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Introduction

The notification of the Securities and Exchange board of India (Stock Brokers) Regulations, 2026 represents a truly decisive
regulatory intervention in the governance of India’s securities market intermediaries. By repealing the SEBI (Stock Brokers)
Regulations, 1992, SEBI has not merely updated an outdated framework but has fundamentally restructured the legal
foundations governing stock brokers in India.

For over three decades, the 1992 Regulations served as the primary statutory instrument regulating broker registration, conduct,
and compliance. However, the Indian securities market since undergone a profound transformation. Technological
advancements, expansion of retail participation, emergence of algorithmic and digital trading platforms, and increasing
convergence between capital markets and other financial services have rendered the earlier framework increasingly inadequate.
The 2026 Regulations are SEBI's response to these structural shifts, seeking to balance regulatory flexibility with heightened
accountability and investor protection.
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Regulatory Background & Rationale for Reform

The 1992 Regulations were framed in the immediate aftermath of market reforms initiated following systematic failures and
governance lapses in the early 1990s. Their primary objective was market stabilisation and basic intermediary oversight. Over
the time, however, regulatory oversight expanded largely through circulars, guidelines, and ad hoc amendments rather than
through comprehensive statutory reforms.

This resulted in the fragmented compliance ecosystem where substantive obligations were scattered across multiple instruments,
often leading to interpretational ambiguity and inconsistent enforcement. Further, the regulatory framework did not adequately
reflect the evolving role of brokers, who increasingly began offering allied financial services and operating within integrated

financial ecosystems.

The 2026 Regulations are therefore rooted in the need for regulatory consolidation, legal certainty, and alignment with
contemporary market realities, while remaining anchored to SEBI’s statutory mandate under the SEBI Act, 1992.

Repeal of 1992 Regulations & the Move towards Consolidation

With effect from January 7, 2026, the 1992 Regulations stands repealed. In their place, the 2026 Regulations introduce the
consolidated rulebook governing all the aspects of the broking profession in the securities market, including registration,
eligibility, conduct, governance, compliance, inspection, enforcement, and investor grievance Redressal.

Importantly, SEBI has ensured regulatory continuity by clarifying that registration already granted, inspections conducted, and
investigations initiated already under the earlier regime will continue under the new framework. This approach avoids any
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regulatory vacuum and ensures seamless transition, reinforcing market confidence during the shift to the new regime. The
consolidation also enhances enforceability by reducing reliance on delegated instruments and situating core obligations within a
single statutory framework.

Major Reforms Introduced & their Implications

Expansion of Permissible Activities & Cross-Regulatory Engagement

One of the most consequential reforms under the 2026 Regulations is the express recognition that the Stock Brokers may
undertake other regulated financial activities, subject to conditions prescribed by the SEBI.

These activities may fall under the jurisdiction of other financial sector regulatory authorities such as: Reserve Bank of India
(RBI), Insurance Regulatory and Development Authority of India (IRDAI), Pension Fund Regulatory and Development Authority
(PFRDA), Insolvency & Bankruptcy Board of India (IBBI), & Ministry of Corporate Affairs (MCA).

While SEBI permits such engagement, regulatory oversight over the specific activity continues to vest with the concerned
authority. This model respects the jurisdictional boundaries while acknowledging the functional convergence of financial services.
This reform allows brokers to diversify their service offerings and operate as integrated financial intermediaries, potentially
improving efficiency and client experience. At the same time, it exposes brokers to multi-regulatory compliance risks,
necessitating sophisticated internal governance and compliance frameworks.

Enhanced Eligibility Standards

The 2026 Regulation significantly raises entry and operational standards also within the broking industry. Applicants for
registration are now required to demonstrate a minimum of the two years’ experience in trading or dealing in securities, replacing
the earlier requirement of unspecified prior experience with specific requirement. This change reflects SEBI's intent to
professionalise the sector and reduce risks arising from inexperienced market participants.

Governance & Residency Norms

The new regulations have also strengthened the governance requirements. Every broking firm is now required to have at least
one designated director who is resident in India for a minimum of 182 days in a financial year. This ensures oversight, regulatory
accessibility, and accountability within India. Existing brokers have been granted a six-month window from the date of notification
to comply with this requirement.

Expanded Disclosure obligation

The scope of mandatory disclosure to SEBI has been expanded via 2026 Regulations. Brokers are now required to promptly
report material changes, including changes in control, designated directors, key managerial personnel, compliance officers, firm
name & registered office, net worth falling below prescribed limits, and failure to meet fit & proper criteria. This strengthens
transparency and allows the early regulatory intervention.

Record Retention period

The record-keeping period has been extended from 5 years to 8 years, enabling deeper audits, more effective investigations, and
improved post-event scrutiny.

Fraud Detection & Whistle Blower Framework

Brokers are now required to establish systems to detect, prevent, and report fraud or suspicious activity by clients, employees, or
any other authorised/unauthorised persons. Half-yearly reports on flagged activity and remedial actions are mandatory, and a
written whistle-blower policy with confidential reporting channels is now compulsory.

Collectively, these changes raise compliance costs and governance expectations but significantly strengthen investor protection,
market confidence, and regulatory effectiveness. Brokers will need robust internal controls, legal oversight, and compliance
infrastructure to operate effectively under the new regime of 2026.

The Investors grievance Redressal timelines remain unchanged, with brokers required to resolve complaints within 21 calendar
days. However, the enhanced compliance, disclosure, and reporting framework increases accountability for delays and failures.
By mandating proactive fraud detection systems and whistle-blowers mechanisms,
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SEBI has shifted the regulatory approach from a reactive enforcement to preventive compliance. This reflects the broader policy
objectives of safeguarding market integrity and deterring misconduct at an early stage.

Financial Thresholds, Prohibitions, & Enforcement Architecture

The 2026 Regulations clearly define activities that brokers are prohibited from undertaking. These include running schemes
offering guaranteed or indicative returns, operating unauthorised collective instrument or portfolio management schemes, and
accepting cash from clients in any form.

Financial thresholds have also been revised:

e Minimum net worth of Rs 1 Crore for trading members,

e Minimum net worth of Rs50 Crore for professional clearing members.

The penalty framework has been updated, with interest on delayed fee payments now charged at 15 per month, replacing the
earlier annualised model. This aligns penalties more closely with actual periods of non-compliance.

SEBI has ensured that the repeal of 1992 Regulations does not disrupt the market functioning. As the existing registrations
remains valid, and ongoing regulatory actions continue seamlessly under the new framework. This reflects regulatory maturity
and provides certainty to intermediaries and investors alike.

Conclusion

The SEBI (Stock Brokers) Regulations, 2026 represents a fundamental re-engineering of India’s broking regulatory architecture.
By consolidating obligations, enabling regulated diversification, raising professional standards, and strengthening compliance
and enforcement mechanisms, SEBI has modernised broker regulation in line with contemporary market realities. The framework
balances innovation with discipline and growth with investor protection. Its success will depend upon on effective implementation,
inter-regulatory coordination, and the willingness of brokers to internalise governance and compliance as core operational
priorities rather than mere regulatory formalities.

Author’s view

The SEBI (Stock Brokers) Regulations, 2026 marks a clear shift from a legacy regulatory framework to a consolidated regime
better aligned with the realities of India’'s modern securities market. By permitting stock brokers to undertake other regulated
financial activities while also strengthening governance and compliance requirements, SEBI has sought to balance operational
flexibility with enhances accountability.
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