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Abstract – The Indian banking sector is the backbone of the nation’s economic infrastructure, playing a crucial role in 

mobilizing savings, providing credit, and facilitating financial inclusion. Among the diverse players in this sector, public and 

private sector banks display significant differences in terms of structure, governance, customer service, and financial 

performance. This research paper aims to provide a comparative analysis of the financial performance of two prominent Indian 

banks—State Bank of India (SBI), representing the public sector, and HDFC Bank, representing the private sector—over a 

five-year period from FY 2019–20 to FY 2023–24.The study applies both ratio analysis and the CAMEL framework—which 

evaluates Capital Adequacy, Asset Quality, Management Efficiency, Earnings, and Liquidity—to comprehensively assess and 

compare the financial health and operational performance of the two banks. Key financial indicators such as Return on Assets 

(ROA), Return on Equity (ROE), Net Interest Margin (NIM), Gross and Net Non-Performing Assets (GNPA & NNPA), Cost-

to-Income ratio, and Capital to Risk-weighted Assets Ratio (CRAR) were analysed. The findings reveal that HDFC Bank 

consistently outperformed SBI across most financial parameters, especially in profitability, asset quality, and operational 

efficiency. HDFC Bank demonstrated robust risk management practices, lower NPA levels, higher returns on assets and equity, 

and more efficient use of its resources. In contrast, SBI, despite being a market leader in terms of size and branch network, 

struggled with relatively higher NPA ratios and lower returns. However, it maintained strong capital adequacy and played a 

vital role in financial inclusion through its outreach and priority sector lending.This study also considers the impact of external 

events such as the COVID-19 pandemic, the RBI’s policy interventions, and the 2023 merger of HDFC Ltd. with HDFC Bank, 

analysing how these factors influenced the banks' financial performance. The research concludes that while private sector 

banks like HDFC Bank are more agile and profitable, public sector banks such as SBI are indispensable for their role in social 

banking and economic development. The study offers valuable insights for investors, policymakers, regulators, and 

academicians interested in understanding the evolving dynamics of Indian banking. It also emphasizes the need for public 

sector banks to adopt modern technology, improve governance, and reduce bad debts to remain competitive in the changing 

financial landscape. 
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I. INTRODUCTION  
 

 The Indian banking industry forms the backbone of the 

nation's financial system, playing a critical role in the 

facilitation of economic development, the mobilization of 

savings, and the allocation of capital. Over the decades, 

the sector has undergone substantial transformation driven 

by liberalization, technological progress, regulatory 

reforms, and an increasing emphasis on customer service 

and efficiency. The sector is broadly classified into public 

and private sector banks. Public sector banks, such as the 

State Bank of India (SBI), enjoy government backing and 

are instrumental in advancing financial inclusion through 

their extensive branch networks and rural outreach. 

Conversely, private sector banks like HDFC Bank are 

known for their superior service delivery, innovative 

financial products, and adoption of digital banking 

solutions, making them highly competitive in terms of 

profitability and performance. State Bank of India, the 

oldest and largest public sector bank, plays a key role in 

the Indian economy by offering a wide range of services, 

especially in underserved and semi-urban areas.  

 

    Despite its large-scale operations, SBI faces challenges 

in areas such as asset quality and operational efficiency. 

On the other hand, HDFC Bank, a prominent private sector 

entity, has demonstrated consistent financial performance, 

low non-performing asset levels, and high customer 

satisfaction. It has been at the forefront of adopting 

modern banking practices and leveraging technology to 

enhance productivity and profitability. 

 

    The financial health of banks is of paramount 

importance, as their stability directly impacts the economy. 

With the increasing competition between public and 

private banks, it becomes essential to assess and compare 

their financial performance using reliable and 

comprehensive frameworks. This research aims to conduct 

a detailed comparative analysis of SBI and HDFC Bank 

over a five-year period (FY 2020–2024), employing key 

financial ratios and the CAMEL model. The study 

exclusively relies on secondary data to evaluate 

dimensions such as profitability, asset quality, capital 

adequacy, management efficiency, and liquidity. Through 

this analysis, the research seeks to uncover patterns and 

trends that provide valuable insights into the functioning 

and resilience of India's banking giants. 
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Objectives 

 To analyse the financial performance of SBI and HDFC 

Bank using key financial ratios. 

 To compare the profitability, asset quality, and 

operational efficiency of both banks. 

 To assess the financial stability of the banks using the 

CAMEL model. 

 To identify trends and patterns in financial performance 

over the five-year period. 

  

II. LITERATURE REVIEW 

 
    A significant body of research has explored the 

comparative performance of public and private sector 

banks in India. These studies offer insights into how 

managerial strategies, regulatory support, technological 

adoption, and customer service philosophies influence 

financial outcomes.  

 

    A study by Kumbirai and Webb (2010) highlighted the 

usefulness of financial ratios and the CAMEL model in 

assessing the performance of commercial banks. Applying 

similar methods, Das and Ghosh (2021) noted that private 

sector banks such as HDFC tend to exhibit higher returns 

on equity and assets, which they attributed to better risk 

management, leaner organizational structures, and superior 

technological integration. These findings align with Gupta 

and Jain (2022), who emphasized that HDFC Bank's 

digital initiatives have enabled it to streamline operations, 

reduce non-performing assets, and enhance customer 

satisfaction. 

 

     Studies focusing on SBI have acknowledged its vital   

socio-economic role but pointed out challenges related to 

non-performing assets, bureaucratic delays, and high 

operational costs. According to Sharma and Mehta (2020), 

while SBI has made substantial improvements in recent 

years, especially in terms of NPA recovery and 

profitability, it still lags behind private sector banks in 

efficiency metrics. A report by the Reserve Bank of India 

(2023) further supports this, highlighting how asset quality 

and operati onal efficiency remain critical issues for many 

public sector banks.  

 

      The CAMEL model has been widely employed to 

conduct comprehensive assessments of bank health. 

According to Reddy and Prasad (2019), this model helps 

evaluate key aspects such as Capital Adequacy, Asset 

Quality, Management Efficiency, Earnings, and Liquidity. 

Their study found that private banks generally perform 

better across most CAMEL parameters due to stringent 

internal controls and market-driven performance metrics. 

Recent studies (2023–2024) have noted the impact of 

macroeconomic events such as the COVID-19 pandemic, 

merger activities (e.g., HDFC Bank and HDFC Ltd.), and 

changing RBI regulations on bank performance. These 

studies emphasize the resilience of well-capitalized and 

technology-forward institutions like HDFC Bank 

compared to their public counterparts. 

 

III. METHODOLOGY 

 
     This study adopts a structured and analytical research 

design based solely on secondary data sources to evaluate 

and compare the financial performance of SBI and HDFC 

Bank over a five-year period from FY 2020 to FY 2023–

2024. Data has been meticulously gathered from credible 

and publicly available sources, including the annual 

reports of the respective banks, Reserve Bank of India 

(RBI) publications, financial portals such as Money 

control. The analytical tools employed include financial 

ratio analysis, the CAMEL framework, and statistical 

methods. Financial ratios such as Return on Assets (ROA), 

Return on Equity (ROE), Net Interest Margin (NIM), 

Gross and Net Non-Performing A ssets (GNPA & NNPA), 

Capital to Risk-Weighted Assets Ratio (CRAR), and Cost-

to-Income ratio are used to evaluate profitability, asset 

quality, capital adequacy, and management efficiency. 

 

    The CAMEL model—which assesses five core 

dimensions of financial health: Capital Adequacy, Asset 

Quality, Management Efficiency, Earnings, and 

Liquidity—is applied to both banks to understand their 

overall stability and operational effectiveness. To detect 

temporal changes and identify key performance patterns 

over the years, trend analysis and descriptive statistical 

techniques are used. These approaches help in drawing 

logical and quantitative comparisons between SBI and 

HDFC Bank, enabling informed and objective conclusions 

regarding their financial health and operational resilience. 

 

IV. DATA ANALYSIS 

 
Profitability Ratios 

    Return on Assets (ROA): HDFC Bank showed a 

consistently higher ROA (ranging from 1.8% to 2.1%) 

versus SBI (0.4% to 0.9%), suggesting better utilization of 

assets. Return on Equity (ROE): HDFC Bank's ROE 

remained strong (14% to 17%), while SBI showed modest 

ROE (6% to 10%). 

 

Asset Quality 

    Gross Non-Performing Assets (GNPA): HDFC Bank 

maintained a GNPA below 1.5%, reflecting strong credit 

appraisal systems. SBI’s GNPA ratio remained higher, 

peaking around 8.1% in FY20 and reducing to around 

3.5% by FY24. Net Non-Performing Assets (NNPA): 

SBI's NNPA reduced significantly from 3.01% in FY20 to 

0.71% in FY24, showing improved recovery mechanisms. 

HDFC maintained NNPA below 0.5% throughout. 

 

    Net Interest Margin (NIM)HDFC Bank reported NIM 

between 3.8% and 4.4%, while SBI showed lower margins 

of around 2.7% to 3.2%, indicating HDFC's superior 

lending profitability. 
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    Capital Adequacy Both banks maintained CRAR well 

above RBI's minimum requirement (11.5%), with HDFC 

showing a higher average (18.4%) compared to SBI 

(14.2%). 

 

   Management Efficiency Cost-to-Income Ratio: HDFC 

Bank kept this ratio low (36%-38%) due to better 

operational efficiencies. SBI had a relatively higher ratio 

(53%-55%). 

 

   Business per Employee: HDFC consistently 

outperformed SBI, reflecting better human resource 

productivity. 

 Liquidity Post the 2023 merger with HDFC Ltd., HDFC 

Bank maintained a stable and healthy loan-to-deposit ratio 

of around 87%. SBI remained more conservative with 

ratios between 72%-75%. 

 

V. FINDING 

 
    HDFC Bank consistently recorded higher profitability 

with ROA ranging from 1.8% to 2.1% and ROE between 

14% and 17%, while SBI showed lower ROA (0.4% to 

0.9%) and ROE (6% to 10%). HDFC Bank maintained a 

low GNPA ratio below 1.5% throughout the period, 

indicating strong credit risk management. SBI’s GNPA 

was higher, peaking at 8.1% in FY20 but improved to 

around 3.5% by FY24. NNPA for SBI declined from 

3.01% to 0.71%, whereas HDFC’s NNPA remained below 

0.5%. HDFC Bank’s NIM ranged between 3.8% and 4.4%, 

outperforming SBI’s 2.7% to 3.2%, showing better income 

generation from lending, Both banks maintained CRAR 

above RBI norms; HDFC Bank had a higher average 

CRAR of 18.4% compared to SBI’s 14.2%, indicating a 

stronger capital buffer.HDFC Bank demonstrated greater 

efficiency with a lower cost-to-income ratio (36%-38%) 

compared to SBI (53%-55%), along with higher 

productivity per employee. Post-merger, HDFC Bank 

maintained a stable loan-to-deposit ratio around 87%, 

while SBI’s ratio was more conservative, between 72% 

and 75%. 

 

VI. CONCLUSION 

 
     The comparative study of SBI and HDFC Bank over 

the five-year period from FY 2020 to FY 2024 highlights 

clear distinctions in financial performance between the 

public and private sector banking segments in India. 

HDFC Bank consistently outperformed SBI across key 

financial parameters including profitability, asset quality, 

capital adequacy, management efficiency, and liquidity 

management.HDFC Bank’s superior Return on Assets 

(ROA) and Return on Equity (ROE) demonstrate its 

effective utilization of resources and ability to generate 

shareholder value. Its low levels of non-performing assets 

reflect robust credit risk assessment and recovery 

mechanisms, while higher Net Interest Margins indicate 

efficient lending and interest income management. The 

bank’s stronger capital adequacy and lower cost-to-income 

ratio underscore its financial stability and operational 

efficiency, enabled largely by technological integration 

and innovative banking practices. Conversely, SBI, despite 

its vast reach and critical role in promoting financial 

inclusion, continues to face challenges related to asset 

quality and operational costs. Although the bank has 

shown significant improvement in reducing non-

performing assets and enhancing profitability in recent 

years, it still trails private sector peers like HDFC Bank in 

efficiency metrics and financial robustness. 

 

     Overall, the findings suggest that private sector banks, 

exemplified by HDFC Bank, benefit from greater agility, 

customer focus, and technological advancements, which 

translate into superior financial outcomes. However, the 

importance of public sector banks like SBI remains 

indisputable, given their mandate to support broader 

economic objectives including financial inclusion and rural 

development. This study reinforces the need for continued 

reforms and modernization efforts within public sector 

banks to bridge the performance gap while acknowledging 

the complementary roles both sectors play in India’s 

banking ecosystem. 
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