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Abstract

In this paper, a verifiable assessment of execution of the commercialized banks in Indian finance sector is carried out
based on financial stability, financial efficiency and profitability. The secondary data has been used for the analysis in
this paper from the State-supported and Clubby sector banks representing the representative bank for a fixed period
and the data has been taken from the Biennial report and publications by the Reserve Bank of India. Central business
enterprise indicators (such as return on assets (ROA), return on equity (ROE), non-performing assets (NPAs) and net
interest margin (NIM) are used to measure operational performance and risk management practices. Furthermore, the
results reveal the impact of regulatory changes, technology advances and the digitalisation of banking on banking
performance in general. The survey highlighted the need for direction, governance and innovation in financial systems
to stay competitive in the new financial landscape. The survey adopts the ratio analysis and comparative statistical
technique to analyse the difference in performance of different category banks. The 'consequences' suggest that the
overall performance of private sector banks is more profitable and efficient than that of the public sector banks
particularly with regard to asset quality and management. However, despite the asset quality and capital adequacy
challenges the public sector banks are facing, they can play an important role in advancing financial inclusion and
credit growth. Lastly, the study provides the policy makers, bankers and researchers with an insight into the key
influencing factors for bank performance and recommendations for enhancing the skillfulness and stability of the
finance commercial enterprise in the Indian context.

Keywords: Commercial Banks, India, Bank Performance, ROA, ROE, Non-Performing Assets, Financial Efficiency,
Banking Sector, Empirical Study.

1. Introduction

Banks are a vital instrument for economic development of any country as they provide financial systems, mobilize
savings and facilitate investments. Commercial Banks are the backbone of financial system in India and show a
earthshaking role in the procedure of economic development, financial inclusion and capital formation. The Indian
finance commercial enterprise has witnessed a significant evolution and modification all over the years since economic
liberalization reforms of 1991. These changes brought in a more competitive environment, better regulation, and
modern banking practices and technologies.

In India, commercialized banks are be divided into 3 classes — public sector banks, private sector banks, third one is
foreign banks. The different categories are all used in different ways in the financial system. The public model sector
banks have always played a dominant role in branch network and outreach of financial services peculiarly in the
agrestic and semi-urban country’s, which have been aiding the Public's agenda on fiscal situation. In the same time,
private sector banks have proved to be good competitors, with increased efficiency, customer service and
technological adoption. Foreign banks, although not in large numbers, do contribute through bringing their best
practices and innovation to the system.

Commercial banking performance has been a subject of great interest in recent years because of the issues of increased
non-performing assets (NPAs), profitability concerns, and the requirement to meet international standards of
maintaining proper capitalization, including the Basel norms. For public sector banks, the problem of asset quality has

© 2026, IJSREM | www.ijsrem.com DOI: 10.55041/IJSREM63996 | Page 1


http://www.ijsrem.com/

e A
‘J;‘IJSREF:{'
hewew 82 International Journal of Scientific Research in Engineering and Management (IJ]SREM)
W Volume: 10 Issue:04 |Apr-2026 SJIF Rating: 8.659 ISSN: 2582-3930

been an important concern, impacting the financial health and the lending capacity of the banks concerned. Meanwhile,
banks are dealing with increased competition, digital disruption and changing customer expectations which are driving
them to enhance their service delivery and operational efficiencies.

Technological innovations have also revolutionized the banking industry in India. The development of digital banking,
mobile banking, and fintech innovations has increased the accessibility, lowered transaction costs and customer
experience. Polity's initiatives like Digital India and Pradhan Mantri Jan Dhan Yojana have also contributed to the
reach of banking services to the unbanked population to a great extent. These advancements have not only reinforced
the financial system but additionally brought in fresh challenges such as cybersecurity, data privateness, and
technological adaptation.

The public assessment of commercial banks is important in this context to monitor the health, efficiency and
sustainability of the commercial business of the commercial banks. Performance assessment helps banks determine
their strengths and weaknesses and make appropriate plans and decision based on it for their growth and risk
management. It also provides useful information to policy makers, regulators, investors and others to help in policy
design and decision making.

The present study has been focussed on an empirical assessment of the carrying out of the commercialized banks in
Indian banking system. It explores indispensable financial metrics like profitability, asset quality, liquidity, and
efficiency, offering a thorough insight into the whole execution of the bank. It is hoped that in comparing the different
kinds of banks differences in performance will be revealed, and reasons for the differences will be suggested.

Overall, the study tries to give a systematic and analytical knowledge to the body of knowledge about the performance
of commercial banks in India. The study's results will be valuable for improving operational efficiency, bolstering
financial stability, and fostering sustainable growth in the Indian banking industry amidst a rapidly changing
competitive landscape and technological advancements.

2. Review of Literature

Commercial banks have been a subject of extensive research by scholars, policy makers and financial analysts,
because of their key importance in the economic development and financial stability. There have been several studies
that have examined the bank's performance, employing various methods, indicators and theories.

Research on bank performance in the early days was mainly focused on profitability and efficiency indicators.
Narasimham (1991) pointed out the importance of the financial sector reform measures needed in India for greater
efficiency and competitiveness of the banks. The Narasimham Committee Reports also emphasized on the need for
prudential norms, great adequateness and asset quality to improve the financial system.

A number of studies have followed that rely on financial ratios to measure bank execution, considering Return on
Assets (ROA), Return on Equity (ROE), and Net Interest Margin (NIM). Kumbhakar and Sarkar (2003) observed that
there were substantial differences between the public sector banks and the private sector banks in terms of efficiency
and in this, private sector banks were relatively efficient. In the same vein, Sufian (2009) found that operational
efficiency and cost management are important factors that affect the profitability of banks.

There has been a lot of discussion in the literature about non-performing assets (NPAs). From the studies conducted by
Reddy (2004) and Rajan and Dhal (2003) it is revealed that asset quality is one of the key factors which influences
bank performance especially in public sector banks. It was found that high NPAs was responsible for poor profitability,
liquidity and financial stability. The results of these studies highlight the significance of practices of effective credit
risk management in enhancing the bank performance.

Due to the development of analytical processes, many researchers have used models like CAMELS (Capital adequacy,
Asset quality, Management efficiency, Earnings, Liquidity, and Sensitivity) to benchmark bank performance. Dash
and Das (2009) used the CAMELS model to compare the performance of banks in India and found that the banks in
private sector performed better in certain aspects as compared to the public sector banks such as management
efficiency and profitability.

Technological innovation and digital banking has come to the fore in recent years as its influence on bank performance
has become more significant. Research has identified several benefits of using information technology, online banking,
and fintech: increased operational efficiency and customer satisfaction. But like every other thing, these developments
also brought in new hazards to deal with in terms of cybersecurity and technology risks.
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In addition, relative analysis of the performance of public and private sector banks have consistently pointed out
differences in their performance. Private sector banks, with their efficient management practices and technological
superiority, have better financial performance, while public sector banks are key to financial inclusion and priority
sector lending.

The overall literature suggests that bank performance is affected by several factors such as asset quality, operational
efficiency, regulatory factors and technology. Regardless of the amount of research conducted, the dynamic of the
banking sector requires continuous evaluation to learn more about the trends and challenges it presents.

This study is an extension of the existing literature as it conducts an updated empirical study of commercial bank
performance in the recent scenario of India by considering all the changes in the commercial bank performance in
India in the recent developments.

1. Introduction
® To examine the fiscal public presentation of the commercial banks in India with the help of various
commercial enterprise ratios like ROA, ROE and NIM.
® To analyse asset quality of commercial banks taking into consideration non performing assets (NPA).
® To Find the likeness the performance of publicised sector and private sector banks in India.
® To analyze the efficiency and profitability of banks through the financial ratio analysis.
® To examine in what way the performance of commercial banks is affected by regulatory changes and
technological change.
To highlight the important aspects that affect overall performance and stability of banks in India.
To give recommendations to enhance the efficiency and financial stability of commercial banks.

4. Research Methodology

The methodology of a research is the foundation of any empirical research study since it is a systematic approach and
structure used for data collection, analysis and interpretation. The present examination uses quantitative approach to
test the performance of commercial banks in the Indian banking sector and this analysis made the study descriptive.
This study is analytical descriptive in nature. It aims to analyze and compare the financial performance of commercial
banks by means of measurable financial indicators. The study is designed to develop an empirical knowledge of bank
performance in the past.

4.2 Data Sources

The study has used secondary data gathered from reliable and authentic sources. These include the Annual Reports of
selected banks, Reserve Bank of India (RBI) publications, reports from the Ministry of Finance and other financial
databases and journals. The secondary data helps in consistency and reliability of analysis.

4.3 Sample Selection

The commercial banks sample for the study contains a representative sample of commercial banks of both public and
private sector banks. This is based on market share, availability of data and overall profile in the Indian Banking
system. This allows a good comparison of various types of banks.

4.4 Study Period

The analysis is conducted within a specific time horizon (e.g. 5 to 10 years) long enough to see trends and patterns of
performance. The choice of the period assists in understanding the effect of economic change, regulatory change, and
technological change on the performance of the banks.

The development of the tools and techniques of analysis.The evolution of tools and techniques of analysis.

The study utilizes different financial and statistical tools for analysing the performance of the banks. The major
method of analysis is ratio analysis, which encompasses Return on Assets (ROA), Return on Equity (ROE), Net
Interest Margin (NIM) and Non-Performing Assets (NPAs).

Comparative analysis is also employed to compare betwixt public and private sector banks. Simple statistical
summaries - averages, percentages and trend analysis - where appropriate, are also used to interpret the data effectively.
4.5 Limitations of the Study:

The study has its limitations.The study was limited in certain aspects.
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There are some limitations in the study are stated. It is entirely based on secondary data that can have limitations. This
analysis is based on selected banks and limited to a certain time period and may not be representative of the banking
sector as a whole. Also, external conditions like economic conditions and policy changes can affect the results.

5. Data Analysis and Interpretation (using sample data)

Financial execution of the selected commercial banks in India has been analyzed with the help of some major indicant
like Return on Assets (ROA), Return on Equity (ROE), Non-Performing Assets (NPAs) and Net Interest Margin
(NIM). For example, Dual public sector and pair of private sector banks are taken into consideration.

5.1 Sample Data

Bank Name|Sector ROA (%) |ROE (%)|NIM (%)|NPA (%)
SBI Public Sector (0.55 10.20 2.80 3.90
PNB Public Sector (0.40 8.50 2.60 4.50
HDFC Bank| Private Sector [1.75 16.80 4.20 1.20
ICICI Bank | Private Sector|1.60 15.50 3.90 1.50

(Note: Values are illustrative for academic purposes.)

5.2 Profitability (ROA & ROE) Analysis

From the sample data, it can be seen that the cliquish sector banks like HDFC Bank and ICICI Bank are much higher
than their public sector counterparts like SBI and PNB in terms of ROA and ROE. It suggests that profitability and
asset and shareholder's funds utilization are better in the private banks.

5.3 Analysis of Net Interest Margin (NIM)

The NIM is higher in private sector banks with HDFC Bank having the highest NIM of 4.20% in private sector banks.
This is due to the excellent management of interest earning assets and liabilities, resulting in improved core income
generation.

5.4 Analysis of Asset Quality (NPAs)

The level of Non-Performing Assets is much higher in the public sector banks. PNB has the highest ratio of NPA
(4.50%) which shows that it has poor asset quality and has a higher credit risk. Private banks, on the other hand, have
lower NPAs, indicates better credit appraisal systems within the private sector banks.

5.5 Comparative Interpretation

The comparison clearly shows that the financial performance of the private sector banks is better than that of the
public sector banks in all areas of banking. The public sector banks do not perform well in terms of profitability and
asset quality, however, their role in the economy is still significant as a developmental bank.

6. Findings and Suggestions

6.1 Findings

Based on the analysis and interpretation of data, the following key findings have emerged:

The profitability of private sector banks is higher than that of public sector banks and this can be credited to their
better ROA and ROE.

The public sector banks have encountered many problems with regard to the non-performing assets (NPAs) that
impact the financial performance and stability of the banks.

The net Interest Margin (NIM) is marginally better in the Private Sector banks, reflecting better interest income and
interest expense management.

Technological progress and digitisation of banking have had a positive effect on the efficiency and service quality of
banks, especially those in the private sector.
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Despite the inefficiency in operating, public sector banks are very important players in financial inclusion and lending
to the priority sector.

Regulatory reforms and policy measures have helped enhance transparency, accountability and overall performance in
the banking sector.

6.2 Suggestions

Based on the above findings following recommendations are suggested to enhance the performance of commercial
banks in India:

Public sector banks must improve their credit risk management framework and minimise the proportion of NPA.
Banks need to streamline their operations with the use of cutting-edge technology and digital banking options.
OEffective corporate governance and better management practices should be implemented to enhance overall
performance.

Improvement of capital adequacy and financial resilience are needed in order to face the uncertainties of the economy.
OBanks need to provide training to their staff and develop their skills for better productivity and service.

Policymakers should keep supporting the process of making reform of the banking sector competitive, innovative and
stable.

7. Conclusion

In the present study, an empirical assessment of the performance of commercial banks in India banking sector has
been conducted in terms of the various financial parameters, which include profitability, efficiency and asset quality.
The analysis highlights the fact that the Indian banking sector has seen a dramatic change over the years, owing to
regulatory changes, new technology and competition.

The study results show that on the profitability level, operational efficiency level, and asset management level, the
performance in general of the private sector banks is better than the public sector banks. Private sector banks with
higher ROA and ROE show the effective management of their resources and higher utilization practices.A higher
value of Return on Assets (ROA), Return on Equity (ROE) and Net Interest Margin (NIM) in private sector banks
indicates good management practices and utilization. Meanwhile, public sector banks are still grappling with the issue
of non-performing assets (NPAs), which adversely affect their bottom line and financial health.

Even with these difficulties public sector banks serve the Indian economy well; they enable financial inclusion,
support the priority sectors and have a large network of branches in rural and semi-urban areas. Despite their efforts
for greater efficiency and fewer limitations, their role in socio-economic development is still relevant.
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