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ABSTRACT

Investment decisions are becoming increasingly important in all sectors, enabling investors to learn more about risk. 

The ability to ‘analyze cash’ provides a systematic and meaningful assessment of the internal and external factors that 

affect revenue. As the Indian economy has opened doors for multinational corporations, the Indian banking industry is 

seeing dramatic changes and stiff competition with new products and services. The IPOs going on in the banking sector 

are awesome. Careful analysis of banking sector can be done through in depth comparative analysis of profitability 

ratios. The present study compares the profitability ratio of two major banks in India: SBI and HDFC. The banks taken 

for study are one from private and another from public sector. The various variables compared in this study are current 

rate, debt rate estimates, estimated retention rates, net profitability ratios and return payout ratios (DPR). This study 

shows the comparative effectiveness of SBI and HDFC. The results demonstrate that the debt equity ratio and net profit 

ratio are significantly different whereas the earning retention ratio, the current rate and the dividend payout ratio are not 

significantly different from each other

Key words: Current Ratio, Debt Equity Ratio, Dividend Payout Ratio, Earning Retention Ratio, Net Profit ratio 

and Fundamental analysis, .

Basic Analysis aims to understand and predict the unique 

value of stocks based on a comprehensive analysis of 

various macros, company-specific and behavioral 

factors and quantities. There are 2 methods for basic 

analysis. They are the upper and lower lanes of the upper 

lane. With a top-down approach the analyst begins to 

consider the economics more and less in the relevant 

sector and then the company, especially when it is on the 

downward spiral, the company is first evaluated and 

confirmed after the military and industrial war. The 

bottom line flourishes under the assumption that 

individual companies can do well even if the overall 

economy or industry is not working well

The Reserve Bank of India (RBI) has validated the 

banking sector of India to be adequately and well 

regulated. The economic and financial situation of India 

in the world is much better than any other country in the 

world. A lot of previous studies done on the liquidity risk 

INTRODUCTION

Indian Banking Industry
Currently 28 public sector banks, 29 private banks, 88 

commercial banks (SCBs) and 31 foreign banks are 

operated in India and have over 53,000 branches and a 

comprehensive network of 17000 AIs. According to a 

latest report by credit rating agency ICRA Ltd, public 

sector banks, private and foreign banks hold more than 

75% of the banking sector's total assets, 18.2% and 6.5%, 

respectively.

management and Credit market in India recommend that 

Indian banks are normally able to cope with the global 

recession.

Sector size

Computerized Payment structure in India has become the 

largest of the 25 countries with Accelerated Fund 

Transfer Services (IMPS), which ranks 5th in the Fast 

Payment Innovation Index (FPII).

Recently changes in the form of model microfinance 

banks have been witnessed by the Indian banking 

industry. The new RBI measures will help rebuild the 

banking sector in home country.

Table 1:SWOT Analysis of Indian Banking Industry 

The regulatory policies

STRENGTHS

Government Policies and procedures

Significant contribution to GDP

Source : Author's own

Lesser number of new entry

WEAKNESSES
Increase in NPA

Product are not properly differentiated

OPPORTUNITIES

Untrapped Domestic Market
Entry in global market

Advance Technology 
THREATS
Growth of informal money  lending system
Rise of monopolistic market structures

SBI is not only the government bank but also an Indian 

multinational company. As of December 2019, it had $ 

520 billion in assets and SBI had an extensive network of 

24,000 branches in India and more than 190 offices in 35 

other countries worldwide.

State Bank of India (SBI)

SBI is the second principal bank in India in terms of 

capital markets. As of April 2, 2019, its market value was 

Rs. 2, 93,218.11 crore. SBI has a market share of 23% in 

terms of assets. There are  59,291 ATMs across India.  As 

of March 2019, SBI had 2,57,252 employees in various 

branches.

According to the Fortune Global 500 list about the largest 

companies in the world, SBI ranked 236 on it. In terms of 

assets, with a market share of 23% and one-fourth of 

mortgaged loans and deposits, SBI stood largest bank in 

India.

HDFC has a market capitalization of Rs. 7 trillion. As of 

March 2019, HDFC had total assets of Rs. 1,189,432 

crore (US $ 170 billion). As of September 30, 2019, 

HDFC become a nationwide distribution network with 

5,314 branches and 13,514 cities. As of June 30, 2019, the 

HDFC had 104,154 employees in various branches.

In January 1995, HDFC Bank began operating as a 

regulated commercial bank.

HDFC Bank

Food Development Fund Corporation Limited was the 

first in the country to get approval from RBI to establish a 

private banking company under which RBI has 

simplified the Indian banking industry in 1994. The bank 

was merged with HDFC Bank Limited in 1994.

Tools of fundamental analysis 

9) New economic policies of 
the government 

8) Overall debt situation

1) GDP Growth rates

2) Sectoral analysis of GDP 

3) Foreign policies

4) Inflation rate

5) Unemployment rate

6) Per Capita Income 

7) Monsoon Condition 

ECONOMY   INDUSTRY COMPANY

8) Exposure to external 
forces 

2) Lifecycle of industry 

1) Nature of industry

3) Specific industry policies

4) Degree of competition 

5) Labour situation 

6) Consumption pattern 

7) Taxation Laws 

8) Marketing strategies 

3) Business Model

1) Products and services 
offered 

2) Management 

5) Market Share 

6) Management decisions and 
corporate governance 

7) Ratio analysis

4) Capital Structure 

Figure No.-1: Indicators of EIC
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Earnings per Share (EPS): EPS describes how much 

profit the company has allocated to each share of the 

company. EPS = Net income (after dividends on 

preference shares)/the number of outstanding shares.

Price-to-Book Ratio (P / B): Also called price to equity 

ratio, this ratio compares the stock's book value with its 

market value. One can approach this by dividing the 

stock's latest closing price by the book value per share in 

the previous quarter. The book value is property value, as 

seen in the company’s books. This equates to a lower 

cumulative depreciation of each asset.

Price to earnings ratio (P / E): It is the comparison of the 

present selling price of a company's stock with its 

earnings per share.

Price-to-Sales ratio (P / S): It is the value of the stock 

compared to the company's earnings. It is also called as 

PSR, Sales manifold or Revenue manifold.

Some tools that help determine the intrinsic value of a 

share are:

Estimated Earnings Growth (PEG): Estimates the 

stock's earnings increase rate in one year.

Dividend payout ratio: It compares the dividends paid 

to shareholders with the total net income of the company. 

This is the reason for retained earnings - unpaid income, 

but retained for potential future growth.

Return on Equity: To find the return on equity, divide 

the company's net income by shareholders' equity. One 

can return it to the company's net worth.

Dividend Yield: Expressed as a percentage, it is the 

annual ratio compared to the share price. Divide the 

dividend payment into one share value per year.

LITERATURE REVIEW 

Essop (2006) analyzed that the majority of portfolio 

managers were dependent on fundamental analysis, but 

also made use of technical analysis to figure out whether 

to invest in a particular stock or not. Researcher applied 

regression analysis as a statistical tool for the study and 

the variables which were used the study were earnings 

per share (EPS) and price earnings ratio.

Witkowska (2006) in his study revealed that future stock 

returns are strongly related to gross margin, sales and 

administrative costs, and are strongly related to price 

earnings on assets and stock returns. The panel data 

model and variables used for the study were GM, sales 

and administration costs, return on assets (ROA), 

inventory, AR, workforce, CFO, leverage, liquidity.

Wu and Xu (2006) used rough set theory and neural 

networks approach in his study to predict stock prices. 

The variables used in the study include EPS, NAPS, 

ROA, business profit, rate of return on sale, net assets 

income, CR, QR, DTA, major business growth, net assets 

growth, net CFO, AR turnover, IT, TAT. In his study he 

also revealed that fundamental analysis is powerful to 

predict stock prices, especially by using the neural 

networks approach and rough set theory. 

Sugiharato et al. (2007) considered PE to be the most 

popular variable, followed by Free Cash Flow, MVIC, 

EBITDA MVIC, Price Book Value, Dividend, Book 

Value, Revenue and Sales Price. SPERTEL and future 

equity shares are significantly positively related with 

each other. The statistical tool used in the study is 

structural equation modeling and score-based modeling. 

PESTEL analysis is the basis for the study.

Tripathi (2008) in his study revealed that fundamental 

variables related to the company significantly influenced 

the market value of equity stocks and investors in India 

generally considers both fundamental as well as technical 

approach while making their investment decisions. 

Researcher applied frequency, percentage and mean 

score analysis as a statistical tool for study. The variables 

used for carrying out the study were size, book to market 

equity, leverage, P/E.

Sharma and Preeti (2009) used F Score model for the 

purpose of carrying out their study. In their study they 

analyzed that the investment strategies having growth 

prospective are more successful in identifying intense 

performances of banks and also useful in identifying 

surplus return earned by high group firms and also 

seemed to be more effective than traditional signals. The 

variables which were used by the researchers are PBIT, 

TA, ROA, MVE. BVE, B/M, CFO, ROA using cash flow, 

sales, operating margin, CR, DEQ, AT.

Sinaei (2010) used EVC model, EBO model, P/B model, 

Bennett et al. (2011) used decision-making factors, 

revenue factors, market factors, industry-related factors, 

image-building factors, positioning factors, corporate 

governance factors, well-being factors and industry 

rivalry as the basis of the study. Researchers used factor 

analysis, t-test and one-way ANOVA as a tool for the 

study. The study showed that quality of management, 

ROE, ROI and earnings ratio were the most influential 

variables, and included analyst, broker and research 

report, friends, family and co-workers, company 

geological location and social. Liability is the least 

affecting variable.

Venkatesh and Tyagi (2011) in their study found that 

Mostly respondents consider both fundamental and 

technical analysis while taking investment decisions in 

securities but use of analysis changes according to the 

conditions of market. In bearish market, investors mostly 

rely on fundamental analysis; on the other hand if there is 

bullish market,  technical  analysis  is  used  by  the 

investors. Fundamental and technical variables were 

used for study. The technique applied by the researchers 

for the study was mean, standard deviation, one way 

ANOVA and chi-square test.  

Venkates et al. (2012) did a study to determine the 

intrinsic value of stock prices in the IT, banking and 

pharmacy sector. The model used in the study was 

F_Score. ROA, CFO, accrual, variation in leverage, 

variation in ROA, variation in CR, equity issuance, 

variation in GM, change in AT are the various variables 

which were used for the study. The study revealed that all 

individual fundamental variables taken under study have 

P/E model and P/S model for the study. Researcher found 

that the result of EBO model signifies that BV and EPS 

has significant impact on market price of stocks, the 

results of EVC model reveals that (EVC/c)/IC)  is  

significant  determinant  of (MV/IC). The results of P/E 

model reveal that Beta, payout ratio and growth rate 

affects the PE. The results of P/B model depict that beta, 

equity capital return, percent of payout ratio and growth 

rate are the significant determinants of price to book 

value. The variables used by the researcher for the study 

were price, earnings, invested capital, BV, cost of capital, 

ROE, NPM, beta, market value, growth, sale, net 

operating income.

positive correlation with future stock returns.

Zaheeruddin and Sivakumar (2012) conducted a research 

in software industry in order to determine that what all 

factors affect and predict the market value of equity 

stocks of software industry in India. The statistical tool 

used for study was mean and the standard deviation. Risk 

and return and the fundamental factors are the two main 

variables which were used for the study. The researchers 

analysed that in recession period the IT firm has faced a 

situation  of negative returns  and  in  recovery period  

there  is  scenario  of  positive  returns. Recession and 

political anarchy present in the economy  affects  the  

market  value  of  equity stocks of software industry in 

India.

Srinivasan (2012). Various variables used by the 

researcher for the study were DPS, EPS, PE, firm size, 

BVPS and time trend. The researcher found in his study 

that DPS has a negative but significant impact on the 

share prices of manufacturing, energy and infrastructure 

sectors, and that EPS and PE are important indicators for 

manufacturing, ce sector, energy and infrastructure 

equity share prices. And the banking sector and size and 

BVPS have a significant impact on equity share prices.

Kukreja (2012) in her research revealed that academic 

qualifications are closely linked to the precision of 

transactions in the money market, the tax advantage of 

the money market, the past performance of the company 

in the money markets. The function has a noticeable 

impact on the stock market investing pattern, stock 

broker services in the money market, risk & future 

uncertainty & option, future investment size & option, 

futures stock broker services & option. Age plays a 

significant role in the financial markets, futures and 

options, life insurance. Researcher identified with the 

help of factor analysis and chi-square test. The variables 

used for the study were investment influence, convenient 

investment, investment benefit, service satisfaction, 

client service, charges and liquidity, investment, 

satisfaction of alternate choices, stock broker attitude and 

client attitude.

Limento and Djuaeriah (2013) ROE, NPM, ROA, CR, 

PBV, Inflation, DER, and GDP are the lowest indicators 

and EPS have positive impact on share price movement 

in the Indonesian market. Huh. Determinants of stock 
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price. The pooled regression model is the technique used 

to study it. The variables used by the researcher for the 

study are ROE, ROA, DER, Net Profit Margin, CR, PBV, 

Earnings per Share, inflation, GDP and risk-free rate.

Alummani (2014) analyzes that BV, EPS and PE have a 

positive impact on equity share prices, but size is 

negatively correlated with the market price of equity 

shares. DPS and DP are very few decision makers. The 

researcher investigated this with the usage of correlation 

and multiple regression. The variables used for the 

function of the study are EPS, book value, P/E ratio, DPS, 

volume (in terms of total assets) and dividend payout.

Khaparde and Bhute (2014) used cross tabulation as a 

tool for study. They identified that mostly investors 

believe that macroeconomic factors influence the 

behaviour of stock market. GDP, exchange rate, inflation, 

FII and money supply are the variables which were used 

for the study by the researchers. 

From the literature, it is clear that fundamental analysis 

play significant role in determining the value of stocks. 

The research studies reviewed here have attempted to 

examine the relationship between equity share prices and 

fundamental determinants. There are only few studies 

which have been conducted in past to identify 

fundamental determinants on the basis of industry wise as 

well as company wise in India that influences the value of 

the stock in the market. 

Hence, the fresh studies need to be conducted in regard to 

above areas of fundamental analysis. The present study is 

a humble effort in this regard.

 (a) To study the current economic of the banking 

industry by fundamental analysis through 

economy, industry and company (EIC) analysis. 

 (b) To compare the performance of banks. 

RESEARCH METHODOLOGY

Data Collection Method: The secondary methods were 

used for data collection. Data was collected form 

Newspapers, Journals, Magazines, RBI website and 

other related websites.

OBJECTIVES  OF  STUDY 

Variables used for study: Current Ratio, Debt Equity 

Ratio, Dividend Payout Ratio, Earning Retention Ratio 

and Net Profit Ratio.  

HYPOTHESES

H :  The Current Ratios of HDFC Bank and SBI are a1

significantly different. 

H :  The Debt Equity ratio of HDFC Bank and SBI are a2

significantly different.

Tools and techniques: SPSS and excel sheet have been 

used for carrying out the study. To compare the 

performance of banking companies Independent T-Test 

has been applied as the comparison is being done for two 

banks on the basis of their economic performance. 

H :  The Retention Rate of HDFC Bank and SBI are a3

significantly different.

H :  The Net Profit Margin ratio of HDFC Bank and SBI a4

are significantly different.

H :  The dividend payout ratio of HDFC Bank and SBI a5

are significantly different

ECONOMIC ANALYSIS 

INDUSTRY ANALYSIS 

In industry analysis, the banking industry of India is well 

aware of its problems and its opportunities. According to 

the RBI, the Indian banking sector is adequately and well 

regulated. The economic and financial situation of the 

world is much greater than any other country.

The  Table 2  depicts past 15 year data of economic 

factors from 2005 to 2019 which indeed help the 

investors to take better investment decision.

The above diagram shows various economic indicators 

i.e. GDP growth rate, unemployment rate, current 

account deficit, inflation rate and gross fiscal deficit. The 

graph shows that all indicator increases during the 

recession period of 2008-10, it decreases and becomes 

stable for almost 6-7 years. From 2017 it further start 

declining. This declining phase shows that it’s the best 

time to invest in banking sector for long period of time.

b) A deposit of Rs 1.06 lakh crore under Pradhan Mantri 

Jan Dhan Yojana (PMGDY).

Industrial analysis of India leads to investment / 

development, government efforts, the current banking 

crisis and the five energy analyzes. Major Investment and 

Development in Indian Banking Industry:

a) The Posts section has opened a home banking site for 

all customers in the CBS (Core Banking Solution) 

office.
e) In August 2019, the Union Finance Minister 

announced merger of 6 public sector banks with 4 

better performing banks. Andhra Bank and 

d) Transaction through Payment Integration (UPI) 

transactions in October 2019 was 1.15 billion.

c) The Government of the Market Place (GM) Union 

has entered into a MOU with the Bank of India to 

enhance payment-free and transparent payment 

methods for varied services.

Year
GDP growth 

Rate (%)
Inflation 
Rate (%)

Unemployment 
Rate (%)

Gross Fiscal 
Deficit (%)

Current Account 
Deficit (%)

2019

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

4.7

6.98

7.16

8.17

7.99

7.41

6.38

5.45

5.24

8.49

7.86

3.08

7.66

8.06

7.92

3.44

4.86

2.49

4.94

5.87

6.35

10.91

9.31

8.86

11.99

10.88

8.35

6.37

5.80

4.25

10.51

10.42

10.33

10.67

10.61

10.4

10.44

9.96

9.33

8.89

8.6

7.82

7.79

8.33

8.86

3.3

5.8

2.4

3.5

3.94

4.09

4.43

4.91

5.84

4.79

6.46

5.99

2.54

3.32

3.96

2.0

2.9

2.0

0.6

0.1

1.2

1.6

4.9

3.3

3.2

1.9

2.5

0.0

1.0

1.1

Table 2:Data of Economic Indicators
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other related websites.

OBJECTIVES  OF  STUDY 
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HYPOTHESES

H :  The Current Ratios of HDFC Bank and SBI are a1

significantly different. 

H :  The Debt Equity ratio of HDFC Bank and SBI are a2

significantly different.

Tools and techniques: SPSS and excel sheet have been 

used for carrying out the study. To compare the 

performance of banking companies Independent T-Test 

has been applied as the comparison is being done for two 

banks on the basis of their economic performance. 

H :  The Retention Rate of HDFC Bank and SBI are a3

significantly different.

H :  The Net Profit Margin ratio of HDFC Bank and SBI a4

are significantly different.

H :  The dividend payout ratio of HDFC Bank and SBI a5

are significantly different

ECONOMIC ANALYSIS 

INDUSTRY ANALYSIS 

In industry analysis, the banking industry of India is well 

aware of its problems and its opportunities. According to 

the RBI, the Indian banking sector is adequately and well 

regulated. The economic and financial situation of the 

world is much greater than any other country.

The  Table 2  depicts past 15 year data of economic 

factors from 2005 to 2019 which indeed help the 

investors to take better investment decision.

The above diagram shows various economic indicators 

i.e. GDP growth rate, unemployment rate, current 

account deficit, inflation rate and gross fiscal deficit. The 

graph shows that all indicator increases during the 

recession period of 2008-10, it decreases and becomes 

stable for almost 6-7 years. From 2017 it further start 

declining. This declining phase shows that it’s the best 

time to invest in banking sector for long period of time.

b) A deposit of Rs 1.06 lakh crore under Pradhan Mantri 

Jan Dhan Yojana (PMGDY).

Industrial analysis of India leads to investment / 

development, government efforts, the current banking 

crisis and the five energy analyzes. Major Investment and 

Development in Indian Banking Industry:

a) The Posts section has opened a home banking site for 

all customers in the CBS (Core Banking Solution) 

office.
e) In August 2019, the Union Finance Minister 

announced merger of 6 public sector banks with 4 

better performing banks. Andhra Bank and 

d) Transaction through Payment Integration (UPI) 

transactions in October 2019 was 1.15 billion.

c) The Government of the Market Place (GM) Union 

has entered into a MOU with the Bank of India to 

enhance payment-free and transparent payment 

methods for varied services.

Year
GDP growth 

Rate (%)
Inflation 
Rate (%)

Unemployment 
Rate (%)

Gross Fiscal 
Deficit (%)

Current Account 
Deficit (%)

2019

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

4.7

6.98

7.16

8.17

7.99

7.41

6.38

5.45

5.24

8.49

7.86

3.08

7.66

8.06

7.92

3.44

4.86

2.49

4.94

5.87

6.35

10.91

9.31

8.86

11.99

10.88

8.35

6.37

5.80

4.25

10.51

10.42

10.33

10.67

10.61

10.4

10.44

9.96

9.33

8.89

8.6

7.82

7.79

8.33

8.86

3.3

5.8

2.4

3.5

3.94

4.09

4.43

4.91

5.84

4.79

6.46

5.99

2.54

3.32

3.96

2.0

2.9

2.0

0.6

0.1

1.2

1.6

4.9

3.3

3.2

1.9

2.5

0.0

1.0

1.1

Table 2:Data of Economic Indicators



Figure No. 2- Graph of Economic Indicators

It is a liquidity ratio that computes a company's short-

Corporation Bank merged with Union Bank of India.  

The OBC and United Bank of India merged into 

PNB, and Syndicate Bank merged with Canara Bank.

f) NPA (immovable property) banks have received $ 

400,000 ($ 57.23 billion) over the past four years, 

including Rs 156,746 crore (US $ 22.42 billion) in 

fiscal year 1919.

g) The Government in September 2018 launched a 

payments bank, IPPB and has opened branches in 

650 districts to achieve the target of financial 

inclusion.

Current Ratio 

COMPANY ANALYSIS

Company Analysis attempts to evaluate and compare the 
economic performance of selected banks. The investor 
needs to be aware of the economic performance of a 
company to ascertain the risks and returns associated 
with specific shares that help make a rational decision to 
invest. Various ratios such as current ratio, quick ratio, 
asset turnover ratio, debt equity ratio, net profit ratio, 
earnings retention ratio and dividend payout ratio are 
used for analysis purpose.

Debt Equity Ratio 

Net Profit Ratio

CR = Current Assets / Current Liabilities 

term liabilities or its ability to pay within the year. It tells 
analysts and various stakeholders how a company can 
maximize its current assets on its balance sheet to meet its 
current liabilities or short term obligations. The ideal 
current ratio is 2: 1. It is computed as under:

DER= Total Debt / Equity 

It can be computed as under:

NPR= Net profit after tax / Net Sales*100

It is a financial ratio that reflects the relative ratio of 
shareholders' equity and debt which is used to finance the 
company's assets. In relation to leverage, the ratio is also 
referred as risk, gearing or leverage. An ideal ratio can 
range from 1 to 1.5.It can be computed as under:

Earning Retention Ratio 

Net profitability ratio is expressed as a percentage and 
therefore multiplied by 100. Net sales consist of both cash 
and credit sales, while net profit is the net operating profit, 
which means net profit before paying interest and taxes.

Retention ratio is the percentage of earnings of a 
company which are credited to the retained earnings and 
are not paid in dividends. This is in contrast to the 

ER Ratio= Net Income-Dividend / Net Income

dividend payout ratio. This is also referred as the 
plowback ratio. 

It can be calculated as follows:

Dividend Payout Ratio

It is the amount of dividends a company pays to its 
shareholders in its current income. It can be computed as 
follows:

DPR= Dividend per share (DPS) / Earning per share 
(EPS)

Table 3: Key Financial Ratios of SBI and HDFC

 

Year Current 

Ratio 

(SBI)

Current 

Ratio

(HDFC)

 
Debt 

Equity 

Ratio 

(SBI)

 

Debt 

Equity 

Ratio 

(HDFC)

 

Earning 

Retention 

Ratio 

(SBI)

Earning 

Retention 

Ratio 

(HDFC)

 

NPR 

(SBI)

NPR

(HDFC)

DPR

(SBI)

DPR

(HDFC)

2019 0.09 0.05 16.89

 
6.97

 
100.00 80.78

 
0.35

 
21.29

 
-

 
18.23

2018 0.08 0.04 15.79 8.58 100.00 100.00 -2.96 21.79 - -

2017 0.07 0.06 15.08
 

8.02
 

79.89 100.00
 

5.97
 

20.99
 

16.50
 

-

2016 0.07 0.07 14.24 8.25  79.72 80.47  6.06  20.41  17.32  18.47

2015 0.06 0.04 13.87 8.00  79.79 80.38  8.59  21.07  18.62  18.44

2014 0.03 0.06 13.34 9.36  79.44 80.62  7.98  20.61  20.56  17.96

2013 0.04 0.06 13.87
 

9.09
 

79.88 80.54
 

11.78
 

19.18
 

20.12
 

17.74

2012 0.05 0.08 13.94

 
9.04

 
79.94 80.48

 
10.99

 
18.93

 
20.06

 
17.67

2011 0.04 0.06 16.21

 

8.79

 

76.95 80.45

 

9.05

 

19.70

 

25.84

 

17.35

2010 0.04 0.03 13.75

 

8.38

 

86.20 88.76

 

10.99

 

14.77

 

20.77

 

16.43

2009 0.04 0.04 13.73

 

9.93

 

84.13 88.95

 

12.25

 

11.35

 

20.18

 

16.33

2008 0.07 0.04 12.02

 

9.15

 

84.43 83.07

 

11.85

 

12.87

 

20.17

 

16.18

2007 0.05 0.04 15.18

 

11.05

 

87.64 82.97

 

9.97

 

13.74

 

16.22

 

13.95

2006 0.05 0.04 14.86 11.39 83.82 87.25 10.79 15.63 16.72 13.30

2005 0.04 0.03 16.04 9.21 88.79 83.36 11.24 17.87 15.28 14.03

Table 4: Group Statistics  

 
Name of the Company N Mean Std. Deviation Std. Error 

Mean

Current Ratio 
SBI 15 .0547 .01767 .00456 

HDFC Bank  15 .0493 .01486 .00384 

Debt Equity Ratio 
SBI 15 14.5873 1.29041 .33318 

HDFC Bank  15 9.0140 1.14115 .29464 

Earning Retention Ratio  
SBI 15 84.7080 7.08438 1.82918 

HDFC Bank  15 85.2053 6.73259 1.73835 

Net Profit Ratio  
SBI 15 8.3267 4.42069 1.14142 

HDFC Bank  15 18.0133 3.44416 .88928 

Dividend Payout Ratio  
SBI 15 16.5573 7.20106 1.85931 

HDFC Bank 15 14.4053 6.08313 1.57066
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needs to be aware of the economic performance of a 
company to ascertain the risks and returns associated 
with specific shares that help make a rational decision to 
invest. Various ratios such as current ratio, quick ratio, 
asset turnover ratio, debt equity ratio, net profit ratio, 
earnings retention ratio and dividend payout ratio are 
used for analysis purpose.
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It is the amount of dividends a company pays to its 
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follows:
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Name of the Company N Mean Std. Deviation Std. Error 

Mean

Current Ratio 
SBI 15 .0547 .01767 .00456 

HDFC Bank  15 .0493 .01486 .00384 

Debt Equity Ratio 
SBI 15 14.5873 1.29041 .33318 

HDFC Bank  15 9.0140 1.14115 .29464 

Earning Retention Ratio  
SBI 15 84.7080 7.08438 1.82918 

HDFC Bank  15 85.2053 6.73259 1.73835 

Net Profit Ratio  
SBI 15 8.3267 4.42069 1.14142 

HDFC Bank  15 18.0133 3.44416 .88928 

Dividend Payout Ratio  
SBI 15 16.5573 7.20106 1.85931 

HDFC Bank 15 14.4053 6.08313 1.57066



Independent Samples Test

 

 

Levene's Test 

for Equality 

of Variances

 t-test for Equality of Means

 

F

 

Sig.

 

t

 

df

 

Sig. 

(2-

tailed)

 Mean 

Difference

 

Std. Error 

Difference

 

95% Confidence 

Interval of the 

Difference

 

Lower

 

Upper

 

Current 

Ratio

 

Equal 

variances 

assumed

 
.648

 

.428

 

.894

 

28

 

.379

 

.00533

 

.00596

 

-.00688

 

.01755

 

Equal 

variances 

not 

assumed

 

  

.894

 

27.201

 

.379

 

.00533

 

.00596

 

-.00690

 

.01756

 

Debt Equity 

Ratio

 

Equal 

variances 

assumed

 
.846

 

.366

 

12.531

 

28

 

.000

 

5.57333

 

.44478

 

4.66225

 

6.48442

 

Equal 

variances 

not 

assumed

 

  

12.531

 

27.587

 
.000

 

5.57333

 

.44478

 

4.66164

 

6.48503

 

Earning 

Retention 

Ratio
 

Equal 

variances 

assumed

 .000

 

.990

 

-.197

 

28

 
.845

 

-.49733

 

2.52344

 

-5.66636

 

4.67170

 

Equal 

variances 

not 

assumed
 

  

-.197
 

27.928
 

.845
 

-.49733
 

2.52344
 

-5.66697
 

4.67230
 

Net Profit 

Ratio
 

Equal 

variances 

assumed
 

.136
 

.715
 

-6.695
 

28
 .000

 
-9.68667

 
1.44695

 -
12.65060

 -6.72273
 

Equal 

variances 

not 

assumed 

  

-6.695 26.420 .000
 

-9.68667
 

1.44695
 -

12.65861 -6.71473
 

Dividend 

Payout 

Ratio 

Equal 

variances 

assumed 

.091 .765 .884 28 
.384 2.15200 2.43392 -2.83367 7.13767 

Source:- Author's own

Table 5: T-test Resuslt  

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.

H : The Earning Retention Ratio of  HDFC Bank and a3

H : The Current Ratios of HDFC Bank and SBI are a1

significantly different.

H :  The two groups have equal variances.0

H : The Debt Equity Ratio of HDFC Bank and SBI are a2

significantly different.

H : The two groups have equal variances.0

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.

H :  The Earning Retention Ratio of HDFC Bank and 03

SBI are not significantly different. 

H : The Debt Equity Ratio of HDFC Bank and SBI are 02

not significantly different.

H : The Current Ratios of HDFC Bank and SBI are not 01

significantly different.

 High value of significance (i.e. .366) associated with 

levene’s test shows that the null hypothesis is 

accepted therefore the two groups have equal 

variances. Therefore the statistic in connection with 

equal variances assumed is used for the t test for 

equality of means. The p value here is 0.000 which is 

less than 0.05. Therefore alternate hypothesis (Ha2) 

is accepted and null hypothesis (H02) is rejected 

which means there is significant difference of debt 

Equity Ratio between HDFC Bank and SBI.

 High value of significance (i.e. 0.428) associated 

with levene’s test shows that the null hypothesis is 

accepted therefore the two groups have equal 

variances. Therefore the statistic in connection with 

equal variances assumed is used for the t test for 

equality of means. The p value here is 0.379 which is 

higher than 0.05. Therefore alternate hypothesis 

(Ha1) is rejected and null hypothesis (H01) is 

accepted which means there is no significant 

difference of Current Ratio between HDFC Bank 

and SBI.

 High value of significance (i.e. .715) associated with 

levene’s test shows that the null hypothesis is 

accepted therefore the two groups have equal 

variances. Therefore the statistic in connection with 

equal variances assumed is used for the t test for 

equality of means. The p value here is 0.000 which is 

less than 0.05. Therefore we accept alternate 

hypothesis (Ha4) and reject null hypothesis (H04) 

which means there is significant difference of Net 

Profit Ratio between HDFC Bank and SBI.

SBI are significantly different. 

H :  The Dividend Payout Ratio of HDFC Bank and SBI a5

are significantly different. 

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.

H :  The two groups have equal variances.0

H :  The two groups have equal variances.0

 High value of significance (i.e. .990) associated with 

levene’s test shows that the null hypothesis is 

accepted therefore two groups have equal variances. 

Therefore the statistic associated with equal 

variances assumed would be used for the t test for 

equality of means. The p value here is 0.845 which is 

higher than 0.05. Therefore we reject alternate 

hypothesis (Ha3) and accept null hypothesis (H03) 

which means there is no significant difference of 

Earning Retention Ratio between HDFC Bank and 

SBI.

H :  The Net Profit Ratio of HDFC Bank and SBI are not 04

significantly different. 

H :  The Net Profit Ratio of HDFC Bank and SBI are a4

significantly different. 

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.

H :  The Dividend Payout Ratio of HDFC Bank and SBI 05

are not significantly different. 

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.
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 t-test for Equality of Means

 

F

 

Sig.

 

t

 

df

 

Sig. 

(2-

tailed)
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Difference

 

Std. Error 

Difference

 

95% Confidence 

Interval of the 

Difference
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Upper

 

Current 

Ratio

 

Equal 

variances 

assumed

 
.648

 

.428

 

.894

 

28

 

.379

 

.00533

 

.00596

 

-.00688

 

.01755

 

Equal 

variances 

not 

assumed

 

  

.894

 

27.201

 

.379

 

.00533

 

.00596

 

-.00690

 

.01756

 

Debt Equity 

Ratio

 

Equal 

variances 

assumed

 
.846

 

.366

 

12.531

 

28

 

.000

 

5.57333

 

.44478

 

4.66225

 

6.48442

 

Equal 

variances 

not 

assumed

 

  

12.531

 

27.587

 
.000

 

5.57333

 

.44478

 

4.66164

 

6.48503

 

Earning 

Retention 

Ratio
 

Equal 

variances 

assumed

 .000

 

.990

 

-.197

 

28

 
.845

 

-.49733

 

2.52344

 

-5.66636

 

4.67170

 

Equal 

variances 

not 

assumed
 

  

-.197
 

27.928
 

.845
 

-.49733
 

2.52344
 

-5.66697
 

4.67230
 

Net Profit 

Ratio
 

Equal 

variances 

assumed
 

.136
 

.715
 

-6.695
 

28
 .000

 
-9.68667

 
1.44695

 -
12.65060

 -6.72273
 

Equal 

variances 

not 

assumed 

  

-6.695 26.420 .000
 

-9.68667
 

1.44695
 -

12.65861 -6.71473
 

Dividend 

Payout 

Ratio 

Equal 

variances 

assumed 

.091 .765 .884 28 
.384 2.15200 2.43392 -2.83367 7.13767 

Source:- Author's own

Table 5: T-test Resuslt  

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.

H : The Earning Retention Ratio of  HDFC Bank and a3

H : The Current Ratios of HDFC Bank and SBI are a1

significantly different.

H :  The two groups have equal variances.0

H : The Debt Equity Ratio of HDFC Bank and SBI are a2

significantly different.

H : The two groups have equal variances.0

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.

H :  The Earning Retention Ratio of HDFC Bank and 03

SBI are not significantly different. 

H : The Debt Equity Ratio of HDFC Bank and SBI are 02

not significantly different.

H : The Current Ratios of HDFC Bank and SBI are not 01

significantly different.

 High value of significance (i.e. .366) associated with 

levene’s test shows that the null hypothesis is 

accepted therefore the two groups have equal 

variances. Therefore the statistic in connection with 

equal variances assumed is used for the t test for 

equality of means. The p value here is 0.000 which is 

less than 0.05. Therefore alternate hypothesis (Ha2) 

is accepted and null hypothesis (H02) is rejected 

which means there is significant difference of debt 

Equity Ratio between HDFC Bank and SBI.

 High value of significance (i.e. 0.428) associated 

with levene’s test shows that the null hypothesis is 

accepted therefore the two groups have equal 

variances. Therefore the statistic in connection with 

equal variances assumed is used for the t test for 

equality of means. The p value here is 0.379 which is 

higher than 0.05. Therefore alternate hypothesis 

(Ha1) is rejected and null hypothesis (H01) is 

accepted which means there is no significant 

difference of Current Ratio between HDFC Bank 

and SBI.

 High value of significance (i.e. .715) associated with 

levene’s test shows that the null hypothesis is 

accepted therefore the two groups have equal 

variances. Therefore the statistic in connection with 

equal variances assumed is used for the t test for 

equality of means. The p value here is 0.000 which is 

less than 0.05. Therefore we accept alternate 

hypothesis (Ha4) and reject null hypothesis (H04) 

which means there is significant difference of Net 

Profit Ratio between HDFC Bank and SBI.

SBI are significantly different. 

H :  The Dividend Payout Ratio of HDFC Bank and SBI a5

are significantly different. 

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.

H :  The two groups have equal variances.0

H :  The two groups have equal variances.0

 High value of significance (i.e. .990) associated with 

levene’s test shows that the null hypothesis is 

accepted therefore two groups have equal variances. 

Therefore the statistic associated with equal 

variances assumed would be used for the t test for 

equality of means. The p value here is 0.845 which is 

higher than 0.05. Therefore we reject alternate 

hypothesis (Ha3) and accept null hypothesis (H03) 

which means there is no significant difference of 

Earning Retention Ratio between HDFC Bank and 

SBI.

H :  The Net Profit Ratio of HDFC Bank and SBI are not 04

significantly different. 

H :  The Net Profit Ratio of HDFC Bank and SBI are a4

significantly different. 

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.

H :  The Dividend Payout Ratio of HDFC Bank and SBI 05

are not significantly different. 

 The levene’s test helps in judging that which statistic 

is to be considered. It studies the following null 

hypothesis.



SCOPE OF STUDY 

H :  The two groups have equal variances.0

 High value of significance (i.e. .765) associated with 

levene’s test shows that the null hypothesis is 

accepted therefore the two groups have equal 

variances. Therefore the statistic in connection with 

equal variances assumed is used for the t test for 

equality of means. The p value here is 0.384 which is 

higher than 0.05. Therefore alternate hypothesis 

(Ha5) is rejected and null hypothesis (H05) is 

accepted which means there is no significant 

difference of Dividend Payout Ratio between HDFC 

Bank and SBI.

FINDINGS AND RECOMMENDATIONS

4. Substitutes of banks like government securities, 

mutual funds, NBFCs and T-bills are available.

3. Banks have to adhere to numerous regulatory 

standards formed by RBI. 

6. Debt equity ratio and Net profit ratio of both banks 

are significantly different from each other. Therefore 

it plays an important role in studying the company 

analysis of banking sector. Although other ratios of 

both banks are not significantly different.

1. All indicators of economic analysis increases during 

the recession period of 2008-10, it decreases and 

becomes stable for almost 6-7 years. From 2017 it 

further started declining. This declining phase shows 

that it’s the best time to invest in banking sector for 

longer period of time.

2. Now a day almost all banks like to disseminate 

requisite information very smoothly by way of 

internet and mobile banking to their clients. 

5. It is a must to take the consent of RBI before setting 

up of a new bank. 

The study covers the data for past 15 years and includes 

the comparison of financial performance of two banks 

due to time and resources constraints Moreover only five 

ratios of profitability measurement are used for 

comparison. 
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