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ABSTRACT:  As India's bond market has grown, investors have more investment 

possibilities and can transfer cash more readily. Recent regulatory changes and infrastructure 

improvements have resulted in a more accessible, liquid, and open fixed-income market. SBI 

Mutual Fund is critical in today's changing world because it provides investors with a 

diversified range of debt programs that deliver consistent returns, low volatility, and risk-

managed bond exposure. The company's expertise in duration management and credit 

research helps investors manage credit risks and interest rate changes. The paper looks into 

how the bond market's expansion benefits economic prosperity and how SBI Mutual Fund 

assists investors in identifying new chances in this area. Overall, the findings indicate that 

fixed-income investments are becoming increasingly important for the long-term creation of 

balanced wealth. 
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1. INTRODUCTION 

Bond market growth is being driven by regulatory reforms, digitalization, and growing global 

integration. This allows investors to diversify their holdings, get stable income, and perhaps 

see their wealth rise. 

Consider a large infrastructure corporation that plans to build a new highway. This is a 

massive undertaking that will require a significant financial investment. The corporation is 

not interested in giving up ownership by issuing more shares or relying entirely on bank 

financing. Instead, it issues bonds. 

This is the same as borrowing money from investors. It promises to repay the principal at a 

later date and pay interest on a regular basis in exchange. The Indian bond market functions 

thanks to its simple structure. 

The bond market is an important part of the country's financial system since it connects 

individuals who need money with those who want to make safe investments. 

In India's structured bond market, governments, corporations, and public sector organizations 

can raise funds by selling bonds. Individuals usually use the capital to build products, grow 

their businesses, or improve their infrastructure. 

When you buy a bond, you must pay the issuer money for a set period of time. In addition to 

regular interest payments, when the bond matures, you will receive a return on your initial 

investment. 
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Individuals understand that bonds are stable and provide predictable returns. They can help 

you earn a consistent income while lowering the overall risk of your financial portfolio. 

Furthermore, your investment contributes significantly to the country's economic and 

industrial growth. 

The growth of the bond market is an important factor in strengthening a country's financial 

system. It accomplishes this by improving market efficiency, fostering economic stability, 

and boosting access to long-term capital. Bond markets become stronger, clearer, and deeper 

as technology speeds up trade and settlement, and rules develop. This upgrade not only 

guarantees that critical sectors receive continuous funding, but it also promotes economic 

growth by providing the government and businesses with the resources they require. A strong 

bond market encourages competition in the financial system, reduces reliance on banks, and 

facilitates currency transfers. 

These changes offer investors a greater range of options with different return profiles, risk 

levels, and maturities. As markets mature, investors gain access to more trustworthy 

information, liquidity, and effective decision-making tools. This provides the opportunity for 

constant, regular income, market volatility protection, and increased diversification. The 

expansion of thematic, sustainable, and corporate bond offerings has allowed investors to 

ensure that their portfolios align with both their financial goals and their social and 

environmental beliefs. In the end, a strong bond market lowers risk and allows investors to 

participate in economic progress. 

 

2. LITERATURE SURVEY 

Karmakar, S. (2023).  This essay looks into the tactics for deepening the government bond 

market and the issues that may arise, with a focus on emerging markets. Rapid trading 

platforms, transparent issuing frameworks, and increasing participation all contribute to a 

deeper market, according to the author. According to the report, vast marketplaces make it 

easier to locate lower pricing, reduce financing expenses, and improve fiscal management. 

Structured concerns, such as a lack of secondary market liquidity and a small number of 

investors, continue to stymie growth. The essay spends a large amount of time looking into 

how institutional investors, such as insurance and pension funds, contribute to long-term 

demand. It demonstrates the value of developing technologies in the market's infrastructure.  

Forest, J. J. (2023).  By analyzing trading activity patterns in the corporate bond market, this 

paper highlights the challenges caused by reduced liquidity and pricing transparency. The 

author proposes using the "SAD" paradigm (size, activity, and dispersion) to discover market 

inefficiencies. The data show that most bonds are not traded due to a lack of liquidity. As a 

result of this fragmentation, doing business gets more costly and valuing commodities 

becomes more difficult. The paper uses a large amount of trading data to support the 

continued decline in secondary market activity. The paper also investigates how legislative 

changes and constraints on merchant balance sheets affect market behavior. In stressful 

situations, investors may struggle to determine what constitutes a fair price.  
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Park, C. Y. (2025).  By analyzing trading activity patterns in the corporate bond market, this 

paper highlights the challenges caused by reduced liquidity and pricing transparency. The 

author proposes using the "SAD" paradigm (size, activity, and dispersion) to discover market 

inefficiencies. The data show that most bonds are not traded due to a lack of liquidity. As a 

result of this fragmentation, doing business gets more costly and valuing commodities 

becomes more difficult. The paper uses a large amount of trading data to support the 

continued decline in secondary market activity. The paper also investigates how legislative 

changes and constraints on merchant balance sheets affect market behavior. In stressful 

situations, investors may struggle to determine what constitutes a fair price.  

Ocampo, J. A. (2025).  This paper investigates the relationship between the growth of 

nonbank financial institutions (NBFIs) in developing nations and the evolution of local 

currency bond markets. According to the author, the expansion of pension funds, mutual 

funds, and insurance firms is one of the key causes driving up interest in purchasing local 

currency bonds. Because bond markets are liquid and deep, NBFIs are better suited to 

manage long-term loans. The paper demonstrates that the growth of NBFIs and the market 

are mutually beneficial. Nonetheless, the increased authority of NBFIs exacerbates regulators' 

challenges in carrying out their tasks and increases the risk of systemic concerns. The paper 

emphasizes the importance of a wide range of investment methods and strong supervision 

structures. Empirical evidence indicates that economies with a higher number of institutional 

investors are more stable.  

 

3. TYPES OF BOND MARKETS 

 
Numerous divisions of the Indian bond market are tailored to the needs of both issuers and 

investors. India has multiple bond markets.  

Government Bond Market 

To fund infrastructure projects and budget deficits, the federal and state governments issue 

government bonds. These bonds, also known as G-Secs, are regarded as the most secure or 

risk-free investments because to the government's full support. Investors are guaranteed to 

receive their money back on time when the bond expires, as well as regular interest payments 

(which normally range from 7% to 10%, depending on the bond type). These associations 

might last for two to forty years. The most common types of government bonds include 

fixed-rate bonds, floating-rate bonds, sovereign gold bonds, inflation-indexed bonds, 7.75% 

GOI savings bonds, zero-coupon bonds, and others.  

Corporate Debt Market or Bond Market 



Journal of Management Excellence 
ISSN: 3108-2815 | Volume 2 Issue 1 January-March 2026 

www.jme-journal.com JME-52 

DOI: https://doi.org/10.5281/zenodo.19412748 

 
_________________________________________________________________________________ 
 

 
 

This is an open access article under the creative commons license 
   https://creativecommons.org/licenses/by-nc-nd/4.0/ 
  

Page | 437 

Businesses issue corporate bonds to raise finance for a variety of goals, including debt 

refinancing, expansion, and acquisitions. These bonds have a fluctuating credit grade and risk 

based on the issuing company's financial stability and the industry's future. Corporate bonds 

have higher interest rates than government bonds because corporations take on more risk 

when issuing them. To make informed investment decisions, corporate bond buyers must 

consider market conditions, financial statements, and credit ratings. In recent years, India's 

corporate bond market has grown significantly. This is the result of both regulatory changes 

and an increase in the number of people interested in buying fixed-income securities. 

Municipal Bond Market 

The municipal bond market consists of bonds issued by local governments, municipalities, 

and metropolitan local bodies to fund public infrastructure projects such as schools, hospitals, 

roads, and bridges. Investors can save money on taxes by investing in municipal bonds, as the 

interest income is usually tax free. Regardless of its young, India's municipal bond market 

has the potential to grow. Furthermore, it may facilitate the financing of local government 

programs while also providing a chance for people seeking tax-efficient returns to participate. 

Infrastructure Bond Market 

The infrastructure bond market focuses on bonds issued by infrastructure firms and special 

purpose vehicles (SPVs) to fund the construction of infrastructure such as power plants, 

highways, ports, and airports. Infrastructure bonds are critical for securing long-term finance 

for infrastructure projects, which promotes economic growth and prosperity. Investors assess 

the project's viability, the regulations governing it, and the credit risk to determine the 

possible profit and likelihood of infrastructure bonds. Investors can participate in the 

country's infrastructure development story and diversify their assets through India's 

infrastructure bond market. 

Green Bond Market 

The green bond market consists of bonds issued to fund ecologically beneficial projects and 

initiatives that promote renewable energy, combat climate change, and safeguard the 

environment. The Climate Bonds Initiative (CBI) and the Green Bond Principles (GBP) are 

international principles and criteria that green bonds must follow. These rules and regulations 

ensure that the bonds are transparent, accountable, and measurable in terms of impact. To 

encourage sustainable investing, green bond investors stress environmental, social, and 

governance (ESG) considerations when evaluating project eligibility, impact measurements, 

and reporting requirements. The green bond market in India is expanding as a result of 

increased public awareness of environmental issues, government assistance, and investors' 

desire to engage in sustainable initiatives. 

High-Yield Bond Market 

The green bond market consists of bonds issued to fund ecologically beneficial projects and 

initiatives that promote renewable energy, combat climate change, and safeguard the 

environment. The Climate Bonds Initiative (CBI) and the Green Bond Principles (GBP) are 

international principles and criteria that green bonds must follow. These rules and regulations 

ensure that the bonds are transparent, accountable, and measurable in terms of impact. To 
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encourage sustainable investing, green bond investors stress environmental, social, and 

governance (ESG) considerations when evaluating project eligibility, impact measurements, 

and reporting requirements. The green bond market in India is expanding as a result of 

increased public awareness of environmental issues, government assistance, and investors' 

desire to engage in sustainable initiatives. 

Convertible Bond Market 

In the convertible bond market, bondholders can exchange their bonds for a set number of 

shares of the issuing company's common stock. Convertible bonds offer investors a fixed-

income feature that protects them from losses while also allowing them to share in any equity 

profits. These bonds are frequently issued by businesses looking to expand and acquire cash 

without jeopardizing their current shareholders or incurring extra debt. Investors in 

convertible bonds assess the investment's attractiveness and risk by looking at the conversion 

terms, bond value, and premiums for converting shares. The Indian convertible bond market 

allows investors to gain exposure to both equities and fixed-income assets in a single 

investment. 

 

4. DATA ANALYSIS AND INTERPRETATION 

SBI BOND MARKET – CATEGORY-WISE AUM GROWTH 

 

 
INTERPRETATION: The findings show that AUM has been rapidly expanding across all 

debt categories. For instance, liquid funds rose from ₹55,200 crore in FY21 to ₹71,091.78 

crore in FY25. This means that investors will continue to choose projects with low risk and 

high liquidity. In addition, funding for Low Duration, Ultra Short Duration, and Short-Term 

Debt has been steadily expanding. The revenue has risen from ₹11,250 crore to ₹16,746.15 

crore, ₹9,800 crore to ₹14,505.33 crore, and ₹13,200 crore to ₹17,716.50 crore. This shows 

that there is a higher demand for securities with short maturities. Higher-yield segments, 

including Corporate Bond Funds (₹18,500 to ₹24,935.90 crore) and Credit Risk Funds 
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(₹1,350 to ₹2,182.37 crore), continue to rise consistently. The value of Dynamic Bond Funds 

has barely increased from ₹3,600 to ₹4,707.20 crore, indicating that investors are primarily 

considering duration-based strategies. 

Year Return Trend of Major Bond Schemes (%) 

 

 
INTERPRETATION: The data show that returns in the majority of loan categories are 

increasing in a consistent manner. For example, between FY21 and FY25, the rates of liquid, 

ultra-short, low-duration, and short-term debt funds rose from around 4%-5% to 7.01%, 

7.36%, 7.61%, and 7.92%, respectively. Credit Risk Funds with a higher level of risk 

performed best, with returns increasing from 6.8% to 8.8%. Furthermore, Dynamic Bond 

Funds' steady increase from 5.7% to 7.92% demonstrated the usefulness of enhanced duration 

management. The Corporate Bond Fund is the sole outlier. It progressively rises until FY24, 

when it declines dramatically to 0.91% in FY25. This could indicate that the market is under 

pressure, that credit is being revalued, or that there is a reporting error. 

SBI Bond Schemes – FY-wise Volatility Index (Risk Score 1–10) 
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INTERPRETATION: The results show that risk assessments are steadily growing across 

the board. By FY25, Liquid, Ultra Short, and Low Duration Funds will have stabilized at 

moderate risk levels (ratings 3-4), making them slightly more vulnerable to changes in short-

term interest rates. In fiscal year 2021, corporate bonds, dynamic bond funds, and short-term 

debt all received ratings of 4-6. They were given a rating of 5-7 in fiscal year 2025. This is 

due to the longer term of the funds and the increased volatility of the market. Credit risk 

funds have consistently been the most risky type of investment, with a risk rating of 6 to 8. 

This implies that there are still credit quality difficulties and a larger default risk compared to 

other types of debt. 

 

5. CONCLUSION 

A strong and balanced financial system requires a well-developed bond market to enable 

long-term economic growth. As a result of new technologies, increased liquidity, stronger 

credit systems, and stricter regulations, markets grow more transparent, effective, and user-

friendly. These changes strengthen the economy's financial structure while also benefiting 

issuers by lowering financing costs and increasing funding sources. A strong bond market 

offers investors a wider selection of options, steady income, and better risk management. 

When new bond kinds, such as corporate, ecological, and theme bonds, are introduced, 

investors can tailor their portfolios to meet their financial and environmental objectives. 

Finally, improving the bond market creates genuine, long-term prospects for a wide range of 

investors and boosts economic stability. 
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