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With the yield on the two liquid 10-year Government Securities (G-Secs)
hardening further by 5-7 basis points on Monday, all eyes are now on the
next move of the Reserve Bank of India.

Overall, yields on the new 10-year benchmark (5.85 per cent GS 2030)
and the earlier benchmark (5.77 per cent GS 2030) have risen about 30
and 28 basis points, respectively, since January-end.
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In price terms, the new 10-year benchmark and the earlier benchmark
declined about ₹2.14 and ₹1.93, respectively, since January-end in the
secondary market. (Bond yields and prices move in opposite direction.)

The rise in yields comes in the backdrop of the government announcing
in the Budget that it will borrow an additional ₹80,000 crore in February-
March and the borrowing for FY22 would be ₹12-lakh crore.

 

Oversupply of govt paper

There are concerns that oversupply of government paper will have a
crowding-out effect on private sector investments and increase the
overall cost of borrowing in the economy.

State Bank of India’s Chief Economic Adviser, Soumya Kanti Ghosh, has
cautioned that any further upward movement in G-Sec yields, even by 10
bps from the current levels, could lead to mark-to-market (MTM) losses
for banks. An MTM loss will require banks to make provisions for
depreciation in investments.

Short-selling
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In a report on G-Secs, Ghosh said that one of the reasons for the recent
surge in yields might be short-selling by market players.

The report said the central bank will have to resort to unconventional
tools, including speaking to market players/off-market interventions,
open market operation in illiquid securities, and penalising short-sellers,
to control the surge in bond market yields.

Madan Sabnavis, Chief Economist, CARE Ratings, said ever since the
government announcement of additional borrowing, the markets have
been spooked, with the 10-year G-Sec yield on the rise.

government bonds  debt market and bonds

         

0

COMMENTS

You May Like

Max Life Insurance Quotes | Sponsored

cio.com | Sponsored

Hero Wars | Sponsored

Term Plan that returns premiums*^ & protects till the age of 85

How Huawei and SAP deliver intelligent data to your enterprise

Play just 1 minute to find out why everyone loves this RPG!

cio.com | Sponsored

Optimise your server infrastructure for high performance

https://t.me/HinduBusinessLine
https://www.facebook.com/TheHinduBusinessLine
https://twitter.com/businessline
https://www.instagram.com/hindu_businessline/
https://www.youtube.com/user/HinduBusinessLine
https://www.linkedin.com/company/business-line-aka-the-hindu-business-line?trk=biz-companies-cym
https://play.google.com/store/apps/details?id=com.mobstac.thehindubusinessline
https://apps.apple.com/in/app/business-line-for-iphone/id855182339
https://www.thehindubusinessline.com/topic/government-bonds
https://www.thehindubusinessline.com/topic/debt-market-and-bonds
mailto:?subject=As%20bond%20yields%20harden%20further%2C%20all%20eyes%20on%20RBI%20&body=https%3A%2F%2Fwww.thehindubusinessline.com%2Fmoney-and-banking%2Fas-bond-yields-harden-further-all-eyes-on-rbi%2Farticle33906326.ece
whatsapp://send?text=As%20bond%20yields%20harden%20further%2C%20all%20eyes%20on%20RBI%20 https://www.thehindubusinessline.com/money-and-banking/as-bond-yields-harden-further-all-eyes-on-rbi/article33906326.ece?utm_campaign=amp_article_share%26utm_medium%3dreferral%26utm_source%3dwhatsapp.com
https://www.maxlifeinsurance.com/term-insurance-plans/get-quote?utmCode=14230408&utm_source=Impact&utm_medium=Taboola&utm_campaign=%3Ccampaign_name%3E&utm_content=AD_TROPGif&utm_term=%3Csite_name%3E&utm=BKROP&utm_theme=TROP&tblci=GiCDPvfwOcc66mbJa8HAXgv4yYaWZm8NdJkxNWUnWdWK2CC5tk8ozZeMka6x_oGUAQ#tblciGiCDPvfwOcc66mbJa8HAXgv4yYaWZm8NdJkxNWUnWdWK2CC5tk8ozZeMka6x_oGUAQ
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%201:
https://www.cio.com/native-link/boundless-agility/collection/optimize-your-server-infrastructure-for-high-performance/article/how-huawei-and-sap-deliver-intelligent-data-to-your-enterprise?utm_source=idg&utm_campaign=Huawei25547A&utm_medium=cpcGoldAPAC&utm_content=taboola#tblciGiCDPvfwOcc66mbJa8HAXgv4yYaWZm8NdJkxNWUnWdWK2CC8lj4os-Touden54lW
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%201:
https://hero-wars.com/?hl=en&l=loot&l=loot&m=registration&nx_source=adx_taboola.hw_wb_uk_-.cc-ww_en.au-title_test.cr-gofra75m_play.lp-loot.dt-taboola.cid-8742849.agid-2972188638.pt-1174891.csd-180221.-&tblci=GiCDPvfwOcc66mbJa8HAXgv4yYaWZm8NdJkxNWUnWdWK2CDlwUcoo7nIrset-bDoAQ#tblciGiCDPvfwOcc66mbJa8HAXgv4yYaWZm8NdJkxNWUnWdWK2CDlwUcoo7nIrset-bDoAQ
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-b:Below%20Scroll%20Thumbnails%20|%20Card%201:
https://www.cio.com/native-link/boundless-agility/collection/optimize-your-server-infrastructure-for-high-performance/article/optimise-your-server-infrastructure-for-high-performance?utm_source=idg&utm_campaign=Huawei25547A&utm_medium=cpcGoldAPAC&utm_content=taboola#tblciGiCDPvfwOcc66mbJa8HAXgv4yYaWZm8NdJkxNWUnWdWK2CC8lj4o2t__zOmFmIpj
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbs-feed-01-a:Below%20Scroll%20Thumbnails%20|%20Card%202:

