


● Non Performing Assets are loans which are being defaulted 
by customer where Interest or principal amount is not being 
paid for 90 days or more

● Categories of NPA 

Choosing Stocks is the Biggest 
Skill in Markets

         Important terms

Sub-standard 
Asset

No payment 90 days to 12 
month

Doubtful 
Asset

More than 12 months of non 
payment

Loss 
Asset

Uncollectable-bank has given 
up and may use the collateral 
to recover & considers this 
amount as a loss 



● NPA Provisioning  an amount that bank sets aside from their 
quarterly profits to provide back up against any NPAs.

● This money will be used to keep the accounts healthy

● Provisioning  amount is decided by RBI & depends on the 
type of NPA and the type of bank you are running 

● Provisions are created by recording an expense in the income 
statement

Norms table

Choosing Stocks is the Biggest 
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         Important terms

https://www.investopedia.com/terms/i/incomestatement.asp
https://www.investopedia.com/terms/i/incomestatement.asp
https://www.consoulassociates.com/post/loan-write-off-myth-reality


Gross Non Performing Assets

GNPA%
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Gross NPA (GNPA) 

Gross NPA (GNPA) denotes the total of all the loan assets that 
haven’t been repaid by the borrowers within the ninety-day 
period.   

GNPA=(Substandard + Doubtful + Loss) assets in %

It does not qualify the organization’s actual loss.

● Lower the Better



Non Performing Assets

Net-NPA%
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Net NPA (NNPA)

Net NPA (NNPA) is the amount remaining after deducting 
doubtful and unpaid debts from the GNPA. It is the actual loss 
suffered by the bank. 

Net NPAs = Gross NPAs – Provisions

It qualifies the organization’s actual loss.

● Lower the Better & Probably the most important ratio of all



‘’Net NPA to a bank is what rust is to Iron’’ 
- Yatin Ranade
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https://ticker.finology.in/company/HDFCBANK


Net Interest Income

NII
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● Net Income generated from interest on loans

● NOTE: banks also earn from other activities like wealth 
management, advisory, selling MF, insurance etc but its not 
considered in NII

● Higher the Better

● You can find it on ticker 

NII =Interest earned - Interest Cost

https://ticker.finology.in/company/HDFCBANK
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https://ticker.finology.in/company/HDFCBANK


Net Interest Margin

NIM
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● Margin on from interest earned from loans

● Very Similar to OPM but only on financing

● You can find it on 
Moneycontrol >Financials>Ratios>KEY PERFORMANCE RATIOS

● Higher is better 

NIM = 
Net Interest income / Average income from Assets

https://www.moneycontrol.com/financials/hdfcbank/ratiosVI/HDF01#HDF01
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https://www.moneycontrol.com/financials/hdfcbank/ratiosVI/HDF01#HDF01


PROVISIONING 
COVERAGE RATIO
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● How much money in %  is set aside as back-up for the Gross 
NPA

● PCR of 70% is the benchmark as set by the RBI

● You can get them in Annual Reports on Screener
Open Annual Report >Control+F>Provision Coverage

Provision Coverage Ratio = Provisions/Gross NPA

https://www.screener.in/company/KOTAKBANK/consolidated/
https://www.screener.in/company/KOTAKBANK/consolidated/


CAPITAL ADEQUACY 
RATIO
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● (CAR) is a measure of how much capital a bank has available, as a 
percentage of a bank's risk-weighted credit exposures

● Also known as Capital to Risk Assets Ratio

● Banks are required to maintain a minimum CRAR of 9 per cent 
on an ongoing basis as per RBI 

● Higher the Better 

● You can get it on ticker

CAR or CRAR = Tier 1 + Tier 2 Capital /Risk Weighted Assets

https://ticker.finology.in/company/HDFCBANK
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           Important terms

Tier 1 Capital  = Equity Capital + Reserves

Tier 2 Capital  = Provisions+Long Term bonds & Revaluation reserves

Revaluation Reserves - money kept on balance sheet to adjust for 
price changes in assets like Equity shares in other company, real 
estate, Foreign assets with currency fluctuations etc

Risk Weighted Assets = RBI Allows a weightage of each type of 
asset bank holds for the calculation of CAR 

https://rbidocs.rbi.org.in/rdocs/content/pdfs/76MP010714FS_A9.pdf


Current & Savings Account

CASA Ratio %
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● CASA ratio indicates how much of banks capital is from Current & 
Savings Account (Out of the total capital it has to deploy)

● Higher CASA RATIO mean Cheaper funds ie  better  NIM

● Total Deposits = Savings , Current, FDs, RDs ETC

 

CASA  = Current AC + Savings AC  Deposits ➗ Total Deposits



Credit to Deposit Ratio

CD RATIO
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    CD RATIO
● It tells us how much of deposits money has 

been deployed as loans.

● Also known as Loan-to-Deposit Ratio (LDR)

● Loans are also called Advances in Reports
● CD Ratio & Economy

● Typically loan-to-deposit ratio is 80% to 90%
Less than 100% is ideal

CD Ratio = Total Advances ➗ Total Deposits

https://www.moneycontrol.com/news/mcminis/business/what-is-credit-deposit-ratio-for-banks-7131711.html
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HDFC Bank AR FY-22,Pg35

  CD RATIO



COST TO INCOME
08



Choosing Stocks is the Biggest 
Skill in Markets

● How much is the bank paying to create this kind of income

● Shows us How efficiently the bank is run AKA Cost to 
Revenue 

● Operating Cost - Interest paid ,Salary,Rent,Marketing Etc
● Operating Income - Interest Income + Other income

● The lower the better 

● Available on ticker

Cost to income = Operating Cost ➗ Operating Income

https://ticker.finology.in/company/KTKBANK


Available on ticker

https://ticker.finology.in/company/KTKBANK
https://ticker.finology.in/company/KTKBANK


ROA
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Return on Assets
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   ROA%
● Return on assets shows how profitable a bank’s 

assets are in generating revenue. 

● very similar to any other firm but here major 
asset is $$

●

CD Ratio = Total Advances ➗ Total Deposits



Ask Away!

Q & A



Home work

● Take any 5 PSU banks and fill the table 
using this class info

● Take any 5 Mid sized  banks and fill 
the table using this class info


