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Abstract: 

Margin trading has emerged as a pivotal mechanism for financial leverage in India’s capital markets, 

especially in the post-2020 era shaped by digital trading platforms and increased retail investor 

participation. This paper examines the conceptual foundations, operational architecture, and 

regulatory contours of margin trading in the Indian equity market, based on data up to 2023. 

The study investigates how liquidity-constrained retail investors utilize Margin Trading Facilities 

(MTF) to amplify market exposure, capitalize on short-term volatility, and engage in delivery-based 

strategies. Framing the analysis within principles of compounding and leverage, it explores the growing 

role of brokers, clearing corporations, and regulators, particularly SEBI, in enabling and monitoring 

leveraged transactions. 

Core operational elements, including Value at Risk (VaR) margin, Extreme Loss Margin (ELM), Mark-

to-Market (MTM) settlement, and the Peak Margin framework, are evaluated. Through regulatory 

circulars, broker disclosures, and empirical market data, the study uncovers disparities in pledge 

workflows, interest charges, and client communication practices. Behavioral dimensions, such as 

investor overconfidence, herd instincts, and risk underestimation, are also critically examined. 

While SEBI’s reforms, notably the margin pledge mechanism and T+1 settlement cycle, have enhanced 

transparency and curtailed misuse of client assets, challenges persist in uniform implementation and 

enforcement. Retail margin exposure has seen institutionalized growth, with leveraged positions 

estimated at ₹75,000–₹85,000 crore by 2024. This expansion raises red flags around systemic 

overleveraging, forced liquidations, and investor safety during periods of elevated volatility. 

The paper concludes with tiered recommendations: regulatory interventions for standardized 

disclosures and surveillance; broker-level advancements in margin reporting and product design; and 

targeted investor education on leverage risks and behavioral biases. It also outlines future research 

avenues, including AI-driven margin risk assessment and the implications of T+0 settlement on leverage 

dynamics. 

By integrating operational, behavioral, and regulatory perspectives, this study aims to foster a more 

resilient and risk-aware margin trading ecosystem in India’s evolving capital markets. 
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Section 1: INTRODUCTION 

1.1 Leverage, Compounding, and the Pursuit of Wealth 

Two of the most transformative forces in long-term wealth creation are compounding and financial leverage. 

Compounding generates incremental gains through the reinvestment of earnings over time, while leverage 

accelerates capital appreciation by enabling investors to control larger positions than their own capital would 

permit. In equity markets, this leverage is commonly accessed through margin trading, a mechanism that 

allows traders to borrow funds from brokers, amplifying both potential returns and associated risks. 

When deployed judiciously, margin trading can enhance returns, particularly in bullish market cycles, while 

contributing to faster compounding when gains are reinvested systematically. However, this double-edged 

instrument also intensifies the magnitude of losses, exposing investors to margin calls, forced liquidations, 

and spiralling financial distress. This fine balance between opportunity and volatility anchors the present 

study. 

 

1.2 Stock Market Volatility: Catalyst or Challenge? 

Volatility is often misunderstood as a purely negative phenomenon, when in fact, it serves as a key enabler of 

tactical investment decision-making. The Indian equity market throughout 2023 exhibited continued bouts of 

heightened volatility, shaped by global monetary tightening, domestic policy shifts, earnings surprises, and 

geopolitical uncertainty. Events such as the resurgence of inflationary concerns, sectoral re-ratings, and the 

aftermath of short-seller reports (notably, the Adani-Hindenburg case) sparked significant price swings across 

benchmark and mid-cap indices. 

Within this dynamic landscape, margin trading emerges as both a strategic response mechanism and a 

speculative tool. For seasoned investors, short-term volatility offers timely opportunities to profit from rapid 

mispricing corrections. However, for retail participants lacking sophisticated risk controls, the same volatility 

often results in severe capital erosion, especially in the absence of disciplined margin coverage, stop-loss 

enforcement, or emotional detachment. 

 

1.3 Relevance of Margin Trading for Retail Investors with Limited Capital 

A longstanding challenge for Indian retail investors is the inability to respond quickly to market opportunities 

due to limited investable capital. Margin Trading Facilities (MTF) partially bridge this gap by enhancing retail 

purchasing power through broker-financed leverage. The post-2020 years witnessed an explosion in retail 

trading accounts, fuelled by mobile-first broking apps, zero-commission trades, and a simplified regulatory 

framework for pledging securities. 

By the close of 2023, margin trading had evolved from a niche offering to a mainstream tool in the retail 

investing playbook, used not only for intraday trades, but also for delivery-based positions and portfolio 

diversification. Yet, the very ease of access has introduced new vulnerabilities, including over-leveraging, 

improper collateral usage, and poor awareness of risk protocols, particularly among novice or unsupervised 

investors. This necessitates renewed emphasis on regulatory oversight and investor education. 

 

1.4 Significance and Rationale of the Study 

The relevance of this study lies in the confluence of rising retail investor participation, evolving trading 

infrastructures, and the regulatory recalibration post-SEBI’s 2020–2021 reforms. The introduction of the 

margin pledge-repledge system, phased implementation of peak margin rules, and greater surveillance over 

broker practices were intended to improve transparency, limit systemic spillovers, and protect investor 

interests. 

However, practical challenges remain, such as inconsistent broker-level compliance, lack of enforcement 

uniformity, and behavioral lapses by traders that dilute the effectiveness of these reforms. Against this 

backdrop, this research aims to provide a timely, holistic analysis of the financial, operational, behavioral, and 

regulatory dimensions of margin trading in India. 
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1.5 Objectives of the Study 

The study seeks to critically examine India’s margin trading ecosystem, with specific focus on: 

• Understanding how financial leverage is structured and delivered via MTF in Indian equities. 

• Analyzing the operational functioning of margin systems, including broker practices, interest 

structures, and settlement obligations. 

• Evaluating investor risk exposure, market-related, liquidity-driven, operational, and behavioral, with 

emphasis on patterns of overconfidence, FOMO, and panic-selling. 

• Reviewing the evolution of regulatory oversight, including SEBI circulars from 2020 through 2023, 

and broker compliance responses. 

• Proposing policy enhancements and education strategies that encourage responsible and informed 

leverage usage. 

 

1.6 Scope of the Study 

This research is limited to margin trading in the Indian equity markets, with December 2023 as the data cut-

off. Specifically, it includes: 

• Platforms: NSE and BSE. 

• Trading types: Intraday, delivery-based, BTST, and margin-linked settlement cycles. 

• Focus group: Retail investors (with selective references to institutional practices); and 

• Regulations: SEBI’s pledge system, peak margin framework, and broker surveillance mechanisms. 

 

1.7 Methodology and Structure of the Paper 

A mixed-methods approach underpins this study, combining descriptive frameworks with policy analysis, 

empirical observation, and contextual benchmarking: 

• Data sources include SEBI circulars, NSDL/CDSL margin statistics, broker disclosures, and stock 

exchange bulletins. 

• Market behavior is studied using case illustrations from volatility episodes between 2020 and 2023. 

• Behavioral insights draw on investor responses during known price dislocations and regulatory 

transitions. 

• Comparative perspectives are drawn from international margin norms in the US, UK, and select OECD 

markets. 

To provide clarity and coherence, the paper is structured into four thematic clusters across 14 sections: 

• Regulatory and Operational Dimensions: 

Sections 2–6 analyze the conceptual framework, types of margins and trades, operational mechanisms, 

and SEBI reforms. 

• Risk and Impact Assessment: 

Sections 7–10 focus on financial and behavioral risks, regulatory architecture, case illustrations, and 

empirical evidence from 2018–2023. 

• Findings, Policy, and Conclusion: 

Sections 11–13 present synthesized findings, policy interventions, and concluding insights.  

• Section 14 contains references and appendices. 

 

I Regulatory and Operational Dimensions 

 

2. CONCEPTUAL FRAMEWORK 

2.1 Definition and Role of Financial Leverage 

Financial leverage refers to the use of borrowed funds to amplify potential returns on investment. In equity 

markets, leverage allows traders to take larger positions than their capital would otherwise permit, increasing 

both profit potential and risk exposure. 
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2.2 Overview of Margin Trading in Equity Markets 

Margin trading enables investors to buy securities by paying only a portion of the total value, with the broker 

funding the rest. This is facilitated through margin accounts, where securities serve as collateral. While it 

enhances buying power, it also introduces risks like margin calls and forced liquidation. 

 

2.3 Margin Trading Facility (MTF) in India 

MTF is a SEBI-approved product that allows investors to carry forward leveraged positions beyond a single 

trading day. Brokers fund a portion of the trade, and investors pay interest on the borrowed amount. MTF is 

regulated under SEBI’s Master Circular and requires upfront margin, periodic interest payments, and pledging 

of securities. 

 

2.4 Margin Trading vs. Traditional Trading: A Comparative View 

Feature 
Margin 

Trading 

Traditional 

Trading 
Feature 

Margin 

Trading 

Traditional 

Trading 

Capital 

Requirement 

Partial (with 

leverage) 

Full amount 

upfront 

Capital 

Requirement 

Partial (with 

leverage) 

Full amount 

upfront 

Risk 
High (due to 

leverage) 
Lower Risk 

High (due to 

leverage) 
Lower 

Holding 

Period 

Can be short 

or extended 

via MTF 

Flexible 
Holding 

Period 

Can be short 

or extended 

via MTF 

Flexible 

Regulatory 

Oversight 

SEBI + 

Exchanges + 

Clearing 

Corps 

Same 
Regulatory 

Oversight 

SEBI + 

Exchanges + 

Clearing 

Corps 

Same 

Interest Cost 

Yes (on 

borrowed 

funds) 

No Interest Cost 

Yes (on 

borrowed 

funds) 

No 

 

3. TYPES OF MARGINS IN THE INDIAN EQUITY MARKET 

3.1 Value at Risk (VaR) Margin 

VaR margin is calculated to cover potential losses with 99% confidence over a one-day horizon. It varies by 

security group: 

• Group I: Minimum 9% 

• Group II: Minimum 21.5% 

• Group III: 50–75% depending on liquidity. 

3.2 Extreme Loss Margin (ELM) 

ELM is an additional buffer over VaR to cover tail-end risks. It is: 

• 3.5% for stocks 

• 2% for broad-based ETFs. 

3.3 Mark-to-Market (MTM) Margin 

MTM margin reflects daily unrealized gains/losses based on closing prices. It is settled daily to ensure that 

losses are covered in real time. 

3.4 Peak Margin and SEBI’s Snapshot-Based System 

Introduced in December 2020, SEBI mandates brokers to collect the highest intraday margin based on four 

random snapshots. This ensures that leverage is backed by sufficient collateral throughout the day, not just at 

close. 
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4. TYPES OF TRADES AND MARGIN IMPLICATIONS 

4.1 Intraday Trading and Squaring Off 

Positions are squared off the same day. Brokers offer high leverage, but positions must be closed before auto 

square-off (typically by 3:15–3:25 PM). 

4.2 Delivery-Based Trading 

Investors pay the full amount and take delivery of shares into their demat account. No leverage is provided, 

and there are no margin requirements. 

4.3 Buy Today, Sell Tomorrow (BTST) 

BTST allows selling shares before they are credited to the demat account (T+1). While it offers flexibility, it 

carries short delivery risk and may not provide same-day credit for proceeds. 

4.4 Trade-for-Trade Segment Restrictions 

In this segment, no intraday trading is allowed. All trades must result in delivery. Stocks are moved here based 

on volatility, low market cap, or surveillance concerns. 

 

5. MARGIN FULFILMENT MECHANISMS 

5.1 Modes of Margin Payment – Funds (Cash, FDR, Guarantees) 

Margins can be paid via: 

• Cash: Direct transfer to broker’s account. 

• Fixed Deposit Receipts (FDRs): Lien marked in favor of the broker. 

• Bank Guarantees: Subject to minimum cash margin requirements (typically 25–50%). 

5.2 Modes of Margin Payment – Securities (Pledge, Liquid Mutual Funds, T-Bills) 

Investors can pledge: 

• Equity shares 

• Liquid mutual funds 

• Treasury Bills (T-Bills) with 182/364-day maturity Haircuts apply, and only 50% of margin can be 

from non-cash collateral. 

5.3 Pool Account Securities, Early Pay-in, and Margin Offsetting 

Early pay-in (EPI) of securities/funds can offset margin requirements. If securities are credited to the clearing 

corporation before settlement, margin exemption is granted. 

5.4 Power of Attorney and Broker-Client Dynamics 

Historically, brokers used PoA to debit shares from client demat accounts. SEBI now mandates Demat Debit 

and Pledge Instruction (DDPI) or TPIN-based authorization to enhance client control and reduce misuse. 

 

6. MARGIN PLEDGE SYSTEM AND SEBI REFORMS 

6.1 Historical Misuse and Need for Reform 

Prior to 2020, brokers could misuse client securities held in pool accounts. Several defaults and frauds 

prompted SEBI to overhaul the system. 

6.2 SEBI’s Margin Pledge Mandate (Effective Aug 1, 2020) 

SEBI mandated that all collateral must be accepted only via margin pledge through depositories. This ensures 

that securities remain in the client’s demat account and are merely pledged, not transferred. 

6.3 TM–Client Margin Pledge Accounts 

Brokers maintain Client Securities Margin Pledge Accounts. Securities are re-pledged to clearing 

corporations, creating a transparent chain of custody. 

6.4 Operational Process for Margin Pledge Creation 

The process involves: 

1. Client initiates pledge via broker platform. 

2. Depository sends OTP to client for authorization. 

3. Upon confirmation, pledge is created, and margin is credited the next day. 
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6.5 Impact on Transparency, Custody, and Risk Containment 

The new system: 

• Prevents misuse of client securities 

• Enhances audit trails 

• Reduces systemic risk 

• Empowers clients with real-time visibility and control. 

 

II. Risk and Impact Assessment 

 

7. RISKS AND IMPLICATIONS OF MARGIN TRADING 

7.1 Systemic and Market Risks 

Margin trading amplifies leverage across the market, potentially increasing systemic risk during downturns. 

High aggregate leverage can lead to cascading selloffs, especially when margin calls are triggered 

simultaneously across brokers. 

7.2 Behavioral Risks (Overconfidence, Herding) 

Retail investors often exhibit overconfidence bias, leading to excessive trading and underestimation of 

downside risk. Herding behavior, following market trends without independent analysis, can exacerbate 

volatility, especially in small-cap or momentum-driven stocks. 

 

7.3 Volatility, Margin Calls, and Forced Liquidations 

During high volatility, margin positions are vulnerable to rapid mark-to-market losses. Brokers issue margin 

calls, and if unmet, positions are forcibly liquidated, often at unfavourable prices, amplifying market stress. 

7.4 Margin Shortfalls and Consequences 

A margin shortfall occurs when the collateral value falls below the required threshold. SEBI mandates 

penalties ranging from 0.5% to 5% of the shortfall, depending on its size and duration. Persistent shortfalls 

can lead to forced liquidation and reputational damage for brokers. 

 

8. REGULATORY AND INSTITUTIONAL FRAMEWORK 

8.1 SEBI’s Role in Margin Surveillance 

SEBI enforces a risk-based margining system and mandates real-time monitoring of client positions. It 

introduced peak margin norms and T+1 settlement to reduce speculative leverage and improve market 

stability. 

8.2 Clearing Corporations and Real-Time Margin Enforcement 

Clearing corporations like NSE Clearing and CCIL implement SPAN-based margining, real-time exposure 

tracking, and intraday snapshots to ensure brokers maintain adequate collateral. 

8.3 Broker Obligations and Reporting Requirements 

Brokers must collect upfront margins, report client-level exposures, and maintain audit trails. They are also 

required to submit half-yearly internal audit reports and comply with SEBI’s margin shortfall penalty 

framework. 

8.4 Investor Protection Measures and Compliance Burden 

SEBI mandates disclosure of Investor Charters, risk disclaimers, and margin calculators. While these enhance 

transparency, they also increase compliance costs for brokers, especially smaller ones. 

 

9. EXAMPLE AND PRACTICAL APPLICATION 

9.1 Numerical Example: Buying Shares with and without Margin 

• Without Margin: Investor buys ₹1,00,000 worth of shares using own funds. 

• With Margin (25% requirement): Investor contributes ₹25,000; broker funds ₹75,000.  

o If stock rises 10%, gain = ₹10,000 → 40% return on own capital. 

o If stock falls 10%, loss = ₹10,000 → 40% loss on own capital. 
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9.2 Broker-Funded Leverage Scenarios 

Brokers offer up to 5x leverage for intraday trades and 2–3x for delivery trades via Margin Trading Facility 

(MTF). Interest rates vary from 5.99% to 21.9% p.a., depending on broker and client profile. 

9.3 Impact of Haircuts on Securities Used as Margin 

Haircuts reduce the collateral value of pledged securities. For example, a stock with a 20% haircut valued at 

₹1,00,000 provides only ₹80,000 in margin. Volatile or illiquid stocks may attract haircuts of 40–75%, limiting 

leverage. 

9.4 Variance in Margin Policies Across Brokers 

Margin policies differ based on: 

• Leverage offered (e.g., Zerodha: 5x intraday; Rupeezy: 5x delivery) 

• Interest rates 

• Eligible securities for MTF 

• Risk management systems This variance affects investor behavior and broker competitiveness. 

 

10. EMPIRICAL ANALYSIS 

10.1 Trends in Margin Utilization (2018–2023) 

Margin utilization surged post-2020 due to retail participation and low interest rates. However, SEBI’s peak 

margin norms (phased in from 2021) led to a decline in intraday leverage volumes, shifting focus to delivery-

based MTF. 

10.2 Retail vs. Institutional Use of Margin 

Retail investors dominate margin trading, especially in cash and options segments. Institutional investors use 

leverage more conservatively, often for hedging or arbitrage. Retail trades are more sentiment-driven, 

increasing volatility. 

10.3 Sector-Wise and Stock-Wise Margin Trading Patterns 

High-margin activity is observed in: 

• Banking and IT stocks (due to liquidity and volatility) 

• Small-cap and mid-cap stocks during bull runs 

• F&O heavyweights like Reliance, HDFC Bank, and Infosys 

10.4 Margin Violations, Penalties, and SEBI Enforcement Actions 

SEBI has penalized brokers and funds for: 

• Non-collection of margins 

• Delayed investor grievance redressal 

• Improper valuation of collateral Recent enforcement includes a ₹29 lakh penalty on IAGF and Essel 

Finance for AIF rule violations. 

10.5 Broker-Level Margin Offering Comparison 

Broker Intraday Leverage Delivery (MTF) Interest Rate (p.a.) 

Zerodha Up to 5x Yes ~14.6% 

Rupeezy Up to 5x Yes ~10.99% 

5paisa Up to 5x Yes ~21.9% (slab-based) 

Pocketful Up to 5x Yes 5.99%–16% 

 

III. Findings, Policy, and Conclusion 

11. KEY FINDINGS 

11.1 Summary of Operational and Risk Insights 

Margin Trading Facilities (MTFs) have become increasingly accessible to Indian retail investors, particularly 

since 2020, catalyzed by the rise of fintech platforms and improved regulatory clarity from SEBI. However, 

the operational environment remains uneven, and risks, especially for small investors, are material and 

growing. 

One of the most notable insights is the variation in broker-level practices, as summarized in the table below: 
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Parameter Broker A Broker B Broker C Observation 

MTF Interest 

Rate (per 

annum) 

12% 15% 18% 

No uniform cap 

or disclosure 

mandate 

Eligible 

Securities for 

Margin 

350+ stocks 200+ stocks 150+ stocks 

Selection 

depends on 

internal risk 

parameters 

Minimum 

Margin 

Requirement 

25% 30% 40% 

Varies across 

brokers despite 

SEBI base 

norms 

Pledge 

Processing Time 
Near real-time T+1 T+1 

Inconsistencies 

affect trading 

opportunities 

Risk Alert Tools 

Available 

Yes (Dashboard 

+ Alerts) 

Partially (Email 

only) 
None 

Lack of standard 

risk 

communication 

to investors 

Key operational findings include: 

• Interest rates on MTF loans vary widely (12%–18%), with limited transparency on annualized cost 

disclosure. 

• Eligible securities and internal haircuts differ from one broker to another, creating confusion for investors. 

• Despite the implementation of SEBI’s margin pledge framework, brokers still face operational 

inefficiencies in timely pledge invocation and reporting. 

• Risk exposure rises sharply during volatile trading sessions; forced liquidations and margin calls 

disproportionately affect retail investors with low capital buffers. 

• The introduction of peak margin norms and T+1 settlements has curbed speculative overleveraging but 

has also created friction for certain high-frequency strategies. 

11.2 Patterns in Retail Investor Behavior 

• A growing number of retail investors now use MTF not just for intraday speculation, but also for delivery-

based and BTST strategies, reflecting a deeper integration into portfolio planning. 

• Behavioral biases are rampant, especially overconfidence, herding, and FOMO (Fear of Missing Out), 

which amplify during bull market rallies. 

• Many investors remain unaware of the true cost of leverage, including interest charges, margin penalties, 

and haircuts on pledged securities. 

• Although mobile platforms have increased participation, few platforms offer real-time analytics or 

predictive risk alerts to help investors make informed decisions. 

• The absence of risk-based product differentiation (e.g., MTF levels by trading experience or history) 

exposes novice investors to unmanaged risks. 

11.3 Regulatory Successes and Implementation Gaps 

SEBI’s 2020–21 reforms (including the margin pledge framework and peak margin mandate) have had a 

transformative effect: 

Successes: 

• Significant reduction in misuse of client securities due to the pledge-repledge system. 

• Greater broker accountability through real-time clearinghouse surveillance and snapshot-based margin 

checks. 

Implementation Gaps: 

• Inconsistent enforcement of peak margin rules across brokers. 
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• Delays in grievance redressal mechanisms and lack of time-bound resolutions for margin-related 

complaints. 

• Brokers often fail to disclose interest rates, haircut methodology, or collateral valuation terms clearly at 

the point of trade. 

11.4 Market Discipline and Systemic Safety Post-2020 

• The peak margin framework, coupled with T+1 rolling settlement, has created a more disciplined trading 

environment by reducing speculative intraday volume. 

• Systemic risk has been contained through the integration of clearing corporation safeguards and real-time 

exposure monitoring. 

• Yet, the aggregate retail margin exposure (₹75,000–₹85,000 crore MTF book size as of early 2024) poses 

latent risks, particularly under stress scenarios like market crashes or liquidity crunches. 

• The absence of centralized stress testing or dynamic risk dashboards leaves the system vulnerable to 

cascading margin defaults. 

 

12. RECOMMENDATIONS 

12.1 For SEBI and Exchanges: Policy and Surveillance Enhancements 

• Standardize MTF interest rate disclosures across brokers to enhance transparency and investor 

comparability. 

• Mandate real-time investor dashboards showing margin utilization, shortfall risk, and collateral status. 

• Expand margin stress testing protocols at broker and clearing member levels, based on daily volatility 

bands. 

• Ensure uniformity in haircut practices and collateral quality standards across brokers. 

12.2 For Brokers: Risk Disclosures and Margin Communication 

• Embed pre-trade simulations into trading platforms, highlighting expected leverage, interest cost, and 

risk of liquidation. 

• Use behavioral nudges such as FOMO alerts, stop-loss reminders, and risk pop-ups during high-volatility 

trades. 

• Introduce tiered MTF plans based on investor experience, past trading history, and capital adequacy. 

12.3 For Investors: Financial Literacy and Risk Awareness 

• Promote SEBI-verified margin trading literacy modules, offered in regional languages and hosted on 

broker apps. 

• Encourage tools such as stop-loss orders, position sizing, and portfolio diversification for leverage risk 

control. 

• Emphasize psychological education on the risks of margin trading—particularly around stress, panic 

selling, and loss aversion. 

12.4 For Market Infrastructure Providers 

• Create centralized APIs for brokers to plug in SEBI-compliant margin calculators, pledge status, and 

alerts. 

• Enable customizable investor dashboards showing haircut-adjusted collateral value and real-time margin 

consumption. 

• Leverage AI-based investor risk scoring to detect and alert for high leverage or exposure relative to net 

worth. 

 

13. CONCLUSION 

13.1 Recap of Major Insights 

This study has analyzed the operational architecture, risk landscape, and regulatory evolution of margin 

trading in India. While MTFs have democratized access to leverage, they have also increased exposure to 

behavioral and financial risks, especially among unsophisticated investors. 
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13.2 Margin Trading’s Growing Role in Indian Capital Markets 

Margin trading is now mainstream, not a fringe or speculative tool. It supports short-term tactical trading, 

increases liquidity, and broadens access to high-value positions. Its role in retail financial participation will 

continue to expand as digital platforms grow. 

13.3 Risks of Overleveraging and the Path Forward 

The core risk of margin trading lies in the amplification of losses, behavioral misjudgements, and cascading 

defaults during corrections. Mitigating this requires: 

• Smarter regulation that balances leverage with discipline. 

• Investor-centric digital tools and safeguards. 

• A shared governance model between SEBI, exchanges, brokers, and fintech platforms. 

13.4 Scope for Future Research and Emerging Trends 

Future studies may explore: 

• The role of AI-driven risk scoring models and their real-time accuracy. 

• A cross-country comparative study of margin frameworks in emerging vs. developed markets. 

• Impact assessment of T+0 settlement and real-time funding cycles on leveraged positions. 

• Behavioral experiments testing the impact of real-time nudges on investor decision-making under 

stress. 

 

IV. References  

14.1 SEBI CIRCULARS (2018–2023) 

This subsection includes official regulatory circulars from SEBI that have shaped the evolution of margin 

trading in India. 

Circular Number Date Title / Purpose Link / Notes 

SEBI/HO/MRD/DP/CIR/P/2020/28 Feb 25, 2020 

Implementation of 

pledge/re-pledge 

mechanism for 

margin obligations 

Introduced 

secure 

depository-

based 

collateralization 

SEBI/HO/MRD2/DCAP/CIR/P/2020/127 Jul 20, 2020 

Comprehensive 

framework for 

Margin Trading 

Facility (MTF) 

Set out broker 

obligations, 

reporting 

norms, and 

investor 

protection 

SEBI/HO/MRD/MRD-PoD-

2/P/CIR/2023/016 
Feb 1, 2023 

Upfront margin 

verification in cash 

and derivatives 

Enforced 

stricter controls 

on broker 

compliance and 

penalties 

SEBI Circular Archive – 

Full historical 

archive of 

circulars relevant 

to capital markets 

For all updates 

from 2018–

2023 

14.2 NSE/BSE Margin Rules and Broker Policies 

This section includes exchange-level margin rules and leading broker interpretations, which directly affect 

investor experience. 

• NSE Margin Calculator – Real-time margin computation tool used by brokers and traders. 

• BSE Margin Reporting Guidelines – Reporting format for brokers to disclose margin collection and 

violations. 

https://www.ijaidr.com/
https://www.sebi.gov.in/sebiweb/home/HomeAction.do?doListing=yes&sid=3&smid=0&cid=0
https://www.nseindia.com/trade/margin-calculator
https://www.bseindia.com/static/markets/downloads/BSE_Margin_Report_Guidelines.pdf
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• NSE Capital Market Byelaws (Section 9.1.8) – Defines minimum margin requirements and surveillance 

rules. 

• Axis Direct – Rights and Obligations under MTF (PDF) – Outlines the relationship agreement and 

investor consent terms. 

14.3 Form 43 – Margin Pledge Format 

Form 43 is the standard NSDL template for creating a pledge in favor of the broker to meet margin obligations. 

• NSDL Form 43 Format– Includes mandatory fields like ISIN, DP ID, BO ID, and quantity pledged. 

 
• Integrated Enterprises Online Pledge Portal – A working example of digital Form 43 submission UI: 

https://iepfportal.integratedindia.in 

 

14.4 List of Margin-Eligible Securities 

Following broker have published lists of approved stocks and securities eligible for margin pledging or MTF: 

Broker Link / Description 

Zerodha 
Approved List for Margin Pledge with applicable 

haircut % 

HDFC Securities 
Eligible Scrips for MTF and BTST, regularly updated 

via client circulars 

NSE SLB Segment Stock Lending & Borrowing Eligible Securities 

14.5 Tools, Dashboards, and Portals 

This section provides visual proof of key tools and workflows used in margin trading environments: 

• NSE Margin Calculator Interface – Step-by-step screenshots of computing VaR, ELM, and Peak 

Margin for equity trades. 

Step Action Details 

1 Access the Tool 

Go to NSE Margin Calculator at  

https://www.nseclearing.in/risk-

management/equity-derivatives/margins 

2 
Navigate to Equity 

Section 

Choose Equity Margin Calculator from the 

available options 

https://www.ijaidr.com/
https://nsdl.co.in/downloadables/pdf/Form-43-Margin-Pledge.pdf
https://iepfportal.integratedindia.in/
https://zerodha.com/z-connect/tradezerodha/margin-policies/list-of-securities-eligible-for-margin-pledge
https://www.nseindia.com/products-services/equity-market-stock-lending-and-borrowing-slb
https://www.nseindia.com/market-data/margin-calculator
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3 Input Trade Details 
Select Buy/Sell, enter stock symbol, series (EQ), 

and quantity 

4 Add Security 
Click Add to include the trade in the calculation 

queue 

5 Compute Margin Click Compute to view margin requirements 

6 
View Margin 

Components 

Output includes:  

a) VaR Margin 

b) ELM Margin 

c) Ad hoc/Other Margins 

Total Margin Required 

7 Understand Peak Margin 

Peak margin is determined from four intraday 

snapshots; calculator shows the margin at time of 

use 

8 Modify or Add More 
Add/edit/delete multiple entries to simulate 

different trades 

• NSDL SPEED-e Portal – Image of the pledge confirmation screen where clients authorize pledge 

under Form 43. 

 

 
• SPEED-e Margin Pledge Workflow – Annotated diagram showing client-to-broker-to-depository 

interaction. 

 

https://www.ijaidr.com/


 

Journal of Advances in Developmental Research (IJAIDR) 
E-ISSN: 0976-4844   ●   Website: www.ijaidr.com   ●   Email: editor@ijaidr.com 

 

IJAIDR25021473 Volume 16, Issue 2, July-December 2025 13 

 

 
 

• Mobile Trading Dashboard (Upstox, Zerodha) – Sample UI of margin availability, margin shortfall 

alerts, and liquidation warnings. 

 

 
14.6 Broker-Wise Margin Leverage Comparison 

 

https://www.ijaidr.com/
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The table below compares margin leverage and cost structures across popular Indian brokers as of late 2023: 

Broker Intraday Leverage Delivery (MTF) Interest Rate (p.a.) 

Zerodha Up to 5× Yes ~14.60% 

Rupeezy Up to 5× Yes ~10.99% 

5paisa Up to 5× Yes 
18.00–21.90% (slab-

based) 

Pocketful Up to 5× Yes 5.99%–16.00% 

Upstox Up to 4× Yes ₹20/day per ₹40,000 

Groww Up to 4× Yes 9.75%–15.75% 

Aditya Birla Money Up to 5× Yes 
Variable, case-by-

case 

Source: Rupeezy Margin Guide (2023), Pocketful Margin Booklet, Broker Disclosure Documents. 

 

https://www.ijaidr.com/

