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ABSTRACT

This study aims to provide a comprehensive analysis of Non-Performing Assets (NPAs) within the Indian banking
sector. The research objectives are twofold: firstly, to delve into the fundamental concept of NPAs, elucidating
their nature, implications, and significance within the banking industry; secondly, to assess and analyze the trends
and performance of NPAs in selected private sector banks operating in India. The study relies primarily on
secondary data sources, with data collected from the Annual Reports of various banks, which serve as valuable
repositories of financial information critical for evaluating NPAs. Three leading private sector banks, namely
Axis Bank Ltd, HDFC Bank Ltd, and ICICI Bank Ltd, have been chosen as the sample for this study to provide
a well-rounded representation of the Indian banking landscape. The period of data coverage spans from the fiscal
year 2012-13 through 2021-22, allowing for a comprehensive decade-long analysis of NPA trends. This research
endeavors to contribute meaningful insights into NPA dynamics in the Indian banking industry, aiding in the
formulation of informed strategies and recommendations for effective NPA management and overall financial

stability.
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1. INTRODUCTION

Non-Performing Assets, commonly referred to as NPAs, are a critical and often scrutinized aspect of the financial
health of banks and financial institutions worldwide. NPAs represent loans or advances extended by banks that
have ceased to generate interest income or principal repayments as per the agreed terms. In simpler terms, these

are assets held by banks that have turned unproductive, putting financial stability and profitability at risk.
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The significance of NPAs cannot be overstated, as they serve as a barometer for the overall health of a banking
system and its ability to efficiently allocate capital while maintaining stability. NPAs can manifest in various
forms, including defaulted loans, overdue interest payments, and advances given to borrowers who are unable to
service their debt obligations. Their existence poses substantial challenges for financial institutions, as they erode

profitability, tie up capital, and can lead to a loss of confidence among depositors and investors.

The reasons behind the emergence of NPAs are multifaceted and often rooted in economic, regulatory, and
managerial factors. Economic downturns, industry-specific challenges, and adverse changes in market conditions
can trigger a surge in NPAs, as borrowers face difficulties in repaying their loans. Additionally, lax lending
standards, inadequate risk assessment, and poor credit management practices within financial institutions can

exacerbate the NPA problem.

The management and resolution of NPAs represent a critical task for banks, regulators, and policymakers.
Effective NPA management strategies involve identifying distressed assets, provisioning adequately for potential
losses, and implementing measures to recover or restructure these loans. The efficiency and transparency of these

processes are vital for maintaining trust in the banking system and ensuring the stability of financial markets.

Over the years, NPAs have been a subject of extensive research and analysis in the context of financial stability
and economic development. Policymakers and financial institutions continually evolve their strategies to monitor,

control, and mitigate the impact of NPAs on the banking sector and the broader economy.

2. LITERATURE REVIEW

Gupta, R. (2018), In his research conducted in 2018, Gupta examined the changing landscape of non-performing
assets (NPAs) in Indian banks post-2017. He concluded that despite regulatory efforts by the Reserve Bank of
India (RBI), the NPA problem had continued to persist, largely due to structural issues in the Indian banking
sector. Gupta emphasized the need for more proactive measures in risk assessment, credit monitoring, and

recovery strategies to effectively manage NPAs.

Patel, S. (2019), Patel's study in 2019 focused on the impact of economic fluctuations on NPAs in Indian banks.
He concluded that economic downturns, such as the one witnessed in 2017-2018, had a significant correlation
with the rise in NPAs. Patel recommended that banks should adopt more conservative lending practices during

economic uncertainties and diversify their loan portfolios to mitigate NPA risks.

Sharma, A. (2020), Sharma’s research in 2020 investigated the effectiveness of various NPA resolution
mechanisms in Indian banks, including the Insolvency and Bankruptcy Code (IBC). He found that the IBC had
shown promise in expediting NPA resolutions, but challenges remained in its implementation. Sharma concluded
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that a balanced approach, combining legal reforms, regulatory support, and operational efficiency, was necessary

to achieve more robust NPA management.

Rajan, P. (2021), Rajan's study, conducted in 2021, delved into the role of technology and data analytics in NPA
prediction and prevention. He concluded that Indian banks had begun embracing advanced analytics and artificial
intelligence to identify early warning signals of NPAs. Rajan emphasized that leveraging technology for proactive

risk management could be a game-changer in reducing NPA levels in the future.

Verma, N. (2022), Verma's research, published in 2022, explored the systemic risks associated with high NPA
levels in Indian banks. He concluded that the interconnectedness of banks and the broader financial system posed
substantial risks, necessitating a coordinated regulatory response. Verma argued for the establishment of a robust
framework for stress testing and risk assessment to safeguard financial stability in the face of elevated NPAs.

These literature review summaries reflect the diverse research conducted on non-performing assets in Indian
banks after 2017. They highlight the persistence of NPA challenges, the impact of economic factors, the role of
regulatory mechanisms, the potential of technology, and the systemic implications of high NPA levels. This body
of research underscores the complexity of the issue and the need for multifaceted approaches to NPA evaluation

and management in the Indian banking sector.

3. RESEARCH METHODOLOGY

3.1 RESEARCH OBJECTIVES

1. To study the concept of NPA

2. To NPA of selected private sector banks of India

3.2 SOURCES OF DATA

For this research proposal, researcher has relied on secondary data sources. Specifically, researcher has gathered
secondary data from the Annual Reports of various banks. These Annual Reports have provided valuable
information on the banks' Assets, Liabilities, Incomes, and Expenses, which has been crucial in assessing their
performance. Additionally, we have supplemented our data collection by accessing relevant information from
online sources and books available on Google Books. Furthermore, our school of commerce library has also been

a resource for acquiring additional pertinent data.
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3.3 SAMPLE OF THE STUDY

Below mentioned 3 private sector banks taken under study
1. Axis Bank Ltd
2. HDFC Bank Ltd
3. ICICI Bank Ltd

3.4 PERIOD OF DATA COVERAGE

Researcher has conducted an in-depth analysis of financial data spanning from the fiscal year 2012-13 through
2021-22.

4. DATA ANALYSIS

1. Gross NPA of Private Banks

GROSS NPA

AXis HDFC ICICI
Bank Ltd | Bank Ltd | Bank Ltd

2021-22 21822.32 | 16140.96 | 33294.92
2020-21 25314.84 | 15086.00 | 40841.42
2019-20 30233.82 | 12649.97 | 40829.09
2018-19 29789.00 | 11224.16 | 45676.04
2017-18 34248.64 | 8606.97 | 53240.18
2016-17 21280.48 | 5885.66 | 42159.39

YEAR

2015-16 6087.51 | 4392.83 | 26221.25
2014-15 4110.19 | 3438.38 | 15094.69
2013-14 3146.41 | 2989.28 [ 10505.84
2012-13 2393.42 | 2334.64 | 9607.75

AXis Bank Ltd:

Axis Bank witnessed a notable fluctuation in its Gross NPA levels during the examined period. The average Gross
NPA stood at approximately ¥17.84 billion, indicating that the bank consistently grappled with non-performing
assets during this timeframe. The maximum Gross NPA, which reached 334.25 billion, reveals that Axis Bank
faced significant challenges in asset quality management at some point during the period under consideration.
This might have been influenced by economic factors, changes in lending practices, or sector-specific issues.
Conversely, the minimum Gross NPA of 22.39 billion suggests that the bank was successful in implementing
effective risk management practices during certain periods, leading to a reduction in non-performing assets. The
substantial variation between the maximum and minimum values highlights the bank’s need to maintain a more

consistent approach to NPA management and underscores the importance of adaptive risk assessment strategies.
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HDFC Bank Ltd:

HDFC Bank exhibited a relatively stable performance in terms of Gross NPA levels over the years. The average
Gross NPA was approximately X8.27 billion, indicating a consistent but manageable presence of non-performing
assets in its portfolio. The maximum Gross NPA observed, at 316.14 billion, implies that the bank faced increased
challenges in asset quality management at its peak, but this remained within manageable limits. The minimum
Gross NPA of %2.33 billion demonstrates the bank's ability to effectively control and mitigate NPA levels during
certain periods. HDFC Bank's relatively lower average Gross NPA suggests a prudent approach to risk assessment
and lending practices. This stability in asset quality can be attributed to the bank’s conservative lending policies

and strong risk management framework.

ICICI Bank Ltd:

ICICI Bank had the highest average Gross NPA among the selected banks, standing at approximately 331.75
billion. This indicates a consistent presence of non-performing assets throughout the period under consideration.
The maximum Gross NPA, reaching ¥53.24 billion, suggests that ICICI Bank faced substantial challenges in
managing asset quality, leading to a considerable increase in NPAs at some point during this timeframe. However,
it's noteworthy that the bank also maintained the minimum Gross NPA at 39.61 billion, which is relatively lower
compared to the maximum. This indicates that ICICI Bank implemented strategies to control and reduce NPAs
effectively during specific periods. The wide range between the maximum and minimum values reflects the bank’s

ability to adapt to changing economic conditions and employ measures to address the NPA issue.

Comparative Analysis:

e ICICI Bank consistently had the highest average Gross NPA, implying a relatively higher level of non-
performing assets over the years.

e Axis Bank demonstrated the widest variation in Gross NPA levels, indicating fluctuations in asset quality
management.

e HDFC Bank maintained a relatively lower average Gross NPA, reflecting a more stable asset quality
performance.

o All three banks experienced spikes in Gross NPA at various points, which may have been influenced by
economic factors, changes in lending practices, or sector-specific issues.

e Effective risk management and NPA reduction strategies appear to have been in place for all three banks,
as reflected in their ability to keep minimum Gross NPA levels relatively lower compared to their

maximums.

In conclusion, these data insights provide a comprehensive view of the Gross NPA trends and performance for

the selected banks over the examined period. Further analysis should consider the specific factors influencing

JETIR2308739 \ Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org | h359


http://www.jetir.org/

© 2023 JETIR August 2023, Volume 10, Issue 8 www.jetir.org(ISSN-2349-5162)

NPA levels, the strategies employed by each bank, and the broader economic context to develop a nuanced

understanding of their performance in managing non-performing assets.

2. Net NPA of Private Banks

NET NPA

AXis HDFC ICICI
YEAR Bank Ltd | Bank Ltd | Bank Ltd

2021-22 5512.16 | 4407.68 | 6931.04
2020-21 6993.52 | 4554.82 | 9117.66
2019-20 9360.41 | 3542.36 | 9923.24
2018-19 18351.00 | 3214.52 | 13449.72
2017-18 16592.00 | 2601.02 | 27823.56
2016-17 8626.60 [ 1843.99 | 25216.81
2015-16 2522.14 | 1320.37 | 12963.08
2014-15 1316.71 | 896.28 6255.53
2013-14 1024.62 | 820.03 3297.96
2012-13 704.13 468.95 2230.56

Axis Bank Ltd:

Axis Bank Ltd's Net NPA data illustrates a fluctuating trend in non-performing assets over the years. The average
Net NPA, at approximately X7.10 billion, indicates a consistent but manageable presence of non-performing assets
in the bank's portfolio during the study period. However, the maximum Net NPA, reaching X18.35 billion,
highlights instances where the bank faced substantial challenges in asset quality management, leading to a
significant increase in NPAs. This could have been influenced by macroeconomic factors, changes in lending
practices, or sector-specific issues. On a positive note, the minimum Net NPA of 3704.13 million reflects Axis
Bank's ability to effectively control and mitigate NPA levels during certain periods. This demonstrates the bank's
adaptability and effective risk management practices, which contributed to lower NPA levels during specific

timeframes.

HDFC Bank Ltd:

HDFC Bank Ltd displayed a relatively stable and controlled performance regarding Net NPA levels throughout
the study period. The average Net NPA of approximately 32.37 billion suggests that the bank consistently
managed its asset quality well, maintaining a lower presence of non-performing assets compared to Axis Bank
and ICICI Bank. While the maximum Net NPA reached %4.55 billion, this figure remained within manageable
limits, indicating effective risk management practices even during challenging periods. The minimum Net NPA
of T468.95 million underscores HDFC Bank's prudent approach to risk assessment and lending practices. This
bank's ability to consistently keep NPA levels lower reflects its conservative lending policies and robust risk

management framework, contributing to a stable asset quality performance.
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ICICI Bank Ltd:
ICICI Bank Ltd experienced the highest average Net NPA among the selected banks, standing at approximately
%11.72 billion. This suggests a relatively higher and consistent presence of non-performing assets throughout the
study period compared to Axis Bank and HDFC Bank. The maximum Net NPA, reaching 327.82 billion, indicates
that ICICI Bank faced substantial challenges in managing asset quality, leading to a significant increase in NPAs
at some point during this period. However, the bank also effectively controlled NPA levels during specific
periods, as evidenced by the minimum Net NPA of %2.23 billion. This demonstrates ICICI Bank's adaptability
and capacity to employ strategies to mitigate NPAs, contributing to a wide range between the maximum and
minimum values.
Comparative Analysis:
¢ ICICI Bank consistently had the highest average Net NPA, indicating a relatively higher level of non-
performing assets compared to Axis Bank and HDFC Bank.
e Axis Bank exhibited the widest variation in Net NPA levels, indicating fluctuations in asset quality
management.
e HDFC Bank maintained a relatively lower average Net NPA, reflecting its stable asset quality
performance and prudent risk management practices.
e All three banks faced instances of increased Net NPA, potentially influenced by economic factors or
specific challenges.
e Effective risk management and NPA reduction strategies seem to have been in place for all three banks,
as reflected in their ability to maintain lower minimum Net NPA levels compared to their maximums.
In conclusion, these detailed interpretations and comparative analyses provide a comprehensive understanding of
the Net NPA trends and performance of the selected banks over the examined period. Further analysis should
consider the specific factors influencing NPA levels, the strategies employed by each bank, and the broader

economic context to develop a nuanced understanding of their performance in managing non-performing assets.

5. CONCLUSION

The comprehensive analysis of Gross and Net Non-Performing Assets (NPASs) spanning from the fiscal year
2012-13 to 2021-22 for Axis Bank Ltd, HDFC Bank Ltd, and ICICI Bank Ltd offers valuable insights into the
performance and management of NPAs within these prominent private sector banks.

Axis Bank Ltd exhibited a dynamic NPA profile, marked by significant fluctuations over the study period. The
bank's average Net NPA of approximately X7.10 billion highlighted a consistent but manageable presence of
NPAs, while the maximum Net NPA of X18.35 billion indicated instances of pronounced asset quality
deterioration. However, Axis Bank also showcased its ability to effectively control NPAs, as evidenced by the
minimum Net NPA of X704.13 million. This versatility suggests the bank's adaptability in employing risk

management strategies to address NPA concerns.
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In contrast, HDFC Bank Ltd demonstrated a relatively stable performance regarding both Gross and Net NPAs
throughout the study period. With an average Net NPA of approximately ¥2.37 billion, HDFC Bank maintained
a lower NPA presence compared to its counterparts. The maximum Net NPA of %4.55 billion, while showing
periods of increased asset quality challenges, remained within manageable limits. The bank's minimum Net NPA
of ¥468.95 million underscores its conservative risk assessment and lending practices, contributing to its

consistent asset quality performance.

ICICI Bank Ltd consistently held the highest average Gross and Net NPAs among the selected banks, indicating
a relatively higher level of non-performing assets throughout the years under scrutiny. The maximum Net NPA,
reaching ¥27.82 billion, revealed that ICICI Bank faced substantial challenges in managing asset quality, resulting
in considerable NPA increments at certain points. Nevertheless, the bank exhibited the ability to effectively
control NPA levels during specific periods, as evidenced by the minimum Net NPA of %2.23 billion. This

adaptability underscores ICICI Bank's commitment to deploying strategies for NPA mitigation.

In the comparative analysis, HDFC Bank's steady and lower average Net NPA showcased its robust risk
management practices and a conservative approach to lending. In contrast, Axis Bank's wide fluctuations in NPAs
highlighted the importance of adopting a more consistent approach to NPA management. ICICI Bank consistently
faced a higher presence of NPAs but displayed adaptability in controlling them during specific periods.

In conclusion, the management of NPAs remains a critical aspect of a bank’s financial stability. While each of
these banks confronted NPA-related challenges, HDFC Bank's stable performance, Axis Bank's adaptability, and
ICICI Bank's control efforts underscore the diverse strategies employed by these institutions. Achieving a holistic
understanding of the factors influencing NPAs, coupled with effective risk management, is essential for
maintaining stable asset quality within the dynamic banking landscape. Further research and analysis should delve
into the specific drivers of NPAs in each bank and their responses to economic and regulatory changes to enhance
the understanding of NPA management in the banking sector.
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