The Time is Now: Chartered Accountants Must Pivot to Surety Bonds from
Bank Guarantees

Introduction

In the ever-evolving world of financial services, Chartered Accountants (CAs) in India face a pivotal
moment. The rise of surety bonds, a financial instrument gaining traction in India, presents both a
challenge and an opportunity. As the market shifts away from traditional bank guarantees towards
surety bonds, CAs must adapt or risk losing their foothold in the financial guarantee market.

Understanding Surety Bonds

Surety bonds are contractual agreements involving three parties: the Principal (who needs the bond),
the Obligee (who requires the bond), and the Surety (who assures the Obligee that the principal will
fulfil their obligations). Unlike bank guarantees, which involve a direct financial commitment from
banks, surety bonds are provided by insurance companies or intermediaries and offer a non-fund-
based limit. This means they don’t tie up the principal’s capital or credit facilities, providing greater
financial flexibility.

Surety Bonds:
An alternative to Bank Guarantees

Benefits Over Bank Guarantees
Surety bonds offer several advantages over traditional bank guarantees:

v" Enhanced Liquidity: They don’t require collateral, freeing up the principal’s capital for other
uses.

v Unblocked Credit Lines: Surety Bonds are issued by Insurance companies and hence free up
credit lines that would have been used up from Credit Lines extended by Banks. These
unblocked credit lines can be used better with non-fun based limits being moved to
Insurance companies through Surety Bonds.



v Risk Mitigation: Surety bonds provide a layer of protection against defaults, ensuring project
completion and financial compliance.

v' Accessibility: Especially beneficial for SMEs, surety bonds have less stringent collateral
requirements, making them more accessible than bank guarantees.

Surety Bonds: A Norm in the West

In Western markets, surety bonds are a well-established norm. They are widely recognized for their
efficiency and flexibility, especially in sectors like construction and infrastructure. The Indian market,
while still in the early stages of adopting surety bonds, is showing signs of a similar shift, recognizing
the benefits these bonds bring.

The Crucial Pivot for Chartered Accountants

For CAs in India, this shift represents a critical juncture. To remain relevant and competitive, they
must pivot to offering and managing surety bonds. Early adopters among CAs will benefit
significantly, positioning themselves as innovative leaders in the financial services sector. They will be
able to offer their clients more versatile and efficient financial solutions, aligning with global best
practices.

The Early Adopter Advantage

CAs who embrace surety bonds early will gain a considerable advantage. They will be able to capture
a significant market share as the demand for surety bonds grows. By diversifying their service
offerings and specializing in this emerging field, they can attract new clients and build stronger
relationships with existing ones.

Surety Seven: Leading the Surety Ecosystem in India

In the surety bond market, Surety Seven stands out as a leader. Their digital-first approach and
innovative technology make the process of obtaining and managing surety bonds seamless and
efficient. For CAs, partnering with Surety Seven offers a strategic advantage.

Technology Advantages of Surety Seven

Surety Seven’s platform simplifies the surety bond process, making it accessible even to those new to
this financial instrument. Their technology-driven approach ensures a quick and hassle-free
experience, which is invaluable in today’s fast-paced business environment.

Partnering with Surety Seven: A Strategic Move for CAs

For CAs, collaborating with Surety Seven means access to cutting-edge technology and a broad
network of surety providers. This partnership allows CAs to offer comprehensive surety solutions,
enhancing their value proposition to clients.
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Conclusion

The introduction of surety bonds in India is a game-changer, and for Chartered Accountants, the time
to act is now. By embracing this shift and partnering with entities like Surety Seven, CAs can ensure
they remain at the forefront of the financial services industry. This pivot is not just about staying
relevant; it’s about leading the charge in a financial revolution that promises to reshape the
landscape of financial guarantees in India. Reach out to Surety Seven on support@suretyseven.com
or call on +919911557724
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