
 

The New Central Bank [CB] 28-Day Bills 

Finally there. Our credit risk-free yield curve 

welcomes its new data point, a 28-day security 

issued by the Bank of Mauritius. Auctions will be 

held on a weekly basis and open to all banks.  

Why such a short-term paper? 

To start with, it is useful to mention that such a 

product will only be available to banks, so it is 

not destined to retail, or the mass clientele.  

It has its usefulness, namely leading to better: 

• Liquidity Management 

• Monetary Policy Transmission  

• Development of the Money Markets 

• Price Discovery 

• Interest Rate Risk Management  

The call for such a product was echoed for some 

time now, as banks wanted more data points on 

the yield curve to be able to price other Fixed 

Income instruments and also as a tool for short 

term liquidity and interest rate risk 

management. The Mauritian financial market is 

also deprived of other equivalent products, like 

commercial papers, certificate of deposits etc.  

Why  the Bank of Mauritius and not the 

Government? 

Since it is the CB which will issue the instrument, 

it is clear that the purpose is more related to 

excess liquidity management and market 

develoment.  

The Government is not interested to pay yields 

for the promotion of the money markets. It 

rather fund itself longer term by tapping the 

market through long term debt issuances.  

Other Things to Keep in Mind 

Such issuances have a cost. And for our case, the 

cost of servicing the instrument will be borne by 

the CB. The government is clearly not willing to 

increase its debt levels by being the issuer.  

Concerns should be raised if this move impacts 

the finances and balance sheet of the CB. This 

will ultimately be made for by the state, which is 

the ultimate agent, anyway.  

Since the issue is only to the reach of banks, the 

money market benefits can be contained, at 

least in the short to medium term. Its impact to 

the broader economy will be much delayed, if it 

does happen. 

 

What’s in it for you? 

❖ Nothing! at least directly. It is a 

wholesale product, destined to banks for 

managing their internal liquidity and 

also for better pricing fixed income 

products.  

❖ However, in the longer run, it can 

indirectly serve a better functioning 

money market and to some extent the 

overall financial system with better price 

visibility and price determination for 

customers.  

And since we are on this topic, the first such type 

of instruments was issued by the Holland 

government back in 1542. The reason – to fund 

war expenses. This practice was then copied by 

other states, such as Britain.  
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