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Abstract: The banking and information technology (IT) sectors are key drivers of the Indian
economy, significantly influencing investment opportunities and financial growth. This study
undertakes a comparative and empirical evaluation to support informed decision-making by
investors, portfolio managers, and regulators. Using historical financial statements and stock
market data of selected listed companies from both sectors, the study adopts a data-driven
approach. Descriptive statistics such as mean returns, variance, standard deviation, and
Compound Annual Growth Rate (CAGR) are employed to analyze growth and volatility
patterns. Financial ratios including debt-to-equity, current ratio, net profit margin (NPM),
return on equity (ROE), and return on assets (ROA) are used to assess profitability, liquidity,
and solvency. Risk-adjusted performance is evaluated using Sharpe Ratio, Treynor Ratio.
Beta analysis and correlation with the Nifty 50 index help measure market sensitivity and
distinguish between systematic and unsystematic risk. Trend and regression analyses further
examine performance behavior and market volatility. The findings indicate that the banking
sector delivers stable returns with lower volatility, while the IT sector offers higher growth
potential accompanied by greater risk. The study provides valuable insights into sectoral risk—
return dynamics, aiding effective investment selection and portfolio diversification.
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1. Introduction:

The evaluation of financial performance has long been a central theme in financial research,
as it provides critical insights into the efficiency, stability, and competitiveness of firms
operating across different sectors. Financial performance analysis enables stakeholders such
as investors, policymakers, regulators, and academicians to assess how organizations utilize
resources, manage risks, and generate returns under varying economic conditions. In emerging
economies like India, sector-wise financial analysis becomes particularly significant due to
structural diversity, regulatory variations, and differing levels of exposure to domestic and
global market forces. India’s economic growth has been strongly supported by two pivotal
sectors the banking sector and the information technology (IT) sector. While the banking
sector forms the backbone of the financial system by facilitating savings mobilization, credit
creation, and capital formation, the IT sector has positioned India as a global leader in
software services, digital transformation, and knowledge-based exports. Together, these
sectors represent contrasting yet complementary dimensions of economic development:
financial intermediation and technological innovation.

The Indian banking sector has undergone substantial transformation since the liberalization
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reforms of the early 1990s. Increased private sector participation, technological adoption, and
regulatory strengthening under the Reserve Bank of India (RBI) have reshaped the industry.
Regulatory frameworks such as Basel III norms have further emphasized capital adequacy,
risk management, and financial resilience. Private sector banks such as HDFC Bank and
ICICI Bank have emerged as leaders within this evolving landscape, demonstrating consistent
growth, operational efficiency, and strong asset quality. Their performance reflects how
modern Indian banks balance profitability, regulatory compliance, and risk management in a
competitive environment. In contrast, the Indian IT sector operates in a comparatively less
regulated but highly competitive and globally exposed environment. Since the 1990s, India’s
IT industry has experienced rapid expansion due to cost advantages, a skilled workforce, and
increasing global demand for outsourcing and digital services. Firms such as Tata
Consultancy Services (TCS) and Wipro have played a crucial role in establishing India’s
dominance in global IT services. These companies rely heavily on innovation, intellectual
capital, and global market demand, making their financial performance sensitive to
technological change, currency movements, and international economic conditions. Given the
fundamental differences in business models, regulatory frameworks, and risk exposures, the
financial performance characteristics of banking and IT firms are expected to vary
significantly. Banks primarily depend on interest income, credit growth, and balance-sheet
strength, whereas IT firms generate value through service innovation, scalability, and global
client engagement. These sectoral distinctions necessitate a comparative examination of
financial performance to understand how risk, return, and efficiency differ across industries.

This study undertakes a comparative analysis of the financial performance of the banking and
IT sectors in India, using selected leading firms as representatives. HDFC Bank and ICICI
Bank are chosen from the banking sector, while TCS and Wipro represent the IT sector. These
companies have been selected due to their large market capitalization, strong investor
confidence, and sustained presence in the Indian capital market. To contextualize firm-level
performance within broader market trends, the Nifty 50 index is employed as the benchmark
market indicator. From an academic perspective, this research contributes to the literature on
sectoral financial performance by highlighting how structural and regulatory differences
influence corporate outcomes. From a practical standpoint, the findings offer valuable insights
for investors seeking to optimize portfolio allocation between relatively stable, regulation-
driven banking stocks and growth-oriented, innovation-driven IT stocks. Policymakers may
also benefit from understanding how these sectors respond to regulatory changes and global
economic dynamics. In a broader sense, the comparative analysis of banking and IT sectors
reflects the evolving structure of the Indian economy, where traditional financial institutions
coexist with modern technology-driven enterprises. While banks ensure financial stability and
credit availability, IT firms drive innovation, exports, and employment. Understanding the
financial performance dynamics of these sectors is therefore essential for assessing the
sustainability and resilience of India’s economic growth.

2. Literature Review

Agrawal, R., Arora, S., & Arora, G. (2025) discussed the relationship between global
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reporting initiatives (GRI) and firm performance from a stakeholder perspective within Indian
companies. The study aimed to examine how non-financial reporting, particularly
sustainability disclosures based on the GRI framework, impacts financial performance,
reputation, and stakeholder engagement. The authors introduced a mixed-method research
design that combined quantitative analysis of firm data with qualitative evaluation of
sustainability reports. Using a sample of large Indian corporations across diverse industries,
the researchers applied regression analysis to assess the link between disclosure quality and
financial indicators such as profitability, market capitalization, and return on investment. The
study stated that firms adhering to GRI standards tend to achieve better financial performance,
as transparent disclosure practices build trust among investors, regulators, and consumers.

Bandyopadhyay, A. (2022) conducted a comprehensive study to examine the linkage between
financial performance and capital structure in India’s public sector banks using a dynamic
panel data analysis approach. The author discussed that the capital structure of a bank
represented by its mix of equity, debt, and retained earnings plays a crucial role in
determining its profitability, liquidity, and long-term sustainability. The study sought to
identify whether the level of capital adequacy influences financial performance indicators
such as Return on Assets (ROA) and Return on Equity (ROE). Employing a quantitative
methodology, the research analyzed time-series data from multiple public sector banks over
several years, applying econometric tools like the Generalized Method of Moments (GMM) to
address endogeneity issues and ensure robustness.

Barak, M., & Sharma, R. K. (2023) investigated the impact of intellectual capital on the
sustainable financial performance of private sector banks in India, emphasizing the increasing
importance of intangible assets in achieving long-term business success. The authors
discussed that as the financial sector evolves with technological advancements and heightened
competition, private banks must focus on developing intellectual capital specifically human,
structural, and relational components to enhance both profitability and sustainability. Using a
quantitative research approach, the study employed the Value Added Intellectual Coefficient
(VAIC) model to measure intellectual capital efficiency and its correlation with key
performance indicators such as Return on Assets (ROA), Return on Equity (ROE), and
Earnings Per Share (EPS). The researchers used secondary financial data from several major
private sector banks over multiple financial years, applying regression and correlation
analyses to assess the strength and significance of the relationships. The study stated that
human capital efficiency (HCE) had the most profound impact on the financial sustainability
of banks, as employee competence, training, and innovation drive productivity and service
quality. Structural capital (SCE), which includes internal systems, digital platforms, and
operational frameworks, was also found to play a critical role by providing the foundation for
efficient knowledge transfer and process optimization. Relational capital (RCE), representing
customer relationships, brand reputation, and stakeholder trust, further strengthened long-term
profitability.

Bhatia, A., & Mahendru, M. (2023) explored the interrelationship between credit risk
management, technical efficiency, and financial performance within the Indian banking sector
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through a mediation analysis. The authors discussed that banks operate in a highly regulated
and risk-sensitive environment, where effective credit risk management is essential for
financial stability and profitability. The study aimed to examine how risk management
practices influence operational efficiency and ultimately impact financial performance. Using
panel data from Indian commercial banks, the researchers applied structural equation
modeling (SEM) to analyze the mediating role of technical efficiency between credit risk and
profitability indicators like Return on Assets (ROA) and Return on Equity (ROE). The study
stated that credit risk, measured by the ratio of non-performing assets (NPAs) to total
advances, negatively affects profitability when not effectively managed. The authors
introduced that technical efficiency, reflecting the bank’s ability to optimize resources and
minimize costs, plays a critical mediating role in transforming sound risk management into
positive financial outcomes. The findings revealed that banks with robust risk assessment
frameworks, effective monitoring systems, and disciplined lending practices achieve higher
efficiency and profitability.

Ghai, J. S., Bhatia, T., Chakraborty, S., & Nikhil, M. N. (2024) investigated the impact of the
cash conversion cycle (CCC) on firm performance in India’s automobile sector. The
authors discussed that the efficiency of working capital management, measured through the
CCC, directly influences a company’s liquidity, profitability, and operational stability. The
study aimed to assess how managing the duration between cash outflows for production and
cash inflows from sales affects firms’ financial performance indicators such as Return on
Assets (ROA) and Net Profit Margin (NPM). The researchers used a quantitative
methodology, analyzing panel data from listed automobile companies and applying regression
techniques to identify the relationship between CCC and profitability. The study stated that an
optimal cash conversion cycle enhances profitability by ensuring smooth operational cash flow
and minimizing liquidity risks. Conversely, longer CCC durations indicate inefficiencies in
inventory management, receivables collection, or payables policy, leading to reduced
financial performance.

Majumdar et al. (2024) evaluated the financial performance of the Indian power sector
through ratio analysis, providing critical insights into the operational efficiency, profitability,
and liquidity of energy companies. The authors discussed that the power sector plays a pivotal
role in India’s industrial and economic growth, but its performance is often influenced by
regulatory challenges, infrastructure bottlenecks, and fluctuating energy demand. The study
aimed to analyze how effectively Indian power companies utilize their resources to generate
profits and maintain solvency. Using secondary data collected from the annual reports of
selected public and private power firms, the researchers applied financial ratio analysis,
focusing on metrics such as Return on Assets (ROA), Debt-Equity Ratio, Current Ratio, and
Net Profit Margin. The study stated that while the sector demonstrates strong asset utilization,
profitability remains constrained by high capital costs and delayed receivables. The authors
introduced that efficient financial management and government reforms are essential for
improving financial sustainability. Findings revealed that public sector power firms generally
exhibit higher stability but lower profitability compared to private players, who achieve better
returns due to operational efficiency and cost management practices.
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3. Research Methodology

The current study assesses the financial performance of India's banking and IT industries
using a comparative and analytical research design. The study is mostly quantitative in nature
and uses secondary data gathered from reliable sources, including certain companies' annual
reports, NSE/BSE databases, publications from the RBI and SEBI, and financial portals like
Money control and Yahoo Finance. Using a purposive sample technique, top businesses from
each industry are chosen based on market capitalization and data availability. For example, in
the banking industry, HDFC Bank, ICICI Bank and in the IT sector TCS, Wipro. The study
span is 2020-2025 in order to guarantee a current and pertinent analysis.Beta is used to
quantify volatility and systematic risk, and correlation and regression with the Nifty50
index are used to analyse market sensitivity. For further insights into stability and profitability,
financial ratios including debt-to-equity ratio, net profit margin, ROE, and ROA are also taken
into account. Sectoral trends are depicted via trend analysis and graphical representation
throughout the study period. In contrast to the alternative hypothesis (H1) that there is a
significant difference in the financial performance of the banking and IT sectors, the null
hypothesis (HO) is framed as assuming no such difference. Although the methodology offers
an organized approach, it has several drawbacks, such as a reliance on secondary data, a small
sample size, and the impact of outside macroeconomic issues that are outside the purview of
the research.

4. Objectives of the Study

1) To identify the key financial performance indicators, risk factors and growth pattern of
selected Banking and IT Companies in India

2) To examine the risk return characteristics, volatility, and market sensitivity of
Banking and IT sector stocks using financial Ratios, beta, Sharpe ratio, Treynor
Ratio,

3) To compare the financial performance, risk exposure, and trend patterns of Banking
and IT sectors to provide insights for investment decisions, portfolio diversification
and strategic planning.

5. Sample Size

Two businesses from India's banking industry and two from the IT industry make up the
study's total sample size of four businesses. HDFC Bank and ICICI Bank were chosen from the
banking industry because they are two of the biggest and most powerful private sector banks,
with substantial market capitalisation and solid financial performance. Wipro and Tata
Consultancy Services (TCS), two of the top Indian IT firms with a significant global footprint
and reliable financial reporting, were selected from the IT sector. The sample size is restricted
to four businesses, but it was specifically chosen through the use of purposive sampling to
reflect the major participants in both sectors.Profitability, risk exposure, volatility, and growth
trends between the banking and IT sectors from 2020 to 2025 may all be meaningfully
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compared thanks to this targeted sample, which also guarantees data manageability. Statistical
Tools used are Rate of Return, Sample Mean, Standard Deviation, Variance, Coefficient of
Variation, Sharpe’s Ratio, Treynor’s Ratio, Jensen’s Ratio.

Risk Measures - Banking sector

Banking Sector - Risk Analysis
Company HDFC ICICI
Total Risk 51.901 70.313
Covariance 31.357 36.742
Beta 0.6 0.52
Correlation 0.02 0.02

Table 1. Risk Measures - Banking sector

Banking Sector- Risk Analysis

80
70
60
50
40
30
20
10
2 HDFC ICICI
® Total Risk 51.901 70.313
® Covariance 31.357 36.742

Figure 1: Risk Measures of Banking Sectors (based on total risk & covariance)

As per the result shown in the table, the total risk for ICICI Bank is recorded at 70.313, which
is significantly higher than HDFC Bank’s total risk of 51.901. This indicates that ICICI’s

ISSN: XXXX-XXXX | https://www.nsb.edu.in/mantra.php Page 18



MANTRA: Journal for Management Thought and Practice
Volume 1, Issue 1 | September 2026, pp. 13-26

returns are more volatile and exhibit greater fluctuations compared to HDFC, suggesting
higher exposure to market uncertainties. In contrast, HDFC Bank demonstrates lower overall
variability, representing relatively stable returns and better control over portfolio risk. When
considering covariance, which measures the degree to which the bank’s returns move with the
market index, ICICI again reports a higher value of 36.742 compared to HDFC’s 31.357. This
higher covariance signifies that ICICI’s performance is more closely aligned with market
movements, making it more sensitive to systematic market changes. In portfolio management,
higher total risk combined with elevated covariance generally implies increased market
dependency and potentially higher returns.

Banking Sector - Risk Profile

0.60
0.6
0.5 0.52
0.4
0.3
0.2
0.1 0.02
0 -
Beta Correlation
e HDFC 0.60 0.02
e [CICI 0.52 0.02

Figure 2: Risk Measures of Banking Sectors (based on beta & correlation)

As per the result shown in the above table, the beta value of HDFC Bank stands at 0.60,
which is slightly higher than ICICI Bank’s beta of 0.52. Beta represents the sensitivity of
a company’s returns in relation to the overall market index. The higher beta of HDFC
Bank implies that its returns tend to move more closely and proportionally with market
fluctuations compared to ICICI Bank. In contrast, ICICI Bank’s relatively lower beta
suggests lesser responsiveness to market volatility and, therefore, slightly lower
systematic risk exposure. This indicates that HDFC Bank is moderately aggressive in its
market behavior, while ICICI exhibits a more conservative trend in relation to the market
index. Both HDFC and ICICI record a correlation coefficient of 0.02 with the market,
which signifies a very weak relationship between their returns and the overall market
performance. A near-zero correlation implies that the movement in these banks’ stock
returns does not strongly depend on the broader market index movements. This finding
indicates that the banking sector, represented by HDFC and ICICI, may be influenced
more by internal operational factors such as credit growth, interest margins, and lending
policies rather than by general market sentiment or macroeconomic shocks. From a
portfolio perspective, these weak correlations suggest that including banking sector
stocks such as HDFC and ICICI in a diversified portfolio may help investors reduce
overall risk, as their returns are not highly synchronized with market trends.
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Additionally, the moderate beta values show that while these banks are not risk-free, they
offer a balanced combination of market-linked returns and relative stability.

In conclusion, the analysis of beta and correlation highlights that both HDFC and ICICI
Banks exhibit controlled exposure to systematic risk, making them suitable for investors
seeking moderate growth with limited volatility. The findings reinforce that the Indian
banking sector operates with stable fundamentals and is less prone to drastic market-
induced fluctuations, reflecting efficient risk management practices within these leading

institutions.
Risk Analysis
IT Sector - Risk Analysis
TCS WIPRO
Company
Total Risk 37.611 68.215
17.5 18
Covariance
0.47 0.26
Beta
Correlation 0.02 0.01
Table 2. IT Sector - Risk Analysis
IT Sector - Risk Analysis
80
68.215
70
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40 37.611
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20 17.5 18
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TCS WIPRO

Total Risk ~ mmmmm Covariance =~ —Linear (Total Risk)

Figure 3. (Risk Measures of IT Sectors (based on total risk & covariance)
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Interpretation

As per the result shown in the table, Wipro exhibits a total risk of 68.215, which is
considerably higher compared to TCS’s total risk of 37.611. This indicates that Wipro’s
returns are subject to greater fluctuations and variability, making it a more volatile stock
within the IT sector. In contrast, TCS demonstrates lower total risk, reflecting its relative
stability and consistency in delivering returns. The lower volatility in TCS suggests that it is a
less risky investment option, appealing to investors who prioritize predictability and lower
exposure to market shocks.

When analyzing covariance, which measures the degree of co-movement between the
company’s returns and the market index, TCS shows a value of 17.5, slightly lower than
Wipro’s 18. This minimal difference indicates that both companies share a similar pattern of
movement with the broader market, though Wipro’s slightly higher covariance implies a
marginally stronger relationship with market fluctuations. This means that when the overall
market experiences upward or downward movements, Wipro’s returns tend to reflect those
changes more prominently than TCS.

From an investment standpoint, the contrast in total risk values demonstrates that Wipro
carries a higher level of unsystematic risk factors specific to the company’s operations,
management, and innovation cycle while TCS appears to have more efficient risk
management and diversified revenue streams, reducing the volatility of its returns. The IT
industry often exhibits market resilience due to its global operations and digital adaptability,
yet these findings show that firm-level differences can significantly impact individual risk
exposure.

In summary, the graph highlights that while both TCS and Wipro move somewhat in line with
the market, TCS remains a safer and more stable investment, whereas Wipro’s higher total
risk indicates potential for higher returns but also greater vulnerability. For investors, the
choice between these two depends on their risk appetite those preferring stability may favor
TCS, while those seeking aggressive growth opportunities might find Wipro’s risk-return
profile more attractive.

IT Sector - Risk Profile

0.8
0.26
0.7
0.6
0.5
0.4
0.3
0.2

0.1

0.01

Beta Correlation

=== WIPRO 0.26 0.01
=== TCS 0.47 0.02
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Figure. 4. IT Sector-Risk Profile

Risk Measures of IT Sectors (based on beta & correlation) As per the result shown in the
table, the beta value of TCS is 0.47, whereas Wipro records a lower beta of 0.26. Beta is a
key indicator of systematic risk, representing how sensitive a company’s returns are to
movements in the overall market. The higher beta value for TCS implies that its stock
returns are moderately more responsive to changes in market trends compared to Wipro.
Conversely, Wipro’s low beta indicates that it is less affected by market volatility and exhibits
a more defensive behavior, meaning its performance is relatively independent of overall
market swings. This difference highlights that TCS is slightly more aggressive, while Wipro
adopts a conservative risk profile in the IT segment The correlation values for TCS and Wipro
are 0.02 and 0.01 respectively, suggesting an extremely weak relationship between their
returns and the market index. This low correlation indicates that changes in market
performance have minimal direct impact on these companies’ returns, which makes them
favorable for portfolio diversification. In simple terms, investing in IT sector firms like TCS
and Wipro can help investors minimize market-linked risks while maintaining steady returns.
Such weak correlations are typical for globally diversified IT companies, whose revenues
often depend more on international contracts, innovation cycles, and technology demand rather
than domestic market fluctuations.

Performance Evaluation based on Sharpe’s Ratio

Performance Evaluation
Company Sector Sharpe's Ratio
HDFC Bank 1.599
ICICI Bank 2.617
TCS IT 3431
WIPRO IT 2.741

Table 3. Performance Evaluation based on Sharpe’s Ratio
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Sharpe's Ratio

3.431
33 2.617 2.741
3
2:5 1.599
2
15
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0.5
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Bank Bank 1T 1T
HDFC ICICI TCS WIPRO

Figure. 4 Sharpe’s Ratio

Interpretation:

As per the result shown in the table, TCS records the highest Sharpe ratio of 3.431, followed
by Wipro with 2.741, ICICI Bank with 2.617, and HDFC Bank with 1.599. The Sharpe ratio
measures the excess return per unit of total risk, indicating how effectively a company
compensates investors for the volatility they bear. A higher Sharpe ratio reflects better risk-
adjusted performance. Accordingly, TCS delivers the best return relative to its total risk,
showcasing its strong financial management, stable earnings, and efficient handling of
market fluctuations. Wipro also demonstrates a favorable position, indicating it manages risk
effectively while maintaining consistent profitability.

Performance Evaluation based on Treynor’s Ratio

Performance Evaluation
Company Sector Treynor's Ratio
Bank
HDFC 138.33
Bank
ICICI 353.85
TCS IT 274.47
WIPRO IT 719.23
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Table 4. Performance Evaluation based on Treynor’s Ratio

TREYNOR'S RATIO

100%
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274.47
138.33 10%
0%

WIPRO ICICI TCS HDFC

Figure. 5. Treynor’s Ratio

As per the result shown in the table, Wipro achieves the highest Treynor’s Ratio of 719.23,
followed by ICICI Bank at 353.85, TCS at 274.47, and HDFC Bank at 138.33. The Treynor
ratio measures the return earned in excess of the risk-free rate per unit of market risk
(systematic risk), represented by beta. A higher ratio indicates superior performance relative
to the level of market risk undertaken. Accordingly, Wipro has demonstrated the strongest
ability to generate returns per unit of systematic risk, reflecting its efficient portfolio
management, solid operational strategy, and market resilience.

6. Findings

e [CICI Bank has the highest overall risk (70.313) in the banking industry,
which means that its returns are more volatile than those of HDFCBank. HDFC
Bank has greater stability and predictability for investors with a lower total risk
(51.901).

e A high ICICI total risk indicates both increased sensitivity during downturns and
greater growth potential during bullish periods.

Investors who are risk averse are drawn to HDFC because of its defensive character
and lower risk.

e TCS has the lowest total risk (37.611) in the IT industry, making it the study's
safest stock.

e Wipro exhibits the highest overall risk in the IT industry (68.215), indicating
significant performance fluctuations.

e Because of its greater volatility, Wipro is riskier than TCS yet appealing to
aggressive investors.

e The IT industry is often less volatile than the banking industry, with TCS showing

ISSN: XXXX-XXXX | https://www.nsb.edu.in/mantra.php Page 24



MANTRA: Journal for Management Thought and Practice
Volume 1, Issue 1 | September 2026, pp. 13-26

the highest stability.
7. Conclusion

On the basis of comparative analysis, systematic risk efficiency, and risk-adjusted returns, the
comparison analysis shows that IT sector companies perform better than banking enterprises.
When making investment decisions, it is crucial to take industry disparities into account, as
this sectoral dominance emphasises. Wipro ranks first in both Jensen's alpha and Treynor's
ratio, making it the strongest performer overall. Its capacity to generate excess returns that
beyond market expectations makes it the most attractive option for investors looking for
high-growth prospects.

The most stable stock, having the highest Sharpe ratio and the lowest overall risk, is TCS. As
demonstrated by this, it offers outstanding risk-adjusted returns and is especially appropriate
for conservative investors who value stability over rapid rewards. ICICI Bank routinely
outperforms HDFC Bank on all important metrics, despite being a part of the banking
industry. The recommended banking stock, ICICI, is confirmed to have better managerial
efficiency and market response. According to Treynor, Jensen, and Sharpe metrics, HDFC
Bank often performs poorly. HDFC is less appealing to investors as a result of its persistent
underperformance, which shows that it is not an effective wealth creator in relation to its risk
exposure.
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