Volume-2, Issue-3, March-2015 ISSN: 2349-7637 (Online)

\e

'(' RESEARCH HUB - International Multidisciplinary Research Journal
A

. (RHIMRJ)

Research Paper
Available online at: www.rhimrj.com

Profitability Analysis of Dena Gujarat Gramin Bank

Dr. Amitkumar S. Mehta
Assistant Professor,
N. C. Bodiwala & Principal M. C. Desai Commerce IEgk
Ahmedabad, Gujarat, India

l. INTRODUCTION

Finance is the life blood of trade, commerce amidtry. Now-a-days, banking sector acts as theldwaek of modern business.
Development of any country mainly depends uporb#reking system.

Organized banking was active in India since thaldishment of the General Bank of India in 1786teAindependence, the
Reserve Bank of India (RBI) was established as#mgral bank and in 1955, the Imperial Bank of éndhe biggest bank at the
time, was taken over by the government to fornestatned State Bank of India (SBI). RBI had undextaln exercise to merge
weak banks to strong banks and the total numblkeaks thus reduced from 566 in 1951 to 85 in 1969.

With the objective of reaching out to masses andtimg the credit needs of all sections of peofie,government nationalized
14 large banks in 1969 followed by another 6 banki980. This period saw enormous growth in the Inemnof branches and the
banks’ branch network became wide enough to rehehwieakest sections of the society in a vast cguike India. SBI's
network of 9033 domestic branches and 48 overdfiaeis considered to be one of the largest fyr laank in the world.

Il STRUCTURE OF INDIAN BANKING INDUSTRY

Organized banking was active in India since thaldishment of the General Bank of India in 1786teAfindependence, the
Reserve Bank of India (RBI) was established as#mgral bank and in 1955, the Imperial Bank of éndhe biggest bank at the
time, was taken over by the government to fornestatned State Bank of India (SBI). RBI had undeztakn exercise to merge
weak banks to strong banks and the total numbkeaks thus reduced from 566 in 1951 to 85 in 1969.

With the objective of reaching out to masses andtimg the credit needs of all sections of peofie,government nationalized
14 large banks in 1969 followed by another 6 banki980. This period saw enormous growth in the Inenof branches and the
banks’ branch network became wide enough to rehehweakest sections of the society in a vast cpuike India. Sib’s
network of 9033 domestic branches and 48 overdfiaeis considered to be one of the largest fyr laank in the world.

The economic reforms unleashed by the governmesdiily nineties included banking sector too, tagaicant extent. Entry
of new private sector banks was permitted undecipeguidelines issued by RBI. A number of libézation and de-regulation
measures aimed at consolidation, efficiency, prodity, asset quality, capital adequacy and prafitey have been introduced by
the RBI to bring Indian banks in line with Interimatal best practices. With a view to giving thetstawned banks operational
flexibility and functional autonomy, partial privaation has been authorized as a first step, emgliiem to dilute the stake of the
government to 51 per cent. The government furthepgsed, in the Union Budget for the financial y2800-01, to reduce its
holding in nationalized banks to a minimum of 38 pent on a case by case basis.

The banking system can be broadly classified aagrnizgd and unorganized banking system. The unargdrianking system
comprises of moneylenders, indigenous bankers,ngnodawnbrokers, landlords, traders, etc. Wherbasorganized banking
system comprises of Scheduled Banks and Non-Sate@anks that are permitted by RBI to undertakekingnbusiness.

M. DATA ANALYSIS

1. Current Ratio= Current Assets/Current Liabilities:

Year 2011 2012 2013
Current assets 116,195.07 147,895.1 178,790.5
Current liabilities 142,985.64 157,601.58 187,408.05
Ratio 0.81 0.93 0.95
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Interpretation:
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An ideal current ratio is 2:1 consider as a safeginaof solvency 2:1. Here, bank current ratio ustg satisfactory.

2. Return On Capital Employed = EBIT/Capital Employed x 100

Interpretation:

Year

2011

2012

2013

EBIT

1268.24

3954.11

5972.39

Capital Employed

17365.37

33349.68

38418.18

Ratio

7.30

11.86

15.55
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Banks return on capital employed is very good arsthdws banks profitability, here banks ROCE insieg and share holders

wealth maintain also.

3. Return On Equity = Net Income/Shareholder's Equity
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Year 2011 2012 2013
Income 13862.74 17281.93 21639.51
Share holders equity 2153.43 2153.43 2153.43
Ratio 6.43 8.02 10.04
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Interpretation:

Banks ROE is very good and year to year increasause bank income increase. Ratio also shows bb&tersreturn. Share
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holders return increasing from 6.43% to 10.04%sbeire

4. Return On Assets =Net Income/ Averege Totel Assetdd(

Interpretation:

The only common rule is that the higher return ssess is, the better, because the company is gamire money on its zets.

Year

2011

2012

2013

Income

13862.74

17281.93

21639.5:

Avg. Total Assets

149,258.41

177,476.66

212,246.2

Ratio

9.28

9.73

10.2(
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A low return on assets compared with the industgrage indicateinefficient use of company's ass

5. Net Profit Mar gin = Net Profit / Total Income *10(

Year 2011 2012 2013
NET PROFIT 537.68 1490 3093.33
TOTAL INCOME 14112.74 17971.93 23039.51
Ratio 3.81 8.29 13.43
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Interpretation:

Net profit margin is an indicator of how efficieatcompany is and how well it controls its costse Hiigher the margin ' the
more effective the company is in converting revemte actual profit, and by this chart we can dagttban has higher profit
margin and year to year increasing that a pos#ige for bank

6. Interest Coverage Ratio = EBIT/ Interest Expense

Year 2011 2012 2013
EBIT 1268.24 3954.11 5972.39
INTEREST EXPENSES 7612.42 10827.28 12958.59
Ratio 0.17 0.37 0.46
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Interpretation:

Interest Coverage ratio is very important from ¢heditors view point. A high ratio ensures a pegatiinterest income r
lenders. The companies with weak ratio may havfade difficulties in raisin¢gfunds for their operations. Bank has good inte

coverage ratio.

Limited Use of Single Ratio:
Sometime, we cannot compare our ratios with ottessexample, we have started new business anfinamcial results ar
not still normal At that time, our profitability ratio will haverhited use because there is not any past dateofifadility ratios

Lack of Adequate Standards:
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We could not make standards of all ratios. For estapwe cannot tell what is rule of them of our pedfit ratio because there
are lots of factors affect it. In the lack of adatpustandards of ratios, we cannot give exact carhorethe basis of ratio analysis.

Changes of Accounting Procedures:

If accounting procedures will change; our accountatio will be changed. At that time, we cannaingare our current year
ratios with our past year ratios. For example,dstfyear, we had used LIFO but current year; weisirgg FIFO for inventory
valuation. Due to this, figures of closing stochlwe different. On this basis, if we have calcathturrent ratio, it will not be
comparable with past current ratio.

Matchless:
Different organizations uses different accountintigles so, we cannot compare their ratios.

Ratios are not Substitute of Financial Statements:
Ratio analysis is important part of financial staents analysis. It can never become a substituieamcial statements. We
just use it with cash flow analysis, fund flow aysa¢ and other analysis.

Wrong Interpretation:

We can interpret wrongly. For explaining the effentcompany’s position with ratios, there is bigahef experience. Wrong
interpretation will be helpful for wrong decisior3o, it is limitation of ratio analysis that it doaot explain all the facts, it has to
explain. For a new accounts manager, it may becdiff

V. FINDINGS

» Current ratio of the bank is not much good, becadsal ratio is 2:1 and over here bank near to Hut with the help
of graph we can say that bank performance incrgasar to year.

» In DENA GUJARAT GRAMIN BANK Interest Coverage Ratis high and ensures a periodical interest incoone f
lenders, and also give a positive sign to lendarsdfety investment.

» Net Profit Margin Ratio of the DENA GUJARAT GRAMIMBANK is year to year increasing that shows how

company efficient and how well controls its costs.

Banks ROCE increasing year to year that good dignbanks as well as shareholders. It also shoashank uses

more efficient of capital. Higher ROCE indicatesiks.generating shareholders value.

Banks ROE is increasing year to year that show&sarofitability increase, and banks generate gemalugh profit

and attract shareholders for more investment.

Banks getting higher return on its assets, banksirga more money from its assets. Banks ROA isebedind

continuous increasing year to year.

DENA GUJARAT GRAMIN BANK network is very wide.

DENA GUJARAT GRAMIN BANK staff very enthusiastic drioyal

DENA GUJARAT GRAMIN BANK maintain and day to daydrease customer relationship by various activities

Peoples are most like to transaction with DENA GB2A GRAMIN BANK
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VI. SUGGESTION

Bank should try to reducing its operating expersekincreasing its income.
Bank must held marketing activity, now a day’s nedirkg is first and must for every sector that helfincrease more
customer and more income.
Bank should try to increase awareness in peopld g as per make a design its campaign and sigjatsource of
media.
Banks should try to increase share capital deposit
Banks should control over borrowings.
Banks also control over cash on hand balance begaose cash on hand balance reduce investmenttapigrand
also miss higher benefit from investment.
Bank must do SWOT(Strength, Weakness, Opportuaitg, Threat) analysis
In this competition area bank should give facitfyfollowing:
0 Internet banking
o Mobile banking
From the research study banks financial positiéectééd by several factors like economic and social.
By this project, we can get the information regagdbank’s liquidity and profitability.
Bank financial position is very good but still gito increase.
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VII. CONCLUSION

The Bank has undertaken bolder initiatives that ldidnelp it, achieve its wide aspirations. It is ionfant to have a wide
network, strong stricture, strong knowledge basmkance official skills, sound regulatory policytiwits passion for innovations,
commitment for the new services and corporate pbpby to build healthier communication.

Finally, | can say that under the guidance of &ffic management and extremely dedicated humanneesu wish and predict
all great success in its endeavors to “Dena Gufaramin Bank”.
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