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One of the major problems of commercial banks in Pakistan are facing is that the level of Non-Performing Loans continues to increase.
Basically, there are two reasons as to why people do not return the loan and resultantly they become non-performing. These includes capacity to pay and intention to pay. Ideally, every loan proposal should be tangibly backed by both to ensure recovery of loans and minimize the ratio of the level of non-performing loans (NPLs) to total advances.
However, despite best efforts of respective banks and regulatory bodies including State Bank of Pakistan, the amount of NPLs continues to grow in Pakistan.
A effort has been made to quantify these figures and are included in the following charts:
Chart No: 1

Comparison of Gross and Net NPL
	Particulars
	September 2009
	

	Gross – NPL
	422
	100

	Less :
Provisions
	294
	70

	Net NPL
	128
	30

	Total Advances:
	3,400
	

	NPLs Ratio of Advance ( % )
	12.41
	

	
	
	


Chart No: 02

Time Series of NPLs (Non-Performing Loans)
	Particulars
	Rs. B
	Less
	Net

	
	Gross NPLs
	Provisions
	NPLs

	December 2008
	345
	234
	111

	March 2009
	380
	263
	117

	June 2009
	399
	279
	120

	September 2009
	422
	294
	128

	
	1,546
	1,070
	476

	Average
	387
	268
	119

	
	
	
	


Chart No. 03

	Advances
	Amount
	Ration of NPLs to Advances

	
	(Billion)
	(%)

	December 2008
	3,436
	10.04

	March 2009
	3,286
	11.56

	June 2009
	3,457
	11.54

	September 2009
	3,400
	12.41

	Average 
	3,395
	11.39


Source:
All the above three Charts have been extracted from Morning Call, released by Arif Habib Limited, Karachi – December 21, 2009. This is based on Data collected by them from State Bank of Pakistan.
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