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SEBI tightens norms on financial

influencers, eases rules for delisting

Reuters
MUMBAI

India's markets regulator
on Thursday asked brokers
and mutual funds to stop
using the services of unreg-
ulated Ainancial influencers
for marketing and advertis-
Ing campaigns.

A booming Indian stock
market has increased the
popularity of so-called fi-
nancial influencers who
advise on stocks and other
related investments
through their channels on
YouTube and Instagram
and often have a large
number of followers.

The decision was taken
to address concerns relat-

ed to ‘certain persons, in-
cluding unregulated enti-
ties, inducing investors to
deal in securities based on
inappropriate claims, the
Securities and Exchange
Board of India (SEBI) said
in a press statement issued
after a board meeting.

It, however, added f-
nancial influencers en-

gaged in investor educa-
tion will be exempt from
the new restrictions.

[ndia had 154 million
trading accounts as of
April, as per SEBI data, a
more than four times jump
from the 36 million trading
accounts in April 2019,

It will be the responsibil-
ity of the regulated entity
to ensure individuals with
whom it is associated do
not breach the rules of
conduct set by SEBI, in-
cluding avoiding the pro-
mise of assured returns,

Derivative-linked stocks
SEB! also introduced new
criteria to decide on stocks
that can be linked to deriv-

ative products, such as fu-
tures and options, as pro-
posed in a discussion
paper earlier this month.

The total number of
stocks eligible for deriva-
tive trading will rise margi-
nally, SEBI Chair Madhabi
Puri Buch said.

The SEBI board also ap-
proved changes to delist-
ing rules that would make
it easier for companies to
exit from stock exchanges.

Companies can now off
er shareholders fixed pric-
es for shares as an alterna-
tive mechanism to delist
from stock exchanges.

Currently, delisting is
carried out via reverse
book-building.

What is SEBI?

«+ SEBI is a statutory body established on April 12, 1992 in accordance with the provisions of the
Securities and Exchange Board of India Act, 1992.
¢+ The basic functions of the Securities and Exchange Board of India is to protect the interests of

investors in securities and to promote and regulate the securities market.

What are the Powers and Functions of SEBI?

++» SEBI is a quasi-legislative and quasi-judicial body which can draft regulations, conduct inquiries, pass

rulings and impose penalties.
% It functions to fulfill the requirements of three categories —

+ [ssuers — By providing a marketplace in which the issuers can increase their finance.

+ |nvestors — By ensuring safety and supply of precise and accurate information.

+ |ntermediaries — By enabling a competitive professional market for intermediaries.
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«» By Securities Laws (Amendment) Act, 2014, SEBI is now able to regulate any money pooling scheme
worth Rs. 100 cr. or more and attach assets in cases of non-compliance.

«* SEBI Chairman has the authority to order "search and seizure operations". SEBI board can also seek
information, such as telephone call data records, from any persons or entities in respect to any
securities transaction being investigated by it.

«» SEBI perform the function of registration and regulation of the working of venture capital funds and
collective investment schemes including mutual funds.

% It also works for promoting and regulating self-regulatory organizations and prohibiting fraudulent

and unfair trade practices relating to securities markets

Q.1 With reference to the Securities and Exchange Board of India (SEBI), consider the following

statements:
1. Itaims at regulating the securities market and safeguarding the interests of investors.
2. SEBIlisaccountable to the Reserve Bank of India.
3. It hasjudicial power in regulating the securities market.
4. It was established on the recommendations of Rangarajan Committee.
How many of the statements given above are correct?
(a) Onlyone
(b) Only two
(c) Only three
(d) All four
Answer: (a)
Notes:
Explanation:

++ Statement 1 is correct. SEBI’s main objective is to regulate the securities market and safeguard the
interests of investors. It aims to maintain the stability of the securities market, protect investors from
fraudulent activities, and ensure the smooth functioning of the market.

®
%

Statements 2, 3 and 4 are incorrect. SEBI reports to the finance minister and is accountable to the
Parliament through the finance minister. The finance minister can issue directives to SEBI on matters
of policy, which SEBI is required to follow. SEBI has quasi-legislative powers in regulating the securities
market, which means that it can make rules and regulations to implement the provisions of the
Securities Contracts (Regulation) Act, 1956, and the Securities and Exchange Board of India Act, 1992.
SEBI was established on the recommendations of the Narasimham Committee.
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Lalatendu Mishra
HLMBAI

hie Incian economy

and the financal

System remain ro-
bust and resilient, an-
chored by macroeconomic
and financial stablity, the
Reserve Bank of India (RET)
said i the 29h issue of the
Financial Stability Beport
(PSR, which was refeased
am Thersday,

With improved balance
sheets, hanks and fimancial
mstingions were support:
Mg BONOMC  ACTVI
through sustained credit
expansion, the RBI said.

Aecording 1o the FSE,
the capital to risk-weighted

ECONOMY ROBUST DESPITE GLOBAL RISKS

‘Economy robust despite global risks’

Indlias fnancial system remains resilient with scheduled commencial banks” gross NPA ratio sliding to a mult-vear low of
28% RBIsavs in its Financial Seability Report; lenders” improved balance sheets is enabling sustained credit expansion

report card

Ieadia’s financial system is nobust azd resilient,

racrosconomic and finascial stability, savs RBI

aEanky capital b nik-weighied a5t
ratia [CEAR, and (ET] s 3t 16.5%
and 13.8%, respactively, a5 &t end March

assets ratio (CRAR) and the
DO equity ter |
(CETH ratio of scheduled
commercial banks (SCBs)
stood 2t 16.8% and [3.9%,
respectively, & a end
March 2024,

w5ireey tasts for crpdil rick Show that

FINITE (324 | PRI INSTIENTS

o (Globaleconamy faciag ks om
profasged peopaliical tensons
gheagned puhBe debd, siow diidflafos

SCRY' gross pon-per-
farming assets {GNPA)
tin fell tm & minlti-year dow
of 2.8% and the net noo-
perfarming assets (NNPA)
ratio declined o (6% af
enc-March 2024

“Macro stress tests for
credit risk reveal that SCBs
woukd be able 1o comply
with minimem capital re-
quiremerds, with the sys-
sem-level CRAR i March
025 projected at 16.0%,
14.4% and 13,00, resper-
tively, under haseline, me-
it and severe stresssce-
marios,” the central bank
saidd i the P&

‘Mot forecasts’
“These scenarios are strin-
gent conservative assess-
ments mnder hypothetical
shocks and the resuis
should mot be interpreted
as forecasts,” it added.
Non-banking  firancial
companies  (NBFCs) e

mained  healthy, with
(RAR at 26.65%, GNPA ratio
2 0% and returm on as
sets (Rod) an 3.3%, Tespec:
fively, at endMarch 2024,
it farther said,

‘Slow disinftation’
The REI noted in the FSR
that the ghibal economy
was [acing  heightened
risks from prolonged geor
political tersicms, elevated
public debe, and the show
progress being made in the
last mile of disinHaticn,
Diespite these challeng:
g5, the global financial sys:
tems had remained resi:
lient, and fnancil
conditions stable, the Re-
serve Bank added.

What is the Financial Stability Report?

+* Financial Stability Report is released by the RBI twice a year.

+»+ As the name suggests, details the state of financial stability in the country, and it is prepared after
taking into account the contributions from all financial sector regulators.

% As part of the FSR, the RBI also conducts a Systemic Risk Survey (SRS), wherein it asks experts and
market participants to assess the financial system on five different types of risks — Global, Financial,
Macroeconomic, Institutional, General.

+* Reading the FSR tells us how robust or vulnerable our financial system — especially our banking
system — is to the changes in the economy.

% Asa corollary, it also tells us whether and to what extent will our banks and other lending institutions

(such as Non-Banking Finance Companies and Housing Finances Companies) be able to support

future growth.

For instance, if the FSR reveals that the percentage of NPAs or bad loans in the banking system is high

®
%

and also shows that the government fiscal deficit is also high then it means that not only will the
banks struggle to function effectively (and fund future growth) but also that if banks were to falter
then the government may find it tough to bail them out.
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What is CRAR?

+* CRAR also known as Capital Adequacy Ratio (CAR) is the ratio of a bank’s capital to its risk.

** CRARis decided by central banks and bank regulators to prevent commercial banks from taking excess
leverage and becoming insolvent in the process.

The Basel Ill norms stipulated a capital to risk-weighted assets of 8%.

In India, scheduled commercial banks are required to maintain a CAR of 9% while Indian public sector

®
%

%

%

banks are emphasized to maintain a CAR of 12% as per RBI norms.

¢ Itis arrived at by dividing the capital of the bank with aggregated risk-weighted assets for credit risk,
market risk, and operational risk.

++ RBI tracks CRAR of a bank to ensure that the bank can absorb a reasonable amount of loss and
complies with statutory Capital requirements.

«* The higher the CRAR of a bank the better capitalized it is.

Q.2 Consider the following statements:
1. Capital Adequacy Ratio (CAR) is the amount that banks have to maintain in the form of their funds to
offset any loss that banks incur if the account-holders fail to repay dues.
2. CAR is decided by each scheduled commercial bank.
Which of the statements given above is/are correct?
(@) 1only
(b) 2only
(c) Bothland2
(d) Neither 1 nor2

Answer: (a)
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