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ABSTRACT 
                 Financial stability of an economy is largely 

dependent on the stability of its banking system. A bank 

acts as a form of intermediary by mobilising various 

kinds of deposits from Public and channelizing them into 

the banking system by way of granting loans and 

advances to the productive sectors. Granting of credit for 

economic activities is considered to be the prime duty of 

banks. Lending is generally encouraged because it has the 

effect of funds being transferred from the system to 

productive purposes, which results in economic growth. 

However, lending also carries a risk called credit risk, 

which arises from the failure on the part of the borrower 

to repay the money. Indian banking system, although 

strong enough to withstand stress, is facing the heat of 

mounting level of NPA, specially in the context of Public 

sector banks. In a period, when all the banks are 

struggling to negotiate with the problem of NPA, this 

paper is an attempt to identify the tip of the iceberg of the 

mounting bad loans in the last few years. 
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INTRODUCTION 
          Indian banking sector is largely characterized 
by its regulatory framework and escalating bad 
loans. Although there has been a constant effort to 
tackle Non Performing Assets of banks, but no 
significant improvement is yet visible. Since last 
one decade, Indian Banking sector is struggling 
with this threat of NPA. State Bank of India being 
the biggest and strongest player in banking 
fraternity is no exception. United bank of India is 
also facing the worst heat of NPA. United Bank of 
India tops list with highest bad loans among PSUs 
in the year 2015. 
           This paper made an attempt to throw some 
light on the trend of NPA of the aforesaid two 
banks with the help of the variables under study. 

 
 

OBJECTIVE OF THE STUDY 
(i) To study the trend of Non-Performing Assets of 
two public sector banks in India. 

LITERATURE REVIEW  
Karunakar, Vasuki and Saravanan (2008) 

in their paper stated that the problem of losses and 
lower profitability of Non-Performing Assets 
(NPA) and liability mismatch in banks and 
financial sector depend on how various risks are 
managed in their business. An attempt is made in 
the study to examine NPA, the factors contributing 
to NPA, the magnitude of NPA, reasons for high 
NPA and their impact on Indian banking 
operations. The lasting solution to the problem of 
NPAs can be achieved only with proper credit 
assessment and risk management mechanism. 
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Misra and Dhal (2010) analyzed the pro-
cyclicality of bank indicators with a focus on the 
non performing loans (NPAs) of India’s public 
sector banks. The analysis demonstrates that banks 
NPAs are influenced by three major sets of factors, 
i.e., terms of credit, bank specific indicators 
relating to asset size, credit orientation, financial 
innovations (non-interest income) and regulatory 
capital requirement and the business cycle shocks. 
The study found that the terms of credit variables 
such as interest rate, maturity and collateral and 
bank specific variables had significant effect on the 
banks' non-performing loans in the presence of 
macro-economic shocks. 

Debarsh and Sukanya (2012) emphasized 
on management of non-performing assets in the 
perspective of the public sector banks in India 
under strict asset classification norms, use of latest 
technological platform based on Core Banking 
Solution, recovery procedures and other bank 
specific indicators in the context of stringent 
regulatory framework of the RBI. Non-performing 
Asset is an important parameter in the analysis of 
financial performance of a bank as it results in 
decreasing margin and higher provisioning 
requirement for doubtful debts. Various banks from 
different categories together provide advances to 
different sectors like agricultural, SSI, priority 
sector, public sector and others, which require pre-
sanctioning appraisal and post-disbursement 
control to contain the increasing non-performing 
assets in the Indian Banking. The reduction of non-
performing asset is necessary to improve 
profitability of banks and comply with the capital 
adequacy norms as per the Basel Accord. 

In another study, Siraj (2014) observed 
that The Indian banking sector has undergone 
significant transformations during post-
liberalization period. Though, the measures taken 
showed significant improvement in the NPA 
management, the banking sector still holds sizeable 
NPA in their balance sheet. The recession pressures 
have put significant stress on the quality of the loan 
portfolio. The public sector banks hold more than 
75% of total advances in Indian banking sector. 
Therefore, any deterioration in asset quality of 
public sector banks has significant impact on the 
performance of Indian banking sector. 

In a study on NPA and terms of credit of 
PSBs in India, Ranjan and Dhal (2003) evaluated 
the effect of terms of credit, bank size induced risk 
preferences and macroeconomic shocks on NPA of 
banks. The study based on panel regression models 
identified that the terms of credit variables exercise 
a significant effect on the banks NPA in the 
presence of bank size and induced preferences and 
macroeconomic shocks. With regard to the terms of 
credit variables, changes in the cost of credit in 
terms of expectation of higher interest rate induce a 
rise in NPAs. The study further identified that 
variables like the horizon of maturity of credit, 

better credit culture, favourable macroeconomic 
and business conditions can lead to lowering NPAs  

Chaudhary and Sharma(2011) in their 
paper tried to  compare the Performance of Indian 
Public Sector Banks and Private Sector Banks and 
find out trends in NPA level . They concluded that 
it is right time to take suitable and stringent 
measures to get rid of NPA problem. An efficient 
management information system should be 
developed. The bank staff involved in sanctioning 
the advances should be trained about the proper 
documentation and charge of securities and 
motivated to take measures in preventing advances 
turning into NPA. Public banks must pay attention 
on their functioning to compete private banks. 
Banks should be well versed in proper selection of 
borrower/project and in analyzing the financial 
statement 

Vradi, Vijay, Mauluri, Nagarjuna (2006), 
in their study concluded that in modern world 
performance of banking is more important to stable 
the economy, in order to see the efficiency of 
Indian banks we have see the four indicators i.e., 
profitability, productivity, assets, quality and 
financial management for all banks.  

SIRAJ. & PILLAI concluded that NPA 
still remains a major threat and the incremental 
component explained through additions to NPA 
poses a great question mark on efficiency of credit 
risk management of banks in India 

Reddy. (2002) in his study says that 
financial sector reform in India has progressed 
rapidly on aspects like interest rate deregulation, 
reduction in reserve requirements, barriers to entry, 
prudential norms and risk-based supervision. But 
progress on the structural-institutional aspects has 
been much slower and is a cause for concern. The 
sheltering of weak institutions while liberalizing 
operational rules of the game is making 
implementation of operational changes difficult and 
ineffective. Changes required to tackle the NPA 
problem would have to span the entire gamut of 
judiciary, polity and the bureaucracy to be truly 
effective. This paper deals with the experiences of 
other Asian countries in handling of NPAs. It 
further looks into the effect of the reforms on the 
level of NPAs and suggests mechanisms to handle 
the problem by drawing on experiences from other 
countries. 

Ramakrishna and Kurian (2014) 
emphasized that the stability and viability of 
commercial banking is critical for economic growth 
and development. Non-performing asset 
management is a vital function to ensure that 
profitability is not compromised. This paper studies 
the core parameters in this context which are Gross 
Advances, Gross Non-performing assets, Net 
Advances and Net Non-performing asserts. The 
study has been done in respect of Foreign Banks 
and Public Sector Banks. The analysis is focused 
on comparing the performance of these two 
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categories of banks with respect to Non-performing 
assets. Financial data for the years 2007-2012 has 
been used for this purpose.  

RESEARCH METHODOLOGY 
The research is an analytical research 

where the facts or information are extracted from 
already available sources and are analysed to make 
critical evaluation. 
Nature of Data:- 
The data are collected basically through the 
secondary sources. 
Sources of data:- 

For the study, secondary data has been 
collected using annual report of SBI and UBI 
publication including statistical table related to 
banks in India. Articles and papers relating to NPA 
published in different business journals, magazines, 
newspapers, periodicals were studied and data 
available on internet have also been used. Major 
guidelines issued by RBI from time to time were 
studied in depth. 
Research Design:-  

In this study descriptive research has been 
adopted with the view of it being perfectly suitable 
to serve the purpose of drawing an authentic and 
convincing conclusion to the research and thus 
making it a successful one. 
Data analysis technique:- 

All relevant data were compared, analyzed 
systematically and presented in proper format. 
Certain parameters have been taken to make a 
distinct study. Statistical tool CAGR has been used 
to calculate the growth rate and then Trend Line 
has been used. 
Scope of the Study:- 

                                This research evaluates the trend in the 
movement of NPA of public sector banks (PSBs) in 
India during the period of post financial crisis i.e., from 
2009-2010 to 2014-2015. Also, the study focuses on 
two public sector banks i.e., State Bank of India and 
United Bank of India  

ANALYSIS AND INTERPRETATION 
To analyze the trend of NPA in State 
Bank of India and United Bank of India. 
The emphasis in this section is to critically analyze 
the trend in the movement of NPA of SBI and UBI 
and to compare it with. The variables that are used 
in this context are: 

1) Gross NPA. 
2) Net NPA. 
3) Gross NPA as a percentage to Gross 

Advance. 
4) Net NPA as a percentage to Net Advance. 
5) Gross NPA as a percentage to Total Asset. 
6) Net NPA as a percentage to Total 

Advance 

 

 
Table 3.1.1 Gross NPA of SBI and UBI during 2008-2009 to 2014 -15 

 

 

 

 

 

 

 

FINANCIAL YEAR 

STATE BANK OF INDIA UNITED BANK OF INDIA 

Gross NPA 
(Crores) 

 Gross NPA 
(Crores) 

 
CAGR CAGR 

2008-09 15,589 
 

1,020 
 2009-10 19,535 25.31% 1,372 34.51% 

2010-11 25,326 29.64% 1,356 -1.17% 

2011-12 39,676 56.67% 2,176 6.05% 

2012-13 51,189 29.02% 2,964 3.62% 

2013-14 61,605 20.35% 7,118 1.40% 

2014-15 56,725 -7.92% 6,553 -7.94% 
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Gross NPA Trend of SBI and UBI during 2008-09 to 2014-15. 

 
               
 
 In case of State Bank of India, the Gross NPA 
grew at an increasing growth rate of 25.31%, 
29.64% and 56% in the year 2009-10, 2010-11 and 
2011-2012 respectively before showing a 
decreasing growth in the next two year years. Gross 
NPA of United Bank of India recorded  a high 
growth rate of  34.51%  from Rs. 1,020 crore in the  
 
 

 
 
year 2007-08 to Rs.1,372 crores in 2008-09 to 
again decline  at a rate of -1.17%  to Rs.1,356 
crores. In the next three consecutive years Gross 
NPA increased again but at a declining growth rate. 
Last financial year, i.e., 2014-15 has been great for 
both SBI and UBI as Gross NPA declined at a rate 
of -7.92% and -7.94% respectively. 

 

NET Non Performing Assets (NET NPA) 
Table 3.1.2.Net NPA of SBI and UBI during 2008-2009 to 2014 -15 

YEAR 

STATE BANK OF INDIA UNITED BANK OF INDIA 

Net NPA 

(Crores) 

  Net NPA 

(Crores) 

  

CAGR CAGR 

2008-09 9,552   525   

2009-10 10,870 13.80% 779 48.38% 

2010-11 12,347 13.59% 757 -2.82% 

2011-12 15,819 28.12% 1,076 42.14% 

2012-13 21,956 38.80% 1,970 83.09% 

2013-14 31,096 41.63% 4,664 136.75% 

2014-15 27,591 -11.27% 4,081 -12.50% 
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Net NPA Trend of SBI and UBI during 2008-09 to 2014-15. 

 
The Net NPA of B both SBI and UBI has 

been presented in the Table 3.2. The Net NPA of 
SBI has shown a steady growth during the period 
2009-2010 to 2013-14 at the rate of 13.80%, 
13.59%, 28.12%, 38.80% and 41.63% finally 
amounting to Rs.31, 096 crores in the year 2013-
14. 

Even though the Net NPA of UBI showed 
a decline in the second year, it registered a steep 
growth of 42.14%, 83.09% and 136.75% in the 
next three year. As in case of Gross NPA, 2014-15 
has been good in terms of Net NPA too as both SBI 
and UBI registered a decline of 11.27% and 
12.50% respectively. 

 
3.1.1. Gross NPA as per cent of gross advance 

Table 3.1.3.Gross NPA % of SBI and UBI during 2008-2009 to 2014 -15 
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YEAR 

STATE BANK OF INDIA UNITED BANK OF INDIA 

Gross NPA as a % of 
Gross Advance  

Gross NPA as a % 
of Gross Advance  CAGR CAGR 

2008-09 2.84 
 

2.1 
 2009-10 3.05 7.39% 3.21 52.86% 

2010-11 3.28 7.54% 2.51 -21.80% 

2011-12 4.44 35.37% 3.41 38.86% 

2012-13 4.75 6.98% 4.25 24.63% 

2013-14 4.95 4.21% 10.47 146.35% 

2014-15 4.25 -14.14% 9.49 -9.36% 
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Fig. 3.1.3. Gross NPA % Trend of SBI and UBI during 2008-09 to 2014-15. 

 

Gross NPA % of SBI has been growing over the 
period of 2009-2010 to 2013-14, registering the 
highest growth rate of 34.37% in the year 2011-12. 
There after the Gross NPA % showed a downward 
trend -14.14% decline in the year 2014-15. 

Gross NPA % of UBI moved haphazardly over the 
period is of concern. In the year 2013-14 it 
registered a record growth rate of 146.35% and 
then again declining in the next year at the rate of  -
9.36%. 

3.1.2. Gross NPA as percent of total assets 

Table 3.1.4.Gross NPA as % of Total Assets of SBI and UBI during 2008-2009 to 2014 -15 

YEAR 

STATE BANK OF INDIA UNITED BANK OF INDIA 

Gross NPA as a % of 
Total Assets  

Gross NPA as a % 
of Total Assets  CAGR CAGR 

2008-09 1.62 
 

1.63 
 2009-10 1.85 14.19% 1.78 9.20% 

2010-11 2.07 11.89% 1.51 -15.17% 

2011-12 2.97 43.48% 2.13 41.06% 

2012-13 3.27 10.10% 2.59 21.60% 

2013-14 3.44 5.20% 5.69 119.69% 

2014-15 2.77 -19.48% 5.33 -6.33% 
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Fig. 3.1.4. Gross NPA as % of Total Assets Trend of SBI and UBI during 2008-09 to 2014-15. 

 
A table showing Gross NPA as % of Total 

Asset of SBI and UBI is presented in Table 3.4. In 
case of SBI, the Gross NPA as a % to Total Asset 
has increased from 1.62% in the year 2008-09 to 
3.44% in the 2013-14. It registered the highest 
growth rate of 43.48% in the year 2011-12 and 
since then the trend has been declining resulting in 
a -19.48% decline in the year 2014-15. 

UBI recorded Gross NPA as % to Total 
Asset of 5.33% in the year 2014-15 as compared to 
1.63% in the year 2008-09. But the growth rate has 
been quite uneven over the period with highest 
growth rate of 119.69% in the year 2013-14 though 
bank was able to bring it down in the following 

year registering a decline of -6.33 %. It can be 
noticed that the performance of State Bank of India 
as regard to this variable has been a little better that 
the United Bank of India. 

3.1.3. Net NPA As Per Cent  Of 
Net Advance 

Net Advances represent outstanding loans and 
advances, outstanding after providing for doubtful 
debts. The share of Net Non Performing Assets in 
Net Advances is significant in the sense that a 
higher quantum of non-performing Assets in 
comparison with the total Net Advances. 

 

Table 3.1.5. Net NPA as % of Net Advance of SBI and UBI during 2008-2009 to 2014 -15 

YEAR 

STATE BANK OF INDIA UNITED BANK OF INDIA 

Net NPA as a % of 
Net Advance  

Net NPA as a % of 
Net Advance  CAGR CAGR 

2008-09 1.76 
 

1.48 
 2009-10 1.72 -2.7 1.84 24.32% 

2010-11 1.63 -5.23% 1.42 -22.83% 

2011-12 1.82 11.66% 1.72 21.13% 

2012-13 2.1 15.38% 2.87 66.86% 

2013-14 2.57 22.38% 7.18 150.17% 

2014-15 2.12 -17.50% 6.22 -13.37% 
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Fig. 3.1.5. Net NPA as % of Net Advance Trend Line of SBI and UBI during 2008-2009 to 
2014 -15 

 

The rate of Net NPA ratio of SBI has been declining in the year 2009-10 and 2010-11 and then again 
started growing at a rate of 11.66%, 15.38% and 22.38% in the following three years. But it again declined at 
the rate of 17.50% in the year 2014-15.  

The Net NPA as % to Net Advance of United Bank of India registered a record decline of -22.83% in 
2009-10 and a record growth of 150.70% in 2013-14 which again declined in the year 2014-15 

 It can be observed from Table 3.4 , that  except for the year 2009-10, the united Bank of India has been 
able to maintain a lower ratio of Net Non Performing Asset initially but it was overshadowed by State Bank of 
India from the year 2012-13. 

3.1.4. Net NPA As Per Cent Of Total Assets 

Table 3.1.6.Net  NPA as % of Total Assets of SBI and UBI during 2008-2009 to 2014 -15 

YEAR 

STATE BANK OF INDIA UNITED BANK OF INDIA 

Net NPA as a % of 
Total Assets 

 Net NPA as a % of 
Total Assets 

 
CAGR CAGR 

2008-09 0.99 
 

0.84 
 2009-10 1.03 4.04% 1.01 20.24% 

2010-11 1.01 -1.94% 0.84 -16.83% 

2011-12 
1.18 16.83% 1.05 25.00% 

2012-13 1.4 18.64% 1.71 62.86% 

2013-14 1.74 24.29% 3.73 118.13% 

2014-15 1.35 -22.41% 3.32 -10.99% 
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Net  NPA as % of Total Assets Trend Line of SBI and UBI during 2008-2009 to 2014 -15 

 
 
Total Assets represent a sum of all forms 

of investment made by the Bank. The Non 
Performing Assets pose a threat of potential loss. 
Te ability to maintain a lower rate of Net Non 
performing Assets to Total Assets is a 
manifestation of the banks level of performance. 

The SBI’s Net NPA as % to Net Assets 
almost doubled i.e., from .99% in 2008-09 it came 
up to 1.74% in 2013-14 and then declined to 1.35% 
in 2014-15. Whereas, Net NPA as % to Net Assets 
of UBI recorded a tremendous growth in the last 
six years. From 0.84% in 2008-09 it came up to 
3.32 in 2014-15 with highest percentage recorded 
in 2013-14. 

From the Table 3.6 it can be observed that, 
growth trend of both the banks have been similar 
throughout. Even then, State Bank of India has 
been able to maintain a better share of its Net NPA 
to Total Assets as compared to UBI. 

CONCLUSION  
It is been observed that in spite of various 

measures being taken to cut the menace of NPA, 
Public sector banks are still at a tumult with regard 
to curb the growth of NPA. More stringent 
approach has to be taken from all directions to keep 
the banking sector at ease. 
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