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SEBI to snoop on Facebook, Twitter for stock market probe

(Sources – Input from ET)

With an aim to use latest technology in its probe and oversight on stock market deals, watchdog SEBI is putting in place new software tools that would analyse discussions on social networking platforms. 

Besides social networking websites such as Facebook, Twitter and various blogs, the new software will also assist the regulator in analysis of traditional social neworks, which could be any forum where various people discuss matters related to stock markets. 

In the recent past, a number of blogs have cropped up where their members discuss stock market trends and in many cases tips are also exchanged for buy or sell transactions. 

Similarly, Facebook and Twitter, two of the most famous social networking websites in today's world, are also full of such discussions and it is feared that some scrupulous elements could be using such forums for market manipulation activities. 

However, the role of new software tools, along with necessary computer hardware and high capacity servers, will not be limited to social network analysis. 

"SEBI is currently planning to put in place the new software tools that would perform an array of sophisticated analysis for trading data, telephone records, financial records, social network analysis etc," a senior official said. The new tool would help SEBI in its various investigations and its oversight on stock market transactions, the official added. 

The regulator also aims to utilise the new software for analysis of data received from stock exchanges, depositories, banks etc in connection with its investigations. The new software would be integrated with SEBI's DWBIS (Data Warehousing and Business Intelligence System) system that is used extensively by the regulatory in its various probes. 

SEBI is working on this project on a priority basis and is planning to put the new software tool in place in next few months. There have been a sudden spurt in cases of alleged market manipulation activities and SEBI has been working overtime on its investigations in these cases. 

In the past also, SEBI has warned investors against websites offering stock tips. In one such investor caution notice, SEBI said that it has observed a proliferation of websites that offer investment advice to investors. 

"Many of these websites offer investment advice not backed by any reasonable basis and prima facie appear to be misguiding," SEBI said, adding that investors could expose themselves to undue risk in using unconfirmed information available on such websites and blogs.

SEBI awaiting government nod for phone tapping

(Sources – Input from ET , The  Hindu)

Phone tapping by the country's tax authorities may have created a major controversy, but the capital market watchdog SEBI is not authorised to intercept calls and is awaiting the government's permission for years. 

Only a select few enforcement agencies, including the tax department, are authorised to tap telephonic conversations in their investigations and surveillance actions and the Securities and Exchange Board of India (SEBI) has requested for its inclusion in this list several times over many years. 

However, all its requests have been turned down so far, the last time being in December 2009, when the Department of Telecommunications communicated to SEBI that it was not authorised to tap phones, a senior official said. A request is currently pending for over two months by SEBI to allow it intercept call records of certain individuals in connection with its probe into stock market manipulations, the official added. 

A major controversy has erupted after leak of hundreds of tapped phone conversations corporate lobbyist Niira Radia had with her clients, staff and various other people. It has been said that various enforcement agencies together tap about 6,000-8,000 telephonic conversations at any given time on an average, but only a small percentage of that is for corporate or white-collar investigations. 

Although SEBI has used call records in its investigations in the past, but in those cases the call records were collected by tax authorities or other enforcement agencies. SEBI gets hold of these call records in cases where other agencies fall upon information suggesting market-related offences, the official said. 

The government permits interception and monitoring of calls by select authorised entities as per the Indian Telegraph Act, 1885. 

Incidentally, SEBI recently declined to part with information under Right to Information (RTI) Act about its correspondences with Finance Ministry and other government departments and ministries in connection to its request for being appointed as an authorised agency for phone tapping. 

SEBI's stance was also ratified by the SEBI Appelate Authrority, which was later approached by the RTI applicant. SEBI had said that the information was strategic in nature and it pertained to its surveillance and investigation techniques.

SEBI tightens promoter norms

(Sources – Input from ET)

The capital markets regulator, Securities and Exchange Board of India (SEBI) has made some significant changes in the capital market regulations. It has tightened the framework for preferential allotment of shares to promoters' groups to prevent misuse of preferential allotments, warrants, and convertibles to manipulate share prices. 

If a promoter or a promoter group fails to exercise warrants they have previously subscribed to, equity shares, convertibles or warrants cannot be issued for one year from the date of expiry of the currency or cancellation of the warrants. The promoter and the promoter group are also ineligible for preferential allotment if it has sold shares in the previous six months. This has been a long-standing demand from investor protection groups. 

Restrictions on preferential allotment within six months of stake sale will provide a level playing field to minority investors. Promoters who cancel the warrants issued under the preferential allotment route will not be allowed to apply for similar allotments for the next one year. 

In case of preferential issues, any promoter or any promoter group entity who previously subscribed to the warrants of the company but failed to exercise the warrants shall be ineligible for issue of equity shares or convertible securities or warrants for a period of one year from the date of expiry of the currency/cancellation of the warrants. Further, if any member of the promoters/promoter group sold shares in the previous six months, then they would be ineligible for allotment on preferential basis. 

More for the individual investor 

SEBI has doubled the limit for maximum application size for retail individual investors to Rs 2 lakh across all public issues, up from the current limit of Rs 1 lakh. All investors who apply for shares worth Rs 2 lakh or less will be treated as retail investors. However, there is no increase in the percentage allocation to retail investors, which is stable at 35 percent. In public offers, applications above Rs 1 lakh were categorized under the HNI (high net worth individual) segment, where an investor could not get the benefit of a five percent discount reserved for retail investors. 

Besides, once categorized as HNIs, these investors had only 15 percent of the shares at their disposal, as against 35 percent reserved for the retail players. The remaining 50 percent is set aside for institutional investors. Usually, the HNI and institutional parts are subscribed much more that the retail part, so the chances of getting an allotment is much higher under the retail category. This will lead to a broader retail investor base for companies. Besides, it is likely that the retail segment will also get oversubscribed in future. 

Dividend and bonus shares 

SEBI has also prescribed a specific pre-announced date for the credit of dividend and bonus shares so that investors can manage their cash or securities flow efficiently. Companies that make an acquisition just after the end of the latest disclosed financial year as stated in their draft offer documents, would henceforth be required to include a proforma financial statement, revealing materiality of the acquisition in terms of total book value in the balance sheet or the proportion of the acquired entity's income to total income. 

SEBI also paved the way for insurance companies to list on the bourses. It said that insurance companies will have additional disclosures relating to the specific nature of the business. The market regulator also accorded qualified institutional bodies (QIB) status to insurance funds set up by the Department of Posts such as Postal Life Insurance Fund and Rural Postal Life Insurance Fund. 

IDR rights norms 

A framework for rights issue of Indian Depository Receipts will be notified by SEBI. IDR issuers can now file an offer document containing information in addition to their home country offer document in the fast track mode. This, however, is subject to continuous compliance with listing requirements in India. IDR rights norms would more or less be in line with domestic rights issue norms, said the regulator. Companies that file their draft offer documents would henceforth be allowed to make a public announcement regarding the filing and elicit timely comments without an adverse impact on the process of issuance. 

Merchant bankers would now be required to submit a certificate of compliance to the regulator regarding all reports that appear after filing of the draft offer document, and report whether they are in line (or not in line) with the document. All investor classes would now receive only one payment option from the issuer in case of rights issues; full one time payment or part payment on application with the balance to be called by the issuer whenever required after obtaining necessary approvals.

