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ABSTRACT: Working capital management in commercial banks is synonymous with short-term liquidity management,
encompassing the alignment of assets and liabilities, the optimization of deposit structures, and the maintenance of
regulatory liquidity buffers. This study investigates the working capital management practices of the State Bank of
India (SBI) from 2015 to 2025 using data derived from its annual reports, Basel III disclosures, and Reserve Bank of
India (RBI) publications. The analysis focuses on key indicators such as the Liquidity Coverage Ratio (LCR), Net
Stable Funding Ratio (NSFR), Credit-Deposit (CD) ratio, and Current Account Savings Account (CASA) deposits.
Findings suggest that SBI consistently exceeded regulatory liquidity requirements, sustaining LCR and NSFR levels
well above 100 percent, while leveraging a strong CASA base of approximately 40 percent to support low-cost funding.
The decade witnessed three distinct phases: post-demonetization liquidity surge (2016—17), pandemic-induced stress
(2020-22), and normalization with robust credit growth (2023-25). The results underscore SBI’s resilience in liquidity
risk management and highlight the bank’s ability to balance growth with prudential stability. The implications of this
study extend to policymakers, regulators, and banking practitioners who seek to strengthen systemic stability and
optimize capital allocation within large universal banks.

KEYWORDS: Working Capital Management; Financial Stability; State Bank of India; Liquidity Ratios; Profitability;
Current Ratio; Quick Ratio; Net Working Capital; Banking Sector Performance.

I. INTRODUCTION

Working capital management has traditionally been discussed in the context of manufacturing and service firms,
where it refers to the effective control of current assets and current liabilities to maintain liquidity, profitability, and
operational efficiency. However, in the case of commercial banks, the concept requires a contextual adaptation. Banks
operate with a fundamentally different balance sheet structure, wherein deposits represent short-term liabilities and
advances represent interest-bearing assets. For banks such as the State Bank of India (SBI), the largest public sector
bank in India, working capital management is synonymous with liquidity management and the maintenance of
regulatory ratios such as the Liquidity Coverage Ratio (LCR) and the Net Stable Funding Ratio (NSFR). These
measures ensure that the bank is capable of meeting both short-term and medium-term obligations while continuing to
support credit expansion (Basel Committee on Banking Supervision, 2011).

The period between 2015 and 2025 has been transformative for India’s banking sector, and particularly for SBI.
Several events have influenced its working capital dynamics, including the demonetization drive in 2016, which led to
an unprecedented inflow of deposits, the adoption of Basel III standards that strengthened liquidity risk management,
and the COVID-19 pandemic, which stressed liquidity across global financial markets. More recently, accelerated
credit demand in the post-pandemic period (2023-25) has altered the composition of SBI’s liabilities and challenged
the bank to maintain its liquidity buffers while supporting economic growth (Reserve Bank of India, 2023).

Working capital management in SBI is further shaped by the bank’s ability to mobilize low-cost Current Account
Savings Account (CASA) deposits, manage the Credit—Deposit (CD) ratio, and invest in High-Quality Liquid Assets
(HQLA). The balance between deposit mobilization, credit expansion, and regulatory compliance reflects the efficiency
of its asset-liability management (ALM) framework. Previous research has established that strong liquidity
management not only enhances financial stability but also improves profitability through efficient allocation of
resources (Aggarwal & Gupta, 2018; Bhattacharya, 2020).
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Given SBI’s systemic importance, an in-depth study of its working capital management over the decade 2015-2025
provides valuable insights into how large public sector banks respond to regulatory changes, macroeconomic shocks,
and evolving market conditions. This paper contributes to the literature by combining descriptive financial analysis
with regulatory disclosures to trace SBI’s liquidity strategy across a turbulent decade.

The remainder of the paper is structured as follows: Section 2 provides a critical review of the literature on working
capital and liquidity management in banks. Section 3 describes the data sources, characteristics, and sampling
framework. Section 4 explains the methodology and presents the research hypotheses. Section 5 presents detailed
results, followed by Section 6, which discusses the implications of the findings in light of existing literature. Section 7
concludes with key insights, policy recommendations, and practical implications for bank management and regulators.

II. LITERATURE REVIEW

Working capital management in banks has been an evolving subject of scholarly debate, often framed as liquidity
management, asset-liability balancing, and regulatory compliance rather than the conventional current assets—current
liabilities paradigm. The academic discourse can broadly be divided into three strands: (i) theoretical underpinnings of
working capital in the banking sector, (ii) empirical studies on liquidity management in Indian banks, and (iii) global
evidence on regulatory and managerial practices. This section synthesizes these strands, highlighting both convergences
and contradictions.

Working Capital as Liquidity in Banking Context

Traditional corporate finance literature (Smith, 1980; Van Horne & Wachowicz, 2009) treats working capital as a
determinant of profitability through efficient management of receivables, inventory, and payables. However, this
framework is less applicable to banks, where deposits and advances dominate the balance sheet. Scholars have adapted
the term to mean short-term liquidity and funding adequacy in financial institutions (Saunders & Cornett, 2018). In the
banking context, liquidity management encompasses holding adequate high-quality liquid assets (HQLA), ensuring an
optimal mix of retail versus wholesale deposits, and maintaining regulatory buffers under Basel I1I (Basel Committee
on Banking Supervision, 2011). Thus, working capital in banks is synonymous with their ability to withstand cash-flow
shocks without compromising credit delivery.

Empirical Studies in the Indian Context

Several studies have specifically examined liquidity and working capital management in Indian banks. Aggarwal and
Gupta (2018) analyzed commercial banks and found that liquidity ratios strongly influence profitability and capital
adequacy, with public sector banks often showing greater prudence due to regulatory oversight. Bhattacharya (2020)
further emphasized that effective liquidity management reduces systemic risks, noting that banks with higher CASA
deposits typically exhibit stronger liquidity positions and lower cost of funds.

Gupta and Bansal (2019) compared working capital trends between public and private banks, concluding that State
Bank of India (SBI) and other public sector entities maintained conservative liquidity buffers during stressed periods
such as the post-2016 demonetization era. Similarly, Sharma and Singh (2021) highlighted that SBI’s ability to
mobilize low-cost deposits provided resilience during the COVID-19 pandemic, when liquidity stress was acute across
global financial systems. These findings align with RBI’s Report on Trend and Progress of Banking in India (2023),
which noted that SBI consistently maintained Liquidity Coverage Ratios (LCR) and Net Stable Funding Ratios (NSFR)
above regulatory minima, reflecting robust asset-liability management.

Global Perspectives on Liquidity and Stability

On the global stage, Berger and Bouwman (2009) examined liquidity creation and bank value, demonstrating that
well-capitalized banks are better positioned to sustain liquidity shocks. Their insights were extended post-2008 crisis,
with Diamond and Rajan (2012) emphasizing the fragility of bank liquidity and the importance of regulatory
frameworks such as Basel III. Empirical work in emerging markets (Allen, Jackowicz, & Kowalewski, 2017) supports
the view that large banks maintain higher liquidity buffers to safeguard against funding volatility.

In the Asian context, Chen and Wong (2019) studied Chinese banks and highlighted the trade-off between liquidity
and profitability, cautioning that excess liquidity can depress margins. This debate resonates in the Indian context,
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where SBI’s large balance sheet requires balancing the cost of holding liquid assets against the imperative of
maintaining stability.

The Role of CASA Deposits and Credit—Deposit Ratios

A recurring theme in the literature is the role of low-cost deposits in sustaining liquidity. Studies by Narayan and Kale
(2020) show that banks with higher CASA ratios enjoy a competitive advantage in both liquidity management and
profitability. CASA acts as a buffer during stressed times by reducing dependence on wholesale funding. For SBI,
which consistently maintained CASA ratios around 40—45 percent across the last decade, this has been a critical lever
of working capital efficiency.

The Credit-Deposit (CD) ratio is another widely studied indicator of liquidity management. Jain and Reddy (2019)
noted that a rising CD ratio can signal robust credit growth but may also tighten liquidity if deposit growth lags. For
SBI, literature suggests that careful management of the CD ratio has been central to balancing its dual objectives of
growth and stability (Reserve Bank of India, 2023).

Literature Gaps and Implications

Despite substantial contributions, the literature still reflects notable gaps. First, while liquidity management in Indian
banks has been analyzed extensively, few studies adopt a decade-long perspective that captures major structural shocks
such as demonetization (2016), COVID-19 (2020-22), and the post-pandemic growth cycle (2023-25). Second, the
existing research often treats liquidity ratios in isolation without linking them systematically to working capital
management as a broader construct. Third, most empirical analyses stop before 2022, leaving a research gap in
understanding how recent macroeconomic and regulatory dynamics have shaped SBI’s liquidity strategies.

The present study addresses these gaps by offering a longitudinal analysis of SBI’s working capital management from
2015 to 2025. By synthesizing data from annual reports, Basel III disclosures, and regulatory sources, this paper
situates SBI’s performance within both domestic and international debates on liquidity, stability, and profitability. The
discussion-style review demonstrates that while consensus exists on the critical role of liquidity buffers, CASA deposits,
and credit—deposit ratios, the empirical evidence remains fragmented. This study, therefore, not only extends the
existing literature but also bridges theory and practice in evaluating working capital management in India’s largest
public sector bank.

Data

The foundation of this study lies in secondary data, primarily sourced from the published reports of the State Bank of
India (SBI) over a ten-year period from the financial year (FY) 2015-16 to FY 2024-25. The choice of secondary data
is justified by the highly regulated nature of the Indian banking industry, where annual reports and regulatory
disclosures represent the most reliable and standardized sources of information. Unlike survey-based or primary data,
annual reports are audited, comply with accounting standards, and provide comprehensive information about liquidity,
funding, and capital adequacy—all of which are critical to understanding working capital management in a banking
context.

Sources of Data

The primary sources include:

1. SBI Annual Reports (2015-2025): These reports contain financial statements, management discussions, Basel III
disclosures, and detailed notes on asset-liability management. They are publicly accessible through SBI’s investor
relations portal.

2. Basel III Pillar-3 Disclosures: SBI periodically releases detailed information on its Liquidity Coverage Ratio (LCR),
Net Stable Funding Ratio (NSFR), and High-Quality Liquid Assets (HQLA). These disclosures provide precise
measures of liquidity buffers and funding profiles.

3. Reserve Bank of India (RBI) Publications: Reports such as the Report on Trend and Progress of Banking in India
and supervisory data offer context on regulatory benchmarks, sector-wide trends, and policy shifts.

4. Financial Databases and Analyst Presentations: Complementary information was drawn from platforms like Money
control, Bloomberg, and brokerage house reports, particularly for verifying CASA ratios, credit—deposit ratios, and peer
comparisons.
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Nature of the Data

The dataset is quantitative in nature, comprising financial ratios, percentage values, and absolute amounts of
deposits, advances, and liquid assets. It captures both point estimates (e.g., CASA ratio for a given year) and regulatory
averages (e.g., three-month average LCR). The period 2015-2025 covers critical structural and cyclical shifts,
including demonetization (2016-17), adoption of full Basel III standards (2019), the COVID-19 pandemic (2020-22),
and the post-pandemic credit expansion (2023-25). Thus, the data set provides an opportunity to study liquidity
management across both stable and stressed conditions.

Data Collection Approach

The data was collected systematically by downloading annual reports and regulatory disclosures from SBI’s official
website. Cross-verification was performed with RBI’s publications and secondary financial databases to ensure
accuracy. A consistent unit of measurement (percentage terms for ratios, rupees trillion for aggregates) was maintained
to enable comparability across years. Where quarterly disclosures were available (for LCR and NSFR), annual averages
were derived to maintain consistency with yearly financial data.

Sampling Technique and Master Sample

The study adopts a census approach rather than sampling in the conventional sense. Since SBI’s annual reports and
disclosures are finite in number and cover the entire population of interest (i.e., all years from 2015 to 2025), the entire
set was included in the analysis. This eliminates sampling error and ensures that the conclusions are representative of
the whole period.

The master sample consists of ten annual data points for each of the key variables under study:
*  CASA ratio (%)

*  Credit Deposit (CD) ratio (CD %)

» Liquidity Coverage Ratio (LCR %)

* Net Stable Funding Ratio (NSFR %)

These variables were selected as proxies for working capital management, consistent with both academic literature and
regulatory standards. The master sample was further supplemented with contextual variables such as advances growth,
deposit mobilization trends, and HQLA composition, which aid in interpreting liquidity management practices.

Data Characteristics and Reliability

The data is secondary, quantitative, time-series, and cross-verified, offering high reliability. Its main limitation is
dependence on published disclosures, which may not provide granular breakdowns (e.g., segmental liquidity flows or
tenor-specific mismatches). However, given the central bank’s stringent disclosure norms and SBI’s status as a listed
entity, the risk of bias or misrepresentation is minimal.

In summary, the data for this study is robust, comprehensive, and highly suitable for analyzing SBI’s working capital
management. By integrating audited annual reports, regulatory disclosures, and supervisory data, the study ensures
reliability and validity in assessing liquidity and funding dynamics over a critical decade.

III. METHODOLOGY

The methodology of this study is designed to systematically evaluate the working capital management of the State
Bank of India (SBI) between 2015 and 2025. Given that banks differ fundamentally from manufacturing and service
firms in terms of balance sheet structure, the analysis adapts conventional working capital concepts to the banking
context by focusing on liquidity management indicators.

Research Design

This study adopts a longitudinal descriptive-analytical design, where secondary data is collected over a ten-year
period and analyzed to identify trends, patterns, and relationships. The descriptive component enables a factual
assessment of SBI’s liquidity performance, while the analytical dimension provides interpretation and evaluation in the
light of established financial theories and regulatory requirements.
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Justification of Method

Working capital management in banks is not adequately captured by traditional measures such as current ratios or
quick ratios. Instead, the Basel III regulatory framework prescribes liquidity measures better suited for financial
institutions. Accordingly, the following indicators are employed:

1. Liquidity Coverage Ratio (LCR): Measures the stock of high-quality liquid assets (HQLA) relative to net cash
outflows over a 30-day stress period.

2. Net Stable Funding Ratio (NSFR): Evaluates the stability of funding sources over a one-year horizon.

3. Current Account Savings Account (CASA) Ratio: Captures the proportion of low-cost deposits, critical for short-
term liquidity.

4. CreditDeposit (CD) Ratio: Reflects the extent of credit deployment relative to available deposits.

The selection of these measures is consistent with international best practices (Basel Committee on Banking
Supervision, 2011) and aligns with prior academic literature emphasizing liquidity management in banks (Aggarwal &
Gupta, 2018; Sharma & Singh, 2021).

Analytical Techniques

The study employs a time-series trend analysis of the selected indicators across FY 2015-16 to FY 2024-25.
Descriptive statistics (means, ranges, year-on-year changes) are used to highlight variations in liquidity levels. In
addition, qualitative assessment is conducted by linking changes in ratios to major policy interventions such as
demonetization, the COVID-19 pandemic, and post-pandemic credit growth.

Comparative insights are also drawn from sector-wide reports issued by the Reserve Bank of India (RBI) to
contextualize SBI’s performance against industry benchmarks. This dual quantitative—qualitative approach provides
both numerical rigor and interpretive depth.

Hypotheses of the Study

To guide the analysis, the following hypotheses are proposed:

* HI: SBI maintained Liquidity Coverage Ratios (LCR) consistently above the 100 percent regulatory minimum
during 2015-2025.

* H2: The Net Stable Funding Ratio (NSFR) of SBI remained above the Basel III threshold of 100 percent throughout
the study period, reflecting a stable funding structure.

* H3: CASA ratios have a positive association with SBI’s liquidity position, with higher CASA levels correlating with
stronger working capital resilience.

* H4: A rising Credit—Deposit (CD) ratio post-2023 indicates robust credit growth but does not compromise SBI’s
ability to maintain regulatory liquidity buffers.

* HS5: Major macroeconomic and policy events (demonetization, COVID-19, and post-pandemic growth)
significantly influenced the dynamics of SBI’s working capital management.

Validity and Reliability

The validity of the study rests on the use of audited secondary data and internationally recognized liquidity indicators.
Reliability is enhanced by cross-verifying figures from multiple official sources, including SBI’s annual reports, Basel
III disclosures, and RBI publications. Furthermore, by analyzing the entire population of annual data points from 2015
to 2025, the study avoids sampling bias.

Limitations

While the methodology is robust, certain limitations must be acknowledged. First, the reliance on publicly disclosed
ratios may restrict access to granular liquidity flows such as tenor-wise mismatches. Second, causality cannot be firmly
established in the absence of econometric testing, though descriptive and trend-based interpretations provide substantial
insights. These limitations are acknowledged in framing the scope of the study.

In summary, the chosen methodology provides a rigorous, context-sensitive framework to analyze SBI’s working

capital management, balancing descriptive accuracy with analytical depth and aligning the study with regulatory and
academic benchmarks.
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IV. RESULTS

This section presents the results of the analysis of State Bank of India’s (SBI) working capital management over the
period 2015-2025, based on indicators including the Liquidity Coverage Ratio (LCR), Net Stable Funding Ratio
(NSFR), Current Account Savings Account (CASA) ratio, and Credit—Deposit (CD) ratio. The trends are analyzed in
light of major policy events and macroeconomic conditions, providing insight into SBI’s liquidity resilience.

1. Liquidity Coverage Ratio (LCR)

The Liquidity Coverage Ratio is a critical regulatory metric introduced under Basel III to ensure that banks hold
sufficient high-quality liquid assets (HQLA) to withstand 30 days of net cash outflows under stress conditions.

Table 1. Liquidity Coverage Ratio of SBI (2015 - 2025)

Year LCR (%) Reg“la“’{oy/ 1)“‘“““““' Remarks
(|}
2015-16 110 60 (phased) Above t'ransmonal
requirement
2016-17 120 70 Improved 11qu.1d1t.y before
demonetization
2017-18 125 30 Surplus llqu}dlty post-
demonetization
2018-19 118 90 Moderated as credit picked
up
2019-20 115 100 Stable before pandemic
Elevated liquidity buffers
202021 135 100 during COVID
2021-22 128 100 Gradual normalization
2022-23 122 100 Strong., Well above
minimum
2023-24 118 100 L1qu1d1t}.f adjusted for
credit growth
2024-25 116 100 Stable with balgnced credit
expansion

Source: SBI Annual Reports (2015-2025); Basel III disclosures.

Interpretation:

SBI consistently maintained LCR above regulatory minimums, averaging 120 percent during the study period. Peaks
occurred in 2017-18 (post-demonetization) and 2020-21 (COVID-19), reflecting conservative liquidity management
during periods of uncertainty.

2. Net Stable Funding Ratio (NSFR)

The NSFR ensures that banks maintain stable funding profiles relative to their asset structures, promoting long-term
resilience.
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Table 2. Net Stable Funding Ratio of SBI (2018 - 2025)
Year NSFR (%) Regulatoi‘gf/ l\Vlinimum Remarks
2018-19 108 100 First year of disclosure
201920 110 100 Stable funding base
2020-21 115 100 Strengthened due to
Anrbianin landia~
2021-22 112 100 Stable despite gradual
Avadit wicna
2022-23 110 100 Adequately funded
2023-24 108 100 Minor decline but still
alhascra liaais
2024-25 107 100 Stable, reflecting
halanand v +1a
Source: SBI Annual Reports (2018 - 2025)
Interpretation:

Since its disclosure in 2018—-19, SBI’s NSFR has remained above the required 100 percent, with an average of 110
percent. This highlights the bank’s strong funding stability, supported by its large base of retail deposits.

3. CASA Ratio
The CASA ratio reflects the share of low-cost deposits in total deposits, which is crucial for ensuring inexpensive and
stable liquidity for working capital needs.

Table 3. CASA Ratio of SBI (2015 - 2025)

Year CASA Ratio (%) Remarks
2015-16 43.8 Healthy base pre-demonetization
2016-17 45.7 Surge due to demonetization inflows
2017-18 44.0 Gradual normalization
2018-19 43.2 Stable trend
2019-20 45.1 Incremental growth before pandemic
2020-21 465 CASA peaked amid pandemic savings

preference

2021-22 453 Normalization phase
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Year CASA Ratio (%) Remarks

2022-23 44.5 Stable low-cost funding

2023-24 44.2 Slight moderation as term deposits rose
2024-25 44.0 Maintained a strong CASA profile

Source: SBI Annual Reports (2015-2025).
Interpretation:

The CASA ratio averaged 44—45 percent, a critical contributor to SBI’s liquidity strength. Spikes in 201617 and
2020-21 reflect behavioral shifts during demonetization and the COVID-19 crisis.

4. Credit Deposit (CD) Ratio

The CD ratio measures the proportion of deposits deployed as loans, indicating the balance between liquidity and

profitability.

Table 4. Credit Deposit Ratio of SBI (2015-2025)

Year CD Ratio (%) Remarks
2015-16 74 Balanced lending—deposit mix
2016-17 72 Lower due to demonetization inflows
2017-18 73 Gradual credit revival
2018-19 75 Increased lending
2019-20 76 Strong cre;leil:1 g;cl)qurilgntum pre-
2020-21 70 Decline amid pandemic slowdown
2021-22 72 Recovery begins
2022-23 74 Steady improvement
2023-24 76 Robust credit expansion
2024-25 78 Highest in decade, signaling growth

IJMRSET © 2025

Source: SBI Annual Reports (2015-2025).
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Interpretation:

The CD ratio indicates that SBI prioritized liquidity during periods of uncertainty (201617 and 2020-21) but
accelerated credit deployment during recovery phases (2018—19 and 2023-25). By 2024-25, the ratio reached 78
percent, balancing growth with liquidity sufficiency.

Overall Findings
The combined analysis of LCR, NSFR, CASA ratio, and CD ratio suggests that SBI’s working capital management
during 2015-2025 was marked by:
* Resilience: LCR and NSFR consistently above regulatory thresholds, even during crises.
» Stability: CASA ratio remained a strong liquidity buffer, averaging ~44 percent.
* Prudence: SBI strategically moderated the CD ratio during stress periods while expanding credit during recovery.
* Adaptability: Liquidity management responded effectively to macroeconomic shocks such as demonetization and
COVID-19.

These results confirm the hypotheses (H1-HS5) that SBI’s working capital management practices ensured compliance
with regulatory standards while adapting to external shocks.

V. DISCUSSION

The findings of this study demonstrate that State Bank of India (SBI) exhibited resilience in its working capital
management over the decade 2015-2025. By analyzing key liquidity and efficiency indicators—Liquidity Coverage
Ratio (LCR), Net Stable Funding Ratio (NSFR), Current Account Savings Account (CASA) ratio, and Credit—Deposit
(CD) ratio—it is evident that SBI’s approach combined regulatory compliance with prudent liquidity practices.

The sustained maintenance of the LCR above regulatory thresholds is consistent with global evidence that large
commercial banks adapt effectively to Basel III norms (Bouwman, 2021). The peak observed in 2020-21 aligns with
literature emphasizing heightened liquidity hoarding during systemic crises such as the COVID-19 pandemic
(Demirgiig-Kunt et al., 2021). SBI’s proactive strengthening of liquidity buffers underscores the argument that Indian
public sector banks adopt conservative liquidity policies during stress periods, prioritizing solvency over short-term
profitability.

Similarly, the consistently stable NSFR since 2018-19 reflects SBI’s strong retail deposit base, a factor highlighted
by Singh and Sharma (2019) as a distinctive advantage for Indian public sector banks compared to private banks, which
rely more heavily on wholesale funding. The results validate the hypothesis that a diversified and low-cost funding
structure supports long-term stability in working capital management.

The CASA ratio findings illustrate how depositor behavior responds to macroeconomic shocks. The sharp increase
during demonetization (2016—17) mirrors prior studies that noted abnormal deposit inflows in banks due to sudden
liquidity injections (Chaudhuri, 2017). Likewise, the peak in 2020-21 corresponds with the global shift of households
toward safer bank deposits during the pandemic (Ozili & Arun, 2020). These findings corroborate the role of CASA
deposits in lowering banks’ cost of funds and enhancing liquidity flexibility.

The CD ratio trend further reflects SBI’s balancing act between liquidity preservation and credit expansion. Declines
during demonetization and COVID-19 are consistent with earlier studies showing that Indian banks curtailed lending
during high uncertainty (Banerjee & Nayak, 2020). Conversely, the steady rise from 2021 onward aligns with the
recovery of credit demand in India’s post-pandemic economy, supporting findings from the Reserve Bank of India’s
reports on banking sector growth (RBI, 2023).

When compared with previous literature on Indian banking, this study reinforces the centrality of regulatory
frameworks and depositor behavior in shaping working capital management. Aggarwal and Bhattacharya (2018)
emphasized that liquidity management in Indian banks must adapt dynamically to both macroeconomic events and
regulatory constraints. SBI’s decade-long performance confirms this adaptability, particularly in its ability to balance
profitability with resilience.
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Overall, the evidence suggests that SBI’s working capital management has been guided by three core principles:
regulatory compliance, conservative liquidity buffers, and gradual credit expansion aligned with macroeconomic
conditions. These results extend the literature by offering a decade-long perspective that captures two major systemic
shocks—demonetization and COVID-19—providing insights into how India’s largest public sector bank navigated
liquidity challenges without compromising stability.

VI. CONCLUSION

This study examined the working capital management practices of the State Bank of India (SBI) over the decade
spanning 2015-2025, with a focus on key indicators such as the Liquidity Coverage Ratio (LCR), Net Stable Funding
Ratio (NSFR), CASA ratio, and Credit-Deposit (CD) ratio. The results demonstrate that SBI has consistently
maintained robust liquidity and funding structures, highlighting its capacity to balance regulatory compliance, financial
stability, and credit expansion in the face of evolving macroeconomic conditions.

One of the central findings is the sustained maintenance of liquidity above mandated thresholds. The bank’s
adherence to Basel III requirements, even during periods of systemic stress such as demonetization (2016) and the
COVID-19 pandemic (2020-21), illustrates its conservative yet adaptive liquidity management approach. This aligns
with the view that public sector banks, particularly SBI, prioritize solvency and long-term stability over aggressive
profitability pursuits (Aggarwal & Bhattacharya, 2018). Such practices not only safeguarded SBI’s position during
crises but also enhanced depositor confidence, which in turn contributed to its funding stability.

The CASA ratio analysis underscores the significance of depositor behavior in working capital dynamics. The surge
in CASA deposits during demonetization and again during the pandemic reaffirms the argument that public trust in
banks, especially systemically important ones like SBI, remains strong during uncertain times (Chaudhuri, 2017; Ozili
& Arun, 2020). This low-cost funding base gave SBI a competitive edge by lowering its overall cost of capital and
providing flexibility in credit allocation.

The CD ratio trends revealed how SBI balanced liquidity preservation with lending activities. While credit growth
slowed during high-uncertainty periods, the bank exhibited resilience by cautiously resuming loan expansion in the
post-pandemic recovery phase. This balance is crucial because overly conservative liquidity management can hinder
economic growth, whereas excessive lending without sufficient liquidity buffers can endanger financial stability. SBI’s
approach demonstrates a pragmatic middle path, reflective of its role as India’s largest commercial bank.

Policy Implications

From a policy perspective, the findings highlight the importance of maintaining strong liquidity frameworks for
systemically important banks. Regulators such as the Reserve Bank of India (RBI) may consider SBI’s performance as
a benchmark for other institutions in terms of compliance with Basel norms and liquidity resilience. Moreover, the role
of CASA deposits in stabilizing working capital emphasizes the need for policies that encourage financial inclusion and
deposit mobilization, particularly in rural and semi-urban areas where SBI has a dominant presence.

Another implication lies in the integration of technology and digital banking. The surge in deposit flows during
demonetization and COVID-19 was facilitated partly by SBI’s robust digital platforms, which allowed customers to
transact and deposit funds seamlessly. Future policy should focus on strengthening digital infrastructure across all
public sector banks to replicate this stability-enhancing effect.

Practical Implications

For practitioners, the study suggests that effective working capital management requires a balance between regulatory
compliance and market responsiveness. SBI’s case illustrates how maintaining conservative liquidity buffers can shield
banks during shocks while still enabling them to meet credit demands during recovery phases. Bank managers can also
draw lessons on the strategic role of low-cost deposit mobilization in sustaining profitability and liquidity.

Furthermore, the findings imply that risk management frameworks must remain dynamic, adapting to macroeconomic

changes rather than adhering to static models. This adaptability was key to SBI’s resilience during both demonetization
and the pandemic.
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In conclusion, SBI’s working capital management between 2015 and 2025 serves as a case study in balancing
regulatory, operational, and market-driven factors. Its ability to maintain liquidity, leverage low-cost deposits, and
resume credit growth responsibly underscores its systemic importance to the Indian economy. Future research could
extend this analysis by comparing SBI with private-sector counterparts or exploring how emerging fintech trends
reshape working capital dynamics in large banks.

Overall, the study affirms that sound working capital management is not only a financial imperative for banks but also
a cornerstone for economic stability and growth in India.
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