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ABSTRACT NPA expands to non-performing assets. The Reserve Bank of India serves as a centralized enterprise
that monitors any inconsistencies or flaws in the gadget. Since the nationalization of banks in 1969, public location
banks, frequently known as nationalized banks, have risen to prominence and made notable enhancements. The
necessity to emerge as greater consumer-centric has pressured sluggish-shifting public vicinity banks to take an
additional competitive approach. Reserve Bank of India defines Non Performing Assets in India as any advances or
loans that is overdue for more than 90 Days. An asset becomes non performing when it ceases to generate income for
the bank, said RBI in circular form 2007. The level of Non Performing assets best indicates the soundness of the
banking sector of a country. The purpose of this paper is an effort to have glance on the growth or declining pattern
of NPA in different Banks. This paper analyses the NPA in Indian Banks. A strong correlation is found between the
corporate debt restructuring and NPA. And a difference among Individual Banks in different financial year.

KEY-WORDS

Non-Performing Assets, Priority Sector, Nationalized Banks, Private Sector Banks, Substandard, Doubtful,
Descriptive Data.

Trend in Non-performing Assets

Closing balance for 2016-17 7.918
Opening balance for 2017-18 7,625
Addition during 201718 6,043
Recovered during 2017-18 1,283
WWWritten off during 201718 1,627
Closing balance for 201718 1,0397
Gross NPAs b4
LTI | D ED
Advances
( = billion) Source: RBI

Classification of Loan Assets

Standard assets [20.4 88.5
Sub-standard assets z5 2.8
Doubtful assets S.7 8
LoOoss assets 0.3 0.6

(%6 share) Source: RBI
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1. Introduction

The Reserve Bank of India serves as a centralized enterprise that monitors any inconsistencies or flaws in the gadget.
Since the nationalization of banks in 1969, public location banks, frequently known as nationalized banks, have risen
to prominence and made notable enhancements. The necessity to emerge as greater consumer-centric has pressured
sluggish-shifting public vicinity banks to take an additional competitive approach. Conservative banking procedures
allowed Indian banks to be protected in part from the Asian foreign money crisis thanks to the internet's distribution
of services and products. Indian banks are currently providing a higher valuation in comparison to banks in other
Asian countries (e.g., Hong Kong. Singapore. Philippines, and so on.) that are experiencing significant issues due to
large non-performing loans. After the primary section of financial liberalization in 1991, the banking organization
underwent the main transformation, and credit score rating control changed into born. The essential hobby of banks
is to lend cash to a diffusion of sectors, including agriculture, industry, non-public finance, and housing, further to
just accepting deposits. Receiving a deposit carries no chance due to the fact the banker is obligated to reimburse the
deposit each time it's far asked. On the alternative hand, due to the fact there may be no assure of repayment, lending
usually contains a high degree of risk, Banks have ended up greater careful about issuing loans in modern-day years,
due to growing non- performing property. Non- acting assets were the single largest supply of annoyance for India's
banking area. It is vital for each the borrower and the lender to understand the difference among performing and non
acting belongings. If the asset is non-performing and interest payments are not made, the borrower's credit and
multiplied possibilities can be harmed. It will then make it more tough for them to get destiny loans. Interest earned
on loans is a primary source of profits for the bank or lender. As an give up end result. non-acting houses might also
have an negative impact on their potential to generate sufficient earnings and, as a end result, on their widespread
profitability. It is essential for banks to keep music in their non-appearing property (NPAS), as having too many
NPAs should have a negative impact on their liquidity and potential to develop. Non-performing residences (NPAS)
can be controlled, relying on what number of there are and the way a long way past due they are. Most banks can
tackle an inexpensive level of nonperforming assets within the short run. However, if the quantity of nonperforming
belongings (NPAs) keeps growing through the years, the lender's financial fitness and future prosperity are
jeopardized. On bank Non-performing assets (NPAs): Non-performing assets (NPAs) at commercial banks amounted
to Rs.10.3 trillion, or 11.2% of advances, in March 2018. Public sector banks (PSBs) accounted for Rs.8.9 trillion,
or 86%, of the total NPAs. The ratio of gross NPA to advances in PSBs was 14.6%. These are levels typically
associated with a banking crisis. In 2007-08, NPAs totalled Rs.566 billion (a little over half a trillion), or 2.26% of
gross advances. The financial stability report released by the Reserve Bank of India has warned that the gross
non-performing assets (GNPASs) of scheduled commercial banks in the country could rise from 11.6% in March 2018
to the GNPA ratio for public sector banks (PSBs) is posited to only inch lower to 14.6% by March, from 14.8% in
September. The Reserve Bank of India (RBI), acting in the belief that NPAs were being under-stated,
introduced tougher norms for NPA recognition under an Asset Quality Review. This puts at rest the hope of a
bottoming out of the NPA crisis that has affected the banking system and impeded credit growth in the economy.

2. Literature Review

Non-performing property are the problem of a selection of guides. Because of the difficulty's financial significance,
numerous researchers have seemed into it. The following is a precis of pertinent recent literature:

Shah and Sharma (2016) propose forming a separate committee for the control of nonperforming assets (NPAS)
fabricated from prison experts and monetary company specialists.
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NPAs, in line with Sahoo (2015), will stymie monetary inclusion and infrastructure development inside us of except
they are managed successfully and soon.

In authorizing and advancing loans, Jana and Thakur (2015) endorse using the SLP concept. The 3 figuring out
requirements in swimming toward the rising tide of nonperforming assets (NPAs) are the precept of protection (S),
the principle of liquidity (L) of safety, and precept of profitability (P). In terms of NPA control.

Mahajan (2014) believes that non-public and remote places financial institution top manipulate is extra professional
and middle competent than public zone financial institution top manage.

Before authorising a mortgage to debtors, Shalini, HS (2013) recommends verifying the assignment's financial
viability.

According to Selvarajan & Vadivalagan (2013), NPA manipulate calls for unique hobby. In addition to enhancing
present day NPAs, appropriate actions have to be made to prevent new NPAS from being created Kumar, PT (2013)
emphasised the importance of mortgage portfolio first-rate because of the truth it is essential to the bank's fitness and
survival. NPAs have a bad impact on a financial institution's profitability, productiveness, liquidity, capital adequacy,
and solvency, Prof. S. R. Pharate decided that most vital account holders have a higher proportion of NPAs than
small debtors, implying that they're deliberately defaulting. He went directly to This desires to be examined because
of the reality it's miles high-quality to debtors and twisted in competition to the pursuits of banks

According to Chatterjee, Mukherjee, and Das (2012), banks have to look at the borrower's original reasons for
requiring the loan. Banks have to analyze the guarantor's identity, in addition to his or her financial situation that our
justice gadget is defective. This ought to be tested because of the fact it's far pleasant to debtors and twisted against
the pursuits of banks.

According to Chatterjee, Mukherjee, and Das (2012), banks need to inspect the borrower's authentic reasons for
requiring the loan. Banks ought to investigate the guarantor's identification, as well as his or her monetary situation.

3. Research Methodology
Research Methodology is a way of explaining how a research intends to carry out their research.
3.1 OBJECTIVE OF STUDY

1- To look at nonperforming assets in several institutions. .

2- To calculate the weighted NPA in banking chance control

3- In order to assess the profitability of banks,

4- To affirm the level of non-acting property (NPAS) in various monetary situations
5- To apprehend the means of the term "non-appearing asset"

6- Preventive measures to investigate

3.2 NATURE OF STUDY

The Nature of the study for this Research is Quantitative, as the quantitative data focuses on numeric and unchanging
and convergent reasoning rather than divergent reasoning and the topic for the Research is NPA in Banking industry
in India and the data which was available is a numeric data in forms of tables. The data which is provided is
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secondary data from different sites and RBI website. The data type is qualitative data which is given in form of tables
and the data is of previous 5 years. The given data is also in form of line graphs.

3.3 DATA COLLECTION

The Data collected for this report is secondary data. The data is collected from different online sources like the RBI
website and other research papers. This data is secondary and is available from 2019 — 2022 as shown in the tables in
this research paper. The Data which is available is drawn in LINE GRAPH. The descriptive data is also written of
Figure 2 which shows the mean median of the data.
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Figure 1

3.4 RESEARCH PROBLEM

Nationalized (authorities-owned) banks, industrial banks, and specialized banking institutions make up Indian
banking. Non-acting belongings is an undertaking that each one banks are confronting nowadays, whether or not or
no longer they are public or personal location banks. Non-performing belongings have been the single biggest supply
of annoyance for India's banking sector. The lender will lose coins if the debtors forestall paying hobby or critical on
the mortgage. Non-performing property are a sort of mortgage like this (NPA). Non-performing assets are causing
havoc on the Indian financial system. This examination looks at data from public and private local banks during the
previous five years. The study article wishes to investigate various non-acting asset ratios based on secondary data.

3.5 RESEARCH HYPOTHESIS
After thoroughly research, it lies on the research to make following hypothesis.
HYPOTHESIS 0

H1- In assessment to unique nationalized banks, there may be no exceptional distinction within the sectoral make-up
of SBI and Associates' NPA.
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HYPOTHESIS 0

H2- In nationalized banks, there's no discemible difference in the fashion of NPA composition for the duration of

industries.

HYPOTHESIS 0

H3- In nationalized banks, there's no discernible difference in the style of NPA composition inside the direction of

industries.

3.6 VARIABLES DEFINED FOR STUDY

o GNPA: These assets are the sum of all the loans that have been defaulted by the individuals who have
acquired loans from the financial institution. Macro-environment: It refers to how the macroeconomic
conditions in which a company or sector operates influence its performance.

o Net NPA: Net NPA (NNPA) is the amount remaining after deducting doubtful and unpaid debts from the
GNPA. It is the actual loss suffered by the bank. (Substandard + Doubtful + Loss) assets. Net NPAs = Gross

NPAs — Provisions. It does not qualify the organization's actual loss.

e Standard Assets: An asset which does not have more than normal risk attached to the business, and the one

which does not disclose any problems is known as a standard asset.
e Sub-standard Assets: A substandard asset is an asset classified as an NPA for less than 12 months.

e Doubtful Assets: A doubtful asset is an asset that has been nonperforming for more than 12 months. Loss
assets are loans with losses identified by the bank, auditor, or inspector that need to be fully written off.

4. DATA ANALYSIS
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Figure 2
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H1 In assessment to unique nationalized banks, there may be no exceptional distinction within the sectoral make-up
of SBI and Associates' NPA.

The above table shows (GROSS NPA OF BANK OF BARODA, BANK OF INDIA, STATE BANK OF INDIA IN YEAR
2018,2019,2020,2021,2022) which is then converted to a Line graph where the Horizontal Axis shows the Years and the vertical
Axis shows the Gross NPA. The red line symbolizes Bank of Baroda’s Gross NPA The Green indicates Bank of India Gross
NPA and The Red shows State Bank Of India’s Gross NPA. The Data Label in numeric is also shown near the lines in Plot area.
The Major downfall in the Gross NPA can be seen in SBI as the line and data label pointing the 223427.46 crore Rupess in year
2018 has reached to 112023.37 crore Rupees in Year 2022. In case of Bank of Baroda And Bank of India there is not a huge
downfall. The mean, median of BOB is Mean 58964.994 Median 56480.39 and BOI is Mean 57335.97 Median 60661.12. and
SBI is Mean 156736.44 Media 149091.9.
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Figure 3

priority sector NPAs of all the banks in 2005 is Rs. 237.24 billion and in 2016 it is Rs. 1359.09 billion i.e., there has
been 5.73 times increase in NPAs. On the other hand NPAs in non-priority sector in 2005 is Rs 321.06 billion and in
2016 is Rs. 4523.48 hillion i.e., a 13.09 times increase, and in case of total NPAs, in the year 2005 it is 564.22 billion
and Rs. 5883.57 billion in 2016 i.e., a 9.42 times increase. It is clearly seen that nonpriority sector NPAs increases
almost 2.28 times than priority sector NPAs. It is very interesting to see that corporate debt restructuring in 2005 is
Rs 103.98 hillion and in 2015 and 2016 is Rs. 2067.30 and Rs. 1779.50 billion respectively i.e., 17.11 times increase
in 2016 than 2005. In 2017 the restructuring is slightly reduced than 2016. It may be said from the above data that as
soon as the corporate debt restructuring increases, the non-priority sector NPAs and the total NPAs increases. Wilful
default, insolvency, poor performance in certain core sectors such as power, coal, steel, infrastructure etc. are the
reasons for this restructuring. When the performance of core sectors deteriorates, banks provide more amount of loan
to revive it but how far it should be beneficial for the banking industry is a big question to the policy maker and
regulators.
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Figure 4

H2 In nationalized banks, there's no discemible difference in the fashion of NPA composition for the duration of
industries.

It is observed that priority sector NPAs in public sector banks increased 10.49 times in 2017 than 2005. In 2005 the
priority sector NPAs in above sector was Rs. 153.36 billion. It increased steadily up to 2017 and has become Rs.
1609.42 billion. Because of priority sector NPAs of Public sector banks, the industry NPAs in priority sector has
increased. Faulty loan sanction process, improper KYC verification, loan waiver policy of Government, faulty due
diligence in the banking system are mainly responsible for this hike in priority sector NPAs in public sector banks. In
case of SBI and private sector banks the priority sector NPAs increased to 5.76 times from 2005 to 2017, and the
NPAs in priority sector compared to industry average is much lower up to 2017. As per Figure 2 the priority sector
loan management policy of SBI and private sector banks is much better than other public sector banks up to 2017.

Initiatives to Tackle the NPA Crisis in Banking

Although it has risen disproportionately in contemporary times, NPA is not a new problem. Over the
years, there have been several reform measures undertaken by the government at various levels to
bring it down. Some of the important ones are:

Debts Recovery Tribunal (Procedure) Rules - 1993
The Credit Information Bureau (India) Ltd - 2000
Lok Adalats -2001

Compromise Settlement - 2001

SARFAESI Act — 2002

Asset Reconstruction Companies (ARC)
Corporate Debt Restructuring - 2005

Joint Lenders’ Forum - 2014

Mission Indradhanush - 2015

10. Strategic Debt Restructuring - 2015

11. Asset Quality Review - 2015

12. Sustainable Structuring of Stressed Assets - 2016
13. Insolvency and Bankruptcy Code — 2016

N RWNE
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Resolution of NPA Crisis in India

The need of the hour is to understand the criticality of the NPA crisis; and take appropriate remedial
action. These actions should include:

1. Using data analysis and technologically upgraded frameworks to identify the warning signs
early

2. Formulation of Mechanisms to identify hidden NPAs

3. Development of internal skills for efficient credit assessment.

4. Conducting forensic audits to understand the intent of the borrower.
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Figure 5

It is noticed from Figure 5 that priority sector NPAs in SBI increased 5.67 times in 2017 compared to 2005, where as
non-priority sector NPAs and corporate debt restructuring increased more than 10 times for the same period. It is
interesting to see that in the year 2014, non-priority sector NPAs and the corporate debt restructured almost doubled
in compared to 2013, and the total NPAs increased in the same pattern with non-priority sector NPAs and the
corporate debt restructuring in SBI. However, priority sector NPAs shows a normal trend through the years. In the
above situation, SBI has to think carefully on their non-priority sector NPAs and corporate debt restructuring to
sustain in the business. Still it’s NPAs and restructuring is much lower than public sector banks, which demonstrate a
better loan monitoring mechanism followed by SBI than the Public sector banks.
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Figure 6

As per the RBI data, the gross NPA of the Indian banks stood at 5.97 per cent in March 2022. The asset quality of the
Indian banking sector started deteriorating from the early part of the last decade. The gross NPA of banks, which
stood at 2.40 per cent in March 2011, surged to 11.50 per cent in 2018. The NPA of banks is increasing with the time
the hypothesis is rejected in this case.

5. CONCLUSION

Average NPAs for the have a study the length of all the chosen non-public sectors banks are less than five%.
Average NPAs for the have a have a have a look at duration of maximum vital of all the selected Public sectors
banks are greater than 5%. In comparison to private vicinity banks, public zone banks registered higher NPAs.
Study surrender result shows that during public sector banks elegance of enterprise of both the priority and non-
precedence Average NPAs for the have a have a observe duration of all the chosen personal sectors banks are less
than 5% NPAs for the have a have a look at period of most Average vital of all the chosen Public sectors banks are
more than 5%. It is located inside the gift have a take a look at that belongings satisfactory and normal performance
of debt insurance of personal location banks are higher than that of public area banks. In personal place banks, NPAs
of Agriculture and allied sports magnificence of priority sectors is better on the equal time as NPAS of Industry
splendor of the non-priority area is higher than particular training Study famous that types of banks and sector-smart
NPAs do not have integrate impact over preferred NPAs of the banks Difference a few of the NPAs of private zone
banks is discovered inside the present research. There is likewise a distinction a number of the NPAs of public zone
banks.
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LIMITATIONS OF THE STUDY

The study's first and most important drawback is that it is focused on secondary results, from which some
conclusions are drawn based on interpretation of the data.

Furthermore, this analysis is limited to Indian Public Sector Banks, which does not offer a detailed image of
the banking industry's results.

The report is limited to the past 5 years, from 2018 to 2022. As a result, the findings may not be exhaustive
or generally relevant, as no consumers were consulted as part of the study, which is contrary to the bank's
policies.

The scope of the analysis is restricted by the data's availability.

NPAs are changing over time and the research is carried out in the present time, with little consideration for
future possible changes.

The Reserve Bank of India Publications was used to classify Non-Performing Assets.
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