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From Bonds to Banks:

The Ripple Effects of
India’s Rating Upgrade
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India’s Sovereign Upgrade:
What It Means for Markets, Borrowers, and Investors

When Standard & Poor's (S&P) upgraded India’s sovereign credit rating for the
first time in 18 years, the reaction was immediate. Bond yields slipped,
optimism surged, and the upgrade was hailed as a long-awaited recognition
of India’'s economic resilience. But while the headlines were celebratory, the
real story is deeper, one that stretches from government finances to
corporate borrowing costs, and even down to the choices retail investors

make in their portfolios.
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What Are Sovereign Ratings and Why
Do They Matter?

Think of a sovereign rating as a credit score for an entire nation. Just as a
good credit score helps an individual borrow at lower interest rates, a higher
sovereign rating reduces borrowing costs for a country.

These ratings are issued by global agencies such as S&P, Moody's, and Fitch.
A strong rating signals lower risk, encouraging international investors to lend
at a cheaper rate than before. A weak rating suggests higher risk, which forces
governments, companies, and even banks in that country to pay more to
access capital.

In other words, India’s rating upgrade isn't just about the government’s
borrowing bill. It sets the tone for the entire debt market.

India’s Sovereign Ratings Journey

India’s relationship with sovereign ratings has seen both upgrades and long

periods of stagnation. The last time the country received a positive rating
action was in 2007, almost two decades ago. That long gap makes the 2025
upgrade especially meaningful.
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Here's how India’s ratings have evolved since the late 1990s across major
agencies:

India’s Sovereign Credit Rating (1998-2025)

Moody’s

June 1998

October 1998
March 2000
November 2001
February 2003

January 2004
February 2005

August 2006

January 2007

November 2017

June 2020

August 2025

(upgrade)

*speculative grade

The takeaway is clear: while India has steadily grown into a $4 trillion
economy, its sovereign rating hasn't reflected that progress. The latest move
by S&P helps narrow that gap.



F JIRAAF

Powered by Al Growth

The Immediate Market Reaction

Markets moved quickly after the announcement. The 10-year Indian
government bond yield fell by nearly 10 basis points on the news. That
might sound small, but in the bond market, such a drop is significant. It
signaled that investors expect India's borrowing costs to ease and had
renewed faith in the country’s fiscal outlook.

That said, yields didn't stay down for long. They have since stabilized around
6.5%, as markets wait for clarity on the U.S. Federal Reserve's rate cut cycle.
The adjustment underlines a key point: while a sovereign upgrade is powerful,
global monetary policy remains an equally strong force in shaping India’s

bond market.
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Beyond Sovereign Debt:
Transmission to Financial Institutions

The upgrade wasn't just good news for the government. Soon after S&P’s
action, the agency also upgraded 10 Indian financial institutions, including
large banks and infrastructure lenders.

Why does this matter? Because banks and NBFCs raise funds in both
domestic and global markets. With a better rating, they can borrow more
cheaply. Over time, this benefit can flow down into lower loan rates for
companies and households.

So while the headlines focus on government debt, the real economic impact
often begins with financial institutions, the conduits through which cheaper

capital spreads across the economy.
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How It Shapes the Corporate Bond Market

The sovereign rating acts as a benchmark for the entire debt market.
Investors typically price corporate bonds at a spread over government

securities. When G-sec yields move lower, the baseline cost of debt across the
economy shifts.

But here's the nuance:

& ol

Short-term: Don't expect an Long-term: As India’s sovereign
overnight re-rating of corporate risk premium narrows, highly rated
bonds. Investors will still assess corporates and financial institutions

firm-specific risks. should see cheaper borrowing costs.

Likely beneficiaries include:

=

Banks and NBFCs: Many already Infrastructure and utilities: Capital-
saw ratings lifted with the sovereign, intensive sectors to benefit from
lowering cost of capital. cheaper borrowing.

e
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Export-oriented firms: Easier and more affordable access to
offshore markets improves competitiveness.
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Just like a personal credit score takes time to impact the loans you get, this
sovereign upgrade will take time to filter through. But the direction is clear:
borrowing will get cheaper across segments.

What It Means for Retail Investors

For retail investors, especially those exploring bonds through new-age
platforms, the implications are subtle but essential:

@ A stronger sovereign rating boosts confidence in debt markets
as an investment class.

_ Falling G-sec yields create pressure on fixed deposits, nudging
=%
investors to consider higher-yielding corporate bonds.

% Upgrades to banks and NBFCs expand the pool of relatively safer
=" debt options available to individuals.

This doesn't mean overnight windfalls, but it does create a more attractive
environment for long-term fixed-income investing.
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Why This Upgrade Matters Beyond Symbolism

India today is the fourth-largest economy by nominal GDP and the
third-largest by purchasing power parity (PPP). Yet for years, its sovereign
rating sat closer to the lower end of the investment-grade spectrum.

This upgrade finally aligns the country’s “credit profile” more closely with its
economic heft. It also reflects:

] &>

Improved fiscal discipline Structural reforms

2

Resilience to geopolitical shocks

It is not just recognition of progress, but also an incentive for India to maintain

momentum.




F JIRAAF

Powered by Al Growth

The Bigger Picture: Why Sovereign Ratings
Have Deep Repercussions

A sovereign upgrade is more than a headlineg; it alters the financial ecosystem
in ways that unfold over years:

e Government borrowing: cheaper financing for fiscal programs and
infrastructure as perceived risk reduces.

e Financial institutions: lower cost of capital for banks, NBFCs, and
development finance institutions.

e Corporate debt: stronger investor appetite, especially from foreign
players.

e Global capital flows: more weight for India in emerging market bond
indices, opening the door for billions in passive inflows.

In short, sovereign ratings may appear technical, but they shape the cost of
money that underpins everything from highways to home loans.
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Final Word

S&P’s upgrade is India's first sovereign credit improvement in nearly two
decades. The immediate cheer in bond markets was clear, but the more
meaningful benefits will unfold slowly as cheaper capital filters through
banks, corporates, and eventually into households.

Like a personal credit score, the actual test lies ahead; will India continue to

strengthen its fiscal position, push reforms, and sustain growth? If it does, this
upgrade won't just be a one-off milestone. It could mark the beginning of
India stepping into its rightful place in global debt markets.
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Expert Views

Why India's 10-Year Bond Yield Matters Today

The 10-year government bond yield may fly under the radar,
but it reflects market sentiment—capturing inflation
expectations, RBI policy shifts, borrowing trends, and fund
flows; it offers clear signals for investors and borrowers alike.

How to Calculate Bond Yield: A Guide

Bond yield shows actual earnings based on purchase price.
Learn to compute current yield and YTM. Armed with this
insight, investors can compare fixed-income options and

make informed decisions.

Understanding Your Credit Score

Your credit score reflects financial trustworthiness. Higher
scores unlock better loan terms. Improve it by paying on
time, managing utilization, diversifying credit, and
minimizing inquiries—leading to faster approvals and
lower interest rates.



https://www.jiraaf.com/blogs/bond-insights/10-year-govt-bond-yield-india
https://www.jiraaf.com/blogs/bond-insights/how-to-calculate-bond-yield
https://www.jiraaf.com/blogs/personal-finance/what-is-credit-score-and-how-to-improve-it
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Jiraaf in the News

Trump Tariffs Hit India’'s Economy

US tariffs on Indian exports—up to 50%—threaten key
sectors like textiles, gems, and electronics, potentially
denting GDP, straining equities, and elevating debt
costs. However, India’'s domestic resilience offers partial
cushioning.

Bonds Cushion Volatility, Free Your Portfolio

Bonds act as an anchor amid equity volatility—providing
stable income, preserving capital, and smoothing
investment journeys. Craft a thoughtful bond allocation
to balance yield, quality, and long-term financial
freedom.

Bonds: Ideal Stability for Older Investors

For seniors seeking dependable income with low risk,
bonds—especially G-secs and investment-grade
corporate bonds offer predictability, safety, and periodic
payouts, making them a core choice during retirement
years.



https://economictimes.indiatimes.com/markets/bonds/trumps-tariffs-hit-india-what-it-means-for-gdp-debt-and-equity-markets/articleshow/123020582.cms
https://m.economictimes.com/markets/bonds/set-your-portfolio-free-using-bonds-to-escape-the-shackles-of-market-volatility/amp_articleshow/123316962.cms
https://m.dailyhunt.in/news/india/english/veritas+reputation-epaper-dh08583469ec1d47d5a2442ee577254b6f/golden+years+golden+returns+why+bonds+are+ideal+for+senior+investors-newsid-dh08583469ec1d47d5a2442ee577254b6f_da401dc07dab11f08ffb80eace04981d?sm=Y
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Download the Jiraaf App

Thank you!

DISCLAIMER

Investments in debt securities/municipal debt securities/securitized debt
instruments are subject to risks including delay and/ or default in payment.
Read all the offer-related documents carefully.

Trading Member

Jiraaf Platform Private Limited

CIN No. Ue5120KA2021PTC149273

SEBI Registration Number (Stock Broker): INZ0O00315538
NSE Member ID- Debt Segment: 90355

Registered Address: No. 371, St. Johns Hospital Road, Santoshpuram,
Koramangala 3rd Block, Bangalore South, KA - 560034
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