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ABSTRACT

Banks have the major role of accepting long ternshfrt term deposit and lending money (Advancedhéo
borrowers. Bank advance means the advances of @figgeamount of money to a business entity orratividual by a
commercial bank. Advances plays a very importal# irothebanking sector. On one hand, it's genatatderest income,
which is the major sources of income for bankshim ¢ontext of profit. On the other hand, if it'stgoonverted in to
non-performing assets, then not only profit & Ibsg balance sheet also gets affected. The pretedy s more relevant
in the current environment, as the Indian bankirgtsr is facing a big problem of higher Nonperfanmiassets.
The level of the NPA is comparatively higher in lpulsector banks than in private sector banks. Trprove the
productivity and profitability of the banking segtéhe NPA need to be reduced and controlled witbagicular focus.
Additional preventive measures should be takerotdrol it. This study focus on GROSS-NPA, NET-NYAT-PROFIT,
& TOTAL ADVANCE of a public sector bank (BANK OFREIDA) and a private sector bank (AXIS BANK). Is gtudy,
NET NPAs and NET PROFIT of the two banks are tatiemeasure correlation, and all GROSS NPA, NET N&Ad
TOTAL ADVANCE are taken for tabular representation.
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INTRODUCTION

Banking is one of the major and important partsSefvice Sector in India. Today, cutthroat compatitis
prevailing in each and every sector of the econ@ng banking is not an exception in it. Bank advanmans the
advances of a specific amount of money to a busieatity or an individual by a bank. This advancesoan generates
interest income for the banks, which is the majurse of income for banks in the context of proBut if it's got
converted into non-performing assets, then not oplpfit & loss but balance sheet also gets affected
It affects the goodwill of the bank negatively; thewth of equity value & cash flow also gets aféetunfavorably or
negatively. When, a borrower does not make repayofeadvance or loan to the bank, then it is coer®d as a bad loans.
As per RBI guideline, if any amount of instalmentiterest payment on a loan or advances remain&tamding for a
period of more than 90 days is known or called asom-performing asset. RBI has decided a cleareglite for
identification of non-performing assets. Non-penfiorg assets affects badly to banks, because baekdependent on
interest income as (it is the major contributotha profit) it decides its profit for the year. Nperforming assets affects

the balance sheet also in the form of non-prodedissets also. Today, Indian banking sector isdaaibig problem of
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non-performing assets that is why this study haltiéy importance in that context.

There are various reasons, like weak credit apgraigstem, improper & defective lending processystem,
lack of effective follow-up system by banks, overatession in that particular industry, generaregnic condition of the

country etc. which is responsible for non-perfargnassets.
LITERATURE REVIEW

The Working Committee (1999) on NPAs suggested write-off, compromise and onge tsettlement for
recovery of NPAs. The committee recommended com@®model for the recovery of NPAs as the mostotiffe step or

tool. However, both write-off and compromise are $iteps to be taken with great caution and duetorimg process.

RBI study (1999)suggested that banks were required to closely tarotie operations of the borrower business.
In respect of accounts where the classificatioassit deteriorates, banks were required to takediate steps to recover
the dues and bank’s staff accountability was reguio be examined or assessed. An emphasis was tgiveupervision

or monitoring of large NPA accounts, and on reauctf NPAs, through recovery, and compromise satlgs.

Rajeshwari Krishnan (2002 stated that the problem of NPAs in the bankshef ¢country becomes more and
more unmanageable and created a big threat fdsahking and financial sector. She observed thairgzation can be
used for the liquidating the illiquid and long terdebt of the bank by issuing marketable securitigainst them.
The researcher concluded that the SARFAESI aatirislys a big move and a step forward not only in fibéd of NPA

management, but also a process promoting the semgimarket in India.

Sardar Gujaral N.S. (2003) studied and explained the impact on profits angitah base of the banks.
High level of NPAs increases the cost of credit amakes banks more averse to risks and decreaseetie Due to the
crippling effect of NPAs, an asset quality criteribecomes a very important tool or parameter inmf@asurement of
performance of banks. Author also concluded thatpitiority sector and non-priority sector sharedadt equally in total
NPAs.

Ashok Khurana and Mandeep Singh (201pin their study reveal that issue of heavy NPAa zhallenging for
public sector banks. They stated that the asset wlsssification of PSBs was in the right directamd there was a
considerable difference in the recovery of NPAthmdifferent sector. The study concludes withdhservation that PSBs

should not be loaded with the twin aim of profitapiand social weal fair.

Neha Rani (2014)n her research paper found that share of pubtitos banks in priority sector NPA was greater
in 2008 but after that it is reducing. However, siserved that the amount of NPA of both banksdseasing, but there
percentage share in total NPA is decreasing cootisiy post 2010.

OBJECTIVES OF THE STUDY
Following four objects are considered in the présamdy
e To know the relationship between NET PROFIT and NNFTA.
e To analyze NPA (Non Performing Assets) of BANK ORMBODA and AXIS BANK

e To understand the performance of BANK OF BARODA #tS BANK during the last five year.
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e To make suitable suggestions for better NPA managém
RESEARCH METHODOLOGY:

Area of study: The present study is concerned with the Indian imgngystem in general & NPAs of two banks,
namely BANK OF BARODA & AXIS BANK in particular. Té research is analytical in nature.

Data Base for the Study For the present study, data are taken for fe@ry from 2013 to 2017. For analyzing
the NPAs of selected banks, five years data asdyaed. For this study, one public sector bank, elgrBank of Baroda &
one private sector bank namely Axis Bank has betected. For the study of NPAs of these two bankes years data

have been analyzed.

Data Collection: The study is based on secondary data for a perfoflve years from2013 to 2017
The required data have been collected from theameports of selected banks, RBI annual reporig,\arious issues of

Banking Statistics, published by the Reserve Bahkndia on RBI website and from other knowledge tabtike
www.acekp.in

Techniques for Analysis: The collected data were analyzed and interpretét the help of tables &.
Correlation technique was used for comparisonsh Baotrelation technique and tables helped thisygical study to

arrive at convincing conclusions.

Scope of the studyStudy helps the researcher to improve the knowledigeit the banking sector in general &
NPAs in particular.The present study also helpsoingks to understand or know their position on NFRkdast five years
(i. e. 2013 to 2017).

Significance of the Study:Lending activities of banks are badly affected B3A\problems. Due to no repayment
of loan instalment and the interest amount, bapkditability has been affected adversely. Not ofitgt, banks with
higher NPAs have to carry more owned fund by wagagfital (which affects their capital adequacydkto create reserve

and cope up with the situation of bad loans or NPAs

The high level of NPA of banks creates a negatovadgyill. It creates a lack of confidence in investommunity
which adversely affects the economy also. Profitgbdf banks can be improved only by having a figus on reducing

the level of NPAs. Detailed and Timely assessn®desirable to do that.

In this background, in the present study an attédmaptbeen made to make an analytical study of bcpgdrtor bank and a
private sector bank regarding their NPAs. For phigpose, Bank of Baroda and Axis Bank taken intosaeration.

Variables of the Study
The following variables are analyzed in the prestundy:
* Gross NPAs
* Net NPAs

* Net Profit
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LIMITATION OF THE STUDY

e The present study considers only one public sdziok and one private sector bank; no other barksaking
into consideration.

» As this analysis has been restricted to two bamkg mamely, Bank of Baroda and Axis bank, the riefees of
study may not hold 100% when looked towards otlagikb.

* The figures/tools used, are adjusted to the nedesdinal points. So, it lacks accuracy.
DATA ANALYSIS, TABULAR PRESENTATION & INTERPRETATIO N

Table 1: Five Year Comparison of Gross NPAs of Bankf Baroda & Axis Bank (Rs. in Cr.) (As on 31 March

Year Gross NPAs of Bank of Baroda| Gross NPAs of Axis Bank
2013 7982.58 2393.42
2014 11875.90 3146.41
2015 16261.44 4110.19
2016 40521.04 6087.51
2017 42718.70 21280.48

Analysis & Interpretation

From above table Five Year Comparison of Gross NPAs of Bank of Bar@d Axis Bank, it is very clearly

visible that Gross NPAs of both banks increasesyeyear on an increasing scale. Especially thejimgp came in last
two years.

Table 2: Five Year Comparison of Net NPAs of BankfoBaroda & Axis Bank (Rs. in Cr.) (As on 31 March)

Year Net NPAs of Bank of Baroda | Net NPAs of Axis Bank
2013 4192.03 704.13
2014 6034.76 1024.62
2015 8069.49 1316.71
2016 19406.46 2522.14
2017 18080.18 8626.55

Analysis & Interpretation

From above table 2, Five Year Comparison of Net BlBABank of Baroda & Axis Bank, it is very cleaklisible
that Net NPAs of bank of Baroda, baring the lagtry@ e. 2017) was increased every year on arasing scale. While
for axis Bank it was increased every year on areamsing scale.

Table 3: Five Year Comparison of Net Profit of Bankof Baroda & Axis Bank (Rs. in Cr.) (As on 31 March

Year Net Profit of Bank of Baroda | Net Profit of Axis Bank
2013 4480.72 5179.43
2014 4541.08 6217.66
2015 3398.43 7357.82
2016 -5395.53 8223.66
2017 1383.13 3679.27

NAAS Rating: 3.10- Articles can be sent¢glitor@impactjournals.us




| A Comparative and Analytical Study on Non-Performing gets of Bank of Baroda and Axis Bank 299

Analysis & Interpretation

From above table 8ve year comparison of Net Profit of Bank of Baso& Axis Bank, it shows that the net
profit of Bank of Baroda fluctuates every year wéttbig margin and in 2016 it recorded a big los®.aWhile for Axis

banks barring the last year 2017, it shows area®ing trend every year.

Table 4: Five Year Comparison of Total Advances oBank of Baroda & Axis Bank (Rs. in lakhs) (as on 3March)

Year | Total Advances of Bank of Baroda| Total Advances of Axis Bank
2013 32,818,576.49 19,696,595.74
2014 39,700,581.08 23,006,675.84
2015 42,806,513.89 28,108,302.97
2016 38,377,018.03 33,877,372.29
2017 38,325,922.31 37,306,934.95

Analysis & Interpretation

From above table five year comparison of Total Advances of Bank aff@la & Axis Bankit shows that total
advances of Bank of Baroda increased in first tlyesrs continuously & then afterwards remained noorkess same in

last two years. While for Axis banks it is showsiagreasing trend every year. Its advances incttagery year.

CORRELATION BETWEEN NET NPAs AND NET PROFIT OF BANK OF BARODA
CORRELATION CO-EFFICIENT=r =
X=NET NPAs (IN CRORES)

Y=NET PROFIT (IN CRORES)

Year (as on 31 March)| Net NPAs (X) (in Cr.) | Net Profit (Y) (in Cr.)
2013 4192.03 4480.72
2014 6034.76 4541.08
2015 8069.49 3398.43
2016 19406.46 -5395.53
2017 18080.18 1383.13
Year X y Xy X2 y°

2013 | 4192.03| 4480.72 18783312 17573114 20076852
2014 | 6034.76| 4541.08 27404328 | 36418328 20621408
2015 | 8069.49| 3398.43 27423597 65116669 11549326
2016 | 19406.46 -5395.53-104708137| 376610690 -2911174
2017 | 18080.18 1383.18 25007239 | 326892909 1913049
Total | 55782.92| 8407.83 | -6089661 | 822611711 25048891
Correlation co-efficient = r = - 0.84895

(@)

Interpretation

From the above calculation, it shows that NET NRAd NET PROFIT OF BANK OF BARODA are negatively
correlated. Impact of increases in NET NPAs affeetgatively to NET PROFIT.

CORRELATION BETWEEN NET NPAs AND NET PROFIT OF AXIS BANK
CORRELATION CO-EFFICIENT=r =

X=NET NPAs (IN CRORES)
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Y=NET PROFIT (IN CRORES)

Year(as on 31 March)| Net NPAs (X) (in Cr.) | Net Profit (Y) (in Cr.)
2013 704.13 5179.43
2014 1024.62 6217.66
2015 1316.71 7357.82
2016 2522.14 8223.66
2017 8626.55 3679.27
Year X y Xy X2 y°

2013 | 704.13 5179.43] 364699

2014 | 1024.62| 6217.66/ 637073 1049846 38659296

2015 | 1316.71| 7357.82] 968811 1733725 54137315

2016 | 2522.14| 8223.66| 207412P2 6361190 67628584

2017 | 8626.55| 3679.27| 31739407 74417365 13537028

Total | 14194.15| 30657.84| 72186475| 84057925| 200788878
Correlation co-efficient = r = 0.915415

495799 26826495

U OIS

Interpretation: from the above calculation, it shows that NET NR#x&l NET PROFIT of AXIS BANK are
positively correlated. It means, Axis bank might teeving higher other income also, bank was ablgeerate other
income in a significant way in its profit & Loss é@unt that is why in spite of increasing in its Ni?Adank was able to
increases its profit for most of the year (barring last year). So, Bank management was able sdecemother source of

income in a significant way.
RESULTS, FINDINGS & DISCUSSIONS

e Gross NPAs of Bank of Baroda increases by 49 péiliceB014, 36 percent in2015, 149 percent in 2016 &
percent in 2017 compared to last year.

 Net NPAs of Bank of Baroda increases by 44 peraer2014, 34 percent in 2015, 140 percent in 2016 &
decreases by 7 percent in 2017 compared to last yea

» It was found that the Net profit of Bank of Baradareases by app. 1 percent in 2014, decreaseS pgrzent in
2015, decreases by 259 percent in 2016 and inar&gst?24 percent in 2017 compared to last year.

» Advances of Bank of Baroda show a fluctuation.ha tirst three years, it was increased & then desge in last

two years.

e Gross NPAs of Axis bank increases by 31 percer0itd4 & 2015, 48 percent in 2016 & 250 percent id 20
compared to last year.

* Net NPAs of Axis bank were increased by 45 perae2014, 29 percent in 2015, 92 percent in 2016y&242
percent in2017 compared to last year.

* Net profit of Axis bank was increased by 20 perder2014, by18 percent in 2015, by 12 percent ih&2& then

decreases by 55 percent in 2017 compared to last ye
» Advances of Axis bank increase on an increasintp sgery year.

e It was visible that Gross NPAs & Net NPAs of botte tbanks increases every year on an increasing.tren
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Though, it was (NET NPAs) decreases a little hitBank of Baroda in 2017.

* Net profit of Bank of Baroda shows a fluctuatingrid and in 2016, it recorded a big loss also. Whilease of

Axis Bank it shows an increasing trend barringltst year.

* In the correlation of Net NPAs & Net Profit of bothe banks, it looks that Bank of Baroda have nidiR&s

compared Axis bank.
SUGGESTIONS
» Both banks should take corrective actions to comiiem NPA.
+ Both banks should be more foxed on NPAs.
A good & effective loan/advance approval procedutest be followed by banks.
» A systematic study of the borrower’s profile shob&lput in place.
* Regular Meetings should be conducted with the NB#dwers to know about the reasons for their proisle

»  For containment of NPA, “A stitch in time savesaii, holds true in the credit portfolio monitoringpntrolling
and procuring fresh growth of NPAs as well. So tha&nks focus should be not only on recovery,

but simultaneously on containment of NPAs also.

* An effective system of controlling, identificatioreporting & recovery of NPAs must be strictlyléoled by

banks.
CONCLUSIONS

The study is to have a comparative analytical sma{NPAs of Bank of Baroda & Axis Bank. On the Isasi the
study conducted, it is found that during the ye@t22017, AXIS bank has higher debt compared tokB#nBaroda.
While analyzing the relationship between NET NPAd &IET PROFIT of both banks it is proved that clatien between
NET NPAs and NET PROFIT of Bank of Baroda is neggtivhich means having lesser debts and impactonéases in
NET NPAs affects negatively to NET PROFIT. But iretcase of Axis the Bank the correlation betweef NIPAs and
NET PROFIT is positive which means this bank haviigher debt. It also means that Axis Bank mightheing higher
other income also. Because, in spite of increasingPAs,the bank was able to increase its prafitrhost of the year
(barring the last year). So, we can conclude thHateacomparing the NPAs of both banks, Bank of Bargs having a
negative correlation, while, Axis bank is havingasitive correlation. Timely & prompt Corrective aseires & necessary

action should be taken to control it, as the oluvprb says, “Prevention Is Better than Cure”.
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