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ABSTRACT
There is no second opinion in the fact that banks are to economies what blood is to human beings. So a sound banking system has immense importance to strengthen an economy. A sound banking system depends upon the performance of banks. Financial performance plays an important role in bank performance. In this context this research work will reveal the financial soundness of three top performers of Indian banking sector. The current work aims at comparison of financial soundness among SBI, ICICI and Standard chartered Bank. Secondary data is used for the study. This topic includes data of last three financial years i.e., 2009-10, 2010-11 1nd 2011-12. Different tables, charts and ratios are used to analyse data. In the concluding part important findings are highlighted.
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INTRODUCTION
There is no second opinion in the fact that banks are to economies what blood is to human beings. Without a sound banking system the economy of a country will be frozen in no time and the country cannot march towards the path of growth and development. Hence a sound banking system has immense importance to strengthen an economy. For a sound banking system banks must be financially sound. Financially soundness of a bank is an amalgam of different factors like growth of assets, increase of interest income and income along with operational profit and profit. It also takes in to account the return on net worth, capital adequacy ratio etc.
The present study is an attempt to compare the financial soundness of three big banks in Indian Banking sector i.e. State Bank of India, ICICI Bank and Standard Chartered Bank. State Bank of India (SBI) is the largest bank among the public sector bank and according Fobers it has ranked 29th as most reputed company in the world. ICICI bank is the largest private sector bank in India   and ranked 63rd position in the league of world’s 100 most valuables brands. On the other hand Standard Chartered Bank (StanChart) has acquired 13 RTB points in 2012 and stood at 24th position in the list among 100 most valuable brands in the world and the bank is performing well among the foreign banks in India. 

The present comparative study analyses the Profit and Loss account and Balance Sheet of these three banks. It an attempt to study different elements of P&L account and balance sheet and relationship of these elements are made to know the financial soundness of these three giants of Indian Banking sector.

Objectives of Study:

The comparative analysis is conducted in order to reach following two objectives.
· To analyse the financial performance of SBI, ICICI bank and Standard chartered bank.
· To compare the financial soundness of these banks.
Research Methodology:

Research methodology defines the procedure of conducting research. Present study is a comparative study. This study includes three top performers in Indian banking sector viz.SBI, ICICI bank and Standard Chartered bank. In the beginning objective of the study is set. Data is collected in accordance with the objectives. Only secondary date is used in this study. Different research journals, magazines, annual reports of concern banks, RBI bulletin, government and private websites etc are followed. Data is classified according to similar nature. Different tables, charts are used to analyse the data. Different ratios are calculated to relate different variables. In last part of the study, important indicators of financial soundness is summarised and   conclusions are made in reference to study objectives.
Scope of Study:
The current study has taken three banks. Last three years data of these three banks are included for the study purpose. It covers the data of 2009-10, 2010-11 and 2011-12. 
Comparison of Financial Soundness of the Banks:
For the analysis of financial data following ten parameters are used and analysed in tabular and graphic form.
                              Table 1: Comparison of Total Assets.                   Rs in crores
	Bank/Year
	2011
	2012

	%  of Change

	State Bank of India
	1224693.81
	1337409.43
	9.20

	ICICI 
	406678.08
	474074.60
	16.57

	Standard Chartered Bank
	106308.97
	121685.51
	14.46


             Source: Annual reports of concern Banks.

Table 1 reveals the growth of assets of three banks from 2011 to 2012. It shows that the growth rate of total assets of ICICI Bank is much higher than other two banks which are 16.57%. SBI took the last position in this comparison. Its growth rate is 9.20%. The growth of total assets of Standard Chartered Bank is 14.46%. 
 Table 2: Comparison of % of Change of Total Advances & Deposits from 2011 to 2012.              
	Bank/Year
	%  of Change of Advances
	%  of Change of Deposits

	State Bank of India
	14.65
	11.75

	ICICI Bank
	17.27
	13.25

	Standard Chartered Bank
	12.95
	9.49


Source: Annual reports of concern Banks.

                  Fig 1: % of Change of Total Deposits & Advances from 2011-2012.
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Table 2 and Fig 1 compare the growth of advances and deposits from March 2011 to March 2012. The growth rate of advances and deposits of ICICI Bank is higher than other two banks. Its increase in advances is 17.27% and increase in deposits is 13.25%. SBI is in second position and Standard Chartered Bank took the last position in this comparison.   
                           Table 3: Comparison of Credit Deposit Ratio.

	Bank/Year
	2009-10
	2010-11
	2011-12

	State Bank of India
	78.58
	81.03
	83.13

	ICICI 
	89.7
	95.91
	99.31

	Standard Chartered Bank
	86.22
	84.22
	86.88


              Source: Data Compiled.
Credit Deposit ratio is calculated by dividing the bank's loans by the amount of its deposits. Mathematically Credit Deposit Ratio = Loan/Deposits. This ratio reflects how much a bank lends out of the deposits it has mobilised. There is no regulatory level of such ratio but a very low ratio indicates banks are not making full use of their resources. And if the ratio is above a certain level, it indicates a pressure on resources. In other words higher ratio tends to less liquidity and vice versa.                                  
Fig: 2 Comparison of Credit Deposit Ratio.
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The above figure explains the comparison of credit deposit ratio. In this, three financial year credit deposit ratio of ICICI bank is high as compare to other two banks. Its ratio is 89.7, 95.91 and 99.31 in last three years. Such ratio of SBI and ICICI is in increasing trend where StanChart bank experienced with decreasing trend from 2009-10 to 2010-11. It is increased by 2.66% in 2011-12.

Table 4: Comparison of % Change in Interest Income and Total Income from 2011 to 2012                  
	Bank/Year
	%  Change of Interest Income
	%  Change of Total Income

	State Bank of India
	30.87
	24.33

	ICICI 
	29.14
	25.82

	Standard Chartered Bank
	25.04
	23.88


Source: Data Compiled.
        Fig 3: % Change of Interest Income & Total Income from 2011 to 2012 
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     Source: Annual Report of concern banks.
Above figures shows the changes of interest income and total income from 2010-11 to 2011-12. The growth of interest income of SBI is higher than other two banks which is 30.87. ICICI bank and StanChart bank’s growth rate is 29.14 and 25.82 respectively. So far as total income is concerned growth of ICICI bank’s total income is high at 25.82%. SBI and StanChart bank stood at 24.33% and 23.88%. 

                Table 5: Ratio of Interest Income to Total Income. (In percentage)
	Bank/Year
	2009-10
	2010-11
	2011-12

	State Bank of India
	82.59
	77.47
	66.67

	ICICI 
	83.72
	79.62
	71.99

	Standard Chartered Bank
	88.13
	81.72
	72.66


              Source: Data Compiled.
Ratio in Table 5 shows that the proportionate contribution of interest income in total income. In other words it shows the portion of interest income with total income. Banks lend money in the form of loans and advances to the borrowers and receive interest on it. This receipt of interest is called interest income. Total income includes interest income, non-interest income and operating income.
                      Fig 4: Ratio of interest income to total income.         (In percentage)
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Fig 4 here above compares the portion of interest income to total income. In 2009-10 SBI’s portion to total income is 82.59% which is higher than other two banks. The case is same in 2010-11 and 2011-12 and the ratio is 83.72 and 88.12 respectively. Standard Chartered bank experienced with a low level of such ratio as compared to other two banks. Such ratio of ICICI is moderate.     
                  Fig 5: % Change of Operating Profit and Net Profit from 2011 to 2012                       
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In the above figure percentage change of operating profit and net profit of SBI is higher as compare to ICICI bank and StanChart bank which is 24.62% and 41.66% respectively. ICICI bank attains 14.8% change in operating income and 25.51% of net profit from 2010-11 to 2011-12.Stanchart bank though increased its operating profit by 16.09% but net profit is decreased by 15.71%.                                                 
Return on assets indicates the efficiency of using the assets to generate income. It tells us the earning which is generated from invested capital (assets). An increasing trend of ROI explains efficiency of management to use assets over the year and vice versa. ROA = Annual Net Income/Average Total Assets
                                                     Fig 6: Return on Assets (%)
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The above figure represents the comparison of Return on Assets ratio. SBI’s ROA decreased from 0.88 to 0.71 from 2009-10 to 2010-11. However it managed to increase the ratio to .88 in 2011-12. StanChart bank experienced with a decreasing trend of ROA .Such ratio is decreased to 1.49 from 3.03 from 2009-10 to 2011-12. But its return on assets is more than other two banks over these three years. ICICI bank has an increasing trend of such ratio. Moreover its assets have generated more income than SBI but lees income than StanChart bank over these three years. 
                                             Table 6: Return on Net worth. (%)        
	Bank/Year
	2010
	2011

	2012

	State Bank of India
	14.80
	12.62
	15.72

	ICICI 
	7.96
	9.65
	11.20

	Standard Chartered Bank
	21.91
	18.54
	13.93


                                Source: Calculated from concern annual reports.
The net worth ratio states the return that shareholders could receive on their investment in a company, if all of the profit earned were to be passed through directly to them. The ratio is useful as a measure of how well a company is utilizing the shareholder investment to create returns for them. A higher return says more return on capital and vice versa.
Return on net worth = Net Profit after Tax/ Shareholder capital + Retained earnings
Table 6 represents the return to shareholders. It can be said that ICICI banks net worth is in increasing trend. StanChart bank’s return on net worth is in decreasing trend. Its return to net worth is 21.91% in 2009-10 and decreased to 13.93% in 2011-12.SBI poised a decrease of such ratio from 2010 to 2011 and an increase of such ratio from 2011 to 2012. On the other hand the foreign bank does not stop its net worth ratio to decrease in all the three years. In spite of such decrease, its net worth ratio is higher than the private bank in all the three years. 
                        Table 7: Capital to Risk Weighted Asset Ratio (%).
	Bank/Year
	2010
	2011

	2012

	State Bank of India
	13.39
	11.98
	13.86

	ICICI 
	19.41
	19.54
	18.52

	Standard Chartered Bank
	12.41
	11.88
	11.05


              Source: Data Compiled.
Capital to Risk Weighted Asset Ratio 
It is a measure of the amount of a bank's core capital expressed as a percentage of its risk-weighted asset. It measures bank's ability to meet its obligations relative to its exposure to risk. The capital adequacy ratio exists to ensure that a bank is able to handle losses and fulfil its obligations to account holders without ceasing operations. It is also called Capital Adequacy Ratio (CAR). CAR = (Tier 1 Capital + Tier 2 Capital)/Risk Weighted Asset. 
Non-funded (Off-Balance sheet) Items : The credit risk exposure at​tached to off-balance sheet items has to be first calculated by multiplying the face amount of each of the off-balance sheet items by the Credit Conversion Factor. This will then have to be again multiplied by the relevant weightage.                          
Fig 7: Capital to Risk Weighted Asset Ratio (%).
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Fig 8 discloses the capital adequacy ratio of three banks. It shows such ratio of ICICI bank is higher than SBI and StanChart Bank in all three years. SBI is also ahead of StanChart bank in this comparison. Such ratio of StanChart bank is lower as compared to SBI and ICICI bank. 
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The above figure shows the percentage of Net Non Performing Assets. ICICI bank has controlled efficiently its non- performing asset over the years. It has a decreasing trend of portion of NPA to total assets. Both SBI and StanChart bank have same trend. In the year 2010 to 2011 it is decreased and in 2011 to 2012 it is again increased for such two banks. 
Summery and Findings:
1) The growth rate of total assets of ICICI is higher and SBI’s is lower.  

2) The comparison of credit deposit ratio reveals that SBI’s reliance on borrowed funds is increasing because such ratio is increasing year by year. The case is same for ICICI . It is little different for StanChart bank.    

3) So far as interest income to total income is concerned all banks have an increasing trend and but the growth rate of SBI supersedes the growth rate of other two banks. Though such ratio of ICICI is lower than SBI but its growth rate is more consistent and uniform than SBI. StanChart bank is well behind in this comparison.  

4)  The growth of operating profit is higher than other two banks. The growth of net profit is even much higher which stood at 41.66%. Net profit of StanChart bank is decreased by 15.71% in 2011-12 as compared to previous year. 

5)  A comparison of ROA reveals that only ICICI has increasing trend. Return on assets of SBI and StanChart bank has decreased over three years. Though ROA of StanChart bank is in decreasing trend but it is higher than other two bank’s ROA for all the three years. 
6)  So far as return on net worth is concerned only ICICI has increasing trend. StanChart bank’s return on net worth ratio is decreasing over the years. SBI’s return on net worth ratio decreased in 2009-10 to 2010-11 and increased then in 2011-12. 
Conclusion:
After making a rigorous comparative study it can be easily concluded that ICICI’s financial performance is ahead than SBI and StanChart bank. The private bank’s growth of asset, growth of deposits and advances is much higher than other two banks. Its increase of income and interest income is in increasing trend over the year. The case is same for its operating profit and net profit. Its credit deposit ratio is within the norm as compare to other two banks. Though the bank’s return on assets and return on net worth is lower than the StanChart bank but it is in increasing trend where the foreign bank’s return on assets and return on net worth is in decreasing trend. The capital adequacy ratio of ICICI bank is uniform over the three year. Most importantly the trend of nonperforming asset is consistently decreasing from 2010 to 2012 but the situation is reverse in case of SBI and StanChart. Thus ICICI’s operational efficiency runs over than SBI and StanChart bank. 
Limitations of the Study:
The present study is suffered by following limitations.

1) Due to time and resource constraints, certain areas are not taken into consideration. Certain indicators of financial soundness like return on loans return on investments, expenses ratios etc are ignored.

2) The present study is based on secondary data. Hence limitations of using secondary data may affect the outcome of the study.

3) The reliability of journals and magazines may not be up to standard. In addition data of annual reports may be window dressed which may not reflect the reality
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