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The banking sector is the lifeblood of the Econo

g : my. W i i
health by the condition of the b_ankmg sector of the coumfy. Tﬁec:a?; S:iisl 2? Z zg;ntry ; fl'mancu}l
t 'aIOHIg C\;{lth maximum soc1al‘welfare. Its capacity to earn profit de;l:;;;aubir;k.;s
cy. Indian commercial banking sector has to land priority sector of the econimyltz

the other hand, they have to earn profit for survival

They have to keep their zilssets in such a manner in which they manage its investment tfoli
manage their assets portfolio to earn maximum profit along with proﬁ?ab?l(?: ; m(i
liquidity. The present paper is an attempt to find out the analysis of the governmentl : a:
hanking sector’s assets portfolio after globalization and implementations of Narsimham coxrn:ﬁ(t:tor
reports from the year 1991 and will try to find out the facts behind the failure of the bankiiz

individuals responsibility, mobilization of resources, financial

_progressive and dynamic banking system is

a basic requirement for  economic
development. As an important segment of the
tertiary sector of an economy, commercial
banks act as the backbone of economic
growth and prosperity by acting as a agent in
the process of development (Shrestha,
9015).They inculcate the habit of saving and
mobilize funds from numerous small
households and business firms gpread over a
wide geographical area. The funds SO
mobilized are used for productive purposes in
agriculture jindustry and trade. The banks
have to manage their assets in such a way
that they can manage balance between
proﬁtability Jliquidity and safety. Priority
sector landing 13 not profitable ,but ban}&s
have to invest their 40% assets for priority
sector landing. For liquidity Purpose they
used to keep 5-10% as CRR.and 15-25% as
SLR .So for sustainable panking system they

have to manage their assets such a way 0

1fill their long term goal.
ek o o an attempt to find
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find out the analysis of govcrnmcn.t sector
‘s assets portfolio after

banking sectors )
implementations  of

globalization — and
Narsimham committee reports from year
1991 and will try to find out the facts behind
failure of banking sector among government
sector. India’s banking sector has been facing
a large overhang of balance sheet stress since
1990.this research paper can be of particular
interest to bank management, as the
managers can employ this analysis to
identify the relative position of their banks in
relation to their international competitors
.The finding can be useful for developing
countries under the same scenarios.

Concept of assets portfolio management

The main aim of a commercial bank is
to seek profit like any other institution. Its
capacity to earn profit depends upon its
investment policy. Its investment policy, in
turn, depends on the manner in which it
manages its investment portfolio (Chand,
2017) Thus “commercial bank investment
policy emerges from a straight forward
application of the theory of portfolio
management to the particular circumstances
of commercial bank.” Portfolio management
refers to the prudent management of a bank’s
assets and liabilities in order to seek some
optimum combination of income or profit,
liquidity, and safety.

When a bank operates, it acquires
and disposes of income-earning assets. These
assets plus the bank’s cash make up what is
known as its portfolio. A bank’s earning
assets consist of (a) securities issued by the
central and state governments, local bodies
and government institutions, and (b)

Vol.4 No.29
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the more liquid because it will soon mapy
and be repayable in cash, the less proﬁ[a::
because other things being equal (3, g
.The rate of interest varies directly with
loss of liquidity .Thus a bank faces somethis
of a dilemma in trying to secure b
liquidity and profitability. It satisfies
apparently in compatible requirements
way it distribute its assets. These asse
been arranged in such a way the most
but least profitable ones should be veri
and least liquid but most profitable sheu*
more. '
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Cash in hand-

It represents a banks holding of notes
immediate
requirements of its custermers.Nowadays
there is no limit set on the amount of cash

and coins to meet the
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t will soon mature
the less profitable
g equal (S, 201)
directly with the
- faces something
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{ be very less
ble should be
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jouse may buy such a

Jvestments:
These consist mainly of government
sock which 18 always marketable at the
suck exchange, even though a loss may be
iulved by a sale at an inopportune moment.

The classification of investments as more
ljuid than advances can be justified by the
gater ease with which investments can be
unverted into cash, for the latter, although
ey can technically be recalled at a
mment’s notice, can in fact only be con-
wted int cash if the borrower Is in @
psiion to repay, and, of course, at the risk of
U bank Josing its customer if any
Ueinvenience Js caused.

15 and Advances
’ mmmeesg are the most profitable assets
i etcial banks These assets have

: 'gbger{Od of 1 years to 20 years.Banks

Y ay t}: inferest rate on these assets .
% g tz principal component of bank
al COHect? main source of income of
: - ively, they represent total

,‘%,' e (to the commercial sector).
[‘i"ances in [e dfleed be added here, bank
W, ia are usually made in the
Y, edit and oyerdrafts, Loans

e JCLL
¥ . 0d loans or term loans, They
Pyable in single or many

bill at a discount rate.

b
J[rs,Bee,, USing}

in order to reinforce

mount In thu
e can borrow money by issuing
n three months.A discount
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installments. o explai .
variousﬁorms ofVZ: tenc(}(ilr)wlél ll:]nnl? Zl:c?l}l, t
f:;igﬁ)uior the client by investin; lin:lur:
Central én;\)ferz[r;leﬁ“ouSSec:fictlil;tlesSt]gill:
Development Lpans, Corporate Bor;ds (PSU
Iand Private), Fixed Deposits, Money Market
S o bl
investment
strategy adopted by the PMS section are:
(wabsite, n.d.) i
(i) Safety, (i) Yield, and (iii) Liquidity.
Litrature Review
Assets management is a generic term
that is used to refer to a number of things by
dif"ferent market participants. The principal
f)b)ective of the functio Assets management n
is to manage interest-rate risk and liquidity
risk. It also sets overall policy for credit risk
and credit risk management, although
tactical-level credit policy is set at a lower
level within credit committees. Although the
basic tenets of would s Assets management
seem to apply more to commercial banking,
rather than investment banking, in reality it
is important that it is applied to both
functions. A trading desk still deals in assets
and liabilities, and these must be managed
for interest rate risk and liquidity risk. Ina
properly integrated banking function, the
desk Assets management will have a remit
covering all aspects of a bank's operations.
(Lina Novickytéa*, 2014)
Assets management deals with the
optimal investment of assets in view of
meeting current goals and future liabilities.

Choudhry (2007) said, that the definitions of
assets, liabilities, and risks are specific to
each institution, but, very generally, assets
may be viewed as expected cash flows, and
liabilities ~ as expected  cash outflows.
Although short-term risks arising from t}_ne
possibility that an institution’s as'sets will
not cover its short-term obligations are

important to assess and quantify, 18 Assets
onducted from a long-

these

banks
banks

management usually ¢
term  perspective. As  such, Assets
is considered a strategic

management

discipline as opposed to tactical one.

i [ that
itr: Schwaiger (2011) explain, th
e ‘ is a financial (analytlc)

Assets management 15 i
tool for decision ma at sets 0

maximize stakeholdeg al
objective is to make judict

that increase the value of

value.
ous investments

capital, match
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Jiabilities and  protect from disastrous T.he main  Aq i
fnancial events. An integrated asset and plrpose 18 to connect diﬂ‘"S‘ Ming
liability management model sets out to find mnto a single unit, facil'fre'm ank?gﬂm ;
the optimal investment strategy .by balance sheet manag@ml o hq“;’;mv“
considering assets and liabilities for ensuring the nOrmeTt' hic i“m o
simultaneously. Simply stated, the purpose of bank, service delivep . era“"ﬁ 1
such an approach is to reduce risk and profitable  grow (th mnsigt“":f
management proyiqeg timZ] b.ank' v\:r!

increase returns. .
Assets management is a future

oriented process involving simultaneous
asset and liability management to measure,
monitor and control the impact of changing
interest rates on the bank's earnings, asset
value, liquidity and capital requirements
(Brick, 2012). Summarize, the Assets
management is simply combines several
bank portfolios - asset, liabilities, and the
difference between the banks received and
interest paid - management processes into a
single coordinated process. In other words,
the main feature of the Assets management
is coordinated and not broken the total
bank's balance sheet management. Assets
management as a planning tool has evolved
from the need to ensure the asset and
liability time overlap for different time
periods. Nowadays this process is much more
complex, overlapping terms to ensure
interest rate management using both static
and dynamic simulations.

Balance Sheet AnalysisC

potential problemg oY idenge
the bank's balancea:}?e:tSks Of_OPem?fr?:u
most common problem o | ]
bank's Liability cogtg are :‘c. When
revenues from the asset 5102 fastey zh‘,:
Interest rates asget income ior R fly
than the liability side, . dechning fag

Birge & Judice
results enable simulation of b eany
sheets over time giyey a b b iy
strgtegy and  provides a
optimization mode] to determine |, X
management strategy endogenousla.nk ey
Liquidity management featyye i got limtef
to the management of liquidity ]TH.H
Compre':hensive process  inyglyeg 51{7—}
dete.rmlnation of policy anq h'quidj:
cont%ngency resolution plans ang liquid {iv
holding, ensuring liquidity risk ip the deci?wl
level.

ASSETS MARCH 1991 MARCH 2003 MARCH 2018
CRR(cash researve | 17.6 4.50 4.8

ratio)

SLR(statutory 38.5 10.25 5.20
liquidity ratio)

Loans 39.2 49.64 57.26
Investment 4.7 34.64 25.76
Bills, Money at call | 0.2 0.70 3.04

NPA 24.8 25 14.6

NPA of public sector banks

Sourse-Different issues of statistical Tables relating to Banks in India,RBI Publication.

In percentage
YEAR PRIORITY NON-
SECTOR PRIORITY
SECTOR
2005 45.2 53.5
2006 53.8 44.2
2007 58.0 40.2
2008 61.5 371
2009 53.8 45.6
2010 50.9 48.6
2011 53.8 45.9
2012 47.6 50.2
2013 40.9 58.4 0’1
2014 35.2 68 =
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corporate loans disbursed
sector banks)that went throu
stood at about Rs.113104 cr
.more then Rs 8107 crores w
slandered assets and Rs 685.
form of doubtful assets.
The deterioration in asset qua
in rising NPAs can adverse
performance of the bankij
reducing profitability and
liquidity, which in turn is likel
sgl_vency position of banks .In t
rising NPA the decline in g
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dec}mmg interest earnings of ¢
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C Jculation based on R'BI publication.
quree G arce of stress in the banking
T Lo primarily from the large
. During 2016-17 more then
L‘;‘rpor— e corporate loans were subject to
98167 " " 1t of which Rs.77039 crores
_':f[‘UCturl.I;_g; d as doubtful Assets and more
ere ass:;i883 crores as sub —slandered
than On the other side loan (ex.cluding
2 Joans) that were subject to
ring during 2016-17 ,the volume of
rilé hs disbursed by PSB(public
corporate ko)that went through restructuring
sector banb ut Rs.113104 crores,out of these
sood 2t 8 ORS 8107 crores were form of sub

'mor: :anassets and Rs 68540 crores in the
slandé

btful assets. 3
g?;mdzftgngation in asset quality as reflected
e

W As can adversely impact the
mrgigagnce of the banking sector by
e

; bility and squeezing the
r'edgsl.lzg w?hri(::f}ilt?n tur);x is likely to impact the
s osition of banks .In the backdrop of
sfJ]'vencyNF’A the decline in profitability of
nsn;i furthér be substantiated with the
gzﬁmmg interest earnings of the banks.The
ntio of interest income to totfll’ assets
feclined from 12.8% in 2005 to 7.5% 1n 2017
and net interest margin also declined from
548%in 2005 to 2.4 % in 2017.

Conclusion / suggestion:
There is  urgent need  for

improvement. India is set to be a glo})al
leader in coming year .India’s’ highest saving
nie and efficiency of regulation by RBI has
provided stability. The paper attempted to
evaluate the reforms that have occurred in
the Indian banking sector, its assets portfolio
nd NPA of banks and deteriorating health of
ommercial banks (ROLAN, 2015). Since
India has decided to move towards a more
narket based system, it is now important for
mlcy makers to create the condition of well
luctioning of a market based banking
Ustem. Among the necessary tasks are the
i;iimg and strengthening of the necessary
o S‘itlons like oversight bodies. According
- er‘indered regulations as well as the
b o LeStructuring and  privatization of
bay :ng :;il: cOl_ltinue.s on its current path _of
sty ctoorf liberalization it ghould be. in
Yoteyy Whichutqre strengthen its banking
gy, s “{111 be vital to support its
owth in the years to come.
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4. C.Thilakam,
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