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EXECUTIVE SUMMARY 

 

o Banks can now issue Perpetual Debt Instruments overseas and 

Rupee Denominated Bonds for financing affordable housing and 

infrastructure 

o In cases of hedging mandated by RBI, both principal and coupon 

should be covered and the hedge should start from the day the 

liability is created in books. Minimum Tenor of the hedge should be 

atleast 1 year. Natural hedge shall be permitted in only certain 

scenarios. 

o Foreign Portfolio Investors are now permitted to invest in unlisted 

corporate debt securities and Securitised Debt Instruments subject 

to certain conditions. 

o Revised Insurance Regulations have been issued which are effective 

from December, 2015. – 

o RBI approvals are no longer required for issuing any insurance 

policy in foreign exchange. Insurance premium could be paid in 

INR even if the settlement happens in foreign currency.  

o Residents outside India can pay premium in foreign currency and 

receive settlement in Indian currency.  

o Residents going abroad can pay health Insurance premium in 

INR.  

o Insurance companies no longer have to submit quarterly reports 

to RBI. 

o Sectoral cap for FDI in pension funds has been changed. Now 49% 

investment is allowed under automatic route subject to certain 

conditions. Earlier investment up to 26% was allowed under 

automatic route and Government approval was required for 

investment up to 49%. 
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1. Issuance of Rupee Denominated Bonds overseas  

 

Indian banks are now permitted, within the overall limit for foreign investment 

in corporate bonds of INR 244,323 crore, to issue: 

a. Perpetual Debt instruments (PDI) qualifying for inclusion as Additional Tier 

I capital and debt capital instruments qualifying for inclusion as Tier 2 

capital, by way of Rupee Denominated Bonds Overseas; and 

b. Long term Rupee Denominated Bonds overseas for financing infrastructure 

and affordable housing 

 

2. External Commercial Borrowings (ECB) – Clarifications on hedging  

 

a. Coverage: Wherever hedging has been mandated by RBI, the ECB borrower 

will be required to cover principal as well as coupon through financial 

hedges. The financial hedge should start from the day the liability is created 

in the books of the borrower. 

b. Tenor and rollover: Minimum Tenor of the financial hedge should be atleast 

1 year with periodic rollover to ensure that the ECB is not unhedged at any 

point during the currency of ECB. 

c. Natural Hedge: Natural hedge, in lieu of financial hedge, will be considered 

only to the extent of offsetting projected cash flows / revenues in matching 

currency, net of all other projected outflows. For this purpose, an ECB may 

be considered naturally hedged if the offsetting exposure has the 

maturity/cash flow within the same accounting year. Any other 

arrangements/ structures, where revenues are indexed to foreign currency 

will not be considered as natural hedge. 

 

3. Investments by Foreign portfolio Investors (FPI) in corporate debt securities 

 

a. Investment basket of eligible instruments for investments by FPIs under the 

corporate route is expanded to include: 

i. Unlisted corporate debt securities in the form of NCDs/bonds issued by 

public or private companies subject to minimum residual maturity of 3 

years with end use-restriction on investment in real estate business, 

capital market and purchase of land. The custodian banks of FPIs shall 

ensure compliance with this condition.  
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ii. Securitised debt instruments: 

 Any certificate or instrument issued by a special purpose vehicle set 

up for securitisation of assets where banks, FIs or NBFCs are 

originators; and/or 

 Any certificate or instrument issued and listed in terms of the SEBI 

Regulations on Public Offer and Listing of Securitised Debt 

Instruments, 2008. 

The above instruments shall not be subject to the minimum 3 year 

residual maturity requirement. 

b. Investment by FPIs in the above instruments shall not exceed INR 35,000 

crore within the extant investment limits of INR 2,44,323 crore.  
 

4. Changes in memorandum of General and Health Insurance 
 

a. All general/health insurance policies permitted by IRDAI are allowed to be 

placed in foreign exchange. No RBI permission is required for 

issuance/renewal of any insurance policy.  

b. Payment of insurance premium in foreign currency by an Indian Resident 

is no longer required irrespective of currency for settlement of claim.  

c. Residents outside India may obtain general/health insurance policy on 

payment of insurance premium in foreign currency irrespective of currency 

for settlement of claim. However, if the premium is paid in INR, settlement 

of claim will be in INR.  

d. Resident going abroad for employment purpose may also take health 

insurance policy on payment of premium in INR.  

e. Claims settlement under cashless international health insurance policies to 

hospitals providing treatment or through Third Party Administrator 

arrangements allowed.  
 

5. Change in sectoral cap for FDI in pension sector 
 

a. As per extant provisions in Foreign Exchange Management (Transfer or 

Issue of Security by a Person Resident outside India) Regulations, 49% FDI 

is permitted in Pension Sector wherein up to 26% investment was allowed 

under automatic route and government approval was required for 

investments beyond 26%. 
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b. Regulations have now been amended to allow 49% FDI in pension sector 

under automatic route subject to the following conditions – 

i. The foreign investment is allowed as per Pension Fund Regulatory and 

Development Authority (PFRDA) Act, 2013. 

ii. Investments brought in as Equity shares, preference shares, or 

convertible securities shall obtain registration from PFRDA and 

comply with PFRDA Rules. 

iii. Indian Pension fund should ensure that its ownership and control 

remains at all times in the hands of resident Indian entities. 
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