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India's Debt Market: A New Era of Global Investment 
 

 

Executive Summary: 
 
In recent years, India’s government bond market has undergone a significant transformation, culminating in its inclusion in some 
of the world’s most prominent global debt indices. This watershed moment is expected to reshape foreign portfolio investment 
(FPI) flows into India, bringing the country's sovereign debt closer to the global mainstream. 

 JP Morgan’s Government Bond Index–Emerging Markets (GBI-EM): JP Morgan began the inclusion process for 
Indian government bonds in its GBI-EM indices on June 28, 2024. The inclusion was completed in Mar-25 with India’s 
weight at 10% (maximum possible weight for a country in the index).  

 Bloomberg’s EM Local Currency Government Index: Bloomberg has also added Indian FAR (Fully Accessible 
Route) government bonds to its EM Local Currency Government Index in a staggered process over ten months 
beginning January 31, 2025. Once fully phased, India’s bonds are expected to account for up to 10% of the index, 
positioning India as a key emerging market alongside China and South Korea in this global benchmark. 

 FTSE Russell’s Emerging Markets Government Bond Index (EMGBI): Starting Sep-25, FTSE Russell will include 
Indian government bonds, specifically those classified as Fully Accessible Route (FAR) eligible into its EMGBI and 
related Asian bond indices. The inclusion will be phased over six months, and India’s allocation is projected at around 
9-10% of the EMGBI by market value, making India the second-largest component after China. 

 
These collective developments signify a new era for India’s bond markets, underscoring the country’s increased integration into 
the global financial ecosystem and setting the stage for more robust foreign investor participation in Indian government debt.  
 

Global Bond Indices Inclusion Effect: 
 
The most prominent structural catalyst has been the announcement of India's inclusion into the JPMorgan GBI-EM Global Index 
suite in June 2024. 
 

 Following the JP Morgan inclusion announcement in September 2023, the monthly Debt FPI flows into India between 
September 2023 (announcement month) and June 2024 (inclusion month) averaged INR 11,500 crore. Notably, debt 
FPI flows consistently remained above their 3-month rolling average, with the exception of March and April 2024. The 
dip in flows during March and April 2024 was primarily driven by narrowing of India-US  yields spread amid shifting 
global sentiment. 
 

 
 
Source: NSDL. 
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 Even more strikingly, the combined FPI monthly flows into India over the three years prior to the September 2023 JPM 
Bond Index inclusion announcement totalled merely INR 49,000 crore. This figure contrasts sharply with INR 204,000 
crore recorded post the September 2023 inclusion announcement in the JPM EM Bond Index, reflecting an increase 
of over four times. 

 

 
Source: NSDL. 

 

 The total debt FPI flows are broadly categorized into two types: i) Fully Accessible Route (FAR) G-Secs and ii) 
Corporate bonds and other G-secs. FAR securities are those without capital controls by the Reserve Bank of India 
(RBI), allowing FPIs to invest freely in FAR G-secs without any investment limits. Our analysis indicates that between 
October 2023 and June 2025, FAR G-secs constituted over 90% of the total debt FPI flows into India, thus serving as 
the key driver behind the resurgence in debt flows in India. 

 

 
Source: CCIL. 

 

 In the prior quarter (April-June 2025), India experienced higher debt FPI outflows. This was primarily triggered by the 
sharply narrowing bond yield spread between India and the US, global economic and geopolitical uncertainties, and 
the resulting shift in global risk appetite from emerging market debt to safer Western bonds. The median 10yr 
government bond yield spread between India and US over last two decades was  4%, but currently it is significantly 
lower at 1.8%. 
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Source: Bloomberg, Investing.  

 

 
Our Take: 
 

 Index Inclusion Significance: The inclusion of Indian government bonds in prominent global debt indices, such 
as JP Morgan’s GBI-EM and Bloomberg’s EM Local Currency Government Index, marks a significant structural 
shift in India's bond market. 

 Post-Announcement Surge: Post-announcement of the JP Morgan inclusion in September 2023, debt FPI flows 
into India saw a remarkable increase, more than quadrupling compared to the preceding three years. 

 FAR G-Secs a Key Driver: Fully Accessible Route (FAR) G-Secs have been the primary driver of this resurgence, 
constituting over 90% of total debt FPI flows between October 2023 and June 2025. 

 External Headwinds: While the long-term outlook for FPI debt flows into India is positive due to these inclusions, 
external factors like narrowing yield spreads and global uncertainties can lead to temporary outflows. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

HDFC Tru is the Investment Advisory arm of HDFC Securities Ltd; SEBI Registration No: INA000011538. Website: www.hdfc-

tru.com, Email: tru@hdfcsec.com, Phone: +91 993020394  
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Disclaimer 

 
This communication is being sent by the Investment Advisory Group of HSL IA., registered under SEBI (Investment Advisors) Regulations, 2013 
under the Registration number INA000011538. 
 This note has been prepared exclusively for the benefit and internal use of the recipient and does not carry any right of reproduction or disclosure. 
Neither this note nor any of its contents maybe used for any other purpose without the prior written consent of HSL IA, Investment Advisory Group 
(HSL IA). In preparing this note, we have relied upon and assumed, without any independent verification, accuracy and completeness of all 
information available in public domain or from sources considered reliable.  This note contains certain assumptions and views, which HSL IA 
considers reasonable at this point in time, and which are subject to change. Computations adopted in this note are indicative and are based on 
current market prices and general market sentiment. No representation or warranty is given by HSL IA as to the achievement or reasonableness 
or completeness of any idea and/or assumptions. This note does not purport to contain all the information that the recipient may require. 
Recipients should not construe any of the contents herein as advice relating to business, financial, legal, taxation, or other matters and they are 
advised to consult their own business, financial, legal, taxation and other experts / advisors concerning the company regarding the 
appropriateness of investing in any securities or investment strategies discussed or recommended in this note and should understand that 
statements regarding future prospects may not be realized. It may be noted that investments in equity and equity-related securities involve a 
degree of risk and investors should not invest any funds unless they can afford to take the risk of losing their investment. Investors are advised 
to undertake necessary due diligence before making an investment decision. For making an investment decision, investors must rely on their 
own examination of the Company including the risks involved. Investors should note that income from investment in such securities, if any, may 
fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. Neither 
HSL IA nor any of its employees shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including 
lost profits arising in any way from the information contained in this material. This note does not constitute an offer for sale, or an invitation to 
subscribe for, or purchase equity shares or other assets or securities of the company and the information contained herein shall not form the 
basis of any contract. It is also not meant to be or to constitute any offer for any transaction. HSL IA and its affiliates, officers, directors, key 
managerial persons and employees, including persons involved in the preparation or issuance of this material may from time to time, have long 
or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein. HSL IA may at any time solicit or provide 
commercial banking, credit, advisory or other services to the issuer of any security referred to herein. Accordingly, information may be available 
to HSL IA, which is not reflected in this material, and HSL IA may have acted upon or used the information prior to, or immediately following its 
publication. 
 
HSL IA neither guarantees nor makes any representations or warranties, express or implied, with respect to the fairness, correctness, accuracy, 
adequacy, reasonableness, viability for any particular purpose or completeness of the information and opinions. Further, HSL IA disclaims all 
liability in relation to use of data or information used in this report which is sourced from third parties. 
 
Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the HSL IA team and all its 
activities are segregated from HSL IA activities. The proprietary desk operates independently, potentially leading to investment decisions that 
may deviate from research views. 
 
HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, 
Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066 
 
Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600 
 
For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400 
 
HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 
11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.: 
INA000011538; CIN - U67120MH2000PLC152193 
 
Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 
 
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing. 
 
Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the 
intermediary or provide any assurance of returns to investors. 
 
This information is for educational/information purposes only.  


