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New private sector banks have gained significantshare ...
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Assets shift dramatically towards new private sector banks




Private sector banks have been more profitable, with superior asset quality ...

2.2% -

1.7% 1

1.2% A

0.7% ¢

0.2%

Return on Assets

(%)

—2&— Foreign

—&— Private sector
2.1%
—X— Public sector

6%,
1.6%

KX A
1.4%
A

1.2%

1.1%

11%1.19
y Lgu 1Y

0.8% /1.0%

Q8% 10%

0.8% T 0.9%

0.4%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

4.0%

3.5%

3.0%

2.5%

2.0%

1.5%

Asset quality (Non-Performing Loans)

(% of Advances)

GNPA % of Gross Advances

—— Public Sector Banks

——Private Sector Banks

Q3F10 QIF11 Q3F11

Q1F12 Q3F12 QIF13 Q3F13



... partly due to mix of businesses while maintaining operational efficiency

Ratio of Non-interest Income to Operating Expense
(Fee incomes + Trading profits) (%)
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How did this happen?
Five key drivers of success of new private sector banks
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Operational efficiency increasingly achieved through centralisation of processes

Degree of centralization in early years

Typical new private Typical public
Banking activities sector bank sector bank

« Demand Draft / Pay Order issues 10
» Account opening
* Inward clearing queries

» Cash reconciliation 81

» Payment of branch bills

» Outward clearing data entry and verification

* Internal transfers processing P _

 Printing bulk Demand Drafts and Pay Orders

« System related activities, e.g.commissions
and charges

» Tax Deduction at Source (TDS) certificates
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