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Gold Rate
PRICES PER TROY OUNCE ($)

 London India

OPEN 1338.36 1496.26

LAST* 1327.63 1496.10

Forex Rate
`-$ EXCHANGE RATE

OPEN

61.37

 LAST*

61.20

*At 6pm
London spot 
prices and 
MCX spot 
prices, quoted 
in dollars per 
troy oz

Market Trends
STOCK INDICES

OIL ($) BOND YIELDS

SENSEX 19229.84 1.49%

NIFTY 5699.30 1.55%

SX-40 11408.14 1.33%

NIKKEI 13867.00 2.57%

HANG SENG 22541.13 1.21%

STRAIT TIMES 3244.12 0.37%

DUBAI CRUDE

105.43

1.74

10-Y GOI

8.39

0.11%
Absolute Change

�QFIs can Now Directly 
Invest in To-be-listed Bonds

MUMBAI Sebi has eased the bond

market investment norms for qual-

ified foreign investors (QFIs) by al-

lowing them to directly purchase the corporate

debt securities that companies intend to list on

stock exchanges. QFIs, a new category of for-

eign investors created by Sebi last year, have

been so far allowed to either invest in the cor-

porate debt securities that are either already

listed, or those being sold through a public offer.

� Godrej Buys 12 L GCPL
Scrips from Other Promoters

MUMBAI Godrej Consumer Prod-

ucts’ promoter, Godrej Industries

has acquired 12 lakh shares of the

FMCG major for .̀ 103 crore from

other promoters entities. GCPL shares were

purchased from nine promoters — Nadir Go-

drej, Navroze Godrej, Nyrika Vijay Crishna, Ni-

saba Adi Godrej, Pirojsha Adi Godrej, Freyan

Crishna, Rishad Kaikhushru Naoroji, Raika

Jamshyd Godrej and Tanya Arvind Dubash.

Short Takes

PRASHANT MAHESH
MUMBAI

The National Spot Exchange
(NSEL) has suspended trading in
e-series contracts till further no-
tice after the Forward Markets
Commission (FMC) banned new
commodity futures contracts due
to alleged violations of norms.
This has put investors with e-se-
ries units in a difficult position, as
they can't sell them on the ex-
change platform. Similarly, those
who had systematic investment
plans (SIPs) with the exchange
are also in a fix.

“Investors have two options.
They can continue to hold e-series
units in the demat form or opt to
convert them into physical met-
al,” says Priti Gupta, executive di-
rector, Anand Rathi Commodi-
ties. E-series products allow
investors to invest in commodi-
ties like gold, silver and platinum
in small denominations in demat
form. Investors have the option to
convert their holdings into physi-
cal metal at a later date. “If you
still wish to accumulate gold, you
can do it through ETFs (exchange
traded funds) on the stock ex-
change. However, there are no
ETFs for silver or platinum in In-
dia,” says Vishal Dhawan, foun-
der and Principal Financial Plan-
ner, Plan Ahead Wealth Advisors.

Investors should consider their
requirements and tax liabilities
before taking a call on e-series in-
vestments, say experts. “If you
don't need the money, you can con-

tinue to hold the units. You can
stay put and wait for further news
flow as and when it comes from
the exchange,” says CP Krishnan,
whole-time director, Geojit
Commtrade. “Investors who need
the physical metal can opt to take
delivery,” says Vibhu Ratandha-
ra, AVP (commodities), Bonanza
Portfolio. Those who want physi-
cal delivery of the metal can fill in
the surrender request form and
submit it to their depository par-
ticipant. However, you will have to
incur conversion charges, octroi
and VAT (value added tax) and de-
pository charges when you take
delivery. The conversion rate for
one unit of 8gm and 10gm is .̀ 400.
Similarly, for converting 500
grams of silver you will have to
pay .̀ 2,000. VAT will be levied at
1%. You will have to pick up deliv-
ery at any one of the 11 centres as
specified by NSEL.

If e-gold is held for less than

three years, the income generated
from the sale of e-gold units will
be clubbed in the overall income
of the person and will be taxed de-
pending on which tax slab the per-
son falls in. If the investment is
held for more than three years,
the income from the sale of units
will be considered as long-term
capital gains and taxed at the rate
of 20%. Also, if a physical deliv-
ery is taken either in gold ETF or
e-gold, the holding will become
taxable under Wealth Tax Act.

Investors can continue their in-
vestments in gold through SIPs in
ETFs or gold mutual funds. Sever-
al fund houses likes Birla Mutual
Fund, HDFC Mutual Fund, Moti-
lal Oswal Gold Fund, Kotak Mu-
tual, IDBI Mutual Fund, Quan-
tum Mutual Fund, among others,
offer ETFs. AMCs like HDFC and
Motilal Oswal offer the flexibility
to convert gold ETF in physical
form at the time of selling.

E-series Investors Need Not be in a Tizzy
They can either hold

the units in demat

form or convert them

into physical metal

IN THE 

CLASSROOM

Why NSEL is 
in a Spot

WHY THIS ELABORATE ARRANGEMENT?
The respectability and legitimacy of  an institution like a licensed 
stock exchange made all the difference. No HNI investor in Mumbai 
or Delhi would have lent crores to unknown commodity trader or 
unheard of  companies with few lakhs of  capital. But since the 
exchange was guaranteeing the trades, they had no problem. 

HOW WAS THE 
MONEY DEPLOYED?
The money borrowed was 
rarely paid back after 26 days. 
On the contract’s expiry, the 
borrower just paid the interest 
to the lender and the two parties 
would roll over the positions by 
entering into a new but similar 
contracts. This would go on for 
months. This was similar to the 
now banned badla finance, once 
the lifeline of  stock markets.

HOW DID IT FALL 
APART?
In end July, the government 
directed NSEL not to issue any 
new contract. A new contract 
does not mean a new product – 
even rolling over existing 
contracts call for entering into 
new contracts. This brought all 
trades to a halt. FMC had 
warned the exchange a year 
ago, but the latter felt it would 
find a way out.

WHAT’S THE CHAOS ALL ABOUT? 

For higher returns, many wealthy investors, companies and even 
PSUs put money in a strange product hawked by wealth 
managers. Now they fear the money is stuck.

SO, IT WAS LIKE A FINANCE CO RAISING FDs?
Yes and no. Since the transactions happened on a spot exchange, 
borrowers and lenders entered into a pair of  contracts for every 
deal. First, there was a three-day contract that said within two days 
of  signing it, the investor will lend the money and the borrower will 
handover a warehouse receipt. Simultaneously, they entered into a 
26-day contract, which said 25 days after cutting the deal, the 
borrower will pay back a pre-agreed amount and get back the 
receipt. The difference between the money lent and paid back 
captured the interest return. But, after the music stopped, many 
felt the exchange was no different from a finance company.

WHY CAN’T BORROWERS REPAY THE MONEY? 
Some may have parked the money in illiquid assets like properties. 
There are also fears that commodity stocks in warehouses may be 
much lower than what the receipts claim. In other words, there 
may not be sufficient stocks that can be sold to repay investors (or 
lenders). Unlike chit fund investors, the borrowers in NSEL 
contracts are wealthy investors who may go after the brokers & the 
exchange.  There are 13,000 investors (or lenders) and 25 borrowers.

WHAT HAPPENED ON TUESDAY?
The word is out that less than ̀ 100 crore has so far been paid by the 
borrowers against a liability of  ̀ 5,500 crore. What happens on 
Wednesday will be crucial: FT, the promoters of  NSEL, and its 
founder Jignesh Shah will have to submit a firm repayment 
schedule to the Forward Markets Commission. If  Shah tries to buy 
time or sound unconvincing on Wednesday, all hell will break loose.

WHAT WAS THE DEAL LIKE? 

An investor would lend money for 25-30 days against receipts of  
commodities stocked in a warehouse. All transactions happened on 
the National Spot Exchange, a platform to match investors (or 
lenders) and borrowers. The returns were as high as 14-15%.

OUR BUREAU
MUMBAI

T
he commodity market reg-
ulator has recommended
that the case of National

Spot Exchange’s default should
be handed over to the ministry of
finance amid fears that some of
the transactions may require
the assistance of central agen-
cies. The Forward Markets Com-
mission, the regulatory author-
ity, is understood to have spelt
this out in a report submitted to
the ministry of consumer af-
fairs on Monday.

As market intermediaries
feared that the exchange may not
be in a position to recover sub-
stantial funds, there are regula-
tory concerns that some of the
less credit-worthy borrowers
may have used the exchange’s
platform to draw credit lines and
deploy funds in speculative ac-
tivities. “The regulator is not
aware how the money has been
used. Here, some background
check of borrowers and money
trail becomes important…,”
said a market source.

FMC chairman Ramesh Abh-
ishek was not available for com-

ments. However, a senior finance
ministry official said, “The fi-
nance ministry has no jurisdic-
tion in this case.”

NSEL, a spot exchange, has been
operating in a regulatory void.
Till recently, FMC had no powers
to regulate the bourse and penal-

the commission is also believed to
have shared concerns voiced by
organisations like the Commodi-
ty Participants Association of In-
dia, Association of National Ex-
changes Members of India and
BSE Brokers Forum.

In a letter dated August 10 to the
secretary, department of con-
sumer affairs, the associations
had suggested that all 24 mem-
ber/processors need to be sum-
moned by FMC with the involve-
ment of other enforcement
agencies to “influence them to
fulfil their obligations”. They al-
so felt that urgent steps are need-
ed to take control of all collaterals
lying with NSEL in order to pre-
vent pilferage of commodities.

According to market interme-
diaries, FTIL, which holds 99%
in NSEL, and Jignesh Shah, the
founder of the group, should be
made accountable to make good
the outstanding amount payable
to investors. 

“…there is an urgent need to put
custody and control of assets and
bank accounts of all the group en-
tities and their promoters under
the supervision of a committee to
be formed by FMC and the gov-
ernment,” said the letter.

ise its members. Many NSEL in-
vestors had traded through the In-
dian Bullion Market Association,
a subsidiary of the exchange that
also acted as a clearing agent for
commodities. The entity’s expo-
sure to the exchange could be
close to .̀ 1,200 crore. In its report,

Commodity Regulator Wants
Finmin to Look into NSEL Case
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