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Abstract — Development of a country mostly depends upon the financial structure provided by the
commercial banks. The responsibility of banks in the developing country like ours is crucial and
significant. The financial position of the banks is more or less concurrent with their working capital and
fixed assets. Where the coefficient correlation between the working capital and fixed assets are in a
positive side the position is considered good.

For our study we have taken into consideration one nationalized bank and two private banks, as after
liberalization, the private commercial banks have evolved and are functioning at par with the government
banks under the guidance of Reserve Bank of India. The researchers have chosen these three banks as
they are listed in both NSE & BSE Index. The purpose of this study is to find out, how far private banks are
maintaining the ratio of their assets as well as their working capital as compared to the government banks.
In support of this intention a relative study is conducted by choosing five years data from 2009 to 2013 of
SBI, HDFC, & ICICI banks.
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INTRODUCTION

The Indian banking sector has seen unprecedented
growth along with remarkable improvement in its
quality of assets and efficiency since economic
liberalisation began in the early 1990s. The purpose of
the study is to find out whether the private banks are
matching their ratios with the government banks in
their contribution towards economic development.
Around the world, finance is a general filament which
brings many sectors together and acts as catalyst for
economic development. The role of banking sector in
economic transformation is momentous as banks play
vital role in providing the desired financial resources to
the needy sectors. Thus, Banking is considered as the
vertebrae of the economy. In emerging economies,
banks are more than mere agents of financial
intermediation and carry the additional responsibility of
achieving the government’s social agenda also.

The survival and growth of the banks crucially depend
on the size of the balance sheet as well as asset
quality since the assets are the major source of
income and life-line for the banks. In general GDP is
considered as a significant variable affecting the banks
performance (Siraj P Sudershan 2013). But banking
sector stability is an important driver of future GDP
growth (Balakrishnan, P. and Parameswaran, M.
(2007). Banking is considered as number one service
sector in India and its contribution for the tertiary

sector in Indian economy is undoubtedly notable.
Before liberalization policy there were only
government banks extending its services to the private
sector, government sector as well as fulfilling the need
of individual requirement. But after liberalization so
many private banks came up and are functioning at
par with the government banks.

In this study the researchers have tried to compare the
various financial trends with regards to short term,
long term financial position as well as their profitability
position. For this purpose we have used trend analysis
as trend analysis is one of the instruments that help to
analyze the company’s monetary statement. In a trend
analysis, the financial statements of the company are
compared with each other for the several years after
converting them in the percentage. Dr. Gupta (1997).
The trend analysis also occupies an important place in
the analysis& interpretation of financial statements.
Trend in general terms signifies a tendency.

SCOPE AND OBJECTIVES

Scope is very enormous for this research topic. There
are many nationalized as well as private commercial
banks which are operating and providing their services
for the growth and development of the country by
providing finance to various sectors which in turn helps
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for their continual growth & development. The main
objectives of the study are —

o To find out and matching the ratio between the
working capital and fixed assets for both
category of banks,

o To find out the direction of the trends (i.e.
upward or downward)and providing inferences
to the management for future decision making.

METHODOLOGY

In order to accomplish the chalked out objectives of
the study a detailed evaluation of sample banks are
made with reference to BSE & NSE sensex. The study
has been made with the help of secondary data only.
The secondary information is gathered from the official
publications, financial records, published annual
reports, text books, journals, and related website links.
To justify our study we have taken the help of some
statistical tools like Pearson’s correlations, trend
analysis, etc.

In trend analysis, the financial statements of the
company are compared with each other for several
years after converting them into percentage.
ANALYSIS AND INTERPRETATION

Current financial position of sample banks are
analysed by using the trend analysis method and
shown in the following tables.

Table No. 1 Short term current Financial Position

of Banks:
Year SB1 HDFC wict
‘Working Capital Trend%a Working Capital Trend%a Working Capital Trend%a
200 314395 100 1142.83 100 10383.75 100
2010 50959.91 162.08 1528.16 133.711 4258744 410,13
2011 61403.61 19530 15277.06 1336.77 344512 331.77
b1 b3 69361.1 220.6 11749 45741 38167.72 367.57
3 67257.12 21392 11430.41 1000.18 38370.99 369.52

Source: Money Control.com

Table No. 2 Long term financial position of the
Banks

Total Trend | Fived | Trend | Total Trend

Debt % assets | % Debt W ass

7957868 100 | 159407 100 | 145897 100 | 325
3

[) . 8 ]
201 | 922117, | 11213 | 8071278 | 11399 | 186561 | 117.03 | 150320 | 12393 | 305311 | 93.89 | 296250. | 103.71
3 (] 1 7

201 | 105708 | 125.55 | 1053301 | 132.35 | 233082 | 146.2 | 222080. | 15325 | 355796 | 109.41 | 335156. | 11732 |

. 1 3
201 | 118524 | 14413 | 1170652 | 147.10 | 295250 | 1852 | 270552, | 18595 | 417902 | 128.51 | 393664. | 138.5
2 87

2 1 .
201 | 140354 | 17068 | 1371922 | 172.39 | 354037 | 221.09 | 329153 | 216.19 | 466290 | 14339 | 437955 | 15325
7 28 3 38 .1 2

Source: Money Control.com

Table No. 3 Analysis of Profitability Position of the

Bank:

Year SBI HDFC 1CIC]

Reserves and surplus | Trend? | Reserves and sumplus Irend% | Reserves and surplus Trend®s
2009 100 14226.43 100 48419.73 100
2010 113.96 21064.75 148.06 50503 .48 104,30
2011 112.28 24911.13 175.10 53938.82 111.39
2012 14530 29 4 207.04 59250.09 122536
2013 GE199.65 171.33 35738.26 25121 63547 84 135.3

Source: Money Control.com

Table No. 4 Profit and loss Account analysis:

Year Bl HDFC 1CIC T

Net Profit | Trend% | Net Profit | Trend®s | Net Profit | Trend%
20049 912123 1041 2244 94 100 175813 100
2010 G166.05 10044 25948 70 131.34 4024 9% 107.10
2011 TITO35 Hi A0 392640 174,89 515138 137.07
2012 1170729 128 35 316709 230016 665 26 172.03
2003 14104 95 154.63 672628 29961 R32547 221.55

Source: Money Control.com
Short term current financial position Of the Banks:

From the above tables it has been revealed that
Liquidity position of the SBI Bank is very sound, as
working capital is showing upward trend from year
2009 to 2013. This depicts bank have enough current
assets to pay off its current liabilities. In case of HDFC
working capital has a shown upward trend from 2009
to 2011, and in the year 2012 there is drastic down fall
of working capital trend but in 2013 bank has shown
upward trend of working capital. In ICICI Bank
working capital trend is increasing from 2009 to 2010
but in 2011 trend has shown downward direction
from 410% to 331% but again in 2011 and 2012
bank has shown upward direction of working capital.

Long term financial position of the Banks:

In SBI Fixed assets are showing upward trend from
2009 to 2013. On comparison fixed assets with long
term debts, it reveals that every year from 2009 to
2012 fixed assets are more than long term debts. It
can be assumed that that some portions of fixed
assets are financed from working capital. During the
year 2013 long term debts is more than a fixed
asset. When the long term securities is more than
fixed assets that indicates that bank have enough
securities to finance fixed assets. Jain and Narang
(2006) it is not desirable more long term funds
should have been invested in fixed assets because a
measure portion of long terms funds should be
invested in fixed assets.

In HDFC and ICICI BANK, from the year 2009 to
2013 fixed assets are more than long term debts
which show that part of fixed assets are financed
from working capital.

Profitability position of the Banks:

Profitability position depends upon the reserves and
surplus. All the Banks have enough reserves and
surplus during the years 2009 to 2013 to meet any
type of contingencies. All the banks during the period
of study have shown upward trend in reserves and
surplus, Jain, Narang, and Agarwal (2008) reserve is
created out of profit and loss account and thus, is an
appropriation of net profit for strengthen the financial
position of the business.
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Findings of analysis of Income statements from
the year 2009 to 2013

HDFC Bank and ICICI Bank have shown upward
direction of trend of net profits from 2009 to 2013. In
SBI Bank from 2009 to 2010 there is increase in profit
percentage, but in 2011 there is a decline in profits.
The financial position of the banks positively reversed
in the years 2012 and 2013.

Table Correlation between fixed asset & working
capital

Name of the banks r

sB1 0.8522
HDEC 05631
ICICL 0.3342

Significance
Positive high degree of correlation

Giood correlation
Positive low degree of comelation

Source: compilation of data

The above table depicts that SBI is maintaining
positive high degree of correlation among the working
capital and fixed assets. With regard to HDFC the
correlation is good but in case of ICICI, though it is
positive but low degree of correlation.

From the above it can be concluded that more or less
all the sample banks are planning their financial status
very meticulously.

CONCLUSION
After analysis of three leading banks named
SBILHDFC and ICICI it has been concluded that

overall financial position of banks is very good. In case
of SBI, Current short term financial position,
profitability position and results of operations have
shown increasing trend from 2009 to 2013. HDFC and
ICICI have shown upward trend of working capital from
year 2009 to 2010. In 2011 both these banks have
downfall of working capital, but in 2012 and 2013
banks have again followed consistency of upward
trend. Profitability position of ICICI and HDFC is very
good. Only the problem lies with the long term financial
position of the banks. But overall all the three banks
are performing well.

LIMITATION

The study is limited to three banks only. In this study
all the items of financial statements are not analysed,
hence the findings cannot be considered as cent
percent accurate. The further study in this matter is
highly essential.
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