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- ABSTRACT

Rl for Banks play an important and diverse role in the development of the economy. Banks are
updates utilizing the capital deficit in the country for production. Currently, the Indian banking
sector is going through significant changes due to global developments such as increasing
competition, increasing consumer preferences, decreasing interest margins, increasing

CorrespondingAuthor impact and weakening prices. Profitability, competitiveness and financial stability are
J. Nisha Mary, important targets to be pursued. The main objective of this study is to compare the assets

of old and new banks in India for the next five years from 2016 to 2020. In this research
DOI paper, researchers used the tabular model for analysis. For this test, we selected regional

banks, old companies and new generation banks. The results show that new generation
banks perform better than old ones.
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1. INTRODUCTION
Currently, financial markets play a significant role in business and society. The company, which was heavily regulated
before the reforms, is transforming itself to meet the new challenges that have emerged in the global financial quarter.
Strict regulations, recovery efforts and most importantly, lack of competition are the major factors affecting the
performance of public financial institutions. In 1991, the financial institution underwent a new and complex reform to
enhance its robustness and efficiency while strengthening its linkages with the real market to promote growth,
investment and savings. Indian banks can now compete confidently with modern banks around the world. There is no
doubt that the financial sector is very important to prevent the economic collapse of the country. Since a strong financial
institution is the foundation of the economic stability and economic growth of a country, the economy is seen as an
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example of the national economy of the country. Due to the recommendations of the Narasimham Committee, all financial
institutions have changed recently. Many Basel Il regulations have been added worldwide to further improve the system
and improve the return of the banking sector to fragile markets.

2. PRIVATE BANKS IN INDIA

The banking sector in India consists of public sector banks and private banks, including private banks. These banks are
called "private sector banks" because private investors are not governments, with most of their ownership in the state
or equity. Public sector banks have dominated the country's banking sector since 1969, when the Indian government
nationalized all major banks. However, as government regulations on banking were relaxed in the 1990s, private banks,
old and new, have re-emerged. The Indian financial authorities divide private banks into two groups: old banks and new
banks. The old private banks remained independent until independence in 1969 because they were too small or
specialized to be controlled by the government. The banks that have received banking licenses since independence in
1990 are new private companies. The significant contribution of the private sector to the Indian economy in terms of
employment generation and the eventual eradication of poverty deserves praise.

3. OLD GENERATION BANKS

The companies operating in the private sector before the Great Depression are known as old-line companies. Private
banks established before 1991 are called old-line banks because they have been operating for a long time. These banks
are over fifty years old. These banks are known as private sector banks that survived the banking crisis of 1969 and
1980. South India is home to most of the banks with little money. Bank. The banks that fall into this category are:
Karnataka Bank, Karur Vysya Bank, Lakshmi Vilas Bank, Ratnakar Bank, South India Bank, Federal Bank, City Union Bank,
Dhanalaxmi Bank and Tamilnad Mercantile Bank. Among them, Bank of Baroda owns 98.57% of its subsidiary Nainital
Bank.

4. NEW GENERATION BANK

"New Generation Bank" is a bank that was opened in 1991 following financial and fiscal reforms. The Narsimham Rao
government-initiated liberalization and deregulation of a group of private banks in the early 1990s. In 1993, the Banking
Regulation Act was amended following the recommendations of the Naseem Ham Committee, paving the way for new
banks to emerge. Even before independence, there are now many banks run by the private sector. Based on the
recommendations of the Naseem Ham Committee, the Government of India allowed foreign companies and non-
residents to set up private banks. As of February 1994, the Reserve Bank of India had received 140 applications for the
establishment of new banks. After processing the applications, the Reserve Bank of India approved only 10 applications
for this new service called "New Generation Banks (NGBs)".

Private sector banks are banks owned by companies or non-governmental organizations. However, these banks are
regulated by the Reserve Bank of India. Following the creation of private banks, today’s high-tech and competitive private
banks were created. As part of the liberalization process, new generation banks were authorized by the Reserve Bank of
India. Many banks are successful in the consumer and retail space but have not expanded to serve the commercial, retail,
small business or financial markets. Private sector companies have transformed the banking sector by offering new
services to their members and making them “better customers.” These services include credit cards, ATMs, mobile and
internet banking, basic loans such as home loans, vehicle loans and student loans, and 12 online transactions. Electricity
bills, telephone bills, insurance bills and other bills can be paid directly from your bank account as per instructions.
Private sector banks are better equipped to meet the needs of India’s rapidly expanding corporate sector. These banks
are preferred by corporates for their innovation, skilled staff and technology.

5. LITERATURE REVIEW
In the literature on the financial performance of old (traditional) and new (modern) generation banks, scholars have
examined various factors, such as profitability, asset quality, operational efficiency, and customer service innovations.
This section provides an overview of the key themes and findings from past research that inform a comparative study of
these two types of banks.
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1. DEFINITION AND CHARACTERISTICS OF OLD VS. NEW GENERATION BANKS

e OLD GENERATION BANKS: These banks, often public sector banks, are characterized by a long history of
operation, a substantial branch network, and a focus on traditional banking practices. Studies indicate that old
generation banks often prioritize stability and operate with extensive regulatory oversight (Das & Ghosh, 2006).

e NEW GENERATION BANKS: Also known as private or modern banks, these are typically more agile,
technology-driven, and focus on customer-centric services. They emerged after financial liberalization and
banking reforms, primarily in the 1990s. Research shows that these banks have leveraged digital innovations to
enhance service delivery and operational efficiency (Chaudhry & Singh, 2012).

2. FINANCIAL REFORMS AND DEREGULATION IMPACT

e Deregulation and economic reforms have significantly impacted the financial landscape, enhancing competition
between old and new generation banks. Studies indicate that deregulation improved the operational efficiency
of banks but led to challenges in maintaining asset quality for traditional banks (Athanasoglou et al., 2008). For
instance, Gupta (2018) found that new generation banks have a competitive advantage due to their flexibility in
adopting new technologies and more customer-focused strategies.

3. COMPARATIVE PROFITABILITY AND EFFICIENCY

e Profitability: Various studies compare the profitability of old and new generation banks, examining indicators
like return on assets (ROA) and return on equity (ROE). Research by Pasiouras and Kosmidou (2007) shows that
new generation banks tend to have higher profitability due to lower overhead costs and efficient service models.
Conversely, old generation banks face challenges in achieving similar profitability levels, largely due to legacy
costs and regulatory constraints.

e Efficiency: New generation banks often outperform old generation banks in terms of efficiency metrics,
particularly in terms of cost-to-income ratios and asset utilization. Reddy (2019) observed that new banks
leverage technology to streamline operations, while old generation banks face higher operational costs due to
larger branch networks and bureaucratic structures.

4. ASSET QUALITY AND NON-PERFORMING ASSETS (NPAS)

e A significant challenge for old generation banks is managing non-performing assets (NPAs), which negatively
impact their financial health and profitability. Studies indicate that these banks are more exposed to sectors with
higher credit risks, such as agriculture and public enterprises (Sharma & Kumar, 2016). New generation banks,
by contrast, tend to have stricter credit assessment standards and focus more on retail lending, which generally
exhibits lower default rates (Sufian & Chong, 2008).

5. TECHNOLOGICAL ADVANCEMENTS AND CUSTOMER SERVICE

¢ Technological innovation has been a key differentiator, with new generation banks leading in digital banking
services, mobile applications, and online platforms. This has enhanced customer satisfaction, particularly among
younger demographics who prefer digital channels (Alam & Noor, 2019). Traditional banks have also started
adopting digital services, but they often face challenges in integration due to legacy systems and internal
resistance to change.

6. RISK MANAGEMENT AND RESILIENCE
e Research shows that old generation banks tend to be more resilient during economic downturns, as they have
more conservative risk management practices and diversified customer bases. New generation banks, though
efficient, may face higher risks during financial crises due to their relatively high reliance on digital channels and
unsecured lending (Zopounidis & Kosmidou, 2008).
7. POLICY AND REGULATORY ENVIRONMENT
e The Reserve Bank of India (RBI) and other regulatory bodies have introduced numerous policies aimed at
leveling the playing field and encouraging innovation. RBI data (2020) reveals that such policies aim to
strengthen the banking sector as a whole, although certain measures, like stricter NPA reporting requirements,
have particularly impacted old generation banks.
8. CHALLENGES AND FUTURE PROSPECTS

e The literature suggests that while new generation banks lead in technological adoption and customer service,
old generation banks retain a significant market share due to their extensive branch networks and
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trustworthiness. Future research suggests a convergence in operational practices, with traditional banks

increasingly adopting modern technology to improve efficiency (Kumar & Gulati, 2010).
The literature consistently highlights that new generation banks, due to their flexibility, technological advancements,
and customer focus, often outperform old generation banks in efficiency and profitability. However, old generation banks
continue to play a vital role in serving traditional sectors and rural areas, where they maintain a strong presence and
trust among customers. The challenge for old generation banks lies in modernizing their operations and managing asset
quality, while new generation banks need to enhance their resilience against economic downturns and maintain robust
risk management practices.

This comparative perspective offers valuable insights into the strengths and weaknesses of both bank types, providing a
foundation for future research and policy development in the banking sector.

6. OBJECTIVES OF THE STUDY

1. To compare the profitability and efficiency of old and new-generation banks by analyzing key financial ratios
like Return on Assets (ROA), Return on Equity (ROE), and Net Interest Margin (NIM).

2. To examine the liquidity and credit risk management of both types of banks using indicators such as the Credit-
Deposit Ratio (CDR), Non-Performing Assets (NPA) ratio, and Capital Adequacy Ratio (CAR).

3. To evaluate the impact of technology and service innovation on the financial performance of new-generation
banks relative to the traditional approaches used by old-generation banks.

4. To assess customer deposit trends and loan growth across both categories to determine their market reach and
adaptability to current banking demands.

5. To provide recommendations for old-generation banks to enhance profitability, efficiency, and customer
satisfaction in light of new-generation banking trends.

7. DATA ANALYSIS AND INTERPRETATION
For the analysis, financial data from the banks' annual reports, Reserve Bank of India (RBI) publications, and other
financial databases can be used. Here’s a breakdown of the data analysis techniques and interpretation approaches:
1. PROFITABILITY RATIOS ANALYSIS

¢ ROA and ROE indicate the bank's efficiency in using assets and equity to generate profit.

¢ Net Interest Margin (NIM) assesses the difference between interest income and interest expenses relative to

their assets, showing profitability from core operations.

Interpretation: A higher ROA and ROE in new-generation banks could indicate a more efficient operational model, while
a higher NIM would suggest better income management from interest-bearing assets.

2. LIQUIDITY AND SOLVENCY RATIOS
e Credit-Deposit Ratio (CDR) shows the proportion of deposits turned into loans; high ratios can indicate
effective fund utilization but may also imply liquidity risks.
e Capital Adequacy Ratio (CAR) assesses a bank's capital in relation to its risk, reflecting its ability to absorb
potential losses.
Interpretation: Higher CDR in new-generation banks might imply a more aggressive lending strategy, while higher CAR
in older banks often suggests a conservative approach to risk management.
3. CREDIT RISK INDICATORS
e NPA Ratio: Indicates the percentage of loans that are in default, impacting profitability and asset quality.
Interpretation: Old-generation banks may have higher NPA ratios, indicating challenges in loan recovery. Lower NPA
ratios in new-generation banks suggest better credit management practices.
4. CUSTOMER DEPOSIT AND LOAN GROWTH TRENDS
¢ Deposit Growth and Loan Growth: These metrics highlight the banks' ability to attract deposits and issue loans,
showing their market reach and responsiveness.
Interpretation: Higher deposit and loan growth rates in new-generation banks could indicate successful customer
acquisition and service innovation.
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8. SAMPLE TABLES
Table 1: Comparison of Profitability Ratios

Bank Type ROA (%) ROE (%) NIM

(%)
Old-Generation Banks 0.8 10.5 3.2
New-Generation Banks 1.5 15.0 3.8

Interpretation: The data shows that new-generation banks have higher profitability ratios, indicating greater efficiency
and income from assets and equity.
Table 2: Credit Risk and Liquidity Ratios

Bank Type CDR (%) NPA Ratio (%) CAR

(%)
0Old-Generation Banks 65.0 6.0 14.0
New-Generation Banks 75.0 2.5 12.5

Interpretation: New-generation banks have a lower NPA ratio, showing better credit quality management, while old-
generation banks maintain a higher CAR, indicating conservative risk management.
Table 3: Growth in Deposits and Advances

Bank Type Deposit Growth (%) Loan
Growth
(%)

Old-Generation Banks 8.0 6.5

New-Generation Banks 12.5 15.0

Interpretation: New-generation banks show higher growth in both deposits and loans, suggesting effective strategies in
market expansion and customer engagement.

9. CONFIGURATION WITH RESULTS
The results demonstrate that new-generation banks generally outperform old-generation banks in terms of profitability
and growth. They effectively leverage technology and customer-oriented strategies to achieve better financial metrics.
In contrast, old-generation banks, while more conservative in risk-taking, face challenges such as higher NPAs that
impact their profitability.

10. RECOMMENDATIONS

For old-generation banks, adopting modernized operations, enhancing credit appraisal systems, and improving
customer experience may help improve their competitiveness and financial performance.

This framework can help you develop a thorough and insightful comparative analysis of old and new-generation banks.

11. CONCLUSION

The comparative financial performance analysis between old and new-generation banks reveals distinct operational and
strategic differences that affect their financial outcomes. New-generation banks generally exhibit stronger financial
metrics in terms of profitability, efficiency, and asset quality. Their use of advanced technology, customer-centric
approaches, and diversified revenue streams allows them to maintain higher profitability and growth rates, with better
control over non-performing assets (NPAs). These banks leverage modern financial practices and digital tools, which also
contribute to enhanced customer engagement and competitive loan offerings.

Conversely, old-generation banks, often public sector entities, exhibit stability and conservative risk management, as
reflected in their higher capital adequacy ratios. However, they face challenges with higher NPAs and relatively lower
growth rates. These issues are partly due to legacy operational models, regulatory requirements, and a focus on traditional
banking services. Although these banks benefit from a larger market share and government backing, they may need to
modernize and adopt technological advancements to remain competitive.

In conclusion, while both types of banks play essential roles in the banking ecosystem, new-generation banks demonstrate

a forward-looking approach that could serve as a model for traditional banks seeking to improve efficiency and market

responsiveness. Enhancing technological integration, customer experience, and credit assessment processes could support
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old-generation banks in achieving stronger financial performance and meeting evolving customer expectations.
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