
Online International Interdisciplinary Research Journal, {Bi-Monthly}, ISSN 2249-9598, Volume-09, May 2019 Special Issue (04) 

 

 
w w w . o i i r j . o r g                      I S S N  2 2 4 9 - 9 5 9 8 

 
Page 100 

A Study on Students Perception towards Effect of Demonetization on Bank 
Performance 
 
 
Chandra Mohan Pa, Ramachandra N b, Sandip J c 

aAsst. Professor, Department of Commerce, BGS Institute of Management Studies, 
Chickballapur, India 
b Student of Third Year BBA, BGS Institute of Management Studies, Chickballapur, 
India 
cstudent of Third Year BBA, BGS Institute of Management Studies, Chickballapur, 
India 
 
 

Demonetization is the act of stripping a currency unit of its status as legal tender and 
demonetization is necessary whenever there is a change of national currency. In 2016, 
Indian government decided to demonetize the Rs.500 and Rs.1000 notes, these notes 
accounted for 86% of the country’s circulating cash. This demonetization impacted on 
money supply, banks, and prices and also effected on the GDP of the nation. During 
the last two years, demonetization has been analysed and commented upon 
continuously by a number of researchers and commentators. In this research paper an 
analysis about student’s perception towards effect of demonetization on bank 
performance is done for students in the BGS institute of management studies with 
reference to awareness of students towards demonetization. The main objectives of 
this research paper are to check out the student’s awareness about demonetization and 
their perception towards effect of demonetization on bank performance. 
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1.1 INTRODUCTION 
On November 8th, 2016, Government of India declared that 500 rupee notes and 1000 
rupee notes are invalid. New currencies in denomination of 2,000 and 500 are to 
replace the old currency. It is a transformational decision taken by the government to 
ban Rs.500 and Rs.1000 notes from circulation in the market. The decision was taken 
to minimise the black money and corruption. The RBI will be issuing Rs.500 and 
Rs.2000 notes from today onwards. They have released a statement by saying that all 
the Rs.500 and Rs.1000 notes are to be deposited at nearby banks or post-offices. This 
will be a regular currency circulation all throughout India. All those people who are 
panicked with this move by the government need not worry at all as the government 
has assured that ‘Your money will be yours. You will not lose anything so there is no 
point in being scared. There will be no restrictions on non-cash payments by cheques, 
demand draft’s, and electronic fund transfer. 

The introduction of Pradhan Mantri Jan DhanYojana (PMJDY) and Income 
Disclosure Scheme (IDS) were done to ensure that everyone has a bank account and 
gets ample time to declare their incomes. Before the Prime Minister issued an order to 
demonetize certain currency, he consulted the RBI and the Finance Minister.  

In the first four days after the announcement of the step, about Rs.3 trillion (US$45 
billion) in the form of old Rs.500 and Rs.1000 banknotes had been deposited in the 
banking system and about Rs.500 billion (US$7.4 billion) had been dispensed via 
withdrawals from bank accounts, ATMs as well as exchanges over the bank counters. 
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Within these four days, the banking system has handled about 180 million 
transactions. The State Bank of India reported to have received more than Rs.300 
billion (US$4.5 billion) in bank deposit in first two days after demonetization. A spike 
in the usage of debit card and credit card post demonetization was also reported. 

1.2 MEANING OF DEMONETIZATION 

Demonetization is the act of stripping a currency unit of its status as legal tender. It 
occurs whenever there is a change of national currency; the current form or forms of 
money is pulled from circulation and retired, often to be replaced with new notes or 
coins. 

1.3 EFFECT OF DEMONETIZATION ON BANKING SECTOR 

1. Increase in deposits: demonetization has increased the deposits in banks. 
Unaccounted money in the form of Rs.500 and Rs.1000 were flowing to the 
banks and the sizes of deposits have been increased. It helped the banks to 
grab the deposits and increase their deposits.  

2. Demand for Government bonds: After sharp rise in deposits on post 
demonetization, banks started lending such surplus deposits to the RBI under 
the reverse repo options. The return on bond investment is likely to add 15 to 
20 percent increase in the earnings of banks. 

3. Sagginess in lending:Lending growth of the banks is considerably less even 
after demonetization and its impact of growth in the amount of public deposit. 
Banks have tried to lend the money to the needy group by reducing their 
interest rates.  

4. Push to digital banking: A cashless economy is one in the flow of cash 
within an economy is non-existent and all transactions have to be through 
electronic channels such as direct debit, credit and debit cards, electronic 
clearing, immediate payment service, national electronic fund transfer.  

5. Improved monetary transmission: In an environment of a surge in low cost 
current account and saving account deposits, banks announced a large cut in 
their marginal cost of funds based lending rates(MCLR) with a 100 basis 
points reduction in the 1year MCLR. 

2.1 OBJECTIVES OF STUDY 

1. To know the concept of demonetization 
2. To analyse the student perception towards demonetization 
3. To find the effect of demonetization on bank performance 
4. To give favourable suggestions based on study 

2.2 REVIEW OF LITERATURE 
� Nithin and Sharmila (2016) studied demonetization and its impact on Indian 

Economy. They opined that demonetization has short term negative impact on 
different sectors of the economy and such impacts are solved when the new 
currency notes are widely circulated in the economy. They also argued that the 
government should clear all the problems created due to demonetization and 
help the economy to work smoothly. 

� Nikita Gajjar (2016)  deliberated a study on Black Money in India: Present 
Status and Future Challenges and Demonetization. She described the 
framework, policy options and strategies that Indian Government should adapt 
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to tackle with this issue and the future challenges to be faced by the 
Government. 

� Vijay and Shiva (2016) examined demonetization and its complete financial 
inclusion. They felt that the rewards of demonetization are much encouraging 
and the demonetization is in the long-term interest of the country. They 
expressed that it had given temporary pain but it taught financial lessons. It 
influenced banking industries to do considerably investment on digitalization 
of banking services. 

2.3 STATEMENT OF THE PROBLEM 
Demonetization is process of removing a currency from general usage or 

circulation. The Prime minister issued an order to demonetize certain currency i.e. 
Rs.500 and Rs.1000 notes to remove black money from country. This demonetization 
effected on all banks in a country it changed some rules and regulations of banks. 
After demonetization of currency government of India introduced new currencies i.e. 
Rs.500 and Rs.2000. Issuing of new currency notes and collecting of old currency 
notes are affected on bank. The main problem is studying the effect of demonetization 
on bank and analyse the performance of bank after demonetization of currency, this 
study is taken to recognize the perception of students towards implementation of 
demonetization and its effect on bank performance. 

2.4 SCOPE OF THE STUDY 
The present study is focusing on the student’s perspective towards effect of 
demonetization on bank performance. Further study is concentrated on BGS institute 
of management studies college students. The study area is covering 
Chickballapurbranch BGS institute of management studies. 
2.5 RESEARCH METHODOLOGY 
This study is analytical in nature, for the purpose of this study both primary data and 
secondary data has been used. 

a. Primary data:  Primary data has been collected with the help of a structured 
questionnaire and also had interactions with degree students to collect primary 
data. 

b. Secondary data: secondary data has been collected from published source 
such as books, journals, and various related websites also used. 

2.6 SAMPLING 
I have been selected BGS institute of management studies students by convenient 
sampling method. Further the study analyse the opinion of students towards 
demonetization, for this purpose I have been selected 50 respondents by convenient 
sampling method. 
2.7 TECHNIQUES 

1. The collected data has been tabulated, analysed and interpretation is drawn 
and the same shown by way is graphs and diagrams. 

2. Analysis and interpretation of data has been presented with the help of 
percentage and tables 

2.8 LIMITATION OF STUDY 
1. Collection of data for analysis is restricted to BGSIMS students only 
2. The study will be confined to chickballapur branch only. 
3. Time constraint and financial constraint are also limitation of the study. 
4. DATE ANALYSIS AND INTERPRETATION 
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3.1 Table showing that classification of respondents’ demographic profile on the 
basis of Gender, stream and year of studying 

Demographic profile Frequency Percentage 
Gender 

Male 24 48% 
Female 26 52% 

Stream 
Commerce 38 76% 

Management 12 24% 
Year of studying 

First year 18 36% 
Second year 16 32% 
Third year 16 32% 

Total 50 Respondents 100% 
The demographic profile table shows that 48% of male and 52% of female 
respondents, 76% respondents are from commerce stream and 24% respondents are 
from management stream, 36% respondents are first year, 32% respondents are 
second year and 32% of them third year. 
3.2 Table showing that respondents opinion on awareness of demonetization and 
its rules 
Factors Frequency Percentage 
Clearly 26 52% 
Not clear 24 48% 
Don’t know 0 0% 
Total 50 100% 
Analysis:The above table analysed 52% of respondents said clearly and remaining 
48% of respondents said not clear towards above. 
Interpretation: the above percentage is interpreted that majority of the students have 
awareness of demonetization and its rules. 
3.3 Table showing that effect of demonetization on bank performance 
Factors Frequency Percentage 
Yes  26 52% 
No  24 48% 
Total 50 100% 
Analysis:The abovetable analysed 52% respondents said yes, 48% respondents said 
no, towards effect of demonetization on bank performance.  
Interpretation: the above percentage is interpreted that majority of students agreed 
that implementation of demonetization effected on bank performance. 
3.4 Table showing that demonetization increased online transaction of bank 
Elements Frequency Percentage 
Yes 46 92% 
No 04 08% 
Total  50 100% 
Analysis:The above table analysed 92% respondents said yes, 08% respondent said 
no towards demonetization increased online transaction of bank. 
Interpretation: the above percentage is interpreted that majority of students 
responded that demonetization has increased online transaction of bank. 
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3.5 Table showing that demonetization helps to improve financial position of the 
bank 
Element  Frequency  Percentage  
Yes 28 56% 
No 22 44% 
Total  50 100% 
Analysis: The above table analysed 56% respondent said yes, 44% respondent said 
no, towards demonetization helps to improve financial position of the bank. 
Interpretation: the above percentage interpreted that the majority of respondents 
agreed that demonetization helps to improve financial position of the bank. 
3.6 Table showing that respondents opinion about banking condition after 
demonetization 
Factors Frequency Percentage 

Satisfactory 18 36% 
Average 32 64% 

Dissatisfactory 00 0% 
None of the above 00 0% 

Total 50 100% 
Analysis: The above table analysed 36% of respondents said satisfactory and 64% of 
them said average towards banking condition after demonetization. 
Interpretation: the above percentage interpreted that most of the students agreed that 
banking condition is average after implementation of demonetization. 
3.7 Table showing that level of risk faced by bank after demonetization 

Factors Frequency  Percentage  

5-25% 6 12% 

25-50% 16 32% 

50-100% 28 56% 

No risk 0 0% 

Total  50 100% 

Analysis: The above table analysed 12% of respondents said 5-25%, 32% 
respondents said 25-50%, 56% said 50-100% towards level of risk faced by bank after 
demonetization. 
Interpretation: the above percentage is interpreted that students agreed that bank has 
faced 50-100% risk after implementation of demonetization.  
3.8 Table showing that bank faced difficult in supplying of new currency 
Factors Frequency Percentage 
Yes  46 92% 
No  04 08% 
Total 50 100% 
Analysis: The above table analysed 92% of respondents are said yes, 8% respondents 
are said no, towards respondents opinion on bank faced difficult in supplying of new 
currency. 
Interpretation: the above percentage is interpreted that most of the students agreed 
that bank has faced more difficult in supplying of new currency.  
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4.1 FINDINGS: 
 

1. It is found that majority of the students are aware of demonetization and its 
rules. 

2. It is found that majority of students agreed that implementation of 
demonetization has effected on bank performance. 

3. It is found that demonetization caused inconvenience for regular banking 
process. 

4. It is found that implementation of demonetization increased online transaction 
of bank. 

5. It is found that most of the students agreed that demonetization helps to 
improve financial position of the bank. 

6. It is found that after demonetization implementation banking condition is 
average  

7. It is found that after implementation of demonetization bank has faced 50-
100% risk. 

8. It is found that found that bank faced difficulty in supplying of new currency 
Rs.200 and Rs.500 

9. It is found that students have positive notion on demonetization and this 
implementation of demonetization is helps to bank  

10. It is found that currency exchange is effect on banking condition. 
11. It is found that demonetization have positive impact on banking performance. 

4.2 CONCLUSION AND SUGGESTION 

Many countries have experimented with the process of demonetization in the past. 
Some countries benefitted tremendously from the move while some terribly failed at 
it. In India on 8th November 2016 our Prime Minister Narendra Modi implemented 
demonetization. It is mainly affected to the banks. After implementation of 
demonetization banks rules are changed and it has been changed customer perception 
on banks. After implementation of demonetization bank got more deposit from 
customers it is suggested to government utilise that money for social development and 
also suggested to the bank to give loans at concessional interest rate for customers. 
From this study we can even see that students feel that implementation of 
demonetization have positive impact on bank performance and it reduces corruption 
in the country.  
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