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Educate Yourself - An Initiative by SSL Research Centre 

Educate yourself is an educational debate dedicated to the dissemination of stock 

market related terminologies in the use of fundamental and technical analysis for 

traders and investors. Market participants can explore self-developed skills to face 

the growing threats of volatility through Educate yourself.  

Educate yourself is a great way to boost your knowledge in general investing lingo 

and helps you to trade strategically. 

 

Title of the topic: 

"What is Margin Trading Facility (MTF)?” 

Volume: 06/2026 (Issue-7)  
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A) Introduction 

 

Two friends were having a conversation. One of them had identified a stock with strong 

potential but did not have sufficient funds to take a larger position. Curious about the 

alternatives available, he asked his friend for advice. 

Rahul: I've just found a stock with huge upside, but I only have ₹12,500. What can I do? 

Vinod: That's simple, you can use MTF. 

Rahul: What's that? 

Vinod: MTF stands for Margin Trading Facility. It's where your authorised broker lends 

you money to buy delivery-based stocks, in return for interest on the amount lent. 

Rahul: Oh, okay. So if I invest ₹12,500, my broker could fund up to ₹37,500 more, and 

my total investment becomes ₹50,000? And what happens to my profit or loss? 

Vinod: Correct, your position becomes ₹50,000. If the stock rises 5%, you make ₹2,500, 

which is a 20% gain on the ₹12,500 you actually had and you only need to pay back the 

interest on the borrowed amount.  

Rahul: Wow, that's amazing! I should try it. 

Vinod: Wait! Before you do, remember MTF is a double-edged sword. If that same stock 

falls 5%, you lose ₹2,500, which is 20% of your ₹12,500. And on top of any loss, you still 

have to pay interest on the money your broker lent you. 

Rahul: I see. So I have to be willing to accept the higher risk before chasing the higher 

reward. 

Vinod: Exactly. 

 

The above conversation highlights how MTF can help investors increase their market 

exposure, while also exposing them to higher risks and costs. Let’s learn more about it. 

 

B) What is Margin Trading Facility? 

 

Margin Trading Facility (MTF) is a service offered by SEBI-authorised stock brokers that 

allows investors to buy shares by paying only a part of the total investment amount. The 

remaining amount is funded by the broker, allowing investors to take a larger position in 

the market than they could with their own funds alone. MTF is available only on eligible 

securities. As per SEBI guidelines, equity shares and Equity ETFs classified as Group I 

Securities qualify for MTF. 

 

For example, if an investor wants to buy shares worth ₹1,00,000 and the required margin 

is 25%, the investor needs to contribute only ₹25,000, while the broker funds the remaining 

₹75,000. This gives the investor exposure to the entire ₹1,00,000 investment while paying 

interest only on the amount funded by the broker. In return, the broker charges interest on 

the funded amount. This interest continues to accumulate until the investor either sells the 

shares or repays the borrowed amount in full. 
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The shares purchased under MTF are pledged to the broker as collateral. If the share price 

falls sharply, the value of the collateral also declines, which may reduce the investor's 

margin below the required level. In such cases, the broker issues a margin call and asks the 

investor to deposit additional funds or securities. If the investor fails to do so, the broker 

may sell the pledged shares to recover the funded amount. Thus, MTF enables investors to 

increase their market exposure with limited capital, but it also involves higher risks and 

additional costs. 

 

C) Types of Margins in MTF 

 

 Delivery Margin (Initial Margin): This is the amount that an investor needs to 

contribute from their own funds to avail MTF. The remaining amount is funded by the 

broker. 

 Collateral Margin: Investors can also pledge eligible shares held in their demat 

account as margin. These shares act as security for the amount funded by the broker. 

 Maintenance Margin: Investors must maintain a minimum margin in their account 

throughout the holding period. If the margin falls below the required level, the broker 

may issue a margin call. 

 Mark-to-Market (MTM) Margin: If the price of the funded shares falls significantly, 

the investor may be required to add more funds or securities to cover the shortfall. 

 

D) Advantages of MTF 

The following are the advantages of MTF: 

 Higher Purchasing Power: One of the most important reasons investors use MTF is 

the increased exposure it offers. By borrowing from the broker, you can buy more 

shares than your own money alone would allow.  

Example: Suppose you have ₹10,000 and you have your eye on a stock trading at ₹100. 

With your ₹10,000, you can buy a maximum of 100 shares. But by borrowing an 

additional ₹10,000 from your broker, you can buy 200 shares and you participate in the 

gains and bear the losses, on all 200 shares, not just the 100 you could have afforded 

on your own. 

 Easy to Avail: Unlike traditional forms of borrowing, which are time-consuming and 

involve a lot of paperwork, MTF can be activated quickly, often with just a few clicks, 

provided you meet the broker's minimum eligibility criteria. 

 No Missed Opportunities Due to a Cash Crunch: Good opportunities often appear 

suddenly, sometimes when money is already tied up in other investments. MTF keeps 

the chance from slipping by. Since the broker funds a large part of the purchase, and 

existing shares can be pledged as margin instead of being sold, the opportunity can still 

be seized. 
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 Diversification: MTF can help with diversification. With a small amount of capital, an 

investor can spread the money across several different stocks instead of putting it all 

into one, which helps balance risk across the portfolio. 

 

E) Risks of MTF 

The following are the risks associated with MTF: 

 Higher Exposure, Higher Risk: Since the broker funds the majority of the amount, 

the investor's exposure is high, and losses apply to the entire position, not just the 

margin put in. In a sharp fall, an investor can even lose the whole amount invested. 

Example: Suppose an investor puts in ₹5,000 and borrows ₹10,000 from the broker, 

taking the total position to ₹15,000. If the stock falls 10%, the loss is ₹1,500 which is 

30% of the ₹5,000 actually invested, and interest on the borrowed ₹10,000 still has to 

be paid on top of that. 

 Interest Cost Reduces Returns: The broker charges interest on the amount borrowed 

under MTF. This interest is charged daily and continues until the borrowed amount is 

repaid. As a result, a part of the profit is reduced by the interest cost. If the stock remains 

stagnant for a long period, the accumulated interest can significantly reduce the overall 

return. 

 Margin Call Risk: The shares purchased under MTF are pledged as collateral with the 

broker. If the stock price falls, the value of the collateral also falls. When the investor's 

margin drops below the required level, the broker issues a margin call and asks the 

investor to deposit additional funds or securities. Failure to do so may result in further 

action by the broker. 

 Forced Sale of Shares: If the investor does not meet the margin call within the 

stipulated time, the broker has the right to sell the pledged shares to recover the 

borrowed amount. Such sales often happen during falling markets, which may result in 

losses being booked at unfavourable prices. 
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F) Conclusion 

 

Margin Trading Facility (MTF) is a useful tool that allows investors to increase their 

market exposure by investing more than their available capital. It can help investors take 

advantage of investment opportunities, improve purchasing power, and deploy capital 

more efficiently. 

 

MTF can be beneficial for investors as it provides access to additional capital and enables 

them to take larger positions in opportunities they strongly believe in. When used 

prudently, it can enhance potential returns and help investors make better use of available 

funds. 

 

However, the higher exposure provided by MTF also comes with higher risks. Interest 

costs, margin calls, and the possibility of forced sale of shares can significantly impact 

returns, especially during volatile market conditions. Therefore, investors should use MTF 

carefully and with proper risk management. Before availing of MTF, they should assess 

their financial position, investment objectives, and ability to withstand potential losses. 
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The research recommendations and information are solely for the personal information of the authorized recipient and 

does not construe to be an offer document or any investment, legal or taxation advice or solicitation of any action 

based upon it. 

The research services (“Report”) provided is for the personal information of the authorized recipient(s) and is not for 

public distribution. The report is based on the facts, figures and information gathered from reliable sources that are 

considered true, correct and reliable. The report is provided for information of clients only and does not construe to 

be an investment advice. This report does not constitute an offer or solicitation for the purchase or sale of any financial 

instrument or as a confirmation of any transaction. Each recipient of this report should make such investigations as it 

deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in 

this report and should consult its own advisors to determine the merits and risks of such an investment. Such 

information has not been independently verified and no guaranty, representation of warranty, express or implied, is 

made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without 

notice. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. 

SSL is not obliged to update this report for such changes. SSL has the right to make changes and modifications at any 

time. This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to 

or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction 

where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what 

would subject SSL or its affiliates to any registration or licensing requirement within such jurisdiction. Stockholding 

Services Limited (formerly known as SHCIL Services Limited)-(SSL) and its associate companies, their directors and 

their employees shall not be in any way responsible for any loss or damage that may arise to any recipient from any 

inadvertent error in the information contained in this report or any action taken on the basis of this information. 

Disclosure 
 

StockHolding Services Limited (formerly known as SHCIL Services Limited) -(SSL) is a SEBI Registered Research 

Analyst having registration no.: INH000001121. SSL is a SEBI Registered Corporate Stock broker having SEBI 

Single Registration No.: INZ000199936 and is a member of Bombay Stock Exchange (BSE)- Cash Segment and 

Derivatives Segment, National Stock Exchange (NSE)-Cash, derivatives and Currency Derivatives Segments and 

Multi Commodity Exchange of India (MCX) – Commodity Derivative. SSL has registered with SEBI to act as 

Portfolio Manager under the SEBI (Portfolio Managers) Regulations, 2020, bearing registration no. INP000007304 

and also obtained registration as Depository Participant (DP) with CDSL and NSDL, SEBI Registration No.: IN-DP-

471-2020. SSL is a wholly owned subsidiary of Stock Holding Corporation of India Limited (StockHolding). 

StockHolding is primarily engaged in the business of providing custodial services, designated depository participant 

(DDP) post trading services, Depositary Participant Services, Professional Clearing Services, Authorized Person 

services in association with SSL. Neither SSL nor its Research Analysts have been engaged in market making activity 

for the companies mentioned in the report /recommendation. SSL or their Research Analysts have not managed or co–

managed public offering of securities for the subject company (ies) in the past twelve months. 

Registrations granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or 

provide any assurance of returns to investors. We also certify that no part of our compensation was, is, or will be 

directly or indirectly related to the specific recommendation(s) or view(s) in this report. 

 

Disclaimer 

https://www.facebook.com/StockHoldingServices/
https://twitter.com/shcilservices
https://in.linkedin.com/company/stockholding-services-ltd


  
 

 
SSL Research Centre, Educate Yourself, Volume: 06/2026 (Issue-7), 30th Jun 2026 

 

  Follow us                                                                                                            www.stockholdingservices.com 

 

 

The Analysts engaged in preparation of this Report or his/her relative or SSL’s associates: - (a) do not have any 

financial interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity 

securities of the subject company mentioned in the report as of the last day of the month preceding the publication 

of the research report; (c) do not have any material conflict of interest at the time of publication of the Report.  

 

The Analysts engaged in preparation of this Report or his/her relatives or SSL’s associates:- (a) have not received 

any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public 

offering of securities for the subject company in the past twelve months; (c)have not received any compensation for 

investment banking or merchant banking or brokerage services from the subject company in the past twelve months; 

(d) have not received any compensation for products or services other than investment banking or merchant banking 

or brokerage services from the subject company in the past twelve months; (e) has not received any compensation 

or other benefits from the subject company or third party in connection with the Report; (f) has not served as an 

officer, director or employee of the subject company; (g) is not engaged in market making activity for the subject 

company.                                                                                          

 

Investment in securities market are subject to market risks. Read all the related documents carefully before 

investing. Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM 

in no way guarantee performance of the intermediary or provide any assurance of returns to investors.  

 

"The securities quoted are for illustration only and are not recommendatory".  

 

The investor is requested to take into consideration all the risk factors before actually trading in equity and derivative 

contracts. For grievances write to grievances@stockholdingservices.com. 

 

 In case you require any clarification or have any query/concern, kindly write to us at 

ssl.research@stockholdingservices.com. 
                                  

 

 
 
 
 
 
 
 
 
 
 
 
 

SSL Research Centre 
StockHolding Services Limited 

(Formerly known as SHCIL Services Limited) 

CIN NO: U65990MH1995GOI085602 

Plot No. P-51, T.T.C. Industrial Area, MIDC Mahape 

 Navi Mumbai – 400 710  

www.stockholdingservices.com    

https://www.facebook.com/StockHoldingServices/
https://twitter.com/shcilservices
https://in.linkedin.com/company/stockholding-services-ltd
mailto:grievances@stockholdingservices.com
mailto:ssl.research@stockholdingservices.com
http://www.stockholdingservices.com/

