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RBI eases liquidity norms for banks allowing them to lend more to NBFCs

Background
In a bid to increase liquidity in the financial market, the Reserve Bank of India (RBI) relaxed liquidity norms for
banks vide a circular dated 19 October, 2018.

Pursuant to Basel III norms, the RBI had introduced liquidity coverage ratio (LCR) as a standard to ensure that
a bank maintains an adequate level of unencumbered high quality liquid assets (HQLAs) to meet its short-term
liquidity requirements under stressed scenarios.

Under the existing norms, the assets allowed as Level 1 HQLAs for computing the LCR of banks, inter alia,
include within the mandatory statutory liquidity ratio (SLR) requirement, Government securities under facility
to avail liquidity for liquidity coverage ratio (FALLCR) [presently 13% of a bank’s net demand and time
liabilities (NDTL)].

Amendment

The RBI has now permitted banks to use Government securities equivalent to the bank’s incremental lending
to non-banking financial corporations (NBFCs) and housing finance companies after 19 October, 2018 as Level
1 HQLAs under FALLCR within the aforesaid mandatory SLR requirement.

This relaxation is in addition to the existing FALLCR of 13% of a bank’s NDTL, and is limited to 0.5% of the
bank’s NDTL, i.e., total of 13.5% of the bank’s NDTL.

Further, banks have also been permitted to increase their exposure to a single NBFC (other than NBFCs lending
to the infrastructure sector) from 10% to 15% of their capital funds.

The aforesaid liberalisations are available upto 31 December, 2018.
Key takeaway
The aforesaid regulatory relaxations by RBI may assist in easing liquidity for NBFCs from the banking system.

If your interest lies in a specific area or subject, do advise us so we can send you only the relevant alerts. For any
additional information, please reach out to your PwC relationship manager or write in to
pwctrs.knowledgemanagement@in.pwc.com

With Best Regards
PwC TRS Team

About PwC

At PwC, our purpose is to build trust in society and solve important problems. We're a network of firms in 158 countries
with more than 236,000 people who are committed to delivering quality in assurance, advisory and tax services. Find out
more and tell us what matters to you by visiting us at www.pwc.com.


http://www.pwc.com/

In India, PwC has offices in these cities: Ahmedabad, Bengaluru, Chennai, Delhi NCR, Hyderabad, Jamshedpur, Kolkata,
Mumbai and Pune. For more information about PwC India's service offerings, visit www.pwec.com/in

PwC refers to the PwC International network and/or one or more of its member firms, each of which is a separate,
independent and distinct legal entity. Please see www.pwc.com/structure for further details.

©2018 PwC. All rights reserved

Follow us on Facebook, Linkedin, Twitter and YouTube.

© 2018 PricewaterhouseCoopers Private Limited. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers Private Limited (a limited
liability company in India having Corporate Identity Number or CIN : U74140WB1983PTC036093), which is a member firm of PricewaterhouseCoopers
International Limited (PwCIL), each member firm of which is a separate legal entity

Our Tax & Regulatory Services

NOTE : If you wish to unsubscribe receiving communications, please send in a blank email as reply to this mail with subject line "Unsubscribe".



http://on.fb.me/ZeYMDE
http://linkd.in/186VxRE
http://bit.ly/Z1pmhr
http://bit.ly/1NslMrH
mailto:contact.dt@in.pwc.com
mailto:contact.idt@in.pwc.com
mailto:contact.tp@in.pwc.com
mailto:contact.regulatory@in.pwc.com
mailto:contact.mna@in.pwc.com
mailto:contact.tcdr@in.pwc.com
mailto:contact.tcdr@in.pwc.com
mailto:contact.fs@in.pwc.com

