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On September 23 — a week before the Reserve Bank of

India’s (RBI) last monetary policy review — 10 state

governments together raised Rs 8,100 crore of 10-year

market loans at cut-off yields ranging from 8.9 per cent to

8.99 per cent.

Last Tuesday, 14 states managed to mop up Rs 15,225 crore

again through 10-year paper. But this time, the yields were

between 8.43 and 8.46 per cent.

What changed in these two months? Well, RBI did not bring

down its overnight lending (“repo”) rate, which remains at 8
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per cent. Yet, state governments have seen their borrowings

costs fall by 50-odd basis points.

Since RBI’s last bi-monthly review on September 30, yields on

the Centre’s benchmark 10-year security have dropped from

8.51 to 8.09 per cent. It is even more against the peak of 9.1

per cent on April 7. Then, too, the repo rate was 8 per cent.

But it isn’t just government bonds.

Since September 30, rates on corporate borrowings against

one-year commercial paper — basically unsecured

promissory notes — have come down by roughly 40 basis

points to 8.9 per cent-levels.

Banks, likewise, are now mobilising funds through one-year

tradable certificates of deposits at around 8.6 per cent, which

is also a dip of 40 basis points.

Simply put, interest rates are falling without RBI doing

anything. While even until two months ago the pressure to

reduce policy rates was mainly from the finance ministry or

CII and Ficci, today this is coming from the financial markets

that are seemingly telling the RBI it has no option but to cut.

A good indicator of the market cues is the huge investor

demand for bonds issued at high coupon rates. The

expectation of interest rates falling has pushed up their

prices and correspondingly driven down yield-to-maturity

(YTM) to even below the original coupon levels.

Thus, a two-year non-convertible debenture of Larsen &

Toubro issued on August 22 at 9.15 per cent is currently

trading at an annualised YTM of 8.45 per cent on the
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National Stock Exchange.

Another indicator is bond spreads — the difference between

yields on government securities and corporate bonds of

similar maturity. These have declined from about 65 basis

points to 40 basis points since September 30, which point to

reduced risks associated with investing in bonds.

The question being asked is: even if RBI continues to ignore

the rants of North Block or industry associations, can it

ignore the markets that are clearly betting on rate reductions

happening sooner than later?

Rana Kapoor, MD & CEO of Yes Bank, expects a 50 basis

points cut in the repo rate in December itself.

DR Dogra, managing director of CARE Ratings, feels a rate cut

is unlikely now and “RBI may choose to defer the decision for

the policy review in February”.

Ashish Vaidya, executive director and head of trading at DBS

India, notes that “a softening bias on rates” was apparent,

but also believes that RBI will initiate cuts only from

February.

“Inflation, both core and headline, seems to be coming down

faster than anticipated. India is one of the few countries now

offering 2 per cent positive real interest rates and that is a

huge return for investors in the present world economic

scenario,” Vaidya added.

The biggest driving factor behind the marked change in

interest rate outlook in the last two months has been global

oil prices.
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Since May 26, when the Narendra Modi-led government was

sworn in, the average price of crude imported by Indian

refiners has plunged from $108.05 to $72.51 a barrel. And

almost two-thirds of this has taken place post September 30.

According to Sajjid Chinoy, Chief India Economist at JP

Morgan, inflation risks have no doubt reduced, but RBI

would need to be sure whether the current dynamics

endure: “Any monetary easing will only commence when the

central bank has a firmer conviction of meeting its 6 per cent

inflation target.”

0Like 0  0Google +

http://indianexpress.com/tag/rbi-monetary-policy
http://indianexpress.com/article/cities/delhi/quest-still-youthful-no-matter-how-old-they-are/
http://indianexpress.com/tag/business-news
http://indianexpress.com/tag/rbi
http://indianexpress.com/tag/reserve-bank-of-india
http://indianexpress.com/article/india/india-others/wont-ask-for-lifting-ban-on-govt-staff-attending-shakhas-says-rss/


12/1/2014 Pension Fund, Pension Fund Regulatory Development Authority, PFRDA, State Bank of India | The Indian Express | Page 99

http://indianexpress.com/article/business/businessothers/pensionfundpensionfundregulatorydevelopmentauthoritypfrdastatebankofindia/99/ 5/10

Out of my mind: Bombay
dreams
2 comments • a day ago

Guest — Behram Contractor
once said Rajni Patel was a
fixer in the nicest sense of
the term. That would be a
fitting …

‘Let down’ by Mamata’s TMC,
Muslims flock to Shah’s rally
1 comment • 8 hours ago

Mahender Goriganti — My
advice to all those cited is do
not listen to Indian express
or any party including BJP.
First …Behind BJP’s poll push in

Valley: former militants,
retired top cops1 comment • 6 hours ago

Mahender Goriganti — Time
and the election result will tell
the truth. it is time for
muslims to to see for them
selves if they …

Fifth column: Hope and
audacity
30 comments • a day ago

Arindam. — Modi is
continuing populist policies of
UPA govt purely to ensure
election victories as he does
not want …

ALSO ON INDIAN EXPRESS

Comments Community  Login

Sort by Newest Share ⤤

Start the discussion…

Be the first to comment.

WHAT'S THIS?

Favorite ★



12/1/2014 Pension Fund, Pension Fund Regulatory Development Authority, PFRDA, State Bank of India | The Indian Express | Page 99

http://indianexpress.com/article/business/businessothers/pensionfundpensionfundregulatorydevelopmentauthoritypfrdastatebankofindia/99/ 6/10

DEC 01: LATEST NEWS

BSE Sensex rises
94 pts in
early trade
10:19 am, Dec 01,
2014

Jammu and
Kashmir polls: 28
school drop-outs,

55 crorepatis contesting in
2nd phase

10:18 am, Dec 01,
2014

http://adclick.g.doubleclick.net/pcs/click?xai=AKAOjss96OeyaxPf9K-uij6662_Rc4h3t4VH6PBPdmZDln-_mIfmyA_vGkLdcpfa1c0nAed6I2pcC4ziWCxsztsFVbZOjbLsYQNDwzy7&sig=Cg0ArKJSzHxckrHtBYeW&adurl=http://xads.zedo.com/ads2/c%3Fa%253D2132697%253Bx%253D6413%253Bg%253D78%253Bc%253D1528002754%252C1528002754%253Bi%253D2%253Bn%253D1528%253Bs%253D56%253B1%253D8%253B2%253D1%253Btg%253D1417409900%253Bvr%253D4%253Bm%253D8%253Bw%253D16%253Bos%253D3%253Bct%253D0%253Bu%253Duumi4TYdRomxvtWNecI30A**~111414%253Bai%253D%253Bz%253D0.0010054015473676126%253Bcsv%253D0%253Bdct%253D%253Bdmf%253D%253Bdvm%253D%253Bdsr%253D%253Bdjs%253D%253Bdhs%253D%253Bq%253D%253Bk%253Dhttps://adclick.g.doubleclick.net/aclk%2525253Fsa%2525253DL%25252526ai%2525253DBzzLpbPV7VMu7DdSquATUvYLgCqCY1vAFAAAAEAEggp3WDDgAWMiW7b64AWDl0uaDvA6yARFpbmRpYW5leHByZXNzLmNvbboBCjMwMHgyNTBfYXPIAQnaAZIBaHR0cDovL2luZGlhbmV4cHJlc3MuY29tL2FydGljbGUvYnVzaW5lc3MvYnVzaW5lc3Mtb3RoZXJzL3BlbnNpb24tZnVuZC1wZW5zaW9uLWZ1bmQtcmVndWxhdG9yeS1kZXZlbG9wbWVudC1hdXRob3JpdHktcGZyZGEtc3RhdGUtYmFuay1vZi1pbmRpYS85OS-YAqCNBqkCRYP2__1GUT7AAgLgAgDqAiQvMTA1MDQzMi9JbmRFeHBfYnVzc2luZXNfMzAweDI1MF8xc3T4Av_RHpADmgiYA5oIqAMB4AQBkAYBoAYW%25252526num%2525253D0%25252526cid%2525253D5Git8W9S1-ekHj53Kc-FX1kj%25252526sig%2525253DAOD64_0qpf9OkX_4aXHxEX7ISc-V5iTSBQ%25252526client%2525253Dca-pub-9517772455344405%25252526adurl%2525253Dhttp://www.damacproperties.com/en/offer/offers/meet-us-in-mumbai-delhi.html%253Futm_source%253DMUM2DEC-MDN%2526utm_medium%253DBanner%2526utm_campaign%253DIND2-4DEC
http://indianexpress.com/article/india/politics/jammu-and-kashmir-polls-28-school-drop-outs-55-crorepatis-contesting-in-2nd-phase/
http://indianexpress.com/article/business/market/bse-sensex-rises-94-pts-in-early-trade/
http://indianexpress.com/latest-news/


12/1/2014 Pension Fund, Pension Fund Regulatory Development Authority, PFRDA, State Bank of India | The Indian Express | Page 99

http://indianexpress.com/article/business/businessothers/pensionfundpensionfundregulatorydevelopmentauthoritypfrdastatebankofindia/99/ 7/10

MOST POPULAR

Karan Johar
crosses 5 million
on Twitter,
thanks fans
10:15 am, Dec 01,
2014

Fans should
simply hold onto
their tickets until

further notice, says
Cricket Australia

10:06 am, Dec 01,
2014

Renee Dhyani evicted from ‘Bigg
Boss 8′
10:05 am, Dec 01,
2014

Leftist Vazquez
wins Uruguay
presidential

runoff: exit polls
09:51 am, Dec 01,
2014

Starlet Gauahar
Khan slapped
during reality

show shoot
09:46 am, Dec 01,
2014

Barcelona edge
out Valencia 1-0,
closes gap on top
09:57 am, Dec 01,
2014

FEATURED AD: Discount Shopping

1. ‘Bigg Boss 8′: Diandra Soares
goes bald; Ali Quli Mirza tries
to escape the house

2. Jennifer Winget, Karan Singh

CommentedRead

http://www.shoppingyear.co.uk/
http://indianexpress.com/article/entertainment/television/bigg-boss-8-diandra-soares-goes-bald-ali-quli-mirza-tries-to-escape-the-house/
http://indianexpress.com/article/entertainment/television/renee-dhyani-evicted-from-bigg-boss-8/
http://indianexpress.com/article/sports/football/barcelona-edge-out-valencia-1-0-closes-gap-on-top/
javascript:void(0)
http://indianexpress.com/article/entertainment/television/starlet-gauahar-khan-slapped-during-reality-show-shoot/
http://indianexpress.com/article/entertainment/bollywood/karan-johar-crosses-5-million-on-twitter-thanks-fans/
http://indianexpress.com/article/world/americas/leftist-vazquez-wins-uruguay-presidential-runoff-exit-polls/
javascript:void(0)
http://indianexpress.com/article/entertainment/entertainment-others/jennifer-winget-karan-singh-grovers-marriage-is-over/
http://indianexpress.com/article/sports/cricket/fans-should-simply-hold-onto-their-tickets-until-further-notice-says-cricket-australia/


12/1/2014 Pension Fund, Pension Fund Regulatory Development Authority, PFRDA, State Bank of India | The Indian Express | Page 99

http://indianexpress.com/article/business/businessothers/pensionfundpensionfundregulatorydevelopmentauthoritypfrdastatebankofindia/99/ 8/10

Grover’s marriage is over?

3. Biggest caste survey: One in
four Indians admit to
practising untouchability

4. Islamic State jihadist Areeb
Majeed sent to NIA custody
till December 8

5. Revealed: Why Aamir Khan,
Rajkumar Hirani’s latest
movie’s name is ‘PK’

6. Movie review: Ungli – Is this
really a Karan Johar
production?

7. Fifth column: Hope and
audacity

8. Narendra Modi Manipur visit

9. A Must Look! Hrithik Roshan
woos Arpita Khan at her
wedding reception

10. ISIS youth from Kalyan
remanded to NIA custody,
says they ‘were split as per
educational skills’

कभी थ े��ल��नर, आज ह�� इटल��
क�� तीसर�� सबस ेबड़ी टले��कॉम
कंपनी के CEO

http://indianexpress.com/article/entertainment/movie-review/movie-review-ungli/
http://indianexpress.com/article/india/india-others/kalyan-youth-suspected-to-have-joined-islamic-state-in-syria-returns-to-mumbai/
http://indianexpress.com/article/entertainment/entertainment-others/a-must-look-hrithik-roshan-woos-arpita-khan-at-her-wedding-reception/
http://indianexpress.com/article/india/india-others/one-in-four-indians-admit-to-practising-untouchability-biggest-caste-survey/
http://indianexpress.com/article/entertainment/bollywood/revealed-why-rajkumar-hirani-aamir-khans-new-movies-name-is-pk/
http://indianexpress.com/article/opinion/editorials/fifth-column-hope-and-audacity/
http://indianexpress.com/article/india/india-others/manipur-nagaland-wait-for-pm-push-on-peace-talks/
http://indianexpress.com/article/entertainment/entertainment-others/jennifer-winget-karan-singh-grovers-marriage-is-over/
http://indianexpress.com/article/india/india-others/isis-youth-areeb-says-they-got-combat-training-were-split-as-per-educational-skills/


12/1/2014 Pension Fund, Pension Fund Regulatory Development Authority, PFRDA, State Bank of India | The Indian Express | Page 99

http://indianexpress.com/article/business/businessothers/pensionfundpensionfundregulatorydevelopmentauthoritypfrdastatebankofindia/99/ 9/10

INDIA

Indo-Bangla land swap deal
will serve long-term security
interests of the state: Modi

WORLD

Ferguson shooting:
Officer Wilson who
killed black teen
resigns from force

SPORTS

Kohli, Shastri,
Fletcher to attend
Hughes' funeral

LIFESTYLE

It’s time literature
dealt with the anti-
heroine: Gillian
Flynn and Cheryl
Strayed

ENTERTAINMENT

Starlet Gauahar
Khan slapped
during reality show
shoot
TECHNOLOGY

RELATED VIDEOS

Celebrity News
 16/10/2014
2:23

Celebrity News
 7/10/2014
1:35

Vivek Oberoi
organizes a
fund raiser…
Fashion Show
for Cancer
1:28

DRAW FOR
DDA'S MEGA
HOUSING…
SCHEME
FINALLY
0:32

1 2 3

http://indianexpress.com/article/sports/cricket/virat-kohli-ravi-shastri-duncan-fletcher-to-attend-phillip-hughes-funeral/
http://indianexpress.com/article/india/india-others/govt-to-go-ahead-with-land-swapping-agreement-with-bangladesh-to-solve-infiltration-problem-prime-minister-narendra-modi/
http://indianexpress.com/videos/special/585458/celebrity_news__7102014
http://indianexpress.com/section/entertainment/
http://indianexpress.com/article/lifestyle/books/girls-gone-wild/
http://indianexpress.com/article/entertainment/television/starlet-gauahar-khan-slapped-during-reality-show-shoot/
http://indianexpress.com/article/lifestyle/books/girls-gone-wild/
http://indianexpress.com/section/india/
http://indianexpress.com/section/technology/
http://indianexpress.com/videos/special/585205/vivek_oberoi_organizes_a_fund_raiser_fashion_show_for_cancer_patients
http://indianexpress.com/videos/special/591557/celebrity_news__16102014
http://indianexpress.com/article/world/americas/ferguson-shooting-officer-wilson-who-killed-black-teen-resigns-from-force/
http://indianexpress.com/article/sports/cricket/virat-kohli-ravi-shastri-duncan-fletcher-to-attend-phillip-hughes-funeral/
http://indianexpress.com/section/sports/
http://indianexpress.com/article/world/americas/ferguson-shooting-officer-wilson-who-killed-black-teen-resigns-from-force/
http://indianexpress.com/section/lifestyle/
http://indianexpress.com/videos/special/600290/draw_for_dda39s_mega_housing_scheme_finally_begins
http://indianexpress.com/article/india/india-others/govt-to-go-ahead-with-land-swapping-agreement-with-bangladesh-to-solve-infiltration-problem-prime-minister-narendra-modi/
http://indianexpress.com/article/entertainment/television/starlet-gauahar-khan-slapped-during-reality-show-shoot/
http://indianexpress.com/section/world/


12/1/2014 Pension Fund, Pension Fund Regulatory Development Authority, PFRDA, State Bank of India | The Indian Express | Page 99

http://indianexpress.com/article/business/businessothers/pensionfundpensionfundregulatorydevelopmentauthoritypfrdastatebankofindia/99/ 10/10

Review: XOLO 8X-
1000 with Hive

                         

The Express Group Expressindia The Indian Express The Financial Express Loksatta Jansatta Exims

Ramnath Goenka Awards

Express Towers Business Publication Division Express Pharma Express Healthcare Express Hospitality Express Travelworld

Express Computers

Privacy Policy Advertise with Us Contact Us Subscribe

Copyright © The Indian Express ltd. All Rights Reserved Powerd by Wordpress VIP

 

http://indianexpress.com/article/technology/mobile-tabs/review-xolo-8x-1000-with-hive/
http://www.exims.in/
http://www.indianexpress.com/syndication/
http://hospitality.financialexpress.com/
http://healthcare.financialexpress.com/
http://expressbusinesspublications.com/
http://travel.financialexpress.com/
http://pharma.financialexpress.com/
http://www.expressindia.com/ramnath-goenka-foundation/
https://twitter.com/indianexpress
https://play.google.com/store/apps/details?id=com.indianexpress.android&hl=en
http://indianexpress.com/contact-us/
https://www.facebook.com/indianexpress
http://www.expressindia.com/
https://www.pinterest.com/IndianExpress/
http://m.indianexpress.com/
http://www.jansatta.com/
http://www.youtube.com/IndianExpress
http://www.expressindia.com/news/expressgroup/
http://www.indianexpress.com/
https://plus.google.com/+indianexpress?rel=author
http://indianexpress.com/todays-paper/
http://www.expresstowers.in/
http://indianexpress.com/advertise-with-us/
http://epaper.indianexpress.com/
http://subscribe.indianexpress.com/
http://www.financialexpress.com/
http://indianexpress.tumblr.com/
https://itunes.apple.com/us/app/the-indian-express-for-ipad/id474196564?mt=8
http://computer.financialexpress.com/
https://itunes.apple.com/us/app/the-indian-express/id506351833?mt=8
http://indianexpress.com/privacy-policy/
http://www.loksatta.com/
http://indianexpress.com/article/technology/mobile-tabs/review-xolo-8x-1000-with-hive/

