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FINANCES- Weekly SDL

Weighted average 10-year SDL cut-
off spikes by 9 bps to 7.24%

January 18, 2022



Highlights B

Twelve state governments raised Rs. 212 billion through state development loans (SDLs) on January 18, 2022,
~6% higher than the Rs. 200 billion that was indicated for this week in the revised Q4 FY2022 auction calendar.
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8 In today’s auction, Rs. 115 billion or ~54% of the total issuance was in longer tenor SDLs, Rs. 72 billion or ~34%
of the total issuance was in 10-year SDLs and the balance Rs. 25 billion or ~12% of the total issuance was in
shorter tenor SDLs. The weighted average SDL cut-off increased by 4 bps to 7.11% today from 7.07% in the last

Click to Provide Feedback auction, with an increase in tenor to 12 years from 11 years.
¢ - In line with global trends, domestic yields have hardened since last week, reflecting the imminent rate hikes by
Twelve state governments raised Rs. the US Fed, increase in global oil prices, firming of the domestic CPI inflation, as well as the magnitude of
212 billion SDLs, ~6% higher than the supply expected in FY2023. The old benchmark 10-year Government of India security (G-sec; 6.10 GS 2031)
indicated level for this week yield rose by 6 bps to 6.63% today from 6.57% last Tuesday. Moreover, the new 10-year paper, which was

issued on last Friday at a cut-off of 6.54% (6.54 GS 2032), was partially devolved by the Reserve Bank of India
(RBI) to the primary dealers, indicating weak demand for G-sec at the prevailing yields. Its yield had risen to
6.61% today. Mirroring these trends, the weighted average cut-off of 10-year SDLs increased by a sharp 9 bps
spread between the 10-year SDLs and to 7.24% today from 7.15% last Tuesday. Accordingly, the spread between the weighted average 10-year SDL

Sl Cr e e (€ e and old 10-year G-sec yield was 61 bps today (58 bps last Tuesday) and that with the new 10-year G-sec was
today from 58 bps last week mildly higher at 62 bps.

Separately, the usage of Ways and Means Advances (WMA) facilities by the state governments/UT from the
RBI declined to 123 days in Nov 2021 from 179 days in Nov 2020. The state governments’ cash-flow position

Weighted average cut-off of SDLs seems to have eased in Nov 2021 following the transfer of Rs. 170 billion GST compensation grants by the Gol

increased to 7.11% in today’s auction as well as the doubling of the tax devolution to the states in that month, relative to the average amount
from 7.07% last week transferred in the previous four months. Andhra Pradesh and Telangana accessed the WMA facility for a fewer

number of days in Nov 2021 compared to Nov 2020, while Manipur, Meghalaya and Mizoram used it for a
higher number of days in this period. Led by these three north-eastern states, the overdraft (OD) utilisation

increased to 52 days in Nov 2021 from 35 days in Nov 2020.
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SDL issuance declined by 12.3% during April-Jan 18, 2022 on a YoY basis, led by @ CRA
19 states/UT

Exhibit: SDL issuances during April 8-Jan 18, 2022

Amountin Rs. Billion Indicated Notified* Raised Cumulative till this week
Week of Jan 18, 2022 200 212 212 5,221
Week of Jan 19, 2021 183 122 122 5,954
Growth 9.5% 73.3% 73.3% -12.3%

Exhibit: Cumulative SDL issuance during April 8-Jan 18, 2022
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Source: Reserve Bank of India (RBI); ICRA Research www.icra.in
GGG ]



SDL issuance today was ~6% higher than indicated, in contrast to the trend in the @ CRA
previous two weeks

Exhibit: Indicated, notified and actual SDL issuances in Q4 FY2022 (so far)
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Note: *Including green shoe 4
Source: RBI; ICRA Research www.icra.in




Six states borrowed Rs. 67 billion today, despite not having indicated their CRA
participation in the auction calendar; UP borrowed Rs. 9 billion more than indicated

Exhibit: State-wise indicated, notified and actual SDL issuance on Jan 18, 2022
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Share of longer tenor and 10-year SDLs has risen to ~48% in Q4 FY2022 (so far) @ CRA
from ~42% and ~29%, respectively, in Q3 and Q2 FY2022

Exhibit: Classification of SDL issuance in FY2022 (so far)
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Weighted average cut-off of 10-year SDLs hardened sharply by 9 bps to 7.23%

today from 7.15% in the last auction

B

Exhibit: Tenor-wise SDL issuance and cut-offs on Jan 18, 2022
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Exhibit: Weighted average cut-off and tenor of SDLs during April- Jan 18, 2022
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Spread between the 10-year SDLs and old G-sec widened to 61 bps today from @ CRA
58 bps on last Tuesday

Exhibit: 10-year SDL and G-sec cut-offs

10-year SDL cut-offs Dec 21, 2021 Dec 28, 2021 Jan 4, 2022 Jan 11, 2022 Jan 18, 2022
Assam 6.97% 7.03% 7.12%

Bihar 7.24%
Goa 6.98% 7.00% 7.23%
Haryana 7.13%

Himachal Pradesh 7.03%

Karnataka 6.96% 7.02% 7.10% 7.14%

Manipur 7.00% 7.23%
Nagaland 7.00%

Punjab 7.14% 7.17% 7.24%
Rajasthan 7.03%

Tamil Nadu 7.02%

Uttar Pradesh 6.96% 7.04% 7.12% 7.15% 7.24%
Uttarakhand 7.05%

West Bengal 7.14% 7.23%
Weighted Average 10-year SDL cut-offs (A) 6.96% 7.03% 7.13% 7.15% 7.24%
Minimum 10-year SDL cut-off 6.96% 7.00% 7.10% 7.14% 7.23%
Maximum 10-year SDL cut-off 7.00% 7.05% 7.14% 7.17% 7.24%
10-year G-sec closing yield (B) 6.47% 6.48% 6.52% 6.57% 6.63%/6.61%*
Spread (A-B) 50 bps 55 bps 61 bps 58 bps 61/62*

Note: *New 10-year G-sec (6.54 GS 2032) yield closed at 6.61% today . .
Source: RBI; ICRA Research WWW.ICra.in
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Frequency of tapping WMA window eased in November 2021 on a YoY basis led @ CRA
by AP and Telangana

Exhibit: Number of days the WMA facilities were availed by states/UTs during Exhibit: Number of days the WMA facilities were availed by states/UTs
Apr-Nov FY2021-22 during Nov 2020 and Nov 2021
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= The number of states/UT availing WMA declined to 14 during Apr-Nov FY2022 from 15 in Apr-Nov FY2021 (with the exclusion of Punjab, West Bengal and Tripura
and inclusion of Jharkhand and Meghalaya). Additionally, the number of days for which the WMA window was tapped, decreased to 1,231 from 1,266 during the
same period.

= |n Nov 2021, seven states/UT availed WMA facility for 123 days, lower than the usage of WMA by 10 states for 179 days in Nov 2020, possibly reflecting the
transfer of Rs. 170 billion as GST compensation grants by the Gol and doubling of the tax devolution to the states in that month relative to the average in the
previous four months.

= AP and Telangana used the WMA facility for 18 and 19 days, respectively, in Nov 2021, lower than 24 and 26, respectively, in Nov 2020. However, Manipur,
Meghalaya and Mizoram, accessed this facility for a higher number of days in November 2021 compared to November 2020.
= On asequential basis, the WMA usage declined in Nov 2021 from Oct 2021 (150 days), largely led by AP, J&K and Telangana. "
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OD usage increased in November 2021 on a YoY basis @ ICRA

Exhibit: Number of days in OD during Apr-Nov FY2021-22 Exhibit: Number of days in OD during Nov 2020 and Nov 2021
140 25 -
120 -
100 - 20 -
80 -
60 - 15 -
40 A
20 ] I I I 10 -
O n T . T T T - T T T
x> x> < @ & Q& > @ > 5
g F & ¢ & £ F & &
Q€ Q€ @ K\ N\ e NG @
\(\(/b \(\'b\ \)%' % &Q, \Sé"b 0 - T T T T T 1
<
yﬁ\‘b .\@?’ @5\ Andhra Jammu & Manipur Mizoram  Nagaland Telangana
A ® Pradesh Kashmir
W Apr-Nov FY2021 Apr-Nov FY2022 W Nov-20 Nov-21

= Although the number of states/UT availing of OD declined to seven during Apr-Nov FY2022 from eight during Apr-Oct FY2021 (with the exclusion of Himachal
Pradesh and Uttarakhand and inclusion of Mizoram), the number of days for which these states availed OD doubled to 461 from 267 during the same period, led
by Andhra Pradesh, Jammu and Kashmir, Manipur and Telangana.

= The numbers of states utilising OD increased to six in November 2021 from three in November 2020, led by inclusion of Manipur, Mizoram and Nagaland.

= Unlike the WMA usage, the OD utilisation increased to 52 days in November 2021 from 35 days in November 2020, given the pick-up in usage by the
aforementioned north-eastern states.

= Sequentially, OD usage decreased in Nov 2021 from Oct 2021 (65 days), largely led by AP, Manipur and Telangana.
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]

Source: RBI; ICRA research
GGG




B

0oo

Click to Provide FeedbacIL

L 11
WWW.ICra.in
GGG I 0000000



https://www.icraresearch.in/Home/ReportFeedback?ReportType=Research&AuthKey=ec94e211-177e-4ef4-918e-7181e1aa4a31

@ ICRA Analytical Contact Details

g Aditi Nayar Neetika Shridhar Jaspreet Kaur
Chief Economist Assistant Vice President Analyst
ﬂ aditin@icraindia.com neetika.shridhar@icraindia.com jaspreet.kaur@icraindia.com
N\
@ 0124- 4545 385 0124 — 4545 305 0124 — 4545 853

-
5

/\

@ O O © O



@ ICRA Business Development/Media Contact Details

g L. Shivakumar Jayanta Chatterjee Naznin Prodhani

Executive Vice-President Executive Vice-President Head Media & Communications
ﬂ shivakumar@icraindia.com jayantac@icraindia.com communications@icraindia.com
@ 022- 6114 3406 080 —-4332 6401 0124 — 4545 860

-
5

/\

@ O O © O



ICRA

© Copyright, 2022 ICRA Limited. All Rights Reserved.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has
been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular,
makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be
inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.




