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WHY IN NEWS

On May 21, 2026, the National Commodity & Derivatives Exchange (NCDEX) announced the launch

of RAINMUMBAI — India’s first exchange-traded, SEBI-approved parametric weather derivative

contract. Trading is scheduled to commence on May 29, 2026. The underlying is cumulative June–

September monsoon rainfall at the India Meteorological Department’s (IMD) Santacruz

observation point in Mumbai, with the pricing/index methodology developed in partnership with IIT

Bombay. The launch is the first concrete outcome of the Securities and Exchange Board of India (SEBI)

2024 framework that opened the door to weather as a permissible underlying for exchange-traded

commodity derivatives — a category previously unavailable on Indian exchanges despite over a decade of failed

pilot attempts since 2010–12.

WHAT IS RAINMUMBAI? — THE PRODUCT

RAINMUMBAI is a cash-settled, parametric futures contract. Unlike traditional derivatives where the

underlying is a physical commodity (chana, jeera, gold), the underlying here is a measured meteorological

variable — millimetres of rainfall recorded by an IMD automatic weather station.

The settlement payoff is objective and formulaic: it is a function of how far the realised rainfall deviates

from a defined strike level. There is no claim, no surveyor, no loss assessment — once the IMD publishes

the final June–September rainfall figure, the contract settles automatically.
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PARAMETER SPECIFICATION

Product name RAINMUMBAI

Exchange NCDEX

Regulator SEBI

Underlying Cumulative monsoon rainfall (June–September), Mumbai

Data source IMD — Santacruz observation point

Contract type Parametric, cash-settled futures

Tick size 1 mm of rainfall

Lot multiplier Rs. 50 per mm

Maximum order size 50 lots

Trading launch May 29, 2026

Settlement Linked to final IMD rainfall reading; no indemnity verification

Technical partner (pricing/index) IIT Bombay

The Rs. 50/mm multiplier means each one-millimetre move in the index translates to a Rs. 50 P&L change per

lot — a deliberately small contract size designed to attract a wide range of hedgers and not just institutional

players.

PARAMETRIC VS INDEMNITY INSURANCE: THE CORE DISTINCTION

The conceptual heart of RAINMUMBAI is the shift from indemnity-based to parametric risk transfer.

This distinction is increasingly central in climate-finance debates and is a high-yield UPSC theme for both

Prelims (definitions) and Mains (GS3 — agriculture insurance, financial markets).

Contract Specifications
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FEATURE
INDEMNITY INSURANCE (E.G.
PMFBY)

PARAMETRIC INSTRUMENT (E.G.
RAINMUMBAI)

Payout trigger Verified actual loss to insured asset Breach of an objective index (e.g. rainfall < X mm)

Loss assessment Mandatory — surveyors, crop-cutting

experiments, claim files

None — settles on data publication

Settlement speed Weeks to months Days

Administrative cost High (verification machinery, fraud

control)

Very low

Moral hazard Significant — incentive to overstate

loss

Negligible — payout is data-driven

Basis risk Low (pays for actual loss) Shifted to the user — rainfall may match index

while user’s specific outcome differs

Documentation

burden

Heavy Minimal

Suitability Catastrophic, idiosyncratic, asset-

specific losses

Broad, correlated, weather-driven risk

Basis risk is the single most important caveat for users of parametric instruments: a farmer 200 km from

Mumbai may suffer a drought while Santacruz records normal rainfall — RAINMUMBAI will not pay them.

Conversely, a builder in Mumbai with a covered worksite may receive a payout despite no actual loss. The

contract is therefore best understood as a hedge against a defined index, not a substitute for asset-

level insurance.

WHO WILL USE RAINMUMBAI? — TARGET USERS

The contract has been calibrated to serve several distinct constituencies whose cash flows are exposed to

Mumbai monsoon variability.
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USER GROUP NATURE OF EXPOSURE HOW RAINMUMBAI HELPS

Farmers

(small/marginal)

Crop output linked to monsoon timing and

quantum

Buy contracts that pay when rainfall

is deficient

Construction firms Worksite shutdowns during heavy rain in

Mumbai metropolitan region

Buy contracts that pay when rainfall

is excess

Power utilities

(hydro)

Reservoir inflows and generation schedules

depend on monsoon

Hedge generation revenue against

deficient rainfall

Logistics & port
operators

Mumbai port disruption, road/rail closures in

heavy spells

Hedge revenue disruption from

excess rainfall

Banks & NBFCs Agri-loan portfolio default risk rises in

deficient monsoons

Portfolio-level hedge of expected non-

performing assets

General & crop

insurers

Reinsurance of weather-correlated claims Lay off concentrated catastrophe risk

to the market

FMCG and beverages Demand for monsoon-sensitive products

(umbrellas, beverages, paint)

Hedge revenue volatility

A functioning derivatives market also needs counterparties willing to take the other side of hedgers’ positions.

Proprietary trading desks, hedge funds and arbitrageurs will provide this liquidity, anchored by SEBI’s standard

margining and surveillance regime.

Primary Hedgers

Speculators and Liquidity Providers
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NCDEX: THE EXCHANGE BEHIND THE LAUNCH

ATTRIBUTE DETAIL

Full name National Commodity & Derivatives Exchange Ltd

Incorporated April 23, 2003

Recognised by

Government

December 2003

Operations

commenced

December 15, 2003

Headquarters Mumbai

Nature Online, multi-commodity, professionally managed exchange

Key shareholders LIC, NABARD, NSE, Canara Bank, PNB, among others

Flagship products Agri-commodities — chana, jeera, guar seed/gum, soybean, mustard seed, refined soy

oil, castor seed, cotton, barley, maize

Regulator SEBI (since 2015)

NCDEX has historically positioned itself as the farm-economy exchange within India’s derivatives

ecosystem, complementing the metal/energy-heavy Multi Commodity Exchange (MCX). It has long advocated

for weather-linked products: pilot weather-index experiments were attempted between 2010 and 2012 but

ran into regulatory restrictions because commodity derivatives law at the time required a physical,

deliverable underlying — a requirement weather cannot satisfy. The SEBI 2024 framework on

permissible underlyings removed this barrier, paving the way for RAINMUMBAI.

REGULATORY FRAMEWORK: WHO REGULATES WEATHER DERIVATIVES IN INDIA

The Securities and Exchange Board of India (SEBI) is a statutory body established under the SEBI Act,

1992 (the body had existed as a non-statutory entity since 1988). It regulates the securities market and, since

September 2015, the commodity derivatives market as well.

SEBI as the Unified Regulator
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BODY FUNCTION (PRE-2015) STATUS TODAY

Forward Markets

Commission (FMC)

Regulator of commodity derivatives,

established 1953 under Forward Contracts

(Regulation) Act 1952

Merged with SEBI on September

28, 2015

SEBI Securities market regulator Unified securities + commodity

derivatives regulator since

September 2015

The merger — announced in the Union Budget 2015–16 — was India’s first major regulatory consolidation in

financial markets. It was driven by the view that commodity derivatives, having become predominantly financial

in character, should be governed by the same prudential, surveillance and investor-protection standards as

securities.

THE CLIMATE-RISK IMPERATIVE

RAINMUMBAI must be read against the backdrop of India’s deepening exposure to climate-extreme losses.

The 2015 Merger of FMC with SEBI

Statutory Architecture

Securities Contracts (Regulation) Act, 1956 (SCRA) — the parent statute governing

recognition of stock exchanges and contracts traded thereon; was amended in 2015 to bring

“commodity derivatives” within “securities.”

SEBI Act, 1992 — empowers SEBI to regulate the market and its intermediaries.

SEBI (Stock Exchanges and Clearing Corporations) Regulations — govern NCDEX’s

operating licence.

SEBI Commodity Derivatives framework — circulars defining permissible underlyings,

contract design, margining and settlement; the 2024 update enabling weather as an underlying is the

immediate legal basis for RAINMUMBAI.

Commodity Derivatives Advisory Committee (CDAC) — SEBI’s standing advisory body that

recommended the expansion of permissible underlyings to include weather variables.

The Centre for Science and Environment (CSE) 2024 assessment, drawing on World Bank

estimates, places India’s annual GDP loss from climate extremes at roughly 5%.

The Indian Summer Monsoon Rainfall (ISMR) — the June to September monsoon — delivers

about 75% of India’s annual rainfall and is the single most important macro-economic variable

for the rural economy.
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LINKAGE TO EXISTING CROP INSURANCE SCHEMES

RAINMUMBAI does not replace India’s government-administered insurance ecosystem. It complements it by

adding a market-based layer of risk transfer.

SCHEME / INSTRUMENT TYPE LAUNCH KEY FEATURES

Pradhan Mantri Fasal Bima

Yojana (PMFBY)

Indemnity-based

crop insurance

2016 Premium subsidised by Centre + State;

payouts based on crop-cutting

experiments and area-based yield loss

Restructured Weather-

Based Crop Insurance

Scheme (RWBCIS)

Parametric

(weather index)

2016

(restructured

form)

Limited to notified crops and small

geographies; payouts based on weather

index breaches

PMFBY 2.0 reforms Refinement of

PMFBY

2020 Voluntary participation for loanee

farmers; lower premium share for states

in NE/Himalayan regions; option to opt

out

RAINMUMBAI Parametric,

exchange-traded

2026 Market-priced; tradable by any SEBI-

eligible participant; not crop-specific

Why a market-based instrument matters: Subsidised government schemes are essential for inclusion but

place a heavy fiscal burden on the Centre and States and are operationally cumbersome. Exchange-traded

parametric contracts deepen price discovery for weather risk, allow large institutional hedgers (banks,

insurers, FPOs) to lay off correlated exposures, and create the reinsurance-like depth that has long been

missing in India.

LIMITATIONS AND CONCERNS

Despite the structural significance of the launch, several caveats deserve flagging.

Mumbai’s monsoon is one of the most intensive in any megacity in the world: the city famously

recorded 944 mm of rainfall in 24 hours at Santacruz on July 26, 2005 — the deluge that

paralysed India’s financial capital and remains the textbook reference point for urban climate

vulnerability.

The IMD itself has migrated to a probabilistic, multi-model monsoon forecast system with

district-level outputs, providing the data infrastructure that makes a contract like RAINMUMBAI

implementable.

UPSC & STATE PCS CURRENT AFFAIRS ujiyari.com ↗

RAINMUMBAI: India's First Exchange-Traded Weather Derivative 8 / 13

https://ujiyari.com/schemes/pmfby/
https://ujiyari.com/schemes/pmfby/
https://ujiyari.com/vocab/vulnerability/
https://ujiyari.com/


INTERNATIONAL PRECEDENTS

Weather derivatives are an established asset class globally.

India is therefore not pioneering the concept; it is a late but consequential adopter, distinguished by the

scale of the agrarian economy that stands to benefit.

UPSC RELEVANCE

Geographic basis risk — the contract references Santacruz, Mumbai only. Farmers in

Vidarbha or Marathwada — where the agrarian distress problem is most acute — will find

RAINMUMBAI a poor hedge for their local rainfall realisation. A national rollout will require region-

specific contracts (e.g. RAINPUNE, RAINNAGPUR, RAINJAIPUR).

1

Retail literacy — derivatives products require a baseline of financial literacy that most

small/marginal farmers lack. Without a robust intermediation layer (FPOs, NBFC-MFIs, banks

acting as wholesale hedgers), retail participation is unlikely to materialise.

2

Market depth and liquidity — niche derivatives historically struggle for volume. Earlier weather-

index pilots in India faltered partly because of this. The contract will need committed market

makers and institutional anchor participants.

3

Single-point measurement risk — relying on a single IMD station introduces tail risks

(instrument failure, hyper-local microclimate effects).

4

Behavioural risk — without education on basis risk, users who expect the contract to behave like

insurance may be disappointed and abandon the market.

5

Chicago Mercantile Exchange (CME), 1999 — launched the world’s first exchange-traded

weather derivatives, based on Heating Degree Days (HDD) and Cooling Degree Days (CDD)

for major US cities. These remain the global benchmark contracts.

European exchanges (Eurex, ICE Futures Europe) introduced temperature-based contracts in the

early 2000s.

Over-the-counter (OTC) weather markets — dominated by reinsurers (Munich Re, Swiss Re)

and energy traders — are several times the size of exchange-traded volume.

Emerging market adoption — Mexico’s CADENA programme and parts of sub-Saharan Africa

(notably the African Risk Capacity sovereign pool) have used parametric weather products at the

sovereign level for over a decade.

GS Paper 3 — Indian Economy / Financial Markets / Agriculture
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FACTS CORNER

Derivatives markets in India; SEBI regulation; commodity vs financial derivatives; the

FMC–SEBI merger.

Crop insurance landscape — PMFBY, RWBCIS — and the case for market-based risk

transfer.

Climate change and the Indian economy; adaptation finance.

GS Paper 2 — Governance / Statutory Bodies

SEBI as a statutory regulator under the SEBI Act, 1992; regulatory consolidation as a

governance reform.

Prelims

RAINMUMBAI as the first weather derivative on an Indian exchange; NCDEX (year of

incorporation, regulator); FMC merger date; SEBI Act 1992; SCRA 1956.

Mains essay/answer angles

“Market mechanisms are essential complements, not substitutes, for State-led climate

adaptation.” Discuss with reference to weather derivatives in India.

“Basis risk is the price of objectivity.” Examine in the context of parametric vs indemnity

insurance for Indian agriculture.

RAINMUMBAI — India’s first exchange-traded, SEBI-approved parametric weather derivative.

Launch announcement: May 21, 2026; trading start: May 29, 2026.

Exchange: NCDEX — National Commodity & Derivatives Exchange — incorporated 2003, HQ

Mumbai.

Underlying: Cumulative June–September rainfall at IMD’s Santacruz observation point,

Mumbai.

Contract: Cash-settled, parametric futures; tick size 1 mm; lot multiplier Rs. 50/mm; max

order 50 lots.

Technical partner: IIT Bombay — pricing and index methodology.

Regulator: SEBI — statutory under the SEBI Act, 1992; commodity derivatives oversight since

the FMC–SEBI merger on September 28, 2015.

Parent statute for traded contracts: Securities Contracts (Regulation) Act, 1956

(SCRA).

Advisory body: Commodity Derivatives Advisory Committee (CDAC) of SEBI.
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Sources: NCDEX , SEBI , IMD
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Mumbai monsoon benchmark event: 944 mm in 24 hours at Santacruz on July 26,

2005.
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RELATED KEY TERMS

KEY TERM

ACNAS
Advisory Committee on National Accounts Statistics — the expert body...

KEY TERM

Act East Policy
India's strategic foreign policy framework prioritising active...

KEY TERM

Active Case Finding (TB)
A proactive public health strategy where health workers systematically...

KEY TERM

Advanced Technology Vessel (ATV) Programme
India's classified, decades-long programme to indigenously design and...
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