
 

 

The Indian Market linked debenture (i.e. structured product) market 

witnessed an astounding rise in FY17 (refers to the period Apr 1 2016 

to date in 2017) as the issuances reached a size of Rs. 7,730 crore in 

FY17 as against Rs. 4,874 crore of issuances in FY16. The average 

monthly issuances have gone up to Rs. 600 crore in FY17 from 

around Rs. 300 crore in previous years. CARE Ratings expects the 

issuances to stay strong and reach Rs. 8,200 crore by Mar 31, 2017.  

This is primarily due to both demand and supply side expansion. The 

demand of MLDs grew on account of 1) higher participation from 

corporates in addition to existing HNIs, 2) increase in ticket size, 3) 

acceptance of MLDs with underlying other than Nifty (i.e. G-sec, 

Corporate bonds etc.) and 4) investors’ emphasis on downside 

protection in volatile market conditions. Whereas the supply side of 

market grew on the back of 1) rise in number of issuers and 2) 

increase in number of distributors. 

Source: CARE Ratings 

The moderate to low return on other investment avenues amid 

falling interest rate scenario have also helped MLDs in gaining 

growth momentum in FY17. The outstanding MLDs were at Rs. 

10,000 crore as of FY17 vis-a-vis Rs. 6,800 crore as on FY16. 

MLDs are of two types i.e. principal protected (PP-MLD) and non-

principal protected (NPP-MLD). The issuances in both the segments 

have been higher compared with last year. However, investor’s 

inclination towards downside protection in volatile market 

conditions supported PP-MLDs share which accounted for 84% of 

the total issuances in FY17. 
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Number of PP-MLD Issuances (i.e. term sheets) at 5 year high 

The number of PP-MLD issuances doubled in FY17 i.e. from 333 in FY16 to 712 in FY17. While the market continued to 

witness maximum number of issuances by Edelweiss i.e. around 359, followed by Reliance with 172 structures; new entrants 

like IIFL, Aspire and JM Financial also made their presence felt with 86, 10 and 5 issuances respectively.  

The average monthly issuances (i.e. number of term sheets) of Principal Protected-MLDs were 60 during FY17 with an 

average maturity of 2.77 years as against 28 issuances with an average maturity of 2.51 years in FY16.  

Number of PP-MLD Issuances at 5 year high  Issuer-wise number of PP-MLD Issuances 

  
Source: India’s Credit Rating Agencies websites  Source: India’s Credit Rating Agencies websites  

 

The Financial Year 2016-17 witnessed increased investors participation in PP-MLDs with different underlying such as G-sec, 

Portfolio of listed bonds, basket of stocks/stock etc. Issuers such as Reliance and Edelweiss issued PP-MLDs with G-sec 

underlying while IIFL issued PP-MLDs with Portfolio of listed bonds as underlying. This has resulted into a sharp rise in the 

share of PP-MLDs with “other than Nifty 50” underlying i.e. from 5% in FY16 to 20% in FY17. However, Nifty 50 continued to 

be preferred underlying for PP-MLDs issuances as about 80% of the issuances were linked to it. CARE Ratings observes that 

the PP-MLDs having fixed income/coupon payoff have gained prominence over the last 2 years as the market has remained 

volatile.  Also, along with that the moderate to low interest rate scenario has driven investors’ interest towards auto call 

structures as well wherein the money invested is returned with coupon to the client if a certain target is hit. 

Optimistic market sentiments, moderate to low interest rates regime and robust demand is expected to augur well for 

MLD market. CARE channel check suggests that led by strong demand, the MLD market may witness elevated issuances in 

FY18 along with entry of new issuers.   
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