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Dear Investors and Advisors,

As the year comes to an end, we at Edelweiss Asset Management want to make sure that we end it on a high! As some of you may already 

know, Edelweiss AMC won the mandate earlier this year, from the Government of India (GOI) to manage an Exchange Traded Fund (ETF) 

which will invest in bonds of public sector companies. The approval from the Union Cabinet came only last week as shared in a press 

conference by the Honorable Finance Minister. In the past too, the GOI has successfully used the ETF route to divest its stake in CPSEs, and 

this ETF is intended to channelize bond issuance.

We all know, and this has been increasingly evident and highlighted over the last year, that the corporate bond market is s�ll nascent.   

Par�cipa�on in the bond market is mostly dominated by ins�tu�onal investors, with negligible individual investor par�cipa�on because of 

difficulty to access, low liquidity, and limited awareness. The concerns around credit over the last year, have added to this hesita�on, and 

as a result, par�cipa�on is dominated by fixed deposits. We do believe Bond ETFs can play an important role by bringing high quality 

borrowers and investors together, thus deepening retail par�cipa�on in the Corporate Bond Market.

What is a Bond ETF and why does it ma�er to an investor?  Bond ETFs, as the name suggests, are passive funds which are traded on the 

exchange throughout the day and invest in bonds just like conven�onal Bond Mutual Funds. Their cost is significantly low compared to 

ac�ve managed debt funds with expense ra�os as low as 0.0005% for Bharat Bond ETF. Like Equity ETFs, these Bond ETFs closely track an 

index allowing investors to buy or sell as needed.  

The Bharat Bond ETF being launched by Edelweiss AMC, is a defined maturity ETF, a unique structure created to give investors predictable 

returns that they seek in the fixed income.   It will invest in AAA rated public sector bonds, with two op�ons – a 3 year & 10 year maturity 

(April 2023 and April 2030). Both op�ons will hold bonds maturing on or before the defined maturity date, giving investors the comfort 

that if they hold �ll maturity, they should get a yield close to the one indicated by the index at the outset.  This help address the interest rate 

risk for maturity holding investors. 

Furthermore, since Bharat Bond ETF will only invests  in bonds of CPSEs/ CPSU/ PFI and other government owned en��es, credit risk is 

rela�vely minimal, an important part of fixed income inves�ng. Finally, the ETF structure lends the benefit of low cost, transparency 

because of the index (with daily values and holdings declared on the website), and tax efficiency (because of the benefit of capital gains 

with indexa�on over 3 years).  The ETF structure also ensures adequate liquidity as being traded on exchange and even market makers are 

appointed to inject addi�onal layer of liquidity. 

We do believe, as many reviews have indicated earlier, that Bharat Bond ETF is a one of its kind fixed income offering for investors – a way to 

par�cipate in India's best public sector bonds at a star�ng size of Rs 1000.  It has the predictability and structure of a bond, the trading and 

liquidity of a stock, the diversifica�on of an MF, and the low cost of an ETF.  At Re 1 cost to manage Rs 2 lakh, it's also the lowest cost MF in 

India, and one of the lowest cost debt funds in the world.

Globally, debt ETFs have been very popular, actually a�rac�ng more money than equity ETFs last year. With the launch of the NFO on 

December 12 to December 20, 2019, we look forward to terrific retail par�cipa�on in this important ini�a�ve from GOI. We are also 

delighted and feel proud to be the AMC bringing this to the markets. For more informa�on or ques�ons – please consult your financial 

advisor, or touch base with know more about Bharat Bond ETF by visi�ng www.BHARATBond.in

Happy inves�ng.

Regards,

Radhika


