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SIFs: The New Chapter in
Fixed Income Investing

India’s fixed income landscape has undergone a significant transformation over the
last decade. What was once a relatively straightforward journey—from fixed deposits
to debt mutual funds—has now evolved into a far more nuanced investment
ecosystem shaped by regulation, taxation, and changing investor expectations.

This shift has become especially visible after the tax changes introduced in April 2023,
which altered the attractiveness of several traditional debt-oriented products. As
indexation benefits were withdrawn for many debt mutual fund investments,
high-net-worth investors began reassessing how to balance yield, risk, liquidity, and
taxation in their portfolios. The result has been a growing interest in differentiated
strategies such as Alternative Investment Funds (AlFs), Portfolio Management
Services (PMS) and now, Specialized Investment Funds (SIFs).

How investor expectations have evolved

Historically, investors relied heavily on fixed deposits during the 1990s and early
2000s, prioritizing safety and predictable returns. Over time, debt mutual funds
emerged as a preferred avenue due to their relatively better tax efficiency and
flexibility.

However, the market environment changed meaningfully after a series of credit events
around 2018-19. These incidents prompted regulators to strengthen the mutual fund
framework through tighter disclosure standards, valuation norms, stress-testing
requirements, trustee oversight, and enhanced risk controls. The intent was clear:
improve transparency, investor protection, and risk management across the industry.
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While these reforms strengthened confidence in the ecosystem, taxation changes in
2023 created a new challenge. Debt-oriented investments that once benefited from
long-term capital gains taxation with indexation became taxable at slab rates,
reducing post-tax efficiency for many investors. Naturally, investors started exploring
alternate structures

The Rise of SIFs in the Investment Landscape

This evolving environment has created room for Specialized Investment Funds (SIFs) to
emerge as a middle ground between traditional mutual funds and investment vehicles
like AlFs or PMS offerings.

SIFs are designed for investors looking for differentiated strategies and greater
portfolio flexibility while still operating within a regulated framework. They aim to
address the growing demand for more sophisticated solutions without requiring
investors to fully transition into highly specialized or less accessible structures.

As market cycles become more complex and interest rate environments evolve rapidly,
investors increasingly require products that can adapt to changing opportunities

Regulation has Strengthened the Foundation

One of the most important developments behind this transition has been the
strengthening of India’s mutual fund regulatory ecosystem. Over the years, SEBI has
introduced multiple reforms aimed at enhancing transparency and investor
confidence.

Key developments included:

Enhanced disclosure norms

Tightened valuation frameworks

Segregated portfolios for stressed assets
Uniform valuation methodologies

Stress testing and reporting mechanisms
Restrictions on unrated and unlisted investments
Risk-o-meter enhancements

True-to-label investment principles

These reforms have gradually built a stronger and more resilient ecosystem, creating
the foundation for more evolved investment solutions like SIFs to gain relevance.
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Why SIFs may matter going forward?

Today’s investors are no longer looking only for traditional income generation. They are
seeking solutions that can potentially:

Navigate taxation changes efficiently

Capture opportunities across market segments
Manage risk dynamically

Deliver better diversification

Balance liquidity with return potential

This is where SIFs could play an increasingly important role. They represent a new
phase in the evolution of investing—one where investors are looking beyond
conventional debt products toward more adaptive and strategy-oriented frameworks.

As India’s investment landscape continues to mature, SIFs may emerge as an
important category for investors seeking the middle ground between the simplicity of
mutual funds and the sophistication of alternative investment structures.

Disclaimer

Note — Views provided above are based on information available in public domain and subject to change. Investors should not consider the same as investment
advice and requested to consult their financial advisor for any investment decision applicable to their investment appetite.

The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research,
investment recommendation or advice to any reader of this content to buy or sell any stocks / investments.

Document intended for distribution in Indian jurisdiction only and not for outside India or to NRIs. HSBC AMC will not be liable for any breach if accessed by
anyone outside India. For more details, visit Specialized Investment Funds - HSBC Asset Management India.

This document has been prepared by HSBC Asset Management (India) Private Limited (HSBC) for information purposes only with an intent to provide market
overview and should not be construed as an offer or solicitation of an offer for purchase of any of the funds of HSBC Mutual Fund. All information contained in
this document (including that sourced from third parties), is obtained from sources, which HSBC/ third party, believes to be reliable but which it has not been
independently verified by HSBC/ the third party. Further, HSBC/ the third party makes no guarantee, representation or warranty and accepts no responsibility or
liability as to the accuracy or completeness of such information. The information and opinions contained within the document are based upon publicly available
information and rates of taxation applicable at the time of publication, which are subject to change from time to time. Expressions of opinion are those of HSBC
only and are subject to change without any prior intimation or notice. It does not have regard to specific investment objectives, financial situation and the
particular needs of any specific person who may receive this document. Investors should seek financial advice regarding the appropriateness of investing in any
securities or investment strategies that may have been discussed or recommended in this report and should understand that the views regarding future
prospects may or may not be realized. Neither this document nor the units of HSBC Mutual Fund have been registered in any jurisdiction. The distribution of this
document in certain jurisdictions may be restricted or totally prohibited and accordingly, persons who come into possession of this document are required to
inform themselves about, and to observe, any such restrictions.

This document is intended only for those who access it from within India and approved for distribution in Indian jurisdiction only. Distribution of this document
to anyone (including investors, prospective investors or distributors) who are located outside India or foreign nationals residing in India, is strictly prohibited.
Neither this document nor the units of HSBC Mutual Fund have been registered under Securities law/Regulations in any foreign jurisdiction. The distribution of
this document in certain jurisdictions may be unlawful or restricted or totally prohibited and accordingly, persons who come into possession of this document
are required to inform themselves about, and to observe, any such restrictions. If any person chooses to access this document from a jurisdiction other than
India, then such person do so at his/her own risk and HSBC and its group companies will not be liable for any breach of local law or regulation that such person
commits as a result of doing so.

© Copyright. HSBC Asset Management (India) Private Limited 2026, ALL RIGHTS RESERVED. HSBC Asset Management (India) Private Limited, 9-11 Floors,
NESCO IT Park, Building no. 3, Western Express Highway, Goregaon (East), Mumbai — 400 063, India. Email: sifinvestor.line@mutualfunds.hsbc.co.in | Website:
https://www.assetmanagement.hsbc.co.in/en/redhex-sif

Investments in Specialized Investment Fund involves relatively higher risk including potential loss of capital, liquidity risk and market volatility. Please
read all investment strategy related documents carefully before making the investment decision.
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