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ABSTRACT 

The banking sector in India plays a pivotal role in the nation's economic landscape, serving as a cornerstone for financial stability 

and growth. Characterized by a diverse array of institutions ranging from public sector behemoths to private and foreign banks, the 

sector has witnessed significant transformations in recent years. Regulatory reforms, technological advancements, and an emphasis 

on financial inclusion have propelled the sector towards modernization and increased efficiency. Notably, public and private sector 

banks, such as State Bank of India and HDFC Bank, have demonstrated resilience and adaptability in navigating economic 

challenges. The sector's commitment to innovation is evident through the adoption of digital banking solutions, fostering financial 

literacy, and promoting inclusive banking practices. As India continues its trajectory of economic development, the banking sector 

remains a critical driver, facilitating capital mobilization, supporting businesses, and contributing to the financial well-being of 

millions of citizens. 

This research paper conducts a comprehensive comparative analysis of key profitability ratios for two prominent banks in India, 

HDFC Bank and ICICI Bank, over the fiscal years 2018-19 to 2022-23. The study focuses on four critical financial metrics: Return 

on Assets (ROA), Return on Equity (ROE), Net Interest Margin (NIM), Efficiency Ratio, and Cost-to-Income Ratio. 

 

HDFC Bank, known for its robust financial performance, exhibits a consistent positive trend in ROA, ROE, and NIM over the study 

period. The bank's ROA averages at 1.76%, showcasing a steady increase from 1.72% in 2018-19 to 1.81% in 2022-23. Similarly, 

HDFC Bank's ROE demonstrates an upward trajectory, reaching 15.89% in 2022-23. The bank also maintains a commendable NIM 

of 3.67%, reflecting its effective management of net interest income. 

 

On the other hand, ICICI Bank's performance is characterized by a noticeable improvement in profitability metrics. Despite starting 

with a lower ROA of 0.34% in 2018-19, ICICI Bank achieves a remarkable recovery, reaching 1.73% in 2022-23. The ROE also 

witnesses a substantial increase, averaging at 10.768%, indicating a steady recovery from 3.82% in 2018-19 to 16.1% in 2022-23. 

The NIM shows a positive trend, reflecting the bank's focus on optimizing interest income. 

 

The study delves into operational efficiency through the examination of Efficiency Ratio and Cost-to-Income Ratio. HDFC Bank 

maintains a consistently low Efficiency Ratio, averaging at 7.226%, signifying efficient cost management. In contrast, ICICI Bank 

demonstrates a competitive Efficiency Ratio of 5.848%, indicating effective utilization of resources. 

 

The Cost-to-Income Ratio, a key indicator of cost management, showcases HDFC Bank's superiority with an average ratio of 

40.222% compared to ICICI Bank's 60.268%. This highlights HDFC Bank's adeptness in controlling operational costs, contributing 

to its sustained profitability. 

 

Overall, this research paper provides valuable insights into the financial performance of HDFC Bank and ICICI Bank, offering a 

nuanced understanding of their profitability dynamics and operational efficiency over the specified period. The findings contribute 

to the broader discourse on banking sector performance and inform stakeholders, investors, and industry analysts about the strengths 

and areas of improvement for these leading financial institutions. 

_______________________________________________________________________________________________ 
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1. INTRODUCTION: 

 

The banking sector forms the bedrock of any economy, serving as a critical barometer for economic health and financial stability. 

In the context of India, the sector has witnessed transformative changes marked by technological innovations, regulatory reforms, 

and an ever-evolving competitive landscape. This research paper delves into a focused exploration of the financial performance of 

two prominent entities in the Indian banking domain: HDFC Bank and ICICI Bank. Against the backdrop of a dynamic economic 

environment, understanding the nuances of profitability ratios becomes imperative for stakeholders, investors, and policymakers 

alike. HDFC Bank and ICICI Bank, being stalwarts in the banking industry, represent distinctive pillars in the financial architecture 

of the nation. This study aims to provide a comprehensive analysis of key profitability metrics, including Return on Assets (ROA), 

Return on Equity (ROE), Net Interest Margin (NIM), Efficiency Ratio, and Cost-to-Income Ratio, unraveling the intricacies of their 

financial strategies and operational efficiency. Through a comparative lens, this research seeks to uncover patterns, trends, and 

insights that contribute to a nuanced understanding of the financial health of these two banking giants, thereby offering valuable 

implications for the broader banking sector in India. 

 

2. LITERATURE REVIEW 

 

Scholars such as Demirgüç-Kunt and Huizinga (1999) and Athanasoglou et al. (2008) have extensively examined ROA as a pivotal 

metric in evaluating a bank's efficiency in generating profits relative to its assets. The literature underscores the significance of 

ROA in assessing the overall financial performance of banks and its role in signaling operational effectiveness.  

 

ROE, as a measure of a bank's ability to generate profits from shareholders' equity, has been a focal point in the literature. Works 

by Berger and Bouwman (2009) highlight the relevance of ROE in evaluating a bank's financial health and its capacity to create 

value for shareholders. 

 

The literature on NIM emphasizes its critical role in measuring a bank's profitability derived from its core lending and investment 

activities. Researchers, including Athanasoglou et al. (2008) and Berger and Bouwman (2009), have explored the intricacies of 

NIM, pointing to its significance in assessing a bank's net interest income. 

 

Casu and Girardone (2006) and DeYoung et al. (2001) have contributed to the understanding of the Efficiency Ratio, highlighting 

its importance in evaluating a bank's operational efficiency by measuring how well it manages its costs relative to revenue. 

 

DeYoung et al. (2001) and other scholars have examined the Cost-to-Income Ratio, offering insights into its significance as an 

indicator of a bank's cost management practices. The literature emphasizes the impact of this ratio on overall profitability. 

Some studies take a global perspective, conducting comparative analyses of profitability ratios across different banking 

environments. These works provide valuable insights into the factors influencing profitability on an international scale, contributing 

to a broader understanding of banking dynamics. 

 

A growing body of literature explores the impact of technological innovations on banking profitability. Studies by FinTech experts 

and banking scholars highlight the transformative role of technology in reshaping banking operations and subsequently influencing 

financial performance. 

 

Research by development economists and banking scholars delves into the relationship between financial inclusion initiatives and 

profitability metrics. This strand of literature provides insights into the socio-economic implications of banking practices and their 

influence on overall profitability. 

 

Works specific to the Indian banking sector, such as those by Chakraborty (2016) and Garg et al. (2019), offer insights into the 

unique challenges and opportunities faced by banks in the country. These studies contribute to a contextual understanding of 

profitability dynamics in the Indian banking landscape. 

 

In summary, the literature on profitability analysis in banking reflects a robust and evolving field, encompassing a diverse range of 

metrics and contextual factors. Researchers have delved into global and regional perspectives, technological influences, and the 

social dimensions of banking practices, enriching our understanding of the intricate interplay between profitability and various 

operational facets within the banking sector. 

 

3. METHODOLOGY 

 

Data has been collected from the financial statements of the banks included in the study spanning the years 2018 to 2023. 2 banks 

were selected as per random selection method from the private sector banks. Various profitability ratios evaluated and analyzed. 

The computation of averages for different ratios is conducted, and the results are depicted on charts. The assessment is categorized 

into two groups for comparison: HDFC BANK and ICICI BANK. 

  

http://www.jetir.org/


© 2024 JETIR January 2024, Volume 11, Issue 1                                                       www.jetir.org (ISSN-2349-5162) 

  

JETIR2401162 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org b551 
 

DEFINITION OF VARIABLES 

  Variable Measured as 

ROA  Return on Assets  Net income / Total Assets 

ROE Return on Equity  Net income / Total Equity 

NIM  Net Interest Margin  Net Interest Income/ Average Earning Assets 

ER  Efficiency Ratio Total Expenses/ Total Revenue 

CIR  Cost-to-Income Ratio Interest income / total assets 

 

 

4. DISCUSSION OF FINDINGS 

 

RATIOS HDFC BANK ICICI BANK 

Return on Assets (ROA): 1.76 1.07 

Return on Equity (ROE): 15.284 10.768 

Net Interest Margin (NIM): 3.784 3.038 

Efficiency Ratio: 7.226 5.848 

Cost-to-Income Ratio: 40.222 60.268 

 

 
 

FIGURE 01 

Return on Assets (ROA): 

 

HDFC Bank (1.76%): The higher ROA for HDFC Bank suggests efficient utilization of its assets in generating profits. This may 

be attributed to effective management of the asset portfolio and operational efficiency. HDFC Bank generates a 1.76% return on its 

assets, indicating effective utilization of assets to generate profit. 

 

ICICI Bank (1.07%): While ICICI Bank's ROA is positive, it lags behind HDFC Bank, indicating a comparatively lower 

effectiveness in converting assets into earnings. ICICI Bank's ROA is 1.07%, suggesting a comparatively lower efficiency in 

converting assets into earnings. 

 

Interpretation: HDFC Bank has a higher ROA, indicating that it generates more profit from its assets compared to ICICI Bank. 

This suggests that HDFC Bank is more efficient in utilizing its assets to generate earnings. 
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FIGURE 02 

 

Return on Equity (ROE): 

 

HDFC Bank (15.284%): The higher ROE for HDFC Bank signifies a more favorable return for shareholders concerning equity 

investment. This suggests robust financial management and effective use of equity capital. HDFC Bank's ROE is 15.284%, 

showcasing its ability to deliver a 15.284% return on shareholders' equity. 

 

ICICI Bank (10.768%): ICICI Bank's ROE, though positive, is lower than HDFC Bank's, indicating that it is less efficient in 

generating returns on shareholders' equity. ICICI Bank's ROE is 10.768%, indicating a lower return for shareholders in comparison 

to HDFC Bank. 

 

Interpretation: HDFC Bank has a higher ROE, reflecting better returns for shareholders compared to ICICI Bank. This implies 

that HDFC Bank is more effective in leveraging equity to generate profits. 

 

FIGURE 03 

HDFC Bank (3.784%): HDFC Bank's higher NIM points to a stronger ability to generate net interest income from earning assets. 

This indicates sound interest rate management and effective deployment of funds. HDFC Bank's NIM of 3.784% suggests effective 

management of interest income relative to earning assets. 
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ICICI Bank (3.038%): ICICI Bank's NIM, though positive, is lower than HDFC Bank's, suggesting a slightly less favorable interest 

income generation relative to earning assets. ICICI Bank's NIM is 3.038%, indicating a positive but slightly lower ability to generate 

net interest income. 

 

Interpretation: HDFC Bank has a higher NIM, indicating a better ability to generate net interest income relative to earning assets. 

This suggests that HDFC Bank's interest-earning activities are more profitable compared to ICICI Bank. 

 

 
 

FIGURE 04 

 

HDFC Bank (7.226%): HDFC Bank exhibits a low efficiency ratio, indicating effective cost management and a high percentage 

of revenue contributing to profit after covering operating expenses. HDFC Bank's efficiency ratio of 7.226% reflects effective cost 

management, with a higher percentage of revenue contributing to profit. 

 

ICICI Bank (5.848%): ICICI Bank's even lower efficiency ratio suggests superior operational efficiency in converting revenue 

into profit, potentially due to effective cost control measures. ICICI Bank's efficiency ratio is lower at 5.848%, suggesting superior 

operational efficiency and cost control. 

 

Interpretation: Both banks have relatively low efficiency ratios, but ICICI Bank has a slightly lower ratio, suggesting better 

operational efficiency. A lower efficiency ratio indicates that a higher percentage of revenue is contributing to profit. 

 

 
FIGURE 05 

HDFC Bank (40.222%): HDFC Bank's significantly lower cost-to-income ratio underscores efficient cost management, with a 

larger proportion of revenue contributing to profit after covering costs. HDFC Bank's cost-to-income ratio is 40.222%, indicating 

efficient cost management and a larger proportion of income contributing to profit. 

 

ICICI Bank (60.268%): ICICI Bank's higher cost-to-income ratio indicates a larger share of revenue being consumed by operating 

expenses, suggesting potential areas for improvement in cost management. ICICI Bank's higher cost-to-income ratio at 60.268% 

suggests a larger share of revenue being used to cover operating expenses, indicating potential room for improvement in cost 

management. 
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Interpretation: HDFC Bank has a significantly lower cost-to-income ratio, indicating more efficient cost management compared 

to ICICI Bank. A lower ratio is generally more favorable as it implies that a larger proportion of revenue is contributing to profit 

after covering costs. 

 

 

5. CONCLUSIONS: 

 

In conclusion, the analysis of key financial ratios for HDFC Bank and ICICI Bank reveals distinct performance differences between 

the two banking institutions. HDFC Bank demonstrates superior financial health and operational efficiency across various metrics, 

including Return on Assets (ROA), Return on Equity (ROE), Net Interest Margin (NIM), and efficiency and cost-to-income ratios. 

The bank's efficient utilization of assets, higher returns for shareholders, and effective cost management contribute to its favorable 

standing. On the other hand, while ICICI Bank exhibits positive financial performance, it generally lags behind HDFC Bank in 

several key indicators. ICICI Bank shows room for improvement in terms of asset utilization, returns for equity investors, and cost 

efficiency. 

 

Investors and stakeholders may consider these findings when assessing the strengths and weaknesses of each bank. HDFC Bank's 

strong performance suggests robust financial management, while ICICI Bank may need to focus on optimizing its operational 

efficiency and cost structure to enhance overall performance and competitiveness in the banking sector. 
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