/Banks’ fundraising via CDs
rises amid liquidity deficit

Over ¥50,000 cr raised
in May, compared with
X32,860 crin April
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FOLLOWING A LULL in April,
fundraising by banks through cer-
tificates of deposit (CDs) gained
momentum in May as liquidity in
the banking system slipped into
deficit due to reduced government
spending and tax outflows, In the
first three weeks of May, banks
issued CDs worth over 50,000
crore, surpassing total issuances of
32,860 crore in April.

Publicsectorbanks issued CDs of
34,500 crore as of May 22, com-
pared with ¥24,000 crore in April,
while private banks mopped up
¥15,800 crore via this route,against
8,900 crorein April, India Ratings &
Research data showed.

“CD issuances have risen this
month on account of tight liquidity.
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The banking system liquidity deficit
hit a near four-month highat %2.56
trillion on May 21 after GST out-
flows,” Kunal Sodhani, vice presi-
dent—treasury, Shinhan Bank, told
FE. “The liquidity ‘situation is
expected to ease from next month
duetoincreased government spend-
ingwhich shouldreduce the need for
banks to raise fundsvia CDs”
Sodhani expects overnight rates
to ease by 20-25 basis points (bps)
and CD rates by 10-15 bps as more

fundsflowinto thebanking system,

The average system liquidity
slipped into deficitof ¥1.2 trillion for
thefirst15 days of May,againstasur-
plus of 20,240 crore inApril

“'I‘hebarﬂdngsystemliquidityhas
remained deficient and volatile,
owing to restricted government
spending, rise in cash in circulation
and outflows from foreign portfolio
investors (FPIs)” said Soumyajit
Niyogi,director,coreanalyﬁcalgroup, ;
India Ratings and Research,



