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1. Introduction 
Banking sector plays a vital role in the process of financial intermediation in the Indian economy. They are the 

main channels of monetary policy transmission, credit delivery and payment system. In fact the solvency and 

sound health of the banking system is an important determinant of the overall rate of economic growth and 

financial stability. 

Financial health of the banks in turn depends upon an important prudential indicator viz., Non –Performing 

Assets (NPAs). Besides assets quality, NPAs also reflects the efficiency of the credit risk management policy of 

the banks and also indicates efficacy the allocation of scarce financial resources. 

There is a near unanimity in the literature that asset quality is a critical determinant of sound functioning of 

the banking system. NPAs affect the operational efficiency, which in turn affects profitability, liquidity and 

solvency position of banks (Michael, et al, 2006). The consequences of NPAs would be reduction in interest 

income, high level of provisioning, stress on profitability ,and increased pressure on net interest margin (NIM) 

thereby reducing competitiveness, steady erosion of capital resources and increased difficulty in augmenting 

capital resources (Batra, 2003).  

Asset quality problems are contagious and insidious and they may affect weak banks more seriously. This is 

because loan losses may gradually erode earning, capital and liquidity of banks. Moreover it is very difficult to 

identify that there is problem of deterioration in asset quality in early stages. Further vulnerable weak banks 

with a small capital base may find it difficult to absorb the unexpected loan losses. 

NPAs generate a vicious cycle of effects on the sustainability and growth of the banking system, and if not 

managed properly could lead to bank failures. Empirical evidence indicates a relationship between bank failures 

and higher NPAs worldwide (Chijoriga, 2000 and Dash, et al, 2010).The links between financial crises and bank 

funding may be strongest during banking crises. Such crises tend to arise primarily from deteriorating economic 

fundamentals, notably declines in asset quality (Borio and Lowe, 2002). The issue is of particular importance 

after the recent global financial crisis and the failure of some large institutions and bailouts that followed. In the 

Indian context also empirical research suggests that asset quality is one of the main determining factors of 

credit, besides deposits and lending interest rate (RBI, RCF, 2006-08). 

Indian banking sector has witnessed significant changes over last two decades in terms of credit pricing and 

credit products. With more freedom for business operations and increase in the number of private and foreign 

banks the Indian credit market has become highly competitive. The rapid credit expansion particularly during 

last decade was encouraged by better asset quality which in fact is an indicator of the financial deepening of 

process.  

In the period immediately following the global financial crisis, when asset quality of banks in most advanced 

and emerging economies was impaired, the asset quality of Indian banks was largely maintained (RBI AR 2011-

2012). Nevertheless in the recent years, particularly since 2012 concerns regarding impairment in asset quality 

of Indian banks have come to the fore. A significant rise in NPAs of the banking system, especially Public 

Sector Banks (PSBs) is a matter of serious concern both for the Reserve Bank of India and the Government. The 

general refrain of the PSBs is that they operate under constraints, are vulnerable to political pressures and are 

not on equal footing with their private sector counterparts. Against this backdrop this paper attempts to 

undertake an analysis of asset quality of Public Sector Banks during 2001-2013. 

 

1.1 Objectives of the Study 

 The study is based on the following objectives: 

 To compare the trend in the asset quality of PSBs in the pre-crisis and post crisis period. 

 To gauge the extent of slippages in asset quality of PSBs. 

 To bring out the trends in restructuring of loan and advances of PSBs. 

 To identify the best PSB in terms of asset quality. 

 

1.2 Data Used and Methodology 

The papers is based on secondary data collected from the Publications of the RBI through its website. Data has 

been collected for 26 public sector banks, which include 6 banks of State Bank of India group and 19 

Nationalised banks. Apart from percentage analysis, ratios such as Gross NPAs ratio, Net NPAs ratio, Slippage 

ratio, Impaired Asset Ratio, and Profit to Gross NPA Ratio (PGN) are used.  
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2. Asset Quality of PSBs 
In this section the researcher has analysed the trend in the asset quality of PSBs under the following headings; 

 Trends in NPAs 

 Trends in Slippages 

 Trends in Restructuring 

 

2.1 Trends in NPAs 

The introduction of prudential norms resulted in a significant rise in the NPA levels of banks during the early 

1990s . Gross NPAs as a percentage of gross advances stood at 19.1 per cent as on March 1994.There after the 

ratio progressively declined during the period when the structural reforms were implemented and also through 

the “boom” years leading up to the global financial crisis. The reduction of NPA levels could be attributed to 

several factors, including 

 Introduction of prudential norms for asset quality and other regulatory initiatives in the 1990swhich 

encouraged improved risk management in banks contributing to improvement in asset quality. 

 As interest rates were falling, banks garnered substantial treasury profits which were utilized for 

writing off NPA accounts. 

 Overall good performance of the economy and concomitant rise in credit growth; 

 Abundant liquidity conditions; 

 Increased restructuring, etc..( K.C.Chakrabarthy 2013) 

The PSBs dominated the banking business in the country. In 1990-91, they accounted for as much as 91 per 

cent of the total assets, Indians Private Sector Banks with 3 per cent and Foreign Banks with 6 Per cent. After 

entry of a number of new Private Indian Banks in the mid 1990 s , the Indian Banking Industry was continued to 

be dominated by the PSBs. At the end 2000-2001, PSBs accounted for a little under 80 per cent of total assets 

with Indian Private Sector Banks with over 12 per cent and Foreign Bank with 8 per cent.( Chaudhuri, Saumitra 

2002) . whereas at end March 2013, the PSBs accounted for about 72.7 per cent of the total assets in the Indian 

Banking Industry with 20.8 per cent with Private Banks and 6.5 per cent with Foreign Banks.( RBI report on 

current Trends and Progress of Banking 2012-13). 

The classification of advances as per the newly introduced “prudential norms” enabled a proper assessment of 

the extent level of NPAs in the Indian banking system for the first time. Asset quality in the banking system has 

deteriorated in the post-crisis years and among banks groups, PSBs had the highest level of stress in terms of 

NPAs. 

Table 1 presents the trends in the gross NPAs of PSBs. An analysis of the trend points out thatGross NPAs of 

PSBs have grown by 3 times during the period of study. The average volume of GNPAs of PSBs is Rs. 647.99 

billion.  

On March 31, 2002 the total of Gross NPAs in PSBs was Rs.564.73 billion i.e.11.1 per cent of gross advances 

and 4.9 per cent of total assets. Thereafter the gross NPAs had shown a decreasing trend and reached to level of 

Rs.389.68 billion at the end of March 2007. But the trend reversed after 2008 when NPAs rose significantly. 

NPAs increased most in between the years 2009-2012, as the gross NPAs increased from Rs.449.57 billion in 

2009 to Rs.1124.89 billion in 2011-2012 and further to Rs.1644.62 billion in 2012-2013. 

Accretion to NPAs is a critical indicator of efficiency in credit risk management. Banks need to bring down 

fresh additions to NPAs to improve the quality of their asset portfolio. There is a sizable increase in the volume 

of incremental Gross NPAs of PSBs i.e. from Rs.18.01 billion in 2002 to Rs.519.73 billion in 2013, a rise of 29 

times. In consonance with the trends in gross NPAs, the accretions to NPAs was considerably curtailed during 

the period 2003-2007, but increased significantly thereafter. The incremental NPAs remained negative in most 

of the years prior to the year 2008. A sharp decline in incremental NPAs reflected significant improvement in 

credit appraisal, improved risk management and better resource allocation process (RBI, RCF, 2007) 

 Table 1 also indicates the trends in the proportion of GNPAs in gross advances and the proportion of 

GNPAs in the total assets of the PSBs. GNPAs as percentage of gross advances of PSBs dropped to 2.6 per cent 

in 2013 from 12.4 per cent in 2001.Year wise figures are declining in all years of the study period except in 

2010, 2011 and 2012.Similar trends are witnessed in case of GNPAs as a percentage of total assets except in 

2013 in which the share has registered an increase. 

A closer scrutiny of the trends in the asset quality of PSBs reveals that there is a sharp decline in the growth of 

gross NPAs till 2007.As a result of various reform measures, there was significant improvement in the asset 

quality of PSBs partly as a result of expansion of loan volume and party on account of write-offs and recovery 

of past dues.  
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Table 1Gross NPAs of PSBs 

Year 

Gross NPAs 

(Amount 

Rs. In 

billion) 

Incremental Gross 

NPAs 

Growth 

rate 

(in per 

cent) 

Gross NPAs as 

percentage of Gross 

Advances 

Gross NPAs as percentage of 

Total Assets 

2001 546.72 - - 12.4 5.3 

2002 564.73 18.01 3.29 11.1 4.9 

2003 540.90 -23.83 -4.21 9.4 4.2 

2004 515.37 -25.53 -4.71 7.8 3.5 

2005 483.99 -31.38 -6.08 5.5 2.7 

2006 413.58 -70.41 -14.54 3.6 2.1 

2007 389.68 -23.9 -5.77 2.7 1.6 

2008 404.52 14.84 3.80 2.2 1.3 

2009 449.57 45.05 11.13 2.0 1.2 

2010 599.26 149.69 33.29 2.2 1.3 

2011 746.00 146.74 24.48 2.4 1.4 

2012 1124.89 378.89 50.78 3.2 1.9 

2013 1644.62 519.73 46.20 2.6 2.4 

Average 647.99 84.45 10.589 5.16 2.6 

Source: Report on Trend and Progress of Banking in India ,RBI 2001-2013 

 

During 2008 -2013 GNPAs of PSBs had shown an upward movement. The rising NPA scan be attributed to 

the effects of the global recession coupled with internal factors like the slowdown in the domestic economy 

which had adversely affected the performance of corporate as well as small and medium enterprise leading to a 

negative impact on credit quality. The asset quality of PSBs aggravated in comparison to private sector banks as 

big ticket corporate loans form a larger share of the credit portfolio for PSBs Table (2)shows that thirty 

companies together owed Rs.16,877 crore as on September 30,2013 to PSBs. 

Another reason for sudden rise in gross NPAs of PSBs was reported to be on account of a shift to a system 

based recognition of NPAs from a manual one Prior to this the computation for most banks was worked out 

manually at branch level and was therefore subject to discretion of managers. 

The RBI in its Financial Stability Report , December 2013 has indentified five sectors – Infrastructure, Iron 

and Steel, Textiles , Aviation, and Mining – as a stressed sectors. PSBs have high exposures to the industry 

sector in general and to such stressed sectors in particular as given in Table (3). Increase in NPAs of banks is 

mainly accounted for by switchover to system based identification of NPAs by PSBs. Slowdown of economic 

growth, and aggressive lending by banks in the past, especially during good times. 

 
Table 2 Details of Top 30 Suit Filed Accounts of PSBs as on September 2013(Rs. In Crore) 

S. No Name of the Company Outstanding as on 30.09.2013 

1.  Kingfisher Airlines Ltd 3782.16 

2.  Zoom Developers (p) Ltd 2267.61 

3.  Surya Pharmaceutical Ltd 900.99 

4.  Pixon Media Pvt Ltd 570.34 

5.  Stol Ltd 535.58 

6.  Century Communication Ltd 525.48 

7.  Nafed 518.56 

8.  XL Energy Ltd 510.23 

9.  Biotor Industries Ltd 479.97 

10.  Deccan Chronicle Holdings Ltd 476.55 

11.  Kemrock Industries &Expo 445.05 

12.  Varun Industries Ltd 427.91 

13.  MaheshwaryIspat Ltd 373.65 

14.  JB Diamnonds Ltd 366.58 

15.  TeleData Informatics Ltd 356.93 

16.  Electrotherm(India) Limited 352.88 

17.  MBS Jewellers (p) Ltd 331.76 

18.  RajtPharmaChem Ltd 327.50 



International Conference on Management and Information Systems  September 23-24, 2016 

ISBN 978-1-943295-04-3 143 

19.  Vishal Exports Overseas Ltd 300.83 

20.  Sri lalitha cement Industries Ltd 290.26 

21.  Surya Vinayak Industries Ltd 284.42 

22.  Mahua Media (p) Ltd 281.23 

23.  Prime Impex Limited 278.54 

24.  RR Info Park Pvt Ltd 269.31 

25.  Euro Ceramics Ltd 266.05 

26.  Ankur Drugs and Pharma Ltd 265.68 

27.  Kerala State Cashew Dev.Corp.Ltd 264.19 

28.  Ramswarup industries Ltd 247.03 

29.  Ind Synergy Ltd 238.55 

Grand Total of Top 30 Suit Filed Accounts 16877.26 

Source: Report on Trend and Progress of Banking in India, RBI 2001-2013 

  
Table 3 Major Contributor to Stressed Advances of PSBs 

Source: Report on Trend and Progress of Banking in India ,RBI 2001-2013 

  
Table 4 Share of PSBs in the Total GNPAs of the System 

Year 

PSBs OPSBs NPBs FBs All Banks 

GNPA 

(Rs in 

Crore) 

Per cent 

to Total 

GNPAs 

GNPA 

(Rs in 

Crore) 

Per cent to 

Total 

GNPAs 

GNPA 

(Rs in 

Crore) 

Per cent to 

Total 

GNPAs 

GNPA 

(Rs in 

Crore) 

Per cent to 

Total 

GNPAs 

GNPA 

(Rs in 

Crore) 

2001 54672 - Avg - - - - - - - 

2002 56473 79.6 

 

 

4635 6.5 7032 9.9 2780 3.9 70954 

2003 54090 75.4 4308 6.2 7490 14.2 2894 4.2 68781 

2004 51537 79.4 4392 6.8 5951 9.2 3013 4.6 64897 

2005 48399 81.1 4201 7.2 4566 7.8 2321 4.0 58709 

2006 41358 80.8 3740 7.3 4032 7.9 2057 4.0 51199 

2007 38968 76.6 2969 5.9 6271 12.5 2419 4.9 50513 

2008 40452 71.1 2557 4.6 10428 18.7 3080 5.6 56522 

2009 44957 64.5 3072 4.5 13900 20.3 7293 10.7 69293 

2010 59926 70.8 3622 4.3 13985 16.5 7126 8.4 84661 

2011 74600 76.3 3695 3.8 14495 14.8 5061 5.2 97920 

2012 112489 82.6 4200 3.0 14297 10.1 6288 4.4 142054 

2013 164462 84.8 5210 2.8 15552 8.0 7970 4.3 193200 

Average 64799 76.9 3884 5.24 9833 12.4 4502 5.4 84059 

Source: Report on Trend and Progress of Banking in India of RBI 2001-2013 

 

Sector  Mar-09 Mar-10 Mar-11 Mar-12 Mar-13 Sep-13 

 

Infrastructure 

Share in Total Advances 9.5 11.8 13.5 13.2 14.5 
14.7 

 

Share in Total Stressed Advances 8.3 8.8 8.4 21.2 27.6 
30.3 

 

Iron & Steel 
Share in Total Advances 3.9 4.1 4.4 4.6 4.9 4.7 

Share in Total Stressed Advances 5.1 7.8 7.7 6.7 8.1 9.2 

Textiles 
Share in Total Advances 3.8 3.8 3.8 3.4 3.7 3.4 

Share in Total Stressed Advances 9.0 11.6 12.2 8.9 7.4 7.4 

Aviation 
Share in Total Advances 0.9 1.0 0.9 0.7 0.5 0.5 

Share in Total Stressed Advances 0.1 1.1 1.8 0.3 3.5 3.5 

Mining 
Share in Total Advances 0.5 0.0 0.7 0.7 0.7 0.0 

Share in Total Stressed Advances 0.3 0.2 0.4 0.4 0.5 0.8 

Total of these Sectors 
Share in Total Advances 18.0 21.3 23.3 22.0 24.2 23.9 

Share in Total Stressed Advances 23.8 29.5 30.5 43.3 47.2 51.1 
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2.1.1 Share of PSBs in the Total GNPA of the System 

PSBs share a disproportionate and increasing burden in case of NPAs among the bank groups (i.e., share in 

gross NPAs as compared to share in advances). The share of PSBs in gross NPAs has increased over the last 

decade and particularly since 2009 (Table 4) .NPAs of PSBs accounted for 85 per cent of the NPAs of the 

banking system in 2013 as compared to 75 per cent in 2003. During this period the PSB’s share in total bank 

credit increased only marginally, from 74 per cent to 76 per cent. This is in sharp contrast to the performance of 

the other segments of the banking system especially the new private sector banks, whose share in NPAs has 

fallen from over 14 per cent in 2003 to 8 per cent in 2013. 

In consonance with their share in total gross advances, public sector banks on an average, account for more 

than three fourth of theshare in total NPAs (76.9 per cent) followed by New private sector banks (12.4 per 

cent),foreign banks (5.4 per cent)and Old private sector banks (5.24 per cent). However, the share pattern in 

NPAs is distinct when viewed separately in the pre and post crises period. The average share of public sector 

banks in total NPAs has declined during the post crisis period (73 per cent), as compared to the pre-crisis period 

(79 per cent). Similarly the old private sector banks account for lesser NPAs during the post crisis period ( 4 per 

cent) compared with the pre-crisis period (7 per cent). However, the share of new private sector banks and 

foreign banks has gone up significantly in the post crisis period from over 10 per cent to 16 per cent and from 

over 4 per cent to 7 per cent respectively. 

 

2.1.2 Net NPAs of PSBs 

Net NPAs indicate the difference between Gross NPAs and the amount of funds set aside as provisions for 

NPAs. They signify the extent of precautions taken by banks for managing the consequences of a risingvolume 

of NPAs. Table 5 unfurls the trend in the Net NPAs of PSBs during the study period. 

 
Table 5 Net NPAs of PSBs 

Year 

Net NPAs 

(Amount Rs. In 

billion) 

Incremental Net 

NPAs 

Growth 

Rate 

(in per 

cent) 

Net NPAs as 

percentage of Net 

Advances 

 

Net NPAs as percentage of 

Total Assets 

2001 279.77 - - 6.7 2.7 

2002 279.58 -0.19 -0.06 5.8 2.4 

2003 248.77 -30.81 -11.02 4.5 1.9 

2004 193.35 -55.42 -22.27 3.1 1.3 

2005 169.04 -24.31 -12.57 2.1 1.0 

2006 145.66 -23.38 -13.83 1.3 0.7 

2007 151.45 5.79 3.97 1.1 0.6 

2008 178.36 26.91 17.76 1.0 0.6 

2009 211.55 33.19 18.60 -0.9 0.6 

2010 293.75 82.2 38.85 1.1 0.7 

2011 360.00 66.25 22.55 1.2 0.7 

2012 593.00 233 64.72 1.5 1.0 

2013 900.00 370 51.77 2.0 1.3 

Average 308.02 47.71 12.19 2.34 1.19 

 Source: Report on Trend and Progress of Banking in India , RBI 2001-2013 

 

Net NPAs of PSBs have grown by 3.21 times. This is in consonance with the growth in the volume of Gross 

NPAs which has also risen by 3 times during the study period Year wise growths are negative till 2006. The 

growth of Net NPAs is the highest in 2012 (64.72 per cent) 

Net NPA ratio (Net NPAs expressed as a percentage of net advances) of PSBs has dropped significantly 

during the study period. It has gone down to 2 per cent from 6.7 per cent. Similarly Net NPAs as a percentage of 

total assets of PSBs is on the declining trend during the study period. i.e., from 2.7 per cent to 1.3 per cent. 

These movements in the different dimensions of Net NPAs point out the efforts by PSBs to improve the quality 

of assets. 

 

2.1.3 Net NPAs of PSBs v s other Segments of the Industry 

Table 6 brings out the comparative trends in the Net NPAs of different bank groups during the study period. 

PSBs have the second highest average Net NPA ratio of 2.34 per cent, next only to Old Private Sector Banks 

with a figure of 2.52 per cent. PSBs outperform the Old Private Sector Banks with lower NPA ratios till 2006 

and 2009. NPA ratios of PSBs are better than that of New Private Sector Banks during 2003, 2008 and 2009. 

But Foreign Banks outperform PSBs with lower Net NPA ratio in all years of the study period except 2009 and 
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2010. In short bank group wise trends show divergence in terms of Net NPA ratios which can be summed up as 

follows 

 Till 2003- variation between NPA ratio of PSBs and other bank groups. 

 2003-06 – NPA ratios of all bank groups moved in tandem. 

 2007-09 – NPA ratios begin to decouple. 

 After 2009 gap between PSBs and other bank groups started rising. 
 

Table 6 Net NPAs of PSBs Vs Other Segments of the Industry 

Year 
All Banks 

(in percent) 

PSBs 

(in percent) 

OPBs 

(in percent) 

NPBs 

(in percent) 

FBs 

(in percent) 

2001 6.3 6.7 6.7 3.2 1.7 

2002 5.5 5.8 7.1 5.0 1.9 

2003 4.4 4.5 5.4 4.7 1.8 

2004 2.8 3.1 3.8 2.4 1.5 

2005 2.0 2.1 2.7 1.5 0.9 

2006 1.2 1.3 1.7 0.8 0.8 

2007 1.0 1.1 1.0 1.0 0.7 

2008 1.0 1.0 0.7 1.2 0.8 

2009 1.1 -0.9 0.9 1.4 1.8 

2010 1.1 1.1 0.8 1.1 1.8 

2011 1.0 1.2 0.6 0.6 0.7 

2012 1.3 1.5 0.6 0.4 0.6 

2013 1.6 2.0 0.8 0.5 1.0 

Average 2.33 2.34 2.52 1.83 1.25 

Source: Report on Trend and Progress of Banking in India ,RBI 2001-2013 
 

2.2 Trends in Slippages and Recovery of PSBs 

2.2.1 Movements in Gross NPAs 

The flow of NPAs in PSBs during the study period shows that while the reduction in NPAs was to the tune of 

Rs. 58,167 crore between 2001-2013, the accretions to NPAs were close to Rs.1.04,131crores . If the entire 

period is split in to two 2001-2007 and 2008-2013 some interesting differences emerge. While during the first 

period the gap between accretion to NPAs and reduction in NPAs is comparatively smaller than during the 

second period. In other words with Rs. 3946crore of accretion and Rs. 8171 crore of reduction the gap is Rs. 

4224 crore during the first period. In contrast during the second period of 2008-2013, the accretions are 

Rs.95707 crore and the reductions are Rs.49534 crore with a gap of Rs. 46,173 crore. 
  

Table 7 Movements in Gross NPAs ( Rs. in Crore) 

Year 
NPAs at the beginning of the 

Year 

New accretion to NPAs during the 

Year 

Reduction in NPAs during the 

Year 

NPAs at the end of the 

Year 

2001 Nil Nil Nil 54671 

2002 54671 15668 13833 56473 

2003 56473 
16065 

(2.47) 
18452 54086 

2004 54086 
18133 

(11.40) 
20685 51534 

2005 51534 
15824 

(-14.57) 
23036 47322 

2006 47322 
16740 

(5.47) 
23040 41022 

2007 41022 
19614 

(14.65) 
22004 38632 

2008 38632 
24093 

(18.59) 
22466 40259 

2009 40259 
26963 

(10.64) 
22265 44957 

2010 44957 
44818 

(39.83) 
29848 59927 

2011 59927 
58226 

(23.02) 
43044 75109 

2012 75109 
92814 

(37.26) 
50100 117823 

2013 117823 
119800 

(22.52) 
72000 165623 

Source: Report on Trend and Progress of Banking in India, RBI 2001-2013 
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Slippages i.e., Fresh accretion to NPAs during the year, provide a better metric to assess the credit 

management system in banks. Growth rate of slippages which is negative in 2005 turned sharply positive in 

2007, reaching a peak of 39.83 per cent in 2010 and falling down to 22.52 per cent in 2013. Contrary to the 

popular notion that the rising NPAs are a fallout of the global Financial Crisis, the data suggests that the credit 

administration in the banks had started weakening and the asset quality had started deteriorating even before the 

onset of the crisis. Further slippages exceeded reduction in NPAs especially post crisis as the ratio of reduction 

in NPAs to slippages fell dramatically from about 112.18 per cent in 2001 -07 to 60.10 per centin 2008-13. Year 

wise figures of slippages and reduction from 2001is indicated in Table 7 

 

2.2.2 Slippage Ratio of PSBs 

Slippage Ratio indicates the relationship between fresh accretion to NPAs during the year and standard advances 

at the beginning of the year. Slippage ratio of PSBs had fallen by 1.6 per cent during the study period as given in 

Table 8. The average slippage ratio is identified at 2.75 per cent. Average slippage ratio of PSBs stood at 3.2 per 

cent during 2001-07. In the after – math of the crisis the slippage ratio of PSBs had fallen to 2.2 per cent. How 

ever from 2010 onwards the year wise slippage ratios of PSBs is on the increasing trend. From 2 per cent in 

2010the ratio had increased to 3.1 per cent. 

 
Table 8 Slippage Ratio 

Year 
All Banks 

(in Percent) 

PSBs 

(in Percent) 

2001 4.6 4.7 

2002 5.1 4.1 

2003 3.7 3.6 

2004 3.4 3.5 

2005 2.5 2.5 

2006 1.9 2.0 

2007 1.8 1.8 

2008 1.8 1.7 

2009 2.2 1.8 

2010 2.2 2.0 

2011 2.1 2.2 

2012 2.5 2.8 

2013 2.7 3.1 

Average 2.80 2.75 

Source: Report on Trend and Progress of Banking in India, RBI 2001-2013 

 

2.2.3 Net Slippage Ratio of PSBs  

 
Table 9 Net Slippage Ratio 

Year 
All Banks 

(in Percent) 

PSBs 

(in Percent) 

2001 2.2 2.2 

2002 3.2 2.1 

2003 1.7 1.6 

2004 1.4 1.7 

2005 0.6 0.4 

2006 0.4 0.3 

2007 0.8 0.6 

2008 0.9 0.7 

2009 1.2 0.7 

2010 1.4 1.2 

2011 1.1 1.2 

2012 1.5 1.8 

2013 1.7 1.9 

Average 2.5 1.3 
Source: Report on Trend and Progress of Banking in India , RBI 2001-2013 

 

Net Slippage ratio is defined as slippage ratio net of recoveries. The average net slippage ratio of PSBs is 

identified at 1.3 per cent. During 2001-07, PSBs had maintained the same average ratio. During 2008-13 the 
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ratio dropped to 1.2 per cent. The ratio had moved in the upward trend since 2010 Table (9) presents the trend in 

the net slippage ratio of PSBs 

 

2.3 Trends in Restructuring of Advances 

Restructuring of loans and advances is a procedure to modify the terms and conditions of an existing loan in 

order to alleviate the difficulties in repayment by the borrower due to temporary cash flow problems or general 

economic downturn. The Reserve Bank’s prudential guidelines on restructuring define a restructured account as 

one where the bank, for economic or legal reasons relating to the borrower’s financial difficulty, grants to the 

borrower concessions that the bank would not otherwise consider. Restructuring would normally involve 

modification of terms of the advances/ securities, which would generally include, among others, alteration of 

repayment period/ repayable amount/the amount of instalments/rate of interest (due to reasons other than 

competitive reasons) (Mehapatra Committee, 2012) 

 
Table 10 Restructured Standard Assets 

Year 
Restructured Standard Assets 

(Amount Rs In Crore) 
Growth Rate 

Gross NPAs 

(Amount 

Rs. In crore) 

2001 - - 54672 

2002 4212 - 56473 

2003 7363 42.80 54090 

2004 9276 20.62 51537 

2005 18111 48.78 48399 

2006 11893 -52.28 41358 

2007 14658 18.86 38968 

2008 19739 25.74 40452 

2009 62351 68.34 44957 

2010 126224 50.60 59926 

2011 129810 2.76 74600 

2012 203637 36.25 112489 

2013 292410 30.36 164462 

Average 74973.67 26.62 64799 

Source: Report on Trend and Progress of Banking in India, RBI 2001-20013 

 

Restructured accounts have garnered wide attention in recent times as the quantum of restructured accounts 

has increased sharply post –crisis. Concerns have emerged from various quarters about the quantum of “ 

forborne” assets and their potential impact on the asset quality of banks. In the early part of the 2000s the 

growth rate in restructured accounts of PSBs has showed a mixed trend. There was however, a sharp uptick in 

growth rate in 2008-09 due to the one time dispensation with regard to asset classification granted to borrowers 

by the Reserve Bank with the onset of the crisis. There after the growth rate of restructured accounts has 

remained relatively high except in 2011. The relevant data is exhibited in Table 10 

As at end-March 2012, total amount of restructured advances exceeded total amount of NPAs outstanding, 

which was in continuation with the trend observed during 2009-2012. Without restructuring, the gross NPAs at 

system level would have been higher; the exact amount of NPA, however, being dependent of the proportion of 

restructured advances falling back into NPA category. According to the Financial Stability Report (FSR), June 

2012, roughly 15 per cent of the restructured advances could fall back into the NPA category. With 15 per cent 

of restructured advances added back, the total amount of NPA at system level would have been approximately 

1.5 times higher than its actual amount at end-March 2012. However, without restructuring, the gross NPAs as 

percentages of gross advances would have been more than 2.5 times of its actual value, as at end-March 2012. 

It is indeed , appreciated that difficult times warrant some degree of forbearance, some hand holding to 

performing and other wise viable units in tiding over temporary difficulties. There is however, sufficient 

evidence, anecdotal and otherwise, that restructuring is often used by banks for “ever greening” problem 

accounts to keep the reported NPA levels low. Additionally, there are many instances of: 

Unviable units recourse to restructuring leading to a situation where deserving and viable units get 

overlooked, especially in the small ticket segment and  

Promoters not bringing in/or being compelled to bring in sufficient equity in the project especially in the 

restructured accounts, which reduces their downside risks in the project.( K. C. Charkrabarthy 2013) 
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2.3.1 Impaired Asset Ratio 

To further analyse the trend on restructuring “impaired assets ratio “which is a ratio of gross NPAs, restructured 

accounts and cumulative write offs to total advances is used; it is a more robust indicator of asset quality of 

banks. Between 2009 and 2013, this impaired assets ratio rose sharply from 6.8 per cent to 12.1 per cent in the 

case of PSBs. In contrast the ratio fell for new private sector banks and foreign banks and stood at 5.3 per cent 

and 6.4 per cent respectively in March 2013. 

Table 11 furnishes the data concerning the impaired assets of banks. 
 

Table 11 Impaired Asset Ratio of PSBs Vs other Segments 

Period PSBs Old Pvt. Banks New Pvt. Banks Foreign Banks 

2009 6.8 6.8 6.6 6.5 

2010 8.8 7.3 7.3 9.5 

2011 8.1 5.5 5.5 7.2 

2012 10.0 5.4 5.4 6.6 

2013 12.1 5.3 5.3 6.4 

Source: Report on Trend and Progress of Banking in India, RBI 2001-20013 
 

2.3.2 Asset Quality of PSBs-Ranking of Banks 

In order to identify the best bank in terms of asset quality two Ratios namely, gross NPAs to gross advances 

(GNGA) and Profit to Gross NPAs (PGN) are used. GNGA reflects the proportion of bad loans to total loans of 

a bank ,Probability of either recovery or generating any income from bad loans being less, more will be the 

ratio, more will be the chance of getting bank’s net worth eroded. It also indicates share of interest earned from 

advances eaten up by NPAs. The second ratio reflects the credit risk level of banks due to presence of NPAs. 

Mean ranks of individual banks in terms of these Ratios during the study period were found out. The best was 

assigned Rank 1 and the worst was assigned Rank 26. 

. 
Table 12 Ranks as Per Two Ratios of 26 Banks 

Bank name 
GNPA PGN 

Rank of Mean Ratio Rank of Mean Ratio 

State Bank of India 20 22 

State Bank of Bikaner & Jaipur 10 11 

State Bank of Hyderabad 7 5 

State Bank of Mysore 15 14 

State Bank of Patiala 5 8 

State Bank of Travancore 8 13 

Allahabad Bank 22 9 

Andhra Bank 3 2 

Bank of Baroda 18 7 

Bank of India 12 17 

Bank of Maharashtra 16 23 

Canara Bank 4 6 

Central Bank of India 24 26 

Corporation Bank 2 3 

Dena Bank 26 21 

Indian Bank 21 1 

IDBI Bank 1 16 

Indian Overseas Bank 17 19 

Oriental Bank of Commerce 9 15 

Punjab& Sind Bank 25 4 

Punjab National Bank 19 10 

Syndicate Bank 11 20 

Uco Bank 14 25 

Union Bank 13 18 

United Bank of India 23 24 

Vijaya Bank 6 12 

Source: Report on Trend and Progress of Banking in India, RBI 2001-2013 

 

Banks like corporation bank and Andhra bank have performed well with respect to Gross NPA Ratio. On the 

other hand Dena bank, Punjab & Sind Bank, Central Bank of India, United Bank of India and Allahabad bank 

are poor performers in terms of Gross NPA Ratio. The same trend is observed with respect to PGN. Only 
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exception is IDBI bank Ltd. which has managed its NPAs well, but has failed to generate profit presumably due 

to unremunerated advance portfolios. The worst performing banks with respect to both the ratios are Central 

bank of India, Dena bank, State Bank of India and United bank of India.. There are three banks , namely, 

Allahabad bank, Indian bank and Punjab & Sind bank which have performed well with respect to PGN but their 

ranks with respect to Gross NPA ratio are bad. These banks may have failed to follow prudential norms for 

granting advances but have managed the position of the level of credit risk. This may be due to their diversified 

sources of income and higher average earning assets which have improved their net profit margin. 

From Table 12, one can infer that Corporation Bank is the best bank in terms of asset quality with the least 

rank of two in terms of Gross NPA Ratio and three in terms of PGN Ratio. Central Bank of India has the worst 

Asset quality with ranks of twenty four and twenty six respectively. 

 

3. Conclusion 
From the study it is cleared that asset quality of PSBs has deteriorated in the post crisis period. In fact after 

2009, the gap between PSBs and other banks has widened in terms of Net NPAs; restructured loans have also 

grown significantly since 2008. In general, the cause of rising NPAs could be many and include genuine 

business reasons like sudden slow-down in the economy –domestic and global, aggressive policies pursued by 

other countries ,and natural calamities. There are other factors too and there is need to address the attitudinal 

problem of PSBs to address issue of rise in NPAs. 

Finally to conclude, the current situation has raised an important issue which needs extensive research in 

addressing the problem of rising NPAs in PSBs. They are different in terms of ownership and obviously follow 

different strategy to finance and recover loans from borrowers. In addition to better training of the staff, these 

banks have to focus on standardization of norms, improvement in credit appraisal, post – disbursement 

supervision and credit monitoring. The Government and RBI too have the responsibility of addressing the gaps 

in legal, policy and regulatory frame work so as to avoid further loss to the national exchequer. 
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