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Business News / Market / SEBI's ODI Compliance Burden Worry FPIs, Experts

SEBI’'s ODI compliance burden worry FPls,
experts

Market participants fear that heightened compliance demands could deter foreign investors,
especially as FPIs’ sentiment toward India remains fragile.
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Trades with derivatives as underlying asset has been negligible in the past three years.
(Image/Reuters)

MARKET DATA

The Securities and Exchange Board of India’s (SEBI) directive barring foreign portfolio
investors from issuing offshore derivatives instruments (ODIs) with derivatives as
underlying may have little impact on the segment since there have been negligible trades

in this segment for over three years, said experts.

However, the mandate to provide granular details of its ownership, and economic
interest, among others, might squeeze out the remaining ODI volumes as it adds to the

compliance burden for FPIs.

ALSO READ
RUPEE SLIDES TO RECORD LOWS ON STRONG DOLLAR DEMAND, Fil OUTFLOWS

To plug regulatory gaps allowing foreign investors to take leveraged positions through
ODlIs, SEBI has mandated that ODIs’ underlying and hedge positions must align one-to-
one in the same security (excluding derivatives).
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SEBI has also mandated additional disclosures for ODI subscribers

holding over 50% of their equity ODI positions in a single corporate

group or with equity holdings exceeding Rs 25,000 crore.

Despite these changes, SEBI data suggests that ODIs on derivatives have been
negligible for at least three years, with only Rs 75 crore recorded briefly in June and July
2023 combined. As of September 2024, total ODI values across equity, debt, and hybrid
securities stood at Rs 1.72 lakh crore—just 2.04% of FPIs’ Rs 84.30 lakh crore assets
under custody (AUC).

This marks a sharp decline from 2014 when ODlIs were Rs 2.22 lakh crore, or 10.7% of
Rs 20.84 lakh crore AUC, with over 2% linked to derivatives. The ODI market value has
fallen over the past decade despite a 300% rise in FPIs’ assets under custody in the

same time period.

Given the absence of ODIs with derivatives as underlying, this change won’t have any
significant impact, said Prakhar Dua, leader of the financial services and regulatory
practice at Nishith Desai Associates. “However, | believe that SEBI mandating
applicability of granular disclosure norms on ODI subscribers may have a larger impact

on the ODI deals as the compliance burden would increase,” he said.

For instance, ODI issuers would not just have to collect the requisite details and
disclosures from the ODI subscriber and submit to the depositories within the prescribed
timeline, but also independently validate the disclosures of the holdings reported by the
ODI subscribers to them. Further, in cases of breach and realignment, it seems that the

names of the ODI subscribers will be available in public domain, Dua said.

Nikunj Saraf, Vice President at Choice Wealth also expects these new rules to increase
compliance costs and reduce operational flexibility. “For FPIs, this necessitates a
reassessment of their investment approaches, shifting the focus toward equity holdings

and long-term investment opportunities,” Saraf said.

ALSO READ

TRACKING BUZZING STOCKS: TRENT AND DR. REDDY’S TOP GAINERS, TATA MOTORS AND
BEL AMONG THE TOP LOSERS ON DECEMBER 18 - CHECK COMPLETE LIST HERE

Market participants fear that heightened compliance demands could deter foreign
investors in the ODI segment altogether, especially as FPIs’ sentiment toward India

remains fragile.
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the new regulations. “The mandate for separate FPI registrations for ODI issuance
introduces additional compliance obligations and potentially increases administrative
overhead. The focus may shift towards direct investments in securities or alternative

instruments that comply with the new regulations,” Wadhwa said.
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Hyundai Venue
Scorpio N

Kia Seltos

Tata Nexon

Toyota Fortuner
Tata Curvv
Hyundai Alcazar
Mahindra Scorpio
Maruti Suzuki Eeco
Honda Amaze
Toyota Hyryder
Tata Safari

Tata Harrier

Maruti Suzuki Invicto
Toyota Taisor
Mahindra XUV700

POPULAR BRANDS

Hyundai Cars
| Maruti Suzuki Cars

| Toyota Cars
| Honda Cars

TOP COMMODITIES

Gold Rate Today
Gold Rate In Kerala
Gold Rate In Bangalore
Gold Rate In Noida
Gold Price In Ahmedabad
Silver Rate Today
Silver Rate In Ahmedabad
Silver Rate In Chennai
Silver Rate In Mumbai
Silver Rate In Noida
Petrol Price
Petrol Price In Mumbai
Petrol Price In Hyderabad
Petrol Price In Kolkata
Diesel Price
Diesel Price In Bangalore
Diesel Price In Hyderabad
Diesel Price In Chandigarh
Diesel Price In Lucknow

TRENDING STORIES

India Election Results 2024
Highlights: Nitish Kumar,
Chandrababu Naidu attend
NDA meet at Modi residence,
INDIA huddle shortly

Maha Shivratri 2024: Spread
festive wishes and quotes to
commemorate this special
occasion

MORE FROM MARKET

Upcoming IPOs this week:
Unimech Aerospace — a key
mainboard and 2 SME IPOs to
launch this week

Lok Sabha Elections 2024:
Congress CEC clears Rahul
Gandhi’s candidacy for
Wayanad seat, first candidate
to be out soon

Gold, silver rate today on
December 23 in Mumbai,
Delhi, Chennai, Kolkata: Here
are latest prices in other cities

Dating apps woo users Premium Story

Swift
Fronx

Maruti Suzuki Brezza

Hyundai Creta
Mahindra Thar
Xuv 3Xo

Kia Sonet
Tata Punch

Toyota Innova Crysta
Mahindra Thar Roxx

Mahindra Bolero

Honda Elevate

Maruti Suzuki Celerio

Honda City
Kia Carnival
Tata Tiago

Maruti Suzuki S Presso

Toyota Rumion
Toyota Glanza

Mahindra Cars
Tata Cars
Kia Cars

Best Popular Cars

Gold Rate In Chennai
Gold Rate In Hyderabad
Gold Rate In Mumbai
Gold Price In Delhi

Gold Price In Kolkata
Silver Rate In Bangalore
Silver Rate In Hyderabad
Silver Rate In Jaipur
Silver Rate In Delhi
Silver Rate In Lucknow
Petrol Price In Delhi
Petrol Price In Bangalore
Petrol Price In Chennai

Petrol Price In Pune
Diesel Price In Delhi
Diesel Price In Mumbai

Diesel Price In Chennai
Diesel Price In Jaipur

PSEB 10th Result 2024
Highlights: Results OUT at
pseb.ac.in, how to check, direct
link to scoreboard

PM Modi LIVE: PM Modi
congratulates participants and
awardees of National Creators
Awards

Reliance Industries Share
Price Today Live Updates, 23
Dec, 2024: Reliance Industries
on the radar

BSEB Bihar Board 10th Result
2024 Live Updates: Result
declared at bsebmatric.org

JM Financial says will fully
cooperate with Sebi in probe
into public issue of debt
securities

UltraTech Cement Share Price
Today Live Updates, 23 Dec,
2024: UltraTech Cement on the
radar
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Happy International Women'’s
Day 2024: Share wishes,
greetings, and messages with
friends and family

Global action at this hour —
Here are top 5 global cues to
watch ahead of market opening
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