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ABSTRACT
The State Bank of India being the largest public sector bank in terms of assets, deposits, employees and customers in India, is the ideal banker for most of public sector corporations. It possesses apex position in the Indian money market as customers have huge trust in SBI due to its prompt services. The main objective for every commercial bank is to increase its profitability and in order to accomplish this goal; they concentrate on analysing their financial performance. The financial performance tells about the profitability and financial soundness of the organisation. So, this is the reason that the present study aimed at analysing the financial position of the State Bank of India for the last five years. The most popular tool for analyzing the financial position of bank is Ratio Analysis. Therefore, the study has been undertaken to analyze financial status of the State Bank of India during recent times.
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INTRODUCTION

Banking system can be well recognized as the life blood and the nervous system of the Indian economy (Singh and Tondon, 2012). Banks play a very important role in the economic development of a country and form the core of the money market in an advanced country. In India, the money market is characterized by the existence of both the organized and unorganized sectors. The organized sector includes Commercial banks, Co-operative banks and Regional Rural banks while the unorganized sector includes indigenous bankers and private money lenders (Pathak, 2003). In a country like India, public sector banks have an edge over private sector banks in terms of size, geographical reach and access to low cost deposits. Among the banking institutions in the organized sector, the commercial banks are the oldest institutions having a wide network of branches, commanding utmost public confidence and having the lion’s share in the total banking operations. Initially, they were established as corporate bodies with share-holdings by private individuals, but subsequently there has been a drift towards State ownership and control. 
In Modern times, banking is the key player of all business activity (Sampath, 1990). According to him, it is an important instrument of mobilizing the community’s resources through institutional framework. As a matter of fact, the economic and industrial development of a country depends upon how efficiently funds are managed by the banks of that country. Hence, banks play a very important role in the economic development of the country (Singla, 2008). Adequacy of capital and competency of management are the two pillars upon which the earnings of the banks depend. Sufficiency of capital instills depositor’s confidence, which helps in mobilizing of deposits. Increase in deposits increases the lending business and therefore enhances the possibilities of income generation for the bank (Padna and Lall, 1991). Moreover, a bank with a sound capital base can take business opportunity more effectively and can concentrate well on dealing with problem arising from unexpected loses. The success and survival of a bank depends to a great extent upon the dedication and competence of its managers. A smart bank manager can, not only help to mobilize resources and deploy them in profitable channels, the manager can also reduce the amount of idle balances and help to earn more profits. The banks now focus on integrated balance- sheet management where all the relevant factors which effect an appropriate balance sheet composition deserve consideration. Therefore various components of balance sheet are analyzed keeping in view the strengths of a bank. A careful designing and management of Asset and Liability behaviour is integral part of banking business particularly because over three forth of its resources originate from the depositors. However, the banks do not have free hand in the making of their behaviour on both sides (asset and liabilities). Therefore the study was undertaken to analyze financial status of public sector bank especially the State Bank of India.
REVIEW OF LITERATURE
An attempt has been made to provide an overview of various aspects of this study through the scanned literature. The sources referred to include various journals, books, magazines and internet sites. Over the period, there are various profitability-based studies conducted in the area of banking and some of them have been reviewed and scanned.
The theoretical literature suggested that profit earned by a particular concern indicates its strength in yielding benefits from all sorts of its efforts injected in earning the same. On the other hand, profitability indicates the earning ability or earning power of a particular source to which it is affected. 

In this context, various studies has been undertaken which revolve round the examination of factors affecting profitability. For instance, Sampath (1990) examined the factors influencing profitability of commercial banks. He emphasized that profitability depends on certain factors like interest income, interest expenses and manpower expenses, other expenses and non-interest income. Whereas Padna and Lall (1991) gave improvement in profitability through the development of certain internal factors like productivity deployment of funds, quality of advances, information system and organization setup and branch expansion. In addition, Amandeep (1983) examined the trends in profits and profitability of 20 nationalized banks, by using the analytical tools, i.e. trend analysis, ratio analysis and concentration indices of the selected parameters. He concluded that the efficient management of burden plays a significant role in the determination of profitability of banks. Satyamurthy (1994) in his study suggested that the technique of ratio analysis to evaluate the profit and profitability performance of banks. Likewise, researchers like Sarker and Das (1997) compared the performance of public, private and foreign banks for the year 1994-95 by using measures of profitability, productivity and financial management. They found that public sector banks comparing poorly with the other two categories. Adding up, Sarkar (1999) examined the ownership impact of banks profitability. The study discovered that the foreign banks were profitable and efficient than Indian banks and amongst the Indian private banks were superior to the public sector banks. Goddard et al., (2004) in their study examined models for the determinants of profitability and found that the relationship between the capital-assets ratio and profitability was positive. Aburime (2008) made an attempt to study the impact of ownership structure on bank profitability in Nigeria. The study examines whether the composition and spread of bank ownership significantly impinges on bank returns. Uppal (2009) examined the profitability which is an important criterion to evaluate the overall efficiency of a bank group. Jha and Sarangi (2011) analyzed the profitability of four major banks in India and revealed that State Bank of India performed better in terms of earning per share and dividend payout ratio, while Punjab National Bank performed better in terms of operating profit margin and return on equity. Brindadevi (2013) referred that profitability for the coming period is the most important measure of the success of the business, without profit a business cannot survive. Baser (2014) stated that there were several factors that determined the operating efficiency and profitability of the bank. 

OBJECTIVES OF THE STUDY
The objective is to find out the profitability of State Bank of India by studying various ratios to measure the financial viability and health of the bank. The study offers findings and suggestions to enhance the financial performance and health of SBI bank.
RESEARCH METHODOLOGY
Sample Selection
The sample of research presented is State Bank of India. According to Subalakshmi, Grahalakshmi and Manikandan (2018), State Bank of India is the India’s largest commercial bank in terms of assets, deposits and employees. State Bank of India is the preferred banker for most of public sector corporations. It occupies a unique place in the Indian money market as it commands more than one third of India’s bank resources.
Data Sources
The study is based on secondary data that has been collected from annual reports of the State Bank of India, RBI, books, newspapers, magazines, journals, documents, research papers, websites and other published information. 
Study Period for Data Analysis
In the present study, secondary data available over five years from 2017 to 2021 has been analysed. Researcher has heavily relied upon the Reserve bank of India publications, the Annual reports and balance sheets of State Bank of India. Government publications such as publications of individual commercial banks were also collected for this study.

Tools Used in Analysis
The descriptive analysis was done using tables, ratio analysis and percentages.

IMPORTANCE OF THE STUDY
The present paper is an attempt to analyze profitability performance of SBI. Many recent studies have attempted to evaluate the overall performance of the banking sector by applying the profitability criterion. A very few studies have evaluated the SBI particularly in profitability performance analysis.
FINANCIAL HIGHLIGHTS OF SBI DURING 2017-2021

The Reserve Bank of India identifies various items of assets and liabilities under schedules 1 to 12. The Financial Statements of banks are actually prepared in 18 schedules in accordance to special provision of third schedule of Section 29 of Banking Regulation Act, 1949. Out of these, 12 schedules are allocated to the Balance Sheet and schedules 13-16 are allocated to the Income Statement. The other schedules are related to notes of accounts, provision and contingencies or significant accounting policy changes.
Table.1. Balance Sheet of SBI from 2017 to 2021
	Items
	2016-17
	2017-18
	2018-19
	2019-20
	2020-21

	Liabilities

	Capital
	7278
	5507.7
	6929.45
	8836.28
	10518.38

	Reserves and Surplus
	216394.79
	2,29429.49
	233603.20
	70882.28
	274669.11

	Deposits
	2599810.79
	2722178.28
	2940541.06
	32741,60.63
	3715331.23

	Borrowings
	336365.66
	3,69079.34
	4,13747.66
	332900.67
	433796.21

	Other Liabilities
	285272.44
	290238.19
	293645.69
	331427.10
	411303.62

	Total
	3445121.56
	3616433.00
	3888467.06
	4197492.34
	4845618.55

	Assets

	Cash and Balance with RBI
	16101861
	150769.46
	177362.74
	166968.46
	213498.62

	Balance with Bank
	11217854
	44519.65
	48149.52
	87346.80
	134208.42

	Investments
	102728087
	1183794.24
	1119247.77
	1228284.28
	1595100.26

	Advances
	1896886.82
	1960118.54
	2226853.67
	2374311.18
	2500598.99

	Fixed Assets
	50940.74
	41225.79
	40703.05
	40078.17
	40166.79

	Other Assets
	195872.57
	234271.25
	274416.24
	298953.46
	360495.48

	Total
	3445121.56
	3616433.00
	3888467.06
	4197492.34
	4845618.55


                        Table.2. Profit and Loss account of SBI from 2017-21
	Items
	2016-17
	2017-18
	2018-19
	2019-20
	2020-21

	Interest Earned
	1755182404
	2204993156
	2428686535
	2573235922
	2651506338



	Other Income
	354609275
	446006871
	367748878
	452214780
	434963747

	Total I
	2109791679
	2651000027
	279643513
	3025450702
	3086470085

	Interest Expended
	1136585034
	1456456000
	1545197780
	1592387657
	1544406333

	Operating Expenses
	464727694
	599434464
	696877374
	751736902
	826522235

	Provisions for contingencies
	403637925
	2716474564
	545737961
	536445037
	511436823

	Total II
	2004950653
	4772365028
	2787813115
	2880569596
	2882365391


	Profit (I-II)
	104841026
	2121365001
	8622298
	144881106
	204104694




RATIO ANALYSIS
Ratio Analysis is the most popular technique for analyzing the financial statement of the bank. It enables the management of banks to identify the causes of the changes in their advances, income, deposits, expenditure, profits and profitability over the period of time and thus helps in pinpointing the direction of action required for increasing the deposits, income, advances and reducing the expenditure and for altering the profitability prospects of the banks in future. To analyses the performance of the State Bank of India, the study has identified the following ratios:
· Credit Deposit Ratio

· Deposit to Total Assets Ratio

· Return on Equity Ratio

· Interest Expenses to Interest Earned Ratio

· Profit Margin Ratio

· Equity Multiplier Ratio

· Net Interest Margin Ratio
CREDIT DEPOSIT RATIO

Credit Deposit Ratio is a commonly used statistic for assessing a bank’s liquidity by dividing the banks total loans by its total deposits. The formula used to calculate the credit deposit ratio is,

Credit Deposit Ratio = Credit/Deposits

The ratio of credit to deposit of SBI during the study period is shown in the following Table.3.
Table.3. Credit Deposit Ratio of SBI 
	Year
	Credit

	Deposit

	Credit Deposit Ratio

	2016-17
	1896886.82
	2599810.79
	0.729

	2017-18
	1960118.54
	2722178.28
	0.720

	2018-19
	2226853.67
	2940541.06
	0.750

	2019-20
	2374311.18
	32741,60.63
	0.725

	2020-21
	2500598.99
	3715331.23
	0.670

	Average = 0.71

	Maximum = 0.75

	Minimum = 0.67


      Source:Computed Secondary Data
It is inferred from the Table.3, the Credit Deposit Ratio in the year 2017-21 is 0.729, 2017-18 is 0.720, 2018-19 is 0.750, 2019-20 is 0.725, 2020-21 is 0.670. The average Credit Deposit ratio of SBI over the study period was registered as 0.710. The minimum ratio was registered as 0.670 in the year 2020-21 and the maximum ratio was registered as 0.750 in the year 2018-19.

It is concluded that, the Average Credit Deposit ratio of SBI is 71% and it indicates that out of every 100 deposited, 71 being lent and hence it is clear that the SBI may not have enough liquidity to cover any unforeseen fund requirements.
DEPOSIT TO TOTAL ASSETS RATIO

The deposit to total assets ratio is an indicator of financial leverage. It describes the percentage of total assets that were financed by creditors, liabilities and debt. The deposits to total assets ratio is calculated by dividing total deposits by its total assets. The formula to calculate the deposit to total assets ratio is

Deposit to Total Assets Ratio = Deposit/Total Assets

The ratio Deposit to Total Assets of SBI during the study period is shown in the following Table 4.

Table.4. Deposit to Total Assets Ratio of SBI
	Year
	Deposit

	Total Assets

	Deposit to Total Asset Ratio

	2016-17
	2599810.79
	3445121.56
	0.754

	2017-18
	2722178.28
	3616433.00
	0.752

	2018-19
	2940541.06
	3888467.06
	0.756

	2019-20
	32741,60.63
	4197492.34
	0.780

	2020-21
	3715331.23
	4845618.55
	0.760

	Average = 0.760

	Maximum = 0.78

	Minimum = 0.752


    Source: Computed Secondary Data

It is revealed from the Table 4, that the average Deposit to total assets ratio of SBI during the study period was 0.76. The maximum Deposit to Total Assets Ratio has registered was 0.78 during the year 2019-20 and the minimum Deposit to total assets ratio registered was 0.752 in the years 2017-18.

As this ratio establishes the extent of the bank’s Assets being funded by Deposits. It is clear that around 76% of Total Assets is being funded by Deposits.
EQUITY MULTIPLIER RATIO

This ratio measures the extent to which assets of the financial institutions are funded with equity relative to debt. Equity Multiplier measures the value of assets funded per equity capital. The higher this ratio, the more leverage or debt the bank is using to fund its assets. The formula to calculate the Equity Multiplier Ratio is

Equity Multiplier Ratio = Total Assets/Total Equity Capital

 The Ratio Total Assets to total equity capital of SBI during the study is shown in the following Table.5.

Table.5. Equity Multiplier Ratio of SBI
	Year
	Total Assets

	Total Equity Capital

	Equity Multiplier Ratio

	2016-17
	3445121.56
	7973504
	0.43

	2017-18
	3616433.00
	8924612
	0.40

	2018-19
	3888467.06
	8924612
	0.43

	2019-20
	4197492.34
	8924612
	0.47

	2020-21
	4845618.55
	8924612
	0.54

	Average = 0.45

	                           Maximum = 0.54

	Minimum = 0.40


     Source: Computed Secondary Data
The Table 5 reveals clearly that the average Equity Multiplier ratio of SBI during the study period was registered as 0.45. The maximum of Multiplier Ratio was registered as 0.54 in the year 2020-21 and the minimum Multiplier Ratio was registered as 0.40 in the year 2017-18.

Higher the ratio indicates that more Assets were funding by Debt than by Equity. In other words, investors funded fewer assets than by creditors. This involves more risk for the investors because the SBI is highly levered with Debt.
RETURN ON EQUITY RATIO
It measures the amount of net income after taxes earned for Equity Capital contributed by   the bank’s stock holders. The formula to calculate the return on Equity ratio is
Return on Equity Ratio = Net income/Total Equity Capital The ratio Net Income to total equity capital of SBI during the study Period is shown in the following Table.6.

Table.6. Return on Equity Ratio of SBI 
	Year
	Net Income

	Equity Capital

	Return on Equity Capital

	2016-17
	35460,92,75
	797,35,04
	44.47

	2017-18
	44600,68,71
	       8924612
	49.97

	2018-19
	36774,88,78
	8924612
	41.20

	2019-20
	45221,47,80
	      8924612
	50.67

	2020-21
	43496,37,47
	8924612
	48.73

	                         Average = 47.0

	Maximum = 50.67

	Minimum = 41.20


The Table.6 shows that the average returns on equity ratio of SBI during the study period have registered as 47.0. The maximum ratio was registered as 50.67 in the year 2019-20 and the minimum average returns on equity ratio was registered as 41.20 in the year 2018-19 during the study period.

The Average Return on Equity ratio is 47.0 and this indicates how well the SBI is making effective use of the shareholder’s capital. In other words Higher the Return on Equity will be better.
INTEREST EXPENSES TO OPERATING INCOME RATIO

Interest expenses constitute the major part of Total expenses incurred by any bank. Interest is paid on the amount deposited by customers on various schemes like Fixed Deposit Schemes and Savings bank account. The formula to calculate the interest expenses ratio is, it can be concluded that, the SBI always maintains around 62.4 percentage of excess of interest earned over interest expended. The maximum and the minimum interest expenses ratios are 0.66 and 0.58 which was recorded in the year 2016-17 and 2020-21 respectively.
                      Table.7. Interest Expenses Ratio of SBI 
	Year
	Interest Expenses
	Operating Income

	Interest Expenses Ratio

	2016-17
	1136585034
	1755182404
	0.64

	2017-18
	1456456000
	2204993156
	0.66

	2018-19
	1545197780
	2428686535
	0.63

	2019-20
	1592387657
	2573235922
	0.61

	2020-21
	1544406333
	2651506338
	0.58

	Average = 0.624

	Maximum = 0.66

	Minimum = 0.58


         Computed Secondary Data
PROFIT MARGIN RATIO

Profit Margin measures bank’s ability to control expenses and thus its ability to produce net income from its operating income (or revenue). These ratios measure the proportion of total operating income that goes to pay the particular expense item. The formula to calculate the Profit Margin Ratio is,

                      Profit Margin Ratio = Net Income/Total Operating Income 
The ratio Net Income to Total Operating income of SBI during the study period is shown in the following Table.8.
Table.8. Profit Margin Ratio of SBI 
	Year
	Net Income

	Total Operating Income

	Profit Margin Ratio

	2016-17
	2109791679
	354609275
	5.92

	2017-18
	2651000027
	446006871
	5.94

	2018-19
	2796435413
	367748878
	7.60

	2019-20
	3025450702
	452214780
	6.69

	2020-21
	3086470085
	434963747
	7.09

	                    Average  = 6.64

	                                 Maximum = 7.60

	                                 Minimum = 5.92


The Table.8 highlights that the average profit margin ratio of SBI during the study period was registered as 6.64. The maximum average profit margin ratio was registered as 7.60 in the year 2018-19 and the minimum average profit margin ratio was registered as 5.92 in the year 2016-17. The Average Profit Margin ratio is 6.6 % and this low profit margin indicates the expenses are too high and need to cut expenses.
NET INTEREST MARGIN RATIO

The most important ratio when it comes to banks is the Net Interest margin. Net Interest Margin is the difference between the interest income generated and the amount of interest paid out to their lenders deposit divided by total assets. The Net Interest Margin is calculated by using the formula,

                           Net Interest Margin=  Interest Earned-Interest Expended

                                                                                  Total Assets
The Net Interest Margin of SBI during the study period is shown in the following Table.9.
Table.9. Net Interest Margin ratio of SBI 
	Year
	Interest Earned
	Interest Expended
	Total Assets
	Net Interest Margin

	2016-17
	1755182404
	1136585034
	3445121.56
	1.79

	2017-18
	2204993156
	1456456000
	3616433.00
	2.06

	2018-19
	2428686535
	1545197780
	3888467.06
	2.27

	2019-20
	2573235922
	1592387657
	4197492.34
	2.33

	2020-21
	2651506338
	1544406333
	4845618.55
	2.28

	Average = 2.146

	Maximum = 2.28

	Minimum = 1.79


                  Source: Computed Secondary Data

It is apparent from the above Table 9, that the average Net Interest Margin of SBI during the study period was 2.146. The maximum Net Interest margin of SBI is 2.28 in the years 2020-21. The minimum Net interest Margin of SBI is 1.79 in the year 2016-17.
The Average Net Interest Margin ratio of SBI is 2.14%. The positive of the Net Margin indicates the SBI investment strategy costs more than it makes and was able to make optimal decision, as interest expenses were lower than the amount of returns produced by investments.
 FINDINGS
· The research work provides the key findings according to the data analysis.

· It is concluded that, the Average Credit Deposit ratio of SBI is 72.9% and it indicates that out of every 100 Deposited, 73 being lent.

· It is clear from the Deposit to Total Assets ratio that around 76% of Total Assets is being funded by Deposits which means ratio is high so lending is not risky for lenders.

· The maximum Multiplier Ratio was registered at 0.54 in the year 2020-21 and the minimum Multiplier Ratio was registered at 0.40 in the year 2017-18.

· It is understood that the Average Return on Equity ratio is 47.0 during the study period.

· It can be concluded from the Interest Expenses ratio that the SBI always maintains the percentage of excess of interest earned over interest expended at around 35%.

· It is clear that, the Average of Profit Margin ratio comparing the Interest earned and Net income is 11% during the study period.
SUGGESTIONS
The bank should increase the proportion of equity rather than debt. To reduce the risk for lenders, the total assets to debt ratio should be taken higher. Interest coverage ratio should be taken high to increase the ability to pay interest. Efforts should be made to increase the overall profitability of the SBI bank. Shares on the dividend and shares on the earning should be tried every year.

CONCLUSIONS
The research presented sought to know the profitability and financial health of SBI bank. For that, tables and ratio analysis were used to analysis and interpret the information obtained. It was finally learned that SBI bank’s financial performance is good but is the year 2020-21 all the ratios were comparably low during the study period which was due to the pandemic affecting the whole banking sector across the world. 
LIMITATIONS OF THE STUDY
The present study is based on secondary source of information. The data has been arranged as per their own requirements. The present study covers the period of 5 years only. This study covers SBI bank only.
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