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List of abbreviations used

AMRUT Atal Mission for Rejuvenation and Urban Transformation SFA Sinking Fund Account

CRA Credit Rating Agency SGrB Sovereign Green Bond

DFI Development Finance Institution STP Sewage Treatment Plant

DPR Detailed Project Report ULB Urban Local Body

DSR Debt Service Requirement USD United States Dollar

DSRA Debt Service Reserve Account WTP Water Treatment Plant

ESG Environmental, Social and Governance YoY Year-on-Year 

FY Financial Year

G-Sec Government Security

IDF Infrastructure Development Fund

IPA Interest Payment Account

MAHUA Ministry of Housing and Urban Affairs

MC Municipal Corporation

NaBFID National Bank for Financing Infrastructure and Development

PPP Public Private Partnership 

RBI Reserve Bank of India

RE Renewable Energy

SDL State Development Loan

SEBI Securities and Exchange Board of India
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Issuer readiness materially narrows the investible universe: While the underlying project opportunity is 
substantial, municipalities with adequate credit quality, proper financial disclosures, repayment visibility, project 
preparation and transaction readiness will be the ones who can access the capital market in a sustainable 
manner. As a result, market-access filters will materially reduce the investible issuer universe despite the broader 
infrastructure requirement. 

Executive Summary

Green municipal bonds are gaining 

traction, with cumulative issuances of 

~Rs. 1,550 crore since FY2021 and 

nearly half of FY2026 municipal bond 

issuances being green.

Despite this progress, green municipal 

bonds represented only 24% of 

municipal bond value and 28% of 

issuance volume over the last decade, 

indicating substantial headroom for 

growth.

Availability of eligible green projects is unlikely to be the key bottleneck: Water supply, sewerage and 
wastewater treatment, solid waste management, renewable energy and climate-resilient infrastructure are 
integral to municipal service-delivery mandates and substantially overlap with recognised green-finance 
categories. Therefore, the underlying availability of eligible projects is unlikely to be the primary constraint on 
the development of the green municipal bond market.

Large urban infrastructure financing requirement creates a sizeable funding pool: ICRA estimates India’s urban 
infrastructure investment requirement at around Rs. 56 lakh crore over FY2027-FY2030 (excluding affordable 
housing). While budgetary support, scheme-linked grants and municipal own resources are expected to remain 
the principal funding sources, nearly Rs. 3 lakh crore may require commercial-debt financing, highlighting the 
potential role of municipal and green municipal bond issuances. This underscores the need for broader 
mobilisation of long-tenor institutional capital.

Investor appetite is evident; supply-side constraints remain the key challenge: Recent green municipal bond 
transactions witnessed healthy oversubscription levels (average ~5x) and continue to offer a visible yield 
premium over sovereign (80-190 bps) and state benchmarks (45-155 bps). These trends indicate that investor 
appetite for municipal green finance is developing, while supply-side constraints remain a more significant 
impediment for market expansion than capital availability.

Policy support and market-development initiatives are gradually addressing supply-side barriers: Dedicated 
green bond frameworks, fiscal incentives, issuer handholding, transaction-support mechanisms and evolving 
issuance structures are improving issuer preparedness and execution capability. As these initiatives broaden the 
pool of bond-suitable municipalities, ICRA estimates a base-case green municipal bond issuance potential of ~Rs. 
10,000 crore over FY2027-FY2030, with further upside as issuer readiness improves.

Click to see full report

https://www.icra.in/Home/ViewFullReport?ReportType=Research&AuthKey=c4efeda6-e123-4650-8607-c168457e9fb3
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Market Context
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Analytical Contact Details

Name Designation Email Contact Number

Anupama Reddy Vice-President and Group Head anupama.reddy@icraindia.com +91 40 6939 6427

Suprio Banerjee Vice-President and Co-Group Head supriob@icraindia.com +91 22 6114 3443

Ritu Goswami Vice-President and Sector Head ritu.goswami@icraindia.com +91 124 4545 826
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Business Development/Media Contact Details

Name Designation Email Contact Number

L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304

Sai Krishna Head - Research Sales and Investor Connect sai.krishna1@icraindia.com 9840774883

Rohit Gupta Head Business Development – Infrastructure Sector rohitg@icraindia.com 0124-4545340

Vivek Bhalla Head Business Development – Financial Sector vivek.bhalla@icraindia.com 022-61693372

Vinita Baid Head Business Development – East vinita.baid@icraindia.com 033-65216801

Shivam Bhatia Head Business Development – Corporate Sector – North & South shivam.bhatia@icraindia.com 0124-4545803

Sanket Kulkarni Head Business Development – Corporate Sector – West sanket.kulkarni@icraindia.com 022-6169 3365

Naznin Prodhani Head - Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has 

been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular, 

makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of 

its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be 

inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of 

opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents. 
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Thank You!
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