UNIVERSAL STOCK BROKERS PVT. LTD.

RISK MANAGEMENT SYSTEM

(1) RMS works on the following concepts:

1.1) Cash: The clear balance available in the customer’s ledger account in our books.  For the purpose, it is not enough to have received a cheque or intimation of an online credit to our Bank account.  Payment gateway/online transfer/withdrawal is direct effected in cash margin by the trading software.

1.2) Margin: The underlying stake provided by the customer in the form of cash and/or stock to mitigate market (price) or settlement (auction) risk

1.3) Exposure: The aggregate of the customer’s obligations arising out of buy + sell trades awaiting settlement in the cash segment and the span + exposure + mark-to-market margins underlying the customer’s open positions in the F&O segment and profit/ loss amounts that are yet to be settled on the closed positions. 

Note -   When the debit amount will be greater than 25 Lac, margin % required to maintain will be 150% and for debit greater than 50 Lac it must be 200%.

1.4) Exposure multiple: The number of times that exposure is allowed on the underlying margin sales on the cash segment would have to be made either on the availability of cash margin or on the availability of the stocks (which are to be sold) in our margin account, by executing a transfer before the sale order is initiated.

1.5) Stock qualifying for margin in cash segment transactions: Securities in the approved list of NSE as per SEBI guidelines .Other than “A” category stocks can be considered as a margin on  a case to case. They are traded under the “EQ” segment of NSE. There will be a separate list of stock for FNO Margin which can be changed from time to time. 

(2) NATURE OF CUSTOMER TRANSACTIONS

2.1) Intraday - Cash segment: The amounts of purchase (or sale) in a scrip on any trading day that is reversed by the end of the day by making a contra sale (or purchase) of the exact same quantity, thereby nullifying the original position.  

2.2) Delivery Trades: The net purchase or sale of a scrip in a client account that is settled by way of a delivery on T+2. Delivery in respect of sale transactions in the cash segment has to be settled by the client by tendering securities in demat form before the pay-in deadline. Else the client faces the risk of auction. A purchase transaction in the cash segment would fall into one or more of the following categories: 

2.3) Sell against Buying : A purchase order executed on the Exchange today and the (undelivered) purchased stock sold in its entirety on the next trading day.  In this case the first transaction would be settled on T+2 while the sale would be settled on the third business day after the purchase transaction

Note – Company will not be responsible for any Short payout of security from exchange

2.4) Derivatives segment: All clients must tender an upfront initial margin as stipulated by the RMS from time to time. It will constitute the sum of SPAN and exposure margins (MTMV) stipulated by NSE. Mark to market losses /profits are required to be settled on a T+1 basis. 

(3) MANAGEMENT OF RISK

3.1) Futures and Options: The clients must settle the debits, if any, arising out of MTM settlements. Since, due to limitations in the present banking system, timely payments cannot be received from the clients on a T+1 basis; it is advisable that clients be advised to keep sufficient credit cash balances with us to nullify such debits.  

Intraday Square-off in respect of client wills happen in both cash and F&O positions. Against MTM: Such square-ups can take place any time during the trading day. When the MTM losses reaches 70% of the existing collateral of client. 

Against exposure: Any position where the initial margin available in the client’s account is less than the requirement for SPAN, i.e. there is a possibility of violation being reported to the exchange, the position will be reduced to bring it within the SPAN stipulation. 

3.2) Cash Segment

Intra-day: These transactions are allowed at higher exposure multiples than the normal Buy/Sell transactions on the cash segment as they have to be squared off by day end.  If not squared off, then transaction has to be brought within the delivery based exposure multiple by either squared off part of the transaction or through availability of higher margin 30 minutes before the close of trading day (i.e. by 3.0 pm, if trading hours conclude by 3.30 pm). 

In the cash segment, only the underlying transaction would be squared off in whole or in part (and not the stocks held as margin). In F&O, the open positions would be squared off.

4) Square off Process

Whenever the margin value falls below a certain percentage of the exposure on account of market volatility or due to MTM losses (the comfort level of the margin is the sole discretion of the Broker), the Risk department would square-off the transactions (positions) in the exposure so that the exposure is either fully squared off, or partially squared off in a manner that the margin value rises to acceptable levels.  Positions can be squared off on the date of transaction itself or at any time till customer fully settles.  
