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To 

All Members & Custodians, 

 

 

SECURITIES LENDING & BORROWING SCHEME (SLBS) 

 

In pursuance of SEBI Circular No. MRD/DoP/SE/Dep/Cir-14 /2007 dated December 20, 2007 and in continuation of NSCCL Circular No.NSCCL/SEC/2007/0646 dated December 24, 2007, NSCCL as an Approved Intermediary (AI) announces the Securities Lending & Borrowing Scheme (SLBS) within the overall framework of “Securities Lending Scheme, 1997”. 

 

The salient features of the scheme are as under:  

 

1. 1.      Participant Eligibility

 

All clearing members of NSCCL including Banks and Custodians, hereinafter referred to as ‘Participant’, shall be eligible to participate in SLBS. In order to become eligible to participate in SLBS, clearing members shall have to register as Participants in SLBS. 

 

For this purpose, the eligible persons shall be required to follow the registration procedure as specified by NSCCL which shall include entering into an agreement with NSCCL as per the format specified. 

 

Participants desirous of lending or borrowing securities can do so either on their own account or on behalf of their clients. Prior to undertaking lending or borrowing of securities on account of clients, the Participant shall enter into an agreement with each client as per the format specified by NSCCL. 

 

The Participant shall apply to NSCCL for allotment of a Unique client ID for each client who desires to participate in SLBS. 

 

2. 2.      Eligible Securities 

 

Securities lending and borrowing shall be permitted in dematerialized form only. NSCCL shall announce the list of securities eligible under SLBS from time to time. To start with, securities available for trading in F&O segment of National Stock Exchange of India Ltd.  (NSEIL) shall be permitted. 

 

In case of Record Date or Closure of Register of Members of a Company in any of the eligible security, the security shall not be available for lending and borrowing during the period as may be intimated by NSCCL from time to time

 

3. 3.       Process of securities lending and borrowing 

 

Order Matching Platform: 

 

NSCCL shall provide an automated, screen based, order matching platform to the Participant to execute lending and borrowing transactions. The Participant shall be allowed to put Borrowal / lending orders. The orders shall be matched on a price – time priority. Details of the order matching platform being provided for SLBS transactions are enclosed as Annexure 1.

 

The orders placed by the Participant shall be for the lending fee. 

 

Clearing: 

 

NSCCL shall compute obligations based on the transactions executed on the order matching platform. All obligations shall be on a gross basis i.e there shall be no netting of transactions. 

 

Transactions under SLBS segment shall be identified based on different settlement types as intimated by NSCCL for the first leg and reverse leg settlements. 

 

Settlement Procedure:

 

The pay-in and pay-out of funds and securities shall be through the designated bank accounts and securities settlement account respectively. 

The transactions shall be settled on a T+1 day basis as per time lines specified by NSCCL. The lender shall be required to deliver the securities by the scheduled time on T+1 day. Failure to deliver securities shall result in financial close-out. The close-out computation formula shall be intimated by way of circular.

 

For a borrow transaction, the obligation shall be the lending fees plus the lending price.  The lending price shall be the previous day’s closing price in the Capital Market segment of NSEIL.

 

Designated Bank Account

The bank account currently used by Participant for settlement of funds in the Capital Market segment shall be the designated bank account for giving effect to funds debits/credits under SLBS.
 

Securities Settlement Account 

Participants shall be required to maintain accounts with both depositories i.e NSDL & CDSL. The pool account currently used by Participants in NSDL for effecting securities pay-in and pay-out in the Capital Market segment shall be used for settlement under SLBS. 

 

In case of CDSL, Participants shall require to open a separate settlement account for effecting securities pay-in and pay-out under SLBS.

 

4. 4.      Period of lending

 

To start with, tenure of lending / borrowing shall be seven trading days. Accordingly the return of securities by borrower shall be scheduled on the T+8 day (where T is the SLBS transaction day).

 

5. 5.      Process of return of securities 

 

All Participants shall be required to return the securities borrowed on completion of period of lending. The securities shall be returned to the lender of the securities by NSCCL. In the case of borrower failing to return securities, NSCCL shall conduct an auction for obtaining securities. In the event of exceptional circumstances resulting in non-availability of securities in auction, such transactions would be financially closed-out at appropriate rates. The close-out computation formula shall be intimated by way of a circular. 

 

6. 6.      Lending and Borrowing Calendar

 

NSCCL shall specify the settlement calendar with respect to SLBS from time to time. A typical settlement cycle for a lending and borrowing transaction shall be as under: 

 

	Activities
	Timings

	T Day 
	 

	SLBS transaction session
	10:00 am – 11:00 am

	Custodial confirmation 
	2:00 pm

	Final obligation to Participant
	3:30  pm 

	T+1 day 
	 

	Pay-in of securities/funds first leg (Settl Type L) 
	9:30 am

	Pay- out of securities/funds first leg
	11:30 am

	T+8 day
	 

	Pay-in of securities of reverse leg (Settl Type P) 
	9:30 am 

	Pay-out of securities/funds of reverse leg
	11:30 am

	Buy-in auction for failure of borrower to return securities
	Around 12:00 noon

	Auction obligation to Participant
	4:30 pm 

	T+9 day
	 

	Pay-in of securities for auction  settlement (Settl Type Q) 
	9:30 am

	Pay-out of securities/funds for auction settlement
	11:30 am


 

 

7. 7.      Margins and Collateral

 

All transactions under SLBS shall be subject to levy of margins. The margins shall be levied at a client level and collected on an upfront basis from the Participant. The margins to be levied on SLBS transaction shall be intimated by NSCCL from time to time. The details in respect of margin and collateral deposit are  enclosed as Annexure 2.

 

8. 8.      Position Limits 

 

NSCCL shall prescribe position limits at various levels for transactions in SLBS in consultation with SEBI and the same shall be intimated from time to time. To begin with the limits shall be as under: 

 

(a) the market–wide position limits for SLB transactions shall be 10% of the free-float capital of the company in terms of number of shares (b) No Participant shall have open position of more than 10% of the market-wide position limits or Rs. 50 crore (base value), whichever is lower (c) For a FII/MF, the position limits shall be the same as of the Participant (d) The client level position limits shall be not more than 1% of the market-wide position limits.

 

9. 9.      Shortages and Close out

 

In the event of funds shortage by the borrower, the SLBS transactions shall be cancelled, as may be decided by NSCCL and accordingly, securities shall be returned to the lenders alongwith lending fees. 

 

In the event the lender fails to deliver securities, the transaction shall be closed out. The methodology and rate of close out shall be intimated by NSCCL from time to time.

 

In the event the borrower fails to return the securities NSCCL shall conduct a buy-in auction. The buy-in auction shall be carried out in the Capital Market segment of NSEIL.

 

If the security cannot be bought through the buy-in auction, the transaction shall be closed out. The methodology and rate of close out shall be intimated by NSCCL from time to time.

 

In all cases of shortages, NSCCL may initiate various actions including withdrawal of access to the order matching platform , withhold of the securities/funds pay-out due to the Participant or any other action as may be intimated by NSCCL from time to time. 

 

10. 10.  Fines and Penalties 

 

NSCCL shall impose fines and penalties on the Participants for defaults in delivery / return of securities, or payment of fund obligations or payment of margin or violation of unique client code or any other reason as may be specified by NSCCL from time to time.

 

11. 11.  Arbitration

 

All claims, differences or disputes between the Participants and their clients arising out of transactions in SLBS shall be subjected to arbitration mechanism as intimated by NSCCL from time to time.

 

The detailed modalities with respect to implementation of SLBS and the effective date of implementation shall be communicated separately.

 

In case of any clarifications, members are requested to contact Mr. Samir Rajdev, Ms. Meghana Mukadam, Mr. Shailesh Golatkar on telephone numbers 26598268/ 26598215/ 26598383.

 

For National Securities Clearing Corporation Ltd. 

 

 

Rana Usman

Manager

ANNEXURE 1

 

The order matching platform features & user navigation for SLBS are described below. For further details Participants are requested to refer to the on-line help facility.

Parameters for Securities Lending & Borrowing 

	Market time
	10.00 AM   - 11.00 AM
	SLBS  Segment

	Market Type 
	N 
	Normal Market 

	Book Type
	RL
	Regular Lot

	Series 
	FL
	SLBS  Segment

	Series
	RL
	Auction Market for Reverse Leg in Cash Market

	Price band 
	No price band
	Operating range - 40%

	Permitted lot size
	1
	 

	Tick Size 
	Rs 0.01
	 


 

Setting up Securities in Market Watch:  For setting up securities in the Market Watch screen, the user has to press the function key [F4], enter the required details in Symbol, Series and Market Type fields and press [Enter]. The default option displayed in the market type field is ‘N’. 

 

· Order Entry – Borrow/ Lend orders can be entered in SLBS using the function keys [F1] and [F2] and selecting ‘RL’ in the Book Type field. With respect to orders in the SLBS, Participants may note the following:

·          Quantity – Order quantity should be in multiples of Market Lot. 

·          Price – In price field member has to enter fees for securities lending & borrowing. They can enter either market orders or limit price orders. Order price for limit price orders should be in multiples of tick size.

·          PRO/CLI - Both ‘Proprietary (Pro)’ and ‘Client (Cli)’ orders are allowed. 

·          Time Conditions –User can specify time conditions as ‘Day’ or ‘IOC’. 

·          Participant Code – A valid Custodial Participant Code has to be entered in this field. 

 

Order Cancellation/Modification – Order cancellation and modification is allowed for orders entered in the SLBS. Both Single and Quick Order Cancellation functions are available. In order to effect Quick Cancellation of orders for a security in SLBS, a member has to press [Shift+F3] to invoke Quick Order Cancellation screen and select ‘RL’ in the Book Type field. Quick Cancellation can also be done for all securities in the SLBS by selecting the Book Type as ‘RL’ and other parameters as relevant.

 

MBP – User can query order information for the SLBS in MBP by selecting ‘REGULAR LOT’ as book type in the selection screen. Orders are stacked according to price in MBP. The high, low, last transacted price, percentage change and average transaction price figures are calculated with respect to transactions in SLBS. 

 

Market Inquiry - Security statistics for SLBS can be viewed by selecting ‘NORMAL’ as market type.

 

Outstanding Orders/Activity log/ Previous Transactions - Outstanding order/ Activity log/ Previous Transaction information in a particular security can be viewed for SLBS by selecting the book type ‘REGULAR LOT’ in the respective selection screens.

 

Order and Transaction Confirmation Slips - The order confirmation slip for orders entered in SLBS displays ‘RL’ as Book Type field. Similarly, transaction confirmation slip generated for SLBS transactions show ‘N’ in the Market Type field.

 

Net Position – The Net Position screen displays consolidated statistics for all markets as well as separately for each market.

 

Most Active Securities – This screen display consolidated statistics i.e. transacted value, transacted quantity, no of transactions for a security across the markets. 

 

On-line Backup – In the On-line Backup function a facility is provided to select order/transactions based on Market Type. Alternately, members can take a backup for all markets by selecting ‘All’ in the Market Type field.

 

Full Message Display – In Full Message Display, messages can be filtered on Symbol and Series. 

 

Offline Order Entry – This function is available for SLBS. The structure for the input file is given in the online help.

 

Branch/User Order Value Limit - Branch/User Order Limit is applicable for a particular Branch/User for orders across all Markets.

 

Securities Order Quantity Limit - Securities Order Quantity Limit is applicable for a particular security across all Markets.

 

Order Limits - Order limits set by a user are applicable for a single order across all Markets. 

 

Reports – Transactions report generated for Participants i.e. Transactions Done, Order Log and Open Orders report, displays records in ascending order of security name. Within a security records are displayed by Market Type. 

 

Bhav Copy - Security statistics pertaining to SLBS transactions are shown in the Market Statistics report.

 

 

ANNEXURE 2

MARGINS AND COLLATERALS

 

1. Collateral Deposits

 

Participants may deposit collaterals in the form of cash equivalents i.e., cash, bank guarantees and fixed deposit receipts, and any other form of collateral as may be prescribed by the Approved Intermediary (NSCCL) from time to time. The collateral deposited by the participant shall be utilized towards margin requirement of the participant. 

In case of failure of the participant to meet its obligation, the collaterals provided by the participants may be liquidated by NSCCL to meet the obligation of the participant

 

1.1 Minimum Collateral 

 

Every participant is required to continuously maintain minimum collateral of Rs.10 lacs in the form of cash as prescribed by the NSCCL. This deposit should be provided by the participant at the time of registration in Securities Lending and Borrowing Scheme (SLBS).

 

2. Margins

 
All transactions under SLBS shall be subject to margins. Following margins shall be applicable for transactions under SLBS.

 

2.1 First Leg transactions

 

Both lender and borrower shall be levied margins in respect of first leg of transactions under SLBS. 

2.1.1 2.1.1        Borrow transaction

The following margins shall be levied on the Participants for a borrow transactions:

1. 1.      Value at Risk Margins

2. 2.      Extreme Loss Margins

3. 3.      Mark to Market Margins

4. 4.      Fixed percentage of lending price as may be specified by NSCCL

5. 5.      Fixed percentage of  lending fee as may be specified by NSCCL

 

2.1.2 2.1.2        Lend transaction

The following margins shall be levied on the Participants for lend transactions:

1. 1.      Value at Risk Margins

2. 2.      Extreme Loss Margins

3. 3.      Mark to Market Margins

4. 4.      Fixed percentage of lending price as may be specified by NSCCL

 

2.2 2.2      Reverse Leg transactions

 

Only the borrower shall be levied margins in respect of reverse leg of transactions under SLBS.  The following margins shall be levied on the Participants for a borrow transactions:

1. 1.      Value at Risk Margins

2. 2.      Extreme Loss Margins

3. 3.      Mark to Market Margins

4. 4.      Fixed percentage of lending price as may be specified by NSCCL

 

· 2.3      Value at Risk Margin (VaR Margin)

·          VaR margin rate as applicable to the security in the capital market segment shall be applicable in the SLBS.

·          The VaR margin shall be collected on an upfront basis by adjusting against the collateral of the Participant at the time of transaction.

·          The VaR margin shall be collected on the gross open position of the Participant. The gross open position for this purpose would mean the gross of all positions across all the clients of a Participant including its proprietary position

·          VaR margin rate for each security shall be disseminated to the Participants through the Extranet and on the website of the Exchange. 

·          The VaR margin so collected shall be released on completion of pay-in of the respective settlement.

 

2.3 2.4      Extreme Loss Margin

·          Extreme Loss margin rate as applicable to the security in the capital market segment shall be applicable in the SLBS

·          The Extreme Loss margin shall be collected on an upfront basis by adjusting against the collateral of the Participant at the time of transaction.

·          The Extreme Loss margin shall be collected on the gross open position of the Participant. The gross open position for this purpose would mean the gross of all positions across all the clients of a Participant including its proprietary position

·          The Extreme Loss margin so collected shall be released on completion of pay-in of the respective settlement.

 

2.4 2.5      Mark to Market Margin

· Mark to market loss shall be calculated by marking each transaction in security to the closing price of the security at the end of day in the capital market segment. In case the security has not been transacted on a particular day in the capital market segment, the latest available closing price at the NSE shall be considered as the closing price.  

· The mark to market margin (MTM) shall be collected from the Participant before the start of the SLBS session of the next day. 

· The MTM margin shall also be collected/adjusted from/against the collateral deposited by the Participant 

· The MTM margin shall be collected on the gross open position of the Participant. The gross open position for this purpose would mean the gross of all positions across all the clients of a Participant including its proprietary position. For this purpose, the position of a client would be netted across its various securities and the positions of all the clients of a Participant would be grossed. 

· There would be no netting off of the positions and setoff against MTM profits across two settlements However, for computation of MTM profits/losses for the day, netting or setoff against MTM profits would be permitted. 

· The MTM margin so collected shall be released on completion of pay-in of the settlement. 

 

2.5 2.6      Fixed Percentage of lending price

· A fixed percentage of lending price shall be levied as margin on the Participants for both borrow and lend transactions as may be intimated by NSCCL from time to time. To start with the fixed percentage shall be ‘25%’ 

· This shall be collected on an upfront basis by adjusting against the collateral of the Participant at the time of transaction. 

· This shall be collected on the gross open position of the Participant. The gross open position for this purpose would mean the gross of all positions across all the clients of a Participant including its proprietary position 

· The margin so collected shall be released on completion of pay-in of the respective settlement. 

· The lending price shall be the previous day closing price of the security in the capital market segment 

 

2.6 2.7      Fixed Percentage of lending fee

· A fixed percentage of lending fee shall be levied as margin on the Participants for borrow transactions as may be intimated by NSCCL from time to time. To start with the fixed percentage shall be ‘100%’ 

· This shall be collected on an upfront basis by adjusting against the collateral of the Participant at the time of transaction. 

· The margin so collected shall be released on completion of pay-in of the respective settlement. 

· The lending fee shall be the actual price of the transaction 

 

 

2.7 2.8      Exemption from margins

 

In cases where early pay-in of securities is made prior to the securities pay-in, such positions for which early pay-in (EPI) of securities is made shall be exempt from margins. The EPI would be allocated to clients having net deliverable position, on a random basis. 

 

2.8 2.9      Custodial transactions

 

In respect of transactions entered by a Participant which is to be settled by a custodian, the margins from the time of transactions till confirmation by the custodian shall be levied on the Participant. On confirmation of the said transactions by the custodian, the custodian shall be levied the margins applicable on such transactions. 

 

In case of rejection by the custodian, the margins on the transaction rejected shall continue to be levied on the Participant.

 

2.9 2.10  Short fall of margins

 

In case of any shortfall in margin the Participant shall not be permitted to transact in SLBS with immediate effect. The same shall be considered as violation and shall attract penal charges as may be specified by NSCCL from time to time

 

2.10 2.11  Margins from the Client:

Participants should have a prudent system of risk management to protect themselves from client default. Margins are likely to be an important element of such a system. The same shall be well documented and be made accessible to the clients and NSCCL. However, the quantum of these margins and the form and mode of collection are left to the discretion of the Participants.

 

