(&) 1o

SECURITIES BROKING
INDUSTRY

Regulatory measures and waning
secondary market returns temper
trading volumes and brokers’
performance
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Key Updates and Takeaways



Highlights @ ICRA

After moderating from record highs, the securities broking industry is poised for a gradual rebound, supported by
O rising MTF? exposures and stabilising trading volumes amid improving investor sentiment, though profitability is
* Click to see full report expected to remain below the record levels of FY2025. Supported by buoyant trading activity in H1 FY2025, ICRA’s
sample set of 41 brokers reported ~20% year-on-year (YoY) growth in NOI' in FY2025, resulting in strong profitability
with net profit from core operations/NOI of 36% (past 5-year average: 34%). However, the decline in trading activity
from record levels amid domestic and global headwinds, coupled with the full impact of regulatory measures
(phased implementation starting November 2024) in the current fiscal, is estimated to have caused a 6% revenue
reduction and an almost 500-basis point (bps) contraction in profitability margins during H1 FY2026. Nonetheless,

Momentum in demat additions cools with the stabilisation of volumes, early signs of recovery in investor sentiment and rising revenue contribution from
from record highs; while average MTF, aided by scale-up in exposures and the easing cost of funds, ICRA expects the industry-wide NOI to grow about
monthly additions in 8V FY2026 fell 10% in FY2027 with a resultant margin expansion of up to 200 bps from the current level. The performance will,
27% YoY, active NSE clients contracted nevertheless, remain sensitive to global and domestic factors besides regulatory uncertainties.

by 8%

Retail participation moderated, post regulatory tightening in F&O segment and easing secondary market returns
Amid the challenging market backdrop and reforms in index derivatives framework from November 2024, retail risk

Although equity MF AUM? scales new appetite recalibrated, with investments through mutual funds (MFs) increasingly preferred while direct participation in
high with record SIP” registrations, secondary market moderated. While individuals deployed over Rs. 4.6 lakh crore directly in equities since the
pace of additions has moderated from pandemic, they became net sellers in 8M FY2026 for the first time, registering a modest Rs. 0.13 lakh crore outflow as
record levels seen last year interest shifted to initial public offerings (IPOs) and bullion, and prior gains were monetised. Consequently, demat

additions cooled from record highs, with monthly additions falling 27% YoY in 8M FY2026. Participation of existing
investors also weakened, with active clients contracting by 8% between March and November 2025, underscoring the
slowdown in engagement. The reversal in client participation was most pronounced in derivatives, with the number of
unique investors trading on NSE in November 2025 falling sharply, reverting close to the level seen three years ago.
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1NOI includes net broking income, net interest income, distribution income, advisory income, depository income and other fee income excluding proprietary trading and gains
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https://www.icra.in/Home/ViewFullReport?ReportType=Research&AuthKey=aa85fd07-59c2-4d78-9582-3f11232c94b1

Highlights @ ICRA

Cash ADTO was 21% lower during Cash volume levels out from record levels, though MTF continues to scale new highs
October-November 2025 compared to With tapering returns in small cap counters and shifting investor preference towards MFs, the cash segment average
the Q2 FY2025 high but remains well daily turnover (ADTO) has moderated in recent months. Subdued derivatives trading further weighed on associated

cash positions, which typically form a part of broader trading strategies. After peaking at Rs. 1.39 lakh crore in Q2
FY2025, the cash ADTO declined to Rs. 1.09 lakh crore in Q3 FY2026 (October-November), though it remains above the
10-quarter average of Rs. 1.05 lakh crore and FY2024 levels. It stood at Rs. 1.10 lakh crore in 8M FY2026 versus Rs. 1.21
lakh crore in FY2025 and Rs. 0.88 lakh crore in FY2024. Meanwhile, the industry’s gross MTF book, which expanded 5.7

above historical levels

MTF book climbs new high, crossing times between March 2021 and March 2025, rebounded after a brief correction to touch a new high of Rs. 1.16 lakh
Rs. 1,15,000-crore mark; contribution crore by November 2025, with investor sentiment turning a corner. However, the possibility of adverse global or
in brokers revenue profile continues to domestic developments impacting the industry cannot be ruled out and aggregate borrowings and financial leverage

inch up may continue to increase with rising MTF and working capital requirements for securities brokers.

After sharp decline due to regulatory tightening, trading in derivatives begins to stabilise with early signs of recovery
Following an unprecedented surge in index derivatives trading — driven by miniaturised contracts, daily expiries, and
Average daily options contracts traded multiple weekly options — the phased implementation of regulatory measures from November 2024 triggered a steep

rebounded 33% from Q1 FY2026 lows correction in volumes. Average daily options contracts plunged to 21 crore in Q1 FY2026 from the peak of 70 crore in
during October-November 2025; Q2 FY2025, though the impact on order volumes, critical for futures & options (F&O) brokerage revenues, was
remained 5% above Q1 FY2024 level relatively moderate at 25-35%. Exchanges’ move to restrict weekly index options to Nifty 50 on NSE and Sensex on

Bombay Stock Exchange (BSE) curtailed speculative participation to some extent. Nevertheless, aided by recalibrated
trading strategies and reshuffled expiries, daily volumes rebounded by 33% from the Q1 lows to 28 crore in Q3 FY2026
(October-November), marginally surpassing the Q1 FY2024 level.
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ICRA Analytical Contact Details

Name Designation Email Contact Number
Karthik Srinivasan Senior Vice-President & Group Head karthiks@icraindia.com 022 — 6114 3444
Anil Gupta Senior Vice-President & Co-Group Head anilg@icraindia.com 0124 — 4545 314
Deep Inder Singh Vice-President & Sector Head deep.singh@icraindia.com 0124 — 4545 830
Subhrajyoti Mohapatra Assistant Vice President subhrajyoti.mohapatra@icraindia.com 080 — 4332 6406
Komal M Mody Senior Analyst komal.mody@icraindia.com 022- 6114 3424
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ICRA Business Development/Media Contact Details

Name Designation Email Contact Number
L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304
Sai Krishna Head - Research Sales and Investor Connect sai.krishnal@icraindia.com 9840774883
Rohit Gupta Head Business Development — Infrastructure Sector rohitg@icraindia.com 0124-4545340
Vivek Bhalla Head Business Development — Financial Sector vivek.bhalla@icraindia.com 022-61693372
Vinita Baid Head Business Development — East vinita.baid@icraindia.com 033-65216801
Shivam Bhatia Head Business Development — Corporate Sector — North & South shivam.bhatia@icraindia.com 0124-4545803
Sanket Kulkarni Head Business Development — Corporate Sector — West sanket.kulkarni@icraindia.com 022-6169 3365
Naznin Prodhani Head - Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has
been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular,
makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be
inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.
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