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Abstract 

The research paper aims to assess the financial health of the State Bank of India (SBI) based on the newly 

introduced RBI Prudential Norms for 2024. The study evaluates SBI’s performance by analyzing financial 

parameters, capital adequacy, asset quality, profitability, and liquidity, considering the evolving regulatory 

framework. The research uses secondary data from the financial reports of SBI from 2019-2020 to 2024. Various 

statistical tools of correlation tests has been  used to evaluate the impact of these norms on SBI's financial health. 
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Introduction 

The financial health of a banking institution is 

critical to its long-term sustainability and growth. 

With the recent updates in the Reserve Bank of 

India's (RBI) Prudential Norms for 2024, there is a 

need to reassess the financial health of the State Bank 

of India (SBI), which is one of the largest public 

sector banks in India. These norms focus on capital 

adequacy, asset quality, liquidity, and the 

provisioning of bad loans. This paper will evaluate 

SBI’s compliance with these new regulations and 

how it affects its overall financial position. 

Statement of the Problem 

The financial stability of the banking sector, 

especially the public sector banks, is crucial for the 

country's economy. The implementation of new RBI 

Prudential Norms has a significant impact on 

financial institutions. This research will analyze how 

these norms affect the financial health of SBI from 

2019-2024, focusing on capital adequacy, asset 

quality, profitability, and liquidity. 

 

Objective of the Study 

• To evaluate the financial health of SBI post-

implementation of RBI Prudential Norms 

2024. 

• To analyze the impact of these norms on 

capital adequacy, asset quality, profitability, 

and liquidity. 

• To assess the relationship between SBI's 

compliance with RBI norms and its financial 

performance. 

 

Hypothesis Testing 

• Null Hypothesis (H₀): There is no 

significant impact of the new RBI Prudential 

Norms 2024 on the financial health of SBI. 

• Alternative Hypothesis (H₁): The new RBI 

Prudential Norms 2024 have a significant 

impact on the financial health of SBI. 

 

Importance of the Study 

The findings of this study will provide 

insights into the effects of new regulatory changes on 

one of India’s largest public sector banks. It will help 

in understanding the adaptability of SBI to these 

norms and their effect on its financial health, which is 

essential for investors, policymakers, and 

stakeholders in the banking sector. 

 

Research Methodology 

Data Collection Period 

The data collection period for this study is 

span from the fiscal year 2019-20 to 2024. 

Method of Data Collection 

Secondary data is  collected from publicly 

available financial reports, annual reports, and other 

relevant publications of the State Bank of India. 
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Research Type 

Descriptive and Analytical Research. 

Statistical Tools for Data Analysis 

• Descriptive Statistics: To summarize and 

describe the features of the financial data. 

• Correlation Analysis: To assess the strength 

of the relationship between different financial 

variables. 

• ANOVA (Analysis of Variance): To 

compare the means of financial indicators 

across different years. 

 

Review of Literature 

1. Das, S. (2022) - "The Impact of Prudential 

Norms on Public Sector Banks in India." 

Journal of Banking & Finance. 

2. Kumar, R. (2021) - "Capital Adequacy and 

Financial Stability of Indian Banks." 

International Journal of Finance. 

3. Sharma, A. (2020) - "Effectiveness of RBI 

Prudential Norms on Asset Quality and 

Profitability." Banking Review. 

4. Verma, P. (2019) - "The Role of Prudential 

Norms in Strengthening the Indian Banking 

Sector." Journal of Economic Policy. 

 

Research Gap 

Previous studies have mostly focused on the 

general impact of RBI Prudential Norms on public 

sector banks but have not specifically examined the 

impact on SBI post-2024. This study will fill this gap 

by focusing on SBI and its financial health under the 

new regulatory framework. 

 

Useful Data for the Research Study 

• Capital Adequacy Ratio (CAR) 

• Non-Performing Assets (NPA) 

• Profitability Ratios (ROA, ROE) 

• Liquidity Ratios (Current Ratio, Quick Ratio) 

• Provisioning for Bad Loans 

• Return on Assets (ROA) and Return on 

Equity (ROE) 

 

Research Questions for Data Analysis 

1. What is the effect of the new RBI Prudential 

Norms on SBI's capital adequacy? 

2. How have the norms impacted SBI's asset 

quality over the years? 

3. What is the relationship between profitability 

and compliance with RBI Prudential Norms 

for SBI? 

4. How have liquidity ratios changed after the 

implementation of the new norms? 

 

Data Analysis Table: Dependent and Independent 

Variables 

Dependent 

Variable 

Independent Variables 

Financial 

Performance 

Capital Adequacy Ratio, NPA, 

Provisioning for Bad Loans 

Profitability 

(ROA, ROE) 

Compliance with RBI Prudential 

Norms, Capital Adequacy, Liquidity 

Ratios 

Asset Quality 

(NPA Ratio) 

Capital Adequacy, Provisioning, 

Profitability Ratios 

Liquidity 

(Current Ratio) 

Capital Adequacy, NPA, Profitability, 

Provisioning 

 

Level of Significance 

The level of significance for hypothesis testing will 

be set at 0.05 (5%). 

 

Table for Data Analysis as per RBI Norms 

The table will present the compliance of SBI 

with key RBI Prudential Norms over the study 

period. It will include capital adequacy ratios, asset 

quality, NPA trends, and provisioning levels from 

2019-2024. 

Information Used 

• SBI Annual Reports (2019-2024) 

• RBI Guidelines and Prudential Norms 

(2024) 

• Reports from the Ministry of Finance 

(India) 

• Banking Sector Publications 

 

Findings 

Based on the data analysis and hypothesis 

testing using a paired t-test, the key findings are as 

follows: 

1. Improvement in Profitability: There is a 

statistically significant increase in Return on 

Assets (ROA) over the years (t = 3.434, p = 

0.041), indicating better utilization of assets 

for generating income. 

2. Increase in Return on Equity (ROE): The 

rise in ROE suggests improved shareholder 
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returns, though the p-value (0.0529) is 

marginally above the significance threshold, 

implying moderate growth. 

3. Net Interest Margin (NIM): The changes in 

NIM are not statistically significant, 

suggesting stable interest income 

management. 

4. Reduction in Non-Performing Assets 

(NPAs): Gross and Net NPA ratios have 

declined significantly, showing improved 

asset quality (p < 0.01 for Gross NPA). 

5. Capital Adequacy Ratio (CAR): No 

significant change in CAR suggests 

consistent capital management. 

6. Cost-to-Income Ratio: The changes are not 

statistically significant, indicating stable 

operational efficiency. 

7. Provision Coverage Ratio (PCR): The 

results indicate no significant increase in 

provisioning coverage over time. 

 

Suggestions 

Based on these findings, the following 

recommendations are made: 

1. Enhancing Asset Utilization: While ROA 

has improved, SBI should continue 

optimizing asset allocation and risk 

management to sustain growth. 

2. Increase Focus on Cost Efficiency: Since 

the cost-to-income ratio remains stable, 

further cost-cutting measures or operational 

efficiencies should be explored. 

3. Strengthen Capital Adequacy: Maintaining 

a strong CAR will be crucial for regulatory 

compliance and future expansions. 

4. Sustain NPA Reduction Efforts: 

Continuous monitoring of credit risk and 

effective recovery strategies are necessary to 

sustain the decline in NPAs. 

5. Enhancing Non-Interest Income: Since 

NIM shows no significant changes, 

diversifying income sources beyond interest 

income can improve overall profitability. 

6. Improve Shareholder Value: Increasing 

dividend payouts and improving earnings 

retention can attract more investors. 

 

Per Share Ratios 

Year Basic 

EPS 

(Rs.) 

Diluted 

EPS 

(Rs.) 

Cash 

EPS 

(Rs.) 

Book 

Value/Share 

(Rs.) 

Book Value 

(Incl. Reval 

Reserve)/Share 

(Rs.) 

Dividend/Share 

(Rs.) 

Operating 

Revenue/Share 

(Rs.) 

Net 

Profit/Share 

(Rs.) 

Mar 

24 

68.44 68.44 72.19 391.83 422.70 13.70 465.15 68.44 

Mar 

23 

56.29 56.29 59.98 335.98 367.08 11.30 372.12 56.29 

Mar 

22 

35.49 35.49 39.13 287.64 313.84 7.10 308.65 35.49 

Mar 

21 

22.87 22.87 26.59 258.05 284.47 4.00 297.10 22.87 

Mar 

20 

16.23 16.23 19.94 233.34 259.96 0.00 288.33 16.23 

Per Employee Ratios 

Year Interest Income/ 

Employee (Rs.) 

Net Profit/Employee (Rs.) Business/Employee (Rs.) 

Mar 24 17,870,762.11 2,629,258.37 371,080,329.55 

Mar 23 14,080,635.81 2,129,775.27 323,204,939.97 

Mar 22 11,277,678.21 1,296,867.16 277,809,650.59 

Mar 21 10,793,750.26 830,869.25 249,571,543.11 

Mar 20 10,315,720.80 580,806.85 223,169,169.33 

Per Branch Ratios 

Year Interest Income/Branch (Rs.) Net Profit/Branch (Rs.) Business/Branch (Rs.) 

Mar 24 184,158,750.55 27,094,587.97 3,823,994,154.60 

Mar 23 148,227,208.30 22,420,197.99 3,402,386,553.49 

Mar 22 123,712,067.91 14,226,165.68 3,047,471,802.57 

Mar 21 119,335,088.80 9,186,043.21 2,759,248,782.89 

Mar 20 116,220,402.06 6,543,566.51 2,514,299,397.05 
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Key Performance Ratios 

Ye

ar 

RO

CE 

(%) 

CA

SA 

(%) 

Net 

Profi

t 

Mar

gin 

(%) 

Operat

ing 

Profit 

Margi

n (%) 

Retu

rn 

on 

Asse

ts 

(%) 

Retu

rn 

on 

Equi

ty 

(%) 

Net 

Inter

est 

Mar

gin 

(X) 

Cost 

to 

Inco

me 

(%) 

Interest 

Income/

Total 

Assets 

(%) 

Non-

Interest 

Income/

Total 

Assets 

(%) 

Operati

ng 

Profit/T

otal 

Assets 

(%) 

Operating 

Expenses/

Total 

Assets (%) 

Interest 

Expenses/

Total 

Assets (%) 

Ma

r 

24 

1.47 39.8

9 

14.71 28.86 0.98 17.4

6 

2.58 59.01 6.71 0.83 0.15 2.02 4.13 

Ma

r 

23 

1.59 42.6

6 

15.12 27.68 0.91 16.7

5 

2.62 53.86 6.01 0.66 0.24 1.77 3.39 

Ma

r 

22 

1.42 44.5

1 

11.49 19.64 0.63 12.3

3 

2.42 57.91 5.52 0.81 -0.17 1.87 3.10 

Ma

r 

21 

1.64 45.3

9 

7.69 13.23 0.45 8.86 2.44 53.59 5.84 0.95 -0.50 1.82 3.40 

Ma

r 

20 

1.79 44.2

2 

5.63 10.10 0.36 6.95 2.48 52.45 6.51 1.14 -0.77 1.90 4.02 

Valuation Ratios 

Year Enterprise Value 

(Rs. Cr) 

EV Per Net 

Sales (X) 

Price To Book 

Value (X) 

Price To Sales 

(X) 

Retention 

Ratios (%) 

Earnings Yield 

(X) 

Mar 24 5,960,162.28 14.36 1.92 1.62 79.98 0.09 

Mar 23 5,137,207.29 15.47 1.56 1.41 79.92 0.11 

Mar 22 4,660,058.65 16.92 1.72 1.60 79.99 0.07 

Mar 21 4,210,541.48 15.88 1.41 1.23 82.50 0.06 

Mar 20 3,565,310.84 13.86 0.84 0.68 100.00 0.08 

(Source: Dion Global Solutions) 

 

To test the hypothesis regarding the impact of the 

new RBI Prudential Norms 2024 on the financial 

health of SBI, calculation of  paired t-test using 

financial ratios before and after the implementation 

of the norms. : 

Hypothesis: 

• Null Hypothesis (H₀): There is no 

significant impact of the new RBI Prudential 

Norms 2024 on the financial health of SBI. 

• Alternative Hypothesis (H₁): The new RBI 

Prudential Norms 2024 have a significant 

impact on the financial health of SBI. 

 

 

 

Steps for Statistical Testing: 

1. Identify Key Financial Indicators: Use 

financial metrics such as Capital Adequacy 

Ratio, NPA Ratio, ROA, ROE, Net Profit 

Margin, CASA Ratio, and Liquidity Ratio 

before (2020-21 to 2022-23) and after (2023-

24) the implementation of the norms. 

2. Statistical Test Selection: 

Paired t-test: If comparing pre- and post-norms 

financial ratios. 

Calculation of Mean Differences & Statistical 

Significance: Conduct the test at 5% significance 

level (α = 0.05) to determine if the impact is 

significant. 

Comparison of RBI NORMS with five years 

Metric FY 

2019-20 

FY 2020-

21 

FY 2021-

22 

FY 2022-

23 

FY 2023-

24 

RBI Revised Norms for Private Banks 

Return on 

Assets 

(ROA) 

0.38% 0.48% 0.67% 0.96% 1.04% Banks are expected to maintain a minimum ROA of 

1% to ensure profitability and efficient asset utilization.  

Return on 

Equity 

(ROE) 

7.74% 9.94% 13.92% 19.43% 20.32% While the RBI doesn't specify a minimum ROE, a 

higher ROE indicates better profitability and efficient 

use of shareholders' equity. 

Net Interest 

Margin 

(NIM) 

2.97% 3.04% 3.12% 3.37% 3.28% A healthy NIM typically ranges between 2.5% and 

3.5%. The RBI encourages banks to maintain NIM 

within this range to ensure adequate interest income 

relative to interest expenses.  

Gross NPA 6.15% 4.98% 3.97% 2.78% 2.24% The RBI mandates banks to keep Gross NPA ratios 
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Ratio below 5% to ensure asset quality.  

Net NPA 

Ratio 

2.23% 1.50% 1.02% 0.67% 0.57% A Net NPA ratio below 2% is considered acceptable.  

Capital 

Adequacy 

Ratio (CAR) 

13.06% 13.74% 13.83% 14.68% 14.28% As per Basel III norms, which the RBI enforces, banks 

are required to maintain a minimum CAR of 10.875%, 

including capital conservation buffers.  

Cost-to-

Income 

Ratio 

52.46% 53.60% 53.31% 53.87% 55.66% While the RBI doesn't set a specific benchmark, a 

lower cost-to-income ratio indicates better efficiency. 

Banks typically aim for a ratio below 50%.  

Provision 

Coverage 

Ratio (PCR) 

83.62% 87.75% 90.20% 91.91% 91.89% The RBI recommends a PCR of at least 70% to ensure 

adequate provisioning against potential NPAs.  

Inferences  

• RBI Norms: The Reserve Bank of India sets 

regulatory norms to ensure the stability and 

efficiency of the banking sector. These norms 

are periodically revised to adapt to changing 

economic conditions and international 

standards. 

• SBI's Performance: Over the past five fiscal 

years, SBI has shown improvement in key 

financial metrics, aligning well with or 

surpassing the RBI's prescribed norms. 

Notably, the bank's Gross and Net NPA 

ratios have declined significantly, indicating 

better asset quality. Additionally, the Return 

on Assets (ROA) and Return on Equity 

(ROE) have shown an upward trend, 

reflecting enhanced profitability.  

• Capital Adequacy: SBI's Capital Adequacy 

Ratio (CAR) has consistently remained 

above the RBI's minimum requirement, 

indicating a strong capital base to absorb 

potential losses.  

• Efficiency Metrics: While the Cost-to-

Income Ratio has seen a slight increase, it 

remains within a manageable range. The 

Provision Coverage Ratio (PCR) is well 

above the recommended 70%, showcasing 

prudent provisioning practices.  

Overall, SBI's financial indicators from FY 2019-20 

to FY 2023-24 reflect a robust and improving 

financial position, adhering to the regulatory 

standards set by the RBI.  

Hypothesis Testing 

• Null Hypothesis (H₀): There is no 

significant difference in financial 

performance over the years. 

• Alternative Hypothesis (H₁): There is a 

significant difference in financial 

performance over the years. 

 Paired t-test on key financial ratios: 

1. Return on Assets (ROA) 

2. Return on Equity (ROE) 

3. Net Interest Margin (NIM) 

4. Gross NPA Ratio 

5. Net NPA Ratio 

6. Capital Adequacy Ratio (CAR) 

7. Cost-to-Income Ratio 

8. Provision Coverage Ratio (PCR) 

Now, let's perform the t-test on these metrics. 

t-Test Results & Interpretation 

The t-test on the basis key financial metrics of SBI 

over the period 2019-20 to 2023-24.  

Metric t-

Statistic 

p-

Value 

Interpretation (α = 0.05) 

ROA 

(%) 

-3.43 0.0414 Significant (p < 0.05) → 

Improvement in ROA over time. 

ROE 

(%) 

-3.11 0.0529 Marginally Significant (p ~ 

0.05) → Increasing trend in 

ROE. 

NIM 

(%) 

-1.12 0.3458 Not Significant (p > 0.05) → No 

major change in NIM. 

Gross 

NPA 

(%) 

6.46 0.0075 Highly Significant (p < 0.01) → 

Significant reduction in NPAs. 

Net 

NPA 

(%) 

3.16 0.0509 Marginally Significant (p ~ 

0.05) → Decrease in Net NPA. 

CAR 

(%) 

-1.07 0.3643 Not Significant (p > 0.05) → No 

major change in CAR. 

Cost-

to-

Income 

(%) 

-1.81 0.1678 Not Significant (p > 0.05) → No 

major efficiency change. 

PCR 

(%) 

-2.40 0.0956 Not Significant (p > 0.05) → No 

significant change in 

provisioning. 

Conclusion 

• ROA and Gross NPA have shown 

significant improvements, indicating 

enhanced profitability and asset quality. 

• ROE and Net NPA are borderline 

significant, suggesting a positive trend in 

shareholder returns and asset quality. 
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• Other metrics (NIM, CAR, Cost-to-

Income, PCR) do not show statistically 

significant changes. 

 Data for ROA (%) 

We have ROA values for 5 years: 

Year ROA (%) 

2019-20 0.38 

2020-21 0.48 

2021-22 0.67 

2022-23 0.96 

2023-24 1.04 

Let’s define: 

• X1,X2,...,Xn = ROA values for each year. 

• We calculate the differences Di=Xi+1−Xi 

between consecutive years. 

 Computation of Differences (Di) 

Di=Xi+1−Xi 

Year Pair ROA Difference (Di) 

2020-21 - 2019-20 0.48−0.38=0.10 

2021-22 - 2020-21 0.67−0.48=0.19 

2022-23 - 2021-22 0.96−0.67=0.29 

2023-24 - 2022-23 1.04−0.96=0.08 

Thus, the differences (D) are: 

D=[0.10,0.19,0.29,0.08]  

Step 3: Compute Mean of Differences (Dˉ) 

The mean of differences is: 

Dˉ=∑Di 

        n 

=0.10+0.19+0.29+0.08 

           4 

=0.66 

   4 

=0.165 

Step 4: Compute Standard Deviation of 

Differences (SDS_DSD) 

The standard deviation is given by: 

SD=∑(Di−Dˉ)2 

              N 

Di Di−Dˉ (Di−Dˉ)2 

0.10 0.10−0.165=−0.065 (−0.065)2=0.004225 

0.19 0.19−0.165=0.025 (0.025)2=0.000625 

0.29 0.29−0.165=0.1250 (0.125)2=0.015625 

0.08 0.08−0.165=−0.085 (−0.085)2=0.007225 

Summing the squared differences: 

∑(Di−Dˉ)2 

=0.004225+0.000625+0.015625+0.007225=0.0277 

SD=          

              4-1 

S.D.=       

              3 

 

=     

SD≈0.0961  

Step 5: Compute t-Statistic 

The paired t-test formula is: 

t=     Dˉ  

  SD/     

  where: 

• Dˉ=0.165 

• SD=0.0961 

• n=4 

t=0.165 

0.0961/     

 t=0.165 

0.0961/2 

t=3.434  

Step 6: Find p-Value 

Using a t-distribution table for df = n-1 = 3 degrees 

of freedom: 

• t = 3.434 at df = 3 gives a p-value ≈ 0.041. 

Step 7: Conclusion 

• p-value = 0.041 (which is less than 0.05). 

• Reject the null hypothesis (H₀). 

• Conclusion: There is a significant 

improvement in ROA over time. 

Interpretation: This manual calculation confirms 

that SBI's ROA has improved significantly over 

the years 

 

Findings 

Based on the data analysis and hypothesis testing 

using a paired t-test, the key findings are as follows: 

1. Improvement in Profitability: There is a 

statistically significant increase in Return on 

Assets (ROA) over the years (t = 3.434, p = 

0.041), indicating better utilization of assets 

for generating income. 

2. Increase in Return on Equity (ROE): The 

rise in ROE suggests improved shareholder 

returns, though the p-value (0.0529) is 

marginally above the significance threshold, 

implying moderate growth. 

3. Net Interest Margin (NIM): The changes in 

NIM are not statistically significant, 
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suggesting stable interest income 

management. 

4. Reduction in Non-Performing Assets 

(NPAs): Gross and Net NPA ratios have 

declined significantly, showing improved 

asset quality (p < 0.01 for Gross NPA). 

5. Capital Adequacy Ratio (CAR): No 

significant change in CAR suggests 

consistent capital management. 

6. Cost-to-Income Ratio: The changes are not 

statistically significant, indicating stable 

operational efficiency. 

7. Provision Coverage Ratio (PCR): The 

results indicate no significant increase in 

provisioning coverage over time. 

 

Suggestions 

1. Enhancing Asset Utilization: While ROA 

has improved, SBI should continue 

optimizing asset allocation and risk 

management to sustain growth. 

2. Increase Focus on Cost Efficiency: Since 

the cost-to-income ratio remains stable, 

further cost-cutting measures or operational 

efficiencies should be explored. 

3. Strengthen Capital Adequacy: Maintaining 

a strong CAR will be crucial for regulatory 

compliance and future expansions. 

4. Sustain NPA Reduction Efforts: 

Continuous monitoring of credit risk and 

effective recovery strategies are necessary to 

sustain the decline in NPAs. 

5. Enhancing Non-Interest Income: Since 

NIM shows no significant changes, 

diversifying income sources beyond interest 

income can improve overall profitability. 

6. Improve Shareholder Value: Increasing 

dividend payouts and improving earnings 

retention can attract more investors. 

 

 

 

 

 

 

 

 

 

 

Conclusion 

The statistical analysis confirms that SBI has 

shown significant improvements in key financial 

performance indicators, especially profitability and 

asset quality. The reduction in NPAs and 

improvement in ROA highlight SBI’s effective 

financial management. However, areas like cost 

efficiency and capital adequacy require strategic 

focus. 

Future research could explore sector-wide 

trends by comparing SBI’s performance with other 

private banks in India, aligning with RBI’s revised 

norms. Additionally, employing advanced financial 

modeling techniques may provide deeper insights 

into long-term growth patterns. 
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