Bank NPAs at 6-year low, still

higher than comparable ecos

Fall To 5.9% As Of March 22, Will Drop Further On Credit Growth
WHERE INDIA STANDS IN BAD LOANS

Times NEws NETWORK

Mumbai: Gross non-perfor-
ming assets (GNPAs) of
banks have hit a six-year low
of 5.9% as of March 2022. But
India’s NPAratioisoneof the
highest among comparable
countries, says a report. Bar-
ring Russia, which has a
GNPA ratio of 8.3%, every
large market has lesser share
of bad loans than India. Chi-
na has a GNPA ratio 1.8%,
while it is 2.6% for Indonesia
and 5.2% for South Africa.
Most developed economies
have GNPAs below 3%.
According to a report by
CareEdge, bad loans will
continue to drop during the
current financial year be-
cause of higher -credit
growth and the transfer of le-
gacy assets to National Asset
Reconstruction Company.
Bad loans soared after the
RBI conducted an asset quali-
ty review (AQR) in 2016, The
RBI identified loans that were
in default but were not recog-
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nised, and borrowers were gi-
ven time. Bad loans peaked at
over10% of all loans in March
2018 and have declined since
then following large-scale
provisioning by banks. Since
the RBI conducted the AQR,
banks have made over Rs 16-
lakh-crore provisions.

A separate report by Mo-
tilal Oswal said that new de-
faults would be controlled,
which, alongwith healthy re-
coveries and upgrades, will
resultinacontinuous impro-
vement in asset quality
across banks. It added that

while the performance of
restructured and govern-
ment-guaranteed loans wo-
uld need to be watched, ove-
rallcredit costs wasexpected
to remain under control, hel-
ping banks improve their ba-
lance sheet. The brokerage
house forecasts a 40% incre-
ase in Q1FY23 profit for pri-
vatebanksanda6% increase
for public sector lenders.
“Despite the continued
decline, India’s GNPA ratio
is one of the highest among
the comparable countries. In
advanced economies, NPAs

eased due to continued dele-
veraging and institutional
and government interven-
tion,” said CareEdge.

The RBI has forecast an
improvement in the bad lo-
ans under a baseline scena-
rio to 5.3% by March 2023 fol-
lowing its stress tests. Howe-
ver, the GNPA ratio may rise
under the medium/severe
stress scenarios, and the
GINPA ratio may rise to 6.2%
and 8.3%, respectively.

In terms of ratio, gross
non-performing assets are
highest for agriculture at
9.4%. “Agriculture GNPA ge-
nerally rose due to droughts
and elections—the anticipa-
tion of loan waivers,” the Ca-
reEdge report said. NPAs for
industry stood at 8.4% and
servicesat5.8%.Itcontinued
to be the lowest for retail, do-
minated by home loans, at
1.8%. Restructuring of loans
by entities impacted by the
second wave of Covid stood
at 1.6% of total advances in
December 2021.



