INTERNATIONAL JOURNAL OF INFORMATION ISSN
TECHNOLOGY AND MANAGEMENT SCIENCE 2231-6752

“A STUDY ON LOAN DISTRIBUTION STRATEGIES IN BANKING SECTORS AT
CITY UNION BANK THUTTIPATTU”

M.A.TONEYRAJEN! Dr.S.P. MANICKA VASUGI®> Dr. K. SENTHILKUMAR? Dr. R. RAJKUMAR?*
Student Professor, Department of Associate Professor, Department  Director & Professor,
Depart;nent of Management,Annai College of Management, Annai Department of Management,
Management, Annai of Arts And Science, College of Arts and science Annai College of Arts and
College of Arts And Kovilacheri. kovilacheri, India science kovilacheri, India

Science, Kovilacheri.

Abstract

The study also undertakes a comparative study of the methods of loan distribution between
public and private sector banks: Comparing segmentation, underwriting practice, delivery
channel and loan portfolio. The study is based on both primary and secondary data of bank
customers and officials with references to secondary sources like there ports presenting by the
RBI and the published researches and uses parameter so the loan processing time, interest rates,
documents required, and customer satisfaction. The results indicate that the presence of the
public sector banks is more concerned with the affordability and accessibility, which are
achieved by reducing the interest rates and accommodating even more areas in the priorities,
vet are deficient in the velocity and effectiveness of the services .Instead, the banks in the private
sector want to take advantage of technology and efficient systems in order to provide quicker
disbursals, variety on products, and customer satisfaction, with an increment in interest rates by
small amount. The paper finds that the two sectors have complementary contributions in serving
diverse needs of borrowers, as well as in promoting improved practices between the two sectors
to strike an equilibrium of efficiency, affordability and inclusiveness.
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1.Introduction

Banking systems play a central role in credit intermediation and which ownership and
governance structure leads to the different design and implementation of various strategies of
distributing loans by banks Public banks normally have a mix of commercial and developmental
focus, priority sector lending and financial inclusion and private banks are focused on
profitability, quality of assets and scalability through technology. These differences may affect
the design of their products (e.g. term loans as opposed to working capital lines), screening
mechanisms (relationship-based lending as opposed to score-based lending), their delivery
(branch-intensive as opposed to digital) and portfolio structure (retail as opposed to MSME as
opposed to corporate).Iltiswell-knownthatcomparativestudiesofpublicandprivate banks have
recorded tradeoffs between developmental mandate and market efficiency. Government
ownership, however, can be used to maintain a countercyclical supply of funds, as well as open
up to credit deprived the segments, butit becomes the source of the agency frictions as well as
the risk of politicization (La Porta, Lopez-de-Silanes, & Shleifer, 2002; Micco and Panizza,
2006). In India, the concept of liberalization in the 1990s and entry of new banks in the form of
incursion by private players have led to some interesting
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2 Review Of Literature

> Satya Kishan & Manoj Kumar Dash (2024) — An Analysis of Financial Performance
of Select Banking Industries in India — Compares financial performance of SBI, PNB (public)
with Axis Bank and ICICI Bank (private) using profitability and asset quality metrics'.

> Paul, S. (2024) — A Comparative Analysis of Financial Performance of Public and
Private Sector Banks with Special Reference to SBI and IDFC First Bank — Ratio analysis
comparing SBI (public) and IDFC First Bank (private)?.

> Shukla, S. (2016) — Performance of the Indian Banking Industry: A Comparison of
Public and Private Sector Banks — Analyzes size, growth, profitability and soundness of 46
banks, highlighting differences between sectors.

> Dr. A. Madhavi Latha (2023) — A Comparative Study of Financial Performance of
Public and Private Sector Banks in India — SBI vs ICICI Bank performance analysis**°.

> Pooran Singh et al. (2021) — Performance of Public and Private Banks in India: Quality,
Cost, and Contributing Factors — Mixed-method study comparing efficiency and customer
satisfaction across 20 banks’%.

> Ch. Balaji & G. Praveen Kumar (2015) — A Comparative Study on Financial
Performance of Selected Public & Private Sector Banks in India — Five public and five private
banks analyzed across financial ratios’.

> Lenhard (2017) Lenhard examined the "originate-to-distribute" model of lending, where
banks originate loans and subsequently transfer them to other financial institutions. The study
found that while this strategy improves liquidity and expands lending capacity, weak monitoring
may lead to lower lending standards and increased financial risk if not properly regulated. '°

> Vansteenberghe (2025) The study explored how monetary policy and uncertainty
influence credit supply. Findings indicated that increased uncertainty raises lending rates and
credit rationing, causing banks to adopt more cautious loan distribution strategies. Financially
constrained borrowers were particularly affected by tighter lending conditions. !!

3.Scope Of the Study

The study focuses on evaluating key financial indicators such as profitability ratios, liquidity
ratios, and asset quality (Non-Performing Assets) to assess the overall financial health and
efficiency of banks .In addition to financial performance, the study also covers customer
satisfaction, service quality, and the level of technology and digital banking services offered by
public and private sector banks. Primary data is collected from bank customers through a
structured questionnaire, while secondary data is obtained from annual reports of banks, Reserve
Bank of India publications, and relevant journals. The geographical scope of the study is
confined to selected branches within a specific region, and the findings are based on the
responses received during the study period. The analysis does not cover all banks operating in
the country; instead, it is restricted to selected representative banks. Therefore, the conclusions
drawn from the study are subject to the limitations of sample size, time constraints, and data
availability.

4.0bjectives of the study

> This study aims to draw comparisons of loan distribution between the
approach of public and privatized sector banks, including the disparity in the segmentation,
underwriting, delivery strategies and portfolio compositions

> To understanding as how the ownership structure drives loan allocation,
reach and efficiency in serving the varied needs of the borrower and market.

5.Research Methodology
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Research Methodology refers to the systematic framework, methods, and procedures used by a
researcher to collect, analyze, and interpret data in order to answer research questions or achieve research
objectives. It explains how the research is conducted and why particular methods and techniques are
chosen.

5.1SampleDesign

The research design widely used in this study is comparative, descriptive and analytical research
design; it also uses both primary and secondary data. Primary data will be gathered using
structured questionnaires on the bank officials and customers of the sample of the selected banks
(public and government) and secondary data will be obtained in form of annual reports,
publications by RBI and related research studies.

5.2 Data analysis Procedure

Primary information obtained through the use of 120 respondents representing 60 customers of
the public and 60 of the private sector banks was analyzed in order to comprehend the distinction
in terms of loan distribution strategy. The factors researched were speed of processing a loan,
interest rates charged, documentation applied, variety of the products and customer satisfaction.
Data analysis was performed at percentages, mean scores, and t-tests, which helped establish the
relevance in differences.

5.3Limitations Of The Study

> There are quite a number of limitations associated with this study, which must be
put into consideration when analyzing the results.
> First is the insularity in the sample size as it was only confined to a select group of

customers and officials of a given list of public and privately owned banks that do not
necessarily include the full spectrum of practices of the whole banking industry

> Second, the research concentrated on loan distribution approaches at the local
level, and the regional differences in the policies, customer base, and market environment can
affect the possibility to generalize the findings.

6.Analysis And Interpretation

Table 6.1: Comparative Analysis Table

Basis Public Sector Banks Private Sector Banks
Interes tRate Lower Higher

Loan Approval Slow Fast

Documentation More Less

Customer Service Average Better

Flexibility Limited High

Risk Tolerance Low Moderate

Interpretation: The organization shows a male- dominated workforce with 58% male
employees, whilefemaleemployeesconstituteasignificant42%.

Table 6.2: CUBYEARLY REPORT

DEPOSITS ADVANCES |[CASA |NET TOTALBUSINESS SLIPPAGE
(inCr) (inCr) (inCr) |PROFIT ((inCr) RATIO(in
(inCr) %)
2025 63526 53066 18119 (1124 116592 1.54
2024 55657 46481 17050 1016 102138 2.18
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2023 52398 43971 15657 1937 96369 3.02
2022 147690 41156 15529  [760 88846 3.10
2021 44537 37021 12981 |593 81558 3.01
Interpretation:

Public sector banks are suitable for borrower seeking low-cost loans. And Private sector banks
are ideal for borrowers who need quick funds.

Table 6.3:AssetRatiosComparison(2022-2025)

Ratio Formula SBI CUB Interpretation
(2025) |(2025)
Loans/Deposits CUB deploys more
CD Ratio x100 75% 78% deposits to loans
Loans/Total Assets CUB focuses slightly
Loan/Assets %100 65% 67% more on loans
Investment/Assets  (Investments/Total 22% 19% SBI holds more
Assets X100 investments
Gross NPA NPAs/Advances 2.8% 3.2% CUB has higher gross
x100 NPA
Net NPA Net NPAs/Net|0.8% 1.5% SBI better asset quality
Advancesx100
Asset Turnover Total Income/Total|0.08 0.087 CUB generates more
Assets income/asset

Interpretation:
CUBshowsstrongercreditdeployment(higherCDratio).SBIhasbetterassetquality(lowerNPAratios).
CUButilizesassetsefficientlytogenerateincome.

Table 6.4: Net Interest Margin(NIM)

Year NIM(%) Liquid Ratio
2015 3.10 0.98
2016 3.05 1.01
2017 3.12 1.03
2018 3.25 1.05
2019 3.18 1.07
2020 3.22 1.09
2021 4.00 1.10
2022 3.98 1.12
2023 3.89 1.15
2024 3.65 1.18
2025 3.60 1.21
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Interpretation:
As table and gradually rising NIM over 10 years indicates sustained profitability from lending
operations.

Table 6.5: 10-YearRatioTrendAnalysis(2015-2025)

Ratio 2015 2020 2025 Trend

CD Ratio 70% 75% 78% 1

Loan/Assets 60% 63% 67% 1

Investment Ratio  |25% 22% 19% l

Gross NPA 5.5% 4.0% 3.2% l

Net NPA 3.5% 2.2% 1.5% !
Interpretation:

OverlOyears,CUB shows disciplined asset growth and improving credit quality.
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7.Summary Of Findings
. Dominance of Public Sector Banks in Priority Sector Lending
. Rapid Growth of Retail Loans In Private Sector Banks
. Higher Loan Volume in Public Sector Banks
. Better Credit Appraisal in Private Sector Banks

8.Suggestions
> Public sector banks should adopt advanced credit appraisal tools, data analytics, and Al-
based risk assessment models to reduce NPAs and improve loan quality.

> Improving Loan Processing Efficiency

> Digitization of loan documentation and approval processes should be enhanced in public
sector banks to reduce turnaround time and improve customer satisfaction.

> Both public and private sector banks should maintain a balanced mix of priority and non-
priority sector loans to ensure stability and sustainable growth.

> Enhanced Monitoring and Recovery Mechanisms

> Regular monitoring of loan accounts, early warning systems, and effective recovery

mechanisms should be implemented, especially in public sector banks.

9.Conclusions

The present study on loan distribution in public and private sector banks in India highlights the
crucial role played by both banking segments in supporting economic growth and financial
stability .Loans and advances form the backbone of banking operations, and their effective
distribution determines the overall health and performance of the banking system. The study
clearly indicates that public sector banks continue to dominate in terms of total loan volume and
priority sector lending. Their strong presence in rural and semi-urban areas enables them to
extend credit to agriculture ,MSMEs, and economically weaker sections of society.
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