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Abstract 

The main objective of present study is to examine Gross non-performing 

assets and net non-performing assets of State Bank of India. For the present 

case study researcher has select five years period of study started from 

2015-16 to 2019-20. Researcher has selected five NPA ratios; Gross NPA, 

Net NPA, Provision coverage ratio, Cash deposit ratio and Interest spread 

ratio. Chi- square test; time series analysis (Manually calculated) is applied 

on selected ratios of non-performing assets of State Bank of India. The 

study found out that there is no significant association in all selected ratios 

of state bank of India. It means in all the selected financial years ratios of 

non-performance assets is similar and null hypothesis is accepted.   In this 

era banking sector has major suffer from non-performing assets. State bank 

of India is oldest bank with higher market capital. The paper investigates 

NPA of State Bank of India. This study helps to investors & managerial 

board for decision making. 

Introduction 

In recent years, the financial services sector has experienced tremendous expansion; 

concurrently, the complexity of the challenges it faces has also significantly increased. The 

financial services sector is very important to the economy of our nation, and these years have 

seen tremendous expansion in the sector (Scott et al., 2017; Byrne, 2020; Zachariadis & Ozcan, 

2021). The evaluation of active loans should be carried out on a regular basis, and the process 

and recovery mechanism of the non-performing asset (NPA) are very significant for the 

continued success of the banking sector in the long run. Additionally, the quality of the assets 

held by banks, especially those owned by public sector banks, is continuously decreasing, 

which exerts a burden on the management of bankers, regulators, and the economy of India as 

a whole (Bardhan et al., 2019; Casu et al., 2017). 

This will have an impact on the overall performance of the banking sector as a whole when a 

bank is unable to reclaim a loan that it has given out or when it is not earning regular interest 

on such a loan (Richard et al., 2019). The loans that are given out by banks and other financial 
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institutions, but the recipients do not keep up with their payments of the main amount or the 

interest on the loan. The problem with the NPA is not just problematic for individual banks; 

rather, it is problematic for the economy of the nation as a whole (Kadanda & Raj, 2018). 

Review of Literature 

(Akter & Roy, 2017; Lafuente et al., 2019) explain that the purpose of the research was to 

investigate and evaluate the data on non-performing loans held by public and private sector 

financial institutions between the years 2010 and 2015. A researcher came to the conclusion 

that the ratio of gross nonperforming assets (NPA) to gross advances was growing for public 

banks in comparison to private banks after conducting an analysis of the data using methods 

and tools such as the least square method and ANOVA. However, the researcher discovered 

through the results of the ANOVA that there is no evidence to conclude that there is a 

significant difference between the NPA of public and private sector banks (Chavda et al., 

2022). 

(Sharma et al., 2019; Mishra & Rath, 2021) explain that the research aimed to assess the 

changes in the NPA bank-wise and sector-wise, and it also wanted to measure the link between 

the NPA and GDP. These were the aims of the study. A researcher came to the conclusion that 

the non-performing assets (NPA) of private sector banks rose in tandem with those of non-

priority sector banks, and that the NPA of priority sector banks is higher than those of non-

priority sector banks. Researchers have also come to the conclusion that the NPA does not have 

a substantial impact on GDP or inflation (Syed & Tripathi, 2020). 

(Tandon et al., 2017; Bag & Islam, 2017) suggest that the research aimed to assess the trend of 

non-performing loans (NPAs) in private sector banks as well as the influence of NPAs on the 

profitability of private sector banks. The other purpose of the study was to examine the measure 

the effect of NPAs on the profitability of private sector banks. For the purpose of study, the 

researcher used secondary data that spanned 15 years, as well as correlation and regression 

analysis as statistical tools. A researcher has reached the conclusion that NPAs and ROA have 

a connection that is unfavorable to one another (Manu & Maheshwari, 2018). 

(Almaqtari et al., 2019; Kavitha & Muthukrishna, 2019) explain that the amount of non-

performing loans (NPA) in public and private sector banks, as well as the effect of NPA on 

profitability, were the foci of the research project. A researcher has gathered data from 10 

financial institutions that have the largest NPA, and in the statistical tool that they have 

employed, they have utilized standard deviation and a liner regression model. One researcher 

came to the conclusion that while NPA and profitability have a negative association, net NPA 

has a favorable influence on profitability (Gaur & Mohapatra, 2021).  

Research Methodology 

The primary objective of this research is to get information on the State Bank of India's gross 

NPA and net NPA levels of non-performing assets (Agarwala & Agarwala, 2019). This 

involves analyzing the cash deposit ratio of State Bank of India, investigating the provision 

coverage ratio of State Bank of India, and researching the interest spread ratio of State bank of 

India. This study makes use of qualitative research methods and a case study format. The data 

that were looked at in this study were secondary data that were acquired from a report that was 

issued annually (L. Haven & Van Grootel, 2019; Rashid et al., 2019). The statistics were 

compiled from reports that were released between the years 2015 and 2019. This information 

comes from all of India's financial institutions. In order to acquire and choose the data that will 

be analyzed, this research makes use of a basic random sampling technique. As a result of this, 

all of the sample units picked came from state banks in India. We used a statistical method 

called the chi-square test in conjunction with the time series analysis in order to examine the 
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data. Ration Analysis was the accounting tool that was used (Ratios of Non-performing assets) 

(Okheshimi, 2020; Ogachi et al., 2020). 

 

Results and Discussion 

Data Analysis & Interpretation 

Gross NPA Ratio = Gross NPA/Gross Advances× 100 

Table 1. Gross NPA Ratio, State Bank of India (Amt. In Crores) 

Year Gross NPA Gross Advances Gross NPA Ratio (in %) 

2015-16 98172.80 1463700.42 6.7 

2016-17 112342.99 1571078.38 7.1 

2017-18 223427.26 1934880.19 11.5 

2018-19 172753.60 2185876.92 7.9 

2019-20 149091.85 2325289.56 6.4 

Source: Annual Published Report of State Bank of India 

The Gross Non-Performing Asset ratio of SBI Bank is shown in the table above. The table that 

is shown above, which compares Gross NPA to Gross Advances. The overall average of this 

ratio during the course of the research is 7.9%. In the 2015-2016 fiscal year, the Gross NPA 

came in at 6.7%. In the 2016-17 school year, there was a rise of up to 7.1%. There was also a 

rise to 11.5% in the fiscal year 2017-2018, which is not good for the SBI Bank's health.  

However, this figure dropped to 7.9% for the fiscal year 2018–19, which is a positive 

development for SBI Bank. There is also expected to be a reduction to 6.4% in the year 2020, 

which indicates that the bank asset quality is in excellent condition. As a result, one might get 

the conclusion that the non-performing assets of SBI Bank are going down. Therefore, this will 

be good for the bank, and the bank management need to keep this stance while also attempting 

to reduce the NPA for the benefit of the SBI bank. An extremely high gross nonperforming 

asset ratio indicates that the quality of the bank's assets is in very bad health. 

Table 2. Chi-square test on Gross NPA Ratio 

Oi Ei Oi-Ei (Oi-Ei)² (Oi-Ei)²/Ei 

6.7 7.88 -1.18 1.39 0.18 

7.1 7.9 -0.8 0.64 0.08 

11.5 7.92 3.58 12.82 1.62 

7.9 7.94 -0.04 0.0016 0.002 

6.4 7.96 -1.56 2.43 0.31 

Total 2.19 

Sources: Calculated with the help of Time series Analysis 

At the 5% level of significance, the value of the chi-square test that was computed for this 

instance is 2.19, and the table value of the chi-square test is 9.488. Since the estimated number 

is lower than the value in the table, we can conclude that the null hypothesis is correct and that 

there is no statistically significant correlation in the Gross NPA of SBI Bank over the time 

period under consideration. 
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Net NPA Ratio 

Net NPA Ratio = Net NPA/Net Advances× 100 

Table 3. Net NPA Ratio of State bank of India 

Year Net NPA Net Advances Net NPA Ratio (in %) 

2015-16 55807.02 1463700.42 3.8 

2016-17 58277.38 1571078.38 3.7 

2017-18 110854.70 1934880.19 5.7 

2018-19 658947.40 2185876.92 3 

2019-20 51871.30 2325289.56 2.23 

Source: Annual Published Report of State Bank of India 

The information about the Net NPA Ratio of State Bank of India is shown in the table that can 

be seen above. The table provides a percentage breakdown of the trend from 2015–2016 to 

2019–2020. In general, the Net NPA Ratio is 3.69 percent. In the specified time period of 5 

years, the Net NPA Ratio displays a pattern that is both positive and negative. The ratio is 3.8% 

in the year 2015-16, however it will go down to 3.7% in the next year, 2016-17. Following 

that, it will rise to 5.7% in the year 2017-2018. During the 2018–19 fiscal year, the Net NPA 

Ratio fell by 2.7%, reaching 3% from its previous level. In addition, the ratio will be lower in 

the year 2019-20, coming in at 2.23%. Therefore, it is reasonable to assert that the health of the 

bank is excellent. In this case, the Net NPA Ratio is advantageous for SBI Bank since it has 

nearly decreased over the last 5 years; as a result, the bank should continue to adhere to the 

criteria. The Net Non-Performing Asset Ratio is a more accurate measure of the state of the 

SBI Bank. 

Table 4. Chi-square test on Net NPA Ratio 

Oi Ei Oi-Ei (Oi-Ei) 2 (Oi-Ei)²/Ei 

3.8 4.45 -0. 65 0.42 0.09 

3.7 4.07 -0. 37 0.14 0.03 

5.7 3.69 2.01 4.04 1.09 

3 3.31 -0. 31 0.10 0.03 

2.23 2.93 -0. 7 0.49 0.17 

Total 1.41 

Sources: Calculated with the help of Time series Analysis 

When applied to these data, the computed value of the Chi-square test is 1.41, and the Table 

value of the X2 test is 9.488 when applying a significance threshold of 5%. Since the table 

value is higher than the computed value, the null hypothesis may be safely assumed to be true. 

Therefore, it is plausible to assert that the Net NPA of State Bank of India during the time under 

consideration does not exhibit any significant associations. 

Provision Coverage Ratio 

Table 5. Provision Coverage Ratio = NPA Provision/ Total Gross NPA×100 

Year Net Provision Total Gross NPA Provision Coverage Ratio (in %) 

2015-16 42365.78 98172.80 43.15% 

2016-17 54065.61 112342.99 48.13% 

2017-18 112572.46 223427.26 50.38% 

2018-19 -486193.8 172753.60 61.86% 

2019-20 97220.55 149091.85 65.21% 

Source: Annual Published Report of State Bank of India 
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The information about the Provision Coverage Ratio is shown in the table and chart that can 

be seen above. The Provision Coverage Ratio is typically about 53.75 percent on average. 

Throughout the course of the investigation, the ratio kept climbing higher. The provision 

coverage ratio was 43.15% in the fiscal year 2015-16, but it increased by 4.98% the following 

year, reaching 48.13% in the fiscal year 2016-17. The provision coverage ratio went risen by 

an additional 50.38 percent in the fiscal year 2017–18, and it will go up by an additional 11.48% 

in the next fiscal year, 2018–19. When it was 61.86% of the total. The provision coverage ratio 

reached a new high of 65.21 percent in the 2019-20 fiscal year. A high Provision Coverage 

Ratio (ideally one that is more than 70 percent) indicates that the majority of asset quality 

concerns have been resolved, and as a result, the SBI Bank is not at risk. As a standard practice, 

SBI Banks would put aside some of their income to act as a cushion against defaulted loans. 

Table 6. Chi-Square test on Provision Coverage Ratio 

Oi Ei Oi−Ei (Oi−Ei)2 (Oi−Ei)2/Ei 

43.15 42.17 0.98 0.96 0.02 

48.13 47.96 0.17 0.03 0.0006 

50.38 53.75 -3.37 11.36 0.21 

61.86 59.54 2.32 5.38 0.90 

65.21 65.33 -0. 12 0.01 0.0001 

Total 1.13 

Sources: Calculated with the help of Time series Analysis 

Under these circumstances, the value of the chi-square test that was computed is 1.13, and the 

value of the chi-square test that was tabulated was 9.488. This was done using a significance 

threshold of 5%. The value in the table is more than the value that was computed. Therefore, 

we must accept the null hypothesis. As a result, we are in a position to assert that the Provision 

Coverage Ratio of the State Bank of India during the course of the research period did not 

display any significant differences. 

Table 7. Cash Deposit Ratio 

Year Total Advances Total Deposit CD Ratio (in %) 

2015-16 1463700.42 1730722.44 84.57 

2016-17 1571078.38 2044751.39 76.83 

2017-18 1934880.19 2706343.29 71.49 

2018-19 2185876.72 2911386.01 75.08 

2019-20 2325289.56 3241620.73 71.73 

Source: Annual Published Report of State Bank of India 

The information about State Bank of India's credit deposit ratio is shown in the table and chart 

below. The table that may be seen above displays total advances in comparison to total deposits. 

The ratio of deposits to credit is, on average, 75.94%. The ratio exhibits persistent declines from 

the 2015–2016 to the 2017–2018 time periods. In the 2015-2016 school year, the percentage is 

at 84.57%. The ratio reached a new low of 76.83% in the 2016–2017 academic year. The 

percentage will drop even more to 71.49% in the next school year 2017-2018. The ratio went 

risen by 3.99% for the 2018-2019 school year, reaching 75.08% overall. In the year 2019-20, 

the ratio will be 3.35% lower than what it was the previous year, which was 71.73%. A high 

credit-deposit ratio is indicative of an overstretched balance sheet, and it may also be an 

indication that there are problems with capital sufficiency. If a bank has a low credit deposit 

ratio, it indicates that the bank is not earning as much as it possibly may be. 
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Table 8. Chi-Square test on Cash Deposit Ratio 

Oi Ei Oi−Ei (Oi−Ei)2 (Oi−Ei)2/Ei 

84.57 81.42 3.15 9.92 0.12 

76.83 78.68 -1.85 3.42 0.04 

71.49 75.94 -4.45 19.80 0.26 

75.08 73.2 1.88 3.53 0.05 

71.73 70.46 0.57 0.32 0.005 

Total 0.48 

Sources: Calculated with the help of Time series Analysis 

In this instance, the computed value of the chi-square test is 0.48, and the table value of the chi-

square test is 9.488 when using a significance level of 5%. The value in the table is more than 

the value that was computed. Therefore, we must accept the null hypothesis. Therefore, it is 

plausible to assert that there is a discernible change in the credit deposit ratio of SBI Bank 

during the course of the research period. 

Table 9. Interest spread ratio 

Year Interest Earned Interest Expenses 
Interest Spread Ratio 

(in %) 

2015-16 163998.30 106803.49 153.55 

2016-17 175518.24 113658.50 154.42 

2017-18 220499.32 145645.60 151.39 

2018-19 242868.65 154519.78 157.17 

2019-20 257323.59 159238.77 161.60 

Source: Annual Published Report of State Bank of India 

The data about the interest spread ratio of State Bank of India is shown in the chart and table 

that can be seen above. The table provides a percentage breakdown of the trend from 2015–

2016 to 2019–2020. The interest spread ratio displays a mixed pattern during the length of time 

that was supplied. The interest Spread Ratio has an average value of 155.63%. The percentage 

is at 153.55% for the year 2015-2016. In the year 2016–17, it was at a level of 154.42%, and it 

has since increased by 0.87%. The ratio went down by 3.03% from the previous year, coming 

in at 151.39% in 2017-2018. The ratio reached a new high of 157.17% in the 2018-2019 school 

year after posting a gain of 5.78%. The ratio reached 161.60% towards the end of the 2019-20 

fiscal year after another rise of 4.43%. 

Table 10. Chi-Square test on Interest spread ratio 

Oi Ei Oi-Ei (Oi-Ei)² (Oi-Ei)²/ei 

153.55 151.85 1.7 2.89 0.01 

154.42 153.74 0.68 0.46 0.002 

151.39 155.63 -4. 24 17.98 0.12 

157.17 157.52 -0. 35 0.12 0.0007 

161.60 159.41 2.19 4.80 0.03 

Total 0.16 

Sources: Calculated with the help of Time series Analysis 

In this case, the result of the chi-square test that was computed is 0.16, and the value that was 

found in the table was 9.488 when the significance level was set to 5%. The value in the table 

is more than the value that was computed. Therefore, we must accept the null hypothesis. 
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Therefore, it is possible to draw the conclusion that there is a considerable gap between the 

Interest Spread Ratio of the State Bank of India over the studied period. 

Conclusion 

It is common knowledge that nonperforming assets (NPA) play an important part, and it is also 

common knowledge that the management of NPA is essential, not only for banks but also for 

the economy of the country as a whole. As a result of doing the analysis described above, the 

researcher came to the conclusion that there is no evidence to explain that there is a substantial 

difference in the SBI's gross and net NPA throughout the time period under review. The interest 

coverage ratios have been notably different throughout the course of the study period, in 

contrast to the cash deposit ratios, which have not changed much over the course of the research 

period. 
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