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Role of Online De -mutulised Exchange

* Unanimous Trading Platform
- Neutrality : Conflict of Interest avoided
* Transparent, Real time and Pan-geographic
Price Discovery
- Benchmark Reference Price
- Liquidity to Market Participants
* Risk Management
- Robust Clearing & Settlement Process
- Fair, Safe and Orderly market through
rigorous surveillance

NCDEX



Paradigm Shift

Parameter

Traditional Exchange

Electronic Exchange

Trading System

Open Outcry

Online, Screen-based

Geographical
Coverage

Select members in the
local vicinity alone

Countrywide without any boundary
limitations

Product Range

Local procurements

Complete range of commodities

Trading Sessions

Limited to few hours during
the day

Different timings for multiple
markets, spans from 10 am till
midnight

Participants

Local traders

Trading members & their clients,
Corporate and Institutional
members

Risk Mitigation

Concentration in single
commodity

Portfolio approach for dispersal of
risk across multiple commodities

Fund Settlement

High cost operation — high
transaction cost

Economies of Scale — Lower
transaction cost

Electronic Exchange takes “Open Outcry” to the Doorst

ep of the producer
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Electronic Trading

Automated trading mechanism on a single
platform with equal access rights to users

Ease of Connecting to the Order Matching
System through fixed lines, internet or VSat

Buyers and Sellers unknown, connected
through multiple media

Order matching on price-time priority
Time stamping for each order and trade
SLA driven order and trade confirmation
Online MTM Settlement

Online Real time Margin & Position
computation

NCDEX



Spot & Futures Price

Spot Rates Polled from Major

Mandis through reputed agencies

Multiple Frequency -  Cross

verification by market participants

Statistical process — Bootstrapping to

arrive at Benchmark Bid/Ask price
Display on Trading Terminal

Online Exchanges are capable in polling spot prices
across multiple market during futures trading sessi
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End of Day

30 sec

Time Delay (Not to be Scaled)

2 sec

Price Dissemination

Website

TV Channels
Mobile Devicesl

REUTERS P

KNOW. NOW.

Market Terminal

Electronic Board

Kiosks

e-Mail

Mode of Dissemination




Weather Data Station

Parameters identified in
consultation with various
user agencies:

Rainfall (amount and
Intensity)

Temperature (min and max)
Relative humidity

Wind speed and direction
Atmospheric pressure




ICT Enablement

Trading Related

Other

Spot & Futures — Online
Price Quotes

Warehousing and Delivery
Process

Historic Price Data

Member Enrolment KYC

MTM — Online settlement
with Clearing Bankers

Weather Data

Research Reports

eLearning & video

conferencing

CRM




A C Nielson Survey

Sample size Areas Covered
Wide Area Sample 1499 6 States
( Beyond 25 km radius) 27 centres
Narrow Area Sample 473
(20 — 25 Km radius)
State Centres
Target Farmers _ _ _ _
Guijarat Mehsana, Kadi, Deesa, Rajkot and Unja
Farmers CUltlvatIng Haryana Sirsa, Hissar and Khanna
Wheat Mustard Urad Chana M’stra Akola, Jalgaon and Latur
Soyabean Tur. Guar. Castor and Jeera MP Ujjain, Indore, Vidhisa, Ratlam and Shivpuri
Punjab Amritsar, Ludhiana, Patiala
R’stan Hanumangarh, Bikaner, Alwar, Kota, Jodhpur,
Pilani, Shri Ganganagar & Jaipur




Preliminary findings

Farmers preference when future price information is available

Wide Area Narrow Area
(1499) (401)

Sell now and not wait. 56 30
| need money
Sell now as there is risk 18 18
that price may fall later
Store at home 41 69
Hold in warehouse and 11 9
sell later
No faith in futures prices 8 -
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Awareness on source of price information

Wide Area Sample Narrow Area Sample
(1499)* (473)*
Mandi 76 86
Newspapers 49 58
Arathiya 41 33
NCDEX 1 72
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Agreement towards the overall benefit due to the

establishment of NCDEX
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Benefits by referring to NCDEX prices

Wide Area (255) | Narrow Area (401)

Awareness of price is useful 4.6 4.7
| can decide next season crop 4.5 4.5
| can decide which grade crop 4.4 4.5
| can bargain better prices 3.9 4.5
| see NCDEX price and then sell 3.6 4.4
| can now stock and then sell 3.0 4.4
Realization increased with 2.9 4.4
NCDEX

Buyer gives price when | say 2.3 4.3

NCDEX
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Empowering farmers through price

dissemination...
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Challenges

Coverage of Vast Geography & People
Power and Other Infrastructure availability
Connectivity Options

Lack of Awareness

Training and Handholding

Information Security
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Thank You




Information Repository

Online Offline
C a t e g or y Websit Trading Display Kiosks Website Extranet Media CD &
e Terminal Boards Print Other
and TV Media

Spot Rates () () () () () @ () ()
International © © ©
Future Prices @ () (0] ()] ) ® @ @
MTM & Clearing )
Warehouse &| © (0] ® ©
Logistics
Weather Information () () ® )
Product Info & @ () ) @
Training
Research Report ® ® ®
MIS () () () ) )
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Exchange Profile

Number | Remarks

Products 50 40 agro, 2 bullion,
2 energy and 6 metals

Members 850 Spread across India
Terminals 18,500 Accessible from 700 centres
Number of Member Links | 2200 Fixed and VSat connections
Delivery Centres 550 All over the country
Depository Participants 45
Clearing Banks 11
Weather Stations 180 By NCMSL
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Price realization during last crop year (2006)

Commodity Price Range (Rs) % of sample (WAS) % of sample (NAS)
Wheat 751 - 1000 40 (1107) 47 (334)
Mustard 1501 -2000 48 (476) 50 (186)
Chana 1501 - 2000 35 (701) 53 (174)
Soybean 1001 -1500 63 (601) 85 (70)
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