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Abstract:

Commercial Banks plays important role in the economic development of nations. Its
economic condition is key barometer of the health of the economy. The Commercial Banks
are classified in Public Sector Bank and Private Sector Banks in India. Government of India
has taken measures to improve the health of public sector banks by employing various
strategies such as merger, acquisition, corporate restructuring, implementing strict policy
measures etc. The private banking sector in India has been performing comparatively good
than the public sector banks. The present study attempted to compare the financial
performance of Top Five Private Sector Banks on the basis of market capitalization. The
study used Net Profit Margin, Return on Total Assets and Return on Net Worth Ratio to
compare the performance of the banks using the financial results of year 2011-12 to 2020-21.
Keywords: Financial Performance, Commercial Banks, Net Profit Margin, Return on Total
Assets

Introduction

Any modern economy's lifeline is the banking industry. It is one of the most essential
financial pillars of the financial sector, and it is critical to the economy's functioning. It is
critical for a country's economic development that its trade, industrial, and agriculture
financing requirements are fulfilled with greater commitment and responsibility. As a result,
a country's progress is inextricably related to the development of banking. In today's
economy, banks should be viewed as development leaders rather than money merchants.
They play a crucial role in deposit mobilisation and credit disbursement to many sectors of
the economy. The financial system reflects the country's economic health.The strength of an

economy depends on the strength and efficiency of the financial system, which in turn
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depends on a sound and solvent banking system. A sound banking system efficiently

mobilized savings in productive sectors and a solvent banking system ensures that the bank is
capable of meeting its obligation to the depositors.The present study attempted to compare
the financial performance of Top Five Private Sector Banks on the basis of market
capitalization.

Objectives of the study

The study is aimed to analyse and compare the financial performance of selected
private sector banks.
Literature Review

Bhattacharya et al. (1997) have studied the impact of privatizationon the performance
of banks. The results of the studies were, however, contradictory.While Bhattacharya found
that performance of the public sector banks was sound ascompared to the private sector
banks.

Das (2002) developed a model to rank nationalized banks during 1999-2000 and 2000-2001.
He covered 17 nationalized banks, excluding the Indian Bank and the UCO Bank.Corporation
Bank emerged as the top-most bank, followed by Andhra Bank and OrientalBank of
Commerce (OBC). While, in business performance, Punjab National Bank(PNB) was the top
ranker, in efficiency and labour productivity, Corporation Bank.

Materials and Methods:

The study has used descriptive research design. The population of the study is all the
private sector commercial banks operating in India. The study used top five private sector
banks operating in the Indian banking sector using market capitalization. The selected banks
are as under;

Table 1: Market Capitalization of Private Sector Bank as on 31* March 2018

Sr. No. Name of Bank Market Cap Rank
(Rs. In crore)

1 HDFC Bank 825658.59 1

2 ICICI Bank 501062.18 2
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3 Kotak Mahindra 389303.83 3
4 Axis Bank 202987.13 4
5 Indusind Bank 69789.82 5

Source: www.wikipedia.com

The study used Net Profit Margin, Return on Total Assets and Return on Capital Employed

as measures of financial performance. The study has used ANOVA distribution for testing the

hypothesis.

Results and Discussion:
1. Net Profit Margin of Selected Banks

Net Profit margin indicates the profitability of banks in comparison to revenue generated

through the interest income during the financial year. The below table shows the net profit
margin for the year 2011-12 to 2020-21.
Table 2: Net Profit Margin of Selected Banks (%)

HDFC ICICI Kotak AXis
vear Bank Bank Mahindra Bank Indusind Bank
2011-12 3.64 2.27 3.83 2.81 2.96
2012-13 3.95 2.58 3.83 2.84 3.05
2013-14 3.76 2.77 4.25 3.12 3.32
2014-15 3.79 2.95 3.98 3.08 3.13
2015-16 3.89 2.94 3.59 3.77 3.22
2016-17 3.71 2.82 3.79 3.01 3.39
2017-18 3.63 2.62 3.60 2.69 3.38
2018-19 3.88 2.80 0.72 2.71 3.18
2019-20 3.67 3.03 3.75 2.75 3.93
2020-21 3.71 3.17 4.00 2.94 3.73
Mean 3.76 2.79 3.53 2.97 3.33
SD 0.11 0.26 1.01 0.32 0.30
cov 2.94 9.21 28.49 10.75 9.01
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Source: Calculated

It can be observed from the above table that the mean Net Profit Margin of HDFC Bank is
3.76 percent, ICICI Bank is 2.79 percent, Kotak Mahindra Bank is 3.53 percent, Axis Bank is
2.97 percent and Indusind Bank is 3.33 percent. The data reveals that the HDFC Bank has
highest mean Net Profit Margin of 3.76 percent during the last ten financial years with the
variability of 0.11 and coefficient of variation of 2.94 percent.

Hypothesis Test

Hio = There is no significant difference in the Net Profit Margin of the selected banks

Hi1 = There is no significant difference in the Net Profit Margin of the selected banks

Table 3: Descriptive Statistics Net Profit Margin of the selected banks

Groups N Sum Average Variance
HDFC Bank 10 37.63 3.763 0.012512
ICICI Bank 10 27.95 2.795 0.066072
Kotak Mahindra Bank 10 35.34 3.534 1.015804
Axis Bank 10 29.72 2.972 0.101551
Indusind Bank 10 33.29 3.329 0.090677
Source: Calculated

Table 4:
Results of ANOVA test for Net Profit Margin

Source of Variation SS df MS F P-value F crit
Between Groups 6.302852 4 | 1575713 | 6.123475 | 0.000506 | 2.578739
Within Groups 11.57955 45 | 0.257323
Total 17.882402 49

Source: Calculated

It can be observed from the results of ANOVA test that the p value of test is 0.000506 which
is less than the 5 percent level of significant. Hence the results of the test rejects the null
hypothesis and conclude that there significant difference in the mean Net Profit Margin of the

selected banks.
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2. Return on Total Assets
Return on Total Assets Ratio indicates the total profit earned by the banks against the
total assets employed in the bank. The higher return on total assets indicates good earning
capacity of the banks while lower ratio indicates inefficiency of banks. The Return on Total
Assets Ratio of selected banks is given in the below table.
Table 5:

Return on Total Assets of Selected Banks

Vear HDFC ICICI Kotak AXis

Bank Bank Mahindra Bank Indusind Bank
2011-12 1.53 1.36 1.65 1.49 1.39
2012-13 1.68 1.55 1.63 1.52 145
2013-14 1.72 1.65 1.72 1.62 1.62
2014-15 1.73 1.73 1.76 1.59 1.64
2015-16 1.73 135 1.09 1.57 1.63
2016-17 1.63 127 1.59 0.61 161
2017-18 1.59 0.77 1.54 0.04 1.63
2018-19 1.69 0.35 1.56 0.58 1.19
2019-20 1.72 0.72 1.65 0.18 1.44
2020-21 1.78 1.32 1.82 0.66 0.78
Mean 1.68 1.21 1.60 0.99 1.44
SD 0.08 0.45 0.20 0.63 0.27
Ccov 4.58 37.15 12.50 64.13 19.01

Source: Calculated

It can be observed from the above table that the mean Return on Total Assets of HDFC Bank
is 1.68 percent, ICICI Bank is 1.21 percent, Kotak Mahindra Bank is 1.60 percent, Axis Bank
is 0.99 percent and Indusind Bank is 1.44 percent. The data reveals that the HDFC Bank has
highest mean Return on Total Assets of 1.68 percent during the last ten financial years with

the variability of 0.08 and coefficient of variation of 4.58 percent.




Saarth

E-Journal of Research

ISSN NO: 2395-339X
Hypothesis Test

Hao = There is no significant difference in the Return on Total Assets of the selected banks

H,1 = There is no significant difference in the Return on Total Assets of the selected banks

Table 6
Descriptive Statistics Return on Total Assets of the selected banks
Groups N Sum Average Variance

HDFC Bank 10 16.8 1.68 0.005711
ICICI Bank 10 12.07 1.207 0.201179
Kotak Mahindra Bank 10 16.01 1.601 0.039966
Axis Bank 10 9.86 0.986 0.400449
Indusind Bank 10 14.38 1.438 0.074907
Source: Calculated

Table 7

Results of ANOVA test for Return on Total Assets

Source of Variation SS df MS F P-value F crit
Between Groups 3.273412 4| 0.818353 | 5.665608 | 0.000883 | 2.578739
Within Groups 6.4999 45| 0.144442
Total 9.773312 49

Source: Calculated

It can be observed from the results of ANOVA test that the p value of test is 0.000883 which
is less than the 5 percent level of significant. Hence the results of the test rejects the null
hypothesis and conclude that there significant difference in the mean Return on Total Assets
of the selected banks.

3. Return on Net Worth

Return on Net Worth shows the net profit earned by the banks after paying all the operating
expenses and debt interest against its total share holders fund. The Return on Net Worth of
the selected banks is given in the below table.

Table 8: Return on Net Worth of Selected Banks

6
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Vear ICICI Kotak
HDFC Bank | Bank Mahindra Axis Bank Indusind Bank

2011-12 17.27 10.70 13.60 18.60 16.93
2012-13 18.57 12.48 14.38 15.64 13.91
2013-14 19.50 13.40 12.23 16.27 15.57
2014-15 16.47 13.89 13.19 16.47 16.85
2015-16 19.62 10.84 8.72 15.47 12.92
2016-17 16.26 9.81 12.35 6.60 13.89
2017-18 16.45 6.44 10.90 0.43 15.12
2018-19 14.13 3.10 11.34 7.01 12.37
2019-20 15.36 6.81 12.13 1.92 12.73
2020-21 15.27 10.98 10.93 6.48 6.54
Mean 16.89 9.85 11.98 10.49 13.68
SD 1.84 3.42 1.61 6.70 2.99
cov 10.91 34.73 13.45 63.88 21.86

Source: Calculated

It can be observed from the above table that the mean Return on Net Worth of HDFC Bank is
16.89 percent, ICICI Bank is 9.85 percent, Kotak Mahindra Bank is 11.98 percent, Axis Bank
is 10.49 percent and Indusind Bank is 13.68 percent. The data reveals that the HDFC Bank

has highest mean Return on Net Worthof 16.89 percent during the last ten financial years

with the variability of 1.84 and coefficient of variation of 10.91 percent.

Hypothesis Test

Hzo = There is no significant difference in the Return on Net Worth of the selected banks

Hz1 = There is no significant difference in the Return on Net Worth of the selected banks

Table 9:
Descriptive Statistics Return on Net Worth of the selected banks
Groups N Sum Average Variance
HDFC Bank 10 168.9 16.89 3.397956
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ICICI Bank 10 98.45 9.845 11.69489
Kotak Mahindra Bank 10 119.77 11.977 2.597379
AXxis Bank 10 104.89 10.489 4491499
Indusind Bank 10 136.83 13.683 8.947757
Source: Calculated
Table 10

Results of ANOVA test for Return on Net Worth
Source of Variation SS df MS F P-value F crit
Between Groups 320.0877 4| 80.02193 | 5.591796 | 0.000966 | 2.578739
Within Groups 643.9768 45| 14.31059
Total 964.0645 49

Source: Calculated

It can be observed from the results of ANOVA test that the p value of test is 0.000966 which
is less than the 5 percent level of significant. Hence,it can be concluded that the null
hypothesis is rejectedand inference can be drawn that there is significant difference in the
mean Return on Net Worth of the selected banks.

Conclusion:

The present study analysed and compared the financial performance of HDFC Bank, ICICI
Bank, Kotak Mahindra Bank, Axis Bank and Indusind Bank using the financial data of last
ten years. The results indicates that the HDFC Bank has performed very good during the last
ten year in terms of all the profitability measures namely; Net Profit Margin, Return on Total
Assets and Return on Net Worth. The results of hypothesis also indicates that the financial
performance all five banks in terms of Net Profit Margin, Return on Total Assets and Return
on Net Worth differs significantly. It can be suggested to the other banks to improve financial
performance in terms of Net Profit Margin, Return on Total Assets and Return on Net Worth

by employing efficient strategic policies.




Saarth

E-Journal of Research

ISSN NO: 2395-339X
References:

e Das, P. C. & Noor, A. (2019). Impact of Credit Risk Management on Financial
Performance:Panel Evidence from State-Owned and Private Commercial Banks in
Bangladesh, Journal of Cost and Management, Vol. 47 (4), pp. 22 — 35.

e Jha D.&Sarangi (2011), “Performance of New Generation Banks in India: a
Comparative study,” International Journal of Research in Commerce and
Management,Vol.2, No.1, pp-85-89.

e lyer, A. (2020). Fundamental Analysis of Selected Private Sector Banks in India,
International Journal of Management (1JM), Vol. 11 (12), pp. 1939-1949. DOI:
10.34218/1JM.11.12.2020.179.

e Jamil, R.A.(2014). Financial Performance of Investment Banks: A Comparison,
Journal of Management Info, VVol. 4(1), pp. 35-51.

e Jha, S. & Hui, X. (2012). A comparison of financial performance of commercial
Banks: A case study of Nepal. African Journal of Business Management, Vol. 6(25),
pp. 7601-7611.

e Jiyani,C.(2015). Financial Performance of Private Banks in India, Journal of
Commerce and Management, Continuous issue 15, pp. 1 - 6.

e Annual Reports of HDFC Bank, Various Issues.

e Annual Reports of ICICI Bank, Various Issues.

e Annual Reports of Kotak Mahindra Bank, Various Issues.

e Annual Reports of Axis Bank, Various Issues.

e Annual Reports of Indusind Bank, Various Issues.

o Official Website of Reserve Bank of India. www.rbi.gov.in



