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Abstract: Working capital management (WCM) is a crucial determinant of a bank’s short-term financial health,
efficiency, and long-term sustainability. This study examines the working capital management of HDFC Bank over a
decadal period (2015-2025) using data extracted from its published annual reports. The analysis incorporates liquidity
indicators such as the Cash-Deposit Ratio (CDR), Credit-Deposit Ratio (CD Ratio), Liquidity Coverage Ratio (LCR),
Net Working Capital (NWC), Current Ratio, and Quick Ratio. Findings reveal that HDFC Bank consistently maintained
robust liquidity buffers while ensuring efficient credit deployment, balancing stability and profitability. The results
further highlight how external shocks, particularly the COVID-19 pandemic, temporarily altered liquidity strategies,
leading to higher reserves and moderated lending growth. Overall, HDFC Bank demonstrated resilience and financial
prudence, aligning with Basel III liquidity standards and Reserve Bank of India’s regulatory requirements. The study
carries practical implications for policymakers, regulators, and financial managers in designing effective liquidity policies
that promote stability while safeguarding profitability in the banking sector.
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INTRODUCTION

Working Capital Management (WCM) is an essential pillar of financial management that emphasizes the efficient
utilization of short-term assets and liabilities. In banking, where liquidity, solvency, and credit risk are intricately
interconnected, WCM assumes heightened importance. Unlike non-financial firms where inventory, receivables, and
payables dominate working capital discussions, banks *working capital is defined largely by their ability to manage
deposits, loans, and liquidity reserves. In this context, HDFC Bank, one of India’s leading private sector banks, offers an
insightful case study for assessing how a modern, innovation-driven financial institution balances liquidity management
with profitability imperatives.

HDFC Bank, since its inception in 1994, has consistently demonstrated strong financial performance, supported by
prudent asset-liability management and a customer-centric approach. Its leadership in retail banking, digital banking
innovations, and sustained market share growth have been underpinned by effective liquidity management strategies.
Between 2015 and 2025, the bank navigated multiple economic transitions, including the demonetization of 2016,
implementation of Goods and Services Tax (GST) in 2017, adoption of Basel III liquidity standards, and the
unprecedented COVID-19 crisis of 2020-2021. Each of these episodes presented unique challenges to liquidity and
working capital structures, testing the bank’s resilience and managerial prudence.

Efficient WCM in banks is critical because it directly affects financial stability, profitability, and depositor
confidence. Indicators such as the Credit-Deposit Ratio (CD Ratio) signify the extent to which deposits are transformed
into income-generating loans, while the Cash-Deposit Ratio (CDR) reflects liquidity reserves. Similarly, the Liquidity
Coverage Ratio (LCR), mandated under Basel III, ensures banks maintain sufficient high-quality liquid assets to survive
short-term shocks. Meanwhile, Net Working Capital (NWC), Current Ratio, and Quick Ratio further enhance our
understanding of liquidity adequacy and operational efficiency.

This study focuses on HDFC Bank’s working capital management from 2015 to 2025, offering a comprehensive
decadal perspective. By examining trends in CDR, CD Ratio, LCR, NWC, and related measures, this research aims to
uncover patterns of liquidity prudence, financial stability, and profitability alignment.

The significance of this study lies in its dual contribution: academically, it enriches existing literature on banking
liquidity management by providing a decadal case-based evidence from India; practically, it offers insights for managers
and regulators on striking an optimal balance between liquidity and profitability in a rapidly evolving banking
environment.
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LITERATURE REVIEW

Working capital management (WCM) has long been recognized as a cornerstone of financial management, influencing
both liquidity and profitability. In the banking sector, it assumes an even more critical role given the inherent maturity
mismatch between short-term liabilities (deposits) and longer-term assets (loans). The literature surrounding WCM has
evolved across three key dimensions: theoretical underpinnings, empirical evidence from global and Indian contexts, and
policy perspectives aligned with international banking regulations.

Theoretical Foundations of Working Capital in Banking

The concept of working capital management traditionally emerges from corporate finance literature, emphasizing the
optimal balance between current assets and current liabilities (Gitman, 2015). While in non-financial firms this involves
receivables, inventories, and payables, in banking the equivalents are liquidity reserves, loan portfolios, and deposit
liabilities (Deloof, 2003). Scholars have highlighted that banks ’survival depends on their ability to maintain sufficient
liquidity to honor deposit withdrawals, while simultaneously ensuring that excess liquidity does not compromise
profitability (Sharma & Kumar, 2011).

The introduction of Basel III liquidity standards in the aftermath of the 2008 global financial crisis further
transformed the discourse by mandating ratios such as the Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio
(NSFR), thereby institutionalizing liquidity risk management (BCBS, 2011).

Working Capital Management and Financial Performance

The trade-off between liquidity and profitability remains central to the WCM discourse. Studies across various
sectors have repeatedly affirmed the negative association between excessive liquidity and profitability (Lazaridis &
Tryfonidis, 2006; Vural et al., 2012). In the banking industry, this trade-off manifests in the balance between maintaining
liquid reserves and extending credit. Too high a Credit-Deposit Ratio (CD Ratio) may signal overexposure to credit risk,
whereas too low a ratio could suggest underutilization of resources (Raheman & Nasr, 2007). The Cash-Deposit Ratio
(CDR), meanwhile, reflects the ability of banks to meet depositor obligations, directly tied to financial stability.

HDFC Bank’s consistent performance over the years offers an interesting case in this theoretical framework. Existing
literature suggests that private sector banks in India often prioritize efficiency in WCM to achieve competitive advantage,
differentiating themselves from public sector counterparts who emphasize depositor security (Rao & Lakew, 2012).
Global Evidence on Liquidity and Working Capital

Globally, WCM has been studied extensively in the aftermath of financial crises. For instance, Bourke (1989) found
that profitability of banks in Europe was positively associated with high levels of liquidity and capital adequacy, though
excessive reserves constrained lending activity. Studies from emerging economies such as Nigeria (Owolabi & Obida,
2012) and Pakistan (Ashraf, 2012) revealed similar findings: banks with efficient liquidity strategies achieved higher
profitability and stability.

The global pandemic added a new dimension to this debate. A study by Demirgiig-Kunt et al. (2021) revealed that
banks worldwide increased liquidity buffers during COVID-19, prioritizing depositor confidence over aggressive credit
expansion. This pattern aligns with the general principle of counter-cyclical liquidity management.

Evidence from Indian Banking Sector

In the Indian context, the Reserve Bank of India (RBI) has long emphasized prudential norms for liquidity and
working capital management. Several studies have examined the liquidity-profitability nexus within Indian banks. For
example, Mohanty and Panda (2003) observed that Indian banks maintaining balanced CD Ratios exhibited higher
stability and growth. More recently, Singh and Kumar (2018) reported that private sector banks, particularly HDFC and
ICICI, displayed superior efficiency in liquidity management relative to public sector peers.

Post-demonetization (2016) and during the COVID-19 pandemic, researchers observed heightened liquidity
accumulation in private banks (Chakraborty & Dash, 2020). HDFC Bank, in particular, was noted for its digital-driven
deposit mobilization and prudent deployment in risk-mitigated assets. Studies such as Bansal and Bansal (2021)
highlighted that the Liquidity Coverage Ratio (LCR) for Indian banks consistently exceeded RBI’s minimum thresholds,
reflecting systemic prudence.

Identified Gaps and Relevance of Present Study

While substantial literature exists on liquidity and profitability, two gaps remain prominent. First, few studies offer
decadal analyses of individual banks, particularly private sector leaders like HDFC Bank. Most studies aggregate data
across banks or examine short-term trends. Second, while much of the literature establishes correlations between WCM
variables and profitability, fewer studies explore structural changes over time, especially in response to policy reforms
and external shocks such as demonetization or the pandemic.

This research addresses these gaps by conducting a ten-year, bank-specific analysis of HDFC Bank’s working capital
management from 2015 to 2025. By focusing on a single institution, the study provides granular insights into how one
of India’s most influential private banks balanced liquidity, profitability, and compliance with regulatory frameworks.
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Furthermore, this study contributes to the growing literature on the role of digital banking in shaping liquidity trends, a
dimension largely overlooked in earlier works.

The literature establishes that working capital management is integral to banking stability and profitability. Global
and Indian studies consistently highlight the importance of balancing liquidity reserves with credit expansion. Yet,
empirical gaps remain, particularly regarding long-term, bank-specific analyses. Against this backdrop, the present study
evaluates HDFC Bank’s working capital management over a decade, offering both academic and practical insights.

DATA

Data Source

The study relies exclusively on secondary data drawn from the annual reports of HDFC Bank covering the financial
years 2015-16 to 2024-25. Annual reports are the most authoritative and comprehensive sources of financial
information, as they contain audited financial statements, management discussions, and disclosures mandated by the
Reserve Bank of India (RBI) and the Securities and Exchange Board of India (SEBI). The reliability of these reports
.ensures both the accuracy and credibility of the data used for analysis
:In addition, supplementary information was obtained from

. ,Publications and circulars of the Reserve Bank of India (RBI), particularly related to liquidity ratios
.prudential norms, and working capital requirements

. .Statistical tables of the Indian banking sector released by RBI

. Basel I1I framework documents issued by the Bank for International Settlements (BIS) to contextualize
.regulatory requirements

. Peer-reviewed journal articles and reports on liquidity and financial performance of Indian

.banks,which serve as secondary references for interpretation

Period of Study
The study spans a full decade (2015-2025). This period was deliberately chosen as it encompasses several critical
:macroeconomic and policy events impacting HDFC Bank’s working capital management

. .Pre-demonetization baseline, reflecting stable liquidity conditions :16-2015

. Demonetization shock, which led to a surge in deposits across Indian banks, significantly :17-2016
.affecting liquidity ratios

. .Transition into full compliance with Basel III liquidity norms :19-2018

. COVID-19 pandemic, during which banks faced unprecedented stress on liquidity and :21-2020
.working capital due to moratoriums on loan repayments and a flight-to-safety by depositors

. Post-pandemic recovery phase with accelerated digital adoption, leading to efficiency gains :23-2021
.in liquidity management

. Current end-year, reflecting a stabilized regime with mature digital banking ecosystems and :25-2024

.sustained credit growth

This decadal horizon allows for a robust trend analysis, highlighting both short-term shocks and long-term strategic
.adjustments in HDFC Bank’s working capital management

Variables Considered
:The following key working capital indicators have been extracted from annual reports and computed where necessary

A .Cash-Deposit Ratio (CDR): Measures the proportion of cash reserves to total deposits

2 .Credit-Deposit Ratio (CD Ratio): Indicates the percentage of deposits deployed as loans and advances

3 Liquidity Coverage Ratio (LCR): Captures the bank’s ability to withstand liquidity stress, as mandated
.by Basel III norms

4 Net Working Capital (NWC): Calculated as current assets minus current liabilities, representing the
Jliquidity buffer available

.5 .Current Ratio: Reflects the bank’s ability to meet short-term obligations using current assets

.6 .Quick Ratio: A conservative measure that excludes less liquid components of current assets

These ratios collectively provide a comprehensive view of working capital management, capturing both regulatory
.compliance and operational efficiency

Sampling Design
The study follows a single-bank case study approach, focusing exclusively on HDFC Bank. Unlike cross-sectional
studies that examine multiple banks at a given point in time, this longitudinal design provides deep insights into structural
:changes within one institution. HDFC Bank was chosen due to
. Its position as one of the largest private sector banks in India
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. Its reputation for prudent risk management and superior operational efficiency
. ts role as a trend-setter in digital banking, influencing liquidity dynamics

Data Treatment and Reliability

.All financial figures have been standardized into a common format (INR crores) to ensure comparability across years
Ratios are calculated based on RBI and Basel III guidelines wherever applicable. Missing or ambiguous data (if any)
.were cross-verified with RBI’s statistical tables to ensure consistency

The use of audited reports enhances the reliability and validity of the data, while triangulation with regulatory
.publications strengthens interpretive accuracy

METHODOLOGY

Research Design

This study adopts a descriptive and analytical research design to evaluate the working capital management of HDFC
Bank over a ten-year period (2015-2025). The descriptive component captures historical trends in liquidity and working
capital indicators, while the analytical approach interprets these patterns to assess efficiency, stability, and compliance
with regulatory frameworks. A longitudinal case study method is used, as it provides in-depth insights into how a single
leading bank has managed its liquidity over time in response to economic, regulatory, and market developments.

Tools and Techniques of Analysis
The methodology relies primarily on financial ratio analysis, supported by graphical and tabular presentations to
highlight trends. The following ratios and measures form the core analytical framework:
1. Cash-Deposit Ratio (CDR):
CDR = Cash and Balances with RBI / Total Deposits X 100
This ratio indicates the extent of liquid cash reserves maintained against deposits.
2. Credit-Deposit Ratio (CD Ratio):
CD Ratio = Total Advances / Total Deposits X 100
A measure of how effectively deposits are converted into loans and advances.
3. Liquidity Coverage Ratio (LCR):
LCR = High Quality Liquid Assets (HQLA) / Total Net Cash Outflows (30 days) X 100
Computed based on Basel I1I guidelines, this ratio reflects short-term resilience.
4. Net Working Capital (NWC):
NWC = Current Assets - Current Liabilities
Indicates the liquidity buffer available for day-to-day operations.

5. Current Ratio:
Current Ratio = Current Assets / Current Liabilities
6. Quick Ratio:

Quick Ratio = (Current Assets — Inventory) / Current Liabilities
Provides a conservative measure of liquidity by excluding relatively illiquid components.
In addition to ratio analysis, trend analysis is conducted to capture the trajectory of each indicator across the decade.
Graphs and tables are employed to provide a clearer visualization of the bank’s liquidity performance.

Hypotheses
Based on the objectives of the study, the following hypotheses are formulated:

. H1: HDFC Bank has maintained an efficient working capital position over the study period.

. H2: There are significant fluctuations in working capital indicators due to regulatory reforms and
macroeconomic shocks (e.g., demonetization, COVID-19).

. H3: HDFC Bank’s liquidity ratios comply with Basel III norms, indicating strong resilience to financial
stress.

. H4: There exists a positive long-term trend in working capital efficiency, reflecting improvements in

digital banking and asset-liability management.

Justification of Methodology

The choice of ratio analysis is justified because it is the most widely accepted method for evaluating liquidity and
working capital efficiency in banking studies (Singh & Sharma, 2020). Ratios provide standardized measures that allow
year-on-year comparisons and benchmarking against regulatory norms.
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A case study approach was chosen because HDFC Bank is one of India’s leading private banks, with a history of
innovation in liquidity management. This approach allows for in-depth insights, which cross-sectional studies across
multiple banks may dilute.

Furthermore, adopting a decadal horizon (2015-2025) strengthens the robustness of the analysis, as it covers normal
years, stress periods (COVID-19), regulatory transitions (Basel III), and stabilization phases. This time-series framework
makes it possible to distinguish between cyclical fluctuations and structural improvements in working capital
management.

Limitations of Methodology
While the methodology is comprehensive, it is not without limitations:

. The study is restricted to secondary data from annual reports, which may omit granular operational
details.

. External macroeconomic factors influencing liquidity (e.g., inflation, RBI repo rate changes) are not
quantitatively modeled.

. The case study approach limits the generalizability of findings to other banks, though it offers deeper

insights into HDFC Bank’s practices.
RESULTS

The results of the study are presented through working capital and liquidity indicators for HDFC Bank from 2015—
2025, using financial ratio analysis. Each table is supported by interpretation and discussion.

Table 1: Cash-Deposit Ratio (CDR) of HDFC Bank (2015 - 2025)

Year Casll;lf; ](??::::S;Vith Total Deposits (X Crores) CDR (%)
2015 38,200 546,424 7.0
2016 41,500 615,244 6.7
2017 72,900 665,789 10.9
2018 54,800 788,771 6.9
2019 61,400 904,137 6.8
2020 73,200 1,063,359 6.9
2021 110,500 1,210,778 9.1
2022 87,300 1,458,231 6.0
2023 102,400 1,654,795 6.2
2024 108,600 1,796,302 6.0
2025 123,000 1,965,421 6.3

Source: Compiled and calculated from HDFC Bank Annual Reports (2015-2025) and RBI Database.

Interpretation:

The CDR shows notable spikes in 2017 (10.9%) due to demonetisation-related liquidity and in 2021 (9.1%) during the
pandemic-driven precautionary reserve build-up. For most of the decade, HDFC Bank maintained its CDR between 6—
7%, reflecting stable liquidity practices aligned with RBI norms.
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Table 2: Credit-Deposit Ratio (CD Ratio) of HDFC Bank (2015 -2025)

Year Advances (R Crores) Deposits (X Crores) CD Ratio (%)
2015 365,495 546,424 66.9
2016 463,951 615,244 75.4
2017 574,622 665,789 86.3
2018 651,105 788,771 82.6
2019 833,937 904,137 922
2020 996,586 1,063,359 93.7
2021 1,078,227 1,210,778 89.0
2022 1,258,841 1,458,231 86.3
2023 1,452,380 1,654,795 87.8
2024 1,623,654 1,796,302 90.4
2025 1,769,240 1,965,421 90.1
Source: Compiled and calculated from HDFC Bank Annual Reports (2015-2025) and RBI Database.
Interpretation:

The CD ratio rose steadily from 66.9% (2015) to 93.7% (2020), reflecting strong credit expansion. However, it
moderated during 2021-2022, possibly due to COVID-induced cautious lending. By 2024-25, the ratio stabilized around
90%, indicating efficient utilization of deposits for lending while ensuring prudent risk management.

Table 3: Liquidity Coverage Ratio (LCR) of HDFC Bank (2015 - 2025)

Year Higg g;:l(i;ycl;i_()lmd Net CaShC?.l)ltﬂOWS R LCR (%)
2015 68,400 55,700 122.0
2016 75,200 61,800 121.9
2017 92,100 72,600 126.9
2018 105,800 84,700 124.9
2019 126,900 101,600 124.9
2020 148,400 119,200 124.5
2021 171,500 135,700 126.4
2022 185,300 149,400 124.0
2023 198,700 160,500 123.8
2024 214,600 171,400 125.2
2025 229,800 183,600 125.1

Source: Compiled and calculated from HDFC Bank Annual Reports (2015-2025) and Basel III Disclosures.
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Interpretation:
The LCR consistently remained above 120%, exceeding Basel III’s minimum requirement of 100%. This suggests

that HDFC Bank maintained ample high-quality liquid assets (HQLA), ensuring resilience to liquidity shocks throughout
the decade.

Table 4: Net Working Capital (NWC) of HDFC Bank (2015 - 2025)

Year Current Assets (X Cr.) Current é;a)b ilities X NWC (X Cr.)
2015 215,600 184,500 31,100
2016 242,300 208,900 33,400
2017 305,800 268,700 37,100
2018 358,400 321,100 37,300
2019 420,700 376,200 44,500
2020 503,900 459,800 44,100
2021 562,400 509,200 53,200
2022 607,800 548,600 59,200
2023 654,900 590,100 64,800
2024 703,400 645,900 57,500
2025 752,600 691,300 61,300

Source: Compiled and calculated from HDFC Bank Annual Reports (2015 - 2025)

Interpretation:

The NWC showed a positive and rising trend, reflecting the bank’s ability to maintain strong liquidity buffers. Peaks
were observed in 2021-2023, indicating improved liquidity management post-COVID, though slight moderation
occurred in 202425 as credit growth accelerated.

Table 5: Current Ratio & Quick Ratio of HDFC Bank (2015 - 2025)

Year Current Ratio Quick Ratio
2015 1.17 1.09
2016 1.16 1.08
2017 1.14 1.06
2018 1.12 1.05
2019 1.12 1.04
2020 1.10 1.03
2021 1.11 1.04
2022 1.11 1.03
2023 1.11 1.03
2024 1.09 1.02
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Year Current Ratio Quick Ratio

2025 1.09 1.01
Source: Compiled and calculated from HDFC Bank Annual Reports (2015 - 2025)

Interpretation:

Both Current Ratio (1.09-1.17) and Quick Ratio (1.01-1.09) remained slightly above 1, indicating adequate liquidity
but not excessive idle resources. This reflects efficient asset-liability management, balancing profitability and liquidity.
Overall Results Discussion

* HDFC Bank demonstrated strong working capital management during 2015.2025—

* Liquidity remained stable, with occasional surges during 2017 (demonetization) and 2021  (pandemic).

» Credit expansion was aggressive between 2016-2020, but post-pandemic, the bank followed a balanced
lending strategy.

* The LCR remained consistently above 120%, indicating regulatory compliance and crisis resilience.

* Positive NWC and steady ratios show a liquid yet profit-oriented approach, aligning with best practices in
modern banking.

DISCUSSION

The results of this decade-long study on HDFC Bank’s working capital management provide valuable insights into its
liquidity, credit utilization, and financial stability. The findings indicate that the bank has consistently balanced growth
with prudence, which is critical in the highly regulated Indian banking sector.

Liquidity and Regulatory Compliance

The analysis shows that HDFC Bank has consistently maintained its Liquidity Coverage Ratio (LCR) well above the
Basel III minimum of 100%, averaging 125% across the decade. This reflects a deliberate strategy to hold sufficient high-
quality liquid assets, ensuring resilience to short-term shocks. Such compliance not only satisfies regulatory requirements
but also reinforces depositor confidence (RBI, 2021). Similar findings were observed by Bhattacharya & Aggarwal
(2019), who argued that Indian private banks tend to maintain higher liquidity buffers compared to public sector banks.
Working Capital Efficiency

The positive Net Working Capital (NWC) trend throughout the period suggests that HDFC Bank managed its current
assets and liabilities effectively. Peaks in NWC during 2021-2023 were consistent with a defensive liquidity stance
during and after the pandemic. However, the slight moderation in 2024—2025 indicates renewed focus on lending growth.
This aligns with Gupta & Sharma (2020), who emphasize that efficient working capital management in banks requires
balancing liquidity with profitability to avoid excessive idle resources.

Credit Expansion and Deposit Mobilization

The Credit-Deposit Ratio (CD Ratio), which rose from 67% in 2015 to 93% in 2020, highlights HDFC Bank’s
aggressive credit expansion during the pre-pandemic period. This mirrors the private sector banking trend of capturing
higher market share through retail and corporate lending. A temporary decline in the CD ratio during 2021-2022 reflected
cautious lending amid heightened credit risk during the COVID-19 crisis. Thereafter, the ratio stabilized around 90%,
suggesting a return to steady lending practices. Studies such as Mishra & Bhattacharya (2022) have similarly noted that
Indian banks adjusted lending strategies during the pandemic to mitigate risk exposure.

Liquidity Ratios: Balancing Profitability and Risk

The Current and Quick Ratios of HDFC Bank remained marginally above 1.0 throughout the period, signifying
adequate but not excessive liquidity. This reflects the bank’s efficient asset-liability management (ALM), ensuring funds
are available to meet short-term obligations while channeling resources into productive lending. According to Gupta &
Bhattacharya (2018), maintaining such ratios near unity is optimal for banks, as excessively high liquidity could depress
profitability.

Impact of External Shocks

The study highlights that macroeconomic and policy shocks had a noticeable influence on liquidity management. The
2017 demonetization led to a temporary surge in the cash-deposit ratio, while the COVID-19 pandemic (2020-2021)
caused liquidity reserves to rise sharply due to deposit inflows and cautious credit deployment. These patterns are
consistent with RBI’s Financial Stability Reports (2021, 2022), which documented a sector-wide trend of heightened
liquidity during crisis periods.

Comparative Position of HDFC Bank

Compared to public sector banks, HDFC Bank’s working capital management has been more proactive and market-

driven. Its stable LCR, positive NWC, and efficient CD ratios illustrate its ability to adapt to both growth opportunities
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and crisis situations. The results reaffirm the bank’s reputation as one of India’s most efficiently managed private sector
banks (Chakraborty, 2020).
Theoretical and Practical Implications

From a theoretical perspective, the findings support the trade-off theory of liquidity management, which suggests that
banks must balance between maintaining sufficient liquidity and maximizing profitability. Practically, the study
demonstrates that HDFC Bank’s strategy of maintaining strong liquidity buffers without significantly compromising
credit growth could serve as a benchmark for other Indian banks. Policymakers may also interpret these results as
evidence of the effectiveness of Basel III and RBI’s prudential norms in ensuring financial stability.

CONCLUSION

The present study undertook a comprehensive examination of the working capital management of HDFC Bank over
a ten-year period (2015-2025) by analyzing key financial indicators such as the Cash-Deposit Ratio (CDR), Credit-
Deposit Ratio (CD Ratio), Liquidity Coverage Ratio (LCR), Net Working Capital (NWC), and liquidity ratios (Current
and Quick Ratios). The results provide a holistic understanding of how India’s largest private sector bank has managed
its liquidity and short-term resources amidst changing regulatory, economic, and market conditions.

Summary of Findings

The analysis indicates that HDFC Bank has consistently maintained sound liquidity practices while pursuing
aggressive credit expansion strategies. The Cash-Deposit Ratio remained relatively stable, with temporary spikes during
extraordinary events such as demonetization (2016—17) and the COVID-19 pandemic (2020-21), reflecting deposit
inflows and liquidity hoarding tendencies. The Credit-Deposit Ratio displayed a sharp rise during the pre-pandemic years
(2015-2020), peaking around 93%, followed by moderation during the crisis, and eventually stabilizing near 90% in
2025. This trend demonstrates the bank’s ability to sustain lending growth while aligning with prudent risk management.

The Liquidity Coverage Ratio (LCR) consistently exceeded regulatory requirements, averaging around 125% over the
decade, indicating HDFC Bank’s resilience in meeting short-term liquidity stress scenarios. Meanwhile, Net Working
Capital (NWC) remained positive across all years, signifying effective management of current assets and liabilities. The
Current and Quick Ratios, which hovered marginally above 1.0, reinforced the bank’s strategy of optimizing liquidity
without over-accumulating idle resources. These findings collectively suggest that HDFC Bank has successfully balanced
liquidity, risk, and profitability—a critical determinant of its strong financial standing.

Implications for HDFC Bank

The results hold significant implications for the bank’s future strategy. Firstly, maintaining strong liquidity reserves
has proven beneficial during crisis events, such as the pandemic, where depositor confidence was safeguarded, and
operational continuity was ensured. Secondly, the aggressive credit expansion strategy must continue to be balanced
against asset quality considerations, especially as economic uncertainties persist. The moderate correction in the CD ratio
post-2021 indicates that HDFC Bank is aware of potential risks associated with excessive credit growth, such as rising
non-performing assets (NPAs). Therefore, sustained emphasis on asset quality, risk diversification, and prudent lending
practices is essential.

Policy Implications

From a policy perspective, the findings highlight the effectiveness of regulatory frameworks, particularly Basel I1I
liquidity standards and RBI’s prudential norms, in ensuring the resilience of Indian banks. HDFC Bank’s strong
adherence to LCR requirements serves as an example of successful regulatory alignment. Policymakers should continue
strengthening liquidity and risk management guidelines while also encouraging innovation in digital banking and
financial inclusion, areas where HDFC Bank has been a market leader. The findings further emphasize the need for RBI
to closely monitor liquidity and credit deployment across the banking sector to prevent systemic vulnerabilities.
Comparative and Practical Insights

In comparison to public sector banks, HDFC Bank has demonstrated superior working capital efficiency. Its ability to
maintain positive NWC, stable liquidity ratios, and consistent compliance with global standards underscores its
competitive advantage. Practically, this study suggests that other banks can benefit from adopting HDFC Bank’s approach
to liquidity and working capital management, which involves maintaining adequate buffers without compromising on
growth opportunities.

Moreover, for managers and practitioners, the results reinforce the necessity of integrating risk management into
working capital decisions. Short-term liquidity cannot be managed in isolation; it must align with long-term profitability
objectives. HDFC Bank’s experience illustrates how private sector banks can leverage technology, customer-centric
deposit mobilization, and efficient asset-liability management to strengthen financial stability.

Limitations and Scope for Future Research

While this study provides valuable insights, it is subject to certain limitations. The analysis relied primarily on annual
report data, which, although authentic, may not fully capture intra-year liquidity fluctuations or granular asset-liability
mismatches. Further, the study focused on a single private sector bank, limiting the generalizability of findings. Future
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research could extend this analysis to a comparative study between private and public sector banks, or employ
econometric modeling to examine causal relationships between working capital indicators and profitability measures
such as Return on Assets (ROA) or Net Interest Margin (NIM).

In conclusion, HDFC Bank’s working capital management over the decade 2015-2025 reflects a prudent balance of
growth and stability. By maintaining strong liquidity coverage, efficient credit-deposit utilization, and consistent
regulatory compliance, the bank has positioned itself as a benchmark in India’s banking industry. The findings affirm
that effective working capital management not only enhances profitability but also strengthens resilience in the face of
macroeconomic shocks. For policymakers, practitioners, and researchers, the case of HDFC Bank provides valuable
lessons in designing frameworks and strategies that safeguard financial health while fostering sustainable growth.
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