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tions continue to prefer pri-
vate debt placements over
publicissuancesto fund devel-

I ndia’s municipal corpora-

' opment projects due to ease

and speed of execution, lower
compliance burden, and

greater control over investor °

selection.

Urban civic bodies raised
1,625 crore through private
placementsfrom 2020t0 2025
(tiH 13 June), while mobilising
X244 crore via publicissuances
duringthe period, accordingto
data from Prime database.
Indore Municipal Corporation
was the only onetoissue public
debtin 2023. Municipal bonds
are used to finance urban
development projects.

“Public issues demand
broader disclosuresand inves-
tor mobilization,” said Vishal
Goenka, co-founder of India-
Bonds. Private placements, said
Goenka, offer municipalities
greater control over pricing
and timing, making them the
preferred route in India’s
evolving debt ecosystem.

Amongrecent examples, the
Pimpri Chinchwad Municipal
Corporation and Greater
Chennai Corporation wentthe
private placementroute.

Municipal corporations in
Indiahave the potential toraise
around 328,000 crore in addi-
tional debt, accordingtoaFeb-
ruaryreportby CareEdge Rat-
ings. Experts said that public
issues of bonds, whether cor-
porate or municipal, typically
seelower volumes compared to
private placements due to the
longer timelines, regulatory

-

o

. compliance, and higher costs
. involved. .

However, they said that pub-
licissuesserveamuchbroader
purpose by providing issuers
with greater visibility, and ena-
bling accesstoawiderinvestor
base, including small retail
investors with ticket sizes as
lowas 10,000. 3
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tion is possible with stronger
issuer transparency, smaller
ticket sizes, and investor edu-
cation. Municipal bonds fund
local infrastructure—an emo-
tional, relatable story for retail
investors, he said.

“If issuers disclose timely
financials and structure pay-
ments securely, investor trust
improves,” said Goenka.

Recently, the Pimpri Chinchwad and Chennai municipal
corporations went the private placement route.
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“Indore’sgreen bond sawnota-
ble retail demand due to good
communication and a clear
project purpose.”

In June, Pimpri Chinch-
wad’s3200 crore greenbond-
rated AA+Stable-wasprivately
placed and oversubscribed
over five times ata 7.85% cou-
pon, before being listed on

required in private deals. In
addition, public issues target
retail investors rather than
institutional buyers. In con-
trast, private placements often
attractlong-term institutional
investorswhoare comfortable
with modest yields.

“Public issuance of bonds
involves complex documenta-
tion, Sebiapprovals, and higher

costs, which canbe dispropor-
tionate for smallerissuesizesof
%25-250 crore,” said Venkata-
krishnan Srinivasan, founder
and managing partner of finan-
cial advisory firm Rockfort Fin-
cap LLP. “Many municipalities
are first-time issuers and lack
theinternal capacity tomanage
retail engagement ormeet the
regulatory rigour of public
offerings.” :

Private placements with
institutional investors offer a
more predictable, efficient
route for timely project fund-
ing, he said.

While retail participationin
public issues could help dem-
ocratize municipal bond own-
ership, Srinivasan said the cur-
rent environment marked by
regulatory complexity, staffing
constraints within municipal
bodies, and risk aversion makes
private placement a safer,
faster, and practical route.

Greater Chennai Corpora-
tion (GCC) listed itsX200-crore
municipal bonds for an inte-
grated storm water drainage
project, The Hindu Business-
linereported on 26 May.

“Theintegrated stormwater
systems fall under capital pro-
jects, which are typically
funded through private place-
ments," M Birathiviraj, deputy
commissioner of revenue and
finance of GCC, told Mint over
the phone.

Birathiviraj said from an
investor’s point of view, the
focusismore on the repayment
capacity of the issuing institu-
tion. "If the institution is finan-
cially sound and the project is
viable, it becomes suitable for
private debt placement.”

For anextendedversion of the
story, visitlivemint.com




