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Abstract 
 

The present study is an endeavour to understand trend of financial performance of Mizoram Co-
operative Apex Bank Ltd. and Mizoram Rural Bank. Mizoram is one of the smallest state in India, 
situated in North East part of India. Its economy is driven by service sector due to absence of 
corporate sector and back warded agriculture sector. Among 25 commercial banks present in 
Mizoram, MCAB and MRB which are established for mainly development of rural and 
agricultural sector is covered under this study. Certain financial ratios are utilised to analyse the 
financial performance of the selected banks. Study found that MRB, which is bigger in terms of 
business and branch performed better in almost all parameters except Credit Deposit Ratio. For 
financial institutions like banks, expanding business and greater credit outreach result in better 
performance in the long run. 

 

INTRODUCTION 

An efficient banking system is recognized as basic requirement for the economic development 
of any economy (Singh & Tandon, 2012). There is no single economy in this world which can 
prosper with under-achieving banking sector driven by it. Banking companies, whether small or 
big have a responsibility of channelizing money resources to the needy sector and mobilise it for 
profitable and meaningful investments. The banking sector is considered to be an important 
source of financing for most businesses (Alkhatib & Harsheh, 2012). In India, we have many 
banking companies in the form of public undertakings, private undertakings and co-operative 
undertakings. They all served the economy in mobilising money resources from one sector to 
another. They spread across India from urban areas to remote rural areas for a meaningful 
purpose. 

Mizoram, one of the smallest states in North East India is driven by service sector as 
contribution of corporate sector is almost nil. About 60% of its population engaged in back 
warded agricultural sector and its contribution is only about 10%. One of the most important 
factors for development of Mizoram Economy is banking sector. Over the last five to ten years, 
banking sector shows tremendous improvements in Mizoram at all corners. According to 
Economic Survey 2014-15, banking sector serve about 6,901 people per branch as compared to 
national average of 15,000 people. Overall credit deposit ratio stood at 47.14. As of now, there 
are about 160 branches owned by 25 commercial banks in Mizoram. The total deposits 
registered an absolute increase of Rs.660.84 crore from ₹ 4257.74 crore as at the end of 
September 2013 to ₹ 4918.58 crore as at the end of September 2014, showing a growth of 
15.52 % during a year. While total advances increased from ₹ 1968.16 crore as on September 
2013 to ₹ 2318.49 crore as on September 2014, registering a growth of 17.80%. 

Mizoram Co-operative Apex Bank Ltd. (MCAB) is State Co-operative bank set up on 5th 
December 1978 under the Assam Cooperative Society Act, 1949 as extended to Mizoram. As of 
now, the bank have 13 branches all of them set up in state capital and district capital across the 
state, currently the bank have 183 shareholders comprising of certain co-operative societies 
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and Government of Mizoram. Currently the bank employed 160 employees (Annual Report 
2014-15) 

Mizoram Rural Bank (MRB), established on 27th September 1983 under the Regional Rural 
Bank Act 1975, is perhaps the only RRB in the country having a spread in all the districts and 
blocks of a state. It covers 8 districts and 25 RD blocks including 1 urban and 11 semi urban 
centres. The bank have three shareholders comprising of Government of India, Government of 
Mizoram and State Bank of India (Sponsor Bank), who subscribe share capital in the ratio of 
50:15:35. As on 1st April 2014, the Bank is having 3 Scale-V, 6 Scale-IV, 12 Scale-III, 29 Scale-II 
and 25 Scale-I branches totalling 75 branches. Currently, the bank employed 322 employees 
(Annual Report 2013-14). 

REVIEW OF LITERATURE 

Singh & Pundir (2000) analysed the operation of cooperative sector in Indian Economy as a 
whole and identify their importance, contribution and their weaknesses as well. Despite their 
overwhelming importance in India‘s rural economy, most of the co-operatives are, however, not 
financially viable due to a variety of reasons and suffer from many other internal and external 
constraints. 

Kabra & Singh (2008) analysed the performance of Mizoram Cooperative Bank in lending credit 
to priority sector like agriculture and industries in Mizoram during 1989-1990 to 2001-2002. 
The study found that MCAB is only concentrated in the urban sector only and their branch 
expansion in rural areas is yet to take place. 

Sadek et al. (2010) analysed the six dimensions (compliance, assurance, reliability, tangible, 
empathy and Responsiveness) between Cooperative Banks and Islamic Bank of Britain in United 
Kingdom. The findings showed that the Compliance issues were very significant for IBB 
customers, while the same cannot be referred to the CB customers, who furnish more 
importance to Empathy and Responsiveness. 

Soni & Saluja (2010) analysed the performance of cooperative banking in respect of agricultural 
credit and rural development and its role in Chhattisgarh. Study found that cooperative banks 
are playing a significant role for agricultural credit and rural development and played a major 
role in rural credit delivery of Chhattisgarh State. The study suggest that cooperative must try to 
increase their credit outreach by opening branches in business areas and that cooperative 
banks must change their loan policies on the basis of crop loan system. 

Kumbirai & Webb (2010) This paper investigates the performance of South Africa’s commercial 
banking sector for the period 2005- 2009. Financial ratios are employed to measure the 
profitability, liquidity and credit quality performance of five large South African based 
commercial banks. The study found that overall bank performance increased considerably in 
the first two years of the analysis. A significant change in trend is noticed at the onset of the 
global financial crisis in 2007, reaching its peak during 2008-2009. This resulted in falling 
profitability, low liquidity and deteriorating credit quality in the South African Banking sector. 

Singh & Tandon (2011) analysed financial performance of SBI and ICICI during 2007-2012 on 
various parameters. The study found that SBI is performing well and financially sound than 
ICICI Bank but in context of deposits and expenditure ICICI bank has better managing efficiency 
than SBI. 
 
Selvkumar et al. (2013) analysed income and expenditure, position of deposits and advances, 
and profitability of the Rural Regional Banks in India. Further it compares the performance with 
the Scheduled Commercial Banks in India, and provides suggestions on the basis of the findings. 
Findings of a study are framed by answering certain hypotheses frame in the study. The study 
found that there is no significant difference between performance of Regional Rural Banks and 
Scheduled Commercial Banks in India except on demand deposits and time deposits. 
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OBJECTIVES OF THE STUDY 

Following are the objectives of the study: 

1) To study the financial performance of MCAB and MRB. 
2) To compare the financial performance of MCAB and MRB 

RESEARCH METHODOLOGY 

This study made an attempt to study the trend of financial performance of MRB and MCAB over 
the last five years starting from FY 2009-10 to FY 2013-14. MCAB and MRB are chosen out of 25 
banks present in Mizoram as both these banks are established particularly for development of 
rural and backward sector in Mizoram rather than mainly for commercial purpose. Secondary 
data are obtained from their published annual report. Other relevant information is obtained 
from the bank officers and from their websites as well. Ratio analysis in the form of percentage, 
Compound Growth Rate (CGR) and mean are employed to analyse the trend of financial 
performance of the banks. 

Following parameters are used to analyse the financial performance of banks: 

1) Total Assets 
2) Advances 
3) Advances to Total Assets Ratio 
4) Deposits 
5) Deposits to Total Assets Ratio 
6) Credit Deposit Ratio 
7) Investments 
8) Investments to Total Assets Ratio 
9) Operating Income  

10) Interest Income to Total Income 
11) Operating Expenses  
12) Interest Expenses to Total Expenses 
13) Operating Profit 

DATA ANALYSIS 

TOTAL ASSETS:  

Total assets show the overall size of the business of the organisation in simplest form. 
Organisation, whether profit organisation or no-profit entities are judged from their overall 
assets and can be understood easily. 

Table 1: Total Assets (₹ in lakh.) 

 
YEAR 

MCAB MRB 

₹ % CHANGE ₹ % CHANGE 

2009-10 31111.76 NIL 58736.44 NIL 

2010-11 38277.23 23.03 77798.09 32.45 

2011-12 44097.86 15.21 107447.3 38.11 

2012-13 50202.6 13.84 125790.5 17.07 

2013-14 56943.32 13.43 156782.4 24.64 

MEAN 44126.55  105310.9  

CGR 7.24  12.39  

(Source: Banks’ Annual Report) 
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The above table shows total assets position of the banks over the last five years. Total assets of 
MCAB shows average of ₹44,126.55 lakhs against MRB of ₹1,05,310.9 lakhs over the last five 
years. We can also find that Total Assets of MCAB was compounded annually at 7.24% and that 
of MRB was 12.39% over the same years. Nonetheless, assets of MCAB are more stable than that 
of MRB as it stays near 15% for most of the time. 

ADVANCES:  

Advances shows how much amount is disbursed by the bank in terms of loan and other 
advances to the individual as well as organisations. Advances are short term investments made 
by the bank on which interest is charged accordingly. 

Table 2: Advances (₹ in lakh.) 

 
YEAR 

MCAB MRB 

₹ % CHANGE ₹ % CHANGE 

2009-10 15260.5 NIL 23452.67 NIL 

2010-11 18955.83 24.21 29388.82 25.31 

2011-12 23705.52 25.06 40289.04 37.09 

2012-13 29009.84 22.38 54984.08 36.47 

2013-14 34127.93 17.64 63370.84 15.25 

MEAN 24211.92  42297.09  

CGR 9.67  12.52  

(Source: Banks’ Annual Report) 

The above table reveals the amount of advances made by the banks to the public. MCAB made 
advance at an average of ₹24,211.92 lakhs and MRB made advance at an average of ₹42,297.09 
lakhs during the study period. Advances made by MRB increased at 12.52% compounded 
annually and that for MCAB it increased at 9.67% compounded annually for the same period. 
We can also see that advances received by MCAB are more stable than that of MRB. 

ADVANCES TO TOTAL ASSETS RATIO:  

Advances to total assets ratio shows how much an investment is made in terms of short term 
and long term loan to the public from total business of the banks. And it also showed how much 
banks utilised its funds for public from its total business. 

Table 3: Advances to Total Assets Ratio 

YEAR 2009-10 2010-11 2011-12 2012-13 2013-14 AVERAGE 

MCAB 49.05 49.52 53.76 57.79 59.93 54.01 

MRB 39.93 37.78 37.50 43.71 40.42 39.87 

(Source: Compiled from Banks’ Annual Report) 

The above table reveals how much advances received by the bank contribute toits assets. 
Contribution made by advances in MCAB are quite high as compare to MRB as its average 
contribution is around 54.01% as against 39.87% of MRB. Fortunately, table also showed that 
advances made by both the banks are increasing over the years. 

DEPOSITS: 

 Deposits shows how much bank is able to collect money from the public on different account 
like Savings, Current and Fixed Deposits Account etc., It serves as a very good parameter to 
judge the size of banks in terms of credit outreach and costumer preference. 
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Table 4: Deposits (₹ in lakh.) 

 
YEAR 

MCAB MRB 

₹ % CHANGE ₹ % CHANGE 

2009-10 25215.79 NIL 47676.33 NIL 

2010-11 31691.92 25.68 65575.04 37.54 

2011-12 37223.3 17.45 95376.41 45.45 

2012-13 43211.96 16.09 114475.24 20.02 

2013-14 49587.19 14.75 134118.8 14.65 

MEAN 37386.032  64620.60  

CGR 8.20  22.98  

(Source: Banks’ Annual Report) 

Deposits are the main sources of funds for the banks, which it received from the public and 
other organisations. The above table shows the extent of deposits received by the banks in the 
last five years and it can be seen that MCAB received deposits at an average of ₹ 37,386 lakhs 
which compounded at 8.20% annually. Whereas, for MRB, it is about ₹64,620 lakhs at an 
average which compounded at 22.98% annually. 

DEPOSITS TO TOTAL ASSETS RATIO: 

 Deposits to total assets ratio indicates how much total business of a bank is financed by the 
deposits collected from the bank. Deposits become an important and main source of capital for 
the bank. 

Table 5: Deposits to Total Assets Ratio. 

YEAR 2009-10 2010-11 2011-12 2012-13 2013-14 AVERAGE 

MCAB 81.05 82.80 84.41 86.08 87.08 84.28 

MRB 81.17 84.29 88.77 91.00 85.54 86.15 

(Source: Compiled from Banks’ Annual Report) 

The above table shows percentage of deposits calculated from assets of the banks. Deposits of 
MCAB is about 84% from is assets and that MCAB is around 86% at an average. And it can also 
be understood that deposits collected by the banks are increasing steadily during the study 
period. 

CREDIT DEPOSIT RATIO: 

Credit deposit ratio indicates how much bank advance deposits received from the public in the 
form of loan and other advances. Credit deposit ratio is one of the most important and simplest 
parameter to judge the bank in responding its obligation towards the public. A good bank is 
usually considered socially responsible if its credit deposit ratio is high. 

Table 6: Credit Deposit Ratio 

YEAR 2009-10 2010-11 2011-12 2012-13 2013-14 AVERAGE 

MCAB 60.52 59.81 67.13 68.82 70.76 65.41 

MRB 49.19 44.82 42.24 48.03 47.25 46.31 

(Source: Compiled from Bank’s Annual Report) 

The above table shows credit deposit ratio of the banks over the last five years. We can see that 
MCAB have credit deposit ratio of 65% at an average and MRB have 46% at an average during 
the year.  
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INVESTMENTS:  

Instead of giving all the money for loans and advances, investments are made by the bank in 
various institutions and government agencies. Investments are very useful for maintaining 
liquidity position of a bank and also are a source of income as it collects interest from 
investments it makes. 

Table 7: Investments (₹ in lakh.) 

 
YEAR 

MCAB MRB 

₹ % CHANGE ₹ % CHANGE 

2009-10 7460.67 NIL 13161.87 NIL 

2010-11 8831.54 18.37 17354.04 31.85 

2011-12 10629.09 20.35 54330.56 213.07 

2012-13 11912.91 12.08 54247.36 -0.15 

2013-14 13367.56 12.21 50528.6 -6.86 

MEAN 10440.35  37924.49  

CGR 12.37  23.57  

(Source: Banks’ Annual Report) 

Above table shows investments position of the banks over the last five years. Investment made 
by MCAB is around ₹ 10,440 lakhs which compounded at 12.37% annually. Whereas for MRB is 
around ₹ 37,924 lakhs at an average with a compounding rate of 23.57%. We can see that 
whereas investments of MCAB continue to increase, investments of MRB decline marginally in 
the year 2012-13 and 2013-14. 

INVESTMENTS TO TOTAL ASSETS RATIO:  

Investments to total assets ratio indicates how much bank diverse its business in terms of 
investments. Investments are a good means of diversifying the business of the banks to other 
sector in economy. 

Table 8: Investments to Total Assets Ratio 

YEAR 2009-10 2010-11 2011-12 2012-13 2013-14 AVERAGE 

MCAB 23.98 23.07 24.10 23.73 23.48 23.67 

MRB 22.41 22.31 50.56 43.13 32.23 34.13 

(Source: Compiled from Banks’ Annual Report) 

Above table shows how much investments constitute its total assets. Investments of MCAB 
constitute its total assets at an average of 23.67% and that of MRB was 34.13% during the last 
five years. 

OPERATING INCOME: 

Operating income of a bank shows how much it generates income from its operations. Income 
from certain sources like, interest on loans and advances, interest on investments, fees and fines 
from customers, account maintenance cost collected by banks are all included in operating 
income. 
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Table 9: Operating Income (₹ in lakh.) 

 
YEAR 

MCAB MRB 

₹ % CHANGE ₹ % CHANGE 

2009-10 2338.01 NIL 4192.50 NIL 

2010-11 2830.79 21.08 5632.77 34.35 

2011-12 3599.52 27.16 7410.41 31.56 

2012-13 4151.18 15.33 9175.06 23.81 

2013-14 5130.4 23.59 11545.13 25.83 

MEAN 3609.98  7591.17  

CGR 17.02  22.46  

(Source: Compiled from Banks’ Annual Report) 

Above table shows trend of operating income earned by the banks over the last five years. 
Operating income of MCAB shows compounded increase of 17.02% against MRB of 22.46%. It 
can also be seen that operating income of both the banks increased at fluctuating rate over the 
years.  

INTEREST INCOME TO TOTAL INCOME RATIO: 

Interest income to total income shows how much income generated by bank from interest from 
loans and advances made to the public and investments made in other sectors contribute its 
total operating income. Usually, interest income contribute higher than non-interest income as 
they are the main source of operating income. 

Table 10: Interest Income to Total Income 

YEAR 2009-10 2010-11 2011-12 2012-13 2013-14 AVERAGE 

MCAB 94.86 91.95 92.01 92.96 96.95 93.74 

MRB 90.64 92.99 95.35 96.84 96.88 94.54 

(Source: Compiled from Banks’ Annual Report) 

Above table shows amount of income from interest earned by the firm against the entire total 
income of banks. At an average, MCAB earned 93.74% interest income against its total income 
and MRB earned at an average of 94.54% over the last five years. 

OPERATING EXPENSES: 

Operating expenses shows how much expenses is incurred by the bank in the form of interest 
on deposits, salaries of employees and officers, interest on loan take from other financial 
institutions and RBI. 

Table 11: Operating Expenses (₹ in lakh.) 

 
YEAR 

MCAB MRB 

₹ % CHANGE ₹ % CHANGE 

2009-10 2124.11 NIL 3629.57 NIL 

2010-11 2609 22.83 5152.72 41.97 

2011-12 3344.97 28.21 6632.78 28.72 

2012-13 3852.36 15.17 8116.7 22.37 

2013-14 4748.47 23.26 9066.78 11.71 

MEAN 3335.78  6519.71  

CGR 17.46  20.09  
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(Source: Compiled from Banks’ Annual Report) 

The above analysis shows how much banks incurred operating expenses over the last five years. 
At an average MCAB incurred ₹3,335 lakhs every year which means it increased at 17.46% 
compounded annually and MRB incurred ₹ 6,519 lakhs every year for their operating expenses, 
which compounded at 20.09% over the last five years. 

INTEREST EXPENSES TO TOTAL EXPENSES RATIO: 

Interest expenses to total assets ratio shows how much bank incurred on interest payment from 
its total expenditure. It shows whether the bank incurred high or low expenditure on interest 
obligations during the year. Usually, bank incurred a high portion of its expenses on interest 
payment as it usually employed a higher debt capital in its capital structure. Interest are paid for 
its borrowings and deposits received from the public. 

Table 12: Interest Expenses to Total Expenses 

YEAR 2009-10 2010-11 2011-12 2012-13 2013-14 AVERAGE 

MCAB 59.81 51.50 57.30 57.47 55.99 56.41 

MRB 62.48 61.34 66.79 66.99 66.87 64.89 

(Source: Compiled from Banks’ Annual Report) 

Above table shows how much interest expenses contribute to banks’ total expenditure. At an 
average, MCAB incurred 56.41% towards interest from their total expenses and MRB incurred 
at average 64.89% over the last five years. 

OPERATING PROFIT: 

Operating profit showed how much bank’s operating income is higher than operating expenses. 
It showed a trend of profit made by the bank from its operation. It is a simplest parameter to 
judge profitability of the bank. 

Table 13: Operating Profit (₹ in lakh.) 

 
YEAR 

MCAB MRB 

₹ % CHANGE ₹ % CHANGE 

2009-10 213.90 NIL 562.93 NIL 

2010-11 221.79 3.69 480.05 (14.72) 

2011-12 254.55 14.77 777.63 61.99 

2012-13 298.82 17.39 1058.36 36.10 

2013-14 381.93 27.81 2478.35 134.17 

MEAN 274.20  1071.46  

CGR 5.09  13.74  

(Source: Compiled from Banks’ Annual Report) 

Above table indicates a trend of operating profit earned by the banks over the last five years. At 
an average MCAB earned ₹274 lakhs and MRB earned ₹1,071 lakhs over the last five years. 
This means that operating profit of MCAB compounded at 5.09% and MRB at 13.74% annually 
over the last five years. 

FINDINGS AND CONCLUSION 

Findings of the study can be highlighted as under: 

 Total assets of MRB shows a higher mean (₹ 1,05,310 lakhs) than that of MCAB which is 
₹56,943 and is compounded annually at 12.39% against MCAB of 7.24%. 
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 In terms of advances, MCAB’s advanced to the public was ₹ 24,211 lakhs during the last 
five years which compounded annually at a rate of 9.67% against MRB of ₹ 42,297 lakhs 
which compounded annually at a rate of 12.52%. 

 Advances to total assets ratio shows that, at an average MCAB have a higher ratio of 
54.01% against MRB of 39.87% over the last five years. 

 In terms of deposits, MRB receive higher deposits than MRB. Over the last five years 
MRB received ₹64,620 lakhs which grows at 22.98% compounded annually and MCAB 
received only ₹37,386 lakhs at an average which grows at 8.20% compounded annually. 

 Deposits to total assets ratio shows that MRB have higher ratio than MCAB. At an 
average, MRB have 86.15% whereas, MCAB have 84.28%. 

 In terms of credit deposit ratio, it was found that while MCAB make advances to the 
public at an average of 65% from its deposit, MRB is able to make it only 46% over the 
last five years. 

 Investments made by the banks indicate that MCAB increased its investments 
continuously over the last five years, whereas investments of MRB decrease over the last 
two years. Mean of Investments made by MCAB stood at ₹ 10,440 lakhs against MRB of 
₹37,924 lakhs. 

 Investments to total assets ratio shows that at an average MRB utilised 34% of its 
business towards certain investments, whereas MCAB utilised 23% of its assets towards 
investments. 

 Operating income of MRB shows that, over the last five years it is able to earn ₹ 7,591 
lakhs which compounded at 22.46% annually. On the other hand MCAB about ₹ 3,609 
lakhs at an average which compounded at 17.02% annually over the same period. 

 Interest income to total assets ratio shows that at an average interest income of MCAB 
was about 93% of its total income, whereas MRB was about 94%. 

 Mean of operating expenses of MRB shows ₹6,519 lakhs for the last five years, this was 
compounded annually at 20.09% annually from 2009-10. Whereas, mean of operating 
expenses of MCAB showed ₹ 3,335 lakhs which was compounded at 17.46% annually. 

 Interest expenses to total expenses ratio showed that at an average, MRB paid about 
65% as interest from its total expenses, whereas for MCAB it was 56% at an average 
over the last five years. 

 Analysis showed that MRB was able to make average profit of ₹ 1,071 lakhs from its 
operating activities over the last five years which was compounded annually at 13.74%. 
Whereas MCAB was able to earn average profit of ₹274 lakhs which was compounded 
at 5.09% over the same period. 

Above findings indicate that in almost all the parameters; MRB comes first as compared to 
MCAB. This may be due to the fact that MRB was able to expand its branches more diversified 
than MCAB, MRB have 75 branches at present whereas, MCAB have only 13 branches. The 
notable finding was that MCAB was able to achieve Credit Deposit Ratio (CD Ratio) at about 
65% over the last five years whereas MRB was able to achieve only 46%. This showed that 
MCAB’s commitment toward public in terms of credit advancement is better. Thus, size of a 
bank is not matter in providing credit to the public. This makes it possible for MCAB to have 
better advances to assets ratio than MRB. Looking at the interest to total expenses ratio, MCAB 
incurred 95% of its expenditure and MRB incurred 94% on interest payment, this made it 
difficult to make a higher operating profit. So, in order to make a higher operating profit the 
banks may think advancing a higher credit in order to earn a better income in the form of 
interest from loans and advances. Hence, MRB, having a larger branch and better credit 
outreach overrun its counterpart MCAB. It may be rightful to say that for a better performance 
in terms of financial conditions, a bank which is bigger having a better credit outreach and 
taking a maximum opportunity in the country or in the state is crucial in the long run. 
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