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What is margin?

Suppose you are trading intraday and want to purchase 1000 shares of ‘XYZ' company at $100/- on a
trading day, say ‘T’ day. You need to pay %1,00,000/- (1000 x 100) to your broker who in turn pays the
amount to the respective stock exchange you are buying shares from. What if you don’t have the total
amount of 1,00,000/- to buy the shares at that moment?

You can pay a portion of the total amount of %1,00,000/- as advance to the broker at the time of
placing the buy order. Stock exchange in turn collects a similar amount from the broker upon
execution of the order. This initial token payment is called Margin.

In the above example, assume that the margin is 15%. You have to pay $15,000/-(15% of %1,00,000/)
upfront to place your order.

The margin required differs from share to share depending upon the volatility, segment to segment
depending upon the settlement/time of expiry. In this article, we will let you know how margins are
calculated for the equity and derivatives segment.
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