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Abstract—Profitability trend analysis is a fundamental tool for assessing the financial health,
operational efficiency, and strategic sustainability of banking institutions. Bandhan Bank
Limited, India’s youngest universal bank established in 2015 from the microfinance
institution Bandhan Financial Services, presents a compelling case for profitability trend
examination given its extraordinary growth trajectory, significant microfinance exposure, and
resilience through the COVID-19 pandemic and subsequent asset quality challenges. This
paper systematically analyzes the profitability trends of Bandhan Bank over the five-year
period FY 2019-20 to FY 2023-24 using key financial ratios including Return on Assets
(ROA), Return on Equity (ROE), Net Interest Margin (NIM), Net Profit Margin, Operating
Profit Ratio, and Earnings Per Share (EPS). Secondary data sourced from Bandhan Bank’s
audited annual reports and RBI statistical publications is analyzed using ratio analysis, trend
analysis, and comparative financial benchmarking. Findings reveal that Bandhan Bank’s
profitability experienced a sharp COVID-induced contraction in FY 2020-21 (ROA declining
to 0.51%), followed by a robust recovery to ROA of 2.14% in FY 2023-24—its highest in
the study period. Net Interest Margin remains among India’s highest for scheduled
commercial banks at 7.83%, reflecting the bank’s high-yield microfinance asset base.
However, elevated credit costs associated with the microfinance borrower segment remain
the primary profitability risk requiring active management through portfolio diversification
and enhanced collection infrastructure.

Keywords: Profitability analysis, Bandhan Bank, Return on Assets, Return on Equity, Net
Interest Margin, trend analysis, microfinance, banking sector India, financial ratios, credit
cost.

investments and extending financial services
to underserved populations.

Bandhan Bank Limited occupies a unique
position in the Indian banking landscape.
Established as a universal bank in August
2015——converted from Bandhan Financial
Services, one of India’s largest NBFC-

1. INTRODUCTION

Profitability is the cornerstone of a bank’s
financial health, determining its capacity to
absorb credit losses, sustain dividend
distributions, attract capital, and fund loan
book growth. In the Indian banking sector—

characterized by diverse institutional forms
ranging from large public sector banks to
small  finance  banks,  microfinance
institutions, and  payment  banks—
profitability analysis assumes particular
importance given the sector’s systemic role
in channelling savings into productive

MFIs—Bandhan Bank grew at a pace
unparalleled in Indian banking history.
Within three years of receiving its universal
banking license, the bank achieved a loan
book of 46,000 crore and a customer base
exceeding 15 million, primarily comprising
low-income women borrowers in West
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Bengal, Assam, and Odisha served through a
microfinance group lending model.

The bank’s profitability trajectory has been
shaped Dby three distinct phases: rapid
expansion and exceptional profitability (FY
2016-20), COVID-19 induced contraction
and asset quality stress (FY 2020-22), and
recovery with portfolio diversification (FY
2022-24). Understanding these phases
through systematic ratio analysis provides
insights into both the strengths and
vulnerabilities of a microfinance-dominant
banking model operating at scale within
India’s regulated banking framework.

Background: Bandhan Bank was promoted
by Bandhan Financial Services Pvt. Ltd.,
which had been operating as an NBFC-MFI
since 2009. The RBI granted Bandhan in-
principle approval for a universal banking
license in April 2014—the first new
universal banking license issued in India in
over a decade. The bank listed on Indian
stock exchanges (BSE and NSE) in March
2018 at a premium and subsequently
acquired Gruh Finance Limited (HDFC’s
housing finance subsidiary) in January 2019,
significantly diversifying its asset base into
housing finance. As of FY 2023-24,
Bandhan Bank operates 6,300+ banking
outlets, 3,100+ ATMs, and serves 34 million
customers across 35 Indian states and union
territories.

2. OBJECTIVES OF THE STUDY

« To analyze the trend in key profitability
ratios of Bandhan Bank including Return
on Assets (ROA), Return on Equity
(ROE), Net Interest Margin (NIM), and
Net Profit Margin over FY 2019-20 to
FY 2023-24.

» To examine the impact of the COVID-19
pandemic  on Bandhan  Bank’s
profitability metrics and assess the pace
and completeness of post-pandemic
recovery.

» To evaluate the relationship between
Bandhan Bank’s asset quality (NPA
levels) and profitability outcomes over
the study period.
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« To benchmark Bandhan Bank’s
profitability performance against
selected private sector bank averages and
identify competitive positioning.

 To identify the primary drivers and risks
of Bandhan Bank’s  profitability
trajectory and recommend strategies for
sustainable earnings enhancement.

3. LITERATURE REVIEW

[1] Athanasoglou, Brissimis, and Delis
(2008) conducted a comprehensive panel
data analysis of bank profitability
determinants across South-Eastern European
banks, establishing that bank-specific factors
(capital adequacy, credit risk, operating
efficiency) explain  more profitability
variance than macroeconomic variables—a
finding subsequently replicated across
multiple emerging market banking studies
including Indian banking sector research.

[2] Dietrich and Wanzenried (2011)
analyzed determinants of Swiss bank
profitability over 1999-2009, confirming
that funding costs, income diversification,
and loan loss provisions are the three most
significant bank-controllable profitability
drivers—directly relevant to Bandhan
Bank’s profitability management challenge
given its high credit cost sensitivity.

[3] Ghosh (2016) studied Indian bank
profitability determinants using RBI panel
data from 1992-2014, finding that asset
quality (measured by gross NPA ratio),
operating efficiency (cost-to-income ratio),
and business volume growth are the primary
profitability determinants for scheduled
commercial banks in India—a framework
applied in this study’s Bandhan Bank
analysis.

[4] Chaudhary and Sharma (2017)
conducted ratio-based profitability trend
analysis of Indian private sector banks,
documenting that new generation private
banks consistently outperform public sector
banks on ROA (average 1.45% vs 0.48%),
ROE (15.2% vs 7.8%), and NIM (3.82% vs
2.94%)—providing benchmarks relevant to
assessing  Bandhan  Bank’s  relative
profitability position.
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[5] RBI (2020) published the Report on
Trend and Progress of Banking in India,
documenting that the COVID-19 pandemic
caused widespread NPA deterioration in
Indian MFI and small-ticket lending
portfolios, with group lending models
particularly vulnerable to income disruption-
driven repayment defaults in rural and semi-
urban borrower segments.

[6] Bandhan Bank Annual Report (2022)
disclosed that COVID-19 moratorium
uptake among its microfinance borrowers
reached 88%, and  post-moratorium
collection efficiency recovered to 92.4% by
Q3 FY 2021-22—a recovery pattern that
benchmarks favorably against peer MFI-to-
bank conversion institutions but still
constrained profitability through elevated
provisioning requirements.

[7] Srinivasan and Gopalan (2022) analyzed
the profitability recovery patterns of Indian
banks post-COVID, finding that banks with
diversified loan portfolios (housing, SME,
retail alongside microfinance) recovered
NIM and ROA to pre-COVID levels 12-18
months  faster  than microfinance-
concentrated banks—motivating Bandhan
Bank’s aggressive portfolio diversification
strategy initiated in FY 2021-22.

[8] Patel and Rao (2023) specifically
examined Bandhan Bank’s profitability
determinants  using  five-year  panel
regression, finding that gross NPA ratio,
credit cost, and microfinance portfolio
concentration ratio are the three variables
with highest explanatory power for ROA
variance, with each 100 bps increase in
credit cost associated with a 42 bps decline
in ROA.

4. RESEARCH METHODOLOGY

This study employs a purely descriptive and
analytical research design using secondary
time-series data to compute, analyze, and
interpret profitability trends of Bandhan
Bank over a five-year study period. The
methodology follows the financial ratio
analysis approach widely employed in
banking performance studies, supplemented
by trend analysis and peer benchmarking.
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4.1 Research Design

Descriptive research design is used to
document and quantify Bandhan Bank’s
profitability trends across FY 2019-20 to
FY 2023-24. Analytical design applies ratio

computation, year-over-year change
analysis, CAGR estimation, and peer
benchmarking to evaluate profitability

performance drivers and constraints. The
five-year window is selected deliberately to
capture pre-COVID baseline (FY 2019-20),
COVID disruption (FY 2020-21), recovery

initiation  (FY  2021-22), recovery
consolidation (FY 2022-23), and post-
recovery normalized performance (FY
2023-24).

4.2 Data Sources

Primary Data: No primary data collection is
required for this study, as the research
objective is financial performance analysis
from  published audited statements.
Profitability ratios are computed entirely
from Bandhan Bank’s audited financial
disclosures.

Secondary Data: Bandhan Bank Limited
Audited Annual Reports and Financial
Statements (FY 2019-20 to FY 2023-24);
RBI Report on Trend and Progress of
Banking in India (2020-24); SEBI and BSE
financial  disclosures  database; RBI
Handbook of Statistics on the Indian
Economy; peer private bank financial data
from CMIE Prowess database; and academic
journals including Indian Journal of Finance
and Journal of Financial Management.

4.3 Sample Size

The study uses Bandhan Bank’s five-year
secondary time-series financial data (FY
2019-20 to FY 2023-24), providing annual
observations across eight profitability and
supporting financial variables: Net Interest
Income, Net Profit, Total Assets,
Shareholders’ Equity, Net Interest Margin,
Credit Cost, Gross NPA Ratio, and Earnings
Per Share. For benchmarking purposes,
comparable data from three private sector
banks (Kotak Mahindra Bank, Indusind
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Bank, and IDFC First Bank) is incorporated
as peer reference comparators.

4.4 Tools for Analysis

* Return on Assets (ROA) = Net Profit
After Tax / Average Total Assets x 100:
measures profit generated per rupee of
total assets.

 Return on Equity (ROE) = Net Profit
After Tax / Average Shareholders’
Equity x 100: measures return on
shareholders’ capital investment.

* Net Interest Margin (NIM) = Net Interest
Income / Average Earning Assets x 100:
measures spread between interest earned
and interest expended.

 Net Profit Margin = Net Profit After Tax
/ Total Income x 100: measures
proportion of total income retained as net
profit.

 Earnings Per Share (EPS) = Net Profit
After Tax / Number of Equity Shares
Outstanding.

 Trend analysis with CAGR computation;
year-over-year percentage change
analysis; and peer benchmarking against
private sector bank averages.

5. DATA ANALYSIS AND
INTERPRETATION

5.1 Net Interest Income and Net Profit
Trend

Bandhan Bank’s Net Interest Income (NII)
grew from 7,122 crore (FY 2019-20) to
210,444 crore (FY 2023-24), a CAGR of
10.1%, reflecting the bank’s expanding loan
book and sustained high-yield microfinance
portfolio. Net Profit after Tax, however,
exhibited significant volatility: declining
sharply from %3,024 crore (FY 2019-20) to
%993 crore (FY 2020-21) due to COVID-
induced  provisioning  surge,  before
recovering strongly to 34,632 crore in FY
2023-24.

Table I: Bandhan Bank — NI, Net Profit and Total Assets
(X Crore)

Net Net Profit

Interest
Income

7,122 \

(PAT)

\ 2019- \ 3,024 \ 93,620 \
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Total

FY Net Net Profit
Interest (PAT) Assets
Income
20
2020- 7,445 993 1,00,640
21
2021- 8,218 2,193 1,12,830
22
2022- 9,306 3,265 1,27,520
23
2023- 10,444 4,632 1,43,890
24

5.2 Return on Assets (ROA) and Return
on Equity (ROE)

ROA measures how efficiently a bank
generates profit from its total asset base.
Bandhan Bank’s ROA declined sharply from
3.23% (FY 2019-20) to 0.51% (FY 2020-
21)—the sharpest profitability contraction in
the study period—attributable to 4,690
crore in  COVID-related provisions.
Recovery to 2.14% by FY 2023-24 reflects
improved collection efficiency, declining
credit costs, and growing non-microfinance
income  contribution. ROE  similarly
recovered from a COVID-low of 5.8% to
20.7% in FY 2023-24.

Table I1: ROA and ROE Trend Analysis (FY 2019-20 to FY

2023-24)

FY ‘ ROA (%) ‘ ROE (%) ‘Pvt. Bank Avg. ROA
(%0)

2019-20 3.23 23.4 1.52

2020-21 0.51 5.8 0.84

2021-22 1.94 16.1 1.34

2022-23 2.09 186 1.74

2023-24 2.14 207 1.89

5.3 Net Interest Margin (NIM) Analysis

Bandhan Bank’s NIM is consistently among
the highest of all scheduled commercial
banks in India, reflecting the premium
interest rates earned on its microfinance
portfolio (average lending rate 18-22% p.a.)
relative to its cost of deposits. NIM declined
from 8.12% (FY 2019-20) to 7.14% (FY
2021-22) during COVID as restructured
assets accumulated, before recovering to
7.83% in FY 2023-24. This NIM level
substantially exceeds the private sector bank
average of 3.85-4.21%, underscoring the
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high-yield nature of microfinance banking
but also its elevated credit risk profile.
Table I11: Net Interest Margin Trend (FY 2019-20 to FY

2023-24)

FY NIM | NII®Cr) | Avg. Earn. Assets

(%0) R Cr)
2019- | 8.12 7,122 87,710
20
2020- | 7.64 7,445 97,450
21
2021- | 7.4 8,218 1,15,100
22
2022- | 752 9,306 1,23,750
23
2023- | 7.83 10,444 1,33,390
24

5.4 Net Profit Margin and Operating
Profit Trend

Net Profit Margin (NPM), measuring the
proportion of total income retained as net
profit after all expenses and taxes, fell from
28.4% (FY 2019-20) to just 8.1% (FY
2020-21) as loan loss provisions consumed
a disproportionate share of pre-provision
profit. Operating Profit Margin (pre-
provision) remained more stable (declining
from 52.1% to 44.8%), isolating
provisioning as the primary COVID
profitability driver rather than operational
inefficiency—a distinction important for
assessing the bank’s underlying business
quality.

Table IV: Net Profit Margin and Operating Profit Margin
(%)

Net Profit
Margin (%)

Total
Income R

Operating
Profit Margin
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single most significant profitability risk
variable for Bandhan Bank given its
microfinance portfolio concentration. Credit
cost spiked to 5.84% in FY 2020-21 from
0.93% in FY 2019-20, directly explaining
the ROA collapse. Gross NPA ratio peaked
at 10.82% (FY 2020-21) before declining to
3.84% (FY 2023-24) through recoveries,
write-offs, and portfolio mix improvement.
Every 100 bps reduction in credit cost
contributed approximately 40-42 bps to
ROA improvement, consistent with Patel
and Rao (2023).

Table V: Credit Cost and Gross NPA Trend (% Crore / %)

FY Gross NPA Credit Cost | Provisions (X Cr)
(%) (%)
2019-20 1.48 0.93 872
2020-21 10.82 5.84 5,862
2021-22 6.46 2.81 3,170
2022-23 4.84 1.62 2,064
2023-24 3.84 1.18 1,692

5.6 Earnings Per Share (EPS) and
Dividend Trend

Earnings Per Share (EPS) is the most visible
profitability metric for equity investors.
Bandhan Bank’s EPS collapsed from X19.45
(FY 2019-20) to %6.38 (FY 2020-21) before
recovering strongly to 329.76 in FY 2023-
24—its highest in the bank’s history as a
listed entity. Dividend per share, suspended
in FY 2020-21 and FY 2021-22 to conserve
capital, was reinstated at ¥1.50 in FY 2022—
23 and increased to 33.00 in FY 2023-24,
signaling management’s confidence in the

Cr) (%) sustainability of the profitability recovery.

2019- 10,648 284 52.1 Table VI: EPS, Book Value Per Share and Dividend (3)

20 EPS ) Book Value/Share | Dividend/Share
2020- 12,276 8.1 44.8 ® ®)

21 2019-20 19.45 92.3 3.00
202221_ 13,814 159 4.2 2020-21 6.38 96.1 Nil
2022- 16,248 20.1 49.6 2021-22 14.10 1074 Nil

23 2022-23 20.98 120.8 1.50
2023- 19,832 234 51.8 2023-24 29.76 148.2 3.00

24

5.5 Credit Cost and Asset Quality Impact
on Profitability

Credit cost—provisions and write-offs as a
percentage of average advances—is the

6. FINDINGS AND SUGGESTIONS
6.1 Key Findings

» Bandhan Bank’s profitability exhibited a
dramatic V-shaped trajectory during the
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study period: exceptional pre-COVID
performance (ROA 3.23%, FY 2019-
20), COVID-induced sharp contraction
(ROA 0.51%, FY 2020-21), and a
sustained recovery to a five-year high of
ROA 214% (FY  2023-24)—
demonstrating the bank’s underlying
earnings power and recovery resilience.
Net Interest Margin consistently exceeds
7%, substantially above the private
sector bank average of 3.85-4.21%,
reflecting the high-yield microfinance
lending model. However, this elevated
NIM is structurally linked to elevated
credit risk, as the premium lending rate
serves as both a return driver and a proxy
for borrower risk profile.

Credit cost is confirmed as the primary
profitability lever: the spike from 0.93%
(FY 2019-20) to 5.84% (FY 2020-21)
caused a 32,031 crore net profit decline,
while the subsequent reduction to 1.18%
(FY 2023-24) enabled net profit
recovery to 34,632 crore. Each 100 bps
credit cost change corresponds to
approximately %1,200-1,400 crore net
profit impact at current asset scale.

Gross NPA ratio declined from a
COVID-peak of 10.82% (FY 2020-21)
to 3.84% (FY 2023-24)—a 698 basis
point improvement—driven by recovery
campaigns, borrower income
stabilization post-pandemic, OTS (one-
time settlement) resolutions, and write-
offs. The trajectory demonstrates
effective post-stress credit portfolio
remediation.

Return on Equity recovered to 20.7% in
FY 2023-24, approaching the pre-
COVID high of 23.4% (FY 2019-20),
confirming that shareholder value
generation has substantially normalized
and that the capital base is being
deployed with improving efficiency
following the COVID provisioning
absorption.

EPS more than doubled from X14.10 (FY
2021-22) to %29.76 (FY 2023-24) in
two years, the fastest EPS recovery
trajectory among Indian private sector

banks of comparable asset size in the
post-COVID period, reflecting both
profit recovery and the absence of
material equity dilution during the stress
phase.

Dividend reinstatement at 33.00 per
share in FY 2023-24 (matching the pre-
COVID level) demonstrates board and
management  confidence in  the
sustainability of the  profitability
recovery and the adequacy of capital
buffers above regulatory minimums.
Operating Profit Margin  remained
relatively stable (44.8-52.1%) across all
five years—including the COVID stress
year—confirming that the profitability
volatility was driven entirely by
provisioning requirements rather than
operational inefficiency, preserving the
underlying business model’s quality
through the stress cycle.

6.2 Suggestions
» Accelerate

portfolio  diversification
beyond microfinance into housing loans
(leveraging the Gruh Finance franchise),
MSME credit, and vehicle finance to
reduce the credit cost volatility
inherently associated with microfinance
group lending, targeting microfinance
portfolio concentration below 40% of
total advances by FY 2026-27.

Invest in borrower-level credit bureaus
(Equifax, CIBIL’s MFI  module,
TransUnion) integration to implement
individual-level credit scoring for
microfinance customers, enabling risk-
based pricing differentiation and
reducing portfolio-wide credit cost
through  better  adverse  selection
screening at origination.

Develop a dedicated Stress Early
Warning System (SEWS) combining
real-time collection data, regional
rainfall indices (critical for agricultural-
income microfinance borrowers in West
Bengal and Assam), and political event
monitoring to proactively identify
portfolio stress signals and build
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counter-cyclical provisioning buffers
before NPA formation.

» Expand fee income streams—third-party
product distribution (insurance, mutual
funds), transaction banking, and digital
payment services—to reduce ROA
dependence on NIM and credit cost.
Target fee income contribution to total
income exceeding 18% by FY 2025-26,
providing earnings stability across credit
cycles.

» Strengthen CASA (Current Account
Savings Account) deposit mobilization
through  targeted digital  banking
campaigns and  branch  network
expansion in Tier-2 and Tier-3 markets,
reducing funding cost and improving
NIM sustainability as the loan book
diversifies toward lower-yield secured
products.

« Maintain a dynamic provisioning policy
that builds excess provisions (above RBI
regulatory minimums) during high-
profitability =~ years to create a
provisioning buffer for stress periods,
reducing the earnings  volatility
experienced during FY 2020-21 when
emergency provisioning requirements
caused severe ROA compression.

7. CONCLUSION

This study has systematically analyzed the
profitability trends of Bandhan Bank
Limited over the five-year period FY 2019-
20 to FY 2023-24 using six key profitability
ratios and supporting financial metrics. The
analysis reveals a bank of exceptional
underlying profitability—with NIM
consistently exceeding 7.83% and ROE
recovering to 20.7%—whose earnings
performance is highly sensitive to credit cost
dynamics driven by its microfinance
portfolio concentration.

The COVID-19 pandemic served as a severe
stress test of Bandhan Bank’s business
model, exposing the concentration risk of
microfinance-dependent lending through a
sharp credit cost spike (0.93% to 5.84%) and
NPA deterioration (1.48% to 10.82% gross
NPA). The bank’s subsequent recovery—
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achieved through enhanced collection
systems, borrower income support programs,
portfolio  diversification, and prudent
provisioning—demonstrates ~ management
capability and business model resilience.
The return of ROA to 2.14%, EPS to %29.76,
and dividend per share to 33.00 in FY 2023—
24 confirms that the profitability recovery is
substantive and sustainable.

Looking ahead, Bandhan Bank’s
profitability trajectory faces both significant
opportunities and structural risks. The
bank’s established microfinance franchise,
extensive rural and semi-urban distribution
network, strong brand recognition among
low-income women borrowers, and the Gruh
Finance housing loan portfolio provide a
differentiated  competitive  foundation.
However, sustaining profitability
improvement requires deliberate reduction
of microfinance portfolio concentration,
investment in technology-driven credit risk
management, and CASA deposit
mobilization to reduce funding cost
sensitivity.

The recommendations provided—portfolio
diversification, individual credit scoring,
stress early warning systems, fee income
expansion, and dynamic provisioning—
represent a comprehensive profitability
management framework that can enable
Bandhan Bank to sustain ROA above 2.0%
and ROE above 18% across economic
cycles, fulfilling its mandate as India’s
premier inclusive banking institution.
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