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T This study aims to investigate the impact of bank-specific factors which include various parameters for the evaluation of  
their performance, which is measured by profitability and efficiency e.g  return on assets (ROA) and return on equity (ROE) 
Net Interest margin (NIM), Profit per employee (PPE), Business per employee (BPE) etc. The results imply that  financial ratios 
employed in this study have different effects on the performance of banks. Three  private sector banks were selected for 
analysis (AXIS,HDFC,INDUSIND ). Period of study is taken from 2011-2015.Results shows that  Private sector banks almost 
have similar performance overall

Management

I.Introduction:
Those  banks where private institutions/individuals hold more 
than 50% of the shares are known as private sector banks. 
Private-sector banks have been functioning in India since the 
very beginning of the banking system. Initially, during 1921, 
the private banks like bank of Bengal, bank of Bombay and 
bank of Madras were in service, which all together formed Im-
perial Bank of India. The banks, which came in operation after 
1991, with the introduction of economic reforms and financial 
sector reforms are called “new private-sector banks. The pres-
ent private-sector banks equipped with all kinds of contempo-
rary innovations, monetary tools and techniques to handle the 
complexities are a result of the evolutionary process over two 
centuries These are the major players in the banking sector as 
well as in expansion of the business activities India. They have 
a highly developed organisational  structure and are profes-
sionally managed. Thus they have grown faster and stronger 
since past few years.

II. Review Of Literature 
Review of literature is essential for every research to carry 
on investigation successfully. Hence the present study is also 
based on the following review.

Bhatt & Ghosh (1992), observed that the profitability of com-
mercial banks depend on several factors some of them are 
endogenous and some exogenous. The endogenous factors 
represent control of expenditure, expansion of banking busi-
ness, timely recovery of loans and productivity. The exogenous 
factors consist of direct investments such as SLR (Statutory 
Liquidity Ratio), CRR (Cash Reserve Ratio) and directed credit 
programs such as region wise, population wise guidelines on 
lending to priority sectors. The regulated and restricted regime 
in the operation of banking system in terms of investment, 
credit allocation, branch expansion, interest rate determination 
and internal management eroded the productivity and profita-
bility of commercial banks

Vradi, Vijay, Mauluri, Nagarjuna (2006), in his study on´Meas-
urement of efficiency of bank in India concluded that in mod-
ern world performance of banking is more important to stable 
the economy .in order to see the efficiency of Indian banks we 
have see the fore indicators i.e. profitability, productivity, assets, 
quality and financial management for all banks includes pub-
lic sector, private sector banks in India for the period 2000 and 
1999 to 2002-2003. For measuring efficiency of banks we have 
adopted development envelopment analysis and found that 
public sectors banks are more efficient then other banks in India

Varadi, et al (2006) measured the efficiency of Indian banks 

and determined the performance of banks were of vital im-
portance to stabilize a nation’s economy and identified in-
dicators for efficiency - i.e., Profitability, Productivity, Asset 
Management and Financial management and concluded that 
nationalized bank have shown high performance

Roma Mitra, Shankar Ravi (2008), A stable and efficient bank-
ing sector is an essential precondition to incr.ease the eco-
nomic level of a country. This paper tries to model and

evaluate the efficiency of 50 Indian banks. The Inefficiency 
can be analyzed and quantified for every evaluated unit. The 
aim of this paper is to estimate and compare efficiency of the 
banking sector in India. The analysis is supposed to verify or 
reject the hypothesis whether the banking sector fulfils its in-
termediation function sufficiently to compete with the global 
players. The results are insightful to the financial policy plan-
ner as it identifies priority areas for different banks, which can 
improve the performance. This paper evaluates the perfor-
mance of Banking Sectors in India

B.Satish Kumar (2008), in his article on an evaluation of the 
financial performance of Indian private sector banks wrote 
Private sector banks play an important role in development 
of Indian economy. After liberalization the banking indus-
try underwent major changes. The economic reforms totally 
have changed the banking sector. RBI permitted new banks 
to be started in the private 4sector as per the recommenda-
tion of Narashiman committee. The Indian banking industry 
was dominated by public sector banks. But now the situations 
have changed new generation banks with used of technology 
and professional management has gained a reasonable posi-
tion in the banking industry. 

Devanadhen K (2013) concluded that Private sector banks 
HDFC bank, Axis bank and ICICI bank had particular tough 
competition, with respect to the public sector banks Andhra 
bank secured 1st place followed by corporation bank in stand-
ings of Asset Quality, Management Efficiency and Earning Ca-
pacity. 

Brindadevi .V (2013)  studies the overall profitability analysis 
of different private sectors banks in India based on the per-
formances of profitability ratios like interest spread, net profit 
margin, return on long term fund, return on net worth & re-
turn on asset. Profitability is a measure of efficiency and con-
trol it indicates the efficiency or effectiveness with which the 
operations of the business are carried on. Recording profitabil-
ity for the past period or projecting profitability for the coming 
period, measuring profitability is the most important measure 
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of the success of the business. 

III. Objectives Of The Study 
a) To highlight the various profitability analysis of some select-
ed private sectors banks (i.e.,) AXIS, HDFC, INDUSIND BANK. 
Banks were selected on the basis of their year of formation 
1994.

b) To analyze the overall profitability and efficiency  of banks 
(i.e.,)  Net interest margin, Business per employee ,Profit per 
employee, Return on equity, & Return on asset.

IV. Scope Of Study 
The study is about the  profitability  and efficiency of private 
sectors banks in India. It is mainly dealt with the financial  ra-
tios show a banks  overall efficiency and performance. A vari-
ety of Profitability and efficiency Ratios can be used to assess 
the financial performance of a bank. 

V. Period Of Study The study covers a period of 5 years from 
2011- 2015.

VI. Methodology
6.1 Data Collection The study is based on secondary data. In-
formation required for the study has been collected from the 
annual report of AXIS, HDFC, INDUSIND BANK.

6.2 Statistical Tools In this study various statistical tools are 
used (i.e.,) Mean, Standard deviation, Coefficient of variation 
have been used for data analysis.

VII. Limitation Of The Study
a) The study is related to a period of 5 years.

b)The study is restricted to 3 banks only.

b) As the data are only secondary, i.e., they are collected from 
the published annual reports. 

VII. Data Analysis And Interpretation
Introduction of AXIS bank
Axis Bank Limited  is the third largest private sector bank in 
India. Axis Bank’s stake holders include prominent national 
and international entities. As of 31 Dec. 2013, approximately 
43% of the shares are owned by Foreign Institutional Inves-
tors. Promoters (UTI,  LIC  and  GIC), who collectively held ap-
prox. 34% of the shares, are all entities owned and controlled 
by the  Government of India. The remaining 23% shares are 
owned by corporate bodies, financial institutions and individu-
al investors among others. The bank offers financial services to 
customer segments covering Large and Mid-Sized Corporates, 
MSME, Agriculture and Retail Businesses.[1]  Axis Bank has 
its registered office at Ahmedabad. As of 22 April 2016, the 
bank had a network of 3062 branches and extension coun-
ters and 12922 ATMs. Axis Bank has the largest ATM network 
among private banks in India.

TABLE-1  RATIOS OF AXIS BANK
YEARS ROA ROE NIM BPE PPE
2011 1.68 19.34 3.10 136.60 1.40
2012 1.68 20.29 3.04 127.60 1.40
2013 1.70 18.53 3.09 121.50 1.50
2014 1.78 17.43 3.30 123.00 1.50
2015 1.83 17.75 3.37 137.10 1.70
AVG 1.73 18.66 3.18 129.16 1.5
STD DEV 0.063 1.046 0.130 6.594 0.109

Introduction of HDFC bank
HDFC Bank Limited is an Indian banking and financial servic-
es company headquartered in Mumbai, Maharashtra. It has 
about 76,286 employees including 12,680 women and has a 
presence in Bahrain, Hong Kong and Dubai HDFC Bank is the 
second largest private bank in India as measured by assets.  It 
is the largest bank in India by market capitalization as of Feb-
ruary 2016.It was ranked 58th among India’s most trusted 
brands according to Brand Trust Report, 2015.Total balance 

sheet size as of December 31, 2015 was Rs. 687,892 crores as 
against Rs. 534,855 crores as of December 31, 2014. 

TABLE-2  RATIOS OF HDFC BANK
YEARS ROA ROE NIM BPE PPE
2011 1.58 16.74 6.78 59.00 0.74
2012 1.90 18.69 7.22 65.30 0.80
2013 2.00 20.34 7.48 75.00 1.00
2014 2.02 21.28 7.77 89.00 1.20
2015 2.02 19.37 7.45 101.00 1.00
AVG 1.80 18.80 7.34 77.86 0.94
STD DEV 0.20 1.96 0.33 15.37 0.163

Introduction of INDUSIND bank
Indusind Bank Limited  is a  Mumbai  based Indian new gener-
ation bank ,established in 1994. The bank offers commercial, 
transactional and electronic banking products and services. 
Indusind Bank was inaugurated in April 1994 by then Union 
Finance Minister Manmohan Singh.  Indusind Bank is the first 
among the new-generation private banks in India. The bank 
started its operations with a capital amount of Rs. 1  billion 
among which Rs. 600 million was donated by the Indian Res-
idents and Rs. 400 million was raised by the Non-Resident In-
dians. The bank has specialized in retail banking services and 
continuously upgrades its support systems by introducing 
newer technologies. It is also working on expanding its net-
work of branches all across the country along with meeting 
the global benchmark. 

TABLE-3  RATIOS OF INDUSIND BANK
YEARS ROA ROE NIM BPE PPE

2011 1.46 17.91 3.40 84.40 0.82

2012 1.57 18.26 3.30 78.84 0.86

2013 1.63 17.15 3.41 84.05 0.92
2014 1.81 16.89 3.61 71.71 0.90
2015 1.90 18.22 3.49 71.92 0.94
AVG 1.674 17.68 3.44 78.18 0.88
STD DEV 0.160 0.563 0.10 5.56 0.04
 
IX. Findings
1.Return on Assets  is a financial ratio that shows the percent-
age of profit that a company earns in relation to its overall 
resources (total assets). Measures the company’s ability to uti-
lize its assets to create profit.ROA is highest in HDFC bank fol-
lowed by AXIS BANK showing not so difference of INDUSIND 
BANK.

2.Return on equity
Measures the income earned on the shareholder’s investment 
in the business. This ratio is highest in  HDFC bank 18.80 as 
compare to other two bank AXIS bank  and show INDUSIND 
BANK comparatively low ratio.

3. Net interest margin
It is the ratio of net interest income to total assets.This ratio 
is comparatively higher in HDFC bank 7.34 with low in other 
two banks.

4. Business per employee-It is the total business done by 
each employee each year. This ratio is maximum in AXIS bank 
129.96 followed by other two banks they does  not have 
much difference in this ratio.

5. Profit per employee-It is the total profit earned by per em-
ployee over the year. This ratio is highest in AXIS bank  1.5 
and HDFC bank and INDUSIND BANK having ratios 0.94 and 
0.88 respectively.

 X. Conclusion
Private bank in India are performing very well and more and 
more private banks are coming up with high quality standards 
since globalization. Profitability of private sector banks in India 
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plays major role in banking sector without profit the investors 
cannot invest in this business A strong financial system pro-
motes investment by financing productive business opportu-
nities, mobilizing savings, efficiently allocating resources and 
makes easy the trade of goods and services. Ratio Analysis is 
helpful for any shareholder, investor, creditor, banker or any 
other party who is concerned with the financial performance 
of the company So profitability ratios are employed by the 
management in order to assess how efficiently they carry on 
their business operations and also it is suggested for the entire 
bank to take effective steps to improve the operating efficien-
cy of the business.

So profitability ratios are employed by the management in or-
der to assess how efficiently they carry on their business op-
erations and also it is suggested for the entire bank to take 
effective steps to improve the operating efficiency of the busi-
ness. Profitability acts as a yardstick to measure the effective-
ness and efficiency of business effort for the growth and suc-
cess of any business entities.
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