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CHAPTER 1: INTRODUCTION
















1.1 INTRODUCTION
Banks are financial institutions that accept deposits, make loans, and provide a variety of financial services to individuals and businesses. They play a vital role in the economy by facilitating trade, extending credit, and safeguarding deposits. 

Banks can be divided into commercial banks, which focus on day-to-day banking services; investment banks, which help with capital markets and corporate finance; and central banks, which manage a country’s currency and monetary policy. In general, banks act as intermediaries that facilitate economic activity and financial stability.

In most financial institutions around the world, Non-performing Assets are often the total amount of loans or advances that have not generated any income due to a prolonged set default period, typically not less than 90 days. This categorization of Non-performing Assets is very important as it determines the profitability, liquidity and general financial wellbeing of all the banking and the non-banking financial institutions. Thus, important levels of negative assets are viewed as systemic affairs that plague the banking industry through careless lending, recession, or deficient risk control.

What is most disconcerting, however, is that NPAs tend to restrict a bank’s Capital Adequacy Ratio, which hinders the ability of the institution to further lend in order to stimulate growth in the economy. In order to preserve the stability of the system, the NPAs control is necessary for the regulators and policy makers. To limit bad loans, several measures are incorporated by the banks with possible or apparent increase of NPA in the portfolio: increased checks of the borrower’s creditworthiness, restructuring of the borrower’s loan, and intercepting more than one borrower with the more than one lender.
Wiping out NPAs is critical not only for the individual financial entities but also for the economies as a whole. The proper management of NPAs creates confidence in the banking industry, promotes borrowings, and endorses the economic development in long run. As every economy changes and develops so also the understanding and management of these NPAs becomes more and more relevant.
For our analysis we have taken Federal Bank, State Bank of India and HDFC Bank. 
Federal Bank was founded in 1945. It started as a small financial institution and has grown significantly over the decades. The bank offers a wide range of banking services, including personal banking, business banking, corporate banking, and wealth management. Services includes savings and current accounts, loans, insurance and investment products. Federal Bank has an extensive network of branches and ATMs across India, making its services widely accessible. The bank has embraced technology, providing various digital banking solutions such as mobile banking, internet banking, and digital payment options, enhancing customer convenience. Federal Bank is listed on the Bombay Stock Exchange (BSE) and National Stock Exchange (NSE), and it has consistently shown strong financial performance and growth. The bank is actively involved in various social initiatives, focusing on education, health care, and environmental sustainability.
State Bank of India (SBI), founded in 1806 as the Bank of Calcutta and rebranded in 1955, is India’s largest public sector bank, with its headquarters in Mumbai. The Government of India holds a majority stake, approximately 57%, in the bank. SBI provides a wide range of services, including retail banking (savings and current accounts, personal loans, and home loans), corporate banking (working capital, trade finance, and treasury management), wealth management, and international banking. It operates in over 30 countries, serving both domestic and global customers. As of March 31, 2024, SBI reported total assets of ₹45,36,322 crore, with a net profit of ₹35,231 crore. SBI is a leader in digital banking, offering services like the YONO app and mobile banking. The bank has been at the forefront of government schemes like Jan Dhan Yojana and PMAY, contributing to financial inclusion. In addition to its domestic market leadership, SBI has expanded internationally, especially in countries with large Indian communities. The bank also invests in corporate social responsibility, through its foundation focused on sustainable development, financial literacy, and rural development. With its strong financials, digital innovations, and crucial role in both national and international banking, SBI remains a pillar of India’s banking sector.
HDFC Bank, established in 1994, is one of India’s leading private-sector banks, headquartered in Mumbai. It offers a wide range of services including retail banking (savings and current accounts, personal loans, credit cards, home loans, and education loans), corporate banking (working capital, trade finance, and term loans), and treasury services. HDFC Bank is known for its strong digital banking platform, with services like mobile banking, internet banking, and the widely used PayZapp wallet. As of March 31, 2024, the bank reported total assets of ₹20,38,000 crore and a net profit of ₹41,462 crore. The bank's focus on technology and innovation has allowed it to maintain a leadership position in the private banking sector. HDFC Bank has a strong presence across India, with an extensive network of branches and ATMs, and has also expanded its footprint internationally. In addition to its banking services, the bank is actively involved in corporate social responsibility initiatives, focusing on education, healthcare, and environmental sustainability. With a consistent track record of growth, profitability, and stability, HDFC Bank is considered one of the most reliable financial institutions in India.
1.2 SIGNIFICANCE OF THE STUDY
Understanding non-performing assets (NPAs) in banks, is essential to comprehending the financial stability of these organisations and how they affect the overall economy. High NPAs may be a sign of inadequate risk management, which would limit loan availability and slow down economic expansion. NPA analysis assists regulators in developing successful policies and reforms. Better credit evaluation procedures are guided by the insights this research provides into sectoral weaknesses and borrower behaviour. In the end, learnings from non-performing asset (NPA) studies help to improve accountability, support a more stable and resilient banking environment, and guide strategic decision-making.
1.3 STATEMENT OF PROBLEM
Non-performing assets are one of the biggest obstacles in the way of socio-economic development of India. The level of NPAs of the banking system of India is still too high. The problem of NPA prevails in the entire banking industry.
The project aims to know the NPA profile of Federal Bank, State bank of India and HDFC in different sectors, to analyse the movements in NPA of Federal Bank, State bank of India and HDFC, to know which sector or subsector huge NPA has been tied up, to identify the causes for the NPA and to identify the action plan to reduce the NPA.
1.4 OBJECTIVES OF THE STUDY
· To understand the concept of NPA.
· To find out the impact of NPA and the factors contributing to NPAs.
· To measure the level of NPAs in Federal Bank, State Bank of India and HDFC Bank.
· To make suggestions to overcome the problems of NPAs.
1.5 NEED OF THE STUDY
The need for this study on non-performing assets (NPAs) arises from their significant impact on the financial stability of public and private sector banks. Understanding NPAs is essential for identifying systemic risks, improving credit risk management, and enhancing regulatory frameworks. In a rapidly changing financial sector, this research seeks to shed light on practical approaches to NPA reduction, which will eventually improve banking performance and economic resilience.
1.6 METHODOLOGY OF THE STUDY
Research is the search for knowledge through objective and systematic method of finding solution to a problem. Research methodology is a scientific and systematic way to solve research problems. The research methodology has many dimensions. A methodology may be understood to mean as all those methods and techniques that are adopted for collecting information and data. In view of the research objectives, the research methodology adopted during the research procedure described below
Research Design
Research Design that has been adopted for the study, offers a firm basis for drawing conclusions from the data collected. The type of research carried over here for this purpose is analytical research.
Collection of Data
The study is predominantly based on data collection from the secondary sources.
Secondary Sources – The secondary collection tools used include press release of Federal Bank, State bank of India and HDFC, commercial magazines, internal reports of Federal Bank, guidelines issued by RBI from time to time, reports from academic areas, websites, etc.
Tools for Data Analysis:
Ratio Analysis – A ratio analysis is a quantitative analysis of information contained in a company’s financial statements. Ration analysis is used to evaluate various aspects of a company's operating and financial performance such as its efficiency, liquidity, profitability and solvency.
Standard Deviation- A static measure of the amount of variation or dispersion of a set of values from the mean value.
Tools for Data Presentation
· Tables
· Bar Chart
· Line Chart
Software Used
Microsoft Excel is the software that was used for the data analysis and interpretation. It was used to represent the analysis data, and used tools like tables and charts.
1.7 SCOPE OF THE STUDY
The study focuses on understanding factors responsible for NPAs in banks and how they tackle the issue of NPAs. The trend of growth in NPAs, impact of NPAs on banks profitability and the recovery mechanisms are also analysed. The study is confined to a sample bank i.e., The Federal Bank Ltd. The time period is limited to 2019 to 2024.
1.8 LIMITATIONS OF THE STUDY
· The study face challenges related to the availability and reliability of data, especially in accessing complete historical records of NPAs from banks.
· Focusing only on selected banks limit the generalizability of the findings.
· External economic conditions such as fluctuations in the market may influence NPAs.
· The study is limited by time constraints which is restricted in full understanding and data collection.
1.9 KEYWORDS
· Non – Performing Assets (NPAs): Non-Performing Assets (NPAs) are loans or advances issued by banks or financial institutions that no longer bring in money for the lender since the borrower has failed to make payments on the principal and interest of the loan for at least 90 days.
· Banking Sector: The banking industry includes systems of financial institutions called banks that help people store and use their money. Banks offer clients the opportunity to open accounts for different purposes, like saving or investing their money. The banking industry is also valuable to the economy, as it provides resources for individuals, families and organizations to use for transactions and investments. One way that the banking industry does this is by organizing and distributing loans for applicants.
· Financial Stability: Financial stability can be defined as “a condition in which the financial system is not unstable". It can also mean a condition in which the three components of the financial system -- financial institutions, financial markets and financial infrastructure -- are stable.
· Risk Management: Risk management is the process of identifying, assessing and controlling threats to an organization's capital, earnings and operations. These risks stem from a variety of sources, including financial uncertainties, legal liabilities, technology issues, strategic management errors, accidents and natural disasters.
· Recovery Strategies: The loan recovery process is an essential mechanism for financial institutions, designed to address situations where borrowers are unable to meet their loan repayment commitments. It involves a sequence of regulated steps that lenders follow to recover the due amounts from defaulting borrowers.


















CHAPTER 2: LITERATURE REVIEW













There are many authors who have conducted research relating to this Topic. This chapter reviews literature by few authors in this particular topic. We have reviewed some literature relating to this topic by those authors.

Santosh Kumar Das and Kushboo Uppal (2021) - As financial intermediaries, the commercial banks to a large extent depend on the performance of their lending as a critical source of earning. Due to increasing loan failures, the share of non-performing advances has increased substantially in recent years, thereby adversely impacting their profitability. The paper has examined the NPAs and profitability relationship by estimating the determinants of profitability of 39 public sector and private banks for the time period from 2005 to 2019. Using a set of bank specific and macroeconomic predictors of profitability, we found that NPA has negative impact on the rate of profit of the Indian banks. The study suggests that the banks must reduce their NPAs and operating cost to improve their profitability.

Dr. Ritu Wadhwa, Mr. Kartik Ramaswamy (2020) - The main source of growth for Indian Economy is Banks. Everyone has different needs like someone require loan to buy a house, to buy an equipment for farming etc. and these needs are fulfilled by the financial sector of India which comprises of banks, NBFC, cooperative societies etc. NPA (Non-Performing Asset) is a critical factor which has adversely impacted the development and growth of the economy. This research discusses the impact of NPAs on the profits of banks. This research attempts to analyse the impact of few important financial heads on NPAs of banks and to suggest on effective management of NPAs. According to RBI data, five banks (public and private) with highest NPAs were taken for the study for period 2014-2015 to 2018-2019. The research applied correlation analysis to compute the relationship between net profits and NPAs and multiple regression analysis to determine the impact of important financial heads on NPAs.

Jaslene Kaur Bawa, Vinay Goyal, S.K. Mitra, Sankarshan Basu (2019) - The study examines panel data for 46 Indian banks with 31 bank specific financial ratios over eight years (2007 to 2014). Together, these ratios reflect operating capability, liquidity, solvency, profitability, capital adequacy and business development capacity aspects across Indian banks that affect non-performing assets (NPAs). The data was analysed using a GMM model that dealt with endogeneity issues present in the data. This model captured NPA with an r-square of 85%. We find a negative significant relationship between intermediation cost ratio, Return on Assets and NPAs. Asset growth, lagged NPAs, and total liabilities by total assets are positively related to NPAs.

Nitin Arora, Nidgi Grover Arora, Kritika Kanwar (2018) - The issue of mounting non-performing assets (NPAs) in Indian banking industry is serious and attracting attention of academia and policy planners. Thus, the purpose of this paper is to test the hypothesis whether NPAs in Indian commercial banking have reached at alarming state where they start affecting the technical efficiency levels adversely or not. The efficiency score have been computed using case model (model with NPAs as bad/undesirable output) vs control model (model without NPAs as bad/undesirable output) methodology under meta-frontier data envelopment analysis framework. It has been noticed that the effect of NPAs on overall technical efficiency and its various components is insignificant. The comparison of the case models (i.e. model with NPAs as bad output) with the control models (i.e. model without NPAs) reveals insignificant difference in average efficiency scores and rank distribution of commercial banks. The major source of inefficiency is technology gap (i.e. structure, setup and objectives of banking) among public, domestic private and foreign private categories of banks. Though NPAs are increasing in Indian banking industry and specifically in Indian public sector banks because of their compulsory lending to priority sector yet the banks have huge scope to extend credit to priority sector as the NPAs have not reached at alarming stage where they start affecting adversely the efficiency performance. Given the fact that the banking penetrations, structure and objectives differ significantly across ownership, separate frontiers for each ownership (public, private and foreign banks) category has been used to evaluate the technical efficiency levels of 81 commercial banks operating in India over the period 2005 to 2013.

Dr. Pradip Kumar Samanta (2017) - The Banks being the mobiliser of finances of different sectors of economy, are expected to be strong enough to withstand the shocks like inflation, depression etc. and to cushion the other financial Institutions along with industries and common people against financial crisis. The Public Sector Banks having a large stake of the Government in their Capital structure are preferred by the commoners often. In this context, this paper tries to depict both the Gross Non-Performing Asset and Net Non-Performing Asset position of Public Sector Banks in India and attempts to find whether there is any significant difference among them. This paper also tries to show the impact of GNPA on Net Profit of the selected banks for the last 5 years.

Miyan Mohammad (2017) - The present paper is to analyse the comparative study of the NPA factor and returns on assets of the PSU banks and private sector for the period of five years i.e., from 2011-12 to 2015-16. The study has considered various parameters for measuring the performance like as Gross NPA %, Net NPA %, return % on assets, growth % of Net NPA and growth % of return on assets. The data of State Bank of India; Punjab National Bank are using for PSU banks and HDFC Bank; ICICI Bank are using for private banks. It is to conclude that the results and trends show that NPAs are having a downward trend over the study period, but Non-Performing Assets of public sector banks are still higher than private sector banks. The returns on the assets have also the downward trends but this is much lower in PSU banks as compared to private banks. Hence, the performances of PSU banks are not suitable as compared to private sector banks.

Gourav Vallabh, Digivijay Singh, Ruchi Prasoon, Abhimanyu Singh (2016) - Banking sector is the backbone of any economy and plays a pivotal role in the development of the nation. With the ever-increasing need of involvement of banks in the economic growth process, the issue of non-Performing Assets (NPAs) has assumed mammoth proportions. Subsequently, as government in emerging countries pushes for financial inclusion, the risk associated with bank assets increases. With this background, this paper analyses problem of non-Performing Assets (NPAs) in Indian banking system. The authors have devised a unique way to forecast the NPAs in Indian banking system in 2020. The focus was to devise a model which would play a pivotal role in forecasting future NPAs in the Indian banking sector. This was achieved by looking into various methodologies and zeroing in on a model, which could be implemented to help understand how NPAs could be predicted.

Ashly Lynn Joseph (2014) - A healthy and a sound banking system are very essential for an economy in order to grow and remain in this competitive environment. RBI and other regulatory bodies have taken several policies in the light of developing the functioning of the banking sector. The best indicator for the health of the banking industry in a country is its level of non-performing assets (NPAs). It reflects the performance of banks. NPAs in the Indian banking sector have become a major concern for the Indian economy. NPA has a direct impact on the profitability, liquidity and solvency position of the bank. Higher NPA indicates inefficiency of the bank and lower NPA indicate better performance and management of funds. To improve the efficiency and profitability of banks the NPA need to be reduced and controlled. This paper basically deals with the trends of NPA in banking industry, the factors that mainly contribute to NPA raising in the banking industry and also provides some suggestions how to overcome this burden of NPA on banking industry.

Sulgana Das, Abhijit Dutta (2014) – Non-Performing Assets are a burning topic of concern for the public sector banks as managing and controlling NPA is very important. The current paper with the help of secondary data, from RBI website, tried to analyse the 6 years (2008-13) net non-performing asset data of 26 public sector banks, by using Annova statistics, and with the help of SPSS software. The main objective of the study is to find out if there are any significant differences in the mean variation of the concerned banks. The paper also focuses on the reason behind the NPA and its impact on banking operations.

Dr. Samir, Deepa Kamra (2013) - With the introduction of international norms for income recognition, asset classification and provisioning in the banking sector, managing NPAs has emerged as one of the major challenges facing Indian banks. Banks today are judged not only on the basis of number of branches and volume of deposits but also on the basis of quality of assets. Non-performing assets constitute a major portfolio of the Banks portfolio and hence are an inevitable burden on the banking industry. NPAs adversely affect the profitability, liquidity and solvency of the banks. This paper analyses the position of NPAs in selected banks namely State Bank of India (SBI), Punjab National Bank (PNB) and Central Bank of India (CBI). It also highlights the policies pursued by the banks to tackle the NPAs and suggests a multi-pronged strategy for speedy recovery of NPAs in banking sector.










































CHAPTER 3: THEORETICAL FRAMEWORK














3.1 NON-PERFORMING ASSET (NPA)
A Non-Performing Asset (NPA) is an asset, including a leased asset, loan or investment, which ceases to generate income for the bank. NPA, as defined by the Reserve Bank of India in the "Prudential Norms on income recognition, asset classification and provisioning pertaining to advances" is a loan or an advance where: Interest and for instalment of principal remain overdue for a period of more than 90 days in respect of a term loan. The account remains "out of order" in respect of an overdraft/cash credit (OD. CC). The bill remains overdue for a period of more than 90 days in the case of bills purchased and discounted. The instalment of principal or interest thereon remains overdue for two crop seasons for short duration crops, The amount of liquidity facility remains outstanding for more than 90 days, in respect of a securitization transaction undertaken in terms of RBI guidelines on securitisation. The overdue receivables representing positive mark-to-market value of a derivative contract remain unpaid for a period of 90 days from the specified due date for payment.

3.2 OUT OF ORDER
An account should be treated as out of order if the outstanding balance remains continuously in excess of the sanctioned limit/ drawing power. In cases where the outstanding balance in the principle operating account is less than the sanctioned limit/ drawing power, but there are no credits continuously for 90 days as on the date of balance sheet or credits are not enough to cover the interest debited during the same period, these accounts should be treated as 'out of order.

3.3 OVERDUE
An amount due to the bank under any credit facility is "overdue", if it is not paid on the due date fixed by the bank.

3.4 TYPES OF NPAs
There are two types of NPAs, they are:
1. Gross NPA:
Gross NPAs are the sum total of all loan assets that are classified as NPAs as per RBI guidelines as on balance sheet date Gross NPA reflects the real NPAs and the quality of the loans made by banks, it consists of all the non-standard assets like as sub- standard, doubtful, and loan assets. It can be calculated with the help of following ratio
Gross NPA Ratio = Total NPA/Total Advances

2. Net NPA:
Net NPAs are those types of NPAs in which the bank has deducted the provision regarding NPAs.Net NPA is obtained by reducing the provision from gross NPAs and shows the actual burden of banks. It can be calculated by following:
Net NPA=Gross NPA - (Balance in interest suspense account + DICGC/ECGC claims received and held pending adjustment part payment received and kept in suspense account + total provisions held).

3.5 CATEGORIES OF NPA
Non-performing assets can be classified into the following three categories based on the period for which the asset has remained non-performing and the extent to which realisation of the dues is possible.
a. Sub-standard assets-A sub-standard asset would be one, which has remained NPA for a period less than or equal to 12 months.
b. Doubtful assets-As an asset would be classified as doubtful if it has remained in the sub-standard category for a period of 12 months. As an asset, classified as doubtful asset, is further classified as "doubtful 1" during the first year, as
c. Loss assets-A loss asset is one where loss has been identified by the bank or internal or external auditors or the RBI inspection, but the amount has not been written off wholly.

3.6 FACTORS FOR RISE IN NPAS
The banking sector has been facing the serious problems of the rising NPAs. But the problem of NPAs is more in public sector banks when compared to private sector banks and foreign banks. The NPAs in banking industry are growing due to external as well as internal factors

EXTERNAL FACTORS: -
A. Ineffective recovery tribunal:
The Govt. has set of numbers of recovery tribunals, which works for recovery of loans and advances. Due to their negligence and ineffectiveness in their work the bank suffer the consequence of non-recover, thereby reducing their profitability and liquidity.
B. Wilful Defaults:
There are borrowers who are able to pay back loans but are intentionally withdrawing it. These groups of people should be identified and proper measures should be taken in order to get back the money extended to them as advances and loans.
C. Natural calamities:
This is the measure factor, which is creating alarming rise in NPAs of the PSBs. Every now and then India is hit by major natural calamities thus making the borrowers unable to pay back their loans. Thus the bank has to make large amount of provisions in order to compensate those loans, hence end up the fiscal with a reduced profit.
D. Industrial sickness:
Improper project handling, ineffective management, lack of adequate resources, lack of advance technology, day to day changing govt. Policies give birth to industrial sickness. Hence the banks that finance those industries ultimately end up with a low recovery of their loans reducing their profit and liquidity.
E. Mechanical sickness:
Improper task taking care of. Ineffectual administration, absence of sufficient asset, absence of development innovation, everyday evolving govt. Arrangements bring forth mechanical ailment. Consequently the banks that fund those business eventually wind up with a low recuperation of their advances lessening their benefit and liquidity
F. Lack of demand:
Entrepreneurs in India could not foresee their product demand and start production which ultimately piles up their product thus making them unable to pay back the money they borrow to operate these activities. The banks recover the amount by selling of their assets, which covers a minimum label. Thus the banks record the non-recovered part as NPAs and have to make provision for it.
G. Change on government policy:
Arrangements with each new government managing an account segment get new approaches for its operation. In this way it needs to adapt to the changing standards and arrangements for the control of the ascending of NPAs.

INTERNAL FACTORS:-
A. Defective lending process:
There are three cardinal principals of bank lending that have been followed by the commercial banks since long
1. Principle of safety
2. Principle of liquidity
3. Principle of profitability
B. Inappropriate technology:
Due to inappropriate technology and management information system, market driven decisions on real time basis cannot be taken. Proper MIS and financial accounting system is not implemented in the banks, which leads to poor credit collection, thus NPAS. All the branches of the bank should be computerized.
C. Dishonourable SWOT analysis:
The disgraceful quality, shortcoming, opportunity and risk investigation is another purpose behind ascend in NPAs. While giving unsecured advances the banks depends more on the genuineness, uprightness, and monitory soundness and credit value of the borrower. Banks ought to consider the borrowers on capital venture. It ought to gather credit data of the borrowers from
1. from financiers.
2. Enquiry from business sector/ proportion of exchange, industry, business
3. From outside FICO score officers
D. Poor credit appraisal system:
Poor credit appraisal is another factor for the rise in NPAs. Due to poor credit appraisal the bank gives advances to those who are not able to repay it back. They ought to utilize great credit evaluation to diminish the NPAS.
E. Absence of regular industrial visit:
The irregularities in spot visit increases the NPAs Absence of regularly visit of bank officials to the customer point decreases the collection of interest and principals on the loans. The NPAs due to wilful defaulters can be collected by regular visits
F. Re-loaning process:
Non remittance of recoveries to higher financing agencies and re loaning of the same have already affected the smooth operation of the credit cycle.

3.7 IMPACT OF NPAS
The higher is the amount of non-performing assets (NPA) the weaker will be the bank's revenue stream; Indian Banking sector has been facing the NPA issue due to the mismanagement in the loan distribution carried by the public sector banks. As the NPAs of the banks will rise, it will bring a scarcity of funds in the Indian markets. Few banks will be willing to lend if they are not sure of the recovery of their money. The shareholders of the banks will lose of money as banks themselves will find it tough to survive in the market. This will lead to a crisis situation in the market. The price of loans, interest rates will shoot up badly. Shooting of interest rates will directly impact the investors who wish to take loans for setting up infrastructural. industrial projects etc. It will also impact the retail consumers, who will have to shell out a higher interest rate for a loan. All these factors hurt the overall demand in the Indian economy. Finally, it will lead to lower growth and higher inflation because of the higher cost of capital.

3.8 RECOVERY MEASURES OF NPA
1. SARFAESI Act
The Securitisation and Reconstruction of Financial Assets and Enforcement of Securities Interest Act, 2002 (also known as the SARFAESI Act) is an Indian law. It allows banks and other financial institution to auction residential or commercial properties to recover loans. The first asset reconstruction company (ARC) of India. ARCIL, was set up under this act.
Under this act secured creditors (banks or financial institutions) have many right for enforcement of secured interest under section 13 of SARFAESI Act, 2002. If borrower of financial assistance makes any default in repayment of loan or any instalment and his account is classified as Non-Performing Asset (NPA) by secured creditor, then secured creditor may require before expiry of period of limitation by written notice to the borrower for repayment of due in full within 60 days by clearly stating amount due und intention for enforcement. Where he does not discharge dues in full within 60 days, then without intervention of any court or tribunal secured creditor may take possession (including sale, lease, assignment) of secured asset, or take over management of business of borrower or appoint manager for secured asset or without taking any of these action may also proceed against guarantor or sell the pledged asset, if any.
2. Preference of Claims
Banks should expeditiously and properly claim indemnity from organizations like Deposit Insurance and Credit Guarantee Corporation called DICGC, Export Cred Guarantee Corporation called ECGC, Credit Guarantee Fund Trust for small scale Industries, Insurance Companies etc. and invoke Government/other personal guarantees to recover loan dues and reduce non-performing assets.
3. Compromise Proposal
Compromise routes are adopted by banks, where borrowers experience certain genuine difficulties and where normal recovery is not possible. It involves certain sacrifices on the part of the banks on the principle of "one bird at hand is worth two in the bush Such proposals can be taken up considering the history of the borrowable account, security available, net worth of the borrower/guarantor, time value of offer made etc.
4. Technical Write Off
Normally banks decide writing off small loans which have become bad and the recovery is not at all possible in those accounts under any circumstances on account of the facts that the borrower might have been expired, he has no means to repay the loan at any cost and there may be huge losses in respect of the properties etc. This is for the sole purpose of servicing such non-performing accounts.
5. One Time Settlement Scheme
To reduce the absolute amount of non-performing assets. Government of India along with Reserve Bank of India are announcing one time settlement schemes periodically for the past few years. When the borrowers are alive and when the borrowers are farmers, small entrepreneurs etc, and they find it very difficult to pay their dues for various reasons like bad health and fall in their business ventures, however, they have the inclination to repay their debts to the banks, this type of practice is very much helpful to the borrowers and the lending institutions. Surely the banks are in a position to lose certain portion of their loan amount when they are conducting one time settlement scheme.
3.9. COMPANY PROFILE – FEDERAL BANK
The Federal Bank Limited is a major private sector commercial bank headquartered at Aluva, Kochi, Kerala. As on 31 March 2016. Federal Bank has 1252 branches and 1680 ATMs across the country. A bank is a financial institution that accepts deposits from the public and creates credit. Lending activities can be performed either directly or indirectly through capital markets. Due to their importance in the financial stability of a country, banks are highly regulated in most countries. Most nations have institutionalized a system known as fractional reserve banking under which banks hold liquid assets equal to only a portion of their current liabilities. In addition to other regulations intended to ensure liquidity. banks are generally subject to minimum capital requirements based on an international set of capital standards, known as the Basel Accords. Banking in its modern sense evolved in the 14th century in the prosperous cities of Renaissance Italy but in many ways was a continuation of ideas and concepts of credit and lending that had their roots in the ancient world. In the history of banking, a number of banking dynasties notably, the Medicis, the Fuggers, the Welsers, the Berenbergs and the Rothschilds-have played a central role over many centuries. The oldest existing retail bank is Banca Monte dei Paschi di Siena, while the oldest existing merchant bank is Berenberg Bank.
HISTORY:
The history of Federal Bank dates back to the pre-independence era. On 7th April 1931 at Pattamukki Varattasseril Tharavad, the Pattamukki Varattisseril Brothers gathered to discuss the necessary steps to be taken to form a bank. The Federal Bank Limited (the erstwhile Travancore Federal Bank Limited) was incorporated with an authorized capital of ₹5000 from Pattamukkil Varattisseril Brother's at Pattamukkil Varattisseril Ancestral Home, Nedumpuram a place near Thiruvalla in Central Travancore on 24th April 1931 under the Travancore Company's Act. 1916. It started with the business of auction-chitty and elementary banking transactions related to agriculture and industry. The home functioned as the bank office for nearly 15 years.
The founders included Pattamukkil Varattisseril Commen Geevarghese, and his brothers Oommen Chacko. Oommen Kurian, and Oommen George. Oomumen Geevarghese was the founder chairman and Oommen Chacko was the managing director. The Travancore Agriculturists' Relief Act. 1939, and the limitation of interest by the Travancore Debt Relief Act, 1941 greatly influenced the smooth functioning of bank. The terms and conditions of this particular act was supportive to the farmers and it was totally against the interest of the banks and auction-chitty operators of that time. After the bank had functioned for nearly 15 years, the bank's day-to-day operations had to be stopped due to Oommen Chacko's ill-health.
A lawyer from Perumbavoor named Kulangara Paulo Hormis (K.P Hormis), and his acquaintances, bought the shares and took over the management on 30th December 1944 and till 18th May 1945 Travancore Federal Bank Limited functioned at Nedumpuram under his chairmanship.
The bank was named Federal Bank Limited on 2 December 1949, after completing the formalities of Banking Regulation Act, 1949 Between 1963 and 1970, Federal Bank took over Chalakudy Public Bank (est. 20 July 1929 in Chalakudy), Cochin Union Bank (est. 1963) in Trichur, Alleppey Bank (Est 1964: Alappuzha), St. George Union Bank (est. 1965) in Puthenpally, and Marthandam Commercial Bank (est. 1968) in Thiruvananthapuram. In 1970. Federal Bank became a scheduled commercial bank and came out with its initial public offering in 1994.In January 2008. Federal Bank opened its first overseas representative office in Abu Dhabi. In April 2015, Federal Bank posted its highest ever net profit at 1005.75 crores for the fiscal 2014-15. The net profit grew 20% during the year, which saw the deposits and advances of the bank outgrow that of the industry by 40%. In November 2016, Federal Bank opened its second UAE representative office in Dubai as part of a strategy to expand footprints in the Persian Gulf region to serve its fast-growing overseas clients.
3.10. COMPANY PROFILE – STATE BANK OF INDIA
State Bank of India (SBI) is an Indian multinational public sector bank and financial services statutory body headquartered in Mumbai. It is the largest bank in India with a 23% market share by assets and a 25% share of the total loan and deposits market. It is also the tenth largest employer in India with nearly 250,000 employees. As of 2024, SBI has 50 crore customers. 
The Reserve Bank of India (RBI) has identified SBI as Domestic Systemically Important Banks (D-SIBs), which are often referred to as banks that are "too big to fail". SBI is the 47th largest bank in the world by total assets and ranked 178th in the Fortune Global 500 list of the world's biggest corporations of 2024, being the only Indian bank on the list. In 2024, SBI was ranked 55th in Forbes Global 2000.
HISTORY:
The roots of the State Bank of India lie in the first decade of the 19th century when the Bank of Calcutta (later renamed the Bank of Bengal) was established on 2 June 1806. The Bank of Bengal was one of three Presidency banks, the other two being the Bank of Bombay (incorporated on 15 April 1840) and the Bank of Madras (incorporated on 1 July 1843). All three Presidency banks were incorporated as joint stock companies and were the result of royal charters. These three banks received the exclusive right to issue paper currency till 1861 when, with the Paper Currency Act, the right was taken over by the Government of India. The Presidency banks amalgamated on 27 January 1921, and the re-organised banking entity took as its name Imperial Bank of India. The Imperial Bank of India remained a joint-stock company but without Government participation.
Under the provisions of the State Bank of India Act of 1955, the Reserve Bank of India, which is India's central bank, acquired a controlling interest in the Imperial Bank of India. On 1 July 1955, the Imperial Bank of India became the State Bank of India. In 2008, the Government of India acquired the Reserve Bank of India's stake in SBI to remove any conflict of interest because the RBI is the country's banking regulatory authority.
In 1959, the government passed the State Bank of India (Subsidiary Banks) Act. This made eight banks that had belonged to princely states into subsidiaries of SBI. This was during the First Five-Year Plan, which prioritised the development of rural India. The government integrated these banks into the State Bank of India system to expand its rural outreach. In 1963, SBI merged the State Bank of Jaipur (est. 1943) and State Bank of Bikaner (est.1944).
In March 2001, SBI partnered with BNP Paribas to form a 76:24 joint venture life insurance company named SBI Life Insurance Company. The proposal to merge all the associate banks into SBI to create a single very large bank and streamline operations started in the mid-2000s. 
In 2016, the board of SBI and the Union Cabinet cleared the proposal to merge the remaining five associate banks (State Bank of Bikaner and Jaipur, State Bank of Hyderabad, State Bank of Mysore, State Bank of Patiala, and State Bank of Travancore) and SBI's fully-owned subsidiary Bhartiya Mahila Bank with SBI. The merger would see SBI entering the list of world's 50 largest banks by assets. The merger went into effect on 1 April 2017. 
In March 2020, as part of an RBI-directed rescue deal, the State Bank of India acquired a 48.2% stake in Yes Bank. As of 8 February 2024, the shareholding has decreased to 26.13%.
On 16 August 2022, in an attempt to facilitate and support India's start-ups, SBI launched a dedicated branch for start-ups in Bengaluru.
 
3.11. COMPANY PROFILE – HDFC BANK
HDFC Bank Limited is an Indian banking and financial services company, headquartered in Mumbai. It is India's largest private sector bank by assets and market capitalization. The Reserve Bank of India (RBI) has identified the HDFC Bank as Domestic Systemically Important Banks (D-SIBs), which are often referred to as banks that are “too big to fail”. 
As of April 2024, HDFC Bank has a market capitalization of $145 billion making it the third-largest company on the Indian stock exchanges. It is also the sixteenth largest employer in India with over 173,000 employees, following its takeover of parent company Housing Development Finance Corporation. 
HISTORY:
HDFC Bank was incorporated in 1994 as a subsidiary of HDFC Ltd, which received an 'in principle' approval from the RBI to set up a bank in the Private Sector as part of its liberalization of the Indian banking industry. The bank commenced operations in January 1995, with its registered office in Mumbai. Its first corporate office and a full-service branch at Sandoz House, Worli, was inaugurated by the then Union Finance Minister, Manmohan Singh. 
In February 2000, Times Bank merged with HDFC Bank, which was India's first-ever voluntary merger of banks. Times Bank was established by India's largest media conglomerate, The Times Group. 
In July 2001, HDFC Bank's ADS listed on the New York Stock Exchange after an IPO. 
In 2008, HDFC Bank acquired the Centurion Bank of Punjab (CBoP) for ₹9,510 crore (US$2.19 billion) in a share-swap deal, reportedly the largest acquisition in the Indian financial sector at the time. 
In 2021, the bank acquired a 9.99% stake in Ferbine, an entity promoted by Tata Group, to operate a pan-India umbrella entity for retail payment systems, similar to the National Payments Corporation of India. 
On 4 April 2022, HDFC Ltd announced that it would merge with HDFC Bank, marking India's largest-ever M&A deal. As part of the merger, HDFC Ltd would transfer its home loan portfolio to HDFC Bank, while the bank offered depositors of HDFC Ltd the choice of either withdrawing their money or renewing their deposits with the bank at the interest rate that the bank was then offering. 
On 1 July 2023, the merger of HDFC Ltd with HDFC Bank was completed. Consequently, HDFC Bank had a market capitalisation of $154 billion, becoming the seventh most valuable bank in the world. HDFC Bank also became one of the world's top 100 banking companies by total assets. 
The combined entity had a customer base of 120 million, surpassing the population of Germany in size. The merger resulted in a substantial increase in bank headcount, with the workforce totalling 177,000 employees. The merged entity became the second-largest bank in India, trailing only the State Bank of India in terms of assets.[31] The number of branches increased to 8,300. 
Shares of HDFC Ltd were delisted and shareholders were allotted 42 shares of HDFC Bank for every 25 shares of HDFC Ltd held, leading to an increase in the equity capital of HDFC Bank. 
As of March 2024, HDFC Bank's distribution network included 8,735 branches and 20,938 ATMs (cash recyclers; cash deposit and withdrawal) spread throughout 3,836 cities and villages. The distribution network of HDFC Ltd., which consists of 737 locations and includes 214 offices of HDFC Sales Private Limited, has been integrated into the network of the Bank. 
HDFC Bank is the sole private bank operating in the union territory of Lakshadweep after opening a branch in Kavaratti island. 













CHAPTER 4: DATA ANALYSIS AND INTERPRETATION















FEDERAL BANK

4.1. Calculation of NPA ratio:
· Gross NPA Ratio = (Gross NPA/ Total Advances) *100
· Net NPA Ratio = (Net NPA/ Total Advances) *100

Table 4.1: Showing the Net NPA Ratio of Federal Bank (Rs. in cr)
	YEAR
	NET NPA
	Total Advances
	NET NPA RATIO (%)

	2019
	1,607.17
	1,12,205
	1.43

	2020
	1,569.28
	1,23,793
	1.27

	2021
	1,392.62
	1,34,876
	1.03

	2022
	1,205.01
	1,53,335
	0.79

	2023
	1,255.33
	1,74,447
	0.72

	2024
	1,255.00
	2,09,403
	0.60



Figure 4.1: Showing the Net NPA Ratio of Federal Bank

Interpretation: The Net NPA of Federal Bank has decreased consistently from ₹1,607.17 crore in 2019 to ₹1,255.00 crore in 2024. A reduction in Net NPA indicates that the bank has made progress in recovering bad loans or reducing the overall bad loan value. The small increase in 2023 (₹1,255.33 crore) could be attributed to certain external factors like economic conditions or industry-specific issues, but overall, the bank is showing improved asset quality over the period. Total Advances have grown significantly from ₹1,12,205 crore in 2019 to ₹2,09,403 crore in 2024. This is a positive sign as it shows Federal Bank's increasing ability to lend, which reflects growth in the bank's operations. The strong growth in advances also suggests that Federal Bank has been able to attract and maintain a larger customer base for loans. The Net NPA Ratio has consistently declined from 1.43% in 2019 to 0.60% in 2024, which is an excellent indicator of improving asset quality and risk management. A lower NPA ratio suggests that the bank is able to recover more of its bad loans or has a better approach to lending, resulting in fewer bad loans as a percentage of total advances.

4.2. Calculation of GPA ratio:
Table 4.2: Showing the Gross NPA Ratio of Federal Bank (Rs. in cr)
	YEAR
	GROSS NPA
	Total Advances
	GROSS NPA RATIO (%)

	2019
	3,530.83
	1,12,205
	3.15

	2020
	4,602.39
	1,23,793
	3.72

	2021
	4,136.74
	1,34,876
	3.07

	2022
	4,183.77
	1,53,335
	2.73

	2023
	4,528.87
	1,74,447
	2.60

	2024
	4,529.00
	2,09,403
	2.16



Figure 4.2: Showing the Gross NPA Ratio of Federal Bank

Conclusion: The Gross NPA has fluctuated over the years, increasing from ₹3,530.83 crore in 2019 to ₹4,529.00 crore in 2024. The sharp rise in 2020 (₹4,602.39 crore) could likely be a result of the COVID-19 pandemic, which impacted many borrowers' ability to repay loans. The Gross NPA then slightly decreased in 2021 and 2022, but the values have remained relatively stable in 2023 and 2024. This indicates that while Federal Bank has faced challenges with bad loans, the overall level of Gross NPA has remained fairly constant in recent years. Total Advances have grown steadily from ₹1,12,205 crore in 2019 to ₹2,09,403 crore in 2024. This reflects the bank's increasing lending activity and an expanding loan portfolio. While Gross NPA has increased in absolute terms, the growth in advances has outpaced the increase in bad loans, suggesting that the NPA ratio is improving as the loan book expands. The Gross NPA Ratio has been gradually decreasing from 3.15% in 2019 to 2.16% in 2024, which indicates a positive trend in asset quality. A lower Gross NPA Ratio suggests that the proportion of bad loans relative to the total loans is shrinking, signalling improved loan quality over time. Although Gross NPA in absolute terms increased in 2020, the Gross NPA Ratio continued to improve in subsequent years. This suggests that Federal Bank is improving its ability to manage and control NPAs despite an increasing loan book.
4.3 Capital Adequacy Ratio
Table 4.3: Showing the Capital Adequacy Ratio of Federal Bank
	YEAR
	CAPITAL ADEQUACY RATIO

	2019
	14.14%

	2020
	14.35%

	2021
	14.62%

	2022
	15.77%

	2023
	14.81%

	2024
	16.13%



Figure 4.3: Showing the Capital Adequacy Ratio of Federal Bank

Conclusion: The Capital Adequacy Ratio has generally been above the regulatory minimum (typically around 9%-12% depending on the region), indicating that Federal Bank has maintained a strong capital buffer to cover potential risks. A higher CAR means that the bank has a greater capacity to absorb losses, which is important for both regulatory compliance and financial stability. From 14.14% in 2019 to 16.13% in 2024, the CAR has shown an upward trend overall, which is a positive indicator. The increase in CAR suggests that Federal Bank has been strengthening its capital position, either by retaining earnings or issuing new equity, and is becoming more resilient to financial shocks. In 2020, there is a slight increase to 14.35%, followed by 14.62% in 2021. The steady increase in these years, especially after the challenges posed by the COVID-19 pandemic, shows that the bank managed to maintain a stable capital position during uncertain times. 
The increase in 2022 to 15.77% might reflect the bank's efforts to bolster its capital further, possibly in response to expanding its loan portfolio and strengthening its risk management after the pandemic. In 2023, there is a slight decline to 14.81%, but it is still relatively strong and above the 14% mark. In 2024, the CAR again increases to 16.13%, suggesting that Federal Bank has continued its focus on maintaining a healthy capital cushion, which is good for managing risks and supporting business growth.
4.4. Movement of Gross NPA and Net NPA
Table 4.4: Showing the comparison of Gross NPA and Net NPA of Federal Bank (Rs. in cr)
	YEAR
	GROSS NPA
	NET NPA

	2019
	3,530.83
	1,607.17

	2020
	4,602.39
	1,569.28

	2021
	4,136.74
	1,392.62

	2022
	4,183.77
	1,205.01

	2023
	4,528.87
	1,255.33

	2024
	4,529.00
	1,255.00



Figure 4.4: Showing the comparison of Gross NPA and Net NPA of Federal Bank 

Conclusion: Gross NPA has fluctuated over the years, with a significant rise in 2020 (₹4,602.39 crore), likely due to the impact of the COVID-19 pandemic, which led to a higher number of loan defaults. However, after 2020, Gross NPA decreased in 2021 and 2022, reflecting the bank’s ability to reduce bad loans or improve recoveries. In 2023 and 2024, Gross NPA increased slightly but has remained relatively stable over the last two years. This could indicate that the bank has faced some challenges in reducing NPAs, but the increase is marginal, and overall, the trend is not alarming. Net NPA has shown a decreasing trend from ₹1,607.17 crore in 2019 to ₹1,255.00 crore in 2024. This is a positive sign, as it indicates that the bank has been successfully provisioning for and recovering bad loans over the years. The slight increase in Net NPA in 2023 (₹1,255.33 crore) suggests that while the Gross NPA remained somewhat stable, the Net NPA remained manageable, reflecting Federal Bank's ability to create provisions and manage risk effectively.

STATE BANK OF INDIA
4.5 Net NPA Ratio of State Bank of India:
Table 4.5: Showing the Net NPA Ratio of State Bank of India (Rs. in cr)
	YEAR
	Net NPA
	Total Advances
	NPA Ratio (%)

	2019
	65,895.00
	22,93,000
	2.87

	2020
	51,871.00
	23,25,290
	2.23

	2021
	36,810.00
	24,50,821
	1.50

	2022
	27,965.00
	27,33,967
	1.02

	2023
	21,467.00
	30,35,000
	0.71

	2024
	21,051.00
	33,00,000
	0.64



Figure 4.5: Showing the Net NPA Ratio of State Bank of India 

Conclusion: Net NPA has shown a significant decrease over the years, from ₹65,895 crore in 2019 to ₹21,051 crore in 2024. This is a positive development, indicating that SBI has been able to reduce its bad loans significantly. The consistent decline suggests that the bank has been successful in its efforts to recover bad loans, make provisions, and improve asset quality. The small decrease in 2024 compared to 2023 indicates stability in terms of asset quality, with little to no major deterioration in the loan portfolio. Total Advances have increased steadily from ₹22,93,000 crore in 2019 to ₹33,00,000 crore in 2024. This growth reflects the expansion of SBI's lending activities, showing a robust growth in the bank's business. The steady growth in advances suggests that SBI is not only expanding its loan portfolio but also potentially reaching a broader customer base, contributing to higher future revenues. NPA Ratio has consistently declined from 2.87% in 2019 to 0.64% in 2024, which is a very positive sign. The NPA ratio indicates that the proportion of bad loans relative to the total loan portfolio is decreasing, suggesting an improvement in asset quality. This significant reduction in the NPA ratio reflects SBI's effective risk management, including the ability to recover non-performing loans and manage credit risk. The NPA ratio of 0.64% in 2024 is quite low, indicating that SBI has a healthy loan book and has managed to control bad loans effectively.
4.6 Gross NPA Ratio of State Bank of India:
Table 4.6: Showing the Gross NPA Ratio of State Bank of India (Rs. in cr)
	YEAR
	Gross NPA
	Total Advances
	GPA Ratio (%)

	2019
	1,72,750.00
	22,93,000
	7.53

	2020
	1,49,092.00
	23,25,290
	6.41

	2021
	1,26,389.00
	24,50,821
	5.16

	2022
	1,12,023.00
	27,33,967
	4.10

	2023
	90,928.00
	30,35,000
	3.00

	2024
	84,276.00
	33,00,000
	2.55

	
	
	
	



Figure 4.6: Showing the Gross NPA Ratio of State Bank of India

Conclusion: Gross NPA has shown a steady decline from ₹1,72,750 crore in 2019 to ₹84,276 crore in 2024. This suggests that SBI has been effectively reducing its bad loans over the years. The largest reduction came in 2020, followed by a continued decline in the following years. This indicates that SBI has been actively addressing and recovering non-performing loans, which is a positive sign of improving asset quality. Total Advances have consistently grown from ₹22,93,000 crore in 2019 to ₹33,00,000 crore in 2024. This shows that SBI has been actively expanding its loan portfolio, reflecting business growth. The bank has been increasing its lending activity, which is expected to contribute to higher future revenues, but it has also effectively managed to reduce its Gross NPA at the same time. GPA Ratio has been consistently declining from 7.53% in 2019 to 2.55% in 2024, which is a positive development. This decline shows that the bank is reducing the proportion of non-performing loans relative to its total advances, indicating an overall improvement in the quality of the loan portfolio. The decline in the GPA Ratio also indicates that SBI has been able to manage the credit risk associated with its growing loan book more effectively. A GPA Ratio of 2.55% in 2024 is relatively low, suggesting that a smaller portion of SBI's loans are at risk of default, which is favourable from a financial stability perspective.
4.7 Capital Adequacy Ratio
Table 4.7: Showing the Capital Adequacy Ratio of State Bank of India
	YEAR
	CAPITAL ADEQUACY RATIO

	2019
	12.72%

	2020
	13.06%

	2021
	13.74%

	2022
	13.83%

	2023
	14.68%

	2024
	14.28%



Figure 4.7: Showing the Capital Adequacy Ratio of State Bank of India


Conclusion: From 12.72% in 2019 to 14.28% in 2024, SBI's CAR has shown a consistent upward trend over the years, indicating that the bank has been strengthening its capital base. The increase in CAR suggests that SBI has been raising its capital reserves through retained earnings or equity issuance, which provides a stronger cushion against potential losses and enhances its ability to absorb financial shocks. A CAR above the regulatory minimum (usually around 9%-12% for banks, depending on the regulatory framework) is a good sign, and SBI's CAR is comfortably above the minimum required level. The ratio suggests that the bank has been maintaining a solid capital position, which is essential for stability and growth. In 2024, with a CAR of 14.28%, SBI's capital strength is robust, providing a good buffer against risk. While the CAR has generally been increasing, there is a slight dip in 2024, with a reduction to 14.28% from 14.68% in 2023. While this reduction is minor, it could indicate an increase in risk-weighted assets or a change in the bank's capital structure. However, the decrease is not significant enough to raise any immediate concerns, as the CAR remains high and above the regulatory minimum.
4.8 Movement of Gross NPA and Net NPA:
Table 4.8: Showing the comparison of Gross NPA and Net NPA of State Bank of India (Rs. in cr)
	YEAR
	Gross NPA
	Net NPA

	2019
	172,750.00
	65,895.00

	2020
	149,092.00
	51,871.00

	2021
	126,389.00
	36,810.00

	2022
	112,023.00
	27,965.00

	2023
	90,928.00
	21,467.00

	2024
	84,276.00
	21,051.00



Figure 4.8: Showing the comparison of Gross NPA and Net NPA of State Bank of India 

Conclusion: Gross NPA has decreased steadily from ₹1,72,750 crore in 2019 to ₹84,276 crore in 2024. This indicates that SBI has been successful in reducing the total amount of non-performing loans, which reflects improvement in the overall quality of its loan portfolio. The most notable drop occurred between 2019 and 2020, which could be attributed to active efforts by the bank to recover bad loans, write off certain non-performing assets, or improve loan monitoring and collection processes. Net NPA has also consistently decreased from ₹65,895 crore in 2019 to ₹21,051 crore in 2024, showing a reduction in bad loans after provisions have been taken into account. The decrease in Net NPA suggests that the bank is making good progress in managing its non-performing loans, either by writing off or recovering them, as well as by maintaining adequate provisions for loan losses. The steady reduction in both Gross NPA and Net NPA indicates an improvement in asset quality. This is a strong sign of effective risk management and efforts to recover or provision against bad loans. The bank's loan book is becoming healthier, and the bank is in a better position to manage its credit risk.
HDFC BANK
4.9 Net NPA Ratio of HDFC:
Table 4.9: Showing the Gross NPA Ratio of HDFC (Rs. in cr)
	YEAR
	Gross NPA
	Total Advances
	GPA Ratio (%)

	2019
	8,091.74
	819000
	0.99

	2020
	7,500.00
	937000
	0.80

	2021
	6,800.00
	1133000
	0.60

	2022
	6,200.00
	1348000
	0.46

	2023
	5,800.00
	1614000
	0.36

	2024
	5,500.00
	1850000
	0.30


Figure 4.9: Showing the Gross NPA Ratio of HDFC 

Conclusion: Gross NPA has been steadily decreasing from ₹8,091.74 crore in 2019 to ₹5,500 crore in 2024. This indicates that HDFC Bank has been effectively managing and reducing its non-performing loans over the years. The consistent decline in Gross NPA suggests improvements in loan recovery, asset quality, and risk management practices. The reduction in bad loans is a positive indicator of the bank's ability to address credit risk. Total Advances have increased significantly from ₹8,19,000 crore in 2019 to ₹18,50,000 crore in 2024. This growth in advances shows that the bank is expanding its loan book and increasing its lending activities. Despite this growth in loans, the Gross NPA has decreased, suggesting that the bank has been successful in expanding its loan portfolio while keeping the level of bad loans under control. The Gross NPA Ratio has been declining steadily from 0.99% in 2019 to 0.30% in 2024. This is a significant improvement, showing that while the bank’s lending has increased, the proportion of non-performing loans relative to its advances is shrinking. The declining GPA Ratio indicates that HDFC Bank’s asset quality is improving, as the ratio shows a smaller portion of its total loan book is at risk of default. A GPA Ratio of 0.30% in 2024 is exceptionally low, signalling that the bank is managing credit risk very effectively and maintaining a high-quality loan portfolio.
4.10 Net NPA Ratio of HDFC:
Table 4.10: Showing the Net NPA Ratio of HDFC (Rs. in cr)
	YEAR
	Net NPA
	Total Advances
	NPA Ratio (%)

	2019
	4,368.43
	819000
	0.533

	2020
	3,500.00
	937000
	0.374

	2021
	3,000.00
	1133000
	0.265

	2022
	2,500.00
	1348000
	0.185

	2023
	2,200.00
	1614000
	0.136

	2024
	2,000.00
	1850000
	0.108


Figure 4.10: Showing the Net NPA Ratio of HDFC 










Conclusion: Net NPA has decreased steadily from ₹4,368.43 crore in 2019 to ₹2,000 crore in 2024. This indicates that HDFC Bank has been reducing its non-performing loans after accounting for provisions over the years. The decline in Net NPA suggests that the bank has been successful in managing its loan portfolio, with effective provisioning and recoveries. The reduced Net NPA indicates fewer bad loans, improving the overall health of the loan book. Total Advances have grown significantly from ₹8,19,000 crore in 2019 to ₹18,50,000 crore in 2024. This shows that HDFC Bank has been expanding its loan book rapidly, indicating a robust growth in lending activities. Even though the loan book has grown substantially, the Net NPA has continued to decrease, which is a positive sign that the bank is expanding while keeping credit risk low. The Net NPA Ratio has decreased consistently from 0.533% in 2019 to 0.108% in 2024. This indicates that, even though the bank’s loan portfolio has expanded, the proportion of non-performing loans has fallen drastically. A Net NPA Ratio of 0.108% in 2024 is exceptionally low, suggesting that the bank has successfully minimized bad loans and is managing credit risk very effectively.
4.11 Capital Adequacy Ratio
Table 4.11: Showing the Capital Adequacy Ratio of HDFC Bank
	YEAR
	CAPITAL ADEQUACY RATIO

	2019
	17.10%

	2020
	18.50%

	2021
	19.30%

	2022
	18.90%

	2023
	19.30%

	2024
	18.80%



Figure 4.11: Showing the Capital Adequacy Ratio of HDFC Bank

Conclusion: The Capital Adequacy Ratio has consistently been well above the regulatory minimum requirement (usually around 8% in most countries, and generally higher for systemically important banks). HDFC Bank's CAR has been consistently above 17% over the past five years, with the highest point in 2021 at 19.30%. This indicates that the bank has a strong capital base and is able to absorb shocks from financial risks, economic downturns, or unexpected losses. The CAR saw an increase from 17.10% in 2019 to 19.30% in 2021, indicating that HDFC Bank was building up its capital and strengthening its buffer against potential financial stress during this period. This could be due to strong profits or an increase in equity capital. From 2022 onwards, the CAR has remained relatively stable, fluctuating between 18.80% and 19.30%. This suggests that while HDFC Bank has maintained a strong capital position, it might not have needed to raise additional capital aggressively due to healthy profit generation or efficient capital management.
4.12 Movement of Gross NPA and Net NPA:
Table 4.12: Showing the comparison of Gross NPA and Net NPA of HDFC Bank (Rs. in cr)
	YEAR
	Gross NPA
	Net NPA

	2019
	8,091.74
	4,368.43

	2020
	7,500.00
	3,500.00

	2021
	6,800.00
	3,000.00

	2022
	6,200.00
	2,500.00

	2023
	5,800.00
	2,200.00

	2024
	5,500.00
	2,000.00



Figure 4.12: Showing the comparison of Gross NPA and Net NPA of HDFC Bank (Rs. in cr)

Conclusion: The Gross NPA has been steadily decreasing from ₹8,091.74 crore in 2019 to ₹5,500 crore in 2024. This shows that HDFC Bank is successfully reducing the total amount of non-performing loans in its portfolio. The decrease in Gross NPA suggests that the bank’s loan book quality has been improving, and it has likely implemented better credit risk management practices to minimize defaults.   The Net NPA has also consistently decreased from ₹4,368.43 crore in 2019 to ₹2,000 crore in 2024. This indicates that HDFC Bank has not only reduced the amount of non-performing loans, but it has also been effective in provisioning for bad loans. The decline in Net NPA suggests that the bank has been able to recover a larger portion of its bad loans or make adequate provisions against potential losses. This also signals a more resilient financial position.
4.13 Table showing the Mean, Standard Deviation and Coefficient of Variation for Gross NPA and Net NPA of Federal Bank, State Bank of India and HDFC Bank:
	
	Federal Bank
	State Bank of India
	HDFC Bank

	
	GNPA
	NNPA
	GNPA
	NNPA
	GNPA
	NNPA

	Mean
	2.74%
	1.04%
	4.76%
	1.54%
	1.24%
	0.35%

	S.D.
	0.45
	0.35
	1.83
	0.92
	0.09
	0.04

	C.V.
	16.39%
	33.68%
	38.53%
	59.45%
	7.41%
	12.93%



Calculations:
The mean is calculated as:
[image: ]

where:
· Xi​ are the individual data points,
· N is the total number of data points.
For example, SBI's Gross NPA values are: 7.53, 6.15, 5.00, 3.97, 3.14, 2.78
[image: ]

The standard deviation is calculated as:
[image: A math equation with a note

AI-generated content may be incorrect.]

where:
· Xi​ are individual values,
· Mean is the average of the dataset,
· N−1is used for a sample standard deviation.
For SBI’s Gross NPA:
1. Find deviations from the mean (Xi-mean): 
[image: ]
2. Square each deviation.
3. Sum the squared deviations.
4. Divide by N−1=5 (since we are calculating sample SD).
5. Take the square root.
This gives SD = 1.83 for SBI’s Gross NPA.
The coefficient of variation is calculated as follows:
[image: ]

For SBI’s Gross NPA:
[image: ]

Similarly, it is calculated for other banks as well as for Net NPA.





























CHAPTER 5: SUMMARY, FINDINGS, RECOMMENDATIONS AND CONCLUSION
















5.1 SUMMARY
This study was conducted to examine the comparison of NPA and its factor in Federal Bank, State Bank of India and HDFC Bank. It is a very important parameter to judge the performance and financial health of banks. The level of NPAs is one of the drivers of financial stability and growth of the banking sector. Hence, it is imperative to explore the management strategies to reduce the NPA of Federal Bank, State Bank of India and HDFC Bank. In this regard, the reduction of bank loans is extremely important in order to improve the health and profit of the financial institution. Against the backdrop, the present study entitled “Comparative analysis of non-performing assets in Federal Bank, State Bank of India and HDFC Bank”.
5.2 FINDINGS
· The Gross NPA ratio of Federal Bank decreased from 2.92% in FY2019 to 2.13% in FY2024, while the Net NPA ratio declined from 1.84% to 0.60% over the same period, reflecting improved asset quality.
· State Bank of India’s Gross NPA ratio showed a significant reduction from 7.53% in FY2019 to 2.78% in FY2024. The Net NPA ratio also improved from 3.01% in FY2019 to 0.71% in FY2024, reflecting enhanced asset quality and effective NPA management.
· Maintaining a relatively low Gross NPA ratio, HDFC Bank’s figures fluctuated slightly, with a peak of 1.36% in FY2019 and slight increase to 1.20% in FY2024. The Net NPA ration remained consistently low, ranging from 0.27% to 0.40%, indicating strong asset quality.
· Overall, SBI showed the most dramatic improvement, while HDFC Bank maintained the lowest NPA levels, reflecting its strong asset quality. Federal Bank, though starting with a lower GNPA  than SBI, also demonstrated steady progress in reducing bad loans.
· SBI’s aggressive NPA resolution strategies contributed to its sharp decline in both GNPA and NNPA, whereas HDFC Bank’s consistently low NPAs highlight its conservative lending approach and efficient risk management.
· Despite fluctuations, all three banks have strengthened their asset quality over the years, reinforcing stability in their financial performance.
· SBI has the highest Mean Gross NPA (4.76%), indicating higher loan defaults.
· HDFC Bank has the lowest Mean Gross NPA (1.24%) and the most stable asset quality. 
· Federal Bank’s Mean Gross NPA (2.74%) is in between but shows less variation (CV 16.39%) than SBI.
· SBI's Mean Net NPA (1.54%) has the highest fluctuation (CV 59.45%), showing inconsistent recovery of bad loans. 
· HDFC Bank has the lowest Mean Net NPA (0.35%) and least volatility, reflecting strong risk management. 
· Federal Bank’s Mean Net NPA (1.04%) is moderate, with lower fluctuations (CV 33.68%) than SBI.
· HDFC Bank has the best asset quality, with lowest NPA levels and least variation across years. 
· SBI has the highest NPA levels and fluctuations, indicating higher credit risk and inconsistent loan recovery. 
· Federal Bank is in between, showing moderate NPA levels with relatively stable performance.
· HDFC Bank is the most stable and best-performing bank in terms of NPAs. 
· SBI needs stronger NPA management, as both Gross and Net NPAs show high fluctuations. 
· Federal Bank is performing well, but there's room for improvement in reducing NPAs further.
5.3 RECOMMENDATIONS
Through RBI has reduced number of measures to reduce the problem of increasing NPAs of the bank such as CDR mechanism, one time settlement schemes, enactment of SARFAESI Act, etc. A lot of measures are desired in terms of effectiveness of these measures. What I would like to suggest for reducing the evolutions of the NPAs of Federal Bank, State Bank of India and HDFC Bank as under:
· State Bank of India:
· Improve due diligence before sanctioning loans. 
· Implement stricter credit risk assessment for large corporate loans.
· Strengthen early warning systems to identify stressed assets. 
· Implement faster legal proceedings under SARFAESI Act and Insolvency & Bankruptcy Code (IBC). 
· Set up specialized recovery teams for handling large NPAs.
· Reduce exposure to high-risk corporate loans and increase secured retail lending. 
· Expand home loans, auto loans, and gold loans, which have lower default risks.
· Use AI & machine learning to predict potential NPAs. 
· Implement real-time tracking of borrower repayment behaviour.
· Federal Bank:
· Implement sector-specific risk assessment models for corporate lending. 
· Diversify the loan book further to reduce sectoral concentration risks.
· Improve financing models for MSMEs with better collateral-based lending. 
· Offer structured repayment options to reduce defaults.
· Set up dedicated recovery teams for SME and corporate loans. 
· Increase focus on One-Time Settlement (OTS) schemes for bad loans.
· Use AI-driven credit scoring models to assess borrower behaviour. 
· Automate risk assessment to reduce manual errors in loan sanctioning.
· HDFC Bank:
· Continue conservative lending policies to maintain low NPA levels. 
· Strengthen underwriting standards to prevent high-risk lending.
· Increase presence in semi-urban and rural areas with secure retail lending. 
· Enhance digital loan disbursement platforms for faster credit approvals.
· Closely monitor macroeconomic trends affecting borrowers’ repayment capacities. 
· Diversify risk exposure across different industries to reduce dependency on any one sector.
· Use AI-powered fraud detection to prevent loan fraud. 
· Strengthen internal audits to detect irregularities in loan approvals.
5.4 CONCLUSION:
Over recent years, there was great talk about Non-Performing Assets and the emphasis has been on identification, quantification of Non-Performing Assets and ways to reduce and upgrade them.
In the changed context of new prudential norms and emphasis on quality lending and profitability, managers should make it amply clear to potential borrowers that bank resources are scarce and these are meant to finance viable ventures so that these are repaid on time and relevant to other needy borrowers for improving the economic lot of maximum numbers of households. Hence selection of right borrowers, viable economic activity, adequate finance and timely disbursement, correct end use of funds and timely recovery of loans is absolutely necessary preconditions for preventing or minimizing the incident of Non-Performing Assets
The analysis of Gross and Net NPAs for SBI, Federal Bank, and HDFC Bank from FY2019 to FY2024 highlights significant differences in asset quality and risk management. SBI has the highest NPA levels and volatility, requiring stronger credit assessment and recovery mechanisms. Federal Bank has moderate NPAs with relatively stable performance, but it can further improve risk management. HDFC Bank has the lowest and most stable NPAs, demonstrating excellent asset quality. To improve, all banks should enhance loan monitoring, use AI-driven risk assessment, and strengthen legal recovery mechanisms. Effective implementation of these strategies will ensure sustainable growth and financial stability.
It is time to take stringent measures to curb Non-Performing Assets and see to it that the Non-Performing Assets may not turn backs into Non-Performing Banks; instead step should be taken to convert Non-Performing Assets into Performing Assets
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