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4BSTRACT

st present scenario of the Indian economy the Banks’ NPAs are the

i;i sgest problem to resolve for continuous growth of Banks as well

qt;engthness of Indian economy. And this problem is acute

;Jarriculal‘ly among public sector banks (PSBs). To fight with the

rsing and prevailing NPAs RBI took many Preventive and curative

measures like Asset Reconstruction Companies (ARCs), Debt Recovery
Trbunals (DRTSs), Securitization Act, Compromise Settlement
Schemes, ete.. Securitization Act, 2002 is one of the curative measures
for management of NPAs initiated by RBI on June, 2002. For the first
time Banks were equipped with sharp result oriented tool for realizing
long term NPAs. This present paper attempts to evaluate the 1mpact
ofenactment of Securitization Act, 2002 on NPAs in PSBs. the present

study represents exploratory research design in nature and , before-
and-after study design is used for quantitative approach which is
based on analysis of NPAs values. The population addressed under the
Present study consists of all public sector banks operating in India.
he Secondary data for the study has been sourced from RBI
?uhl'ications & bulletins, reports & website, Bank’s annual reports,
Et?mtieal tables, publications & website, News papers, Journals,
Pt on tren and progress of banking in India etc.
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INTRODUCTION

| Banks of world are facing the problen,
affecting their viability and solvency .

nee to their ultimate survival. NPAs .nﬁt only affoy
b ;_1bilitry of the Banks. Besides Banks hav
e

al to create reserves and Provisig,
8

Recently commercia
spivalling NPAs which are
posing challe
lending functioning but profit .
to have more owned funds as capit
for providing cushion for the loan losses.

Non-performing Assets (NPAs)

Non Performing Asset (NPA) is a loan or advance for which i
principle or interest payment remained overdue for a period of g

days.
Banks are required to classify NPAs further into Substandard

Doubtful and Loss assets. Substandard assets which has remaing d
NPA for a period less than or equal to 12 months. Doubtful Assetg
which has remained in the substandard category for a period of mope
than 12 months. Loss assets where the dues are considergq

uncollectable or only marginally collectible.
Types of NPAs:
o Gross NPAs

Gross NPAs are the sum total of all loan assets that are classified
as NPAs as per RBI guidelines. It reflects the quality of the loan

made by banks.
Gross NPAs Ratio = Gross NPAs / Gross Advances
¢ Net NPAs

Net NPAs are those type of NPAs in which the bank has deducted
the provision regarding NPAs. It shows the actual burden of bank®

Net NPAs Ratio = Net NPAs / Net Advances
_—
- 88
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['1'”?:11‘ \ Mhis wil) shake

. . . ' confidence
o doniestic and global investors in the banking i

Hystem which wil)

]n‘lt] . .
altiplior effect, bringing disaster in the ceconomy

have M
Thus. managing bad loans :n‘ul keeping them ag the lowest possible
ovel has hecome 2 keyword (or the banking industry in recent years
which 18 critical for banks. The world class banks do not have NPAg of
sver 2% of the total portfolio and NIPPA level of over 5% i9 indicator of
poor quality of loan portfolio. With growing competition and shrinking
spreads, banks should strive to keep NPAs much below the level of
10% to make net earning necessary for their survival and growth.
Thus, the most critical condition for bringing about an improvement in
the profitability of banks is reduction in level of NPAs. In fact, it is

pre-condition for the stability of the financial system.

REVIEW OF LITERATURE

| Dr. Sudesh and Archna Makker (2015) examined the Impact of
Securitization Act 2002 on Recovery of NPAs in Public Sector Banks
and found NPAs improved after enactment of act and with the help of
enforcement of security interest delayed in recovery of loan are
removed. Also Securitization Act is important in reducing t'egulato-l'}’
capital requirement for Bank and increases the return on asset ratios
of Banks.

2. Makkar and Dr. Sudesh (2013) found that Securitizati

Significant impact on level of gross NPAs and Net NPAs of state bank
N —

on Act has
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(BJECTIVES OF STUDY

anking sector

The objective of the study to evaluate the effectiveness of the

f Securitization act,

i) ‘) I )
enﬂctment . 2002 on NPAs management 1s -

1) To study the pre and post impact of enactment of securitization
Act in NPAs management in Public Sector Banks.

xPOTHESIS OF STUDY

et: Mean value of NPAs before period is x; ;
B .

Mean value of NPAs after period is x2 ;

Ho—X1=X2 There 1s no significant difference between mean

vz;lues of NPAs of PSBs before and after enactment of securitization

act.

Hi—xiFxe - There is significant difference between mean values of
1--4

NPAs of PSBs before and after enactment of securitization act.

» Hy—xi=xz: There is no significant difference between mean values
..% NPAs of PSBs before and after periods after enactment of
0

securitization act.

H—x=xz - There 1s significant difference between mean values of
l-—-l‘
NPAs of PSBs before and after periods after enactment of

securitization act.
RESEARCH METHODOLOGY

Research methodology 1s a way to solve the rvesearch problem
systematically, while designing the research work the following
)

methodology will be adopted.

» Type of study

.

o1
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(A From year 1996-97 to 2001-02)

.. of Public Sector Banks before Securitization Act, 2002

.\:‘Jt ...\’:p.’ hos y o
to Tot.a}s Gross NPAs to Net NPAs to
: '\_ ‘ Total Advances Total
7 = § - by ":.‘,--‘.'.'tvS
- Advances
-f.r:"’j:. -‘--’3 :3.(5 17'8 8-3
- (3 | 5.3 =
Lt | : 16.0 7.5
Tl l
/;:///?:? | 5.1 15.9 7.4
- ;_4’3‘ ‘
ﬁ 2.9 14.0 6.9
s 5.3 2.7 12.4 6.3
01 |
K ‘
0l | 4.9 2.4 11.1 5.5
02 |
//_’_—-_r_ L4 -
tfan j 6.9 3 14.5 o
itel :
Ratios of Public Scctor Banks after Securitization Act, 2002
( B. From year 2003-04 to 2008-09)
m%s NPAs | Net NPAs | Gross NPAs to Nect NPAs to
Patio te) T'otal to Total Total Advances Total
| Aguets Assels Advances
N 1.3 7.8 2.9
04
Y004+ o 1.0 H.D 1.9
1)
U5 9.3 0.7 3.6 1.3
06
T T e e —— ——— )
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2006 1.6 0.6 2.7 1.0
B sm—— | 99 e R,
200% - 1.9 0.6 el 1.0
08 — !
s)008- 1.2 0.6 Ll 0.9
09 .11. _{E\
Mean |

Ratios of Public Sector Banks after S

( C. From year 2009-10 to 2014-15)

ecuritization Act, 2002

Year/ | Gross NPAs | Net NPAs Gross NPAs to | Net NPAs to |
Ratio to Total to Total | Total Advances Total
Assets Assets Advances
2009- 1.8 0.7 2.2 i |
10
2010- 1.4 0.7 2.4 1.2
11
2011- 9.0 1.0 3.3 1.7
12
2012- 2.4 1.3 3.6 2.0
13
2013- 2.9 1.6 4.4 2.5
14
2014- 3.2 1.8 5.0 2.8
15
—— 2.2 1.2 3.5 1.9
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" rost the significant difference between Means of years 1996-
2002 and 2003-09
rariables
|5/N0/" Vana Mean t-values | Increase or
e Before After decrease in
| 1996- 30033008 mean value
' 2002
‘ —/_’__
_—1 Gross NPAs to 6.3 2 10.54 -68.25 9
! 1 i Assets 00 68.26 %
| Fiseiindees
_—Net NPAs to Total 3 8 10.4068 | -73.33 %
- Assets
i
]/3/" Gross NPAs to 14.5 4 7.6109 -72.41 %
[ e Total Advances
| et
— | Net NPAs to Total 7 1.5 11.000 | -78.57 %
' Advances
w”f———#—‘_——_——_

s clear that all averages during post period were lesser than that of
od. In the above table null hypotheses are rejected. Hence,
a significant evidence that securitization Act has decreased
¢ Jevel of Gross NPAs to Total Assets, Net NPAs to total Assets,
Gross NPAs to Total Advances and Net NPAs to Total Advances.

9. To test the significant difference between Means of years 1996-
9002 and 2009-15

S No. [ Variables Mean t-values | Increase or
Before After decrease in
mean
1996- 2009- value
. 2002 2016
|
1. | Gross NPAs to 6.3 2.2 7.4437 | -65.07%
i Total Assets

v ijmer.in
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5. | Net NPAs to 3 12 | 69890 | eog
Total Assets [ |
_______————__/ - ”/—h\
3. | Gross NPAs to 14.5 3.5 9.8610 | 7535,
Total Advances //____ [ '
SRR
ry Net NPAs to 7 19 | 106900 | 735y
Total Advances | | —— | ’
e
——
1] averages during post period were Jesser than that ¢
e rejected. Henc:

NPAs to Total Advances.

ant difference between Means of

years 2003-

2009 and 2009-15
S.No. Variables Mean | t-values | Inem
Before After | decr;:
2003- 5009-2015 | mean
2009 |
1. Gross NPAs to 2 > 9 !
-~ S.4 l = A
/ Total Assets ] bl 10.00%
2.
Net NPAs to Total 8 1.2 -1.7945 )
Assets | 7945 50.00%
3. !
f ’I(‘}ross NPAs to 4 35 | ) :
otal Advances : | 0.4857 -12.50%
/ 4. | Net NPAs to Total 1.5 1.9 ! >
| Advances : 0.0917 26.67%

It is cl
ear that all a
ver o
erages of PSBs during post period were greater

than that of pr 1 1r0S I es. I
pre period except for Gross NPAs to Total Ad
- - "anc -'

the above t
able null hypotheses are rejected. H
; ence,

___'—_—'-—_,______-‘_'—"—‘_—-/——-—-—'—_"—j#
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The present study analyzed the NPAz of Public Searir Panks of india

Juring Pre’
ahove analysis showed the performance of PSPs in pericd. The rezulss

Securitization Act and post-Sccuritization Asy pericds. Tne

chowed that null hypothesis is rejected in all comparizon cz=2% relzied

to pre and post Act period expect post Act period ratios. [t means thers
are significant differences in mean value of pre period znd Post

Net NPAs to Total Advance ratio have very decreasing trend. 152
result of study concluded that Securitization Act has significant
impact on level of gross NPAs and Net NPAs of Public Sector Banks.
After the introduction of the SARFAESI Act 2002 the level of Gross

and Net NPAs decreased.



