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INTRODUCTION
The banking industry, one of the most important instruments of the national development, occupies a unique
place in a nation’s economy. Profit is the main reason for the continued existence of every commercial organization
and profitability depicts the relationship of the absolute amount of profit with various other factors. The main
source of operating income of a commercial bank are- interest and discount earned, commission, brokerage,
income from non–banking assets and profit from sale of or dealing with such assets and other receipts. The
expenditure broadly consists of – interest paid on deposits and borrowings and non interest cost or charges
incurred on staff salary, stationery, rent, law charges, postage, telegram, telephone etc. In this context, some
attempts have already been made at individual as well as at the official level and various aspects of commercial
banking profitability have been discussed. A brief review of these studies is given hereunder.

REVIEW OF LITERATURE
Verghese, S.K. (1983) has measured the profitability of commercial banks (public sector banks, private sector
banks and foreign banks) in terms of gross profit, net profit, operating margin, gross yield on assets, spread and
spread ratios. Vashisht, A.K. (1987) evaluated the performance of public sector banks on the basis of branch
expansion, deposits, credit, priority sector advances, DRI advances and net profit. For the study, the researcher
ranked the banks as excellent, good, fair and poor using composite weighted growth index. In their study, Bhatia,
S. and Verma, S. (1999) determined the factors influencing the profitability of public sector banks in India by
making use of ratio of net profits as percentage of working funds. They concluded that spread and burden play a
major role in determining the profitability of commercial banks. Chandan, C.L. and Rajput, P.K. (2002) measured
the performance of banks on the basis of profitability analysis. Sangmi, M. (2002) in his study has suggested that
the position of operating cost can be improved with the introduction of high level technology as well as by
improving the per employee productivity. Qamar, F. (2003) in his paper examined commercial banks in terms of
endowment factors, risk factors, revenue diversification, profitability and efficiency parameters. Sudan, M. and
Bali, M. (2004) have made an attempt to find out the major determinants of profitability in banks. Kohli, H. and
Chawla, A.S. (2006) made an attempt to analyze the emerging trends in profits and profitability of four banks,
two each from Public Sector and Private Sector Banks. The variables like interest income, interest expenditure,
non-interest income, non-interest expenditure, total assets, operating expenditure, deposits and advances have
been used and Trend analysis and ratio analysis have been employed. Rajkumar, P.K. (2007) used the data
relating to Income, Expenditure and Profits .He calculated the ratios relating to interest, expenditure, income and
operating profit to examine the profitability of private sector banks. Uppal, R.K. and Kaur, R. (2007) emphasized
that cost should be properly managed to improve the profitability of banks because the net profits were affected
by the increase or decrease in operating cost. In the light of existing studies, the present paper aimed at the
following objectives:

OBJECTIVES OF THE STUDY
The study is aimed to achieve the following objectives:
1. To analyze the profitability of public sector banks in India.
2. To identify the factors responsible for good or poor profitability performance.

DATA AND METHODOLOGY
 The study has been conducted with reference to the data related to all public sector banks (SBI and its associates
and nationalized banks) operating in India. The public sector banks have been studied with the belief that they
hold the largest market share of banking business in India. The reference period for the analysis of the data has
been taken from 1997-98 to 2006-07. The data for the study purpose has been taken mainly from ‘Statistical
Tables Relating to Banks in India’ published by Reserve Bank of India. Ratio analysis has been used to evaluate
the profitability performance of public sector banks and following ratios have been calculated:
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• Interest Income to Total Assets.
• Interest Expended to Total Assets.
• Spread to Total Assets.
• Non Interest Income to Total Assets.
• Non Interest Expenditure to Total Assets.
• Burden to Total Assets.
• Net Profits to Total Assets.

ANALYSIS OF DATA
The following statistical tools have been used for analyzing the data:
1. X = Σ  Σ  Σ  Σ  Σ  X / N
2. σσσσσ = √(Σ Σ Σ Σ Σ X2 / N)
3. C.V. = (σ / X) * 100

TABLE 1.1: INTEREST INCOME TO TOTAL ASSETS (%)
S.N BANKS 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 MEAN S.D. C.V.
1 SBI 8.84 8.59 8.49 8.24 8.56 8.27 7.47 7.05 7.28 6.97 7.98 0.71 8.85
2 SBBJ 9.98 9.42 8.95 9.14 8.73 7.97 7.77 7.43 7.14 7.26 8.38 0.99 11.87
3 SBH 9.74 9.30 9.56 9.23 8.67 7.91 7.22 6.66 6.77 7.11 8.22 1.22 14.84
4 SBIn 9.95 9.98 8.92 8.63 8.83 8.67 8.02 6.57 6.39 6.96 8.29 1.29 15.56
5 SBM 10.45 10.14 9.66 9.72 9.38 9.15 7.68 7.09 6.96 6.73 8.70 1.42 16.38
6 SBP 9.75 9.38 9.51 9.38 8.68 8.28 7.02 6.77 5.97 6.68 8.14 1.41 17.29
7 SBS 9.66 9.41 9.25 8.95 8.99 8.32 7.62 7.52 7.12 7.10 8.39 0.98 11.72
8 SBT 10.75 9.34 9.32 9.08 8.82 8.32 7.25 6.96 7.21 7.45 8.45 1.23 14.54
9 ALLB 9.27 9.15 9.36 9.37 9.18 9.16 7.69 7.06 6.81 7.22 8.43 1.09 12.88
10 AB 9.92 9.11 9.12 9.20 9.69 8.89 8.25 6.97 6.58 6.97 8.47 1.21 14.33
11 BOB 9.10 9.23 8.91 9.09 8.40 7.98 7.22 6.79 6.22 6.44 7.94 1.18 14.87
12 BOI 8.49 8.51 8.45 8.93 8.03 7.74 6.83 6.35 6.26 6.48 7.61 1.03 13.52
13 BOM 9.30 9.31 9.64 8.96 9.31 8.35 6.84 7.20 7.93 6.98 8.38 1.08 12.83
14 CB 8.87 9.75 8.92 8.46 8.82 8.11 7.04 6.86 6.56 6.85 8.02 1.11 13.88
15 CBI 9.31 9.29 9.04 9.03 8.85 8.88 7.99 7.59 7.21 6.70 8.39 0.94 11.22
16 COB 9.16 9.05 9.57 9.16 8.24 8.00 7.55 6.63 6.48 6.51 8.04 1.20 14.91
17 DB 9.92 10.05 9.42 9.58 9.07 8.79 7.83 7.18 6.63 6.74 8.52 1.32 15.47
18 IB 7.53 7.58 8.07 7.88 7.58 7.16 6.81 6.54 7.06 7.63 7.38 0.48 6.48
19 IOB 9.26 9.40 9.07 9.22 8.95 8.47 7.93 7.78 7.42 7.09 8.46 0.84 9.97
20 OBC 9.86 9.97 10.02 10.19 9.42 9.69 8.05 6.61 6.99 6.99 8.78 1.45 16.57
21 PSB 9.35 9.30 9.50 9.23 9.20 8.86 8.52 7.94 6.82 7.86 8.66 0.87 10.03
22 PNB 10.04 9.60 9.52 9.23 9.12 8.68 7.60 6.70 6.60 7.10 8.42 1.30 15.40
23 SB 8.69 9.45 8.97 9.89 9.08 8.35 6.53 7.21 6.63 6.77 8.16 1.26 15.46
24 UBI 7.78 8.16 8.39 8.32 8.10 8.00 7.07 6.50 7.04 7.10 7.65 0.66 8.64
25 UntBI 9.72 9.19 9.48 9.58 9.05 8.43 7.74 6.86 6.58 7.19 8.38 1.20 14.29
26 UCB 9.28 8.44 8.70 8.99 8.93 8.73 8.02 7.33 7.10 6.74 8.23 0.88 10.74
27 VB 8.58 9.01 9.36 9.51 9.53 8.76 8.06 7.15 7.33 6.66 8.40 1.04 12.44

MEAN 9.35 9.23 9.15 9.12 8.86 8.44 7.54 7.01 6.86 6.97 8.25
S.D. 0.73 0.58 0.46 0.50 0.48 0.52 0.50 0.40 0.43 0.34
C.V. 7.86 6.29 4.98 5.53 5.44 6.16 6.69 5.77 6.25 4.84

Table 1.1 exhibits the ratio of interest income as a percentage of total assets during the period 1998 -2007 for all
the public sector banks. This ratio is an indicator of the rate at which a commercial bank earns income by lending
the funds to the public. The higher ratio is an indicator of efficient management of banks’ total assets. The table
also reveals the standard deviation (S.D.) and co-efficient of variance (C.V.) for each nationalized banks over the
study period and also for each year across the 27 banks. They measure the degree of variability of the ratio. Bank
wise statistical analysis shows that the maximum average ratio is in the case of OBC i.e. 8.78% followed by
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SBM i.e.8.70% while the ratio was minimum for IB i.e.7.38% followed by BOI i.e.7.61%. The ratio in terms of
dispersion was more variable in the case of SBP i.e. 17.29% followed by OBC i.e. 16.57%. Year wise the average
ratio which was 9.35% in 1998 became 6.97% in 2007. The ratio in terms of dispersion has moved from 7.86%
in 1998 to 4.84% in 2007.

                 TABLE 1.2: INTEREST EXPENDED TO TOTAL ASSETS (%)
S.N. BANKS 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 MEAN S.D. C.V.
1 SBI 5.83 5.86 5.84 5.63 5.95 5.62 4.73 4.02 4.13 4.14 5.17 0.82 15.86
2 SBBJ 6.30 6.19 5.95 5.85 5.58 4.92 4.23 3.72 3.54 4.16 5.04 1.06 21.04
3 SBH 6.13 5.77 6.21 5.90 5.74 5.05 4.48 3.90 4.07 4.35 5.16 0.89 17.32
4 SBIn 6.09 6.05 5.93 5.79 5.92 5.44 4.54 3.60 3.77 4.58 5.17 0.97 18.68
5 SBM 6.50 6.56 6.26 6.39 6.33 5.74 4.38 3.76 3.80 4.07 5.38 1.22 22.60
6 SBP 6.07 5.85 5.65 5.16 4.89 4.58 3.96 3.67 3.55 4.34 4.77 0.90 18.94
7 SBS 6.03 5.92 6.05 6.02 6.01 5.38 4.47 4.15 4.22 4.65 5.29 0.82 15.55
8 SBT 7.81 7.16 7.06 6.35 6.24 5.58 4.40 3.85 4.22 4.47 5.71 1.41 24.73
9 ALLB 6.44 6.34 6.50 6.29 6.23 5.92 4.56 4.03 3.96 4.63 5.49 1.06 19.26
10 AB 6.56 6.20 6.49 6.74 6.95 5.84 4.87 3.71 3.70 3.99 5.51 1.31 23.80
11 BOB 6.19 6.22 5.98 6.03 5.75 5.23 4.20 3.65 3.42 3.79 5.05 1.15 22.85
12 BOI 5.72 5.90 6.14 6.15 5.40 5.08 4.24 4.00 3.92 4.05 5.06 0.93 18.34
13 BOM 5.80 6.02 6.57 6.03 6.57 5.64 4.44 4.52 4.81 4.17 5.46 0.90 16.43
14 CB 6.37 6.51 6.28 5.62 6.30 5.39 4.34 4.01 3.86 4.42 5.31 1.06 19.94
15 CBI 6.20 6.32 6.08 5.96 5.93 5.56 4.64 4.13 4.02 4.04 5.29 0.97 18.25
16 COB 5.70 6.53 6.84 6.21 5.59 4.99 4.24 3.30 3.46 3.89 5.08 1.29 25.46
17 DB 6.44 7.09 6.94 7.08 6.72 5.97 5.16 4.32 3.91 4.02 5.76 1.30 22.55
18 IB 6.95 6.66 6.45 6.05 5.83 4.84 3.96 3.57 3.89 4.30 5.25 1.28 24.35
19 IOB 6.95 7.09 6.61 6.31 6.21 5.50 4.55 4.12 3.94 3.98 5.53 1.27 23.01
20 OBC 6.48 6.87 7.11 7.27 6.41 6.15 4.50 3.79 4.27 4.70 5.75 1.30 22.64
21 PSB 6.72 6.91 7.15 6.72 6.90 6.20 5.23 4.30 3.51 4.37 5.80 1.33 22.97
22 PNB 6.79 6.03 6.54 6.02 5.97 5.06 4.06 3.53 3.39 3.71 5.11 1.33 25.95
23 SB 5.84 6.51 5.94 6.01 5.59 4.84 3.51 3.96 3.55 4.36 5.01 1.11 22.15
24 UBI 5.84 6.01 6.05 5.90 5.77 5.47 4.34 3.92 4.51 4.84 5.27 0.79 14.99
25 UntBI 6.55 6.52 6.74 6.45 6.04 5.50 4.77 4.01 3.92 4.47 5.50 1.12 20.30
26 UCB 6.51 6.44 6.59 6.60 6.29 5.77 5.00 4.18 4.03 3.96 5.54 1.13 20.41
27 VB 5.82 6.15 6.33 6.28 6.52 5.38 4.58 3.78 4.25 4.13 5.32 1.04 19.61

MEAN 6.32 6.36 6.38 6.18 6.06 5.43 4.46 3.91 3.91 4.24 5.33
S.D. 0.48 0.41 0.41 0.45 0.47 0.42 0.37 0.27 0.34 0.29
C.V. 7.52 6.41 6.47 7.26 7.71 7.65 8.36 7.03 8.78 6.87

Table 1.2 presents the ratio of interest expended as a percentage of total assets over the period 1998 to 2007 for
all the public sector banks. Interest Expended to Total Assets Ratios shows the rate at which a commercial bank
incurs expenditure by borrowing funds. Interest expenses by banks refer to fund based expenditure which consists
of interest paid on total deposits (time deposit plus saving deposit plus demand deposit) and interest paid on
external borrowings (debt). Lesser the ratio, greater is the profit margin and efficiency of a bank. Bank wise
statistical analysis shows that the maximum average ratio is in the case of PSB i.e. 5.80% followed by DB
i.e.5.76%, while the ratio was minimum for SBP i.e. 4.77% followed by SB i.e. 5.01%. The ratio in terms of
dispersion was more variable in the case of PNB i.e. 25.95% followed by COB i.e.25.46%. Year wise, the
average ratio which was 6.32% in 1998 became 4.24% in 2007. The ratio in terms of dispersion has moved from
7.52% in 1998 to 6.87% in 2007.

TABLE 1.3 :SPREAD TO TOTAL ASSETS (%)
S.N. BANKS 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 MEAN S.D. C.V.
1   SBI 3.01 2.72 2.65 2.61 2.61 2.65 2.74 3.03 3.16 2.83 2.80 0.20 7.03
2 SBBJ 3.68 3.23 3.00 3.29 3.15 3.06 3.54 3.71 3.61 3.10 3.34 0.27 8.19
3 SBH 3.61 3.53 3.35 3.33 2.94 2.86 2.75 2.76 2.69 2.76 3.06 0.36 11.72
4 SBIn 3.86 3.92 2.99 2.84 2.91 3.23 3.48 2.97 2.61 2.38 3.12 0.51 16.21
5 SBM 3.94 3.58 3.39 3.33 3.04 3.41 3.30 3.33 3.16 2.66 3.32 0.34 10.12
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6 SBP 3.68 3.53 3.86 4.22 3.79 3.71 3.06 3.10 2.42 2.34 3.37 0.63 18.55
7 SBS 3.63 3.49 3.20 2.93 2.99 2.94 3.15 3.37 2.90 2.45 3.11 0.34 11.06
8 SBT 2.94 2.18 2.27 2.73 2.57 2.75 2.85 3.10 3.00 2.98 2.74 0.31 11.36
9 ALLB 2.82 2.82 2.86 3.09 2.95 3.24 3.13 3.02 2.85 2.59 2.94 0.19 6.44
10 AB 3.37 2.91 2.63 2.45 2.75 3.05 3.37 3.27 2.87 2.98 2.97 0.31 10.40
11 BOB 2.91 3.01 2.92 3.06 2.65 2.75 3.02 3.15 2.80 2.64 2.89 0.17 6.03
12 BOI 2.77 2.61 2.31 2.78 2.64 2.66 2.59 2.36 2.34 2.43 2.55 0.18 6.91
13 BOM 3.50 3.29 3.07 2.93 2.73 2.71 2.40 2.68 3.11 2.80 2.92 0.33 11.12
14 CB 2.49 3.24 2.64 2.83 2.52 2.72 2.69 2.86 2.70 2.43 2.71 0.23 8.58
15 CBI 3.11 2.97 2.96 3.07 2.92 3.32 3.35 3.46 3.19 2.66 3.10 0.24 7.73
16 COB 3.46 2.52 2.73 2.95 2.65 3.02 3.31 3.33 3.03 2.61 2.96 0.33 11.12
17 DB 3.48 2.97 2.48 2.51 2.35 2.82 2.67 2.86 2.72 2.72 2.76 0.31 11.41
18 IB 0.57 0.92 1.61 1.84 1.75 2.32 2.85 2.97 3.17 3.33 2.13 0.95 44.67
19 IOB 2.31 2.31 2.46 2.91 2.74 2.97 3.38 3.65 3.48 3.11 2.93 0.48 16.46
20 OBC 3.38 3.10 2.90 2.92 3.01 3.54 3.55 2.82 2.72 2.29 3.02 0.39 12.95
21 PSB 2.63 2.38 2.35 2.51 2.30 2.67 3.29 3.64 3.31 3.49 2.86 0.52 18.13
22 PNB 3.25 3.57 2.99 3.21 3.15 3.62 3.54 3.17 3.21 3.40 3.31 0.21 6.35
23 SB 2.85 2.94 3.04 3.87 3.49 3.51 3.03 3.25 3.08 2.41 3.15 0.41 12.93
24 UBI 1.94 2.15 2.35 2.42 2.33 2.53 2.73 2.58 2.53 2.26 2.38 0.23 9.61
25 UntBI 3.17 2.66 2.74 3.13 3.01 2.93 2.98 2.85 2.66 2.72 2.89 0.19 6.51
26 UCB 2.77 2.00 2.10 2.39 2.64 2.97 3.02 3.15 3.07 2.78 2.69 0.40 14.98
27 VB 2.76 2.86 3.03 3.23 3.01 3.37 3.48 3.36 3.08 2.53 3.07 0.30 9.76

MEAN 3.03 2.87 2.77 2.94 2.80 3.01 3.08 3.10 2.94 2.73 2.93
S.D. 0.69 0.63 0.46 0.47 0.39 0.36 0.33 0.33 0.31 0.34
C.V. 22.86 21.88 16.44 16.05 14.07 11.93 10.75 10.64 10.50 12.37

Table 1.3 shows the ratio of spread as a percentage of total assets over the period of 1998 to 2007 for all the
public sector banks. This ratio is the difference between interest earned from lending the funds by bank and the
interest paid on deposits and borrowings. Bank wise statistical analysis shows that the maximum average ratio is
in the case of SBP i.e.3.37%  followed by SBBJ i.e.3.34% while the ratio was minimum for IB i.e. 2.13%
followed by UBI i.e. 2.38%. The ratio in terms of dispersion was more variable in the case of IB i.e. 44.67%
followed by SBP i.e. 18.55%. Year wise, the average ratio which was 3.03% in 1998 became 2.73% in 2007. The
ratio in terms of dispersion has moved from 22.86% in 1998 to12.37% in 2007.

 TABLE 1.4: NON  INTEREST INCOME TO TOTAL ASSETS (%)
S.N. BANKS 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 MEAN S.D. C.V.
1 SBI 1.57 1.48 1.36 1.27 1.20 1.53 1.87 1.55 1.51 1.02 1.43 0.23 16.31
2 SBBJ 1.91 1.60 1.76 1.72 1.93 1.88 2.43 2.06 0.90 1.05 1.73 0.45 26.32
3 SBH 1.60 1.44 1.72 1.57 1.65 1.77 2.31 1.21 1.13 0.93 1.53 0.39 25.24
4 SBIn 1.77 1.79 2.14 1.98 2.73 2.65 2.77 1.05 1.18 0.88 1.89 0.70 36.79
5 SBM 1.65 1.75 1.98 1.82 2.25 2.59 2.47 2.30 1.74 1.20 1.97 0.43 21.76
6 SBP 1.02 1.22 1.34 1.19 1.53 1.62 2.34 1.13 0.84 0.71 1.29 0.46 35.83
7 SBS 1.79 1.43 1.51 1.31 1.85 1.98 2.38 0.88 0.64 0.60 1.44 0.59 41.14
8 SBT 1.63 1.40 1.57 1.34 1.40 1.58 1.96 1.41 1.10 0.58 1.40 0.36 25.93
9 ALLB 1.45 1.20 1.31 1.10 1.55 1.87 2.16 1.42 0.87 0.56 1.35 0.46 34.31
10 AB 1.26 1.27 1.47 1.00 1.45 2.45 2.51 2.30 0.96 0.94 1.56 0.62 39.82
11 BOB 1.19 1.11 1.09 1.12 1.40 1.65 2.02 1.38 0.99 0.82 1.28 0.35 27.42
12 BOI 1.25 1.06 1.40 1.45 1.58 2.14 2.11 1.22 1.05 1.10 1.44 0.40 27.98
13 BOM 0.87 0.88 1.21 1.17 1.43 1.45 1.44 1.17 0.17 0.68 1.05 0.41 38.81
14 CB 1.41 1.31 1.54 1.38 1.98 1.84 2.08 1.40 0.99 0.87 1.48 0.39 26.68
15 CBI 1.12 0.99 1.05 0.99 1.14 0.97 1.52 1.34 0.71 0.51 1.04 0.29 27.66
16 COB 1.29 1.32 1.62 1.48 1.62 2.02 1.77 1.66 1.17 1.07 1.50 0.29 19.49
17 DB 1.50 1.03 1.26 1.11 1.87 2.17 2.79 1.30 1.65 1.24 1.59 0.55 34.49
18 IB 1.02 0.93 1.17 1.19 1.66 1.48 1.91 1.30 0.97 1.31 1.29 0.31 24.32
19 IOB 0.97 1.03 0.96 1.00 1.50 1.26 1.57 1.57 0.91 0.47 1.12 0.35 31.17
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20 OBC 0.94 0.92 0.90 0.99 1.47 1.59 1.76 0.93 0.94 0.82 1.13 0.34 30.34
21 PSB 1.28 1.06 1.30 1.24 1.66 2.12 1.70 1.63 0.63 1.04 1.37 0.42 30.97
22 PNB 1.60 1.18 1.34 1.23 1.34 1.45 1.82 1.33 0.88 0.64 1.28 0.34 26.31
23 SB 1.13 1.24 1.13 1.00 0.87 1.44 1.64 1.13 0.92 0.69 1.12 0.28 24.75
24 UBI 1.03 0.90 1.06 1.09 1.86 1.75 1.43 0.94 0.60 0.59 1.13 0.43 38.21
25 UntBI 0.81 0.84 0.85 0.80 1.12 1.61 1.43 1.06 0.55 0.67 0.97 0.33 34.26
26 UCB 0.98 0.67 0.72 0.77 1.73 1.76 1.96 1.64 1.31 0.76 1.23 0.51 41.37
27 VB 0.86 0.98 0.91 1.10 1.17 1.81 2.18 1.20 0.90 0.65 1.18 0.47 39.93

MEAN 1.29 1.19 1.32 1.24 1.59 1.79 2.01 1.39 0.97 0.83 1.36
S.D. 0.32 0.28 0.34 0.29 0.38 0.39 0.40 0.37 0.33 0.24
C.V. 24.79 23.48 25.90 23.42 23.86 21.70 19.67 26.59 34.32 28.47

Table 1.4 shows the ratio of non- interest income as a percentage of total assets over the period 1998 to 2007 for
all the public sector banks. Non interest income of banks represents income earned by way of commission,
brokerage, service charges and other miscellaneous receipts. Efforts should be made to closely monitor this ratio
so that the burden can be reduced and bank profitability can be increased. In the year 2007, this ratio was
maximum in case of IB i.e. 1.31% and minimum was in case of CBI i.e. 0.51%. Bank wise statistical analysis
shows that the maximum average ratio is in the case of SBM i.e. 1.97% followed by SBIn i.e. 1.89% while the
ratio was minimum for UntBI i.e. 0.97% followed by CBI i.e. 1.04%. The ratio in terms of dispersion was more
variable in the case of UCB i.e.41.37%   followed by SBS i.e.41.14%. Year wise, the average ratio which was 1.29%
in 1998 became 0.83% in 2007. The ratio in terms of dispersion has moved from 24.79% in 1998 to 28.47% in 2007.

TABLE 1.5: NON – INTEREST EXPENDITURE TO TOTAL ASSETS (%)
S.N. BANKS 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 MEAN S.D. C.V.
1 SBI 2.63 2.65 2.41 2.63 2.07 2.11 2.27 2.19 2.37 2.09 2.34 0.23 9.90
2 SBBJ 3.29 3.24 2.85 3.08 2.57 2.50 2.60 2.66 2.76 2.18 2.77 0.35 12.61
3 SBH 2.52 2.90 2.42 2.46 1.88 1.73 1.74 1.92 2.01 1.65 2.12 0.42 19.89
4 SBIn 3.41 3.40 3.07 2.72 2.24 2.18 2.16 1.94 1.92 1.67 2.47 0.64 25.71
5 SBM 3.43 3.57 3.41 3.68 3.03 2.89 2.69 2.89 2.63 2.09 3.03 0.50 16.35
6 SBP 2.53 2.41 2.35 2.62 2.06 1.86 1.67 1.52 1.48 1.39 1.99 0.47 23.52
7 SBS 3.13 3.00 2.56 2.88 2.48 2.28 2.00 1.69 1.87 1.73 2.36 0.53 22.61
8 SBT 2.38 2.20 2.37 2.48 2.02 1.93 1.88 1.74 1.98 1.70 2.07 0.27 13.26
9 ALLB 2.78 2.67 2.72 2.98 2.86 3.27 2.76 2.37 1.87 1.52 2.58 0.53 20.39
10 AB 2.95 2.83 2.27 2.24 2.17 2.44 2.44 2.53 2.11 1.96 2.39 0.31 13.02
11 BOB 2.34 2.31 2.22 2.54 2.20 2.16 2.12 2.09 2.10 1.78 2.19 0.20 9.04
12 BOI 2.52 2.37 2.49 2.93 2.19 2.15 2.06 2.03 1.88 1.84 2.25 0.33 14.82
13 BOM 3.21 3.06 2.76 2.84 2.23 2.07 1.74 2.19 2.11 1.91 2.41 0.51 21.18
14 CB 2.34 2.56 2.48 2.51 2.21 2.13 1.91 1.91 1.77 1.55 2.14 0.35 16.18
15 CBI 3.05 3.11 3.00 3.06 2.72 2.67 2.46 2.46 2.30 1.81 2.66 0.42 15.67
16 COB 2.05 1.81 1.81 1.73 1.63 1.79 1.97 1.97 1.84 1.52 1.81 0.16 8.78
17 DB 2.75 2.54 2.44 3.24 2.44 2.54 2.25 2.56 2.11 1.94 2.48 0.36 14.31
18 IB 2.67 2.61 2.68 2.79 2.40 2.13 2.71 2.08 2.27 2.22 2.46 0.27 10.79
19 IOB 2.55 2.75 2.74 2.89 2.50 2.30 2.14 2.28 2.13 1.69 2.40 0.36 15.16
20 OBC 2.03 1.97 1.74 1.94 1.64 1.71 1.57 1.47 1.64 1.35 1.71 0.22 12.98
21 PSB 2.80 2.57 2.82 2.98 2.77 2.85 3.99 3.63 2.54 2.38 2.93 0.50 17.13
22 PNB 2.84 2.97 2.82 2.95 2.47 2.39 2.32 2.60 2.08 2.05 2.55 0.34 13.41
23 SB 3.29 3.41 3.13 3.81 3.24 3.15 2.44 2.43 2.35 1.55 2.88 0.67 23.24
24 UBI 2.89 2.87 2.65 2.73 2.67 2.48 1.99 1.99 1.90 1.59 2.38 0.46 19.55
25 UntBI 2.62 2.51 2.47 2.62 2.18 1.99 1.86 1.74 1.57 1.44 2.10 0.44 21.09
26 UCB 2.60 2.40 2.39 2.52 3.33 2.44 2.60 2.42 2.45 1.84 2.50 0.36 14.50
27 VB 2.95 2.80 2.97 3.07 2.61 2.92 2.07 1.84 1.98 1.54 2.47 0.56 22.74

MEAN 2.76 2.72 2.59 2.78 2.40 2.34 2.24 2.19 2.08 1.78 2.39
S.D. 0.38 0.43 0.37 0.44 0.42 0.42 0.48 0.46 0.31 0.27
C.V. 13.80 15.65 14.31 15.93 17.68 17.89 21.65 21.06 15.04 15.24
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Table 1.5 shows the ratio of non-interest expenditure as a percentage of total assets over the period of 1998 to
2007 for all the public sector banks. Non interest expenditure of a bank represents manpower expenses,
establishment charges and other contingent expenses. This ratio was maximum in case of PSB i.e. 2.38% in the
year 2007 and minimum was in case of OBC i.e. 1.35%. Bank wise statistical analysis shows that the maximum
average ratio is in the case of SBM i.e. 3.03% followed by PSB i.e. 2.93% while the ratio was minimum for OBC
i.e. 1.71% followed by COB i.e. 1.81%. The ratio in terms of dispersion was more variable in the case of SBIn
i.e. 25.71% followed by SBP i.e. 23.52%. Year wise, the average ratio which was 2.76% in 1998 became 1.78%
in 2007. The ratio in terms of dispersion has moved from 13.80% in 1998 to 15.24% in 2007.

TABLE 1.6 :BURDEN TO TOTAL ASSETS (%)
S.N. BANKS 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 MEAN S.D. C.V.
1 SBI 1.06 1.17 1.04 1.36 0.87 0.59 0.40 0.64 0.87 1.07 0.91 0.29 32.31
2 SBBJ 1.38 1.64 1.09 1.35 0.64 0.61 0.17 0.59 1.86 1.13 1.05 0.53 50.85
3 SBH 0.92 1.46 0.70 0.89 0.22 -0.04 -0.56 0.71 0.88 0.72 0.59 0.57 96.93
4 SBIn 1.64 1.61 0.93 0.74 -0.50 -0.47 -0.60 0.89 0.74 0.79 0.58 0.83 143.65
5 SBM 1.78 1.83 1.43 1.87 0.78 0.30 0.21 0.60 0.90 0.90 1.06 0.63 59.19
6 SBP 1.52 1.19 1.01 1.44 0.53 0.23 -0.67 0.39 0.64 0.68 0.70 0.65 93.22
7 SBS 1.34 1.57 1.05 1.58 0.63 0.30 -0.38 0.80 1.23 1.13 0.92 0.61 66.11
8 SBT 0.75 0.80 0.80 1.14 0.63 0.36 -0.07 0.33 0.88 1.11 0.67 0.38 55.95
9 ALLB 1.32 1.48 1.41 1.88 1.30 1.40 0.60 0.95 1.00 0.96 1.23 0.36 29.08
10 AB 1.68 1.56 0.80 1.23 0.72 -0.01 -0.07 0.23 1.15 1.02 0.83 0.62 74.44
11 BOB 1.15 1.20 1.13 1.42 0.80 0.51 0.10 0.72 1.11 0.96 0.91 0.39 42.77
12 BOI 1.27 1.31 1.09 1.48 0.61 0.01 -0.05 0.82 0.83 0.74 0.81 0.52 63.83
13 BOM 2.33 2.18 1.55 1.67 0.80 0.62 0.30 1.02 1.94 1.23 1.36 0.68 50.11
14 CB 0.93 1.25 0.95 1.13 0.23 0.29 -0.18 0.51 0.78 0.67 0.66 0.45 68.02
15 CBI 1.93 2.12 1.94 2.07 1.58 1.70 0.94 1.12 1.59 1.30 1.63 0.41 24.97
16 COB 0.76 0.48 0.20 0.25 0.01 -0.23 0.20 0.30 0.67 0.45 0.31 0.30 96.23
17 DB 1.25 1.51 1.18 2.13 0.57 0.37 -0.53 1.27 0.46 0.70 0.89 0.74 82.84
18 IB 1.65 1.68 1.51 1.60 0.74 0.65 0.80 0.79 1.29 0.91 1.16 0.42 36.37
19 IOB 1.59 1.73 1.77 1.90 1.00 1.04 0.58 0.71 1.21 1.22 1.27 0.46 35.92
20 OBC 1.10 1.05 0.84 0.95 0.17 0.12 -0.19 0.54 0.70 0.53 0.58 0.43 74.26
21 PSB 1.52 1.52 1.52 1.74 1.11 0.73 2.29 2.00 1.91 1.34 1.57 0.45 28.72
22 PNB 1.24 1.79 1.47 1.72 1.13 0.94 0.49 1.27 1.20 1.41 1.27 0.38 29.80
23 SB 2.16 2.17 2.01 2.82 2.37 1.72 0.79 1.29 1.43 0.86 1.76 0.66 37.62
24 UBI 1.86 1.97 1.59 1.64 0.81 0.74 0.56 1.04 1.30 1.00 1.25 0.49 39.42
25 UntBI 1.81 1.67 1.62 1.82 1.05 0.38 0.43 0.68 1.02 0.77 1.12 0.56 50.16
26 UCB 1.63 1.73 1.67 1.75 1.60 0.67 0.65 0.78 1.13 1.08 1.27 0.46 36.05
27 VB 2.08 1.81 2.05 1.98 1.44 1.11 -0.12 0.64 1.08 0.89 1.30 0.72 55.30

MEAN 1.47 1.54 1.27 1.54 0.81 0.54 0.23 0.80 1.10 0.95 1.02
S.D. 0.42 0.40 0.44 0.50 0.57 0.53 0.62 0.37 0.39 0.25
C.V. 28.46 25.82 34.83 32.80 69.86 98.48 273.90 46.80 35.01 25.99

Table 1.6 shows the ratio of burden as a percentage of total assets over the period of 1998 to 2007 for all the
public sector banks. This ratio is an indicator of the difference between the previously computed two ratios
namely non interest expenditure as a percentage of total assets and non-interest income as percentage of total
assets of a bank. Bank wise statistical analysis shows that the maximum average ratio is in the case of SBI i.e.
1.76% followed by CBI i.e. 1.63%, while the ratio was minimum for COB i.e. 0.31% followed by OBC i.e.
0.58%. The ratio in terms of dispersion was more variable in the case of SBIn 143.65% followed by SBH i.e.
96.93%. Year wise, the average ratio which was 1.47% in 1998 became 0.95% in 2007. The ratio in terms of
dispersion has moved from 28.46% in 1998 to 25.99% in 2007.

TABLE 1.7: NET PROFITS TO TOTAL ASSETS (%)
S.N. BANKS 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 ME S.D. C.V.
1 SBI 1.04 0.46 0.78 0.51 0.70 1.51 0.90 0.94 0.89 0.80 0.85  0.30     34.57 
2 SBBJ 1.06 0.90 0.97 0.76 1.06 1.77 1.49 0.88 0.53 0.89 1.03  0.36     34.78 
3 SBH 0.91 0.85 0.82 0.82 1.02 1.17 1.24 0.72 1.05 1.03 0.96  0.17     17.46 
4 SBIn 0.68 0.63 0.72 0.78 1.24 1.46 1.73 0.79 0.67 0.77 0.95  0.39     41.01 
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5 SBM 0.86 0.49 0.58 0.27 0.64 2.19 1.28 1.25 1.12 0.93 0.96  0.55     56.75 
6 SBP 1.48 0.93 1.06 1.12 1.34 1.23 1.60 0.91 0.74 0.77 1.12  0.29     26.23 
7 SBS 1.50 0.40 1.15 0.16 0.88 1.42 1.38 0.27 0.36 0.46 0.80  0.53     65.94 
8 SBT 0.69 0.40 0.53 0.67 0.73 1.42 1.02 0.86 0.81 0.86 0.80  0.28     34.87 
9 ALLB 0.85 0.77 0.35 0.18 0.32 1.83 1.34 1.20 1.28 1.11 0.92  0.53     56.99 
10 AB 0.82 0.78 0.76 0.59 0.97 1.61 1.72 1.59 1.19 1.13 1.12  0.40     36.04 
11 BOB 1.00 0.81 0.86 0.43 0.77 1.48 1.14 0.70 0.73 0.72 0.86  0.29     33.02 
12 BOI 0.79 0.37 0.31 0.42 0.73 1.47 1.19 0.36 0.62 0.79 0.71  0.38     54.02 
13 BOM 0.53 0.43 0.59 0.24 0.68 1.42 0.95 0.54 0.16 0.70 0.62  0.36     57.84 
14 CB 0.47 0.47 0.43 0.43 1.03 1.42 1.34 1.01 1.01 0.86 0.85  0.38     44.68 
15 CBI 0.57 0.41 0.36 0.10 0.31 2.08 0.98 0.52 0.34 0.54 0.62  0.56    90.14 
16 COB 1.49 1.28 1.39 1.33 1.31 0.97 1.73 1.19 1.10 1.02 1.28  0.23     17.76 
17 DB 0.86 0.74 0.37 -1.49 0.06 1.82 1.04 0.25 0.27 0.64 0.46  0.85   185.55 
18 IB -1.55 -3.63 -1.81 -1.03 0.11 1.63 1.04 0.93 1.06 1.35 -0.19  1.74 (911.36)
19 IOB 0.53 0.23 0.15 0.38 0.65 1.75 1.08 1.28 1.32 1.23 0.86  0.54     63.24 
20 OBC 1.42 1.23 1.14 0.75 0.99 1.02 1.67 1.34 0.95 0.79 1.13  0.29     25.76 
21 PSB 0.72 0.57 0.52 0.10 0.17 2.17 0.06 -0.45 0.57 0.99 0.54  0.70   129.77 
22 PNB 1.20 0.80 0.75 0.73 0.77 1.71 1.08 1.12 0.99 0.95 1.01 0.30     29.37 
23 SB 0.42 0.65 0.79 0.83 0.79 2.47 0.92 0.77 0.88 0.80 0.93  0.56     59.66 
24 UBI -0.52 -0.33 0.16 0.12 0.52 1.98 0.99 0.63 0.32 0.42 0.43  0.70   162.83 
25 UntBI 0.97 0.51 0.29 0.40 0.71 1.35 1.22 0.99 0.76 0.82 0.80  0.34     42.78 
26 UCB 0.07 0.09 0.16 0.09 0.52 1.98 1.22 1.03 0.62 0.63 0.64  0.62     97.04 
27 VB 0.25 0.27 0.41 0.50 0.81 2.25 1.71 1.30 0.40 0.78 0.87  0.68     77.87 

MEAN 0.71 0.43 0.54 0.38 0.73 1.65 1.22 0.85 0.77 0.84 0.81
S.D. 0.64 0.88 0.57 0.57 0.34 0.38 0.36 0.42 0.33 0.22
C.V. 89.99 205.81 106.13 151.09 46.32 23.00 29.39 49.90 42.36 25.79

Table 1.7 shows the ratio of Net Profits as a percentage of total assets over the period of 1998 to 2007 for all the
public sector banks. Net profit implies the balance of profit as per Profit & Loss account. This ratio indicates the
efficiency with which a bank deploys its total assets in order to increase its profitability and serves as an index to
the degree of asset utilization by banks. Bank wise statistical analysis shows that the maximum average ratio is
in the case of COB i.e. 1.28% followed by OBC i.e. 1.13%, while the ratio was minimum for IB i.e. -0.19%
followed by UBI i.e. 0.43%. The ratio in terms of dispersion was more variable in the case of DB i.e. 185.55%
followed by UBI i.e. 162. 83%. Year wise, the average ratio which was 0.71% in 1998 became 0.84% in 2007.
The ratio in terms of dispersion has moved from 89.99% in 1998 to 25.79% in 2007.

OVERALL PROFITABILITY PERFORMANCE
In order to judge the overall profitability performance of various public sector banks, the following seven indices
have been applied:
1. Index of Interest Income to Total Assets.
2. Index of Interest Expended to Total Assets.
3. Index of Spread to Total Assets.
4. Index of Non Interest Income to Total Assets.
5. Index of Non Interest Expenditure to Total Assets.
6. Index of Burden to Total Assets.
7. Index of Net Profit to Total Assets.
To compute these indices, first of all, the respective ratios have been calculated over the period 1998- 2007, then
these ratios have been averaged bank wise and the respective indices have been computed by the method given
below:
              Average Ratio for the concerned public sector bank
Index = —————————————————————————
             Average Ratio for aggregate of all public sector banks
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Once these indices have been obtained, their average (    ) and Standard Deviation (σ) have also been calculated.
Further, with these profitability indices, banks have been classified in four performance levels viz., excellent,
good, fair and poor. Excellent level includes banks with top 25% of normal distribution i.e., where growth index
value is greater than (      +0.6745σ). Good category stands for banks whose growth index value is lying between
50- 75% area of normal curve i.e., where growth index value is between       to (    +0.6745σ). Fair category
includes banks with growth index between 25- 50 % area under normal distribution i.e. where growth index is
between (     - 0.6745σ) to    . Poor performance level includes banks with bottom 25% under normal curve i.e.
banks lying below (     - 0.6745σ). In this way, the various indices of profitability parameters have been calculated.
For expenditure indices (interest paid index, non-interest expenditure index and burden index), these performance
levels had been reversed ( the banks lying at the top 25 per cent area are ranked ‘poor’, lying between 50 to 75
per cent are area ranked ‘good’ and the banks lying at the bottom 25 per cent of the normal distribution are ranked
‘excellent’). This is because these are the expenses for the banks and lower the volume, the higher is the performance
measured in profitability.
Table 1.8 highlights the indices of profitability parameters. Mean and Standard Deviation have also been calculated
for each profitability parameter. Table 1.9 presents the profitability performance levels of the PSBs over the
period under study.

TABLE 1.8: INDICES OF PROFITABILITY PARAMETERS OVER THE PERIOD – 1998-2007
S.N. BANKS Int. Earned Int. Paid Spread Non Int. Non Int. Burden Net Profits

 to Total to Total to Total Expenditure Income  to Total to Total
Assets   Assets  Assets  to Total to Total Assets  Assets 

Assets    Assets
1 SBI 0.97 0.97 0.96 0.98 1.05 0.89 1.05
2 SBBJ 1.02 0.95 1.14 1.16 1.27 1.03 1.27
3 SBH 1.00 0.97 1.04 0.89 1.13 0.58 1.19
4 SBIn 1.01 0.97 1.06 1.03 1.39 0.57 1.17
5 SBM 1.05 1.01 1.13 1.27 1.45 1.04 1.19
6 SBP 0.99 0.90 1.15 0.83 0.95 0.68 1.38
7 SBS 1.02 0.99 1.06 0.99 1.06 0.91 0.99
8 SBT 1.02 1.07 0.93 0.87 1.03 0.66 0.99
9 ALLB 1.02 1.03 1.00 1.08 0.99 1.21 1.14
10 AB 1.03 1.03 1.01 1.00 1.15 0.81 1.38
11 BOB 0.96 0.95 0.99 0.91 0.94 0.89 1.07
12 BOI 0.92 0.95 0.87 0.94 1.06 0.79 0.87
13 BOM 1.02 1.02 1.00 1.01 0.77 1.34 0.77
14 CB 0.97 1.00 0.93 0.89 1.09 0.64 1.04
15 CBI 1.02 0.99 1.06 1.11 0.76 1.60 0.77
16 COB 0.97 0.95 1.01 0.76 1.11 0.30 1.58
17 DB 1.03 1.08 0.94 1.04 1.17 0.87 0.56
18 IB 0.90 0.98 0.73 1.03 0.95 1.14 -0.24
19 IOB 1.03 1.04 1.00 1.00 0.83 1.25 1.06
20 OBC 1.06 1.08 1.03 0.71 0.83 0.57 1.39
21 PSB 1.05 1.09 0.98 1.23 1.00 1.54 0.67
22 PNB 1.02 0.96 1.13 1.07 0.94 1.24 1.25
23 SB 0.99 0.94 1.07 1.21 0.82 1.73 1.15
24 UBI 0.93 0.99 0.81 0.99 0.83 1.23 0.53
25 UntBI 1.02 1.03 0.98 0.88 0.72 1.10 0.99
26 UCB 1.00 1.04 0.92 1.05 0.90 1.25 0.79
27 VB 1.02 1.00 1.05 1.03 0.87 1.27 1.07

MEAN 1.00 1.00 1.00 1.00 1.00 1.00 1.00

S.D. 0.04 0.05 0.10 0.13 0.18 0.35 0.36

Index Int. Earned Int. Paid Spread Non Int. Non Int. Burden Net Profits
Performance  to Total to Total to Total Expenditure Income to Total to Total

Assets Assets Assets to Total to Total Assets  Assets
Assets Assets

Excellent SBM SBBJ SBBJ SBH SBBJ SBH SBBJ

X

X
X X

X X
X
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OBC SBP SBM SBP SBH SBP AB
PSB BOB SBP SBT SBIn SBT COB

BOI ALLB CB SBM CB OBC
COB PNB COB AB COB PNB
PNB OBC DB OBC
SB UntBI PSB

Good SBBJ SBI SBH SBI SBI SBI SBI
SBH SBH SBIn SBS SBS SBS SBH
SBIn SBIn SBS BOB SBT AB SBIn
SBS SBS AB BOI BOI BOB SBM
SBT CBI BOM UBI CB BOI ALLB
ALLB IB CBI COB DB BOB
AB UBI COB CB
BOM VB IOB IOB
CBI OBC SB
DB SB VB
IOB VB
PNB
UntBI
UCB
VB

Fair SBI SBM SBI SBIn SBP SBBJ SBS
SBP ALLB SBT ALLB ALLB SBM SBT
CB AB BOB AB BOB ALLB BOI
COB BOM CB BOM IB IB BOM
SB CB DB DB PNB PNB CBI

UntBI PSB IB UCB UBI UntBI
UnTBI IOB UntBI UCB

PNB
UCB
VB

Poor BOB SBT BOI SBBJ BOM BOM DB
BOI DB IB SBM CBI CBI IB
IB IOB UBI CBI IOB IOB PSB
UBI OBC UCB PSB OBC PSB UBI

PSB SB SB SB
UCB UBI UCB

UntBI VB
VB  

It is very much clear from the table that three banks namely SBM, OBC and PSB achieved excellent performance
with regard to index of interest earned to total assets ratio. A noteworthy point is that all the banks except SBP,
which have achieved excellent performance level with respect to the index of spread to total assets, have obtained
fair performance level in respect of the index of burden to total assets. SBP achieved excellent performance level
in five out of total seven indexes namely, interest paid to total assets, spread to total assets, non interest expenditure
to total assets, burden to total assets and net profits to total assets and obtained fair performance level only in case
of interest income to total assets and non interest income to total assets indices. SBBBJ has achieved excellent
performance level in respect of four indexes. As far as the index of interest paid to total assets is concerned SBBJ,
SBP, BOB, COB, PNB, SB obtained the excellent performance level. As far as the index of non interest expenditure
to total assets is concerned. SBH, SBP, SBT, CB, COB, OBC, UntBI achieved excellent performance level, SBI,
SBS, BOB, BOI, UBI achieved good performance level, SBIn, ALLB, BOM, DB, IB, PNB, UCB, VB held fair
performance level and SBBJ, SBM, CBI, PSB and SB held poor performance level. Banks can reduce their non
interest expenditure by adopting effective budgeting techniques and by implementing various cost reduction
programmes. Regarding the index of net profits to total assets, SBBJ, SBP, AB, COB, OBC and PNB got excellent
performance level but DB, IB, PSB and UBI got poor performance level.
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