EXPLAINING PUBLIC DEBT

MANAGEMENT

The Reserve Bank of India acts as an agent of the government to implement the
borrowing programme and it draws necessary statutory powers for debt management
from Section 21 of the Reserve Bank of India Act, 193&. A look at what it means:

Objective

"To ensure that the govt's financing
needs and its payment obligations are
met at low cost over the medium to
long run consistent with a prudent
degree of risk

®To promote deep and liquid financial
markets to minimise long-term
borrowing cost markets. The debt
management policy must also be
consistent with other macroeconomic
policies, including monetary policy

Strategy

® Elongation of maturity to mitigate

rollover risk

" The strategy is achieved by:

» Non-issuance in maturity of 1-5 years

) Moderating issuance in 5-9 years

» Increasing issuance in 10-14 yr
tenure, which sees robust demand
from banks & Fils

» Also increased issuance of bonds in
tenures of 15 years to cater to needs
of insurance companies and
provident funds

Exception to this strategy was during
the global financial crisis of 2008 when
short-term bonds were issued to meet
the needs of market borrowings for
fiscal stimulus

With the above strategy, India has one of
the longest maturity profiles in the world
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