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Abstract 

The introduction of Unified Payments Interface (UPI) has revolutionized the Indian digital payment system 

and changed the paradigms of operations within banks and other financial institutions. Therefore, this 

research aims to analyze how the adoption of the new payment interface has influenced the profitability and 

growth of HDFC Bank, one of the largest private banks in India. To achieve the objective, secondary data 

was gathered from annual reports, financial statements, and relevant literature. The analysis focused on the 

implications of adopting UPI for the bank's profitability, efficiency, and competitive advantage. 

Secondary data was collected from the bank's annual report, financial statements, and scholarly articles. 

Specifically, profitability was measured using the net profit indicator. In addition, return on assets was used 

as an indicator of the efficiency of the bank's operations. Finally, growth was estimated using the volume of 

digital transactions. While the increase in the number of UPI-based transactions reduced the sources of the 

bank's income, the growth in transaction volume allowed for achieving more significant gains in terms of 

acquiring customers and operational efficiency. 

I. INTRODUCTION  

The Indian banking system has experienced rapid changes as a consequence of technology integration and 

increased use of smart phones. The HDFC Bank has introduced state-of-the-art technology that aims at 

making customer satisfaction and improved efficiency the key priorities. UPI payment service has 

significantly changed the banking industry because it allows performing instant money transfer operations. 
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Therefore, banking has changed from an activity performed within a physical branch to digital operations. 

In turn, the introduction of a zero MDR policy has decreased the revenue obtained from customers using 

UPI services. As a consequence, banks have started to implement new strategies based on cross-selling and 

customer retention programs. Digital payments have seen further development as companies introduce such 

solutions as QR code payments and international UPI service. The HDFC Bank is one of those institutions 

that actively develop their digital bank services using technologies. 

Statement of the problem  

The rapid adoption of UPI has increased digital transactions while reducing banks' direct fee-based income 

due to the zero MDR policy. This creates challenges for HDFC Bank in maintaining profitability despite 

higher transaction volumes. Existing research provides limited evidence on UPI's impact on the financial 

performance of individual banks. Understanding how UPI affects profitability, revenue, and customer 

growth is essential for strategic decision-making. Therefore, this study examines the impact of UPI on the 

profitability and growth of HDFC Bank. 

Research Objectives & Hypotheses 

Objectives: 

 1. To analyze the growth and adoption of UPI in India and its impact on digital payment behavior in the 

banking sector. 

  2. To examine the relationship between digital payment trends and the long-term growth of     HDFC Bank 

using ratio and trend analysis. 

Significance of the Study 

The study is useful in analyzing the effect of UPI integration on the profitability and growth of HDFC Bank. 

This will enable an analysis of how digital payments contribute to the revenue stream and acquisition of 

customers. The results of the study will enable bank management in devising strategies that will facilitate 

digital banking operations. In addition to this, the study will add value to the field of academic literature on 

digital payments and banking performance. 

Scope and Limitations 

This research is concerned with examining the impact of UPI on the profitability and growth of HDFC Bank 

through the use of appropriate financial and operating data. Limitations: This research is specific to HDFC 

Bank alone and there is no comparison with any other banks. The results are obtained from secondary data 

that may change depending on future policies related to UPI. 
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II. REVIEW OF LITERATURE 

1. Sharma (2018)   In an attempt to measure the effects of the digital payments mode, especially UPI, on 

banking efficiency in India, Sharma (2018) carried out a study. The study found that the digital payments 

mode, in particular UPI, improved efficiency by reducing the transaction process period and reducing 

operating costs for banks.  

2. Gupta and Arora (2019) In the same line of research, Gupta and Arora (2019) looked into the adoption 

of digital transaction modes, specifically UPI, in urban areas of India. Ease of use, trust, and security proved 

to be some of the important determinants of adoption.  

3. Singh (2020) examined the use of UPI in facilitating financial inclusion. According to the study, UPI 

helped gain access to banking in rural and semi-urban regions. It also aided in decreasing reliance on cash 

transactions. In addition, the study identified its role in helping to enlarge customer bases for banks such as 

HDFC Bank 

Research Design 

This study adopts a descriptive and analytical research design to examine the impact of UPI adoption on 

the profitability and growth of HDFC Bank. 

The descriptive approach is used to present trends in UPI usage and financial performance, while the 

analytical approach helps in evaluating relationships between UPI growth and profitability indicators. The 

study relies on quantitative analysis of financial data over a defined period. 

Sampling Technique: 

The study uses a non-probability purposive sampling method, focusing specifically on HDFC 

Bankasthesampleunit. 

The sample size is limited to one bank, selected due to its strong digital presence and relevance in UPI 

adoption. 

Data Collection Methods 

Data type: Secondary Data                                            

Data Source: The study is based on secondary data collected from HDFC Bank Annual Reports, RBI 

reports, NPCI reports, research journals, and published articles. 

Hypotheses 

 H₁: UPI adoption has a significant positive impact on the profitability of HDFC Bank. 

http://www.ijsrem.com/
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Analytical Tools Used 

• Descriptive Statistics (Mean, Percentage, Standard Deviation) to summarize data  

• Trend Analysis to study changes in UPI transactions and profitability over time  

•  Ratio Analysis to evaluate financial performance (ROA, ROE, NIM, etc.)  

•  Correlation Analysis to examine the relationship between UPI adoption and profitability indicators  

•  Regression Analysis  

IV. DATA ANALYSIS 

Year  Transaction value Growth Rate Trend analysis 

2019 10.79   100 

2020 22.33 107% 207 

2021 45.97 106% 926 

2022 74.04 61% 686 

2023 117.61 59% 1089 

2024 172.21 46% 1596 

 

Interpretation: There is a clear indication of an upward trend in the total value of transactions from the 

base year (100 in 2019) up to 1596 in 2024, demonstrating a massive increase in digital transactions. 

Although there are some variations in the intervening periods, the trend demonstrates an expansion in the 

business operations. In general, the trend indicates a consistent growth path for the transactions. 

Correlation analysis: 
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2022 74.04 61%   

2023 117.61 59%   
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Regression analysis:  

Year  Transaction volume  Growth rate  Percentage  

2019 10.73     

2020 22.33 107% 28.20% 

2021 45.97 106% 27.90% 

2022 74.04 61% 16.00% 

2023 117.61 59% 15.50% 

2024 172.21 46% 12.10% 

Summary output  

Regression 
Statistics   

Multiple R 0.999994441 

R Square 0.999988882 

Adjusted R Square 0.999985176 

Standard Error 0.001101658 

Observations 5 

ANOVA  

  df SS MS F Significance F 

Regression 1 0.327476359 0.327476359 269827.5973 1.57339E-08 

Residual 3 3.64095E-06 1.21365E-06     

Total 4 0.32748       

 

 

 

 

Interpretation:  According to the regression analysis, there's a very strong positive link between the 

independent and dependent variables. With an R Square value of 0.999989, about 99.99% of the variation in 

the dependent variable is explained by the model. Plus, the p-value for the X variable is 1.57E-08, way 

below 0.05. So, the findings show that this relationship isn't due to chance but is statistically significant. 

Thus, we accept the research hypothesis because changes in the independent variable clearly affect the 

dependent variable posit. 

 

 

 

2024 172.21 46%   

  Coefficients 
Standard 

Error t Stat 
P-

value 

Intercept 0.003 0.00154 1.81517 0.1671 

X 
Variable 1 3.787 0.00729 519.449 2E-08 
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V. FINDINGS, SUGGESTIONS, AND CONCLUSIONS 

FINDINGS:  

1. There is an exponential increase in the acceptance and usage of the Unified Payments Interface 

(UPI) in India, where it has become the favored medium of making digital payments because of its user-

friendliness and fast pace. 

2. It has been noted that increased digital payments in the form of UPI payments have positively 

impacted the long-run growth of HDFC Bank by expanding the customer base and transaction volumes. 

3. There have been both positive and negative effects of adopting UPI on HDFC Bank’s profitability as 

the bank lost some money through transactions 

SUGGESTIONS: 

Cross selling of financial products like loan products, insurance products, and investment products should 

be done by HDFC Bank on its UPI payment platform with the help of data analytics and AI-based 

personalization. In addition, fintech companies could be partnered with to make their digital offerings even 

better and enhance customer experience. These measures will result in an increase in non-interest income 

and profitability of the bank. 

CONCLUSION: 

It is important to state that UPI can be considered to be not only a transaction platform but also a tool for 

digital transformation. Nowadays, the field of banking undergoes significant changes, and it is essential for 

any bank, including HDFC Bank, to adopt innovative solutions. 
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