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Abstract

Purpose — Analysts expect reduced bank earnings as a result of the impact of the increase in bad loans. Banks
have strategically created high provision coverage ratios allocating large funds for possible deterioration in
asset quality. Given the expected faster growth and recovery in the bank lending sector, investors have always
been interested in banking stocks, despite the waves of non-performing assets (NPAs) and recessionary
influences. Historical references reiterate that the banking stocks have been better performers in their returns
compared to the capital markets.

Design/methodology/approach — The study aims to examine the impact of key accounting variables on the
stock prices of Indian banks in the panel data framework.

Findings — The current study explores the impact of accounting variables on the market prices of shares. After
the study, it may be concluded that earning per share (EPS), return on equity (ROE), capital adequacy ratio
(CAR) and net interest margin (NIM) have an incremental impact on the prices of banking stocks, and the
current ratio (CR) and NPAs have a detrimental impact on them.

Practical implications — Studying their impact on stock prices is the most convenient fundamental analysis
that could be conducted on the stock prices of the banks.

Originality/value — To provide insights into the association of the accounting and regulatory variables there
is a severe limitation in the quantity of the literature available. This study has attempted to build a relationship
between the accounting and regulatory variables and the stock prices of banking stocks, to help investors with
some reliable methods to estimate the stock prices in the future.
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