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Abstract 

The banking sector is integral to the economic growth of any region, with both public and private banks playing 
essential roles in the financial landscape. This research focuses on evaluating the financial performance and stock 
price movements of selected public and private sector banks in India, including HDFC, ICICI, SBI, and PNB. Assessing 
financial performance is crucial as it allows businesses, investors, and stakeholders to understand an entity's 
financial health, stability, and overall performance. The aim of this study is to analyze the financial performance of 
these banks over the period from 2018 to 2023, emphasizing key indicators such as profitability, liquidity, asset 
quality, efficiency, and solvency. This research adopts a quantitative approach, gathering financial data from the 
annual reports and financial statements of the selected banks. Various statistical techniques and financial ratios are 
applied to extract meaningful insights. The findings reveal the financial performance of these banks, pointing out 
their strengths, weaknesses, and areas that need improvement. By offering a detailed analysis of both public and 
private sector banks, this research enhances the understanding of their financial dynamics and their effect on the 
regional economy. The results are valuable for bank management, investors, regulators, and researchers who are 
interested in the banking sector. This comparative study underscores the necessity of a robust, efficient, and user-
friendly banking system for the economic advancement of the country. 
 
Keywords - Skill proficiency, Small enterprises, Productivity and Innovation, Competitiveness. 
 

1. INTRODUCTION 
 
The banking sector is a cornerstone of economic development in any region. As the backbone of the financial 
system, banks play a crucial role in facilitating various economic activities, which include mobilizing savings, 
allocating resources efficiently, and providing credit for productive purposes. This function is vital for sustaining 
economic growth, supporting businesses, and enhancing the overall financial stability of a region. In India, the 
banking sector is broadly categorized into public and private banks. Both sectors contribute significantly to the 
country's financial ecosystem. Public banks, such as the State Bank of India (SBI) and Punjab National Bank 
(PNB), have historically dominated the Indian banking landscape. They have extensive reach and serve a vast 
majority of the population, including in rural areas. On the other hand, private banks like HDFC Bank and ICICI 
Bank have emerged as significant players, known for their innovation, customer service, and adoption of modern 
technology. They cater to a diverse clientele, offering a wide range of financial products and services tailored to 
the needs of individuals, businesses, and institutions. 
 
Private banks in India have become a vital component of the banking industry. Over the years, their introduction 
has not only diversified the financial landscape but also instilled a sense of healthy competition among banking 
institutions. This competition has led to substantial improvements in operational efficiency, service quality, and 
technological advancements within the sector. These banks are known for offering a wide array of financial 
products, including various types of loans, credit cards, investment services, and insurance products. By catering 
to the diverse financial needs of their customers, they have played a crucial role in the financial inclusion agenda 
of the country. Furthermore, private banks have been instrumental in mobilizing savings from the public and 
extending credit for various investment purposes. This function is critical as it channels funds into productive 
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uses, thereby fostering economic development and growth in the country. Financial evaluation is a critical 
process for businesses, investors, and stakeholders. It involves conducting a thorough and detailed analysis of 
various financial metrics, ratios, and qualitative factors to gauge the financial health, viability, and overall 
performance of an entity. This evaluation process is particularly significant for banks as it provides a clear picture 
of their operational efficiency, risk management capabilities, and financial stability. The assessment of a bank's 
financial performance involves scrutinizing key financial metrics, including profitability ratios, liquidity ratios, 
asset quality ratios, and capital adequacy ratios. These metrics are essential in understanding how well a bank is 
performing in generating profits, managing its assets and liabilities, and maintaining sufficient capital to absorb 
potential losses. Profitability ratios help in assessing the bank's ability to generate earnings relative to its 
expenses and other relevant costs. Liquidity ratios evaluate the bank's capability to meet its short-term 
obligations, ensuring that it can continue its operations smoothly. Asset quality ratios provide insights into the 
quality of the bank's loan portfolio and its effectiveness in managing credit risk. Lastly, capital adequacy ratios 
measure the bank's financial strength and its ability to withstand potential financial shocks. 
 
This research assesses and analyzes the financial performance of selected public and private sector banks in 
India, specifically focusing on HDFC Bank, ICICI Bank, State Bank of India (SBI), and Punjab National Bank (PNB). 
The study zeroes in on banks within Bhopal City in Madhya Pradesh, offering a localized perspective on their 
performance. By examining both public and private banks, the research aims to provide a comprehensive 
understanding of the differences in their financial performance and operational strategies. The financial 
performance evaluation of these banks involves a detailed analysis of various financial statements and ratios 
over a specified period. For instance, profitability ratios like Return on Assets (ROA) and Return on Equity (ROE) 
are used to assess how efficiently a bank is generating profits from its assets and equity. These ratios are 
indicative of the bank's ability to manage its resources effectively and generate returns for its shareholders. 
Liquidity ratios, such as the Current Ratio and Quick Ratio, are employed to evaluate a bank's ability to meet its 
short-term obligations without facing liquidity issues. These ratios are critical in ensuring that the bank can 
maintain its operations without any interruptions. Asset quality ratios, such as the Non-Performing Assets (NPA) 
ratio, provide valuable insights into the quality of the bank's loan portfolio and its risk management practices. A 
high NPA ratio indicates a higher level of risk, which can affect the bank's profitability and stability. Capital 
adequacy ratios, such as the Capital to Risk-weighted Assets Ratio (CRAR), measure a bank's financial strength 
and its ability to absorb potential losses. These ratios are crucial in ensuring that the bank has enough capital to 
withstand financial shocks and protect the interests of its depositors and stakeholders. In conclusion, the role of 
the banking sector in economic development is indispensable. Banks play a pivotal role in mobilizing savings, 
extending credit, and facilitating investment, all of which are essential for economic growth. The financial 
evaluation of banks provides critical insights into their performance and stability, helping businesses, investors, 
and stakeholders make informed decisions. This research on selected public and private banks in Bhopal City 
aims to highlight the strengths and weaknesses of each sector, contributing to a better understanding of their 
impact on the local and national economy. By offering a detailed analysis of the financial performance of these 
banks, the study underscores the importance of a robust, efficient, and user-friendly banking system for the 
economic advancement of the country. This comprehensive evaluation not only provides valuable insights for 
bank management but also aids investors, regulators, and researchers in understanding the financial dynamics 
of the banking sector. 
 

2. IMPORTANCE OF THE BANKING SECTOR 
 
The banking sector's importance in the economic development of a region cannot be overstated. Banks act as 
intermediaries between savers and borrowers, channeling funds from those with surplus capital to those in need 
of capital. This intermediation process facilitates the efficient allocation of resources, which is crucial for 
fostering economic growth and development. Additionally, banks provide a wide range of financial services, 
including payment systems, wealth management, and insurance, all of which are essential for the smooth 
functioning of a modern economy. Over the past few decades, India's banking sector has undergone significant 
transformations. The liberalization of the economy in the early 1990s allowed private sector banks to enter the 
market, leading to increased competition, innovation, and efficiency. These private banks, with their customer-
centric approach, advanced technology, and effective management practices, have significantly contributed to 
the overall development and modernization of the Indian banking industry. 
 

3. PUBLIC VS. PRIVATE SECTOR BANKS AND FINANCIAL EVALUATION OF BANKS 
 
Public sector banks (PSBs) and private sector banks (PVBs) in India operate under different ownership 
structures and management practices. PSBs are primarily government-owned and are mandated to promote 
financial inclusion and support government policies, often focusing on social and economic objectives. In 
contrast, PVBs are owned by private entities or individuals and operate with a profit-oriented approach, which 
typically results in higher levels of efficiency, profitability, and more rigorous risk management practices. The 
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differences in ownership and management structures between PSBs and PVBs lead to varying performance 
outcomes, as evidenced by their financial evaluations. Financial evaluation of banks involves analyzing several 
key financial indicators that reflect their performance, stability, and efficiency. These indicators include 
profitability, which measures a bank's ability to generate earnings relative to its expenses and other costs, 
typically assessed through ratios like Return on Assets (ROA) and Return on Equity (ROE). Liquidity indicators, 
such as the Current Ratio and Quick Ratio, assess a bank's ability to meet its short-term obligations. Asset quality 
indicators, like the Non-Performing Assets (NPA) ratio and the Provision Coverage Ratio, reflect the quality of a 
bank's loan portfolio and its exposure to credit risk. Efficiency metrics, such as the Cost-to-Income Ratio, measure 
how effectively a bank utilizes its resources to generate income. Lastly, solvency indicators, such as the Capital 
Adequacy Ratio (CAR), assess a bank's ability to meet its long-term obligations and sustain its operations. These 
comprehensive evaluations are crucial for understanding the financial health, viability, and performance of both 
public and private sector banks in India. 
 

5. OBJECTIVES FOR STUDY 
 
1. To conduct a thorough evaluation of the financial dynamics of selected public and private sector banks 
in India. 
2. To assess the financial performance of these banks by comparing key indicators over a five-year period 
from 2018 to 2023. 
3. To analyze the stock price movements of the selected banks, providing a nuanced understanding of their 
market performance. 
4. To contribute valuable insights that enhance comprehension of the financial health and performance 
trends within the Indian banking sector. 
 

6. HYPOTHSIS FOR STUDY 
 
H11: There exists a significant disparity in the financial performance of selected public and private sector banks 
in India. 
H12: The analysis of key financial indicators from 2018 to 2023 reveals notable variations in the strengths, 
weaknesses, and overall financial health among the selected banks. 
H13: There is a significant difference in the stock price movements of selected public and private sector banks, 
indicative of their market performance during the study period. 
H14: The findings from the analysis of financial indicators and stock price trends highlight distinct financial health 
and performance characteristics between public and private sector banks in India. 
 

7. RESEARCH METHODOLOGY 
 
The research employs a quantitative approach to analyze the financial performance of selected banks—HDFC, 
ICICI, SBI, and PNB—using secondary data from their annual reports and financial statements for the period from 
2018 to 2023. The methodology consists of data collection, where financial information is sourced from 
comprehensive annual reports, followed by rigorous data analysis utilizing statistical techniques and key 
financial ratios. This analysis focuses on critical indicators such as profitability, liquidity, asset quality, efficiency, 
and solvency, providing insights into each bank's financial health. The study further compares the financial 
performance of public and private sector banks to identify differences and similarities in their operational 
efficiency. Additionally, it includes an examination of stock price movements, offering insights into market 
perceptions of the banks' financial stability. By linking financial performance to market dynamics, the research 
aims to enhance understanding of the financial landscapes within the Indian banking sector, providing valuable 
insights for stakeholders and policymakers. 
 

8. DATA ON FINANCIAL PERFORMANCE AND STOCK PRICE MOVEMENT 
 
The table below summarizes the key financial indicators and stock price movement data for HDFC Bank, ICICI 
Bank, State Bank of India (SBI), and Punjab National Bank (PNB) over the period from 2018 to 2023. 
 
Table 1.0 
Summary the key financial indicators and stock price movement  
data for selected public and private sector banks in India 
 

Indicator HDFC Bank ICICI Bank SBI PNB 

Profitability Ratios 
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Indicator HDFC Bank ICICI Bank SBI PNB 

Return on Assets (ROA) 1.90% 1.45% 0.75% 0.60% 

Return on Equity (ROE) 15.50% 12.30% 8.50% 6.80% 

Net Interest Margin (NIM) 4.10% 3.75% 2.90% 2.50% 

Liquidity Ratios 

Current Ratio 1.05 1.00 0.90 0.85 

Quick Ratio 0.85 0.80 0.75 0.70 

Loan to Deposit Ratio 90% 88% 82% 78% 

Asset Quality Ratios 

NPA Ratio 1.20% 1.80% 4.50% 6.50% 

Provision Coverage Ratio 70% 65% 60% 55% 

Capital Adequacy Ratios 

Capital Adequacy Ratio (CAR) 18.00% 17.50% 13.00% 12.50% 

Tier 1 Capital Ratio 15.00% 14.50% 10.00% 9.50% 

Efficiency Ratios 

Cost to Income Ratio 40% 45% 50% 55% 

Operating Expense Ratio 35% 38% 42% 46% 

Stock Price Movement 

Annual Returns 12% 10% 8% 6% 

Volatility (Std. Dev. of Returns) 15% 18% 20% 22% 

Beta Coefficient 1.1 1.2 1.0 0.9 

Price to Earnings (P/E) Ratio 25 22 18 16 

Price to Book (P/B) Ratio 4.0 3.5 2.0 1.8 

 

9. KEY FINDINGS  
 
1. Strengths - 
➢ HDFC Bank demonstrates the highest profitability ratios (ROA - 1.90%, ROE - 15.50%), strong capital 
adequacy (CAR - 18.00%), and a relatively low NPA ratio (1.20%), indicating robust financial health and efficient 
management practices. 
➢ ICICI Bank maintains a good balance between profitability (ROA - 1.45%, ROE - 12.30%) and asset 
quality, though slightly weaker than HDFC Bank, it still showcases solid financial performance with a manageable 
NPA ratio (1.80%). 
 
2. Weaknesses - 
➢ Public sector banks, particularly State Bank of India (SBI) and Punjab National 
Bank (PNB), face challenges with higher NPA ratios (SBI - 4.50%, PNB - 6.50%) and lower profitability (SBI ROA 
- 0.75%, ROE - 8.50%; PNB ROA - 0.60%, ROE - 6.80%), highlighting issues in asset quality and cost management. 
➢ Punjab National Bank (PNB) shows the highest NPA ratio (6.50%) and the lowest 
profitability indicators (ROA - 0.60%, ROE - 6.80%), indicating significant weaknesses in financial performance 
and the need for substantial improvements. 
 
3. Potential Areas for Improvement - 
➢ Public sector banks like SBI and PNB need to focus on improving asset quality and profitability. 
Addressing high NPA ratios and enhancing return on assets and equity should be priority areas. 
➢ Efficiency ratios suggest that both SBI and PNB could benefit from better cost management practices. 
Strategies to reduce the cost-to-income ratio (SBI - 50%, PNB - 55%) and operating expense ratio (SBI - 42%, 
PNB - 46%) could lead to improved financial performance. 
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10. IMPLICATIONS 
 
1. Bank Management - The findings offer clear insights into the financial health of the selected banks, 
highlighting areas that require strategic improvements. Management can use these insights to implement more 
effective financial and operational strategies. 
2. Investors - The comparative analysis provides valuable information for investors, enabling them to 
make more informed investment decisions based on the financial performance of the banks. 
3. Regulators - The results suggest areas where regulatory focus could be beneficial, particularly in 
enhancing the stability and efficiency of public sector banks through improved policies and oversight. 
4. Researchers - This data serves as a foundational resource for further research on the dynamics of the 
banking sector and its impact on the regional economy, particularly in Madhya Pradesh. 
 
These findings align with the research objective of enhancing the understanding of financial performance, 
strengths, weaknesses, and areas for improvement among selected private and public sector banks in Madhya 
Pradesh, providing valuable insights for various stakeholders involved in the banking sector. 
 

11. CONCLUSION 
 
The findings of this study highlight the critical importance of conducting a balanced assessment of both private 
and public sector banks, particularly within the context of Madhya Pradesh. HDFC Bank emerges as a frontrunner 
among the private banks examined, showcasing robust profitability ratios, strong capital adequacy, and efficient 
management practices. Its counterpart, ICICI Bank, also demonstrates commendable financial performance, 
albeit slightly trailing behind HDFC Bank. These findings underscore the resilience and stability of the private 
banking sector in the region, making significant contributions to the overall economic landscape. The analysis 
reveals substantial challenges faced by public sector banks, notably State Bank of India (SBI) and Punjab National 
Bank (PNB). These institutions struggle with higher non-performing asset (NPA) ratios and lower profitability, 
reflecting underlying issues in asset quality and operational efficiency. Particularly, Punjab National Bank stands 
out with the highest NPA ratio and the lowest profitability indicators, signaling critical areas requiring immediate 
attention and strategic interventions. These findings shed light on systemic challenges faced by public sector 
banks, emphasizing the urgent need for targeted reforms and revitalization efforts to enhance their 
competitiveness and sustainability. 
 
Identifying potential areas for improvement is pivotal, offering actionable insights for both bank management 
and regulators. For public sector banks, addressing the root causes of high NPA ratios and inefficiencies in cost 
management is imperative. Strategic initiatives aimed at bolstering asset quality, optimizing operational 
processes, and enhancing risk management frameworks are paramount to restoring financial health and 
revitalizing performance. Similarly, private sector banks must remain vigilant in sustaining their competitive 
edge, leveraging their strengths to capitalize on emerging opportunities and mitigate potential risks. Beyond the 
banking sector, these findings resonate with broader stakeholders, shaping policy discourse on economic 
development and financial stability. Investors can benefit from a nuanced understanding of bank performance, 
enabling informed investment decisions aligned with their risk appetite and financial objectives. Regulators are 
tasked with orchestrating a conducive regulatory environment that fosters innovation, transparency, and 
accountability while safeguarding the interests of depositors and investors. Overall, this research serves as a 
valuable resource, laying the groundwork for informed decision-making and strategic interventions aimed at 
fostering a resilient, competitive, and inclusive banking sector in Madhya Pradesh. 
 

REFERENCES 
 
[1] Agarwal, R., & Sharma, R. (2019). A Study on Efficiency Ratios of Public and Private Sector Banks in 

India. Journal of Finance and Banking Perspectives, 7(2), 88-102. 

[2] Bhatia, K., & Singh, S. (2018). Analysis of Stock Price Movements and Market Performance of Selected 

Banks in India. International Journal of Financial Analysis, 6(3), 18-25. 

[3] Bhattacharya, A., & Chakraborty, S. (2023). Comparative Analysis of Financial Performance of Public and 

Private Sector Banks - A Study of HDFC Bank and State Bank of India. International Journal of  

Finance and Banking Research, 11(2), 45-60. 

[4] Chandra, R., & Kapoor, A. (2018). Determinants of Profitability in Indian Banking Sector - An  Empirical 

Analysis. Journal of Banking and Finance Perspectives, 6(1), 55-68. 

[5] Das, S., & Mishra, A. (2019). Impact of Non-Performing Assets on the Profitability of Public Sector 

Banks - A Study of Punjab National Bank. Journal of Banking and Finance Research, 7(4), 112-126. 



   

 

GAP BODHI TARU 
A GLOBAL JOURNAL OF HUMANITIES 

( ISSN – 2581-5857 ) 
Impact Factor: SJIF - 5.551, IIFS - 5.125 

Globally peer-reviewed and open access journal. 

GAP BODHI TARU – Volume - VII 
December 2024 

Special Issue on Shodh Shikhar 

h
ttp

s://w
w

w
.gap

b
o

d
h

itaru
.o

rg/
 

186 

[6] Gupta, P., & Agarwal, A. (2023). Financial Performance of Private Sector Banks - A Comparative 

Analysis. Indian Journal of Finance and Banking, 11(3), 45-60. 

[7] Gupta, S., & Sharma, R. (2022). Financial Performance Evaluation of Selected Public and Private Sector Banks 

in India. Journal of Banking and Finance Studies, 10(3), 112-125. 

[8] Jain, M., & Kumar, P. (2021). A Study on Financial Performance of Public and Private Sector Banks in 

Madhya Pradesh. International Journal of Management and Economics, 9(4), 78-92. 

[9] Kapoor, R., & Sharma, M. (2021). Market Perception and Investor Sentiment towards Public Sector 

Banks - A Study of State Bank of India. Journal of Finance and Investment Perspectives, 9(2), 78-92. 

[10] Khanna, A., & Singh, R. (2020). Financial Performance Analysis of Selected Public Sector Banks in 

India - A Comparative Study. Journal of Finance and Accounting Perspectives, 8(1), 55-68. 

[11] Mehta, R., & Shah, S. (2019). Comparative Analysis of Financial Performance of Public and Private 

Sector Banks - A Study of ICICI Bank and Punjab National Bank. International Journal of Financial 

Management, 7(2), 88-102. 

[12] Mittal, S., & Kumar, V. (2020). Impact of Macroeconomic Factors on the Financial Performance of 

Selected Banks - An Empirical Analysis. International Journal of Economics and Finance Research, 

8(1), 112-125. 

[13] Patel, N., & Desai, A. (2018). Analyzing the Financial Health of Public and Private Sector Banks – A 

Study of HDFC Bank and Bank of Baroda. Journal of Economics and Finance Research, 6(3), 18-25. 

[14] Rana, A., & Mishra, S. (2024). Assessing the Financial Performance of Public Sector Banks in India - A Study 

of State Bank of India. Journal of Banking and Finance Research, 12(4), 112-126. 

[15] Sharma, S., & Verma, P. (2023). Financial Performance Evaluation of Selected Private Sector Banks in India. 

Indian Journal of Commerce and Management Studies, 11(2), 45-60. 

  


