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SGS cut-off jumped by 10 bps to
7.39%; inter-state spread for 10-year
SGS widened to unusually high 20-29
bps
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EXHIBIT: Actual and indicated SGS
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In the largest auction so far in Q3 FY2026, 13 state governments raised Rs. 297 billion through state government securities (SGS)
on December 2, 2025. After five consecutive weeks of lower-than-indicated borrowing, SGS issuance in this auction was a sharp
41.5% above the Rs. 210 billion indicated for this week, in the Q3 FY2026 auction calendar; the impact of the double tranche of
tax devolution in October 2025 now seems to have worn off. With the rise in the size of borrowing, and dimming hopes of a repo
rate cut, the weighted average SGS cut-off jumped to 7.39% on December 2, 2025 from 7.29% last week, despite a mild decline in
the weighted average tenor of all the SGS to 14 years from 15 years during the same period. Notably, the 10-year cut-off of Bihar,
Meghalaya and Punjab was 7.40%, 7.44% and 7.49%, respectively, while the 10-year cut-off of Tamil Nadu and Rajasthan was at
7.20% and 7.24%, respectively, revealing an unusually high inter-state variation in cut-offs of 20-29 bps. The spread between the
cut-off yield of the 10-year SGS and the 10-year G-sec (06.48 GS 2035) widened to 85 bps as on December 2, 2025 from 73 bps in
the last weekly auction.

EXHIBIT: SGS issuances in FY2026 so far

Amount in Rs. billion Indicated Notified Raised Cumulative till this week
Week of December 2, 2025 210 314 297 6,534
Week of December 3, 2024 210 258 258 5,513
Growth 0.0% 21.3% 15.0% 18.5%

EXHIBIT: Spread between weighted average cut-off of 10-year state and Gol G-sec yield
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