
HE interest rates on 10-year 
bonds in the US, Japan, the UK, 
Europe and Australia have risen 
0.60-0.90 percent since the start 
of  2026. The rises are modest 
and, in absolute terms, the rates 
are still lower than those touched 

pre-2007. Yet this represents a significant 
shift from the ultra-low rates of  recent  
decades and exacerbates the problems of  
global public debt, which is at 94 percent  
of  world GDP—more than 10 percent  
higher than before the pandemic—and  
is expected to reach 100 percent by 2030. 

There are several reasons behind the rise 
in rates. First, inflation remains around 3-4 
percent, mostly above central bank targets. 
It is being fed by the higher energy prices 
driven by the intractable West Asia conflict. 
Higher costs of  fertilisers, industrial  
chemicals, plastics and materials may take 
till 2027 to flow through into final prices. 
Conflict and climate-driven disruption  
to food supplies and transportation costs, 
due to lower water levels in key transit 
routes, are additional factors. 

Continuing economic wars will also 
keep prices high. Since 2016, the US has 
implemented tariffs, export or import 
bans, sanctions and asset seizures that 
interrupt crossborder investment and 
trade of  goods and services. The higher 
costs of  tariffs and countermeasures are 
borne by consumers, about 96 percent in 
the case of  the US. 

Emphasis on sovereignty, independ-
ence, industrial capability and employ-
ment encourages de-globalisation. The 
relocation of  production onshore in-
creases costs due to the loss of  economies 
of  scale and comparative advantages,  
increasing price pressures. The AI boom 
has increased the cost of  processors and 
memory, in some cases six-fold—chris-
tened ‘RAMageddon’ or ‘RAMpoca-
lypse’—pushing up electronic product 
prices further, feeding inflation. 

Second, continued high issuance of  
government debt affects rates. The aver-
age fiscal deficit across the Organisation 
for Economic Co-operation and Develop-
ment countries is 4.6 percent of  GDP,  
reflecting increased defence spending,  
demographic pressures, tax cuts and  
addiction to expansionary fiscal settings. 

The US has persistent budget deficits 
(6 percent of  GDP currently), which may 
be worsened by measures such as the 
‘Trump dividend’ entitling all American 
adults to $5,000 (costing $1 trillion) if  the 
Republican party retains control of  the 
congress and senate. Europe also faces a 
new debt crisis centred around BIF (Brit-
ain, Italy, France) rather than the 2011 
PIIGS (Portugal, Ireland, Italy, Spain), all 

heavily indebted countries with stag-
nant economies, structural problems 
and growing political instability.

Third, capital flows are shifting. Japan 
largely finances domestically with 90 
percent of  its government bonds held by 
local investors. Others like the US and 
the UK are reliant on foreign capital, 
with overseas investors holding roughly 
24 and 30 percent of  government debt, 
respectively. But the amount of  capital 
available may be diminishing. 

Gulf  petro-States, affected by the  
Iran war, have reduced investible funds 
and may need to liquidate some of  their 
holdings. Japan’s share of  the US Treas-
ury market is 4 percent, down from 18 
percent in 2004, due to slowing reserve 
accumulation. Chinese, Brazilian, Indi-
an, Australian, Norwegian and Japanese 
investors have reduced holdings of  gov-
ernment debt, especially their US Treas-
ury bond exposure, reflecting lower sur-

pluses or growing concerns about the 
security of  their investments.

America is now increasingly depend-
ent on volatile demand from extremely 
price and volatility sensitive leveraged 
speculators, in the form of  basis trades, 
to purchase government issues.

Finally, confidence in policymakers’ 
willingness to act appropriately is low. 
US Treasury Secretary Scott Bessent, a 
former hedge fund manager, dared mar-
kets: “I have asymmetric information. I 
am the House now. You can bet against 
me if  you want.” The equation of  mar-
kets to casinos was troubling. 

Higher for longer rates mean rising gov-
ernment interest expense reducing funds 
available for other spending. In 2025, the 
total debt-servicing bill of  governments 
exceeded $2 trillion, or 3 percent of  global 
GDP. The US government’s annual  
interest expense on its national debt is 
currently around $1.2 trillion, about 20 

percent of  tax revenues. The Japanese 
government’s borrowing costs are a quar-
ter of  spending and projected to reach 30 
percent of  outlays in three years.

Governments are financing this  
additional expense by issuing additional 
debt. With yields elevated, the rate paid 
exceeds the expected rate of  nominal  
economic growth making the debt  
increasingly unsustainable. With the  
exception of  Euro-zone members, under 
a fiat currency system, governments can 
continue to meet their obligations 
through their ability to monetise their 
debt, but this has implications for infla-
tion, the currency, purchasing power and 
willingness of  foreigners to invest.

The structure of  government debt,  
in some countries, adds to the problems. 
Instead of  extending the maturity of  debt 
during the period of  low rates, the US 
chose to increase its reliance on short-
term borrowing to minimise borrowing 
costs. This means rises in rates affect  
interest expense quickly, and the US gov-
ernment must refinance around a third 
of  its debt every year, creating a substan-
tial risk of  a disruption which would trig-
ger a major credit or currency crisis. 

The effects extend beyond govern-
ments. Higher rates will result in losses 
on existing holdings for investors, banks 
and central banks. The 2023 Silicon Val-
ley Bank collapse was the result of  losses 
on its holdings of  long dated securities. 
As of  end-2025, total unrealised losses on 
held-to-maturity and available-for-sale se-
curities portfolios were $306 billion. Cen-
tral banks globally have substantial hold-
ings of  government bonds and mortgage 
back securities, much of  it acquired as 
part of  quantitative easing programmes. 
As of  early 2026, the US Fed Reserve had 
unrealised losses on its bond holdings of  
around $850 billion. Globally, the losses 
are four to five times that amount and 
would have increased with higher rates.

With total global debt of  over $348 tril-
lion (308 percent of  GDP), higher govern-
ment rates will flow through into borrow-
ing costs of  households and businesses 
forcing cutbacks in spending and invest-
ment, and the overextended will slide into 
financial distress. This, in turn, will result 
in bad debts for financial institutions who 
will tighten lending standards and reduce 
the supply of  credit, the lifeblood of  mod-
ern economies, slowing economic activi-
ties. In parallel, the private sector faces an 
ongoing war for capital with governments 
and risks getting squeezed out.

Higher rates have usually been a cata-
lyst for major economic and financial ad-
justments. It is unlikely to be different 
this time.� (Views are personal)
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Total govt debt is getting closer to global GDP while  
borrowing rates are rising. As inflation remains stodgy  

and capital flows shift, a shakeup is looming ahead

INDIA STARTS WELL DESPITE 
BUMPY LOGISTICS AT ASIAD

W
HEN it was announced that Japan would host the 
2026 Asian Games, athletes and fans assumed the 
organisers would not have the planning weaknesses 
often associated with massive multi-discipline 
sporting events. But even Japan, a country experi-

enced in hosting such events and noted for its efficiency and 
clockwork-like precision, fumbled on the challenges of   
executing such an event in the modern era. Athletes felt  
so short-changed over the last week that the Indian sports 
ministry had to come up with steps such as involving  
the diaspora to ensure the country’s athletes do not suffer 
logistical hardships in their bid to win continental glory.

As soon as the organising committee decided they would 
do away with a traditional Games Village, they did run the 
risk of  facing operational challenges—and sure enough, 
they came up. For example, the Indian shooting contingent 
has to travel four hours every day to and from the playing 
arena, which is far from ideal for preparations. Although 
some of  these drawbacks are understandable in the initial 
days of  a big event, most of  them could have been avoided. 
The distance between spread-out venues, though a trouble-
some issue, seems to be the new normal. Given the balloon-
ing expenses and increasing global resistance to hosting 
mega events using public money, international sports  
meets could be planned in a similar manner in the future. 
Last week offered some priceless lessons for India, which  
is hosting the Commonwealth Games 2030 and is bidding  
to host two more—Olympics 2036 and Asian Games 2038.

The Games are about peak performances, too. All the 500-
odd Indians in the fray at Nagoya are there to etch their 
names on the wall of  fame. Despite long travel hours, the 
shooters set the tone with five medals in the first two days. 
Shooting, a sport that has brought India multiple medals at 
the Olympics, is expected to boost India’s tally further in 
Japan. Suchika Tariyal claimed a bronze in the newest sport 
in the tournament: mixed martial arts. Quimcy Dsouza lost 
her bronze playoffs by a whisker in another fast-growing 
sport that made a debut: teqball. With the initial days of  
hiccups taken in stride, India is getting increasingly serious 
in the medal hunt. Let the Games begin in earnest.

Q U I C K  TA K E

Colouring the subconscious

a rejected community certificate for a government officer 
in Tamil Nadu dug up deep prejudices in Indian society. 
It came to light when Justice D Bharatha Chakravarthy 

of  the Madras High Court set aside a district vigilance  
committee’s refusal to a customs department employee who 
claimed he had converted to Hinduism after being born  
a Christian. What made the case stand out is that the certifi-
cate was rejected, the judge noted, because the man is “very 
fair in colour”, has curly hair, is tall and well-built, and 
speaks both Tamil and English fluently. As we preach the 
need to curb casteism, we need to delve deep within our 
minds to first recognise and then root out prejudices.

Diversify diplomacy
Ref: Let US poll season play out  
(Sep 21). Regardless of the outcome 
of the US midterm elections, India 
should proactively prepare alternative 
arrangements to safeguard its energy 
requirements and reduce vulnerability to 
external policy decisions. Opportunities can 
also emerge from recent BRICS initiatives.
Nayana Ajay, Alappuzha

Monitor healthcare
Ref: Trust renewal (Sep 21). Healthcare 
in India is already a challenge. Fake or 
expired drugs are an added public hazard. 
The industry requires close monitoring by 
regulators and other stakeholders so that 
lives are not lost to misadministration.
Rudra Pratap, Dhenkanal

Nature nurtures
Ref: Sweet scent awaited (Sep 21). Nature 
nurtures human life with both outer purity 
and inner bliss. Trees are nature’s precious 
gifts for the sustenance of the world.  
This is why our culture is deeply imbued  
with the divine glorification of the plant 
kingdom. The columnist has presented a 
topic related to the theme of quintessential 
nature with clarity and conviction.
Jitendranath Guru, Padampur

SIR  troubles
Ref: Notices for SIR discrepancy (Sep 21). It’s 
the height of comedy that the people who 
served top posts couldn’t find their names 
put easily in electoral rolls, leave alone the 
millions of lesser mortals. In a democratic 
country where universal franchise is the 
bedrock, the citizen having to run from pillar 
to post to retain his voting right is not right.
D V G Sankara Rao, Vizianagaram

Rethink manifestos
Ref: Rahul flags lack of hostel facilities  
(Sep 21). Election campaigns need to move 
their focus on providing students with 
necessary facilities, not lighting diyas in the 
middle of some road. The new generation 
simply cares about actual, on-ground work, 
in whatever capacity that may be.
Khadija Ateef Peer, Bengaluru

Polluted shores
Ref: Waves of faith (Sep 21). Historically, the 
cultural relevance of Ganapati visarjan has 
been based on the philosophy of ‘returning 
to the earth’ which included idols made of 
clay and silt from the river banksides. But 
now, with the emergence of undissolvable 
plastic idol-making, the holy practice has 
been made into a performative joke. 
Ishanvi Agarwal, email
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PUT PLASTIC CHALLENGE  
AT THE TOP OF INDIA’S 

SUSTAINABILITY BATTLE

P
RIME Minister Narendra Modi’s assertion that India’s 
development is ‘speedy as well as sustainable’ is aligned 
with the country’s outlook based on its nationally  
determined contributions (NDC) for 2031-35. It explains 
why he pointed out the inequality meted out to develop-

ing countries at the climate negotiations table. The PM 
flagged the historical narrative that developed countries get 
away with six times higher emissions, but developing  
nations take the blame for their carbon footprints. Listing 
out achievements in renewable energy, electric mobility, 
water conservation and natural farming, Modi said the 
country, having achieved its Paris Agreement commitments 
made in 2015, enjoys a unique position within the G20 on 
non-fossil fuels and solar capacity benchmarks.

When the government approved the NDC for submission 
to the UN Framework Convention for Climate Change in 
March, it carefully designed its targets amid the West Asia 
crisis. India has achieved its goals on emission intensity and 
energy transition. But if  it truly wants to demonstrate that 
rapid growth can coexist with environmental responsibility, 
it must take plastic pollution seriously. Government data put 
India’s plastic waste generation at 1.76 million tonne in 2024-
25, down from 4.1 million tonne in 2022-23. However, the es-
timate is conservative given it mostly counted urban areas. 
A Central Pollution Control Board assessment in 2018 had 
measured plastic waste generation at 25,940 tonne a day,  
almost 9.5 million tonne annually. That’s the kind of  level  
a study published in Nature echoed in 2024 when it placed 
India as the top plastic polluter far ahead of  China, holding 
it accountable for nearly a fifth of  global plastic emissions.

The enormity of  the challenge before India is that plastic 
has entered every aspect of  life and its cost is huge. Some 
progress has been reported. Under the extended producer 
responsibility, the government claims 19.6 million tonnes 
of  plastic waste was recycled through registered processors 
by March 2026. But it is a cumulative figure and recycling 
alone cannot solve the Himalayan problem at hand.

The Prime Minister is right that development and sustain-
ability can go hand in hand. But plastic will be a real test  
of  that proposition. A sustainable India cannot merely recycle. 
It must produce far less, design packaging for reuse and  
recovery, improve waste collection and make producers  
accountable for the entire lifecycle of  what they sell. For that, 
implementation, collection and enforcement remain critical.

HE Tribunals Reforms Act, 
which came into force on Au-
gust 25, recalibrates the insti-
tutional relationship between 
the Executive and tribunals. It 
retains the Centre’s role in ap-
pointments and overall tribu-

nal governance, while entrusting a Na-
tional Tribunals Commission with the 
selection of  chairpersons and members 
along with performance oversight.

The TRA provides for a five-year term 
for chairpersons and members, with eli-
gibility for reappointment. It, however, 
enables the government to prescribe 
their qualifications, manner of  selection, 
appointment, salaries and allowances, 
resignation, removal, and other condi-
tions of  service. Thus, the TRA makes an 
important institutional distinction: the 
government prescribes the framework; 
the NTC undertakes selection and per-
formance oversight. This replaces the 
earlier approach of  separate frameworks 
administered by respective ministries.

It creates a clearer separation between 
the government’s role in institutional gov-
ernance and sectoral interests of  the min-
istries. It reflects a sound principle of  pub-
lic institutional design: where an 
institution must exercise independent 
judgement, an Executive department 
should not control its institutional govern-
ance. That principle has equal, if  not great-
er, relevance to economic regulators.

The government provides services, owns 
assets, grants licences and authorisations, 
and participates in markets. Regulators 
make regulations; supervise markets; in-
vestigate, conduct and, in several cases, 
adjudicate violations; and impose sanc-
tions. Their decisions can affect the gov-
ernment’s economic interests. Regulators 
such as SEBI, TRAI, IRDAI, and the elec-
tricity regulators are, therefore, expected 
to operate with a degree of  independence. 

Ministerial influence can operate 
through several channels. The administra-
tive ministry may substantially influence 
appointments, removal, tenure and service 
conditions. In some cases, regulations 
made by a regulator require prior govern-
ment approval. In others, the regulator’s 
human resources and service conditions 
are governed by rules made by the govern-
ment. Most regulatory statutes bind regu-
lators to directions issued by the govern-
ment on policy and empower it to supersede 
regulatory boards. Each arrangement may 
have a historical justification. Taken to-
gether, however, they produce a fragment-
ed oversight architecture.

The case for insulation is, if  anything, 
stronger for regulators than for tribunals. A 
tribunal deals with a dispute occasionally; a 
regulator interacts with the government and 
the regulated sector every day. Its relationship 
with the concerned ministry is continuous, 
not episodic. The possibility that an unpleas-
ant interaction could affect a chairperson’s 
appointment, tenure or service conditions  
is an avoidable institutional vulnerability.

The answer is not to make regulators  
unaccountable, nor to sever the legitimate 
relationship with the government. The 
government must continue to determine 
policy through legislation, provide demo-
cratic accountability and, where appropri-
ate, oversee the broad regulatory architec-
ture. What should change is who controls 
the institutional machinery through which 
independent regulation is delivered.

A National Regulatory Commission 
(NRC), modelled on the NTC, could under-
take the selection of  chairpersons and 
members of  regulators through a trans-
parent and consistent process. The govern-
ment would continue to prescribe the com-
mon framework governing qualifications, 
selection, appointment, salaries and allow-
ances and other conditions of  service.

The key change would be that these mat-

ters would not be left to the varying prefer-
ences of  ministries. This would not mere-
ly protect regulators from government 
influence; it would also protect the govern-
ment from allegations of  favouritism, 
avoidable litigation and the recurring cy-
cle of  Executive-dominated arrangements 
being challenged and reconstructed.

The NRC could develop common stand-
ards and best practices for institutions, in-
cluding standards relating to rule-making, 
enforcement, staffing and institutional sup-
port. It could also periodically assess regula-
tory performance against transparent pa-
rameters. Such assessments could be placed 
in the public domain and reported to Parlia-
ment. Independence would, thereby, be ac-
companied by measurable accountability.  

The NRC could be administratively lo-
cated within a ministry that has no direct 
stake in the sectors being regulated. Alter-
natively, the government could create a 
new department of  regulatory affairs, 
within which both the NTC and NRC could 
be located. Its mandate should be strictly 
institutional: prescribing the common 
framework, supporting selection and ap-
pointment, tenure, removal, service condi-
tions, institutional administration and 
performance assessment, without any role 
in substantive regulatory decisions. 

Indeed, one may ask whether this re-
form should not have preceded tribunal 
reform. Regulators emerged earlier than 
regulatory tribunals, and their work is 
much more closely connected with the re-
spective ministries. If  an arm’s-length in-
stitutional arrangement is considered im-
portant for tribunals, it is difficult to justify 
a weaker arrangement for the regulator.

There is, however, an important caveat. 
Simply transferring powers from a sectoral 
ministry to another ministry does not by 
itself  guarantee independence. The institu-
tional design must ensure that Executive 
control does not merely move one level up. 
Appointment and removal mechanisms, in 
particular, must contain adequate safe-
guards against Executive capture. The ob-
jective should be genuine institutional insu-
lation, not a mere change of  label.

� (Views are personal)
� Full article on newindianexpress.com
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The logic of reducing ministerial 
influence over tribunals should 
extend to economic regulators. 
Regulatory independence should 
be a matter of institutional 
design, not Executive preference. 
A commission on the lines of the 
recently-cleared National Tribunal 
Commission can help on that count
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The logic of why the central bank should compromise its 
judgement to become the economy’s cheerleader never 
appealed to me. A tacit government-bank agreement was 
that we should keep our differences behind closed doors


