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The present study has been made to analyze and New private Sector Banks, Gross NPAs
the problem of NPAs among domestic bank and Net NPAs.

groups ( Le., Public Sector Banks, OIld and

New Private Sector Bank Groups) of the )
Introduction

country and for this purpose researcher has

used Gross NPAs and Net NPAs as per cent

to Total Assets. Further, the data used m

The Non-Performing Assets! (hereafter
NPAs) has been major concern in the
Capitalist Economies since long period and
equally disbursed around the globe
including India. The latest data on NPAs
shows that the Total Amount of Gross
NPAs? for Public and Private Sector Banks

study covers a period of ften year ILe.,
2003/04 to 2012/13 and Kruskal Wallis test
has been used. The results of the averages
and C.V. showed that New Private Sector
Banks are more efficient i handling their

Gross and Net NPAs. But the results of 1 A Non-performing asset (NPA) is defined

Kruskal Wallis showed that the efficiency of as acredit facilityin respect of which
the interest and/or mstallment
of principal has remained ‘past due’ for a
specified period of time. In simple terms, an
asset is tagged as non-performing when it
ceases to generate income for the lender.

2 Gross NPA: 1t is the total number of NPAs
of the bank simply added. Banks would

all three categories of banks 1s same m

handling their Gross and Net NPAs.
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is around 6.00 Lakh Crore (The Hindu:
November 21, 2016). Thus, we can say that
the problem of bad loan has been reached to
danger level While, without resolving this
problem the economy of the nation can’t

achieve the target of eight per cent of

continuously assess this by evaluating their
loan payments and decide the NPAs. What
you need to understand here is when the
NPA occurs, it is not just an interest income
loss to the bank, but a principal loss as well.
That means, if a bank has lent 100 Crore to a
company with an outstanding loan amount
of 60 Crores, then the bank would lose these
60 Crores along with the future mterest
payments as well- when the company goes
bust. Now this is a serious loss to the bank
and someone has to bear that loss. If the loss
is much higher and there is every possibility
that the customer's deposits may get eroded.
This is where the risk management and
regulators come into picture. Knowing that
the banks would take extra risk n giving the
loans, the regulators decided to put a
condition known as provision for bad assets.
To elaborate, banks need to continuously
assess their loans and set aside an amount in
the begnning itself to accommodate for any
losses. It means that for a total loan base of
say 500 Crores, depending on the mnterest
payments nature, banks are required to keep
a provision aside, let us say 50 Crores. In
simple terms, it means that the bank has
already kept aside 50 Crores for bad assets
and has the money to bear that loss.

June 2017

economic growth. Therefore, the present
study has been an attempt to analysis the
comparative position of different domestic
commercial banks in concern of their bad

loans.

Objective of the Study
1. To study the trends of NPAs
(GNPAs and NNPAs as per cent to
Total Assets) i domestic bank
groups and
2. To find out the position of various
domestic commercial banks in the

country.

Research Methodology of the Study

The present study is based on secondary
data which were collected from the
publication of the Reserve Bank of India
(RBI). Further, a period of Ten year ie.,
2003/04 to 2012/13 has been taken and
Average, C.V. and Kruskal Wallis test have

been also applied to analyze the data. Finally,
the results of the study have been presented in

tabulated and graphical manner.

Kruskal Wallis Test
A popular nonparametric test to compare

outcomes among more than two independent
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groups is the Kruskal Wallis test. The
Kruskal Wallis Test is used to compare
medians among k comparison groups (k > 2)
and is sometimes described as an ANOVA
with the data replaced by ther ranks. The
null and research hypotheses for the Kruskal
Wallis nonparametric test are generally

stated as follows:

Ho: The samples come from populations
with equal medians.
Hi: The samples come from populations

with medians that are not equal.

The procedure for the test involves pooling

the observations from the k samples into one

June 2017

combined sample, keeping track of which
sample each observation comes from, and
then ranking lowest to highest from 1 to N,

where N = ni+m + ...+ nk.

The test statistic for the Kruskal Wallis test
is denoted H and is defined as follows:

2

12 A B S N
H_(N(N+1) Zf’=1 pgj-) 3(H41)

Where:  k=the number of comparison
groups, N= the total sanple size, njis the
sample size i the J" group and R;is the sum

of the ranks m the j'' group.

Data Analysis
Table 1
Gross NPAs (as Per cent to Total Assets) of Domestic Bank Groups
(In Per cent)
Year PSBs OPvt.SBs NPvt.SBs
2003-04 3.5 3.6 2.4
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2004-05 2.7 3.1 1.6
2005-06 2.1 2.5 1.0
2006-07 1.6 1.8 1.1
2007-08 1.3 1.3 1.4
2008-09 1.2 1.3 1.7
2009-10 1.3 1.3 1.6
2010-11 1.4 1.2 1.3
2011-12 2.0 1.1 1.1
2012-13 2.4 1.2 1.0
C.V. 38.31 49.16 30.38
Average 1.95 1.84 1.42

Source: hitps7//www.rbi.org.in/Scripts/Publications View.aspx?id=17198

Table 1 shows the Trends of GNPAs of domestic bank groups operating in India from 2003/04 to
2012/13. It can be observed from the Table that the average GNPAs of PSBs, OPvt.SBs and
NPvt.SBs has been 1.95, 1.84 and 1.42 per cent respectively; while during the same period the
maximum variation (C.V.) has been observed in OPvt.SBs (49.16 per cent) as compare to other
bank groups taken in the study. Table 1 reveals that New Private Sector banks are comparatively
more efficient in handling their NPAs as their average Gross NPAs (as Percent to Total Assets)
is lowest in comparison to other categories of bank and Public Sector Banks are comparatively
least efficient n handling their Gross NPAs as their average Gross NPAs (as Percent to Total
Assets) is highest.

Further, Figure 1 also reveals the growth of GNPAs of all bank groups. It can be seen from the
Figure that the growth has been minimum in OPvt.SBs (100 to 33.33 per cent) followed by the
NPvt.SBs (100 to 41.67 per cent) and PSBs (100 to 68.57 per cent).
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Figure 1: Growth of GNPAs of Domestic Bank Groups on Y-O-Y Base

Source: Researcher Calculations

Table 2
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Ranks of the Sample for the Raw Material of the Kruskal Wallis Test

(GNPAs)
Total Sample (30) Rank (Ordered Smallest to Largest)
Year PSBs OPvt.SBs | NPvt.SBs PSBs OPvt.SBs | NPvt.SBs
2003-04 35 3.6 2.4 29.00 30.00 24.50
2004-05 2.7 3.1 1.6 27.00 28.00 18.00
2005-06 2.1 25 1.0 23.00 26.00 1.50
2006-07 1.6 1.8 1.1 18.00 21.00 4.00
2007-08 1.3 1.3 14 11.50 11.50 15.50
2008-09 12 1.3 1.7 7.00 11.50 20.00
2009-10 1.3 1.3 1.6 11.50 11.50 18.00
2010-11 1.4 12 1.3 15.50 7.00 11.50
2011-12 2.0 1.1 1.1 22.00 4.00 4.00
2012-13 2.4 12 1.0 24.50 7.00 1.50
Total 189.00 157.50 118.50

Source: Researcher Calculations

To compare the position of domestic bank groups in contest of GNPAs I have been used Kruskal

Wallis Test. The calculations of the Test are given below:

Null Hypothesis: Ho: There is no significant difference in performance of three select categories
of banks in handling their Gross NPAs.

Alternative Hypothesis: Hi: There is significant difference in performance of three select
categories of banks in handling their Gross NPAs.

12

189 Square

157.50 Square

118.50 Square

30 (30 + 1)

10

10

10
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H ={12/930 *35721/10 + 24806.25/10 + 14042.25/10} ; { 93}

H ={0.012 x 7456.95} ] { 93}

H=96.21-93.00

H=3.21
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Calculated value of the Test Statistics is 3.21, while Tabulated value of 32 at 5% level and degree
of freedom 2 is 5.991. Because calculated value is less than tabulated value, the null hypothesis

is not rejected. So, the researcher concluded that there is no significant difference in performance

of three select categories of domestic commercial banks in handling their Gross NPAs.

Table 3
Net NPAs (as Per cent to Total Assets) of Domestic Bank Groups
(In Per cent)
Year PSBs OPvt.SBs NPvt.SBs
2003-04 1.3 1.8 0.8
2004-05 1.0 1.4 0.8
2005-06 0.7 0.9 0.4
2006-07 0.6 0.6 0.5
2007-08 0.6 0.4 0.7
2008-09 0.6 0.5 0.8
2009-10 0.7 0.5 0.6
2010-11 0.7 0.3 0.3
2011-12 1.0 0.4 0.2
2012-13 1.3 0.5 0.3
C.V. 32.92 67.74 42.94
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| Average 0.85 0.73 0.54
Source: https/www.rbi.org.in/Scripts/Publications View.aspx?id=17198
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Figure 2: Average NNPAs of Domestic Bank Groups

Source: Researcher Calculations

Table 3 depicts the Trends of NNPAs? of domestic bank groups operating in India from 2003/04
to 2012/13. It can be viewed from the Table that the average NNPAs of PSBs has 0.85,
OPvt.SBs has 0.73 and and NPvt.SBs has been 0.54 per cent; while during the same period the
maximum variation (C.V.) has been observed m OPvt.SBs (67.74 per cent) as compare to
NPvt.SBs (42.94 per cent) and PSBs (32.92 per cent). Table 3 reveals that New Private Sector
banks are comparatively more efficient in handling ther NPAs as therr average Net NPAs (as
Percent to Total Assets) is lowest in comparison to other categories of bank and Public Sector
Banks are comparatively least efficient in handling their Net NPAs as their average Net NPAs
(as Percent to Total Assets) is highest.

3Net NPA is simply the total bad assets (actual) minus the provision left aside.
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In addition, Figure 1 also illustrated the growth of NNPAs of all domestic bank groups. It can be

observed from the Figure 2 that the growth has been minimum in OPvt.SBs (100 to 27.78 per
cent) followed by the NPvt.SBs (100 to 37.50 per cent) and PSBs (100 to 100.00 per cent).

Table 4
Ranks of the Sample for the Raw Material of the Median Test
(NNPAs)
v Total Sample (30) Rank (Ordered Smallest to Largest)
eat PSBs | OPvt.SBs | NPvt.SBs | PSBs | OPvt.SBs | NPvt.SBs
2003-04 1.3 1.8 0.8 27.50 30.00 22.00
2004-05 1.0 1.4 0.8 25.50 29.00 22.00
2005-06 0.7 0.9 0.4 18.50 24.00 6.00
2006-07 0.6 0.6 0.5 14.00 14.00 9.50
2007-08 0.6 0.4 0.7 14.00 6.00 18.50
2008-09 0.6 0.5 0.8 14.00 9.50 22.00
2009-10 0.7 0.5 0.6 18.50 9.50 14.00
2010-11 0.7 0.3 0.3 18.50 3.00 3.00
2011-12 1.0 0.4 0.2 25.50 6.00 1.00
2012-13 1.3 0.5 0.3 27.50 9.50 3.00
Total 203.50 140.50 121.00

Source: Researcher Calculations

To compare the position of domestic bank groups in contest of NNPAs I have been used again

Kruskal Wallis Test. The calculations of the Test are given below:

Null Hypothesis: Ho: There is no significant difference in performance of three select categories

of banks in handling their Net NPAs.

Alternative Hypothesis: Hi: There is significant difference in performance of three select
categories of banks in handling their Net NPAs.

12

203.50

Square

140.50 Square

121.00 Square

30 (30 + 1)

10

10

330 + 1)
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H ={12/93o * 41412.25/10 + 19740.25/10 + 14641.00/10} ; {93}

H :{0.012 * 757935 } { 93 }

H=90.95-93.00

H=-2.04

Calculated value of the Test Statistics is -2.04, while Tabulated value of % at 5% level and
degree of freedom 2 is 5.991. Because calculated value is less than tabulated value, the null

hypothesis is not rejected. So, the researcher concluded that there is no significant difference in

performance of three select categories of domestic commercial banks i handling therr Net

NPAs.

Conclusion:

The Non-Performing Assets has been a
major issue in Indian Banking system. The
latest data on NPAs shows that total amount
of Gross NPAs for Public and Private Sector
Banks is around 6.00 Lakh Crore (The
Hindu: November 21, 2016). The present
study made an attempt to analyze the
comparative position of different domestic
commercial banks i concern of handling
their bad loans. Average, C.V. and Kruskal
Wallis test were applied to analyze the data. The
results of the averages and C.V. showed that

New Private Sector Banks are more efficient
in handling therr Gross and Net NPAs. But
the results of Kruskal Wallis showed that the
efficiency of all three categories of banks is

same i handling their Gross and Net NPAs.
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