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ABSTRACT 

Asset-Liability Management (ALM) can be termed as a risk management technique designed to earn an adequate 

return while maintaining a comfortable surplus of assets beyond liabilities. It takes into consideration interest rates, 

earning power, and degree of willingness to take on debt and hence is also known as Surplus Management. 

 But in the last decade, the meaning of ALM has evolved. It is now used in many different ways under different 

contexts. ALM, which was pioneered by financial institutions and banks, is now widely being used in industries too. 

The Society of Actuaries Task Force on ALM Principles, Canada, offers the following definition for ALM: "Asset 

Liability Management is the ongoing process of formulating, implementing, monitoring, and revising strategies related 

to assets and liabilities in an attempt to achieve financial objectives for a given set of risk tolerances and constraints."  

The need of the study is to concentrate on the growth and performance of  The syndicate bank and to calculate 

the growth and performance by using asset and liability management. And to know the management of nonperforming 

assets. 

 To know the financial position of The syndicate bank The burden of the Risk and its Costs are both manageable and 

transferable. Financial service firms, in the addition to managing their own risk, also sell financial risk management 

to others. They sell their services by bearing customers' financial risks through the products they provide. A financial 

firm can offer a fixed-rate loan to a borrower with the risk of interest rate movements transferred from the borrower 

to the. Financial innovations have been more concerned with risk reduction than any other subject. With the possibility 

of managing risk near zero, the challenge becomes not how much risk can be removed. 
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 INTRODUCTION 

A financial institution's many lines of business may be smoothly coordinated thanks to the efforts of Asset Liability 

Management (ALM). In order for a financial institution to exist and thrive, it is essential that its functions, including 

the monitoring of liquidity and the financial record, be well-funded. Also crucial for the steady, fruitful expansion of 

the financial books. 

All of a bank's assets and debts, which are both monetary record items, must be managed by a department called Asset 

Liability Management (ALM). Managing risk calls for a reevaluation of the resource obligation portfolio and an 

assessment of the many threats it faces. Up until the middle of the 1990s, the Reserve Bank of India (RBI) handled all 

actual banking operations, with commercial banks serving just as agents of RBI policy. The Bureau of Indian Standards 

(BIS) is, however, now standardizing the actions of banks across the world, and India is crucial to this cycle. Resource 

obligation planning has its origins in India. It made a big splash when it was introduced to the banking sector in India. 

until the very first of April 1999. Accounting for available resources There should be tight coordination between the 

bank's operational process and the executive's system for calculating, monitoring, and managing risks related to 

liquidity, financing cost, unfamiliar trade, and value and ware value. 

Recently, even the largest financial institutions on a global scale have been experiencing severe liquidity crises, 

necessitating urgent external intervention to survive. Generally speaking, the importance of ALM and Liquidity 

Management has been underestimated. In fact, even the management of large organisations, the controllers, and the 

eyewitnesses saw how much the supposed enterprises and believed institutions failed and could not find a way out of 

the severe liquidity issue. The result was that the controllers began placing a premium on new procedures designed to 

ensure a stable liquidity the executives structure. As a result, the board of directors' administrative monitoring of ALM 

and liquidity has been improved and, in certain regions, entirely redone by the controllers. 

The astounding transformations that have occurred in the post-advancement era have boosted the profile of ALM in the 

field of monetary administrations. There has been a major shift in the profile of the borrowers, the profile of the 

businesses, and, to the extent that it is comparable, the pricing structure of loans for retail and other advances. This is 

in addition to the risk exposure of banks brought on by the increasing volatility of business sectors, the growing diversity 

of bank products, and the fiercer competition among banks around the globe. 

Because of this, banks must gradually change their objectives in terms of productivity, liquidity, and risk in order to 
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keep up with the growth of their assets and liabilities. In light of potential rate discrepancies and extreme credit risk, the 

Bank for International Settlements (BIS) has proposed a framework for banks to deal with market gambles. The Basel 

II guidelines have been implemented by the Reserve Bank of India (RBI), providing a framework for ALM policies 

inside Indian financial institutions. 

In order to achieve a predetermined tolerable risk/reward ratio, a successful ALM strategy will aim to deal with the total 

amount, mix, growth, rate responsiveness, quality, and liquidity of the assets and liabilities. ALM's goal is to balance 

the bank's short-term gain, long-term profit, and long-term sustenance by improving resource quality, assessing risks 

associated to resources and liabilities, and then managing them. 

Banks are always working to maximise profits while also ensuring sufficient liquidity so that they can have faith in the 

identities of contributors and their ability to balance their accounts by, for example, paying premiums in manageable 

instalments and returning unused premiums on their due dates. In order to achieve these goals, core banks must screen, 

track, and manage their portfolios of resources and liabilities in a manner befitting the various risks involved. As a result 

of ongoing shifts in the global financial system, particularly those having to do with the deregulation of interest rates 

on loans, this concept has taken on more relevance in the Indian context. Banks' process of managing both assets and 

liabilities simultaneously emerged as a crucial response to inflationary pressure, unpredictability in lending fees, and 

harsh recessionary patterns that characterized the global economy in the 1970s and 1980s and continue to characterise 

it now. 

Liabilities 

First, capital (sometimes called "ownership") refers to the owner's financial investment in the bank. Useful for gathering 

information from donors and lenders. Considered a potential long-term hotspot for the financial institution. 

Reserves and surplus include statutory reserves, capital reserves, investment fluctuation stores, revenue and other 

reserves, and the profit and loss account balance. 

The third source of money that banks have is deposits. In these shops, you may make purchases on both a "request" and 

"time" basis. Term Deposits, Savings Account Deposits, and Demand Deposits are all included. 

Borrowings (also known as "Refinancing/Borrowings") include funds borrowed from the Reserve Bank of India (RBI), 

other banks, and other institutions. 

a) Money borrowed from financial institutions in India such Save Bank of India, other banks, and government agencies 
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REVIEW OF LITERATURE 

Authors G. Papaioannou and Iva Petrova (2000) 

There is continuing growth in the country's preparations for monitoring the financial risks detailed in the sovereign 

asset report. The need of bolstering monetary risk across the board is reaffirmed by every time of emergency and its 

subsequent legacy in sovereign monetary records. This study discusses some of the most salient features embedded in 

the current epoch of sovereign resource and responsibility the executives (SALM) approaches, such as goals, the 

definitions of major resources and liabilities, and the methods used to achieve ideal SALM outcomes. These parts 

work together to build a well-informed SALM system, which has the potential to become a useful tool for shaping 

national approaches to resource governance and account holder accountability at the executive level. From a portfolio 

perspective, the SALM method has the potential to help differentiate between overt and covert sovereign gamble 

opportunities. It allows for the examination of the financial aspects of the asset report, the identification of potential 

sources of costs and risks, and the evaluation of the connections between these potential contributors to loss. The study 

also outlines the institutional requirements for implementing a SALM system and attempts to provide the groundwork 

for future research and development in this area. 

 

Dr. Travis L. Jones is the author (2002) 

Most private client advisors use tools like mean-variance optimization (MVO), standard operating procedures (SOPs), 

and model portfolios to determine how best to allocate clients' assets. Besides the regular procedure, you need also 

think about budgetary constraints and other kinds of constraints. However, the concept of a financial supporter having 

varying time horizons and income ideas is not taken into account nearly enough. These are demands that will likely 

be made of the portfolio in the future. A clear understanding of the risks associated with these requests being 

unanswered is necessary for the approval of any resource designation option. This research provides a strategy for 

addressing the challenge of incorporating MVO into a multi-skyline, responsibility-based, resource-management risk 

model. Within the framework of this method, the matching of a financial backer's revenue from a portion of their 

portfolio is taken into account. Because of this, an individual's portfolio may provide temporary income when needed 

while still meeting the needs of the portfolio over the long run. 

 

Designers: Xi Yang, Jacek Gondzi, and Andreas Grothey (2001) 

In this article, we offer a model of Asset Liability Management that includes a creative strategy for mitigating the risk 

associated with underfunding. The core model controls for the common fragility of venture returns and future 

obligations, and it features multi-period options (portfolio rebalancing). So, a stochastic programming method might 

work well with it. To mitigate the risk of inadequate finance, we use the stochastic preponderance concept and its 

associated opportunity imperative. The benefits of this novel approach—which integrates stochastic predominance 

requirements—over the basic model and a hands-off investment strategy are shown using a simplified mathematical 

model and an out-of-sample backtest. There is a price to pay when implementing stochastic preponderance criteria. 
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This complicates the planning of even the most fundamental stochastic programme. Certainly, the new imperatives 

link together elements associated with diverse circumstances at the same developmental stage. 

Macharia and Peter Irungu (2003) 

The board's risk management practices in commercial banks are often referred to as the executives' resource duty, and 

they continue to be fundamental in ensuring the safety of contributors' assets and the financial backers' share. The 

Central Banks of any nation need the board to take responsibility for the country's resources in order to ensure that 

any gambling by executives adheres to the standards that have been established. The purpose of this research was to 

document the resource/risk procedures followed by boards of directors at Kenya's commercial banks and to quantify 

the extent to which commercial bank executives bear accountability for these institutions' resources. The analysis will 

be crucial for business banks and academics, and it will provide context to the existing data on executive resource 

obligations. All of the treasury operation managers of Kenya's 43 commercial banks were included in the sample. A 

Census study was used because the population was too small for testing and because it provided a more accurate 

depiction of the various risk management practices used by various commercial banks and their respective resource 

responsibility practices. 

 

Creator:- Dr. B. Charumathi's Asset and Liability Management (ALM) is a novel approach to planning, organizing, 

and managing assets and liabilities in terms of their compositions, sizes, trends, returns, and costs in order to generate 

a desired amount of interest income (NII). As the difference between revenue pay and premium expenses, NII is a key 

driver of profitability for financial institutions. Increased financing cost uncertainty has resulted from the relaxation 

of regulations on lending costs in India. Therefore, it is important to measure and evaluate Indian banks' transparency 

about their lending fees. This article is an attempt to quantify ICICI Bank's exposure to interest rate fluctuations using 

the Gap Analysis Technique, and it is titled "A Study on the Assets and Liabilities Management (ALM) Practices with 

Exceptional Reference to Interest Rate Risk Management at ICICI Bank." This article makes use of publicly available 

information to assess the ICICI bank's loan cost risk communication in March 2005, 2006, and 2007. The bank has 

been found to be exposed to loan fee risk, as was discovered. 

 

Authors: Yan ZENG(1) and Zhongfei LI (2) 

The process of managing assets and liabilities (including their compositions, sizes, growth rates, yields, and costs) in 

order to reach a target level of Net Interest Income is known as Asset and Liability Management (ALM) (NII). The 

net interest margin (NII) is the difference between banks' revenue pay and premium expenses. Increased financing 

cost uncertainty has resulted from the relaxation of regulations on lending costs in India. As a result, it's important to 

evaluate and evaluate the Indian banks' transparency about their lending fees. Through the use of the Gap Analysis 

Technique, the authors of "A Study on the Assets and Liabilities Management (ALM) Practices with special reference 

to Interest Rate Risk Management at ICICI Bank" attempt to provide an estimate of the Interest Rate Risk faced by 

ICICI Bank.  
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RESULTS AND DISCUSSION 

 

COMPARATIVE ASSET LIABILITY SHEET AS ON 31ST MARCH 2020-21  
 As at 31-Mar-20 As at 31-Mar-21 ABSOLUTE 

INCREASE/ 

DECREASE 

CHANGE 

IN % 

CAPITAL AND 

LIABILITIES 

    

Capital 4,652,257 4,577,433 74,824 1.634627967 

Reserves and Surplus 249,131,291 212,618,369 38,492,922 18.27614665 

Employees’ Stock Options 

(Grants) Outstanding 

Deposits 

2,105,864,054 1,674,044,394 413,819,660 24.60028311 

Borrowings 143,940,612 149,156,925 14,783,685 13.44629682 

Other Liabilities and 

Provisions 

289,928,565 206,159,441 83,769,144 40.63317382 

 2,773,525,565 2,224,585,697 548,939,868 24.67604951 

ASSETS     

Cash and Balances with 

Reserve Bank of India 

251,010,158 154,832,841 96,175,317 62.13557986 

Balances with Banks and 

Money at Call and Short 

notice 

45,680,191 144,591,147 -98,912,956 -68.40733894 

Investments 711,293,656 586,076,161 143,217,495 21.02414382 

Advances 1,599,826,654 1,258,305,939 341,520,715 27.14131195 

Fixed Assets 21,706,480 21,228,134 478,366 2.253455017 

Other Assets 146,012,773 59,551,495 86,459,278 145.1840596 

 2,773,525,914 2,224,585,697 548,940,215 24.67606513 

Contingent Liabilities 5,751,224,839 4,790,515,044 960,711,795 20.05441557 

Bills for Collection 134,284,924 81,248,646 53,036,278 65.27650688 
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                                                                      TABLE:4.1 

 
 

                                                                GRAPH:4.1 

 

Interpretation: 

The total current liabilities for the year are Rs.206159441 is less than the total assets for the year are Rs.2224585697. 

Therefore the assets are more than the liabilities. So there is a positive gap of Rs.548939688 i.e 24. 

COMPARATIVE ASSET LIABILITY SHEET AS ON 31ST MARCH 2019-20 

 

 As at 31-Mar-19 As at 31-Mar-20 ABSOLUTE 

INCREASE/ 

DECREAES 

CHANGE IN 

% 

CAPITAL AND LIABILITIES     

Capital 4,577,433 4,253,841 323,592 7.607054424 

Equity Share Warrants  4,011,158 -4,011,158 -120 

Reserves and Surplus 212,618,369 142,211,460 68,410,911 48.12433075 

Employees’ Stock Options 

(Grants) Outstanding  

29,135 54,870 -25,735 -46.90176781 

Deposits 1,674,044,394 1,428,135,800 245,928,594 17.22049388 

Borrowings 149,156,925 91,636,374 37,520,551 40.9450413 
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Other Liabilities and Provisions 206,159,441 162,428,229 43,731,214 26.92340628 

 2,224,585,697 1,832,707,732 391,877,965 21.38245822 

ASSETS     

Cash and Balances with 

Reserve Bank of India 

154,832,841 135,272,134 19,560,729 14.4602821 

Balances with Banks and 

Money at Call and Short notice 

144,591,147 39,794,055 124,797,112 263.3486133 

Investments 586,076,161 588,175,488 -2,119,327 -0.356921878 

Advances 1,258,305,939 988,830,473 269,475,466 27.25193786 

Fixed Assets 21,228,134 17,067,290 4,160,824 24.37893772 

Other Assets 59,551,495 63,568,314 -4,016,819 -6.318901469 

 2,224,585,697 1,832,707,732 391,877,965 21.38245822 

Contingent Liabilities 4,790,515,044 4,059,816,885 730,698,159 17.99830336 

Bills for Collection 81,248,646 85,522,390 -4,273,744 -4.997222365 

 

                                                                                          TABLE:4.2 

 
 

                                                                              GRAPH:4.2 
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Interpretation: 

 

        The total current liabilities for the year are Rs.43731414 is less than the total assets for the year are 

Rs.1832707732. Therefore the assets are more than the liabilities. So there is a positive gap of Rs. 391877965 i.e 

21.38%. 

 

CONCLUSION 

 

In the 1980s, financial institutions faced a rapid increase in loan cost risk, prompting the development of ALM to help 

mitigate this threat. Thus, it evolved into a set of techniques that enable financial institutions to cope with a much 

broader set of risks. In the future, ALM is likely to play a vital role in banks and other financial institutions. 

In the future, financial institutions will be judged in large part by how well they handle the risk associated with loan 

interest rates. Organizations have become larger and more complicated as a result of the elimination of administrative 

borders and the trend toward union, necessitating more sophisticated tools for executives to use in their risk-taking. 

An increasing focus of auditors and ratings agencies is on the CEOs' propensity for risk-taking inside the businesses 

they examine. Significant advances in information capture, transfer, and processing have made sophisticated risk 

management techniques accessible to philanthropic organization’s previously unavailable to them. 

It is expected that more banking CEOs will use these innovations to streamline and adapt their operations. Since 

adopting a more structured ALM, banks in developed countries are able to provide a wider variety of more complicated 

products than their counterparts in the emerging business sector. That line of thinking may be expanded to suggest 

that ALM may be a crucial factor in determining bank product process even within developed economies. 

REFERENCES 

Theory and Practice of Financial Management, by Prasanna Chandra (2008). 

Currently in its Sixth Edition from Tata McGraw Hill. 

Financial Management by I.M. Pandey, published by Vikas. 

Financial Management Theory and Practice (10th Edition), Brigham, E.F., and Ehrhardt, M.C., 2006. Thomson 

South-Western. 

The authors are M.Y.Khan and P.K. Jain. The Executive's Guide to Financial Statement Analysis, 4th Edition 

(2009, Tata McGraw-Hill, New Delhi). 

Sites: 

www.google.com 

www. Canara Bank.com. 

www.wikipedia.com 

 

 

 

 

 

 

 


