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Synopsis


Synopsis
The present is a “Study on the Non-performing Assets” undertaken at Bank of India. The study aims in analyzing the trend of NPA in Bank Of India from 2004 to 2007. Also a comparative study on the percentage of NPA and loan is done to assess the fluctuation in the level of NPA between various years.

For the study the researcher has collected the balance sheets of 4 years from 2004 to 2007. The researcher has used the tools trend analysis, index numbers, chain index and sector-wise calculations. 

The researcher has found that the NPAs have increased with increase in advances. Also it was found that there was a drastic fluctuation in the percentage of NPA throughout all the 4 years.  The researcher suggests that The properties of the willful defaulters must be confiscated or attached in order to realize the dues to the companies.
Thus this project on the analysis of NPA helps the researcher and the bank to understand how the Non-Performing Assets of the Bank can be reduced considerably so that it can attain maximum profit.
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              About Bank
CHAPTER-I

INTRODUCTION

Origin of the Bank
    Bank of India was founded on 7th September, 1906 by a group of eminent businessmen from Mumbai. The Bank was under private ownership and control till July 1969 when it was nationalized along with 13 other banks. 
Beginning with one office in Mumbai, with a paid-up capital of Rs.50lakh and 50 employees, the Bank has made a rapid growth over the years and blossomed into a mighty institution with a strong national presence and sizable international operations. In business volume, the Bank occupies a premier position among the nationalized banks. 

The Bank has 2644 branches in India spread over all states/ union territories including 93 specialized branches. These branches are controlled through 48 Zonal Offices. There are 24 branches/ offices (including three representative offices) abroad. 
The Bank came out with its maiden public issue in 1997. Total number of shareholders as on 30/09/2006 is 2,25,704. 

While firmly adhering to a policy of prudence and caution, the Bank has been in the forefront of introducing various innovative services and systems. Business has been conducted with the successful blend of traditional values and ethics and the most modern infrastructure. The Bank has been the first among the nationalized banks to establish a fully computerized branch and ATM facility at the Mahalaxmi Branch at Mumbai way back in 1989. The Bank is also a Founder Member of SWIFT in India. It pioneered the introduction of the Health Code System in 1982, for evaluating/ rating its credit portfolio. 

The Bank's association with the capital market goes back to 1921 when it entered into an agreement with the Bombay Stock Exchange (BSE) to manage the BSE Clearing House. It is an association that has blossomed into a joint venture with BSE, called the BOI Shareholding Ltd. to extend depository services to the stock broking community. Bank of India was the first Indian Bank to open a branch outside the country, at London, in 1946, and also the first to open a branch in Europe, Paris in 1974. The Bank has sizable presence abroad, with a network of 23 branches (including three representative offices) at key banking and financial centers viz. London, New York, Paris, Tokyo, Hong-Kong, and Singapore. The international business accounts for around 20.10% of Bank's total business. 

The Bank has a strong position in financing foreign trade. Over 270 branches provide export credit. The expertise in this area has enabled the Bank to achieve a leading position in providing export credit in certain areas like diamond export. 

The Bank has identified specialized target groups to develop core advantage for future growth. The Bank has specialized branches comprising of Corporate Banking Branches to undertake very large credit business, Overseas Branches specializing in Foreign Exchange Business, NRI Branches which specially cater to the requirements of Non-Resident Indians, Capital Market Branches which undertake all activities relating to capital market such as collection of applications, processing of refund orders, Merchant Banking etc. Commercial & Personal Banking Branches cater to the requirements of high net worth customers. Apart from this, the Bank also has specialized Branches for Asset Recovery, Small Scale Industries, Hi-tech Agriculture Finance, Lease Finance and Treasury.

To effectively meet the ever-growing challenges and competition, the Bank has made a good head-way in bringing about technological up gradation. MIS and critical functions of controlling offices have been computerized. At present, the operations at about 2618 branches are totally computerized. 26 branches operate in partially-computerized mode besides these 1019 branches and 31 extension counters are migrated to Core Banking Solution. New facilities such as, Tele banking, ATM & Signature Retrieval Systems have been introduced in a progressing manner to add value to services. Tele banking facilities with Fax on Demand facility, Remote Access Terminals for Corporate Customers are now available at many branches. The Bank has installed ATMs in Mumbai and other centre in the country. The Bank is a member of the RBI's VSAT Network and has installed 39 VSATs linking strategic branches/offices. The Bank is making a paradigm shift from branch automation to bank automation and is in the process of implementing a Multi-Branch Banking Project, which facilitates City-wise Connectivity of Computerized Branches. The Bank is in the process of installing BOINET, a Wide Area Network for providing a inter- and intra-city connectivity, as a part of enhancing its decision support system.

The Bank's corporate personality and philosophy are fully reflected in the emblem, which is a five-pronged Star -- a harmonious blend of traditional and the functional. The elongated prong pointing upwards, conveys the Bank's drive to achieve ascending goals. The Star is a beacon and guide to those in need of direction. 

Mission:
"To provide superior, proactive banking services to niche markets globally, while providing cost-effective, responsive services to others in our role as a development bank, and in so doing, meet the requirements of our stakeholders".

Vision:
 "To become the bank of choice for corporate, medium businesses and up market retail customers and to provide cost effective developmental banking for small business, mass market and rural markets”.

                         About 

Non-Performing assets

                            INTRODUCTION TO THE STUDY
         The high level of NPAs in financial institutions has been a matter of grave concern to the public as credit is the catalyst to the economic growth of the country. The problem of NPA is not only the problem of the lenders but also the borrowers. If the bottleneck in the smooth flow of credit then it is due to the increasing level of NPA. This will have an adverse effect on the economy. Effective management of NPAs therefore has assumed paramount importance. Management of NPAs involves the following three stages:

· Regular monitoring of the performance of each loan assets and its periodic reviews;

· Early identification of problems for the success of remedial action; and 

· Effective follow up recovery.

NON-PERFORMING ASSETS – DEFINITION:

 A Non Performing asset means an asset which does not yield any income /interest/ installment on principal for a period of 12 months. Formally Non- Performing asset in an amount under any of the credit facilities viz. Term loans, overdrafts, Cash credit Accounts, Bills purchased and discounted and other accounts in respect of which interest/installment of principal in arrears for two quarters during the accounting year. 

MEANING OF NPAs:

 A non-performing asset means

· An asset in respect of which, interest has remained overdue for a period of six months or more;

· A term loan inclusive of unpaid interest, when the installment is overdue for a period of six months or more or on which interest amount remained overdue for a period of six months or more;

· A demand or call loan, which remained overdue for a period of six months or more from the date of demand or call or on which interest amount remained overdue for a period of six months or more.

· A bill which remains overdue for a period of a six months or more

Asset Classification: 
   The RBI has issued guidelines to banks for classification of assets into four categories.

1. Standard assets: 
These are loans which do not have any problem are less risk.
2. Substandard assets: 
These are assets which come under the category of NPA for a period of less then 12 months.
3. Doubtful assets:
These are NPA exceeding 12 months
4. Loss assets: 
These NPA which are identified as unreliable by internal inspector of bank

or  auditors or by RBI.

CAUSES OF NPA:

The causes may attribute to either the borrower or the bank itself or may be due to factors beyond the control of both. Again these may be internal or external for either the borrower or the bank.

Causes attributable to borrowers:

Internal:

· Wrong/improper borrower identification.

· Incompetent management

· Poor locational choice

· Diversion of funds
External:

· Poor stake/contribution

· Poor inventory/receivable management

· Transport bottlenecks

· Adverse exchange fluctuations

· Non-availability
Causes attributable to banks
Internal:

· Poor pre-sanction appraisal

· Delayed decision making at operative level itself or due to multiplication of processing tiers.

· Delayed disbursements.

· Poor assessment of commercial viability.

· Lack of networking

External:

· Changes in regularity prescriptions causing change in norms for classifications.

· Long drawn legal processes for recovery of loan.

· Lack of exchange of information.

· Non-compliance or delay in compliance of terms of rehabilitation package by borrower.
Classification of assets of scheduled commercial bank.

Table1
	Assets 
	(Amount Rs.  crores)

	
	2001
	2002
	2003
	2004

	Standard assets
	494716
(88.6)
	609972
(89.6)
	709260
(91.2)
	837130
(92.8)

	Sub standard assets
	18206
(3.3)
	21382
(3.1)
	20078
(2.6)
	21026
(2.3)

	Doubtful assets
	37756
(6.8)
	41201
(6.1)
	39731
(5.1)
	36247
(4.36)

	Loss assets
	8001
(1.4)
	8370
(1.2)
	8971
(1.2)
	7625
(0.8)

	Total  NPA
	63963
(11.4)
	70953
(10.4)
	68780
(8.8)
	902027
(100)


Income recognition and provisioning 
       Income from NPA is not recognized on accrued basic but is booked as income only when, it is actually received. RBI has also tightened red the provisions norms against asset classification. It ranges from 0.25% to 100% from standard asset to loss asset respectively.

Gross and net NPA of different sector of bank 
Table2                                                                        (end of March 31) (in %) 

	category
	Gross NPA/ Gross Advance

	
	2001
	2002
	2003
	2004

	Public sector bank
	12.37
	11.09
	9.36
	7.79

	Private sector
	8.37
	9.64
	8.07
	5.84

	Foreign bank
	6.84
	5.38
	5.25
	4.62


Table3                                                                       (end of March 31) (in %) 

	category
	Net NPA / Net Advance

	
	2001
	2002
	2003
	2004

	Public sector bank
	6.74
	5.82
	4.53
	2.98

	Private sector
	2.27
	2.49
	2.32
	1.32

	Foreign bank
	1.82
	1.89
	1.76
	1.49


Source: http://www.indiamba.com/facuity.column/FC212/fc212.html.
The table II and III shows that the percentage of gross NPA/ gross advance and net NPA/ net advance are in a decreasing trend. This shows the sign of efficiency in public and private sector banks, but still if compared to foreign banks Indian private sector and public sector banks have a higher NPA.
Management of NPA

The table II&III shows that during initial sage the percentage of NPA was higher. This was due to show ineffective recovery of bank credit, lacuna in credit recovery system, inadequate legal provision etc. Various steps have been taken by the government to recover and reduce NPAs. Some of them are.

1. One time settlement / compromise scheme
2. Lok adalats
3. Debt Recovery Tribunals

4. Securitization and reconstruction of financial assets and enforcement of       Security Interest Act 2002.
5. Corporate Reconstruction Companies 
6.  Credit information on defaulters and role of credit information bureaus .

 Scope 


SCOPE

      The scope of the study is to evaluate the performance of the Bank Of India in managing NPA with the help of the data obtained for past five years i.e. 2001-2006. In order to find out the major contributory reasons for the NPA accounts of Bank are analyzed with the help of annual reports. The researcher has analyzed the percentage of various loans. An attempt to find out the impact of gross and net advances has been made influencing on the increase in NPAs.

         The study will help the Bank Of India to know their performance in managing NPA and to take necessary remedial action if any lack is found in their management.

                          Objectives &    Limitations

OBJECTIVES

· To analyze the trend of NPA in Bank Of India from 2004 to 2007.

· To examine the percentage of sub-standard, doubtful and loss assets of different types of loans.

· To suggest suitable measures to minimize the level of NPA in Bank Of India.
· To compare the percentage of NPA with the percentage of Loan.
LIMITATIONS

· The study is conferred only to Bank of India somayamayampalayam   and findings cannot be generalized to other Banks. 

· The study is based purely on secondary data. . 

· The study is restricted only to the period of five years 2004-2007.

   

Review of Literature
CHAPTER-II

REVIEW OF LITERATURE

      A literature review surveys scholarly articles, books and other sources (e.g. dissertations, conference proceedings) relevant to a particular issue, area of research, or theory, providing a description, summary, and critical evaluation of each work. The purpose is to offer an overview of significant literature published on a topic.

    Anantharam Iyar (1982)1 conducted a study on “Supervision and the management of Non Performing Advances” revealed that the management of NPAs involves three stages) Regular monitoring of the performance of each loan assets and the periodic review ii) Early identification of problem assets for the success of remedial action and iii) effective follow-up for recovery. The study also points out than an important aspect of management of NPAs is accountability, which is an essentiality for purpose of instituting a sense of responsibility in managers.

     Sanjay Kumar Arora and Rajat Khater (1983)2 have made a study on “Reforms, mounting NPA and depleting profits”. The study reveals the impact of NPA on profitability of banks and financial institutions; they have also suggested the following aspects to reduce NPA.

· The credit system of the banks and institutions needs to be moving comprehensive while processing the loan proposal. The technical, Financial and economic feasibility and management ability of the entrepreneur has to be assessed properly.

· The post sanction follow-up has to be strengthened to click the diversion misappropriation of funds.

· Monitoring of rehabilitated sick industries unit is most important part. It can prevent conversion of productive assets in to Non-productive assets.

· Merging of sick units with a healthy one many provide a strong management base a step can help healthy firm to claim in come tax benefits.

· The performance of NPAs should be reviewed periodically and prudently, whatever is the situation and decisions in such cases should be taken at the earliest.

     Angadi (1985)3 highlighted the extent of concentration of priority sector advances in general and agricultural advances in particular, in some selected states of India. A multiple regression technique, based on OLS (ordinary least square) method, was employed to assess the extent of the impact of explanatory variables on agriculture advances. The study revealed that degree of concentration both with respect to priority sector advances and agricultural advances in the selected states was less in 1979 as compared to those in the year 1969-70. The empirical evidence demonstrated that total cropped area and certain other socio-economic factors like extent of irritated and dry farms, use of chemicals and fertilizers have been the major factors responsible for unequal distribution of agriculture advances.

    Narasimham Committee (1992)4 coined a new definition of NPAs (Non-Performing Assets) that was in conformity with the international practice. In line with the Committee’s recommendations, the RBI advised banks in 1991-92 to classify their advances into four groups such as (i) standard assets; (ii) sub-standard assets; (iii) doubtful assets; and (iv) loss assets, and indicated that the advances classified under the last three groups were to be considered as NPAs (Non-Performing Assets).

          These reforms also sought to create a more level playing field among different ownership structure. Policies relating to interest rate, prudential norms and reserve requirement have been applied uniformly across banking groups; the main difference still in place concerns the priority sector credit requirements while the target for domestic banks is 40%, for foreign banks is 32%. On the accomplishment of the first stage, the second stage reforms paid more attention to strengthening the Indian banking system and enhancing its international competitiveness. Reform measures included further relaxation of policies implemented in the first stage; strengthening the institutional setting to reduce the high level of NPAs (Non-Performing Assets); further increasing capital adequacy requirements and prudential norms on asset classification and provisioning close to the international standards, and emphasizing the importance of modernization and technology upgrade.

     Sergio (1996)5 in his study of non-performing assets found evidence that, an increase in the riskness of loans assets is rooted in a bank’s lending policy adducing to relatively unselective and inadequate assessment of sectoral prospects. Interestingly, this study refuted that business cycle could be primary reason for bank’s NPLs(Non-Performing Loans). 

           The study emphasized that increase in bad debts as a consequence of recession alone is not empirically demonstrated. It was viewed that the bank firm relationship will thus; prove effective not so much because it overcomes informational symmetry but because it recoups certain canons of appraisal.

    Satyanarayana (1997)6 has discussed the feasible non-performing asset (NPA) levels of banks for capital account convertibility. It is observed that public sector in India may not be able to bring down their gross non-performance assets to 5 per cent as prescribed by Tarapore committee on capital account convertibility. It is argued that the prescribed level of 5 percent of non-performing assets defines the market logic on the one hand and ignores the limitations of working in very slow and very ineffective legal social and political climate of recovery on the other. It is observed, that whereas the strong banks and financial institutions exhibit confidence, moving towards internationally competitive levels of capital adequacy, profitability and adequate coverage of non-performance assets, the position of weak banks is precarious in this regard.

     Patel (2000)7  has highlighted the problem of bad loans and growing level of non-performing assets in the post-reform period. It was observed that supervisory authorities to adopt more effective lending practices At the same time it was also emphasized that corporate entities should be made more accountable through following more stringent and transparency practices and corporate governance principles. An efficient legal machinery, the larger number of debt Recovery Tribunals and Settlement Advisory Committees and Credit Information Bureau can prove effective in quick recoveries of dues.

     Nettime and Kuruba (2000)8 observed that the pace of reforms in banking sector in India is definitely encouraging and giving positive signals of structural changes in the financial sector. However, it was opined that the reforms would be successful only if the NPAs is reduced. In order to tackle the problem of NPAs there is need for legal reforms. It is the attitude and efficiency of the authorities, which have to go a long way in making the reforms operationally and functionally effective.

      Singh (2001)9 made an attempt to assess the impact of the reforms on the operational performance and efficiency of banks and institutions. The ratio analysis had been used as a major tool for assessing the performance of the selected agencies. The study revealed that total income as percentage of working funds and/ or total assets, and spread as a percentage of total income/ working funds/total advances/ total deposits have improved in the post-reform period in most of the agencies. Total income interest earned, other income, spread, total expenses, interest expended, operating expenses and establishment expenses are comparatively more consistent in post-reform period. The hypothesis that the profitability position has improved in post-reform period may be accepted to some extent. It was observed that the size of NPAs has also reduced to some extent and quality of service has improved in the post-reform period. The priority sector lending has registered a decline in the deregulation era.

The proper  management and disposition of impaired assets in one of the critical and complex tasks of successful and speedy financial restructuring. Successful asset management policies can facilitate bank restructuring by accelerating the resolution of non-performing assets and can promote corporate restructuring by accelerating the right incentives for voluntary debt restructuring was made by Caprio and klingebiel (2002)10.
      Non-performing assets of India’s public sector banks in terms of various indicators such as asset size, credit growth and macroeconomic condition and operating efficiency indicators was empirically examined by Das and Ghosh11 in 2003.

     Hergüner Bilgen Özeke (2004)12 has suggest the Asset Management Companies (AMCs) as one   way to deal the problem faced by banks financial institute with non-performing loans.    
       B. Sathish Kumar   (2005) 13 various studies have been conducted to analysis the reasons for NPA. What ever may be complete elimination of NPA is impossible. The reasons may be widely classified in two:

(1)Over hang component 
(2) Incremental component

Over hang component is due to the environment reasons, business cycle etc.
Incremental component may be due to internal bank management, credit policy, terms of credit etc.

        A study done by R.DHANUSKODI (2006) 14 a report submitted for[ Fourth International Conference on Ethiopian Economy – June 2006] has point out the the general reasons were assets becoming NPAs. A multiplicity of factor is responsible forever increasing size of NPAs in banks. A few prominent reasons for assets becoming NPAs are as under.

(Poor credit appraisal system




(Lack of proper monitoring

(Reckless advances to achieve the budgetary targets.

(There is no or lack of corporate culture in the Bank.  In adequate legal provisions on  Foreclosure  and bankruptcy.

(Change in economic policies/ environment.

(No transparent accounting policy and poor auditing practices.

(Lack of coordination between   banks.

(Directed   lending to certain  sectors.

(Failure on the part of the promoters to bring their portion of equity from their  own.
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Research         Methodology

CHAPTER-III

RESEARCH METHODOLOGY

     Research methodology is a way to systematically solve the research problem. It not only tells about the research methods used, but also considers the logic behind them. It involves steps that are generally adopted by a researcher in studying the research problem. It may be understood as a science of studying how research is done scientifically.

   RESEARCH DESIGN:

         The study is analytical in nature as it uses the information already available and analyses these to make a critical evaluation of the material.

   SOURCE OF DATA:

      Primary Data:

        Primary data was collected through discussions with the officers of the company and by observation.

     Secondary Data:

        Secondary data was collected from RBI circulars, RBI inspection reports, NPA records maintained by the company, books, journals, publications, newspapers etc.

PERIOD OF THE STUDY

 Data was collected from past four years 2004-2007.
TOOLS FOR ANALYSIS:

            Analysis is done using index number, chain index, trend analysis, tables, charts, and simple percentage analysis.

        The research methodologies have helped the researcher to have a brief overview of the study and to further continue the study in an effective manner.
Analysis & Interpretation

CHAPTER-IV
ANALYSIS AND INTERPRETATION

            The data, after collection has to be processed and analyzed in accordance with the objectives laid down processing implies editing, coding, classification and tabulation of collected data so that they are amenable to analysis. The term analysis refers to the computation of certain measures along with searching for patterns of relationship that exit among data groups. Thus the analysis of data in a general way involves a number of closely related operations, which are performed with the purpose of summarizing the collected data and organizing these in such a manner that they answer the research questions.

          Interpretation refers to the task of drawing inferences from the collection of data after an analytical or experimental study. The usefulness and utility of research findings lie in proper interpretation.

DETAILS OF NPA YEAR WISE

     Assets are of two kinds, Performing and Non-Performing Asset. As per the directives of RBI, if the customers do not pay the Principal amount for the loan lent, within 181 days, it is considered as Non-Performing Asset.   The increase in non-performing assets of the bank means low recoveries, poor monitoring and lack of motivation.

	YEAR
	NPA

	2004
	48944739

	2005
	90573703

	2006
	150328339

	2007
	196190321




These are the NPAs for the past four years that were taken for the study. It shows that there is an increase in the percentage of NPA with the percentage of increase being 8% (approx) for the year 2004-05, 12 % (approx) for the year 2005-06 and 10 % (approx) in the year 2006-07.

DETAILS OF NPA YEAR WISE
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CONSTRUCTION OF INDEX NUMBER

      The index numbers enable to analyze changes in period of the study. The simple index numbers enable to compare changes in period of the study. The change in percentage level will forecast changes in future period.

Table no: 1

	Year
	NPA
	Index number

	2004
	48944739
	100

	2005
	90573703
	185

	2006
	150328339
	307

	2007
	196190321
	400


     During the year 2005 the NPA was increased by 85 and by 2006 it showed an increase of 122. Finally in 2007 the increase was by 93. This shows the vast increase in NPA in the consecutive years. The increasing rate of NPAs is due change in economic policies/ environment, lack of proper monitoring.

CONSTRUCTION OF INDEX NUMBER

CHART NO: 1
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CONSTRUCTION OF CHAIN INDICES

          A chain indexes that link up different fixed-base indices to obtain a long comparable series. Comparisons are made in the current period with immediately preceding period. Such changes do not require the recalculation of the entire series.
Table no: 2

	YEAR
	NPA
	INDEX NUMBER
	CHAIN INDICES

	2004
	48944739
	100
	100

	2005
	90573703
	185
	185

	2006
	150328339
	307
	567

	2007
	196190321
	400
	1228


        In chain indices the percentage increased for every year like the index number with base year can be determined. From 2005 there is an increasing rate due to lack of supervision in the branches. In the period of study, there is an increasing rate in the NPA percentage.

CONSTRUCTION OF CHAIN INDICES
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CONSTRUCTION OF TREND ANALYSIS

     Trend analysis has been used to find the growth rate or rate of change for the period of study. Any increase or decrease on the trend and average of this analysis has been interpreted as an upward or downward trend.

Table no: 3

	YEAR
	NPA

	2004
	48944739

	2005
	90573703

	2006
	150328339

	2007
	196190321


          The first two years average=48944739+90573703/2=69759221

         The last two years average=150328339+196190321/2=173259330

        NPA shows an increasing trend. The average NPA for first two years i.e. 2004&2005 is Rs.69759221 crores and the average NPA for next two years i.e. 2006&2007 is Rs.173259330 crores. This shows that there is a wide gap. The actual data for NPAs are closer to the trend; therefore increased values have to be taken into consideration to reduce NPAs.

CONSTRUCTION OF TREND ANALYSIS

CHART NO: 3
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SECTOR WISE CALCULATIONS USING TREND ANALYSIS

PRIORITY SECTOR- STANDARD ASSET
     The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise .The table no: 4 denotes the standard assets one of the classification of NPA for priority sector.

                                                     Table No: 4

	Year
	Priority sector
	 Trend

	2004
	23297653
	100

	2005
	58471352
	251

	2006
	103967774
	446

	2007
	131417878
	564


         Here 2004 is taken as a base year and the trend is calculated. The trend shows an increase in the following years. For the year 2005 it was increased by 151 and for 2006 it shows as 446 and 564 as in 2007.it shows the lack of monitoring by the bank.

SECTOR WISE CALCULATIONS USING TREND               ANALYSIS PRIORITY SECTOR- STANDARD ASSET
CHART NO: 4
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PUBLIC SECTOR- STANDARD ASSET

The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise .The table no: 4(a) denotes the standard assets one of the classification of NPA for public sector.

                                                        Table no: 4(A)

	Year
	Public sector
	Trend

	2004
	15881283
	100

	2005
	24062691
	152

	2006
	36347583
	229

	2007
	53905316
	339


   This tables shows that there is gradual increase in NPA of the bank by 52% in   2005 and 129 by 2006 and 229 in 2007 for the public sector of standard asset.

PUBLIC SECTOR- STANDARD ASSET

CHART NO: 4(A)
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INTEREST ADVANCE TO STAFF- STANDARD ASSET

   The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise .The table no: 4(B) denotes the standard assets one of the classification of NPA for interest advance to staff members.

                                                        Table no: 4(B)

	Year
	Int.adv to staff
	Trend

	2004
	7982401
	100

	2005
	7207666
	90

	2006
	8207521
	103

	2007
	8562763
	107


Base year=2004

      In this table the trend line shows there is a decrease in the year 2005 by 10% and it was slightly increased by 3% and 7% in other two years.

INTEREST ADVANCE TO STAFF- STANDARD ASSET

CHART NO: 4(B)
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PRIORITY SECTOR- SUB-STANDARD ASSET

         The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise .the table no: 5 denotes the sub- standard assets one of the classification of NPA for priority sector.

                                                 Table No: 5

	Year
	Priority sector
	Trend

	2004
	674819
	100

	2005
	87042
	12.8

	2006
	896011
	132

	2007
	167455
	24.8


     Here in this table the trend line shows the variations as it was decreased by 87.2% in the year 2005 and it is increased suddenly by 32% compare to base year and decreased by 74.2%in 2007.

PRIORITY SECTOR- SUB-STANDARD ASSET

CHART NO: 5
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PUBLIC SECTOR- SUB-STANDARD ASSET

         The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise. The table no: 5(A) denotes the sub- standard assets one of the classification of NPA for public sector.
                                                        Table no: 5(A)

	Year
	Public sector
	Trend

	2004
	346191
	100

	2005
	219879
	63.5

	2006
	491405
	141

	2007
	428075
	123


     This table shows the variation in the trend line as in the year 2005 it was decreased 36.5% and it is suddenly increased by 41% compare to base year and it again decreased by 18% compare to 2006.

PUBLIC SECTOR- SUB-STANDARD ASSET

CHART NO: 5(A)
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PRIORITY SECTOR- DOUBTFUL ASSET

     The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise .The table no: 6 denotes the doubtful assets one of the classification of NPA for priority sector.

Table No: 6

	Year
	Priority sector
	Trend

	2004
	535420
	100

	2005
	246140
	45.9

	2006
	122694
	22.9

	2007
	109206
	20.3


       Here in this table the NPA was maintained in better manner i.e. compare to base year the trend was gradually decreased for the other years as 45.9%in 2005, 22.9 in 2006 and 20.3 in 2007.

PRIORITY SECTOR- DOUBTFUL ASSET

CHART NO: 6
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PUBLIC SECTOR- DOUBTFUL ASSET

     The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise .The table no: 6(A) denotes the doubtful assets one of the classification of NPA for public sector.

                                                        Table no: 6(A)

	Year
	Public sector
	Trend

	2004
	118238
	100

	2005
	278921
	235

	2006
	173432
	146.6

	2007
	92522
	78.2


     This table denotes that compare to the base year trend line was increased by 235 and it again decreased to 146.6 to the pervious year and at last it shows the line as 78.2%.

PUBLIC SECTOR- DOUBTFUL ASSET

CHART NO: 6(A)
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PRIORITY SECTOR- LOSS ASSET

        The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise .the table no: 7 denotes the loss assets one of the classification of NPA for priority sector.

Table No: 7

	Year
	Priority sector
	Trend

	2004
	-
	-

	2005
	-
	-

	2006
	90667
	100

	2007
	-
	-


         In this table only on 2006 the bank has produced loan to priority sector for Rs.90667 and it is taken as base year.

PRIORITY SECTOR- LOSS ASSET

CHART NO: 7
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PUBLIC SECTOR- LOSS ASSET

        The trend analysis is used to find the growth factor of NPA in the bank according to different sector wise .The table no: 7(A) denotes the loss assets one of the classification of NPA for public sector.

Table no: 7(A)

	Year
	Public sector
	Trend

	2004
	108732
	100

	2005
	-
	-

	2006
	31251
	28.7

	2007
	-
	-


         This table denotes the trend line in the year 2006 as 28.7 which shows the decrease value compare to the base year.
PUBLIC SECTOR- LOSS ASSET

CHART NO: 7(A)

Comparative study on the percentage of NPA and Loan
By comparing the percentage of NPA and loan it is possible to find out if there is any difference in the NPA percentage over the years.

Table 8

	Year
	Loan
	%
	NPA
	%

	2004
	38591525
	8.13
	48944739
	10

	2005
	90180205
	19.01
	70573703
	18.64

	2006


	195797895
	41.7
	150328339
	30.9



	2007
	149822096
	31.58
	196190321
	40.3




In the years 2004 and 2007 it is found that the percentage of NPA has increased by 2% and 9% (approximately) in comparison to the percentage of loan given. Where as in the years 2005 and 2006 it is found that there is steady decline in  percentage of NPA by 1% and 11%(approximately)in comparison with that of the loan percentage.

Comparative study on the percentage of NPA and Loan
Chart 8
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Summary

Findings

FINDINGS

      The following are the brief presentation of the major findings of the study, which were made after careful analysis of the collected data.

· The trend analysis clearly shows high variations in growth of NPA during the study period. NPAs have increased proportionately with the increase in advances. Hence the bank should take measures to overcome the problem of NPA.

· The trend analysis of net NPA is fluctuating drastically throughout the all 4 years. The bank should streamline the growth of NPAs. It indicates that they are not following norms in granting loans. The bank should follow proper guidelines to lend loans there by fluctuations in NPA can be reduced.

· The sector wise classifications of NPA of the bank indicates the proportion of priority sector of standard asset shows trend line  ranges between 100 to 564 .

·  The proportion of public sector of standard asset shows trend line ranges from 152 in 2005 and it goes to 339 in 2007.
· It has been found that the percentage of NPA in comparison with the percentage of loan is fluctuating year to year. There was an increase in 2004 (2 %) and 2007 (9 %) with a steady decrease in the years 2005(1 %) and 2006 (11%) respectively.
Suggestions


SUGGESTIONS

     The soft measures taken by the RBI are not sufficient to reduce the NPAs. The following suggestions will enable company to reduce their NPAs, if implemented by the government of India and RBI concertedly.

· The properties of the willful defaulters must be confiscated or attached in order to realize the dues to the companies.

· Suitable amendments to the existing laws must be made to enable the institutions to initiate legal proceedings against the willful defaulter’s e.g... Indian Penal Code, Criminal Procedure Code, Civil Procedure Code, India Evidence Act, Hindu8 Laws, Constitution of India, etc, be amended with a view to impose heavy penalty and/ or punishment on defaulters.

· A list of big defaulters should be prepared separately and the company must due publicity to them in print and electronic media along with their photographs, and the same can be sent to all police stations.

· The politicians-cum-defaulters must be imposed at least 10 times higher penalty, fine and imprisonment than ordinary defaulters. This will enhance the credibility as well as the ethical values in the society. For this, the existing laws in the society. For this, the existing laws must suitably be amended.

· Many people including defaulters are transferring their assets and proper ties (but not liabilities) in the name of their female family members preferably spouses and daughters. Hence, the concept of ‘streedhan’ must be reviewed and suitable amendments must be to Hindu Laws to enable the banks and institutions to recover the dues from the defaulters.

· The defaulters should be kept at an arms length in entering the politics at various levels including for bidding them in participating the elections (which include, Panchayat, assembly, Parliament, other local bodies, etc.). Those who are already in the politics must be treated like tax evaders and the company must initiate legal proceedings-both civil and criminal-against them.

· In case of institutional defaulters (like firms, companies, trusts, societies etc.), all the member of their respective Boards must be booked under various civil as well as criminal laws of the country. They must be imposed at least 10 times higher penalty, fees and imprisonment than ordinary defaulters. The property and assets of all the members of the Board of institutional defaulters must be attached or confiscated and realize the dues. The existing laws can be amended suitably in this regard.

· Fast-track courts must be established to nab the corporate criminal’s especially institutional defaulters in the criminal courts.
· The bank should take measures to avoid the fluctuation in the percentage of NPA in comparison with that of the loan so that it can reduce its amount of NPA.

Conclusion
CONCLUSION

           The Banking sector  have already realized that a strong capital ratio by itself may not ensure future profitability, which depends significantly on the quality of assets. An improvement in asset quality is fundamental to strengthening the working of company and improving their financial viability. Keeping in mind this view, the RBI initiated a serious of measures to reduce the NPAs and still, a lot of measures have to be taken in the coming years. The RBI, the government of India, the commercial banks, must be concertedly initiate steps to recover the dues to company both from the individual as well as institutional defaulters at earlier possible. Unless the laws of the land become strict, the growth in the defaulters will be continued, which in turn, causes the growth of Non-Performing assets.
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