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ABSTRACT 

India's ample renewable energy resources have led the country to create substantial progress in renewable energy project adoption with special focus on solar power 

wind energy and hydropower implementation. Financing projects presents the major obstacle for these ventures.Green bonds together with Green Masala bonds 

present modern funding options which help sustainability and development progression. 

 Indian Rupee-denominated Green Masala bonds remain a variant form of green bonds which focus on attracting investors across the globe. The bonds foster 

sustainable energy evolution and simultaneously bring international capital to renewable projects while providing alternative funding sources that decrease overall 

project financing costs. This paper discusses how green bonds together with Green Masala bonds serve as instruments to fund renewable energy projects throughout 

India. This paper details how these financial instruments guide capital toward clean energy projects by reviewing issuing regulations and studying both positive 

and negative aspects of their expanding market in India. India can reach its low-carbon economy objectives while achieving renewable energy targets through 

developing green financing mechanisms which address climate change issues. 
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INTRODUCTION: 

India established a challenging target to establish 500 GW of non-fossil fuel energy capacity during the current decade. Magnificent financial resources 

are essential to reach these targets. The traditional financial systems fail to succeed because they present multiple high expenses and numerous risk 

variables. Green bonds function as the leading financial instrument that draws domestic and international investors toward renewable energy investments. 

 Green offer environmental advantages. This product provides investors with the chance to back sustainable projects together with lucrative monetary 

outcomes. Fund utilization through these bonds operates under multiple international regulations together with national requirements that promote both 

transparency and financial accountability.  

SolidMasala Bonds represent a category of green financings which have their base currency as Rupees and get distributed in foreign marketplaces. Indian 

issuers can access global capital without currency exchange problems through this financial instrument. The International Finance Corporation (IFC) 

released its inaugural Green Masala Bond during 2015 which subsequently created a pattern for green financial instruments in India. 

OBJECTIVES 

1.To understand the concept of Green Bonds and Green Masala Bonds:  

2.To Analyze the role of Green Bonds in India’s renewable energy transition  

3.To Investigate the significance of Green Masala Bonds for India  
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4.To Examine the challenges and opportunities:  

Review of literature: 

1. PROF. RENU JATANA s DR. MEHJABEEN (2020) “ AN ANALYTICAL STUDY OF IFC’s GREEN MASALA BONDS”. The Green 

Masala Bonds issued by IFC use rupee-valued financial instruments. The offshore market enables issuers to distribute foreign-denominated 

instruments that draw investment capital from international sources for funding Indian projects. eco-friendly projects in India. In 2015, IFC 

raised about The initial Green Masala Bond from IFC enabled investors to obtain $49.2 million which they put into a green bond at YES Bank 

for renewable energy projects. renewable energy projects, mainly solar and wind. The financing enabled projects composed of 12 wind 

facilities (723.1 MW) and 34 solar facilities (2010 MW) which prevented the release of many millions of tons of CO₂, SO₂ and NOₓ emissions 

and decreased fossil fuel dependency while supplying enough renewable energy for one million homes yearly.  

2. PROF. VIBIN KRISHNAN.R (2024) “ IMPACT OF MASALA BOND ON INDIAN INFRASTRUCTURE COMPANIES” The instrument 

Masala Bonds provides domestic firms within India with the ability to obtain funds in foreign currency while using the Indian rupee as their 

denomination. avoiding currency risk. NHAI NTPC and HDFC are among major companies that have utilized Masala Bonds to fund their 

infrastructure development projects. Highways together with renewable energy projects and residential development make up the investments 

enabled by Masala Bonds. The bonds enable companies to connect with international markets and spread their funding sources and reduce 

their dependence on national banks while investors need to manage currency fluctuations and find liquidity. These instruments function as 

fundamental infrastructure growth supporters for the development of India's infrastructure.  

3.  DR.SMT. MAHANANDA.B (201G) “ MAHANANDA PUBLICATUONS ON MASALA BONDS” Indian enterprises use Masala Bonds 

to obtain foreign capital denominated in rupees which transfers currency risks to bond investors. India uses these bonds to fulfill its 

environmental objectives of emission reduction along with renewable energy expansion. Major firms including IFC, NTPC and HDFC issue 

these bonds through which they obtain investments from international participants at attractive rates. Indian infrastructure together with climate 

resilience undergoes enhancement while earning competitive returns from such financing methods which enable diversification among funding 

sources. 

4. UDAY VEER SINGH (2024) This paper focuses on methods to quicken the expansion of green bonds. The green bond market in India shows 

positive development yet it remains insufficient as it represents 3.8% of the domestic corporate bond market size. The market faces resistance 

from high borrowing rates as well as insufficient clear green taxonomy standards alongside restrictions on foreign investment and insufficient 

fiscal incentives. The market expansion stays limited because of insufficient tax-based support and unclear standards. 

5. VINOD KALA s VIVEK GARG (2015) ISSUE PAPER: GREEN BONDS IN INDIA. The financial tools appeared in 2015 as instruments 

that provide eco-friendly projects with sustainable and inexpensive funding sources. infrastructure. The Indian market benefits from green 

bonds by drawing foreign investment while meeting its climate objectives even though it faces difficulties with high rates and currency 

fluctuations and inconsistent worldwide guidelines. The growth of green bonds in India depends heavily on government assistance along with 

proper regulations and investors becoming aware of these bonds. journey toward sustainable development.  

6. SYAMELADEVI CHALLA s DR A. KANAKADURGA ( 2016) RUPEE DENOMINATED BONDS( MASALA BONDS) The financial 

market uses green bonds to gather funding specific for sustainable projects including renewable energy infrastructure development. These 

financial tools entered the market as a new option in 2015 which enables India to reach its climate targets through private funding. Since 2016 

SEBI has regulated the issuance of green bonds which present participants access to low-cost capital through long-term financing options. 

These instruments perform an essential part in India's sustainability journey despite facing barriers from considerable hedging expenses and 

environmental deception concerns. 

CASE STUDY 

Case Study: NTPC Green Masala Bonds (2016) 

NTPC issued its INR 2,000 crore green masala bonds through the London Stock Exchange during August 2016. This deal established a pivotal step 

forward for Indian green financing programs because it integrated green bond elements with overseas rupee-denominated masala bonds.  

Objective: The main purpose was to fund solar and wind energy infrastructure that would help India meet its objective to create 175 GW of renewable 

energy capacity by 2022. NTPC demonstrated through its green masala bond issuance how creative financial tools can draw international funds dedicated 

to green power transformation while creating guidelines for future bond issuances. 

Contribution to Renewable Energy Financing  

1.Green bonds enable big capital flows which reduces conventional financing needs 

2. The interest rates provided by these bonds compete favorably against conventional loan rates and thus provide lower capital prices.  

3. Green Masala Bonds serve as a tool to strengthen fund availability because they offer foreign investors entry into global capital markets.  
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4. The bonds signal robust renewable energy policy backing to boost market confidence that leads private companies to participate in the sector 

Advantages of Green Bonds in Financing Renewable Energy Projects in India: 

1.Attracting Capital for Sustainable Projects: 

Attracting Capital for Sustainable Projects: Green Bonds serve as a designated funding mechanism which enables developers to obtain financing for solar 

wind hydro electricity projects specifically. Such financing instruments help fill the funding void for this specific type of project development. 

2.Support for India’s Renewable Energy Targets: 

The backing of India’s renewable energy targets comes from: The country seeks to achieve renewable energy targets at a scale of 500 GW by 2030. Green 

bond solutions function as a major financing mechanism Public sector goals for renewable energy deployment benefit from the private sector investment 

mechanisms that satisfy the funding needs of significant green power projects.  

3. Diversification of Investor Base: 

The instruments are able to draw investors from three key groups: environmentally-aware institutional investors and green-focused international funds 

together with impact investors. The wider selection of financing capital allows renewable energy projects to obtain funding from new sources. 

4. Lower Cost of Capital: 

The increasing demand for green bonds leads to favorable interest rate conditions because investors view them positively. demand for green investments. 

Lower financing costs for renewable energy projects become feasible because of this option which brings reduced expenses 

5. Market Growth and Reputation: 

The market in India shows growing importance of environmental sustainability so green bond issuance helps improve reputation for issuers. The improved 

image of the issuer through green bond issuance leads to increased investor interest as well as better brand recognition in the market. 

6.Mitigating Climate Change 

The Paris Agreement protocols of international climate action are executed by India through these stated commitments.  

7.Transparency and Accountability:  

The requirement for issuers to present clear reports about how project funds are used exists to confirm that money goes toward initiatives with ecological 

advantages. 

The application and expansion of Green Bonds alongside Green Masala Bonds for financing renewable energy projects in India faces important 

implementation and growth obstacles. 

These challenges can affect the effectiveness of these instruments in achieving the country’s renewable energy targets. Below are the key challenges 

faced: 

1. Lack of Standardized Guidelines: Standardized criteria for “green” projects remain missing across green bond markets which  represents a primary 

market barrier. Ranging entities find it difficult to determine specific markers which identify a project as green. The absence of standardized definitions 

in green bonds enables funding of fictitious environmental initiatives. Inadequate environmental results from investment projects stimulate investors to 

question the legitimacy of green bonds. A better structured framework of green bond regulation must develop within India to establish appropriate market 

standards. Inadequate standard regulations about green-bond issuance makes it hard for investors to confirm these investment products' accountability 

and operational efficiency.  

2. Limited Awareness and Market Development: Few potential issuers both in small businesses and renewable energy developer categories show low 

awareness about green bonds as funding instruments because they lack experience in bond issuance. The reduced market potential for green bonds exists 

in India because of these factors. The Indian green bond market remains underdeveloped because issuing these bonds is not practiced extensively across 

the nation as it is done in more mature financial systems. Market immaturity reduces both investor interest in addition to market liquidity. 

3. High Issuance Costs: The establishment of green bonds requires additional financing expenses because third-party verifications and reporting and 

operating costs connected to maintaining transparency. maintaining transparency. Smaller renewable projects along with companies might face elevated 

financing expenses that make traditional methods more suitable than green bonds.  

4. Lack of Investor Demand: The demand for green bonds remains lower than international standards in India despite increasing popularity at a worldwide 

level. Investors require better understanding about green bonds and sustainable project returns to boost their interest in sustainable investments. The lower 

yield rates of green bonds do not meet the yield expectations of certain investor types because they offer less return than traditional bond investments. 

Investors who favor conventional investment yields do not add to the market of potential green bond buyers because they seek better returns. buyers. 

5. Risk Perception and Creditworthiness: The risk element of renewable energy projects generates doubts among investors because these projects 

experience delays and technological uncertainties and regulatory challenges. hurdles. The risks bundled with green bonds cause market participants to be 

cautious about their transactions particularly when the bond issuer shows unconfirmed financial reliability. A poor system of credit ratings for green bond 
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issuers within India prevents some investors from participating. The lack of suitable credit ratings assessments creates difficulties for investors to measure 

the dangers they assume when financing green bonds. 

Opportunities and Future Outlook 

1. The adoption of green bonds receives additional backing through government incentives combined with regulatory frameworks. 

2.  . Relief in financial attractiveness emerges through blended finance models which get integrated in green bond structures. 

3.   Partnerships between the public sector and private entities together with financial institutions enable quicker adoption of green bonds through 

mutual cooperation.  

4. . The expansion of the Green Bond Market depends on market mechanism improvements and investor confidence enhancement which leads 

to more issuances and investments. 

Conclusion 

Green Bonds together with Green Masala Bonds represent a vital financing tool for renewable energy initiatives in India but their complete potential can 

only be achieved by resolving issues related to regulatory uncertainty along with limited awareness and high issuance costs and currency risks. The 

adoption of financial instruments for renewable energy goals in India will advance by improving regulations along with increasing investor education 

while developing the markets. 

To achieve their maximum potential Indian renewable energy project funding requires addressing regulatory instability combined with general 

unawareness alongside elevated issuance fees and currency exchange issues.  

 


