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CIRCULAR
f397: ¥R} glayfadl 7 arger qidersl (318 Bragy) 7 vagloe

Sub: Exposure to Forward Contracts in Government Securities (Bond

Forwards).

1. SEIIRINTSME @ HmdsT & dHifed, foxd iR Faw s fafam, 2024 Taeeh
ARCR URUH & ST 3 % URT 1.8 B (3) B SIIAR STHIGAISH B SHTol & SIaH J §a1d
DR o (1T FHRId YR o Sudl <ATe &R SiRdfesd o 91 Yalarsdl & U H SAfd
CIRIERS

i, 9T9el eR IRR (O SRUT);

i, S G SHGAl-SGIAl (XAU) (SHTSIHRTH) AT

i, fafg cTaid STt aR e (3MEIRUp) |

2. URdA Rod dF (SREtems) 3 g & # yRdg Roid d6 (@Rert ufayfadt &
JrIal Sfaan) Fewr, 2025 IR fd €1 39 o=l & ofdvid as fafAfes fovar man g fos TR-
G STANTEHAl & T 8 Filferd b ST o ol o dis W1 U Waiagal & &9 8
WHR Tfayfaat @€ Brdgy) & arar Saarstt & aed - o fore o= gt

3. Iudad e SR 7S Brdsy URH & & forg diAmepdiel ¥ ura SrRief &l
&I o TG gU SHTharan &) 3T gRT TSRS TNTS (@ Hbdisl & SiHifehed, fax ik
o= o) fafam, 2024 o1 S 111 & TS 13 & Sfavia FHafaRad Tal & st sama-
HA & YA & e gaiadrsti & U § 9 HBided H d-- &+ & o SfgAfd gf STt
&

i. SISl die Bragy H dhad fmg & fyfadl @ difsrer) sl af
Wday Wie Taeh B & He;

i.  gforg oIaur & fo 91 Brdgd & 3gHfd T8l §;

iii. STl MRS ((HGAIsT & SHifhs, fad ok Fawr &) fafam,
2024 et Arex uRua & 31 3 & T 1.8 & (1Y o dh) & Iuael 3riq
aeh srdemsfl, aRaiep, SHide Sifaw veY ifd 3R ufshar, Iugeddr 8k
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3ferer ifa, FRURE SR quT W & YfeT iR e o2 Sikafesy
& fore feifa <1l &1 SruTe &,

iv. SIS SN &R d-GT &R BRRI o forg Fuiia Ruid o ey foamg! snur
R §7€ By H A-cH! & ol ail;

v. S OHg 99 R YRR S Bided & forg okl fd T 3Retems
eI BT U S,

vi.  SHTRdl JHY-THY TR YT e SR iR a9k & gttt 3nfe &
ey T YR fad 3 HgT R SR el T8 (TS THIAS Y) §RT SIRT
ford T ufarer et fa=mfAd=i &1 srured H3)

Tg URUF e MGR & SfHIG 9 SR} fasa Sirar g

1. As per para 1.8 a (A) of Chapter 3 of the Master Circular on IRDAI (Actuarial,
Finance and Investment Functions of Insurers) Regulations,2024 insurers are allowed

as users with following types of Rupee Interest Rate Derives to hedge the interest rate

risk:
i. Forward Rate Agreements (FRAS);
i. Interest Rate Swaps (IRS) and
iii. Exchange Traded Interest Rate Futures (IRF).
2. RBI has recently issued Reserve Bank of India (Forward Contracts in

Government Securities) Directions,2025. Under these directions, it is specified that
any entity, eligible to be classified as a non-retail user shall be eligible to undertake
transactions in Forward Contracts in Government Securities (Bond Forwards) as a

user.

3. In view of the above directions and considering insurers requests for
introduction of Bond Forwards, insurers are hereby permitted under clause 13 of
Schedule IlIl of IRDAI (Actuarial, Finance and Investment Functions of Insurers)
Regulations,2024 to undertake transactions in Bond Forwards as users for hedging

purpose subject to the following conditions:

i. Insurers shall undertake only long positions in Bond Forwards i.e. buying
Bond Forwards;

ii. Bond Forwards are not permitted for ULIP business;
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ii. Insurers shall comply with provisions of paras 1.8 a (C to J) of Chapter 3 of
the Master Circular on IRDAI (Actuarial, Finance and Investment Functions
of Insurers) Regulations,2024 i.e conditions of Permitted Purpose,
Regulatory Exposure and Prudential norms, Documentation Requirements,
Accounting, Internal Risk Management Policy & Process, Suitability and
Appropriateness Policy, Corporate Governance and CRO role &
responsibilities prescribed for Interest Rate Derivatives;

iv. Insurers shall report the transactions in the Bond Forwards on quarterly
basis in line with reports stipulated for Interest Rate Forward Rate
Agreements.

v. Insurers shall comply with RBI directions issued for Bond Forwards as

amended from time to time;

vi. Insurers shall comply with Operational Guidelines issued by Fixed Income
Money Market and Dealers Association of India(FIMMDA) with respect to
settlement basis and market conventions etc., as amended from time to

time.

This circular is issued with approval of the Competent Authority.

Bdl. / Sd./-
(S dH T[T/ Ammu Venkataramana)
(HeTUd YD /| General Manager)
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