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The proposal to merge
the Securities and
Exchange Board of India

(Sebi), the stock market regu-
lator, with the Forward
Markets Commission (FMC),
which regulates the commodi-
ties market, was proposed by
Finance Minister Arun Jaitley
in his Budget for 2015-16. So
that it doesn’t require separate
parliamentary approval, the
legal changes required for the
merger were incorporated in
the Finance Bill. Once the pres-
ident gives his assent to the
Bill, the changes will get auto-
matically notified.

The implications of the
merger are significant. Stock
exchanges will be able to
become universal exchanges
wherein equities, debt instru-
ments and currencies are trad-
ed under the same roof as
commodity derivatives. Stock
exchanges already have
depositories and clearing cor-
porations that will cater to the
needs of commodity traders
as well. 

However, after talking to
experts, it is evident that the
commodity exchange space
will see consolidation and ulti-
mately three or four players
will remain on the scene, as
compared to six now, including
existing large stock exchanges
such as the National Stock
Exchange (NSE) and Bombay
Stock Exchange (BSE), 
Multi Commodity Exchange
(MCX) and National
Commodity and Derivatives
Exchange (NCDEX). 

Jaitley has proposed repeal-
ing the Forward Contract
Regulation Act and changes in
the Securities and Contract
Regulation Act in the Finance
Bill. However, to give effect to
the merger, even the Sebi Act
needs to be amended to allow
commodities derivatives as
security and also to allow
Securities Appellate Tribunal
to hear cases related to com-
modities as well. However,
these changes are seen only as
procedural hiccups. 

Opening avenues
The changes will provide enor-
mous opportunities: invest-
ment derivatives such as
exchange traded funds for sil-
ver and other metals, weather
and freight derivatives, and
index futures and options
trading in commodities. It will
offer arbitrage opportunities
across segments in
an exchange, and
make margin mon-
ey fungible for
trading across var-
ious asset classes
like commodities,
currencies and
equities. Thus, if
BSE or NSE starts
commodity derivatives, mar-
gin money for equities or cur-
rencies will also be available
for commodities because the
clearing corporation will be
the same. 

After Jaitley announced
the proposed merger in the
Budget, Sebi called all com-

modity exchanges to make
presentations. In-house
expertise is being built and
other organisational changes
required are also being made.
The merger was discussed at
the Sebi board meeting held
on March 22 in Delhi. 

The exchanges, equity as
well as commodity, have ini-

tiated delibera-
tions on their
future strategies
when the two
market regulators
are merged. 

An industry
insider says one
should not be sur-
prised if NSE

acquires NCDEX, in which it
holds 15 per cent, or launches
metals and energy derivatives
on its own platform. NCDEX is
predominantly into farm com-
modities, and has a separate
subsidiary for spot trading.
Another insider says that BSE,
which has Sebi’s approval to

set up a commodity exchange,
need not do that or buy into an
existing commodity exchange
— it can simply launch a seg-
ment for commodity deriva-
tives and save costs. 

MCX, the market leader
(with over 85 per cent share)
that calls itself an exchange
for metals and energy, has
already proposed to increase
its stake in MCX-SX (now
Metropolitan Stock Exchange)
to 15 per cent by converting
the warrants it holds. If Sebi
approves that proposal, MCX
will have access to currency
trading that is the natural
hedge required for commodi-
ty traders. In the past, MCX-
SX was a market leader in cur-
rency derivatives. Eventually,
MCX-SX merging with MCX is
also a possibility that many do
not rule out. 

CEOs of several exchanges
do not wish to come on record
as the regulators for both the
markets are still separate and

independent. Spokespersons
for NSE, BSE, MCX and NCDEX
say that since the proposal is
yet to be implemented, they are
not in a position to comment.

The question is, will the
merger add more depth to the
market? Aditya Gandhi, direc-
tor of Sapient Global Markets
(India), says: “It is hoped that
with time institutional
investors like banks and mutu-
al funds will also be allowed
to participate in these markets,
which will increase liquidity
and, therefore, price discov-
ery, and offer more opportu-
nities for hedgers to execute
their transactions.”

The government is acquir-
ing power to define certain
instruments as derivatives that
will allow weather and freight
derivatives. Weather deriva-
tives could succeed in India as
the vagaries of monsoon weigh
heavily on the prospects for
major crops. These two types
of derivatives were discussed
by the government a decade
ago, but they were never on its
priority list as the FCRA
amendment to strengthen FMC
never fructified.

“This should provide a full
array of instruments for farm-
ers, producers, shippers and
consumers to manage their
risks and therefore should inc-
rease participation and depth
of the market,” adds Gandhi.

High and low 
The merger will give a signifi-
cant boost to the integrity of
the commodities market. FMC
was dependent on the govern-
ment for finances. It was short
staffed and technologically
constrained to regulate and
monitor the markets. A Nielsen
report in 2013 suggested that
dabba trading (illegal off-
exchange derivative trading) in
commodities had increased 
5-7 times after the commodity
transaction tax was introduced
in July 2013. Sebi should be
able to play an instrumental
role in controlling this and to
bring back the dabba trading to
the exchanges. 

The merger should also
mean an improvement in the
overall efficiency for the mar-
ket participants, including a
reduction in transaction costs.
Two CEOs, one of a commodi-
ty exchange and the other of a
stock exchange, agree that 
all segments under one
exchange will help reduce the
compliance costs and will
result in better utilisation of
margin money.  

On the flip side, Gandhi
says the proposed merger pos-
es serious challenges for Sebi.
“As commodity prices have
significant implications for the
common man, especially in
times of famine or drought, it
will need to do justice with the
expectations of Dalal Street,
but also manage the percep-
tion of the impact of deriva-
tive trading on the common
man,” he says. “It will also
need to wade into new territo-
ry and help commodity
exchanges manage warehous-
es, inspections and standardi-
sation to help strengthen 
the markets.” 
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COMMON PLATFORM Once the merger happens, stock exchanges will be able to become universal exchanges wherein
equities, debt instruments and currencies are traded under the same roof as commodity derivatives

The merger will 
give a boost to 
the integrity of 
the commodities
market. It will
also lead to an
improvement in its
overall efficiency

The proposed merger will present more opportunities to the exchanges
but could also pose serious challenges for the watchdog 

Market
~ crore

share (%)

Equity (Cash + F & O)
NSE 2,43,507.93 73.88
BSE 86,109.75 26.12

Commodities
MCX 20,139.48 83.82
NCDEX 3,508.45 14.60
NMCE 280.09 1.17
ACE 98.35 0.41

Currency market
NSE 12,608.54 53.64
BSE (+USE) 8,186.80 34.83
MCX 2,709.17 11.53

Interest rate futures
NSE 1,725.43 88.21
BSE 183.34 9.37
MCX 47.27 2.42
Source: Exchanges Compiled by BS Research Bureau

TRADING NUMBERS
Dailyaverage turnover (FY15)

Two sides of the
Sebi-FMC merger
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CIN: U27205UP2001PLC026372
O. P. CHAINS LIMITED

PROMOTERS OF OUR COMPANY: MR. OM PRAKASH AGARWAL, MR. ASHOK KUMAR GOYAL & MR. SATISH KUMAR GOYAL
Listing: The Equity Shares offered through the Prospectus are proposed to be listed on the BSE SME Platform. In terms of the Chapter XB of the SEBI (ICDR) Regulations,
2009, as amended from time to time, we are not required to obtain an in-principle listing approval for the shares being offered in this issue. However, our Company has
received an approval letter dated November 19, 2014 from BSE for using its name in this offer document for listing of our Equity Shares on the SME Platform of BSE. For
the purpose of this Issue, the Designated Stock Exchange will be the BSE Limited (“BSE”).
Disclaimer Clause of SEBI: Since the Issue is being made in terms of Chapter XB of the SEBI (ICDR) Regulations 2009, the Draft Offer Document was not filed with SEBI.
In terms of the SEBI Regulations, the SEBI shall not issue any observation on the Offer Document. Hence there is no such specific disclaimer clause of SEBI. However
investors may refer to the entire Disclaimer Clause of SEBI beginning on page 198 of the Prospectus.
Disclaimer Clause of BSE (Designated Stock Exchange): ): It is to be distinctly understood that the permission given by BSE Limited (“BSE”) should not in any way
be deemed or construed that the Prospectus has not been cleared or approved by BSE nor does it certify the correctness or completeness of any of the contents of the
Prospectus. The investors are advised to refer to page 204 of the Prospectus for the full text of the Disclaimer Clause of BSE.
IPO GRADING: Since the issue is being made in terms of Chapter XB of the SEBI (ICDR) Regulations, there is no requirement of appointing an IPO Grading agency.
ADDITIONAL INFORMATION AS REQUIRED UNDER SECTION 30 OF THE COMPANIES ACT, 2013
Main Objects As Per Memorandum of Association of Our Company: 1. To takeover the existing business of M/s O. P. Chains & Others AOP and its all assets and liabilities
and other title, rights, goodwill or any other assets or liabilities acquired or self generated. To acquire all its tangible and non tangible assets and liabilities of the above AOP.
2. To carry on the business of manufacture, dealers, exporter, importer of precious and non precious metal in India or Outside India. The precious metal will include gold,
silver, platinum or any metal or compound which is termed as precious metal on the international or national recognized metal exchange. The non precious metal includes
the iron, cooper, aluminum etc or any metal or compound which is termed as precious metal on the International or national recognized metal exchange. 3. To carry to
business of manufacture, dealers, exporter, importer of jewelry, fancy items, daily use items made up of precious and non-precious metal in India or outside India. The
precocious metal will include gold, silver platinum or any metal or compound which is termed as precious metal on the International or national recognized metal exchange.
The non precious metal includes the Iron, cooper aluminum etc. or any metal or compound which is termed as precious metal on the International or national recognized
metal exchange. 4. To open the subsidiary or wholly owned subsidiary in India or outside India to transact the business of manufacture trading importer, exporter of precious
metal, non precious metal, items of personal or industrial use made up from the precious metal and non precious metal. 5. To carry on the business of lending money
as loan or financial assistance, make investments in securities or projects or business of other nature, accept money from others, to act as merchant bankers, investors,
lenders occupiers, installers, to draw, make, accept, endorse, discount, negotiate, execute and issue bills of exchange, promissory notes, and other negotiable instruments,
subjects to approval of Reserve Bank of India. 6. To purchase, acquire take on lease or in exchange or in any other lawful manner make investment in Property and to turn
the same in to account, develop the same and dispose off or maintain the same and to create Land Banks and to build townships, commercial complex, or other buildings
or conveniences thereon and to equip the same or any part there of with all or any amenities or conveniences and to deal with the same in any manner what so ever and
to carry on the business as planners, designers, architects, engineers, promoters, consultants, advisors, interior decorators, real estate agents in all the matters connected
with real estate and building construction and to promote, manage and administer co-operatives, groups housing societies for buying, maintain and developing lands,
building, hereditament, facilities, amenities and to manage sell, allot lease out houses, apartments, flats, shops, offices to the shareholders, members, participants of such
co-operatives, groups, societies or to any other person on their behalf and to invest the fund of the Company in Securities, Shares, Government Securities, Commodities
and Derivatives from time to time in the ordinary courses of business.
Amount of Share Capital of Our Company And Capital Structure: Authorized Share Capital of ̀  725 Lacs  divided into  72,50,000 equity shares of Face Value of ̀  10 each;
Issued, Subscribed and paid-up Capital Prior to the issue is ` 500 Lacs divided into 50,00,000 equity shares of Face Value of ` 10. Proposed Post Issue Paid-up Capital:
` 685 Lacs  divided into  68,50,000 equity shares of ` 10 each.
Liability of Members as per MoA: The Liability of the members of the Company is limited.
Signatories to MoA and AoA: 

Original Signatories Current Promoters
Name No. of Shares Name No. of Shares

Mr. Om Prakash Agarwal 20,100 Mr. Om Prakash Agarwal 9,08,100
Mr. Ashok Kumar Goyal 20,000 Mr. Ashok Kumar Goyal 8,70,000
Mr. Satish Kumar Goyal 20,000 Mr. Satish Kumar Goyal 8,70,000
Mr. Moon Goyal 1,000
Mrs. Kusum Agarwal 4,000
Mr. Kailash Chand 1,000
Mrs. Heera Devi 1,000



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /Helvetica
    /Helvetica-Bold
    /Helvetica-Condensed
    /Helvetica-Narrow
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


