
Tax Free Bonds - Public Issue

Five entities have been authorized for issuance of Tax Free Bond issue, during FY 2011-12 and the issuers raised
more than 28,000 Cr. The CBDT has authorized 10 issuers to raise 53,500 for FY 2012-13. These issuers have
been raising funds through private placement and are soon coming out with public issue.

Tax free status
The Central government, in exercise of its powers conferred under Section 10 (15) (iv) (h) of the Income tax
Act, 1961, has authorized the above entities to issue tax-free, secured, redeemable, non-convertible bonds of an
aggregate amount of Rs. 53,500 Crore during the FY 2012-13. *
The interest income on these bonds is tax exempt

Features
 Tenure: Choice of 10 years and 15 years
Proposed to be listed on NSE and BSE**
 No lock-in period**
 Secured issue
 Either in Demat or Physical form
 PAN is Mandatory

Who Can Invest**
Retail Individual Investors (RIIs)
Qualified Institutional Buyers (QIBs)
Corporates
High Net worth Individuals (HNIs)

*as per CBDT Circular dated 6th November 2012 for tax free bonds.
** for exact details refer individual tranche prospectus of respective issuers
***   Average G Sec yields taken for two weeks ending 16th November 2012, if the final prospectus is filed in last week of November, the average rate 
for two weeks ending 23rd November 2012 will be taken.

Disclaimer  continued in next page

Performance of public issues of FY 2011-12
• During FY 2011-12 five public sector entities came

out with public issue of tax free bonds and the
bonds are listed on exchanges.

• All the five issues of tax free bonds are trading at a
premium on the exchanges

• A portfolio of with equal allocation in all 5 bonds
would have yielded 4.5% in price gain

• The following table shows the absolute total post
tax gains (Tax free coupon, accrued interest and
Capital Gains) for the different bonds
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# The performance is measured up to 7th November, 2012. All prices taken from exchange platforms. Tax is assumed at 30.90%. No of days of investments 
assumes 30 days of investment to allotment.

Coupon on the bonds***
The CBDT notification provides for method of
determining cap on the coupons on the issue.
Current average 10 year G-Sec Yield*: 8.19 % semi
annual or 8.36 % annual
Therefore, the coupon at an upper caps arrive to

#

Retail Individual investors

10 Years 15 Years 20 Yrs

AAA and AA+ Rated 7.71% 7.88% 7.91%

AA Rated and below 7.86% 8.03% 8.06%

QIBs, Corporates and HNIs

10 Years 15 Years 20 Yrs

AAA and AA+ Rated 7.21% 7.38% 7.41%

AA Rated and below 7.36% 7.53% 7.56%

Advantages
The bonds are issued by good rated central PSU’s 
and are considered very safe.
Interest earned is Tax exempt
No cap on amount of investment eligible for tax 
benefits
Can be sold in secondary  market without any lock-
in period
Listed securities

Issuers for FY 2013f India (NHAI)
Indian Railway Finance Corporation (IRFC)
India Infrastructure Finance Company Limited (IIFCL)
Housing and Urban Development Corporation HUDCO)
National Housing Bank (NHB)
Power Finance Corporation (PFC)
Rural Electrification Corporation (REC)
Jawaharlal Nehru Port Trust
Dredging Corporation of India
Ennore Port Limited
National Highway Authority of India (NHAI)



Disclaimer

This document is issued by SBI Capital Markets Limited (“SBICAP”) for general information purposes only, without
regard to specific objectives, suitability, financial situations and needs of any particular person and does not
constitute any recommendation, and should not be construed as an offer to sell or the solicitation of an offer to
buy, purchase or subscribe to any securities mentioned therein, and neither this presentation nor anything
contained herein shall form the basis of or be relied upon in connection with any contract or commitment
whatsoever. This presentation does not solicit any action based on the material contained herein. Nothing in this
presentation is intended by SBICAP to be construed as legal, accounting or tax advice. Past performance is not a
guide for future performance. Forward-looking statements are not predictions and may be subject to change
without notice. Actual results may differ materially from these forward-looking statements due to various factors.
This presentation and opinion, if any, contained herein have been prepared by SBICAP based upon information
available to the public and sources, believed to be reliable. Though utmost care has been taken to ensure its
accuracy, no representation or warranty, express or implied is made that it is accurate, authentic, fair, correct or
complete. SBICAP has reviewed the presentation and, in so far as it includes current or historical information, it is
believed to be reliable, although its accuracy, authenticity, correctness, fairness and completeness cannot be
guaranteed. This presentation has not been approved and will or may not be reviewed or approved by any statutory
or regulatory authority in India or by any Stock Exchange in India. This presentation may not be all inclusive and may
not contain all of the information that the recipient may consider material. This presentation and information
contained herein or any part of it does not constitute or purport to constitute investment advice in publicly
accessible media and should not be printed, reproduced, transmitted, sold, distributed or published by the recipient
without the prior written approval from SBICAP.

The securities considered in this presentation have not been, and will not be, registered under the US Securities Act
1933 (“U.S. Securities Act”) or the securities laws of any state or other jurisdiction in the United States and may not
be offered or sold, directly or indirectly, within the United States or to, or for the account or benefit of, "U.S.
Persons" (as defined in Regulation S under the U.S. Securities Act), except pursuant to an exemption from or in a
transaction not subject to registration requirements of the U.S. Securities Act and applicable state securities laws.
The distribution of this presentation in other jurisdictions may be restricted by law, and persons into whose
possession this presentation comes should inform themselves about, and observe, any such restrictions. Neither
SBICAP and its affiliates, nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise
from or in connection with the use of this presentation. This presentation may contain confidential, proprietary
and/or legally privileged information and it must be kept confidential by the recipient. Further, no representation or
warranty, expressed or implied, is made or given by or on behalf of SBICAP or its affiliates, nor any person who
controls it or any director, officer, employee, advisor or agent of it, or affiliate of any such person or such persons as
to the accuracy, authenticity, completeness or fairness of the information or opinions contained in this presentation
and SBICAP or its affiliates or such persons do not accept any responsibility or liability for any such information or
opinions and therefore, any liability or responsibility is expressly disclaimed.

This document is issued by SBI Capital Markets Limited without any liability / undertaking / commitment on the part
of itself or State Bank of India or any other entity in the State Bank Group, except where it is explicitly stated.
Further, in case of any commitment on behalf of State Bank of India or any other entity in the State Bank
Group, such commitment is valid only when separately confirmed by that entity.


