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e Revenue growth of the industry to moderate to 13% in FY25 as against 29% CAGR reported between
FY22-24.

e Margin Trading Facility (MTF) has emerged as an attractive diversification tool for stockbrokers amidst a
fall in futures and options (F&O) volumes.

As per CareEdge Ratings’ latest research on stockbrokers, the industry’s! revenues are likely to grow at a slower
pace of 13% in FY25 with a 400-bps dent in net profitability on account of various regulatory changes announced
in the last few months. These changes have not only impacted trading volumes and profitability but also the
revenue streams. The industry's ability to adapt to these changes remains crucial for maintaining stability and

growth.

Several regulatory measures have been introduced in the past six to nine months, targeting excessive retail
participation in the derivatives market. These include substantial increases in Security Transaction Tax (STT) rates,
changes in Market Infrastructure Institutions (MII) charges, and new rules directly affecting F&O trading activities.
Notable changes were announced during the July 2024 budget, where STT rates were raised for options and futures
orders. Additionally, MIIs revised their charges, effectively reducing brokers' revenues by 10-20% due to the
elimination of transaction or turnover charge rebates. Further regulatory changes, including increased contract
sizes, margin hikes, and alterations in the treatment of options expiry, have contributed to a sharp decline in F&O

turnover, with volumes plummeting from Rs 11,410 trillion in October 2024 to Rs 6,044 trillion in December 2024.

In terms of overall market activity, while F&O volumes have dropped, cash segment volumes have remained
relatively stable, with some recovery observed in December 2024. In the near term, CareEdge Ratings expects the

cash segment volumes to stabilise at around Rs 21-22 trillion per month.

Apart from F&O volumes, the regulatory changes have also moderated stockbrokers’ revenue growth. After
achieving a 29% growth rate over the past three years, revenue growth will slow to 13% in FY25. The first half of
FY25 witnessed industry revenues of around Rs 23,500 crore, which are expected to decline to around Rs 20,500
crore in the second half. While the impact of MII changes has directly reduced revenue streams, net profits, in
absolute terms, are expected to remain in line with FY24 levels despite a decline in the net margins. Industry-wide,
PAT margins are likely to contract in FY25 to 32% from 36% in FY24, as counter-measures taken by brokers, such

as repricing products and expanding margin trading facilities, may not fully offset the impact of regulatory changes.

In response to these challenges, stockbrokers have started diversifying their revenue sources. One key strategy is
increasing focus on MTF, which has become an attractive alternative to the slowing FRO segment. MTF allows

investors to leverage their investments and has witnessed sharp growth since FY22, with the MTF book growing at
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a CAGR of 70% and reaching Rs 57,000 crore in FY24. The industry’s MTF assets under management (AUM) have
grown further to Rs 81,300 crore by the end of January 2025 and is likely to touch Rs 90,000 crore by the end of
FY25 in CareEdge Ratings’ view. Further, the share of fees and commissions (from traditional broking services) in
total revenues of stockbrokers has gradually decreased, from 75.4% in FY22 to 63.5% in FY24, and the share of
MTF interest in total revenues has grown from 8.1% in FY22 to 10.4% by September 2024. CareEdge Ratings
expects MTF’s share to rise to 12.0% in H2FY25, underscoring the growing importance of MTF as a revenue stream
amid tightening conditions in the F&0O market. To expand the MTF book, internal accruals/equity and/or funding
via commercial paper borrowings remain the preferred options for stockbrokers. While gearing levels of the industry
have increased due to the expansion of the MTF book, they remain comfortable in absolute terms, given the

otherwise less capital-intensive nature of the traditional stockbroking business.

CareEdge Ratings recently hosted a webinar to explore the dynamic regulatory landscape for the stockbroking
industry and the revenue diversification in the form of MTF. The event featured an insightful panel discussion where
the distinguished panellists from the stockbroking industry shared their views on these topics. The webinar is

available for viewing via the link provided below.

Webinar Link: https://youtu.be/d8ugD--dwaY?si=s7cfJlcbQNwNggT7v



https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fyoutu.be%2Fd8uqD--dwaY%3Fsi%3Ds7cfJcbQNwNgqT7v&data=05%7C02%7CLokesh.Warjurkar%40careedge.in%7C5075f74353b44f3abea408dd45a39801%7C5fb92d802f9b45eb857f45b58dcb54ba%7C1%7C0%7C638743291139784843%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=PGmlslM3z5VY3rme1SAz9ll0xJaRINitr4SeRGuLux8%3D&reserved=0

Contact

Sanjay Agarwal
Priyesh Ruparelia
Dr. Sudam Shingade
Lokesh Warjurkar

S. Balakrishna
Mradul Mishra

Senior Director
Director
Associate Director
Lead Analyst
Lead Analyst
Media Relations

sanjay.agarwal@careedge.in
priyesh.ruparelia@careedge.in
sudam.shingade@careedge.in
lokesh.warjurkar@careedge.in
s.balakrishna@careedge.in
mradul.mishra@careedge.in

+91 - 22 - 6754 3582 / +91 - 81080 07676
+91 - 22 - 6754 3539 / +91 - 98335 58385
+91 - 22 - 6754 3608 / +91 - 90048 74023
+91 - 22 - 6754 3589
+91 - 22 - 6754 3487
+91 - 22 - 6754 3596

CARE Ratings Limited

Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Phone : +91 - 22 - 6754 3456 CIN: L67190MH1993PLC071691

e D DO OO

Locations: Ahmedabad | Andheri-Mumbai | Bengaluru | Chennai | Coimbatore | Hyderabad | Kolkata | Noida | Pune

About Us:

CareEdge is a knowledge-based analytical group offering services in Credit Ratings, Analytics, Consulting and Sustainability. Established in
1993, the parent company CARE Ratings Ltd (CareEdge Ratings) is India’s second-largest rating agency, with a credible track record of rating
companies across diverse sectors and holding leadership positions in high-growth sectors such as BFSI and Infra. The wholly-owned
subsidiaries of CareEdge Ratings are (I) CARE Analytics & Advisory Private Ltd (previously known as CARE Risk Solutions Pvt Ltd), (II) CARE
ESG Ratings Ltd, (previously known as CARE Advisory Research and Training Ltd) and (III) CareEdge Global IFSC Ltd. CareEdge Ratings’ other
international subsidiary entities include CARE Ratings (Africa) Private Ltd in Mauritius, CARE Ratings South Africa (Pty) Ltd, and CARE Ratings
Nepal Ltd.

Disclaimer:

This report is prepared by CARE Ratings Limited (CareEdge Ratings). CareEdge Ratings has taken utmost care to ensure accuracy and objectivity while developing this report
based on information available in public domain. However, neither the accuracy nor completeness of information contained in this report is guaranteed. CareEdge Ratings is
not responsible for any errors or omissions in analysis / inferences / views or for results obtained from the use of information contained in this report and especially states
that CareEdge Ratings has no financial liability whatsoever to the user of this report.


https://www.linkedin.com/company/care-edge-group
https://twitter.com/CareEdge_Group
https://www.youtube.com/channel/UCR8E1X7nZajLjDoUK6ZtZuA
https://www.instagram.com/careedge_group/
https://www.careedge.in/

