10.29
10.36
10.78
11.01
11.49
11.32
12.42
14.61
16.24
14.15

Mobile
0.01
0.06
0.35
0.65
1.09
2.16
3.48
5.06
8.6
13.01

Smart Order
Routing
0.01
0.55
1.71
2.51
2.27
2.59
1.9
1.52
1.11
1.29

Both at BSE and NSE, clearly there is an increasing
trend in Co-location trades, Algo trades, DMA trades,
Internet based trades and Mobile trades where client
places orders by itself. The ratio of non-algo trades
(taken as a proxy for broker punched orders) is
reducing.

B.The following services extended by brokers are a
very strong reason for their relevance:

b. It is a well-known fact that all settlements are done
electronically. The funds side technology has
improved by leaps and bounds and on securities
side also clients, brokers and MIIs are reaping
benefits of stable technology platforms.
c. Though clearing corporations have technological
capabilities and regulatory framework was created
for direct credit of funds and securities to clients
(investors), it has not caught the imagination of
clients as yet.

i. KYC function: With increased governmental focus
on Anti money laundering measures, KYC function
is very critical in on boarding a client into the
securities markets system. Brokers extend this
function; in this the critical part is ‘in person
verification’ and brokers may take enough care in
doing this ‘in person verification’.
ii. Product suitability test: This is an important
function that brokers perform. Whether the savings
product opted by the investor is suitable to its risk
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Therefore, broking firms should assess the right size
of office and staff for extending operational support to
clients.
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profile and risk appetite needs to be examined by
an informed intermediary and this function is
expected to be discharged by brokers. Already,
some investment advisors and sales staff of
brokers have started using sophisticated tools to
make this assessment. A broker who wants to
stay put in the industry and wants to be a part of
top 100 brokers, may have to adapt processes
that help investor decide product suitability. If the
tool or process is fool proof, investors’ faith in the
broking firm will improve and client loyalty will be
the outcome.
iii. Product knowledge and financial education:
Brokers discharge the function of extending
product knowledge and financial education.
Whatever be the information available on the
internet, investor has enormous ‘pre-investment’
anxiety and ‘post-investment’ anxiety which only
brokers can attend to.It is also a common
knowledge that investors enter an investment
without understanding the process/steps/issues
involved in exiting the investment. Brokers have
an important role to play here.As the markets are
expanding beyond the top few cities, brokers who
can give product knowledge in vernacular
language may have an upper hand. Even the
technology used for this purpose may also use
vernacular or regional language as a medium of
communication.
iv.First layer of risk absorption: Clearing
Corporations, Mutual Funds and investors expect
this function - though broker is not remunerated
for this. If and when shortage emerge in
settlement, if and when custodian rejects a trade
and investors commit errors of omission and
commission, they look at broker to absorb the
consequential risk. This function perhaps no one
else in the whole secondary market cycle can
absorb.
v. Transactional support: As the securities market is
expanding to towns outside of top few cities,
broking firms may have to handhold the client for
trading and settlement.
vi.Because of the above factors, clearly broking
business will stay relevant for some more time.
4. Can Technology substitute intermediation
services have offered by brokers?
Technology is the cornerstone today for any
‘service’. Any service has certain critical elements
like communication, authentication, delivery of
funds, delivery of service. Pre and post
consummation of a trade/transaction, periodic and
event based communication, etc which is virtually
now relegated to technology - be it email, phone call
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or messaging. Authentication is again technology
based in terms of OTP, sending links for
services/downloads, etc to registered email address
and so on. Financial transactions are increasing
digital; even street side vendor is using payment
technology. Unless service involves some physical
item and so long as service involves authorised
communication/confirmation, etc, it is all technology
today. Regulatory and legal systems are also geared
up to all this. Therefore, technology is corner stone
for service industry.
Though technology can subsume transactional
aspects and communication aspects of broking
business, legal obligations and accountability will
stay with the entity. As the legal accountability
towards client and regulator is linked to the entity,
broking entity cannot be wished away.
5. What can be done to make my broking entity
relevant and earn client expansion and
retention.
Client engagement is, perhaps, one of the most
powerful ways of achieving client expansion and
retention. Thankfully easy access to digital
technology and mobile devices in the hands of the
customer as receivers are very helpful in creating
and delivering content for meaningful and
constructive client engagement content.
Creativity and honest appreciation of clients’
information requirements will give that competitive
edge to a willing broking entity. Size of the firm or
investment requirements are not too intimidating for
implementing the client engagement activity.
Assessment of client informational requirements
All broking firms extend broking services and
depository participant services. In addition, services
like mutual fund transactional support service or
advisory services are also offered. With this gamut of
services, a firm will be in a position to understand
informational requirements of a client by closely
monitoring transactional behaviour of the client.
Broking firms may observe whether:
• Client regularly invests in IPOs or NFOs.
• Client holdings by industry/sector/company.
• Client sells equity holding but does not invest in
another scrip.
• Client sells equity holdings in one industry/sector
and moves into another industry/sector.
• Several other ‘big data analytics’ can be
performed without ‘big financial investments’ and
outcome of all that analytics will be directly
relevant to the business.
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Understand What Content client may need
The client engagement content that we send should
stand out distinctly and must make receive the
Attention of the recipient to open it, when opened it
should be Interesting to the receiver and finally
provoke action on it. Action could be in the form of
queries to elicit further information or straight away
take transactional decision. Therefore, our content
should be relevant, cogent, concise and constructive
from the client perspective. Emphasis should be to
avoid temptation to inform on what we have but
should be on give information that the client may
need.
Clients who have booked profits (which can be easily
assessed by the broker) search for alternative
investment opportunities. Extend informational help if
possible. It is quite possible that the alternatives may
not be served by the broking firm (may not result in
transactional value to the broking firm) but from a
client perspective useful information is given - a
constructive engagement strategy
Sources of relevant information
Both clients and service providers face the challenge
of how to gather actionable and relevant information;
thankfully broking firms need not invest in content
creation but may have to invest only in collating
information from publicly available authentic
information and package them in a way that client
can effectively use it
Value added engagement
Engagement with clients can be simple, intuitive and
ride on high-tech and with a high touch approach.
The content delivery should be in multiple formats use simple text message, show an animated power
point presentation with or without voice over, give
links to the specific product originator or use videos
recorded with experts on a given topic.
Based on the investor queries received and
imaginativeness of content creators, a question-andanswer series can be recorded in different formats
suggested above and served to the appropriate client
group.
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Video recordings of some of the clients who have
views on services rendered by the broking firm can as
well be offered on a one-on-one basis instead of bulk
email that land in spam folder.
Create a financial content engagement strategy.
A firm which has a created a comprehensive client
engagement strategy has higher probability to win.
The components of this strategy are (i) categorise
clients (ii) understanding client financial content
requirement per category (iii) gather financial
information (iv) create content as required in the most
appropriate format (v) filter the content and
presentations through compliance framework (vi) to
the extent possible deliver the content to specific mail
addresses/mobile numbers in a manner that it
becomes customised information and (vii) recalibrate
available technology resources within the firm or
invest and (viii) review the effectiveness of the process
and contentat frequent intervals by analysing client
behaviour as captured in the systems. Assessing
effectiveness should be very objective - for
illustration, if a client who has been given content on
new IPOs, check has that client invested in the next
IPO, and so on.
A methodical approach to Client engagement
through digital technology will be a profound
differentiator.
Conclusion
Broking business is clearly at crossroads. Firms with
‘fire in the belly’, ‘imaginative use of technology’ and
‘effective client engagement’ will sustain and remain
in the business. Tonnes of capital may not be required
but tonnes of focus and creativity are required.
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INVESTOR EDUCATION KEY TO INVESTOR
PROTECTION

Head

KHUSHRO
BULSARA

BSE'S INVESTOR PROTECTION FUND (IPF)
One thought that lingers in the
mind of each one of us- whether it
be a salaried person or an
entrepreneur or a freelancer or
artist, is how to become more
financially secured in this everdynamic world. In this direction,
each one of us tries their hands at
various investment avenues,
based on recommendations from
advisors, friends, colleagues etc..
Considering the different features
of every investment avenue, the
varied amount of risk and returns
embedded therein and our goals
and objectives, investing in the
‘right avenue’ while balancing
these various parameters is indeed
a difficult and perplexing task.
Unlike other investment avenues,
while investing in the Securities
market, one needs to have the
qualities of a prudent investor and
keep updated on the continuous
developments happening in the
society as well as the securities
market. The task becomes even
more challenging when
information is flowing from multiple
s o u rc e s t h a t h a v e v a r i e d
objectives. With the mushrooming
of social media platforms and a
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plethora of varied sources of
information, the investors can get
easily confused, especially when
researching on the information
before investing. Take the case of
mutual fund schemes. Today, there
are over 45 mutual funds with over
3500 mutual fund schemes in the
market! How is an investor
supposed to decide what he
wants and which scheme will
satisfy his investment needs? And
this is the state AFTER SEBI
introduced rules limiting the
number of schemes that a Mutual
Fund can have. The same is the
case with insurance policies.
Despite advances in technology
and increasing usage of social
media, a large number of people
including well educated
professionals are being misled by
scamsters who lure them towards
sham schemes with unrealistically
handsome returns.
Under these circumstances, it is of
paramount importance to know
the various rights an investor has,
while dealing in the securities
market. Every investor has
following rights:

Rights
• To receive trade intimation by
SMS / email from the Exchange
• To receive Contract Note from
the broker in the specified
format given by the Exchange
showing transaction price,
brokerage, GST and STT etc.
as applicable, within 24 hours of
your trade.
• To receive copy of KYC
documents submitted
• To receive a Statement of
Account at least once in a
quarter from your Stock Broker
and settlement of the same.
• To expect delivery of shares
purchased/value of shares sold
within 24 hours from pay-out by
Clearing Corporation. Receive
SMS for every debit of
securities in your demat
account.
• To pledge securities with broker
as margin since they are no
longer permitted to accept
transfer of securities in their
account towards margin.
• Right to file complaint against a
listed company as shareholder
or Broker for any claim arising
out of trades on Exchanges at
nearest regional center.
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In fact, the importance of investor
rights is so high that it is being said
that the Government may soon
ask all Regulators to incorporate
an Investors Charter in their
regulations. While investors are
empowered with the above rights,
they have certain obligations also,
few of which are given below:
Obligations
• To deposit upfront margin with
the broker BEFORE placing
orders for securities (including
sell orders) and make payments
towards margin calls when
made by broker
• To adhere to the timelines for
delivery of shares against sale
transactions and payment of
funds against buy transactions.
• Immediate updation of change
of address, email id and mobile
number with their broker. In
addition to the above, any
change of bank account should
also be immediately informed to
the Depository Participant for
credit of dividend, etc..
• NOT to leave Demat Instruction
Slip (DIS) Booklet with broker or
anyone else but keep it safe.
We often hear that we should
perform adequate Due Diligence
before going ahead with our
investment.
Why is Due Diligence
required?
Investment without analysis is like
driving on a highway blindfolded. A
Proactive approach enables
investors to know about their
prospective investment while
taking into account past
performance. Due diligence allows
for a greater possibility of securing
future growth of the investment.
What type of questions should
we ask before investing? An
indicative list is given below:
Is the company’s revenue
increasing?
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Is the company making a profit?
Who is managing the company i.e
complete information about
management team. Promoter
holding is an important indicator of
skin-in-the-game by the persons
running the company
Is the company servicing its debts
regularly and also promptly
repaying its debts? This
information has been included
by SEBI in the list of ‘must
disclose’ items under the Listing
Regulations.

Market regulators
across the globe are
placing increasing
emphasis on and
encouraging investor
education by
introducing several
activities to safeguard
them. In fact the
IOSCO or
International
Organisation of
Securities
commissions,
celebrates World
Investor Week (WIW)
every year on a global
scale, where various
awareness activities
are undertaken across
the world in a
focussed manner.
Is the company in a position strong
enough to compete with its peers?
The Directors Report is required to
contain these details
‘A well-informed investor is a
well-protected investor’

Today, Securities and Exchange
Board of India on its own, as well
as through Stock Exchanges and
their Investor Protection Fund
trusts, has initiated several
measures on large scale to
educate the investors and spread
awareness about investments especially about the various traps
laid by unscrupulous elements
who target gullible investors for
gains, out of their ignorance or
greed.
Market regulators across the
globe areplacing increasing
emphasis on and encouraging
investor education by introducing
several activities to safeguard
them. In fact the IOSCO or
International Organisation of
Securities commissions,
celebrates World Investor Week
(WIW) every year on a global scale,
where various awareness activities
are undertaken across the world in
a focussed manner.
We have seen recently- especially
during the Covid lockdown period,
that a new breed of investors
(colloquially referred to as
Robinhood investors after the now
famous US fintech start-up
brokerage company) are trying
their hand at investing in the
securities market in order to create
an alternative source of income
due to the uncertainty about the
job they are doing or the business
their company is engaged in.
However, making investment
decisions without understanding
the risks involved and overlooking
other critical factors, results in not
only poor returns that can’t beat
inflation or worse still - losing one’s
hard earned money.
Amidst growing retail participation
in the capital markets, it is
essential to increase the outreach
of investor education programmes
so that investors understand the
securities market better to make
informed investment decisions.
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Safety of the hard earned money
of investors is the core objective of
all regulators and is considered the
highest priority while ensuring the
development and regulation of the
capital market.
With clear objectives in mind for
investing, one can invest in
financial markets and gain profits.
BSE, Asia’s leading stock
exchange, has been in the
forefront to educate and enlighten
the investors by making the
necessary information available
to them. One can get a plethora
of information about the
developments taking place in the
corporate world and the capital
market on the Exchange’s website
www.bseindia.com- one of the
most visited or ‘hit’ websites in the
capital market in India and a
popular tool for getting any and
every publicly disclosed
information about any listed
company.
BSE Investors’ Protection Fund or
BSE IPF that was set up in July
1986, works exclusively to spread
awareness and educate the
investors at large across the length
and breadth of the country. The
awareness programmes are held
across the length and breadth of
the country, including in regional
languages so that investors
understand various precautions to
be taken while investing in
securities market in a proper
manner. In 2019-20 BSE IPF
executed 6149 programs and in
this year despite lockdown on
account of Covid-19 issues, we
are going to complete over 6500
investor awareness programs or
IAPs.
When retail investors of such a
high magnitude are entering the
securities market the role of
regulator to ensure safety of their
investments becomes more vital.
SEBI, as the capital market
regulator has played an important
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role in establishing systems,
processes and procedures for
putting in place robust risk
management through Stock
Exchanges which has established
the confidence of not only
domestic investors but also FIIs
and FPIs.
SEBI has recently introduced
various changes in the investor
grievance redressal mechanism
whereby it has emphasised on
making it more efficient, effective
and timely. Clear timelines are
decided right from the time the
investor files the grievance till the
final resolution of the same,
through the Stock Exchange’s
redressal mechanism. Further, in
the mutual fund vertical, various
investor friendly and protection
measures such as introduction of
a new category of “Very High Risk”
has been introduced in the Risk-ometre which every fund house has
to disseminate for each of its
scheme; introduction of“Flexi Cap
Fund”as a new category under
Equity Schemes and uniformity in
applicability of net asset value
(nav) across various schemes
upon realization of funds etc. All
these measures are aimed at
making available timely and
appropriate information to the
investors and protecting their
interests.
Considering the importance of
voting to be done by the
shareholders in respect of the
various important corporate
decisions taken by the
management of the companies,
the emphasis has been put on
making e-Voting an easy and
convenient process for the
investors. In this direction, SEBI
has recently mandated e-Voting
facility to be provided by the listed
entities and set the guidelines for
the same.
F u r t h e r, w i t h t h e g ro w i n g
importance of sustainability as a

measure of a company’s ESG
sensitivity, disclosures on ESG are
fast becoming a trend globally.
Companies are making the
transition from corporate social
responsibility to ESG, as investors
are looking beyond numbers to
understand how a company
function.
So, what is ESG?
ESG is the evaluation of a
company’s performance on
three parameters i.e Environment
protection, Social responsibility &
Governance and the disclosure of
the same on a periodical basis to
the investors and company’s
stakeholders.
In 2020, few asset management
companies (AMCs) such as
ICICI Prudential and Axis Mutual
Fund launched ESG schemes,
confirming this growing international trend. The Covid-19
pandemic has increased the focus
on ESG, with a global study saying
that equity funds focused on these
three areas have doubled their
inflows in 2020.
The disclosures should reflect the
potential impact of the ESG
activities of the corporates on the
financial statements, to become
more relevant to its readers or
users. The disclosures should be
aligned to the relevant industry
benchmark to reflect a relative
progress and performance. Now,
there is good evidence to show
that if a company has good ESG
standards, it is reflected I its
performance and also on its share
price.
SEBI has recently taken yet
another important initiative
t o w a rd s s a f e g u a rd i n g a n d
empowering investors by
circulating a Discussion Paper
proposing that a person rejected
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by a listed company's
shareholders as a managing
director (MD) or whole-time
director (WTD) can be appointed
or re-appointed to the post only
after the company fulfils various
conditions, including providing
detailed justifications. In case, the
company's shareholders reject
the candidature of the persons
again, such persons cannot be
considered for appointment as
director or continue as a director
for 2 years. SEBI has sought
comments from public till February
12, 2021 on the proposals.
To further enhance the efficiency of
the clearing and settlement
process, SEBI had introduced
interoperability framework
amongst the clearing corporations
in all the segments of the
Exchanges. Under this framework, the investors who are
registered with brokers who are
members of more than one
Exchange, are benefitted - here’s
how. Members of Exchanges who
are responsible for clearing the
trades of their clients, can choose
any one of the multiple clearing
corporations of the Exchanges,
where they desire to settle the
trades executed across all
National Level Exchanges. In
addition to the various benefits this
framework has extended to the
members, the investors are also
benefited in a big way, as they can
now execute a purchase
transaction in a scrip at one
Exchange and a sell transaction at
another Exchange on the same
trading day, resulting into netting
off the trade. Earlier the client
would have to settle both the buy
and sell transactions separately at
both Exchanges and thereby
spend more on placing collateral
as margin money for both the
Exchanges. With this change,
investors can avail of the benefit of
price difference in a scrip at
different Exchanges, at a much
lower cost and yet get the benefit
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of Best Price Execution -viz getting
the Best Price across all
Exchanges for their buy or sell
transaction. Further, since the
trades are netted off across
Exchanges at a single Clearing
Corporation, there would be no
margin obligation at the end of the
day on the investors - resulting in
lower operating costs.

The real development
of capital market can
be achieved only
when there is
participation from
retain investors on a
large scale and they
find this class of
investment as safe
and secured. Though
regulators are
making all efforts on
their part to
safeguard the
interest of investors,
investors are also
obliged to exercise
due diligence and
follow the rules of the
game, strictly.
A n o t h e r f a r- r e a c h i n g a n d
thoughtful initiative taken by SEBI
during the month of April 2020
when there was lockdown due to
the Covid-19 pandemic, was
providing e-KYC facility to the
investors. Under this initiative,
trading members and depository
participants could complete the
process of opening trading
account and demat account
completely through online mode
instead of the client having to
physically visit the DP office or the

broker’s office for account
opening. The most important part
in this process was carrying out
KYC of the clients, which has been
enabled to be executed online,
wherein the identity of the client is
established through a brief video
recorded on their mobile and
submitted by them through online
mode. This has resulted in a
record number of trading and
demat accounts being opened
during the period of lockdown
especially by the first-time
investors w ho are participating in
the stock market now.
The real development of capital
market can be achieved only when
there is participation from retain
investors on a large scale and they
find this class of investment as
safe and secured. Though
regulators are making all efforts on
their part to safeguard the interest
of investors, investors are also
obliged to exercise due diligence
and follow the rules of the game,
strictly.
In sum, a safe and secure, well
regulated capital market
contributes towards the inclusive
growth of the economy and of our
country.
Happy and safe investing to you
all. Jai Hind!
With inputs from Ravindra Palande
DGM, BSE IPF
Khushro Bulsara is a qualified Chartered
Accountant, Cost Accountant, Company
Secretary and LL.B. Since July 2020 he has
taken over as Head of BSE’s Investor
Protection Fund (IPF). Before this, he was the
Chief General Manager with BSE Ltd.
(formerly Bombay Stock Exchange) heading
the Listing Compliance & Legal Regulatory
functions. In his 30 years of work experience,
he has spent over 24 years with BSE and has
rich experience with several departments of
the Exchange such as Surveillance,
Inspection, Clearing & Settlement, Debt,
Derivatives, Mutual Fund business and of
course, Listing Compliance. He was
responsible for setting up the Exchange’s
popular Mutual Fund platform called STAR MF
in 2009 and since 2012 he was heading the
listing compliance and legal regulatory
departments at BSE.
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AZUKE FINANCIAL
EMPOWERMENT

Founder

CHAITALI
DUTTA

AZUKE PERSONAL FINANCE ADVISORY

T

he Cambridge Dictionary
defines ‘Empowerment’ as
the process of gaining
freedom and power to do what you
want or to control what happens to
you
If the freedom to take your decision
is taken away from you either by a
person, by circumstances or by the
society; you may feel cheated/
disappointed/ angered/ helpless
/despair. Over a sustained period,
such suppression may result in low
self-esteem and unhappiness.
If we are to take control of our lives, it
becomes imperative to look at the
factors that aid empowerment.
Democracy, education, genderparity and finances are some of the
critical factors that contribute to
personal empowerment. In my
opinion, financial empowerment is
the one that is under our control and
eventually gets us the freedoms that
we aspire for.
India has a workforce of 69 crores.
Considering that we have a
population of 1.3+ billion, it means
that each earning person is
responsible for a non-earning
member. The alarming statistic is
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that of the workforce only 6.5% are
employed in the formal sector and in
the informal sector the largest
segment is agriculture -accounting
for almost 40% of this workforce.
India is woefully low in terms of
readiness for retirement. With only
4.5 crores individual contributors to
EPFO, a large chunk of the
workforce is left to fend for
themselves for their retirement.
At Azuke we believe that financial
empowerment has a symbiotic
relationship with other empowerments like family empowerment,
product empowerment, geographical empowerment, asset
class empowerment.

Family

Asset
Class

Financial
Empowerment

Investment
Geography

Product

AZUKE: meaning and
integration to our advisory
AZUKE is a Japanese word of
which the closest translation in ‘to
entrust’. Our clients are entrusting
us with their hard-earned money to
help preserve their value and grow
their assets in a responsible and
suitable way. After more than three
decades working in the finance
Industry and closely hand-holding
people to realise their financial
goals, I understand that people
want and value TRUST above all
else, in their financial decision
making. This has been possible
because we believe in unbiased
advisory with focus on client’s bestinterests. We do not sell any
financial products and concentrate
on multi-asset, global investment
advisory.
We are also influenced by the
Japanese Philosophy of KANSO
which pertains to the concept of
simplicity (minimalism) and declutter.
Warren Buffet, the iconic American
investor and philanthropist, has said
‘Never invest in a business you
cannot understand’.
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At Azuke, therefore, we avoid
products that have a complex
structure and a web of conditions.
These products may look attractive
at first glance but may have pitfalls
for the investor in their fine print. Declutter is another exercise most of
us need. Our financial cupboard
accumulates things over the years,
and we forget to air and clean them
on a regular basis. Old bank
accounts not operated for years,
erstwhile 20k in infrastructure bond
papers, uncashed dividend
warrants, money lying in old MF
folios from the pre-KYC era,
inherited paper shares- are some of
the baggage we all carry. When a
client signs up for Azuke, one of our
first exercise is to de-clutter old
finances by updating KYC,
dematting shares, withdrawing old
moneys, closing unnecessary
accounts.
FAMILY EMPOWERMENT:
Culturally in India we hold our family
and its members in high esteem. Be
it the generation before us, our
parents/ parents-in-law or our next
generation, our children- we take
great pride in giving them respect
and provide for them. But then
nothing comes free. Providing good
healthcare, adequate education,
annual family holidays- it all requires
money. An empowered family is one
that provides each member with the
ability to take a decision for
themselves without being shackled
by restrictive financial ability. A case
in point would be the situation of
Anuj Agarwal, who had saved
adequate corpus for 10 long years,
for Graduation in the US for his
daughter, Tara. However, after her
12th standard, his daughter wanted
to join NID in Ahmedabad. Tara was
empowered to choose the course
she wanted to pursue, and Anuj had
the ability to let Tara choose her
college without getting restricted by
financial inability. Another element of
empowerment is the financial
decision making in the family. At
Azuke, we encourage the spouses
to take joint decisions in their money
matters. Be it where to invest the
surplus funds or decide on how
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much loan to take for the dream
house. Usually, it is seen that the
woman of the house leaves the
monetary decisions to the male
member of the household. This
situation could have evolved from a
variety of reasons: disinterest in
numbers, lack of knowledge about
financial products, preoccupied
with other chores, escapism from
the hard realities of life or the simple
fact that it is not considered
important enough by them as it is
anyways getting taken care of by the
partner. Such households are
running the risk of facing extreme
difficulty in managing their finances
if, God forbid, an event puts the
financially savvy person out of the
equation. The family would be
vulnerable to dupers and financial
vultures who would swoop down to
feed themselves on the gullible
family. The following blueprint has
helped dozens of Azuke families in
providing financial empowerment to
each spouse.
Ÿ Both partners recommended to

sit together to take financial
decisions which eventually affect
the whole family.
Ÿ Secondly, have a look at all the
investments, assets, loans of the
family.
Ÿ Thirdly, try and read up / discuss
with friends on financial news,
articles which will keep you
updated.

16%
Household
Percentages
28%

40%
Man-led
Woman-led
Shared Decision

16%

Separate Decisions

C o u p l e s a p p ro a c h f i n a n c i a l
decision-making in one of four ways
- Source UBS Wealth Management
PRODUCT EMPOWERMENT:
Letting the distributor or agent
choose the investment for you
comes with its pitfalls. You will not
be 100% sure why a certain product

has been chosen for you- whether it
is actually suitable to your situation
of whether it provides the maximum
payback to the distributor/agent by
way of commissions. At Azuke, we
provide the whole gamut of financial
products in a transparent fashion.
Our clients who pay an annual fee
are empowered to choose a vehicle
which is suitable to them, their
financial situation, their risk appetite.
We do not work on commissions
and do not have tie-ups with any
financial product seller.
Ÿ Having

an advisor who
understands your need and then
selects a product which is
suitable to YOU without getting
into paybacks, is the kind of
Financial Advisor you should
look for.

GEOGRAPHICAL EMPOWERMENT:
With India rapidly becoming a force
to reckon with in the Global arena, in
terms of political importance,
business expansion opportunities,
one of the top emerging market to
invest in- we see foreign institutional
investors pouring in their money into
India. On the other hand, with
increased financial affluence and
higher aspirations without
boundaries- millennials are looking
at global job opportunities for
themselves and aspiring to send the
next generation to study abroad. In
such changing times, where we are
looking at open boundaries for India
and Indians, it is only logical that we
diversify our assets in various assets
across the Globe. Having USD
investments is made easy for
resident Indians with several entities
like Stockal and Interactive Brokers
providing platforms to invest
globally. The US market is a mature
market with options to invest in any
country say China; in any asset
class say precious metals; in any
region say Asia. At Azuke we have
started adding global investments
into the portfolio of clients who are
looking at accumulating USD assets
for the future.
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Ÿ Your investments today should

Ÿ Having various asset classes in

hedge against exchange risks in
case you see expenditure in the
future in any other currency other
than INR. Having exposure to
another suitable country in
addition to India will also reduce
volatility of your portfolio which
comes with concentration risk.

your holdings will ensure well
balanced, steady growth over
the years and the portfolio
volatility would be reduced.
Ÿ Having assets which are
negatively co-related to each
other like equity and gold will

10 years movement of INR v/s USD
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ASSET CLASS EMPOWERMENT:
Sticking to only bank deposits and
SB account will eventually erode our
money as the real rate of growth
would be negative. The real rate of
return is the rate of growth of your
investment less the inflation rate.
Just like a well balance diet which
includes proteins, vitamins,
carbohydrate and fat in the right
quantities to ensure a healthy body,
a well-balanced portfolio is one
which includes debt, equity,
commodity and real estate. The
ideal quantum of each would be
different for each individual
depending on the person’s age,
future earning capacity, existing
assets owned and life goals. If we
look at the All-Weather Portfolio of
Ray Dalio, American Hedge fund
manager, we will see that he
believes in having a certain quantity
of each of these assets to create a
portfolio which will be stable in most
unforeseen situations.

Ray Dalio All Weather Portfolio
7%

8%
Long Term
Bonds

40%

Stocks
Commodities

30%

Intermediate
Term Bonds

15%
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Gold

If the freedom to take
your decision is taken
away from you either
by a person, by
circumstances or by
the society; you may
feel cheated/
disappointed/ angered/
helpless /despair. Over
a sustained period,
such suppression may
result in low selfesteem and
unhappiness.
FINANCIAL EMPOWERMENT:
At Azuke our focus is on getting our
clients financially independent,
empowered with knowledge, with
correct decisions as per the
situation, being future ready, being
adequately covered for risks so that
the family does not suffer in an
unforeseen circumstance.
O t h e r t h a n t h e s e a p p a re n t
advantages, we have some
underlying positive outcomes as
well, of our methodology. Chances
of getting duped by scams or Ponzi
schemes is significantly reduced,
our clients are able to take
advantage of expected changing
trends in the markets before the
general public gets to see the trend,
having a trusted advisor for second
opinions is always advantageous,
our advisory model lets them to
continue having existing financial
relationships without forcing them to
sever ties, the HNI clients wallet is
shared between institutions and our
advice gets them the best
advantage from each of these
players.

In the current trend where we see
resistance in millennials to continue
working till, they are 58 or 60 years
old, it becomes imperative for them
to be prepared for the years ahead
when they want to stop working.
Adding to the need for a larger
corpus for the future is the fact that
longevity is steadily going up forcing
people to provide for many more
years, post retirement. How a
person handles money in the
accumulation phase is what would
define the extent of financial
empowerment in the entire life of
that person and his/her loved ones.

Chaitali is passionate about helping families
take the right decisions which propel them
towards financial wellness. She is 100%
committed to this life mission. For her nothing
is more gratifying than helping her clients
reach their financial goals.
She leads the team at Azuke with ease
because of her hands-on approach, is
meticulous and efficient in her work and
expects no less from her team.
She has 32 years of experience in the financial
sector. She started her career with Reserve
Bank of India, moving onto State Bank of
India, the largest scheduled bank of the
country for a decade & a half and finally
worked as a consultant with Barclays Bank. In
2007, she quit her work to start on a journey to
pursue her passion of helping people towards
financial wellness. She has helped more than
700 families to date and over a period of time
becomes their guide, mentor and advisor- all
rolled into one. Her empathy and genuine
approach are recognised by her clients at ease
and they are able to share their personal data
without the fear of being compromised.
She believes in creating simple,
straightforward solutions to complex
problems. She keeps abreast of the everchanging financial terrain to offer the best and
the latest updates to her clients- be it global
investments in various currencies, asset
allocation, taxation, goal-based investments,
insurance planning, wealth creation or loan
management.
In 2018 she completed her Masters in Global
Finance from HKUST, Hong Kong and NYU,
Stern. He classes in Hong Kong, New York
and Shanghai gave her the confidence to
provide global financial advisory. This
diversification has helped her clients in taking
advantage of investing opportunities globally.
Currently she writes a fortnightly column in
Financial Express answering the readers
questions related to loans. In 2020, Azuke was
picked as one of the top 10 financial advisors
by the Women Entrepreneur online magazine.
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LIFESTYLE INVESTMENT
MANAGEMENT - BEYOND
CONVENTIONAL WEALTH
MANAGEMENT

Founder & CEO

NEETA
RAJENDRAN

VALINTEGRITY - Adding Value with Integrity

F

urther to my Article in
“Forum Views” September
2020 edition on “Ethics and
Compliance in today’s business;
in this Annual issue, I will be
highlighting the importance of
focusing on “Lifestyle Investment
Management”, rather than just
Wealth Management.
When it comes to Wealth
Management or Financial
Planning, we need to take a
holistic view and focus on the big
picture. It cannot be done in
isolation as various factors like tax
implications, inflation (food as well
as Lifestyle inflation), Black Swan
events etc. can have a long term
impact and adversely affect the
wealth and plan.
The right approach needs a focus
on ‘Lifestyle Investment management’, going beyond traditional
Wealth Management practices.
The plan should be aimed at the
overall well-being and enhanced
quality of life providing complete
freedom from financial worries. In
addition to all the important
factors to be taken into account
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while doing Wealth / financial
planning like financial security,
independence, and peace of
mind, We need to figure out what
the ideal aspirational lifestyle of
the investor looks like and work
backwards to design the
strategies and instruments that
would aid in achieving it in a
simplified manner. Lifestyle
Investment management takes a
360 degree view and ensures that
your current lifestyle is not
compromised in future due to
rising costs of inflation and
financial freedom is achieved.
Lifestyle Investing is all about
enjoying your life today continuing
till a great retirement life: Without
settling for anything less than you
deserve, to help you pursue your
passions, with freedom from all
your financial worries. Whether it’s
your dream to start your own
venture, travel the world, buy the
best luxury property or car, to
pursue organic farming, spend
quality time with family etc.
Lifestyle Investment Management
focuses on the Overall Financial

Well-being to manage the
enhanced costs of Lifestyle
Inflation or Lifestyle creep.
View this scenario posted on
LinkedIn: “A friend goes to Goa
for a vacation, posts pictures on
Instagram, Facebook; Another
friend went to Mauritius... Scuba,
pristine beaches, snorkeling...
just wow. His holiday pics on
social media were amazing! This
was enough for me... couldn't
take it anymore... I went to
Europe-Switzerland, Austria &
Norway... Arguably the most
beautiful countries... My friends
will be really jealous now”
If you are spending on lifestyle
expenses, Exotic holidays, bigger
cars & houses looking at others..
You might be playing havoc with
your finances. And remember
they will not pay your EMI's!! Do
what's right for you!!
This is termed as ‘Lifestyle
Inflation’ or ‘Lifestyle creep’ which
occurs when the Standard of
living improves as their
discretionary income rises and
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former luxuries become new
necessities. Societal or peer
pressure is pushing people to live
beyond their means to project
and maintain the so called image
in the society, even at the cost of
taking series of unnecessary
loans to fund luxuries such as
holidays to exotic destinations,
expensive mobile phones, luxury
cars etc. This often leads to a
Debt trap. Sellers
tempt with offers of zero %
interest and facilities to buy
everything on EMI and loans as
low as Rs. 1000/- available in few
minutes over phone. All these are
on buy now pay later schemes.
Getting quick loans or converting
expenses on credit cards to EMIs
is becoming easier. However,
once we fall to these temptations
without much thought, it leads to
a Debt trap and we read of
instances of young people
committing suicide for nominal
loans as the loan providers freely
apply “naming and shaming”
techniques by informing all the
contacts of the borrower about
the pending loan repayment.
Hence it’s important to balance
between societal pressure and
financial prudence and seek
Professional Advisory from
qualified experts with strong
experience, knowledge and most
important “Integrity” to plan and
manage your hard earned money
with right advisory keeping the
investors’ interest foremost.
Expert advisory for comparing all
the available options across
industry to suggest the best fit
after thorough due diligence.
The current COVID 19 pandemics
which affected numerous lives
and lead to job losses over the
world, has highlighted the
importance of savings and
332

contingency funds to take care of
commitments till things settle
down. A good plan would
incorporate details like allocate
minimum 3 months’ salary /
income for emergencies, limit the
maximum percentage of income
that can be allocated towards
l o a n re p a y m e n t s , i d e n t i f y
investments which can be
liquidated in case of emergency
and unexpected situations like
COVID 19 and job loss. Ideally,
long term commitments should
be planned from current available
corpus and not from future
expected income.
Financial Planning / Wealth
Management are an important
responsibility as you are dealing
with others finances and hard
e a r n e d m o n e y. I n d e p t h
understanding is required of the
pros and cons of different asset
classes and importance of
Portfolio Diversification. For
instance, Real estate investment
offers appreciation over long
term but minimal liquidity and
can end up in distress sale at
the time of need, Whereas
Equity investments offer good
appreciation along with liquidity
backed with good research
professional management. Goal
based investing segregating
investable corpus across different
asset classes based on: How
much corpus is needed, when it is
needed, how much is needed,
what is the risk appetite etc. is
very crucial in designing an
effective Lifestyle investment
Management Plan.
My interview in “Women
Economic Forum” and my article
in the Bombay Stock Exchange
Brokers Forums September 2020
edition of “Forum Views” on the
topic “Ethics and Compliance in
today’s business” highlights in

detail the right approach and right
advisory to be adopted towards
Financial and Wealth Planning.
The Right Advisory and Planning
should go beyond Corporate
Ta r g e t s , R e v e n u e s a n d
Commissions and keep the
interest of the investor as the
foremost priority.

Lifestyle Investing is
all about enjoying
your life today
continuing till a great
retirement life:
Without settling for
anything less than
you deserve, to help
you pursue your
passions, with
freedom from all
your financial
worries. Whether it’s
your dream to start
your own venture,
travel the world, buy
the best luxury
property or car, to
pursue organic
farming, spend
quality time with
family etc.
Lifestyle investment Portfolio
planning - is a different & better
approach to investing.
Typically, most investors and
investment professionals build
the portfolios using the
conventional concept of Asset
allocation investing (this is the
process of having a model
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portfolio which is spread across a
range of assets). Whilst good
asset allocation is vital for
improving long term returns
and reducing investment risk
(volatility), it is no longer the ‘be all
and end all’ of good investment
management.
“Lifestyle Investing Process” will
be more appropriate to different
people at different stages of their
lives using a more forward looking
approach to design portfolios that
fit with their situation today, with
an eye on the future, not the past.
Asset allocation is still important
but is now used to check that the
balance of each portfolio is not
over exposed to any particular
sector or asset class, customized
and is well diversified to minimize
risk and maximize returns.
The differentiator needs to be the
focus on the Big Picture - Not Just

Finances. Making wealth creation
& preservation of legacies
simplified by capitalizing on the
expertise and experience to
analyze all options across the
industry to identify the best match
fitting lifestyle goals & aspirations.
Valuing the importance of hardearned money and leveraging
group resources, wide industry
network to design wealth
management solutions to reach
Lifestyle and financial dreams
and create a legacy for future
generations.
Experts need to take a holistic
view while charting out
Investment options that beat
Lifestyle Inflation (not just
inflation) so that current lifestyle is
not compromised and you
continue to lead a great worryfree life, even when you stop
earning.

Financial Planning /
Wealth
Management are an
important
responsibility as you
are dealing with
others finances and
hard earned money.
In depth
understanding is
required of the pros
and cons of different
asset classes and
importance of
Portfolio
Diversification.

Neeta Rajendran, Founder & CEO at ‘VALINTEGRITY - Adding Value with Integrity’, is an Award winning Investment Banker, Speaker
& Consultant with two decades of career spanning across organizations like Barclays, ICICI, Kotak etc.
Some of her accomplishments include: Recipient of Awards:
• ‘Business Women Excellence 2019”;
 "Iconic Women 2020" at Women Economic Forum (WEF),
 Speaker at “Women in Tech Summit 2020”,
 Featured in the “Signature” Magazine 2019 of TANEIRA (a Tata Group Company) featuring key talented women achievers,
 Articles published in Economic Times.  Article published in Bombay Stock Exchange (BSE) Brokers forums September 2020 edition
of FORUM VIEWS on ‘Ethics and Compliance in today’s business’
 Travel Blogger
 VALINTEGRITY - Adding Value with Integrity has been recently conferred with the prestigious Award for “Emerging Company 2021”
In Recognition of Outstanding Professional Achievement & Contribution in Wealth Management & Finance from the Govt. recognized
20 year old organization - ‘Indian Achievers Forum’
‘VALINTEGRITY - Adding Wealth with Integrity’ is a Boutique Multi-Family office Wealth Management firm. It is focused on ‘Lifestyle
Investment Management”, going beyond traditional wealth management; providing end to end solutions in Finance and Business
consulting.
It caters to global client base recognizing the specialized needs and time constraints of UHNIs, Corporates, Start-ups for a trusted
Wealth Management Firm that would provide right advisory & customized solutions for their specific requirements.
Bringing the expertise and knowledge of professionals with two decades of experience, offering solutions chosen from range of SEBI,
IRDA, AMFI, RERA registered Organizations.
Services offered: Investment solutions (Direct Equity Stock Trading and Investments, Insurance, Mutual Funds, PMS, AIF); Lending
Solutions (Home Loans, Business Loans, Loan Against Property / Shares, Lease Rental Discounting, Start Up Funding, Project
Finance); Succession Planning (Wills, Trust); Real Estate Solutions(Platform connecting buyers & Sellers, REITs, InvITs, NCDs, real
estate funds, structured buybacks); Connecting Businesses and Manufacturers, FMCG Retailers with Manufacturers, Sale of
Pharmaceutical companies, Hospitals, Hotels through HNIs, Corporates.
For details click:
https://www.linkedin.com/in/neeta-rajendran/
www.valintegrity.com | neeta.rajendran@valintegrity.com
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GRATITUDE!!

Managing Director

ANUP
GUPTA

SYKES & RAY EQUITIES
Thank you, Lord!
For giving us some time to spend
with our parents, spouse, and
children, for almost a year now. A
time we could never have
dreamed of spending together.
Have celebrated some of the best
birthdays, anniversaries, festivals
together which is too good to
believe.
So thank you, Lord!
For the pollution-free Mumbai, the
breath of freshness in the morning
walks, the traffic-free roads, the
sighting of rare birds, the music of
nature, the hustling bustling
Mumbai giving a feeling of a
peaceful holiday destination.
And thank you, Lord!
For the participation of the family
in running the home, the learning
we got to buy vegetables and
groceries, to mop the floor, to
wash clothes and utensils. To
prepare all the roadside chaats
and bhels to cooking gourmet
dishes at home.
For the making man realize that
life can be lived comfortably, with
three shorts and an equal number
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of T-shirts and the futility of all your
expensive jewelry, clothes and
shoes.

For giving us some
time to spend with
our parents, spouse,
and children, for
almost a year now.
A time we could
never have dreamed
of spending
together. Have
celebrated some of
the best birthdays,
anniversaries,
festivals together
which is too good to
believe.
And thank you, Lord!
For all the family support we got,
to work from home, and of the
comic sight of wearing a formal
shirt on shorts for the zoom

meetings. To multi-task while at
work, to multiple offices
operational in one room, the
availability of laptops and note
pads becoming a boom. With the
internet becoming a lifeline for
‘work from home’, saving hours of
traveling time. To make full use of
the lifeline, by ordering on
Amazon and Swiggy, and by
ending the day with Netflix
watching an online serial or a
movie.
Thank you, Lord!
Thank you, God, for giving us a
wake-up call!
Yes, the last resort the Lord took
to give us the wake-up call was
through the Pandemic. The
COVID -19, has taken away
some of our near and dear ones
forever.
Candidly if we're to look back and
do some introspection, this was a
catastrophe waiting to happen. If
at all, anyone has to be blamed, it’s
the human race.
The Zeal for power by few, the
abuse of the environment by the
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masses over decades in the name
of science, technology, and
growth, Mother Nature has her
own way of making us pay.
And I empathize and salute the
families who have suffered
financially, mentally, and due to the
loss of life of their loved ones. They
are the true Martyrs who have paid
the price for the reckless and
selfish destruction of Mother Earth
by the human race.
So the lucky, ones who have not
got affected by this dreadful
Pandemic owe their well-being to
all the people who have sacrificed
their lives, and livelihoods in these
challenging times. Ensure you
take care of the ones who have
suffered in whatever way possible.
Give with a large heart and give so
much that it hurts you financially.
You have no clue of the pain others
are going through, because of the
destructions caused by one and
all.
It is time for payback!
Payback to Mother Nature by
being a contributor, rather than
being a consumer.
The Mantra - Reuse, Recycle and
Reduce has to be followed by one
and all for the future of our
children. Remember we owe it to
our children to give them a place
to live on an environment-friendly
Mother Earth. Our today is
borrowed by the future of our next
generations.
Do simple things like planting a
few trees, stop the use of plastic,
do water harvesting, and use
renewable energy.
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Start taking a few baby steps!
Let less become more!
And have Gratitude! Gratitude to
the Lord!
…cause
• If you have not tested COVID
positive, have Gratitude you are
Healthy!
• If you had two meals a day,
have Gratitude you had
Abundance!

The Mantra Reuse, Recycle and
Reduce has to be
followed by one and
all for the future of
our children.
Remember we owe
it to our children to
give them a place to
live on an
environmentfriendly Mother
Earth. Our today is
borrowed by the
future of our next
generations.
• If you could help someone in
need, have Gratitude you were
Empathetic!
• If you had work and could
work, have Gratitude you could
be Productive!

• If you could pursue a hobby,
have Gratitude that you could
be Creative!
• If you could sing a song or
watch a movie, have Gratitude
that you could Enjoy!
• If you were surrounded by
family, have Gratitude that you
could be Loved!
• If you could sleep well, have
Gratitude that you could Rest!
And if you could successfully
come out of the negativity, stress
and uncertainty,
Have Gratitude that you could be
Triumphant!
And last but not least let us be
thankful to all the essential service
providers like the doctors, the
nurses, the chemist, the police,
the banker, the grocers, the taxis,
the pilots, the bus driver, the
transporters, the delivery boy, the
NGO workers, the farmers, the
armed forces and I could go on….
Let us be thankful to all the people
who have risked their lives so that
we could not only survive these
challenging times but be
comfortable.
Thank you!
Anup Gupta, Managing Director of Sykes &
Ray Equities has a long experience of 30 years
in the field of Financial Services. The SRE
group offers all financial services under one
roof. The passion for value add service in the
interest of Investors made the group diversify
into the field of Education and they have
trained thousands of Students to become
Financial Planners. He always believes and
advocates to work for the interest of the
investor. He keeps pursuing education,
practices Vipassna and enjoys sharing his
experiences in the field of Finance and the Art
of Living.
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WOMEN'S FINANCIAL
EMPOWERMENT

Co-Founder & CEO

TEJAS
KHODAY

FYERS

O

ver the years, as
stereotypical as it may
sound, investments
decisions were taken by a male
member at home. Though women
have been managing the house
and household expenditures, their
participation in financial planning
and investment decisions are
minimal. As a result, most of them
have limited financial knowledge
and lower access to financial
products that are available, and
hence portray lower confidence in
making investment decisions. For
women to achieve true economic
and social empowerment it is
imperative to impart financial
knowledge and encourage them
to be a part of their investment
journey.
Making Progress: One step at a
time
Financial inclusion and gender
parity is critical for developing
nations. A report by McKinsey
states that if women were to
participate in the economy
identically to men, they could add
as much as $28 trillion or 26
percent to annual global GDP in
2025. In India too, the government
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is taking proactive measures to
empower women financially and
make them self-reliant. As a move
towards boosting financial
inclusion in the country, Pradhan
Mantri Jan-Dhan Yojana (PMJDY)
was launched under the National
Mission for Financial Inclusion in
2014. According to a recent
report, of the total 40.63 crore
accounts opened till September
2020 under PMJDY, 22.44 crore
accounts were held by women.
The gover nment has also
introduced various incentives and
schemes to promote women
entrepreneurship, especially in
rural areas and providing easy
access to credit.
Further, in a bid to encourage
more women participation and
provide access to financial
services, private financial
institutions (Banks and NBFCs)
too are offering products designed
specifically for women.
The Changing Times
From managing families to
businesses, women from across
sections of society are creating

strides. As more and more
opportunities open up for women
and labour force participation
increases, they develop
aspirational values which act as
both intrinsic and extrinsic
motivators to learn more about
finances in order to be financially
independent & achieve their goals.
To help women learn how to
manage their money and build
confidence regarding their
finances, many NGOs and Fintech
platforms are offering free training
and advisory programs.
Today, working women in metro
cities are becoming more
financially dependent and have
been managing their finances and
investments with relative ease.
They are not only shouldering
family responsibilities, but also
actively involved in the financial
planning process.
Further, they are also breaking
gender stereotypes by investing in
capital markets and other financial
products. In fact, according to
various reports and recent trends
on investment platforms, an
increasing number of women are
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preferring stocks and mutual
funds over traditional investment
avenues to meet their investment
goals. According to CAMS report
titled ‘growing preference of
mutual funds with millennials 2019’, Mutual Fund industry has
been witnessing a rising trend of
women investors. Around 24% of
1.7 lakh millennial first-time
investors in FY 2019 were women.
Interestingly, women participation
in the equity market witnessed an
uptick in the last few months
owing to reducing interest rate on
f i x e d d e p o s i t s a n d p o o rperformance of traditional
investment avenues. The
lockdown and WFH only gave
them an opportunity to learn about
the stock market and kickstart
their markets journey.
Opportunities, Awareness,
Participation - The mantra
f o r Wo m e n ' s f i n a n c i a l
empowerment
Opportunities: To bring women
under financial inclusion, creating
opportunities is the first and
foremost step. Creating
employment (earning)
opportunities for women boosts
their participation in the economy
ultimately leading to robust
economic growth and social
development. Government
agencies, NGOs and startups are
already working at grassroot levels
to train and create opportunities,
especially for women in rural areas
and marginalized sections of
society.
Awareness: Once the
opportunity is created to earn a
livelihood, the next step is to build
awareness about the importance
of savings and financial planning.
While the financial literacy rate in
India is very low among both men
and women, it is important to
b re a k g e n d e r s t e re o t y p e s
associated with Money matters
and encourage women to take
charge of their financials.
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Participation: Women should be
encouraged to be actively involved
in financial decision making.
Efforts should be made to cultivate
the habit of “savings'' and then
subsequently “Investing”. They
should be made aware of various
financial products like equities,
Mutual Funds, ETFs, bonds etc.
and help them understand the
benefits in investing in these
instruments to achieve financial
independence.

Financial inclusion
and gender parity
is critical for
developing nations.
A report by
McKinsey states
that if women were
to participate in
the economy
identically to men,
they could add as
much as $28
trillion or 26
percent to annual
global GDP in
2025. In India too,
the government is
taking proactive
measures to
empower women
financially and
make them selfreliant.
Conclusion:
While there is still a long way to go
to achieve financial empowerment

for women, it’s been a good start.
The increase in employment
opportunities for women has led to
financial independence and taking
charge of their finances. With
access to knowledge and userfriendly fintech platforms, women
are now planning their finances
and are confidently investing in
non-traditional investment
avenues like Stocks, Mutual
Funds, Tax - Saving instruments,
etc. to achieve financial goals.
While urban women have evolved
in financial literacy because of the
freedom and exposure, the focus
needs to be equally on the rural
population. Financial literacy will
not only lift women’s status in
society, but also give her the
confidence to take crucial
decisions by providing financial
independency.

Tejas Khoday is the Co-Founder & CEO at
FYERS and is counted among the youngest
professionals to get the NSE’s broker license.
He has over 10 years of experience in
proprietary trading, risk management, and
broking. He and his team started FYERS, a
technology-focused brokerage in 2015 with
an aim to transform the trading & investment
ecosystem in India.
In a span of 6 years, FYERS has emerged as a
leading tech enabled trading platform in India.
His deep domain knowledge has gone a long
way in transforming the trading/investment
landscape for investors by developing and
scaling a world class trading platform at
FYERS. Along with his team, Tejas has played
a crucial role in setting up and developing
unique trading opportunities such as FYERS
Free Investment Zone, FYERS 30 day
challenge, FYERS Web and thematic
investment.
He holds a Bachelor’s degree in Business
Administration and Management with a major
in Finance from Bhagavan Mahaveer Jain
College, and a Post Graduate Diploma in
Finance from Indian School of Business and
Finance. He also holds a level 1 finance and
investments Grade A certificate from
Chartered Financial Analyst (CFA) Institute.
As a testimony to His entrepreneurial success
in building and scaling FYERS as the most
preferred destination by young population for
trading and investments , Entrepreneur India
has recognised he among Top 35
Entrepreneurs in India - 2021 (Entrepreneur
India 35U35 2021).
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FAMILY MEETING:
THE FOUNDATION FOR
HEALTHY BUSINESS
AND HAPPY FAMILY

Professor

HITESH
SHUKLA

SAURASHTRA UNIVERSITY, RAJKOT

F

amily business is at the
centre of the world
economy. It ranges from
Mom-and-Pop stores to SMEs to
large conglomerates. Their
success elements are strong
values, shared vision, long term
orientation, patience capital and
fast decision-making. According
to a report by Credit Suisse, India
has the third-largest number of
family-run businesses in the world
after the USA and China. As per a
study by Family Capital, March
2020, in the list of top 750 global
family businesses, Tata stands at
the ninth position along with other
thriving Indian family businesses
that includes Murugappa, Aditya
Birla, Hinduja, Bajaj, Hamied
(Cipla), Munjal (Hero MotoCorp),
Premji (Wipro), and Jindal along
with many others. When looking
into their multi generational
entrepreneur journey, the family
has created continuous value
across generations. The value
they create is not just financial but
also develops capable and
committed human resources and
social capital in each generation.
They are examples of preserving
family values, legacy, relations,
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goodwill, and creating wealth
for stake holders. Dabur and
Godrej can also be considered
in this category of family business
in India. Their focus is
on professionalizing business,
relations, transparency, collaboration, good governance, being
united by shared family value and
purpose.
Japan is the home of the oldest
family business on the globe, has
challenged the 3rd generation to
curse much better than others.
The secret of their success is
alignment of interest, competent
family members at the organization's helm as active owners
and leaders, and there are no
feuds between cousins. Their
social culture is rooted in the
philosophy of sharing and caring,
'being together,' communication,
support, survival, and belongingness, emphasizing on legacy and
harmony. In decision-making, it is
custom that always put 'business
first' believing in the living
company, aligning expectations of
individual, family, and business. It
is the unwritten spirit of 'ie’.

Considering global pandemic
situation, family businesses need
strong unity of the family relation.
The family owners need to stand
united and to speak with one
voice. They need to send a
powerful message that they
are backing the business in
any economic situation. Such
communication with the external
world can turn the situation
into a competitive advantage.
Researches on family business
found that transparency and
communication build trust in the
family, helping businesses survive
in turbulent time.
The essential elements for the
generational family business are
communication, conviction, and
confidence. A financially healthy
business with harmony in the
family can be built on the
foundation of better communication. It was observed in
various researches that family
business longevity depends on
open and honest communication
within the family. Family in
business is unique. The key to
building a generational family
business lies in paying as much
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attention to family management
as business management
considering family as a
cor nerstone on which the
business is built. The author
believes that the challenges of
family business are rooted in
emotions, personal priorities,
nepotism, entitlement, unclear
roles and responsibilities, and
vague communication. Finally,
that leads to differences and
disagreements within the
family which affect business
performance. This can be
resolved only through effective
communication, be it with
o w n e r s , f a m i l y, b o a rd , o r
management. Members of the
family needs to develop
adaptable mind set and learn to
work together accepting
differences.
Family council, the channel for
formal and informal communication, is the central point for the
generational family business. The
harmony and happiness depends
on quality of communication
within the family. A meeting is
a sounding board of relations
and association of members.
Meetings range from dining table
informal talk to formal family
council meetings. Such meeting
provides an opportunity to
members for developing people
skills, listening skills, and
thoughtful understanding among
the family members. It is a prime
platform for understanding the
psychological issues and
challenges of family, sharing
information, developing a shared
purpose and vision for business
and family. Family members can
express their feelings, aspirations,
and disagreements in meetings. It
is the family leader's responsibility
to understand hope, desire,
and wants of members and
communicate well to the business
council and satisfy individual
prospects by balancing business
need.
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Family council is a bridge between
family and business that is a core
part of governance. Members who
are not involved in business
operations can get information
about the business performance
through the members who are
part of the business council.
An individual member can
p ro t e c t p e r s o n a l i n t e re s t ,
concern, and worry through such
communication. The family
meeting provides opportunities to
transfer values, culture, legacy,
and heritage to the Next-Gen. The
senior generation and Now-Gen
express their concern for the
family and business to the NextGen in the meeting. Next-Gen can
understand 'Who is Who' in family
and business, their struggles,
sacrifice, and hard work in
establishing the empire, which
helps them knowing family and
business and finally connect
emotionally to the business.

Japan is the home of
the oldest family
business on the
globe, has challenged
the 3rd generation to
curse much better
than others. The
secret of their
success is alignment
of interest,
competent family
members at the
organization's helm
as active owners and
leaders, and there are
no feuds between
cousins.
The purpose of the family council
is to nurture and sustain healthy
family relations while promoting

responsible, committed and active
stewardship of family assets,
including legacy and values.
Family council serving adults in the
first and second generation does
different things than a second and
third-generation family council.
The first/second generation family
council will focus on the founder's
succession and the successor's
readiness. Contrast that with
second/third or third/fourth
generation family councils, which
are more likely to be organizing the
Next-Gen development, culture
and establishing more formal
ownership transfer processes and
their role in business. It enables
everyone better understand 'rules'
of how the family does things. The
Board of Directors' role is to
manage the business.
Simultaneously, family council
resolves and regulates family
issues and connects to business;
such meetings are a core of
governance.
Family council helps understanding expectations of family,
senior generation, and aspirations
of Next-Gen. With the help of
proper communication, family can
reduce generation gap within the
family. Generative families have
regular business and family
meetings. They have annual
assemblies, family retreats and
get together and engage in
relationship building that develops
bonding and emotional agreement
within the family as they celebrate
functions and festivals together.
Family meetings are the platform
for discussion, debate, deliberations, decision making, and
understanding dis-agreements.
Whether a family enterprise is in its
second or fifth, or thirtieth
generation, family members must
discuss the unique needs and
challenges that face individuals
within each of the three family
business sub-systems, i.e., family,
business and ownership system.
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Family meetings are all about
members talking about family in
business context and vice-versa.
The conversations may include
Next-Gen, family members' career
in business, business growth, risk,
e s t a t e p l a n n i n g , l i q u i d i t y,
ownership, and how the business
demands impact the family along
with many more issues. For the
challenges family facing, the
leader is to find a solution that
supports multigenerational
success. For this purpose, family
n e e d s t o c re a t e a f a m i l y
constitution that is known to every
individual in family. The family
protocol is a living document
signed by the family members that
laid down the tradition and moral
legacy of family forebears,
principles and rules that regulate
relations among the members of
the family business, and between
them and the business.
Formal family council, a
committee of family members,
usually operates separately from a
company's board of directors and
has no presence at shareholder
meetings. It has an agenda and
schedule of meetings that provide
family members with muchdesired information on family and
business status. Family members
can re-connect with one another,
and family issues can be
discussed rather than left to fester
into larger issues. A council can
also help pass on the founders'
morals and philosophy. The
formation of a family council
requires several stages. The
founder holds initiative for informal
meeting to talk about family's
vision and grooming of the NextGen. The meeting can be a
mechanism for understanding,
belief, choice, view, resembling,
and preference that helps in
decision making. The family
should form an assembly after
several meetings. This assembly
votes on the council members,
which should frequently discuss
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potential changes to the council
itself. A meeting builds a healthy
family and business, plan for future
ownership, and succession
planning even helps managing
relations between the family and
the board. Better communication
systems recognizing and resolving
conflict and finally contributing to
longevity of business.

Researchers and
advisors
experience that
regular family
meetings, active
board of directors,
and proper
strategic planning
ensure continuity
of family business.
A family meeting is
a commanding tool
to strengthen the
family. It helps
family discovering
and building on the
common ground to
play smoothly as a
team.
Family meetings are events that
can help set long-term goals,
ensure transparency, define roles,
and help connect family members
across generations, so they
understand responsibility and
management of the family wealth.
Clear, open communication
through regular meetings helps to
foster a sense of trust and security.
When family members are open to
ask question without limitation,
suspicion diminishes, and a sense

of security grows-the family plan
for business growth in an orderly
and constructive manner.
R e s e a rc h e r s a n d a d v i s o r s
experience that regular family
meetings, active board of
directors, and proper strategic
planning ensure continuity of
family business. A family meeting
is a commanding tool to
strengthen the family. It helps
family discovering and building on
the common ground to play
smoothly as a team. The NextGen can understand importance
of non-family executives and their
contributions and roles in
professionalizing business.
To sum up, family meeting is a key
to maintaining harmony in the
family. Members should learn to
put their views accepting
differences and disagreements,
discuss the issues arising with
respect in such meeting and learn
to work together with differences,
and understand challenges and
opportunities that lie ahead in
personal relations. Family council
creates boundaries between
family and business, reflects
family's vision in business,
and helps in smooth planning
for succession and passing
on assets and inheritance
generation to generation, thereby
professionalizing personal
relations.

Professor Hitesh Shukla is an academic
and shaper of the family business field. For
decades, his insights, advice, lectures and
writing have helped to develop leaders,
professionalize businesses, strengthen
families, and pass sustainable enterprises
from one generation to the next.
He advises families on topics such as longterm success; ownership, and family
governance; developing next generation;
succession transitions; conflict resolution and
family harmony; ownership and business
strategy; professionalizing the family business
and life and career planning; selling the family
business; and many other issues important to
family enterprises.
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COMPLIANCE
REQUIREMENT FOR THE
MONTH OF APRIL - 2021
CA KAMLESH P. MEHTA

(FCA, DISA)

M/S. KAMLESH P. MEHTA ASSOCIATES

Exchange/
Authorities

Due Date

Particulars

BSE / NSE / MSE / Contract note serial no. to be setup starting from No. 1
MCX / NCDEX

01/04/2021

BSE

Uploading of client funding reporting for the month of March, 2021.

01/04/2021 to
07/04/2021

All Exchanges

Contingency Drill / Mock Trading Session (Subject to circular to be
issued by respective exchanges)

03/04/2021

PMS

PMS- Certification for Activity Report- through SEBI portal for the
month of March, 2021

Within 7
working days
of next month

NSE

Uploading of client funding reporting for the month of March, 2021.

07/04/2021

Depositary

Investor Grievances (Report) '  CDSL &  NSDL

10/04/2021

MSE

Uploading of margin funding file for the month of March, 2021.

15/04/2021

All Exchanges

Reporting for Artificial Intelligence (AI) and Machine Learning (ML)
applications and systems offered and used by market intermediaries
for the quarter ended March, 2021. ( Ref. SEBI circular no. SEBI/HO/
MIRSD/DOS2/CIR/P/2019/10 dated January 4, 2019)

15/04/2021

NSE / MCX /
BSE / NCDEX /
NSDL / CDSL

Reporting of Cyber Security Incidents for the quarter
1st January, 2021 to 31st March, 2021

15/04/2021

Income Tax

Advance payment of Income Tax

15/04/2021
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NSE

Issue of STT statements for the F.Y. 2020-21 to clients

30/04/2021

NSE / BSE / MSE

Statement of accounts for funds and securities to all clients for the
period 1-1-2021 to 31-03-2021 (For non running accounts)

30/04/2021

NSE / BSE

Submission of Margin Trading Compliance Certificate & Networth
certificate for the half year ended March 31, 2021 (For those who
have availed Margin Trading Facility)

30/04/2021

MCX / NCDEX

Quarterly Statement of accounts for funds & Commodities to all
clients for the period 01/01/2021 to 31/03/2021

30/04/2021

CDSL / NSDL

Submission of tariff structure to CDSL/NSDL

30/04/2021

Income Tax

TDS Payment for the Month of March 2021

30/04/2021

NSE / BSE / MSE /
MCX / NCDEX

Issuance of Global Report to clients for the trade executed
during the F.Y. 2020-21

30/04/2021

All Exchanges

Updation of PAN details of KMP and Directors

30/04/2021

CDSL / NSDL

Risk Assessment Template for the period from 01.10.2020 to
31.03.2021 (Subject to circular to be issued from CDSL / NSDL)

30/04/2021

PMS

Submission of Corporate Goverance report on PMS SEBI portal

30/04/2021

BSE

No. of STR filed with FIU-IND for the month of March 2021.
(Including NIL STR)

Before
30/04/2021

All Equity &
Commodity
Exchanges

Requirement of sending a complete ‘Statement of Accounts’ for
funds, securities and commodities in respect of each of its clients
on weekly basis.

Weekly basis

All Equity &
Commodity
Exchanges

Reporting of client level Cash and Cash Equivalent Balances and
Bank account balances

Weekly basis

All Equity &
Commodity
Exchanges

Uploading of Clients’ Funds, collateral and other details lying
with the member broker. (Enhanced Supervision)

Weekly basis

All Exchanges

Uploading of day-wise Holding statement in the specified standard
format to exchange within 4 trading days of subsequent week

Weekly basis

Kamlesh P. Mehta, B.Com. FCA, DISA (Post qualification course in information system audit from ICAI) is a practicing Chartered
Accountant by profession having an experience of 26 years in the field of capital market compliance consultancy, depository services
audit, management consultancy, system audit and Commodity market compliance consultancy.
He is a Proprietor of CA firm M/s. KAMLESH P. MEHTA ASSOCIATES & Partner of MEHTA SANGHVI & ASSOCIATES located at Borivali,
Mumbai.
He is also providing compliance calendar to BSE brokers forum and ANMI regularly and same is published in their journal. Recently he
and his team had drafted compliance manual for commodity brokers published by BSE brokers forum.
He is a regular speaker of the various seminars for broking and DP compliances organized by WIRC (Western India Regional Council of
ICAI) and study circle group. For further assistance, kindly contact at: kamleshmehtaca@gmail.com
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COMPLIANCE A COMPULSION
OR A PRECAUTION IN THE YEAR
2021 FOR SUSTAINABLE
BUSINESS ENVIRONMENT

NEHAL SHAH

Head - Compliance,
Legal & Secretarial

a)
b)
c)
d)

YES ASSET MANAGEMENT
(INDIA) LIMITED

e)

C

ompliance as a function has evolved over the
last two decades from “mere reporting/
technical function” to “strategic partner /
trusted adviser to business”. It has become a far
matured function with more increased clarity on the
role and responsibility of the function across sectors.
It is indeed a major contributor in the context of
framing policies, processes, implementing and
interpretation of regulatory requirements, guiding
and influence business to comply with law in letter
and spirit and thereby ensuring the business
functions on the right side of the law.
Compliance has become indispensable and
therefore the regulators across sectors have laid
down the requirement to have a compliance officer
who can be instrumental in creating right/positive
compliance culture.
Compliance help business in elevating
corporate governance score:
It is very important for organisation to demonstrate a
good compliance culture to maintain their reputation
and win the trust of customers, investors and
regulators. A good compliance culture can benefit
organisation in several ways which includes:
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f)
g)
h)

Meeting regulatory obligations;
Minimal organizational and individual risk;
low reputational risk;
more confidence among employees while
performing their jobs;
Helps attract and retain talent and ensure
employee engagement;
improved transparency which enables better
decisions;
enhanced relationship with regulators and other
stakeholders and
enhanced valuation among investors

Hence, properly planned and executed compliance
management system ensure the business grows in a
sustainable and compliant manner.
Costs of poor compliance culture leading to
compliance risk:
Compliance risk is the risk of legal or regulatory
sanctions, material financial loss, or loss to reputation
a bank may suffer because of its failure to comply with
laws, regulations, rules, related self-regulatory
organization standards, and codes of conduct
applicable to its banking activities.
Poor compliance culture may lead to heavy costs to
the organisation in terms of:
a) risk of inquiry, investigation and litigation;
b) loss of reputation and trust that was earned over a
period of time;
c) cost involved in terms of fine / penalty / litigations;
d) low confidence from regulator and hence delay in
re g u l a t o r y a p p ro v a l f o r n e w b u s i n e s s
projects/products;
e) risk of losing good staff and inability to find their
replacement;
FORUM VIEWS - APRIL 2021

f) overall bandwidth of the organisation gets spent in
responding to inquiries/investigations rather than
business development or productively using the
available resources;
g) cancelations / suspension of license to do business

Further, the recent development in technology (such
as machine learning, artificial intelligence etc.) also aid
in designing effective tool to manage the day to day
compliances such as trade, communication
surveillance, tracking deadlines for reporting etc.

Compliance infrastructure - “cost or investment”
Does your organization invest in compliance, or just
pay for it? This is not a rhetorical question. There’s a big
difference between merely covering the expense of a
program and investing in it. Investment decisions are
strategic and long term. They are based on a business
case and cost/benefit analysis. Expense decisions are
more tactical, and are often associated with things an
organization must do to keep running - like meet a
regulatory requirement so they can check the box.

Evaluating Effectiveness of Compliance
Program:
Below are few points that would help in evaluating the
effectiveness of the compliance program within
organisation:
a) Tone at the top: The tone at the top sets an
organization’s guiding values and ethical climate.
Properly fed and nurtured, it is the foundation
upon which the culture of an enterprise is built.
Ultimately, it is the glue that holds an organization
together.

Compliance has become
indispensable and therefore
the regulators across sectors
have laid down the
requirement to have a
compliance officer who can
be instrumental in creating
right/positive compliance
culture.
While the debate is continuing whether to consider
compliance as cost or an investment, in my view,
organisation should eschew the tendency to treat
compliance merely as cost and should recognise that
proper conduct saves the organisation from possible
reputational loss and penalties - thus, generates
hidden earnings which most companies do not
quantify, and hence do not realise.
It will not be an exaggeration to say that some of the
big losses suffered by companies on account of frauds
could have been avoided if a good compliance culture
was ingrained in respective company through effective
Compliance Management Programs. An effective
designed compliance controls and process would
help in identifying compliance risks in each business
line, product and process, and devise ways to mitigate
such risks. The processes and requirements should be
properly documented with a list of do’s and don’ts
accompanying the same.
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Having a strong tone at the top is believed by
business ethics experts to help prevent fraud and
other unethical practices. The said concept was
strongly emphasized in the Sarbanes-Oxley Act of
2002 as important in the prevention and detection
of fraud and other unethical financial practices.
Support from Board of Directors and Top
Management is essential for creating right
compliance culture.
b) Accountability: Organisation’s senior management is responsible for effective adherence to the
compliance policies by the management and staff;
and to for ensuring that compliance risk is
minimised. Culture of owning the responsibility
individually and collectively by board; clear
demarcation of accountability of senior
management, functional head and operational
head; role of business unit as first line of defence
and role of internal audit as third level of defence in
facilitating robust compliance culture are all
important.
c) Continuous Communication/ training to create
awareness: An effective compliance culture
re q u i re s c o n t i n u o u s c o m m u n i c a t i o n o f
expectations on risk and compliance and practices
across the organisation; compliance awareness
channels for existing and new Board members,
senior management and employees; process for
containing conduct risk and whistle-blower
mechanism.
d) Robust Regulatory Tracker: In order to
systematically and regularly comply with periodic
compliances, it is absolutely necessary to prepare a
regulatory tracker. Such tracker may contain
regulatory amendments, various compliances
under such amendments, persons responsible for
ensuring the compliances are, the penalties for noncompliance, steps taken to comply with
requirements etc. This will ensure that compliances
are met in a timely manner and there is no delay.
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e) Periodical Review Framework: It is very
important to review the existing compliance
framework to ensure that it meets the regulator`s
and board of director`s expectation and it must be
updated with latest guidelines and current theme of
the industry to capture the latest development for
review. Any new implementations of regulations or
policies needs to be reviewed to ensure that it’s
implemented by relevant stakeholders. Such review
may be done by internal compliance team, audit or
quality assurance auditor (depends on the internal
team size).
f) Robust surveillance mechanism: It is essential
to have a robust surveillance mechanism in place
within organisation depends upon the size and
complexities of the organisation. Surveillance could
be of various categories such as trade surveillance,
email surveillance, personal trade surveillance to
ensure compliance of internal policy, chat/
messenger surveillance, emails and internal
communications surveillance, review of expenses
claimed by employees are genuine and profits are
not made on the expenses etc. There are various
tools available in the market which also uses
machine learning (ML) and artificial intelligence (AI)
as part of their system to give effective alerts to
ensure compliances.
Compliance officers - skill set requirements:
Considering the fact that regulatory regime continues
to evolve extensively, it’s important for our profession
continuously upgrade technical and soft skill, some of
the important skills are given below:
a)Ability to interpret: There are very few black-andwhite rules so the ability to interpret the spirit of the
rule as well as the actual language is important.
Compliance staff need to be able to work within the
grey areas.
b) Attention to detail: This seems obvious because
so many regulations require detailed analysis, but it’s
important to attend to the details while maintaining a
view of the big picture.
c)Attention to the big picture: Compliance officers
must understand the bigger picture and what the
regulators are trying to accomplish with the
regulation. They must also have the attention to
detail to help them figure out how to implement it.
d) Ability to apply rules to real-life facts: Knowing
the regulations inside and out is great, yet staff must
have the ability to apply their fact situations to the
rules and regulations.
e)Communication skills: Written and verbal
communication skills are essential. The compliance
officer must have the ability to communicate at all
levels in the organization from front-line staff to the
CEO and board of directors. Having compliance
expertise adds little value if it can’t be
communicated effectively.
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f) Courage: A compliance officer must not be afraid to
ask tough questions, to put problems (and solutions)
on the table, to enter into conflict and to speak the
painful truths that other may be avoiding.
g) Diplomacy and negotiation skills: A compliance
officer is constantly in difficult conversations - about
how much time to take away from the business for
training, what processes the organization need to
change to mitigate risks, what disciplinary action the
organization needs to take following a compliance
incident. Managing to resolve these conversations
through win/win scenarios is essential to being
successful in the profession.
h) Integrity and Honesty: A compliance officer must
provide ethical leadership and live by the values of
the organization each day of her/his professional life.
I) Risk Management: The compliance officer needs
to have good knowledge about risk management.
The CO provides advice whether to avoid, accept,
mitigate or transfer risk and to do that needs proper
subject matter understanding.
j) Leadership: Probably the most important one. A
compliance officer needs to have the drive to
develop and grow the compliance program and to
be able to transfer that drive to others including the
ones at the top.
To sum up above, with continuous increasing in the
regulatory obligations across sector, it`s important to
invest in compliance function in terms of resources and
tools coupled with training relevant stakeholders on a
continuous basis to create right level of compliance
awareness within the organisation which would have
long lasting positive impact on organisation.
Nehal Shah, Company Secretary, LLB and Post-graduation in
Securities Law Course from GLC.
She has been acting as Head - Compliance & Company
Secretary since 2011 managing end-to-end Compliance,
Secretarial & Governance function for various organizations
and helped them to enhance their compliance culture. She has
been heading the function since young age. With more than 17
years of experience in Compliance, Secretarial, AML, Audit and
Corporate Governance Functions of leading capital market
intermediaries and listed companies. She has worked on
various key assignments such as getting regulatory approval for
business licenses, products, audit & inspection, restructuring,
Merger & Amalgamation, Right and preferential issues, listing,
transfer/ sell of business, integration activities post acquisition
etc. in global and local conglomerate. She has been invited as
guest speaker at NISM, Compliance Academy, ICSI and
various other forum.
Accolades:
• Named as “Top 10 Chief Compliance Officer in India in
2020” by CEO Insight Magazine
• Award for the “Outstanding Contribution” to Indian
Franchise of Deutsche Bank received in Jan 2015
• Compliance 10 / 10 “Excellent Performer 2015” by
Legasis.
• DB Champion 2009 for CSR activities
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SEBI PROPOSES TO TIGHTEN
NORMS RELATED TO
INDEPENDENT DIRECTORS
SANDEEP PAREKH
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O

n March 1, 2021 SEBI issued a consultation
paper on review of provisions relating to
independent directors (“Consultation
Paper”), primarily under the SEBI (Listing Obligations
and Disclosure Requirements) Regulations, 2015
(“LODR Regulations”) and the Companies Act,
2013 (“Companies Act”). The changes have been
proposed to reinforce the role of independent directors
(“IDs”) amidst rising concerns related to their
independence and efficacy, especially in the aftermath
of the Satyam Computer Services fraud, Cyrus MistryTata Sons spat and IL&FS defaults, to name a few.
The proposals recommended by SEBI in the
Consultation Paper aim to inter alia enhance
transparency and ensure greater accountability in
matters relating to the appointment, removal and
resignation of IDs. Some of these recommendations
are discussed below:
Enhancing the ‘independent’criteria for IDs
The present eligibility criteria for appointment of IDs
excludes persons who have been employees or key
managerial personnel (“KMP”), or persons whose
relatives have been KMPs, of the listed entity, its
holding / subsidiary / associate company in the
preceding three years. With a view to further bolster
the independence of IDs, SEBI has recommended that
persons who have been employees or KMPs of
promoter group companies of the listed entity in the
preceding three years, shall also be excluded from the
definition of IDs. Further, in the event of any existing
material pecuniary relationship between the person or
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his / her relative and the listed entity / its holding /
subsidiary / associate company, a three-years’ cooling
off-period is proposed instead of the existing
requirement of two years.
Appointment / Removal of IDS
Under the present framework, the nomination and
renumeration committee (“NRC”) of a listed entity
usually recommends a name to the board of directors
and the said person is appointed as an ID through a
board resolution and subsequently, shareholders’
approval to such appointment is obtained through an
ordinary resolution. According to SEBI, the
appointment and removal of IDs is a key component in
ensuring independence of IDs and protection of the
interests of minority shareholders, especially in
companies with promoter-centric shareholding.
In this regard, a novel ‘dual approval’process, similar
to that adopted in other jurisdictions, has been
proposed for the appointment / re-appointment and
removal of IDs, wherein the appointment / reappointment / removal of IDs will be subject to: (a)
approval by shareholders, and (b) approval by ‘majority
of the minority’ (simple majority) shareholders, where
minority shareholders include shareholders other than
the promoter and promoter group. While the approval
by shareholders for appointment of IDs can be
effected through an ordinary resolution, approval for
re-appointment would require a special resolution.
Similarly, for removal of an ID during the first term, an
ordinary resolution by shareholders approving such
removal will suffice, whereas for removal of IDs in the
second term, a special resolution will be required. The
abovementioned dual approval structure,
incorporating the Majority of Minority (“MoM”) voting,
has been introduced by SEBI to accord greater
equitability to non-promoter shareholders.
It is further proposed that in the event either of the
approval thresholds for appointment / re-appointment
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are not met, the listed entity may either propose a new
candidate, or propose the candidature of the same
person for a second vote of all shareholders (without
MoM voting requirement) post a minimum cooling-off
period of 90 days, not exceeding 120 days. A similar
cooling-off period for a second vote for removal of IDs
will be prescribed in case both the approval thresholds
(a) and (b), as stated above, are not met the first time.
Further, in addition to the above, SEBI has also
recommended that instead of post facto approval of
appointment of IDs by shareholders in the general
meeting after their appointment as additional IDs by
the board of directors, IDs will be appointed only after
prior approval by shareholders at a general meeting. In
case of a casual vacancy due to resignation, removal,
death of an ID or failure of an ID to get re-appointed,
shareholders’ approval is required within a period of
three months. This is targeted to considerably reduce
the gap between appointment of IDs and
shareholders’ approval to such appointment.
Resignation of IDs
In order to address the perceived risk of an inherent
conflict of interest arising out of situations where IDs,
post tendering their resignation, switch over to other
companies or to an executive position in the same
company, SEBI has recommended the disclosure of
the entire resignation letter of IDs to stock exchanges
along with a list of present directorships and
membership to board committees. Further, in the
event the ID resigns citing personal reasons or preoccupation or other commitments, a one-year
cooling-off period will be prescribed before the ID can
join another company or transition to a whole-time
director of the same company.
Enhancing the Transparency of NRC
In a bid to provide greater transparency in the
appointment process, SEBI has recommended that
NRCs shall prepare a description of the role and
capabilities required for each appointment of IDs, and
appropriate disclosures of the same shall be made to
the shareholders along with explanation as to how the
proposed candidate meets such requirements.
Further, it is proposed that NRCs may use the services
of external agencies for identifying suitable
candidates, however appropriate disclosures will be
required with regard to the channels used for
searching appropriate candidate, including the
category of the person making any recommendation
of such appointment (such as, promoter, institutional
shareholder, executive / non-executive / independent
director, etc.). Further, SEBI has proposed that NRCs
shall comprise of two-thirds IDs, instead of the existing
requirement of majority of IDs.
Composition of the Audit Committee
In view of the duties cast upon the audit committee of a
listed entity, SEBI has proposed that audit committees
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shall comprise of two-thirds IDs and one-third nonexecutive directors, who are not related to any
promoter or nominee directors of the listed entity, etc.
Remuneration to IDs
Presently, IDs can be paid a maximum sitting fees of
INR 1 lakh and no more than one percent of the net
profits of a company (if the company has a managing
or whole-time director) or 3 percent in other cases.
Further, there is an express prohibition under both the
Companies Act and the LODR Regulations with regard
to issuing of stock options to IDs. SEBI, with a view to
ensure greater accountability amongst IDs, has
proposed to make recommendations to the Ministry of
Corporate Affairs with regard to modification of the
existing remuneration structure for IDs. In this regard,
SEBI has sought comments from the public as to
whether the existing remuneration structure for IDs
should be revised, and whether IDs should be given
employee stock options with a vesting period of five
years instead of profit-linked commission.
The objective of SEBI to recommend giving of stock
options arises out of a need to ensure that IDs have
‘skin in the game’ and their interests are aligned with
the interests of the company and its shareholders.
Conclusion
While the above recommendations may prevent
promoters from appointing yes-men as IDs on their
board of directors, proposals such as dual approval
structure or a one-year cooling off-period before IDs
can transition to a new company may lead to practical
difficulties in implementation as companies would
have to wait for a considerable amount of time before
an ID is finally onboarded. Another important point that
needs to be considered is whether employee stock
option plans would be incentive enough for reputed
IDs to get on board, as compared to profit linked
commissions. Lastly, a stringent framework related to
appointment/re-appointment, removal and
resignation of IDs, may further disincentivise
candidates from applying for ID positions, thus
narrowing the already limited pool of suitable IDs.

Sandeep Parekh is the managing partner of Finsec Law
Advisors, a financial sector law firm based in Mumbai. He
worked as an executive director at the Securities and Exchange
Board of India, and has been a faculty at the Indian Institute of
Management, Ahmedabad. He has worked for law firms in
Delhi, Mumbai and Washington, D.C. He is admitted to practice
law in New York. He has published op-eds in the Financial
Times and the Economic Times. He is the author of a wellreceived book “Fraud, Manipulation and Insider Trading in the
Indian Securities Markets”.
He is an independent director on the board of HDFC Bank Ltd.
He was the Chairman of SEBI’s Proxy Advisory working group
and is a member of SEBI’s Mutual Fund Advisory Committee.
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ARE YOU AN
INSIDER?
REKHA SHAH

Founder

ANALYZE N CONTROL
The objective of this article:
• The objective of this article is to specifically make
the audience aware of the ways, how at times
intended or unintended parties can become part
of a “connected” circle.
• Should Prohibition of Insider Trading (PIT)
Regulations cover such unchartered territories
with a focus on Media and publications connected
to the Financial sector and Information Technology
professionals, hackers as well as providers of
political intelligence?
• Such specified entities could misappropriate
sensitive corporate, political data which could be
Unpublished Price Sensitive Information - UPSI or
material information.
To start with: Who is an Insider?
• An insider in the world of stock markets implies
anyone who is privileged to information about a
company that can drive a stock substantially
higher or lower. Such information could be
because “anyone”:
• An insider with UPSI or material information could
be anybody ideally who gets to know the UPSI or
information material enough to drive the prices
either ways, directly or indirectly before it makes its
way to the public domain officially or legitimately,
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• Can Media/Columnist Publication houses,
Political analysts, bloggers be covered under the
definition of Insider? - Entities having UPSI or
material information have the potential to move
prices significantly and trading on that information
can imply having an unfair advantage and not
giving a level playing field to all investors,
• If so, how the current PIT Regulations need to be
reviewed and extended to cover the above
entities?
Before we delve into the interesting case
studies, a quick overview on PIT Regulations
2015 -Peek in the past and Evolution process India Perspective:
• The track record of the Indian financial regulatory
scenario over the past decade w.r.t action against
cases of Insider Trading is not very encouraging.
• According to the *Annual Report of SEBI for the
year 2016-2017, Insider trading constituted 14%
(34 cases) as against 12 cases in the previous
year. Insider trading is rampant and is increasing
with each passing year. Also, as against 34 cases
taken up for investigation, only 15 were
completed. It is, therefore, a matter of serious
concern.
• Some statistics are given below of major count of
insider trading cases excluding delayed
disclosures, recovery, attachment, remittances
from 2018 to Feb 2021:
Year
2018
2019
2020 and upto Feb 21

Major cases count
211
143
123
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Types of penalties in 2020-Feb 21 cases (As
some of the cases involved multiple violations,
the same have been classified on the basis of
the main violation.)
Insider Trading - Jan 20-Feb 21
- Spectrum - 123 major cases
Penalty
Settlement
Debar Disg..

11
56

37
Settlement
Debarment cancelled

Penalty
Disgorge

- An overhauled version was introduced
in 2015, based on N K Sodhi committee
recommendations and that the model code of
conduct should be principle-based rather than
rule-based.
- A concept of trading plans was introduced
giving an opportunity to insiders who could
trade in the stock, if they could announce a
plan of Buy/Sell in advance, under the
obligation to execute those trades.

9

8

2

Debar
Penalty Cancelled

Detailing the penalty of some of the major 123
listed cases of Jan20-Feb 21 - duly summarized

PENALTY DATA - NO.OF CASE FOR INSIDER TRADING
1-10 Lakh
>10 <=25 lakh
>25 lakh <=1 cr
>1 cr <=3 cr

Should Prohibition of Insider
Trading (PIT) Regulations cover
such unchartered territories with
a focus on Media and
publications connected to the
Financial sector and Information
Technology professionals,
hackers as well as providers of
political intelligence?

> 3cr
Debarment

• Over the years, laws for PIT Regulations have
evolved. The regulatory process involves first
establishing who is the Insider, what constitutes
UPSI, and who traded and/or benefited from that
information? The clarity w.r.t this requires
emphasis on training and continuous FAQs.
• Finally, in 2019 based on the TK Vishwanathan
panel report. organizations needed to have in
place a policy and procedure for conducting an
inquiry into incidents of leakage of UPSI. Also, it
was prohibited to communicate and have access
to and procure UPSI. However, communication
w.r.t due-diligence and to specified third-party
vendors for ‘legitimate purpose’ is permitted.
• An informant mechanism was formalized in
August 2019, which gives the regulator a platform
to widen the net and increase the quality of
evidence and investigative processes.
• SEBI was granted powers to call for phone data
records only in 2014. However, it does not have
t h e p o w e r t o t a p p h o n e re c o rd s , a
recommendation of the Vishwanathan panel.
• The first set of Regulations were introduced in
1992 and then:
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Prohibitions and Exceptions in the current
regulations also cover:
Exceptions
• Disclosure maybe is allowed where
communication is made for legitimate purposes,
or discharge of legal obligations e.g in the
ordinary course of business to partners,
collaborators, etc.
• Due to the takeover regulations, obligations to
make an open offer arise, and the Board of
Directors (BoD) is of informed opinion that
disclosing is in the best interest of the company.
The important thing to note here is that the
disclosure has to be made to the entire public and
not a selective group.
• The regulations provide for certain exceptions
which include, in the conduct of due diligence, for
off-market transactions, a trade executed in the
absence of any leakage of information or trades
executed in the pursuance of trading plans.
Prohibition
• Under regulation 2B, e.g lawyers, accountants,
partners, etc. would be covered under the
definition of insider at the point when UPSI is
disclosed for legitimate purpose.
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Penalty Provisions:

Interesting Cases: Learning from history

SEBI Act for Insider Trading
• A penalty which shall not be less than Rupees Ten
Lakhs which may extend to Rupees Twenty-Five
Crores or three times the amount of profits made
out of insider trading, whichever is higher.

A. Hacking-did not spare the regulator. Case in
a snapshot:
• In 2019, the U.S. SEC had charged seven
individuals and two organizations with being part
of an international scheme that hacked the SEC's
“EDGAR”( Electronic Data Gathering, Analysis,
and Retrieval system) document system, stole
nonpublic corporate information and used it to
illegally earn $4.1 million via insider trading.
• These test filings included submissions by public
companies that contained earnings results and
other material information that the companies had
not yet released to the public and the hackers
used it to place profitable securities trades before
the information was made public
• **Alleged: $270,000 Made in 24 Hours and
representing below - Court documents reflect
pointwise how the alleged insider trading scheme
worked:
1. Test filing: For example, on May 19, 2016, at
3:32 p.m., "public company 1" uploaded a test
filing containing its second-quarter results to
the EDGAR servers.
2. Data theft: "Six minutes later, the defendants
stole the test filing and uploaded a copy to the
Lithuania server,"
3. Purchase shares: "Between 3:42 p.m. and
3:59 p.m., a conspirator purchased
approximately $2.4 million worth of shares of
public company 1."
4. Earnings release: "At 4:02 p.m., public
company 1 released its second-quarter
earnings report and announced that it
expected to deliver record earnings in 2016."
5. Sell shares: "Over the next day, the conspirator
sold all the acquired shares in public company
1 for a profit of more than $270,000."
• Further prior to the EDGAR hack, few of the
entities named in EDGAR cases were also
responsible for hacking into major U.S. newswires
to steal confidential, nonpublic information on
businesses as part of an international insidertrading scheme.
• Deep dive of the given case (please check Reference Section) does highlight that how
these cases became base for regulatory
changes:
• In the above case, the defendants engaged in
serious misconduct, but did they commit insider
trading or securities fraud? These claims required
to have a studied approach and interesting pros
and cons to it.

The Companies Act, 2013
• Section 195 of the Act prohibits directors or key
managerial personnel of a company from
engaging in insider trading either as principal or
agent they are reasonably expected to have
access to any non-public price- sensitive
information in respect of securities of a company.
Insider Trading Global perspective-US Markets
since 1933
1. Insider Trading regulations have been evolving
since 1933-1934 and were formalized further in
1984-1988.
2. The US has been one of the leading enforcers of
Insider Trading. (again some background)
• The US courts have provided the requisite
jurisprudence relating to insider trading in order to
assist the Securities Exchange Commission
(SEC), which can be illustrated as follows:
• The Classical or Disclose or Abstain theory: the
insider must disclose UPSI to the public before
making the trade or abstain from making the trade
at all. This theory is applicable to directors,
officials, employees or other associated or
connected persons.
• The Misappropriation theory: protects the
securities markets against abuses by outsiders to
a company who have access to UPSI that may
affect the company’s security price when
revealed, but who otherwise owes no fiduciary or
any other duty to the shareholders of the
company.
Punishment under SEC
• The US Sanction Act, 1984, not only imposes
fines up to three times the profit gains or loss
avoided by use of such material UPSI but also
requires all directors, officers and, beneficial
owners of more than 10% of its registered equity
securities to mandatorily file an initial statement
with the SEC as well as with the exchanges on
which the stock may be listed. The US laws and
regulations have much more stringent and
punitive criminal and civil sanctions in comparison
to the Indian laws.
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So, in short, how was this handled:
• In order to bring hacker-traders within the ambit of
federal securities law, the U.S. SEC developed a
novel theory of liability that treats hacking and
trading as a form of deception in violation of
Section 10(b) of the Securities Exchange Act of
1934.
Back Home Recent case
I would like to highlight the Interim SEBI Order dated
January 13, 2021, In the matter of CNBC Awaaz
“Stock 20-20” Show co-hosted by Mr. Hemant Ghai
- and the question that comes up is should such
media companies or publication teams/firms/media
bloggers be covered under PIT Regulations:
B. But prior to that, please let’s not miss this
one very interesting similar and relevant 1986
case once again from SEC history:
• R. Foster Winans case of 1986, where he was a
columnist at the Wall Street Journal who wrote a
column called "Heard on the Street."
• In every column, he would profile a certain stock, It
was subsequently observed that he arranged a
deal where he leaked the contents of his columnspecifically the stock that he was going to detail-to
a group of stockbrokers, who would then
purchase positions before the column was
published and the brokers shared their gains with
Winans in return for his intelligence.
• The ruling, in this case, was a landmark and
upholds an expansive view of the insider trading
laws, applying sanctions not only to those who
have access to corporate secrets but also to
those, like Mr. Winans and his co-defendants,
who are not corporate insiders.
• It was based on how the theft of information in the
insider trading context harms market efficiency
and confidence instead of direct reliance on
inherently subjective assessments of “fairness”.
• ***Quoting one of the interesting articles which
says:
“Put quite simply, the race in the stock market is to
the swift, not to the thief”.
Also, it was clear that the information being shared
was material because “How many of us would
really invest a substantial portion of our hardearned net worth in highly volatile stocks or
options based on something overheard from two
total strangers? In a word, if you're going to claim
"the dog ate your homework," it's probably a
good idea to at least own a dog. Many defendants
we encountered with this story don't.”
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C.Back Home - CNBC Awaaz -Hemant Ghai
case: should global learnings be extended
“At Home”
• This case has been currently categorized under
Prohibition of Fraudulent and Unfair Trade
Practices (PFUTP) Regulations, but should this
case not be extended to PIT regulations as only
and only PIT Regulations rightfully has control over
UPSI and front running scenarios to ensure a level
playing field, In fact, the given case could become
a base to extend the purview of PIT regulations in
terms of trade approvals and declarations, etc for
coverage in media and financial publication
companies which deal with stock market space
and have the privilege of information prior to
releasing to the public at large.

Over the years, laws for PIT
Regulations have evolved. The
regulatory process involves
first establishing who is the
Insider, what constitutes UPSI,
and who traded and/or
benefited from that
information? The clarity w.r.t
this requires emphasis on
training and continuous FAQs.
Case Snapshot:
• The noticee was co-hosting a show on CNBC
Awaaz and the trades were observed to be
orchestrated trades including through accounts
of relatives, taking undue advantage of
the advance information regarding the
recommendation to be given on the show that
was co-hosted by Mr. Hemant Ghai.
Strategy adopted:
• Trading Strategy included BTST (Buy Today and
Sell Tomorrow) trades prima facie executed in
synchronisation with the buy recommendation
given on the Show. The same essentially means
that the first buy leg of the BTST trade is
executed a day prior to the buy recommendation
released.
FORUM VIEWS - APRIL 2021

Was the information material? Buying of
shares while in possession of the advance
information disrupts the level playing field.
This was a clear case about the exploitation of
the analysis received in advance w.r.t the buy
recommendation because the probability of
positive impact on price and volume could be
high.
D. My Personal Take:
• It’s a given conclusion that unfair exploitation of
prior information is a misuse of the market
mechanism.
• A registered intermediary rightfully has several
restrictions and has to avoid misleading language.
Should similar restrictions be applicable to all such
businesses which may possess material
information?
• Media channels using program names or news
items with misleading headlines could sway lay
investors into a misunderstanding of guaranteed
profit-making. Should such programs/news bytes
ensure responsible disclaimers?
• Regulations evolve practically on daily basis. They
say, if the going gets tough, the tough get going
and the regulator always strives to rightfully
balance the investor interest by clearing
ambiguous fringes of regulations.
• It’s important to have judgments that become
landmark cases and sure-shot deterrent to cover
all aspects of insider trading or front running
scenarios.
P.S- A recent update:
• Finally a long required notification by SEBI
on March 03, 2021 for improving governance
through PIT Regulations.
The regulator has just released that a Code of
Conduct and Institutional Mechanism for
prevention of fraud/market abuse shall be
applicable to Stock Exchanges, Clearing
Corporations and Depositories (MII-Market
Infrastructure Institutions).
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MIIs are obligated to frame a Code of Conduct (CoC)
and institutional mechanism to regulate, monitor,
and report trading by their designated persons and
their immediate relatives towards achieving
compliance with the PIT Regulations. Also, MIIs to
have an effective whistleblower policy.
Reference:
1. *https://www.sebi.gov.in/sebi_data/attachdocs/oct-2017/
1509355227171.pdf
2. **Computer Hacking and Securities Fraud
• Andrew N Volmer
• https://clsbluesky.law.columbia.edu/2016/04/07/
computer-hacking-and-securities-fraud/
3. ***To Catch a Thief-Recent Developments in Insider Trading
and Law Enforcement
• Joseph A. Grundfest
• https://www.sec.gov/news/speech/1986/062086
grundfest.pdf
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www.analyzencontrol.com|www.circularsnorders.com
• Analyze N Control (ANC) also has comprehensive suite of
state of the art softwares catering to Broking Industry
related to Client Screening, Surveillance, Anti Money
Laundering and compliance based products like Power
Updates (Weekly Newsletter), CircularsNOrders - a unique
regulatory search engine and CircularsNOrders Emailing
with implications.
• ANC has released Regulatory Notifications related “Power
Alerts” on Android which is complimentary service to
Members.
• Rekha Shah is a founder of Analyze N Control which is
actively involved in providing solutions to the Capital
Markets. Her total work experience is more than 30 years
and in Broking industry spans for more than 25 years
including employment upto 2002 and then as service
provider/software development through ANC
• Rekha has done her Business Management from Jamnalal
Bajaj Institute of Management Studies,
• Rekha has been invited by various forums including
workshops and training held by SEBI (Securities Exchange
Board of India), NSE (The National Stock Exchange of
India), BBF (BSE Brokers forum ) and ANMI (Association of
National members of India) for presiding on the panel with
regulators and presenting in seminars especially
emphasizing on corporate governance, process
reengineering, and compliance, efficiency and risk
management.
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THE LAW OF
KARMA
Founder & Managing Trustee

VEDANTA VISION &
VEDANTA TRUST

JAYA ROW

H

ave you wondered why
some people go through
life smoothly while others
face all kinds of challenges? The
law of Karma answers such
questions. It states that life is
governed by a system of cause
and effect. It is a universal law,
like the law of gravity. These laws
are impartial. There are no
exemptions.
The law of Karma is akin to
Newton’s law. It says every action
has an equal and opposite
reaction. Action includes the
desire, intention and thought
behind it. Action is like a seed that
grows into a sapling, plant, and
tree. An apple tree will yield an
apple tree. It cannot become a
mango tree however much you
beseech, beg, or pray for it.
Similarly, a negative action will
only result in grief and sorrow. It
cannot give happiness. If you
want happiness you must sow
happy seeds!
Action or karma is the axle
around which life revolves. You
are a sportsperson because
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you have a desire for it. Desire
has come from continuous
investment of thought in that
field. Thought arises from vasana
or deep-rooted interest, inherent
leaning, tendency, or inclination
for it. You are a combination of all
your vasanas put together.
Vasanas are the blueprint that
determine the kind of body,
family, and environment you
have.

The law of Karma
is akin to Newton’s
law. It says every
action has an
equal and opposite
reaction. Action
includes the
desire, intention
and thought
behind it.

Every action deposits a distinct
footprint in your personality. A
good act will create a good
vasana, a bad act deposits a
bad vasana. Musical acts
create musical vasana, business
actions make business vasanas.
Vasana results in thought,
thought consolidates as desire,
which manifests as action. Action
rebounds as more vasana. All
living beings are victims of their
vasanas. Only the human being is
gifted with choice of action. You
can choose to passively follow in
the line of vasana or break free
and chart your own course.
Irrespective of your past, you can
sculpt a brilliant future by
consistently choosing thought,
desire and action in the direction
of your goal.
It is baffling that a person
suddenly vanishes at death and
another springs to life at birth.
The theory of reincarnation
connects the unexplained
disappearance of traits and
aspirations at death with the
inexplicable appearance of the
same at birth. It says the inner
FORUM VIEWS - APRIL 2021

personality of a person just
moves from one physical body to
another. The movement of the
mind, intellect and vasanas from
one body to another is called
death of the former body and
birth of the latter.

Action performed
free of desire and
with no anxiety for
its fruit does not
create further
desire. So, continue
action, dropping
desire and anxiety.
The action will be
perfect and give
immense success.
You will be happy.
And your desires
will reduce.
Eventually all desire
will go, and you will
be Enlightened.
inexplicable appearance of the
same at birth. It says the inner
personality of a person just
moves from one physical body to
another. The movement of the
mind, intellect and vasanas from
one body to another is called
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death of the former body and
birth of the latter.
Just as a person discards
old clothes to don new ones
a person discards a body
|and environment no longer
conducive for the fulfillment of his
desires and moves to another
body and atmosphere that fits
the bill. Thus, death is a blessing.
It allows you to start afresh on
your journey to Enlightenment.
It allows you to start afresh on
your journey to Enlightenment.
Of the total vasanas one has, a
few powerful ones exert pressure
for fulfillment. They are called
prarabdha vasanas. They
determine your birth in an
environment that is tailor-made
for their exhaustion. Once they
are fulfilled the next batch of
prarabdha vasanas starts
playing up. So you move to
another body and surrounding
that is customized for this fresh
set. This cycle of birth and death
goes on as long as one has
desires.
During your lifetime your
prarabdha vasanas will be
fulfilled. However, you also have
the option of changing your
sanchita vasanas. You can add
to or subtract from them,
upgrade or downgrade them or
even eliminate them.
Action performed free of desire
and with no anxiety for its fruit

does not create further desire.
So, continue action, dropping
desire and anxiety. The action will
be perfect and give immense
success. You will be happy. And
your desires will reduce.
Eventually all desire will go, and
you will be Enlightened.
Jaya Row, Articulate, effective and
engaging, Mrs. Jaya Row brings alive the
wisdom of the Vedas in a modern context.
Combining her experience in corporate life
with 40 years of study and research of
Vedanta she provides useful insights to
life.
Charming oration which transforms
complex Vedic principles into brilliant
management mantras is the hallmark of
her discourses. Her clarity, wit and zeal
have captivated audiences far and wide
and inspired people from all walks of life.
She has the rare gift of being able to
connect with and address the concerns of
a wide range of people from varied walks
of life - from CEOs, corporate executives
and policy makers to industrialists,
scientists & doctors, lawyers,
academicians, homemakers and
university students.
Apart from her popular discourses in India,
she is a well loved speaker in the United
States, UK, Europe and other countries for
the last several years. She has been
i n v i t e d t o s p e a k a t p re s t i g i o u s
organizations such as:
• World Economic Forum Davos
• Google, California
• Intel, California
• MasterCard, New York
• World Bank, Washington DC
• Deutsche Bank, New York
• Stockholm School of Economics
• Princeton University, New Jersey
• Shell UK, London
• Coca Cola Company, Atlanta
• Young Presidents’ Organization
• Maersk Liner Graduate Programme
She has specially designed world-class
educational programs on basic human
values for school children and the youth.
She has published books on life values for
5 to 8 year olds.
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THE ANNIVERSARY OF
PRISIM HEALING
INSTITUTE
Founder & Managing Director

PRISIM - THE
HEALING TEMPLE

PRITI K SHROFF

T

he advent of Prisim Healing
Institute’s 15th Anniversary
brings back beautiful
memories of the journey I’ve lived
that led to the creation of thePrisim
Healing Institute. I literally cannot
believe fifteen years have gone by in
such a jiffy!
Ever since I was a child, I felt
helplessly drawn towards
spirituality. As a result, I’ve always
searched for the deeper truths that
sustain life. In order to further my
knowledge of the Self, over the
years, I began attending sessions
with The Art of Living foundation by
Sri Sri Ravi Shankar, talks with
Swami Subhodananda, Osha and
Vipassana retreats. I also attended
Reiki classes for Level 1 and Level 2.
To add fuel to the spiritual fire, my
elder sister, Tanvi, was diagnosed
with cancer. In order to find a cure,
we travelled to The United States
and enrolled ourselves for the tendaydetox programme at Brenda
Cobb’s institute. In no time we said
goodbye to all kinds of unhealthy
elements such as dairy products,
sugars, refined flours, and so on. We
consumed only raw and dehydrated
foods. We participated in all sorts of
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therapies that ranged from
emotional catharsis to hydrocolonics, aroma therapy to
chiropractic. As a result, not only did
I develop radiance on my skin and
visible weight loss, but Tanvi had
completely rid herself of the effects
of radiation and cancer. The
experience was truly life altering and
eye opening.
We returned to India with a dreamsharing the knowledge we had
acquired, with all of mankind. My
efforts began with a small initiative
from the confined space of my
home and gradually grew into the
institute it is today.
My path was fraught with obstacles
which only Divine intervention could
have overcome. I felt His presence
carry me along my journey with little
miracles happening all the time. My
goal was crystal clear to me- the
creation of Prisim Healing Institutethe healer of all the Tanvis’ of this
world.
Over a period of time, I was
approached by local newspapers
like the Times of India, who
supported my cause by printing my
articles. As a result, the director of

NAB approached me and showed
interest in training the blind to
perform massages and growing
wheatgrass as a source of income. I
was overjoyed at the prospect and
readily agreed.
Finally, having found the perfect little
spot in Grant Road, Mumbai, we
began working on the interiors of the
institute. In a matter of no time, the
institute was up and running and a
new chapter in my life had begun.
The inauguration was a grand and
beautiful ceremony. Several eminent
personalities likeDr. Jagannath
Hegde, Jaiwantiben Mehta,
Dr.Rajan Badwe of Tata Memorial
Hospital, the well renowned lawyerAbad Ponda, graced the occasion.
Ever since, Prisim has been a refuge
for innumerable souls in search of
healing and restoration. In the
following years we had several
celebrities like JavedJafferey,
Dimple Kapadia, ShiamakDavar,
Rati Godrej, KirenSrivastav,
SohrabArdeshir,MilindDeora, Gaur
GopalPrabhuji, Dr.Bindu Khuraana
and Saloni Roy Kapur visit the
institute. They are each such special
souls who brought much goodness
into my life. Had it not been for the
birth of Prisim, I would have never
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found myself associating with such
towering personalities and learning
so much.
Of course, there were days when I
just couldn’t find the strength to
carry on. It was in moments like this
that miracles would happen and
uplift my spirits. Once such instance
was the day, I received the
Empowerment Award for
outstanding efforts in the field of
alternate healing by Molecule
Communications in association with
Zee Television company. It was a
moment my husband and I
reminisce over to this day. Finding
myself on stage with the beautiful
award in my hand which
represented the victory of all our
efforts was a so heart-warming and
pushed me to work harder.
Prior to the lockdown, I launched my
very first book- a memoir that
elaborates my life journey and
experience with alternate healing.
The book is supplemented with a
deck of personalised cards which
provides guidance to lead a positive
and happy life. The evening of the
book launch was studded with
excitement and delightful faces. We
had an expert panel which
interacted with the audience and
guided them on issues related to
holistic living. The entire event was

Dr. Rajan Badwe at the
Inauguration of
Prisim Healing Institute

Winning the
Fempowerment Award
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inaugurated by none other than Mr.
Ashish Chauhan, MD and CEO of
the BSE. We were transported into
spiritual realms beyond earthly living
through the discussions. The panel
comprised individuals such as Kiren
Srivastav, Sohrab Ardeshir, Dr.
Mickey Mehta, and Sanober
Pardiwalla. Feedback for the books
were filled with gratitude and
positivity!

My path was fraught
with obstacles which
only Divine
intervention could have
overcome. I felt His
presence carry me
along my journey with
little miracles
happening all the time.
My goal was crystal
clear to me- the
creation of Prisim
Healing Institute- the
healer of all the Tanvis’
of this world.

Receiving the
Fempowerment Award

Although my journey towards a
holistic lifestyle was filled with its
own set of ups and downs, I am
grateful for every last minute of it. It
gives me great satisfaction knowing
that my years at Prisim have
moulded me into the individual I am
today. I haven’t given birth to Prisimrather Prisim has given birth to this
version of Priti.
Prisim Healing Institute is an alternative
health center that believes in healing one
individual at a time.
We have various complementary
therapies that help an individual to reach
to their optimal health.
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

10 Day Detox Programme
Brahma Satya Energy Healing
Aura Scan & Analysis
Aura Cleanse & Chakra Alignment
Crystal Healing Workshops & Crystal
Grid
Yoga & Zumba
Sujok & Acupuncture
Sound Therapy
Art Therapy & Zentangle
Emotional Catharsis
Fairy / Angel Card Reading
Healing Meditations - Chakra
Meditation, Naadabrahma etc.
Numerology
Hypnotherapy / Past Life Regression
Clearing of Spaces
Reconnective Healing & The
Reconnection
Heartlight Ascension
Raw & Vegan Foods by Prana Kitchen

Brenda Cobb’s Institute with our teacher Unmani

Mr. Ashish Chauhan Inaugurating the book launch
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YOUR IMAGE IS
YOUR PERSONAL
BRAND
Founder

NAMITA SAYANI IMAGE
CONSULTING

NAMITA SAYANI
“People will forget what you said,
people will forget what you did,
but people will never forget how
you made them feel”
- Maya Angelou
It’s a brand-new world and what
better time than this to build your
personal brand image that is
compelling, unique, bold and
outstanding. In this fast-paced world
building your personal brand image
is crucial and very important. Your
image is you in your eyes first and
then in the eyes and minds of others.
Your image is what stays back when
a personal, professional and social
meeting gets over. Everyone
engages in some form of image
management daily consciously or
unconsciously. Image management
is one of the fastest and most
effective ways to build your selfesteem, to boost your selfconfidence, to reflect your ability and
to increase credibility. Image
management is an effective way to
attract others, to build trust and
command respect. It is all about
respect for yourself, respect for
others and respect for the occasion.
Ever wondered what the impact of
your image is?
Have you ever thought about what
impressions you are creating
when you meet someone new?
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By projecting the
appropriate
professional image
you gain respect and
admiration from the
people with whom you
connect daily.
Remember you only
get one chance to
create a lasting first
impression.
Do you know that it just takes 3-7
seconds for people to form an
impression of you?
Yes, you read it right, it just takes
seconds for someone to know if they
wish to be friends with you if they
wish to hire you or work with you if
they wish to buy your product or
services if they wish to continue the
relationship with you or no. You must
have come across the phrase “never
judge a book by its cover” but sadly
we all do. We all make assumptions
about the content of the book by
merely seeing the cover. If the cover
is not appealing, we think twice to

even open the book and read the
content, it’s the same with a
first impression. If you don’t
come across as a friendly,
approachable, credible or trustworthy person you might lose your
chance of creating lasting impact
and you will need to wait for that
second chance, that second
encounter which in some cases
never comes eg. Job interview,
business meetings, networking
events, delivering a presentation and
so on.
People perceive us with what meets
their eyes, they perceive us based on
the impressions we create and the
impact we have on them when we
first meet them. If you want people to
perceive you the way you want them
to be perceived, then you need to
work on your personal brand image.
The way you dress, the way
you talk, the way you present and
carry yourself, your gestures,
postures, facial expressions, eye
movements everything should
be in sync and harmony. Nothing
should be distracting or in
disharmony.
There is a saying that ‘You
cannot NOT communicate”. You are
communicating even when you
don’t say a word. Research says
93% of the communication we have
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is through our non-verbal
communication and the tone
we use. The words we use
have a mere 7% weightage.
You communicate through your
Appearance, Behaviour, Communication skills and Digital Footprint
the ABCD of Image Management.
These elements are vital to get you
the desired job, promotion, business
opportunities, even a life partner and
helps you in being remembered and
get noticed as a powerful personal
brand.
Appearance makes or breaks
your image
Your appearance says a lot about the
efforts you take to dress up and
show up. Appearance is
the foundation or a base to get those
first impressions right. Appearance
includes clothing, grooming, body
language and etiquette. Make sure
the outfits you select are in sync with
your roles, goals and occasions.
When you appear all well-groomed
in a perfectly neat and clean attire
it shows that you care for yourself
and people positively perceive
you. Appearance is the first
thing people notice about you
and people size you up consciously
or unconsciously in those
milliseconds based on what catches
their eyes first. Your body language is
another factor that helps you appear
confident and make you look
authoritative. By giving special
thought to the way you dress and
groom yourself, to the way you act
and behave, to the way you
communicate with your body
language and mannerisms speaks
volumes about you. It’s the little
things that make a huge difference in
how others see us and perceive us.
Our behaviour is more honest
than our words
When it comes to first impressions
your behaviour and the way you
communicate with others or the way
you treat others says a lot about you
without you saying a word. There is a
saying “Treat people the way you
want to be treated” respect is
earned, not given. Remember the
way you treat others shows that you
are a person of high values, ethics
and morale. The way you think, the
way you feel, the way you act and
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behave is the way others react or
respond to you. When you are
networking or going to give a
presentation or meeting a new client
or going for a job interview you need
to make sure you are on your best
behaviour because your actions
speak louder than your words do.
Communication works for those
who work at it
The key to success is in the way you
can influence others through your
communication skills. Being able to
communicate is the most important
life skill you can have in today’s world
where technology has taken most of
our time. It’s not what you say but
how you say what you say that
makes all the difference. Many
people think that communication is
all about the words you use, the
language you speak, the fluency with
which you speak, but it’s much more
than that. Communication is making
others feel important by just giving
them a listening ear, by showing
them that you care, by being
empathetic towards them. People
think that communication means
talking more and listening less,
but it’s the reverse. Effective
communication means understanding and listening without
reacting or advising. Remember
communication is a two-way street,
listen more talk less.
Your Digital Footprint is your new
resume
In this digital world, you are leaving
an impression by the actions you
take on social media, by the posts
you post, by the email you send or
use a search engine. You are leaving
behind a trace of permanent data on
the digital media. Your digital
presence can make or break your
image and it can become a gateway
for your success only if you are
mindful of how you showcase
yourself online. Your online presence
and the way you meet someone
personally should communicate the
same thing, it should be in
congruence and sync with each
other. Every picture you upload,
every comment you make, every
post you like says a lot about you as a
person, be mindful of what you are
sharing online it matters a lot and is

very important in building your
personal brand image. Google
yourself and see,
will you be interested in hiring or
meeting a person you see on the
screen? If not then it’s time to clean
up your social media platforms. In
this technical world, we are being
judged by our online presence and
a re c re a t i n g a n i m p re s s i o n
unconsciously, be mindful of that.
These elements of Image
Management when taken care of
helps you in building your personal
brand image that helps you stand
out from the crowd.
Why do you want to fit in when you
were born to stand out? Work on
your image to be seen as a go-to
person in your industry.
By projecting the appropriate
professional image you gain respect
and admiration from the people with
w h o m y o u c o n n e c t d a i l y.
Remember you only get one chance
to create a lasting first impression.
Namita Sayani, founder of Namita Sayani
Image Consulting. ICBI Certified Image
Consultant, Internationally Certified under the
curriculum of Conselle Institute Of Image
Management USA founded by Judith
Rasband, a Soft Skills Trainer, a Certified Life
Coach, a Certified POCSO Trainer and a
Personal Brand Coach. She is also a Certified
Professional member of IMPA (Image
Management Professionals Association) and
Secretary of IMPA Chennai chapter.
She is passionate about helping business
professionals, teenagers, young graduates
and individuals build their personal brand by
guiding them on their Appearance, Behaviour,
Communications and Digital presence,
because ones’ personal brand is what
differentiates one from other. She works with
people on crafting their personal brand that is
bold, compelling, authentic and unique.
Qualifications:
• A Certified Image Consultant from Image
Consulting Business Institute (ICBI),
Internationally certified under the curriculum
of Conselle Institute of Image Management,
USA founded by Judith Rasband
• An ICBI Certified Trainer Accredited by the
National Accreditation Board of Education
and Training (NABET)
• A Soft skills Trainer
• A Certified Torchbearer of Protection of
Children from Sexual Offences (POCSO) act.
• A member of Image Management
Professionals Association (IMPA)
• IMPA Certified Professional
• Secretary of IMPA Chennai chapter
• Certified Life Coach
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HAS THE WORLD
AGED 10X JUST
IN 2020?
Founder

ZENESSE

VAISHALI WAGLE

S

itting under a tree in a small
town of Coimbatore, in
South India, it felt like I was
at a global convention of spiritual
seekers from across the world.
The energy and vibrancy of the
place was infectious, and I feel the
calmness even today when I close
my eyes and see myself walking
through the ashram.
Our world changed in a matter
of one week
It was March 2020. Little did I or
anyone know that our world would
change so dramatically in a matter
of just one week. Someone had
released a COVID-19 bowling ball
and markets across the world
were falling like ten pins. Schools
and offices had to close. Movies
and sports events were cancelled.
Travel stopped. Even dentist,
doctorand hospital appointments
were put on hold. These were the
first signs of uncertainty.
Many think it’s the uncertainty that
led to the stress; the uncertainty
about the potency of the virus, the
uncertainty about its transmission,
the uncertainty about its cure, and
the uncertainty it induced into our
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lives. While uncertainty certainly
made us vulnerable, it was the
feeling of lack of control that
induced the stress.

A whole new world
of opportunities
magically opened
up before us. For a
seeker, the
dependency of
learning from
someone who was
physically closest
diminished, because
it allowed virtual
access to the best.
Think of your life pre-pandemic.
Wasn’t there uncertainty when you
applied for a new school
admission, or when you bought
shares, or when you played cards,
or when you setup a new

business, or when you launched a
new product? There always has
been uncertainty, because life in its
purest sense is uncertain. Though
there always was uncertainty of
what cards would be dealt to us,
most of us had the feeling of being
in control, because the cards were
in our own hands and it meant we
could do something with them.
Introducing the caged-life!
Quarantine of the sick, lockdown
of non-essential services and
breakdown of oursocial
interactions. It was not a life of our
choice; especially when we were
used to living the life of blue-chip
stocks and were not prepared to
be penny stocks. Administrations
around the world were grappling
with the situation because no one
had the playbook for this once in a
century event.
Reflections - What is your
biggest learning, after
experiencing a life of
uncer tainty and lack of
control?
Re-imagining work, workplace
and workforce became the
mantra
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We warmly welcomed ‘work’ into
our homes; be it the online
schooling of children or the
corporate meetings or the teledoctors. Didn’t it feel like a
blessing to have some work when
many other forms of work fell prey
to the caged-life? For a few
months, people worked more,
either enthusiastically because
they were saving their travel times
or anxiously because they
wanted to save their jobs. And
soon the conversations were
laced with sentiments of feeling
overwhelmed, burnt out and
never-ending work days. People
had increased their 'input' through
longer work hours but it felt like the
'output' wasn’t proportionately
more. Something was missing!
What we didn’t realize was, as we
brought our work and workplace
into our homes, we weren’t
mindful enough to control its
intrusion into our zone of rest and
relaxation. Psychologically, our
minds are tuned to tag a place,
smell or sound with a specific
activity. Hence, we should not
exercise in our bedrooms because
that causes confusion in our
minds, whether it’s a place of rest
or a place of exercise. But most of
us roamed across our houses with
our work and laptops, tagging the
entire zone as a place of work, and
conflicting with its original value of
rest, relaxation and rejuvenation.
Many became mindful of the
human-centric principles of love,
care and empathy when
managing their workforce and I
believe that it has humanized us a
few degrees more than before. At
a board meeting, the speaker's
talk was punctuated by a cute little
child's voice calling out mamma,
mamma. The speaker paused, the
23 members on the zoom call
smiled and waited, the mamma
put herself on mute and the
speaker continued. What would
you call this? I call it empathy.
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Business leaders who hosted
compassionate talks of workforce
wellbeing, had to also cut
compensation of their workforce
so that they all could stay afloat
and survive. I call it care. Social
media was buzzing with fun videos
of children, pets and spouses
making unintentional guest
appearances into video meetings.
I call it love.

Online became a
great leveler, where
everyone was on
the same level
playing field. Social
strata collapsed in
this world and equal
opportunities lay in
front of almost
everyone. Some
made new business
models while some
drowned in the
distractions of this
world.
The trials and plight of the daily
wage earners, the migrants and
the informal sector was a constant
source of concern. They chose the
path of resilience even under
vulnerable conditions. There are
some groups of people who
exemplified what it means to be
unwavering and emerge stronger
under a crisis. Our farmers and
food producers who worked round
the clock to put food on our plates.
Our healthcare workers and
doctors who selflessly attended to
the call of duty. Our armed forces
and police who went beyond law

enforcement and were at the
forefront of providing essential
supplies, emergency evacuations
and critical public healthcare
information. We must salute them.
Reflections - What are the 3
things of 2020 that you feel
most proud of?
Online is the new lifeline
A whole new world of
opportunities magically opened up
before us. For a seeker, the
dependency of learning from
someone who was physically
closest diminished, because it
allowed virtual access to the best.
For the provider, the online
became a new creative source
of connections and business
expansion. Everyone was pivoting
to online like a pro, including
children, who had suddenly found
new sources of entertainment and
engagement. Hobbies that were
buried under the rubble of
responsibilities, suddenly sprang
up with newfound possibilities in
the online world - online jazz
classes, online cooking classes,
online dance classes, even online
spiritual classes.
Every one of us has enjoyed at
least one online celebration; be it a
birthday, a graduation or a school
friends’ reunion. Just like hobbies
came to life, people found being
online as a propellor to seek out
long lost friends, reconnect with
professors and even have famjam
nights. Did you know ‘can you
hear me now?’ was the most
commonly asked question of
2020!
Online became a great leveler,
where everyone was on the same
level playing field. Social strata
collapsed in this world and equal
opportunities lay in front of almost
everyone. Some made new
business models while some
drowned in the distractions of this
world.
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With its glossy and welcoming
doors, the online world of internet
now has hundreds and thousands
of captives who have enslaved
themselves into thinking that this
is the real world. Just like over
consumption of anything leads to
obesity, we will see the negative
effects of being online in months
and years to come. There could
be a generation of ‘coviders’ that
shun reality, are uncomfortable
with real people, and paranoid of
true human feelings.
Reflections - What would you
miss most if the online lifeline
was taken away from you?
Wellness is not just absence of
illness
When you replace the question
“How are you?”, with “How are
you, really?”; it exponentially
increases the chances of getting a
response that is genuine and a
true reflection of the person’s
feelings.
It won’t be grossly incorrect to say
that nobody experienced
wellness in the past year, because
wellness is not just absence of
self-illness. The burden from the
loss of a loved one; the
helplessness while waiting for a
family or friend to recover; the
strain on the financial front; the
general feeling of gloom; the
world news of unrest, injustice
and protests; all compounded
together in eroding our wellness.
Haven’t we all heard of an
‘infectious smile’ or that
‘happiness is contagious’? When
you interact with other people,
you not just share thoughts but
also exchange energies. It is a
great source of transfer of
emotions and feelings. We are an
energy body as described by the
7 chakras. It is quite likely that the
caged-life which limited energy
transfers, could have resulted in
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depletion of your overall
emotional and physical wellness.
Just like we have learnt to use
face masks, wouldn’t it be
wonderful if we adopt preventive
healthcare in India? It might just
enable a whole new way of living,
with a daily dollop of good
physical exercise, good nutrition
and good mental conditioning,
reconnecting us with the healthy
lifestyles of our ancestors.
Imagine what would be your
potential if your health was
optimal. Wouldn’t you be growing
leaps and bounds like the
momentum stocks?
It was expected that the new year
would miraculously bring
recovery. A quarter of the year has
passed by, and if past events of
this magnitude were to be
referred, then events of such scale
do take much more than just a
vaccine to recover.
Reflections - What are you
most grateful for today?
Age is just a number
When a group of new corporate
hires were asked what they liked
most about 2020, majority of
them rejoiced in being able to
spend time with their parents. I
s t ro n g l y b e l i e v e t h a t t h i s
pandemic has helped the world
mature and realise the true
values and priorities of life.
Young children have shown
such tremendous adaptability
and agility, that we should thank
them for being strong and by our
sides.
Recovery will come when we
re-engineer our minds with
these 5 learnings of the past
year. Make these your daily
pills to help you thrive
when everything around is
still confusing, complex,
a n d c e r t a i n ly u n c e r t a i n .
Nourishing yourself will in

turn help the businesses to
grow and move our economy
forward.
1. Your life is a story of the
choices you make daily.
2. The cards are always in your
hands.
3. Your mind needs distinct
zones for rest and work.
4. ‘Online’ obesity will lead to
starved reality.
5. Wellness is today’s investment
for your tomorrow’s fortune.
Reflections - What choices will
make 2021, a year of recovery
and rejoice for you?
Vaishali Wagle is the Founder and
Executive Coach at Zenesse, a space
designed for coaching Executives and
Entrepreneurs to re-evolve, by discovering
their true potential and aligning to their
aspirations.
She has over 21 years of corporate
experience with JPMorgan and Citigroup,
across Investment Banking Technology and
Leadership Development. Having lived and
worked in US and UK, helped her
experience cultural diversity and developed
her inclusive leadership style.
She started her own organization, Zenesse;
to offer holistic development through a
powerful combination of Personal Branding,
Executive Presence and Transformational
coaching.
She has been a sought after coach to senior
leaders & entrepreneurs across various
sectors; partnering with them for creating
breakthrough solutions for their self and
organization’s growth. Her areas of
expertise include leadership development,
emotional intelligence, strategic thinking,
e x e c u t i v e p re s e n c e , s e n i o r t e a m
performance, impactful communication as
well as culture and business transformation.
Apart from industry leaders, she also loves
to work with recent graduates to prepare
them for the corporate life, focusing on selfesteem and establishing a strong personal
brand. She has been invited as a keynote
speaker, judge, and as a panelist to various
industry forums and events.
Her weekly blog, ZenesseMusings serves as
bite-sized learning for young leaders.
She is a member of the WICCI National
Coaching Council, working towards making
coaching accessible to all.
More details about her work can be found at
zenesse.in & on her social media accounts
on LinkedIn and Instagram
@coachvaishaliwagle.
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ne day a man approached the great Buddha
and said “O Master, I am very scared of death,
You are Enlightened. Could you share the secret
through which I may never die? Of course, said the
Buddha. It's very easy. Don't take birth”.What could we
all do so that disease does not take birth in our
systems? How can we prevent disease and maintain or
enhance our wellbeing? Is it possible? Ayurveda gives
us the answers.

Ayurveda shares with us ancient wisdom for our health
and wellbeing. Ayurvedic texts guide us not only to
maintain and enhance our wellbeing but also to heal
disease through natural methods.
In order to strive for balance, Ayurveda recommends
diet and nutrition, adequate exercise, rest, spiritual
practices, such as prayer and meditation, herbs as well
as cleanses to detoxify and rejuvenate the system.
Ayurveda highly recommends eating wholesome,
nourishing, easy to digest meals and living by natures
rhythms and seasons to enhance wellbeing and
prevent disease.
Ayurveda believes that the entire cosmos is made up of
the five elements that is Earth, Fire, Water, Air, and Ether.
These elements combine with each other and form the
three fundamental bio energies called Doshas. The
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three doshas are Vata (Air and Ether), Pitta (Fire and
Water) and Kapha( Earth and Water). Ayurveda believes
that when the doshas are in a state of harmony, it leads
to a state of good health whereas imbalance leads to
disease. These doshas also manifest in us through our
psycho biological being. For the uninitiated, Kapha, the
principle of the Earth Element is responsible for
structure, Pitta, the principle of the Fire element is
responsible for transformation and Vata, the principle of
Air is responsible for movement.

Living the Ayurveda way means living
in alignment with the rhythms and
seasons of Nature in order to enhance
our wellbeing and prevent disease.
Ayurveda puts loads of emphasis on
prevention rather than cure. It believes
that the root cause of most diseases is
due to imbalances in the digestive
system.
There are people who are one dosha dominant, most
people are two dosha prominent and rarely three dosha
dominant. The combination of each person is unique
and here is some information on the personality types
based on each of the dosha types.
Characteristics of the VataIndividual :
Vata people usually have a thin and bony structure.
They tend to walk very quickly and always tend to be in
a rush even while speaking. They are usually erratic.
They hate routine in their life and usually have no set
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schedule. If there is one thing that they crave for, it’s the
freedom to what they want and when they want. They
sometimes have a large appetite and many a times a
rather small one. They may even sometimes forget to
have a meal. Vata people tend to be very friendly but
they have a tendency to get bored and need to meet
and connect with new people all time. They tend to
come up with the best ideas but also tend to be forgetful
and keep forgetting what they spoke soon after.

They usually tend towards dryness and have issues
with dry skin. They mostly even have issues with dry
type constipation where in their stools are dry, hard and
small in quantity. They often tend towards depletion and
tend to have issues with digestion and tend to have a
lesser capability to absorb nutrients.
At work, they love to be busy but tend to get very bored
of doing the same thing for a long time. They may tend
to be obsessed with a certain idea, but in due course of
time get inclined another one and forget the earlier idea.

Characteristics of the Kapha Individual:
The Kapha personality’s bodies tend to be on the larger
side. If they maintain themselves well, they can be
muscular and well-built but their tendency and love for
food and laziness may lead them to become prone to
gaining weight leading to obesity. They are the
happiest people in the world sitting on a comfortable
recliner chair with a large bag of chips in front of the
Television doing nothing. They tend to carry excess
weight and find it very difficult to shed it. They love
stability and are usually happiest when they stick to
routine and tend to be upset when their schedule gets
erratic. Their stability makes them extremely reliable
and they tend to have professional and personal
relationships for decades. They tend to be slow (not
slow in the mind) ie everything they do they will be slow
and stable. They like taking decisions in their own time,
they walk slowly, they talk slowly. They would prefer to
walk than do any rigorous exercise. They tend to have
an excellent elephant like memory to an extent that
when they are offended, they can even point out that
“On the 26th of Friday 1988 at 2 pm at Mike’s home you
were rude to me“. Due to their forgiving nature, then
tend to forgive but don’t forget. Kapha people have a
deep love for the sweet taste. They love cookies,
candies, confectionary, cakes etc. Indulgence in
wrong foods especially the ones having the sweet taste
can lead to obesity and Kapha related issues such as
diabetes, heart disease etc.

An imbalanced, Vata can lead to emotional issues like
spasms, fear, anxiety, insomnia, nervousness etc. and
towards health issues such as gas and bloating,
dryness of the skin, dry heels, arthritis, insomnia,
sciatica, lower back ache, spasms, restlessness etc.
Characteristics of the Pitta Individual :
Pitta people are usually of a medium build. They are
natural leaders and tend to have an amazing foresight.
They have excellent organizational skills and have a
deep love for solving problems, so much so that if they
don’t have any problems to solve, they create them.
They love to succeed, and nothing gives them more
pleasure to get ahead of competition. They tend to be
overheated and usually have a big dislike for warmer
places. They usually have strong digestion and tend to
have a huge appetite for food and drink. When
imbalanced, they tend to crave spicy food which is bad
for them. They tend to be the super achievers and are
renowned to go the extra mile to achieve their goals.
Though it’s a great trait, in the long run, many of them
work so hard and burn the midnight oil for too long
leaving them exhausted and burnt out in the long run.
They tend to have health issues related to heat such as
inflammation, ulcers, acidity, colitis, burning eyes etc.
When Pitta gets imbalanced, it may also lead to intense
emotions especially jealousy, anger, envy and criticism.
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If Kapha is imbalanced, it may lead to emotions such
as greed, attachment, envy, laziness, lust and health
problems such as bronchial congestion, excess
mucous discharge, sinus, obesity, diabetes etc.
Living the Ayurveda way means living in alignment with
the rhythms and seasons of Nature in order to enhance
our wellbeing and prevent disease. Ayurveda puts
loads of emphasis on prevention rather than cure. It
believes that the root cause of most diseases is due to
imbalances in the digestive system.
The mentioned healthy habits are suggestions for a
healthy lifestyle and diet that could help go a long way to
lead us towards a state of optimal health and prevent
disease. Poor and problematic eating habits and a
problematic lifestyle could lead to the formation of Ama
or Toxins in the body which may lead to ailments.
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The following habits are very beneficial for all
doshas:
Eat a moderate breakfast, a hearty lunch, and a
light dinner
Ayurveda believes that our digestion has a deep
relationship with the movement of the Sun. Over,
millennia, humans have evolved as a diurnal species i.e.,
we live and lead our lives during the daytime. Eating a
moderate breakfast in the morning, a heavy lunch and a
gentle meal for dinner is most ideal because the sun’s
power is moderate during the mornings, strongest
during noon time and again moderate during the
evening.
Keep your food combinations simple
The body spends a huge amount of energy trying to
digest food. Keeping food combinations simple by
eating nourishing, easy to digest simple meals is one of
the best ways to help your digestive system function
most optimally. Simple soups and even Kicharican be a
great aid to digestion. Keep your cravings for a feast
only for special occasions.
Chew every morsel between forty and fifty times
Digestion begins in the mouth. When you chew, the
food gets broken down in smaller and smaller pieces
and gets mixed with saliva. This is the initial process of
digestion. Its best to “Drink your food and chew your
liquids”. The better you chew, the more you will allow
your body to absorb nutrition from the food. When food
morsels are not chewed well, the digestive system
spends extra time and energy in breaking down the
food into tiny particles.
Some warm water fifteen to twenty minutes before
a meal can help with better digestion
Digestion is always facilitated with adequate amount of
water. Having a glass of warm water some time before a
meal can play a big role in better digestion. Having some
warm herbal decoction ie cumin (jeera) water or even
ginger water is most useful. One could avoid warm
water and drink room temperature water (never iced or
cold water).during the hot summers.
Eat according to a robust schedule ie the same
time everyday
The body just like Nature is subject to bio rhythms. If a
person eats at 1 pm everyday, the body and especially
the digestive system gets attuned to this rhythm and
start preparing the system to secrete acid and enzymes
at around that time. Having an erratic eating schedule
disturbs the bio rhythm and could lead to digestive
disorders.
Relax a bit before and after meals
Ayurveda suggests to rest (not sleep) after the afternoon
meal. If one has the luxury of space in their workplace,
its suggested that one should rest not sleep) for about
15 minutes post lunch on their left side. One should also
have a gentle stroll and walk at least a hundred steps
post a meal. Both these habits aid digestion.
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Don’t eating snacks between meals
Ayurveda recommends eating 2-3 meals a day at the
appropriate hours. Its best to keep a gap of at least 4 to
6 hours between meals which allows rest to the
digestion system. If one is hungry in between meals,
one could snack on fresh locally grown seasonal fruit
either between breakfast and lunch of before or around
4 pm.
Do not watch TV while eating or before sleeping
The stock market can be a very volatile arena. People
who deal in it are in a constant state of stimulation. The
sharp rise and fall of stocks can have a deep effect on
their mental equilibriums. It’s best to stay in a calm and
quiet environment while eating. Not only will this allow
the mind to take an actual break in between work hours,
eating can be a very meditative experience. Seeing TV
or movies keep us in a state of distraction wherein we
may not even remember what and how much we have
eaten. Being in a distracted stimulated state may not
allow us to chew properly leading to issues like
constipation and even gas and bloating. Seeing web
series especially action, mysteries or even horror can
have a powerful negative impact on your system and
may even lead to major digestive and other health
issues in the long run.
Sleeping after eating
One should sleep after a gap of at least three hours post
their evening meal. As we go to sleep even our capacity
and digestive fire (Agni) get inside rest mode. Sleeping
before the food is given enough time to digest will
hamper the Agni (digestive fire) in the long term and will
not allow the food to digest completely. This will putrefy
the food in the system which will lead to the formation
and release of Amaor Toxins. In Ayurveda it is believed
that Ama or toxins are the root cause of disease in the
body. Toxins are formed in miniscule or larger quantities
every day and it is also released via stool, urine, sweat
etc thus keeping the body healthy and toxin free. It’s our
responsibility to keep cultivate habits which will help the
body form the least ama and release it every day.

Kartikeya Talreja is a Los Angeles/ Mumbai based Ayurvedic
Nutritionist, Digestive Health and Lifestyle Coach. He helps clients
suffering from digestive issues such as IBS, Ulcerative Colitis, Ulcers,
Acid Reflux, Gas and Bloating, Constipation, Hemorrhoids, Diarrhea
etc. He helps clients heal the imbalances in their bodies and minds by
successfully leveraging his understanding and knowledge of Nature's
principle and Ayurveda wisdom i.e."Likeincrease like and opposites
balance".
His approach is to first and foremost comprehend an individual's unique
constitution, diet, lifestyle, and climatic conditions in their geographical
region which helps him develop an understanding of the imbalances
that have been the cause of their ailments. He then educates clients to
be in sync with their natural constitution, by nature rhythms and
seasons to enhance well-being by recommending individualized food
and lifestyle changes. He consults clients on an ongoing monthly basis
as regular communication allows him to monitor their progress, guide
and motivate them.
One could reach him at info@yogaofeating.org and one could visit his
website www.yogaofeating.org.
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CAN YOU FIX DAMAGED SKIN?
YES OF COURSE YOU CAN

DERMATOLOGIST AND
COSMETOLOGIST
DR. POONAM
WADHWANI

S

kin is the largest organ that
covers our body. shocking
isn’t it.

But it’s true…and we need to treat
it with respect. Looking after your
skin needs commitment.
Flawless skin is what we all want.
So, we need to pamper our skin
and treat it with respect.
So here are few tips and a guide to
the Millennialsand the young at
heart. Age is just a number and let
that not define you and your skin.
What are the common
problems we face?
1) 1]Sun burns or Sun tan: it’s
when the skin is left
unprotected and we have long
working hours out in the
scorching heat.
2) 2]Pigmentation: could be
superficial or deep, could be
partial or extending andall over
facial skin and arms too which
are exposed to sun.
3) 3] Freckles
4) 4]Dry skin
5) 5]Overmature skin/ Wrinkles
etc.
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The above is just a drop in the
ocean…

Following tips will definitely
help to maintain your skin:

But it is definitely not difficult to
reverse the damage and even
more important is to prevent the
damage. Pamper your skin, it is
the key to success.

1)SUNSCREEN..SUNSCREEN
… SUNSCREEN
It wasn’t a repetitive error….you
heard it right…
Do not skip this ritual…even if you
are indoors...

Beautiful is not
impossible it’s
just needs that
little effort and a
routine care.
Damaged skin
can be fixed if
treated at the
right time and
with the proper
guidance.

Cause even the UV light from the
tube lights and your computer skin
is equally harmful and harsh on
your skin. One needs to apply a
board spectrum sun screen which
has UVA and UVB protection…
.with an SPF of 30 or more. So…
Be it RAIN or SHINE…INDOORS
or OUT sun screen is a must.
2) Follow a skin regime of
CTM
CLEANSER… TONER…
MOISTURISER
One must choose a right cleanser
based on your skin type.
A cleanser which makes the skin
feel tight after washing your face
needs to be changed. It is not the
right one for you. Use it twice a day
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and avoid for that washing for that
squeaky clean feeling because
that means your skin’s natural oils
are lost. Dry and mature
skin…Use milky or moisturizing
cleanser.
Pigmented skin… Use brightening
face wash.
3 ) D o n ’t u s e t o o m a ny
products
Layering too much can be harsh
on your skin and can lead to
clogged pores and more acne.
4) Don’t touch your face too
often as it can spread bacteria
… lead to breakouts…
scarring.
5) Hydrate your skin inside
out
Less water will cause sagging and
less radiance.
6) Exfoliate once a week
We shed skin cells every day and
its very essential to avoid the skin
looking sullen, exfoliation gives
that extra nudge.
7) Greens
Eating lots of green leafy food is
very important as it oxygenates
the skin and also stimulates the
lymphatic drainage and aids in
depuffing.
8)Maintaining a healthy diet
Include flax seeds …dryfruits in
your diet as it has essential fatty
acids necessary for the skin and
helps to retain moisturser in the
skin.
9) Clean your makeup brushes
regularly to prevent infection.
10) Sleep Smarter
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You need to get a beauty sleep for
a healthy skin.
11) Apply Vitamin based
creams or serums
Like vitamin C and antioxidants as
it will nourish your skin.
12) Chemical peels done by a
qualified dermatologist
Helps in exfoliating and
brightening of your skin.
13) Micro dermabrasion or
skin polishing
helps in exfoliating the top dead
layers of your skin.
14)Intense Pulsed light laser
(IPL)
Helps to give your skin the
required shine and glow.
15) Mesotherapy
Is induction of enriched vitamins
into the skin to give it a fresher
look.
16) Botox
Helps to reverse your little lines on
the face.
17)Fillers
Add suppleness to your face.
In a nutshell, Beautiful is not
impossible it’s just needs that little
effort and a routine care.
Damaged skin can be fixed if
treated at the right time and with
the proper guidance.
One can’t ignore the arms and
legs; they need care and attention
too. Using the right body washes
and moisturizers is especially
important. Treat your skin with the

love it requires. Remember
sticking to the basics will severe
you much better than doing too
much. Don’t experiment too much
and be patient. Stay consistent.
INVEST IN YOUR SKIN, it’s going
to stay with you lifelong. It is also
advisable that in case of any
issues or allergies please don’t
self-treat always consult a
qualified Dermatologist.
May your Day be as Flawless as
your skin.

Dermatologist and Cosmetologist
Dr. Poonam Wadhwani has been
offering beauty solutions since the past
19 years. She completed her education
from Mumbai University and her expertise
lies is in chemical peels, dermaroller
skin polishing, mesotherapy, skin
rejuvenation, non- surgical face lifts,
botox, fillers, HIFU treatments and skin
tightening. HIFU is the High Intensity
Focused Ultrasound, a new non-invasive
technique for skin tightening. It works by
passing ultrasound energy and helps in
improving collagen production and skin
tightening. It works great for people not
wanting to get injected or undergo facelift
surgeries.
The other new launch is Volite Filler, which
works in hydration of the skin and
improving skin quality. It is a hyaluronic
acid gel filler, which helps nourish your
skin in just one sitting. She has a
smoothing touch and is known to give
youthful glow to brides. Skin, hair and
beauty is her forte, for routine as well as
specialised treatments. She also
performs routine skin care and cosmetic
procedures. Laser treatment for hair and
skin, cautery and radio frequency and
bridal treatments are also performed at
the clinic.
Clinic address:
D and T Medical Centre, 95, 9th floor,
Indian Cancer Society, Copperage,
Mumbai - 400021 | For appointment
contact: 9821219818
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“Congratulations to Bombay Stock Exchange
Brokers' Forum (BBF) - FORUM VIEWS team on
the anniversary of the launch of their publication,
which so excellently highlights developments in the
Indian financial markets and global insights
among the practitioner community. I wish them all
the best for the future.”

- Dr Robert Barnes
Group Head of Securities Trading
& CEO Turquoise Global Holdings
London Stock Exchange Group, and
Chartered Fellow of the Chartered Institute for
Securities & Investment, London, United Kingdom
At the atrium of London Stock Exchange Group,
Paternoster Square, UK (Head Office)
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