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Borrowing cost for states rises on increase in G-Sec

yield

According to the Reserve Bank of India (RBI), the 10-year weighted average borrowing

cost for states was at 7.24% on January 18,  higher than 7.14% on January 11. With this, the

spread between 10-year government securities and SDLs has widened to more than 61

basis points as against the spread of 58 basis points a week ago.

January 19, 2022 2:00:00 am   

Apple
167.02 -1.64%

AMC Entertainment
$18.32 -2.68%

Amazon
$3133.14 -1.42%

Delta 
$38.93

Thursday, Jan 20, 2022

Sign in

INDIA

NEWS
MARKETS STOCK HEALTHCARE ECONOMY MONEY AUTO INFRA SME B

https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjss_H5zDYSCcOOET2jv6oon8Wy-3tJSX55ieFuEUifpx_6tntVjUrPIXvKj8Fjmj1w7Z_SXtkslGV38L8MAsPiHyh_pegTPSd03pHkbOpxfBt5AoPZH3QjzcBBHKdUzvlStwWtJEtTB6dGxTJSBzYnSjL3C8ZSxH9lpL9C99TtSd_EM8zTWHLT5im_ZSvNuD33skzOVkdgcb4_OhV1IWx-begn9R7thXTUxeAzqOoyEQJ3WNJ_ul6YXoiTXtjBTQLc6dORrwxW9d82MemziC0gCqWNSN_dQpm_Fc1th4ONZB0JFSKzX2j-UnZ0SozKa5_ivFUvhvBJUk2r1L_u1Z2yIR-IWnYPsj_lLAYsWPYzx5QakC8rC10Oc&sai=AMfl-YQR_JrBZefJihgPdnujaI_ZMlidsx8IXZx0FLMRmeQMpKZ79RVoh4cuIKwyOa2MOdgcdN2zclDYaDHVVa-kRFg_09BmYfOtLwp2VtGXICnczN0LffTsekjlq5Uu_jC2yrx9&sig=Cg0ArKJSzMrgJ3FeqcFF&fbs_aeid=[gw_fbsaeid]&adurl=https://googleads.g.doubleclick.net/dbm/clk%3Fsa%3DL%26ai%3DC5zzOKQDpYa3gGK-d3LUP67GB6AyKwJHVZ7P096OSD9yVsLmSLhABIMClqyNg5dLmg7wOyAEJqQLH8ne0FtpMPqgDAaoE1wFP0IjsX6lpzusednHO__A9lkS6ehQhBUDgrDpEyBzplRGDGuiyIQBD9GAmmqiR22-CEHpg7_zyLB9DkUAC4B0-j3I80hCNiJZQsj1Nj_JBxC6_WfEdQKruaI7JCjQeDbbIJxYP6MoktoP-oD0vYvWU6b8cAtftU30GqvYAFwnAd9hMWiqWjcyUGS-3w_RTTVkWyBAqspxDT0_NuLs4KLOUMfre2TCN4mKHBoxAIJa-RI5St0aazpiRiNnF8ZDgw8zkTTrF9rNu8wDMysd5UijRsZrzXKv70sAEsbC14PAD4AQDkAYBoAZNgAfJsNb8AogHAZAHAqgHjs4bqAeT2BuoB-6WsQKoB_6esQKoB9XJG6gHpr4bqAfz0RuoB5bYG6gHqpuxAqgH35-xAtgHANIIBggAEAIYBYAKA5gLAcgLAYAMAbATqefmDdATANgTA9gUAdAVAYAXAQ%26ae%3D1%26num%3D1%26cid%3DCAMSeQClSFh3Kl6tvj_zlzsrwkwLod41bH491_m9pTufSSLXv3MDPg9MYaf-_450uE2jY2QnOFyRx7m-Oxh7y4IoTxXNYScRCv_D6Tnk7e7ZncSFcYj0QdJuU4NX_gRLvcX2_o6OjkpCFuZCHc58Uq-LeoTuD4Gam5RCESI%26sig%3DAOD64_1yoz4MMxIW626KcF_H9QLHb-I7mg%26dbm_c%3DAKAmf-DdnjTVcTZ4CsekAOP9nDlABwV-RpjIfpRaRpU4S1L5tFCrzUBCEyBIiF2MsbncWb5A2Td-6WcIlAjOcqcTSaxjziJNriteTqJ6MLDQWzkYgzWBrMKmAVQ0_UrUwNGIvrK3UDFag5APJXlAa6JcDkF1eAM8KQ%26cry%3D1%26dbm_d%3DAKAmf-B1GU34P9WDDHUMDmbY7d218qxAEGyXWLob8sh4oQKLPdD8x5YkYOaeLJo6MmTUBLNmIf8aUXq37WiVr_iOjVPGNpSOrPGtDLK0tt55WLc5reUFXh5MBztWJaqG_8wwTnfgOxc_Iglx1PinkDekn6SRfV9kium1NW_YokDIR2j1EFRkC4VEBKtmQ4DtolGzIzy_PYqmQyoctk_ueEX1L1wJgeVa7_X_x0_3UiRS6GrXBbvzJFQ%26adurl%3Dhttps://ad.doubleclick.net/ddm/trackclk/N733098.4290995FINANCIALEXPRESS-/B27049733.325464939%253Bdc_trk_aid%253D517508984%253Bdc_trk_cid%253D164410990%253Bdc_lat%253D%253Bdc_rdid%253D%253Btag_for_child_directed_treatment%253D%253Btfua%253D%253Bltd%253D
https://www.financialexpress.com/
https://www.financialexpress.com/economy/
https://www.financialexpress.com/economy/borrowing-cost-for-states-rises-on-increase-in-g-sec-yield/2409910/?share=twitter&nb=1
https://www.financialexpress.com/economy/borrowing-cost-for-states-rises-on-increase-in-g-sec-yield/2409910/?share=facebook&nb=1
https://www.financialexpress.com/economy/borrowing-cost-for-states-rises-on-increase-in-g-sec-yield/2409910/?share=jetpack-whatsapp&nb=1
https://www.financialexpress.com/
https://www.facebook.com/thefinancialexpress
https://twitter.com/FinancialXpress
https://www.linkedin.com/authwall?trk=gf&trkInfo=AQFRWLsWE52aTQAAAXwwPa2oTOIVXDBiquHXdcxm7KNXrjGEzDcOV0_UFhBmnz43zAIXLeTHid3r6yvr1boHS9cLHoXOShekZ0JBJc2V-SOMWwPZ5NBeCFAYcSKdVmiv3bgPhGc=&originalReferer=&sessionRedirect=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fthe-financial-express-india%2F
https://www.financialexpress.com/
https://www.financialexpress.com/india-news/
https://www.financialexpress.com/market/
https://www.financialexpress.com/market/stock-market/
https://www.financialexpress.com/healthcare/
https://www.financialexpress.com/economy/
https://www.financialexpress.com/money/
https://www.financialexpress.com/auto/
https://www.financialexpress.com/infrastructure/
https://www.financialexpress.com/industry/sme/
https://www.financialexpress.com/brandwagon/


1/20/22, 11:55 AM Borrowing cost for states rises on increase in G-Sec yield - The Financial Express

https://www.financialexpress.com/economy/borrowing-cost-for-states-rises-on-increase-in-g-sec-yield/2409910/ 2/12

Market participants expect yields on 10-year SDL to rise constantly in line with government securities as there is

uncertainty among investors regarding higher borrowing by state governments and the Budget.

By Manish M Suvarna

The borrowing cost of State Development Loans (SDL), with a maturity of 10-

years, rose sharply by 10 basis points to a 21-month high in Tuesday’s auction

due to a steep rise in yields on government securities in the last few days. The

borrowing cost has touched its highest level after April 13, 2020.

According to the Reserve Bank of India (RBI), the 10-year weighted average

borrowing cost for states was at 7.24% on January 18,  higher than 7.14% on

January 11. With this, the spread between 10-year government securities and

SDLs has widened to more than 61 basis points as against the spread of 58 basis

points a week ago.

“The rise is in line with the rise in the yields on government securities and thus

it has not been surprising,” said Sandeep Yadav, senior vice president,  head –

�xed income, DSP Investment Managers.

In the SDL auction, 12 states raised `21,159 crore, which was `500 crore higher

than the noti�ed amount because Rajasthan has accepted an additional

amount in �ve-year security. Of the 12 states, Bihar, Goa, Manipur, Uttar Pradesh

and West Bengal raised funds via 10-year SDLs.

According to a CARE Edge report, the market borrowings by many states in the

current �nancial year has been lower than a year ago. This could be attributed
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to their improved revenue positions this year and the lower expenditure being

undertaken by them.

In the past few days, yields on government securities have risen sharply due to

the devolvement of bonds on Primary Dealers by the RBI in a weekly bond

auction, and a sharp rise in US Treasury yields and Brent crude oil prices. This

has dampened sentiments of traders and investors in the market, which led to

a sell-off pushing the benchmark yield higher.

On Friday, the benchmark yield rose more than six basis points, while the new

benchmark is also trading higher owing to low volume and uncertainty. The

RBI devolved a new benchmark bond on Primary Dealers at its maiden auction

after it received tepid demand from investors.

Global factors have raised an expectation among market participants that the

central bank will soon hike interest rates. The US Federal Reserve has already

announced a possible rate hike in this calendar year and tapering of its bond

purchases. Rising Brent crude oil prices are also creating in�ationary pressure

because India imports a majority of crude oil from oil-producing countries.

Market participants expect yields on 10-year SDL to rise constantly in line with

government securities as there is uncertainty among investors regarding

higher borrowing by state governments and the Budget. “We expect yields to

rise by another 10-15 basis points till the Budget and policy considering global

factors,” a dealer with a private bank said.
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