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Abstract

In India, the banking sector plays an
essential rolein theeconomy and contributesto
a key source of financial intermediation. It
promotes the mobilization of savings by
individualsand businessesand encour agesthem
to make productive investments. Providing
security, liquidity, and support for different
economicactivitiesisapillar of theeconomy that
contributes to overall socioeconomic
development. In this study, five-five leading
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Introduction

Banksarefinancial institutionsthat offer arange of financia servicestoindividuals, businesses, and
Governments. It isintended to facilitate the exchange of excess capital betweenindividualswith different
obj ectivesand thosewho wish to invest for various purposes. Thebanking sector playsanimportant rolein
the economy by facilitating fundsmovement, providing secure depositsand offering abroad rangeof financia
products and services. The Companies Act of India defines Bank as “ABank is a financial institution which
acceptsmoney from the public for the purpose of lending or investment repayabl e on demand or otherwise
withdrawable by cheques, drafts or order or otherwise”. Sir John Pagette defined, a “Bank is such a financial
ingtitution which collectsmoney in current, savingsor fixed deposit account; collects cheques asdepositsand
pays money from the depositors account through cheques.” Bank is an institution that is in existence for the
growth of themoney and to control itscirculation and production of currency. ( Prabhavathi K, Dr.Dinesh G
P, 2018).

Banks haveabroad range of functions, which areessentia for the smooth functioning of the economy.
Depositsfrom customers, such asindividuals, companies, and organisations, are accepted by banks. These
depositsmay bemadein theform of savingsaccounts, current accounts, fixed and specidised deposit accounts
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that aretailored to specific needs. Onthe basisof their creditworthiness, banks provideloansand creditsto
borrowers. They provideawiderange of loans, such aspersonad |oans, business|oans, mortgages, and lines
of credit. Themain source of incomefor banksisinterest charged on theseloans. Banks makeit easier to
transfer fundsand conduct transactions by facilitating payment services. Thisserviceincludestheissuance of
checks, supply of debit and credit cards, facilitating € ectronic transfersof fundsaswell asproviding abanking
platformfor e.g. using an Internet or M obile Banking Platform. Banksmakeit easier for customersto convert
currenciesand engageininternational transactionsby facilitating foreign exchange services. Inorder toenable
customersto grow and manage their financial resources, banks offer arange of investment and wealth
management services. They dso provideanumber of investment products, including mutua funds, securities,
bonds, and s milar financia instruments. Banksperform critica functionsintheareaof risk management. They
carefully assessthe creditworthiness of borrowers and managetherisksassociated withlending. Banksare
playing akey rolein the promotion of Financial Inclusion. They are working to expand banking services,
provideaccessto basicfinancid services, and promote economic participation and development for all sections
of society with aview to reaching out to underserved populationsand rural areas. Overall, banks perform
multifaceted functionsthat arefundamentd to thefunctioning of theeconomy.

Overview of an Indian Banking Sector

The management and control of theflow of money inthe economy isamajor function of the banking
sector. It’s a way of connecting people who need the money to borrow with those who can lend money.
Banksareplayingacrucial roleinthe economy by providing credit, whichisan essentia part of overall
economic growth. Thisisachieved through theredistribution of public savingsinto productiveactivitieslike
providing loansto individua sand businesses. Banks play animportant rolein the devel opment of the economy
and in creating jobs by encouraging peopleto save and invest their money wisdly. Thereare severa various
kindsof banksin India, namely public sector, private, foreign, regional rural, urban cooperative, and rura
cooperative banks. Asof November 4, 2022, thetota amount of money deposited in banksinIndiawasRs.
173.741akh crores, showing how bankshel p collect savingsfromthepublic. Inthefinancia year 2021-2022,
theamount of money borrowed from banksin Indiaincreased by 9.6%, which wasasignificant improvement
compared to the previous year’s growth of 5.6%. This indicates that the banking sector helps people borrow
money and supports economic activities. From 2020 to 2022, the total value of assets held by banksin
different sectorsalso increased. In 2022, the banking sector, including both public and private banks, had
assetsworth US$ 2.67 trillion. Public sector banks held assetsworth US$ 1,594.51 billion, and private
sector banks held assets worth US$ 925.05 billion. Overall, finance and banking are crucial for a country’s
trade, commerce, and industrial growth. They play avita rolein managing money, supporting economic
activities, and contributing to the overad |l development of the nation.

Sructure of the Indian Banking Sector

India’s central bank, the Reserve Bank of India, is responsible for regulating its banking system. The
scheduled commercia banksarethoseingtitutionsthat areincluded in the second schedule of the RBI Act of
1934 and that carry out banking operations, such as accepting deposits, gpproving loans, or offering any type
of banking services. Since cooperatives areregistered under the Cooperative SocietiesAct as cooperative
credit ingtitutions, the holding structure of Scheduled Commercia Banksand Scheduled Cooperative Banks
differs. Public sector banks, private sector banks, foreign banks, and regional rural banks are additional
categoriesfor commercial banks. A cooperative bank isatype of financial organisation that includesits
membersinaddition to itsshareholdersand clients. They offer awiderangeof banking and financia services
to its customers. Cooperative banks are categorized into two parts — urban cooperative banks and rural
cooperative banks. Thefollowing arethefigure presents:

December to February 2023 www.amoghvarta.com \mpact Factor 137
A Double-blind, Peer-reviewed, Quarterly, Multidiciplinary and bilingual SIIF (2022): 4.824
Research Journal



Dr. RichaGupta,

ISSN : 2583-3189 (E), 2583-0775 (P) AMOGHVARTA ‘ Page No. 136 . 143

Year-02, Volume-02, Issue-03

Scheduled commercial
banks (SCBs) (as of
December 2020

Cooperative credit

institutions

Public sector banks (12)
Urban cooperative banks
[ (14841)

Private sector banks (22)

Rural cooperative banks

(96000)

Regional rural banks (RRB) (43)

Review of Literature

Antil and Aggrawal (2017) conducted a study on the topic “Astudy of Indian banking sector” and the
study revealed that in the present scenario, Indian banking sector isdeveloped in termsof supply, product
range, and reach. The global economy haswitnessed numerousinstances of bank failures. In such scenarios,
the Indian Government has played acrucial role by implementing recommendations put forth by various
committees. Economy with rapid growth like Indianecessitates awell-balanced combination of risk capital
and long-term resources. Thisallows corporationsto makeinformed decis onsregarding the optimal mix of
debt and equity for their operations.

Das and Dutta (2014) in the paper titled “A Study on NPA of Public Sector Banks in India” studied the
State Bank of Indiaand its affiliates, aswell asthe other public sector banks, using secondary data. The
period of the study was taken from 2008 to 2013. Data analysis using the statistical method ANOVA is
attempted. The primary goa wasto determinewhether therewereany differencesin theprevalenceof NPAs
amongst the various banks over the research period. According to the study’s findings, there was no statistically
significant difference between the banks NPA averagesat the 5%l evel of significance.

Dharwad and Tamragundi (2019) conducted a study titled “Growth and Development of Indian Banking
Sector - A Collective Study” The current research aims to examine the growth and development of the Indian
banking industry and shedslight on the devel opment of banksthrough severa stages. Theanalysisisbased on
secondary datataken from published papersand the RBI bulletin. Regarding the expans on of bank branches
and themobilisation of depositsby Indian banks, the report comprises data collected over afive-year period.
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Hundal and Singh (2016) According to the research paper titled “Performance Evaluation of Public
and Private Sector Banks in India: A Comparative Study,” it is suggested that banks should make efforts to
decrease operating expenses by enhancing theefficiency of non-viablebranches. Thiscan beachieved through
theutilization of expert servicessuch asprofessiond management or privatemanagement. Additiondly, prompt
measures should betaken to increasetheinvestment deposit ratio and credit deposit ratio, which can enhance
theprofitability of banks.

Khannaand Kaushal (2013) in the research paper titled “Growth of Banking Sector in India: ACollective
Study of History and its Operations,” it was concluded that Indian banks need to embrace product innovation
inadditiontotraditiona banking servicesto remain competitiveinahighly competitive environment. Thestudy
aso highlighted theincreased consumer awareness compared to previous years, with cusomers now seeking
internet banking, mobilebanking, and ATM services. To counter competition, banksshould consider expanding
their branch networksto capture alarger market share. Furthermore, the paper emphasi zed theimportance
of leveraging brand equity asava uable asset for Indian banks.

Objectives
The study has been conducted with thefollowing objectivesto study of the Indian banking sector and
the performance of the Indian banks:
1. Toidentify theleadingfive privateand five public sector banksbased on market capitalisation
2. Toexaminethereach of theleading private and public banksacrossthe country.
3. Tostudy the net interest margin of leading private and public banks.

Research Methodology

The study isboth analytical and descriptivein nature. Secondary datawas used in the study and the
datahasbeen collected fromannual reportsof respectivebanksand RBI reports, and Indian banking association
(IBA). Three consecutive yearsweretaken for the study period. For the study, five private banks and five
public bankswere taken based on market capitalisation. The datawere analyzed through MSEXCEL, the
graphical method used for the graphical presentation of thedata. The collected datawereedited, classified,
and tabulated for analysis.

Data Analysis and I nterpretation

During the study period, therewereatotal of 22 private banksand 12 public sector banks, taking into
after themergers. Table 1 presentsthe market capitali zation rankings of thefiveleading private-sector banks.

HDFC Bank istheleading bank in terms of market capitalization, with avaueof 8,076.44 billion
Indian rupees. It isfollowed closely by ICICI Bank, which hasamarket capitalization of 6,250.86 billion
Indian rupees. Thethird, fourth, and fifth positions are held by Kotak Mahindra Bank, Axis Bank, and
Indusind Bank, with market capitalizationsof 3,714.03 billion, 2,505.85 billion, and 944.91 billion Indian
rupees, respectively.

Table1: presentsleading 5 private banks based on market capitalisation.

S.No | Bank Market Capitalization (in billion Indian rupees) 2022
1 | HDFCBank 8,076.44
2 | ICICI Bank 6,250.86
3 | Kotak MahindraBank 3,714.03
4 | AxisBank 2,505.85
5 | IndudndBank 944.91

(Source : https://www.statista.cormy)

Inthefinancid year 2021-22, State Bank of India (SBI) is positioned asone of thelargest banksin
termsof market value, with amarket capitalization of 4,988.41 billion Indian rupees. Following SBI isBank
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of Baroda(BOB) with amarket capitalization of 721.15 billion Indian rupees. CanaraBank, Punjab Nationa
Bank (PNB), and Indian Overseas Bank (I0B) securethe 3rd, 4th, and 5th positions, respectively, with
market capitaizationsof 444.73 billion, 423.37 billion, and 330.79 billion Indian rupees.

Table2: Presentsleading 5 public sector banks based on market capitalisation.

S.No| Bank Market Capitalization (in billion Indian rupees) 2022
1 |SBI 4,988.41
2 | BOB 721.15
3 | CanaraBank 444.73
4 | PNB 423.37
5 |10B 330.79

(Source: https://www.statista.comy)

Overdl, private-sector banksare dominant over public-sector banks as per the study based on market
capitalisation. As per the study, in the private sector, HDFC Bank istheleading bank in terms of market
capitaization, withava ueof 8,076.44 billion Indian rupees, and State Bank of India(SBI) isleadinginterms
of market value, with amarket capitaization of 4,988.41 billion Indian rupeesin public sector banks.

Table3: Statusof private banksin the number of branchesand ATMs

S.No | Bank No. of branches No. of ATMS
1 HDFC Bank 4,787 13,514
2 ICICI Bank 4,882 15,159
3 Kotak mahindraBank 1,369 2,429
4 | AxisBank 4,094 17,315
5 Indudnd Bank 1,004 2,662

(Source: https://mww.wishfin.comy)
Graph 1. Presentstotal number of branchesand ATMsin leading private sector banks.

0. of branches and ATMs in private sector banks

HDFC Bank boasts a substantial branch network with 4,787 branches and 13,514 ATMs. ICICI
Bank followsclosdy with 4,882 branchesand 15,159 ATMs. K otak M ahindraBank, AxisBank, and Indusind
Bank have comparatively smaller branch networks, with 1,369, 4,094, and 1,004 branches, respectively.
Thenumber of ATMsfor Kotak MahindraBank and Indusind Bank is 2,429 and 2,662, respectively. Axis
Bank hasasignificant number of ATMS, totaling 17,315.

Table4: Statusof public sector banksin the number of branchesand ATMs

S.No | Bank No. of branches| No.of ATMS
1 SBI 24,000 58,559
2 BOB 5,825 5,000
3 | CanaraBank 10,391 12,829
4 PNB 11,437 8,985
5 10B 2,995 3,400
(Source: https://mww.wishfin.comy)
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State Bank of India(SBI) hasavast branch network with 24,000 branches and 58,559 ATMs. Bank
of Baroda(BOB) operates 5,825 branchesand 5,000 ATMs. CanaraBank has 10,391 branchesand 12,829
ATMs. Punjab National Bank (PNB) operates 11,437 branches and 8,985 ATMs. Indian Overseas Bank
(I0B) hasasmaller network with 2,995 branchesand 3,400ATMs.
Graph 2: Presentstotal number of branchesand ATMsin leading public sector banks.

Net Interest Margin
Thetablepresentsdataonthenet interest margins(NIM) of ten prominent banksduring three consecutive
fiscal yearsfrom 2019-20to0 2021-22.
Table2: Net Interest Margin

Sﬁr(;al Name of the bank Net Interest Margin
Financial Financial Financial
year 2019-20 | year 2020-21 | year 21-22
1 | HDFC Bank 4.30% 4.20% 4.00%
2 | ICICI Bank 3.87% 3.84% 4.00%
3 | State Bank of India 2.97% 3.04% 3.40%
4 | Kotak M. Bank 4.73% 4.45% 4.78%
5 | AxisBank 3.55% 3.56% 3.49%
6 | Indusind Bank 4.25% 4.13% 4.20%
7 | Bank of Baroda 2.63% 3.40% 3.08%
Punjab National
8 | Bank 2.40% 2.68% 2.76%
9 | CanaraBank 2.28% 2.75% 2.93%
Indian Overseas
10 | Bank 2.30% 2.22% 2.41%

(Source : https://investyadnya.in/)

HDFC Bank experienced aslight declineinitsnet interest margin from 4.30% in thefinancial year
2019-20t0 4.20% in thefinancial year2020-21 and further decreased to 4.00%in thefinancial year21- 22.
On the other hand, ICICI Bank saw aminor decrease from 3.87% to 3.84% between thefinancial year
2019-20 and financial year 2020-21 but managed to increaseitto 4.00% in thefinancial year21-22. State
Bank of Indiadisplayed asteady increaseinitsnet interest margin, starting at 2.97%inthefinancia year
2019-20, rising to 3.04% in thefinancia year2020-21, and reaching 3.40% in thefinancial year21-22.
Kotak MahindraBank witnessed adeclineinitsnet interest margin, faling from 4.73% inthefinancia year
2019-20t0 4.45% in thefinancial year2020-21, but then recovering and surpassing itspreviouslevel to
4.78% inthefinancia year21-22. AxisBank maintained rel ative stability, with adight decreasefrom 3.55%
to 3.56% between thefinancial year 2019-20 and financial year 2020-21, followed by adeclineto 3.49%in
financia year 21-22.Induslnd Bank experienced agradua decreaseinitsnet interest margin, declining from
4.25%inthefinancial year 2019-20to04.13% inthefinancia year 2020-21 before experiencing amodest
increaseto4.20% inthefinancial year 21-22. Bank of Barodadisplayed significant improvement initsnet
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interest margin, rising from 2.63% in financia year2019-20 to 3.40%infinancia year2020-21, but then
witnessing adeclineto 3.08% infinancial year21-22. Punjab National Bank (PNB) exhibited consi stent
upward momentum, with itsnet interest marginincreasing from 2.40%infinancia year2019-20t0 2.68%in
financid year2020-21 and further risngto 2.76%infinancid year21-22. CanaraBank demonstrated asmilar
pattern, starting withanet interest margin of 2.28%inthefinancia year 2019-20, increasingto 2.75%inthe
financial year2020-21, and further improvingto 2.93% inthefinancia year21-22.

Lastly, Indian overseas bank showed adeclineinitsnet interest margin, leaping from 2.30%to 2.22%
inthefinancial year 2020-21. Inthefinancia year 2021-22, increasein net interest to 2.41%.

Ovedl, itreved sthat therearevaridionsin netinterest margin, whichindicatesfluctuationsin profitability
over the study period. It providesinformation for investors, banking professionas, and analystswho are
assessing the performance of these banks.

i
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(Source: https://investyadnya.in/)

Conclusion

The paper discussed the overview of the Indian banking sector it al so discussed the structure of the
Indian banking sector. In India, the banking sector playsan essentia rolein theeconomy and contributesto a
key sourceof financial intermediation. It isconsidered apillar of the Indian economy that contributesto
overall socioeconomic devel opment. The paper also studied to identify leading public and private sector
banksonthe basisof market capitalisation, it isfound that private-sector banks aredominant over public-
sector banks as per the study based on market capitalisation. The paper examinesthenumber of branches
and ATMs, resultsfound that public sector banks have vast branch network than private sector banksand
aso ahigher number of ATMsthan private banks. The paper analyzed the net interest margin of thesebanks
and, it reved sthat there arevariationsin net interest margin, whichindicatesfluctuationsin profitability over
the study period.
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