
CCIL TENOR INDEX 

Background 

Indices are considered as a pointer for market movements. Fund managers and investors track the 

performance of the market and compare the returns on specific investment using such indices which are 

believed to capture the changes in the economic and monetary environment of the economy. Index 

calculation should be precise and reflect changes in the value of securities included in the portfolio. It 

should be transparent in the sense that investors should know securities included in the construction of 

a particular index and the risk associated with the securities (in terms of Duration and Convexity). 

The Clearing Corporation of India Limited is the Central Counterparty for all transactions in the Indian 

Government Securities market and follows the process of netting through novation to provide 

guaranteed settlement for all secondary market transactions routed through it. Thus utilizing the trade 

wise information, CCIL computes the volume weighted average prices of all traded securities. It also 

computes theoretical price of these securities using a Yield to Maturity Curve internally developed. The 

family of indices released by CCIL are: 

1. CCIL Broad Index: This index comprises of top 20 traded bonds.  

2. CCIL Liquid Index: This index comprises of top 5 traded bonds.   

3. CCIL All Sovereign Bond Index (CASBI): This index comprises 31 securities across all the tenors of 

the government securities market.  

4. CCIL Tenor Index: This index tracks the movement based on 5 tenor based buckets.   

5. CCIL T-Bill Index: This reflects the movement along the short term market, tracking the 

movement of the Treasury bills. 

6. CCIL SDL Index: This index reflects the movement of the securities issued by the State 

Governments, tracking their performance vis-à-vis their spread against the central government 

securities.  

Tenor Index 

Introduction 

The movement of yields in the bond market is not uniform across all the tenors of the bonds. The 

sensitivity of the bonds’ price to yield change differs across the tenors. To capture this tenor-wise 

behavior of bonds minutely and to help market players track the performance of the index depending 

on their investing needs, CCIL has designed the CCIL Tenor Indices. For the calculation these indices, all 

the outstanding government securities are divided into various baskets based on their tenors and the 

daily movement in these tenors is tracked separately. The outstanding government securities are 

divided into 5 groups. 

 

 



 

 

 

 

 

 

 

 

All the existing securities are categorized based on its residual maturity at the beginning of the month. 

One of the key features of this index being based purely on the residual tenor is that due to its scientific 

construction, there is no market or selection bias involved in its composition. As it is categorized into 

tenor buckets the individual bucket movement indicates the direction of the sovereign yield curve. 

Index Construction  

Eligibility Criteria 

Following criteria are considered on the rebalancing date i.e. the first day of every month for the 

construction of the said index. 

Issuer: Bonds issued by the central government are included in the portfolio of tenor index except 

special securities like OIL bonds, Inflation Indexed bonds, Fertilizer bonds, UTI capitalization bonds, 

Floating rate bonds, bonds with Call and Put options, etc. Bonds issued by the state governments, 

however, are kept out of the purview of the index modeling. 

Term to Maturity: Government securities, having maturity greater than 1.5 years as on rebalancing date 

i.e. the first day of each month, are included in the construction of tenor indices.   

Rebalancing of the bucket portfolio 

In a bid to meet the changing investment needs of the market players and to suit the current interest 

rate scenario, RBI issues new bonds frequently apart from reissuing the existing securities. The index 

constructed has the ability to add new issues and take into account any changes in the outstanding 

amount of a bond due to re-issue. However, it is done only on the first business day of every month, i.e. 

the baskets are reviewed and rebalanced on a monthly basis. During the month the daily index is 

computed using the same basket of bonds. 

Base Date and Value 

For the calculation of the Tenor Indices, December 31, 2003 has been selected as a base date with a 

value of 1,000. 

Holiday Consideration 
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CCIL calculates CCIL Tenor Indices for weekends and public holidays by taking prices of the previous 

working day for the computation. This helps the investors to accurately track the value of the index in 

cases of coupon accruals during the holiday period. 

Data Dissemination 

Apart from disseminating data on standard series of TRI, PRI and Duration of a portfolio – daily through 

its website, CCIL also disseminates the series on Weighted Yield and Weighted Coupon using market 

capitalization weighting.  

Price Calculation 

Trading in the Indian government securities market is almost wholly concentrated around the top 20 

securities. On an average around 80% of the trading takes place in only 5 securities. In such a scenario, 

price estimation of the securities especially in case of the Tenor Index which comprises of almost all the 

outstanding securities is important to accurately reflect the market movement as of a particular day. To 

calculate prices of the securities in the index only transactions of value Rs.5 crore and above i.e. the 

market lot are considered as reflective of the market movement. The volume weighted average price of 

each security is computed. In case the security is not traded or its transactions are not the market lot, 

then the estimated prices of the securities are utilized for computation of the index values. The prices of 

these non-traded securities are computed by estimating the sovereign yield curve. Thus the prices used 

for the computation of the index are a mix of volume weighted average traded price in case they are 

traded (Rs.5 crore or above) or the estimated prices from the above process. 

Index Calculation 

The Tenor Index aims to accurately capture the impact of the various characteristics governing a 

government security. The variation in the bond movement across the tenors is captured by dividing the 

securities into various buckets. The weights for calculating the index values are the market capitalization 

weighted price of each bond reflecting the effect of the bond outstanding and price change on the 

index. The index distributes the coupon accrued on a bond in the portfolio to all the bonds in the 

portfolio as per their market capitalization adjusted weight in the index. Thus the value of all the bonds 

increases after every coupon accrual in proportion to their weight. The index also takes into account the 

fall in the market capitalization of the bond on the day following the distribution of accrued interest.    

The investor in the fixed income market needs to account for the defined coupon accrued periodically 

from his holding, in addition to the change in the bond prices. Thus an index tracking this market has to 

reflect the returns earned by the investor though the receipt of accrued interest along with the change 

in the prices. The tenor index reflects the change in the value of the index due to the price movements 

and accrued interest through the Total Return Index (TRI). The price change of the bonds is reflected 

through the Principal Return Index (PRI).  Other than this the Duration, Yield and Coupon of the entire 

portfolio is also computed. 



1. Total Return Index: In this index the coupon accrued for a security in the portfolio is distributed 

among the other securities as per their weight in the index based on their market capitalization. 

The total return index is calculated every day by increasing the previous day’s index value by the 

ratio of the change in portfolio’s total weighted average gross price compared to the previous 

day. The gross price is adjusted for loss of accrued interest on the coupon payment day.  

 

TR I,t = TR I, t -1 x {( Σn 
I = 1  WGPi,t  )/ Σn 

I = 1 WGPi, t -1}                                              (1) 

 

Where WGP is the weighted average dirty price of all the securities in the portfolio and includes 

the distribution of the coupon accrued in case of a coupon payment on a security in the 

portfolio on a particular day. TR is the Total Return Index as of that day. 

 

2. Principal Return Index: The principal return index is calculated every day by increasing the 

previous day’s index value by the percentage change in the portfolio’s weighted net price (clean 

price) as given in equation 2. 

               PR I,t = PR I, t -1 x { Σn 
I = 1 WCPi,t / Σn 

I = 1 WCPi, t -1}                                                          (2) 

Where WCP is the weighted average clean price of all the securities in the portfolio. PR is the 

Total Return Index as of that day. 

              Note: Dirty price and clean price of a bond are weighed depending on the share of the security’s 

market capitalization in the market capitalization of the portfolio.    

3. Duration: Duration is used to measure the effective life of the bond and is an indicator of the 

interest rate risk of a portfolio. Duration of the each of the tenor buckets is calculated as the 

sum of the weighted duration of individual bonds in the basket. 

 

D = Σn 
I = 1   Di Wi 

 

Where Di is the duration of the component bond i and Wi is the relevant weight based on 

market capitalization of bond i. 

 

4. Yield: The yield of the portfolio is the sum of the weighted yield of the individual bonds in the 

portfolio. 

Y = Σn 
I = 1   Yi Wi 

 

Where Yi is the duration of the component bond i and Wi is the relevant weight based on market 

capitalization of bond i. 

 

5. Coupon: The coupon of the portfolio is the weighted average coupon of the outstanding of all 

the bonds in the index portfolio. 



Movement of CCIL Tenor Indices 

The movement of CCIL Tenor Indices (TRIs) and the movement of CCIL Tenor Indices (PRIs) are depicted 

in Chart 1 and Chart 2 respectively. 

 

 

 

 

 

Index Analysis 
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Chart 1: Movement of TRIs 
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Chart 2: Movement of PRIs 
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The 10-year benchmark is generally one of the most liquid and highly traded securities in the 

government securities market and its yield is considered as a proxy of the return from this market. Any 

index tracking this market must follow and reflect the movement of this benchmark security. A 

correlation analysis of the PRI of all the buckets in the CCIL Tenor Index with the 10-year security over 

the past 4 years shows a high degree of negative correlation. This is in line as price of a bond which is 

represented by the PRI and the yield of a bond move in opposite directions. 

The movement of the Tenor Index PRI inversely tracks that of the traded 10-year G-Sec yield. 

 

Table 1: Correlation Analysis of 10-year benchmark yield and PRIs of Tenor Index 

  10-year Yield PRI-1 PRI-2 PRI-3 PRI-4 PRI-5 

10-year 
Yield 1 

     PRI-1 -0.914 1.000 
    PRI-2 -0.985 0.943 1.000 

   PRI-3 -0.971 0.878 0.975 1.000 
  PRI-4 -0.929 0.800 0.931 0.983 1.000 

 PRI-5 -0.943 0.831 0.949 0.985 0.993 1.000 

 

Risk Factors  

Investment in government securities is relatively risk free as compared to other avenues of investment. 

However, these markets are exposed to market risk i.e. a rise in interest rates, which could have an 

adverse impact on the securities prices and in turn the index. The government securities market is 

considered as the bellwether of the interest trends in the fixed income market. It is highly sensitive and 

reactive to the unfolding macroeconomic trends ranging from inflation, GDP etc., policy and regulatory 

measures related to Policy rates, Banking, FIIs etc.  



However, the Tenor Index with its maturity based groupings can help investors to minimize risk to some 

extent. Investors with low interest rate sensitivity can track the shorter duration bucket, which is subject 

to relatively lower risk. Investors with a higher duration perspective can track the longer tenor bucket. 

Active investors in the benchmark securities can track those buckets to capture the value of their 

portfolio.  

 

 

 

 

 

        


