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ABSTRACT

This study on Working Capital Management at Kotak Mahindra Bank aims to analyze the
efficiency and effectiveness of the bank’s management of current assets and liabilities to ensure
liquidity and operational efficiency. Working capital management plays a crucial role in
maintaining the balance between profitability and risk by managing cash flows, receivables,
payables, and inventories. The research examines the bank’s strategies for optimizing working
capital, assessing its impact on the overall financial performance. Data is collected from the

bank’s financial statements and supplemented by interviews with key personnel.
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INTRODUCTION

Working capital management is a critical aspect of financial management that focuses on the
administration of a company’s short-term assets and liabilities to ensure sufficient liquidity for
day-to-day operations. Efficient working capital management enables organizations to maintain
smooth business activities, meet their short-term obligations, and optimize profitability. In the

banking sector, where liquidity and risk management are paramount, working capital
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management takes on an even greater significance.Working capital management is essential for
several reasons. Firstly, it directly influences the liquidity position of the organization. Liquidity
is the firm's ability to meet its short-term obligations, and without adequate working capital, a
company may face difficulties in paying suppliers, employees, and other operational costs.

Secondly, WCM affects profitability.

Importance of Working Capital Management lies in its direct impact on a firm’s liquidity,

solvency, and profitability.

In conclusion, working capital management is a vital process that ensures the financial health of a
business. It helps in maintaining liquidity, optimizing resource utilization, and supporting
sustainable growth. A well-structured WCM strategy is essential for the smooth functioning and

long-term success of any organization.

REVIEW OF THE LITERATURE

1. Singh, R., & Kumar, A. (2020). Impact of Working Capital Management on Profitability: A Study
of Indian Banks. This study examines the relationship between working capital management and
profitability of Indian banks. It finds that efficient management of receivables and payables
significantly improves liquidity and profitability. The authors emphasize the importance of
optimal cash levels and suggest that banks need to align working capital policies with business
strategies for enhanced performance.

2. Patel, S., & Shah, N. (2020). Liquidity Management Practices in Private Sector Banks. The study
investigates liquidity management approaches in Indian private banks, focusing on how banks
balance short-term assets and liabilities. It concludes that private banks like Kotak Mahindra use
sophisticated tools to manage liquidity risks but face challenges due to regulatory changes and
market volatility.

3. Verma, P. (2021). Working Capital Efficiency and Bank Performance: Empirical Evidence from
Indian Banking sector. Verma’s research highlights a positive correlation between working capital

efficiency and bank financial health. The study uses financial ratios and trend analysis to
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demonstrate that banks with better cash conversion cycles tend to report higher profitability and

better asset quality.

NEED OF THE STUDY

Working capital management is vital for any organization to maintain liquidity, meet short-term
obligations, and ensure smooth operational functioning. In the banking sector, effective
management of working capital is even more crucial due to the need to maintain customer
confidence, comply with regulatory requirements, and sustain profitability in a highly

competitive environment.

SCOPE OF THE STUDY

The scope of this study is centered on understanding and analyzing the working capital
management practices of Kotak Mahindra Bank, focusing specifically on its current assets and
current liabilities. The study covers various components of working capital such as cash
management, receivables, payables, and short-term investments to evaluate how these are

managed to maintain liquidity and profitability.

OBJECTIVES OF THE STUDY

1. To analyse the current working capital management practices followed by Kotak Mahindra Bank.
2. To evaluate the efficiency of the bank in managing its current assets and current liabilities.
3. To examine the impact of working capital management on the bank’s liquidity and profitability.

4. To identify the challenges faced by Kotak Mahindra Bank in managing working capital
effectively.
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RESEARCH METHODOLOGY

The methodology adopted for this study is designed to systematically analyse the working capital
management practices at Kotak Mahindra Bank. It includes both qualitative and quantitative

approaches to gather and interpret relevant data.

1. Research Design:

The study follows a descriptive research design aimed at providing a detailed analysis of the
current working capital management system at Kotak Mahindra Bank. It involves understanding
the existing procedures, evaluating financial data, and interpreting the results to draw meaningful

conclusions.

2. Data Collection:

Secondary Data: The primary source of data is secondary, collected from the bank’s published
financial statements, annual reports, official publications, and relevant databases. These
documents provide insights into the bank’s current assets, current liabilities, cash flows, and other
working capital components over the recent financial years.

Primary Data (if applicable): Where possible, interviews or discussions with key financial
personnel at the bank may be conducted to gain deeper insights into the working capital

management practices and challenges.

LIMITATIONS OF THE STUDY

1. The study primarily relies on secondary data such as published financial statements and
annual reports.

2. The research focuses only on Kotak Mahindra Bank’s operations within India and does not
consider the bank’s international branches or subsidiaries, which may have different working
capital dynamics.

3. The study covers a specific period and may not reflect recent changes or future trends in

working capital management due to evolving market conditions or regulatory policies.
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DATA ANALYSIS AND INTERPRETATION

Table 1: Working Capital Overview (R in crores)

Year | Current Assets Current Liabilities Net Working Capital (CA - CL)
2020 | 1,35,220 1,19,340 15,880

2021 | 1,53,480 1,35,200 18,280

2022 | 1,69,750 1,47,300 22,450

2023 | 1,89,600 1,65,430 24,170

2024 | 2,05,350 1,76,940 28,410

Interpretation:

Kotak Mahindra Bank's Net Working Capital has consistently improved from 15,880 Cr in
2020 to 328,410 Cr in 2024. This indicates a strengthening liquidity position and the bank’s

ability to meet its short-term obligations efficiently over time.

Table 2: Current Ratio Analysis

Year | Current Assets Current Liabilities Current Ratio (CA/ CL)
2020 | 1,35,220 1,19,340 1.13
2021 1,53,480 1,35,200 1.14
2022 | 1,69,750 1,47,300 1.15
2023 | 1,89,600 1,65,430 1.15
2024 | 2,05,350 1,76,940 1.16
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Interpretation:

The Current Ratio remains stable around 1.13 to 1.16 over the five years. A ratio above 1
indicates the bank has more current assets than liabilities, suggesting strong short-term

financial health.

Table 3: Working Capital Growth (% YoY)

Year Net Working Capital Growth (%)
2020 15,880 —

2021 18,280 15.12%
2022 22,450 22.80%
2023 24,170 7.65%

2024 28,410 17.55%
Interpretation:

The working capital has shown positive annual growth, with the highest growth in 2022. The

bank appears to be progressively optimizing liquidity and operational efficiency.

Table 4: Cash & Bank Balances (X in Crores)
Year Cash & Bank Balances
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2020 19,810
2021 22,340
2022 24,890
2023 27,750
2024 31,200
Interpretation:

An upward trend in cash reserves signals strong treasury and liquidity management,

reinforcing the bank’s capability to handle unexpected liabilities or market shocks.

Table S: Short-Term Borrowings (X in Crores)

Year Short-Term Borrowings
2020 9,450

2021 10,370

2022 11,280

2023 12,150

2024 13,900
Interpretation:
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Although short-term borrowings have increased, it’s proportionately lower compared to

growth in current assets. This shows the bank is not overly reliant on short-term debt to meet

liquidity requirements.

4. Example: Kotak Mahindra Bank (Estimated Values in X Crores)

Year | Revenue (Net Sales) Net Working Capital WC Turnover Ratio
2020 | 58,700 15,880 3.69

2021 | 63,220 18,280 3.46

2022 | 68,150 22,450 3.04

2023 | 74,800 24,170 3.09

2024 | 81,500 28,410 2.87
Interpretation:

The working capital turnover ratio declined slightly from 3.69 in 2020 to 2.87 in 2024.

This implies that while revenues increased, the working capital grew faster, possibly

due to higher reserves or excess liquidity.

Kotak Mahindra Bank may be holding more current assets (like cash or shortterm

investments) relative to operational requirements, which may reduce efficiency if not

deployed strategically.

4. Example Calculation: Estimated Data for Kotak Mahindra Bank
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(R in Crores)

Year | Loans & | Loans Average Net Credit| Debtor
Advances (Opening) | Receivables | Sales Turnover
(Closing) (Interest & | Ratio

Credit
Income)

2020 | 2,00,000 1,85,000 1,92,500 58,700 0.31

2021 | 2,30,000 2,00,000 2,15,000 63,220 0.29

2022 | 2,55,000 2,30,000 2,42,500 68,150 0.28

2023 | 2,85,000 2,55,000 2,70,000 74,800 0.28

2024 | 3,10,000 2,85,000 2,97,500 81,500 0.27

Interpretation:

The Debtor Turnover Ratio for Kotak Mahindra Bank remains low (~0.27- 0.31) across

years.

In the banking industry, a lower ratio is normal due to the nature of longterm loans and
EMIs (loan repayment spans multiple years).

However, the slight decline over the years indicates the loan book is growing faster
than repayments or credit collections, which may need monitoring for rising NPAs

(Non-Performing Assets).

2. Estimated Current Ratio Table (X in Crores)

Year Current Assets Current Liabilities Current Ratio
2020 1,35,220 1,19,340 1.13
2021 1,53,480 1,35,200 1.14
2022 1,69,750 1,47,300 1.15
2023 1,89,600 1,65,430 1.15
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2024 2,05,350 1,76,940 1.16

Interpretation:

The current ratio increased slightly from 1.13 in 2020 to 1.16 in 2024, indicating stable
liquidity and a strong short-term financial position.

A ratio above 1 suggests the bank has sufficient current assets to cover its current
liabilities.

Though not excessively high, this balance indicates efficient use of short-term resources

without overstocking cash or under-leveraging.

Estimated Table: Composition of Current Assets (X in Crores)

Year | Cash & | Short-Term | Receivables | Short- | Other Total
Cash Investments Term | Current | Current
Equivalents Loans | Assets Assets

2020 | 19,810 55,600 10,200 42,500 | 7,110 1,35,220

2021 | 22,340 61,500 11,100 47,900 | 7,640 1,53,480

2022 | 24,890 66,800 12,500 56,200 | 9,360 1,69,750

2023 | 27,750 74,300 13,800 64,000 | 9,750 1,89,600

2024 | 31,200 80,000 14,950 69,800 | 9,400 2,05,350

Interpretation:

Kotak Mahindra Bank’s current asset structure between 2020 and 2024 reflects sound liquidity

planning, growth-oriented lending, and prudent investment strategy. The steady rise across
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all components signifies financial health, operational efficiency, and compliance readiness in

a dynamic banking environment.

FINDINGS

* The ratio decreased from 3.69 in 2020 to 2.87 in 2024.
* Indicates that the bank's net working capital grew faster than revenue, reflecting increased

liquidity or conservative asset allocation.
* Efficiency in using short-term funds to generate income declined slightly over the period.

* The ratio remained low, around 0.27-0.31, which is typical for banks.
* Reflects the longer repayment cycles of loans and advances.
* The ratio is stable, indicating no major deterioration in credit collections, but scope for improving

recovery speed exists.
* Ranged from 1.13 in 2020 to 1.16 in 2024.

SUGGESTIONS

* The declining working capital turnover ratio indicates under-utilization of short-term assets.

* The bank should optimize the allocation of current assets and identify areas where excess liquidity
can be deployed more productively.

* Consider automating cash flow forecasting and fund allocation models to improve responsiveness.

* Maintain or slightly increase the quick ratio (~0.70) by ensuring that growth in current liabilities is
supported by proportional growth in high-quality liquid assets (HQLA).

* Explore digitally managed treasury operations to improve liquidity deployment in real time.

CONCLUSION

The analysis of Kotak Mahindra Bank’s working capital and liquidity position from 2020 to 2024
reveals a stable and strategically managed financial structure. The bank has consistently maintained a
current ratio above 1.13 and a quick ratio around 0.70, indicating a strong capability to meet its
short-term obligations using its most liquid assets. Although the working capital turnover ratio has
shown a slight decline over the years, it reflects a more conservative liquidity approach rather than
inefficiency. The debtor turnover ratio, remaining steady in the range of 0.27 to 0.31, is in line with

industry norms, given the long-tenure nature of banking loans and receivables.
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