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CHAPTER 1:  INTRODUCTION
PART A:  INTRODUCTION
1.1(a) INTRODUCTION TO FINANCE:

Finance is regarded as the life blood of business.  It is lightly termed as the science of money.  Finance  is  very  essential  for  the  smooth  running  of  the  business.  Finance controls the policies, activities and decision of every business.  This  modern  money  oriented  economy  finance  is  one  of  the  basic  foundations  of  all  kinds  of  economic  activities. Effective  management  of  every  business  enterprises  is  closely  linked  with  efficient  management  of  its  finance. 

1.1(b) BUSINESS FINANCE:  MEANING:

Finance  is  the  application  of  skills  for  manipulation,  use  and  control  of  money.  The  term  business  finance  mainly  involves  rising  of  funds  and  their  effective  utilization  keeping  in  view  the  overall  objective  the  firm.

1.1(c) DEFINITION:

According to Prather & Wert:  

“Finance  deals  primarily  with  raising,  administration  and  disbursing  funds  by  privately  owned  business  units operating  in  non-financial  fields  of  industry”.

According to H.G.Gugtman & H.E.Dougall:

“Finance  can  be  broadly  defined  as  activity  and  administration  of  funds  used  in  business”.

1.1(d) FINANCIAL ANALYSIS:  MEANING:

Financial  analysis  is  the  methodical  classification  of  data  given  in  the  financial  statement.  It  is  the  process  of  critically  examining  in  details  the  accounting  information  given  in  the  financial  statement.  It  is  a  process  of  evaluating  the  relationship  parts  of  financial  statements  to  obtain  a  better  understanding  of  the  firm’s  position  and  performance.

 It  is the  process  of  identifying  the  financial  strengths  and  weakness  of  the  firm  by  properly  establishing  relationships  between  the  items  of  the  balance  sheet  and  profit  and  loss  account.  The  purpose  of  financial  analysis  is  to  disclose  the  information  contained  in  the  financial  statement  as  to  judge  the  profitability  and  financial  soundness  of  the  organization.

The  first  task  of  the  financial  analyst  is  to  select  the  information  relevant  to  the  decision  under  consideration  from  the  total  information  contained  in  the  financial  statement.

Secondly,  needs  to  arrange  the  information  in  a  way  to  highlights  the  significant  relationships.

Finally, needs  to  interpret  and  draw  inferences  and  conclusion.  In  brief,  financial  analysis  is  the  process  of  selection,  relation  and  evaluation.   

1.1(e) DEFINITION:
Myers  defines  financial  analysis  as  “Financial  statement  analysis  is  largely  a  study  of  the  relationship  among  the  various  financial  factors  in  a  business as  disclosed  by  a  single  set  of  statement  and  a  study  of  the  trend  of  these  factors  as  shown  in  a  series  of  statement”.

Financial  analysis  can  be  defined  as  a  study  of  relationship  between  many  factors  as  disclose  by  the  statement  and  the  study  of  the  trend  of  these  factors.

1.1(f) OBJECTIVES OF FINANCIAL ANALYSIS:
Financial  analysis  is  helpful  in  assessing  the  financial  position  and  profitability  in  concern.

The  main  objectives  of  analysis  of  the  financial  statement  are  to  assets:

· The  present  and  future  earning  capacity  or  profitability  of  the  concern.

· The  operational  efficiency  of  the  concern  as  a  whole  and  of  its  various  parts  or  departments.

· The  short  term  and  long  term  solvency  of  the  benefit  of  the  debenture  holders  and  trade  creditors

· The  possibility  of  development  in  the  future  by  making  forecasts  and  preparing  budgets.

· The financial stability of the business concern.

· The long-term liquidity of the funds.
· Pinpoints  the  strength  and  weakness  of  a  business  by  analyzing  of  figures  obtained  from  financial  statement  and  balance  sheet.
1.1(g) TOOLS OF FINANCIAL ANALYSIS:

A  financial  analysis  can  adopt  the  following  tools  for  analysis  of  the  financial  statement  these  are  also  termed  as  method  of  financial  analysis.

· Comparative  financial  statement

· Common  size  financial  statement

· Trend  analysis

· Fund  flow  statement
· Cost  volume  profit  analysis

· Ratio  analysis

COMPARATIVE FINANCIAL STATEMENT:
Comparative  financial  statement  are  those  statement,  which  have  been  designed  in  a  way  so  as  to  provide  time  prospective it  various  element  of  financial  statement.  Figures  for  two  or  more  periods  are  placed  side  by  side  to  facilitate  comparison.   

 Both  the  income  statement  and  balance  sheet  can  be  prepared  in  the  form  of  comparative  financial  statement.  However  this  method  is  very  cumbersome  to  study  the  trend  with  more  than  two  periods.

COMMON SIZE FINANCIAL ANALYSIS:

Common  size  financial  statement  are  those  in  which  figures  reported  are  converted  into  percentage  to  some  common  base.  But  they  do  not  show  variation  in  respective  items  from  periods  to  periods.

TREND ANALYSIS:

Trend  also  called  secular  or  long  term,  is  the  basis  tendency  to  grow  or  decline  over  a  period  of  period  of  time.  It  is  immensely  helpful  in  making  a  comparative  study  of  the  financial statement  of  several  years.
However, trend percentage are calculated only for major items.  Since the purpose is to highlight the important changes.
FUND FLOW ANALYSIS:

Fund  flow  analysis  becomes  an  important  tool  in  the  analytical  kit  of  financial  manager.  It reveals the changes in working capital position.  It  tells  about  the  source  from  which  the  working  capital  was  obtained  and  in  the  open  changes,  which  have  taken  place  behind  the  balance  sheet.

COST VOLUME, PROFIT ANALYSIS:
It  studies  the  relationship  between  cost,  volume  of  production,  sales  and  profit.  It  tells  the  volume  of  sales  at  which  the  firm  with  break  evens,  the  effect  on  profit  on  account  of  variations  in  output.  Selling  price  and  cost  and  finally  the  quantity  to  be  produced  and  sold  to  reach  the  target  profit  level.

RATIO ANALYSIS:

A  ratio  is  a  simple  arithmetical  expression  of  the  relationship  of  one  number  to  another.  Ratio is defined as “The relationship between    two quantitative terms between  figures  which  have  cause  and  effect  relationship  or  which  are  connected  with  each  other  in  some  manner  or  the  other.
Ratio  analysis  is  a  technique  of  analysis  and  interpretation  and  of  financial  statement.  It  is  the  process  of  establishing  and  interpreting  various  ratios  for  helping  in  making  certain  decisions It  is  only  a  means  of  better  understanding  of  financial  strength  and  weakness  of  a  organization.

1.1(h) CLASSIFICATION OF RATIOS:
A. LIQUIDITY  RATIO: 
Liquidity  refers  to  the  ability  of  a  concern  to  meet  its  current  obligation  as  and  when  these  becomes  due.  The  short-term  obligation  are  met  by  realizing  amounts  from  current,  floating  or  circulating  assets.  The current asset should either  be  liquid  or  near  liquidity.  These  should  be  convertible  into  cash  for  paying  obligation  of  short-term  nature.  The  sufficiency  or  insufficiency  of  current  assets  should  be  assessed  by  comparing  them  with  short-term  liabilities.  If  current  assets  can  pay  off  current  liabilities  then  liquidity  position  will  be  satisfactory.  On  the  other  hand,  if  current  liability  may  not  be  easily  met  out  of  current  assets  then  liquidity  position  will  be  bad.

B. LONG-TERM  FINANCIAL  POSITION  RATIO:  

The  long-term  indebtedness  of  a  firm  includes  debenture-holders,  financial  institutions,  providing  medium  and  long-term  loans  and  other  creditors  selling  goods  on  installment  basis.  The  long-term  creditors  of  a  firm  are  primarily 
 interested  in  knowing  the  firm’s  ability  to  pay  regularly  interested  on  long-term  borrowings  repayment  of  the  principle  amount  at  the  maturity  and  the  security  of  their  loans.  According,  long-term  solvency  ratio  indicate  firm’s  ability  to  meet  the  fixed  interest  and  costs  and  repayment  schedules  associated  with  its  long-term  borrowing.
C. PROFITABILITY  RATIOS: 
The  primary  objectives  of  a  business  undertaking  is  to  earn  profits.  Profit  earning  is  considered  essential  for  the  survival  of  the  business.  In the words of  Lord Keynes, “Profit  is  the  engines  that  drives  the  business  enterprise”.  A  business  needs  profits  not  only  for  its  existence  but  also  for  expansion  and  diversification.  The  investors  wants  an  adequate  return  on  their  investments,  worker  wants  higher  wages,  creditor  wants  higher   security  for  their  interest  and  loans  and  so  on.  A  business  enterprise  can  discharge  its  obligation  to  the  various  segments  of  the  society  only  through  earning  of  profits.  Profitability  ratios  are  calculated  to  measure  the   overall  efficiency  of  the  business.  Generally  profitability  ratios  are  calculated  either  in  relation  to  sales  or  relation  to  investment.

PART B:  BANKING INDUSTRY

1.2 INTRODUCTION ABOUT BANKING INDUSTRY:

1.2(a) BANK:

        Bank  as  per  Banking  Regulatory  act,  1949  “as  banks  with  their  customer’s  funds,  banking  is  a  high  involvement  service.  A bank is  an  institution,  which  deals  in  money.  It  means  that  a  bank  receives  money  in  the  form  of  a  deposit  from  the  public  and  lends  money  for  the  development  of  trade  and  commerce”.

1.2(b) DEFINITION OF BANKING:

        The  Banking  Regulation  Act,  1949  defines  the  ‘banking’  as  “accepting  for  the  purpose  of  lending  or  investment,  of deposits  of  money,  from  the  public,  repayable  on  demand  or  otherwise,  and  withdraw  able  by  cheque,  draft,  or  otherwise”

1.2(c) ORIGIN OF BANKING:

The  name  Bank  derives  from  the  Italian  word  Banco  “desk/bench”,  used  during  the  Renaissance  by  Florentines  bankers, who  used  to  make  their  transactions  above  a  desk  covered  by  a  green  tablecloth.  However,  there  are  traces  of  banking  activity  even  in  ancient  times.

The  true  original  meaning  of  Banco,  says  MacLeod,  “is  a  heap,  or  mound,  and  this  word  was  metaphorically  applied  to  signify  a  common  fund,  or  Joint  stock,  formed  by  contribution  of  a  multitude  of  persons”
 “A  Banker”,  says  Gilbart,  “is  a  dealer  in  capital,  or  more  properly,  a  dealer  in  money.  He  is  an  intermediate  party  between  the  borrower  and  the  lender”.  The  difference  between  the  rate  received  by  the  banker,  for  the  use  of  the  money  loaned  by  him,  and  the  rate  he  has  to  pay  for  it,  is  his  profit.

The  business  banking  consists  (1)  in  receiving  deposits  of  money  on  which  interest  may  or  may  not  be  allowed  (2)  in  making  advances  of  money,  principally  in  the  way  of  discounting  notes  (3)  in  effecting  the  transmission  of  money  from  one  place  to  another.  This  is  true  of  the  ordinary  banks  of  deposits  and  discounts,  both  State  and  National.

The  disposable  means  of  a  bank  consists  (1)  of  the  capital  paid  down  by  the  shareholders  (2)  the  money  deposited  with  it  by  its  customers  (3)  the  notes  it  can  circulate  (4)  the  money  it  receives  in  the  course  of  transmission,  and  which  of  course  it  must  repay  at  another  place.

1.2(d) BANKING:
The  Banking  Regulation  Act  1949  defines  the  term  banking  as  “accepting  for  the  purpose  of  lending  or  investment,  of  deposits  of  money,  from  the  public,  repayable  on  demand  or  otherwise,  and  withdraw  able  by  cheque,  draft,  order  or  otherwise”.

Banking  is an  industry  that  is  built  on  trust;  therefore  banks  need  to  win  the  trust  of  their  customers.  For  effective  and  efficient  functioning  of  a  bank  it  is  very necessary  to  maintain  a  favorable  balance  between  the  funds  mobilized  and  funds  deployed.  There  is  always  some  kind  of  risk  in  any  kind  of  industry.

 Indian banking has come  a  long  way  since  its  liberalization.  New  private  sector  banks  brought  the  necessary  and  spearhead  the  charges  towards  higher  utilization  of  technology,  improved  customer  service  and  innovation  products.
1.2(e) BANKING IN INDIA:

During  the  last  decade,  India  has  emerged  as  one  of  the  biggest  and  fastest  growing  economics  in  the  world.  The  strengthening  economy  in  India  has  been  fuelled  by  the  convergence  of  several  key  influences;  liberalization  policies  of  the  government,  growth  of  key  economy  sectors,  and  development  of  an  English-speaking,  well  educated  workforce.  Liberalization  has  seen  the  Indian  banking  sector  undergo  a  phase  of  transformation.  Boundaries  between  various  financial  service  providers  have  blurred  and  competition  has  intensified  more  than  ever.

 New  private  sector  banks  have  been  gaining  markets  share  in  retail  deposits  and  corporate  fee  business  from  public  sector  banks,  as  they  enjoy  a  technology  edge  and  have  a  strong  marketing  thrust.  Competition  from  new  private  sector  and  foreign  banks  remain  a  key  challenge  for  public  sector  banks.  They  need  to  reorient  their  staff  and  effectively  utilize  technology  platforms  to  retain  customers  and  reduce  costs.

Banking  in  India  originated  in  the  early  18th  century  with  the  General  Bank  of  India  coming  into  existence  in  1786.  Foreign  banks  like  HSBC  and  credit  Lyonnais  started  their  Calcutta  operations  in  the  1850s  a  couple  of  decades  later.  At  that  point  of  time,  Calcutta  was  the  most  active  trading  port,  mainly  due  to  the  trade  of  the  British  Empire,  and  due  to  which  banking  activity  took  the  roots  there  and  prospered.  The  first  fully  Indian  owned  bank  was  the  Allahabad  Bank  set  up  in  1865.  Bank  of  Hindustan set up in 1870.  Banking  in  Indian  on  modern  lines  started  with  the  establishment  of  three  Presidency  Bank’s  Act  1876  i.e.  Bank  of  Calcutta,  Bank  of  Bombay  and  Bank  of  Madras.  In  1921,  all  Presidency  Bank  were  amalgamated  to   form  the  Imperial  Bank  of  India.  Imperial  Bank carried  limited  central  banking  functions  also  prior  to  establishment  of  RBI  (Reserve  Bank  of  India).  It engaged  in  all types  of  commercial  banking  business  except  dealing  with  the  foreign  exchange.

RBI  Act  was  passed  in  1934  and  RBI  was  constituted  as  an  Apex  Bank  without  major  government  ownership.  The Banking Regulation Act was passed  in  1949.  This regulation brought RBI under government.  Under  the  Act,  RBI  got  wide  ranging  powers  for  supervision  and  controls  of  banks.  The  Act  also  vested  licensing  powers  and  the  authority  to  conduct  inspections  in  RBI.

In  1995,  RBI  acquired  control  of  the  “Imperial  Bank  of  India”,  which  was  renamed  as  State  of  India.  In  1959,  SBI  took  over  control  of  eight  private  banks  floated  in  the  erstwhile  princely  states,  making  them  as  it  is  100%  subsidiaries.

RBI  was  empowered  in  1960,  to  force  compulsory  merger  of  weak  banks  with  the  strong  ones.  Banking segment in India functions under the umbrella of RBI.

1.2(f) GROWTH AND DEVELOPMENT OF BANKING INDUSTRY:

       Banking  business  has  developed  for  the  purpose  of  taking  care  of  other  people’s  money  by  way  of  accepting  deposits  and  lending  or  investing  a  part  of  it  to  various  individuals  and  corporate  customers.  Banking  institutions  from  a  view  is  an  important  part  of  the  money  market  and  are  indispensable  in  a  modern  developing  society.

        The  basic  elements  of  the  banking  industry  were  established  during  British  rule  (1757-1947).  The  national  currency,  the  rupee,  had  long  been  used  domestically  before  independence  and  even  circulated  abroad,  for  example,  in  the  Persian  Gulf region.  Foreign  banks,  mainly  British  and  including  some  from  such  parts  of  the empires  Hong  Kong,  provided  banking  and  other  services.  The  Reserve  Bank  of  India  was  formed  in  1935  as  a  private  bank,  but  it  also  carried out  some  central  bank  functions.  This  Colonial  banking  system  however,  was  geared  to foreign  trade  and  short  term  loans.  Banking was concentrated in  the  major port  cities.  The  Reserve  Bank  was  nationalized  on  January  1st  1949,  and  given  broader  powers.  The  Government  nationalized  14  major  private  commercial  banks  in  1969  and  6  more  in  1980.  Nationalized  forced  commercial  banks  increasing  to  meet  the  credit  requirements  of  the  weaker  sections  of  the  national  and  to  eliminate  monopolization  by  the  wasted  interest  of  large  industry,  trade  and  agriculture.

The banking system expanded rapidly after nationalization.  The  number  of  banks  branches,  for  instance,  increase  from  about  7,000  in  1969  to  move  more  than  60,000  in  1994,  2/3rd  of  which  were  in  rural  areas.  The  deposited  base  rose  from  Rs.50  billion  in  1969  to  around  Rs.3.5  trillion  in  1994.  nevertheless,  currency  accounted  for  over  50%  of  all the  money  supply  circulating  among  the  public.  In  1992  the  nationalized  banks  held  93%  of  all  deposits.

Without  a  sound  and  effective  banking  system  in  India  it  cannot  have  a  healthy  economy.  The  banking  system  of  India  should  not  hassle  free  but  it  should  be  able  to  meet  new  challenges  posed  by  the  technology  and  any  other  external  and  internal  factors. 

For  the  past  decades,  India’s  banking  system  has  several  outstanding  achievements  to  its  credit.  The  most  striking  is  its  extensive  reach.  It is no  longer confined to  only  metropolitans  or  consumptions  in  India.  In  fact  Indian  banking  system  has  reached  even  to  the  remote  corners  of  the  country.  This  is  one  of  the  main  reason  of  India’s  growth  process.

Not  long  ago,  an  account  holder  to  wait  for  hours  at  the  bank  counters  for  getting  a  draft  or  for  withdrawing  his  own  money.  Today he  has  a  choice.  Gone  are  days  when  the  most  efficient  bank  transferred  money  from  one  branch  to  other  in  two  days.  Now it  is  simple  and  fast.
Overall,  banking  in  India  is  considered  as  fairly  natured  in  terms  of  supply  product  range  and  reach  even  though  in  rural  India  still  remains  a  challenge  for  the  private  sector  and  foreign  banks  with  the  growth  in  the  Indian  Economy  to  be  service  strong  for  the  quite  some  time  especially  retail  banking,  mortgage  and  investment  services  are  expected  to  be  strong.  There  is  also  a  tremendous  opportunity  for  banks  to  reach  more  rural  customers  who  have  not  been  touched.  the  evolution  IT  services  outsourcing  in  the  Indian  banks  has  presently  moved  on  to  the  level  of  facilities  management.  Banks  now  looking  at  business  process  management  to  increase  returns  on  investment  improved  customer  relationship  management  and  employee  productivity

The  IT  has  revolutionized  various  aspect  of  our  life,  even  banking.  E-Banking  implies  performing  basic  banking  transaction  by  customer  round  the  clock  globally  through  using  electronic  media.  Today’s banking  is  virtual  banking.  Virtual  banking  denotes  the  provision  of  banking  and  other  related  services  through  the  extensive  use  of  information  technology  without  direct  resource  to  the  bank  by  customer.  The principle types of virtual banking services  include  the  following:
· ATM’s  provide  customers  a  secure  method  of  performing  financial  transaction  in  a  public  place  without  need  for  a  clerk  or  letter.  ATM’s  helps  in  withdrawing  cash,  check  balances  and  also  deposit  cash.

· Tele  banking  provides  customer  to  do  entire  non-cash  related  banking  over  the  phone  anywhere  and  at  any  time  by  suing  Automatic  voice  recorder  or  identity  numbers
· Internet  banking  allows  the  customer of  a  bank  with  a  personal  computer  and  browser  to  have  access  to  his  account  through  banks  website  and  perform  various  banking  function  E-cheque  can  also  be  used.

· Real  Time  Gross  settlement  technology  introduced  in  2004  onwards,  reduces  the  dependence  on  payment  on  real-time  basis.
· Banks  also  issue  credit  cards,  debit  cards  to  its  customer  due  to  the  inherent  limitations  of  these  cards  which  are  more  secured

The  most  significant  achievement  of  the  financial  sector  reforms  has  been  marked  improvement  in  the  financial  health  of  commercial  banks  in  terms  of  capital  adequacy,  profitability  and  assets  quality  and  attention  to  the  risk  management.  Further  deregulation  has  opened  up  new  opportunities  for  banks  to  increase  revenues  by  diversifying  into  investment  banking,  insurance,  credit  cards,  depository  services,  mortgage  financing  and  securitization.  

1.2(g) CURRENT SCENARIO:

Currently,  overall,  banking  in  India  is  considered  as  fairly  mature  in  terms  of  supply,  product  range  and  reach,  even  though  each  in  rural  India  still  remains  a  challenge  for  the  private  sector  and  foreign  banks.  Even  in  terms  of  duality  of  assets  and  capital  adequacy,  Indian  banks  are  considered  to  have  clean,  strong  and  transparent  balance  sheet  as  compared  to  other  banks  in  comparable  economies  in  its  region.

Banking  today  has  transformed  into  a  technology  intensive  and  customer  friendly  model  with  a  focus  on  convenience.  The  sector  is  set  to  witness  the  emergence  of  
financial  supermarket  in  the  form  of  universal  banks  providing  a  suite  of  services  from  retail  to  corporate  banking  and  industrial  lending  to  investment  banking. 

While  corporate  is  clearly  the  largest  segment,  personal  financial  services  is  the  highest  growth  segment.

 Tapping  the  rural market  by  banks  becomes  all  the  more  important,  not  only  for  the  banking sector,  but  all  other  industrial  sectors  as  well.  If  there  is  growth  in  the  banking  sector  it  benefits  the  other  sector  as  well.  Bank  promotes  saving  in   the  economy,  they  speed  up  the  capital  formation  and  then  become  the  source  of  finance  of  trade  and  credit  for  the  industry.  Then  they  provide  credit  to  enable  entrepreneur  in their  ventures  which  promotes  production  and  employment.  Improved  rural  banking  under  the  umbrella  of  the  RBI  by  the  means  of  mobile  banking,  self  help  groups.  The  effective  use  of  development  communication,  using  Information  Communication  Technology  (ICT)  will  to  create  awareness  for  financial  institution  through  banks  and  make  it  a  success.

1.2(h) STRUCTURE OF INDIAN BANKING SYSTEM:

SCHEDULED COMMERCIAL BANK:

According  to  section  2(e)  of  the  RBI  Act,  1934,  ‘Schedule  Bank’  means  a  bank  included  in  the  second  schedule  of  the  RBI  Act,  1934.  The  scheduled  banks  are  entitled  to  avail  of  certain  facilities  from  the  RBI  such  as  obtaining  accommodation  

in  the  form  of  refinance  and  loans  and  advances,  remittance  facility  of  concessive  rates  as  also  grant  of  authorized  dealers  license  to  handle  foreign  exchange  business.  Similarly,  banks  bear  certain  obligations  to  the  RBI,  like  the  maintenance  of  cash  reserves  as  per  prescribed  levels  and  submission  of  fortnightly  returns  prescribed  from  time  to  time  under  section  42  of  the  RBI  Act,  1934.

The  scheduled  commercial  banks  can  be  broadly  be  classified  into:

· public  sector  banks

· private  banks

· Foreign banks
(1) PUBLIC  SECTOR  BANKS:

Public  sector  banks  have  either  the  government  of  India  or  RBI  as  the  majority  shareholders.

(A) State  Bank  of  India  (SBI)  and  its  subsidiaries:

(1) State  Bank  of  India 

(2) State  Bank  of  Bikaner  and  Jaipur
(3) State  Bank  of  Hyderabad
(4) State  Bank  of  Indore
(5) State  Banks  of  Mysore
(6) State  Bank  of  Patiala
(7) State  Bank  of  Saurastra  and
(8) State  Bank  of  Travankore
(B)  Other Nationalized Bank
The  significant  milestone  in  Indian  Banking  happened  in  the  late  1969s,  when  the  then  Indira  Gandhi  Government  Nationalized  on  19th  July,  1969,  14  major  commercial  banks,  followed  by  nationalization  of  6  more  commercial  Indian  banks  in  1980.  The  stated  reason  for  the  nationalization  was  more  control  of  credit  delivery. 

            Currently there 19 nationalized bank in India:

1. Allahabad  bank

2. Andra  bank

3. Bank  of  Baroda
4. Bank  of  India

5. Bank  of  Maharastra
6. Canara  bank

7. Central  Bank  of  India

8. Corporation  Bank

9. Dena  Bank

10. Indian  Bank

11. Indian  Overseas  Bank

12. Oriental  Bank  of  Commerce

13. Punjab  &  Sind  Bank

14. Punjab  National  Bank

15. Syndicate  Bank

16. Union  Bank  of  India

17. United  Bank  of  India

18. UCO  Bank

19. Vijaya  Bank

 (2)  PRIVATE BANKS:

Private  sector  banking  in  India  received  a  fillip  in  1994  when  RBI  encouraged  setting  up  of  private  banks  as  part  of  its  policy  of  liberalization of  the  Indian  Banking  Industry.  Housing Development Finance  Corporation  Limited  (HDFC)  was  among  the  first  to  receive  an  ‘in  principle’  approval  from  the  RBI  to setup  a  bank  in  the  private  sector.

 The major private sector banks:
1. Federal  Bank  Limited

2. Development  credit  Bank  Limited

3. Karur  Vysya  Bank  Limited
4. City  Union  Bank  Limited

5. Lakshmi  Vilas  Bank  Limited
6. ICICI  Bank  Limited

7. Axis  Bank  Limited
8. Kotak  Mahindra  Bank  Limited

9. IDBI  Bank  Limited

10. Indus  Ind  Bank  Limited

(3)  FOREIGN BANKS:

Foreign  Banks in  India  always  brought  an  explanation  about  the  prompt  services  to  customer.  After  the  set  up  foreign  banks  in  India,  the  banking  sector  in  India  also  becomes  competitive  and  accurative.
New  rules  announced  by  the  RBI  for  the  foreign  banks  in  India,  has  put  up  great  hopes  among  foreign  banks  which  allows  them  to  grow  unfettered.  Now foreign banks  in  India  are  permitted  to  setup  local  subsidiaries.  The  policy  conveys  that  foreign  bank  in  India  may  not  acquire  Indian  ones  (except  for  weak  banks  identified  by  the  RBI,  on  its  term),  and  their  Indian  subsidiaries  will  not  be  able  to  open  branches  freely  the  following  are  the  list  of  Foreign  banks  is  in  India

1. ABN  Amro

2. HSBC  Bank

3. Deutsche  Bank

4. Bank  of  Ceylon

5. American  Express  Bank

6. Calyon  Bank

7. Credit  Lyonnais

8. Bank  International  Indonesia

9. Citi  Bank  N.A

10. DBS  Bank

CHAPTER-2

RESEARCH DESIGN
2.1 TITLE OF THE STUDY:

“A STUDY ON THE RATIO ANALYSIS OF   VIJAYA BANK”

2.2 STATEMENT OF THE PROBLEM:

In  the present  day  context  which  is  competitive,  banking  business  is  no  exception.  Being  the  nationalized  bank,  Vijaya  Bank  too  has  the  cumbersome  task  of  meeting  the  challenges  of  the  innovative  banking.  In  India  at  present,  banking  has  become  more  practical  and  realistic  than  before.  Hence  every  bank  has  to  constantly  evaluate  its  own  performance  against  any  other  competing  Banks.  

In  this  context  the  study  is  undertaken  to  evaluate  the  financial  performance  of  Vijaya  Bank  to  bring  out  its  competitive  edge  over  other  banks.  

2.3 OBJECTIVE OF THE STUDY
The  objective  for  selecting  is  to  equip  with  adequate  knowledge  in  the  financial  management  and  the  technique  by  the  firm  in  order  to  sustain  competitive  advantage  in  complex,  dynamic  and  changing  environment.  The  major  objective  of  the  study  is  to  know  the  financial  performance  of  Vijaya  Bank  

· To  study  the  financial  performance  of  Vijaya  Bank 
· To analyze  the  management  efficiency  of  the  company.
· To evaluate  the  liquidity  and  profitability  position. 
· To  know  about  the  bank  on  detail,  the  service,  branches  further  prospects,  banking  policies,  system  and  procedure  
· To  help  to  take  in  suitable  corrective  measures  when  the  firms  financial  condition  and  performance  are  unfavorable  to  the  firm  when  compared  to  other  firm  when  compared  to  other  firms  in  the  same  industry.
2.4 SCOPE OF THE STUDY:

The  study  and  analysis  of  financial  performance  is  limited  to  the  specific  company  Vijaya  Bank.  The  research  study  helps  the  management  to  review  the  financial  performance  of  the  company.  The accounts,  reports  and  various  records  for  the  period  of  four  years  that  is  2006-2010  are  referred  for  the  purpose  of  this  research  study.  
2.5 LIMITATION  OF  THE STUDY:

· Limited  use  of  a  single  ratio:  A,  single  ratio  usually  does  not  convey  much  of  a  sense.  To  make  a  better  interpretation  a  number  of  ratios  have  to  be  calculated  which  is  likely  to  confuse  the  analyst.

· Lack  of  adequate  standards:  There  are  no  well  accepted  standards  or  rules  of  thumb  for  all  ratios  which  can  be  accepted  as  norms.  It renders  interpretation  of  ratios  difficult.

· Personal  bias:  ratios  are  only  means  of  financial  analysis  and  not  an  end  in  itself.  It  have  to  be  interpreted  and  different  people  may  interpret  the  same  ratio  in  different  ways.
· Incomparable:  not  only  industries  differ  in  their  nature  but  also  the  firms  of  the  similar  business  widely  differ  in  their  size  and  accounting  procedures,  etc.  it  makes  comparison  of  ratios  difficult  and  misleading.  

· Absolute  figures  distortive:  ratios  devoid  of  absolute  figures  may  prove  distortive  as  it  is  primarily  a  quantitative  analysis  and  not  a  qualitative  analysis.

2.6 DATA COLLECTION:
The  data  used  for  the  project  work  are  of  two  types:

· Primary  data

· Secondary  data

This  being  an  analytical  study  on  the  financial  performance  on  the  published  data  in  the  annual  report  of  the  company.  Balance  sheet,  profit  and  loss  account  internet  and  manuals  and  books  were  used  as  secondary  data.  Interaction  with  the  bank  officials  and  personal  observation  are  used  as  primary  data.
2.7 METHODOLOGY OF THE STUDY:

Mainly data is obtained from the annual reports of the company, and websites. Further data is collected through interviews with the personnel and concerned staff in finance department of VIJAYA BANK.
2.8 RESEARCH METHOD: 

The quality of a research project depends, among the other things, upon the suitability of the method selected for it. Hence care should be taken in selecting the appropriate method of research for any project.  A through knowledge of types and methods of research is essential for this purpose. 
2.9 OVERVIEW OF CHAPTER SCHEME:
1. CHAPTER ONE: INTRODUCTION
It gives an introduction to the topics relating to finance.
2. CHAPTER TWO: DESIGN OF THE STUDY
It deals with the research methodology to be adopted.
3. CHAPTER THREE: PROFILE OF THE COMPANY
A brief introduction about the company and its segment. 
4. CHAPTER FOUR: ANALYSIS

Analysis and interpretation of various inventory ratios.

5. CHAPTER FIVE: SUMMARY OF SUGGESTIONS, FINDINGS AND CONCLUSIONS

Consists of Findings and Conclusion’s obtained from study and suggestions.
CHAPTER: 03

VIJAYA BANK PROFILE
3.1 THE BEGINNING:

· The Vijaya  Bank  Limited,  the  forerunner  of  the  present  Vijaya  Bank  was  established  in  the  year  1931,  in  Mangalore,  Karnataka.  

· The  Bank  commenced  its  business  operations  on  23rd  October  1931  with  an  authorize  capital  of   Rs.5.00 Lakh  and  a  paid- up  capital  of  Rs.8670/-. The  bank  was  founded  essentially  to  promote  banking  habit,  thrift  and  entrepreneurship  among  the  farming  community  of  Dakshina  Kannada  District,  Karnataka.  Shri  A  B  Shetty, is  the  chief  promoter  &  architect  of  Vijaya  Bank Ltd.

3.2 EARLY YEARS:

· Early corporate history of the bank i.e. 1931 to 1960 was not eventful.  Those were the difficult years for the banks.  External environment was not conducive for business growth.  

· National  movement,  second  world  war,  economic  recession,  post  independent  changes  in  the  regulatory  framework  posed  tremendous  pressure  on  the  coping  capabilities  of  the  banks.  It  is  not  surprising  that  the  country  recorded  highest  number  of  Bank  failures  during  this  period.

· Vijaya  Bank  followed  the  path  of  prudency,  conservatism  during  this  difficult  times.  During this period it added 20 branches, i.e. less than one branch per year.  A  branch  was  also  opened  in  Bombay,  thus  expanding  the  Bank’s  operations  beyond  Karnataka  State.  

· The  year  1958  was  the  bench  mark  year  for  the  Bank.  With  effect  from  29th  November  1958,  Vijaya  Bank  became  scheduled  Commercial  Bank.

3.3  ERA  OF  MERGER  1960-1969:

· In  the  early  1960s, the  Reserve Bank  of  India  adopted  a  policy,  by  which,  the  number  of  banking  institutions  in  the  country  would  be  reduced  to  an  administratively  manageable  number. 

· This  was  to  be  achieved  by  merging  of  smaller  banks  with  comparatively  larger  ones.  

· Shri  Mulki  Sunder  Ram  Shetty,  who  took  over  as  Honorable  Chairman  of the bank in  May  1962,  was  quick  to  utilize  this  opportunity  to  the  benefit  of  the  institution.  As  a  result  of  protracted  negotiation  and  concerted  efforts,  9  smaller  banks  spread  over  Kerala,  Tamil  Nadu  and  Karnataka  were  merged  with  the  Bank.  

· Apart  from  adding  42  branches  to  its  network,  these  mergers  acted  as    catalyst  for  the  bank’s  subsequent  growth.

3.4  A  RECORD  GROWTH:

· The year 1969 was an eventful year for the  Banking  Industry. The year saw nationalization of  14  major commercial banks in the country.  

· In  Vijaya  Bank  Ltd.,  things  started  happening  immediately  when  Shri  M  Sunder  Ram  Shetty,  the  architect  of  ‘Operation  Merger’  took  over  as  the  Whole-Time  Chairman  and  Chief  of  the  Bank.  

· Another  significant  step  was  the  shifting  of  the  bank’s  administrative  office  Mangalore to  Bangalore. 

·  Thus,  began  an  era  of  record  growth,  that  has  few  parallels  in  the  history  of  Indian  banking.  

· During  the  period  from  1969  -  1976,  the  bank’s  deposits position  shot  up  from  Rs.13.21 Crore  to   Rs.221.02 Crore,  recording  an  average  annual  growth  rate  of  42.2%.  

· Paid-up Capital   increased   from   Rs.18.83 Lakh  to   Rs.117.90 Lakh, the  return on investments disbursed to the shareholders  in  the  form  of  dividend  doubled  from  6%  to  12%.  The bank has added   377  new  branches during this period.  

· The  bank  spread its branch network  to  various  states  in  the  North  &  North- Eastern States.  A  small  Bank  that  had  largely  confined  its  activities  & operations initially to one district,  later  to  its  own  home  state,  had  now  spread  its  wings  far  and  wide  to  stakes  its  claim  as  an  All  India Banking Institution.

3.5  SPECIALISATION  AND  DECENTRALISATION:

· Acceleration  growth  and  subsequent  expansion  called  for  specialized  departments  to  enable  it  to  offer  its  customers,  the  full  range  of  facilities  that  form  part  of  modern  banking  services. In this context the bank has established, Staff  Training  College  in 1970,  Foreign  Exchange  Department  in 1971,  Agricultural  Cell in 1972,  Economics  &  Statistics  Department in 1974,  and  Mechanized  Data  Processing  Centre  in 1974. 

· In  1976,  the  Bank  entrusted  the  Indian  Institute  of  Management,  Ahmadabad  with  the  task  of  making  a  study  of  its  organization structure.  Pursuant to the findings & observations of  the study report, the bank has established eighteen Regional Offices in different parts of the country.  

· This led to greater decentralization of administrative functions.  The  bank’s  Publicity &  Public  Relations Division which was also established during the intervening period was at  its  best  during  the  mid  70s.  

3.6 NATIONALISATION AND NEW CHALLENGES:

· Govt. of India nationalized Vijaya Bank, along with five other large banks on 15.04.1980. 

· With nationalization, the objectives & priorities of the bank have witnessed significant changes. 

· From entrepreneurial banking  the organization moved on to compliance  banking.  

· Shift in the priorities & objectives have called for radical changes in the organizational structure, policies, & programs and more importantly the mindset of the employees.  

· In  the  early  part  of  1980s,  Bank  was  focusing on bringing about & effecting far reaching structural changes in the organizational setup for effective implementation of Govt. Policies & Programs.

· A  new  department names as the ‘Rural  Development  &  Priority  Sector  Department’  was created  during  this  period,  to  intensify  the bank’s  effort  for  lending  to  priority  sector  &  other  weaker  sections  of  the  society.  

· The  bank  introduced  number  of  innovative  schemes & products such  as  Vijaya  Krishi  Cards,  Vijaya  Vichar  Vihar,  etc,  to  meet  the  specific  needs  of  farming  community.  

· The  bank  sponsored  its  first  Regional  Rural  Bank  named as   ‘Vishweswaraya  Grameen  Bank’  in  March  1985,  with its Head Office in  Mandya .  The  bank  was  also  entrusted  with responsibilities of acting as  lead  bank   in Mandya  &  Dharwad Districts of  Karnataka State. 

· The  Bank  had  a  highly  centralized  administrative  set  up  before  nationalization. However  the  banking  operations were  gradually  decentralized, by creating new functional departments within Head Office such as Computer  

· Policy  &  Planning  Department in 1986,  Management  Service  Department in 1986,  Credit  Card  Division  in 1987,  Merchant  Banking  Division in 1986, and Credit Department Operations in 1986.

· This was followed by formation of General Administration Dept., Personnel Dept. –HRD & IRD, Credit Monitoring & Supervision Dept, Central Accounts Dept., Central Inspection Dept., etc.
3.7 CAPITAL:
· During  2000-2001,  the  bank  entered  the  capital  market  with  an  Initial  Public  Offer  of  10 Crore  equity shares  of  Rs.10/-  each,  for  cash  at  par,  aggregating  Rs.100.00 Crore.  

· The issue received good response from the public investors and was  oversubscribed  to  by 1.81  times.  

· As  a  part  of  capital  restructuring  plan,  the  Bank  returned  capital of                 Rs.25.72 Crore  on  30th  March  2002  to  the  Government  of  India.  Consequently,  total shareholding  by the  Government  of  India  came  down  from  72.16%  as  on  31st March  2001  to  70.02%  as  on  31st  March  2002.

· In  the  month  of  October  2003,  the  Bank  went  for  the  second  public  issue  of  10 Crore  equity  shares  of  Rs. 10/-  each  for  cash  @  premium  of  Rs.14/-  aggregating  to Rs.240.00 Crore.  With  this  issue,  the  Government  of  India  equity  holding  came  down  from  70.02%  to  53.87%.  The issue   received  overwhelming  response from General  Public,  Financial  Institutions,  NRI’s etc., with an oversubscription of 17 times. 

· Total  capital  position of the bank stood at Rs.1633.52 Crore, as at 31.03.2010, of  which,  Rs.1200.00 Crore  represents  Perpetual  Non-Cumulative  Preference  Shares  held  by  the  Government  of  India.

3.8 ORGANISATION:

· The  organization  structure  consists  of  the  Banks  consists  of  three  tiers  viz.  Head  Office,  Regional  Offices  and  Branches.  

· The  Bank  has  26  Regional  Offices  engaged  in  supervision  and  control  over  the  1500  branches  across  the  country.  In  addition  to  the  branches  in  the  field  level,  there  are  12  Service  Branches,  which  handle  the  work  relating  to  collection  of  instruments  drawn  on  branches  in  various  centers  and  clearing  functions. 

·  To help the branches in optimum cash management, the bank has  set  up  29  Currency  Chests.  As  the  extended  wings  of  Inspection  Department  at  Head  Office,  the  Bank  also  has  12  Regional  Inspectorates  across  the  country.        

3.9 DEPOSITS:
Deposits increased from Rs.89315 cr as on December 31, 2012 to Rs.114835 cr as on December 31, 2013 registering a growth of 29% (YoY). 

· The Bank has introduced several customer friendly deposit schemes such as:

· Vijaya  Shree  Units  Scheme;

· Vijaya  Cash  Certificate  Scheme;

· V-Plus  Savings Bank Account Scheme;

· V-Plus  Current Account Scheme;

· Vijaya  Saral  Saving  Scheme;

· Vijaya  Tax  Savings  Scheme;

· V-Platinum  Savings Bank Account Scheme;

· V-Gen  Uth  is  one  of  the innovative  deposit  products  offered  by  the  Bank,  launched  by  the  Union  Finance  Minister,  while  inaugurating  the  1000th  branch. 

·  Imbued  with  innovative  features,  the  scheme  aims  to  forge  long  lasting  relationship  with  the  Gen  Next  clients,  including  students. 

· V-Payroll  Saving  Bank  Account  is  the  latest  deposit  product  introduced  for  salaried  segment,  working  in  corporate & business organizations,  with  the  host  of  friendly  features.  

· Bank  also  introduced  novel Deposit  Schemes such as  “V-Balika  Savings  Bank  Account”  and  “V-Balika  Term  Deposit  Account”  tailored  to  suit  the  requirement  under  the “National  Scheme  for  Incentives  to the  Girl child  for  Secondary  Education”  introduced  by  the  Ministry  of  Human  Resources  Department, Government  of  India.  

· The  Bank  has  recently  introduced  V-Unnati  RD  Account  for  Gen  Next  clients.

3.10 ADVANCES:

Advances increased from Rs.65005 cr as on December 31, 2012 to Rs. 73100 cr as on December 31, 2013, up by 12%(YoY). 

· The  Bank  has introduced several  retail  lending  Schemes  & Credit products such as:

· V-Trade  Finance,  

· Vijaya  Home  Loan,

· Jewel  Loan,

· V-Cash,  

· Vijaya  Wheels, 

· V-Rent Loans,

· Educational  Loans,

· V-Mortgage,

· V-Swashakthi, 

· V-Shikshak, 

· V-Rakshak, 

· Vijaya  Gold  Cash  Credit, 

· Vijaya  Secured  Over  Draft.

3.11  INTERNATIONAL  BANKING:

· Having  confined its operations within the country, the Bank  has  entered into host  of  strategic  alliances  with overseas / international banks having operations spread across the globe to further  its  international  business operations.  It  has  correspondent  banking  arrangements  with  154  international  Banks  spreading  across  67  countries across the globe. 

·  For  swift  remittance  business,  the  Bank  has  also  tied  up  with  the  Western  Union  Money  Transfer. 

·  The  Bank  is  also  actively  involved  in  export  financing  activities,  with  outstanding  export  credit stood at ` 1056 Crore  as  at  June  30th,2010.

3.12 DIVERSIFICATION:

· Realizing  the  need  for  diversification,  the  Bank  has  forayed  into  several  new  areas  of  business avenues  such  as,  Credit  Card  and  Merchant  Banking business. 

· Credit  Card  business  of  the Bank  has  shown  good  progress over the years & the bank has also introduced several new products  with the innovative features such as  Vijaya  Global  Card,  Bangalore  Card  and  also  facilities  like  cash  withdrawal  facility,  revolving  credit,  cash  back  reward  system  and  loyalty  points.  

· The  Bank  also  offers  Depository  Services, D-MAT Accounts, SMS  alert  facility,  V-Mobile  Banking. It has also launched  Online  Trading  Portal  for  the  benefit  of  the  investing  public.

3.13. TECHNOLOGICAL UPGRADATION:

· In  the  sphere  of  application  of  InfoTech  advances,  Vijaya  Bank  has  been  ahead  of  many  of  its  peers.  

· It  was  one  amongst  the  first  few  Public Sector Banks  to  implement  Core  Banking  Solutions  spread  across  1500 branches covering 100%  of  the  Bank’s  business  as  at  December  31st,  2013.  

· Bank has network of 1500 ATMs as at 2013.

· The  Bank  has  joined  National  Financial  Switch  (NFS)  maintained  by  IDRBT,  Hyderabad  by  which,  its  clients can  now  avail  24x7  access facility covering  nearly  50000  ATMs  of  97  commercial  banks,  spread  across  the  country.  

· To  facilitate  smooth  banking  operations  for  farmers,  ATM  enabled  Kissan  Card  was  launched  as  a  pilot  project  at  Coimbatore  and  the  same  has  been  extended  to  all  the  CBS  branches  where  Kissan  Cards  are  issued.  

· The  Bank  also  offers  internet  banking  facility  to  clients  offering  services  such as balance  enquiry  and  fund  transfer facilities.  

· All  branches /  Extension  Counter/  Service  Branches/  Regional  Offices  are  NEFT/  RTGS  enabled  as  at  December  31st,  2013.

3.14  CUSTOMER  SERVICE:

· Vijaya  Bank  has  made  a  mark  for  its  customer  centric  ethos  since  inception.  

· It is  committed  to  providing high  quality  customer  service. As  such,  it has  accorded  top  priority  to  timely  redressal  of  customer  grievances. 

· In  compliance  with  the  directives  of  the RBI,  the  Bank  had  constituted  a  standing  committee  on  Customer  Service & Customer Grievance Redressal Cells.  

· The  Committee  has  been  reconstituted  during  2005-06  by  inducting  a  member  representing  the  customers.  

· The  Bank  has  also  constituted  a  Customer  Service  Committee  at  the  Board  level.

3.15 HUMAN RESOURCE DEVELOPMENT:

· The  Bank  has  adopted  progressive  and  innovative  human  resource  management  policy,  bestowing  utmost  emphasis  on  training  & human resources development related  issues.  

· The  Bank  has  its  apex  Staff  College  at  Bangalore  which  has  been  refurbished  with  state-of-the-art  training  architecture & features. 

· The  Bank  has  recently  completed  HR  Audit  exercise  in  association  with  NIBM,  Pune  and  is  in  the  process  of  implementing  a  tech-enabled  Human  Resource  Management  System  (HRMS). 

· To  cope  with  the  complex  and  dynamic  market  conditions,  the  Bank  has  also  taken  recourse  to  lateral  recruitment  of  specialized  officers, experts in diversified domain through campus  recruitment  of  officers  at  entry  level.  

· The  Bank  launched  “V-Gyan  Kendra”,  a  knowledge  portal  for  effective  dissemination  of  knowledge  across  the  employees.

3.16 WORKING RESULTS:

· For the first quarter of the financial year 2013-14, Vijaya Bank posted a Net Profit of Rs.132.46 Crore as against Net Profit of Rs.111.36 Crore for the corresponding quarter of last year. 
3.17 MAJOR DEVELOPMENTS:
· Launched Online Trading services.

· Debit  Card  base  of  12.55 lakh

· 4.46lakh  clients  registered  under  SMS  Alert  facility

· Up-gradation  of  Internet  Banking  module  providing  a  hast  of  real  time  value  added  services.  

· 51957  clients  registered  under  V  Net  Banking

· 19761  clients  registered  under  V-Mobile  banking

3.18 GUIDENCE - MARCH 2014:

· Bank aims to reach a business level of Rs.2,00,000 crore with a deposit target of Rs.1,20,000 crore and advance target of Rs. 80,000 crore. 

· To concentrate on Retail Credit, MSME, Priority Sector and CASA for improving the bottom line and core earnings. 

· Increased focus on fee based income by increasing the non-fund based business. 

· Continue to monitor the advance portfolio of the Bank closely for arresting fresh delinquencies and also to improve the gross and net NPA ratios further. 

· Target more recoveries in NPA /written off accounts. 

3.19  MISSION  STATEMENT:

“To  emerge  as  a  Prime  Nationalized  Bank  backed  by  Modern  technology,  meeting  customer’s  aspirations  and  professional  banking  services  and  Sustained  growth  contributing  to  National  development”

3.20  OBJECTIVES  OF  VIJAYA  BANK:

· As  the  Tag  line  of  Vijaya  Bank  is  “A  friend  you  can  bank  upon”.  The  bank  is  also  working  hard  to  justify  this  tag  line.  The  following  are  the  objectives  of  the  Vijaya  Bank  that  they  follow:

· To maintain a high quality, low risk loan portfolio.

· To  improve  national  economy  and  uplift  the  standard  of  living  to  its  people.

· To  enlarge  client  base  of  corporate  and  non-corporate  segments  through  aggressive  credit  marketing.

· To  meet  the  genuine  credit  needs  of  the  existing  clients  and  ensure  quicker  and  prompt  credit  decisions.

· To  ensure  that  the  socio-economic  obligations  cost  on  the  bank  are  fully  met.

· To  mitigate  and  reduce  risk  associated  with  the  lending  by  improving  the  systems  and  controls  on  an  ongoing  basis.

· To maintain good relationship with other financial institution.

· To  ensure  the  provision  of  working  capital  for  all  sectors.

· To carry the business of banking through the country.

· To  render  services  such  as  deposits,  loans  &  advances,  advise,  borrowing,  leasing,  hire  purchase,  merchant  banking,  lending  etc…

3.21 THE CORPORATE MISSION:

· To  emerge  as  an  Prime  National  Bank  backed  by  modern  technology.

· To meet customer’s aspirations with professional banking services.

· To achieve sustained growth contributing to national development.

3.22 ORGANISATIONAL STRUCTURE:

· The Bank has three - tier organizational structure consisting of: 

· Head  Office

· Regional  Office

· Branches

· The  Head  Office  hosts  various  functional  departments  that  are  instrumental  in  policy  formulation  and  monitoring  of  performances  of  the  regions  and  branches.  

· The  Bank’s  26  Regional  Offices  exercise  immediate  supervision  and  control  over  the  branches  under  their  jurisdiction.  

· In  additional  to  the  branches  in  the  field  level,  there  are  12  Service  Branches  in  various  centers  and  clearing  functions.  

· To  help  the  branches  in  optimum  cash  management,  the  bank  has  set  up  29  Currency  Chests.

ORGANISATION CHART:
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3.23 BOARD  OF  DIRECTORS:

· Shri  Kannan,
                                           Chairman  &  Managing  Director

· Shri K.R.Shenoy,


       Executive  Director

· Sri  B.S.Ramarao                                       Executive Director.

· Shri V.K.Chopra,                                       Govt. Nominee  Director

· Smt. Suma Varma,                                     RBI Nominee Director .

· Sri  P.C.Nalwaya, 


       Non Official Director.

· Sri  Ashok  Gupta, 

                   Non Official Director

· Sri  P. Vaidyanathan, 

                   Shareholder Director 

· Sri  Nishank Kumar Jain, 
                   Shareholder Director 

· Smt. Bharati Rao, 


       Shareholder director 

· Sri  H. Harish Ballal                                  Officer-employee Director. 

· Shri Y. Murali Krishna, 

       Workmen Director. 

Strengths:
1. Skilled workforce
2. High profitability and revenue
3. High growth rate
4. Monetary assistance provided
5. Reduced labor costs
       Weaknesses:
1. Brand portfolio
2. Cost structure
 Opportunities:
1. Growing Economy
2. Global Markets
3. Growing Demand
4. New Markets
Threats:
1. Cash Flow
2. Financial Capacity
3. Increasing Rates Of Interest
CHAPTER: 4
ANLYSIS AND INTERPRETATION OF DATA

 FINANCIAL ANALYSIS:

The  term  financial  analysis  is  also  known  as  analysis  and  interpretation  of  financial  statements,  it  refers  to  the  process  of  determining  financial  strength  and  weakness  of  the  firm.  The  purpose  of  financial  analysis  is  to  diagnosis  the  information  contained  in  financial  statement  so  as  to  judge  the  profitability  and  financial  soundness  of  the  firm.  

RATIO ANLYSIS:

Ratio  analysis  is  a  technique  of  analysis  and  interpretation  of  financial  statements.  It  is  the  process  of  establishing  and  interpreting  various  ratios  for  helping  in  making  certain  decisions.

TYPES OF RATIOS:

· Liquidity  ratio

· Long-  term  ratio

· Profitability  ratio
LIQUIDITY RATIO:

        These  are  ratio,  which  measure  the  short-term  solvency  of  financial  position  of  a  firm.  The  short-term  obligation  of  a  firm  can  be  met  when  there  is  sufficient  liquid  asset.  These  ratios are  calculated  to  analyze  the  short-term  paying  capacity  of  the  bank.   
1. CURRENT RATIO:    

Current  ratio  may  be  defined  as  the  relationship  between  current  assets  and  current  liabilities.  The  ratio,  also  known  as  working  capital  ratio  is  general  measure  liquidity  and  is  the  most  widely  used  to  make  analysis  of  a  short  term  financial  position  or  the  liquidity  of  the  firm.  A  ratio  of  2:1  is  considered  satisfactory  as  a  rule  of  thumb.

Current Ratio= Current Assets

                                                                       Current Liabilities
TABLE 4.1:  SHOWING THE CURRENT RATIO
	YEAR
	CURRENT ASSETS (RUPEES IN THOUSANDS)
	CURRENT LIABILITY (RUPEES IN THOUSAND)
	CURRENT RATIO

	2010-2011
	560660437
	768742137
	0.7293

	2011-2012
	666332613
	905117930
	0.7361

	2012-2013
	792200483
	1054230993
	0.7514


ANALYSIS:
      Since current liabilities are greater than current asset, we  can  conclude  that  the    current  ratio  is not favorable  as  the  current  liability  are  slightly  more  than  the  current  asset.
GRAPH 4.1:  SHOWING CURRENT RATIO:
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INFERENCE:

As per the idea norm it has to be in the ratio 2:1 we  can  know  that,  the  current  ratio  for  the  year  2010-2011  was  0.7293.  In the  year  2011-2012,  it  was  0.7361 and In  the  year  2012-2013,  it  was  0.7514. 
2.  ABSOLUTE  LIQUID  RATIO  OR  CASH  RATIO:
  It  may  be  defined  as  the  relationship  between  Absolute  Liquid  Assets  and  Current  Liabilities.  Absolute  Liquid  assets  include  cash  and  marketable  securities  or  temporary  investments.  The acceptable norms for this ratio is 0.5:1

Absolute Liquid Ratio = Cash in hand and bank + Short term securities 

                                                                               Current Liabilities

TABLE 4.2:  SHOWING ABSOLUTE LIQUID RATIO:

	YEAR
	CASH IN HAND AND AT BANK + SHORT TERM SECURITIES  (RUPEES IN THOUSANDS)
	CURRENT LIABILITIES (RUPEES IN THOUSANDS)
	ABSOLUTE LIQUID RATIO

	2010-2011
	54235685
	768742137
	0.0705

	2011-2012
	64028574
	905117930
	0.0707

	2012-2013
	66447500
	1054230993
	0.0630


ANALYSIS:

The  Liquidity  ratio  in  the  year  2011  was  0.0705.  In the  year  2012  it  was  0.0707.  In the year 2013 it decreased  to  0.0630.  A  absolute  liquid  ratio  of  0.5:1  is  considered  as  satisfactory  position.  The Liquidity Ratio of the Bank is not satisfactory.  The  firm  is not in  the  good  position  to  meet  its  current  and  liquidity  position .
GRAPH 4.2:  SHOWING ABSOLUTE LIQUID RATIO  
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INFERENCE: 

The  absolute  liquid  ratio  for  the  year  2010-2011  was  0.0705.  In the year 2011-2012, it  was  0.0630.  In the year 2012-2013,it  decreased  to  0.0630.  The ratio almost remains constant all the year.  

3.  CASH POSITION RATIO:

It  may  defined  as  the  relationship between  the  available  cash  both  at  bank  and  in  hand  and  current  liabilities.  A  ratio  of  1:1  is  considered  to  be  a  good  ratio.  Such  a  ratio  would  imply  that  the  firm  has  enough  cash  on  hand  to  meet  all  the  current liability. 

                                             Cash Position Ratio   =     Cash   
                                                                       Current Liability

TABLE 4.3:  SHOWING THE CASH POSITION RATIO:

	YEAR
	CASH IN THE FIRM (RUPEES IN THOUSANDS)
	CURRENT LIABILITY (RUPEES IN THOUSANDS)
	CASH POSITION RATIO

	2010-2011
	48818386
	768742137
	0.0635

	2011-2012
	45425345
	905117930
	0.0501

	2012-2013
	39176972
	1054230993
	0.0371


ANALYSIS:

The cash position ratio in the year 2011 was 0.0635. In the year 2012, it decreased by 0.0501. In the year 2013, it is decreased by 0.0371. A cash position ratio of 1:1 is considered as satisfactory. 
TABLE 4.3:  SHOWING THE CASH POSITION RATIO:
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INFERENCE:

A  ratio  of  1:1  is  considered  to  be  a  good  ratio . From  the  above  table  it is analyzed that  the  Cash  Position  Ratio  is  0.0635 in the year  2010-2011. In the year 2011-2012, it has decreased by 0.0501. In the year 2012-2013, it is decreased by 0.3071. A cash position ratio of 1:1 is considered as satisfactory.

LONG - TERM FINANCIAL POSITION RATIO:

1. DEBT EQUITY RATIO:

 Debt  Equity  Ratio,  also  known  as  External-Internal  Equity  Ratio  is  calculated  to  measure  the  relative  claims  of  outsiders  and  the  owners  (i.e.  Shareholders)  against the firm’s  assets.  This  ratio  indicates  the  relationship  between  the  external  equities  or  the  outsiders  funds  and  the  internal  equities  or  the  shareholders  funds.  The Debt Equity  Ratio  of  1:1  is  generally  accepted
Debt Equity Ratio=     Long term debts

                                                                              Shareholders Funds

TABLE 4.4:  SHOWING DEBT EQUITY RATIO:
	YEAR
	    LONGTERM DEBTS (RUPEES IN THOUSANDS)
	SHAREHOLDERS FUNDS (RUPEES IN THOUSANDS)
	DEBT EQUITY RATIO

	2010-2011
	768736137
	48170011
	15.95

	2011-2012
	905117930
	52522190
	17.23

	2012-2013
	1054230993
	55586509
	18.96


ANALYSIS:

The  Debt  equity  Ratio  form  the  above  calculation  is  worth 15.95  in  2011,  it  has  increased  by  17.23 in  2012 and their  was  a  slight  increase  to  18.96  in  2013.  The  fund  has  increased  due  to  an  increase  in  the  deposits  of  the  Bank.  From  the  above  we  can  conclude  that  the  long  term  position  of  the  Bank  is  good.

GRAPH 4.4:  SHOWING DEBT EQUITY RATIO:
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INFERENCE:

The Debt Equity Ratio of 1:1 is  generally  accepted . From  the  above  table it is analyzed  that  the  debt  equity  ratio is  15.95  in  the  year  2010-2011.  In  the  year  2011-2012,  it  is  increased by 17.23.  In  the  year  2012-2013,  it  increased  by  18.96.  
  2.   PROPRIETORY RATIO:

 Proprietary  Ratio  is  also  known  as  Equity  Ratio  or  Shareholders to  Total  Equity  Ratio  or  Net  worth  to  Total  Assets  Ratio.  This  Ratio  establishes  the  relationship  between  shareholders  funds  to  total  assets  of  the  firm.  The  Ratio  of  proprietors  funds  to  total  funds  is  an  important  ratio  for  determining  long-term  solvency  of  the  firm.  The  components  of  this  ratio  are  ‘shareholders’  Funds  or  Proprietors  Funds  and  Total  Assets.

Proprietary Ratio= Shareholder’s Fund

                                                                        Total Assets

TABLE 4.5:  TABLE SHOWING PROPRIETORY RATIO:

	YEAR
	SHAREHOLDERS FUND(RUPEES IN THOUSANDS)
	TOTAL ASSETS(RUPEES IN THOUSANDS)
	PROPRIETORY RATIO

	2010-2011
	48170011
	816906148
	0.0589

	2011-2012
	52522190
	957640120
	0.0548

	2012-2013
	55586509
	1109817502
	0.0500


ANALYSIS:

 This  ratio  delivered  from  above  data  which  is  0.0589  in  the  year  2011,  it  decreased  to  0.0548  in  2012,  then  it  decreased  to  0.0500  in  2013 . This shows that there is an acute shortage of both total assets and shareholders funds.      

GRAPH 4.5:  SHOWING PROPRIETORY RATIO:
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INFERENCE:
The  proprietary  ratio  is  0.0589  in  the  year  2010-2011.  In the year 2011-2012, it  is  0.0548.  In the year 2012-2013, it is  0.0500.
3.   SOLVENCY RATIO:

 The  solvency  ratio  indicates  the  relationship  between  the  external  liability and  Total  assets.  Generally  lower  the  solvency  ratio,  more  satisfactory  or  stable  is  the  long-term  solvency  position  of  a  firm.

Solvency Ratio = External Liability

                              Total Assets

TABLE 4.6:  SHOWING SOLVENCY RATIO:

	YEAR
	EXTERNAL LIABILITY (RUPEES IN THOUSANDS
	TOTAL ASSETS (RUPEES IN THOUSANDS)
	SOLVENCY RATIO

	2010-2011
	768736137
	816906148
	0.9410

	2011-2012
	                905117930          
	957640120
	0.9451

	2012-2013
	1054230993
	1109817502
	0.9499


ANALYSIS:

The above ratio  show  0.9410  in  the  year  2011.  In  the  year  2012,  it  was  0.9451 and in  the  year  2013,  it  was  0.9499 .  We  can  notice  from  the  ratio  calculated  above  that  they  have  remained  almost  the  same  in  the  three  consecutive  year.

GRAPH 4.6:  SHOWING SOLVENCY RATIO:
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INFERENCE:
Generally  lower  the  solvency  ratio,  more  satisfactory  or  stable  is  the  long-term  solvency  position  of  a  firm . From the  above table  it is analyzed that  solvency  ratio  is  0.9410  for  the  year  2010-2011.  In  the  year  2011-2012,  it  is  0.9451 and  In  the  year  2012-2013,  it  is  0.9499  .  The  solvency  ratio  of  the  Bank  remains  constant  in  all  the  years.    

4. FIXED ASSETS  TO  PROPRIETOR’S  RATIO:

           The  ratio  establishes  the  relation  between  fixed  assets  and  shareholder’s  funds.   

             Fixed Assets to Proprietor’s Ratio = Fixed Assets

                                                                        Shareholders Funds

TABLE 4.7: SHOWING FIXED ASSESTS TO PROPRIETOR’S RATIO
	YEAR
	FIXED ASSETS (RUPEES IN THOUSANDS)
	SHAREHOLDERS FUND (RUPEES IN THOUSANDS)
	FIXED ASSETS TO PROPIETORY RATIO IN PERCENTAGE

	2010-2011
	4859937
	48170011
	10.08

	2011-2012
	4869479
	52522190
	9.27

	2012-2013
	4767366
	55586509
	8.57


ANALYSIS:

The above ratio shows 10.08 in  the  year  2011.  In  the  year  2012,  it  decreased by 9.27 and in  the  year  2013,  it  decreased  to  8.57 . 
GRAPH4.7: SHOWING FIXED ASSETS TO PROPRIETORS RATIO:
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INFERENCE:

From  the  above  graph  it is analyzed that,  the  fixed  assets  to  proprietary  ratio  is 10.08  for  the  year  2010-2011.  In  the  year  2011-2012,  it to decreased 9.27 and in  the  year  2012-2013,  it  was  decreased  to  8.57 .

5.  FIXED ASSETS RATIO:

 It  may  be  defined  as  the  relationship  between  the  fixed  assets  to  total  long-term  funds.  This  ratio  indicates  the  extent  to  which  the  total  of  fixed  assets  are  financed  by  long  term  funds  of  the  firm.

                               Fixed Assets Ratio =       Fixed Assets

                                                                   Total Long Term Funds 

TABLE 4.8: SHOWING FIXED ASSETS RATIO:

	YEAR
	FIXED ASSETS (RUPEES IN THOUSANDS)
	TOTAL LONG TERM FUNDS (RUPEES IN THOUSANDS)
	FIXED ASSETS RATIO

	2010-2011
	4859937
	800906936
	0.0060

	2011-2012
	4869479
	937261294
	0.0051

	2012-2013
	4767366
	1089677042
	0.0043


ANALYSIS:

The  above  ratio  shows  0.0060  on  the  year  2011.  In  the  year  2012  it  was  0.0051 and  in  the  year  2012,  it  was  0.0043.  We  can  notice  that  the  total  long  term  fund  is  more  than  the  fixed  assets.  This  indicates  that  fixed  assets  are  financed  by  the  total  long  term  funds.  By  this  we  can  conclude  that  the  Bank’s  financial  position  is  very  good.
GRAPH 4.8:  SHOWING FIXED ASSETS RATIO:
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INFERENCE: 

From  the  above  ratio  it can be analyzed that  the  fixed  assets  ratio  is  0.0060  in  the  year  2010-2011.  In  the  year  2011-2012,  it  is  0.0051.  and  in  the  year  2012-2013,  it  is  0.0043.
6.  TOTAL DEBT  TO  TOTAL  FUNDS  RATIO: 

This  ratio  shows  the  relationship  between  debts  and  total  funds  employed  in  the  business.  The  term  debt  include  long  term  loans  and  current  liabilities.  Total  funds  employed  include  shareholders  funds,  long  term  loans  and  current  liabilities.

Debt to Total Funds Ratio = Total debt

                                                   Total Fund
TABLE 4.9:  SHOWING TOTAL DEBT TO TOTAL FUNDS RATIO:

	YEAR
	TOTAL DEBT (RUPEES IN THOUSANDS)
	TOTAL FUNDS (RUPEES IN THOUSANDS)
	TOTAL DEBT TO TOTAL FUNDS RATIO

	2010-2011
	768736137
	816906048
	0.9410

	2011-2012
	905117930
	957640120
	0.9451

	2012-2013
	1054230993
	1109817502
	0.9500


ANALYSIS:

From  the  above  we  table  we  can  know  that  the  total  debt  to  total  funds  ratio  is  0.9410,  in  the  year  2010-2011.  In the year 2011-2012, it is   0.9451.  In the year  2012-2013,  it  was  increased  to  0.9500.
GRAPH 4.9:  SHOWING TOTAL DEBT TO TOTAL FUNDS RATIO:
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INFERENCE:
The above ratio shows 0.9410 in the year 2010-2011.  In the year 2011-2012, it was 0.9451.  In the year 2012-2013, it was increased to 0.9500.  The lower the ratio better is for the creditor.  By  this  we  can  conclude  that  the  Bank’s  financial  position  is  very  good.

7.  CAPITAL GEARING RATIO:

 This  is  ratio  between  the  fixed  interest  bearing  securities  and                                   equity  share  capital.  This  ratio  indicates  the  relationship  between  the  fixed  interest  bearing  securities  and  equity  share  capital  or  the  shareholders  fund.  A  company  is  highly  geared  if  this  ratio  is  more  than  one.  

Capital Gearing Ratio= Fixed Income Securities

                                                                                 Share Capital

TABLE 4.10:  SHOWING CAPITAL GEARING RATIO:
	YEAR
	FIXED INCOME SECURITY (RUPEES IN THOUSANDS)
	SHARE  CAPITAL  (RUPEES  IN  THOUSANDS)
	CAPITAL GEARING RATIO

	2010-2011
	56838600
	16726668
	3.3980

	2011-2012
	58072371
	16955391
	3.4250

	2012-2013
	68906108
	16955391
	4.0639



ANALYSIS:

From  the  above  table  we  can  know  the  capital  gearing  ratio  for  the  year  2011  was 3.3980  .  In  the  year  2012,  it  was 3.4250 and in  the  year  2013  it  increased  to 4.0639 .  From  this  we  can  interpret  that  the  firm  is  a highly  geared  firm  as  the  ratio  in  all  the  years  is  above  1.  The  position  of  the  firm  of  the  is  said  to  be  good.
GRAPH 4.10:  SHOWING CAPITAL GEARING RATIO:

[image: image16.emf]0

5

10

15

20

25

2011 2012 2013

OPERATING RATIO





INFERENCE: 

The  ratio that is analyzed  from  the  above  table  is  3.3980,  3.4250 and 4.0639  in  the  year  2010,  2011 and  2012.

PROFITABILTIY RATIOS:
1. OPERATING RATIO:
Operating  ratio  establishes  the  relationship  between  operating  expenses  on  the  one  hand  and  the  sales  on  the  other.  

Operating Ratio = Operating Cost
                                                                           Net Sales

TABLE 4.11:  SHOWING OPERATING RATIO:

	YEAR
	OPERATING COST (RUPEES IN THOUSANDS)
	NET SALES (RUPEES IN  THOUSANDS)
	RATIO  IN  PERCENTAGE

	2010-2011
	14332823
	58440603
	24.52

	2011-2012
	12009648
	90518845
	13.26

	2012-2013
	13629739
	79881253
	17.06


ANALYSIS:

 The  above  ratio  shows 24.52 for   year  2011.  In  2012  it  came  up  to  13.26%.  and  it  was  17.06%  in  the  year  2013.  Lower  the  operating  ratio,  the  more  favorable  it  is.  So  we  can  conclude  that  the  Bank  financial  position  is  not satisfactory .
GRAPH 4.11:  SHOWING OPERATING RATIO:
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INFERENCE:

 From  the  above  graph  it is analyzed that  the  operating  ratio  is 24.52 for  the  year  2010-2011.  In  the  year  2011-2012,  it  was  13.26.  In  the  year  2012-2013,  it  was  17.06.
2.    RETURN OF SHAREHOLDERS INVESTMENT RATIO:
Return  of  shareholders  investment  ratio  shows  the  relationship  between  the  net  profit  and  the  shareholders  fund.  The  ratio  of  the  net  profit  to  shareholders  fund  shows  the  extent  to  which  profitability  objective  is being  achieved.  

Return on Shareholders Fund     =    Net Profit
                                                                                        Shareholder’s Fund
TABLE 4.12:  SHOWING RETURN ON SHAREHOLDERS FUND:

	YEAR
	NET PROFIT (RUPEES IN THOUSAND)
	SHAREHOLDERS FUND (RUPEES IN THOUSAND)
	RETURN ON SHAREHOLDER FUND IN PRECENTAGE

	2010-2011
	5238185
	48170011
	10.8743

	2011-2012
	5809969
	52522190
	11.0619

	2012-2013
	5856092
	55586509
	10.5350


ANALYSIS:

From  the  above  table  shows  that  the  ratio  is  10.8743%  in  the  year  2011.  In  the  year  2012,  it  was increased by 11.0619% and In  the  year  2013,  it  was  decreased  to  10.5350 . The  ideal  ratio  is  13%  higher  is  the  ratio  better  is  for  the  concern.  By  this  we  can  conclude  that  the  Bank  is  below the ideal ratio .

GRAPH 4.12:  RETURN ON SHAREHOLDERS FUND:
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INFERENCE:

From  the  above  graph  it can be analyzed that  the  return  on  shareholders  fund  for  the  year  2011,  2012 and  2013  is  10.8743,  11.0619 and  10.5350 respectively.

3. WORKING  CAPITAL  TURNOVER  RATIO:
Working  capital  turnover  ratio  shows  the  relationship  between  the  Net  sales  and  working  capital.  Working  capital  is  the  difference  between  the  current  assets  and  the  current  liability.

Working Capital Turnover Ratio = Net Sales

                                                                                           Working Capital

TABLE 4.13: SHOWING WORKING CAPITAL TURNOVER

 RATIO:

	YEAR
	NET SALES (RUPEES IN THOUSANDS)
	WORKING CAPITAL (RUPEES IN THOUSANDS)
	WORKING CAPITAL TURNOVER RATIO

	2010-2011
	58440603
	261413859
	0.2235

	2011-2012
	90518845
	313074011
	0.2891

	2012-2013
	79881253
	378508662
	0.2110


ANALYSIS:

The above ratio table shows 0.2235 in the year 2011.  In the year 2012, it increased to 0.2891.  In  the  year  2012,  it  decreased  to  0.2110. There is an increase in working capital due to higher growth in current assets and decreased liabilities. This shows that most of the working capital is a part of current assets such as inventories, cash and bank balances.
GRAPH 4.13:  SHOWING WORKING CAPITAL TURN OVER RATIO:

[image: image19.emf]0 5 10 15

2011

2012

2013

CURRENT  ASSETS  TO 

NET  WORTH  RATIO


INFERENCE:

From  the  above  ratio  we  can  know  that  the  working  capitals  turnover  ratio  for  the  year  2011,  2012 and  2013  is  0.2235,  0.2891 and  0.2110  respectively. 
4.  CURRENT  ASSETS  TO  NET  WORTH  RATIO:  
 The  ratio  is  calculated  by  dividing  the  total  of  current  assets  by  amount  of  shareholders  funds.  The  ratio  indicates  the  extent  to  which  proprietors  funds  are  invested  in  current  assets.

Current Assets to Net Worth Ratio= Current Assets
                                                                 Net Worth
TABLE 4.14:  SHOWING CURRENT ASSETS TO NET WORTH RATIO:

	YEAR
	CURRENT ASSETS (RUPEES IN THOUSANDS)
	NET WORTH (RUPEES IN THOUSANDS)
	CURRENT ASSETS TO NET WORTH RATIO

	2010-2011
	560660437
	48170011
	11.6392

	2011-2012
	666332613
	52522190
	12.6866

	2012-2013
	792200483
	55586509
	14.2516


ANALYSIS:

The  above  table  shows 11.6392   in  the  year  2011.  In  the  year  2012,  it  was  12.6866.  and  in  the  year  2013  it  was  14.2516.  Here  the  proprietors  fund  are  less  than  the  current  assets,  which  indicates  the  financial  strength  of  the  Bank  is  not  up  to  the  mark  and  their  is  insufficient  funds  for  the  current  assets.
GRAPH  4.14:  SHOWING  CURRENT  ASSETS  TO  NET  WORTH  RATIO:
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INFERENCE:

From  the  above  graph  it can be analyzed that  the  current  assets  to  net  worth  ratio  for  the  year  2011 is  11.6392.  In  the  year  2012,  it  was  12.6866 and  in  the  year  2013  it  was  14.2516.

5. CURRENT  LIABILITY  TO  NET  WORTH  RATIO:
Current  liability  to  Net  worth  ratio  shows  the  relationship  between  the  current  liability  and  the  amount  of  shareholders  fund.  This  ratio  indicates  the  relative  contribution  of  the  short  term  creditors  and  the  owners  capital.  The  desirable  level  set  for  this  ratio  is  1/3  or  33.33%

Current Liability to Net Worth= Current Liability
                                                           Net Worth
TABLE 4.15:  SHOWING CURRENT LIABILITY TO NET WORTH RATIO:

	YEAR
	CURRENT LIABILITY (RUPEES IN THOUSAND)
	NET WORTH (RUPEES IN THOUSAND)
	CURRENT LIABILITY TO NET WORTH RATIO

	2010-2011
	768742137
	48170011
	18.2295

	2011-2012
	905117930
	52522190
	17.2330

	2012-2013
	1054230993
	55586509
	18.9655


ANALYSIS:

The  above  table  shows  18.2295 in  the  year  2011.  In  the  year  2012  it  was  17.2330 and in  the  year  2013  it  was  18.9655.  Since,  the  ratio  is  higher  than  the  standard  ratio  it  means  that  the  liability  base  of  the  bank  does  not  provides  an  adequate  cover  for  long  term  funds.
GRAPH 4.15:  SHOWING CURRENT LIABILITY TO NET WORTH RATIO:
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INFERENCE:

From  the  above  graph  it can be analyzed that  the  current  liability  to  net  worth  ratio  for  the  year  2011,  2012 and  2013  are  18.2295,  17.2330 and 18.9655  respectively.

6. RETURN  ON  ASSETS:

Return  on  assets  shows  the  relationship  between  the  net  profit  and  current  assets.  Return  on  assets  indicates  the  return  a  company  is  generating  on  the  firm’s  current  assets.

Return on Assets= Net Profit
                                                                            Current Assets
TABLE 4.16:  SHOWING RETURN ON ASSETS:
	YEAR
	NET PROFIT (RUPEES IN THOUSANDS)
	CURRENT ASSETS (RUPEES IN THOUSANDS)
	RETURN ON ASSETS IN PERCENTAGE

	2010-2011
	5238185
	560660437
	0.9342

	2011-2012
	5809969
	666332613
	0.8719

	2012-2013
	5856092
	792200483
	0.7392


ANALYSIS:

From  the  above  table  we  can  see  that  the  Return  On  Assets  for  the  year  2011  was  0.9342%.  In  the  year  2012,  it  was decreased to 0.8719% and in  the  year  2013,  it  was  decreased  to  0.7392% .  By  this  we  can  know  that  the  Return  on  assets  of  the  Bank  is  very  low  and  this  indicates  the  poor  earnings  of  the  Bank.
GRAPH 4.16:  SHOWING RETURN ON ASSETS:
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INFERENCE:

From  the  above  graph  it can be analyzed that  the  return  on  assets  for  the  year  2011  is  0.9342%.  In the year 2012, it is 0.8719% and in the year 2013, it was 0.7392%.
7. RETURN  ON  TOTAL  ASSETS:

This  ratio  is  calculated  to  measure  the  Net  profit  against  the  amount  invested  in  total  assets  to  ascertain  whether  assets  are  being  utilized  properly  or  not.
                                 Return on Total Assets= Net profit

                                                                               Total Assets
TABLE 4.17:  SHOWING RETURN ON TOTAL ASSETS:

	YEAR
	NET PROFIT (RUPEES IN THOUSANDS)
	TOTAL ASSETS (RUPEES IN THOUSANDS)
	RETURN ON TOTAL ASSETS IN PERCENTAGE

	2010-2011
	5238185
	816906148
	0.6412

	2011-2012
	5809969
	957640120
	0.6066

	2012-2013
	5856092
	1109817502
	0.5276


ANALYSIS:

From  the  above  table  we  can  see  that  return  on  total  assets  is  0.6412%  in  the  year  2011.  In the year 2012, it was 0.6066%.  In the year  2013,  it  was  decreased  to  0.5276%. A  return  of  10%   is considered  as  the  ideal  ratio.  But  the  return  is  less  than  the  10%.  It  indicates  the  lower  productivity  of  the  resources  in  the  Bank.    
GRAPH 4.17:  SHOWING RETURN ON TOTAL ASSETS:
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INFERENCE:

From  the  above  table  it can be analyzed that  the return  on  total  assets  for  the  year  2011,  2012, and  2013  are  0.6412%,  0.6066% and  0.5276% respectively.

8. NET  PROFIT:
Net  profit  shows  the profitability  of  the  organization.  Higher  the  net  profit  better  is  for  the  organization.

TABLE 4.18:  SHOWING NET PROFIT:   

	YEAR
	NET  PROFIT  (RUPEES  IN  THOUSANDS)

	2010-2011
	5238185

	2011-2012
	5809969

	2012-2013
	5856092


ANALYSIS:

From  the  above  table we  know  that  the  net  profit  of  the  Bank  is  increasing  every  year . By  this  we  can  conclude  that  the  net  profit  position  of  the  Bank  is  very  good.  Due to higher customer account openings and better sales of various premiums helped the organization.
GRAPH 4.18:  SHOWING NET PROFIT:
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INFERENCE:

From  the  above  table  it ca be analyzed that  the  net  profit  for  the  years  2011,  it  was 5238185 .  In  the  year  2012,  it  was  5809969. In  the  year  2013,  it  increased  to  5856092.      
9.   ADVANCES:
 Advances  is  issuing  of  loans  to  the  people  who  are  in  need  of  the  funds.  Loans  are  issued  to  business  men,  small  scale  industrialists  to  promote  and  expand  their  business  and  they  also  give  loans  to  agriculturist.  The Bank charges interest on the  loan  given.  The interest depend on  the  type  of  loan  taken.      

TABLE 4.19:  SHOWING ADVANCES:

	YEAR
	ADVANCES (RUPEES IN THOUSANDS)

	2010-2011
	487186265

	2011-2012
	579037428

	2012-2013
	697657621


ANALYSIS:

From  the  above  table  we  can  know  that  the  advances  on  the  year  2011  was  Rs. 487186265.  In  the  year  2012,  it  was  Rs. 579037428.  and  in  the  year  2013,  it  was  Rs. 697657621.  The  advances  has  increased  every  year.  This  shows  that  the  Bank  has  issued  more  loans  every  year.  This  shows  that  the  Bank  is  in  the  sound  position.
GRAPH 4.19:  SHOWING ADVANCES:
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 INFERENCE:

From  the  above  table  it can be analyzed that  the  advances  for  the  year  2011,  2012 and  2013  is  Rs.487186265,  Rs.579037428,  and RS 697657621 respectively.
10.   DEPOSITS:

Certain  amount  of  the  peoples  earnings  are  kept  aside  as  savings.  These savings are deposited in the bank.  And  the  bank  provide  some  interest  on  the  deposit  made.  The interest depends on the type of the deposits made.  This increases the saving habits of the people.
TABLE 4.20: SHOWING DEPOSITS:

	YEAR
	DEPOSITS (RUPEES IN THOUSANDS)

	2010-2011
	732483190

	2011-2012
	830555103

	2012-2013
	970172386


ANALYSIS:

From  the  above  table  we  can  know  that  the  deposits  for  the  year  2011  is  Rs. 732483190.  In  the  year  2012,  it  was  Rs. 830555103.  In  the  year  2013,  it  was  Rs. 970172386.
TABLE 4.20: SHOWING DEPOSITS:
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INFERENCE:

From  the  above  table  it can be analyzed that  the  deposits  for  the  year  2011  is  Rs.732483190.  In  the  year  2012,  it  was  Rs.830555103. In  the  year  2013,  it  was  Rs.970172386.
CHAPTER-5

SUMMARY OF FINDINGS, SUGGESTIONS AND CONCLUSIONS

FINDINGS:

1. Since current liabilities are greater than current asset, we  can  conclude  that  the  current  ratio  is not favorable  as  the  current  liability  are  slightly  more  than  the  current  asset.
2. The  Liquidity  ratio  in  the  year  2011  was  0.0705.  In the  year  2012  it  was  0.0707.  In the year 2013 it decreased  to  0.0630.  A  absolute  liquid  ratio  of  0.5:1  is  considered  as  satisfactory  position.  The Liquidity Ratio of the Bank is not satisfactory.  The  firm  is not in  the  good  position  to  meet  its  current  and  liquidity  position .

3. The cash position ratio in the year 2011 was 0.0635. In the year 2012, it decreased by 0.0501. In the year 2013, it is decreased by 0.0371. A cash position ratio of 1:1 is considered as satisfactory 

4. The  Debt  equity  Ratio  form  the  above  calculation  is  worth 15.95  in  2011,  it  has  increased  by  17.23 in  2012 and their  was  a  slight  increase  to  18.96  in  2013  .  The  fund  has  increased  due  to  an  increase  in  the  deposits  of  the  Bank.  From  the  above  we  can  conclude  that  the  long  term  position  of  the  Bank  is  good.
5. This  ratio  delivered  from  above  data  which  is  0.0589  in  the  year  2011,  it  decreased  to  0.0548  in  2012,  then  it  decreased  to  0.0500  in  2013 .   
6.  The above ratio  show  0.9410  in  the  year  2011.  In  the  year  2012,  it  was  0.9451 and in  the  year  2013,  it  was  0.9499 .  We  can  notice  from  the  ratio  calculated  above  that  they  have  remained  almost  the  same  in  the  three  consecutive  year
7.  The above ratio shows 10.08 in  the  year  2011.  In  the  year  2012,  it  decreased by 9.27 and in  the  year  2013,  it  decreased  to  8.57 . 
8. The  above  ratio  shows  0.0060  on  the  year  2011.  In  the  year  2012  it  was  0.0051 and  in  the  year  2012,  it  was  0.0043.  We  can  notice  that  the  total  long  term  fund  is  more  than  the  fixed  assets.  This  indicates  that  fixed  assets  are  financed  by  the  total  long  term  funds.  By  this  we  can  conclude  that  the  Bank’s  financial  position  is  very  good.
9. From  the  above  we  table  we  can  know  that  the  total  debt  to  total  funds  ratio  is  0.9410,  in  the  year  2010-2011.  In the year 2011-2012, it is   0.9451.  In the year  2012-2013,  it  was  increased  to  0.9500.

10.   From  the  above  graph  we  can  know  the  capital  gearing  ratio  for  the  year  2011  was 3.3980  .  In  the  year  2012,  it  was 3.4250 and in  the  year  2013  it  increased  to 4.0639 .  From  this  we  can  interpret  that  the  firm  is  a highly  geared  firm  as  the  ratio  in  all  the  years  is  above  1.  The position of the firm is good.
11. The  above  ratio  shows 24.52 for   year  2011.  In  2012  it  came  up  to  13.26%.  and  it  was  17.06%  in  the  year  2013.  Lower  the  operating  ratio,  the  more  favorable  it  is.  So  we  can  conclude  that  the  Bank  financial  position  is  not satisfactory .
12.  From  the  above  graph  shows  that  the  ratio  is  10.8743%  in  the  year  2011.  In  the  year  2012,  it  was increased by 11.0619% and In  the  year  2013,  it  was  decreased  to  10.5350 . The  ideal  ratio  is  13%  higher  is  the  ratio  better  is  for  the  concern.  By  this  we  can  conclude  that  the  Bank  is  below the ideal ratio.

13. The above ratio shows 0.2235 in the year 2011.  In the year 2012, it increased to 0.2891.  In  the  year  2012,  it  decreased  to  0.2110.

14.  The  above  graph  shows 11.6392   in  the  year  2011.  In  the  year  2012,  it  was  12.6866.  and  in  the  year  2013  it  was  14.2516.  Here  the  proprietors  fund  are  less  than  the  current  assets,  which  indicates  the  financial  strength  of  the  Bank  is  not  up  to  the  mark  and  their  is  insufficient  funds  for  the  current  assets.
15.  The  above  graph  shows  18.2295 in  the  year  2011.  In  the  year  2012  it  was  17.2330 and in  the  year  2013  it  was  18.9655.  Since,  the  ratio  is  higher  than  the  standard  ratio  it  means  that  the  liability  base  of  the  bank  does  not  provides  an  adequate  cover  for  long  term  funds.
16. From  the  above  graph  we  can  see  that  the  Return  On  Assets  for  the  year  2011  was  0.9342%.  In  the  year  2012,  it  was decreased to 0.8719% and in  the  year  2013,  it  was  decreased  to  0.7392% .  By  this  we  can  know  that  the  Return  on  assets  of  the  Bank  is  very  low  and  this  indicates  the  poor  earnings  of  the  Bank
17. From  the  above  graph  we  can  see  that  return  on  total  assets  is  0.6412%  in  the  year  2011.  In the year 2012, it was 0.6066%.  In the year  2013,  it  was  decreased  to  0.5276%. A  return  of  10%   is considered  as  the  ideal  ratio.  But  the  return  is  less  than  the  10%.  It  indicates  the  lower  productivity  of  the  resources  in  the  Bank
18. From  the  above  graph  we  can  do  that  the  net  profit  of  the  Bank  is  increasing  every  year . By  this  we  can  conclude  that  the  net  profit  position  of  the  Bank  is  very  good.

19. From  the  above  graph  we  can  know  that  the  advances  on  the  year  2011  was  Rs. 487186265.  In  the  year  2012,  it  was  Rs. 579037428.  and  in  the  year  2013,  it  was  Rs. 697657621.  The  advances  has  increased  every  year.  This  shows  that  the  Bank  has  issued  more  loans  every  year.  This  shows  that  the  Bank  is  in  the  sound  position
20. From  the  above  table  we  can  know  that  the  deposits  for  the  year  2011  is  Rs. 732483190.  In  the  year  2012,  it  was  Rs. 830555103.  In  the  year  2013,  it  was  Rs. 970172386

SUGGESTIONS:

· Liquidity  position  of  the  Bank  is  not  up  to  the  mark.  Hence  it  is  advisable  for  Vijaya  Bank  to  increase  the  current  assets  to  meet  the  current  liability  or  short  term  obligation.
· The  fixed  assets  ratio  is  decreasing  over  the  years,  which  indicates  the  proportion  of  fixed  assets  is  less  than  the  current  assets.  Hence  there  is  decrease  in  the  working  capital  over  the  years,  increase  in  working  capital  leads  to  appropriation  of  funds.  Therefore  it  is  suggested  to  Vijaya  Bank  to  increase  the  percentage  of  fixed  assets  to  total  assets.

· The  overall  profitability  of  the  Bank  should  improve  in  shares  to  pay  higher  rate  of  dividends.

· The  profitability  ratio  reveals  that  the  company  is  not  sufficient  to  finance  the  assets  of  the  Bank.

· Vijaya  Bank  is  a  nationalized  bank  facing  cut  throat  competition  from  the  others  private  and  multi  nationals.  Therefore  Vijaya  Bank  should  concentrate  on  promotional  activities  and  increase  the  number  of  services  to  retain  the  old  customers  and  attract  new  customers.

· Though  Vijaya  Bank  is  providing  facilities  like  E-Banking  and  ATM’s.  it  can  improve  its  facilities  such  as  mobile  banking,  increase  in  ATM  centers  in  order  to  provide  service  at  ease  to  customers.

· The  Bank  can  increase  its  market  share  in  India’s  expanding  banking  and  financial  services  industry  by  following  a  disciplined  growth  strategy  and  delivering  growth  strategy  and  delivering  high  quality  customer  services
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