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I have been receiving a few calls/messages on this term called government cash balances. Here 

is a primer on the topic. 

The Government like any financial entity gets cash inflows (via taxes and so on) and outflows (via 

expenses). The Government is thus in both surplus and deficit mode and requires daily 

management of its liquidity conditions. The RBI is a banker to the Government and the Govt 

either deposits surplus funds with RBI or takes funds to manage deficits from RBI via Ways and 

Means Advances.   As per RBI Act, the Government is required to maintain mnimum balance of 

Rs 100 crore with the RBI. 

As govt is a big entity, its surplus and deficit liquidity conditions have a big impact the money 

markets. The markets have grappled with figuring out this position as it puts impact on money 

market rates. A surplus liquidity position will keep money markets easy as there are surplus funds 

in the market. A deficit one will keep money markets on the edge as rates will go up. 

RBI has tried to put this data/information out in the public domain but it has not helped as 

markets want this info on a daily basis. 

In 2019, an RBI internal working group suggested putting this data on a fortnightly basis. The 

report distinguished between RBI’s daily/frictional/system liquidity and durable liquidity. 

 It needs to be emphasised that the total system demand for reserves on any given day 

would be met by the Reserve Bank through one or more liquidity operations or windows. 

Therefore, from the system perspective, the distinction between durable liquidity and 

frictional liquidity is not very pertinent. The distinction, however, is important for the 

Reserve Bank from its liquidity planning point of view to minimise the need for fine-tuning 

operations. Thus, a longer-term or outright operation would be more appropriate to deal 

with durable liquidity conditions. 

There was a table at the end which specified the difference more clearly: 
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Annex-2: Example of Calculation of Transient and Durable Liquidity 
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A 1000 2000 -1000 2000 1500 500 3000 -1500 -4500 
Both System and Durable liquidity are in 

surplus 

B 2000 1000 1000 2000 1500 500 1000 500 -500 
System liquidity is in deficit while 

Durable liquidity is in 
surplus 

C 1000 2000 -1000 1000 1500 -500 -1000 -500 500 
System liquidity is in surplus while 

Durable liquidity is in 
deficit 

           

^Net borrowing under LAF = (Total of all Repo & MSF borrowings – Total of all Reverse repo deposits), #Excess reserves maintained 
by banks = (Actual reserves maintained by banks – Required reserves) 
*System liquidity deficit = (Net borrowing under LAF – Excess reserves maintained by banks), &Durable Liquidity deficit=System 
Liquidity deficit adjusted for GOI Balances 

Based on this we get two main liquidity measures: 

 System liquidity is calculated as Daily Liquidity operations of RBI + Long term Liquidity 

Operations + CRR Balances 

 Durable Liquidity is System Liquidity + GOI Balances. 

The IWG also added: 

III.9.3 Further, the group also notes that due to unavailability of real-time data on GoI 

balances, sometimes, market assessment of durable liquidity conditions may not be 

aligned with that of the Reserve Bank. For better communication of liquidity management 

policy and for reducing information asymmetry between the Reserve Bank and market 

participants, the Group also recommends that the Reserve Bank’s quantitative assessment 

of durable liquidity conditions of the system be published on a fortnightly basis with a 

fortnightly lag. 

RBI accepted these suggestions. From 14 Feb 2020, started to publish the durable liquidity 

information on its Money Market Operation Press Release (amount in Rs Cr): 
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F. Net liquidity injected (outstanding including today’s operations) [injection 
(+)/absorption (-)]* 

  
-

2,91,544.97 
 

RESERVE POSITION@ 

G. Cash Reserves Position of Scheduled Commercial Banks 

     (i) Cash balances with RBI as on 14/02/2020 5,56,182.31  

     (ii) Average daily cash reserve requirement for the fortnight ending 14/02/2020 5,35,497.00  

H. Government of India Surplus Cash Balance Reckoned for Auction as on¥ 14/02/2020 0.00  

I. Net durable liquidity [surplus (+)/deficit (-)] as on 31/01/2020 2,79,277.00  

We could use this durable liquidity data for 31-Jan-2020 on the MMO for 31-Jan-20: 

   31-Jan-20 

 F. Net liquidity injected [injection (+)/absorption (-)] * 31-01-20 -340884 

 RESERVE POSITION @   

 G. Cash Reserves Position of Scheduled Commercial Banks   

 (i) Cash balances with RBI as on 31-01-20 550704.2 

 (ii) Average daily cash reserve requirement for the fortnight ending 31-01-20 538766 

 Excess Reserves (ii – i) (surplus +/Deficit -)  -11938.2 

I Systemic Liquidity  [injection (+)/absorption (-)]*  -352822 

 H. Government of India Surplus Cash Balance Reckoned for Auction as on¥ 31-01-20 0 

II I. Net durable liquidity [surplus (+)/deficit (-)] as on 31-01-20 279277 

III GOI Cash Balance (surplus +/Deficit -)  -73545.2 

The Govt has negative balance which is reflected in WSS for 31-Jan-20 as well which shows WMA 

of Rs 75345 cr. However the amounts differ, WSS indicates total borrowing of Rs 73545 cr 

whereas we get Rs 49668 of borrowing based on the table above. 

Coming to today’s times, latest MMO (28-Jan-21) gives us the following data: 

F. Net liquidity injected (outstanding including today’s operations) [injection (+)/absorption 
(-)]* 

  -5,58,103.94 

RESERVE POSITION@ 

G. Cash Reserves Position of Scheduled Commercial Banks 

     (i) Cash balances with RBI as on 28/01/2021 4,41,429.15 

     (ii) Average daily cash reserve requirement for the fortnight ending 29/01/2021 4,50,021.00 

H. Government of India Surplus Cash Balance Reckoned for Auction as on¥ 28/01/2021 0.00 

I. Net durable liquidity [surplus (+)/deficit (-)] as on 01/01/2021 8,49,113.00 

Based on durable liquidity of 1-Jan-21 and MMO figures of 1-Jan-21  we get GOI cash balances in 

surplus at Rs 1.98 lakh cr 2.24 lakh cr. 
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