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Net Credit to the Government (NCG) by 
the banking system increased marginally 
by Rs. 15.1 bn in 2025. The increase 
observed during 2025 was primarily driven by 
the expansion in NCG by the Central Bank, 
reflecting fair value adjustments to the Central 
Bank’s holdings of government securities amid 
the decline in bond yields. However, the Central 
Bank’s holdings of government securities, on a 
face value basis, declined by Rs. 6.7 bn during 
the year. Accordingly, NCG by the Central 
Bank increased by Rs. 54.5 bn in 2025. In 
contrast, NCG by LCBs recorded a cumulative 
contraction of Rs. 39.4 bn during the year. This 
decline was largely attributable to the notable 
reduction in their investments in government 
securities, with investments in both Treasury 
bills and Treasury bonds declining in 2025 

card-related exposures, reflecting a gradual 
pickup in consumer spending amid rising 
economic activity. Lastly, the credit extended 
to the Agriculture sector (which accounts for 
around 9% of outstanding credit) expanded 
by Rs. 163 bn during the year, contributing to 
around 8% of the total credit expansion. Within 
the Agriculture sector, credit extended to key 
subsectors, including paddy; tea; coconut; 
and fisheries, recorded notable growth during 
the year. In terms of maturity composition, 
the expansion of private sector credit by LCBs 
indicates that the annual increase during 
2025 was largely driven by short-term lending, 
which accounted for nearly half of the total 
expansion, followed by medium-term and long-
term lending, respectively. 

Featured Chart 1.4
Tenor-wise Distribution of Private Sector Credit by LCBs  

(Based on Monthly Survey of Loans and Advances to the Private Sector by LCBs)

Private sector credit expansion in 2025 was largely 
broad-based. A majority of the credit expansion 
in the Services sector and in the form of Personal 
Loans and Advances was concentrated in  
short-term lending. This reflects increased financing 
requirements by service-oriented businesses for 
working capital purposes. Moreover, household 
borrowing increased to support consumption and 
manage short-term liquidity needs.

In contrast, credit expansion in the Industry sector 
was predominantly driven by long-term loans, 
indicating funding obtained for capital investment 
and business expansion projects, particularly during 
the recovery phase following the economic crisis.

Meanwhile, credit expansion in the Agriculture 
and Fishing sector remained mainly short-term, 
reflecting the seasonal nature of agricultural 
production process and the associated financing 
needs for inputs such as seeds, fertiliser, labour, and 
other cultivation-related expenses.
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Note: 1.	 Annual expansion in volume for each sector is presented in parentheses, along with its 
corresponding share of total expansion.

         2. 	 The distribution of outstanding private sector credit by sector at end 2025 was as follows: 
Agriculture (9%), Industry (38%), Services (31%), and Personal Loans and Advances (22%). 
Over the same period, the tenor-wise credit distribution of credit comprised short-term (42%), 
medium-term (22%), and long-term (36%).
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