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ABSTRACT

The banking sector plays a crucial role in the economic growth of a country, and its financial performance is a key indicator of economic stability. This study
provides a comparative analysis of income positions between public sector banks (SBI - State Bank of India) and private sector banks (HDFC Bank) in Telangana
State after the COVID-19 pandemic (post-2019). The research examines key financial indicators such as Net Interest Margin (NIM), Return on Assets (ROA),
Operating Profit to Total Working Fund, and Total Interest Income to Total Working Funds to assess the profitability and financial performance of these banks.
Using secondary data from financial reports, statistical tools such as T-tests are applied to determine the significance of differences between the financial positions
of these banks. This study provides valuable insights for policymakers, banking professionals, and investors regarding the post-pandemic recovery of public and
private banks in Telangana.
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Introduction

The banking sector is a crucial component of any economy, facilitating financial stability, credit distribution, and economic growth. In India, banks are
broadly categorized into public sector banks (PSBs) and private sector banks (PVBs), with each playing a distinct role in the financial ecosystem. Public
sector banks, such as the State Bank of India (SBI), operate under government control and focus on financial inclusion, priority sector lending, and
economic development. In contrast, private sector banks, such as HDFC Bank, prioritize profitability, operational efficiency, and market-driven financial
services.

The COVID-19 pandemic (2019-2020) significantly impacted the banking sector, causing disruptions in credit demand, loan defaults, and liquidity
management. Both SBI and HDFC Bank faced challenges in managing non-performing assets (NPASs), interest income, and profitability. However, the
ability of private banks like HDFC to maintain higher efficiency and adaptability has often led to better financial performance compared to public sector
banks like SBI, which face regulatory constraints and government-mandated policies.

This study aims to provide a comparative analysis of the income positions of SBI and HDFC Bank in Telangana State, focusing on key financial indicators
such as Net Interest Margin (NIM), Return on Assets (ROA), Operating Profit to Total Working Fund, and Total Interest Income to Total Working Funds.
By analyzing post-COVID financial trends, this research seeks to evaluate the profitability, efficiency, and overall financial health of both banks and
provide insights into the challenges and opportunities for public and private sector banking in Telangana.

Objectives of the Study

®  Toanalyze and compare the overall profitability of SBI and HDFC Bank after the COVID-19 pandemic.
®  Toexamine changes in key financial indicators such as NIM, ROA, and Interest Income for both public and private sector banks.

e  To identify the factors influencing profitability in both public and private banks in Telangana.
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Significance of the Study

This study is significant for policymakers, banking professionals, investors, and researchers as it provides valuable insights into the financial resilience
of public and private banks in Telangana post-COVID. Understanding the performance of SBI and HDFC Bank can help in making informed decisions
regarding banking reforms, investment strategies, and financial regulations to ensure sustainable banking operations in the region.

Review of Literature

A literature review provides an understanding of past research and theoretical frameworks related to the income positions and financial performance of
public and private sector banks. Several studies have analyzed the profitability, efficiency, and financial stability of banks, particularly in the post-COVID
era. This section highlights relevant studies on Net Interest Margin (NIM), Return on Assets (ROA), Total Interest Income, and other financial indicators
affecting public and private banks, with a focus on SBI and HDFC Bank in the Indian banking sector.

1. Comparative Performance of Public and Private Sector Banks

Kumar & Singh (2021) analyzed the financial performance of Indian public and private sector banks and found that private sector banks consistently
outperformed public banks in terms of Net Interest Margin (NIM) and Return on Assets (ROA) due to their customer-centric approach and better risk
management. Their study highlighted that public sector banks, including SBI, faced challenges related to higher NPAs and lower profit margins.

Sharma & Gupta (2022) conducted a study on post-pandemic banking performance and concluded that private banks like HDFC Bank adapted faster to
digital banking and credit risk management, leading to a quicker financial recovery. In contrast, SBI and other PSBs struggled with government-imposed
lending policies and weaker profitability metrics.

2. Impact of COVID-19 on Banking Profitability

RBI Financial Stability Report (2021) indicated that public sector banks saw a decline in Net Interest Margin (NIM) due to increased provisions for non-
performing assets (NPAs) post-COVID. The report stated that SBI, being a government-owned bank, had to provide relief measures, affecting its income
position. However, private banks like HDFC Bank maintained stable financials by focusing on high-yield retail lending.

Patel et al. (2021) analyzed the profitability trends of Indian banks during and after COVID-19 and found that public banks had lower Return on Assets
(ROA) compared to private banks due to government-directed loans and moratoriums. Their study emphasized that HDFC Bank maintained better capital
adequacy and profitability, whereas SBI faced liquidity stress due to loan restructuring programs.

3. Financial Indicators of Bank Profitability

Das & Mishra (2020) examined the impact of Total Interest Income to Total Working Funds and found that private banks tend to generate higher interest
income per unit of assets compared to public banks. Their findings support the argument that HDFC Bank has better asset utilization and interest income
generation than SBI.

Choudhary & Mehta (2022) compared Operating Profit to Total Working Fund between SBI and private banks and found that private banks generate
higher operating profit margins due to their cost efficiency and better lending policies. SBI, despite having a large customer base, struggled with low
margins due to priority sector lending.

4. Statistical Analysis of Banking Performance

Verma & Reddy (2023) applied T-tests and regression analysis to compare public and private banks' profitability and concluded that private banks showed
statistically significant higher profitability. Their study found that HDFC Bank had a higher mean Return on Assets (ROA) and Net Interest Margin
(NIM) compared to SBI, confirming the superior financial performance of private sector banks.

RBI Reports (2023) highlighted that private banks have consistently maintained better financial health, with lower NPAs and higher asset productivity.
The report also emphasized that public banks, including SBI, have improved but still lag behind private players like HDFC Bank in profitability and
operational efficiency.

Research Gap

Despite extensive research on banking profitability in India, there is limited literature that focuses specifically on SBI and HDFC Bank in Telangana post-
COVID. While several studies have compared public and private banks at a national level, state-specific analysis is lacking. This study aims to bridge
this gap by providing an in-depth financial comparison of SBI and HDFC Bank in Telangana, helping stakeholders make informed decisions based on
local banking trends.
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Analysis of Data from 2020-2023

This analysis aims to evaluate and compare the financial performance of State Bank of India (SBI) and HDFC Bank from 2020 to 2023, focusing on key
metrics such as Net Interest Margin (NIM), Return on Assets (ROA), and Profit After Tax (PAT). The data is sourced from available financial reports
and studies.

1. Net Interest Margin (NIM):

NIM measures the difference between the interest income generated by banks and the amount of interest paid out to their lenders, relative to the amount
of their interest-earning assets.

SBI:
e 2020-21:2.71%
e 2021-22:2.85%
e 2022-23:2.91%
HDFC Bank:

e 2020-21:4.10%
e 2021-22:4.10%
o 2022-23:4.00%

®  Analysis: HDFC Bank consistently maintained a higher NIM compared to SBI during the available years, indicating more efficient
management of interest-earning assets.

2. Return on Assets (ROA):

ROA indicates how profitable a bank is relative to its total assets, reflecting the efficiency of management in using assets to generate earnings.

SBI:
e 2020-21:0.47%
e 2021-22:0.53%
e 2022-23:0.56%
HDFC Bank:

e 2020-21:1.80%

e 2021-22:1.94%

e 2022-23:1.85%
Analysis: HDFC Bank's ROA was significantly higher than that of SBI, suggesting superior efficiency in utilizing assets to generate profits.
3. Profit After Tax (PAT):

PAT is the net profit of the bank after all taxes have been deducted, indicating the overall profitability.

SBI:
(] 2020-21: 320,410 crore
(] 2021-22: 331,676 crore
(] 2022-23: 335,374 crore
HDFC Bank:

(] 2020-21: 331,116 crore
(] 2021-22: 336,961 crore
(] 2022-23: 341,923 crore

Analysis: Both banks demonstrated growth in PAT over the years, with HDFC Bank consistently reporting higher profits compared to SBI.
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Findings of the Study
Based on the comparative analysis of State Bank of India (SBI) and HDFC Bank from 2020 to 2025, focusing on key financial indicators, the following
findings have been observed:
1. Net Interest Margin (NIM) Comparison
e  HDFC Bank consistently maintained a higher NIM (4.00% - 4.10%) compared to SBI (2.71% - 2.91%) during the post-COVID period.

e  This indicates that HDFC Bank was more efficient in managing its interest-earning assets, while SBI, being a public sector bank, had a lower
NIM due to priority sector lending and government-mandated policies.

2. Return on Assets (ROA) Comparison

e  HDFC Bank reported a significantly higher ROA (1.80% - 1.94%) compared to SBI (0.47% - 0.56%), indicating better asset utilization and
profitability.

®  SBI’s lower ROA suggests that its asset base is large but not generating as high returns as private sector banks, which operate with a more
focused profit-oriented approach.

3. Profit After Tax (PAT) Performance
®  HDFC Bank showed consistent growth in net profit (PAT), increasing from Z31,116 crore in 2020-21 to 41,923 crore in 2022-23.
(] SBI also showed growth in PAT, rising from %20,410 crore in 2020-21 to ¥35,374 crore in 2022-23.

e  However, HDFC Bank’s PAT remained higher than SBI, reflecting its strong financial strategies, better risk management, and higher interest
income generation.

4. Operating Profit to Total Working Fund

e  HDFC Bank demonstrated a higher Operating Profit to Total Working Fund ratio compared to SBI, indicating better operational efficiency
and cost management.

®  SBI’s operating profit was affected by higher provisioning for NPAs (Non-Performing Assets) and regulatory lending requirements.
5. Total Interest Income to Total Working Funds

e  HDFC Bank had a higher Total Interest Income to Total Working Funds ratio, showing that it was able to generate more revenue from its
lending activities compared to SBI.

e  SBI’s lower ratio was influenced by lower interest spreads, government lending mandates, and higher NPA provisions.
6. Statistical Findings (T-test Results for NIM and ROA)

®  The T-test results for NIM and ROA showed a significant difference between SBI and HDFC Bank, with HDFC Bank outperforming SBI in
both financial indicators.

®  The p-values from the T-tests were less than 0.05, indicating that the differences in financial performance were statistically significant.
7. Post-COVID Banking Recovery
e  HDFC Bank recovered faster from the COVID-19 impact, with better asset quality and profitability metrics.

e  SBI, being a public sector bank, faced more challenges due to higher NPAs and regulatory constraints, slowing down its recovery process
compared to private banks.

Suggestions

Based on the findings of the study, the following recommendations are suggested for both State Bank of India (SBI) and HDFC Bank to improve their
income positions and financial performance:

For SBI (Public Sector Bank):

1. Improve Asset Utilization: SBI should focus on enhancing its Return on Assets (ROA) by improving the efficiency of its asset base and
reducing non-performing assets (NPAS).

2. Strengthen Risk Management: SBI should adopt better risk assessment models and credit monitoring systems to minimize loan defaults.
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5.

Increase Digital Banking Penetration: SBI can invest more in technology-driven banking solutions to compete with private sector banks like
HDFC in terms of customer convenience and operational efficiency.

Enhance Interest Margins: SBI should focus on increasing Net Interest Margin (NIM) by balancing its lending portfolio between priority
sector lending and high-yield commercial loans.

Cost Reduction Strategies: The bank should reduce operational costs by optimizing branch networks and encouraging digital transactions.

For HDFC Bank (Private Sector Bank):

1. Sustain Growth in Net Interest Margin (NIM): HDFC Bank should continue focusing on high-yield lending segments while ensuring a balance
between retail and corporate lending.

2. Expand Rural Banking Presence: To further improve its market share, HDFC Bank can expand into semi-urban and rural markets, where SBI
has a dominant presence.

3. Regulatory Compliance & Risk Diversification: As a leading private bank, HDFC should ensure compliance with RBI regulations while
diversifying its portfolio to mitigate risks from economic downturns.

4.  Customer-Centric Approach: HDFC Bank should continue focusing on personalized banking services, digital innovations, and Al-driven
banking solutions to maintain its competitive edge.

5.  Sustainable Banking Practices: The bank should also focus on environmental, social, and governance (ESG) factors to attract more responsible
investors and long-term customers.

Conclusion

This comparative study of SBI (Public Sector Bank) and HDFC Bank (Private Sector Bank) in Telangana post-COVID (2020-2025) highlights significant
differences in their financial performance, profitability, and operational efficiency.

HDFC Bank has consistently outperformed SBI in key metrics such as Net Interest Margin (NIM), Return on Assets (ROA), and Profit After
Tax (PAT), showcasing strong risk management, asset utilization, and revenue generation.

SBI, despite having a vast asset base and strong government backing, faced challenges related to high NPAs, lower NIM, and regulatory
constraints.

The T-test results confirm that the differences in financial performance between SBI and HDFC Bank are statistically significant, with HDFC
Bank emerging as a more profitable and efficient institution.

The study suggests that SBI needs to enhance its profitability strategies, optimize risk management, and focus on digital transformation to compete with
private banks effectively. On the other hand, HDFC Bank should sustain its growth momentum while exploring new opportunities in rural banking and
sustainable finance.
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