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10 Chart 1: Policy Rate and Yields on Government Securities
9

S 8

3 -

)

0.7 -

A“‘.—_‘\
5
S S S S S SO0 W00 W00 O O O OO O©N~NMNMNDNMNDNSIDNSDNODO o
S g gdddadadadaegdadgadgSldsdggd
C = >25 Q 2 C 5 225 QO 2 C =5 225 Q2 C 5 325 Q9 > Cc =% X5
S T 3 = S T = = S T = = S T = = S T 2
-%UE§'“’%zg§§”$zg§§”$zg§§”$zg§§”
Policy repo rate

Yield on 15-91 days maturity treasury bills of Central government

Yield on 10-year maturity securities of Central government
Source: Reserve Bank of India.

! e AiftE AT Qermer, AT Red & & waw: @Aeee, gee wWweEderar 3R g €1 5@ 9 & syea v av e ik

dEH F § AR TR TE R T aRdIT Red §F & Rt @1 sfafafies a8 W 3 aifedr 3R ST S a9 i oo e
AR F A7 §, AN T 3rdeor 57 W o Ae) g g



Chart 2: Policy Rate and Treasury Yields in the US
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AR 1: |ITHT FRier

(F1eIe)
Variable Mean Standard Deviation Minimum Maximum
Policy Rate 6.4 15 3.3 9.0
15-91day T-hill rate 6.7 1.6 3.1 11.1
1lyr G-sec Yield 7.0 1.3 4.0 10.0
5yr G-sec Yield 7.5 0.9 4.9 9.5
10yr G-sec Yield 7.7 0.8 5.1 9.4

Note: Sample period is April 2004 to March 2018.
Source: Authors’ estimates.
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Jegerfaeh &9 @ iAol & ZIGART HT YT oMl o AT, §H & HRI-3HHT AT ol g
faffet aret (I & @elator 1) & qfFe & 3mhed & & AT e gfaesa e ik
Teh JFeX RIS (AIR) faeewor (i &1 @aewor 2 & gifedr & 3R 379 W & sTedl &
Stard # wfdther T GgF RN & HeTTA el & fov)|* &y R arw Fefieor (1) &, @ Z
faffesr gRuaganit (15-91 & 3afse uRusaar &« ar 199 a7 5% ar 10-a¥iy 3m@fdse
aRgeradr wfds{faal) 1 gfawd & AR 31T TW FW JdV T g1 Tedsh IRUFaar & fov gaeor
(1) 3TeleT & HefATAT fohar 1T g

In equation (2), Y; is the vector of endogenous variables [EFF, DLAF_Y, G15-
91D, G1Y, G5Y, G10Y] and X, is the vector of exogenous variables [CRR, GMB_Y,
FPID_Y, GUS, AQIil].>

AZ = a9 + a1AZ.; + aAEFF; + a3ACRR; + a4ALAF_Y: + asGMB_Y; +
asFPID_Y; + a;AGUS; + aB8AOil + e;. (1)

A, =C+ X AY + X720 BiXe_j + & ()

gfderdeT & (S Ush HAG H U IRUSIA T ITA T §) b Ao, AN heAash Faf
IR aRugaanstt (G15-91D, G1Y, G5Y, G10Y) & U& Sulel & &7 & AlSd &dl &, I§ AT
et & & ufdther & 19 $T AT HRE B HEAT har S @7 &1 ST & gge Seow fhar
AT B, WEAT (2013) FT T T Il § & AT A B3 X AR A F A H Fee
ST &, A7 qEY UsEl H, TN %8 $5 X H AfIsT & agenal & AW e § 3R s % g
FeR aifaefierdr & TARIST aRar g1 AR Heaas 57 AT &1 AU FT TqhdT §, FAih
SHHT & A X & 3vcfd aRada & Sae 7 gfawe fr afaeiiear &1 3reaas Har gl
s AUd, gfcerdd emar Alfge Aifd & gomelerd (31fad) 3mRoT & SO & gfawe @

¢ AUHR faffest AT HEar W & @ afaele FRARAr @ R axa § AR el = 3R e AR & e el #
AT % T aifda g &1

5 3ol T & W g § o A3 F T g@ & i wfafer axa §, SefF afegsia @ it e & agx G onar 3R sew o
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afefierar W Hfed g1 39 YR, dUHR faeewor gfcerster fagawor & qof @&war § 3R g aftes
Aol ey Aeprelel 7 HAeg T Fhl &

Safer gfaerds fagevor FAde X & HAfSd aar g, w3 Aeevor afded sear ) 3maiRa
¢ drfer arfcieliorar &1 3fReh aRIhr & 3eTT fhar S @h| aledl 3efael Tfeshior # faeelvor &
forw aagem 3rafer ailer 2004-ART 2018 §1° e &€ qligior ¥ IR gfdhe H R dufed | o
3EqSCAT N Tl TAdT &1 AN F TS & [T, gfede faewor qgol-3ick &9 # 0 W &
3YGRT T ¢ (31T, faardr & e aRads), Jefe SR fagewor TRt & 3er w 3maia g1’

IAATAS TROTMH

gl aRomA dhd o § & Ate A@fd &1 dderfos gfawa & d@wa seumieas
gfdther 9 3eTIehd 38 oTd glaTr g1 Alfd &X & 100 MUR 3l H1 g 4, hfed INad, 15-
91 fealt & URuFd Gollell e & Ufcher # wererar 85 ddivw T gig 3N IRUFAAT dget T 9T
e g1 Sl & (1 |rer 1 gfasgiaat @ 50 sdivw, 5-avia giasifd o) ofemster 25 dided 3R 10-
a¥ $r gfasfadt o 10 & & fded) (@fosr 2)1° 377 @) 8 gfdwer W 3mfaT gaa srerd 8,
grenifh Affiest aRUFaa3T & SR sHHT 3T 3TT-37e9T 8T g1 Ugalr, HAifgew /| aerar @R (o
IRFEIT 3gurd AR Tl FARIS giaun) o mafeld yed gsdr 81 gERT, WeR gaRT 3T
Hehel d9IR 3UR, 3UR / SIS 3T & Tcdeh Teh Yfaeid #1 gig & forw somsmr 3 didieq
gfdthel Jerar &1 IR, FAFT 3a™ & aRe, e dd T 3= HA Gfdhed W gara sreledl & fow
uiS ST g1 @, ST SEgAcH (S A gfaerd) faech diéwiferat fAde A v wfdwd # gfg @
T, 9 3R 10 A F e 915 &F Yfaher § 10-23 ddiww & FAr 3w § e sredaias
Gl Sl 9T #I$ Agcaqul 9oTa g1 gsar  difodly X & ol fageh diewifer @aer o«
3E & gfdva @ &7 3@ & gfava & JfRE gl & &1 3 aRomA TEdIS gaw W)
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AR ¢orll dles 7 100 vy &1 gfg oo SM-dF gfawer H1 wererr 25-30 Adivd d& Toreh
g, S o9 §AY d IRUSFIdT 915 W FS g dh IS Jeird Srefcll &, dRasw facdy o A Fo
T el el g, ST foh ggel el a1 ol

¢ gfee v lEvT UE IRE FAT AEen & "Rar & v wlwr € v e Hwer @ RR Fur o § A e & a e
IREdT HEeT & AROT & IHHR F delid H FHROT 61 JeAcl &l F JUTH FT 3ooitlel Hel dlell Tk @l A Th JfAe & ik &
T H Hgl SNl gl g JHfaes B (Tdvm) 3 fsfecg-0e (ddn) adreror faw

7 2t RAgeut & fav R SRIReRE & YiaerHe e, 3R PR & Rufy gdiveee a8 S

& ue, qia 3R 10 A & giawer & AT ST aROMH WUROT =g 9 (3NTered) & JfaaseT w1 3maid @i §, Sefe 15-91 et
A IRuFadr g FH F FAF FRees AT Gvaww Iafe § Faw SR F @ea & Feson) & v S i Sl Fiufave 7§
Fo we-afafafy & dad gu, dwfeus aRuFaansit & fov wheol & safise AR & @b &1 380 7L A g I & AT, wlha gar
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Table 2:

Determinants of Yields on Government Securities

Explanatory Variables

Dependent Variable

AG15 91 AG1Y AG5Y AG10Y
Constant 0.00 -0.14 0.07 * -0.08
(0.08) (-1.47) (1.91) (-1.16)
AEFF; 0.84 *** 0.47 *** 0.23 *** 0.07 *
(13.81) (5.94) (3.40) (1.90)
ALAF Y, -0.18 ** -0.17 *** -0.20 *** -0.23 ***
(-2.46) (-4.04) (-3.33) (-3.81)
ACRR; 0.29 *** 0.21 *** 0.25 ***
(4.09) (3.44) (4.46)
GMB_Y; 0.03 **
(2.35)
GMB_Y.; 0.03 **
(1.99)
AOIL, 0.002 *** 0.003 **=* 0.003 **=*
(3.24) (4.40) (4.72)
FPID_Y, -0.10 ** -0.16 *** -0.23 ***
(-2.05) (-3.57) (-5.70)
AGUS; 0.23 *** 0.23 *** 0.32 ***
(3.85) (3.59) (4.37)
AG1Y ., 0.11 **
(2.04)
AG5Y, -0.25 ***
(-3.39)
AG10Y, -0.24 ***
(-3.90)
R-bar’ 0.78 0.87 0.76 0.78
LB-Q (p-value) 0.54 0.28 0.22 0.64

Notes:

*x % and *: Significant at <1%, <5% and <10% levels, respectively.

Figures in parenthesis are t-statistics based on heteroscedasticity and autocorrelation consistent (HAC)-
corrected standard errors. LB-Q is p-value of Box-Pierce-Ljung Q-statistic for the null hypothesis of no
residual autocorrelation up to 4 lags.

Variables are defined as follows:

G15-91 = Yields on central government treasury bills of residual maturity of 15-91 days;

G1Y, G5Y and G10Y = Yields on central government securities of residual maturity of 1-, 5- and 10-
years, respectively; CRR = Cash reserve ratio; EFF = Policy rate; LAF_Y = Outstanding LAF balance (%
of GDP); GMB_Y = Central government market borrowings (% of GDP); OIL = International crude oil
price (rupee terms); FPID_Y = Net foreign portfolio investments in debt (% of GDP); YUSG = Yield on
one-year G-sec of the US.

Sample period for the estimation is April-June 2004 to January-March 2018.

Source: Authors’ estimates.
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Chart 3: Responses of G-Sec Yields to Policy Rate Changes
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AT & TR A= glet & d1g, HA IRIFadr (15-91 T 3R v av) W gH@ @@ g &
Y FAAT § 3R FHH 90T AW W 99097 B8 A ah Bl gl 9= AR 10 drer i aRoeraarn
& U, saTffeTd e3el #AQ & fahe & Fo - #1 AT ar g, Fhifh T & iy
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&Y Torr Sirar § 3R ae & A # U GIH FARSE giar g 12 #el & qrg sifded A
100 drdfrew & gfg & TR arw - g wAT: 86 ufawd, 60 yfderd, 20 wfderd 3 15-91 et &
faw 15 wfder@, ve @@, o @re 3R 10-a9 & aRuea gfasfaar 817 @7 & @y, 9a-y 15-
91 TGt @ gRueadr gfasfadl & fow eemrer qur (96 wfaed) & 3R ws, 9= 3k 10 adffw
aRveradr gfastfadt & fore werer 72 gfaera, 30 wfaerd 3R 21 gfavd 9@ §¢ S1ar g1 o 3afe
3N frer o wae adfas gfafsear w  sitwa gfafsard § ster & ar¢ 1 gema &ar 8, I8 307

® AIUAR & FHI Hisel AU & YR W S FARar 3 [Rar smrnRers, ddeid @ & ar e afad
10 e faRaiwor #F 3mder qfafkae @R 7 W F FA F 9fT el g @ €, 3T, 9% F9 o W dwm A @ v g
39 FHAEA H g T & AU, 37 AT H W Q7 yfafmad @ 3rder ufafkar § S @ & mew & fAv #Aseg €
" arg-y 3urdt § §fes gfawer & wfaerd aRade @ 3Ed e X # v gfded dige (100 dded) # S S g
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3| "Iger 3R Aise F 12 A & a1g At & 7 100 drfew #r gy F Tl aw-y Az 15-91 A, v @, 9 e 3K 10
arer T aRveaar gfastfaat & faw, FAer: 62%, 45%, 12% 3R 6% & &G aF &7 ¢l



e 3R dRgH FRAT Y TEEIAT W AR wEm o AT, 50 IeTTA A defeds AT
deheiiehl ST 3TTIT el dlel IHefsdoled TeT SHIT Fd & b, Stafeh Afd &3 sreushiforen gfdwer @r
T Agcaqul Ao g, e I-AlfgE wRa & v wega ik Jedefos gfawe aiftes wfafsar
ad gl

IV. fRewdftar feoaforat

facdar #eal 3N carus areafds sfegaedr & WaeA & fov Alfgs Afd & gardr garor &
T AleeT dies giawel Teh Hecaqol Hd &1 Tg METT dehfodch oAl deheilenl I AL el
arel B TPRT dles Yol o FIFART I Hefsaoied ST Il gl A & & HeTehliceh AIhRT
wfdegfcat & dfdther &1 Ush Y@ leleh AT ST g, ofehel dles &I qRUFaar e ¥ Jfdhel W
SHHT JHTT HHSR TS &l dqﬁwaﬁfrqﬁmﬁw*mﬁmaﬁmﬁﬂﬁ-
T -3 SR G T ST @, ofdl 3Ef & §i5 & fu urE-y 20-30 yiaed g1 e WER &
3UN FHIAHH HT AR, B dles o A Il NEwmifor f@aer iR fadRh dfes yfdwe ae] dfes
gl T Fenfad Sl &, ETelitch o hRehi T FeTd IRUSFIA o ITER TeAT-37efeT BIcTl g
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