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ABSTRACT

Banks are the most important players in any financial system since they play such
animportant part in economic growth by enduring transformations and enabling key
paymentsystems. The CAMEL rating is a supervisory grading system that was created in
the UnitedStates to evaluate a bank's overall health. CAMEL is a methodology for
measuring

bankperformancethatisbasedonratios. Thestudyexaminesandanalysesthefinancialperformanc
e of Telangana private banks using five parameters: capital sufficiency, assetquality,
managerial efficiency, earning quality, and liquidity. This study is beneficial

inlearningaboutthefinancialperformanceoftheprivatebanksthathavebeenchosen.
KEYWORDS: Financialperformance,privatebanks, CamelApproach
I. INTRODUCTION

A bank is a type of financial institution that receives deposits and invests them in
lendingoperationssuchaslendingorcapitalmarkets.Payingchecksandprovidingfinancialservic
esareexamplesofotheractivities.Simplyput,abankconnectsinvestors'anddepositors'fundswith
individuals seeking funds. Banks and money are critical to the functioning of
theeconomy,hencetheyarestrictlycontrolledandbanksareadvisedtofollowcertainrulesandstan
dards by the government. CAMEL is a methodology for measuringbank performancethat is
based on ratios. The abbreviation "CAMEL" stands for the five aspects of a
bank'shealththat areevaluated:Cstandsforcapital
adequacy,Astandsforassetquality, Mstandsformanagement, Estandsforearnings,andLstandsfo

rliquidity.

II. REVIEWOFLITERATURE

MuralidharaandChokkaLingan(2017) "CamelModelasanEffectiveMeasureonFinancial
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Performance of Nationalized Banks" conducted a five-year study on the

CAMELmodelasaneffectivemeasureoffinancialperformanceofnationalizedbanks(2011-12to
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2015-16). According to the findings of the study, the performance of the banks differs

fromoneanother.

AjitKumar(2017),in" AnAnalysisofthePerformanceofSelectPublicSectorBanksUsingCamel
Approach," examined the financial performance of five selected public sector

banksoverafive-yearperiodusingaCAMELmodel(2012t02016).

KajalKiran (2018) used CAMEL analysis to assess the financial health of top public
andprivate sector banks in India in "A Camel Model Analysis of Selected Public and
PrivateSectorBanksinIndia."Thestudyincludedsevenpublicbanks(StateBankofIndia, Bankof
Baroda, Bank of India, PNB bank, Union Bank of India, Canara Bank, and IDBI bank)
andfourprivatebanks(ICICIbank, HDFCbank,andIDBIbank).

PrincikaBothra, Ashwinpurohit (2018) “A Camel Model Analysis Of Named Public
AndPrivateSectorBanks.InIndia”’anatomizedthefiscalpositionandperformanceofthepublican
d private sector banks which is State bank of India and ICICI using CAMEL model.
Thisstudy was grounded on secondary data by covering the period of 2012-13 to 2016-17.

HeconcludedthatfiscalperformanceofstatebankofIndiaisadvancedthanI CICI.

OBJECTIVES

e ToanalyzethecapitaladequacyofCityUnionBankandHDFC
e Toassesstheassetqualityoftheselectedbank.

e Toevaluatethemanagementoftheselectedbank.

e Todeterminetheearningqualityoftheselectedbank.

o Toidentifytheliquiditypositionoftheselectedbank.

RESEARCHMETHODOLOGY

METHODOLOGYANDDATACOLLECTION:

e Secondarydata: Thesubjectwascollectedfrom

thedatapublishedinmoneycontrolandrelatedwebsites.

e ToachieveourobjectivewehavecalculatedratioasperCAMEL framework.
SAMPLING:Twoprivatesectorsbanks:CityUnionBankandHDFC—-hasbeentakenasasample.

TOOL: CAMEL framework is taken as tool to analysis the financial performance of

theselectedbanks.
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ILANALYSISANDINTERPRETARION:

1. CAPITALADEQUACY:

A. CAPITALADEQUACYRATIO:

TABLE:5.1.1CAPITALADEQUACYRATIOSFORHDFC

RISK
TIER TIER WEIGHTED
YEAR 1CAP 2CAP ASSET CAR
2014-2015 40,654.52 | 14,855.55 345,300.85 | 0.160758567
2015-2016 57,722.07 | 13,244.22 422,669.92 | 0.167900025
2016-2017 70,032.52 | 12,243.44 529,768.14 | 0.155305602
2017-2018 81,829.30 | 11,302.66 640,029.93 | 0.145511883
2018-2019 106,004.90 | 12,535.47 800,125.98 | 0.148152132

TABLE:5.1.2CAPITALADEQUACYRATIOSFORCUB

RISK
TIER TIER WEIGHTED
YEAR 1CAP 2CAP ASSET CAR
2014-2015 26632.15 810.34 166109.69 0.165207
2015-2016 30294.01 985.74 200824.22 0.155757
2016-2017 35317.97 1087.64 230010.19 0.158278
2017-2018 41204.56 1119.74 260870.09 0.162243
2018-2019 47308.08 1631.84 314682.3 0.155522
INTERPRETATION:

CARforHDFCbankshows16.08%during2014-2015,16.79%during2015-2016,
15.53%during2016-2017,14.55%during2017-2018and 14.82%during2018-2019.City
unionbankCARshows16.52%during2014-2015,15.58%during2015-2016,15.83%
during2016-2017,16.22%during2017-2018and 15.55%during2017-2018.HDFCachieved a
high CAR of 16.79% during 2015-2016 and CUBachieved a high CAR 0f16.52% during
2014-2015. The Capital adequacy  ratio for HDFCandCUB shows
ratioabovetherequiredvalueof10.5%whichindicatethatHDFCandCUBhasastrongcapitaltome

etsitsunexpectedfinancialloss. AlsoduriBgZO ]1§]-2(£1 9CARshowsthatCUBhas
age No:
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highestCARratiothanHDFC.

CHART:5.1.1CARFORHDFCANDCUBDURING2014-2015T02018-2019
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B. ADVANCETOASSETRATIO:

TABLE:5.1.3ADVANCETOASSETRATIOFORHDFC

ADVANCE
TOTALADV| TOTAL TOASSETR
YEAR ANCES ASSETS ATIO

2014-2015 365,495 | 253,951.66 1.4392306
2015-2016 464,594 | 288,752.84 | 1.608967725
2016-2017 554,568.00 | 337,306.04 | 1.644109308
2017-2018 658,333.00 | 398,909.59 | 1.650331345
2018-2019 819,401.00 | 458,777.55 | 1.786052957

TABLE:5.1.4ADVANCETOASSETRATIOFORCUB

ADVANCE
TOTALAD | TOTAL TOASSETR
YEAR VANCES ASSETS ATIO
2014-2015 18089 27871 0.649026
2015-2016 21253 31804 0.668249
2016-2017 24112 35271 0.683621
2017-2018 28239 39937 0.707089
2018-2019 33065 45259 0.730573
INTERPRETATION:

Totaladvancestototal AssetsratioforHDFCshows143%during2014-

2015,160%during2015-2016,164%during2016-2017,165%during2017-
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2018and178%during2018-
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2019 and CUB the total advances to total assets shows 64.9% during 2014-2015,
66.8%during2015-2016,68.3%during2016-2017,70.7%during2017-
2018and73%during2018-2019. During the 5 year period HDFC 178% of highest total
advances to total assets during2018-2019whileCUBrecordsahighestof73%during2018-
2019.

CHART:5.1.2ADVANCETOASSETRATIOFORHDFCANDCUBDURING2014-
2015T02018-2019
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2. ASSETQUALITY:

A. NETNPASTONETADVANCES:

TABLE:5.2.1INETNPASTONETADVANCESRATIOFORHDFC

NET NETNPASTO
YEAR NETNPA ADVANCES NETADVANCES
2014-2015 896.28 31,542 0.028415549
2015-2016 1,320.37 38,341 0.034437729
2016-2017 1,843.99 48,729 0.037841705
2017-2018 26,010.20 58,548 0.444253538
2018-2019 32,145.20 70,003 0.459194946

TABLE:5.2.2NETNPASTONETADVANCESRATIOFORCUB

NETNPAS
TO
YEAR NETNPA NETADVANCES NETADVA
NCES
2014-2015 232.79 | 17965.5 0.012958
2015-2016 323.15 | 21056.92 0.015346
Page No: 7
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2016-2017 408.34 | 23832.7 0.017134
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2017-2018 474.78 | 27852.79 0.017046
2018-2019 591.46 | 32673.34 0.018102
INTERPRETATION:

The Net NPAS to Net advance ratio for HDFC shows ratio of 2.84% during 2014-
2015,3.44%during2015-2016,3.78%during2016-2017,44.43%during2017-2018and
45.92% during 2018-2019. The Net NPAS to Net advanceratio for CUB shows ratio
0f1.30%during2014-2015,1.53%7for2015-2016,1.71%tor2016-2017,1.70%for2017-2018
and 1.81% during 2018-2019. During 2017-2019 HDFC bank has the highest Net NPAS
toNet advances ratio of 45.92% (32,145 crore) and 44.43% (260, 10 crore) indicating that
theNPASareon therise. CUBmaintainsan
averageratioof1.3%duringthestudyperiod. ThehigherratioofHDFCindicatesthattheloansareno

tgeneratingincomewhileCUBhaslowerratiowhichindicatesthattheloansandadvancesarereturn

inggoodearnings.

CHART:5.2.INETNPASTONETADVANCESRATIOFORHDFCANDCUBDURING20
14-2015T02018-2019
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B. TOTALINVESTMENTSTOTOTALASSETS:

TABLE:5.2.3TOTALINVESTMENTSTOTOTALASSETSRATIOFORHDFCBANK

TOTAL
TOTALINVE TOTAL INVESTMENTTOT
YEAR STMENT ASSETS OTALASSETS
2014-2015 166,459.96 253,951.66 0.655478921
2015-2016 163,885.78 288,752.84 0.567564219
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2016-2017 214,463.34 337,306.04 0.635812332
2017-2018 242,200.24 398,909.59 0.607155722
2018-2019 290,587.88 458,777.55 0.633396033

TABLE:5.2.4TOTALINVESTMENTSTOTOTALASSETSRATIOFORCUB

TOTALINVES
TMENTTOTO
TOTALINVE TAL
YEAR STMENT TOTALASSETS ASSETS

2014-2015 6365.27 27871 0.228383
2015-2016 6,828.17 31804 0.214695
2016-2017 7,081.82 35271 0.200783
2017-2018 8,014.98 39937 0.200691
2018-2019 7,863.33 45259 0.173741

INTERPRETATION:

TotallnvestmentstoTotal AssetsratioforHDFCbankshowsratioof65.55%during2014-
2015,56.76%during2015-2016,63.58%during2016-2017,60.72%during2017-2018
and63.34%during2018-
2019.TotallnvestmentstoTotal AssetsratioforCUBshowsratioof22.84%during2014-
2015,21.47%during2015-2016,20.08%during2016-2017,20.07%
during2017-2018and17.37%during2018-
2019.ComparativelyHDFChashigherTotallnvestmentstoTotal AssetsratiothanCUBwhich
showsthat CUBeffectivelymanagesits

NPASwhereasHDFCbankinvestsmoremoneytosoftenNPAS.InvestingmoremoneytosoftenN
PASresultinloweringtheprofitabilityofthebankandconsiderablyincreaseNPAS.CHART: 5.2.2
TOTAL INVESTMENTS TO TOTAL ASSETS RATIO FOR
HDFCANDCUBDURING2014-2015T02018-2019
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3. MANAGEMENTEFFICIENCY:

A. TOTALADVANCESTOTOTALDEPOSITS:

TABLE:5.3.1TOTALADVANCESTOTOTALDEPOSITSRATIOFORHDFCBANK

TOTALAD
VANCESTOT
TOTALADV TOTALDEP | OTAL
YEAR ANCES OSITS DEPOSITS

2014-2015 365,495 450,796 0.810776937
2015-2016 464,594 546,424 0.850244499
2016-2017 554,568.00 643,640 0.861612081
2017-2018 658,333.00 788,771 0.834631344
2018-2019 819,401.00 923,141 0.887622801

TABLE:5.3.2TOTALADVANCESTOTOTALDEPOSITSRATIOFORCUB

TOTAL
TOTALAD TOTALDEP ADVANCES
YEAR VANCES OSITS TOTOTALDEPOSI
TS
2014-2015 18089 | 38448 0.47048
2015-2016 21253 | 32853 0.646912
2016-2017 24112 | 30116 0.800638
2017-2018 28239 | 27158 1.039804
2018-2019 33065 | 24075 1.373416

INTERPRETATION:

Total Advances to total deposits ratio for HDFC banks shows 81.08% during 2014-
2015,85.02%during2015-2016,86.016%during2016-2017,83.46%during2017-2018and
88.76% during 2018-2019. Total Advances to total deposits ratio for CUB shows ratio
0f47.05%during 2014-2015, 64.69%during2015-2016, 80.06%during 2016-2017,103.98%
during2017-2018and137.34%during2018-
2019.HDFCbankshowsaverageTotal Advancestototaldepositsratioof80.03%while
CUBshowshighestof137%during2018-2019andduring2014-
2017HDFCshowhi gherTotalAdvancest(Rggd(Np@ digsratiothan
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CUB. Higher percentage of Total Advances to total deposits ratio of CUB show
bettermanagement efficiency during 2017-2018 and 2018-2019, while HDFC has higher
ratio ofTotal Advances to total deposits ratio during 2014-2017 which shows better

managementefficiency.InthelasttwoyearCUBmanagementefficiencyisbetterthanHDFCbank.

CHART:5.3.17TOTALADVANCESTOTOTALDEPOSITSRATIOFORHDFCANDCUB
DURING2014-2015T02018-2019
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B. BUSINESSPEREMPLOYEE:

TABLE:5.3.3BUSINESSPEREMPLOYEERATIOFORHDFCBANK

BUSINESSP
NETREVE NO ER
YEAR NUE OFEMPLOYE | EMPLOYEE
E

2014-2015 5,990.14 76,286 | 0.07852214
2015-2016 7,093.10 87,555 | 0.081013077
2016-2017 7,442.64 84,325 0.08826137
2017-2018 12,163.69 88,253 | 0.137827496
2018-2019 9,632.46 98,061 | 0.098229265

TABLE:5.3.4BUSINESSPEREMPLOYEERATIOFORCUB

BUSINESSPE
NO R
YEAR NETREVENUE | OFEMPLOY | EMPLOYEE
EE
2014-2015 3,102.96 4,365 0.710873
2015-2016 3,354.19 1 4,517 0.74257
age No:
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2016-2017 3,657.73 4,689 0.780066
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2017-2018 3,934.52 5,319 0.73971
2018-2019 4,281.56 5,518 0.775926
INTERPRETATION:

Business per employee for HDFC banks shows 7.858% during 2014-2015,
8.10%during 2015-2016, 8.83% during 2016-2017, 13.78% during 2017-2018 and 9.82%
during2018-2019. Business per employee ratio for CUB shows ratio of 71.08% during
2014-2015,74.25%during2015-2016,78.00%during2016-2017,73.97%during2017-
2018and77.59%
during 2018-2019. HDFC business per employee ratio is lesser than CUB due to
highernumber of employees (more than 7500 employees) and lower net revenue. CUB has
higherratio because of high net revenue and low employee numbers. HDFC ratio indicates
that
thebanksgeneratelesserrevenueutilizingitslaborwhileCUBgeneratesmorerevenue. Duringthe
year 2018-2019 HDFC could only generate 9,632 crore net revenue employing
98,06 1employeeswhileCUBgenerates4,28 1 croreutilizing5,518employees.

CHART:5.3.2BUSINESSPEREMPLOYEERATIOFORHDFCANDCUBDURING2014-
2015T02018-2019
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4. EARNINGSQUALITY:
A. INTRESTINCOMETOTOTALINCOME:

TABLE:5.4.1INTRESTINCOMETOTOTALINCOMERATIOFORHDFCBANK

INTRESTINCOME
INTREST TOTALINC| TOTOTALINCOM
YEAR INCOME OME E
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2014-2015 48,469.91 57,466 0.843449291
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2015-2016 60,221.45 70,973 0.848509719
2016-2017 69,305.96 81,603 0.849311725
2017-2018 80,241.35 95,461.70 0.840560665
2018-2019 98,972.05 116597.9 0.848832183

TABLE:5.4.2INTRESTINCOMETOTOTALINCOMERATIOFORCUB

INTRESTI
NCOMETO
INTRESTINC TOTALINC | TOTAL
YEAR OME OME INCOME

2014-2015 2,698.86 3,102.96 0.86977
2015-2016 2,944.21 3,354.19 0.877771
2016-2017 3,173.70 3,657.73 0.867669
2017-2018 3,402.42 3,934.52 0.864761
2018-2019 3,767.17 4,281.56 0.879859

INTERPRETATION:
InterestincometototalincomeratioforHDFCbanksshows84.34%during2014-
2015,84.85%during2015-2016,84.93%during2016-2017,84.06%during2017-2018and
84.88%during2018-
2019.InterestincometototalincomeratioforCUBshowsratioof86.98%during2014-
2015,87.78%during2015-2016,86.77%during2016-2017,86.48%
during2017-2018and87.99%during2018-2019.

CHART:5.4.1INTRESTINCOMETOTOTALINCOMERATIOFORHDFCANDCUBD
URING2014-2015T02018-2019
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TABLE:5.4.30PERATINGPROFITSTOTOTALASSETSRATIOFORHDFC

OPERATING
PROFIT
OPERATINGP TOTOTALA
YEAR ROFIT TOTALASSET SSET

2014-2015 17,404.47 253,951.66 0.068534579
2015-2016 21,363.55 288,752.84 0.073985593
2016-2017 25,732.39 337,306.04 0.076287961
2017-2018 32,624.81 398,909.59 0.081784973
2018-2019 39,749.72 458,777.55 0.086642688

TABLE:5.4.40PERATINGPROFITSTOTOTALASSETSRATIOFORCUB

OPERATING
PROFIT
OPERATINGP TOTOTAL
YEAR ROFIT TOTALASSET ASSET
2014-2015 692.65 27871 0.024852
2015-2016 833.28 31804 0.0262
2016-2017 993.74 35271 0.028174
2017-2018 1,207.75 39937 0.030241
2018-2019 1239.99 45259 0.027398
INTERPRETATION:

Operating profits to total assets ratio for HDFC banks shows 6.85% during 2014-
2015, 7.40% during 2015-2016, 7.63% during 2016-2017, 8.18% during 2017-2018
and8.66%during2018-
2019.OperatingprofitstototalassetsratioforCUBshowsratioof2.49%during 2014-2015, 2.62%
during  2015-2016, 2.82% 2016-2017, 3.02% 2017-
2018and2.74%during2018-

during during

2019.HDFCbankoperatingprofitstototalassetsratioshowanincreasingtrendinthestudyyearsand

reachestoahighvalueof8.66%during2018-2019.

CHART:5.4.20PERATINGPROFITSTOTOTALASSETSRATIOFORHDFCANDCU

BDURING})14-:30]5702018-2019
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LIQUIDITY:

C. LIQUIDASSETSTOTOTALASSETS:

TABLE:5.5.1LIQUIDASSETSTOTOTALASSETSFORHDFCBANK

LIQUIDAS
SETSTOTO
LIQUIDAS| TOTAL TAL
YEAR SETS ASSETS ASSETS

2014-2015 14,834.86 253,951.66 0.058416059
2015-2016 19,363 288,752.84 0.067058682
2016-2017 21,078 337,306.04 0.062488389
2017-2018 23,846 398,909.59 0.059778188
2018-2019 28,692 458,777.55 0.062539607

TABLE:5.5.2LIQUIDASSETSTOTOTALASSETSFORCUB

LIQUIDASSETS
LIQUIDASS TOTAL TOTOTAL
YEAR ETS ASSETS ASSETS
2014-2015 3053.34 27871 0.109553
2015-2016 3406.56 31804 0.107111
2016-2017 4657.8 35271 0.132057
2017-2018 4663.03 39937 0.11676
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2018-2019 6304.09 45259 0.139289

INTERPRETATION:

Liquid asset to total asset for HDFC banks shows 5.49% during 2014-2015,
6.71%during 2015-2016, 6.25% during 2016-2017, 5.98% during 2017-2018 and 6.25%
during2018-2019. Liquid asset to total asset for CUB shows ratio of 10.96% during 2014-
2015,10.71%during2015-2016,13.21%during2016-2017,11.68%during2017-2018and 13.93%
during2018-
2019.HDFCliquidassettototalassetwasconsistentduringthestudyperiodtheliquidassettototalas
setachieved amaximumof6.71%during2015-2016.

CHART:4.5.1LIQUIDASSETSTOTOTALASSETSFORHDFCANDCUBDURING
2014-2015T02018-2019
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D. LIQUIDASSESTTOTOTALDEPOSITS

TABLE:5.5.3LIQUIDASSESTTOTOTALDEPOSITSRA

TIOFORHDFC
LIQUIDASSEST

LIQUIDASSES| TOTALDEPO| TOTOTALDEPOSI
YEAR T SIT TS
2014-2015 14,834.86 450,796 0.032908134
2015-2016 19,363 546,424 0.035436556
2016-2017 21,078 643,640 0.032747671
2017-2018 23,846 788,771 0.030231959
2018-2019 28,692 923,141 0.031080591

TABLE:5.5.4LIQUID1P§§]€Z%}"0T98_" OTALDEPOSITSRA
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TIOFORCUB
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LIQUIDASSE
STTOTOTAL
TOTALDEPOSI | DEPOSITS
YEAR LIQUIDASSEST T
2014-2015 3053.34 38448 0.079415
2015-2016 3406.56 32853 0.103691
2016-2017 4657.8 30116 0.154662
2017-2018 4663.03 27158 0.1717
2018-2019 6304.09 24075 0.261852
INTERPRETATION:

LiquidassetstototaldepositsratioforHDFCbanksshows3.29%during2014-2015,3.54%during
2015-2016, 3.27% during 2016-2017, 3.02% during 2017-2018 and 3.11% during2018-
2019. Liquid assets to total deposits ratio for CUB shows ratio of 7.94% during 2014-
2015,10.37%during 2015-2016,15.47%during2016-2017,17.17%during2017-2018and
26.19%during2018-2019.

CHART:5.5.2LIQUIDASSESTTOTOTALDEPOSITRATIOFORHDFCANDCUBDURI
ON2014-2015T02018-2019
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3.11%

FINDINGS

e The Capital adequacy ratio for HDFC and CUB shows ratio above the required value
0f10.5% which indicate that HDFC and CUB has a strong capital to meets its
unexpectedfinancialloss. Alsoduring2018-
2019CARshowsthatCUBhashighestCARratiothanHDFC.

e TotaladvancestototalassetsratioofHDFCandCUBshowshigherratioduring2018-
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2019 which indicates that the bank’s lending amounts are
increased.ComparativelyHDFC has more advances (819,401 crore) than CUB (33,065
crore) which indicate thatHDFClendmoremoneystronglyandmakemoreprofitsthan CUB.

e HDFCbankhasthehighestNetNPAStoNetadvancesratioof45.92%(32,145crore)on2019in
dicatingthattheNPASareontherise. CUBmaintainaverageratioof1.3%.

e HDFC has higher Total Investments to Total Assets ratio than CUB which shows
thatCUBeffectivelymanagesitsNPASthanHDFC.

e HigherpercentageofTotal Advancestototaldepositsratioof CUBshowbettermanagement
efficiency during 2017-2018 and 2018-2019, while HDFC has higher
ratioofTotal Advancestototaldepositsratioduring2014-
2017whichshowsbettermanagementefficiency.

e HDFCbusinessperemployeeratioislesserthanCUBduetohighernumberofemployees(more
than7500employees)andlowernetrevenue.

e HDFC bank maintains an average interest income to total income of about 84%
whileCUB maintains at 86.5% which indicates that relatively both the banks maintain
highinterestincomeratio.

e HDFC bank operating profits to total assets ratio show an increasing trend in the
studyyears and reaches to a high value of 8.66% during 2018-2019. CUB operating
profits tototal assets ratio was maintained at an average of 2.6%, during the year 2017-
2018 theratioachievesahighervalueof3.02%.

e (CUBmanagestoincreaseitsratiointhecurrentperiodto13.93%.CUBhasmoreliquidcashand

cashequivalentsthanHDFCbank.

III. CONCLUSTION

Asdiscussedearlierthatthebankplayavitalroleintheeconomicdevelopment. Thepresentstudyai

mstoassessthe existinggapsinthe performanceof
HDFCandCUBandtosuggestsolutionforthesame.Theuniformfinancialratingsystem(CAMEL
rating)hasbeenhelpfulinevaluatingandcomparingtheperformanceofselectedprivatebanks.The
studystatesthatHDFCandCUBhavebettercapital adequacy. In theoverallstudyHDFC
hasbetterearningcapacity and liquidity. Though CUB is a small banking sector it has good

asset quality andmanagement.
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