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ABSTRACT:

New generation private sector banks in India are
growing with the market share of 20% in deposits and advances.
The technological advancement in the banking operations of
NGPSBs has enabled them to stand with the global competitors
successfully. Both fund based and non fund based operations of
NGPSBs has witnessed a significant increase in the domestic as
well as overseas operations. A well developed and efficient credit
risk management practices are followed by the NGPSBs to
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monitor and control the credit risk. With the increase in.credit

exposure, their magnitude of risk weighted assets has also
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expanded in the recent past. This study aims to portray the relationship between the credit exposure and
the risk weighted assets of the seven new generation private sector banks viz., Axis Bank, Development
Credit Bank, HDFC Bank, ICICI Bank, Indusind Bank, Kotak Mahindra Bank and Yes Bank. This study is
based on the secondary data collected from the published sources during 2008 to 2018.

KEYWORDS: Credit Exposure, Risk weighted assets, Fund based and Non fund based credit exposures.

1. INTRODUCTION

New generation private sector
banks are the  major role
players in  the - economic
development -of the nation.
Technology adoption‘and smart
way of servicing the customer
have helped them to have a
strong customer base. The
seven :New Generation Private
Sector Banks (NGPSBs) are the
front runners in the Indian
banking industry. As compared
to the public sector banks,
NGPSBs are leading in many
aspects of banking operations,

especially with regard to credit
risk and NPA management.
Private sector banks’ GNPA ratio
stood at a much lower level of
4.7 percent in 2018 as against
4.1 percent during the financial
year 2017 while the share of
public sector banks stood at Rs
8.95 trillion, or at 14.6 percent
out of the total NPAs.Managing
the credit risk is an essential
part of the banking business.
NGPSBs are efficiently managing
their credit risk with the prompt
recovery measures. Bank for

International Settlements has

stated credit risk in its principles
for the management of credit risk
as the potential that a bank
borrower or counterparty will
fail to meet its obligations in
accordance with agreed terms!.
The management of credit risk
starts from the appropriate
credit flow. The goal of credit risk
management is to maximise a
bank’s risk-adjusted rate of
return by maintaining credit risk
exposure  within  acceptable
parameters!. Credit exposure is
the total amount of credit made
available to a borrower by a
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lender and it measures the potential magnitude of loss if a default occurs? The Reserve Bank of India
made it mandatory that all banks are requested to fix the limits for their exposure for credit and
investment. Credit Exposure to industry type and sector type, to single borrower and group borrower
limit, to leasing, to hire purchase and factoring services, to wholly owned subsidiaries abroad and
overseas step down subsidiaries of Indian corporate, to the capital market for each bank. Further,
banks in India are allowed to extend their credit facilities (fund based and non fund based) to people
outside the country. But, the fund based and non fund based limits are to be within the set exposure
limit of the bank3. To manage the loss on account of default, banks have to classify the riskiness of the
assets. Risk Weighted Assets, shortly called as RWA, are the assets of the bank which carries certain
percentage of risk associated with the probable default on the agreed terms by the borrower: As per
Basel I and Basel Il norms, all banks are required to maintain 8% capital of their RWA but in India, rbi
mandated banks to maintain it at 9% from the beginning (2003).

There are different approaches to identify and classify the risk level of assets. As per Basel II,
two different credit risk measurement techniques are followed by banks for calculating credit risk. They
are:

1) Standardised Approach,
2) Internal Ratings-Based Approach.

1) Standardised Approach is the only approach many banks in the world are following for calculating
credit risk capital requirement. Under this approach, risks are calculated on the basis of ratings
provided external Credit Rating Agencies (CRA) like ICRA, CRISIL and S&P, etc,. Each asset of the bank
carries a certain percentage of risk weight. Based-on the risk weights, risk weighted assets will be
calculated.

2) Internal Ratings-Based Approach (IRB) are broadly classified into two types viz., Foundation IRB
approach and Advanced IRB approach. Under this approach'to calculate the credit risk, four main risk
parameters are followed, viz., Probability‘of Default(PD), Exposure at Default (EAD), Loss Given Default
(LGD) and Maturity. Under Foundation IRB approach, banks’ are calculating their own PD, whereas the
other parameters are given by the banks supervisor for calculating the credit risk. Under Advanced IRB
approach, banks use their own PD; EAD LGD and other parameters for calculating the credit risk and
based on the risk weights, risk-weighted assets are calculated.

2. REVIEW OF LITERATURE

Swaranjeet Arora (2013)5, in his research study entitled ‘Credit Risk Analysis in Indian
Commercial Banks.— An Empirical Investigation’ has compared the credit risk management practices in
public and private sector banks. The author has undertaken a survey with regard to credit risk process
in SBI group, nationalised banks, old and new generation private sector banks in Indore division with a
sample size of 200 which consists of 50 respondents in each bank group. The author has compared the
credit risk processing in‘public and private sector banks by considering the creditworthiness analysis
and collateral requirements as the important factors for analysing the credit risk. He concluded that the
credit risk management practices in public and private sector banks significantly differed and the
process of credit risk management of old and new generation private sector banks is better than the SBI
and nationalised banks.

Asha Singh (2013)6 in her descriptive study entitled ‘Credit Risk Management in Indian
Commercial Banks’ has provided the detailed information on the credit risk framework followed by
Indian commercial banks. The author has portrayed the theoretical aspects of credit risk management
framework by RBI and Credit risk management policies in commercial banks and highlighted the
requirements of effective credit risk management in banks.

Tigor Sitorus (2015)7, in his study entitled ‘The Study on Risk Weighted Assets on the Effects
of Loan Exposure Valuation towards Credit Default’ studied about the relationship between loan
exposure and risk weighted assets towards credit default. The author has tested the mediation effect of
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risk weighted assets on the effects of loan exposure valuation towards the credit default at the local
banks listed in Indonesian Stock Exchange for the period 2008 to 2012 by using structural equation
model (SEM). He explained the results that the credit exposure did not significantly affect the credit
default but it directly affected the risk weighted assets.

Dr.Pralhadrathod and Vidyashree (2015)8, in their descriptive study entitled ‘Credit Risk
Management - A study on Public sector, Private sector and Foreign banks in India’ has provided the
theoretical aspects of credit risk management practices of public, private and foreign banks and RBI's
framework on credit risk management. From the descriptive analysis the authors analysed the position
of NPA, NPA recovery on Public sector, private sector and foreign banks.

3. OBJECTIVES OF THE STUDY
This study is mainly focused on analysing the relationship between the credit exposure and risk
weighted assets to determine whether the increased credit exposure is the crucial factor for the
increase of risk weighted assets. In this backdrop the following objectives are'framed for this study:
1. To study credit exposure and its trend in New generation private sector banks.
2. To analyse the position of Risk weighted assets of New generation private sector-banks.
3. To find out the relationship between Credit Exposure and Risk weighted assets of NGPSBs.

4. METHODOLOGY

This research study is solely based on the secondary data. Annual credit exposure and the risk
weighted assets of seven new generation private sector banks were collected from the annual reports
published by respective banks and publications of Resérve Bank of India. The study period is 11 years
from 2008 to 2018. Descriptive statistics, Trend analysis and Correlation analysis were the statistical
tools used by the authors to analyse the data to draw meaningful inferences.

5. HYPOTHESIS OF THE STUDY

The null hypothesis Ho be = There is no significant relationship between Credit Exposure and
Risk weighted assets of New generation private sector banks.

The Alternate hypothesis H1 be.= There is a significant positive/negative relationship between
Credit exposure and Risk weighted assets of New generation private sector banks.

6. DATA ANALYSIS
6.1 Fund based and non fund based exposure of new generation private sector banks in
Domestic and Overseas environment

The average fund based and non fund based credit exposure of seven new generation private
sector banks in India viz., Axis bank, Development credit bank, HDFC bank, ICICI bank, IndusInd bank,
Kotak Mahindra bank-and Yes bank for the period 2010 to 2018 is presented in Table 6.1 and Chart 6.1.
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Charteé.1
Average Fund based and Non-fund based Credit exposure of NGPSBs
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Source: Chart prepared by the authors based on data collected from the Annual reports of respective
banks.

Interpretation

From Table 6.1 and Chart 6.1, it is clear that, fund based exposure is quite higher in all banks
and the average fund and non fund based credit exposure of ICICL Bank, HDFC Bank and Axis Bank is
greater than other four NGPSBs viz., Indusind bank, Kotak Mahindra bank, Yes bank and Development
credit bank during the study period 2010 to 2018.

Table 6.4
Fund Based and Non-Fund Based Credit Exposure in New Generation Private Sector Banks
Bank Axis DCB HDFC ICICI Indus Kotak Yes
Year |FB NFB |FB |NFB |FB NFB | FB NFB | FB NFB |FB NFB |FB NFB

2010 1560988 | 541007 | 42339 | 51765 | 1343573 | 222971 | 3355660 | 2105750 | 335810 | 87440 | 3015906 | 45217 | 230846 | 105104

2011 2147129 | 808857 | 51357 | 10268 | 1747571 | 267433 | 3786240 | 2522220 | 415320 | 167050 | 417038 | 75041 | 531925 | 185039
2012 | 2410859 | 507482 | 60456 | 10092 | 2155875 | 342789 | 4311260 | 3019830 | 540530 | 177110 | 535620 | 98833 | 657460 | 219704

ta
Ln

2013 2863865 | 868559 | 80277 | 12654 | 2725071 | 386543 | 5871080 [ 2799450 | 670310 | 299550 | 667378 | 109866 | 899756 | 269257

2014 | 3452768 | 531160 | 101542 | 20937 | 3425869 | 438334 | 6300349 | 2855526 | 796426 | 319596 | 722255 | 109723 | 965658 | 2506596

2015 | 4150390 | 1037504 | 124244 | 17458 | 4364356 | 652835 | 7020794 | 2852443 | 974887 | 4659902 | 851635 | 158822 | 1221201 | 414523

2016 | 4832151 | 582160 | 151866 | 17770 | 5464747 | 758699 | 7983539 | 2882304 | 1232022 | 557410 | 1640714 | 392384 | 1465984 | 480637

2017 5759184 | 1149837 | 179816 | 17061 [ 6570002 | 839640 | 7865010 | 2657977 | 1652886 | 692633 | 1879084 | 392055 | 1822445 | 621354

2018 | 6578931 | 1217575 | 229216 | 19376 | 7841860 | 951565 | 8811586 | 2660146 | 1993382 | 835600 | 2352981 | 435889 | 2718123 | 803674

Average | 3755140 | 938282 | 113457 | 19709 | 3950880 | 540135 | 6145058 | 2711076 | 9565841 | 400703 | 1045402 | 202081 | 1168600 | 376676

Source: Compiled:from:the Annual Reports of New Generation Private Sector Banks.
Value: Rupees in Millions
Note: FB - Fund Based Credit Exposure

NEB - Non Fund Based Credit Exposure

6.2 Bank-wise market share of credit exposure of NGPSBs
Chart 6.2 exhibits the bank wise market share of credit exposure of NGPSBs in domestic and
overseas operations.
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Chart 6.2

Bank wise share on average credit exposure in Domestic and Overseas Environment
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Source: Chart prepared by the authors based on data collected from the Annual Reports-of respective
banks.

From Chart 6.2, it is clear that the credit exposure of NGPSBs in domestic operations is higher
than their overseas exposure. Among the seven NGPSBs, ICICI Bank, Axis Bank and HDFC Bank are
leading in credit exposure both in the domestic and overseas‘environments. ICICI bank and Axis Bank
hold the larger credit exposure in domestic and overseas environment together.

6.3 Credit exposure Trend Line of Seven New Generation Private Sector Banks

Annual trend of fund and non fund based credit exposure during 2009 to 2018 in seven new
generation private sector banks viz., Axis Bank, DCB Bank, HDFC Bank, ICICI Bank, Indusind Bank,
Kotak Mahindra Bank and Yes Bank are presented in the Charts 6.3a, 6.3b, 6.3¢,6.3d, 6.3e, 6.3f and 6.3g
respectively.

Chart6.3 a
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Source: Chart prepared by the authors based on data collected from the Annual Reports of respective
banks.

Interpretation

Chart 6.3a conveys that the FB exposure trend line of Axis Bank drastically declined during the
years 2009, 2011 and 2017. In the year 2010 and 2012 there was a gradual increase in the FB exposure.
NFB exposure trend line continuously declined from the year 2009 to 2013 and thereafter there was a
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mixed trend. To be precise, Axis Bank experienced a downward trend in majority of the years in FB and
NFB exposures.

Chart6.3 b
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Source: Chart prepared by the authors based on data collected from-the Annual Reports of respective
banks.

Interpretation

From chart 6.3b, one can infer that the trend line of DCB.Bank shows initially there was a
decline in its fund based exposure during 2009 and 2010, thereafter consistently increased from the
year 2010 to 2012. During 2013 to 2018, there was no.much difference. Trend line shows NFB
exposure was on the steep downward trend during 2009 to2011, thereafter it increased like anything
and reached 0.6 scale in the year 2014, again there was dip in the year 2015, thereafter it was on the
upward trend. The DCB had a major fluctuations in its NFB curve from 2009 to 2015.

Chart 6.3 c
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Source: Chart prepared by the authors based on data collected from the Annual Reports of respective
banks.

Interpretation
From chart 6.3, it is inferred that a FB credit exposure of HDFC Bank was on the upward trend
from 2009 to 2011, thereafter the line was continuously on the decline except during 2015. The trend
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line of NFB exposure of HDFC Bank was on an upward trend from 2009 to 2010, thereafter, the line
started decline, again in the year 2014 it had increased and touched the 0.5 scale in the year 2015 and
from 2016 onwards it was on the downward trend.

Chart6.3d
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Source: Chart prepared by the authors based on data collected from the Annual Reports of respective
banks.

Interpretation

From chart 6.3d, it is clear that the FB exposure trend line of the ICICI Bank shows the upward
trend from 2010 to 2013, thereafter the line drastically came down during 2014 and slowly it started to
move on the upward trend till 2018 (except during 2016). NFB exposure trend line of the ICICI Bank
sharply declined from 2009 to 2013 except during 2010 and 2011, thereafter it gradually increased.

Chart6.3 e
INDUSIND Bank
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Source: Chart prepared by the authors based on data collected from the Annual Reports of respective
banks.
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Interpretation

Chart 6.3e reveals that IndusIind Bank’s FB exposure trend line had an upward movement from
2009 to 2011, thereafter continuously it was on the downward movement in one year and upward
movement in the next year. The NFB exposure trend line of the Bank gradually increased from 2009 to
2017.

Chart6.3 f
KOTAK Mahindra Bank
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Source: Chart prepared by the authors based on data collected from the Annual Reports of respective
banks.

Interpretation

Chart 6.3f reveals that the Kotak Mahindra Bank had'a downward movement in both FB credit
and NFB credit exposure from 2011 to.2014, thereafter there was an upward movement till 2016.
During the year 2014 to 2016 and 2017 both the exposures were on the increasing trend.

Chart6.3 g
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Source: Chart prepared by the authors based on data collected from the Annual Reports of respective
banks.

Interpretation

From chart 6.3g it is clear that both FB and NFB credit exposure trend lines were moving in the
upward directions during 2009 and 2010, and the trend was reversed during 2011and 2012 and
thereafter both the lines exhibit a fluctuating trend.
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7. Risk Weighted Assets in New Generation Private Sector Banks
Risk Weighted Assets (RWAs) are classified into three categories viz., below 100% RWAs, 100%
RWAs and above 100% RWA:s.

Below 100% RWAs category
Table 7.1 exhibits the average percentage of RWAs in below 100% category of NGPSBs during
the period under study

Table 7.1
RWAs in below 100% category of NGPSBs
RWAs / Bank Name Axis DCB | HDFC | ICICI | INDUS | KOTAK - | YES

Percentage of RWAs in below
100% category (out of total
RWAs) 61 57 41 40 69 46 56
Source: Compiled by the authors from the Annual Reports of respective banks

During the study period from 2008 to 2018, below 100% RWAs are higher in Indusind bank,
Axis Bank, DCB Bank and Yes Bank compared to other two categories of RWAs. These banks maintain
more than fifty percent of RWAs in this category. It means out of the total RWAs, most of their RWAs are
in below 100% RWAs category which is less riskier for banks.

100% RWAs category
Table 7.2 exhibits the average percentage of RWAs in 100% category of NGPSBs during the
period under study

Table 7.2
RWAs in 100% category of NGPSBs
RWAs / Bank Name Axis DCB HDFC | ICICI | INDUS | KOTAK | YES

Percentage of RWAs in
100% category (out of total
RWAs) 28 37 30 50 23 34 37
Source: Compiled by the authors from the Annual Reports of respective banks

During the study period from 2008 to 2018, 100% RWAs are high in ICICI bank as compared to
other two categories of RWAs. This is the only bank which maintains 50 % of their RWAs in the 100 %
RWA s category. It means its RWAs in this category are equal to the credit portion.

Above 100% RWAs category
Table 7.3 exhibits the average percentage of RWAs in above 100% category of NGPSBs during
the period under study

Table 7.3
RWAs in above 100% category of NGPSBs
RWAs / Bank Name Axis DCB HDFC | ICICI | INDUS | KOTAK | YES
Percentage of RWAs in
100% category 11 5 29 10 8 20 8

Source: Compiled by the authors from the Annual Reports of respective banks

During the study period from 2008 to 2018, above 100% RWAs are very low in DCB bank and it
is followed by IndusInd Bank, Yes Bank and ICICI Bank. Out of the total RWAs, only 10% are in above
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100% RWAs category and remaining 90% are in either 100% RWAs or below 100% category.
Generally, higher share in this category is not good for a bank. Because they are taking the risk above
100% of their assets. The share of HDFC Bank and Kotak Mahindra Bank in this category is high as
compared to other banks.

The RWAs of NGPSBs is exhibited in Chart 7.1 which is self-explanatory.

Chart7.1
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Source: Chart prepared by the authors based on the data collected from the annual reports from 2008
to 2018

8. CORRELATION ANALYSIS
The Correlation between Credit' Exposure and Risk Weighted Assets of New Generation Private
Sector Banks is shown in Table 8.1

Table 8.1
Correlation between Credit exposure and RWAs of NGPSBs
Above 100%
NGPSBs Below 100% RWA |  100% RWA

RWA

AXIS 997* 883* 992**
DCB 998* 971** 930*
HDFC 964° 842% 941%
ICICI 999* 937** 975
INDUSIND 999* 981** 991%
KMB 998* 996* 992*
YES 994% 992* 962*

Source: MS Excel Data analysis output, created by the authors
** represents the 1% level of Significance (2 tailed)

Interpretation

The Pearson correlation coefficient value in the correlation table infers that, the linear positive

relationship exists between the credit exposure and risk weighted assets in the NGPSBs. Hence, The null
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hypothesis that there is no significant relationship between Credit Exposure and Risk weighted assets
of New generation private sector banks is rejected.

Axis Bank

From the results of correlation analysis, the volume of credit exposure is positively correlated
with the risk weighted assets in Axis bank. Pearson correlation value of 0.997 in the below 100% risk
weighted assets indicates the strong positive relationship and whenever the level of credit exposure
increases the assets under below 100% risk increases significantly. Similarly, the Pearson correlation
coefficient value of 0.883 and 0.992 in the 100% RWAs and above 100% RWAs indicates the strong
linear relationship between the credit exposure and RWAs.

In Axis bank, the correlation result reveals that, the level of credit exposure is-highly correlated
with below 100% RWA and the relationship is a little lower in the 100% RWA category. The
relationship is ranked based on the correlation value as evidenced from Table 8.2

Table 8.2
Correlation Results of RWAs of Axis Bank
RWA category Rank | Correlation (%) Relationship status
Below 100% RWA 1 99.7 Strong Positive Relationship
100% RWA 3 88.3 Positive relationship
Above 100% RWA 2 99.2 High positive Relationship

Source: Compiled by the authors

DCB Bank

From the results of correlation analysis through Table 8.3, the volume of credit exposure is
positively correlated with the risk weighted assets in DCB bank. Pearson correlation value of 0.998 in
the below 100% risk weighted assets indicates the strong positive relationship and whenever the level
of credit exposure increases, the assets under below 100% risk increases significantly. Similarly, the
Pearson correlation coefficient value of 0.971 and 0.930 in the 100% RWA and above 100% RWA
indicates the strong linear relationship between the credit exposure and RWA.

In DCB bank, the correlation result reveals that, the level of credit exposure is highly correlated
with below 100% RWA and 100% RWA, the relationship is very little lower in the above 100% RWA
category.

Table 8.3
Correlation Results of RWAs of DCB Bank
RWA category Rank | Correlation (%) Relationship status
Below 100% RWA 1 99.8 High Positive Relationship
100% RWA 2 97.1 Strong Positive relationship
Above 100% RWA 3 93.0 Positive Relationship

Source: Compiled by the authors

HDFC Bank

From the results of correlation analysis through Table 8.4, the volume of credit exposure is
positively correlated with the risk weighted assets in HDFC bank. Pearson correlation value of 0.964 in
the below 100% risk weighted assets indicates the positive relationship and whenever the level of
credit exposure increases the assets under below 100% risk increases significantly. Similarly, the
Pearson correlation coefficient value of 0.842 and 0.941 in the 100% RWA and above 100% RWA
indicates the good linear relationship between the credit exposure and RWA.
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In HDFC bank, the correlation results show that the level of credit exposure is highly correlated
with below 100% RWA and the relationship is a little lower in the above 100% RWA category. The
relationship is ranked based on the correlation value is given in Table 8.4

Table 8.4
Correlation Results of RWAs of HDFC Bank
RWA category Rank | Correlation (%) Relationship status
Below 100% RWA 1 96.4 Strong Positive Relationship
100% RWA 3 84.2 Positive relationship
Above 100% RWA 2 94.1 Strong Positive Relationship

Source: Compiled by the authors

ICICI Bank

From the results of correlation analysis through Table 8.5, the wvolume of credit exposure is
positively correlated with the risk weighted assets in ICICI bank. Pearson correlation value of 0.999 in
the below 100% risk weighted assets indicates the very strong positive relationship-and whenever the
level of credit exposure increases the assets under below 100% risk increases significantly. Similarly,
the Pearson correlation coefficient value of 0.937 and 0.975 in the 100% RWA and above 100% RWA
indicates the good linear relationship between the credit exposure and RWA,

In ICICI bank, the correlation results indicate that the level of credit exposure is highly
correlated with below 100% RWA, 100 % RWAs and 'the relationship is positive in the above 100%
RWA category. The relationship is ranked based on the correlation value is given in Table 8.5

Table 8.5
Correlation Results of RWAs of ICICI Bank
RWA category Rank | Correlation (%) Relationship status
Below 100% RWA 1 99.9 High Positive Relationship
100% RWA 3 93.7 Strong Positive relationship
Above 100% RWA 2 97.5 High Positive Relationship

Source: Compiled by the authors

Indusind Bank

From the results of correlation analysis, the volume of credit exposure is positively correlated
with the risk weighted assets in Indusind bank. Pearson correlation value of 0.999 in the below 100%
risk weighted assets indicates the very strong positive relationship and whenever the level of credit
exposure increases the assets under below 100% risk increases significantly. Similarly, the Pearson
correlation coefficient value of 0.981 and 0.991 in the 100% RWA and above 100% RWA indicates the
strong relationship between the credit exposure and RWA.

In Indusind bank, the correlation result reveals that, the level of credit exposure is highly
correlated with below 100% RWA, 100 % RWAs and the relationship is positive in the above 100%
RWA category: The relationship is ranked based on the correlation value is given in the Table 8.6.
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Table 8.6

Correlation Results of RWAs of Indusind Bank

RWA category Rank | Correlation (%) Relationship status

Below 100% RWA 1 99.9 High Positive Relationship
100% RWA 3 98.1 High Positive relationship
Above 100% RWA 2 99.1 High Positive Relationship

Source: Compiled by the authors

Kotak Mahindra Bank

From the results of correlation analysis, the volume of credit exposure is positively correlated
with the risk weighted assets in the Kotak Mahindra bank. Pearson correlation value of 0.998 in the
below 100% risk weighted assets indicates the very strong positive relationship and whenever the level
of credit exposure increases the assets under below 100% RWA increases significantly. Similarly, the
Pearson correlation coefficient value of 0.996 and 0.992 in the 100%_RWA and above 100% RWA
indicates the strong relationship between the credit exposure and RWA:

In the Kotak Mahindra bank, the correlation result reveals that the level of credit exposure is
highly correlated with all the categories of RWAs. The relationship is ranked based on the correlation
value is given in Table 8.7.

Table 8.7
Correlation Results of RWAs of Kotak Mahindra Bank

RWA category Rank | Correlation (%) Relationship status

Below 100% RWA 1 99.8 High Positive Relationship
100% RWA 2 99.6 High Positive relationship
Above 100% RWA 3 99.2 High Positive Relationship

Source: Compiled by the authors

Yes Bank

From the results of correlation analysis, the volume of credit exposure is positively correlated
with the risk weighted assets in Yes bank. Pearson correlation value of 0.994 in the below 100% risk
weighted assets indicates the very strong positive relationship and whenever the level of credit
exposure increases the assets under below 100% risk increases significantly. Similarly, the Pearson
correlation coefficient value of 0.992 and 0.962 in the 100% RWA and above 100% RWA indicates the
good linear relationship between the credit exposure and RWA.

In Yes bank, the correlation result reveals that the level of credit exposure is highly correlated
with below 100% RWA, 100 % RWAs and the relationship is positive in the above 100% RWA
categories. The relationship is ranked based on the correlation value is given in Table 8.8.

Table 8.8
Correlation Results of RWAs of Yes Bank

RWA category Rank | Correlation (%) Relationship status

Below 100% RWA 1 99.4 High Positive Relationship
100% RWA 2 99.2 High Positive relationship
Above 100% RWA 3 96.2 Strong Positive Relationship

Source: Compiled by the authors
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9. CONCLUSION :

Credit Risk Exposure is the very crucial factor for increasing RWAs of the bank. These two

components are the deciding factors for profit and sustainability of the bank. Most of the NGPSBs RWAs
are within the 100% or below 100% RWAs category only and by this way NGPSBs are managing their
credit risk. During the study period, it is clear that whenever the credit risk exposures increase, the risk
weighted assets are also getting increased in all NGPSBs. There is a positive correlation between credit
exposure and RWAs. So the credit exposure is a crucial factor for the increase in RWAs.
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