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Introduction

The Middle Officeset up in September 2008 in theBudget Division of the Department of
Economic Affairs, Ministry of Finance, Government of India. With the objective of enhancing
transparency of debt management operationsliddle Office beganpublishing on its
website a quarterly report calledt t dzo f AManageSiént- v dzi NI S NI féom & LI2 NI £
first quarter of 201611. The pevious reports are availablen the websiteof Ministry of

Finance (http://finmin.nic.in/reports/Public_Debt _Management.agp This is the fifth

guarterly report and pertains to théirst quarter of the fiscal yeaR011-12, viz.,Apr-Jun

2011

The report gives an account of the defmianagemen and cash management operations
during the quarter,and attempts a rationale for major activities. The report also tries to

provide detailednformation on variousaspectsof debt management.

While all attempts have been made to provide authentic and accurate information, it is
possible that some errors might have creptnadvertently Readers may inform us of such

errors, as indeed their vaable suggestionst jai.chander@nic.itor m.vasudevan@nic.in



mailto:jai.chander@nic.in
mailto:m.vasudevan@nic.in

Sectionl ¢ Macroeconomic Developments

1.1 TheGDPgrowth rate for the fourth quarter ganMar) of finangal year2010-11 came at

7.8 per centper annumas compared with 8.per cent in theprevious quarte(Chart 1)

Chart 1 : Quarterly Growth Rate in GDP
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1.2 Inflation rate during June2011 cameat 9.44 per centper annum(y-0-y) as compared
with 9.06 per centin May 2011 and 974 per cent inApril 2011 (Chart 2).The major
contribution to the inflation was from no#food articles fuel & powergroup, edible oil and
cotton textile. Inflation build-up in the first quarter of FY12t 2.34 per centwas lower than

2.57 per centin the first quarter ofthe previous year

Chart 2: Inflation Rate Based on WPI
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1.3 The rate of gowth in Index of Industrial Production (lIuring Q1 0f2011-12 came
lower at 6.8 per cent compared with 7.9 per cent in the previous quarter. The monthly trend
in lIP growth showed improvement in June 2011 t8 @r cent from5.9 per cent in May
and 5.8 per cent in April 201The corresponding growth in the previous year Was per

cent, 8.5 per cent and3.0 per cent, respective{Chart 3).

Chart 3: Growth Rate in lIP
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1.4 L y R éxpaitsduring Q1 of FY2, in US Dollarsregistered agrowth of 45.7 per cent

over the samequarter a year aga&ompared with 42.2 per cent in the previous quarter (Q4
of FY11)For the comparable periqdmportsgrew at35.1 per cenvisa-vis17.2 per cat a
guarter agoleading toawidening oftrade deficitto USD31.6billion from USD21.7 billion in

the previous quarter. Buoyant growth in eports during the first quarter of FY12 was
supported by engineering, gems & jewellery, petroleum and oil prodwectronics and
man made yarn sectors. The growth in imports was contributed by petroleum, machinery,
gold and silvefChart 4)
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Chart 4: Monthly Exports and Imports
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1.5Inflows on account of foreign investmeiricreasedmore than four timesduring Q1 of

FYl2overQ4 of FY 1inainly on account dforeign directinvestment (FDNvhich registeré

a quarterly inflow of USD 13.4 briTheportfolio investmentby Flls on the other hand, was

moderate during thequarter due to net outflow during the month of May 201{Chart 5.
TheRupeeappreciated from ~ 44.65 per USDat endMarch 2011 to ~ 44.30 per USDat end
April 2011 but lost the gains iMay 2011 toreach™ 45.03per USDAt the end of Q1 of FY12,

Rupee was marginally weaker a44.73 per USD¥is-a-vis its position at endof previous

quarter.

30000

25000

20000

15000

USDmn

10000

5000

mmm Direct Invest

Chart 5: Foreign Investment Flow and Exchange Rate
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Section2¢ Debt Management Primary Market Operations

A. Government Finances

2.1 The Union Budget 20112 projected the fiscal deficit foR011-12 [FY12, budget
estimates (BE)] at4,12,817 crore (4.@er cent of GDPyompared with revised estimates
(RE) for201011 (FY1)lat " 4,00,998 crore (5.per cent of GDP). Thgross and nemarket

borrowings requirement of the Governmefdar FY12 werdudgetedat " 4,17,128 crore and

" 3,43,000 crore, respectie

2.2  Thefiscaloutcomeduring the first of quarter of FY lidicatesthat allthe key deficit
indicatorsas percentage obudget estimates BE) for 201-12 were substantiallyhigher
than their levels during the corresponding pedi®mf the previous yeabecauseof lower
revenue collectiondoth from tax and nofrtax sourcesGosstax collections during the
guarter at6.6 per cent of BE eve lower than8.3 per cent a year agdn the direct taxes,
corporation tax collections showed rzegative growth of (-)27.8 per centwhile personal
income taxincreased by6.5 per cent as against budged growth rates of 21.5 per cent and
16.2 per cent, respectively, for FY12. All the mayatirect taxes(customs, excise and
service tax), however, showed buoyant growth rat8g.7 per cent,23.2 per cent, an®@1.1
per cent, respectively) during Apdlune2011 as against budgeted growth rates (15.1 per
cent, 19.2 per cent and 18.2 per cent, respectively) for FXb8:tax revenue at9.7 per
cent of BE wakwer than pervious yeamainly reflecting the impact of tetom receipts in
FY11Total expenditure at20.8per cent ofBEduring ApritJune2011wasless than 21.8 per
centduring the correspondingeriod of previousyear.Thus,revenue defid and gross fiscal
deficit duringQ1 of FY12at 43.8per cent and39.4 per cent ofBE, were higherthan those

during the corresponding period of the previous fiscal year (Thble



Table 1: Fiscal OutcomeAprilcJune201-12 (amount in™ crore)

AprikJune AprikJune
ltem Aprikdune 201112 (% 2010-11 (%
201112 BE 201112 of BE) of BE)
Revenue Receipts 789,892 90,920 11.5 29.3
Tax Receipts 664,457 78,699 11.8 15.7
NonTax Receipts 125,435 12,221 9.7 78.2
Other Nondebt Receipts 55,020 7,644 13.9 4.9
Total Expenditure 1,257,729 261,217 20.8 21.8
Revenue Expenditure 1,097,162 225,541 20.6 21.9
Capital Expenditure 160,567 35,676 22.2 21.2
Revenue Deficit 307,270 134,621 43.8 3.8
Primary Deficit 144,831 112,466 7.7 0.0
Gross Fiscal Dedit 412,817 162,653 394 10.5
Financing
Market Loangincluding TBills) 358,000 174,612 48.8 31.3
External Assistance 14,500 781 54 45.9
Securities against Small Savin 24,182 -312 -1.3 24
National Small Saving Fund 94 2,151 2283.0 192.7

Source Controller General of Accounts (CGA) website; cga.nic.in

B. Issuance Details

2.3 This section discusses tssuancedetails of market loans during the'st quarter (Q1)

andthe cumulativeposition forfinancial year 201-12 (FY D).

2.4 During Q1 of the currentfiscal year, the Central @vernment issued securities worth
*1,20,000 crore constituting 28.8 per cent of BEBompared with33.0 per centin QL of
previous fiscal yearTaking into account repayments 013,473 crore, the net amoat
raised through dated securities amounted'th,06527 crore duringthe first quarter ofFY2
constituting 31.1 per cent of BE compared witBl.8 per centin the Q1 ofprevious fiscal

year(Table2).



Table 2: Issuance of Dated Securities
(Amountin "~ Crore)

ltem 2011-12 BE Q1lFY 1z QlFY 12% of BE Q1 FY11% of BE
Gross Amount 417,128 120,000 28.8 33.0
Repayment 74,128 13,473 18.2 36.8
Net Issuance 3,43,000 106,527 31.1 31.8

2.5 Auctionsduring Qlof FY12were heldbroadlyin accordance with the prannounced
calendar(Table 3) Two new securities of -Years and 1&ears maturities were issued
during this quarter(details given irBtatementl). New issuances amounted to 7.5 per cent

of total issuawe during the quarterGreater emphasis ore-issues reflec the continued
focus on building up adequate volumes under existing securities imparting greater liquidity

in the secondary market.

Table3 ¢ Actual BorrowingsversusCalendar for Q1 FY 12

( Crore)
Period/Maturity 5-9 years 10-14 1519 20-30 Years Total
years Years
50,006 | 8,000 12,000 120.000
As per calendar 40,00050,000 60,000| 12,000 18,000 ’
Actual Borrowed 36,000 54,000| 12,000 18000 120,000

2.7 Thegrossamount raised through treasuryls (includingdl, 182 and364 day treasury
bills) during Q1 of FY2 amounted to" 1,59,062 crore while total repayments amounted to
91,221 crore resulting in net issuance 067,842 crore compared with net issuance of
(-) 2,321 crore in Q1 of premuis yearn(Table4). The details of issuana# bills duringQ1 of
FYZ2 are given irStatement2.



Table 4: Issuance of Treasury Bills
(Amount in® Crore)

ltem 2011-12BE Q1FY1z QlFY 1l Ql1FY 1% of BE Q1 FY 11% of B
364 DTB

Gross Amount 52,610 20,203 10182 38.4 24,5

Repayment 42,482 11,376 6000 26.8 14.5

Net Issuance 10,128 8,827 4,182 87.1 -
182 DTB

Gross Amount 54,994 20,250 10000 36.8 22.0

Repayment 50,595 9,500 10000 18.8 22.0

Net Issuance 4,399 10,79 - 244.4 -
91 DTB

Gross Amount 310,244 118,610 65000 38.2 21.1

Repayment 309,771 70,345 71503 22.7 23.2

Net Issuance 473 48,265 -6,503 10,200.5 -

All T-Bills

Gross Amount 417,848 159,062 85,182 38.1 21.5

Repayment 402,848 91,221 87,503 22.6 22.1

Net Issuance 15,000 67,842 -2,321 452.3 -

*:- Including amount through nenompetitive route.

2.8 The weighted average maturity (WAM) of dated securities issued d@ingf FY2 at
12.10years washigherthan 10.45years in Q of previous fiscal yeafTable5). The average
maturity of outstanding government securities as at ehthe2011, however,declinedto
9.58 years from9.64 yearsas at endMarch 2011 As the yields on Government securities
remained under upward pressure dag the quarter amidst policy tighteniriyy the Reserve
Bank as well as the evolving macroeconomic environmiat weighted average yiel@ut
off) of issuance during Qof FY12ncreased to &6 per centfrom 7.62 per centin Q1 of

previous year



Teble 5: Maturity and Yield of Central Governmenated Securities

Issues during the yea Outstanding Stock?

Weighted Weighted  Weighted Weighted

Year Average Average Average Average
Yield (%) Maturity Coupon (%) Maturity (yrs)

(yrs)

1 2 3 4 5
200304 5.71 14.94 9.30 9.78
200405 6.11 14.13 8.79 9.63
200506 7.34 16.90 8.75 9.92
200607 7.89 14.72 8.55 9.97
200708 8.12 14.90 8.50 10.59
200809 7.69 13.81 8.23 10.45
200910 7.23 11.16 7.89 9.67
201011 7.92 11.62 7.81 9.64
201011 1 7.62 10.45 7.85 9.71
201112 QL 8.36 12.10 7.83 9.58

* As at end of the financial year/quarter.



Section3 ¢ Cash Management

31D2JSNYyYSyiQa OFak F002dzy i A a&. Twd daskiow A y SR
mismatches of the Government are largelymaged throughissuance of Cash Management

Bills Treasury Bl and access tethe Ways and Means Advance&/iI1A) facility from RBI

when in deficit and throughbuybacks oiinvestment in Government securities held by RBI
when in surplusThe WMA limits for 201-12 were fixed at * 30,000 crorefor April 01, 2011

to April 20, 2011° 45,000 crore for April 21, 201tb June 30, 2011 30,000 crore for July

01, 2011 to September 30, 20ahd" 10,000 crore for Octoer 01, 2011 to March 31, 2012.

3.2 Liquidity conditions in the economyremained generallytight throughout the quarter
barring aspell of surplus liquidity in the beginning of the quartethe Reserve Bank
continued to provide liquidity through repo facilipnd thenet amount provided under LAF

operationsincreasedowards the latterpart of the quarter(Chart §.

Chart 6: Liquidity in the System
170000 4
=
=]
H120000 -
o
£
+
=
= TOOOo 4
=
=
(=
=]
W
[}
o 20000 4
!
Le T T T T T T T T T T T
=
o <] [=] — [ ] = — — =] = — ] ]
S e HE (=) - un [ = un - = (] =1 =]
- 3I_I I - ] 1 1 1 1 ] 1 1 1 1 1
[T [=e] (o) L) L) () L) [ [e) () L) () L)
E KA o . & o o 4 4 o o T T
= o) b b [ b [ ] [ b [ [ [
L [=s) () [ () (] L) [ () [ [ [ae) L)
=L pme e HE = = = = = = = = = = =
—  -EOOODO g = = = = = = = = = = =
—
LY
=
S130000 -

3.3 The cash positionf the Government during Qremained in the deficit mode during the
guarter. To meet higher than expected cash defichgtissuance of treasurills (under
competitive routg during Q1 of FY1®as increasedd " 1,27,000 crore as agains88,000
crore scheduled in calendafccordingly, the Government issued (net) treasury bills worth

" 46,000 core during the quarter Apart from this,net amountof " 21,842 crore wasreceived

10



under noncompetitive route.Details oftreasury billsissued and maturedh Q1 of FYR are

given in Tablé.

Table 6: Repayments and Issuance of Treasury Bills in April-June 2011
(Amount in® Crore)

Date of Repgments Issued Amount Variation in
Issue 91 91 Issued amount
DTB 182 DTB 364 DTB DTB 182 DTB 364 DTB over Repayments
8-Apr-11 4,000 0 2,000 4,000 0 2,000 0
15Apr-11 | 4,000 1,000 0 4,000 2,000 0 1,000
21-Apr-11 | 4,000 0 2,000 5,000 0 3,000 2,000
29-Apr-11 | 4,000 2,000 0 7,000 3,000 0 4,000
6-May-11 5,000 0 2,000 8,000 0 3,000 4,000
13-May-11 | 5,000 2,000 0 8,000 3,000 0 4,000
20-May-11 | 5,000 0 2,000 8,000 0 3,000 4,000
27-May-11 | 5,000 2,000 0 8,000 3,000 0 4,000
3-Junil 5,000 0 1,000 8,000 0 3,000 5,000
10-Junll 5,000 1,000 0 8,000 3,000 0 5,000
17-Junll | 5,000 0 1,000 8,000 0 3,000 5,000
24-Junll 5,000 1,000 0 8,000 3,000 0 5,000
30-Junll | 5,000 0 1,00 6,000 0 3,000 4,000
Total Under Competive Route
Q1 61,000 9,000 11,000]/90,000 17,000 20,000 ] 46,000
Total Under NorCompettive Route
Q1 | 9,345 500 376 28,610 3,250 203 | 21,842

3.4 Apart fromincrease in notified amount of regular treasury bills, the Government also
issued cash management bills wortB8,000 croreof which™ 20,000 crore maired during

the quarter. Thus, 18,000 crore remained outstanding at end@1 of FY1ZTable 7).

Table7: Issuance of Cash Management Bills
(Amount in® Crore)

Issue Date Maturity Date Amount Cut Off Yield (%
20-Apr-11  22-Junll 8,000 7.27
21-Apr-11  30-Junll 6,000 7.35
25Apr-11  13-Junll 6,000 7.37
2-May-11  18-Julll 6,000 7.66
6-May-11  22-Jul1l 6,000 8.00
29%-Junll 3-Augll 6,000 8.09
Total Issued in Q1 38,000

Matured in Q1 20,000

Outstanding at end of Q1 18,000

11



3.5 The calendar for issunce of treasury bills duringuy-September2011 is given in Table
8.

Table 8: Calendar for Issuance of Treasury Bills in-3elgtember 2011

(" crore)
Auctions Date 91-Days 182-Days 364-Days Total
06-07-2011 7000 3000 10000
13-07-2011 7000 3000 10000
20-07-2011 7000 3000 10000
27-07-2011 7000 3000 10000
03-08-2011 7000 3000 10000
10-08-2011 7000 3000 10000
17-08-2011 7000 3000 10000
24-08-2011 7000 3000 10000
30-08-2011 7000 3000 10000
07-09-2011 7000 3000 10000
14-09-2011 7000 3000 10000
21-09-2011 7000 3000 10000
28-09-2011 7000 3000 10000
Total 91000 21000 18000 130000

12



Section 4¢ Trends inOutstandingPublic Debt

4.1 The total public debfexcludng liabilities that are not classified under public debf)the
Govenmentincreased to 31,49,99 crore at endJune2011 from * 29,75,628 crore at end
March 2011 (Table9). Thisrepresentd an increase 05.9 per cent(provisional)during the
first quarter of FYR as compared with an increase 82 per cent in theprevious quarter
(Q4 of FY11l)nternal debt constituted0.3 per centof public debf marginally higher than
89.7 per cent at end of @ of FY 11Marketable securities (consisting of Rupee denominated
dated securities and treasury bills) accoedtfor 78.0 per ent of total public debt,
compared with B.7 per centat endMarch 2011. The outstanding internal debt of the
Government at 28,42,953 crore constituted31.7 per centof GDP compared witB3.9 per
cent at endMarch 2011. Thedeclinein the ratio to GDP rédcts the impact of change in

denominator.

Table 9: Composition of Public Debt

Item At endJun At endMar At end At endMar
2011 2011 Jun 2011 2011

(" Crore) (% of Total)
1 2 3 4 5
Public Debt (1 + 2) 3,149,996 2,975,628 100.00 100.00
1. Internal Debt 2,842,953 2,668,584 90.25 89.68
Marketable 2,457,445 2,283,076 78.01 76.73
(a) Treasury Bills 202,710 134,869 6.44 453
() 92-days Treasury Bills 118,655 70,391 3.77 2.37
(i) 182days Treasury Bills 32,751 22,001 1.04 0.74
(i) 364daysTreasury Bills 51,304 42,478 1.63 1.43
(b) Dated Securities 2,254,735 2,148,208 71.58 72.19
Non-marketable 385,508* 385,508 12.24 12.96
(i) 14days Treasury Bills 1,03,100* 103,100 3.27 3.46
(i) Securities Issued to NSSF 2,18,485* 218,485 6.94 7.34
(iif) Compensation and other bonds 34,607* 34,607 1.10 1.16
(iv) Securities issued to Internationa 29,315* 29,315 0.93 0.99
(v) Ways and Means Advances - - - -
2. External Debst 307,044* 307,044 9.75 10.32
(i) Multilaterd 190,330* 190,330 6.04 6.40
(ii) Bilateral 87,820* 87,820 2.79 2.95
(iii) IMF 28,163* 28,163 0.89 0.95
(iv) Rupee debt 731* 731 0.02 0.02

*:-These data are not available fend-lune, 2011. So they are carried over from previous quarter.

#-FoSA 3y
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crore at endMarch 2011) is included in the internal marketable debt.
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Maturity Pattern for Outstanding Government Debt Stock

4.2 The average maturity adutstandingstock of dated securities as at eddne2011 was
lower at9.58 yearsthan 9.64 years atend-March 2011 Over the same perigdhe weighted
average coupon of outstanding stookcreased marginally to 7.83 per cent fron8Y per

cent(seeTableb).

4.3 As at end of June 2011he proportion of debtmaturingin less than one yeancreased

to 5.3 per cent from3.4 per cent a quarter agowhile debt maturingwithin 1-5 years
increased ta25.6 per centfrom 25.5 per centBroadly, the proportion bdebt maturing in

less ttan 5 yearsat endJune 2011 was higher aD.® per centthan 29.0per cent at end

March 2011. The outstanding debt maturing in less than 10 years also witnessed an increase
to 656 per cent from 630 per cent a quarter agolrhe clange in compositiorof debt in

terms of various maturity bucket®flects the maturitystructure of securities issueduring

Q1 of FY2 as well as the maturity dynamics of outstanding securities. Ov8aBper cent

of outstandingstock has a residual aturity of upto 5 years, which implies thatver the

next five yearspn an average6.2 per centof outstanding stock needs to be rolled over

every yeal(Tablel0). Thus, the rollover risk in the debt portfolio remained low.

Table 10: Maturity Prafe of GolOutstanding Dated Securities
(Amount in” Crore)

Maturity Buckets EndJun 2011 EndMar 2011
Less than 1 Year 1,20,682 73,581
(5.33) (3.41)

1-5 Years 5,79,318 5,50,892
(25.59) (25.54)

5-10 Years 7,84,595 7,35,381
(3466) (34.09)

10-20 Years 4,25,853 4,62,066
(18.81) (21.42)

20 Years and above 3,562,994 3,34,994
(15.60) (15.53)

Total 22,63,442 21,56,915

Note: 1. Figures in parentheses represent percent to total
2. Totals differ from those given in Table 9 due to different accounting treatmer
recapitalization bonds.

14



Holding Pattern

4.4 The holding pattern of Government securities iitable with a lag of a quarter; the
latest dataare available for eneMarch 2011 (Tablell and Chart 7)Banks (including banks
that are primary dealers and emperative banks) continu¢o dominate asthe major
investor categorythough their sharein holding of Government securitiesnaintained the
declinng trend to reachb0.4 per cent as at endlarch 2011 from 50.8 per cent a quarter
ago.Among the dngterm investors the share of holding bynsurancecompaniesncreased

to 22.2 per cent at endlarch 2A1 from 22.1 per cent a quarter ago and the share of
provident fundsincreased to 7.1 per cent from 6.9 per cent over the same pertgdiding

of securities byReserve Bank of Indet endMarch 2011 at 12.8 per centwashigher than

10.7per cent a quarteago.

Table 11: Ownership Pattern of Government of India Dated Securities
(Per cent of Outstanding Securitie

Category 2009 2010 2011

Dec. Mar. Jun. Sep. Dec. Mar.
1. Commercial Banks 39.18 38.03 38.35 38.75 38.63 38.42
2. BankPDs 8.2 9.22 9.92 9.73 8.77 8.61
3. NonBank PDs 0.18 0.14 0.23 0.29 0.26 0.11
4. Insurance Companies 22.07 2216 22.05 22.18 2211 22.22
5. Mutual Funds 0.78 0.4 0.38 0.73 0.88 0.18
6. -operative Banks 3.24 3.35 3.4 3.5 3.38 3.41
7. Financial Institutions 0.28 0.35 0.34 0.35 0.33 0.35
8. Corporates 3.27 2.99 2.82 2.57 2.33 1.94
9. FlIs 0.59 0.59 0.62 0.55 0.61 0.97
10. Provident Funds 6.51 6.76 6.56 6.79 6.89 7.06
11. RBI 10.2 11.7 9.67 9.2 10.67 12.84
12. Others 5.5 4.24 5.65 5.36 5.14 3.89
Total 100 100 100 100 100 100.0

Source: RBI Bulletidune2011; Vol. LXV N@®&
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Chart 7 : Holding Pattern of Government Securities
(Mar-11: outer ring; Dec-10 : inner ring]
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Section5 ¢ Secondary Market
A. Government security yields

5.1 Chart 8 depictsthe movement in Government bond yields {{€ar yield
taken as benchmark) during thgear, up to endlune 2011 10-year bond vyield
increasedduring the quarter fron8.01per centon end-March2011 to 8.33 per cent on
end-June 201X Chart 9) During the qarter, 10-year yield went ugill the endMay to
reach ahigh of 846 per centon May 27 Inflationary concerngpolicyrate hikes by the
Reserve Banénd the fuel price increassere the major factors contributing to upward
movement in yieldsDuring thequarter, Reserve Bankaised thereverse repo and repo
ratesto 6.50per cent and7.50per cent, respectively, in two moves 50 bps on May
03 and25 bpson June 16, 2011
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5.2 Bond yields hardenediuring the quarteracrossthe curve with a shoer

increaseat the shortend. As a resulthe bondyield curveflattened duringthe quarter.
A relatively sharp rise in-gear yield compared with IQear yield resulted into
inversion of yield curve in the-B0 year maturity segmenfThe shape of yield curve

remained more of less unchanged in the longer maturiti€se 1yr30yr spread
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narrowedto 48 basis points (bps) at en#line2011, from95 bps at endMarch 2011.
The shortend of the curve flattened b89 bps Qyr-10yr spreadsiarowed from60 bps
to 21 bps) and the longeend by8 bps (10y¥30yr spread came in fror@5 bps to 26

bps).

Chart 9: Government Bond Yield Curve
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5.3 The Treasury Bdlyield curve flattened during the quarter as shetéerm

yields increased sharply after the rdtékes by the Reserve Bank. Flattening of the curve
was more in the below-énonths maturity with spread between-@ monthsdeclining to

26 bps at endlune 2011 from 50 bps at edarch 2011. 3 months spreadleclined

to 5 bps at endJune 2011 from 26 bps @ end-March 2011 The decline in@ead
between 6 months and one year maturitigm the other hangdwas moderate at 7 bps
(from 10bps at endMarch 2011 ta3 bps at endMarch 2011). Overall, the treasubjls
yield curve flattened by 32 bps between one montidaone year maturity rangéChart
10).
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Chart 10 : Treasury Bill Yield Curve
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B. Trading Pattern for domestic securities

5.4 The total volume of Government securities transacted on an outright basis
during the quarter(Apiil-June 2011}¥tood at” 6.01lakh croresregistering an increase

of 183 per cent over 5.08 lakh croreduring the preceding quarter (TablE2). The
incremental trading volumesame from treasury bills growth of 61.5 per cent and
Government dated securities drowth of 14.8 per cent). The trarections of state
government securities (or State Development Loa8BLspn the other hand showed a
decline of 40.7 per cerduring the quarter Theannualisedoutright turnover ratid for

the central governmendated securitiesfor the April-Jure 2011 quarter rose t01.8
from 1.7 during the previous quarteincluding repo transactions, the annualised total
turnover ratid for Q1 of FY12 was lower at 6.5 th@a a quarter agas the volumes

under repo transactions shifted to treasury bills from datediséies.

! Annualisel OutrightTurnover Ratio = 4*[Quarterly Outright Volume *2/(Average of outstanding stock)]
2 Annualised Totalfurnover Ratio = 4* [(Quarterly Outright Volume *2 + Quarterly Repo Volume * 4) /
(Average of outstanding stock)]
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Table 2: Transactions in Government Securities

(" Crore)
Outright Repo
Period G-Sec T-Bills SDL Total G-Sec T-Bills SDL Total
200809 1955412 170436 34385 2160234 3475348 583335 35603 4094286
200910 2480850 363283 69757 2913890 5233295 812537 26996 6072828
201011 2552181 275095 43677 2870952 3253965 832632 12688 4099284
April-Jun 10 895231 122207 18118 1035556 894419 238127 3921 1136466
JukSep 10 698608 58768 7334 764710 865106 197084 3752 1065942
OctDec 10 514299 42041 6539 56288 737822 185039 2585 925447
Dec 1@Mar 11 444043 52079 11686 507809 756618 212382 2430 971430
Apr-Jun 11 509795 84119 6929 600843 640503 473959 4818 1119280
55 Central Government dated securities continued to account for a dominant

portion of total trading (Chart 11a and 11b). During the Apthe 2011 quarter it
accounted for 84.8 per cent of total outright volume, compared to 87.4 per cent in the

previous quarter.

Chart 11a: Secondary Market Transaction - Qutright Chart 11b: Secondary Market Transaction
-Apr-Jun 2011
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5.6 The volume of transactionsontinues to beheavily skewed towards a few

seaurities. The top 10 traded securities accounted 9615 per cenof the total outright
transaction volume during th@1 of FY12 asomparedwith 96.4 per cent duringhe

previous quarter. The top three traded securities accounted8@:3 per centof total
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volume, compared t&4.0 per cent during the previous quarteist_of top 10 traded

securities for the current quarter and the previous quarter are given in Te®le

Table B: Top 10 Traded Securities

(" Crore)
Security Apr-Jun 11 Security JanMar 11
7.80% G.S. 2021 231,917] 8.13% G.S. 2022 146,521
8.13% G.S. 2022 110,047] 8.08% G.S. 2022 144,012
8.08% G.S. 2027 82,707] 7.17% G.S. 2015 38,009
7.83% G.S. 201 27,273| 7.99% G.S. 2017 22,385
7.59% G.S. 2016 11,391 8.26% G.S. 2027 21,692
8.26% G.S. 20 7,543| 7.80% G.S. 2020 20,712
7.17% G.S. 20185 6,035| 7.49% G.S. 2017 17,020
FRB 2020 5,590| FRB 2020 8,975
7.40% G.S. 2017 5,060( 8.30% G.S. 204( 5,325
7.99% G.S. 20171 4,600| 7.40% G.S. 2017 3,325

5.7 The maturity distribution of datedentral Governmet securities transactions

in the secondary markas detailed inTable 14 and Chartl2a and 12bSecurities in the
maturity range of 710 yearsaccounted for the highest share of trading4#.0 per cent
during the April-June 2011quarter, significantly flgher than the 6.9 per cent share in
the previous quarter. The share of trading volumes in the abowyeHd segment
declined to 410 per cent from 72.5 pecent in the previous quarteiThe shift in share
of trading volumes in favour of-X0 years maturig range reflects the impact of a new
10-year benchmark security issued during the quarf@ne curitiesin maturity range
of 3-7 yearsaccounted10.7 per cent of total volume compared with 18.1 per cent
the previous quarter. The share of trading voloe in the below 3 years maturity

bracket declined marginally to 2.3 percent from 2.6 per cent in the previous quarter.

Tablel4: Maturity Pattern of Outright Transactions

(" crore)
Maturity/Quarter Apr-Jun 2011 JanMar 2011 OctDec 2010 201011 200910
Less than 3 Years 11973 11401 11841 107943 202683
3-7 Years 54611 80378 49383 432297 584202
7-10 Years 234252 30487 211604 971464 1081244
above 10 years 208959 321777 241471 1040477 612721
Total 509795 444043 514298 2552181 2480850
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Chart 12a: Maturity-wise Trading
Activity - Apr-Jun 2011
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Chart 12b: Maturity-wise Trading
Activity - Jan-Mar 2011
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5.8 Foreign bankscontinued to be thedominant trading institution accounting
for 31.1 per cent of total outright trading activity of central Government dated
securitiesas compared with 32.1 per cent the previous quarter (Chart 13%hare of
primary dealers incrased to 5.1 per centfrom 22.3 per cent over the same perioof
private sector bankdo 14.0 per cent from 120 per cent, while the share of public
sector bankslecreased to 18.per cent from 222 per cent.During the quarteyr public
sector banksas a ategory was the largest net buyers3@,835 crore) of government
securities in the secondary market followed bwtual funds(" 12,255 crore), while

primary dealers wee the major net sellers of securities wortd9,304crore.

Table 15 Category wise Buying and Selling (% of Total)

Category April-Junell JanMar 11 201011 200910

Buy Sell Buy Sell Buy Sell Buy Sell
Cooperative Banks 2.3 2.1 2.6 2.6 2.6 2.5 2.9 2.6
Fls 0.9 0.1 0.4 0.3 0.5 0.3 0.8 0.4
Foreign Banks 30,0 322 322 320 33.7 346 26.7 28.7
Ins. Cos 2.1 1.6 15 14 14 1.0 0.8 0.7
Mutual Funds 6.9 4.8 5.1 5.4 9.2 8.2 13.4 10.5
Primary Dealers 21.0 292 194 251 16.6 214 13.3 18.3
Private Sector Bank: 140 13.9 12.1 11.9 15.9 15.5 17.8 18.3
Public Sector Banks 216 158 23.3 211 18.8 16.5 22.4 20.3
Others 1.2 0.2 3.2 0.2 1.4 0.2 1.9 0.3
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

5.9 Quarterly change in the share of various categories/participants in the

secondary market trading activitfpuy + sell) fo government securities is shown in

Chart 13.
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Chart 13: Trading Activity (Buy + Sell) By Category (inside circle Apr-Jun ‘11 and
Outside Circle Jan-Mar'11)
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Statement 1: Issuance of Dated securities During Z{pril-June 2011)

(Amount in” Crore)

Date 0 NotifiedDevolvemen Cutofl Cut off Date o Re5|d'ue
Name of Stock Issue amount price yield (%  Maturity Maturity
(Years
7.83% GS 2018 # L 11-Apr-11 4000 100.00 7.83 11-Apr-18 7.0
7.80% GS 2021 # L 11-Apri1l 5000 100.00 7.8C 11-Apr-21 10.C
8.30% GS 2040 $ L 11-Apr-11 3000 98.78 8.41  2-Juk40 29.2
7.59% G 2016 $U  18Aprill 4000 97.50 8.21 12-Apr16 5.0
8.08% GS 2022 $ L 18-Apr1l 5000 0 9874 8.25 2-Aug22 11.3
8.26% GS 2027 $ L 18-Apr-11 3000 0 9815 8.47 2-Aug27 16.3
7.83% GS 2018 $ L 25-Apr-11 3000 0 98.60 8.1C 11-Apr-18 7.0
7.80% GS 2021 $L 25Aprll 6000 0 9826 8.06 11-Apr21 10.C
8.30% GS 2040 $ L 25-Apr-11 3000 0 9784 8.5C  2-JuH40 29.2
7.59% GS 2016 $ L 9-May-11 4000 0 96.78 8.4C 12-Apr-16 4.9
8.13% GS 2022 $ L 9-May-11 5000 0 98.04 8.4C 21-Sep22 11.4
8.26% GS 2027 $L  9-May-11 3000 0 97.04 8.6C 2-Aug27 16.2
7.83% GS 2018 $ L 16-May-11 4000 0 97.05 8.4C 11-Apr-18 6.9
7.80% GS 2021 $ L 16-May-11 5000 0 9672 8.28 11-Apr-21 9.9
8.30% GS 2040 $ L 16-May-11 3000 0 96.39 8.64  2-Juk40 29.1
7.59% GS 2016 $ L 23-May-11 4000 631.45  96.46 8.4S 12-Apr-16 4.9
8.08% GS 2022 $ L 23-May-11 5000 0 97.05 8.48  2-Aug22 11.2
8.26% GS 2027 $ L 23-May-11 3000 0 9671 8.64 2-Aug27 16.2
7.83% GS 2018 $ L 30-May-11 4000 0 96.35 8.54 11-Apr-18 6.9
7.80% GS 2021 $ L 30-May-11 5000 0 9581 8.43 11-Apr21 9.9
8.30% GS 2040 $ L 30-May-11 3000 0 96.20 8.66  2-Juk40 29.1
7.59% GS 2016 $L  6-Junll 3000 0 96.80 8.4C 12-Apr-16 4.9
8.13% GS 2022 $L  6-Junll 6000 0 9775 8.44 21-Sep22 11.3
8.28% GS 2032$ L 6-Junil 3000 0 96.90 8.6C 15Feb32 20.7
7.83% GS 2018 $L 13-Junlil 3000 0 9755 8.3C 11-Apr-18 6.8
7.80% GS 2021 $ L 13-Junll 6000 0 97.00 8.25 11-Apr21 9.8
8.26% GS 2027 $ L 13-Junlil 3000 0 9713 8.58  2-Aug27 16.1
7.59% GS 2016 $ L 27-Junll 3000 0 97.06 8.34 12-Apr-16 4.8
8.08% GS 202RU  27-Junll 6000 0 98.06 8.35 2-Aug22 11.1
8.289% GS 2032 $ L 27-Junll 3000 0 96.92 8.6C 15Feb32 20.6
Gross Nominal Amount Raised 12000( £
Weighted Average Yield 8.36
Weighted Average Maturity 12.1C




Statement 2:Treaury Bills Issued During FX (April-June 2011)

(Amount in” Crore)

Competiive Ngn Gr.oss
Name of Security ~ Date of Issue amount Competiive - Nominal - Cut %ff
raised amqunt amqunt Yield (%)

raised raised
364 DTB 8-Apr-11 2000 0 2000 7.55
364 DTB 21-Apr-11 3000 0 3000 7.76
364 DTB 6-May-11 3000 0 3000 8.20
364 DTB 20-May-11 3000 0 3000 8.29
364 DTB 3-Junll 3000 0 3000 8.32
364 DTB 17-Junll 3000 202.8 3202.8 8.34
364 DTB 30-Junll 3000 0 3000 8.29
182 DTB 15Apr-11 2000 1500 3500 7.45
182DTB 29-Apr-11 3000 1250 4250 7.75
182 DTB 13-May-11 3000 0 3000 8.20
182 DTB 27-May-11 3000 500 3500 8.27
182 DTB 10-Junll 3000 0 3000 8.23
182 DTB 24-Junll 3000 0 3000 8.16
91 DTB 8-Apr-11 4000 0 4000 7.14
91 DTB 15Apr-11 4000 1000 5000 7.19
91DTB 21-Apr-11 5000 300 5300 7.44
91 DTB 29-Apr-11 7000 1484.65 8484.65 7.52
91 DTB 6-May-11 8000 2875 10875 7.89
91 DTB 13-May-11 8000 1100 9100 8.06
91 DTB 20-May-11 8000 1250 9250 8.10
91 DTB 27-May-11 8000 7250 15250 8.14
91 DTB 3-Junil 8000 1500 9500 8.19
91 DTB 10-Junll 8000 2000 10000 8.23
91 DTB 17-Junll 8000 3200 11200 8.27
91 DTB 24-Junll 8000 1900 9900 8.19
91 DTB 30-Junll 6000 4750 10750 8.19

Total 127000 32062 159062




Statement 3: List of Dated Securities Outstanding at end-June 201171 contd.

Nomenclature

Date of maturity

Outstanding Stock

of which: MSS

(" Crore)
9.39% GS 2011 2-Jul-11 37000.0 B
11.50 % GS 2011 5-Aug-11 2861.4 )
FRB, 2011 8-Aug-11 6000.0 )
12.00% GS 2011 21-Oct-11 3246.9 )
11.50 % GS 2011(1I) 24-Nov-11 11000.0 )
6.85% GS 2012 5-Apr-12 26000.0 )
7.40% GS 2012 3-May-12 33000.0 )
10.25% GS 2012 1-Jun-12 1574.1 )
6.72% GS 2007/12 18-Jul-12 546.8 )
11.03% GS 2012 18-Jul-12 13500.0 )
9.40% GS 2012 11-Sep-12 11000.0 )
FRB, 2012 10-Nov-12 5000.0 )
9.00% GS 2013 24-May-13 1751.3 )
9.81% GS 2013 30-May-13 11000.0 )
12.40 % GS 2013 20-Aug-13 11983.9 )
7.27% GS 2013 (conv) 3-Sep-13 46000.0 )
FRB, 2013 10-Sep-13 4000.0 )
5.32% GS 2014 16-Feb-14 5000.0 )
6.72% GS 2014 24-Feb-14 15273.6 }
7.37 % GS 2014 16-Apr-14 42000.0 )
6.07% GS 2014 15-May-14 40000.0 -
FRB, 2014 20-May-14 5000.0 }
10.00% GS 2014 30-May-14 2333.3 )
7.32% GS 2014 20-Oct-14 18000.0 }
10.50% 2014 29-Oct-14 1755.1 )
7.56% 2014 3-Nov-14 41000.0 )
11.83 % GS 2014 12-Nov-14 11500.0 )
10.47% GS 2015 12-Feb-15 6430.0 )
10.79% GS 2015 19-May-15 2683.5 -
11.50% GS 2015 21-May-15 3560.5 )
6.49% GS 2015 8-Jun-15 40000.0 )
7.17% GS 2015 14-Jun-15 56000.0 )
FRB, 2015 2-Jul-15 6000.0 )




Statement 3: List of Dated Securities Outstanding at end-June 20111 contd.

Nomenclature

Date of maturity

Outstanding Stock

of which: MSS

(" Crore)
11.43% GS 2015 7-Aug-15 12000.0 B
FRB, 2015(1l) 10-Aug-15 6000.0 -
7.38% GS 2015 (conv) 3-Sep-15 610000 )
9.85% GS 2015 16-Oct-15 10000.0 )
7.59% GS 2016 12-Apr-16 68000.0 )
10.71% GS 2016 19-Apr-16 9000.0 )
FRB, 2016 7-May-16 6000.0 -
5.59% GS 2016 4-Jun-16 6000.0 )
12.30% GS 2016 2-Jul-16 13129.9 )
7.02% GS 2016 17-Aug-16 60000.0 )
8.07% 2017 15-Jan-17 49000.0 )
7.49% 2017 (con) 16-Apr-17 58000.0 )
FRB-2017 2-Jul-17 3000.0 )
7.99% 2017 9-Jul-17 59000.0 )
7.46% 2017 28-Aug-17 57886.8 )
6.25% 2018 (conv) 2-Jan-18 16886.8 )
7.83% GS 2018 11-Apr-18 18000.0 )
8.24% GS 2018 22-Apr-18 50000.0 )
10.45% GS 2018 30-Apr-18 3716.0 )
5.69 % GS 2018 (Conv) 25-Sep-18 16130.0 -
12.60 % GS 2018 23-Nov-18 12631.9 )
5.64 % GS 2019 2-Jan-19 10000.0 )
6.05% GS 2019 2-Feb-19 53000.0 }
6.05% GS 2019 (con) 12-Jun-19 11000.0 -
6.90% GS 2019 13-Jul-19 45000.0 )
10.03 % GS 2019 9-Aug-19 6000.0 )
6.35% GS 2020 (con) 2-Jan-20 61000.0 -
10.70 % GS 2020 22-Apr-20 6000.0 )
7.80% GS 2020 3-May-20 60000.0 )
FRB 1T 2020 21-Dec-20 8000.0 )
11.60 % GS 2020 27-Dec-20 5000.0 )
7.80% GS 2021 11-Apr-21 2700.0 -
7.94% GS 2021 24-May-21 49000.0 )




Statement 3: List of Dated Securities Outstanding at end-June 201171 concld.

Outstanding Stock

Nomenclature Date of maturity (" Crore) of which: MSS
10.25% GS 2021 30-May-21 26213.3 B
8.20 % GS 2022 15-Feb-22 57632.3 )
8.35% GS 2022 14-May-22 44000.0 )
8.08% GS 2022 2-Aug-22 46969.4 )
5.87% GS 2022 (conv) 28-Aug-22 11000.0 )
8.13% GS 2022 21-Sep-22 48495.3 )
6.30% GS 2023 9-Apr-23 13000.0 )
6.17% GS 2023 (conv) 12-Jun-23 14000.0 )
7.35% GS 2024 22-Jun-24 10000.0 )
5.97 % GS 2025 (Conv) 25-Sep-25 16687.9 )
10.18% GS 2026 11-Sep-26 15000.0 )
8.24 % GS 2027 15-Feb-27 57388.6 )
8.26 % GS 2027 2-Aug-27 64427.3 )
8.28 % GS 2027 21-Sep-27 1252.2 )
6.01% GS GS 2028 (C Align) 25-Mar-28 15000.0 )
6.13% GS 2028 4-Jun-28 11000.0 )
8.28 % GS 2032 15-Feb-32 58687.1 )
8.32 % GS 2032 2-Aug-32 15434.1 )
7.95% GS 2032 28-Aug-32 59000.0 )
8.33% GS GS 2032 21-Sep-32 1522.5 )
7.50% GS 2034 10-Aug-34 60000.0 )
FRB, 2035 25-Jan-35 350.0 )
7.40% GS 2035 9-Sep-35 42000.0 )
8.33% GS 2036 7-Jun-36 59000.0 )
6.83% GS 2039 19-Jan-39 13000.0 )
8.30% GS 2040 2-Jul-40 44000.0 )
Total 2,263,441.7 -




Statement 4: Maturity Profile of Government Securities as on Ehwohe 2011

Year of maturity Outstanding Stock (Crore)
201112 60108
201213 90621
201314 95009
201415 168018
201516 197244
201617 211130
201718 194774
201819 163478
201920 123000
202021 79000
202122 159846
202223 150465
202324 27000
202425 10000
202526 16688
202627 72389
202728 80680
202829 11000
202930 -
203031 -
203132 58687
203233 75957
203334 -
203435 60350
203536 42000
203637 59000
2037-38 -
203839 13000
203940 -
204041 44000

Total 2,263,442
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