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ABSTIEACI;‘, ortant role in the economic development of a nation. They have control over a large pa
Banks play an 1

t of the financial system, and are also ac
in cil ion. Banks are a fundamental componen i

i mo?fn::.rlf;tr:uii"ti?s fnalgle an attempt is made to study the perfonneda.nce of the public sector banks
gﬁc&n ratio am;lysis. For this study ten public sector banks are selected.

i nsidered as the main engine driving ghe economy. Equity market
;‘:;;?:femr:rir;eitn :;a:)? :;ei;ing countries and hence its role in economic de:lelo_prgeli-:; cannot bc ovel
investment in stock involves many risks. The investors hfwe to carry an.d an an y;;s :m;e li?:vmolvés'
of the investors are unaware about the analysis to be carried out before investing, }sk Raz \; i
per share, price to eamings ratio, book value and DPS,. RpA, Current Raltlo and Quicl 0 of the
analysis helps the investor to know whether the stock is in over sold region or over bought region and
reversals. Based on these analyses investors can make decisions to buy or sell stocks.
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INTRODUCTION: Financial sector reforms, rising

Banks are a fundamental component of the financial system favorable regulatory climate has led to Ind
and active players in financial markets. The essential role of of the fastest growing banking markets
a bank is to connect those who have capital, with those who total assets of Indian banking sector
seek capital. Public sector banks play an important role in 2007, it increased to 95,733 billion (
the economic development of India. Banks are the main total deposits of Indian banking sector w
stay of economic progress of a country, because the and it was 74,275 billion in 2013. The
development  greatly depends upon the extent of between 2007 and 2013, The total loans a
mobilization of resources and investment and on the by the Indian banking sector in 2007 v
iency of the various segments of the in 2013 it was 58,797 billion with a g
cconomy. Thus, in the modern economy, banks have 2013. The total profits of the Indian banki
become a part and parce of ajj economic activities in India, crores jn 2012 and 912 crores in 2013,

established by the Indian banking sector
95,686 and they increased to 114,014 ATMs |

Development of Public Sector Banks in In
Public sector in the banking industry e

Nationalization of Imperia| Bank of India
creation of the State Bank of India 35.
of India is unique i several respects and
\ of preeminence as the agent of RBI whe
Rmmedonlo.oszou ey branches. The public sector j
<epted on 11,07, 4 caé\liwh?g I;om.ps,zulg rerved  oocted With two roung ;
Asian J, Management 5(4). 00 . : all right 1969 jor. petu i
W April ;)91‘814 M3jor private sector banks
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th 6 more bans. =t
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b term public sector banks are used commonly in India.
s refers to banks that have their shares listed in the stock
changes NSE and BSE and also the Government of India
.ds majo[f!}' stake in these banks. They can also be
med as government owned banks. The following public
otor banks i.e., Andhra Bank, Syndicate Bank, Indian
ink, State bank of India, Bank of Baroda, Dena Bank,
anara Bank, Central Bank of India and Indian Overseas
anks are selected for the study.

he high CAGR exhibited by India’s Bankex demonstrates
industry’s resilience to recession and economic
stability. This resilience primarily stems from two factors,
<t the highly regulated Indian banking sector restricts
osure to high risk assets and excessive leveraging.
econd, the Indian economy’s overall growth rate has been
hu higher than other economies worldwide,

he growth of Indian banks, especially in the public sector,
an be optimised through increasing productivity and
ficient human resource management. Sustained
overnment support and a careful re-evaluation of existing
usiness strategies can set the stage for Indian banks to
ecome bigger and stronger, thereby setting the stage for
xpansions into a global consumer base.

the total assets of public sector banks in 2007 was 24,402
illion, they increased to 69,619 billion in 2013. Their share
h Indian banking sector was 70.57% in 2007 and it was
9.72% in 2013. The growth of the total assets was 185%
etween 2007 and 2013,

he total deposits of public sector banks was 19,942 billion
p 2007 and it increased to 52,469 billion (163%) in
013.They play a key role and have major part in Indian
anking sector. The share was 73.94% in 2007 and it was
0.62% in 2013.The loans and advances of public sector
anks was 14.401 billion in 2007 and it increased to 40,540
illion (181.50%) in 2013.

he public sector banks loans share in the Indian banking
sctor was 72.69% in 2007 and it was 68.95% in 2013. The
ublic sector banks have been operating 52,880 branches in
08, the branches increased to 72,903. The growth
tween 2008 and 2013 was 37.86%. Among total branches
013, 24,126 are in rural, 19,554 are in semiurban,
0 branches are in urban and 13,903 were in
litan areas. Besides operating branches, they had
[Ms in 2008 and it increased to 69,652 ATMs in
h was 219.68%.

g 18 capital 10 2
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Bombay Stock Exchange (BSE) and National Stock
Exchange (NSE)

With over 25 million shareholders, India has the third
largest investor base in the world after USA and Japan. The
Indian capital market is significant in terms of the degree of
development, volume of trading, transparency and its
tremendous growth potential.

The capital mobilisation of Indian stock markets in 2007
was 33,508 crores for 124 industries. Among them 122 are
private industries with 31,728 crores of capital and 2 are
public sector industries with 1,779 crores of capital. The
capital mobalisation in 2013 was 48,468 crores for 71
industries. Among them 62 are private industries with
19,874 crores and 9 are public sector industries with 28,594
crores. The total trading value of shares by the Indian stock
market was 8,41,343 crores in 2007 and it was 9,69,086
crores in 2012,

OBJECTIVE AND METHODOLOGY:

The objective of the research paper is to assess the status of
public sector banks in stock market with the help of Eamning
Per Share, Price to Earning Ratio, Book Value, Dividend
Per Share, ROA, Current Ratio and Quick Ratio. For the
purpose of analysis, this research paper is divided into two
parts. The introduction, development of public sector banks
and Indian stock market in India has been discussed in the
first part. In the second part, the data analysis and
interpretation was done. The period for the analysis of data
has been taken from 2007 to 2013.

To accomplish the objectives of the study, secondary data
was used. It has been collected from financial reports
published by banks, journals and websites. Financial
performance of the selected public sector banks were
analyzed for the period of seven years with the help of
Ratio analysis.

Data Analysis and Interpretation

The data analysis and interpretation of the performance of
public sector banks was done with the help of the
parameters like Earning Per Share, Price to Eamning Ratio,
Book Value per share, Dividend per share, Return on Asset,
Current ratio and Quick ratio.

Earnings per Share (EPS)

Growth in eamnings is often monitored with Eamings Per
Share (EPS). The EPS expresses the earnings of a company
on a per share basis. A high Eaming Per Share in
comparison to other competing firms is desirable. Earnings
Per Share are generally considered to be the single most
important variable in determining a share’s price.

Comparative Analysis of Earnings Per Share do so with
less investment that company would be more efficient at
and, all other things
being equal would be a better company. Investors also need
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- . :on that will affect the generating. Investors can I
amings manipulatio value of stocks. e

to be aware of & ber.

quality of the earnings num

Table 2 shows the Price 1o
sector banks from 2007-2013
show a fluctuating trend and 3

the upward trend except 2009,

Regarding the highest P/E Ratigq
India stands from 2007-2011
stands from in 2012 and Ing
highest P/E Ratio in 2013 among al]

i i tor banks
Earning Per Share of public sec

dhra Bank, Indian Bank, S_tate Bs_mk
da show a continuous increasing

Table 1 shows the
during 2007-2013. An
of India and Bank of Baro
trend except 2012.

rend and the Syndicate
Bank, Bank of Maharashtra, Canara Bank, Central Bank of
India and Indian Overseas Bank are fluctuating throughout
the years taken under analysis i.e. 2007-2013. Among all
the banks, the Bank of Baroda moved to a high extent
which beyonds expectations from Rs. 28.18 to Rs.106.37.

The Dena Bank shows an upward t

Book Value of the Banks ¥
Book Value shows the histori.
oric

by the depreciation. Stocks D?u
blocks of land and other hidden as
basis. It does not make sense tg I
companies in high growth business,
share expresses the total net assm
shau_'e basis. This allows us to com
business to the stock price and

Price to Earnings Ratio (P/E Ratio)
The P/E ratio of a stock is a measure of the p
share relative to the annual income or profit earned by the

firm per share. A higher P/E ratio means that investors are
paying more for each unit of income.

rice paid for a

By comparing price and earnings per share for a company,

one can analyze :h‘e market's stock valuation of a company Valuations.
and its shares relative to the income the company is actually
Table 1: Earning Per Share of PS Banks 2007-2013 (in Rs
Year Andhra  Syndicat i -
aan B:nk icate g:r::n SBI g::dzf genn Bank of
2007 .09 1372 1693 8620 28.18 S arashia
2008 1187 1625 2266 10656 3941 B T
2000 1346 1749 2810 10656 61.14 el
2010 2156 1558 3525 14367 83.96 e &
01 264 1828 3895 1437 1083 1835 enn
212 ;;33 2182 3972 13005 121799 :g';f o
] : 3330 35.94 | : 3 e
Source: www.moneycontrol.com and Annual Rl:pori_lb::ll‘t46 — 215 107
‘1:::‘: 2: Price to Earnings of PS Banks 2007-2013 (in Rs.)
Andbea ™ Syndicatc Indian Bl B
= ak  Bank gy ank of  Dena  Dank of
5 T Baroda  Bank arash
2008 6.1 4.6 i 21 16 o =
2009 3 ' 70 101 ¢ 0 &
3 27 B Ll 54
2010 0 38 8 62 35 29 s
2011 58 ' oo ; 9
61 73 5.8
_f.gi? 50 16 59 164 85 49 i
Snur.: 4.1 3.0 f; w2 37 ;J
T WWW.m, = 7.8 f .
oneycontrol.com and Annual Reports 24 39 4.0
Table3 : Book v
: alue of
Year Andhra oIS B.ll'lks 2”7-20]3 (in Rs,
Syndicate  Indi
Bank R ndian SB[ B
Bank ak  Dena B
o of ank of
o 65.08 6102 74 Baroda ek .
2009 67.00 74,05 (028 59469 23746
2 09 10004 12152 77643 353-18 5462 4101
2012 113[:‘;52 11642 1l §3 ﬁ ol ‘“412’; g}% 4797
2013 8613350 4103876 505, B s
15085 21494 B 103 '
: 891 >ppgy 1040 63976 122'76 g
WWW.moneycontrol_com and Anp 1251.05 73766 3 687
. ual Reports 2 14025 7083
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= .|‘noTL‘s that the Book Value gmwth of public
cable 3 98 <hares during 2007 to 2013. Th.e l_'iook Value
tof 1\;1:1L; .nk in 2007 was Rs. 65.08 and it increased to
-.-‘1‘“”:1_E.a 2013. The growth was Rs.85.77 during the
750,85 in riod. The growth difference of Syndicate
Rs.07.89, Indian Bank was Rs. 167.94, State
pank an] “11:-1 was Rs.656.36, Bank of Baroda was Rs,
pank Of 11 o Bank was Rs. 97.01, Bank of Maharashtra
< 20, hu?n Canara Bank was Rs. 344.49, Central Bank
1.t RG 35.99 and Indian Overseas Bank was Rs,
2007 and 2013.

ge. 12V
K cment Il{.‘
qsscs

. RS, 4
wd= . a8
" ndia was

<5 13 between

r Share (DPS)
idend iti percentage of the face value of a share that a
returns to its shareholders from its annual profits,
| {o most other forms of investments, investing in
Compal I:-;rcq offers the highest rate of return, if invested
‘I\l: I‘. Iu.:‘.:cl' duration.

over

Dit

Ny

. 4 <hows the comparative analysis of the dividend per
w«."-.hf selective public sector banks durmg. 2097 to
14" dhra Bank and Syndicate Bank are moving in an
- irend except in 2012 and 2010 respectively during
<ment period. The Indian Bank, State Bank of
"h of Baroda, Dena Bank and Canara Banks are

Teble 4 : Dividend Per Share of PS Banks 2007-2013 (in Rs.)

October-December, 2014

showing an upward trend durin
Ba.nl_c of India and Indjan Ove
decline, The Bank of Mah

2007-2013 was stable and th,

g 2007-2013. The Central
rseas Banks are i
arlashtra DPS growth during
¢ increase was small,

Return On Assets (ROA)

Return On Assets (ROA) is a financial ratio that shows the
percentage of profit that a company earns in relation to its
overall resources (total assets). Return On Assets is a key
profitability ratio which measures the amount of profit
made by a company per rupee of its assets. ROA gives an

idea as to how efficiently managements use company
assets to generate profits,

Table 5 reveals that the selected public sector banks’ Return
on Assets (ROA) during the assessment period 2007-2013.
The ROA of all banks was low. The Andhra Bank, Indian
Bank, Dena Bank, Bank of Maharashtra, Canara Bank,
Central Bank of India and Indian Overseas Bank have a
decreasing trend between 2007 and 2013. The Syndicate
Bank, State Bank of India and Bank of Baroda have an
increasing trend. Among all the banks and in all the years,
the Indian Bank showed the highest ROA i.e, in 2007 it was
1.46 and in 2013 it was 1.04.

moneycontrol.com and Annual Reports
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i i : Bankof  Dena Bank of Canara  Central i 108
Andhra  SYmicKs e R e e e
Bk 080 2.0 660 3.00 3.00
o 380 g 300 7 sty e v 700 200 350
e 300 5.00 2150 9.00 120180 10 200 450
2008 : } 15.00 . A 8 il *
it 5.00 3.00 6.50 2900 ] .00 1100 250 5.00
50 3000  16.50 220 2.
Al oX 3% 7750 3000 1700 300 220 Toral 150
g i 6.70 6.60 3500 2150 470 230 13, -
2013 5. - '
Source. www.moneycontrol.com and Annual Reports __
5: Return On Assets of PS Banks 2007-2013 (in %) of Canara  Centl OB
. o Syndicate  Indian  SBI g:::d':f S AR o i
oL D ?;‘}“ 1.46 0. DK o a7 o G 130
2007 : : : 01 0.89 : : ; 042 119
2008 1.16 0.83 :'g‘: }_04 1.10 0.97 0-;2- ’i"g‘; 0.64 0.56
e 1 g‘zc 1.68 1.08 1.21 0.96 3‘45 1.34 0.64 L
:-.:| 10 132 : I' s4 091 1.33 0.95 0-51 092 024 0.53
011 127 0.71 . 7 1.24 1.02 ; 041 024
133 0. 0.73 =
2012 LS 0.7? 1 Noltb 040 081 073 :
2013 095 1.0 ! :
Source: www.moneycontrol.com and Annual Reports 1
ara_ Central Bank 108
Table 6 : Current Ratio of PS Banks 200?‘20“ (in ’? Bankof  Dena Bank of g::‘ of India
Yeu  Andhra  Syndicate Indian  SB Baroda _ Bank  Maharashis “oos — =057
Bk Bank Rad 004 002 003 002 004 002
2007 0.02 0.05 0.02 0.05 ; 3 031
0.03 0.02 - 07 0.03 f 031 03 034
2008 003 0.03 0.02 3-3 § iz gy 029 Ggi 03 031 e
w9 028 026 031 39 N0 28 031710 5 029 03 031
00 027 0.28 0.32 0. 023 029 03 031 03 o3
0 g2 026 033 03 0% 03 oM 034 032 o
w2 gz 0.26 031 0.3 0.26 035 - <023 023 028
03 o3 025 029 0.3 7 023 025
Ay 021 0.19 023 0.26 0.
Sourge W, :
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2013 (in :
; oL io of PS Banks 2007 II? s o e
Table 7 : Uu::;'::;m o Sadicac T nd::n SBI g;nOdn o el
Year ! ; Banl ! Mz
R R A
o ks 121 16,08 6.15 2 10 £y
e Lre 467 114 9.63 6.;53 333 422
4 e 10.40 1.09 133 5. = 442
s o 7.03 1.99 1281 7.30 63 4
200 2 6.70 103 128 612 5'56 201
o 5 691 202 1217 5.6l 8. 136
rig g;g 8.36 523 1020 744 646 :
Ay, .
Snunfc. www moneycontrol.com and Annual Reports
FINDINGS:

Current Ratio . N
The Current Ratio indicates a company's ability to meet

short-term debt obligations. The current ratio measures
whether or not a firm has enough resources to_ pay its
debts over the next 12 months. If th_e cUITEI.'tI ratio is too
low, the firm may have difficulty in meeting sht_)rt run
commitment as they measure. If the ratio is too high the
firm may have an excessive investment in current assets
or may be under utilizing short term credit. Some authors
indicate consider 2:1 as the standard norm for current

ratio,

Table 6 reveals that the Current Ratio of public sector banks
from 2007 to 2013. The Current Ratio of public sector
banks showed an increasing trend. The average current ratio
of Andhra Bank was 0.21, Syndicate Bank (.19, State Bank
of India 0.26, Bank of Baroda 0.19, Bank of Maharashtra
was 0.25 and Indian Bank, Dena Bank, Canara Bank,
Central Bank of India and Indian Overseas Bank showed a

current ratio of 0.23 during 2007 to 2013.

Quick Ratio
Quick Ratio measures
obligations based on
include cash,

TaJ?Ie 7 analyses the Quick Ratio
during the assessment period, Whe
2013 Andhra Bank, Syndicate Bank
Baroda, Deng Bank, Canara Bank

of public sector banks
1 compare from 2007.
, Indian Bank, Bank of
and Centrg Bank of

India show 5 decreasing treng,

and Indiap

4sing trend during 2007
Tage Quick Ratjo

-30, Indjan

ank of Barody

386

According to EPS among selected
SBI, Syndicate Bank, Bank of Bj
are good, it is suggested that the py
in the above said banks are recommen, _

According to P/E Ratio the State Ban
Overseas Bank and Central Bank of Ind
good and have recorded highest P/E R;

Based on Book Value growth analysis
the shares of the State Bank of Ind
Canara Bank Indian Bank and Syndic:
be purchased.

Dividend Per Share is most important
According DPS analysis the State B

Bank, Bank of Baroda, Dena Bank, Ind
Bank and Andhra Bank are very good. [
that investors purchase the shares of the

As per ROA, among all the banks the
Overseas Bank, Canara Bank and And]
Based on this it is recommended that
Indian Bank.

According to Current Ratio analysis in 2
are showing low Current Ratio. But al

Increased their Current Ratio in 2013, It s
the public sector banks should concentra
current ratio to reach the minimum standmf.

Based on Quick Ratio analysis, the State B
Bank of Maharashtra ang Indian Overseas
concentrate to decrease quick ratio, All the
banks shotved a high quick ratio during
period, It s Suggested that, al| the banks
reduce quick ratio {0 a minimum leve].

CONCLUSION:

It is concludeq that. ; ; oo
profitable, he <. if an investor’s inves

e should analyse i
Eertqrmance in share market with tl?: ?!;;
argmcgs Per Share, Price to Earnings Ratio, |
v,c thurr(;em Ratio ang Quick Ratio, By ana
» the investor iy get a clear knowledge




g “"mm‘ﬁ'ﬂ .

. script. So the investor’s investment will not be g Jocc
B o e investor will get profitable returns, O

y ing the above banks in this research paper
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