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Domestic bond issuance to rise to Rs. 10.6 trillion in FY2025: ICRA

e Incremental total credit (bonds, non-food bank credit and CPs) expansion projected to moderate to Rs. 24.5
trillion in FY2025 from Rs. 25.4 trillion in FY2024

ICRA forecasts the incremental credit flow in the Indian economy from the domestic sources to moderate to Rs.
24.5 trillion in FY2025, from the all-time high achieved in FY2024. ICRA expects the non-food bank credit (NFBC) to
moderate slightly in FY2025 from the record-high seen in FY2024. However, bond issuances are expected to
increase further in FY2025. As the interest rates are likely to remain elevated in developed markets, the domestic
debt capital market would remain an attractive source of borrowings for large corporates.

Mr. Sachin Sachdeva, Vice President & Sector Head, ICRA said: “/ICRA expects the conditions for corporate bond
issuances to remain conducive for both the issuers and the investors in FY2025, which is likely to drive the bond
issuance to higher levels at Rs. 10.6 trillion in FY2025 from Rs. 10.2 trillion in FY2024. The corporate bond
outstanding is likely to increase to Rs. 50.3 trillion by end-March 2025, a YoY growth of 9.5%.”

Competitive funding conditions in domestic markets compared to developed markets meant that large corporates
tapped more domestic funding sources over the last two years. Strong demand for loans from retail borrowers and
non-bank finance companies (NBFCs) drove a significant portion of the incremental flow of credit from banks. This
resulted in the highest ever NFBC expansion of Rs. 22.3 trillion! in FY2024 far outpacing the incremental NFBC
expansion of Rs. 18.2 trillion recorded in FY2023.

The incremental credit flow was also supported by the all-time high corporate bond issuances of Rs. 10.2 trillion in
FY2024 (YoY +16.9%, refer exhibit 1), resulting in the stock of corporate bonds outstanding rising to an estimated
Rs. 46.0 trillion (+6.6% YoY) as on March 31, 2024, from Rs. 43.1 trillion as on March 31, 2023. Besides, the stock of
commercial papers (CPs) outstanding also rose by Rs. 0.4 trillion in FY2024 to Rs. 3.9 trillion as on March 31, 2024.
Cumulatively, these three sources accounted for Rs. 25.4 trillion of incremental credit flow in the domestic market,
an all-time high (refer exhibit 2).

The recent regulatory actions on unsecured retail loans, bank funding for NBFCs and tight liquidity in the banking
system may constrain the incremental credit growth of banks. However, the yield on Indian Government Bonds
(IGBs) is likely to remain range-bound, driven by demand from foreign portfolio flows upon inclusion of IGBs in
global indices. This shall improve the competitiveness of funding from debt capital markets vis a vis bank borrowing
and would drive up corporate bond issuances.

“Growth is expected to eventually taper off from these levels on the back of tight liquidity, even as the foreign flows
in IGBs will remain supportive for growth in corporate bond issuances. Accordingly, ICRA estimates incremental total
credit (bonds, non-food bank credit and CPs) expansion to dip to Rs. 24.5 trillion in FY2025,” Sachdeva added.

1Excluding impact of merger of HDFC Limited with HDFC bank
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Exhibit 1: Domestic Corporate Bond issuances
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Exhibit 2: Incremental credit flow from domestic sources of credit
30.0 - 100.0%
70.8% o4 245 0
25.0 4 63.4% 070 80.0%
5 jg.z X\ 31.4% B o
= : 40 40.0%
= 10.0 - 6.4 .
E 20.0%
% ool N /=
= 0.0%
T 00 . . . 0
o
5 5.0 - -20.0%
<
S 100 A -40.0%
5 150 1 -60.0%
k= -59.3%
-20.0 - -80.0%
FY2019 FY2020 FY2021 FY2022 FY2023 FY2024* FY2025P
mmmm Non-Food Bank Credit Bonds CPs Total Credit (YoY)

Source: RBI, ICRA Research; FY2024* — Excluding HDFC merger; P — projected

Click here to access our previous press releases.
For further information, please contact:

Media Contacts:

Naznin Prodhani Saheb Singh Chadda

Group - Head Corporate Communications and Media Relations Deputy Manager Corporate Communications and Media Relations
ICRA Ltd ICRA Ltd

Tel: + (91 124) 4545300, Dir - 4545860 Mob: +91- 9833669052

Email: naznin.prodhani@icraindia.com Email: saheb.chadda@icraindia.com

© Copyright, 2024 ICRA Limited. All Rights Reserved.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has been taken to
ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no representation

www.icra.in


https://www.icra.in/Media/MediaRelease
mailto:naznin.prodhani@icraindia.com

ICRA
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services companies as an independent and professional
investment Information and Credit Rating Agency. Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency Moody’s Investors Service is
ICRA’s largest shareholder.
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