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National Commodity and Derivatives Exchange (NCDEX) is largest agricultural
derivatives exchange of India. A derivative is a security with a price that is dependent upon
or derivated from one or more underlying assets. It is itself a contract between two or more
parties based upon the asset or assets. NCDEX is a professionally managed on line platform
and focusing on revolutionising agricultural sector of India, NCDEX is electronic
commodities exchanges. It is second largest commodity exchange in India after multi
commodity Exchange (MCX), because MCX also electronic commodities exchange and they
are separate business and compete with on anather. The NCDEX specializes in agricultural
commodities while the MCX is better known for its trading in metals and energy product.
NCDEX is a public Limited company and incorporated on April 23, 2003 under ownership
of ministry of Finance Government of India. NCDEX commenced operation on December
15, 2003 as a recognized association under The Forward Contracts (Regulation) Act, 1952.
The Exchange became a deemed recognized stock exchange under the Securities Contracts
(Regulation) Act, 1956 on September 28, 2015 under the regulation of Securities and
Exchange Board of India (SEBI). The headquarters of NCDEX is in Mumbai. NCDEX uses
state-of-the-art technology to help traders conduct error free trading. NCDEX provides an
efficient platform for price discovery and price risk management. It is deeply committed to
the national objective of uplitiment an development of formers and agricultural sector. It
provides an integrated and holistic market infrastructure through its subsidiarles like clearing
& Settlement services, Repository services and even on e-Auction platform.

National commodity and Derivatives Exchange Limited (NCDEX) is set up through
collaboration with life Insurance Corporation, National Bank of Agricultural and Rural
Development (NABARD), Indian Fertilizer Cooperative Limited (IFFO), Oman India Joint
Investment Fund, Punjab National Bank (PNB), Build India Capital Advisors LLP, Canara
Bank, IDFC Limited, Shree Renuka Sugars Limited, Credit Rating Information Service of



India Limited (CRISIL), Jaypee Capital Service Limited and Star Agriware housing and
collateral management Limited and some of other companies. As per annual report of the
NCDEX on 31-3-2022 Shareholding Pattern of the NCDEX in Terms of Securities Contracts
(Regulation) Stock Exchanges and Clearing Corporation) Regulations, 2018, NSE hold
76,01,377 number of shares that is 15 percent of total paidup capital, NABARD hold
56,25,000 shares it is 11.10 percent of total paid up capital, LIC hold also 56,25,000 shares it
is also 11.10 percent and other shareholder company like IFFCO hold 50,68,000 shares that
is (10.05%) Oman India Joint Investment fund hold 50,67,600 shares (10.005%) PNB shows
36,94,446 shares (7.29%) Canara Bank Mumbai maintain 30,55,516 shares (6.03%) IDFC
hold 25,33,800 shares (5.00% Build India Capital Advisor LLP hold 25,33,799 shares
(5.00%) Shree Renuka Sugars Limited has 25,33,700 shares (5.00% CRISIL Limited hold,
18,75,000 shares (3.70%) MrsPushpa Devi Saraogi hold 12,66,800 shares (2.50%), Mrs.
Usha Devi Saraogi hold 12,66,800 Shares (2.50%), Jaypee Capital Services Ltd hold
12,04,800 shares (2.38%) Star Agri warehousing and Collateral Management Ltd hold
5,50,500 shares (1.08%), Mr. S. Sundaraman maintain 5,57,437 shares (1.10%) and many
others company holding shares of NCDEX but they all percentage wise Contribution is
below one percent of total paid up capital. Thus total number of shares are 5,06,76,000 and
each share face value is 10/- per share. The total paid up equity share capital of NCDEX is
Rs 50,67,60,000/- (Table-1)

The many agricultural commodities are trades on online platform on NCDEX through
authorized brokers. The name of product as on 2022 are Chana, Barley, Bajra, Wheat,
Moong, Maize feed industrial grade, Paddy (Basmati)-Pusa 1121, Castor seed, Refined
Castor oil, Cotton seed oil care, Soybean, Refined Soy oil, Mustard seed, crude palm oil,
Natural Whitish Sesame seeds, Hipro Soybean meal, Kapas, 29 mm Cotton, Gur (Feed
Grade), Robusta Cherry AB Coffee, Turmeric, Coriander, Jeera, Guar Seed 10MT, Guar
Gum refined splits and index Products (Guarex) and Metals (Steel long) traded. The
exchange provide leading to improvement in agricultural productivity and practices in India.
The formers need to sign contracts for trading their product at a certain price after a certain
time in future. To access NCDEX markets investors need to have an account at an authorized
brokers (members) who is connected to the exchange in India.

The Members of NCDEX works through intermediate between exchange and
formers, who trade on exchange platform. The members provide service to the formers in
opening account and trading. The membership criteria is determine by exchange and SEBI.
The person like individuals, sole proprietorship, partnership firms Registered under Indian
partnership Act, 1932, Limited liability partnership firm (LLP) Registered under LLP Act,
2008, companies, corporations or institutions incorporated under companies Act, 1956 and
2013 and such other persons/entitles as may be the relevant authority of NCDEX are eligible
to become members. But they also maintain criteria like Age should be 21 years of
indidual/Proprietor/Parnership/directors and minimum education qualification of
individual/proprietor/one of the partner/one of the director should be graduate or having an
experience in commodities/financial markets adequate. The two designated directors/partners
should be HSC and 2 years experience in commodities market. All corporate members
should have minimum Rs 30 Lakhs paid up capital. The individual will be citizen of India.
The corporate body should not commited by any act.



There are four types of membership on NCDEX, the members can choose
membership from them. The first one is Trading cum Clearing Member (TCMS), it shall be
entitled to trade on Exchange on behalf of their constituents/client and or on their own
account and shall also be eligible to clear and settle all such trade done by them. The fees and
deposit see Table-1Ind. The second type of member is Trading member TM it will have rights
to trade on their own account as well as on account of their clients on the exchange platform
but not have rights to clear and settle such trades themselves. TMs will have affilation for
clearing their trades/transactions to any one to PCM/STCM. The fee Deposit see Table-11nd.
The third types of membership is Strategic Trading Clearing Member. (STCM), its have in
addition to existing rights and responsibilities as TCM, shall be entitled to and lible to settle
and clear the trades/transactions done by affiliated members with like TCMs or TMS. The
fee and deposit see table-1Ind. The last and fourth types of members are professional clearing
member (PCM) it is entitle to only clear and settle trades/transactions done by other members
which affiliated with them like TCMs or TMs but PCMs are not allowed to trade on NCDEX
Platform. The fee and Deposite see Table-l1ind. The eligible person who want to become
member of NCDEX, select any one to membership, category and them apply on a format
along with document and respective category fee and deposit. The member receipt a
registration number from SEBI, the member become able for trading.

The investor who want trading in commodities can open trading/demat account with
exchange. They broker (member) for apply open account and submit application to member
along with required document & Fee. The broker verify all document and sent to investor on
register mobile number. The investor deposit morgin money as soon as the account open. The
NCDEX trading account also helps the nation in the growth to agricultural products where
demat account helps formars to secure his share in an electronic form and in doing trade
without any hassle. At time 339 members and 44,66,021 client and 1723 warehouses
approved by WRDT. There are NCDEX branches in Mumbai, Hyderabad, Delhi, Kolkata,
Indore, and Jaipur and many service centre in all India for formebrs.

The exchange used modern Technology for trading commodities, It provides
computer to computer link (CTCL) facility in addition to Exchange Trading Workstation
(NEXTRA) to members of the Exchange Trading Platform. The member can develop the
CTCL software in house or the vendors CTCL software which emplanelled with exchange
for trading procure. The external trading software included software used for computer to
computer link (CTCL), Internet Based Trading (IBT), Security Trading through wireless
Technologies (STWT) & Algorithmic Trading (AT). Members can also build software to
read tick by tick data (TBT) in tick-by-tick (TBT) data, the exchange provides data for every
tick received by the exchange from various market participants The charges of vendor
empanelment CTCL is Rs 10 one time perlakh and annual recurring Rs 2.50 per lakh and
vendor empanelment ATS is only Rs 0.50 for annual recurring charges per lakh but incase
member in house developed software- ATS is only Rs 0.50 per lakh on time.

Thus, it is find out that NCDEX is providing boost to Agricultural and derivative
commodity market in India. The financial Status of Indian’s formers improve with help of
NCDEX trading platform. The exchange provides better price of products and transparency



in trading. The exchange is providing electronic online trading so cost become lower of
farmers.

The Formers and brokers (Members) can take benefits of online facilities from his
convenient place through open demat and Trading account. Demat account is necessary for
dealing equity assets but not for non-equity assets while who want trading in derivatives then
should be maintain Demat and Trading account with a SEBI registered brokers. It is on
choice of formers. NCDEX used modern technology for trading. Hence, formers are
interested toward on NCDEX platform that is show healthy Indian economy.

TABLE : 1
(A) ncdsl last table above -(other requirements)

Sr.N Name of the shareholder Total no. | % of Total
0. of Shares Capital
1 National Stock Exchange of India Limited (NSE) | 7,601,377 15.005%
2 Life Insurance Corporation of India (LIC) 5,625,000 11.10%
3 The National Bank of Agriculture and Rural 5,625,000 11.10%
Development (NABARD)
4 Indian Farmers Fertiliser Corporative Ltd 5,068,000 10.00%
(IFFCO)

5 Oman India Joint Investment Fund 5,067,600 10.00%
6 Punjab National Bank (PNB) 3,694,446 7.29

7 Canara Bank Mumbai 3,055,519 6.03%
8 Investcorp Private Equity Fund | (Formerty 2,533,800 5.00%

known as IDFC Private Equity Fund I11)
9 Build India Capital Advisors LLP 2,533,799 5.00%
10 Shree Renuka Sugars Limited 2,533,700 5.00%
11 CRISIL Limited 1,875,000 3.70%
12 Mrs. Pushpa Devi Saraogi 1,266,800 2.50%
13 Mrs. Usha Devi Saraogi 1,266,800 2.50%
14 Jaypee Capital Services Ltd. 1,204,800 2.38%
15 Star Agriware Housing and Collateral 550,500 1.08%
Management Limited

16 Mr. S Sundaraman 557,437 1.10%
17 Mr. Ranjit P 466,400 0.92%
18 Mr. Vinod Kumar Jain 50,000 0.10
19 Ms. Manjula Narayan Das 25,000 0.05%
20 Ulka Industries Private Limited 25,000 0.05%
21 Jhawar Trade & Investment Private Limited 25,000 0.05%
22 Ms. Madhu Manmohan Rathi 25,000 0.05%
23 Other Individuals (2 Shareholders) 22 0.00%

Total 50,676,000 100.00%




B. Shareholding Pattern as per SEBI formate
The Ownership/Shareholding limits in the Exchange are governed by chapter IV of
the Securities Contracts (Regulation) Stock Exchange and Clearing Corporations)
Regulations, 2018. The Currernt paid up equity share capital of the Exchange is Rs.
50,67,60,000/- divided into 5,06,76,000 equity shares of face value of Rs. 10/- each. Thus,
the maximum number of shares that can be held under the category of ‘non-public’ is
2,48,31,241 equity share Rs. 10/- each (49%). The maximum number of shares that can be
held under the category of ‘persons resident outside India’ is 2,48,31,241 equity shares of Rs.
10/- each (49%).

TABLE : 2
Fees and Deposit Structure to Become a Member at NCDEX

Sr. Particulars Trading Members Trading Strategic | Professional
No (TM) Cum Trading Clearing
(InRs.) Clearing Cum Member
Member Clearing (PCM)
(TCM) (in Member | (Member of
Rs.) (STCM) | NCCL (Rs.)
Rs.
1 Minimum Net For Non-Corporate 100 Lakh 300 Lakh 1000 Lakh
Worth (Individuals/Partership
Firm/LLP/HUF)=
10laksh For corporate
25 lakh
2 Base Capital Not Applicable 25 lakh 20 Lakh 20 Lakh
(NCCL)
() Interest free
cash security Not Applicable 25 Lakh 50 Lakh 25 Lakh
Deposit
(ii) Collateral
Security Deposit
3 Base Minimum 2.50 Lakh 2.50 Lakh 6.25 Lakh Not
Capital Applicable
(NCDEX)
(i) interest free
cash deposit 7.50 Lakh 7.50 Lakh | 18.75 Lakh Not
(i) Collateral Applicable
Deposit
4 Interest Free 10 Lakh 10 Lakh 10 Lakh Not
Security Deposit Applicable
(IFSD)

(NCDEX) (in




the form of cash
only)

5 Admission Fee 5 Lakh 5 Lakh 5 Lakh 5 Lakh
(one time non-
refundable)
(NCDEX) with
other Tax

6 Annual 0.20 Lakh 0.75 Lakh 1.00 Lakh 1.00 Lakh
Membership

Fees (NCDEX)
with Applicable

Tax
7 SEBI 0.50 Lakh 0.50 Lakh 0.50 Lakh 0.50 Lakh
Registration
Fees
8 SEBI Annual Not Applicable 0.50 Lakh 0.50 Lakh 0.50akh

Regulatory Fees

Notes :

e Application Processing Fees: Rs 2000/- Plus Applicable Tax.
e it TCM is clearing through STCM/PCM, the member will have to maintain a base
capital of Rs50 Lakh with the NCCL in the form of cash only.

e No exposure will be allowed on IFSD (Vide circular NSDEX dated 2/8/2018 and
Base Minimum Capital (Vid circular of NCDE dated 2/9/2016)

e All clearing members required to maintain a Minimum liquid Net worth of Rs 50
Lakh at all point

e BMC requirement is Rs 50 Lakh to algo Trading Facility.
e Other Requirement

S No. Particulars Trading Cum Strategic Trading Professional Trading Member (T.M)
Clearing Member | Cum Clearing Mem. Clearing (Rs)
(TCM) (Rs) (STCM) (Rs) Member (PCM) [ (without CTCL [ (With CTCL
Facility Facility
1 CTCL Facility Allowed Allowed - Not Allowed Allowed
2 |4 type of Bank A/lc | All 4 type of All 4 type of Alc is Settelment A/c and | Two Separate | Two Separate
(Statement A/c accounts are are Mondatory Exchange Dues A/c |Bank A/cs For  |Bank A/cs For
Exchange Dues A/c | Mondatory Mandatory client Trade ad |client Trade and
own a/c, client Bank own Trades own Trades
Pool Alc
3 Comtrack Accounts Mondatory Mondatory Mondatory = -
4 | Fidelity Insurance | Mondatory for Mondatory for Not Mandatory Mondatory for | Mondatory for
Policy Client’s Trade Client's Trade Client's Trade | Client's Trade

Source : website of
: ncdex.com



. Investopedia.com

- adigitalblogger.com

- icicidirect.com

: zerodha.com

: upstox.com

. edelweiss.in

> indiainfoline.com

: nuvamawealth.com
nirmalbang.com

. cfainstitute.com

: corporatefinanceinstitute.com
: cleartax.in

- libx.co.in

. quantra.quantinsti.com



