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A Comparative Study of Non-performing Assets of
Public and Private Banking Sector

Vikas AND MbD. Moazzam Nazgri

Abstract: Nowadays Non-Performing Assets (NPAs) are important and burning
issues and challenges in the banking sector. It is badly affecting the health of
the banking sector and also the economy of the nations. Banks cannot book
income on such assets and they have to make provisions as per IRAC norms
of RBI. The sound financial position of a bank depends upon the recovery of
loans or its level of Non-performing assets (NPAs). To improve the efficiency
and profitability of banks the NPA needs to be reduced and controlled. Reduced
NPAs generally give the impression that banks have strengthened their credit
appraisal processes over the years and growth in NPAs involves the necessity
of provisions, which bring down the overall profitability of banks. The problem
of NPA is not limited to only any particular nation’s banks, but it prevails in the
entire banking industry in the world. The aim of this paper is to analyze the
recent trend of NPAs in banking with reference to the Public and Private Sector
Banks of India and also to find out the relationship between NPAs and profitability

Kew words: NPAs, Bank, Profitability, Trends, Return on Assets, Return on
Equity.

Introduction

The Indian economy has had a pivotal role to play in the development process.
With the ever-increasing need for the involvement of banks in the economic
growth process, in recent times the issue of Non-performing Assets (NPAs)
has assumed mammoth proportions. The recent developments in the form of
more stringent Reserve Bank of India(RBI) guidelines and a greater push to
declare stressed assets as NPAs have resulted in a drop in profits for all the
banks across the spectrum as they have to create provisions for bad loans. Rising
NPAs levels and fresh slippages across sectors reduced market confidence due
to the slowdown in the global economy.

Mr. Vikas is Research Scholar, University Department of Commerce, Kolhan University, Chaibasa,
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