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Abstract

Credit rick of banks arises due 1o the irability or wovillingress of @ borrower or coumter party 1o meet its obdiparions in accordance
itk phe agreed fernts. Credil rlak i fakerent fo o fimanctal imermediary, s mranapement 15 more bmportant than mamaging ofber
risks Wk ntevest risk and Rguldiny visk. Credit rick mnogement comprives of = (1} idendfication, (1} mtanresent, (1) moriforing
et () wamateer! af e credlt risk exposioe

Credit risk B infimarely rifected tn th e mergesce of romspeforming aorelr of @ bark. NP5 are the primory mdiverors of credin
risk Migh level of NPy indieate Fgh probatilite of eredit defaults thar affect the profitabilioe amd et wortl of haks and alro erode
i vialue af aaseds,

Kiremaataka Filie (rrameena Baek (o major Beglona Rural Bark in Karacoka coverfng 8 disteicrs. Desplie fis operations! expansion
emud 05 expernliog fimenefod redourees, the bank hay been experlencing o frend of grow img NPy during the period from 30000 o
2 =15, T onalvais af the gronving NEAs of the fark har beer madle i teraie of NP o perventage of toliol amd aet odvances of
rhe hank. proportion of NPHx o priority sector amd other secior advancer mind provigion mrde by the boirk fowmds the NPAs. The
overall position bar indicoted o trerd of high NPAs fevel of the bank during e srady period, This calls for strcawlining the finamciol

riwk meoagemurat by the Sk

Hay worids
Crediy Rigk, fdeniificanion, Finmci! Seomees, Meanrenenry

Introduction

Credit risk comprebends the innbility or |u1wi||ir|-3|'|ﬁ;|. of &
barmower & coaimterparty o meed s ohligations in sccordance
wilh the agreed tevms. In a bank's portfolio logsses stem from
awalright chelimle dse o inahality or unwillingness of & customer
iir caunterparty lo lending, irnding setilement and ather financial
It ems. Credit risk is mberent foa hinancial inl.:'rnmd:.n;r i
s iaiageiment ts perhaps more linporom than mamging other
risks llke knsercst re fisk and Bouadity risk.

Credit Risk Managemant

Credit risk monagemen Invodves evalunting snd managing the
groswih and diversification of lansfinvestments and establishing
the tolerance limis for credil and investment. Credit risk
muangement s segregated into micro and maceo fevel risk
managemeni, Credit risk ok the micno level focuses independently
o each credit tronsactiom of the bank wiibe the macno level enadii
risk manszement iorgets the wind credit exposure of 1he bank,
Credit risk management engompasses | Idemtification. (i)
mieasrement, (ili] monitorime and (v cantral of the credin nsk
O LN,

Credit Risk and Non-Performing Assoets of Banks

Credit risk 15 ntiimaiely reflecied in the emergence of non-
perfirming wsseis of a bank. Non-Performing Assets (NPAS)
reflect om the perfoemance of banks, They are primary Bdicancds
of credit risk. A kigh level of NPAs sugpests high probabiliy
of larger nunib=s of credit defaulis tem affect the profiabalin
amd met worth of banks and also erode the volue of assers. The
BPA growth invalves the nevessily of provisioning which reduses
the averall profiis asd sloelolders value. Al present ihe cone
financial problem of banks i NPAS. Spimiling MPAL, piling
debt restrsciuring cases and lower recovery lave affected bank’s
balance sheets, Ste Bank of Iniia for nsance saw it net proftl
paving down by 33 percent in July-Sepiember 2005 on aceaunt of

high WPAL The Sene Bank of India bsell bas wrinen off loans
word over Ba. T erone relating 1o 63 willul delaubers | The
Hindw 17-11-2006, p. 10), 1 earlies the public sector banks il
seen deterioralbon |0 their nssets, some of the privite sector banks
o Bnve e ingo dimilars ssucs, Gross NS of all seheduled
bnndks was 5.1 percent ol otal sdvances in Soprember 2015, Banks
ugpregote Giross Mon-Performing Assets (GNPAZ) hove shot up
b humongous level of s, 6068 Inkh erone boih pubiic and peivale
sectaor lenders included,

Mon-Porforming Assots of Kamatak Vikas Grameona

Bank - An Anailysis

Komaink Vikas Grameena Bank |5 a major Begional Hural

Bank in Kamatnka covering 9 disincts with o vast network of

brunches. [kespife its growth in the direction of its operations

by way of expanding s financial resoarces and the 1I“Er'|i||,ﬂ|l:

of s credt d|:|'|I|.1:.-rn|:|1I and deposi mobilisation the bank bas

been experiencing a trend of growing NPAs, The bank®s growth

S during the study period from 2000:11 o 201 4= 5 has haen

anflyvaed in lerma of the follimving variables viz,

I, Percemage of Gross MI%s o Toisl Advances

2 Percemnge of Net MPAL o Ne Advinces

1, Percentnge of Gross NPAS o Gross Prionily Secior
Advances

4 Percenage of Gross MNP 10 Grogs Advances 1o Other
SEEIOrE

5. Provision for MPAS o (he Bank

Objectives of the Study

Thee stvedy = corddueted wizsh the following major ohjectives,

1. Testudy the eredii rlsk of the study unli covering the Karmataka
Vikas Cransecna Bank,

2. T dentify the credit risk in relation 1o the WPAs of the bank
dluring Chee stuely period wnd

3 Toanalvse the growth of MPAs of the bank in relation 1o the
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