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Abstract:

India has seen a sharp increase in stressed assets, mostly in public sector banks. There are several
discernible reasons that have contributed to this state of affairs. These include the global slowdown,
problems with governance, political reasons, and wrongdoing and malice. As a result, both the general
people and the Union Government, which essentially controls public sector banks, suffer large losses. As
a result, the Non-Performing Asset increases. Using this chance, a thorough investigation into the causes
of the declining asset quality in public sector banks is necessary. Four years' worth of data, from F.Y.
2012-13-02 to 2015-16, have been examined to determine the effect of stress advances.
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Introduction:

Numerous significant economic ventures have encountered difficulties over time. Poor project evaluation,
protracted project delays, inadequate oversight, cost overruns, and the impact of global overcapacity on
imports and prices are some of the causes. These projects' loans are under stress.

Approaches to loan stress are divided into two camps. Applying band-aids to maintain the financing is
one option; growth will put the project back on course. This is effective occasionally. However, the low
growth that caused the stress usually continues. The new loan was meant to remain in place of the initial
loan.

current increases. The project suffers additional losses as a result of the promoter losing interest and doing
little to address the massive and perhaps unpayable debt.

Trying to get the stressed project back on track instead of just putting bandaids on it is an alternate strategy.
Deep surgery might be necessary for this. Because of the conditions that have changed after the loans
were approved, some of the existing loans may need to be written down. The project may have a good
chance of survival if loans are written down, the promoter contributes additional equity, and other
stakeholders like the tariff authority or the local government pitch in. In this scenario, the promoter will
be highly motivated to make every effort to get the project back on track.
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But the bank must identify its issue and designate the asset as a Non-Performing Asset (NPA) before it
can perform extensive surgery, such as restructuring or writing down debts. Consider the NPA
categorization as a kind of anaesthesia that enables the bank to carry out the necessary and expensive
operation required to get the project back on track. The bank can only apply band-aid solutions if it wishes
to act as though the loan is fine; any more extensive action would necessitate NPA designation.

Simply put, loan classification is sound accounting since it indicates the potential true worth of the loan.
Provisioning goes hand in hand with it, ensuring the bank puts aside a cushion to cover potential losses.
The bank has the option to write back provisions to profits if the losses are not realized. In the event that
losses do occur, the bank can offset the losses against the prudential provisions it has established and avoid
having to abruptly announce a significant loss. As intended, the bank balance sheet thus provides an
accurate and fair representation of the state of the bank. We can certainly put off the reckoning day
indefinitely with regulatory forbearance. However, unless the industry's circumstances drastically and
abruptly improve, the bank balance

Following the worldwide economic downturn in 2008-2009, the Reserve Bank decided to postpone
certain types of stressed loan restructuring in the hopes that greater growth would eventually take
precedence. Unfortunately, the stress continues for a number of reasons, and growth in these sectors has
proven difficult to achieve. Thus, early in the process, the Reserve Bank began providing banks with the
instruments they needed to handle stressed loans, such as information gathered by the system regarding
the extent of the lender's collective debt and more efficient means of easing the initiative's financial strain,
like the Joint Lender's Forum, the Strategic planning Debt Restructuring mechanism, and the 5/25
system. In a sense, the RBI has been working to improve the functioning of the current insolvency system
by establishing a resolution process.

Research Methodology

This study, which is explanatory in the natural world, is founded on analytical research using secondary
data. We have utilized pre-existing facts and information and have critically evaluated the material by
analysing it. therefore, examined Statistical analysis of secondary data (Malhotra 2004)

Research Questions

One of the many research topics this study attempts to answer is:

1. Are stressed advances in banks in the public sector managed effectively?

2. Do the banks guarantee credit delivery only after following the established protocols and terms while
taking the necessary safety measures?

3. Do banks make sure that credit assets that fall within the standard category stay that way?

4. Can banks try to upgrade accounts that have been shown to be weak

5. Can banks prevent unsatisfactory deviations

This study's main focus is on examining the stressed advances made by public sector banks from 2012
13 to 201516, both in terms of sector and quality. To be precise, it entails (a) examining the pattern of
movement in stressed loans throughout the course of the research period and (b) assessing the moderating
effect of bank performance variables on the connection between advances and stressed advances. ()
Regularly comparing the actual performance of the constituents to the estimates approved during the credit
facility appraisal process, such as sales, operating profit, inventory and debt levels, cash flows, etc. (d)
Finding and assessing transient or significant aberrations impeding the assisted unit(s)'s ability to operate
normally in order to facilitate timely restructuring.

Data Analysis and Interpretation

The primary source of secondary data for this study was www.rbi.org.in, along with Banking Statistic
Reports and annual reports from the individual banks obtained via their websites. Other resources included
a range of books, journals, and websites. The current study looks at the NPA level and the increasing
amount of stressed accounts in Indian public sector banks.
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Table. 1.0
Stressed Advances of Public Sector Banks
March 13 March 14 March 15 March 16

Gross NPA 3.8% 4.7% 5.4% 9.6%
Net NPA 2.0% 2.7% 3.2% 6.1%
Restructured 7.2% 7.2% 8.1% 4.9%
Accounts
Stressed 11.00% 11.90% 13.50% 14.50%
Advances
0.16
0.14
0.12

0.1  Series1
0.08 Series2
0.06 - Series3
0.04 | Series4
0.02 I: ~ mSeries5

0
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According to the data that is currently available, PSU Banks had the lowest stress advances between March
16 and the end of the financial year, which translated into the lowest NPA. The percentage of stressed
advances was at its lowest in March 2016 (11.0%) and grew to 11.90%; it then increased once more by
March 15 and was at 13.50%. for the 15-16 fiscal year The percentage of stressed advancements rose to
14.50%. NPA is growing in tandem with the growing stressed account due to the increasing stressed
advances that result in an increase to NPA. The Gross and Net Non-Performing Assets levels

was 3.8% and 2%, respectively, on March 13. The next year, on March 16, it grew to 9.6% and 6.1.

NPA addition is inevitable and happens when advances increase. Effective NPA management monitors
stressed advances and limits slippage in order to lower the rate of additions to NPA.

Sector wise Stressed Advances

March 13 March 14 March 15 March 16
Agriculture % | 8.2% 7.4% 7.5% 7.4%
age
Industry — Micro | 10.2% 10.0% 10.5% 19.4%
Industry — Small | 13.2% 13.3% 14.8% Services- 5.8%
Industry -1 20.2% 23.6% 27.0% Retail — 1.8%
Medium
Industry - Large | 16.3% 19.0% 23.0%
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The table that follows shows that the percentage of agriculture improvements remains stationary when it
comes to strained sectors. As of March 16, 8.2% of strained agricultural advances are held at this level.
entire stressed account was reduced and registered at 7.4% on March 14; however, it slightly climbed on
March 15 and 16 and registered at 7.5% and 7.4%, respectively. Conversely, throughout the research
period from March 13 to March 16, industry-specific stressed accounts are making up the largest share of
the total stressed account.

Findings and Suggestion

Standard accounts that fall between the standard and Sub- Standard (NPA) categories and display early
warning signals are referred to be stressed advances. Particular care must be given to these accounts in
order to stop their downward trend, or slippage to non-performing assets. Consequently, any account that
was flagged as non-performing should have eventually surfaced in the prioritized category advancements.
Even though these accounts may currently be regular, any those exhibiting unacceptable traits or early
warning signs should be placed on a watch list for follow-up and timely intervention to prevent slippages.
This will allow the bank to determine if the failure resulted from a transient liquidity or cash flow issue or
from an underlying weakness.

PSU banks' alternatives for stressed advances

. Verification

. Closing the account

. Rearranging or rescheduling
. Healing

. Givein

. Law enforcement activity

. Discard

~NOoO Ok~ WN

Conclusion

Because of the significant amount of stressed advances that result in an increase in non-performing assets
(NPA), public sector banks have been going through a challenging time. The risk to India's banking sector
is illustrated in this research. The stressed advances ratio in the industry sector continued to be the highest
of all the sectors, according to the sectoral data. The emphasized advancements in agriculture and industry
should be placed on a watch list for follow-up and prompt action to avoid setbacks.
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