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ABSTRACT

Banking Sector plays an important role in econodegelopment of a country. The banking system ofal sl
featured by a large network of bank branches, sgraiany kinds of financial services of the peoplee State Bank of
India, popularly known as SBI is one of the leadiramk of public sector in India. SBI has 14 Localad Offices and 57
Zonal Offices located at important cities throughthe country. ICICI Bank is second largest andlieg bank of private
sector in India. The Bank has 2,533 branches aBB06ATMSs in India. The purpose of the study is t@mine the
financial performance of SBI and ICICI Bank, pulbdiector and private sector respectively. The rebseiardescriptive and
analytical in nature. The data used for the study wntirely secondary in nature. The present sisidyonducted to
compare the financial performance of SBI and ICBahk on the basis of ratios such as credit deposttprofit margin
etc. The period of study taken is from the year®00 to 2013-14. The study found that SBI is periog well and
financially sound than ICICI Bank but in contextaéposits and expenditure ICICI bank has betteragiag efficiency
than SBI.
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INTRODUCTION

The bulk of the banking business in the countrypithe public sector comprising the State Banknofid and its
seven associate banks and twenty nationalized cocrahbanks. Till 1991, the Indian banking was @tierg in a highly
regulated and protected regime. But with the aeoe of Narsimham Committee recommendations, catigmehas
been injected into the banking industry in two ferrkirst, with the amendment of the banking Comgamict, public
sector banks are now allowed to access the capé#gfet to raise funds, leading to a dilution in terent provisions of
the Banking Regulation Act, barriers to entry heen relaxed. New private sector banks and foreagrks have been

granted licenses with a resultant.
STATEMENT OF THE PROBLEM

Even through the private sector banks are lackingranch network and market coverage, they haveettive
strengths in automation and technology, producbvation, risk management, speedy decision makiegsgnalized
service, progressive Human Resource Managemermigmoknd expertise in niche segments and so oty. dreeproviding
better services to customers. They are under efiechanagement and control. The other good pobowstds private

sector banks are low cost of operation, higheritaoifity ratio, low accumulation of un-remuneraiand low yielding
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assets, smaller in size leading to effective supienv etc.
SCOPE OF THE STUDY

The present study is undertaken to highlight themgarative on financial performance of State Bankidfa and
ICICI bank. The study is mainly approached from plaént of view of ICICI and State Bank of India.dbesn’t consider

others’ view.

ICICI Bank, being the best bank in India has beslacted for the study. It rises to the level Bflargest bank in
India in term of net assets after the merger o€IGhith ICICI Bank. It has a wide range of produatsd services. It has
great prospects in retail finance. It has pionearesulti-channel distribution strategy in Indiayigg 24 hours and 7 days
a week access to banking services. The major ieriter analysis are priority sector and public secforeign exchange,

cost and expenditure, profitability and so on.

RESEARCH DESIGN
Methodology and Data Collections

This study is mostly based on secondary data. Bfe \d@ere collected from the annual report of b@tCl and
State Bank of India. In addition to the recordstlud bank, data were also collected from bankindebn| websites,

newspapers, magazines and the like.
Period of the Study
The study will cover a period of five financial yedrom 2009 — 2010 to 2013- 2014.
Statistical Tools Used
Data will be collected from diverse source thatghubugh a rigorous analysis using the followingl$o
» Trend Analysis
* Ratio Analysis
* Chi-square Test
+ Correlation
LIMITATIONS OF THE STUDY

The study will cover a period of only Five yearsrfr 2009 — 2010 to 2013 — 2014 and the period frizm i
inception has not been considered. The researetsemiade collective analysis of financial statemehwll ICICI banks

and not any individual bank due to unavailabilififinancial statements.
FINDINGS OF THE STUDY

The findings emanating from the financial analysfisState Bank of India and ICICI bank have beerwised

under the four heads:
»  Profitability

» Liquidity
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e Capital structure and
» Coverage
Profitability

Profitability is a measure of operational efficigraf the firm and indicated its ability to ensudeguate return to

its investors. Profitability of the ICICI and Staank of India has been analysed using such paeasniéte
* Return on investments
* Return on net worth
* Return on assets
Of the above three ratios have witnessed a mixaditof ups and downs. This can be attributed tofastors:
* Robust growth in total assets resulting from apsthee to the assets.
e Steep increase in operating expenses incurredodie taggressive retail and technology initiatives.

Return on investment and return on equity, whighai@ed at the peak in 2012-2013. Both State Barlkdif
and ICICI banks are quest to achieve leadershifiipogirove it to spend aggressively thus slowimgvd the growth in
profitability but at the same time increasing makifthe capital employed in the business. This d@sributed to the
mixed trend. The huge difference between returingestment and return on equity implies the presesfcoutsiders’
funds to a large extent.

To consolidate, it can be said that the bank’s eggive business strategies have resulted in rdlusihess
growth and slow rise in profitability. The largeoportion of funds had been contributed by outsidéhese factors have
led to

» Fall in profitability ratios, which however recoeet during the last year and

»  Growth of earnings attributable to equity sharebodd

e To conclude it can be said that bank is in a saf@ary as for as its’ profitability is concerned.
Liquidity

Liquidity indicates the ability of a firm to medsicurrent / short term obligation and hence, pgsearequisite for

the very survival of the firm. The ratio used h&reneasure the liquidity of State Bank of India #8tCI bank is:

* Current Ratio

» Cash Ratio

* Net Working Capital Ratio and

e Current Liabilities to Tangible Net worth Ratio

Amongst liquidity ratios excepting the current ligles to tangible net worth ratio, other ratioavie ups and

downs during the year 2009 — 2013. The banks agigeedrive towards leadership position in termbath volumes and
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innovations and technologies had led to this.

The growth in business volume had led to a ragie i current liabilities, thus bringing down thguidity ratios.
But, what is significant there is, the bank’s lidjty ratios have remained above the norm throughhbat period.

This indicates the bank’s strong liquidity position

Current liabilities to tangible assets net wortlcasicerned the bank had witnessed a volatile tréfftenever the
rate in growth of net worth has outwitted the riatgrowth of current liabilities the ratio has deased. On the other hand,
the ratio has increased in the reverse case. Qteeaturrent liabilities have remained on a higsiee. If one looks at the
trend analysis it is evident that rate of growthcimrent assets is relatively faster than that egsed in fixed assets.
The same can't be said of the current liabilitiEsis substantiates the bank’s satisfactory liquigibsition. The current

liabilities have also moved up in a swift pace.
Capital Structure

The long term solvency of a firm can be examinedising capital structure ratios. Debt-equity ragiquity ratio,
proprietary ratio, debt asset ratio, fixed ratamd term debt to long term fund ration and longnteiebt to net worth ratio

are the various capital structure ratios, trendysisahas also been used to examine the bank’satafiucture.

The capital structure ratios of the bank indicag prominence of debt in its capital structure. tOets occupied
the major portion of capital employed in all paréens-debt equity, capital employed equity, longrtéund to net worth.

This is only logical since the firm is a bankinggoany.

If the capital structure is examined from anotheinpof view the proportion of debt and sharehadeiquity in
financing asset5s, it is again established that detupied a prominent position. Debt has been tsdéitance over 90%

of assets. To considering the nature of the busjrthe prominence of debt is no cause for worry.

Coverage

Coverage Ratio measured a firm’s ability to cover interest payments on its debt funds. The bainkésest
coverage witnessed downward trend until the yefterAhat, it will be increased but at the diminighrate. Overall the

bank has a healthy interest coverage ratio throufgihe study period.

The performance has been evaluated in terms of tgroportfolio management, income, profitability and

recovery.
Growth

The number of branches has increased from 1700@9 2 2010 to 3753 in the year 2013 — 2014. Also th
deposit with the bank has risen from Rs.16.43dillin 2000-2000 to Rs.99.82 billion in the year 2@005 for ICICI
bank. In State Bank of India, the branches haveeased from 12,496 in 2009 — 2010 to 15,869 inyda 2013 — 2014.
Also the deposit if the of the bank is also inceghfom Rs.8041.16 billion in 2009 — 2010to Rs.1809 billion in the
year 2013 — 2014. In ICICI Bank deposit amount ateveased from the year 2009-2010 would be Rs.2G26illion to
Rs.3319.14.
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Portfolio Management

The investments in terms of advances are raisdRst6319.14 billion in the year 2009 — 2010 to R8IRB229
billion in 2013 — 2014 for State Bank of India. IGICI Bank, the advances are raised from Rs.1812illi®n in
2009 — 2010 to Rs.3387.03 billion in 2013 — 201He Pproject quantum of loans and advances for the 3@18 — 2019 is
Rs.19136.29 for State Bank of India and Rs.528Bilian for ICICI Bank.

The liquid cash held by the State Bank of Indiaimur2009 — 2010 was Rs.961.84 billion, it increased
Rs.1325.50 billion in 2013 — 2014. But in ICICI Bait is reduced from Rs.275.14 billion to Rs.218Hilfion in the year
2013 — 2014. The total assets of the State Bankdid was increased from Rs.10534.14 billion in 2602010 to
Rs.17922.35 billion in 2013 — 2014. In ICICI, ittieased to Rs.3634.00 billion in 2009 — 2010 td&465.42 billion in
2013 — 2014.

Management of Income and Profitability

The interest expenses of the State Bank of Indi@ Ws.473.22 billion in 2009 — 2010 to Rs.870.6kdwi in the
year 2013 — 2014. In ICICI bank, it increased fidm 175.93 billion in 2009 — 2010 to Rs.277.03dwillin 2013 — 2014.

The operating expenses of the State Bank of In@igeRs.203.19 billion in 2009 — 2010 to Rs.357.@&®b in
the year 2013 — 2014. In ICICI, it increased from B8.60 billion in 2009 — 2010 to Rs.103.09 billio 2013 — 20140.

The interest income of the State Bank of India wes£709.94 billion in 2009 — 2010 to Rs.1363.51idsil in
2013 — 2014. In ICICI Bank, it increased from R87 D7 billion in 2009 — 2010 to Rs.441.78 billiond013 — 2014.

The operating income of the State Bank of IndiaenRs.149.68 billion in 2009 — 2010 to Rs.185.58dwilin the
year 2013 — 2014. In ICICI bank, it increased friem 74.78 billion in 2009 — 2010 to Rs.104.28 biillin 2013 — 2014.

The net profit of the State Bank of India was Rk.68 billion in 2009 — 2010 to Rs.108.91 in 2012644. In
ICICI, it increased from Rs.40.25 billion in 2002610 to Rs.98.10 billion in 2013 — 2014.

Recovery

The non-performing assets of the State Bank ofalmgére increased Rs.51.48 billion in 2009 — 201R4d 42.24
billion in 2013 — 2014. In ICICI Bank, it was inaged from Rs.96.27 billion in 2009 — 2010 to Rs.38%illion in
2013 - 2014.

The researcher has also used statistical analysigdrpret the performances of State Bank of Iratid ICICI
Bank. The ratios have been computed on the basiapifal adequacy, deployment of resources of ssgaality, earning

quality liquidity and efficiency.
Capital Adequacy

The proportion of debt to owner's stake in the mess of State Bank of India were Rs.9071.28 biliro2009 -
2010 to Rs.15775.49 billion in 2013 - 2014. In ICIBank, it increased from Rs.2962.81 billion in 200 2010 to
Rs.4866.73 billion in 2013 — 2014.

Then the composition of advances in the total assess increased from Rs.6319.14 billion in 200D1@to
Rs.12098.29 billion in 2013 - 2014 for State Bamknalia. In ICICI Bank, it increased Rs.1812.06libit in 2009 - 2010
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to Rs.3387.03 billion in 2013 - 2014.
Development of Resources

The investments to total assets are increased.B6R94 billion in 2009 - 2010 to Rs.1325.50 bitlimn 2013 -
2014. In ICICI Bank, the investments are incrednd®s.388.73 billion in 2009 - 2010 to Rs.415.3lidm in 2013 - 2014.

The fixed assets to total assets was Rs.44.18biifi 2009 — 2010 to Rs.80.02 billion in 2013 — £2064r State
Bank of India. In ICICI bank, it is increased frd®s.32.13 billion in 2009 — 2010 to Rs.46.78 billiarR013 — 2014.

Efficiency
The productivity of the employee is follows:

The deposit per employee has increased from Rs.864lllion in 2009 — 2010 to Rs.13944.09 billion2013 —
2014 for State Bank of India. In ICICI Bank, it wasreased in Rs.2020.17 billion in 2009 — 201&$03319.14 billion in
2013 - 2014.

The business per employee has increased from RE13Bbillion in 2009 — 2010 to Rs.26042.38 billior2013
— 2014 for State Bank of India. In ICICI Bank, iagvincreased in Rs.3832.23 billion in 2009 — 2@1R4$.6706.17 billion
in 2013 - 2014.

The net profit per employee has increased from R8® billion in 2009 — 2010 to Rs.108.91 billion in
2013 — 2014 for State Bank of India. In ICICI Baitkyas increased Rs.40.25 billion in 2009 — 201 ®$.98.10 billion in
2013 - 2014.

The State Bank of India's branch productivity byame of deposits per branch in the year 2009 — 2049
Rs.8041.16 billion and was increased to Rs.13944ili6n in 2013 — 2014. In ICICI Bank, it was ireased Rs.2020.17
billion in 2009 — 2010 to Rs.3319.14 billion in 204 2014.

The State Bank of India's branch productivity byame of business per branch in the year 2009 - 2049
Rs.14360.30 billion and was increased to Rs.26@48il8on in 2013 — 2014. In ICICI Bank, it was igased Rs.3832.23
billion in 2009 — 2010 to Rs.6706.17 billion in 204 2014.

The State Bank of India's branch productivity byame of net profits per branch in the year 2009 $02@as
Rs.91.66 billion and was increased to Rs.108.9ibbiln 2013 — 2014. In ICICI Bank, it was increddes.40.25 billion in
2009 — 2010 to Rs.98.10 hillion in 2013 — 2014.

Earnings Quality

The spread ratio of State Bank of India in the y2@®9 - 2010 was Rs.709.94 billion and it increased
Rs.1363.51 billion in 2013 — 2014. In ICICI Bank,was Rs.257.07 billion in 2009 — 2010 to Rs.441bil8on in
2013 - 2014.

The return on equity of State Bank of India hagéased from Rs.91.66 billion in 2009 — 2010 to B3.21
billion in 2013 — 2014. In ICICI Bank, it was inaged Rs.40.25 billion in 2009 — 2010 to Rs.98.1biin 2013 - 2014.

After analyzing the financial statements and thwlifigs of the State Bank of India and ICICI in dailed

manner, the researcher has come out with followirggestion for further improvement of the bank.
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e Appropriates measure may be made to recover oves. du
e The surplus funds can be properly channelized.
» Since interest expenses are high, the banks acectyating on services.
* Employees are to be motivated for the better custa@arvices.
*  The banks should not have idle funds in its hand.
CONCLUSIONS

At present competition prevails in every industBanks are in no way exception to this. The perforceaof
ICICI and State Bank of India is found to be godtie bank can grew further by implementing the abswggestions.
Could they follow?
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