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ABSTRACT
For the development of the economy of the country, a sound, effective and hassle- free banking system is important. The objective of the study was to compare the analysis of HDFC bank and Kotak Mahindra Bank. The main goal of banks today is to maintain stability and make sure they are impervious to external shocks while at the same time being internally sound and sensible. Hence, it is important to measure soundness across various banks in the country, identify the weaker sections of the banking sector, devise appropriate strategies and policies to lift these sections and eventually create an environment that leads banks to converge in soundness and result in a consistently stable system. This study analyzes the various aspects of convergence and soundness in the Indian Banking sector by computing the liquidity and profitability position of the selected banks with different ratios.. The combination of these two banks will become the greatest private bank in India and shall be easy to expand in the world.
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INTRODUCTION
One of the main objectives of financial sector reform presently underway in India is to raise completion in the domestic financial system in order to achieve higher efficiency in saving mobilization, credit allocation and in the provision of host of financial services which have an infrastructural role in supporting the develop of economy. Thus the performance of the financial system plays a important role in the overall growth process. While India’s financial sector and particulars, the domestic banking system has contributed to significant financial depending of the economy. Its performance has been the focus of both policy and academic concern. In the wake of progressive deregulation of the policy regime and the developing degree of financial autonomy growth upon a predominately publicity owned banking system, considerable emphasis is situated on the profitability of the banking system with implication for the efficient of financial intermediation in the emerging scenario.



STATEMENT OF PROBLEM
This means banks in India, being on commercial lines, has to make profits (Profitability) to satisfy their shareholders, but at the same time satisfy the withdrawal needs of the customers (Liquidity). In fact, the objectives of profit maximization withdrawal needs of the customers contradict each other and work in opposite direction. Hence, a proper balance has to be struck by the banks between liquidity and profitability. This calls for a good portfolio management on part of the banks. The current study has been undertaken to analyse the liquidity position of selected private sector banks in India in the light of various reforms carried out in India and also factors explaining the performance of selected private sector banks using different ratios 
OBJECTIVES OF THE STUDY
· To evaluate the liquidity position of the selected bank
· To evaluate the profitability position of the selected bank
· To offer suitable suggestions for improving performance of the bank.
RESEARCH METHODOLOGY
RESEARCH DESIGN
The annual accounts from 2017-2018 to 2021-2022 of the selected sample unit from the basis of data for the study. The research also collected other required information through journals and through website. The financial data of the HDFC and Kotak mahindra bank, for the five years is analyzed by adopting statistical techniques like arithmetic mean and correction analysis and also with the help of ratio analysis. 
RATIO ANALYSIS
.Ratio analysis is referred to as the study or analysis of the line items present in the financial statements. It can be used to check various factors of a business such as profitability, liquidity, solvency and effectiveness. The analysts very much rely on the current and past financial statements in order to obtain important data for analysing financial performance of the company. The data or information thus obtained during the analysis is helpful in determining whether the financial position of a company is improving or deteriorating.

REVIEW OF LITERATURE
Hetal K Solanki (2022), “Impact  of  Bank Specific  Variables  on  Financial Performance  of  Private  Sector  Banks  in India”, six private banks were used in their study on the effects of particular variables on the profitability of chosen private sector banks from 2009 to 2020. Regression analysis is used to analyse every variable, including Return on Assets, Return on Equity, Net Interest Margin, and others. It has been discovered that liquidity risk is greater and has a detrimental effect on a number of factors, including private banks' profitability.
N. Sathiya & S.Sangeetha (2021), “Financial performance of selected public and private sector banks In India”, analysed the results of a set of five public and private sector banks between 2015 and 2019. Five important metrics, including Return on Assets, Total Income, Net Profit, Net Interest Income, and Operating Profits, are chosen for analysis.
Abdu  Mohammad  Assfaw (2019),  “Firm-Specific  and  macroeconomic determinants of Banks Liquidity”, aims to investigate the macroeconomic and firm-specific factors that could influence the liquidity position of private commercial banks in Ethiopia. A quantitative research strategy and an explanatory research design were used in this study. Eight carefully chosen private commercial banks' audited yearly financial reports were the source of secondary data used in the study.
Jyotirmoy Koley (2019),   “A Comparative Study on SBI and HDFC Bank”, analysed the public sector banks' and private sector banks' financial standing and performance in India. The greatest public sector bank (SBI) and private sector bank's financial status, performance, and efficiency were measured in this study (HDFC). The study's foundation was secondary information obtained from the annual reports of the chosen institutions. The study covers the years 2013–2014 through 2017–2018, a five-year span.
Priyanka Jha(2018), “Analyzing financial performance (2011-2018) of public sector     banks (PNB) and private sector banks (ICICI) in India”, made an effort to evaluate and contrast the financial results of one of India's largest private sector banks, ICICI, and public sector bank, PNB. The yearly financial reports of the individual banks were the source of the sample data, which was purely secondary in nature. This study's 7-year time frame covered the years 2011–12 through 2017–18.

DATA ANALYSIS AND INTERPRETATION
Analysis and interpretation of financial statements are an attempt to determine the significance and meaning of the financial statement data so that a forecast may be made of the prospects for future earnings, ability to pay interest, debt maturities, both current as well as long term, and profitability of sound dividend policy.
LIQUIDITY RATIO
Liquidity is measured through its ability to maintain positive cash flow, while satisfying immediate obligations. All are based on the bank's balance sheet, which indicates the financial condition of a business as of a given point in time.
CURRENT RATIO
The current ratio represents the ratio of current assets to current liabilities. Current ratio is the most common ratio for measuring liquidity. Current ratio is also known as working capital ratio.
Current Ratio = Current Assets/Current Liabilities
TABLE NO.1 CURRENT RATIO					
	Year
	Current ratio of Kotak mahindra bank
(Rs in crore)
	Current ratio of HDFC
(Rs in crore)

	2017-2018
	1.5
	0.04

	2018-2019
	1.08
	0.05

	2019-2020
	1.40
	0.04

	2020-2021
	1.32
	0.03

	2021-2022
	1.59
	0.05













INTERPRETATION
The above table 4.1.1 reveals the current ratio in Kotak Mahindra Bank & HDFC during the study period. The table shows the current ratio of kotak mahindra bank ranges from 1.5 in the year of 2017-2018 and gradually increases which results to 1.59  in the year of 2021-2022 and current ratio of HDFC bank ranges from 0.04 in the year of 2017-2018 and gradually increases which results to 0.05 in the year of 2021-2022. 
CHART NO.1 CURRENT RATIO

QUICK RATIO
The quick ratio, also called an acid-test ratio, measures a company's short-term liquidity against its short-term obligations. Essentially, the ratio seeks to figure out if a company has enough liquid assets (cash or things that can easily be converted into cash) to cover its current liabilities and impending debts.
Quick ratio = liquid asset/current liabilities.


TABLE NO.2 QUICK RATIO
	Year
	Quick Ratio Kotak Mahindra bank           (in crores)
	Quick Ratio HDFC     (in crores)

	2017-2018
	0.04
	0.05

	2018-2019
	0.05
	0.05

	2019-2020
	0.06
	0.04

	2020-2021
	0.06
	0.04

	2021-2022
	0.08
	0.05



INTERPRETATION
The above table 4.1.2 reveals the quick ratio in Kotak Mahindra Bank & HDFC during the study period. The table shows the quick ratio of Kotak Mahindra Bank ranges from 0.04 in the year of 2017-2018 and gradually increases which results to 0.08 in the year of 2021-2022 and quick ratio of HDFC bank ranges from 0.05 in the year of 2017-2018 and gradually falls in the year of 2019-2020 and increases which results to 0.05 in the year of 2021-2022. 
CHART NO.2 QUICK RATIO

ABSOLUTE LIQUID RATIO
This ratio measures the total liquidity available to the company. This ratio only considers marketable securities and cash available to the company. This ratio only tests short-term liquidity in terms of cash, marketable securities, and current investment.
Absolute Liquid Ratio = Absolute liquid assets / Current liabilities.
TABLE NO.3 ABSOLUTE LIQUID RATIO
	Year
	Absolute liquid ratio Kotak mahindra bank (in crores)
	Absolute liquid ratio HDFC Bank                         (in crores)

	2017-2018
	0.88
	0.17

	2018-2019
	0.68
	0.16

	2019-2020
	0.67
	0.21

	2020-2021
	0.89
	0.23

	2021-2022
	0.76
	0.35



INTERPRETATION
The above table 4.1.3 reveals the Absolute Liquid Ratio in Kotak Mahindra Bank & HDFC during the study period. The table shows the absolute liquid ratio of Kotak Mahindra Bank ranges from 0.88 in the year of 2017-2018 and gradually falls which results to 0.76  in the year of 2021-2022 and Absolute Liquid Ratio of HDFC Bank ranges from 0.17 in the year of 2017-2018 and gradually increases which results to 0.35 in the year of 2021-2022. 



CHART NO.3 ABSOLUTE LIQUID RATIO

PROFITABILITY RATIO
GROSS PROFIT RATIO
Gross profit margin shows the company can return income at the gross level.  This ratio helps to control inventory usage and production performance and fixing unit price of goods. This ratio determines the overall efficiency of the business. 
Gross Profit Ratio = (Gross Profit / Total Revenue) x 100
TABLE NO. 4 GROSS PROFIT RATIO
	Year
	Gross Profit         (Profit before tax) Kotak Mahindra Bank (in crores)
	Gross Profit         (Profit before tax) HDFC
(in crores)

	2017-2018
	0.24
	0.45

	2018-2019
	0.25
	0.58

	2019-2020
	0.18
	0.66

	2020-2021
	0.20
	0.76

	2021-2022
	1.50
	2.97



INTERPRETATION
The above table 4.2.1 reveals the Gross Profit ratio in Kotak Mahindra Bank & HDFC during the study period. The table shows the Gross Profit ratio of Kotak Mahindra Bank ranges from 0.24 in the year of 2017-2018 and gradually increases which results to 1.50 in the year of 2021-2022 and Gross Profit ratio of HDFC Bank ranges from 0.45 in the year of 2017-2018 and gradually increases which results to 2.97 in the year of 2021-2022
CHART NO.5 GROSS PROFIT RATIO

NET PROFIT RATIO
Net profit ratio is the ratio of net profit (after taxes) to net sales. It is expressed as percentage. The net profits are obtained after deducting income-tax and, generally, non operating expenses  and incomes are excluded from the net profits for calculating this ratio. This ratio determines the overall efficiency of the business. The relationship of net profit to sales is known as net profit ratio.
Net Profit Ratio = (Net Profit / Net sales) x 100



TABLE NO.6 NET PROFIT RATIO
	Year
	Net Profit Ratio Kotak Mahindra Bank
(in crores)
	Net Profit Ratio HDFC
(in crores)

	2017-2018
	20.68
	21.79

	2018-2019
	20.32
	21.29

	2019-2020
	22.08
	22.86

	2020-2021
	25.94
	25.74

	2021-2022
	31.70
	28.93


INTERPRETATION
The above table 4.2.2  reveals the Net Profit Ratio in Kotak Mahindra Bank & HDFC during the study period. The table shows the Net Profit Ratio of Kotak Mahindra Bank ranges from 20.68 in the year of 2017-2018 and gradually increases which results to 31.70 in the year of 2021-2022 and Net Profit Ratio of HDFC bank ranges from 21.79 in the year of 2017-2018 and gradually increases which results to 28.93 in the year of 2021-2022.
CHART NO.6 NET PROFIT RATIO


FINDINGS
· The Current Ratio of the Kotak Mahindra Bank was highest 1.50 in the year of 2021-2022 and lowest 1.05 in the year of 2017-2018. It is growing every year so it is satisfactory.
· The Quick Ratio of the HDFC Bank was highest 0.05 in the year of 2017-2018 and lowest 0.04 in the year of 2019-2020. The ratio was ups and down in these years So the ratio was not satisfactory.
· The Absolute Liquid Ratio of the Kotak Mahindra Bank was highest 0.89 in the year of 2020-2021 and lowest 0.67 in the year of 2019-2020. It is growing every year so it is satisfactory.
· The Gross Profit Ratio of the Kotak Mahindra Bank was highest 1.50 in the year of 2021-2022 and lowest 0.18 in the year of 2019-2020. It is growing every year so it is satisfactory.
· The Gross Profit Ratio of the HDFC Bank was highest 2.97 in the year of 2021-2022 and lowest 0.45 in the year of 2017-2018. It is growing every year so it is satisfactory.
· The Net Profit Ratio of the Kotak Mahindra Bank was highest 31.70 in the year of 2021-2022 and lowest 20.68 in the year of 2017-2018. It is growing every year so it is satisfactory.
 SUGGESTIONS
· The Kotak Mahindra Bank and HDFC Bank must take necessary measures to improve their current assets and reduce their advances and current liabilities.
· The selected private sector banks should work to increase other income, so that dependency on interested income can be reduced.
· The selected private sector banks should work to increase their Quick asset value.
· The Kotak Mahindra Bank must concentrate to improve their fixed asset value.
· Kotak Mahindra Bank and HDFC Bank should develop new products and service like selling of insurance products, government securities, online shopping,etc.to accelerate other income.



CONCLUSION
Financing the firm’s assets is a very crucial problem in every business and as a general rule there should be proper mix of debt and equity capital in financing the firm’s assets. Firm’s with unplanned capital structure can prosper in short run but face difficulties in mobilizing additional funds and increasing the value of the business in the long run.
Equity and debt are the two principal source of finance of the banks. Making an appropriate debt and equity mix in capital structure is an important financial decision in every business enterprises. Therefore every banks should try to formulate and maintain optimum capital structure. This has prompted to make an analysis of financial performance in Kotak mahindra bank & HDFC. The data required for the study was collected from the Dion global solutions limited database. The collected data were analyzed with the help of selected financial ratios.
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