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ABSTRACT

The development of a nation depends on its financial system. The actual per capita income of a nation rises as a result of the growth and development of its enterprises throughout time. The goal of economic development is to increase a country's real or per capita GDP, and the process of economic development is to initiate and establish change in the structure of business and society. Change has increased growth and productivity, which means there is more wealth to go around. Banks play a key role in promoting economic development and progress by easing the way for things like industrialization and the production of innovative new products.

INTRODUCTION
Money to cover overhead costs 

SBI's working capital lending is designed to meet the varied short-term financial requirements of operating a business.

An SBI working capital loan may help a company manage its cash flow, fund its production and marketing activities, grow its operations, and keep its current assets.

SBI provides a comprehensive range of working finance solutions, from funded to unfunded facilities (from cash credit to structured loans), to meet the various demands of the manufacturing, retail, and service industries. Cash credits, demand loans, and bill discounting are all viable funding alternatives. The FCNR (B) model additionally accounts for on-demand borrowing. Non-funded goods include, but are not limited to, letters of credit (both domestic and foreign), bank guarantees (performance and financial), bid bonds, and other similar instruments. 

Lending is crucial to the banking industry. The modern Indian consumer has several alternatives because to the market's liberalisation. Both the local capital market and international commercial borrowing provide challenges for banks. Small company loans and individual deposits compete with major banks for resources and employees. However, lending cannot be treated like aggressive marketing that shrugs off the risks it poses. The bank must maintain its competitive edge without compromising its commitment to sound financial practises. The Bank's bottom line is heavily dependent on the soundness of its loan portfolio.

                                        REVIEW OF LITERATURE
FICCI's Annual Banking Report

MERGER AND ACQUISITION BANKING

It's September 23, 2006 right now. Despite the majority of public sector banks bemoaning their lack of sufficient autonomy to provide attractive incentive packages to their employees to ensure commitment and boost productivity, the Indian banking industry is in favour of financial sector consolidation and fully endorses the need to create six or seven banks of the size of the State Bank of India.

These and other suggestions are included in the FICCI's annual report, The Current State and the Road Ahead of the Indian Banking System. 

The FICCI Survey, which examines the prospects for the Indian banking sector and the international competitiveness of Indian banks, exposes urgent problems that need to be solved before India can reach its full economic potential. Eighty-three point fifteen percent of respondents cited difficulties with expanding into new markets outside of major cities; 63.15 percent cited difficulties with human resources systems; 52.63 percent cited difficulties with bank size; 47.3 percent cited difficulties with high transaction costs; 42.3 percent cited difficulties with banking infrastructure; and 42.3 percent cited difficulties with labour inflexibilities.
Some of the most important results of the FICCI Survey are:

Our survey respondents identified the regulatory systems (84.21 %), economic growth rate (63.15 %), technological advancement (52.6 %), risk assessment systems (47.1 %), and credit quality (42.11 %) of the Indian banking industry as some of its major strengths, helping to distinguish it on the global banking scene.    

Human Resources Systems (63.15%), Bank Size (52.63%), High Transaction Costs (47.3%), Banking Infrastructure (42.3%), and Labour Inflexibilities (42.3%) were all cited as issues needing preparedness for future expansion.

In answer to a question regarding achieving global competitiveness, financial sector consolidation has emerged as the most important policy required to establish a world-class banking system, followed by regional development, greater FDI limitations, and free trade agreements (FTAs).

• India received a grade of C+ when compared to other countries on four important banking metrics: regulatory systems, risk assessment systems, technological systems, and credit quality. When we compared results from China, Japan, Singapore, Russia, the United Kingdom, and the United States, we discovered the following:

Bank regulation in India was ranked third best, behind only the United Kingdom and the United States, and ahead of China and Russia.

Compared to China and Russia, India's risk management systems are more sophisticated; they are on par with Japan but lag behind Singapore, the United Kingdom, and the United States. Adopting Basel II will enhance our worldwide competitiveness, according to 83% of our respondents. 

                                           OBJECTIVE OF THE STUDY

To gain insight into how credit scores are used to facilitate the flow of working capital to small companies.

The goal is to have an understanding of the methodology underlying State Bank of India's practises.  

The SBI lending policy has to be understood.

 In order to comprehend how learning occurs.

SCOPE OF THE STUDY
The information was gathered from many sources, including surveys, in-person interviews, and bank records.
NEED FOR THE STUDY
Lending is crucial to the banking industry. The modern Indian consumer has several alternatives because to the market's liberalisation. Both the local capital market and international commercial borrowing provide challenges for banks. Small company loans and individual deposits compete with major banks for resources and employees. However, lending cannot be treated like aggressive marketing that shrugs off the risks it poses. The bank must maintain its competitive edge without compromising its commitment to sound financial practises. The health of a bank's loan portfolio has a significant impact on the bank's bottom line.
                                        RESEARCH METHODOLOGY

This is the method of gathering information that is being used in this effort.  The study began with the researcher designing questionnaires and distributing them to participants. The initiative made use of first-hand information gathered from a survey of real clients.

The employment of a research methodology may provide a systematic approach to solving the researcher's problem. It might be seen as an investigation of how science works.  With the goal of allowing the researcher and others to evaluate the study's findings, research methodology not only discusses the research methods used but also the reasoning behind those methods and why we chose those methods over others in the context of our research study.
RESEARCH DESIGN

I have used Descriptive research design in my study.

Research Methods for Descriptive Studies 

Provides information that may be used by the executive in making wise choices. Interested in quantifying occurrences or calculating relationships between variables.

The goal of descriptive research is to give a clear picture of the things being studied. In its most basic form, descriptive research seeks to describe the study participants. 

There are three ways in which a researcher might go about doing a descriptive study: • Observational, which involves just observing and taking notes on the persons being studied 

Case studies are in-depth analyses of individual cases or groups of individuals. 

• Survey, which is defined as a brief chat or interview with a person about a certain topic.

The other two major types of research techniques are scouting and experimenting.
 FINDINGS
Loaning Strategies

Short-term financing for corporations, like many other banking practises, was governed by the Reserve Bank of India until 1994. This regulation was carried out in accordance with the suggestions made by a research team led by Shri Prakash Tandon.

The Reserve Bank of India (RBI) formed a study group in July 1974, with eminent personalities drawn from leading banks, financial institutions, and a wide cross-section of Industry, to examine the full scope of banks' financing of working capital and make recommendations for more efficient use of bank credit. It was led by Shri Prakash Tandon, the then-chairman of Punjab National Bank. This was the government's first serious effort to regulate bank credit. Tandon Committee report is the common name for the group's findings and recommendations. Even now, the majority of banks in India consider corporate client requirements in the context of the Group's suggested approach.

The Tandon Committee suggests that businesses avoid building up excessive inventory and receivables and instead focus on maintaining a lean cash flow. The committee even proposed maximum limits for a company's stock of raw materials, work in progress, and finished goods in a given market. Normal levels of stock and accounts receivable were defined as these figures. These current assets (working capital requirements) of corporations may be financed in a few different ways, depending on the quantity of the credit required: 

• The Original Loaning Strategy:

Maximum Permissible Bank Finance (MPBF) allows banks to cover up to 75% of a company's working capital gap, calculated as its total current assets minus its current liabilities other than bank borrowings. The remaining 25% must be covered by the company's long-term funds, such as its owned funds and term borrowings. This method was deemed appropriate just for the smallest of borrowers, those with loan needs of less than Rs.10 lacs. 

CONCLUSION
My stay at SBI gave me the opportunity to learn and grow immensely. As a result of my studies, I now have a better understanding of how to assess working capital using principles from financial theory. My studies have taught me the value of a well-rounded education and experience in areas such as finance, technology, and law in the role of a credit analyst. 

Systems for providing working capital loans have been developed with credit assessment in mind. When evaluating loan applications, credit analysts and loan officers must adhere to predetermined protocols. Phase-wise analysis includes the following five steps:

Let's start with a review of the bank statements.

Calculating the Value of Working Capital

Credit Risk Analysis 

Fourthly, Records

5. Loan Administration

 State Bank of India uses a reliable method of assessment called the Projected Balance Sheet. The quantity of money should not be fixed in stone, hence it is crucial that this assessment method allows for some wiggle space. It's superior to the Turnover Method and Cash Budget in terms of both efficiency and logic.Additionally, the Bank's follow-up procedures are simplified. The PBS framework has been rationalised and simplified to provide the greatest amount of discretion possible in terms of making decisions. 

To guarantee the value of an investment, it is essential to do a thorough risk analysis from the outset. A Credit Risk Assessment system is crucial to the whole Credit Appraisal process. The SBI was an early proponent of a system for measuring credit risk. Profitability, payback potential, unit efficiency, and past and current data are all considered.
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