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SEBI Chairman UK Sinha has as-
sured market participants that
the regulator is willing to listen to
them in case changes in regula-
tions of exchange traded funds
are required.

Speaking at an NSE event on
Monday, Sinha cautioned that
product innovation should be
done very carefully. He raised con-
cerns on liquidity offered by ETFs
and said, “One has to guard
against whether the liquidity is il-
lusory or real.

“The ETF may be illiquid; if the
ETF is liquid then the underlying
may be illiquid, which is true es-
pecially in case of debt instru-
ments. Derivatives pose counter-
party risk while securities lending

mechanisms could also pose
risks.”

He added that the apex body of
international securities regula-
tors IOSCO raised concerns in 2011
about various product varieties
prevalent at thattime. In 2013, 10S-
CO brought out a set of nine prin-
ciples, whichamongotherthings,
dealt with concerns on transpar-
ency and disclosures related to
producttypes, feesand rules to ad-
dress counterparty risk and con-
flict of interest.

He added that the first ETF
which was started 12 yearsago had
grown 12 times. During this peri-
od ETFs had served a beneficial
purpose as they are like a mutual
fund with a secondary market,
and addressing liquidity issues,
hedging against market move-
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ments, and providing better price
transparency and convenience to
overseas entities at lesser cost. On

commodity-based ETFs, Sinha
said, new products would be in-
troduced in a few months.







