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QUESTION
INTEREST RATE ANDNPAs

672: SHRIMATI VASANTHM.:
Willthe Ministerof FINANCEDbe pleased to state:

a) whetherthe banksare unableto raise interestrates due to competitivepressures duringhigh

NonPerformingAssets (NPAs);
b) if so, the detailsthereof;and
¢) whetherthe bankshave suffered huge losses in the fourthquarterended March,2018 due to

high NPAsand provisioningand
d) if so, the detailsthereof?

ANSWER
To be answered by
THEMINISTEROF STATEIN THEMINISTRYOF FINANCE
(SHRI SHIV PRATAPSHUKLA)

(@) and (b): As per bank inputs, the level of NPAs has no direct bearing on interest rate on
advances, since the same is decided on the basis of the MarginalCost of Fund based Lending
Rates (MCLR) guidelinesissued by the Reserve Bank of India, the calculationmethodolog
under which takes into account cost of funds, operatingcosts, negative carryon cash reserve
ratio,tenor premiumand requiredreturnon equity.This calculationdoes not depend on NPA
levels.

(c) and (d): Asset QualityReview (AQR) carried out in 2015 for clean and fully provisionec
bank balance-sheets revealed high incidence of Non-PerformingAssets (NPAs). Expected
losses on stressed loans, not providedfor earlierunder flexibilitygiven to restructuredloans.
were reclassified as NPAs and providedfor. PSBs initiatedcleaning up by recognisingINPA:
and provided for expected losses. Primarilyas a result of AQR and subsequent transparen
recognitiongthe gross NPAsof PSBs increasedby Rs. 6,16,586 crore between March 2015 and
March 2018 (provisionallata), as per RBI data.

As regards profit,as per provisionaldata reportedby banks, PSBs had an aggregate operating
profit of Rs. 33,382 crore in the fourth quarter ended March 2018. Due to transparen
recognitionof NPAs by PSBs and consequent requirementof ageing provision,they have
reportedaggregate netloss of Rs. 62,121 crorein the fourthquarter



