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The Reserve Bank of India (RBI), vide its press release dated February 13, 2026, has introduced amendments to 

the regulatory framework governing commercial banks’ capital market exposures. The revised guidelines, which 

will come into effect from April 1, 2026, provide greater clarity on the conditions under which banks can extend 

credit facilities to capital market intermediaries (CMIs), including stockbrokers, commodity brokers, proprietary 

traders and clearing members. 

 

The key provisions impacting the CMIs, specifically, stockbrokers are: 

• Banks may extend need-based credit facilities to CMIs to support their day-to-day operational requirements, 

including general working capital facilities and overdraft or credit lines to address settlement-related timing 

mismatches.  

• All such credit facilities are required to be fully secured with 100% collateral coverage and may be backed by 

eligible securities or other approved collateral.  

• However, banks shall not extend credit to CMIs for proprietary trading or investments. Banks may issue 

guarantees for proprietary trading by CMIs, provided the facility is fully secured with collateral in the form of 

cash, cash equivalents, and Government securities, with at least 50% cash collaterals. 

• Banks may issue intra-day credit limits to CMIs to address temporary funding gaps arising from settlement 

timing differences in trades executed on behalf of clients. Such facilities must be supported by a minimum 

collateral coverage of 50%. 

• Banks may issue guarantees on behalf of brokers or professional clearing members in favour of stock 

exchanges or clearing houses. These guarantees must be supported by at least 50% collateral, with a minimum 

of 25% in cash.  

• Banks may extend financing to brokers for margin trading facilities (MTF) offered to their clients. Such facilities 

are required to be fully secured by collateral in the form of cash, cash equivalents, and Government securities, 

with a minimum of 50% of the collateral maintained in cash. 

• The central bank has clarified that existing sanctioned facilities will continue until their maturity. Meanwhile, 

the revised norms will only apply to new sanctions, allowing a transition period for market participants to adjust 

their funding structures. 

 

These regulations are expected to impact stockbrokers to varying degrees, depending on factors such as their client 

base, business model, and credit profile. 

Sr. No Type of broker Impact 

1. Proprietary Traders 

Proprietary trading firms that rely significantly on bank credit lines, especially 

intra-day facilities, will need to secure additional funding following the 

implementation of the proposed amendments. This will lead to higher funding 

costs and could reduce trading volumes, putting pressure on their revenue and 

profits. In some cases, firms may also have to modify their business models to 

comply with the new regulatory framework. Among proprietary traders, 
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Sr. No Type of broker Impact 

domestic entities are likely to be more affected than well-capitalised foreign 

proprietary trading firms, which generally maintain stronger balance sheets. 

2. 
Institutional 

brokers 

The directives are expected to impact institutional brokers who rely on intra-day 

bank facilities to meet margin requirements for execution of trades during the 

trading day until settlements are completed through custodians. With 

restrictions on the use of such facilities for margin requirements, brokers may 

need to deploy additional capital to bridge funding gaps, potentially increasing 

their funding costs. 

3. 
Mid and small 

brokers 

Existing BG facilities typically carried lower cash margin requirements for these 

types of brokers, and historically, many such brokers have relied on immovable 

properties and other securities as collateral. Following the implementation of the 

directives, these entities may be required to infuse additional capital or increase 

cash collateral, thereby increasing funding costs. Additionally, access to 

incremental bank funding may become relatively difficult for such brokers due 

to tighter collateral norms. 

4. 

Bank-based, 

discount brokers 

and traditional 

brokers 

The incremental financing cost impact on large brokerage houses and bank-

based brokers is expected to be limited, as most already operate with 

conservative collateral structures and maintain cash or cash-equivalent collateral 

in line with the new directions. Bank-based brokers also benefit from strong 

financial support and funding flexibility from their parent institutions.  

5. 
Professional 

clearing members 

Professional clearing members have so far benefited from relatively lower 

collateral requirements for their existing BG limits. Following the implementation 

of the new directives, these entities may need to infuse additional capital or 

provide higher cash collateral, which could increase funding costs. 

 

Financing to brokers for MTF 

Additionally, the central bank has allowed banks to finance MTF, creating an additional funding avenue for 

stockbrokers and diversifying their resource profile, which currently relies largely on commercial papers or 

borrowings from NBFCs. In NBFC funding, exposures are typically secured by hypothecation of MTF receivables, 

with collateral coverage of 1.20–1.25 times, without requiring additional capital beyond the SEBI-prescribed norms. 

However, bank funding for MTF requires brokers to maintain a higher level of cash collateral, potentially increasing 

their capital commitment. That said, the immediate impact may be limited, as banks have not traditionally been 

the providers of MTF funding. Going forward, the extent of bank participation in this segment will depend on factors 

such as risk-adjusted pricing and the product structures they offer. 

 

Conclusion 

Overall, CareEdge Ratings expects the amendments to have varying impacts on market participants. The effects 

are likely to be twofold: firstly, an increase in funding costs; and secondly, a potential decline in revenue and 

profitability due to lower turnover. Proprietary trading firms and mid-sized or smaller brokerage entities are 

expected to be the most affected, followed by institutional brokers, due to higher capital requirements, increased 

funding costs, and the possibility of reduced trading volumes. The stricter collateral norms may also lead to 

consolidation within the brokerage industry, as smaller players may struggle to scale operations under the new 

funding environment. Conversely, large retail-focused brokers, including bank-based and traditional brokerage 

firms, are expected to experience limited impact, as their existing structures are largely aligned with the new 

guidelines and they tend to possess stronger capital buffers and fundraising capabilities. 
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Furthermore, potential moderation in proprietary trading volumes, combined with prevailing global macroeconomic 

and geopolitical uncertainties and increased transaction costs, may result in a near-term liquidity compression. This 

could have a wider impact on trading activity, overall market participation, and the earnings profile of stockbrokers. 

 

At a broader level, the amendments are expected to strengthen risk management practices concerning banks’ 

exposure to capital markets and to improve overall financial stability. However, in the short term, the regulations 

might prompt a recalibration of funding structures, a moderation in leverage-driven trading activity, and a gradual 

shift towards more robust balance sheets and capital-backed business models among market intermediaries. 

 

 

 

  



Impact of RBI’s Capital Market Exposure Directives on Stockbrokers  

 

 

4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Contact 
   

Sanjay Agarwal Senior Director Sanjay.agarwal@careedge.in  +91 - 22 - 6754 3500 / +91 - 81080 07676 

Priyesh Ruparelia Director Priyesh.ruparelia@careedge.in  +91 - 22 - 6754 3593 / +91 - 98335 58385 

Dr. Sudam Shingade Associate Director Sudam.shingade@careedge.in +91 - 22 - 6754 3453 / +91 - 90048 74023 

Lokesh Warjurkar Lead Analyst Lokesh.warjurkar@careedge.in +91 - 22 - 6754 3589 

Pranjal Mulekar Analyst Pranjal.mulekar@careedge.in  +91 - 22 - 6754 3456 

Mradul Mishra Media Relations mradul.mishra@careedge.in  +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    l    CIN: L67190MH1993PLC071691 

Connect: 
     

Locations: Ahmedabad   l   Andheri-Mumbai   l   Bengaluru   l    Chennai   l   Coimbatore   l   Hyderabad   l   Kolkata   l   Noida   l   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, (II) CARE ESG Ratings 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. For more information: www.careedge.in. 

 

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. 
 
Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy_policy 
 
© 2026, CARE Ratings Limited. All Rights Reserved. 
This content is being published for the purpose of dissemination of information required as per applicable law and regulations and CARE 
Ratings Limited holds exclusive copyright over the same. Any reproduction, retransmission, modification, derivative works or use or reference 
to the contents, in whole, in part or in any form, is prohibited except with prior express written consent from CARE Ratings Limited. 

 
 

mailto:Sanjay.agarwal@careedge.in
mailto:Priyesh.ruparelia@careedge.in
mailto:Sudam.shingade@careedge.in
mailto:Lokesh.warjurkar@careedge.in
mailto:Pranjal.mulekar@careedge.in
mailto:mradul.mishra@careedge.in
www.careedge.in
https://www.careratings.com/privacy_policy
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/

