
RBI's LTRO moves tangos with credit growth, says Brickwork Ratings 

Brickwork Ratings, Mumbai, 3 March 2020:  The long-term repo operations (LTRO) conducted so far, in batches 

of INR 250 billion each aggregating to INR 750 billion by Reserve Bank of India (RBI), has turned out to be a giant 

step among the strategic smart moves taken by the Central Bank for achieving multiple objectives. The measure has 

been successful in boosting credit growth and marginal yet smooth transmission of rates by the banks. Improving 

liquidity, reduction in banks’ cost of funds and easing interest rates, are all in line with BWR expectations, opined on 

5 February, 2020 (post policy view). 

Also, a similar softening trend is reflected in bond yields and lower term lending base rate in large PSBs. It has also 

ushered a wave towards establishing Repo rate as a benchmark for floating rate debt which was nearly absent so 

far.  

The 1-year government bonds as well as corporate bonds of similar maturity have softened by 19 bps and 24 bps 

respectively. Similarly, the 3-year government bonds and corporate bonds have eased by 41 bps and 39 bps 

respectively after the announcement of these auctions (Feb 5-28), according to data obtained from FIMMDA. 

The major PSU banks’ MCLR rates for the maturity buckets of 1-3 years have also eased by 5-15 bps after the 

announcement of these LTRO auctions, data obtained from bank websites. 

Meanwhile, the RBI’s move has also tactically supported banks’ asset liability management (ALM) as they can source 

3-year cheaper money through LTRO so as to cover their negative gaps in 1 to 3 years’ time buckets. These gaps

are nothing but the discrepancy amongst the longer maturity of term loans and shorter maturities of deposits, 

typically averaging at about 1.5 years. 

The move was so befitting that the first two auctions saw humongous response as auctions of 3 and 1 year fetched 

whopping bids leading to subscription of 8 and 5 times respectively. Reflecting a similar hunger, the third auction 

worth Rs 250 billion for 3 years (on 2nd March 2020) has fetched Rs 1.71 trillion, with a bid to cover ratio about 7 

times. 

In a bid to achieve price stability and growth objectives, the Central Bank has undertaken various innovative steps 

such as maturity swaps of G-Sec in buy sell Open Market Operations (OMOs) and foreign currency derivative swaps 

and now the LTRO. BWR expects more such LTRO post completion of earlier announcement in view of the success of 

the auctions.
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 ABOUT BRICKWORK RATINGS 

Brickwork Ratings (BWR) is India’s home-grown credit rating agency built with superior analytical prowess from industry’s most experienced 

credit analysts, bankers and regulators. 

Established in 2007, Brickwork Ratings aims to provide reliable credit ratings by creating new standards for assessing risk and by offering 

accurate and transparent ratings. Brickwork Ratings provides investors and lenders timely and in-depth research across the structured finance, 

public finance, financial institutions, project finance and corporate sectors. Brickwork Ratings has employed over 400 credit analysts and credit 

market professionals across 8 offices in India. Our experienced analysts have published over 28,000 ratings across asset classes. 

Brickwork Ratings is committed to providing the investment community with the products and services needed to make informed investment 

decisions. Brickwork Ratings is a registered credit rating agency by Securities and Exchange Board of India (SEBI) and a recognized External 

Credit Assessment Agency (ECAI) by Reserve Bank of India (RBI) to carry out credit ratings in India. Brickwork Ratings has Canara Bank, a 

leading public sector bank, as its promoter and strategic partner. More on Canara bank available at www.canarabank.co.in 

BWR’s Rating Criteria is available at https://www.brickworkratings.com/ratingscriteria.aspx 

BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh, Chennai, Hyderabad, 

Kolkata, Mumbai and New Delhi along with representatives in 200+ locations. 
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