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Abstract: The banking sector has an important role to play in the economic development of the country. India's banking system 

is characterized by a vast network of bank branches, offering a wide range of financial services to the people. Banking is the 

lifeblood of the modern Commerce. Working Capital Analysis has been selected from the selected public sector Bank (SBI, 

Punjab National Bank, UCO Bank, Indian Overseas Bank, Canara Bank) during the five financial years (2017 to 2021).The study 

selects public sector banks based on the secondary data and tools used for ratio analysis. We draw conclusions based on financial 

instruments such as ratio analysis. 
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I. INTRODUCTION 

 
 Working Capital is the life blood of every business concern. Business firm cannot make progress without adequate 

working capital. Inadequate working capital means shortage of inputs, whereas excess of it leads to extra cost. So the quantum of 

working capital in every business firm should be neither more nor less than what is actually required. The management has to see 

that funds invested as working capital in their organization earn return at least as much as they would have earned return if it 

invested anywhere else. At the time of increasing capital costs and scare funds, the area of working capital management assumes 

added importance as it deeply influences a firm's liquidity and profitability. A notable feature of utilization of funds is that they 

are of recurring nature. Therefore, efficient working capital management requires a proper balance between generation and 

utilization of these funds without which either shortage of funds will cause obstruction in the smoother functioning of the 

organization or excess funds will prevent the firm from conducting its business efficiently. So the main objective of working 

capital management is to arrange the needed funds on the right time from the right source and for the right period, so that a 

tradeoff between liquidity and profitability may be achieved. The concept of working capital does not apply to banks since 

financial institutions do not have typical current assets and liabilities such as inventories and accounts payable. Also, it is very 

hard to determine current liabilities for banks, because banks typically rely on deposits as a source for their capital, and it is not 

certain when a customer will demand his deposit back.  

 

1.1. PROFILE OF BANK 

State Bank of India (SBI): is an Indian multinational public sector bank and financial services statutory body 

headquartered in Mumbai, Maharashtra. SBI is the 43rd largest bank in the world and ranked 221st in the Fortune Global 500 list 

of the world's biggest corporations of 2020, being the only Indian bank on the list. It is a public sector bank and the largest bank in 

India with a 23% market share by assets and a 25% share of the total loan and deposits market It is also the fifth largest employer 

in India with nearly 250,000 employees. 
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The bank descends from the Bank of Calcutta, founded in 1806 via the Imperial Bank of India, making it the oldest commercial 

bank in the Indian Subcontinent. The Bank of Madras merged into the other two presidency banks in British India, the Bank of 

Calcutta and the Bank of Bombay, to form the Imperial Bank of India, which in turn became the State Bank of India in 1955 

Overall the bank has been formed from the merger and acquisition of nearly twenty banks over the course of its 200 year history 

The Government of India took control of the Imperial Bank of India in 1955, with Reserve Bank of India (India's central bank) 

taking a 60% stake, renaming it State Bank of India. 

 

Punjab National Bank (PNB): India’s first Swadeshi Bank, commenced its operations on April 12, 1895 from Lahore, 

with an authorized capital of 2 lack and working capital of 20,000. The Bank was established by the spirit of nationalism and was 

the first bank purely managed by Indians with Indian Capital. During the long history of the Bank, 9 banks have been merged/ 

amalgamated with PNB. 

Post amalgamation of Oriental Bank of Commerce& United Bank of India w.e.f 01.04.2020, PNB has expanded its presence 

across India. As at the end of September’ 2021, Bank has total of 36,514 delivery channels with a network of 10,528 domestic 

branches, 2 International branches, 13,506 ATMs & 12,478 Business Correspondents. PNB is the second largest Public Sector 

Bank (PSB) in the country with Global Gross Business at Rs. 18,51,097 crore. Bank’s focus has been on qualitative business 

growth, recovery and arresting fresh slippages. 

 

UCO Bank: formerly United Commercial Bank, established in 1943 in Kolkata, is one of the nationalized banks in 

India. It is under the ownership of Ministry of Finance, Government of India during FY 2020–21, its total business was ₹ 3.24 

lakh crore. Based on 2020 data, it is ranked 80 on the Fortune India 500 list. UCO Bank was ranked 1948 in Forbes Global 2000 

list of year 2018. As of 30 March 2017 the bank had 4,000 plus service units 49 zonal offices spread all over India. It also has two 

overseas branches in Singapore and Hong Kong. UCO Bank's headquarters is on BTM Sarani, Kolkata. 

 

Indian Overseas Bank (IOB): is a major Indian nationalized bank. It is under the ownership of Ministry of Finance, 

Government of India based in Tamil Nadu, India, with about 3,400 domestic branches, about 6 foreign branches and 

representative office. Founded in February 1937 by M. Ct. M. Chidambaram Chettyar with twin objectives of specializing in 

foreign exchange business and overseas banking, it has created various milestones in Indian Banking Sector. During the 

nationalization, IOB was one of the 14 major banks taken over by the government of India. On 5 December 2021, IOB got 

Degidhan Award 2020–21 by Ministry of Electronics & Information Technology for achieving second highest percentage of 

digital payment transaction among public sector banks. As on 31 March 2021, IOB's total business stands at ₹379,885 crore  

 

Canara Bank: is the fourth largest nationalized bank in India. It is under the ownership of the Ministry of Finance, 

Government of India. It is headquartered in Bangalore. Established in 1906 at Mangalore by Ammembal Subba Rao Pai, the bank 

also has offices in London, Hong Kong, Dubai and New York. 

 

In 1996, Canara Bank became the first Indian Bank to get ISO certification for "Total Branch Banking" for its 

Seshadripuram branch in Bangalore. On 30 August 2019, Finance Minister Nirmala Sitharaman announced that Syndicate Bank 

would be merged with Canara Bank. The proposed merger would create the fourth largest public sector bank in the country with 

total business of ₹15.20 lakh crore and 10,324 branches. The Board of Directors of Canara Bank approved the merger on 13 

September. The Union Cabinet approved the merger on 4 March 2020. The merger was completed on 1 April 2020 with 

Syndicate Bank shareholders receiving 158 equity shares in the former for every 1,000 shares they hold. 

 

II. REVIEW LITERATURE 

  The review of earlier studies on this topic and related topic are essential to have a clear view on the areas already studied. 

In this part of the thesis, the researcher has presented the various studies done in the field of banking and working capital 

management. 
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Rathiranee Yogendrarajah wrote a paper on , “working capital management and its impact on financial performance: 

an analysis of trading firm” with an objective to examine the relationship between the Working Capital Management and 

Financial Performance of the trading firms listed in Colombo Stock Exchange (CSE). To investigate the impact of Working 

Capital Management on financial performance of Sri Lanka trading Companies. To examine the impact of accounts receivables 

days, inventories days, accounts payable days and cash conversion cycle on financial performance a negative relationship 

between Return on Assets and Inventory turnover and Cash conversion cycle for the trading firms listed on CSE was found. These 

results suggest that managers can create value for their shareholders by reducing the number of days accounts receivable, 

increasing the number of days accounts payable and inventories to a reasonable minimum.  

 

Jyoti Mahat and Uday Kumar Jagannathan studiedin their paper, ”Impact of working capital management 

profitability : Indian Telecom Sector” says that the purpose of the research is to study the background and characteristics of the 

Telecom industry in India, to develop a framework for measuring the relationship between working capital management ratios 

and firm profitability in the telecom industry firms in India, to analyse data related to working capital management and 

profitability of telecom industry firms in India, to statistically infer on the relationship between working capital management and 

profitability in the Indian telecom sector. The study is based on the secondary data. In this research the different working capital 

management practices and its impact on profitability of 8 Indian Telecom Industry listed on the Indian Stock Exchange for a 

period of five years from 2010 to 2015 has been shown. From this study it is concluded that maintaining efficient level of working 

capital is very important not only for telecom sector but also for all other sector. The result of study shows that there is significant 

relationship between profitability and working capital management.  

 

Erik Rehn in his article entitle, “Effect of working capital management on company profitability“ says that his purpose 

of the research is to research whether working capital management can affect company profitability in Finnish and Swedish 

companies. The data sample is collected from the Bureau van Dijk “Orbis” database. The method is used in this research is purely 

quantitative. The  data that was gathered was rendered into a panel set of company’s years. The test gives a statistically significant 

conclusion that working capital management does in fact affect corporate profitability. The correlation between the net trade cycle 

and profitability is clearly negative, as it is with the cash conversion cycle and profitability. The independent t-test shows that data 

is statistically valid, and the correlation between the different variables are along the lines of the hypothesis laid out in the first 

part of the chapter. The second hypothesis is not supported by his study as Finnish and Swedish companies do not statistically 

differ in terms of working capital management.  

 

Dr. Sanjay Kumar Sinha, Dr.Vinayak Chand Tiwari & Sunil Kumarstudied in their paper , “Working Capital 

Management and its effectiveness on the Profitability of Cipla Company ltd” in this study an attempt has been made to analyze 

the size and composition of working capital and whether such an investment has increased or declined over a period of time. This 

study is based on secondary data. The data required for this study have been extracted from the Annual reports of Cipla Ltd. The 

study covered a time period from 2001-2002 to 2010-2011. The current assets of Cipla Ltd. have witnessed fluctuation over the 

past years which were 34 times (approx.) in 2011 in comparison with of 2001. Inventory, debtors and loans & advances played 

main role in this increase. The study also shows that the contribution of long term source in working capital is below 53.66% in 

all the study period. It has also been found that during the study period, the working capital of Cipla Ltd. has registered increasing 

trend in from 2002. And regression results of the study show that the different working capital ratios have statistically 

insignificant impact on the ROCE of Cipla Ltd. 

 

 Mr. Lalit kumar joshi; Mr. Sudipta ghosh studied conducted a study entitled, “working capital management of cipla 

limited: an empirical study” the main objective of the study is to examine and evaluate the working capital management of the 

selected company. The data required to complete the study has been collected from the published annual reports of the selected 

company. The trend growth rate of selected performance indicators in respect of liquidity and profitability have been examined by 

fitting long liner trend equation. The current ratio of the company always remained above the standard norm of 2:1, during all the 
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years under study. The performance of the company in terms of quick ratio is also satisfactory, since the ratio remained above the 

standard norm of 1:1 during all the years under study. In relation to the main objective, it may be concluded that the working 

capital management of Cipla Ltd. is satisfactory during all the years under study. Moreover, the company has shown significant 

improvement in liquidity position over the years under study. 

 

RESEARCH GAP:- From the above literature review, it seems that over the years various efforts have been made by researchers 

and academics to evaluate the working capital of the manufacturing sector, service sector, Public companies. But, no final work 

has been done on the analysis of working capital of the banking sector respectively. So, I want to study to highlight this 

untouchable area. 

III. OBJECTIVE OF STUDY 

The following are the important objectives of the present study.   

 To evaluate the management efficiency and earning quality of Public banks. 

 To make a comparative analysis of working capital of Public banks of India.   

 To find out the factors most influencing the management of working Capital.   

 To put forward concrete suggestions and recommendations to make the performance of the Public banks effective and efficient.   

 To analyze the trend of working capital requirements and predict the same.  

 

IV.RESEARCH METHODOLOGY 

4.1 PROBLEM STATEMENT 

Nowadays banks are not just financial institutions, but much more than that. They help in the development process of the country 

and they are the source of new dimensions of economics and trade. Therefore, measuring the performance of banks and studying 

the capital formation of banks is an interesting field for research. To analyze the working capital of select public sector banks, the 

title of the research is framed as: “A Study on Analysis of working Capital Management with Special Reference to Selected 

Public Sector Banks in India”  

4.2 SOURCES OF DATA 

 The data required for the study are collected from secondary sources. The analysis of working capital management of banks and 

performance highlights of Public sector banks both published by the Indian Banks Association form the most important source 

based on which the present study is accomplished. The annual reports of the five Public banks, website likes investopedia.com, 

moneycontrol.com are also the main sources. 

4.3 PERIOD OF STUDY 

The study covers a period of 5 years i.e., 2016-2017 to 2020-2021.  

4.4SAMPLING PROCEDURE:- In this study of Working Capital Analysis, we have selected five Public sector banks. The 

main criteria for the selection of banks are the most market capitalization and the most popular banks.  

4.5 RESEARCH TOOLS 

Data analysis is conducted using accounting and statistical tools. Ratio analysis was the accounting tools that were used for the 

purpose of the present study. Data were analyzed using central tendency, Standard Deviation. 

 4.6 SCOPE OF THE STUDY 

A comparative study on the working capital of Public banks in India since 2017 is undertaken for a comparative analysis, the 

performance of all the Public banks in India is evaluated since 2017. A period of five years from 2017 to 2021 is taken for the 

study. The present study is undertaken by reviewing and analysing a comparative study on the working capital management of the 

Public banks in India by using nine parameters namely, current ratio, Quick ratio, Cash deposit ratio, credit deposit ratio. 

 V. DATA ANALYSIS 

 Ratio analysis is a very powerful analytical tool that is useful for measuring the performance of an organization. The 

calculated ratio can be used as a symptom like blood pressure, pulse rate, body temperature etc. Physicians analyze this 

information to find out the causes of the disease. Similarly, a financial analyst should also analyze the accounting ratio to 

diagnose the financial health of the enterprise. 
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CURRENT RATIO 

The current ratio is a liquidity ratio that measures a company's ability to pay short-term and long-term obligations. To calculate   

this ability, the current ratio considers the current assets of a company (both liquid and illiquid) relative to that company’s 

current liabilities.  

Table No. 1 Current Ratio of Individual selected banks under the study 

Bank Name 2017 2018 2019 2020 2021 AVG SD 

SBI 0.07 0.08 0.09 0.08 0.09 0.08 0.01 

PNB 0.03 0.05 0.05 0.05 0.06 0.05 0.01 

UCO Bank 0.08 0.11 0.11 0.11 0.1 0.1 0.01 

IOB 0.04 0.08 0.07 0.14 0.07 0.08 0.04 

Canara Bank 0.05 0.06 0.06 0.06 0.06 0.06 0.00 

AVG 0.054 0.076 0.076 0.088 0.076 0.074 

 
SD 0.02 0.02 0.02 0.04 0.02 

  It is apparent from the table that the average current ratio was highest in both SBI & IOB 0.08% followed by the Canara 

bank 0.06% and PNB0.05%. In case both SBI & IOB, it can be analyzed that not only the current ratio was highest of all selected 

public sector banks but also it remained far above the consolidated average of 0.074% during the study period. From the above 

statistics, it can be said that the absolute liquidity in public banks is too good and bank will not have to face any difficulty to pay 

current liability on demand and thus having a great cushion against their obligation. 

 

CASH DEPOSIT RATIO:- Cash to Deposits measures the cash in hand at the bank in a particulars year in relation to the 

deposits of the customers. The greater value of this ratio makes the bank less stressful on the liquidity front. 

Table No. 2 Cash Deposit Ratio of Individual selected banks under the study 

 

 Bank Name 2017 2018 2019 2020 2021 AVG SD 

SBI 6.62 5.86 5.79 5.54 5.44 5.85 0.46 

PNB 4.33 4.26 4.61 5.1 4.54 4.57 0.33 

UCO Bank 4.1 4.42 4.46 3.99 4.06 4.21 0.22 

IOB 5.86 5.39 4.98 3.02 3.31 4.51 1.27 

Canara Bank 4.16 4.12 4.63 4.29 4.01 4.24 0.24 

AVG 5.01 4.81 4.89 4.39 4.27 4.68 

 
SD 1.15 0.77 0.54 0.98 0.79 

   

In above table portrays the ratio of cash as a percentage of deposit during the period 2017-2021 for the selected banks. 

This ratio is an indicator of the rate at which the public banks makes less stressful on the liquidity front. They measure the degree 

of variability of the ratio. The bank-wise analysis shows that the maximum average of cash-deposit ratio is in the case of the SBI, 

that is 5.85% followed by the PNB Bank that is 4.57%.while the ratio was minimum for the UCO Bank, that is 4.21% followed 

by the Canara Bank, that is 4.24%.The average ratio was 4.68% 
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CREDIT DEPOSIT RATIO  

It measures the efficiency of the management in converting the available deposit into advances. The efficiency is positively 

related to the value of the ratio. 

Table No. 3 Credit Deposit Ratio of Individual selected banks under the study 

Bank Name 2017 2018 2019 2020 2021 AVG SD 

SBI 77.61 72.47 73.94 74.04 69.75 73.56 2.85 

PNB 72.52 67.52 67.74 67.47 63.39 67.73 3.24 

UCO Bank 60.14 59.3 54.45 51.26 53.25 55.68 3.87 

IOB 69.13 63.75 60.33 57 53.76 60.79 5.96 

Canara Bank 68.38 70.95 72.03 70.23 65.47 69.41 2.57 

AVG 69.56 66.8 65.7 64 61.12 65.44 
 

SD 6.4 5.37 8.18 9.53 7.33 

   

The above table presents the ratio of credit as a percentage of deposit during the period 2017 to 2021 for the selected 

banks. This ratio is an indicator of the rate at which the public sector banks lends credit within available deposits. The table also 

reveals the average value of credit-deposit ratio, Standard Deviation (S.D.) for each bank over the study period and also for each 

year across the five banks. They measure the degree of variability of the ratio. The bankwise analysis shows that the maximum 

average of credit deposit ratio is in the case of the SBI that is 73.56% followed by the Canara Bank, that is 69.41% while the ratio 

was minimum is in UCO Bank, that is 55.68% followed by the IOB Bank, that is 60.79 The average ratio was 65.44% 

 

QUICK RATIO  

The quick ratio is an indicator of a company’s short-term liquidity, and measures a company’s ability to meet its short-term 

obligations with its most liquid assets because we are only concerned with the most liquid assets.  

Table No. 4 Quick Ratio of Individual selected banks under the study 

 Bank Name 2017 2018 2019 2020 2021 AVG SD 

SBI 7.9 8.09 9.13 8.57 7.48 8.23 0.64 

PNB 28.67 22.71 35.12 38.14 38.44 32.62 6.79 

UCO Bank 18.69 19.94 18.92 16.8 15.08 17.89 1.94 

IOB 26.88 18.7 32.03 9.71 11.98 19.86 9.54 

Canara Bank 25.72 24.67 26.78 29.97 21.97 25.82 2.93 

AVG 21.57 18.82 24.4 20.64 18.99 20.88 

 
SD 8.53 6.44 10.51 12.97 12.08 

   

It is apparent from the table that the bank wise analysis shows maximum average of quick ratio was PNB that is32.62% 

followed by the Canara Bank that is 25.82% while the ratio was minimum is in SBI that is 8.23% followed by the UCO Bank, that 

is 17.89% The average ratio was 20.88% 
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VI. FINDINGS 

 The collected data were analyzed with reference to each of the specific objectives of the study. Conventional tools like 

descriptive tables, percentages were used. To examine the effective management of working capital, different ratios were also 

constructed. The following is the summary of the findings Average Current Ratio is 0.074%. IOB has the highest ratio of 2020 is 

0.14%. PNB has the lowest ratio of 2017 is 0.03%.  Average Cash Deposit Ratio is 4.68%. SBI has the highest ratio of 2017 is 

6.62%. IOB has the lowest ratio of 2020 is 3.02%.  Average Credit Deposit Ratio is 65.43%. SBI has the highest ratio of 2017 is 

77.61%. UCO Bank has the lowest ratio of 2020 is 51.26%.  Average Quick Ratio is 20.88%. PNB has the highest ratio of 2020 is 

38.44%. SBI Bank has the lowest ratio of 2021 is 7.48%. 

 

 VII. CONCLUSION 

  It is very difficult for research to measure the financial performance of banks in such a dynamic environment where 

everything is changing at a rapid rate. A bank not only operates to a limited extent, but also faces a variety of international 

movements in the financial markets. Bank operations affected by a variety of factors such as central bank monetary policies, 

central and state government monetary policies, inflation rate, management attitude, worker efficiency, technology, etc. The bank 

operates in a changing and competitive environment. Despite the external environment, some important conclusions have been 

drawn.  

 In current ratio average ratio is 0.074%, current ratio is less than 1 there are less current assets than current liabilities. In this 

situation there are insufficient assets to pay off current liabilities. 

 In cash deposit ratio, ratio between cash & deposit. Cash to Deposits measures the cash in hand at the bank in a particulars year in 

relation to the deposits of the customers. Average ratio is 4.68, that indicate cash is too low than the deposits. 

 In credit deposit ratio, ratio between advances and deposits. It measures the efficiency of the management in converting the 

available deposit into advances. That it has no risk for bank to pay the deposits. We can also say that efficient management was 

easily converting the deposits into advances. 

 The three parameters in Quick Ratio are cash, investment and current liabilities. Total cash and investment is less than current 

liabilities. Cash and investment are about half of current liabilities. The average ratio is 20.88% The quick ratio is less than 1, 

meaning the bank relies more on inventory or other assets to pay off short-term obligations. 

 The attitude of the management towards working capital needs an urgent change. Normally they give importance to the liquidity 

aspect leaving behind the profitability of funds employed in the form of working capital, resulting in an over investment in 

various current assets. It is suggested to the Managements to consider both the facets of working capital as equally significant and 

realize that only proper balancing liquidity and profitability would ensure effective and efficient working capital management.  
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