Pragati ka Solid Exchange

Portals to Indian Commodities
Derivative markets for Foreign Hedger

Under the aegis of SEBI (Securities and Exchange Why EFE’s are important?

Board of India), the Indian commodities derivative ,,
1 India is the largest producer, consumer and exporter of

market is undergoing a complete metamorphosis. spices and spice products. Spice exports from India
reached US$ 3.1 billion in 2017-18.India is also the

largest exporter for castor oil, Guarseed & gum which
permitted set of participants on these markets. are commodities in which derivative contracts are

exclusively available on the NCDEX platform.

Eligible Foreign entities are a recent addition to the

They are now allowed to directly hedge their com- Futures contracts in spices like cumin seeds, coriander

and turmeric are exclusively available on India’s largest
agri commaodity exchange — NCDEX.

modity risk on Indian Commodity exchanges through
authorized stock brokers vide SEBI circular

(SEBI/HO/ CDMRD/DMP/CIR/P/2018/134). Global giants h?ving ex'posu.re on 'these' commodities
could hedge their price risk without incurring the cost of

setting up a domestic arm in India.

By opening the portals to Eligible Foreign entities Indian
commodity markets have moved a step closer to
increasing market depth and ease of doing business.




Exports (in million USD)

Imports (in million USD)

2018 (Apr-Nov) 2017 - 2018 2018 (Apr-Nov) 2017 - 2018
Guar gum* 441.9 646.94 Negligible Negligible
Castor Oil 528.2 967 Negligible Negligible
Spices 2123.96 990.70
Soy bean 69.07 152.9 62.1 38.73
Ref Soyoil 6.57 4.69 1760 2560
Exports (in million MT) Imports (in million MT) Production (in million MT)
2018 (Apr-Nov) 2017 - 2018 2018 (Apr-Nov) 2017 -2018 2018 (Apr-Nov) 2017 - 2018
Guar gum* 0.33 0.49 Negligible Negligible 0.30 0.21 to 0.24™M
Castor Oll 0.39 0.65 Negligible Negligible 1.437 1.20 to 1.25%
Spices 0.71 1.10 0.17 0.22 8 NA
Soy bean 0.12 0.27 0.12 0.08 8.36# 11.484#
Ref Soyoil 0.01 0.00 2.33 3.15 1.39 1.69
Note:

* Data includes Guar gum refined split, Guar gum meal and treated & pulverised Guar gum sourced from APEDA

AN Guar Gum availability is 30% of Guar Seed production
A Production data is for Castor Seed and not for Castor Oil
# SOPA Conference held at Indore dated Oct 06-07, 2018

Eligibility to participate

a

a

Such EFEs shall have actual exposure to Indian physical
commodity markets.

Such EFE should be a resident in a country/jurisdiction whose
securities market regulator and/or commodity derivatives
market regulator is a signatory to IOSCO’s MMoU (Appendix
A Signatories) or a signatory of a bilateral MoU with SEBI

Provided that such EFE is not resident in a country identified
in the public statement of Financial Action Task Force as:

[ If such EFEs are also registered with SEBI as Foreign Portfo-
lio Investors (FPIs) or Foreign Venture Capital Investors
(FVCls) then they are permitted to participate in commodity
derivatives markets as EFE provided that they have actual
exposure to Indian physical commodity markets and subject
to conditions that there is clear segregation of funds / securi-
ties / commodities under the respective registrations.

Ll The minimum net-worth requirement for such EFE shall be
US$ 500,000

= a jurisdiction having a strategic Anti-Money Laun-
dering or Combating the Financing of Terrorism
deficiencies to which counter measures apply; or

The EFEs desirous of taking hedge positions in Indian commodity
derivatives market shall approach Authorized Stock Brokers
(ASBs), from amongst the Brokers which are registered under
SEBI(Stock brokers and sub-brokers) Regulations, 1992 having
minimum net-worth of INR 25 Crores and are authorized by the
Exchanges for opening of such accounts.

a jurisdiction that has not made sufficient progress
= in addressing the deficiencies or has not committed

to an action plan developed with the Financial

Action Task Force to address the deficiencies.

Visit URL for more Details

1 https://www.sebi.gov.in/legal/circulars/oct-2018/participation-of-eligible-foreign-entities-efes-in-the-commodity-derivatives-
market_40649.html

2 https://lwww.ncdex.com/Downloads/Circulars/PDF/Know__Your_Client_requirements_for_Eligible_Foreign_Entities_(EFEs)
_16112018.pdf

3 https://lwww.ncdex.com/Downloads/Circulars/PDF/Circular_Participation_of_Existing_Members_as_ASBs.pdf

4 https:/Incdex.com/Downloads/Circulars/PDF/Hedge_guidelines_for_Eligible_Foreign_Entities_(EFEs)_November_28_2018.
pdf
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Disclaimer: Trading in commodities contracts is subject to inherent market risks and the participants should understand and consult their financial advisers before
trading. The contents in this publication are for guidance only and should not be treated as recommendatory or definitive. Neither NCDEX nor the NCDEX IPF Trust
or their affiliates, associates, representatives, directors, employees or agents shall be responsible in any manner to any person or entity for any decisions or actions
taken on the basis of this publication. No part of this publication may be redistributed or reproduced without written permission from NCDEX.
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