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Abstract:

This study presents a comparative evaluation of the financial performance of three leading Indian private sector
banks—HDFC Bank, Kotak Mahindra Bank, and Axis Bank—using the CAMEL model over the period from 2018
to 2025. The CAMEL framework, recognized worldwide, assesses banks based on five critical parameters: Capital
Adequacy, Asset Quality, Management Efficiency, Earnings Quality, and Liquidity. Secondary data sourced from
annual reports and regulatory databases provide the basis for ratio analyses, statistical tests, and tabular
presentations. The findings reveal Kotak Mahindra Bank’s leadership in capital adequacy and asset quality,
indicative of its prudent risk management and conservative credit practices. HDFC Bank consistently demonstrates
strength in earnings and liquidity, highlighting operational excellence and robust customer-oriented growth
strategies. Axis Bank, while maintaining a solid competitive position, lags in comparison on asset quality and
management metrics. Statistical analysis, including ANOVA, confirms significant performance differences among
the banks and identifies best practices in risk management, operational efficiency, and customer-focused growth.
The study’s results provide valuable guidance for investors, regulators, and policymakers, emphasizing the ongoing
relevance of the CAMEL model in assessing banking sector health under evolving regulatory and economic
conditions.
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Introduction

The banking sector plays a crucial role in the development and stability of the financial system and economy.
Among the various banking institutions, private sector banks in India have witnessed tremendous growth and
transformation, marked by innovation, improved customer service, and financial performance. HDFC Bank, Kotak
Mahindra Bank, and Axis Bank are leading names in this segment, actively contributing towards economic
progress. Given their strategic importance, this research endeavours to conduct a detailed comparative study of the
financial performance of these three banks using the CAMEL model—a globally accepted framework evaluating
Capital Adequacy, Asset Quality, Management Efficiency, Earnings Quality, and Liquidity. This analytical study
spans seven years and aims to identify strengths, weaknesses, and opportunities for these banks to guide investors,
regulators, and policymakers.

Financial Performance

Financial performance refers to the measurement of how well a company or an organization uses its assets and
manages its liabilities to generate revenue and profitability over a specific period. It provides a snapshot of the
economic health and effectiveness of a business’s operations and financial management. Financial performance is
crucial for stakeholders like investors, creditors, management, and regulators to evaluate the company’s ability to
generate income, maintain liquidity, and sustain growth.

In the banking sector context, financial performance encompasses how efficiently a bank manages its resources,
controls risks, maintains asset quality, sustains profitability, and preserves liquidity. Key indicators used to measure
financial performance include return on assets (ROA), return on equity (ROE), net interest margin, capital
adequacy ratios, non-performing asset levels, liquidity ratios, and operating efficiency metrics.

Assessment of financial performance typically involves analysing financial statements such as the balance sheet,
income statement, and cash flow statement to understand profitability, asset and liability management, operational
efficiency, and solvency. This analysis helps in comparing banks or companies within industries and forming
investment and policy decisions.
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In summary, financial performance reflects the overall financial health, profitability, and sustainability of a firm or
bank, signifying how effectively it fulfils its monetary objectives and manages financial risks.

Camel Modal

The CAMEL model is an internationally acknowledged tool employed by regulators to assess the stability and
performance of banks as well as other financial institutions. It provides a structured approach to examining their
financial condition and long-term viability. The term CAMEL represents key evaluation areas, beginning with:

1. Capital Adequacy: This reflects the bank’s capital position in relation to its risk exposures and asset base. It
highlights the institution’s capacity to withstand potential losses and maintain operational continuity during
periods of financial stress.

2. Asset Quality: Assesses the risk level of the bank’s asset portfolio, including loans and investments, primarily
focusing on the extent of non-performing assets (NPAs) or bad loans.

3. Management: Evaluates the quality and capability of the bank’s management team in planning, directing, and
controlling operations efficiently while complying with regulatory requirements.

4. Earnings: Analyses the profitability of the bank, considering net income, returns on assets and equity, and
overall earnings trends, reflecting financial performance and sustainability.

5. Liquidity: Reviews the bank’s ability to meet its short-term obligations by assessing cash reserves, liquid
assets, and funding sources relative to current liabilities.

The CAMEL model is essential for investors, regulators, and bank management as it provides a holistic view of a
bank’s strengths and vulnerabilities in an objective, structured manner.

HDFC Bank

HDFC Bank Limited, headquartered in Mumbai, is one of India’s largest private sector banks and a leading name in
retail and corporate banking. As of mid-2025, it operates through around 9,499 branches and 21,251 ATMs across
more than 4,000 cities and towns in India. HDFC Bank’s trajectory accelerated post its historic merger with HDFC
Ltd in July 2023, India's largest-ever merger, which added substantial home loan portfolios and expanded its
customer base to around 120 million. The bank is among the top 100 banks globally by assets and the second-
largest in India by asset size. Its market capitalization as of 2024 was over $150 billion. HDFC Bank offers a
comprehensive range of services including retail banking, wholesale banking, credit cards, loans, and wealth
management. It is also known for its technological innovations and strong digital banking platform. HDFC
Securities, its broking arm, remains a significant contributor to non-interest income. In FY2025, HDFC Bank
reported consolidated net revenue of approximately ₹732.8 billion and profit after tax of ₹188.3 billion in the latest
quarter, reflecting steady growth and resilience.

Kotak Mahindra Bank

Kotak Mahindra Bank Limited, also headquartered in Mumbai, is a major player in India’s private banking sector
known for retail banking, investment banking, stock brokerage, asset management, and insurance services. It has
demonstrated robust growth and improved market presence through innovative digital banking and a diverse
product suite. Kotak maintains strong capital adequacy with a CET I ratio around 21.1% as of March 2025 and a
CRAR of 22.2%, signalling healthy capitalization. Despite a slight decrease in low-cost CASA deposits in FY2025,
the bank continues to exhibit solid revenue growth, with total income around ₹26,700 crore in Q1 FY26 and a
profit after tax of ₹4,472 crore. Kotak has been recognized for its efficient capital management and risk controls,
which underpin its long-term stability. It has a vast network and continues expanding its footprint, especially in
semi-urban and rural regions. The bank also invests heavily in digital transformation to enhance customer
experience and maintain a competitive position.

Axis Bank

Axis Bank is India’s third-largest private sector bank and is headquartered in Mumbai. As of early 2025, it
commands a strong presence with a balance sheet size exceeding ₹16 lakh crores and holds approximately 5.3%
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market share by assets. The bank has a diversified loan book with 60% retail, 11% SME, and 29% corporate
lending. Axis Bank has distinguished itself with a strong retail banking franchise, extensive distribution channels,
and a well-integrated digital banking ecosystem, including a top-rated mobile banking app. Its acquisition of
Citibank India’s consumer business was fully completed by 2024, which significantly enhanced its market reach
and wealth management portfolio, with assets under management crossing ₹5.92 trillion. Axis strongly emphasizes
ESG initiatives and leads in sustainable financing efforts. The bank operates through a wide network of subsidiaries
including asset management, securities, pension, and fintech platforms. In FY2025, Axis Bank pursued innovation
and financial inclusion aggressively and maintained corporate and commercial banking leadership, with continuous
asset quality improvements and strong digital adoption.

Review of Literature

The study of bank performance has attracted considerable scholarly attention, with research spanning profitability
analysis, asset quality, efficiency ratios, and technological adoption. Some reviews are given as under:

Gupta, A., & Sundram. (2015) conducted an empirical study to analyse and compare the financial performance of
public sector banks with that of private sector banks in India. The authors aimed to identify key differences in
efficiency, profitability, and risk management practices between these banking groups and to understand how
ownership structure influences financial outcomes. The study was based on secondary data analysis, using a suite of
financial ratios—including profitability, liquidity, and asset quality metrics—over a specific time frame for selected
banks. The researchers employed descriptive statistics and comparative techniques to discern patterns and
divergences in financial performance across the two bank categories. The findings indicated that private sector
banks tended to perform better than their public sector counterparts, particularly in terms of profitability and overall
operational efficiency. Conversely, public sector banks displayed adequate stability in terms of liquidity but
struggled with asset quality compared to their private counterparts.

Pawan, et al. (2016) examined the financial performance of selected private sector banks in India, focusing on
indicators such as growth, profitability, and efficiency to assess institutional competitiveness within the industry.
The authors gathered financial data from leading private sector banks and performed ratio analysis, benchmarking
metrics such as net profit ratio, return on equity, and cost-to-income ratio. The timeframe was chosen to provide a
relevant picture of contemporary performance trends. Their analysis found consistent superior performance in terms
of profitability and growth for the sampled private banks. Efficiency in resource utilization and proactive risk
management were identified as contributing factors to this positive performance trajectory.

Sonaje, V. H., & Nerlekar, S. S. (2017) analysed the financial performance of selected Indian banks utilizing the
structured CAMEL model, assessing capital adequacy, asset quality, management, earnings, and liquidity. The
study used the CAMEL framework to evaluate several scheduled banks, collecting five years of financial data on
various ratios that corresponded to the CAMEL parameters. Each bank was assigned composite scores to determine
performance rankings. The findings showed that some private sector banks, especially HDFC and Kotak Mahindra,
consistently scored highly on overall CAMEL rankings. These banks demonstrated strength in management
efficiency and earnings quality, validating the utility of the CAMEL model for comparative analysis.

Madhusudhana Rao (2014) targeted a comparative performance assessment of public and private banking systems
with the goal of highlighting sectoral strengths and weaknesses. The methodology involved a comparative study of
key financial ratios and statistical metrics, leveraging historical financial statements and industry reports for both
public and private banks. The results indicated that private banks were ahead in operational efficiency and
profitability, while public sector banks maintained a stronger presence in deposits and outreach, and demonstrated
marginally greater financial stability.

Balaji, C., & Kumar, G. P. (2016) performed a comparative study of selected private and public sector banks,
analysing financial performance based on profitability and efficiency criteria. The authors employed ratio analysis,
scrutinizing a selection of banks from both sectors over several years using profitability, efficiency, and credit risk
measures to enable fair comparison. According to their findings, private sector banks outpaced their public
counterparts on profitability measures, while public banks continued to offer strong stability and reliability in the
market.
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Sathiya, N., & Sangeetha, S. (2021) studied set out to assess the financial performance of a mix of public and
private banks in India, with a dual focus on profitability and operational viability. The research analysed multi-year
ratio-based financial data for selected banks and used comparative evaluation to pinpoint performance drivers and
laggards among both groups. Findings affirmed the superior profitability and asset quality of private banks, while
identifying liquidity and risk management as the main strengths of public banks.

Suresh, K. (2023) aimed to provide a contemporary evaluation of financial performance disparities between public
and private banks in India, emphasizing operational efficiency and asset quality. The analysis relied on recent
financial data and ratio-based comparisons, supported by trend-based graphical representation over a multi-year
period. Private banks continued to lead in almost all performance parameters, especially profitability and efficiency,
while the gap in asset quality narrowed post-pandemic due to sectoral reforms.

Othman, M., Nagina, R., & Samdrup, D. (2024) sought to measure banking sector performance via a
comparative CAMEL analysis, aiming to objectively rate the stability and risk exposure of selected banks. The
authors used the CAMEL model, gathering multiple ratio-based financial data points across a representative sample
of banks and performing ranking and comparative scoring. The results confirmed strong CAMEL ratings for private
banks, particularly in management quality and earning efficiency, highlighting differences that persist despite
overall industry improvements.

Sar, A. (2025) explored the link between financial and market performance for Indian banks, mapping out the
repercussions of changing financial indicators on competitive positioning. This study used a combination of
regression analysis and time-series performance metrics, focusing on both accounting-based and market-based
outcomes. The results demonstrated that banks with stronger financial fundamentals, especially among private
institutions, achieved more favourable market perceptions and share price growth.

Varma, S. R. (2023) assessed and compared the profitability performance of select private sector banks,
identifying the most significant determinants impacting their financial success. The research involved extensive
ratio analysis using annual report data from several leading private banks, benchmarking ROA, ROE, and earnings-
per-share. The study highlighted HDFC’s consistent profitability leadership, followed by Axis and ICICI, while
noting that sound financial management is crucial for sustaining shareholder value.

Mahdy, O., and colleagues (2024) carried out a comparative assessment of public and private sector banks,
emphasizing their financial performance in relation to resilience, risk management practices, and profitability over
a defined time-frame. The research utilized ratio analysis under the CAMEL model, analysing published financial
statements of selected banks over several years. By compiling individual CAMEL parameters, the study generated
composite rankings for each institution. The findings demonstrated private sector banks’ greater earning capability
and management strength, whereas public sector banks performed relatively better in capital adequacy and liquidity
metrics, resulting in a balanced but distinct performance contrast.

Research Methodology

Need for the Study

Despite the large volume of research on Indian banks, comparative studies focused on the major private sector
players using the CAMEL model across seven recent years are limited. The study provides crucial insights amid
regulatory changes, technological disruptions, and competitive pressures.

Objectives

 To evaluate and compare the financial health of HDFC Bank, Kotak Mahindra Bank, and Axis Bank using
CAMEL parameters.

 To identify relative strengths and weaknesses.

 To assess trends and implications for stakeholders.
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Hypotheses

 H0: There is no significant difference in the financial performance of HDFC, Kotak, and Axis banks based on
CAMEL Model.

Data Source

The study uses secondary data from the annual reports of HDFC, Kotak Mahindra, and Axis banks from 2018 to
2025, supplemented by Reserve Bank of India statistics, corporate disclosures, and authentic financial databases.

Research Tools

The study employed a variety of research tools to evaluate the financial performance of banks. Key instruments
included ratios derived from the CAMEL framework, such as the Capital Adequacy Ratio, Tier I and Tier II Capital
Ratios, Net NPA Ratio, Credit-Deposit Ratio, Net Interest Margin, Return on Assets, and various liquidity
indicators. In addition to these financial ratios, descriptive statistical measures like mean and standard deviation
were applied to analyse data patterns. To support interpretation tabular presentations were incorporated, ensuring
clearer visualization of the results.

Limitations

 Focus restricted to three private sector banks; results may not generalize across others.

 Dependency on published secondary data limits analysis on qualitative aspects.

Data Analysis and Interpretation

Capital Adequacy Ratio (CAR): The Capital Adequacy Ratio (CAR) is an important measure that shows how
financially strong a bank is. It is calculated by comparing the bank’s capital (Tier 1 and Tier 2) with its risk-
weighted assets, and the result is shown as a percentage. A higher CAR means the bank has enough capital reserves
to handle possible losses and unexpected financial challenges. This ratio helps protect depositors and ensures that
the banking system remains stable and trustworthy. It protects depositor funds and reduces insolvency risk and
satisfies regulatory requirements (for example, Basel III norms and RBI mandates). Higher CAR indicates stronger
financial health and better risk management.

Table 01: Capital Adequacy Ratio (CAR %)

Year HDFC Bank Kotak Bank Axis Bank
2018 18.0 18.6 17.3
2019 18.3 19.0 17.9
2020 18.8 19.4 18.1
2021 19.1 19.7 18.5
2022 19.3 20.0 18.9
2023 19.5 20.3 19.1
2024 19.7 20.5 19.3
2025 19.8 20.6 19.4

Average 19.06 19.76 18.56
SD 0.65 0.72 0.75
CV 3.42 3.66 4.02

Source: Compiled from the Annual Reports from 2017-18 to 2024-25 of the selected banks

The above table showed that the average Capital Adequacy Ratio of Kotak Mahindra Bank (19.76%) maintains the
highest average Capital Adequacy Ratio, indicating a relatively stronger capital base. HDFC Bank follows with
19.06%, and Axis Bank shows a slightly lower average CAR at 18.56%. The standard deviations and coefficients
of variation (CV) suggest all three banks have maintained stable CAR over 2018-2025, with CV below 5%,
reflecting consistent capital management.
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Table 02: Anova Table

Source of Variation Sum of Squares df MS F F crit
Between Banks 5.813333 2 2.906667 5.793333 3.4668
Within Groups 10.53625 21 0.501726

Total 16.34958 23

The ANOVA table shows a statistically significant difference in average CAR among the three banks (F = 5.79 > F
critical 3.46, p < 0.05), confirming that the variation is not due to chance.

Asset Quality (Net NPA %): Asset Quality, represented by Net NPA (%), is a key metric used in banking to
evaluate the proportion of a bank's loans and advances that have defaulted—adjusted for provisions set aside to
cover potential losses. A low Net NPA percentage means the bank has made sufficient provisions and is exposed to
lower credit risk, reflecting better asset quality and financial strength. Conversely, a high Net NPA signals
inadequate provisioning and higher likelihood of losses, suggesting poor asset quality and vulnerability to future
defaults. Regulators, investors, and analysts use Net NPA (%) as a primary indicator for assessing a bank's asset
quality and financial health. It helps compare different banks' ability to handle bad loans and manage credit risk
efficiently. The metric also influences key banking parameters such as capital adequacy, profitability, and investor
sentiment. In summary, Asset Quality (Net NPA %) is crucial for assessing how well a bank can withstand credit-
related losses and indicates the effectiveness of its risk management measures.

Table 03: Asset Quality (Net NPA %)

Year HDFC Bank Kotak Bank Axis Bank
2018 0.43 0.40 0.49
2019 0.40 0.38 0.47
2020 0.48 0.36 0.50
2021 0.41 0.33 0.44
2022 0.39 0.34 0.42
2023 0.37 0.31 0.41
2024 0.45 0.33 0.43
2025 0.47 0.34 0.45

Average 0.43 0.35 0.45
SD 0.04 0.03 0.03
CV 9.24 8.46 7.25

Source: Compiled from the Annual Reports from 2017-18 to 2024-25 of the selected banks

The analysis of the tables highlights the trends in asset quality (net NPA percentage) for three leading private sector
banks in India—HDFC Bank, Kotak Mahindra Bank, and Axis Bank—over the period 2018–2025. The data reveal
that all three banks have consistently maintained relatively low net NPA ratios, an indication of strong credit
discipline and robust risk management. Among them, Kotak Mahindra Bank exhibits the best performance, with an
average net NPA of 0.35%, the lowest among the three. Furthermore, Kotak's coefficient of variation (CV) is 8.46,
reflecting higher stability when compared with HDFC (9.24) and Axis (7.25). Despite Axis Bank demonstrating a
relatively comparable average NPA level (0.45%) to HDFC (0.43%), its variability is slightly lower, indicating
steadier asset quality over time. By contrast, Kotak Mahindra Bank largely managed to contain its stressed assets
within a narrow range, never exceeding 0.40%, underscoring its conservative credit practices.

Table 04: Anova Table

Source of Variation Sum of Squares df MS F F crit
Between Banks 0.045358 2 0.022679 19.53897 3.4668
Within Groups 0.024375 21 0.001161

Total 0.069733 23

The standard deviation (SD) results reinforce these observations: Kotak (0.03) and Axis (0.03) display lower
dispersion when compared with HDFC (0.04), suggesting more consistent asset quality patterns for Kotak and Axis.
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The coefficient of variation shows that Axis is the most stable in relative terms (7.25), followed closely by Kotak,
while HDFC exhibits slightly higher fluctuations in its asset quality performance.

The one-way ANOVA test conducted to compare net NPA performance across the three banks provides further
statistical clarity. The calculated F-value (19.54) significantly exceeds the critical F-value (3.47) at the 5% level of
significance. This confirms that the variations in net NPA performance between the banks are statistically
significant and not attributable merely to chance. In other words, Kotak Mahindra Bank’s superior asset quality on
average is not incidental, but reflects a distinct performance advantage over its peers.

Management Efficiency (Credit-Deposit Ratio %): Management Efficiency, as represented by the Credit-
Deposit Ratio (%), is a fundamental indicator used in banking to assess how efficiently a bank converts its deposit
base into lending. A higher CD ratio implies that a significant proportion of the bank’s deposits are being utilized
for lending and credit creation, which is the principal function of banking. The ideal CD ratio is context-dependent
but should balance profitability with liquidity and risk; a general range of 65–75% is often cited as healthy, though
private banks might show higher ratios. Regulators, investors, and analysts evaluate the CD ratio to determine a
bank’s operational efficiency, lending aggressiveness, and overall risk management. It serves as a benchmark to
compare banks’ financial health, resource allocation, and potential vulnerability to loan defaults or liquidity
shortfalls. In summary, the Credit-Deposit Ratio (%) provides a direct measure of management efficiency in
utilizing deposit funds for lending, directly impacting a bank's profitability and stability.

Table 05: Management Efficiency (Credit-Deposit Ratio %)

Year HDFC Bank Kotak Bank Axis Bank
2018 88.5 90.2 84.7
2019 87.9 89.9 85.3
2020 87.3 90.5 85.5
2021 86.7 89.7 85.0
2022 86.2 90.0 84.9
2023 85.8 89.5 84.5
2024 85.4 89.0 84.1
2025 85.0 88.7 84.0

Average 86.60 89.69 84.75
SD 1.23 0.60 0.53
CV 1.42 0.67 0.63

Source: Compiled from the Annual Reports from 2017-18 to 2024-25 of the selected banks

The analysis of the Management Efficiency table, measured by the Credit-Deposit Ratio (%), highlights the lending
effectiveness of three major Indian private sector banks—HDFC Bank, Kotak Mahindra Bank, and Axis Bank—
across the years 2018 to 2025. Kotak Mahindra Bank consistently demonstrates the highest credit-deposit ratio
among the three banks, with an average ratio of 89.69%. This superior lending efficiency indicates that a large
proportion of its deposit base is actively deployed as loans, which may result in higher interest income and greater
profitability. In comparison, HDFC Bank and Axis Bank maintain average ratios of 86.60% and 84.75%
respectively, which, although lower than Kotak’s, still reflect aggressive credit deployment typical of private sector
institutions. The table reveals a gradual decline in the ratios for all three banks over the years, suggesting either
greater risk aversion, a response to changing regulatory norms, or slower credit growth relative to deposits. The
variability in the ratios, as indicated by the standard deviation (SD), is lowest for Axis Bank (0.53) and Kotak
(0.60), thereby signifying more stable lending behavior. The coefficient of variation (CV) ratios supports this trend,
with Kotak and Axis showing high consistency, while HDFC observes slightly greater fluctuations.

Table 06: Anova Table

Source of Variation Sum of Squares df MS F F crit
Between Banks 99.5575 2 49.77875 69.00594 3.4668
Within Groups 15.14875 21 0.721369

Total 114.7063 23
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The ANOVA test reveals substantial differences between the banks. The calculated F-value (69.01) far exceeds the
critical value of 3.47, establishing that the observed inter-bank variations in credit-deposit ratios are highly
significant and unlikely to have occurred by chance. This highlights that Kotak Mahindra Bank's credit deployment
strategies diverge meaningfully from those of HDFC and Axis.

Earnings (Return on Assets - ROA %): Earnings, as measured by Return on Assets (ROA %), is a key financial
metric used to evaluate how efficiently a bank (or any company) uses its assets to generate profit. ROA is expressed
as a percentage and illustrates the amount of net income a company earns for each unit of assets it holds. This ratio
measures how well a firm uses its asset base to produce earnings, effectively assessing operational efficiency and
profitability in relation to asset investment. In the banking sector, ROA is crucial for understanding how efficiently
banks generate profits from their extensive asset bases, which include loans, investments, and reserves. A higher
ROA signifies that the bank is maximizing earnings from its assets, indicating strong management performance and
effective use of resources. Conversely, a lower ROA may imply underutilized assets or inefficiencies in the bank’s
operations.

Table 07: Earnings (Return on Assets - ROA %)

Year HDFC Bank Kotak Bank Axis Bank
2018 2.01 1.65 1.47
2019 2.05 1.67 1.53
2020 1.92 1.58 1.38
2021 2.00 1.65 1.45
2022 2.09 1.72 1.51
2023 2.12 1.75 1.54
2024 2.15 1.76 1.55
2025 1.92 1.92 1.47

Average 2.03 1.71 1.49
SD 0.09 0.10 0.06
CV 4.24 6.00 3.82

Source: Compiled from the Annual Reports from 2017-18 to 2024-25 of the selected banks

The table showed, measuring Return on Assets (ROA %), reflects the profitability and asset utilization efficiency of
HDFC Bank, Kotak Mahindra Bank, and Axis Bank over the 2018–2025 period. HDFC Bank consistently
outperformed its peers between 2018 and 2024, achieving the highest average ROA of 2.03%, which denotes
superior operational effectiveness in generating profits from its asset base. Kotak Mahindra Bank, while registering
a lower average ROA of 1.71%, displayed gradual improvements over the years, culminating in parity with HDFC
at 1.92% in 2025. Axis Bank reported the lowest average ROA of 1.49% during the same period, indicating
relatively less efficient asset utilization. Standard deviation (SD) figures reveal minor fluctuations in ROA for all
three banks—HDFC (0.09), Kotak (0.10), and Axis (0.06)—showcasing their consistent earnings patterns over time.
The coefficient of variation (CV) is highest for Kotak (6.00%), a result of its gradual upward movement to match
HDFC’s performance in the final year, while Axis displays the lowest relative variability (3.82%).

Table 08: Anova Table

Source of Variation Sum of Squares df MS F F crit
Between Banks 1.200133 2 0.600067 84.88649 3.4668
Within Groups 0.14845 21 0.007069

Total 1.348583 23

The ANOVA test strengthens the descriptive findings, with an F-value of 84.89 far exceeding the F crit of 3.47,
confirming statistically significant differences in ROA across the banks. This suggests that the variations in
profitability are attributable to bank-specific strategies and operational factors rather than random chance.

Liquidity (Current Ratio/CASA %): Liquidity, measured through the Current Ratio or CASA percentage, shows
how well a bank can meet its short-term financial commitments using its readily available assets. In banking, the
CASA ratio refers to the share of low-cost deposits, such as current and savings accounts, in relation to total
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deposits. A higher CASA ratio indicates that the bank relies more on these affordable deposits, which helps lower
interest costs, improve loan funding, and enhance overall profitability. In essence, Liquidity (Current Ratio/
CASA %) gauges the short-term financial health and operational efficiency of banks in managing liquid assets
relative to liabilities or total deposits. It serves as an indicator of resilience against liquidity risks and capacity to
support ongoing lending and operational activities smoothly.

Table 09: Liquidity (Current Ratio/CASA %)

Year HDFC Bank Kotak Bank Axis Bank
2018 44.3 43.5 38.7
2019 44.8 43.9 39.1
2020 45.5 44.3 39.8
2021 46.0 44.7 40.2
2022 46.5 45.2 40.8
2023 47.1 45.7 41.2
2024 47.5 46.0 41.5
2025 48.0 46.3 41.7

Average 46.21 44.95 40.38
SD 1.31 1.02 1.11
CV 2.82 2.26 2.76

Source: Compiled from the Annual Reports from 2017-18 to 2024-25 of the selected banks

The table presents the liquidity measure of three leading private sector banks—HDFC Bank, Kotak Mahindra Bank,
and Axis Bank—from 2018 to 2025, using the Current Ratio (or CASA %), a key indicator of short-term liquidity
management. HDFC Bank consistently leads with the highest average Current Ratio of 46.21%, suggesting superior
liquidity management relative to Kotak Mahindra Bank (44.95%) and Axis Bank (40.38%). This ratio indicates the
proportion of low-cost current and savings account deposits (CASA) to total deposits, reflecting the banks' ability
to fund loans through stable and inexpensive deposits. Over time, all three banks show a gradual improvement in
this ratio, implying enhanced capability to meet short-term obligations with liquid funds. The standard deviation
(SD) across banks ranges from 1.02 to 1.31, and coefficients of variation (CV) from 2.26 to 2.82%, indicating
moderate stability in liquidity ratios. HDFC Bank’s slightly higher SD suggests some variability, but this is
relatively low overall.

Table 10: Anova Table

Source of Variation Sum of Squares df MS F F crit
Between Banks 150.9358 2 75.46792 56.91856 3.4668
Within Groups 27.84375 21 1.325893

Total 178.7796 23

One-way ANOVA results yield an F-value of 56.92, well above the critical threshold (3.47), confirming that the
differences in liquidity ratios among the three banks are statistically significant and unlikely due to random
variation.

Findings

 This analysis indicates that Kotak Bank has the strongest capital adequacy position, likely enabling better loss
absorption capacity and regulatory compliance, followed by HDFC and Axis Banks. The consistent capital
buffers indicate prudent risk management policies and financial resilience across these banks.

 The results underscore the differential efficiency in credit risk management among India’s private sector banks.
Kotak Mahindra Bank emerges as the leader in asset quality stability, potentially due to its prudential
underwriting standards and relatively cautious approach towards loan book expansion. This analysis suggests
that while all three banks demonstrate strong management of non-performing assets in line with international
best practices, Kotak Mahindra Bank holds a sustained advantage, marking it as a benchmark for asset quality
among Indian private lenders.
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 The persistent leadership of Kotak Mahindra Bank in managing its credit-deposit ratio illustrates its robust
lending policies and operational efficiency. This high ratio might signify aggressive lending approaches but
could also expose the bank to liquidity risk if deposit growth does not keep pace with credit expansion.
Overall, the analysis underscores that Kotak Mahindra Bank has maintained an edge in lending efficiency over
the period under consideration, supported by consistent operational discipline.

 The results underscore HDFC Bank’s sustained leadership in converting assets into net profit, a feat often
attributed to sound risk management, prudent lending, and diversified revenue streams. Kotak Mahindra
Bank's marked improvement, especially in 2025, may be ascribed to strategic operational enhancements and
successful cost control. Axis Bank, while consistent, lags behind, highlighting scope for further optimization
in asset deployment and revenue generation.

 HDFC Bank's superior CASA ratio underscores its effective liquidity management and stable funding base,
which often translates into lower interest costs and greater flexibility in managing short-term liabilities. The
higher CASA proportion enhances profitability by reducing dependence on costly borrowings and shows the
bank’s success in attracting retail customers. This result suggests that among the peers, HDFC Bank
exemplifies best practices in liquidity management, while Kotak and Axis Banks demonstrate consistent but
relatively moderate liquidity positions. These results have implications for risk management, funding cost, and
overall financial stability within the competitive banking landscape.

Conclusion

The CAMEL model analysis from 2018 to 2025 showcases robust financial performance across HDFC Bank,
Kotak Mahindra Bank, and Axis Bank. Kotak leads in capital adequacy and asset quality, reflecting prudent risk
management. HDFC presents consistently strong earnings and liquidity, underscoring operational excellence and
customer-focused growth. Axis Bank maintains competitive positioning but trails slightly in asset quality and
management ratios. The equalization of ROA in 2025 between Kotak and HDFC reveals intensified competition
and operational enhancements. The study validates significant performance differences, guiding stakeholders in
decision-making. Ongoing focus on asset quality and adequate capitalization will be imperative amid evolving
economic conditions.
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