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SORR: The Quiet Revolution Beneath
India’s Money Markets

Some revolutions don’t make noise.
They don’t crash screens or dominate primetime debates.

They hum quietly beneath the surface, inside spreadsheets, repo windows, and the morning pulse
of India’s money markets.

And yet, this silent shift could change everything: how interest rates move, how banks price loans,
how investors hedge risk.

At the heart of it all lies four unassuming letters, SORR — the Secured Overnight Rupee Rate, a
secured overnight lending rate that reflects the cost of borrowing backed by collateral in form of
government securities. In other words, a market-based benchmark that reflects the true cost of
short-term, collateral-backed borrowing between Indian banks.

Why SORR, and Why Now /

The MIBOR - Mumbai Intrabank Offered Rate are the overnight rates that banks charge each
other for loans in India. It was used in conjunction with MIBID - Mumbai Interbank Bid Rate to
create a rate spread for banks which sets tone for how expensive or cheap money would be each
day across loans, deposits, and swaps.

MIBOR determined everything from the cost of corporate loans and deposits to the pricing of
swaps.

Think of it as the “compass needle” guiding trillions of rupees in the money market.

But globally, this compass began to wobble. After the LIBOR scandal, when manipulation and
rate-rigging came to light post-2008—regulators across the world sought safer, more
transparent benchmarks.

The U.S. adopted SOFR (Secured Overnight Financing Rate), the U.K. turned to SONIA (Sterling

Overnight Index Average) and India, determined to modernize, has now joined this league with
SORR.
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A Shift from Trust to Transparency /

Unlike the old unsecured benchmarks that relied on estimates, SORR is based on actual secured
transactions, primarily the repo and tri-party repo (TREPS) markets where banks borrow and
lend money against collateral.

It’s calculated by the Financial Benchmark India Limited (FBIL), in coordination with the Reserve
Bank of India (RBI), and designed to gradually replace MIBOR.

For context, MIBOR is still calculated each morning using call money and market repo trades on
CCIL’s NDS-Call and CROMS platforms.

Yet, despite its widespread use, the MIBOR-linked derivative market, roughly 21 lakh crore in
notional value, accounts for only 2% of India’s total funding base.

That’s a narrow foundation for a fast-growing economy.

SORR aims to widen it, by anchoring rates to a secured, liquid, and more representative
snapshot of the market.

Momentum Is Building /

The shift is not theoretical, it’s already in motion.
Global banks are re-engineering valuation models to reference SORR, the sovereign clearing
house is preparing to settle SORR-based swaps, and domestic players, mutual funds, treasuries,

and institutions, are entering the market.

For foreign investors, SORR offers familiarity: a secured benchmark they can hedge against
globally.

For Indian investors, especially those in debt and derivatives, SORR promises better price
discovery, truer funding costs, and lower counterparty risk.

It’s a quiet evolution, but one that’s changing the rhythm of India’s bond markets.

The Global Backdrop /

Across the world, unsecured benchmarks like LIBOR have faded into history.

After the FCA (Financial Conduct Authority) discontinued LIBOR for new contracts in June
2023, every major economy embraced secured overnight rates.

India’s transition is part of this global clean-up.
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FBIL will continue publishing MIBOR at 10:45 a.m. daily, for now, but new instruments will
increasingly adopt SORR.

Existing MIBOR-linked derivatives will simply run their course until maturity.
A phased migration, designed for continuity without chaos.

Challenges on the Road Ahead /

Transitions of this scale are never easy.
The U.S. took six years to fully move from LIBOR to SOFR.

India’s derivative market—swelling from 37 lakh crore in January 2021 to over 100 lakh crore by
January 2024, is still dominated (86%) by MIBOR-based Overnight Indexed Swaps.

Most of that activity comes from foreign and private banks, making a quick switch operationally
intricate.

Then there’s the pricing nuance: MIBOR trades about 10 basis points higher than the secured
SORR.

That gap creates short-term valuation mismatches, and, for sharp traders, temporary arbitrage
opportunities.

Liquidity, confidence, and adoption will take time to harmonize.

The Road to a Transparent Future V4

Despite these frictions, India’s direction is clear and strategically aligned with global best practices.

As SORR gains traction, markets will become more transparent, harder to manipulate, and better
aligned with global standards.

Investors can look forward to cleaner benchmarks, efficient hedging, and greater stability across
the fixed-income and derivatives spectrum.

Just as SOFR reshaped Wall Street, SORR could become the cornerstone of Dalal Street’s next era,
a benchmark that reflects the real cost of money, not just the perception of it.

SORR isn’t just a new rate. It’s India’s pledge to modern finance - secured, transparent, and
future-ready.

Source: Bloomberg and Report of the Committee on MIBOR Benchmark (April 2024) - RBI

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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