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Softening a Hard Landing 
 
The Reserve bank of India (RBI) took the center-stage in Q1-FY23 as it 
switched direction from crisis management to crisis prevention mode 
with policy actions in each month of the quarter reemphasizing the need 
to prioritize its inflation goals over growth. 
 
Clearly stating the focus on the withdrawal of accommodation going 
ahead, RBI restored the width of the liquidity adjustment facility (LAF) 
corridor to the pre-pandemic level of 50 bps on April 8 th by introducing 
the Standing Deposit Facility (SDF) which allows RBI to absorb liquidity 
without collateral. The rapid deterioration in the outlook on core 
inflation due to the extended Russia-Ukraine conflict resulting in a global 
spike in food and oil prices led the Monetary Policy Committee (MPC) to 
opt for an off-cycle LAF Repo rate hike of 40 bps on May 4 th. This was 
followed by a 50 bps hike in the cash reserve ratio (CRR) to 4.50% to 
drain out durable liquidity of ₹87000 crore from the banking system. The 
MPC followed up with another LAF Repo rate hike of  50 bps on June 8th 
which, coupled with the supply side measures taken by the government 
are expected to moderate inflationary pressures and expectations.  
 
To ensure the smooth conduct of massive Centre and State FY23 
borrowings in an uncertain market, RBI increased communication on the 
future course of action on rates and the necessity of addressing inflation. 
As a result by the time of the MPC meet scheduled in June, the markets 
were conditioned for a rate hike. The Governor has also reiterated that 
the central bank is mindful of the requirements of growth and has been 
targeting a soft landing for the economy, at a time when soaring 
inflationary pressure has necessitated domestic monetary tightening. 
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A Glance over the Quarter 
The quarter was dominated by repercussions of higher crude oil prices and disruption in global food and 
commodity supply chains on account of the continuing war between Russia and Ukraine. Countries like US, 
UK, Australia and India were seen hiking policy rates at an unexpected pace which got channeled into 
volatility across various financial markets. However, despite a bleak outlook for financial markets amid capital 
outflows and falling rupee, India witnessed rebound in manufacturing activity with IIP growing by double digit 
and GST collection picking up to all time high in April and keeping up the pace for the rest of the quarter.   
 

 
 

Most high frequency indicators such as non-food bank credit, GST collections and toll collections have 
improved over the quarter. A normal southwest monsoon leading to further cooling of food prices along with 
moderation in crude prices as well as Government and RBI actions are expected to augur well for the inflation 
and growth outlook. 
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Market Borrowings 
In the borrowing calendar announced on March 31 st, the Government had frontloaded ₹845000 crore i.e. 59% 
of the gross market borrowing estimated for FY23 during H1-FY23 at a fiscal deficit target of 6.40% of GDP. 
However, the turn of geo-political events and domestic macro factors has forced the Government to join RBI 
in controlling the spiraling inflation with excise duty cuts on petrol and diesel in addition to other subsidy 
measures that will have a direct hit on the fiscal numbers already worsened by a shortfall in the dividend 
expected from RBI. While RBI has extended the HTM limit for banks on their sovereign bond portfolio, the 
massive borrowings in a time of such uncertainty  and in a bond market with rapidly dwindling surplus 
liquidity is bound to raise their cost as evident from the relentless rise in th e G-Sec yields during Q1-FY23. 

Primary Auctions - Central Government Dated Securities 
Given the heightened uncertainty amidst rapid policy tightening, RBI accepted higher cut -offs in the primary 
auctions thereby managing to complete the notified borrowings  for the quarter. Overall, RBI sold G-Secs 
worth ₹390000 crore in Q1-FY23.   
 

Table 1: G-Sec Issuance Summary    (₹ crore)     

Period Weekly 
Auctions 

Notified 
Amount 

Gross 
Issuance 

Average 
Weekly 
Issuance 

Redemptions Net 
Borrowing 

Additional 
Greenshoe 
Borrowing 
(+)/Shortfall(-) 

FY21 49 1324000 1370324 27966 227210 1143114 46324 

FY22 44 1179000 1127382 25622.3 274679 852703 -51618 

Q1-FY22 12 348000 318493 26541 105186 213307 -29507 

Q2-FY22 13 376000 383863 29528 34070 349793 7863 

Q3-FY22 13 312000 295000 22692 85700 209300 -17000 

Q4-FY22 6 143000 130025 21671 49722 80303 -12975 

Q1-FY23 12 390000 390000 32500 134990 255010 - 

Auction Details  
The Central Government borrowed ₹390000 crore during the quarter through a mix of fixed (94% of total 
issuances) and FRBs (6% of total issuances). New 2, 5, 7 and 14 year securities were issued  distributing 
issuances across the curve and thereby easing the pressure on the 10 -year benchmark. 
 

Table 2: G-Sec Issuance Details     
Sr 
No 

Security Amount (₹ crore) Bid 
Cover 
Ratio 

Cut-off Range Outstanding at 
End-Quarter (₹ 

crore) 
Notified 
Amount 

Gross 
Issuance 

Devolvem
ent 

Price Yield  

1 6.54% GS 2032 78000 78000 1553 2.36 93.38-95.63 7.1705-7.5195 117000 

2 6.95% GS 2061 54000 54000 - 3.00 89.37-93.67 7.4481-7.8237 102265 

3 6.99% GS 2051 54000 54000 - 2.44 89.70-95.22 7.3883-7.8954 104525 

4 5.74% GS 2026 45000 45000 - 2.20 94.44-97.30 6.4262-7.2242 81000 

5 7.10% GS 2029 42000 42000 - 2.68 98.38-100.05 7.0900-7.4033 43999 

6 6.67% GS 2035 30000 30000 - 2.21 92.10-94.42 7.3210-7.6114 153550 

7 7.54% GS 2036 30000 30000 - 2.30 97.95-100.00 7.5400-7.7826 30000 

8 4.56% GS 2023 20000 20000 2236 2.57 97.45-98.70 5.4297-6.4143 32500 

9 FRB 2028 12000 12000 - 2.74 97.62-98.55 5.2055-6.452 40816 

10 FRB 2034 12000 12000 - 2.55 95.25-97.17 5.6473-7.0816 54800 

11 7.38% GS 2027 9000 9000 - 2.54 100.00-100.00 7.3800-7.3800 9000 

12 6.69% GS 2024 4000 4000 - 2.76 100.00-100.00 6.6900-6.6900 4000 

 Total 390000 390000 3789 2.50    
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Auction Bidding   
The volatility of the secondary market was missing in the primary market with a  consensus emerging on the 
pricing of cut-offs in the weekly auctions and less than 1% of total issuances during Q1-FY23 devolving on the 
Primary Dealers (PDs). The two instances of partial devolvement were read by the market as indicators from 
RBI over discomfort with the sharp rise in yields and were followed by some cooling in yields. 
 
Table 3: Bidding in G-Sec Auctions   (₹ crore)                  

Period Notified 
Amount 

 Bids Received  Bids Accepted Success Ratio BCR  Devolve
ment on 

PDs 

Comple
te 

Rejecti
on of 
Bids 

Total 
Issuance 

Overall 
Auction 
Failure 

Average ACU 
Commission 
Cut-off rate 
(paise per 

₹100) 

Competit
ive 

Non 
Competi
tive 

Compe
titive 

Non 
Competi
tive 

Comp
etitiv
e 

Non 
Competi
tive 

Q1-FY22 348000 1038685 373 271453 343 26% 92% 3.0 46698 53000 318493 28.65% 11.41 

Q2-FY22 376000 1103989 307 354457 302 32% 98% 2.9 29104 14000 383863 11.46% 4.71 

Q3-FY22 312000 807286 277 287462 270 36% 98% 2.6 7268 17000 295000 7.78% 1.67 

Q4-FY22 143000 357340 144 115044 113 32% 78% 2.5 14868 15000 130025 20.89% 8.48 

Q1-FY23 390000 972560 510 385701 510 40% 100% 2.5 3789 - 390000 0.97% 2.21 

 

Maturity Profile of Outstanding G-Sec 

There was an increase in the average interest burden of the Government during the quarter reflecting the rise 
in yields. However, RBI was able to elongate the maturity profile of outstanding Government debt. 10Y bonds 
accounted for only 20% of issuances followed by 15% in the 14Y tenor. The share of short term issuances in 
the 0-5 year bucket increased to 20%, while the 29-40Y bonds accounted for 28% of issuances.  
  
Table 6: Maturity Profile of Outstanding Central Government Dated Securities *     

Period Total Share (%) 

Number 
of 
Securities 

Outstanding 
(₹ lakh 
crore) 

Weighted 
Average 
Maturity of 
Outstanding 
(Years) 

Weighted 
Average 
Coupon 

<=1 
Years 

1-5 
Years 

5-10 
Years 

10-15 
Years 

15-
30 
Years 

>30 
Years 

Q1-FY22 94 73.83 11.50 7.03 4.57 24.15 29.56 21.12 13.75 6.85 

Q2-FY22 96 77.33 10.42 6.98 5.59 24.96 28.09 20.28 13.79 7.29 

Q3-FY22 100 79.53 11.70 7.01 5.43 24.48 27.68 20.77 14.62 7.02 

Q4-FY22 100 80.60 11.70 6.96 3.88 25.42 28.82 19.99 14.71 7.17 

Q1-FY23 101 83.15 11.86 7.02 4.14 24.76 28.16 20.43 14.91 7.60 
*Excluding Special Securities   
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Short Term Borrowings  
RBI’s rapid policy tightening coupled with liquidity normalization measures led to a sustained rise in the T-Bill 
cut-offs throughout Q1-FY23. The rise in interest rates has been faster in the shorter tenors than in the longer 
bonds as current policy actions are expected to cool inflation going ahead. While the SDF rate was targeted as 
the new floor for the short-end of the curve, T-Bill cut-offs moved significantly higher than the LAF Repo rate.  
 

       
 
 
Table 7: Primary Treasury Bill Auctions 

91-DTB 

Quarter Notified 
Amount (₹ 

crore) 

Gross 
Issuance 
(₹ crore) 

Redemptions Net 
Borrowing 
(₹ crore) 

BCR  Weighted 
Average Cut-
off Yield (%) 

Average Spread 
over LAF Repo 

(bps) 

Q1-FY22 195000 256535 84297 172239 3.36 3.39 -61 

Q2-FY22 117000 203566 256535 -52969 4.80 3.36 -63 

Q3-FY22 130000 249067 203566 45501 5.30 3.55 -45 

Q4-FY22 75000 138736 249067 -110331 5.00 3.76 -26 

Q1-FY23 169000 241010 138736 102274 3.63 3.22 17 

182-DTB 

Quarter Notified 
Amount (₹ 

crore) 

Gross 
Issuance 
(₹ crore) 

Redemptions Net 
Borrowing 
(₹ crore) 

BCR  Weighted 
Average Cut-
off Yield (%) 

Average Spread 
over LAF Repo 

(bps) 

Q1-FY22 195000 198313 36000 162313 3.23 3.61 -39 

Q2-FY22 52000 56700 103414 -46714 5.71 3.49 -51 

Q3-FY22 39000 40728 198313 -157584 3.79 3.82 -18 

Q4-FY22 155000 169938 56700 113237 3.25 4.25 24 

Q1-FY23 159000 172280 40728 131552 2.97 4.72 70 

364-DTB 

Quarter Notified 
Amount (₹ 

crore) 

Gross 
Issuance 
(₹ crore) 

Redemptions Net 
Borrowing 
(₹ crore) 

BCR  Weighted 
Average Cut-
off Yield (%) 

Average Spread 
over LAF Repo 

(bps) 

Q1-FY22 78000 80418 156705 -76287 4.06 3.77 -23 

Q2-FY22 52000 61255 138205 -76950 4.75 3.69 -31 

Q3-FY22 91000 98200 56830 41370 3.24 4.10 10 

Q4-FY22 164000 167923 106500 61423 2.93 4.57 56 

Q1-FY23 104000 111447 80418 31029 2.95 5.20 116 

 
Detailed analysis of market borrowings by the State Governments is covered in the CCIL SDL Quarterly report 
available at: https://www.ccilindia.com/Research/CCILPublications/QuarterlyReports/Pages/IndiaSDLQuarterly.aspx 
 

 

https://www.ccilindia.com/Research/CCILPublications/QuarterlyReports/Pages/IndiaSDLQuarterly.aspx
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Liquidity  
Exceptional times call for exceptional measures which should have predetermined sunset dates to avoid 
becoming counterproductive. Following this logic, RBI expedited the withdrawal of pandemic -era liquidity 
surplus to pre-Covid levels through a cash reserve ratio (CRR) hike as well as the launch of the 
uncollateralized SDF which replaced the fixed rate reverse repo as the floor of the LAF corridor on April 8 th. 
The impact of the excess liquidity with banks over the past two years was visible in the interest payout hit to 
the central bank’s balance sheet that reduced the surplus tra nsferred to the Government. The necessity of 
rapid reduction of excess liquidity was highlighted in RBI’s Report on Currency and Finance which indicated 
that surplus liquidity over 1.52% of banks' net demand and time liabilities (NDTL) tends to be inflationary. RBI 
has reiterated its goal to normalize liquidity, remove the overhang of liquidity in the system, and move to a 
situation where there is adequate credit available in the system to meet the productive requirements of the 
economy and support the credit offtake.  RBI’s interventions to  support the rupee by selling dollars further 
sucked out rupee liquidity. 
 
Table 8: Durable Liquidity Flows (₹ crore) 

Inflows Redemptions Coupons OMO + GSAP 
Purchase G-Sec SDL DTB CMBs G-Sec 

Coupon 
SDL Coupon 

Q1-FY22 105186 33468 277002 - 153236 65857 110000 

Q2-FY22 34070 39763 498154 - 119990 85394 120001 

Q3-FY22 85700 53266 458709 - 145810 47209 - 

Q4-FY22 56722 82646 412267 - 125493 89979 - 

Q1-FY23 134990 48479 259882 - 168780 77002 - 

Outflows Auctions OMO + GSAP 
Sale 

 

G-Sec SDL DTB CMBs 

Q1-FY22 318493 144550 535266 - 10000 

Q2-FY22 383863 164422 321521 - 30000 

Q3-FY22 295000 157336 387996 - - 

Q4-FY22 130025 235318 476597 - - 

Q1-FY23 390000 110240 524737 - - 

 

Real Rates 
Overnight money market rates firmed up during the quarter, with their spreads from the new SDF rate 
narrowing considerably. However, despite the 90 bps hike in the LAF Repo rate the short term real rates 
remained in the negative territory due to the consistently higher CPI readings. The weighted average call rate 
(WACR) remained just below the SDF rate - the new floor of the LAF corridor, inching up in the last week of 
June. 
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Yield Movement 
The first quarter of FY23 was extremely volatile for the bond market with record swings in G -Sec yields in 

both directions mirroring global movements in the oil prices and US treasuries on one hand and RBI’s policy 

measures on the other. Reiterating the pr iority of controlling inflation, RBI signaled comfort with yields 

trending up through acceptance of bids in primary auctions as well as dropping references to the yield curve 

being a public good. Banks were provided with higher HTM limits as a cushion against rising yields. Repricing 

of the short-end of the yield curve in line with the switch to the higher SDF rate as the new floor of the policy 

rate corridor coupled with the subsequent rate hikes resulted in the yield curve moving up. Upward pressures 

on yields intensified in May as the CRR hike came into effect coinciding with the excise duty cuts that raised 

fears of additional borrowing by the Government. High oil prices and rising US yields continued exerting 

upward pressure on Indian G-Sec yields throughout June. 

 

 
 

Indices Movement 
With RBI hiking policy rates by 90 bps over Q1-FY23, PRIs of various bond indices (G-Secs and SDL) touched 
multi-month lows. Returns on most of the indices turned negative after the surprise hike in May, improving 
only towards the end of the quarter.  
Table 9: CCIL Principal Return Index (Month-over-month Returns (%)      

Period BROAD LIQUID CASBI TENOR 1 TENOR 2 TENOR 3 TENOR 4 TENOR 5 SDL 
TBILL (LIQ 
WEIGHT) 

Jun-21 -0.45% -0.62% -1.17% -0.65% -0.79% -0.96% -0.89% -1.79% -0.72% 0.19% 

Jul-21 -0.20% -0.20% -0.67% 0.33% -0.07% -0.63% -1.32% -1.40% -1.74% 0.24% 

Aug-21 0.62% 0.44% 0.85% 0.29% 0.77% 0.79% 0.86% 0.95% 1.03% 0.20% 

Sep-21 0.29% 0.11% 0.77% -0.37% 0.12% 0.40% 1.46% 1.57% 0.38% 0.13% 

Oct-21 -0.54% -0.71% -1.06% -0.52% -0.71% -1.08% -1.00% -1.43% -1.12% 0.14% 

Nov-21 0.64% 0.89% 0.92% 0.17% 0.53% 0.79% 0.15% 1.46% 0.46% 0.18% 

Dec-21 -1.13% -1.09% -1.10% -0.87% -1.03% -0.79% -0.59% -1.35% -0.77% 0.20% 

Jan-22 -0.69% -1.03% -1.89% -0.33% -1.13% -1.98% -2.72% -2.83% -0.84% 0.15% 

Feb-22 0.38% 0.11% 1.02% -0.03% -0.35% 0.24% 1.27% 2.21% 0.22% 0.19% 

Mar-22 -0.64% -0.41% -0.89% -0.39% -0.46% -0.49% -1.19% -1.67% -0.48% 0.23% 

Apr-22 -1.88% -2.08% -1.83% -1.57% -2.00% -1.91% -1.02% -2.01% -1.44% 0.11% 

May-22 -1.83% -1.90% -2.11% -1.77% -1.50% -1.98% -2.55% -2.68% -2.95% -0.03% 

Jun-22 -0.05% 0.12% -0.18% -0.10% -0.04% 0.08% -0.73% -0.45% -0.53% 0.22% 
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Spread Behavior 
India’s sovereign yield curve flattened rapidly over the quarter as the yields on shorter tenure papers rose 

faster than those on longer maturity bonds. High yields in the short end indicate d the market getting 

prepared for further rate hikes while the relatively slower rise in the longer end indicate the comfort that 

inflationary conditions will be addressed over the year. This is in sharp contrast to the record steepness 

observed post the off-schedule 40 bps rate hike in May when the spread between the overnight LAF Repo rate 

and the 10-year benchmark was almost 300 bps. The heightened market uncertainty and risk averseness amid 

the fast depletion of market liquidity is evident from the narrowing of spreads across the curve  i.e. between 

short-term bonds and the 10-year benchmark as well as between the long-term bonds and the 10-year 

benchmark. The sharp jump in CPI numbers resulted in contraction of the spread with the 10 -year while the 

short term spread went deeper into negative territory despite the 90 bp s hike in the LAF Repo rate by RBI. 

 
Table 10: Spread Behavior - Basis Points    

Spread/Quarter Q1-FY23 Q4-FY22 Q3-FY22 Q2-FY22 Q1-FY22 

10Y-LAF Repo 294 279 244 231 225 

10Y-1Y 176 229 239 265 251 

10Y-3Y 75 127 128 141 133 

10Y-5Y 30 58 59 47 49 

15Y-10Y 16 32 37 48 42 

40Y-10Y 26 44 58 78 63 

10Y-CPI 9 43 141 193 57 

LAF Repo-CPI -285 -236 -103 -108 -168 

10Y-US10Y 441 483 490 499 467 

  

India – US Spread 
Foreign investors continued selling Indian debt during Q1 -FY23 due to rising global yields especially in the US 

following the Fed’s policy tightening, weakness in the rupee, India’s worsening current account deficit (CAD) 

and rising domestic inflation on account of sharp rise in imported commodity prices. Recent RBI research 

shows how rising US yields tend to be associated with portfolio outflows from India. The sharp rise in short -

term US treasury yields mirroring the Fed’s rate hikes have led to a yield c urve inversion in the US thereby 

raising fears of a recession in the near future while narrowing the spread with Indian bonds. Further rise in US 

yields as indicated by the Fed trying to control the rapidly rising US inflation will adversely affect foreign 

interest in Indian bonds, especially in the light of the ongoing geo-political events due to Russia’s invasion of 

Ukraine. May 2022 bucked the trend with long-term VRR inflows of ₹9043 crore following RBI’s off-cycle rate 

hike which drove India’s short-term yields to the highest levels in the Asia Pacific region. 
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  Bid-Ask Spread  

Apart from semi-liquid securities, quarterly average bid-ask spread for liquid and illiquid liquidity buckets 
remained steady as compared to the previous quarter. The bid-ask spread for liquid securities remained 
nearly-steady at 0.03 bps during Q1 of FY23 vis-à-vis 0.02 bps in Q4 of FY22. The average spread for semi-
liquid and illiquid securities stood at 0.21 bps each compared to 0.16 bps and 0.21 bps respectively fo r the 
previous quarter.  
 

Table 12: Bid-Ask Spread Analysis: Q1-FY23 
Spread (paise) Apr-22 May-22 Jun-22 

Liquid Securities 0.03 0.04 0.03 
Semi-Liquid Securities 0.23 0.20 0.21 
Illiquid Securities 0.14 0.19 0.30 

 
Sovereign Debt Trading Activity 
G-Sec trading activity picked up in Q1-FY23 as participants churned portfolios following the policy rate 
changes. Market sentiments however worsened due to the huge supply amid rising inflation numbers and 
continuation of the conflict in Ukraine. The sovereign yield curve witnessed a sustained rise over the quarter.  
 
Table 11: Trading Summary - Government Bond Market (₹ Lakh Crore) 

 Period Outright Market Repo TREP 

G-Sec SDL T-Bill 

Q1-FY22 16 2 5 64 163 

Q2-FY22 21 2 4 56 191 

Q3-FY22 16 1 3 66 233 

Q4-FY22 14 2 4 70 236 

Q1-FY23 19 2 4 74 230 

 

Corporate Debt Trading Activity 
Trading activity in corporate bond market declined in Q1-FY23 with average volume falling by 24% compared to previous 
quarter at ₹6054 crore. It was down by 20% when compared to Q1-FY22. Deals averaging ₹3649 crore were reported on 
NSE in Q1-FY23, posting negative growth of 26% over Q4-FY22 and 19% over Q1-FY22. On BSE as well, average deals 
witnessed a decline of 21% compared with previous quarter at ₹24052 crore.  
 
Secondary market activity in the CD market increased noticeably by 44%, while activity in the CP market moderated by -
8% on q-o-q basis. It can be seen that trading in CD market has been on the rise since Q2 of FY22 and with increasing 
interest rate scenario it picked up momentum in Q4 of FY22. Between Q2 (FY22) and Q1 (FY23), secondary market activity 
in CD has grown by 415%. Activity in the corporate bond repo market improved by 166% in Q1-FY23 after falling sharply 
during previous quarter.  

 Table 13: Trading Activity in Corporate Debt Market (₹ Crore)  

Quarter Corporate Bonds Certificates of Deposit Commercial Papers Corporate Bond Repo 

Q1-FY22 284196 35490 105875 124449 

Q2-FY22 314371 21840 115708 90076 

Q3-FY22 280372 24760 80085 45500 

Q4-FY22 299463 78177 105309 3437 

Q1-FY23 229102 112492 96141 9136 
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Corporate Borrowings 
Amount raised through the issuances of corporate bonds nearly halved in Q1 -FY23 to ₹92007 crore from 
₹171339 crore in the previous quarter. The dip can be observed in finance (62%), infrastructure (58%) and 
others (16%) categories. On the contrary, manufacturing and oil companies raised more funds (163% and 
117% q-o-q) during the period under review. Generally, fresh issuances of corporate bonds are lower at the 
beginning of the financial year as companies are busy drafting their business plans for the new financial year 
and seeking permissions from their boards for fundraising plans. Companies are also holding back their 
borrowing plans amid volatile interest rate movements. On an average, the sh are of finance companies in 
total primary issuances stood at 38%, followed by manufacturing companies (30%) on q -o-q basis.   
   

    

 

Short-term Corporate Borrowings (CDs & CPs) 
At the beginning of new financial year amid the rising interest rate environment, fund raising through issuances of 
Certificate of Deposits (CDs) moderated compared to the previous quarter. The number of CDs issued by banks in Q1-FY23 
stood at 608 worth ₹151200 crore against 810 issuances worth ₹176195 crore in Q4-FY23. However, when compared with 
Q1-FY22, total issuances (in volume terms) escalated by 279%. 
 
Short-term fund raising through Commercial Papers (CPs) during the quarter was a tad lower vis-à-vis the previous 
quarter. Rising interest rates and roll-back of excess liquidity by RBI led to 4% decline in CP issuances (in volume terms) on 
q-o-q basis. In absolute terms, it stood at ₹344403 crore in Q1 of FY23 against ₹360333 crore in previous quarter and 
₹389269 crore in Q1-FY22.  
 

      
                 

 
 



10                     CCIL Debt Market Quarterly               Apri l  - June 2022  
 

Unless otherwise mentioned, the report is based on calculations by Economic Research Department, CCIL using information publicly available on the 
websites of the Reserve Bank of India, CCIL, Clearcorp, SEBI, FIMMDA, FBIL and MOSPI. 

 
  

Corporate Bond Spreads  
With RBI increasing policy rates at a faster pace than expected at the beginning of the financial year to tame rising 
inflation, corporate bond yields got aligned with the new interest rate scenario tracking changes in government bond 
yields. Yields hardened across maturities in Q1-FY23 with maximum impact on the medium to long term maturity profile. 
Average AAA 1-year, 5-year and 10-year yields surged by a massive 89 bps, 221 bps and 167 bps respectively compared to 
the previous quarter. The spread on AAA rated corporate bonds over corresponding maturity government bonds has 
remained volatile amid the upward inflation trajectory, RBI’s future response to evolving growth and inflation 
uncertainties and thin trading volume in corporate bonds. The same can be observed for corporate bond yields across 
maturities for various participating categories. 
 

        
            

OIS Spreads 
Swap rates across maturities have moved higher indicating further rate hikes. The surprise repo rate hike at an 
unscheduled, off-cycle Monetary Policy Committee meeting in May and further rate hike in June has forced the market to 
shift its interest rate view drastically. Spreads between OIS rates and G-sec yields narrowed at the shorter end (3M) by 5 
bps in the quarter under review. However, for1-year, 2-year and 5-year maturity buckets, it’s a jump of almost 20-25 bps 
over the previous quarter.  
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RBI Actions during Q1-FY23 
Date Action 

1-Apr-22 RBI reverted to the WMA limits and timelines for OD for State Governments / UTs. 

5-Apr-22 
RBI indicated the quantum of total market borrowings by the State Governments/UTs for Q1-FY23 to be 
₹190375 crore. 

8-Apr-22 

Liquidity Measures 
• RBI instituted the Standing Deposit Facility (SDF) with an interest rate of 3.75% replace the fixed rate 
reverse repo (FRRR) as the floor of the LAF corridor with immediate effect.  
• RBI restored the width of the LAF corridor to its pre-pandemic level of 50 bps.  
• RBI restored the opening time for financial markets regulated by the RBI to the pre-pandemic timing 
of 9:00 am with effect from April 18, 2022. 
Regulation and Supervision 
• RBI enhanced the limit for inclusion of SLR eligible securities in the HTM category to 23% of NDTL and 
allowed banks to include securities acquired between April 1, 2022 and March 31, 2023 under the 
enhanced limit. The HTM limits would be restored from 23% to 19.5% in a phased manner starting from 
the quarter ending June 30, 2023. 

19-Apr-22 RBI notified the limits for investment in debt and sale of Credit Default Swaps by FPIs. 

4-May-22 

• The Monetary Policy Committee (MPC) raised the policy repo rate under the LAF by 40 basis points to 
4.40% with immediate effect. Consequently, the SDF rate stands adjusted to 4.15% and the MSF rate 
and the Bank Rate to 4.65%. 
• RBI increased the cash reserve ratio (CRR) by 50 bps to 4.50% of NDTL, effective from the fortnight 
beginning May 21, 2022 resulting in liquidity withdrawal of ₹87000 crore. 

8-Jun-22 

• The MPC raised the policy repo rate under the LAF by 50 bps to 4.90% with immediate effect. 
Consequently, the SDF rate stands adjusted to 4.65% and the MSF rate and the Bank Rate to 5.15%. 
• The MPC will remain focused on withdrawal of accommodation to ensure that inflation remains 
within the target going forward, while supporting growth. 
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Disclaimer  
This document contains information relating to the operations of The Clearing Corporation of India Ltd. (CCIL), its 
Members and the Reserve Bank of India. While CCIL has taken every care to ensure that the information and/or data 
provided are accurate and complete, CCIL does not warrant or make any representation as to the accuracy and 
completeness of the same. Accordingly, CCIL assumes no responsibility for any errors and omissions in any section or sub-
section of this document. CCIL shall not be liable to any member or any other person for any direct, consequential or 
other damages arising out of the use of this document.  
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