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Revised Common Application Form (CAF) 
notified

The Central Government has notified a revised CAF for 
FPIs. The CAF is used for the purposes of registration as 
an FPI, opening of bank and demat accounts, and 
application for Permanent Account Number (PAN) in 
India.

Key changes are:

FPIs investing exclusively in Government Securities 
(G-Secs)

Securities and Exchange Board of India (SEBI) had 
provided certain regulatory relaxations for FPIs investing 
only in G-Secs via circular1 dated 10 September 2025.

The CAF is updated to include confirmation on whether 
the FPI would only invest in G-Secs for classification as 
GS-FPIs.

Representative Assessee / Authorized 
Representative (RA/AR):

CAF has been updated to align with the changes made in 
the new PAN application form introduced with effect from 
1 April 2026 to include additional information of RA/AR:

• Mobile number, e-mail ID, PAN

• Proof of identity and proof of address

Additional information required

• The expiry date of the Legal Entity Identifier (LEI) 
of the FPI applicant

• LEI of the intermediate material shareholder identified 
basis ownership or by control

• E-mail ID of the Global Custodian 

• Taxpayer Identification Number (TIN) in the country 
of residence 

Information fields removed
• Requirement to provide the old name 

• Occupation details of the applicant 
Source: SEBI circular, HO/(1)2026-AFD-POD2/I/10157/2026  dated 24 April 2026

Relaxation on FPI investments in G-Sec

Reserve Bank of India (RBI) has amended regulatory 
framework of FPI investments in G-Secs to simplify 
regime, facilitate greater participation from 5 June 2026.

Key changes are:

Removal of limits for Investment in G-Secs through 
General Route:

Earlier, investments by FPIs in G-secs via the General 
Route were subject to various limits:

Short-term investment limit: 

Investment by FPIs in Central Government Securities 
(CGS) and State Government Securities (SGS) (residual 
maturity up to one year) not to exceed 30 per cent of total 
investment of the FPI in each category.

Security-wise limit: 

Investments by FPIs and investments made through the 
Special Rupee Vostro Account Route, in aggregate, in 
any Central Government security not to exceed 30 per 
cent of the outstanding stock of the security.

Concentration limit: 

Investment in CSG and SGS by an FPI (including related 
FPIs) not to exceed 15 per cent of prevailing investment 
limit for each category in case of long-term FPIs and 
10 per cent of prevailing investment limit for other FPIs.

The above limits have been withdrawn.

Regulatory updates

1. SEBI circular SEBI/HO/AFD/AFD-PoD-3/P/CIR/2025/127 dated 10 September 2025
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Merging the sub-categories of investment limit under 
general route

Consolidation of 'general' and 'long-term' investment limit 
into a single limit for both CGS and SGS. The revised 
consolidated limits are:

*amounts in INR billion

Expansion of Fully Accessible Route (FAR)
The scope of securities classified as ‘specified securities’ 
under FAR, expanded to include:

Earlier, all securities included in FAR as specified as on 
7 January 2025 and all new issuance of 5-year, 7-year 
and 10-year tenor were covered under this route.

Source: RBI/2026-27/97 A.P. (DIR Series) Circular No. 11 dated 05 June 2026

Master direction on credit derivatives 
updated

RBI has updated Master Direction – Reserve Bank of 
India (Credit Derivatives), Directions, 2026. Updated 
directions in respect of derivatives on credit indices and 
total return swaps on corporate bonds are issued from 25 
June 2026. 

Key amendments are:

Definition of ‘credit derivative’ amended to 
incorporate reference indices

The definition now reads: “derivative contract whose 
value is derived from the credit risk of an underlying 
debt instrument or from an index of underlying debt 
instruments.” 

 ‘Future on Credit Indices’ introduced which are 
standardised derivative contracts, traded on a recognised 
stock exchange, to buy or sell an index of underlying 
debt instruments at a specified future date, at a price 
determined at the time of the contract.

Participation of FPIs subject to following:

• The aggregate long position assumed by FPIs in 
future contracts on credit indices to be reckoned 
under the investment limits for specified corporate 
debt securities.

• The total gross short (sold) position of any FPI not to 
exceed its consolidated long position in corporate 
bonds, debentures and future contracts on credit 
indices, at any point in time.

• Underlying credit index not to include a money market 
debt instrument or a debt instrument with residual 
maturity less than one year or a bond with call / put 
options exercisable within one year from the date of 
the contract. 

Total Return Swaps (TRS) introduced which are credit 
derivative contracts under which one counterparty (the 
total return payer) agrees to transfer the entire economic 
performance of a reference asset to another counterparty 
(the total return receiver), and, in return, receives a pre-
determined fixed or floating rate linked to a benchmark.

Market makers can offer TRS to FPIs for 

• Purposes of hedging, or 

• as total return receivers, provided that TRS is offered 
as a fully funded structure in which the FPI provides 
market marker the full notional amount of the 
reference asset in fully funded structures, or

• directly on back-to-back contract basis through 
overseas entities, subject to conditions

TRS not to be offered where the reference asset or the 
index includes a money market debt instrument or a debt 
instrument with residual maturity less than one year or a 
bond with call / put options exercisable within one year 
from the date of the contract.
Source: RBI RBI/FMRD/2026-27/407 FMRD.DIRD.No.02/14.03.046/2026-27 dated 25 June 
2026
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Exemption on interest income and capital 
gain on G-Secs for FPIs
The Income-tax (Amendment) Ordinance, 2026 
amended the provisions on taxation of FPIs with respect 
to investments in G-Secs retrospectively 
from 1 April 2026 as under:

*To be increased by applicable surcharge, health and education cess. 
Further, tax treaty exemption (if any) to be considered separately.

The above exemption is subject to furnishing information 
in specified form and manner.
Source: The Gazzette of India, CG-DL-E-05062026 – 273164, dated 5 June 2026, The 
Income-tax (Amendment) Ordinance, 2026 No. 2 of 2026.

Taxability of a fiscally transparent 
partnership firm to be determined basis 
residential status and of each partner
A UK based limited liability partnership, with partners 
across various jurisdiction – UK, Germany, Australia,

France, Australia etc., was providing legal services 

worldwide.
The taxpayer claimed that the income received was not 
taxable in India between India and the tax treaties 
(based on tax treaty with countries of tax residence of 
the non-UK partners). 
As per the UK tax laws, the taxpayer was a fiscally 
transparent entity, and the profits were taxable in the 
hands of the partners. 
Further, Article 4(1)(b) on fiscal domicile of the India-UK 
tax treaty, states that in the case of income derived or 
paid by a partnership, the term (resident of a contracting 
state) applies only to the extent that the income 
derived by such partnership is subject to tax in that 
State as the income of a resident, either in its hands or 
in the hands of its partners or beneficiaries. 
The assessing officer (AO) referred to Article 4(1)(b) 
and provided relief only to the extent of the UK resident 
partners. The Commissioner of Income-tax (Appeals) 
confirmed the same. 
The Income-tax Appellate Tribunal ruled in favour of the 
taxpayer and held that since the taxpayer was tax 
transparent entity, the tax liability to be determined 
between India and respective country of residence of 
each partner and remanded the matter to the AO.
Source: Herbert Smith Freehills LLP vs CIT(A) ITA 2281/Del/2019, New Delhi ITAT, dated 22 
June 2026

Income-tax –Ordinance, case law

Nature of Income Existing 
Taxability

Taxability 
w.e.f 1 

April 2026

Long-term Capital Gains 12.5%* Exempt 
under the 
Act

Short-term capital Gains 30%*
Interest income 20%*

Market watch – press articles-select extracts
Foreign portfolio investors pour INR 35,000 
crore into Indian bonds in June after tax 
exemption
Foreign portfolio investors put in around INR35,000 
crore so far this month in Indian bonds after the 
government exempted them from income tax on interest 
income and capital gains arising from investments in 
these bonds, according to Clearing Corporation of India 
Ltd (CCIL) data.
Source: The Hindu Business Line, PTI, dated 24 June 2026

Cabinet approves INR30,000 cr additional 
investment in NIIF to boost infra projects  
“In a significant step to deepen India's investment 
commitment for infrastructure and other nationally 
important sectors, the Union Cabinet last week 
approved an additional investment commitment of 
₹30,000 crore by the Centre towards new and upcoming 
funds of the National Investment and Infrastructure Fund  
(NIIF).
Source: ET Infra.com from The Economic Times, PTI, dated 30 June 2026

FPI statistics
Parameters June 2026 May 2026 Changes
Net Equity inflows during the month (in USD million) (5,212) (3,482)
Net Debt inflows during the month (in USD million) 5,865 291
Total FPIs registered at end of the month 12,204 12,168 36
AUC of FPIs (in USD million)
- end of May 2026 – USD 789,961
- end of April 2026 – USD 791,535

(1,574)

Source: FPI monitor, NSDL, 01 July 2026
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