/Bond street to see less
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Banks, NBFCs to stay top issuers; higher bank rates prompt shift to bonds

Gopika Gopakumar
gopika.g@htlive.com
MUMBAI

fteravolatile 2022, activity in
India’s corporate bond market
is expected to pick up this
year, led by banks and non-
bank lenders. Rising bond
yields, regulatory changesand global con-
ditions are expected to set the direction for
the bond market, even asmore borrowers
shift from the banking system to the bond
market due torising interest rates.

Indian companies sold bonds worth
' %5.67 trillion in April-December, com-
pared to36.34 trillion in the same period of
2021, and X748 trillion during all of FY20,
according to data from Prime Database.

While issuances are yet to rise to 2020
levels, market participants believe that it
will beless volatile than last year.

“We expect amoderate 10% increase in
issuance volumes in CY23 compared to
CY22. Therewill be lessratesvolatility, as
a large part of the rate hiking cycle is
behindus,” said Neeraj Gambhir, treasury
head, Axis Bank. “We expect relatively
higher activity from new issuers across
infrastructure, Reits and InVITs. In infra-
structure, there is likely to be more issu-
ance activity to refinance
mature road sector assets
which willbenefit from higher

amongretail investors as they offer higher
rates and smaller lot size.

“Subjectto continuous increase in bank
lending rateswith tight liquidity, weaken-
ing rupee and continuing dry spellsin off-
shore bond issuance and continuing nar-
rowspread between Fed and MPCrates, it
is difficult to maintain the bond market
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Rising bond yields and regulatory changes may set the direction for the bond market.
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Some NBFCs like Muthoot Fincorp,
Edelweiss Financial and IIFL Finance have
already lined up public bond issues, albeit
of smaller size. Edelweiss plans to raise
%400 crore while IIFL Finance plans to
raise X1,000 crore through public bond
salesthismonth. Still, the market is expect-
ing some impact on bond market activity
after HDFC Ltd—one of
India’sbiggestbondissuers—
completes its merger with
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inflation comes off as isbeing
widely anticipated,” Gambhir said.
Money market participants also expect
demand for listed bonds to rise this year
after the Securities and Exchange Board of
India (Sebi) reduced the face value of pri-
vately placed debt securities to X1lakh from
%10 lakh earlier. Despite this, publicbond
sales are expected to remain popular

rates within arange, and hence, bond yields
hasto goup further. Withnew Sebiregula-
tions kicking in from today, we can expect
smallerplayersto startissuinglisted bonds.
We can definitely expect bond market issu-
ancestoincrease thisyear,” said Venkata-
krishnan Srinivasan, founder and manag-
ing partner, Rockfort Fincorp.

asthey remain cautious amid

signs of a global economic slowdown.
“Thenet supply of corporate bond issuance
hasbeer flat April to October as compared to
the previousfiscal. Based on this data, it seems
corporate borrowersare issuing bonds toroll
over their existing liability rather than to grow
theirbalancessheet,” said Dhawal Dalal, CIO,
fixed income, Edelweiss Asset Management.



