'Regulators give a big push!
to deepen corp bond mkt

CHRISTINATITUS
Mumbai, November 10

IN THE PAST couple of years,
the corporatebond market has
received a big push from regu-
lators. The Securities and
Exchange Board of India (Sebi)
has been opening up the mar-
ket for foreign players and
retail investors. It has been in
consultation with the Reserve
Bank of India (RBI) for prod-
ucts like bond derivatives, Sebi
Chairman Tuhin Kanta Pandey
said last week.

With the aim of making
bonds as accessible as equities,
Sebi is also trying to deepen the
market by making it more retail
investorfriendly.Recently,it has
proposedtoallowdebtissuersto
offer incentives, such as higher
coupon rates or discounts on
issue price, to certain categories
of investors in public issuances
of non-conveitible debentures.
Senior citizens, women,armed
forces personnel and retail sub-
scriberswill receive these sops,as
pera Sebi’s consultation paper.

“Thiswould encourageretail
participation in debt securities
while providing a fillip to the

number of public issuances in -

the debt market,” Sebi said. Ear-
lier, it cut the minimum invest-
ment size to 10,000 from ¥1
lakh. The emergence of online
bond platforms has further
improved retail participation.

“The new move focuses on
offering differential pricing
based on investor segments.
More than the development of
thebond market,ithelpsissuers
cater to such investor groups
through differentiated pricing,”
said A Balasubramanian, MD &
CEO, Aditya Birla Sun Life.

In the past decade, the cor-
porate bond market showed a
significant growth.India’s debt
market stood at 248 lakh
crore as of June, in which cor-
porate bonds accounted for
21.62%),a joint report by Crisil
Intelligence and ASSOCHAM
showed. On a yearly basis, the
market saw a 13% growth in
FY25.Thedailyaveragetrading
volume in the secondary mar-
ket grew three times to
14,073 croreinQ1FY26 com-
pared to 34,171 crore in FY16,
according to the report.

The corporate debt market
saw its strongest yearin FY25,
with companies raising around
%11 lakh crore, compared to
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%4.75 lakh crore in FY15,
according to Primedatabase.
“Limited awareness and
other challenges earlier held
back the bond market, but
improved policy and market
infrastructure have boosted
confidence and issuances.
Moreover, regulators have been
nudging corporates to move
towards marketborrowingthat
hasa positive impact on bond
issuances,’ said Bhushan Kedar,
director - fixed income
research, Crisil Intelligence.
The RBI has also become
moreproactivewhichis evident
from theannouncement of var-
ious regulatory measures in its

- October policy.The centralbank

proposed to remove the ceiling
onloansagainstcorporatedebt.
This will create a new wave of
interest among HNIs, family
offices, corporate treasuriesand
institutions, said experts.
Speaking at a recent event,
Pandeypointed out thatthe out-
standingbank credittoindustry
and services stands at ¥91 lakh
crore while outstanding corpo-
ratebondsare at ¥54 lakh crore,
highlighting a primary chal-
lengeanda great opportunity.

Still a long way to go

All these developments sug-
gest that regulators are going
handinhand to promote partic-
ipation in the corporate bond
market. However,expertsbelieve
thatalot more needs tobe done
toachieveanactivebond market
intermsofliquidityandbroader
investor participation.

“The bond market’s growth
remains limited because tax

structures fail to sufficiently’
incentivise broader investor|
tradmg activity, said Balasub- 5
ramanian.

Nilesh Shah, MD, Kotak;
MahindraAMC, highlightedthe
need for proper hedging mech-;
anisms.“Investorslackeffective
toolstohedgeinterest raterisks.
When rates fall, they gain from+
capital appreciation, but rising:
rates causelosses.”

He added that existingi
instruments like interest rate
futures, options and forward
rate agreements lack depth’
while limiting trading and risk-|
taking. Developing stronger:
hedging mechanisms is essen-
tialto encourage broader partic-
ipation and allow investors to
take morerisks.”

Secondary market liquidity
is still a concern, said experts..
“Liquidityin the corporatebond-
marketremains concentratedin |

AAA and AA+ rated papers,:

accounting for about 85% of
trading. Deeper repo markets

and market-making mecha-

nisms would help improve lig-

uidity and secondary market!
depth in lower-rated bonds,”

said Kedar. Having said that, it is

important to realise the credit
riskassociated with thesebonds

and understand the rationale

behind theratingbefore invest-

ing, he said.

Shah believes that whlle
India’s corporate bond market
is more advanced than most
emerging peers, it still lags
Western markets. “The goal is
to bridge this gap and reach
global standards, which is a
longwayto go.”



