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Priority Sector Lending

➢ Indian banks shun securitisation of loans to meet priority sector targets in favour of 

Priority Sector Lending Certificates (PSLC)

➢ The volume of PSLC market grew from Rs 50000 crore in FY 17 to Rs 1.84 lakh crore 

in FY 18

➢ Trading PSLC was introduced in the year 2016 and 2018 was first full year of its use



Priority Sector Lending

➢ Priority Sector Lending is an important role given by the Reserve Bank of 

India (RBI) to the banks

➢ Banks are required to lend to sectors like agriculture and allied activities, MSME, 

weaker section and others to uplift them for 360 degree development of country

➢ Total target is 40% of ANBC or Off- balance sheet exposure whichever is higher

➢ Defaults on the target will require banks to donate the amount equivalent to deficit to 

RBI recognized funds like NABARD 



Priority Sector Lending

ANBC =

Loans

+
Investments (at Will)



Securitization

➢ Securitization is a process by which a company clubs its different financial

assets/debts to form a consolidated financial instrument which is issued to

investors

➢ Reportedly started in India in 1991

➢ Breakthrough came in 1998 when Citibank securitized loans for Tata Finance,

Ashok Leyland, Kotak Mahindra
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Types of Securitization

Pass Through 
Certificate

Pay Through 
Certificate

➢ A pass through certificate (PTC) is a certificate that is given to an investor against 

certain mortgaged-backed securities that lie with the issuer. The interest earned on 

them are directly passed to the investors

➢ But in case of pay through certificate investors are issued more certificates or 

securities instead of giving interest



What is PSLC

➢ Introduced by Raghuram Rajan Committee in 2016

➢ The Priority Sector Lending Certificates are certificates issued by banks that have 

overreached their priority sector lending targets

➢ It can be issued by one bank to the extent of over lending in particular sector

➢ The objective of PSLC issuance and trading was to enable banks to achieve the priority 

sector lending target and sub-targets by purchase of these instruments in the event of 

shortfall

➢ At the same time it will incentivize the surplus banks; thereby enhancing lending to 

the categories under priority sector.

➢ It will be traded on E-Kuber platform accessible form CBS systems



Why PSLC

➢ A market is open for these certificates, where deficient banks can buy certificates to 

compensate for their shortfall in lending

➢ Importantly, the loans would still be on the books of the original lender, and the 

deficient bank would only be buying a right to meet its priority sector-lending 

requirement by the amount of the certificate

➢ In case of loans default, no loss would be borne by the certificate buyer. The merit of 

this scheme is that it would allow the most efficient lender to provide access to the 

poor, while finding a way for banks to fulfil their norms at lower cost

➢ Essentially the PSLC will be market-driven and benefit those who make priority sector 

loans. It is an innovative instrument designed in a market friendly way for achieving a 

socialistic / welfare goal



Why PSLC



After introduction of PSLC……



Any Questions?


