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Abstract:

Banking sector plays an important role in the development of an economy. Monitoring and maintaining
the quality of assets is important for the sound function of the banking sector. Through this paper an
attempt has been made to examine the growth of non performing assets of Axis bank. Being one of the
largest private sector banks of India, the non performing assets trend of Axis bank is quite dissatisfactory
and it is not good for the banking health of India. Moreover, the correlation analysis also depicts a
negative impact of these assets on profitability of the bank. Therefore, it is recommended to take
necessary actions in this regard and improve the assets quality of banks as it is also hampering the
overall growth of Indian economy.
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Introduction

A non performing asset (NPA) is a loan or advance for which the principal or interest payment remained

overdue for a period of 90 days. For the purpose of making provision for NPAs, different advances of a

bank are classified into four categories with variable provision, as explained in detail below.

1. Standard Assets: Standard assets are the ones in which the bank is receiving interest as well as the
principal amount of the loan regularly from the customer. Here it is also very important that the
arrears of interest and the principal amount of loan do not exceed 90 days at the end of financial
year. If asset fails to be in category of standard asset that is amount due more than 90 days then it is
NPA. With effect from 31.3.2003, a 0.25% provision needs to be created by the banks on standard
assets on the basis of global loan portfolio basis.

2. Substandard assets: Assets which has remained NPA for a period less than or equal to 12 months. In
such cases, the current net worth of the borrower/ guarantor or the current market value of the
security charged is not enough to ensure recovery of the dues to the banks in full. In other words,
such an asset will have well defined credit weaknesses that jeopardize the liquidation of the debt and
are characterized by the distinct possibility that the banks will sustain some loss

3. Doubtful assets: An asset would be classified as doubtful if it has remained in the substandard
category for a period of 12 months. A loan classified as doubtful has all the weaknesses inherent in
assets that were classified as sub weaknesses make collection or liquidation in full, on the basis of
currently known facts, conditions and values — highly questionable and improbable

4. Loss assets: As per RBI, “Loss asset is considered uncollectible and of such little value that its
continuance as a bankable asset is not warranted, although there may be some salvage or recovery
value.” Loss Assets are those losses which are recognized by the bank, auditors or through
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inspection conducted by the RBI however the entire amount has not been discounted. It means that
the asset with the bank is not worthy or its worth is so less that it cannot be considered as an asset
even though it might have some recovery value associated with it. The whole asset ought to be
discounted. In such scenarios, the asset is kept in the books and hundred percent of the 'net book
value' ought to be given.
Broad Classification of NPA
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 is advance which is considered irrecoverable, for bank
has made provisions, and which is still held in banks' books of account Gross NPA reflects the quality of
the loans made by Banks. It consists of all the nonstandard assets like as sub the help of following ratio:
Gross NPAs Ratio = Gross NPAs / Gross Advance
Net NPA: Net NPAs are those type of NPAs in which the bank has deducted the provision regarding
NPAs. Net NPA shows the actual burden of banks

Research objectives
e To check the trend of non performing assets of Axis bank during the study period
e To determine the impact of Non-Performing Assets on profitability of axis bank

Research Methodology

The study is entirely based on secondary data. The data for Axis bank is collected for the period 2005 to
2022 from the official website of RBI. Table and graphs has been used to show the trend of non
performing assets of Axis bank. The correlation technique is used to examine the impact of NPA on the
profitability of Axis Bank.

Analysis of the study
The trend of net NPA and gross NPA shows that over the years the non performing assets of bank has
been increased to a large amount. In 2005 the gross NPA of Axis bank was 311.10 crores which
increased to 1599.42 crores in 2011 and to 18565.63 crores in 2022. In 2018 the gross NPA was highest
for the bank which is 34248.64 crores.
Similarly in case of net NPA, it has rose from 216.85 crores in 2005 to 410.35 crores in 2011 showing a
less growth than gross NPA. In 2022 Axis bank’s net NPA was 4745.30 crores which is very high for a
bank.

Table 1: Trends of NPA of Axis Bank

(In crores)

Year Gross NPA Net NPA
2005 311.10 216.85
2006 377.95 219.83
2007 418.67 266.33
2008 494.61 248.29
2009 897.77 327.13
2010 1318.00 419.00
2011 1599.42 410.35
2012 1806.30 472.64

IJFMR250661512 Volume 7, Issue 6, November-December 2025 2



https://www.ijfmr.com/

ﬂ International Journal for Multidisciplinary Research (IJFMR)

i

ILJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com
2013 2393.42 704.13
2014 3146.41 1024.62
2015 4110.19 1316.71
2016 6087.51 2522.14
2017 21280.48 8626.55
2018 34248.64 16591.71
2019 29789.44 11275.60
2020 30233.82 9360.41
2021 22681.69 6584.59
2022 18565.63 4745.30

Source: RBI database
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Fig.1: Net NPA and Gross NPA of Axis Bank

The graph is also showing an upward trend of both net and gross NPA of Axis Bank. Till 2018-19 Axis
banks NPA was very high with a high growth rate, it was also highest of all the years, however after that
it has started to fall slightly due to some strict measures taken in this regard but still there is a lot to do to
reduce the amount of these non performing assets of the bank.

Table 2: Impact on Profitability

Year Net Profit Net NPA
2005 334.58 216.85
2006 485.08 219.83
2007 659.03 266.33
2008 1071.03 248.29
2009 1815.36 327.13
2010 2514.53 419.00
2011 3388.49 410.35
2012 424221 472.64
2013 5179.43 704.13
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2014 6217.67 1024.62
2015 7357.82 1316.71
2016 8223.66 2522.14
2017 3679.28 8626.55
2018 275.68 16591.71
2019 4676.61 11275.60
2020 1627.22 9360.41
2021 6588.50 6584.59
2022 31817.84 4745.30

Average 5008.56 3629.57

Correlation - 0.029575

Source: RBI Database

From the correlation analysis it is found that there is a negative relation between net profits and net NPA
of Axis bank which indicates that with the increase in NPA of Axis bank, its profitability will decline.
However, the value of correlation is very less i.e. -0.029 which shows that the impact of NPA on banks
profitability is not to great extent and there are many other factors also like total deposits, return on
equity, cost of fund etc which also determines profits of bank.

Conclusion

The NPAs have always created problem not only for banks but for the economy too. Although various
steps have been taken by government to reduce the NPAs but still a lot needs to be done to solve the
problem of bad debt. Being one of the largest private sector banks of India, the NPA trend of Axis bank
is quite dissatisfactory and it is not good for the banking health of India. Banks should fasten the
recovery of bad debt and strict measures should be taken for solving this problem. The government
should also make more provisions for faster settlement of pending cases and also it should reduce the
mandatory lending to priority sector as this is the major problem creating area. Banks needs lots of
serious efforts otherwise NPAs will reduce the profitability of banks which is not good for the growing
Indian economy at all.
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