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Ecowrap 

The latest ŵeasuƌe ďǇ RBI of opeŶiŶg up a liƋuiditǇ ǁiŶdoǁ foƌ Mutual FuŶds likelǇ to iŶsill ĐoŶideŶĐe iŶ the ŵaƌkets to the eǆteŶt that the ĐeŶtƌal ďaŶk is ƌeadǇ to aĐt as 
the leŶdeƌ of last ƌesoƌt, iŶ Đase the Ŷeed aƌises. While this ŵoǀe is laudaďle aŶd iŵelǇ, it ŵaǇ ďe Ŷoted that siŵilaƌ ǁiŶdoǁs ǁeƌe opeŶed eaƌlieƌ iŶ ϮϬϬϴ aŶd ϮϬϭϯ,  
hoǁeǀeƌ theǇ saǁ ǀeƌǇ liŵited uilisaioŶ.  
The ĐuƌƌeŶt tuƌŵoil iŶ iŶaŶĐial ŵaƌkets gloďallǇ ;IŶdia iŶĐludedͿ is the feaƌ of Đƌedit ƌisks aŶd this Đould aĐt as a sigŶiiĐaŶt ĐoŶstƌaiŶiŶg faĐtoƌ iŶ the ŵaƌkets ƌetuƌŶiŶg to 
ŶoƌŵalĐǇ aŶǇiŵe sooŶ. The pƌoďleŵ ǁith the ĐuƌƌeŶt COVID-ϭϵ Đƌisis is ǁhetheƌ the sigŶiiĐaŶt Ŷegaiǀe supplǇ shoĐk ĐaŶ uliŵatelǇ tƌiggeƌ a ŵuĐh laƌgeƌ deŵaŶd shoƌtage 
that leads to a ĐoŶtƌaĐioŶ iŶ output aŶd eŵploǇŵeŶt laƌgeƌ thaŶ the supplǇ shoĐk itself. SuĐh supplǇ shoĐks teƌŵed iŶ eĐoŶoŵiĐ liteƌatuƌe as KeǇŶesiaŶ supplǇ shoĐks / 
teŵporarǇ Ŷegaiǀe supplǇ shoĐks, aƌise ǁheŶ the goods that aƌe Ŷot aǀailaďle Ŷoǁ ďeĐause of Đlosed doǁŶ seĐtoƌs ǁill ďe ďought iŶ futuƌe ďǇ ĐoŶsuŵeƌs ǁheŶ t heǇ aƌe 
aǀailaďle. If Ŷot, it ǁill ƌesult iŶ deŵaŶd-led ƌeĐessioŶ. UŶder suĐh a situaioŶ, iŶaŶĐial iŶsituioŶs ǁill ĐoŶiŶue to reŵaiŶ risk aǀerse.  
We ďelieǀe foƌ suĐh leŶdiŶg to ďe suĐĐessful, RBI ŵight haǀe to Đoŵe iŶ the fƌaǇ aŶd do aŶ efeĐiǀe leŶdiŶg agaiŶst Đoƌpoƌate ďoŶd Đollateƌal, ďǇ ŵakiŶg a ďegiŶŶiŶg ǁith 
saǇ AAA PSUs ǁhiĐh aƌe Ƌuasi soǀeƌeigŶs. CeŶtƌal BaŶks aƌouŶd the ǁoƌld aƌe ĐaƌƌǇiŶg the eŶiƌe Đƌedit ƌisk oŶ theiƌ ďooks. CeŶtƌal BaŶks ŶoƌŵallǇ leŶd to depositoƌǇ  
iŶsituioŶs oŶlǇ ďut theǇ ĐaŶ alǁaǇs ďuǇ assets theǇ Đhoose to. AŶd theƌeiŶ lies the Đƌedit ƌisk ĐoŶuŶdƌuŵ. The faĐilitǇ aŶŶouŶĐed ďǇ the RBI ǁill ǁoƌk ŵoƌe foƌ ďoosiŶg 
ĐoŶideŶĐe aŶd pƌoǀidiŶg ŵoƌal suppoƌt to the ŵaƌket aŶd ƌeduĐiŶg the ǀolailitǇ seeŶ iŶ the Đoƌpoƌate deďt ŵaƌket.  
IŶteresiŶglǇ, iŶ ϮϬϬϴ gloďal iŶaŶĐial Đrisis, EuropeaŶ ĐouŶtries ǁere aďle, for eǆaŵple, to staďilise the situaioŶ ďǇ proǀidiŶg puďliĐ guaraŶtees to ďaŶks. IƌelaŶd ǁas 
oŶe of the iƌst ĐouŶtƌies to ŵake suĐh a ĐoŵŵitŵeŶt. IŶ the US the TARP ǁas adopted, ǁith the iŶiial aiŵ to puƌĐhase distƌessed assets fƌoŵ ďaŶks aŶd thus ƌelieǀe theiƌ 
ďalaŶĐe sheets.  
AgaiŶ, it ǁould ďe peƌiŶeŶt to ŵeŶioŶ heƌe that MFs alƌeadǇ haǀe uŶuilized ďaŶk liŶes aŶǇǁaǇ. Also, eǀeŶ iŶ Ŷoƌŵal iŵes ǀeƌǇ feǁ papeƌs aƌe faiƌlǇ liƋuid. IŶ AA aŶd A 
papeƌs ďids aƌe liŵited. IŶ ƌupee teƌŵs, the total size of the iŶǀestŵeŶt Đoƌpus is aƌouŶd Rs ϭ.Ϯ lakh Đƌoƌe iŶ AA, A aŶd BBB papeƌs.  
The otheƌ alteƌŶaiǀe, ǁe ďelieǀe the ĐuƌƌeŶt pƌoďleŵ faĐed ďǇ iŶaŶĐial eŶiies ĐaŶ ďe ƌesolǀed ďǇ ĐƌeaiŶg a SpeĐial Puƌpose VehiĐle ďǇ iŶfusiŶg eƋuitǇ that Đould ďe  
fuƌtheƌ sĐaled up thƌough adeƋuate leǀeƌage.  
We ŵust eŵphasize that iŶ the ŵidst of a iŶaŶĐial Đƌisis, the iƌst thiŶg that iŶaŶĐial iŶsituioŶs do ǁheŶ theǇ ƌealise losses is iŵŵediatelǇ pƌiĐe ƌisk ;ŵight ďe ŵoƌe  
ĐoŶseƌǀaiǀeͿ aŶd de-leǀeƌage, ǁhiĐh teŶds to fuel a spiƌal ǁith Ŷegaiǀe efeĐts oŶ the ƌeal eĐoŶoŵǇ. UŶil aŶd uŶless, suĐh ƌisk takiŶg Đapaďiliies aƌe Ŷot addƌessed, ǁe 
ŵaǇ sill ŵight Ŷot get aŶ efeĐiǀe soluioŶ to the pƌoďleŵ.  
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 The Reseƌǀe BaŶk of IŶdia ;RBIͿ has aŶŶouŶĐed a speĐial liƋuiditǇ faĐilitǇ foƌ ŵutual fuŶds ;SLF-

MFͿ ǁoƌth Rs ϱϬ,ϬϬϬ Đƌoƌe as ƌedeŵpioŶs haǀe ƌiseŶ ateƌ FƌaŶkliŶ TeŵpletoŶ Đlosed siǆ of its 
opeŶ-eŶded deďt fuŶds, efeĐiǀe Apƌil Ϯϯ due to dƌǇiŶg up of liƋuiditǇ iŶ the ďoŶd ŵaƌket, as 
Ǉields of deďt seĐuƌiies haǀe ƌiseŶ shaƌplǇ aŶd theƌeďǇ ŵateƌiallǇ iŵpaĐiŶg the aďilitǇ of 
ĐoŵpaŶies to seƌǀiĐe theiƌ deďt.  

 UŶdeƌ the SLF-MF, the RBI ǁill ĐoŶduĐt ƌepo opeƌaioŶs of ϵϬ daǇs teŶoƌ at the iǆed ƌepo 
ƌate. FuŶds aǀailed uŶdeƌ the SLF-MF shall ďe used ďǇ ďaŶks eǆĐlusiǀelǇ foƌ ŵeeiŶg the  
liƋuiditǇ ƌeƋuiƌeŵeŶts of MFs ďǇ eǆteŶdiŶg loaŶs, aŶd uŶdeƌtakiŶg outƌight puƌĐhase of ƌepos 
agaiŶst the Đollateƌal of iŶǀestŵeŶt gƌade Đoƌpoƌate ďoŶds, ĐoŵŵeƌĐial papeƌs ;CPsͿ,  
deďeŶtuƌes aŶd ĐeƌiiĐates of Deposit ;CDsͿ held ďǇ MFs.  

 DeploǇŵeŶt of fuŶds ďǇ deďt ŵutual fuŶds iŶdiĐate that alŵost ϯϬ% of fuŶds aƌe deploǇed iŶ 
Đoƌpoƌate deďt folloǁed ďǇ ϭϳ% iŶ CPs. While iŶǀestŵeŶts iŶ Đoƌpoƌate ďoŶds ofeƌ higheƌ 
ƌetuƌŶs, the ƌisk pƌeŵiuŵ ŵaǇ Ŷot ďe ĐoŵŵeŶsuƌate ǁith the ĐuƌƌeŶt eleǀated ƌisks iŶ the 
Đoƌpoƌate ďoŶds ŵaƌket. Hoǁeǀeƌ, ĐategoƌǇ-ǁise iŶǀestŵeŶt ďǇ Mutual FuŶds ƌeǀeals that 
aƌouŶd ϲϭ% is iŶǀested iŶ AAA ƌaiŶg, ϵ% iŶ AA ĐategoƌǇ, Ϯ% iŶ A, ǁhile it is ƌoughlǇ Ϭ.Ϯ% 
iŶǀested iŶ BBB aŶd ďeloǁ. IŶ ƌupee teƌŵs, the total size of the iŶǀestŵeŶt Đoƌpus is aƌouŶd 
Rs ϭ.Ϯ lakh Đƌoƌes iŶ AA, A aŶd BBB papeƌs. Cash, EƋuitǇ, SOV aŶd otheƌs foƌŵ Ϯϳ% of the total 
iŶǀestŵeŶt ďǇ ŵutual fuŶds. 

 The RBI ŵoǀe is likelǇ to iŶsill ĐoŶideŶĐe iŶ the ŵaƌkets to the eǆteŶt that the ĐeŶtƌal ďaŶk is 
ƌeadǇ to aĐt as the leŶdeƌ of last ƌesoƌt, iŶ Đase the Ŷeed aƌises. Hoǁeǀeƌ, foƌ the leŶdiŶg to ďe 
suĐĐessful, RBI has to Đoŵe iŶ the fƌaǇ aŶd do aŶ efeĐiǀe leŶdiŶg agaiŶst Đoƌpoƌate ďoŶd 
Đollateƌal, ďǇ ŵakiŶg a ďegiŶŶiŶg ǁith AAA PSUs ǁhiĐh aƌe Ƌuasi soǀeƌeigŶs.  

 The otheƌ alteƌŶaiǀe, ǁe ďelieǀe the ĐuƌƌeŶt pƌoďleŵ faĐed ďǇ iŶaŶĐial eŶiies ĐaŶ ďe  
ƌesolǀed ďǇ ĐƌeaiŶg a SpeĐial Puƌpose VehiĐle ďǇ iŶfusiŶg eƋuitǇ that Đould ďe fuƌtheƌ sĐaled 
up thƌough adeƋuate leǀeƌage.  

Disclaimer:  
The Ecowrap is not a priced publication of the Bank. The opinion expressed is of 
Research Team and not necessarily reflect those of the Bank or its subsidiaries. The 
contents can be reproduced with proper acknowledgement. The write-up on Econom-
ic & Financial Developments is based on information & data procured from various 
sources and no responsibility is accepted for the accuracy of facts and figures. The 
Bank or the Research Team assumes no liability if any person or entity  
relies on views, opinion or facts & figures finding in Ecowrap.  

Contact Details:    

Dr. Soumya Kanti Ghosh  

Group Chief Economic Adviser 
State Bank of India, Corporate Centre 

Nariman Point, Mumbai - 400021 

Email: soumya.ghosh@sbi.co.in 

      gcea.erd@sbi.co.in 

Phone:022-22742440  
 :@kantisoumya 

CategorǇ-ǁise IŶǀestŵeŶt ďǇ Mutual FuŶds 

 

SouƌĐe: SBI ReseaƌĐh 

Less than 

90 days

90 days to 

182 days

182 days 

to 1 year

1 year and 

above

11.8 0.4 7.7 80.2 111533 8.5

Real Estate 79.4 20.6 0.0 0.0 1176 0.1

NBFC 78.8 8.7 12.5 0.0 43756 3.3

Others 81.4 7.3 11.3 0.0 180679 13.7

61.6 10.5 27.9 0.0 133560 10.2

94.1 5.3 0.7 0.0 62169 4.7

100.0 0.0 0.0 0.0 112336 8.5

100.0 0.0 0.0 0.0 40888 3.1

Real Estate 19.9 8.1 0.5 71.5 5803 0.4

NBFC 17.5 8.8 14.0 59.9 94443 7.2

Others 9.6 6.2 9.0 75.3 298193 22.7

5.8 6.1 5.9 82.3 198388 15.1

8.0 10.7 18.5 62.8 10462 0.8

2.2 2.1 30.2 65.5 418 0.0

22.5 33.1 43.9 1.2 14586 1.1

87.0 4.6 8.4 0.0 5943 0.5

42.3 6.1 10.1 41.5 1314333 100.0

Bank FD

Any Other (Please Specify)

Total

Source: SEBI; SBI Research

Figures are % in Total

Total % ShareSector

CBLO

Other Money Market Investments

Corporate Debt (Including Floating 

Rate Bonds, NCDs & Others)

PSU Bonds / Debt

Asset Backed Securities

Single Sell Downs / Single Loan

Deployment of Debt Funds for March 2020 (Rs Crore)

Asset Type

Government Securities

Commercial Paper

Bank Certificates of Deposit

Treasury Bills

A

2%

AA

9%

AAA

61%

BBB and below

0%

Cash & Equivalent

9%

SOV

13%

Equity

5%

Others

1%


