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"We will take equities,
bonds to tehsil level’

BY RAVI KRISHNAN &
Mosis PHILIPOSE

AI a time when the trading
volumes of stock exchang
es are coming down drastically
and foreign institutional inves-
tors are pulling out money
from Indian equities, MCX-SX,
a bourse for currency futures,
remains ambitious: It wants to
start trading in equities.

The promoters of MCX-SX,
Multi Commodity Exchange of
India Ltd (MCX) and Financial
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Exchange scheme: Jignesh Shah.
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We will take equities, bonds to
tehsil level, says Jignesh Shah
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Technologies (India) Ltd, run
10 exchanges across the world
for various asset classes, in-
cluding bullion, crude, curren-
cy and power. They come with
impressive credentials: MCX
has at least an 80% share of the
commodity trading market in
India and MCX-SX controls
about half of the currency fu-
tures trading here.

In an interview, Jignesh Shah,
vice-chairman of MCX-SX, ex-
plains why he wants to start eq-
uity trading, for which the firm
is awaiting approval from mar-
kets regulator Securities and Ex-
change Board of India (Sebi),
and how the market can be de-
veloped. Edited excerpts:

You want to start equities trading
on your stock exchange. What can
you bring to the table?

We are a full-fledged stock
exchange like the Bombay
Stock Exchange and the Na-
tional Stock Exchange.

There are multiple geogra-
phies (to be serviced) and mul-
tiple instruments needed in
the Indian markets today. For
instance, no one is servicing
the SMEs (small and medium
enterprises). There are many
other missing markets such as
interest rate derivatives, cor-
porate bond market, securities
borrowing and lending...

The total number of demat
accounts—which is the mini-
mum qualification to partici-
pate in the capital market—is
one crore, less than 1% of In-
dia’s population. If you look at
active unique client ID (identi-
fication) on the system on any
given day, it's not more than
10 lakh, or 0.1% (of the popula-
tion). So the first target is to
reach at least 10% penetration,

How do you do that?

For that, product innovation
is a must. Our commitment is
to take different equity and
bond products to the tehsil lev-
el. No one has covered this In-
dia model so far. We target
40-50% (of population) pene-

tration. This is the benchmark
of developed markets. We want
to develop those segments
which are missing today.

How long will it take to get the

Sebi approval?

We have to follow a process.
We don’t see any roadblocks.

thoughts?

It's a little surprising. We had
mutual exchanges and exchang-
es had to depend on member
ticket (physical) sales. From
there, the demutualized model
has evolved. Stock exchanges
are now a corporate entity and
there is no financial dependen-
cy on its members.

Look beyond exchanges. Look
at banking, telecommunications
or even electricity— they are all
regulated businesses. And they
have been performing very well.
Product innovation has hap-
pened because of them.

There are very clear road
maps and proven models. Are
we worried about our own regu-
lating abilities? There is an Act
(of Parliament) and there is a
regulator which has regulated
25 exchanges before. I think
competition is trying to over-
sensitize the issue. Those who
want to protect their turfs are
saying this.

In your case, there is no separation

between the ownership and man-

agement. Isn’t that an issue?

There is no issue. We are a
duly recognized stock exchange
by Sebi, conforming to all com-
pliance norms. Sebi has given
us the recognition after proper
scrutiny. We have a strong pro-
fessional team with domain
knowledge to run the business.
In fact; that's our USP.

Is equity the most lucrative in the

exchange business? Why are you

entering this segment?

It's not the most profit-
able...it's like any other busi-
ness like banking—a special-

ized business.

The equity markets are down. So,

are you applying for this segment

to push the valuation up, as you
would need to dilute stake by Oc-
tober?

As a stock exchange if you
have been given the licence,
after all the due diligence and
process has been followed, you
would not end up doing only
one (segment). So, I personally
feel that you're jumping to that
conclusion (of pushing up val-
uation) and this is not fair.

I have put in Rs150 crore as
capital. That's not just for cur-
rency (derivatives). The point
is if you are a stock exchange
you should do everything. Ex-
isting exchanges are not inno-
vating enough to seize the In-
dia opportunity.

What is this India model you talk

about?

India has household savings
of about $330 billion. Can't 10%
of this, $33 billion, be chan-
nelized by a credible, transpar-
ent, world-class infrastructure
for industrial development?
Can't we target that much? We
all as exchange chiefs should be
ashamed if we can't do that—if
not in the first year, at least over
a period oftime. It's doable.

Credit markets haven't devel-
oped beyond our cities. Enter-
prise and entrepreneurship in
India is limitless. There are
some 14 million SMEs in India.
At least 1% of these will have a
class balance sheet—triple-A
rated. They require growth capi-
tal. Can’t we arrange a fantastic
market infrastructure for them?

in both commodities and currency,

where you have businesses, it was

a greenfield entry. Here you have

well-entrenched competition in the

NSE. How will you compete?

The opportunity is infinite.
L.ook at banking. There are 100
banks. Still 600 million people
in India are unbanked and the
government is talking of finan-
cial inclusion.

Even this (exchange space) is
hugely underdeveloped. There
can be 10 more exchanges.
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