
 

 

 

Adjusted Net Bank Credit (ANBC) 

Technical definition of Adjusted Net Bank Credit 

(ANBC) is: It is the net bank credit plus 

investments made by banks in non-SLR bonds held 

in the held-to-maturity category or credit equivalent 

amount of off-balance-sheet exposure, whichever is 

higher. 

Now what is net bank credit and what are non-SLR 

bonds? These will be discussed later below. 

First let us see, how this ANBC is calculated. The 

following table provides the calculations involved 

in getting ANBC of a bank: 

Computation of Adjusted Net Bank Credit 
 

Bills Rediscounted with RBI and other approved  

Financial Institutions  

Net Bank Credit (NBC) 
 

Investments in Non-SLR categories under HT  

category + other investments eligible to be treated 

as priority sector.  
 

The terms used in the calculations are: 

1) Bank Credit 
 Bank Credit of a bank is the loans, cash 

payments, overdrafts provided by the bank to 

customers. It also contains the bills purchased and 

bills discounted. 

Bills purchased are the bills which have been 

purchased as a security for the advances given. For 

example: ABC Company goes to bank for taking a 

loan. Now it has to provide any security against that 

loan, so that bank can recover the money if 

company is not able to pay the money back in 

stipulated time. Instead of keeping any asset as 

security, it gives a bill to the bank saying that it will 

give the amount of money plus interest after a 

stipulated time. So in this way the bank has 

purchased a bill against giving the amount written 

in bill to the company. 

 Bills discounted are the bills which are 

purchased after discounting money. For example: 

A person buys a product from the market, and 

promises to pay the money at some later time. The 

shopkeeper will give a bill to the customer. Now if 

the shopkeeper wants the money before that time, 

he can go to bank with the bill. Now bank will not 

give the entire money written on the bill to the 

shopkeeper, but it will deduct some money (known 

as bill discounting) from the bill and lent the 

remaining to the shopkeeper. Now when the 

shopkeeper receives the money from his customer, 

he can pay back to bank. The bank deducts the 

money or discounts the bill in order to keep the 

discounted money with it as interest. 

 

2) Bills Rediscounted with RBI and other 

approved Financial Institutions 
 Banks also do the rediscounting of bills. We 

have read in the last paragraph about bill 

discounting. Example of bill rediscounting 

continues from there. 

Now if the bank wants that money before stipulated 

time period, it can present that bill to RBI or other 

Financial Institutions and get that bill rediscounted. 

So the bank will pay the amount to RBI or other 

Financial Institution after it gets the money back 

from the shopkeeper. 

 

3) Net Bank Credit (NBC) 
 The third term is Net Bank Credit which is 

calculated as Bank Credit minus Bills 

Rediscounted. 

 The amount from Bills rediscounted gets 

minus from Total Bank Credits because, when a 

bank rediscounts a bill, it gets some amount from 

RBI or other Financial Institution to which the bank 

presented the bill for rediscounting. So it is not the 

credited amount but the debited amount to the bank. 

 

4) Investments in Non-SLR categories under 

HTM (Held To Maturity) category + other 

investments eligible to be treated as priority 

sector. 
 We know that banks have to maintain their 

deposits in liquid assets with itself before granting 

credits or loans to customers in order to meet the 

future contingencies. The liquid assets are such as 

government securities, bonds and precious metals 

like gold are the assets which can be converted to 

cash any time. And the ratio of prescribed liquid 

investments to deposits is termed as Statutory 

Liquidity Ratio (SLR). 

 Now other than the SLR investments, 

investing in various capital market instruments such 

as stocks and bonds issued by public and private 

sector companies and commercial papers, 

investment in mutual fund schemes, etc. come 

under the Non-SLR investments. 

 Held To Maturity means the investments 

which remain for a specified time period i.e. till the 

maturity and also the investments which have fixed 

or determinable payments. 
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5) Adjusted Net Bank Credit (ANBC) 
 For calculating ANBC, Net Bank Credit and 

Investments in Non-SLR categories are added. 

The targets and sub-targets under priority sector 

lending are linked to ANBC. 

Domestic commercial banks have to set a target of 

40% of the ANBC for the advances to priority 

sector lending while foreign banks have to set a 

target of 32% for the same. 

A deficit is when there is excess of expenditures 

over revenue for a given time period. 

The three deficits related to budget are: Revenue 

Deficit, Fiscal Deficit and Primary Deficit. Fourth 

one is Current Account Deficit. 

Read about the terms going to to be used in this 

article from here. 

 

Revenue Deficit: 
 Revenue deficit is when the total revenue 

expenditure is greater than the expected revenue. 

So Revenue deficit = Total revenue expenditure – 

Revenue Receipts. 

So it is only related to the revenue expenditure and 

not the total expenditure. 

Example: Somebody opens a cloth shop. He 

expects revenue of Rs 4000 from his total sales, but 

due to less sales, only Rs 3000 could be made as 

revenue, then this deficit of Rs 1000 is revenue 

deficit. 

 

Fiscal Deficit: 
 Fiscal Deficit is when the total expenditure 

of government is greater than the total revenue 

generated. 

 The borrowings of the government are not 

added in the revenue, but Fiscal deficit indicates 

government’s borrowings only. 

So Fiscal deficit = Total expenditure – Total 

revenue excluding borrowings 

 A large deficit will mean a large amount of 

borrowings. Government borrows from market or 

central bank to meet its expenditure needs. 

To meet expenditure needs, government can also 

print money but that will lead to inflation. 

Fiscal Deficit is on Capital Expenditure, and it can 

happen without a revenue deficit also. 

 

Primary Deficit: 

 Primary Deficit is when interest payments 

are deducted from the fiscal deficit. 

So Primary Deficit is a part of Fiscal Deficit. 

Primary deficit = Fiscal Deficit – Interest payments 

Interest payments mean the payments made on the 

previous borrowings taken by the government. 

 

Current Account Deficit: 

 Current Account Deficit is when the total 

import value of goods/services of a country exceeds 

the total export value. 

So unlike the above three deficits, it is an 

international matter. 

CAD = Total imports value – Total exports value 

It is also known as trade deficit. 

CAD is not necessarily harmful for a country 

because it can also mean investments in the country 

giving jobs to its people. 

CAD is calculated as a percentage of Gross 

Domestic Product (GDP). 

 

Amortization 
 It is the routine decrease in the value of 

intangible assets. 

 Intangible assets are the one which are not 

physical or cannot be touched like trademarks, 

copyrights, goodwill, software, agreements, license, 

etc. 

 Amortization can also be said as the process 

of paying off one’s debts through regular payments. 

Example: If insurance premium is Rs 12,000 

annually, u will be paying Rs 1000 per month. 

 

Depreciation 

 It is the routine decrease in the value of 

tangible assets due to wear and tear or due to use of 

asset. 

 Tangible assets are the one which are 

physical or can be touched like building, furniture, 

equipment, vehicles, etc. 

 The two main components of a bank’s 

balance sheet are its assets and liabilities. 

Bank’s assets and liabilities definition is same as we 

talk about their simple definitions. But the examples 

that come under the category vary. These are 

explained below: 

 ASSETS are the ones which are useful or 

valuable things a person/organization has like 

goods, property, vehicles, equipment, machinery, 

etc. 

 If we talk about bank’s assets: They are 

those which the bank has and can be readily 

converted to cash whenever bank requires money. 

 

 

The bank’s assets are 
Physical assets – this includes land, furniture, 

building, etc owned by bank. They are the minor 

assets. 



 

Cash present with bank – cash which is used for 

day to day transactions such as for cash withdrawals 

and cheque processing. 

The interest amount on loans – it is a major asset 

of a bank because they earn more money by interest 

amounts of loans than they have to give on saving 

accounts. 

Investments – this include investments in 

government securities and other securities, treasury 

bills, etc. 

 

LIABILITIES are the ones for which an amount of 

money is owed like in a company the salaries of 

employees are to be given, etc. 

If we talk about bank’s liabilities: They are those 

which the bank has from the customer deposits and 

borrowed money for bank’s purpose. 

 

The bank’s liabilities are 
deposits – customers deposits in the savings 

account and current account. They can withdraw 

this amount whenever they want, so bank have to 

keep this money aside and cant use it because a 

customer can come any time to bank to withdraw 

his money. Other type of deposits such of 

certificates of deposits. 

borrowings – they include borrowings from other 

banks including RBI. 

Bancassurance as the term suggests is Bank + 

Insurance. Bancassurance means selling insurance 

product through banks. It is one of the para banking 

activity which the RBI has allowed the banks to 

take up. For selling the insurance product, bank and 

insurance company come up in a partnership where 

the bank sells the insurance company’s insurance 

products to its clients. 

 This arrangement benefits both the firms, 

the bank and the insurance company. The insurance 

product is of the insurance company while it is sold 

by the bank so it earns an amount from the 

insurance company. So the bank actually acts as an 

intermediary between the insurance company and 

their customers 

Some examples include: 
SBI General Insurance Company Limited is a joint 

venture between the State Bank of India and 

Insurance Australia Group (IAG), 

SBI Life Insurance is a joint venture life insurance 

company between State Bank of India and BNP 

Paribas Cardiff of France, 

PNB MetLife Insurance Co. Ltd (PNB MetLife) is a 

joint venture life insurance company between 

Punjab National Bank and MetLife, Inc. of USA, 

etc. 
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