
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CCIL Debt Market Quarterly 

           October - December 2022 

2022: Traversing Troubled Times 
The fact that no country has complete economic and financial market insulation 
anymore was never truer for the Indian bond market than in the calendar year 
2022. The trajectories for markets as well as Reserve Bank of India (RBI) actions 
were dictated by global events while the home front was mostly calm.   
 
Most of 2022 was dominated by the volatility triggered by aggressive policy 
tightening by global central banks led by the US Federal Reserve and a 
strengthening dollar on one hand and the Russian invasion of Ukraine on the 
other that pushed commodity prices to multi-year highs aggravating the global 
fight on inflation. China’s zero-Covid policy added further elements of 
uncertainty on global growth and inflation.  
 
Domestic policy had to be tweaked swiftly in line with global developments and 
policy measures included rapid withdrawal of liquidity accommodation, 
frontloaded LAF Repo increases including an off -schedule rate hike and 
restoration of the width of the LAF corridor to pre-pandemic levels with the 
introduction of the Standing Deposit Facility (SDF) apart from RBI’s multi -
pronged interventions to address the depreciation in the rupee.  
 
The domestic bond market battled the double whammy of dwindling liquidity 
amid hardening interest rates across the yield curve. Trading volumes were also 
impacted by high primary market borrowings for the third year running. Non -
inclusion of Indian G-Secs in global bond indices worsened the negative 
sentiments in the bond market. 
 
It was not all gloom, however, as 2022 was also the year of innovations with 
the potential to have a lasting impact on the Indian financial system with the 
launch of pilot trials of the Digital Rupee e₹, India’s Central Bank Digital 
Currency (CBDC) in both wholesale and retail segments, finalization of the 
framework for India’s first Sovereign Green Bond (SGrB) issuance (to commence 
on January 25, 2023) and opening up of the channels for India’s trade 
settlement in the rupee.   
  
Although policy focus remains on bringing down the core inflation, the rapidly 
cooling headline inflation numbers may soon prompt RBI to take the foot off 
the accelerator and start pressing the brakes on the rate hikes giving some 
respite to the market that now has all eyes pinned on the upcoming budget.  
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A Glance over the Quarter 
India’s growth outlook has been steadier and supported by high -frequency data related to credit growth, 
housing loans, toll collections, GST collections, railway freight traffic etc. Credit growth has been increasing 
by 15%-17% y-o-y while GST collection has been crossing the ₹1.40 lakh crore mark since 10 months. Retail as 
well as wholesale inflation eased faster than expected in Q3-FY23 while monthly accretion to foreign 
exchange reserves resumed and the rupee stabilized albeit at higher levels.  
 

 
 
The better-than-anticipated second quarter GDP growth numbers (6.30%) led prominent international 
agencies to alter their growth forecasts for the Indian economy and acknowledge its policy efforts to navigate 
“very difficult” external environment. IMF considers India the bright spot in a gloomy global economic 
scenario, while the World Bank recognized the country’s progress as “more resilien t” to global shocks. The 
upcoming Budget is expected to give further impetus to domestic manufacturing and capacity utilization.  
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Market Borrowings 
Robust tax collections have helped the Government in reining in market borrowings with no further 
announcements for additional borrowings to make up for the shortfall in the previous quarter. However, the 
cost of borrowings has increased in line with rising yields. RBI has released the calendar for the issuance of 
India’s first Sovereign Green Bonds.  
 

Primary Auctions - Central Government Dated Securities 
Functioning of the primary market was smooth with RBI raising the notified auction amounts every week. RBI 
accepted higher cut-offs in auctions in line with the uptrend in the yields in the secondary market.   
 

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 

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 - 

Q2-FY23 14 455000 439000 31357 92371 346629 -16000 

Q3-FY23 12 348000 348000 29000 96941 251059 - 

 

Auction Details  
The Central Government borrowed ₹348000 crore during the quarter, entirely through fixed coupon bonds 
following the repeated failure to sell FRBs during the previous quarter s. A new 14 year G-Sec was issued on 
December 16th. 
 

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 7.26% GS 2032 72000 72000 - 2.50 98.18-100.02 7.2548-7.5232 124000 

2 7.36% GS 2052 54000 54000 - 2.45 96.62-99.54 7.3971-7.6481 70000 

3 7.40% GS 2062 54000 54000 - 2.88 97.03-100.64 7.3489-7.6378 72152 

4 7.54% GS 2036 44000 44000 - 2.25 99.60-101.55 7.3562-7.5871 149000 

5 7.38% GS 2027 42000 42000 - 2.43 99.72-101.06 7.1021-7.4486 114000 

6 7.10% GS 2029 36000 36000 - 2.52 97.95-99.60 7.1770-7.5057 131987 

7 6.69% GS 2024 24000 24000 - 3.10 99.14-99.83 6.8025-7.2294 56000 

8 7.41% GS 2036 22000 22000 - 2.48 99.85-100.00 7.4100-7.4269 22000 

 Total 348000 348000 - 2.55    
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Auction Bidding   
In the absence of unpleasant surprises on the borrowing front, G -Sec auctions were smooth sailing in Q3-FY23 
with no devolvement or bid rejection. The primary market also received the support of long term investors 
with 71% of the issuances concentrated in the medium to long term bonds. Overall commissions charged by 
Primary Dealers (PDs) nearly halved compared to the previous quarter.  
 
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 

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 

Q2-FY23 455000 1151170 906 427088 903 37% 100% 2.5 11009 16000 439000 5.94% 0.71 

Q3-FY23 348000 887673 669 347331 669 39% 100% 2.6 - - 348000 0.00% 0.37 

 

Maturity Profile of Outstanding G-Sec 

While the interest burden of the Government’s borrowings has increased because of the rise in yields across 
the term structure, RBI has been able to further elongate the maturity profile of outstanding Government 
debt through a mix of issuances and switch operations. 10Y bonds accounted for 21% of issuances. The share 
of short term issuances in the 0-5 year bucket declined to 19%, while the 30-40Y bonds accounted for 32%.  
 
 Table 4: 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 

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 

Q2-FY23 101 86.61 11.96 7.08 2.86 26.68 29.37 18.05 15.00 8.04 

Q3-FY23 100 89.23 12.04 7.16 4.29 23.95 29.83 18.31 15.21 8.42 
*Excluding Special Securities   
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Short Term Borrowings  
Cost of short term borrowings by the Government soared to the highest levels since 2019 reflecting the front -
loaded hikes in the LAF Repo rate amid tightening banking liquidity. 91 -DTB auction cut-offs have been easing 
since December on expectations of a s lowdown or pause in RBI’s rate hiking cycle during the MPC meeting in 
February.  
 

            
 
 
Table 5: 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) 

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 

Q2-FY23 117000 168610 241010 -72400 4.59 5.54 39 

Q3-FY23 130000 191393 168610 22782 4.80 6.39 37 

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) 

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 

Q2-FY23 91000 113869 169938 -56069 3.48 5.98 83 

Q3-FY23 78000 80894 172280 -91387 3.52 6.75 74 

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) 

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 

Q2-FY23 65000 87875 61255 26620 4.44 6.32 113 

Q3-FY23 78000 86531 98200 -11669 3.94 6.91 90 

 
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  
With the monetary policy focused on withdrawal of accommodation amid a record jump in credit offtake, 
banking system liquidity surplus has reduced significantly over Q3 -FY23 prompting banks to tap the MSF 
window to borrow funds. Domestic liquidity was also  impacted by the higher currency demand during the 
festival season, RBI's intervention in the currency market, high government cash balances and outflows on 
account of GST and advance tax payments. High credit demand has forced banks to raise interest rate s on 
deposits apart from record bond issuances. Banks’ focus on preserving liquidity was also evident in the 
dwindling response to RBI’s variable rate reverse repo (VRRR) auctions. RBI Governor Shaktikanta Das has 
emphasized on the importance of market participants weaning themselves away from surplus liquidity while 
the reiterating that RBI remained committed to two-way liquidity operations. 
 
Table 6: Durable Liquidity Flows (₹ crore) 

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

Coupon 
SDL Coupon 

Q3-FY22 85700 53266 458709 - 145810 47209 - 

Q4-FY22 56722 82646 412267 - 125493 89979 - 

Q1-FY23 134990 48479 259882 - 168780 77002 - 

Q2-FY23 92371 48990 472203 - 130863 94432 - 

Q3-FY23 96941 57337 439091   186107 83428 - 

Outflows Auctions OMO Sale  

G-Sec SDL DTB CMBs 

Q3-FY22 295000 157336 387996 - - 

Q4-FY22 130025 235318 476597 - - 

Q1-FY23 390000 110240 524737 - - 

Q2-FY23 439000 166107 370354 - - 

Q3-FY23 348000 181111 358817 - - 

 

Real Rates 
While the uptrend in overnight money market rates continued during Q3 -FY23, the weighted average call rate 
(WACR) largely remained within the policy rates corridor. Following the aggressive front -loading of LAF Repo 
rate hikes, both long term and short term real rates finally moved into positive territory during Q3-FY23 as 
inflation readings started falling.   
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Yield Movement 
The trajectory of G-Sec yields during Q3-FY23 tracked that of international macro parameters like US treasury 

yields and crude oil prices. Moderation of inflation in India and the US leading to expectations of a slower 

pace of rate hikes resulted in a softening in bond yields. Bond market participants also drew comfort from the 

debate within the MPC on the future course of rate hikes and liquidity tightening. Extension of the HTM 

dispensation, reassurances on fiscal consolidation and absence of any additional borrowing announcements 

amid robust tax flows were other positives for the market. While G -sec yields generally softened across the 

curve, money market rates and short-term bond yields hardened in tandem with the policy LAF Repo rate 

leading to a flattened yield curve.  

   

 
 

Indices Movement 
Rising crude oil prices, non-inclusion of Indian bonds in global bond indices, tight liquidity and rupee ’s 

depreciation to all time lows pushed bond yields up in October, impacting PRIs of various bond indices 

negatively. While November saw a marginal pick up amid comfortable liquidity and cooling inflation, PRIs 

reversed the gains in December on fears of slowdown in global growth and upward revision in CPI inflation 

forecast by RBI for the second half of FY23.  
  
Table 7: 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) 

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% 

Jul-22 0.81% 0.95% 0.67% 0.55% 0.74% 0.82% 0.80% 0.36% 0.58% 0.25% 

Aug-22 0.62% 0.51% 1.21% 0.00% 0.48% 0.86% 1.64% 2.08% 1.39% 0.25% 

Sep-22 -1.00% -1.09% -0.96% -0.92% -1.19% -0.94% -1.32% -0.70% -0.42% 0.24% 

Oct-22 -0.36% -0.45% -0.38% -0.37% -0.29% -0.64% -0.58% -0.34% -1.42% 0.17% 

Nov-22 1.11% 0.97% 1.12% 0.66% 0.87% 1.13% 1.19% 1.70% 1.28% 0.39% 

Dec-22 -0.28% -0.27% -0.23% -0.22% -0.23% -0.34% -0.06% -0.41% 0.15% 0.41% 
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Spread Behavior 
The G-sec yield curve continued flattening over Q3-FY23 as the rise in short-term rates in response to 

monetary policy actions was much higher than the rise in the long term rates . The longer end yields also drew 

comfort from positive developments on the inflation, growth and fiscal fronts. The suppression of spreads 

across the yield curve indicates continuance of uncertainty in the bond market. The India-US interest rate 

differential narrowed significantly during the quarter as the pace of the Federal Reserve’s rate hikes 

outstripped that of RBI’s.  The sharp fall in inflation numbers led to the entire yield curve moving higher than 

the LAF Repo rate in December, with the spreads widening to the highest levels in a year.  

 
Table 8: Spread Behavior - Basis Points    

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

10Y-LAF Repo 137 210 294 279 244 

10Y-1Y 51 104 176 229 239 

10Y-3Y 23 42 75 127 128 

10Y-5Y 10 19 30 58 59 

15Y-10Y 6 13 16 32 37 

40Y-10Y 10 25 26 44 58 

10Y-CPI 129 23 6 43 141 

LAF Repo-CPI -8 -187 -290 -236 -103 

10Y-US10Y 357 420 441 483 490 

  

India – US Spread 
The US Federal Reserve has retained its hawkish commentary on the future trajectory of the fed fund rate in 

calendar 2023 as it prioritizes controlling inflation at the cost of temporary economic pains. The US treasury 

yield curve remains inverted since July 2022, flashing signs of economic slowdown. While India’s interest rate 

differentials with the US do not have a larger impact on the debt Indian market due to the very low share of 

foreign investors, total decoupling of the overall financial markets is n ear impossible. The impact of the 

narrowing differential has been clearly visible in the depreciation in the rupee, depressed forward premia 

points and the persistent dollar outflows from the equity segment.  The quarter also saw net outflows from 

the debt segment as rumors on the inclusion of Indian G-Secs in global bond indices were dispelled.  
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Sovereign Debt Trading Activity 
G-Sec trading activity declined during Q3-FY23 due to the hawkish comments and aggressive policy tightening 
by RBI and Fed, the non-inclusion of Indian G-Secs in global bond indices and sharp tightening in banking 
system liquidity amid credit growth. Trading volumes were also negatively impacted by higher primary market 
issuances amid weak sentiments due to uncertainty over a pause in the current rate hiking cycle.  
 
Table 9: Trading Summary - Government Bond Market (₹ Lakh Crore) 

 Period Outright Market Repo TREP 

G-Sec SDL T-Bill 

Q3-FY22 16 1 3 66 233 

Q4-FY22 14 2 4 70 236 

Q1-FY23 19 2 4 74 230 

Q2-FY23 23 1 4 85 240 

Q3-FY23 17 1 3 87 249 

 

OIS Spreads 
Short term swap rates touched the roof in 2022 by escalating 261 bps at the close of December. In Q3 -FY23, 
rates hardened by 76 bps over the previous quarter on account of rising crude oil prices and hawkish 
comments from global central banks to keep hiking interest rate s to anchor inflation. As increase in 3M OIS 
rate outpaced increase in 3M G-sec yield, spread has remained in positive territory. However, for other tenor 
pairs, the spread has declined every month during the quarter tracking the fall in US yields.  
 

 
 

Corporate Debt Trading Activity 
Except corporate bond repos, secondary market activity in other corporate debt instruments moderated in 
Q3-FY23 vis-à-vis Q2-FY23. Since the beginning of FY23, trading in corporate bond repo market has grown 
309%, with 14% q-o-q growth in Q2-FY23. Trading in other instruments remained lackluster as investors 
remained on the sidelines on account of lack of significant cues amid the festival season.      

Table 10: Trading Activity in Corporate Debt Market (₹ Crore)  

Quarter Corporate Bonds Certificates of Deposit Commercial Papers Corporate Bond Repo 

Q3-FY22 280372 24760 80085 45500 

Q4-FY22 299463 78177 105309 3437 

Q1-FY23 229102 112492 96141 9136 

Q2-FY23 291757 138033 120398 32855 

Q3-FY23 268208 100365 106594 37402 
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Corporate Borrowings 
Most of the banks and companies were seen tapping the secondary corporate bond market to refinance their 
high-cost borrowings after a marginal decline in yields. This led to 28% growth in corporate bond issuances in 
Q3-FY23 to ₹202577 crore from ₹158337 crore during the previous quarter  (y-o-y growth of 29%). The cases 
maximum growth can be seen in oil bonds. Banks turned to infrastructure bond s to meet the requirements of 
higher credit off-take; witnessing 71% growth in issuances. The scenario is completely opposite compared to 
Q3-FY22 when y-o-y growth in this category has contracted by 9%.     
     

          

 
Short-term Corporate Borrowings (CDs & CPs) 
The number of Certificates of Deposits (CDs) issued by banks in Q3-FY23 stood at 913 worth ₹202695 crore 
against 871 issuances worth ₹160443 crore in Q2 -FY23. When compared with Q3-FY22, total issuances (in 
volume terms) escalated by 324%. Increase in CD issuances was on account of aggregate deposits lagging 
behind the credit offtake boom, decline in surplus liquidity available with banks and quarter -end funding 
requirements to disburse short-term loans.  
 
Issuances of Commercial Papers (CPs) remained subdued during the quarter as surge in rates made rolling 
over of maturing papers unappealing. Fund raising through CPs during Q3 -FY23 was at ₹316006 crore, 18% 
lower than the ₹383671 crore raised in the previous quarter. The contraction is sharper (by 51%) vis-à-vis Q3 
FY22. Number of CP issuances too declined by 7% q-o-q and 31% over the same quarter previous year.   
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Corporate Bond Spreads  
The impact of frequent rate hikes by RBI, uncertainty around pace and quantum of such hikes in near future, 
volatile crude oil prices and tightening liquidity in the banking system had varied effect on corporate bond 
yields. At the shorter end, average corporate bond yields jumped by 53 bps within three months following 
policy tightening by RBI and shortage of liquidity with banks. However, market expectations for slower pace 
of rate hikes in near future on back of easing inflation and macroeconomic stability, pulled average 5Y bond 
yields down by 49 bps in Q3-FY23 vis-à-vis Q2-FY23. The spread on AAA rated corporate bonds over 
corresponding maturity government bonds eased substantially during the quarter amid thin volumes. Overall, 
corporate bond yields moved in tandem with G-Sec yields. Average corporate bond spreads over G-Sec 
oscillated in a narrow range of 42 bps to 52 bps across maturity pairs.  
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