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[bookmark: _gjdgxs]Chapter 1: Introduction to Research

[bookmark: _2p2csry]1.1) Background of the Research:

Overview of banking Sector of India
 The Indian banking industry is extensive with presence of large number of cooperative banks. But it is apart from it there are large number of structured commercial banks which operates across various regions of the country. To be specific there are as many as 27 structured commercial banks which are controlled by Government of India and apart from it there are also 27 private banks within the commercial banking sector which also plays a proactive role in development of the banking industry of India. So in a nutshell, it can be stated that these 27 public sector banks and 21 private sector banks forms the essential core of the banking system of India. Each of these public sector banks and private banks has large number of branches which operates in various parts of country both in rural , urban and semi urban areas. It is important to mention that each of commercial banks which are both private and nationalized banks does possess thousand of branches and hence forms an extensive network for providing banking service to the people of the India.  It is apart from it there are 49 foreign banks which mainly operates in the urban areas. As per the report published by IBEF, there are also 1562 urban cooperative banks and 94384 rural cooperative banks which also provides various banking service. The entire banking industry is monitored by the Reserve bank of India which acts as a central bank of the country. So with large number of branches of public sector banks, foreign banks, cooperative banks and private banks, it can be said that there is a huge network of banking system which operates in length and breadth of world’s largest democracy of India. 
As per the data published by Reserve Bank of India (RBI), as of quarter 3 of financial year 2019 (period between April to September 2018) , the  total credit that has been provided by these various commercial banks turned out to be INR 93751.17 billion (US$ 1299.39 billion) and the total deposit at various banks stands at INR 120818.92 billion (US$ 1866.22 billion). Therefore, it can be rightly said that there is a healthy credit to deposit ratio which indicates that there is more room for banks to grow and also there is good amount of buffer that are maintained by banks operating in India for ensuring proper risk management. 
The commercial banks which are operating in India undertakes proactive risk management measures. This is evident from the fact that all the banks have embraced International banking Accord of Basel II and most of the banks which are operating in the country have already met the capital requirement standards as per International Accord of Basel III. Therefore, it could be rightly said that commercial banks across the country are committed to met the risk management standards as per international norms. 
Research Background:
As per the opinion of Messai and Jouini (2013), profitability of the banks is the key to sustainability of the bank in long run and it also helps in maintaining a  healthy financial system in a economy. Therefore, assessing the profitability from time to time is the basics for assessing financial health of banks. There are indeed several indicators through which the financial health of the banks could be accurately measured even from published accounts of banks. The most common forms of indicators for assessing the profitability are Return on Assets, Net profit of Banks, Net Interest margin, Return on Equity. Moreover, the total deposit, Total credit extended with respect to deposit (Total Credit to Deposit ratio), other fee based income of the banks also essentially help to assess the absolute profitability of the banks. Therefore stakeholders like the shareholders, depositors and banking executives should assess these indicators closely and monitor it from time to time basis for the understanding the financial health of the company. 
Liquidity is another most important concerns of any commercial banks. A bank essentially earns from lending money from the deposit that are made by the depositors. In addition there are obligation on the behalf of the banks to repay interest to the deposits that are made in the banks by the depositor. In the same time they have to provide the money as credit and ensure that repayments are made by borrower on time so as to maintain the obligation to repay the interest of the deposits. There can be asset liability mismatch while doing it at some point of time there could be match between the deposits and credit given. Therefore, it is important for the banks to assess the liquidity levels before undertaking any lending activities.
Another most important aspect is the management of Non Performing Assets (NPA). Non Performing Assets is basically the amount of assets or the loan account in which banks does not get the proper repayment in a timely manner or are unable to recover the appropriate amount of dues. Therefore, it is important that each and every lending activities are done with proper due diligence. In India, there is a CIBIL which is an inter banking mechanism of assessing the borrower credit history. It is of critical importance that banks must take several measures such as taking adequate liquidable securities for the loan. If unsecured loan is provided future cash flows from a project for a business or future income potential of an individual must be assessed very carefully. On the other hand, giving reminders on continuous basis  and contacting with the borrower or restricting the repayment cycles are some of the most critical measures ; NPA could be managed or reduced to a substantial extent. The bank must also make use of various law for management of NPA. In India, there is Securitisation and Reconstruction of Financial Assets and Enforcement of Securities Act which provides power to liquidate the assets in case there is a NPA of any loan account. Therefore, with the provision of banking law, there has been immense  power of banks for managing of NPA through several measures. Hence, banking institution must undertake these standard procedures for effective management of NPA. Non Performing Asset has a tremendous impact as it reduced the profitability and also has impact on the capital of the banks. Therefore, it also impacts the over liquidity of the banks and future performance. So, these NPS must be effectively managed for better management of banks and overall financial performance improvement. 
[bookmark: _147n2zr]1.2) Significance of the Research:
Non Performing Loans is one of the major concerns of the banks as it would potentially impact the overall liquidity and profitability of a bank. Therefore it is for this purpose there must be a proper risk management mechanism in place which would essentially help in identifying the non performing loans at the very initial level and undertake appropriate action so as to recover the non performing loans. This will significantly help to reduce the total non-performing loans and effectively help to increase the performance of the commercial banks. 
[bookmark: _3znysh7]1.3) Research Aims and Objectives: 
[bookmark: _2et92p0]1.3.1) Research Aims:
The primary aim of this research project is to analyze the different ways through which the profitability of major commercial banks operating in India could be measured. On the other hand, the research would also put considerable quest to assess the impact of  Non -performing Assets (NPA)  on the various Indian banks profitability and liquidity. This research work would also assess the different ways through the profitability and liquidity could be increased for efficient working of these India based commercial banks. 
[bookmark: _tyjcwt]1.3.2) Research Objectives:
The various objectives of the research which would be accomplished through undertaking of this research are depicted below:
i) To analyze the different indicators which could potentially help in evaluating the profitability of a bank and efficiency of banking operation in India. 
ii) ) To analyze the impact of non-performing assets on the profitability and liquidity of banks operating in India. 
iii) To assess the critical importance maintaining decent liquidity in banks for maintaining high degree of buffer and managing any unforeseen financial risk. 
[bookmark: _3dy6vkm]1.4) Research Questions:

The various research questions which will be answered through undertaking the research on the specified subject area of the banking domain are postulated below:
1) What are the different indicators which could potentially help in evaluating the profitability of a bank and efficiency of banking operation in India? 
2) What is the impact of non-performing assets on the profitability and liquidity of banks operating in United Kingdom?
3) What is the critical importance maintaining decent liquidity in banks for maintaining high degree of buffer and managing any unforeseen financial risk?
[bookmark: _1t3h5sf]1.5) Research Gap:
A research is always performed based on the gap which are generally identified on existing research areas. It is evident from in-depth and extensive study of various studies pertaining to the subject area that there are very few research which has focused on assessing the key indicators which assess the liquidity of the banks operating in India. Moreover, there are extensive research studies  which has been done which assess the impact of high NPA on the profitability of the banks operating in India. But there are very few research studies which essentially portrayed the importance of managing the Non Performing Assets(NPA) for managing liquidity. Additionally, limited research has been done within the paradigm of Indian bank to assess the profitability measures and liquidity measures. Therefore this particular research in particular would focus on analyzing these aspects to fulfill the research gaps. 
[bookmark: _4d34og8]1.6) Research Structure
This research has been divided into various steps and activities for a comprehensive undertaking of the research process. The detailed structure and the indicative content of the each of the phases or chapter  of this dissertation is mentioned below in detail
Chapter 1 – Introduction to the Research: This chapter essentially provides a brief introduction to the research area. Furthermore, the major aims, objectives, research questions and the significance of the research are also depicted in this chapter of the dissertation.
Chapter 2 – Literature Review: This chapter of the research consists of an extensive review of literature in the paradigm of banking operation and the key aspect of measuring profit. Literature Review has also been done in the area of managing of NPA and the way Indian banks manages NPA in particular.
Chapter 3 – Research Mythology : This chapter postulates the entire methodology that would be adopted for the research. The detailed process of the data collection, the data analysis methods that are used are also depicted In addition the research strategies and the research choices that are  
Chapter 4 – Data Analysis and Discussion: In  this chapter of the dissertation, the actual data analysis has been performed by using various statistical measures from the key data of the Indian banks for undertaking the research and fulfill the research objectives. It is also essential to mention that a vivid discussion of the findings of the research findings are also done based on the results of the data analysis
Chapter 5- Conclusion and Recommendation:  In this chapter, the conclusion has been provided from the learning’s achieved from the research. A recommendation has also been given provided to the commercial banks based in India through which they can manage the Non Performing Assets for ensuring better profitability and liquidity. The key measures of profitability that they should assess for undertaking the profitability aspect has also been provided in this chapter of the dissertation. 
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[bookmark: _2s8eyo1]Chapter 2: Literature Review

[bookmark: _17dp8vu]2.1) Evaluating the ways through which liquidity of a bank could be managed :

The liquidity amount of the bank showcases its financial health and its capability of the bank to handle the different financial crisis management. According to Ghosh,(2015)  liquidity is define the immediate capability of any individual to meet up the financial commitment. The investment capability of the bank depends on the deposit which it receives from the institution, companies and other types of public and private demand and term deposits. Moreover to enhance the investment capability of the bank part of the profit which is earned by the bank is also kept for further investment. One of the major problem which the banking institute face is the law as per which the deposit held by the bank are payable as per the depositor’s obligation terms. Some of the liquidity management method and strategies that is adopted by the banking system of UK so as to maintain the cash deposit is highlighted in the following paragraph in a detailed format
For efficient way of managing liquidity, proper strategy for cash management should be implemented by the bank as it is very essential since cash is a complete liquidity. This cash can be managed by holding deposit with the central bank and keeping quantum of cash in the from of SLR and CRR. Apart from all the rules and regulation set by the central bank,  the commercial banks should also keep quantum of cash in hand so as to effectively carryout cash management as well as investment management , this will help the banks to  maintain and manage liquidity needs of the bank. 
Apart from this another method which is effective in managing liquidity by the bank is cash concentration/ pooling, as per this strategy fund is transfer from the diverse account into the central account so as to improve the efficiency level of cash management. Cash pooling is of two type notional cash pooling and other cash pooling. In case of notional cash pooling the resultant standard of cash pooling is done by merging the interest statements. In case of banking system this particular strategy is implemented by pooling different amount of cash available in different bank account into a master account , this method facilitate the bank to efficiently manage cash control and cash visibility.
Another method which can be undertaken for liquidity management is group cash pool , this method of cash management is a centralized method to cash management and is done to balance the account of a group subsidiary and is based on real time zero and the net balance is always showcased in the account . The main goal of this liquidity management method is management of treasury by mitigating the imperfection which is penetrating within the financial markets with less financial cost. 
Therefore it is essential for the banks  to undertake the policies formulated by the central bank on liquidity management and also formulate and implement different strategies of their way so as to effectively manage the liquidity which will help them to mitigate any problem related to NPAs, crisis situation without incurring any losses.
[bookmark: _3rdcrjn]2.2) Impact on the bank’s profitability due to inadequate liquidity in banks:
The financial performance of the banking institution is a combination of the external and internal factors and the difference of the core business and the management system of the banking institution which is indicated by the difference in the performance level of the different banking institution. Some of the factors that internally determine the profitability of the firm are inclusive of management decision taken up by the banking institution, regulatory objective like the expense management, size of the banking institution and the level of liquidity (Ekwere, 2016). On the other side the external factors which determines the profitability level of the banking institution is inclusive of factors like industrial characteristics market concentration and other macroeconomic determinants.
According to Alshatti ( 2015), liquidity problem has an adverse impact on the earning of the banking institution and the capital. Moreover in some extreme cases inadequate liquidity can also result in bankruptcies of the otherwise solvent banks. This mainly happens since the bank is forced to  borrow  from the market to stabilize the liquidity problem penetrating within the banking institute and to settle the obligation created by liquidity failure  even at an extreme high rate of interest and this  ultimately causes a fall in the total earning rate of the bank. Apart from this it is also evident that the banks’ earning is also affected by the liquidity related fire sale risk of asset, as per which financial institute has to sale large quantity of their assets in order to meet up the obligation or for reduction of its leverage associated with conformity of the regulationary requirement of capital adequacy. This fire sake risk asset can result in the impairment of the bank’s assets. Moreover mismatch between the demand deposit and the corresponding resources cab force the banking institute to generate required fund from alternative sources at a high interest rate which can levy negative impact on the financial performance of the bank.
 As liquidity is define the ability of the bank available cash reserve so as to meet its obligation without incurring any losses (Sahoo, 2019). So  liquidity risk is the risk which  showcases the inability of the bank to liquidate a position in a timely manner and at an reasonable price , on other words it is the inability of the bank to fund asset at an appropriate maturities , rate or at a  rate which is near to the faire value within appropriate time frame . So the bank should focuses on the liquidity risk management and makes the framework stricter so as to hold more liquid assets so as to be more resilient against funding difficulties. Furthermore it is also seen that the positive impact of the constraint of government share and cost have on the profitability of the bank helps the bank to maximize profit level. Thus it is evident from the information provided in the above paragraph that the inadequate amount of liquidity has negative impact on the profitability level of nay banking institution.

[bookmark: _26in1rg]2.3) Non Performing Assets - A critical Discussion:
Non Performing Asset is defined as the credit facility in respect to which the installment on the principal amount is due for a specific period of time. In simple words the asset which ceases to generate income for the lender is known as non performing assets (Tehranian,2011). In some cases the debt is also classified as Non Performing when it is not played for a time period of 90days. 
The Non Performing Asset is typically highlighted on the balance sheet of the commercial bank. It is evident that commercial bank categorizes an asset to be Non Performing if the inters torte principal amount is not paid within a time period of 90 days by the loan taker. On the other hand if the loan can be also be categories as nonperforming if the loan taker gives the entire interest amount but fails to repay the principal amount on maturity.
The most common non performing asset are term loan but apart from this there are six other means on which loan or advances can be categories under NPAs (Edem, 2017). These six other way of loan and advances are inclusive of overdraft and cash credit account which is left out of order for more than 90 days, agriculture loan whose interests or  principle amount is remained overdue for two crop season,  purchase or discounted bill which is overdue for more than a  time period of 90days, expected pavement form any respected account is overdue for more than 90 days, non submission of statement of the stock for 3concecutive quarter in cash-credit facility case and non activity for more than 91 days in case of overdraft, cash credit, PCFC or EPC  account.
It is to be noted that the non performing asst which is also termed as non performing loan showcases a burden on the lender in a three distinct manner. Firstly it reduces the cash flow, disrupt budget and decreases earning of the lender due to nonpayment of the interest and the principle amount on time (Moessner, 2013). Secondly losses of loan reduce the capital availability for provision of subsequent loan. Lastly defaulted loans are written off against earning which showcase a negative impact on the earning rate of the lender.

[bookmark: _lnxbz9]2.4) Analysis of the different ways or the strategies through which Non Performing Assets of the bank could be managed:

There are series of strategies which is taken up by the commercial as well as the central bank so as to manage the non performing assets. The strategies which are necessary taken up by the banks are broadly categorized into two categories which is inclusive of Preventive management and curative management strategies.
AS per the preventive management strategies the banks take into consideration measures which help them to minimize the rate of NPAs. Some of the preventive measures taken up by the banks are illustrated in the following paragraph.
Early Warning signals (EWS):
This method helps in reduction of credit degradation by hosting early warning signals for identification of the NPAs. For doing so the banks have laid down many operational, financial, transactional indicators which could help the bank to identify the problem at an early stages (Ghosh,2015). This signal are broadly classified into 4 categories which is inclusive of financial warning signals, operational warning signals, banking related signals and management related signals. 
Know your client:
This is another preventive measure which is taken up by the banks so as to minimize the amount of NPAs. As per this preventive measure visit are made by the bank staff to their client places and business unit so as to gather knowledge about the financial status of the client to whom bank has given loan. This help the bank to identify the problem related to repayment of the loan in the early stage which could prevent the amount of loan to turn out to be NPAs.
Credit Assessment and Risk Management Mechanism:
Managing credit and risk is one of the best solutions to the problem of NPAs. Managing credit  risk is one of the forward looking approach as per which the quality of credit flow is managed before default take place the documentation in relation to credit policy and credo audit is done immediately after sanction of loan amount together with prudential norms helps in minimizing the credit risk to a large extent.
Restructuring of the organization;
Restructuring of the organization by inputting new improvement within managerial efficiency, skill up gradation, proper credit assement facility, change in overall attitude of the bank towards legal action, etc can help in better management of NPAs and also reduce the credit risk.
 Reduce Dependence on Interest:
Reduction on the dependency of interest on loan and investing in securities can help the banks to earn sufficient net margin and also help in reduction of problem of NPAs.
Willful Defaulters:
Willful defaulters are those personal who defaulted in meeting the obligation of the lender when it is capable of housing the obligation. On other words willful defaulter are those borrowers who utilize the fund other then those for which the particular loan was granted (Ojunrongbe,2019). To prevent such defaulter the central bank prevent their access to capital market and also initiate legal action against such defaulters, this measures taken by the central bank helps in managing the rate of NPAs.
On the other hand the curative management is design to maximize the rate of recovery so as to release the bank funds which are locked up in NPAs for recycling. Some of the curative measure taken up by the central government and central bank are showcased in the following paragraph.
Formation of creative information Bureau limited: Formation of creative information Bureau limited is another effective measure which can be undertaken to recovery the amount from the borrower so as to minimize the rate of NPAs.
Compromise settlement scheme :Compromise settlement scheme as per this scheme the banks are free to  implement and design their own polices in regard to recovering the loan mount and write off incorporation , negotiate settlement and compromise with the approval of the board.
 Formation of people court: Formation of people court so as to recover small amount of loan in a speedy and authorized manner is another curative measure taken up by the government (Kumar, 2018) . This court also legal address the soft defaulter in a cost effective manner and this is one of the easy method of settling problems related to NAPs.
Perusing corporate Debt restricting: It is recognizing the outstanding obligation of the distressed company, so as to restore its liquidity and keep it  in business. This is achieved by  a negotiation which is achieved between the distressed company and the creditor , this is one of the most effective measure of managing NPAs.
Encouraging acquisition of sick units by healthy ones: as per this measures the central government and bank encourages the healthy companies to take over the sick companies so that the sick company can revive its business and the creditor can release  its NPAs for recycling or further revenue generation.
Asset Reconstruction Company: this are companies which were created to tackle NAPs ,such companies purchase bad assets or NAPs from the banks at a negotiated price and thus helps the bank to clean up their balance sheet and reduce the mounting NPAs.

[bookmark: _35nkun2]2.5) Impact of NPA on the profitability and liquidity of the banks: 
According to  Bellas (2014), NPAs are those assets which has stopped generating income for the bank. Specifically NPAs are those assets which stands on the concept of ‘Past Dues’ associated with the principal amount or interest on the principal amount which the borrower has failed to give to the lender within the stipulated time frame. As per Jouini (2013), NPAs is considered as the virus which is affecting the banking sector and also stands out to be the major threat for the banking sector, since  a mounting of NPAs leys question on the efficiency of the bank in the flied of credit  risk management.
On the opinion of Santos (2018), management of NPAs needs a structured legal platform and technological advancement which should be based on the core banking solution, recovery procedure and other specific indicator taken up by the banking institution. The NPA ratio is one of the most important ratios which have to be taken into consideration by the banking institution since hike in its ratio reflect bad quality of loans. Impact of NPA on the profitability and liquidity of banks is always negative since with increase in the NPAs amount their occurs a situation of capital erosion within the banking sector and the capability of bank to create credit through granting loans also reduces. On the other hand the NPA ratio indicates the quality of assets which a bank posses which further reflects the credit risk management efficiency rate of that particular bank. According to Wang (2017) NPAs act as the prudential indicator of the financial health of any banking institution and also adversely affects the profitability, solvency and liquidity of the banking institution. The bank’s viability will be jeopardizing due to continuous decline in the profit margin and continuous increase in the amount of NPAs. Apart from this, mounting NPAs reduces the interest rate of the bank and corrodes the average earning if the bank from the loan and total assets. The hike in the rate of NPAs on one hand brings down the income level of the bank and on the other hand hinders the finer Prime Lending Rates (PLR). According to the study conducted by Sukri,  (2016) the profitability level of the bank is  enhanced by introduction of effective remedial measures for controlling the rate of NPAs. It is also evident that the increasing level of NPAs has negative impact on the achievement of the Capital Adequacy level, banking system credibility, fund mobilization and the overall productivity of the economy. Moreover the negative impact of NPAs on the profitability and liquidity is further showcased by the direct impact which it bestowed on its profitability since the banks are legally not allowed to book income and on the other hand are forced to make provision under the guide line of the central bank. 
Thus  it is clear from the above mention facts that the negative  impact of NPAs in the profitability and liquidity of the banking institute can adversely affect the financial health and stability of the banking instate if  not properly management and if proper strategic measures are not undertaken to stabilize the situation created by mounting amount of NPAs (Sukri, 2016). So the banking institute should focus on the strategies which can reduce the problem associated with NPAs so as to ensure proper working of the banking institution

[bookmark: _3o7alnk]2.6) Evaluating the different ways through which profitability of banks could be enhanced: 
The financial health and stability of the banking sectors is one of the major concerns for every country because this directly links with the economic growth and success of the country. According to  Dietrich and Wanzenried, (2014) there are different factors that may affect the profitability of the banks which needs to be measured by the financial institutions to ensure the enhancing profitability of the banking sectors. Therefore, the banking institutions should understand a number of strategies to enhance the profitability as well as revenue to deliver better services for the customers. The different ways through which the banking sectors can enhance the profitability of banks are as summarized below; 
Interest rates increase:  
The interest rates largely affect the profitability of banks. The increasing number of short term interest rates may reduce the profitability of banks. While, increasing number of long term interest rates has positive impact on enhancing profitability of the banking institutions. However, in short term interest rate any increasing of the rate of interests may lead to abrupt fall of the loan demands rather than demands of deposits which impacts on the net interest margins and overall profitability of the banks. Therefore, the short term interest rate creates negative impact on profitability of the bank. On the other hand by increasing the long term interest rates, the bank can charge a high amount if interest rates from the borrowers which increases revenue as well as profitability of the bank. 
Decrease in deposit rates: 
The deposit rate also impacts the profitability and revenue of the banking institutions. By decreasing the deposit rate, the banking institutions also can reduce the costs of safety and surplus charges on the bank deposits which may increase profitability and revenue of the banking institutions. On the other hand, the decreasing of deposit rate the banks also can influence the customers to buy other products and services from the bank which may increase profitability of the banks.
Setting minimum balance: 
This is another way through which the banking institutions can gain profit and revenues to achieve growth in the banking sectors. By setting the minimum balance in bank, the bank can impose charge on the customers who cannot maintain the minimum balance in their accounts (Petria, Capraru and Ihnatov, 2015). Different types of charges by not maintaining the minimum balance in the bank account may lead to increasing of profit for the banks. 
Selling of financial products like life and non life insurance using the banking channels: 
The various financial products such as life and non life insurance are associated with the banking institutions. Each and every bank sells different types of insurances for the customers. By selling the products including insurances at different rates, the bank also can earn profit and revenues. Different products and attractive services can attract the customers through which the profitability of the banking can be increased. 
Fees on debit and credit card transaction: 
Financial transaction is one of the key parts of any financial institutions through which the organization can transfer or receive money from other accounts. The banking institutions impose some charges on credit and debit card transactions which create positive impacts on increasing profitability and revenues of the bank (Ani, Ezeudu and Ugwuanyi,  2012). In recent days, different types of online payment app have to connect with banks for transferring payment which also requires some charges. This can increase profitability and revenue of the banks. 
Hefty Late fines on credit cards: 
Hefty late fines on the credit cards are another way through which the banking institutions can earn profit and long term sustainability. The hefty fine is mainly imposed on the customers when individual breaches the banking rules in transactions. A huge fine also may be imposed due to severity of mistakes. The huge amount of fines imposed on the customers due to breaching the banking rules on credit cards may increase profitability and revenue of the banking institutions. 
Fees on International trade facilities like issuing of Letter of Credit: 
In order to manage the export sale, negotiation of the payment is the primary concern for any banks. In order to secure the payment in advance, a letter of credit is issued by the issuing bank for making the payment on behalf of the buyer. The letter of payment should be issued 180 days before the payment is made. In order to manage the international trade facilities, the letter of credit is issued. However, any kinds of breaches of the banking regulations in the international trade nay impose charges which can help to increase profitability and revenue of the banking institutions. 
Other fee charged for various commercial and business banking services: 
The bank also imposes several charges in commercial and business banking services such as international transactions, home branch and non home bank transactions and other cash transactions. In addition, the bank also imposes charges for demand draft, PIN generation and duplicate bank statements and queries of bank statements (Menicucci and Paolucci, 2016). These charges are beneficial for enhancing profitability and revenues of the bank. By maintaining these charges, the banks can maintain long term revenues and profitability.  
Imposing charges in overusing ATM: 
The customers cannot make unlimited transactions using ATM. Each and every bank has some limit of transactions through ATM. By overusing the ATM transactions, the bank may impose charge on the account balance. This is another way of income generation for the baking institutions. Through the help of imposing charges in overusing ATM, the bank can earn profit, revenue and long term sustainability within the competitive banking sector. 
[bookmark: _23ckvvd]2.7) Contemporary measures taken by some Indian banks for increasing the profitability:
The Indian banking sectors contributes a large number of economic growth of the country. Different factors may affect the banking profitability which may impact on financial health of the banking institutions as well as growth of the overall economy of the country. Therefore, the banking system should take the right measures for increasing its long term profitability to achieve long term growth and sustainability. According to Akhisar, Tunay and Tunay, (2015) the different contemporary measures that have been taken by the Indian banks in increasing profitability which are as summarized below; 
Mergers with other financial institutions: 
Merger and acquisitions with other financial institutions can be an effective step to sustain growth and profitability of the different banks. By merging the banks, different banks can enjoy the average increasing on profitability rather than the operation within single entity. in recently, the government of India has announced to merge the 10 different public banks including Union Bank of India, Canara Bank, Punjab National Bank, Allahabad bank, United Bank of India, Syndicate bank, Andhra Bank, Indian Bank, Corporation Bank and Oriental Bank of Commerce into four entities. This would be helpful for gaining average profits for all banks (Ahamed, 2017). However in order to take the merge as a measure to increase the profitability, the banks should focus upon the changes of the return on capital and interest rates. The price changes between the non financial and financial items also should be taken into considered for managing measures through mergers of the Indian banks. In addition, the financial charges, costs of the insurance, service premiums and deposit charges also should be taken into considered for increasing profitability with mergers.
Improving managerial efficiencies: 
The managerial efficiencies also can be taken into considered by the banking institutions in order to increase the profitability of the banks. The Indian banks provide special training for the managers to increase their knowledge and skills in assisting to increase market shares. The mangers not only assist is raising profits but also focuses upon the perceived quality of the customers for dealing with the service operations (Goyal, 2013). The efficiencies of the manager to maintain long term relationships with the customers also help in gaining profitability for the banks for long term basis. 
Developing interest rate policies: 
The interest rates on short term and long term deposits also can be a measure for increasing profitability of the banks. In recent days, the Indian banks have reduced the interest rates for short term deposits to increase the demands of long term deposits. The short term deposits may affect the income, revenues and profitability of the banks. On the other hand, by increasing the interest rates for long term deposits the banks can earn more profit. This also increases the overall profitability of the banks. 
Introducing information technologies: 
Introduction of different banking systems using information technology also can be taken into considered as a measure for increasing the profitability of the banks. Over the last few decades, the introduction of information technology has brought opportunities to introduce internet banking, SMS facilities, online transactions and use of payment apps. All of these online facilities are useful to reduce the operating costs of the banks and generates income for the banks. The income generation from such online facilities also results in increasing profitability of the banks. In addition, the ATM transactions also increase the banking profitability in India. According to the RBI rules, the customers only can make five transactions in a month. However after completing five transactions in a month, the respective bank will charge Rs 20 per transactions and 9.55 for each non financial transaction. This also generates income and profit of the banks as well. 
Changing the rules of cash transactions and international transactions: 
The Indian banks also can secure their profit from measuring cash transaction and international transaction. The customers cannot make unlimited transactions from one bank account. The bank charges for every transaction if it beyond the limits (Obamuyi, 2013). For example, SBI allows only three free transactions and if it exceeds, the bank charges Rs 50 for every transaction. This also can increase profitability of the banks. In addition, the Indian bank also charges 3- 4% for every international transaction which helps in generating incomes and profitability of the banks. 
Introducing diversified banking services: 
By introducing the diversified banking services, the Indian banks also can secure profitability and revenues. In recent days, most of the bank has introduced different products and non financial services such as insurances, gold loans and other services. These services generate sustainable income, revenue and profitability for the banks to achieve competitive advantages over the other financial institutions. 
[bookmark: _ihv636]2.8) Critical Analysis of the reasons of the lack of profitability in nationalized banks of India: 

The nationalized banks or public sector banks are the central of Indian banking and financial systems. However, in recent days the public sector banks are struggling to enhance their profitability for long term basis. According to…. The major issues that are lacking the profitability of the nationalized banks of India are as summarized below; 
Poor Economic growth rate:  This is one of the significant reasons for slow growth of the nationalized banks of India. According to the Indian government report it is evident that the current economic growth rate is 6% which has declined from 7.4% of the previous year. However, from the report it is observed that the major reasons for economic slowdown in India are collapsing in the private consumptions due to demonetization, increasing number of debts, rollout of the GST and global slowdown. All these factors have affected the high inflation rate which results in lack of profitability of the Indian banks (Sinha and Sharma, 2016). The slow economic growth and personal spending power of the individuals also have affected the loan seekers to repay the amounts. Therefore, the poor economic growth of India is one of the significant reasons of the lack of profitability of the Indian banks. 
Lack of penetration in the vast rural markets: 
The gap between rural and urban markets in terms of banking operations also can be considered as the significant factors that create challenges for the Indian bank to earn profitability. There are some significant factors that mainly lack the Indian banks to expand their operations in the rural areas which are income status of the rural areas, expenditure patterns, literacy rates and lack of contacts. These particular challenges are creating barriers for the Indian banks to expand their operations in the rural areas which largely impacts on the profitability, revenues and overall growth of the banking institutions. 
Regulations of providing sectoral loans as mandated by government:
According to the regulations of RBI, the lenders should be registered with NBFC or as a bank of RBI. The RBI provides strict regulations, notifications, policies and guidelines for the banks to secure the loans from the lenders (Pennathur, Subrahmanyam and Vishwasrao, 2012). However, certain sectoral loans are permitted without the maintaining the regulations, policies and guidelines set by the RBI. These may affect the banks at larger scale which results in lack of profitability and income for long term basis. 
High degree of political interference in providing huge unsecured loans to selected parties: 
Political interferences, nepotisms and power authority are the other reasons that also hamper the banking systems in India. Sometimes, the banks are forced to provide huge loans for the selected parties who have high hold of political leaders. The increasing number of unsecured loans issued by the banks also affects the profitability, income and revenue of the Indian banks.  
Lack of maintaining proper due diligence: 
According to the report published by Chari and Banalieva, (2015) it is evident that the bad loans in the Indian banking systems are expected to be increased if the current due diligence systems are not improved. The inefficient loan sanctioning process and relying on the third parties in India mainly faces problem to disburse the loan. This also has led to lack of profitability of the banking systems.  
People don’t have proper credit history of large sections:  
 Most of the banking systems do not have proper system to check the credit history of the loan seekers for large section. This has caused a number of negative impacts on the banking sectors. The banking institution should properly check the credit histories of the loan seekers before sanctioning the loans. Due to lack of checking the history, the banks have to face problem to disburse the amount which largely impacts the profitability and revenues of the organization.   

[bookmark: _32hioqz]3)  Research Methodology:
[bookmark: _1hmsyys]3.1) Research Design:
Research Design as a part of the methodology provides the basic framework of the aspect of the way through which the research in a subject area would be conducted. (Lewis, 2015)  Moreover, it also helps in providing the research problem and essentially helps in taking decisions for proceedings of the entire research project. 
There are various types of research design such as explanatory research design, exploratory research design and descriptive research design which are generally undertaken for the conducting research. In this very particular research which aims at assessing the impacts of proper credit risk management system for managing liquidity risk; a descriptive research design would be chosen. The undertaking of a descriptive research design would help in enabling to showcase the appropriate steps that needs to be taken as also how these steps could help in increasing the efficiency of the commercial banks to increase performance by reducing non performing loans.  
[bookmark: _41mghml]3.2) Research Strategy:

Research strategy is essentially one of the most vital part of the research as it helps to undertake the most appropriate strategy which would ideally enable to fulfill the objective of the research. Essentially there are two kinds of research strategy which are used in a research activity. One is qualitative research strategy and other is quantitative research strategy. Qualitative research strategy is a particular strategy where there is no use of any mathematical or financial applications; rather the issue is depicted or elaborated with theories and framework for fulfilling the objective of the research. On the other hand, a quantitative research strategy is a particular strategy where there is application of the various mathematical and financial tools or any statistical tool for analysis of the data. The results or outcome of the applications are used for generating inferences and fulfilling the objectives of the research.
This particular research aims at analyzing the the bank’s profitability and impact of NPA on liquidity and profitability; it is important to undertake quantitative techniques with help of various financial and statistical application on the published key data of the banks. Hence, it could be said that this research would adopt a quantitative research strategy. 
[bookmark: _4i7ojhp]Methodology for Data Analysis

Hypothesis:
The main hypothesis of the research  are provided below;
H0: There is a link between the NPA and the total profitability of the banks that are operating in India.
H1: There is no link between the NPA and the total profitability of the bank
Regression Model:
In order to assess the hypothesis, a regression model has been formulated which is provided below;
ROA = a+b(NPA/ Total Credit)
NPA (Y)= a+b* Total Capital
NPA (Y)= a+b* Total Tier I capital
NPA (Y)= a+ b* Credit Card Loans 
Panel Data:
A regression is a statistical tool which indeed helps to evaluate the  relation between the dependent and independent variable. In this dissertation, in order to evaluate the impact of profitability due to NPA and Total Credit, data of these figures are retrieved from the annual report of the banks. 
After getting all the required data, the above regression are run for the desired action. 



[bookmark: _2grqrue]3.3) Data Collection Technique:
Data Collection is one of the most important part of the research as collection of proper data is key for getting valid outcome. Since, this research would focus on analyzing the key indicators of a bank’s profitability and analysis of the aspect how Non performing the liquidity and profitability of banks; various key data such as Non Performing Asset data has been collected from banks published annual financial statement for the year 2018. Moreover, Reserve Bank of India’s website would be used for retrieving the data. 
It is for finding appropriate data for the research, various key indicators of banks such as Total Credit , Total balance Sheet size of banks, Total Deposits with the banks , Return on Assets, Return on Equity, Net Interest margin data of 25 commercial scheduled banks operating in India both as private banks or nationalized banks would be taken into consideration. These key ratios or financial data pertaining to all the commercial banks would essentially help to analyze the profitability of the banks and also would help to analyze the impact of NPA on profitability and liquidity of banks. 
Since, these data would be retrieved from the all publsiohed financial statement and annual report or would be sourced from Reserve Banks of India’s (RBI) website or the respective banks official website; it could be rightly said that secondary quantitative data would be collected for the purpose of analysis. Since, this research  objective is to analyze the bank’s profitability and impact of NPA on liquidity and profitability; it is important to retrieve financial information as mentioned earlier and conduct a quantitative analysis for attaining the objective of the research. 

[bookmark: _1ci93xb]3.4) Method for Data Analysis:

The data which are collected from appropriate source needs to be analyzed by implementing proper statistical and financial tool which would help to fulfill the objective of the research. First and foremost, this research activity aims at finding the profitability  of the banks. So it is critically important to find the key item which reflects the profitability. Therefore, Net profit figure would be retrieved from the annual report of all the 25 banks. Furthermore, certain financial ratio such as Return on Assets and Return on Equity also reflects the profitability of banks. Therefore, these financial ratios would also be calculated with the help of appropriate formula for analyzing the profitability of different banks. 
Secondly, the research also aims at analyzing the impact of Non Performing Assets of banks on liquidity and profitability. Therefore, regression would be used as a statistical tool for analyzing the said impact. So, for this purpose various linear regression would be performed with NPA data with the various profitability measures of bank. This would help to evaluate the impact on profitability due to NPA in the banks. Additionally, a regression would also be done with NPA figures of the banks with the certain key measures such as Total Credit toTotal Deposit, NPA to Total loans or debts taken by banks so as to assess the impact of NPA on liquidity of banks. 
[bookmark: _vx1227]3.5) Ethical Consideration:
A research must be done with proper ethics and right ethical standards must be followed for conducting a research. So for  the purpose of maintaining utmost ethics and ethical standard certain measures would be undertaken which will embrace proper ethical standards (Flick, 2015). Therefore, for maintaining the highest level of the ethical standard, all the approvals from the university and other institution who are the part of this entire research would be taken in advance before commencing the research work. Moreover, nobody would be forced to participate in the survey process and no physical and emotional harm would be done during the interview or the survey. The participation in the interview process or the survey is absolute at the will and discretion of the participants. Finally, the data obtained from the participants and all other sources would be stored in a highly confidential location with no access to anybody else. 
Analysis of the key indicators of measuring  profitability of banks and the of NPS on liquidity on liquidity and profitability of bank

[bookmark: _2bn6wsx]Chapter 4: Data Analysis

It is for making a comprehensive analysis for analyzing the profitability in banks, various key financial ratios and key figure of different banks operating in India is assessed.  
The Key Ratios that would be taken for Assessing the NPA of the banks various variable has been assessed of various Indian banks.  
	Name of Banks
	Gross NPA
	Net NPA
	CAR
	Tier-1 Capital 
	Tier-1 CAR

	 
	( in %)
	( in %)
	( in %)
	(in Rs. Crore)
	(in %)

	Allahabad Bank
	1.77
	0.69
	12.99
	7897.4
	9.41

	Axis Bank
	1.01
	0.26
	12.65
	18,503.49
	11.18

	Andhra Bank
	1.38
	0.38
	14.38
	9,861.04
	9.68

	Bank of Maharashtra
	2.47
	1.32
	13.35
	3368.89
	8.02

	Bank of Baroda
	0.62
	0.19
	14.52
	21612.95
	9.99

	Canara Bank
	1.45
	1.11
	15.38
	19139.01
	10.87

	Corporation Bank
	1.32
	0.91
	12.9
	7,823.92
	8.69

	Dena Bank
	1.86
	1.22
	13.41
	3884
	9.77

	Development Credit Bank
	5.88
	0.98
	13.25
	557.53
	11.1

	Dhanlaxmi Bank
	0.74
	0.3
	11.8
	808
	9.41

	IDBI
	2.47
	1.57
	13.64
	15896.81
	8.03

	Indian Bank
	0.98
	0.53
	13.56
	8372.01
	11.02

	Oriental Bank of Commerce
	1.67
	0.7
	14.23
	8119.52
	9.38

	Punjab National Bank
	2.28
	0.85
	12.42
	20978.87
	8.44

	State Bank of India(SBI)
	3.28
	1.63
	13.25
	84,939
	7.6

	Syndicate Bank
	2.4
	0.97
	13.04
	7413.12
	9.31

	Union Bank of India
	2.37
	1.19
	12.95
	12178
	8.69

	HDFC Bank
	1.05
	0.19
	16.22
	24254.72
	12.23

	ICICI Bank
	4.06
	1.13
	19.92
	50425
	12.72

	ING Vysya Bank
	2.3
	0.39
	12.94
	2,463.67
	9.36

	Karnataka Bank
	3.97
	1.63
	13.33
	2429.09
	9.56



	Serial Nos.
	Name of Banks
	Total Business
	Total Deposit
	Total Credit

	 
	 
	(in Rs. Crore)
	(in Rs. Crore)
	(in Rs. Crore)

	1
	Allahabad Bank
	2,38,897
	1,42,043  
	96,854

	2
	Axis Bank
	331,645.63
	189,237.80
	142,407.83

	3
	Andhra Bank
	163,591.64
	92,156.28
	71,435.36

	4
	Bank of Maharashtra
	113,725.51
	66,844.74
	46,880.77

	5
	Bank of Baroda
	5,34,116
	305,439.48
	228,676.36

	6
	Canara Bank
	506,439.82
	293,972.65
	212,467.17

	7
	Corporation Bank
	2,03,598
	116,747.50
	86,850.40

	8
	Dena Bank
	1,09,372.99
	64,209.62
	45,163.37

	9
	Development Credit Bank
	9,881.62
	5,610.17
	4,271.45

	10
	Dhanlaxmi Bank
	21,651.25
	9,121.62
	12,529.63

	11
	IDBI
	205,868.90
	167667.1
	38,201.80

	12
	Indian Bank
	181,054.09
	105,804.18
	75,249.91

	13
	Oriental Bank of Commerce
	235893.16
	139,054.26
	95,908.22

	14
	Punjab National Bank
	555005
	433224
	242107

	15
	State Bank of India(SBI)
	1,690,652.26
	933,932.81
	756,719.45

	16
	Syndicate Bank
	242,378.00
	135,596.08
	106,781.92

	17
	Union Bank of India
	355483
	202,461.29
	1,53,022

	18
	HDFC Bank
	368,569
	208,586.41
	159,982.67

	19
	ICICI Bank
	441,968.01
	225,602.11
	216,365.90

	20
	ING Vysya Bank
	53,796.39
	30,194.25
	23,602.14

	21
	Karnataka Bank
	44,684.52
	27,336.45
	17,348.07

	22
	Laxmi Vilas Bank
	19,243.93
	11,149.51
	8,094.42

	23
	Yes Bank
	80,302.57
	45,938.93
	34,363.64

	24
	IndusInd Bank
	60,531.02
	34,365.37
	26,165.65

	25
	Kotak Mahindra Bank
	58,590.28
	29,260.97
	29,329.31



The NPA would be assessed with various variable such as total Business, Total Credit, CARm Tier I and Tier II capital Lending to Credit cards. 
So a regression would be done with all these variable with NPA as the Y variable and  other as the X variable
So,
ROA = a+b(NPA/ Total Credit)
NPA (Y)= a+b* Total Capital
NPA (Y)= a+b* Total Tier I capital
NPA (Y)= a+ b* Credit Card Loans 

3) ROA Vs. (NPA/ Total Credit)
ROA = a+b(NPA/ Total Credit)


	Regression Statistics
	
	
	
	
	
	
	

	Multiple R
	0.16482551
	
	
	
	
	
	
	

	R Square
	0.027167449
	
	
	
	
	
	
	

	Adjusted R Square
	-0.024034264
	
	
	
	
	
	
	

	Standard Error
	1.298726208
	
	
	
	
	
	
	

	Observations
	21
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	ANOVA
	
	
	
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F
	
	
	

	Regression
	1
	0.894952
	0.894952
	0.530596
	0.475239
	
	
	

	Residual
	19
	32.04711
	1.68669
	
	
	
	
	

	Total
	20
	32.94206
	 
	 
	 
	
	
	

	
	
	
	
	
	
	
	
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%
	Upper 95.0%

	Intercept
	1.987554966
	0.36802
	5.400669
	3.27E-05
	1.21728
	2.75783
	1.21728
	2.75783

	X Variable 1
	1.57281E-05
	2.16E-05
	0.728421
	0.475239
	-2.9E-05
	6.09E-05
	-2.9E-05
	6.09E-05



REGRESSION EQUATION: Y=0.00836X+0.6904
F-statistic: 2.322 on 1 and 23 DF, Tabulated F-Statistic: 4.28 on 1 & 23 DF
 p-value: 0.1412 
Correlation Between ROA and (NPA/ Total Credit)=0.16

REGRESSION LINE OF ROA vs. (NPA/Total Credit) with the Regression Equation and Adjusted R^2
Since the Adjusted R^2 is only 0.02, so it is evident that there is absolutely a negative linear relationship  between the Return on Assets and (Net NPA/ Total Credit)  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Return on Assets and (Net NPA/ Total Credit)  are statistically of moderate significance. It can be inferred from the fact that the p-value of 0.4613>α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 0.53 on 1& 23 DF and the Observed value of the F-statistic is 0.53 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between ROA and (NPA/ Total Credit) of the sample Banks’ is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure.

NET NPA Vs. Capital Adequacy Ratio(CAR)
 
	Regression Statistics

	Multiple R
	0.16663832

	R Square
	0.02776833

	Adjusted R Square
	-0.014502613

	Standard Error
	0.481198262

	Observations
	25



	 
	Coefficients
	Standard Error

	Intercept
	1.347209056
	0.684416377

	X Variable 1
	-0.038432028
	0.047417581



	Observation
	Predicted Y

	1
	0.84797701

	2
	0.861043899

	3
	0.79455649

	4
	0.834141479

	5
	0.789176006

	6
	0.756124462

	7
	0.851435892

	8
	0.831835558

	9
	0.837984682

	10
	0.893711123

	11
	0.822996191

	12
	0.826070753

	13
	0.800321295

	14
	0.869883266

	15
	0.837984682

	16
	0.846055408

	17
	0.849514291

	18
	0.723841558

	19
	0.581643054

	20
	0.849898611

	21
	0.83491012

	22
	0.777646398

	23
	0.71308059

	24
	0.736524128

	25
	0.581643054


REGRESSION EQUATION:Y = -.03843X+1.03472
F-statistic: 0.5615 on 1 and 23 DF, Tabulated F-statistic:  4.28 on 1&23 DF
p-value: 0.4613 
	Correlation Between NET NPA and  CAR=
	-0.16663832



THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only -0.01861, so it is evident that there is absolutely a negative linear relationship  between the Net Non-Performing Assets (NET NPA) and Capital Adequacy Ratio(CAR)  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and CAR are statistically of moderate significance. It can be inferred from the fact that the p-value of 0.4613>α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 0.5615 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA  and Capital Adequacy Ratio of the sample Banks’ is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure.


                 REGRESSION LINE OF NET NPA vs. CAR with the Regression Equation 


REGRESSION ANALYSIS WITH NET NPA AS DEPENDENT VARIABLE
1) NET NPA Vs. BOD
	Regression Statistics

	Multiple R
	0.132211057

	R Square
	0.017479764

	Adjusted R Square
	-0.025238507

	Standard Error
	0.483737683

	Observations
	25



	 
	Coefficients
	Standard Error

	Intercept
	0.523714286
	0.439566735

	X Variable 1
	0.024935065
	0.038980693



	Observation
	Predicted Y

	1
	0.773064935

	2
	0.922675325

	3
	0.84787013

	4
	0.773064935

	5
	0.84787013

	6
	0.922675325

	7
	0.773064935

	8
	0.84787013

	9
	0.773064935

	10
	0.723194805

	11
	0.69825974

	12
	0.798

	13
	0.822935065

	14
	0.74812987

	15
	0.872805195

	16
	0.84787013

	17
	0.872805195

	18
	0.773064935

	19
	0.773064935

	20
	0.822935065

	21
	0.798

	22
	0.74812987

	23
	0.69825974

	24
	0.723194805

	25
	0.74812987

	
	



REGRESSION EQUATION: Y=0.02493X+0.5237
F-statistic: 0.3845 on 1 and 23 DF,  
p-value: 0.5413 
	Correlation Between NET NPA and Nos. of Directors=
	0.132211057



THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only -0.02632, so it is evident that there is absolutely no linear positive relationship  between the Net Non-Performing Assets (NET NPA) and Number of Board of Directors(BOD)  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and Number of Board of Directors(BOD)  are statistically very significant and the significance of correlation between the two variables is very strong. It can be inferred from the fact that the p-value of 0.5413 >α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 0.3845 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA  and Number of Board of Director is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure.

REGRESSION LINE OF NET NPA vs. No. of Board of Director with the Regression Equation 

2) NET NPA vs. Board Meetings
	Regression Statistics

	Multiple R
	0.102188957

	R Square
	0.010442583

	Adjusted R Square
	-0.032581653

	Standard Error
	0.485466948

	Observations
	25



	 
	Coefficients
	Standard Error

	Intercept
	0.502761905
	0.607087924

	X Variable 1
	0.036904762
	0.074909176


 
	Observation
	Predicted Y

	1
	0.761095238

	2
	0.834904762

	3
	0.761095238

	4
	0.834904762

	5
	0.871809524

	6
	0.834904762

	7
	0.834904762

	8
	0.761095238

	9
	0.761095238

	10
	0.761095238

	11
	0.798

	12
	0.871809524

	13
	0.798

	14
	0.834904762

	15
	0.798

	16
	0.798

	17
	0.834904762

	18
	0.761095238

	19
	0.871809524

	20
	0.761095238

	21
	0.798

	22
	0.650380952

	23
	0.761095238

	24
	0.798

	25
	0.798



REGRESSION EQUATION: Y=0.0369X+0.5027
F-statistic: 0.196 on 1 and 23 DF, Tabulated F- Statistic: 4.28 on 1 & 23 DF
  p-value: 0.6621 
	Correlation Between NET NPA and Nos. of Board Meetings=
	0.102188957



THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only -0.03466, so it is evident that there is absolutely no linear positive relationship  between the Net Non-Performing Assets (NET NPA) and Number of Board Meetings  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and Number of Board meetings  are statistically very significant and the significance of correlation between the two variables is very strong. It can be inferred from the fact that the p-value of 0.6621 >α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 0.196 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA  and Number of Board of Meetings  is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure

REGRESSION LINE OF NET NPA vs. No. of Board Meetings with the Regression Equation 


3) NET NPA Vs. Total Credit
	Regression Statistics

	Multiple R
	0.293195

	R Square
	0.085963

	Adjusted R Square
	0.046223

	Standard Error
	0.466574

	Observations
	25



	 
	Coefficients
	Standard Error

	Intercept
	0.690405
	0.11857296

	X Variable 1
	9.178E-07
	6.24037E-07



	Observation
	Predicted Y

	1
	0.7792978

	2
	0.8211072

	3
	0.7559685

	4
	0.7334323

	5
	0.9002847

	6
	0.8854079

	7
	0.7701165

	8
	0.731856

	9
	0.6943253

	10
	0.7019047

	11
	0.7254667

	12
	0.7594695

	13
	0.7784298

	14
	0.9126114

	15
	1.384924

	16
	0.7884097

	17
	0.8308489

	18
	0.8372375

	19
	0.8889861

	20
	0.7120671

	21
	0.7063271

	22
	0.697834

	23
	0.721944

	24
	0.7144199

	25
	0.7173235



REGRESSION EQUATION: Y=0.00836X+0.6904
F-statistic: 2.322 on 1 and 23 DF, Tabulated F-Statistic: 4.28 on 1 & 23 DF
 p-value: 0.1412 
Correlation Between NET NPA and Total Credit=0.293195282
THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only 0.05221, so it is evident that there is possibly a mild linear positive relationship  between the Net Non-Performing Assets (NET NPA) and Total Credit  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and Total Credit are statistically significant. It can be inferred from the fact that the p-value of 0.1412 >α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 2.322 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA  and  Total Credit provided by the sample banks  is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure.

REGRESSION LINE OF NET NPA vs. Total Credit with the Regression Equation and Adjusted R^2




4) NET NPA Vs. Total Deposit
	Regression Statistics

	Multiple R
	0.320935799

	R Square
	0.102999787

	Adjusted R Square
	0.063999778

	Standard Error
	0.462205853

	Observations
	25


 
	 
	Coefficients
	Standard Error

	Intercept
	0.670810393
	0.12112279

	X Variable 1
	7.91855E-07
	4.87259E-07



	Observation
	Predicted Y

	1
	0.78328791

	2
	0.820659367

	3
	0.743784841

	4
	0.723741762

	5
	0.912674296

	6
	0.903594224

	7
	0.763257532

	8
	0.721655128

	9
	0.675252836

	10
	0.678033397

	11
	0.803578492

	12
	0.754592005

	13
	0.78092126

	14
	1.013861158

	15
	1.410350135

	16
	0.778182882

	17
	0.831130459

	18
	0.835980669

	19
	0.849454643

	20
	0.694719873

	21
	0.692456909

	22
	0.679639193

	23
	0.707187383

	24
	0.698022797

	25
	0.69398085




F-statistic: 2.821 on 1 and 23 DF, Tabulated F- Statistic: 4.28 on 1 & 23 DF
 p-value: 0.1066
 REGRESSION EQUATION: Y= 0.0072129X+0.6708
	Correlation Between NET NPA and Total Deposit=
	0.320935799



THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only 0.07053, so it is evident that there is possibly a mild linear positive relationship  between the Net Non-Performing Assets (NET NPA) and Total Deposit  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and Total Deposit are statistically significant. It can be inferred from the fact that the p-value of 0.1066 >α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 2.821 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA  and Total Deposit accepted by the sample Banks  is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure.

REGRESSION LINE OF NET NPA vs. Total Deposit with the Regression Equation 



5) NET NPA Vs. NET INTEREST MARGIN(NIM)
	Regression Statistics

	
	

	R Square
	0.085601648

	Adjusted R Square
	0.045845197

	Standard Error
	0.466666779

	Observations
	25



	 
	Coefficients
	Standard Error

	Intercept
	1.482052512
	0.475429751

	X Variable 1
	-0.192777734
	0.131377081




	Observation
	Predicted Y

	1
	0.77263045

	2
	0.778413782

	3
	0.749497122

	4
	0.857452653

	5
	0.828535993

	6
	0.880585981

	7
	0.996252622

	8
	0.870947095

	9
	0.878658204

	10
	0.705158243

	11
	1.021313727

	12
	0.676241583

	13
	0.843958212

	14
	0.718652685

	15
	0.691663802

	16
	0.83817488

	17
	0.811185997

	18
	0.653108255

	19
	0.709013798

	20
	0.855524876

	21
	0.951913743

	22
	0.813113774

	23
	0.922997083

	24
	0.813113774

	25
	0.311891666



REGRESSION EQUATION: Y= -0.19277X+1.48
F-statistic: 1.974 on 1 and 23 DF, Tabulated F- Statistic: 4.28 on 1 & 23 DF
p-value: 0.1734 
Correlation Between NET NPA and Net Interest Margin(NIM)= -0.292577592 
THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only 0.03901, so it is evident that there is possibly a mild linear positive relationship  between the Net Non-Performing Assets (NET NPA) and Net Interest Margin(NIM)  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and Net Interest Margin(NIM) are statistically significant. It can be inferred from the fact that the p-value of 0.1734 >α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 1.974 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA  and NIM of the sample Banks is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure.

REGRESSION LINE OF NET NPA vs. NIM with the Regression Equation 


6) NET NPA Vs. GROSS NPA
	Regression Statistics

	
	

	R Square
	0.44341163

	Adjusted R Square
	0.419212135

	Standard Error
	0.364087888

	Observations
	25

	 
	Coefficients
	Standard Error

	Intercept
	0.287423797
	0.139748451

	X Variable 1
	0.254018011
	0.059342265



	Observation
	Predicted Y

	1
	0.737035677

	2
	0.543981989

	3
	0.637968653

	4
	0.914848285

	5
	0.444914964

	6
	0.655749914

	7
	0.622727572

	8
	0.759897298

	9
	1.781049704

	10
	0.475397126

	11
	0.914848285

	12
	0.536361448

	13
	0.711633876

	14
	0.866584863

	15
	1.120602874

	16
	0.897067024

	17
	0.889446484

	18
	0.554142709

	19
	1.318736923

	20
	0.871665223

	21
	1.295875302

	22
	0.777678559

	23
	0.3382274

	24
	0.561763249

	25
	0.721794597



REGRESSION EQUATION: Y=0.25401X+0.2874
  p-value: 0.0002841 
  Observed F- Statistic: 18.32318 on 1 & 23 DF, Tabulated F- statistic:  4.28 on 1&23 DF

	Correlation Between NET NPA and  GROSS NPA=
	0.665891605



THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only 0.4185, so it is evident that there is a strong  linear positive relationship  between the Net Non-Performing Assets (NET NPA) and Gross NPA  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and Gross NPA are statistically of very low significance. It can be inferred from the fact that the p-value of 0.0002841 <α=0.05.
At 95% level of significance,the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 18.32318. So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA and Total Credit is accepted( Observed value> Tabulated Value). Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is rejected.
So, from the above analysis  the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient can analyze the problem structure.


REGRESSION LINE OF NET NPA vs. GROSS NPA with the Regression Equation 



7) NET NPA Vs. Capital Adequacy Ratio(CAR)
 
	Regression Statistics

	Multiple R
	0.16663832

	R Square
	0.02776833

	Adjusted R Square
	-0.014502613

	Standard Error
	0.481198262

	Observations
	25



	 
	Coefficients
	Standard Error

	Intercept
	1.347209056
	0.684416377

	X Variable 1
	-0.038432028
	0.047417581



	Observation
	Predicted Y

	1
	0.84797701

	2
	0.861043899

	3
	0.79455649

	4
	0.834141479

	5
	0.789176006

	6
	0.756124462

	7
	0.851435892

	8
	0.831835558

	9
	0.837984682

	10
	0.893711123

	11
	0.822996191

	12
	0.826070753

	13
	0.800321295

	14
	0.869883266

	15
	0.837984682

	16
	0.846055408

	17
	0.849514291

	18
	0.723841558

	19
	0.581643054

	20
	0.849898611

	21
	0.83491012

	22
	0.777646398

	23
	0.71308059

	24
	0.736524128

	25
	0.581643054


REGRESSION EQUATION:Y = -.03843X+1.03472
F-statistic: 0.5615 on 1 and 23 DF, Tabulated F-statistic:  4.28 on 1&23 DF
p-value: 0.4613 
	Correlation Between NET NPA and  CAR=
	-0.16663832



THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only -0.01861, so it is evident that there is absolutely a negative linear relationship  between the Net Non-Performing Assets (NET NPA) and Capital Adequacy Ratio(CAR)  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and CAR are statistically of moderate significance. It can be inferred from the fact that the p-value of 0.4613>α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 0.5615 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA  and Capital Adequacy Ratio of the sample Banks’ is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure.


                 REGRESSION LINE OF NET NPA vs. CAR with the Regression Equation 


8) NET NPA Vs. Total Tier-I Capital
 
	Regression Statistics

	Multiple R
	0.305807125

	R Square
	0.093517998

	Adjusted R Square
	0.054105737

	Standard Error
	0.464642317

	Observations
	25



	 
	Coefficients
	Standard Error

	Intercept
	0.685775753
	0.118082336

	X Variable 1
	7.98709E-06
	5.18509E-06

	Observation
	Predicted Y

	
	

	1
	0.748852965

	2
	0.833564716

	3
	0.764536726

	4
	0.712683367

	5
	0.85840024

	6
	0.838640669

	7
	0.748266074

	8
	0.716797595

	9
	0.690228793

	10
	0.692226124

	11
	0.812744939

	12
	0.752643716

	13
	0.750627057

	14
	0.853335789

	15
	1.364190838

	16
	0.744984979

	17
	0.783042485

	18
	0.879500284

	19
	1.088524557

	20
	0.705453297

	21
	0.705177104

	22
	0.692137068

	23
	0.719042459

	24
	0.724768706

	25
	0.769629452



REGRESSION EQUATION: Y= 4.48X=0.6857
F-statistic: 2.315 on 1 and 23 DF,  Tabulated F-Statistic: 4.28 on 1&23 DF
p-value: 0.1418 
	Correlation Between NET NPA and Tier-I Capital=
	0.305807125



THE ANALYSIS OF THE OUTPUT:
Since the Adjusted R^2 is only 0.05193, so it is evident that there is absolutely a very mild linear relationship  between the Net Non-Performing Assets (NET NPA) and Tier –I Capital  in the sample of the 25 Indian Banks that is taken for the purpose of validation.
Moreover, at α=0.05(i.e. at 95% level of significance), it can be said that informally the referred hypothesis of a possible relation between Net Non-Performing Assets (NET NPA) and Tier –I Capital  is statistically of moderate significance. It can be inferred from the fact that the p-value of 0.1418>α=0.05.
At 95% level of significance, the tabulated value of F-statistic is 4.28 on 1& 23 DF and the Observed value of the F-statistic is 2.315 (Observed value<Tabulated Value). So, it can be inferred that  Alternative hypothesis which assumes that there is a possible dependency between Net NPA  and total Tier-I Capital of the sample Banks’ is rejected. Hence in this specific case the Null hypothesis which assumes that there is no relation between these two variables is accepted.
So, from the above analysis the model of Regression Analysis and Adjusted R^2 and Correlation Coefficient cannot analyze the problem structure.


REGRESSION LINE OF NET NPA vs. Total Tier-I Capital with the Regression Equation















[bookmark: _qsh70q]Chapter 5: Conclusion & Recommendations
[bookmark: _3as4poj]5.1) Conclusion
It is concluded from the overall study that NPA or the non performing assets are considered to be the ineffective and non performing part of commercial banks. The commercial banks basically dig their own grave by providing the huge amount of credit to the individuals who are not having the potential of repaying the loans which is resulting in developing huge non performing assets for the individuals (Singh 2016). It concludes that the banks borrow the money from the general public or the other business bodies and they invest the money in the form of loans to be passed in order to get huge return on investment to the different banks. It is concluded that the borrowers are needed to be protected so that they should not become the non performing assets for the commercial banks operating in the banking industry (Joseph and Prakash 2014). It is concluded that there is the need of effective credit risk management system to be developed for the commercial banks to make the individuals to be non performing after they borrow money in the form of loans (Singh 2016). It is concluded that if the individuals who are taking up the loans becomes defaulter then the banks never get that money returned for which they become NPA for the banks. It concludes that commercial banks are at huge risk itself when they provide the loans to the individuals who do not have the potential of replaying the amount given to them (Joseph and Prakash 2014). It concludes that with the increase in the non performing assets of the bank can reduce the liquidity and the profitability of the banks. It is concluded that cash is the highest form of liquidity which is getting reduced as they are paying cash to the individuals in the form of loan. It is concluded that with the reduction in the profitability of the commercial banks due to the high nonperforming assets the returns for the shareholders are also getting reduced (Balasubramaniam 2012). This is due to the fact that the financial performances of the commercial banks are declining and this result in having the effect on the stock market where the banks are listed (Joseph and Prakash 2014). The shares of the commercial banks are getting down which are having the high non [performing asset which is not good for the financial health of the banks. It is concluded that with the increase in the non performing loans there has been the mismatch in the current liabilities and current assets and this might fail to return the money given by the depositor. It is concluded that the commercial banks are needed to have the Tier 1 and Tier 2 capital base to be at the strong level so that the banks with their cash reserves can manage the credit risk of the banks. It is also concluded with the fact that the banks are overlooking the credit worthiness of the borrower which is said to be one of the most important actions needed to be taken by the banks for reducing the non performing assets. 
It is concluded that the liquidity is one of the most important aspects of bank for which the banks have been performing and competing within the banking industry. It is important to have the high liquidity for the commercial banks so that they can perform well in the market resulting in improving their financial sustainability. It concluded that for the management of liquidity for the commercial banks they are in need of huge cash reserves or capital either in the form of cash or assets (Singh 2016). It is concludes that cash management is essential for managing the liquidity of banks. It is essential for the central bank to be able to manage the CRR and SLR which is indicating that the central bank can be holding up the deposits so that they can supply cash to the commercial banks as and when it is required. It is concluded that cash pooling is also one of the methods by which the liquidity of the banks can be managed in an effective manner as well (Singh 2013). It is concluded that the group cash pool is also one of the effective methods by which the liquidity in banks can be managed by making the bank to facilitate the cash and having an overall control over the cash management as well. It is the fact that the commercial banks are looking in to the different types of assets which is useful in the development of the high level of mortgages against the assets they have it for the loans can be the technique for managing the NPA for banks. 
It is concluded that liquidity is having a positive relationship for restricting the NPA to be formed for the commercial banks. It is the responsibility of the financial managers as well the branch managers of the different commercial banks to be able to manage the cash liquidity of the banks (Singh 2013). It is concluded that the commercial banks are required to be developing the policies developed by the central bank in order to manage the liquidity so that the NPAs crisis situation can be resolved for them (Singh 2016). It concludes with the fact that the NPA development is also dependent on the wider market dynamics and the changes in the market scenario for the banks were they are operating. The increase in the NPAs for banks restricts the commercial banks to perform at the core level by which they can provide the high efficiency and satisfaction to the customers (Das and Dutta 2014). It is concluded that if the bank is not having the management of liquidity then it will cause an impact on the profitability of the banks. The factors which are responsible for the inadequate management of liquidity can be the expenditure of the banks, the size and scope of the banks who are disbursing the loans and the level of liquidity (Singh 2013). It is also concluded that the market position and industry as well the GDP growth of the country are the external factors which are responsible for the inadequate liquidity of the banks having an impact on the profitability.  It concludes that if the liquidity of the banks are not been managed properly then the rate of insolvency of banks goes up. It is concluded that the loans or the NPA is affecting the profitability and the image of the banks as well the lender. The non performing assets can be the burden or risk for the commercial banks to operate further in the future. It is due to the fact that they are reducing the cash flow of the banks, it disrupts the structure of the budget as there has been mismatch in the assets and the liabilities section of the budget, the cash control is not been done properly and it also decrease the earning of the lender as the interests are not provided to the commercial banks at the right time when they want it (Das and Dutta 2014). It concludes with the fact that if the liquidity is not managed properly by the commercial banks operating in the market then there is negative impact on the profitability. 
[bookmark: _1pxezwc]5.2) Recommendations
There are various types of recommendations which have come up in order to implement for reducing the NPAs for the banks which results in enhancing the profitability of the commercial banks. So the recommendations developed by the top authorities of commercial banks are described below
Recommendation 1
Lack of details verification of borrower
It is seen at times that the commercial banks do not have the proper verification or monitoring the details of the borrower who have been taking the money. This makes the banks to have high risk of credit which is making the formation of NPAs for them (Kumar and Singh 2012). It strongly recommended that the banks should be monitoring and verifying all the documents in a clear and concise manner so that they can provide the loans to those individuals who have that potential of replaying the loan (Balasubramaniam 2012). It is recommended that the bank authority should be checking the credit worthiness level of the borrowers. The bank authority need to be checking and satisfied with the reason of why the loans they actually need it (Joseph and Prakash 2014). They need to be looking after the project and its feasibility of why they want the loans. They should also be checking the cash flows of the individual, the income and expenditure level so that they can be able to accept the details and help in passing the loans. 
Recommendation 2
 Lack of IT system and outdated technologies
It is quite evident that the Indian banking system was not so much aggressive with the technologies they can use it in banking institutions till now. India has now become one of the strongest in terms of its innovation through the latest use of the technologies in the different sectors. In banking sector the technology gut is still there and efforts are made to implement the innovative It system or the latest use of technologies for having the full tracking of the details to be done in quick manner (Joseph and Prakash 2014). It is strongly recommended that the banking institutions should be able to develop the innovation in the IT systems. The IT systems are needed to be updated on a regular basis so that the banking employees of the different commercial banks can have the track record and other financial details of the individual’s to be updated and it can be restored as and when it is required from the banking authorities (Das and Dutta 2014). It is also recommended that the software version of the system should be upgraded and maintained all the time so that the backend operations should comply with the front end operations. This is resulting in the development of the scalable and robust IT systems so that the verification and tracking of the personal and financial details are highly possible. 
Recommendation 3
 Lack of cash management
It is seen that due to the non repayment of the loans by the non performing individuals the commercial banks are very much in the risk of not getting the loans which can be again converted in the form of cash (Samir and Kamra 2013). It is strongly recommended that the banking authorities at each and every day branches of banks should be managing and controlling the cash potential they have it (Dhar and Bakshi 2015). Cash is the essential form of liquidity which is needed to be controlled and managed by the banks in order to improve the profitability. 
Recommendation 4
 Lack of credit assessment and implementation of risk management system
It is seen that in most of the banks which are operating in India are not having the setup or the potential of measuring how the credit can be managed. It is also not having the setup of proper risk management system for the different banks which operates in India. It is strongly recommended that the commercial banks operating in India should be developing and formulating the credit policies in such a way that they are flexible for both the parties which is indicating for both the borrower as well for the lender (Singh 2013). It is recommended that the credit audit should be done immediately after the loan is disbursed along with the other legal norms and regulations are checked which is useful in minimizing the risk of credit for the banks (Balasubramaniam 2012). It is recommended that the commercial banks should be upgraded with the new version of software so that it can be able to identify the risks and develop the solutions for the risk to be managed for the banking authorities in a proper way (Kumar and Singh 2012). It is therefore needed to develop and implement a risk management system in commercial banks. 
Recommendation 5
Lack of interest fulfilment
It is seen that the NPAs for banks operating in Indian banking sector has the high rates of interests for the defaulters which results in making the borrowers unable to pay the interests along with the original amount (Singh 2016). It is strongly recommended that for the defaulters, the banking authorities should be reducing the rate of interests so that the defaulters can easily pay the interests even if they have the issue of repaying the original amount. 
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