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Meeting with  

Nippon India Mutual Fund 
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Disclaimer: This transcript is provided without express or implied warranties of any kind and should be read in conjunction 

with the accompanying materials published by the company. The information contained in the transcript is a textual 

representation of the company’s event and while efforts are made to provide an accurate transcription, there may be 

material errors, omissions, or inaccuracies in the reporting of the substance of the event. The transcript has been edited 

wherever required for clarity, correctness of data or transcription error. This document may contain “forward-looking 

statements” – that is, statements related to future, not past, events. In this context, forward looking statements often 

address our expected future business and financial performance, often contain words such as “expects”, “anticipates, 

“intends”, “plans”, “believes”, “seeks”, “should” or “will”. Forward-looking statements by their nature address matters 

that are, to different degrees, uncertain. These uncertainties may cause our actual results to be materially different that 

those expressed in our forward-looking statements. We do not undertake to update our forward-looking statements. 
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Participant: The last couple of years have been challenging for us a little bit due to tech transition 

and some other regulatory stuff, so now all those things behind, how do you see the 

outlook? What are the things which you are doing to increase the volume, increase the 

participation? 

P. S. Reddy: I think, as I said in the call also, now that we are focusing more on business growth and 

some of these contracts which were to be issued earlier, we could not issue for whatever 

reasons. Now that we will be proposing to launch them, subject to regulatory approvals 

and we will also look at the penetration into more diverse types of participants, like for 

example, for FDI category 1, we are permitted, but… 2 is not permitted. We are not 

done as yet, I think that is one thing, and they are also asking for a DMA facility, which 

we will be looking at that, and like that, we will be working on it. So, some of the new 

contracts, what to call, shorter tenured options on the underlying futures, and similarly 

steel re-bar contract for futures of course, and on the gold contracts, some 10-gram 

gold, so these are the kind, we can look it. These are new contracts. 

Participant: Which is, I think, this steel bars is something which is very exciting, in China it is very 

big? 

P. S. Reddy: You see, the volume is, with our markets is, most of the spot markets are opaque and 

the success of the derivatives market or organizing market may not be in their interest. 

So, there will be challenges, but then we need to overcome those challenges and it will 

take time to grow, but it will grow. That is what it is. 

Participant: Yes, like users find value for hedging purposes and… 

P. S. Reddy:  Absolutely. 

Participant: Sir, if you look at overall options volumes… in the futures and like other exchanges, in 

NSE for example, like the number of times, so in commodities, still options volume 

seems to be having a lot of room to go up. So, how do you see it? 

P. S. Reddy: So, first of all, I don't compare the equity markets and the commodity markets. That is 

an investment, and this is for hedging. Secondly, the contract sizes are very big in this 

as compared to the equity markets and so obviously there is a limitation to the ….and 

the number of people who can participate, etc., but the volatility in the commodities 

will continue to remain in the years to come. That is what the report of IMF also says 
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that. So, keeping that in view, I think there will be a lot of opportunities for the traders 

as well as for the hedgers to mitigate their risk and traders to actually speculate and 

provide liquidity in the market. So, I see that way. Will it be as much as equity markets? 

May not be… 

Participant: Yes, actually you are comparing Apple and Oranges? 

P. S. Reddy: Yes, that is right. 

Participant: You are a little mindful of that. 

P. S. Reddy: That is right. 

Participant: But still, from the current level, there is room for it to… 

P. S. Reddy: There is room for it, more than a single product, there should be multiple products 

which we are looking at. So, keeping that in view, I think there is a lot of room. In 

equities, you have so many distinct entities. Even if you take top 100 or top 500, that 

many companies are there for trading. That is not the case with... 

Participant: You need to. 

P. S. Reddy: That is right. 

Participant: You have multiple duration contracts? 

P. S. Reddy: Multiple duration contracts in options, yes, that is one proposal that we have. That is 

right. 

Participant: Just going back to the options part, when you say quarter duration, they wouldn't be 

only on the energy side, I think 95% of your volumes are energy, would you introduce 

multiple shorter duration contracts or it would be not just energy, but it will be bullion 

also? 

P. S. Reddy: If you see, subject to regulatory approvals, we propose to introduce the shorter option 

contract in other products also, not necessarily energy and it will be serial contracts in 

the sense, one contract because as far as the SECC regulation can't be less than 11 days, 

okay. So, you will issue multiple contracts expiring in every week. So, you will 
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introduce 25th December to 25th January, maybe 15th December to 15th January. So, 

in terms of tenure this contract is one month, but the expiry is weekly expiry you will 

get it, a serial contract is called now, a serial expiry. So, that will give a larger room for 

play. 

Participant: I don’t know, whatever I understood that when you say you have weekly expiry, that 

is what you are talking about, is it allowed on futures? On futures you will have to 

launch futures contracts also for…? 

P. S. Reddy: No, now the same underlying futures you can launch by multiple options. 

Participant: You have two months…I don’t know…. 

P. S. Reddy: You have monthly futures contract, currently you have. Crude expires on 20th or 19th 

of every month. So, there are four weeks from the time it is launched and from the time 

it becomes near month, one month is there. So, every week one-one expiry can happen. 

Participant: On the options? 

P. S. Reddy: Option expiry in the underlying futures. 

Participant: Why do you need a regulator approval for this? 

P. S. Reddy: That is what the rules are like. 

Participant: So, for any new contract because ultimately energy is… 

P. S. Reddy: Not only new contract, even existing contracts where we do not have a permanent and 

continuous approval this one, you need to submit a calendar of one year or whatever it 

is, approval, to get one thing we prove that. Then you keep on issuing it depending on 

the minimum number of contracts that should be there at any given point in time. 

Participant: The other thing I had is, if you just double click on this site and energy, look into the 

option, is there a hedging element over here or most of it is in trading? 

P. S. Reddy: There are a few hedgers, because if it is only speculators, there will not be open interest. 

There are open interests also there, even in contracts. Then the open interest is 
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somebody who thinks that they have some position in the physical market, then only 

they will keep the open interests. 

Participant: But the time horizon for speculator might be 20 days, 30 days, so that would also 

happen. 

P. S. Reddy: Day speculators, they square it off… 

Participant: I understand that, but I am saying… 

P. S. Reddy: If they happen to be speculators, notwithstanding they have a hedge position, be that 

so. They may not call themselves hedgers. 

Participant: So, the question was, is there a risk to the nature of trading, in the sense if there is a 

short on oil, does it mean that we will see drastic business in this volume, whatever we 

see, sustainable or not, that is my ultimate question to you. I am not getting into 

speculation and all, the question is, is this sustainable or not? 

P. S. Reddy: Yes, that is where the sustainability comes, where there is an open interest, 

sustainability will come, because those people who have an open interest, they have to 

square it off. Anywhere somebody sells his position, so, somebody has got a buy-

position, that means he also has got a sell-position open interest, isn't it? And so, they 

need, I mean, the open interest is the one which makes the people to short in and then 

short out. Now, if you want to exit and there is no liquidity you will have a problem 

and because there is an open interest, people tend to give you both. 

Participant: Just continuing on this, if you increase in short duration contracts, would it be only on 

energy platform or… 

P. S. Reddy: As I said, depending on the regulatory approval we have... 

Participant: Your intention is to launch multiple commodities? 

P. S. Reddy: Subject to the approval of the…, yes, that is right, but we need to see traction in one 

option contract, then we can introduce many. 

Participant: So, multiple durations or multiple…? 
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P. S. Reddy: Multiple durations. 

Participant: So, first maybe you will introduce some one-month contract, then see the traction and 

then go for weekly, that’s the…? 

P. S. Reddy: Weekly or fortnightly... 

Participant: When you get into this weekly contracts, so does it like…lot of… so how the GST 

thing actually… is it the…? 

P. S. Reddy: GST will come in the way only when it is a delivery-based contract. Cash-settled 

contract there is no problem. And in the case of weekly options contract, option will 

become on the expiry become future, provided they don't close it up. Then the futures 

will continue till the end and then only end may, the deliveries will come. 

Participant: So, with this way of introducing multiple options like, will it encourage a lot of people 

who are not participating because one, it makes the duration…? 

P. S. Reddy: Because the CTT is smaller and the margin in the futures contracts, margins are high 

whereas …, of course…, to the existing cost of trading is less. 

Participant: So, do you consciously analyze the nature of participation and we try to improve the 

overall quality of participants? For example, in gold, still lot I think, is happening 

outside India? 

P. S. Reddy: In gold, it is not permitted. RBI banned. It is the other way. Maximum pitching happens 

in the industry. 

Participant: The corporates are fully using, there are some other ways where they…? 

P. S. Reddy: At least, I mean, whosoever is complaint with the law, they are all doing it here. We 

are all doing it here. We have a few metric tons of gold open interest on the exchange. 

Participant: Looking at the depth of the gold market, you feel like we are attracting…? 

P. S. Reddy: Yes, how much is the hedging? You published, no? 

MCX support team: Sir, we have given that in the press release. 
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P. S. Reddy: Not in the press release. Daily, do you put up on the open interest on the website? 

MCX support team: Yes, we have that. 

P. S. Reddy: What is that number? You have it, no? Harmesh Malade sends it… 

MCX support team: Today's email, sir? 

P. S. Reddy: Today's email is yesterdays. Anyway, go ahead. 

Participant: How do we increase the participants of foreign portfolio investors, sir? 

P. S. Reddy: I just said, they are looking for DMA facility and I think with that they should be able 

to come. Let us see. 

Participant: How sooner that will happen, the FPI participation? 

P. S. Reddy: We are looking at… no FPI is in line. That is already there in our system, we have to 

activate that. 

Participant: Category II and category III of FPI is also? 

P. S. Reddy:  Category II is also already available; we just have to activate it. 

Participant: But what is stopping us from activating, we are just waiting for the new platform to get 

settled. 

P. S. Reddy: That is what we think, that is what. 

Participant: Sir, these three-four measures you mentioned about the…   

P. S. Reddy: One minute…8 tons, no? What is it, 8 tons? It is an open interest, 15 metric tons of 

gold, that too, 1 kilo bars. There are others also. 

Participant: I don't know, earlier I used to think given gold is a global commodity and India has this 

CTT, there is cost of trading, right? You have CTT which is very unique to India, which 

is not that globally, are FIIs very keen in participating in this exchange or globally they 

find other exchanges much more lucrative from a first of trading perspective, how do 

you think of them? 
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P. S. Reddy: Well, that is one way of looking at it. If crude has to be hedged or traded, why not trade 

in international markets, but there are also, what you call... by trading, somebody who 

is trading India, there also, some margin they are earning, isn't it, so they will be earning 

that also here, that is number one. Number two, there is a calendar spread, in bits are 

there, and there may be some in the US, some may be here also calendar spread, ok, 

and they step in and then they buy near-months and the far-months, vice versa, 

whatever, they are doing it. 

Participant: But that we could do at the international exchanges? 

P. S. Reddy: If the price difference is more here, then they will do it no, and it is in Indian rupees, 

that is in dollars. 

Participant: One question I don't know… earlier whenever I used to look at this, there was this angle 

of GIFT city… that is what you call GIFT city because of the tax … which are sitting 

…in the GIFT city…. 

P. S. Reddy: Most of the people who are trading here for all these years, leave aside the FPIs who 

recently permitted, they are all domestic. Gift city domestic players are not allowed 

except for the LES…or whatever. 

Participant: So, Gift city you will not be a major…. 

P. S. Reddy:   We don't consider them…, as of now there is … 

Participant: Would you say, from your exchange ADTO, how much is retail, how much would be 

pure retail I don’t know that… how much could be… 

P. S. Reddy: You have disclosed it? 

MCX support team: No, we have not disclosed it. 

Participant: Indicator, can you just tell me, I can make predominant is a retail for you? Are you 

retail oriented or? 

P. S. Reddy: Algos are major... Algo players are there, no? Algo is 52%, non-algos is 42%... 48% 

Participant: But Algos could be both, right? It could be proprietary well as institutions, isn't it? 
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P. S. Reddy: Yes, but you see the proprietary 47 and client is 52…the other way it is coming to. 

Participant: How much pure retail for you? Very difficult for you to…. 

P. S. Reddy: I only said client that is all, it could be….  

Participant: …I don't know. I mean, obviously, some of them are UHNI, HNI. How many 

individuals who are trading? 

P. S. Reddy: I don’t have the idea… 

Participant: So, the reason why I am coming to this is, when we look at certain discount brokers, 

when we look at their market share, whatever they publish, that seems quite high, the 

disclosed number is 50-53% of, or he has a commodity market share of 50-50%. I am 

just trying to understand obviously he is only retail; they don’t entertain institutions… 

P. S. Reddy: 50-52% of what? What is the universe he is taking? 

Participant: That is what I was trying to get to. 

P. S. Reddy: What is the universe he is taking? 

Participant: So, there are three, four drivers which you mentioned, right? One is obviously a short-

term contract, second is your number of products which you can add, third is the FPI, 

and we give them the DMA facility. 

P. S. Reddy: FPI and other, the AIFs also, and all that. 

Participant: Of all these three, which you think would be a major driver of your volumes, I mean, 

which can trigger really a 3x, 4x, 5x kind of increase in volumes? 

P. S. Reddy: So, I would not like to put any number on that. 

Participant: Just the trend-wise, which can be potentially the largest? 

P. S. Reddy: No, see, again, we have not done any market survey as to which product will fly and 

then which product will not. When we look at it, again, we look at the utility of the 

product to the market hedgers, especially the industry, whether you benefit or not. 

Other players like traders and other things, they will anyway come if there is adequate 
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liquidity, etc., and so keeping that in view, whenever we introduce a new product, we 

look at what is beneficial in the market. That is the main thing, not the trader 

perspective, honestly not the trader perspective. The second is the entry of these new 

players, category II FPIs and other things, and I think it is too early for me to assess the 

impact of it and they are big numbers currently operating it. But more important for me 

is some of these Algo players who have not participated as yet on the exchange 

platform, they were waiting for the exchange transition to happen so that they can step 

in and then also, they don't need to develop twice the platforms, one for the old system 

and for the new system. So, some of them are looking at now, they have become 

members, but they have not started, now they will start playing games. So, that is 

another dimension of the distribution part of it. 

Participant: At present, at the broker level, is there a fungibility for margin between equity and 

commodity very seamless? Do you see that being addressed? 

P. S. Reddy: You see, fungibility will not happen because the way that we are looking at is, the 

suggestion that we have given and then we are asking is not approved or anything like 

that. The numbers have, out of 3:30 (pm), capital left in the other exchange, without 

physically moving that capital to the MCX, we are looking for some kind of fungibility 

where the NSE can block or BSE or any exchange, it blocks at an amount, to the extent 

that you need it. That can be confirmed to us. This member and these are the clients 

who have got an excess capital. Then if the member wanted to exercise that, use that, 

they should be allowed to use that. In the formal sense of fungibility, that is not what 

we are looking at, but the recommendation and suggestion of members also and the 

industry bodies also suggested… let’s see. 

Participant: Is there a resistance towards this one? 

P. S. Reddy: No, resistance may be there from competition, but not from other... 

Participant: So, third, on the contract pricing side, at least on the futures, prices have been very 

stable for last 6-7 years, around Rs. 20… do you see any room for increasing the 

pricing? Usually in the equities they change every 5-6 years, 6-7 years. what is our…? 

P. S. Reddy: We have not thought of it, but the more important is, every pricing, it also impacts them 

because the trade will be profitable after meeting the expenses that are being paid in 
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the form of taxes or cut off. So, to that extent, the debt may come down if you increase 

the pricing, liquidity maybe... 

Participant: But it just may be a part of the overall cost, right? 

P. S. Reddy: That is what you and I think. I wish that others also think that way so that we will get 

benefited. 

Participant: But there is no internal pricing mechanism which we follow, let us say, as a discipline. 

Let us say every 6-7 years we take a 20% kind of increase or something like that? 

P. S. Reddy: No, we have not done that... I don't think 6 years is... 

Participant: No, generally any time for that matter? 

P. S. Reddy: We have done it in 21. 

Participant: I think the futures prices have been very similar right at 20 odd thousand crores…. 

Participant: They have gone Rs. 20, 0000 crores right, in the last 5-6 years. Only options have done 

very well, but that has been the biggest. So, there is no set mechanism, it is just we take 

a decision with the time. 

P. S. Reddy: See, I have been asked the question, to impose on options the charges for a long time, 

unless it touched a minimum critical mass of 7000-8000, so they are not imposed and 

after that, I think we should allow that maturity to get in, then we can do that. 

Participant: This question only, last 6 years futures…ADT… 

P. S. Reddy: ADT no, he is asking charges. 

Participant: But that is on ADT only? You charge on ADT only… 

P. S. Reddy: I know, but charges, slab structure is not changing, irrespective of the... 

Participant: Last 5-6 years, futures ADT has not gone anywhere? 

P. S. Reddy: No, it went up right up to 33,000. It has come down because of the peak margin that 

has been introduced. Upfront margining has been introduced…. Then brokers have not 
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sustained, and it is imposed quarterly, 25% upfront margin, 50% upfront margin, 75%, 

100%, with the 100% then they …. and margin being very high, then there is no... 

Participant: I didn't see this, in fact in the equity exchange it is the same right, but in equity exchange 

we are still seeing futures ADTO move up not, but not to that extent it should have…? 

P. S. Reddy: But equity markets futures is not big, options is big and that is index option. 

Participant: That is true, but I’m saying, 83, you’re saying from 33, 18, 20, whatever, went down 

but they are back to their level? 

P. S. Reddy: No because people have shifted from the futures to options, that is so, while options is 

good, you want the futures also should now remain at this one. 

Participant: I think it is almost a year now where the 2 years has been digested. I think it was 

September 22 where the 100% rule came and it got to 100% if I am not wrong. That is 

my opinion. It should have gone up but even this quarter, I am just trying to think about 

what is really happening on the futures side, where you have not seen this kind of 

traction, the way you have seen on options, and it’s been great? 

P. S. Reddy: Because the margins are also very high, no? Crude is 40%, NG is 30%, if this 40%-

30% continues quite for some time, upfront margin of 40%-30% is not a small number 

as against equity markets so, you don’t have this kind of margin. 

Participant: Did you see lot sizes help or that also you have to go to the regulator? 

P. S. Reddy: We have to go to the regulator, that is how we have introduced mini. Our mini’s have 

picked up. 

Participant: And I was just thinking, when you introduced short-term duration contracts, the 

premium on options as the percentage… will be reduced? 

P. S. Reddy: Will be reduced. 

Participant: … which drives volume? 

P. S. Reddy: Volume, the shorter ones. Shorter options contracts… 
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Participant: Because the… 

P. S. Reddy: Premium is small. 

Participant: But does that mean from revenue per se? 

Participant: Do you see today, I think it is 1.8%, right, on the notion premium, percentage of notion 

is around 1.8 to 2.4% whatever that range is now? 

P. S. Reddy: It keeps varying. 

Participant: Absolutely. So, when you introduce shorter duration, this 1.8 will go down, right? 

P. S. Reddy: But you get... 

Participant: That is okay, but sir, then you will also see volumes of longer duration actually it might 

not be that revenue accredited to you, the same what I am trying to get to and maybe 

you can correct me, if you are doing 100 of volumes, basically Rs. 100 of volumes over 

there, where you are making Rs. 2, on the shorter duration, you will make Re. 1, but 

the volumes have to be actually 200 or 2x to make the absolute amount. 

P. S. Reddy: See the quantum of premium may be less for a weekly. Quantum of premium may be 

less, but our rate per lakh will remain at Rs. 40 and Rs. 50, two slabs are there, so slabs 

do not change, but this particular volume what you are talking about will reduce, but 

then you have four weeks, somebody which is four weeks, currently it is one monthly 

contract, 4 times, more than 4 times it will be because more greater participation will 

come in. 

Participant: So, you are saying, despite the loss which we face from that 2 months going to 4 weeks, 

the volumes will increase so much actually that will be to… 

P. S. Reddy: It will not be less than at least 4 weeks; 4 weeks is equal to 1 month. Even if you break 

it into smaller one, the sum of 4 weeks will be at least 1 month, but my expectation will 

be much more than the one month only, premium amount, because the better 

participation, yes. 

Participant: Premium amount? 
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P. S. Reddy: Premium amount only we are adding. 

Participant: At the regulator end, like the process of giving approval for new products, like is it very 

smooth, does it take time or like it takes time to, for the first time we will see so many 

innovations kind of, so initially will can it take more time and then? 

P. S. Reddy: No, because of the tech migration we have not introduced this one, but now it should 

be faster, regulatory approvals. There should not be a problem in the rest. 

Participant: The tech migration now, absolutely we are like, where we stand? 

P. S. Reddy: Fairly stable, that is all I can say. Fairly stable, there are no problems. 

Participant: Our arrangement with FT will parallelly continue for this financial? 

P. S. Reddy: No, it is only for two quarters, no? 

Participant: Remaining two quarters? 

P. S. Reddy: No, till the end of December, current quarter only, nothing else. You want me to pay 

one more…? 

Participant: No, we don't want. No, I know it means now, this is like, in December it will just come 

to end and is there like any compensation mechanism for the…, finally, can we get 

damages from the software provider, or any contract, any clause is there? 

P. S. Reddy: As such, it was a one-sided contract when it was entered in 2014. So, obviously, if there 

is any clause, it will be in their favor, not in our favor. 

Participant: Can you remind us, after you migrate to the, you already migrated to the TCS platform, 

software support charges goes down by how much, fixed fee you pay to them, to AMC? 

Satyajeet Bolar:  We pay AMC...  

Participant: How much is that? 

P. S. Reddy: We are not disclosing that, AMC charges.  

Participant:  It’s a fixed AMC…Irrespective of what volumes you do…?  
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P.S. Reddy:   Yes. It is based on the contract value rather than... 

Satyajeet Bolar: We have fixed it for 5 years… 

P. S. Reddy:  Beyond five years also…  

Participant: Will it be lower than technology expenses which we have been incurring in the range 

of Rs. 85 to Rs. 90 crores prior to the…. in FY22, I think the technology expenses was 

typically Rs. 85 to Rs. 90 crores? 

Participant: In terms of the way AI and all are picking up, have you evaluated how much of the 

operating expense has caused in terms of getting better productivity, so how much more 

efficient can we be over there… 

P. S. Reddy: I am not too sure whether we can reduce the expenses on the manpower and other 

things. In fact, it will keep some, incrementally there will be some rise because the 

regulatory compliance requirements are increasing day by day and so the bigger, we 

go, the expectation from MIIs is that you should be able to have complete control over 

the brokers also, so most of the time, to the extent... 

Participant: You are responsible even if the brokers are not compliant? 

P. S. Reddy: Compliant, so that is where our focus should be. So, you must ensure, and you sit there 

and kind of monitor or automate the processes and whatever is happening, you should 

be able to know all activities, that kind of expectations is there from MIIs. So, 

something of that kind, so obviously we need to increase, while automation is good, 

but beyond a point automation doesn't help. 

Participant: Just on this SGF that we saw in this quarter, what is it really and is it a recurring, or it 

is linked to the volumes which we do on the exchange? 

P. S. Reddy: It is linked to the stress test and scenarios that maybe… different scenarios I don't know 

how many more, maybe 100 or 90 or whatever. So, but also they take 15 year historical 

high-low prices for each product and then also they consider how two members going 

first and top 50% of the open interest members have positions going first and if you 

have to wind up those positions and all of them, what will be the loss, we will bring it 
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after accounting for the margins that you have collected, that is what is you should be 

providing for in the form of... 

Participant: But this is the recurring cost OI keeps on increasing? 

P. S. Reddy: If OI keeps on increasing, then this will increase, vis-a-vis we have to increase the 

margins. 

Participant: That sets up the requirements to be put? 

P. S. Reddy: That is why we have not reduced crude oil and NG margins from 40 to 30. We are at 

30 to 20 because of the SGF requirements. So, it is good to have a problem because as 

I said open interest is the one which brings more liquidity to the exchange, but this is…. 

Participant: This formula is based by the regulator or …. the formula is already known to you. 

P. S. Reddy: Everybody. 

Participant: … whenever there is what you call expiry? 

P. S. Reddy: It can average for the whole month; open interest will have as I am speaking of open 

interest is Rs. 46,000 crores and whenever there is what you call expiry, the crude oil 

absorption will expire. Then it gets closed down. Then it will again build up. The 

futures will expire on the 20th of the month. Then again that will go down. Something 

else will be ticking in. 

Participant: This is something, you can't increase margins, right? You increase margins first… 

P. S. Reddy: We increase margins, but then again, then cost of trading will increase. So, the way that 

we have to look at is, particularly I don't mind you contributing more to the SGF, reduce 

margins, increase volume. What you earn on your funds is 7%-8%, whatever it is, that 

is by deploying funds there in the form of by reducing margins more trading volume 

goes up. The revenue will be much higher. You need to do the trade off all the time. 

P. S. Reddy: So, it’s done? Thank you. Thanks to all of you. 
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