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                                        Preface
Serving as an intern at Southeast Bank was a wonderful experience. My internship report is a pre requirement from United International University for my internship credit. For the chance, I am very thankful, I have learned a lot during my time there. 
 My topic is “Financial statement analysis and interpretation of Southeast Bank”. This report contains information about financial performance and key ratios of Southeast Bank over the last five years. I have also included some basic information about Southeast Bank Ltd, as in their mission, vision, products.
The main objective of the report is to evaluate the overall financial position and performance of Southeast Bank by their financial statement. To evaluate their financial statement I have given key ratio analysis in this report. I have tried to include all important ratios. I have also given necessary recommendation for improvement.
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Southeast Bank Limited is a scheduled commercial bank established on12 march, 1995 as a public limited company. Currently it has 135 branches. It is one of the largest Bangladeshi Bank.
This report is divided into five parts first part is introduction. Introduction part contains information about background of the report, objective of the report, methodology, information collection process, limitations, and scope of the report.
Second part contains information about the bank their mission and vision, core values, core competencies, products and services their strength weakness opportunity and threats also known as SWOT analysis and organizational structure.
Third part is internship responsibility and observations and findings. I included my experience and learning while working there as an intern, my duties and responsibilities and findings.
In the Fourth part key ratios, interpretation and overall performance is included. 
Ratios are necessary to understand the financial position and performance of a company.  To understand the financial performance I have included investment analysis, credit risk analysis and performance analysis. 
In the investment analysis part I have included loan growth, deposit growth, loan deposit ratio, efficiency ratio, tier 1 capital ratio, and return on equity ratio.     
Loan growth has increased which is mostly considered a good sign. Deposit growth has increased which means bank’s ability to give loans to customers have increased. Loan deposit ratio helps assess a bank’s liquidity. Loan deposit ratio is increasing which means bank’s ability to liquidity is decreasing. Efficiency ratio helps understand the balance between income and expense. Efficiency ratio is increasing which means expense is increasing. Tier 1 capital ratio has increased which means bank is less vulnerable to bad loans. Return on equity ratio has decreased.  
In the credit analysis part post tax profit, total asset, total equity has increased. Return on asset ratio has decreased. Capital adequacy ratio has decreased.
In the performance analysis part cash ratio or liquidity has increased. Operating efficiency has decreased, debt to equity ratio has increased.
Summary and concluding remarks are included in the fifth part. I have given necessary recommendation for improvement.
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1.1 Background of the study
 I completed my internship from Southeast Bank Mohammadpur branch where I learned about banking in practical life which will help me in the future. Southeast bank is a private bank established in 1995, (Southeast Bank Limited- Wikipedia, 2020) and gained huge success over these years.
Internship report is a prerequisite for completion of the BBA program from United International University. Considering that my internship report topic is financial statement analysis and interpretation of Southeast Bank, I will try to give proper explanation of their financial position, cash flows and performance and recommendation based on the obtainable information. Financial statement analysis is very important for a company to recognize their financial position and to decipher their strength and weakness. This report is a prerequisite of both United International University and Southeast bank.
1.2. Objectives of the Study
The objective of the study is to get a basic idea about different aspects of bank, organizational structure of the bank, their financial positions. This study is expected to help evaluate the financial statement analysis of Southeast Bank, and provide necessary recommendations on how to improve the financial positions, and so on.  
The specific objectives of the study are:
· To evaluate the profitability of the Southeast Bank Limited; 
· To analyze the liquidity of the bank;  
· To measure the operating efficiency of the bank; 
· To evaluate the capital structure of the bank; 
· To suggest necessary recommendations. 
.
1.3 Methodology of the study
The sources I used for collecting data can be divided into two groups. They are:
· Primary sources
· Secondary sources



1.3.1 Primary sources
· Conversations with officials of  Southeast Bank (Mohammadpur branch)
· Informal discussion and simple conversation with each individual employees. 
· Personal observation on the procedure of banking activities. 
· Conversation with clients. 
· Personal experience from working as an intern.

 1.3.2 Secondary sources

· Annual report of Southeast Bank for year 2019.
· Official Website of Southeast Bank.
· Wikipedia 
· Brochures and publications of Southeast Bank.
· Information from various websites about ratios and financial statement analysis
· Articles on internet about Southeast Bank

1.3.3 Data collection tools and technique
This report is a study of financial statement and performance of Southeast bank. I included information about financial activities, and general activities of bank and overall activities of Bank from various articles, from their annual report, available information on websites and from my personal experience of working there as an intern. I collected data from their last few years annual report, websites and brochures. I also collected information about the ratios provided in the annual report. I also collected information from interviewing the employees. 
I started working on the report on ms word after collecting information. I also had to calculate the ratios. For the ratios and SWOT analysis I used tables, charts and graphs which are shared from ms word templates.
1.3.4 Data analysis
Most of the data are collected from Southeast Bank annual report 2019. Some of the data are collected from websites and brochures. Some of the data like organizational history and structure are directly given from annual report and websites. Some of the data are calculated and interpreted from my knowledge of accounting.


1.4 Scope of the report
This report is based on my personal experience at Southeast Bank. Southeast Bank is one of the largest private bank in Bangladesh with branches all over the country and broad range of task. (Southeast Bank , 2019) So it is not possible for me to cover all of these tasks in three months or mention all those tasks in this report. I have focused on financial performance and position of Southeast Bank in the last few years. In this study the financial statements of SEBL are analyzed from different viewpoint including ratio analysis.
1.5 Limitations of the study
Even though I tried my best I faced some limitations and drawback in preparing this report. Some of the limitations I have faced during preparing this report are:
· 3 months internship is not a lot of time to learn about whole banking activities. 
· Annual report is prepared at the end of the year. So I haven’t been able to collect the annual report of current year “2020”.
· Since I haven’t been able to collect annual report of 2020 I haven’t been able to find out how Covid 19 situation affected the bank financially.
· Banks keep a lot information confidential which I did not have access to
[bookmark: _Toc55573407][bookmark: _Toc55573424][bookmark: _Toc55573466]Chapter 2:  Company profile of Southeast Bank

2.1 History of the organization
“Southeast Bank, founded in 1995, is a private bank. After acquiring certificate of commencement of business from the Registrar of Joint Stock Companies and firms on that year the bank opened as a public Limited Company on March 12, 1995. The Bangladesh Bank’s Banking license was obtained on March 23, 1995.  The Chairman of the Bank is Mr Alamgir Kabir, FCA a professional Chartered Accountant.” (Southeast Bank Limited- Wikipedia, 2020)
‘”Southeast Bank head office is situated at Eunoos trade center, Dilkusha C/A Dhaka. Southeast bank has branches in all the major cities of Bangladesh.   Their slogan is “A Bank with vision”. Since its establishment in 1995, Southeast Bank Limited has followed sound Corporate Governance in all its operations. Currently Southeast Bank has 135 branches and 198 ATMs across the country.” (Southeast Bank , 2019) 
“As of December, 2019 the authorized capital of the bank is 15000 million. It’s Paid-Up Capital and Reserve is BDT 36,093.33 million as of December 31, 2019. As of December 2019 the Bank has 2,885 Staff of whom 265 were Executives; 2,137 were Officers and 483 were other staff. Southeast Bank is one of the leading banks in Bangladesh. The Bank created a trustworthy and disciplined environment for its employees. The bank is managed by a team of efficient professionals. Southeast Bank has achieved many awards. In 2020,Southeast Bank Limited was awarded the 7th highest Income Tax Payer in the Banking Category for the assessment year 2018-2019”. (Southeast Bank , 2019)
2.1.1 Vision	
Vision of Southeast Bank is “To be a premier banking institution in Bangladesh and contribute significantly to the national economy”. (Southeast Bank , 2019)
2.1.2 Mission Statements
            Mission of Southeast Bank is:
· High quality financial services with state of the art technology. 
· Customer Service Excellence / Prompt Customer Service. 
· Sustainable growth strategy. 
· High ethical standards in business. 
· Steady return on shareholders’ equity. 
· Innovative banking at a competitive price. 
· Attraction and retention of quality human resource.
· Commitment to Corporate Social Responsibility. (Southeast Bank , 2019)

2.1.3 CORE VALUES
Core values of Southeast Bank are:
· Integrity
· Respect
· Fairness
· Harmony 
· Team Spirit 
· Courtesy 
· Commitment 
· Service Excellence 
· Insight and Spirit 
· Enthusiasm for work 
· Business Ethics. (Southeast Bank , 2019)


2.1.4 Core competencies 
Core competencies are:
· Knowledge
· Experience and Expertise 
· Customer Orientation and Focus 
· Transparency 
· Determination
· Zeal for Improvement 
· Pursuit of Disciplined Growth Strategies
· Reliability. (Southeast Bank , 2019)

2.2 Products and services
Southeast bank provides a wide range of products including credit cards, debit card, various types of savings account, deposit products. They also provide different types of services like value added services, export services etc.
Products services of Southeast bank are:
 Islamic banking deposit products
· Mudaraba savings account
· Al-Wadiah Current Deposit Account
· Mudaraba Short Notice Deposit
· Mudaraba Monthly Savings Scheme 
· Mudaraba Monthly Income Scheme
· Mudaraba Pension Savings Scheme
· Mudaraba Double Benefit Scheme 
· Mudaraba Super Double Benefit Scheme 
· Mudaraba Multimillionaire Gold Deposit Scheme (MGDS)
· Mudaraba Wage Earners Pension Saving Scheme
· Mudaraba Millionaire Deposit Scheme 
· Mudaraba Term Deposit Receipt. (Southeast Bank , 2019)
 Conventional banking deposit products
· Savings account
· Current Deposit Account (CD) 
· Short Notice Deposit (SND) 
· Fixed Deposit Receipt (FDR) 
· Monthly Savings Scheme (MSS)
· Monthly Income Scheme (MIS) 
· Pension Savings Scheme (PSS) 
· Double Benefit Scheme (DBS) 
· Super Double Benefit Scheme (SDBS)
· Millionaire Deposit scheme (MDS) 
· Multimillionaire Gold Deposit Scheme (MGDS) 
· Wage Earners Pension Savings Scheme (WEPSS)
· Anonya™ Savings Account
· Bichokkhon™ Savings Account 
· ESTEEM™ (Priority Banking Service)
· School Banking 
· Taroka™ 
· Nokkhotro™ 
· Royal Savings “Savings Account” 
· Savings Fast “Savings Account”. (Southeast Bank , 2019)

Value added services

· Student services
· Locker Service
· Senior Citizen Scheme
· Passport Endorsement 
· Individual Remittance (Inward and Outward) 
· Internet Banking Service 
· Call Centre (24x7x365) 
· Mobile Banking Services (Tele Cash). (Southeast Bank , 2019)

Retail banking services

· SEBL home loan
· SEBL Personal Loan 
· SEBL Car Loan. (Southeast Bank , 2019)

Service provided by off-shore banking unit

· Foreign currency deposit account for no residents
· Export-Import services to Type-A industrial units of Export Processing Zones (EPZ) & Economic Zone (EZ). 
· Financing Usance Payable At Sight (UPAS) Documentary Credit 
· Purchase of Export Bills (IDBP/FDBP) in Foreign Currency 
· Foreign Currency Term Loan to eligible resident industrial units. (Southeast Bank , 2019)

Card services

· Southeast Bank credit card
· Southeast Virtual Card 
· Southeast Travel Card
· Southeast Hajj Card 
· Southeast Prepaid Card /INSTA Prepaid Card 
· Visa Dual Currency Debit card
· Southeast Express Card 
· Southeast Personalized Debit Card
· Southeast My Remit Card 
· Student Debit Card. (Southeast Bank , 2019)

Loan products

· Southeast Shopan
· Southeast Shikhor 
· Southeast Shuprova 
· Southeast Shopnil 
· Southeast Agri. Loan. (Southeast Bank , 2019)

Corporate loan

· Working capital finance 
· Term Finance 
· Project Finance
· Syndication & Club Finance 
· Work Order Finance
· Real Estate Finance 
· Trade Finance 
· Commercial Finance 
· Export Finance 
· Loan to NBFI. (Southeast Bank , 2019)

Treasury products

· Call money
· Term Money 
· Re-purchase Agreement (Repo) 
· Reverse Repo 
· Foreign Exchange Swap 
 Fixed Income Products
· Treasury Bond to Inter-Bank 
· Treasury Bond to Individual Investors
· Treasury Bond to Corporate Investors 
· Subordinated Bond  
 Foreign Exchange Products 
· Spot in Major Currency Pairs 
· Forward Contract 
· Placement in USD. (Southeast Bank , 2019)

 Export services

· Documentary credit :
a. Opening Import Documentary Credit (Local and Foreign) 
b. Arranging Add Confirmation through Foreign Correspondent Banks 
c. Arranging Discounting through Foreign Correspondent Banks

· Post import finance:
a. Loan Trust Receipt (LTR) 
b. Time Loan 
c. Term Loan 

· Documentary Collection service
             a. Documents Collections against Payment(D/P)
             b. Documents Collections against Acceptance (D/A)
· Issuing Shipping Guarantee. (Southeast Bank , 2019)

Foreign currency (FC) account services

· Resident Foreign Currency Account (RFCD) 
· Non-Resident Foreign Currency Account (NFCD) 
· Non-Resident Taka Account (NRTA) 
· Exporter’s Retention Quota (ERQ) Account. (Southeast Bank , 2019)
A fixed revolving credit limit is issued with a credit card that can be used for cash or purchase and paid later at convenience. It allows payment in full or partial. Credit Card can be used for In-store or Online Purchase and Cash Withdrawal from ATM. One can withdraw cash from any Southeast Bank Branch with a Southeast Bank credit card. (Southeast Bank, 2020)
Savings account is for individual users also known as personal savings account.  Current deposit account is for businesses and organizations.  Fixed deposit receipt ensures a fixed amount of interest against a fixed amount after a fixed period of time.
Southeast bank also provides Islamic banking facilities like Mudaraba savings account, Mudaraba special deposits. Mudaraba savings account is for customers who want to have a small amount of savings and also want to be able to be withdraw money from their account. 
SME banking helps small organization by providing credit facilities.
Southeast bank also provides internet banking facilities.
2.3 Organizational structure of Southeast bank
An organizational structure is a framework that specifies the course of certain activities in order to achieve an organization’s goals. These activities can include rules, roles, and responsibilities. The organizational framework also defines how knowledge moves between levels within the company. (Kenton, 2020). Since Southeast Bank is a large organization their hierarchy is quite large.  Southeast bank’s hierarchy is given below according to designation.
Hierarchy of Southeast bank is given below
	
	President and Managing Director

	Senior Executive Vice President

	Executive Vice President

	Senior Vice President

	Vice President

	First Vice President

	Senior Assistant Vice President

	Assistant Vice President

	Senior Principal Officer

	Principal Officer

	Executive Officer

	Probationary Officer

	Officer

	Junior Officer

	Assistant Officer

	Trainee  Assistant Officer. (Tisha, June 30, 2018)


                                      
2.4 SWOT analysis of Southeast bank
SWOT analysis is the analysis of strength, weakness, threats and opportunities of a company. SWOT analysis helps to better understand your organization, fix vulnerabilities, avoid risks, take advantage of your strengths, and build business goals and strategies to achieve them. (Queensland Government , 2020). Southeast bank’s SWOT analysis will help understand Southeast bank’s strengths, weaknesses, threats and opportunities.


                                 Figure: 1
The strength, weakness threats and opportunity of Southeast bank is given below: 
Strengths:
· Professionally Strong Board of Directors 
· Transparent and Quick Decision Making 
· Satisfied Customers 
· Effective Internal Control 
· Proper Risk Management 
· Focus on Diversification 
· Quality Customer Service 
· Unique Corporate Culture. (Southeast Bank , 2019)
Weaknesses
· Focusing too much on large enterprises 
· Lack of promotional activities
· More focus on large loans
· Not a lot of opportunity to develop new and innovative products which is causing lack of new products.
Opportunities
· Large scale network 
· Need to focus more on increasing publicity related activities.
· Increasing number of customers.
Threats
· Numbers of banks are increasing, which is causing elevation in competition in banking sector.
· Risk of bank loan defaults
· Unreliable political environment.
[bookmark: _Toc55573408][bookmark: _Toc55573425][bookmark: _Toc55573467]Chapter 3: Internship Role, Responsibilities and Learning

3.1 Working experience at Southeast bank
I started my internship at Southeast bank Mohammadpur branch on August 16, 2020. Over the three month internship I learned about banking in real life. Although three month is not enough to learn about banking system and procedures I did my best to learn about some of the basic works of bank. I am grateful for all the support the employees have given me in spite of their busy schedule. I have also learned about corporate environment in real life. Overall it was a pleasant and educative experience for me which will help me in building my career in the future.
3.2 Duties and responsibilities:
This report is based on my three month internship experience at Southeast bank. Within this time I worked at front desk, cash and accounts department. My duties and responsibilities were:
· Filling up incomplete forms such as savings account forms, current accounts forms, FDR forms which were left incomplete of important information like account opening date, applicant or nominees necessary information like Tin number nid number which were left out and putting account number where necessary.
· New cheque book and credit card entries on register books. 
· Organizing forms
· Searching forms, cheque books.
· Receiving phone calls.
· Getting authorities signature on documents.
· Stamping various kinds of documents with authorization seal.
· Helping customers with their enquiries 
· Helping customers fill up forms.
3.3 Findings and observations
· Employees are very kind, friendly and helpful, they helped me with my enquiries in spite of their busy schedule.
· Software performance for important tasks was not satisfactory which slows down some of the day to day activity of the banks which are dependent on software performance.
· Shortage of machineries the branch needs more printers. Regular banking activities need constant use of printers. Lack of necessary equipment sometimes slow down work.
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4.1 Consolidated balance sheet of Southeast Bank 2019
Consolidated financial statements are the financial statements of a company with several  branches or divisions. (Kenton, Consolidated Financial Statements, 2020). Consolidated statement helps understand the overall financial position of a company. Stakeholders get to know the amount of asset and liabilities by consolidated statement. Southeast bank’s consolidated statement is given below.
	
Consolidated balance sheet
As of 31 December, 2019


	Particulars 
	                                   Amount

	
	2019
	2018

	PROPERTY AND ASSETS
Cash 
In hand (including foreign currencies)
Balance with Bangladesh Bank and its agent banks (including foreign currencies)

Balance with other banks and financial institutions
In Bangladesh 
 Outside Bangladesh

Money at call and on short notice investment
Government
Others

Loans and advances/investments 
Loans, cash credit, overdrafts etc./investments
Bills purchased and discounted

Fixed assets including premises, furniture and fixtures
Non-banking assets
	

3,664,880,130



18,954,911,247

	

3,598,852,097



17,916,575,574

	
	22,619,791,377
	21,515,427,671

	
	

5,568,594,836
1,903,702,998
	

3,984,794,486
2,449,639,553

	
	7,472,297,834
	6,434,434,039

	
	4,739,531,100
	6,8 97,100,000


	
	62,409,764,654
14,900,277,916
	50,963,038,896
14,646,513,537

	
	77,310,042,570
	65,609,552,433

	
	


278,757,951,276
17,995,011,999
	


255,400,659,122
12,270,968,683

	
	296,752,963,275
	267,671,627,805

	
	
9,333,658,015

4,084,430,822
	
9,337,295,160

4,110,241,772

	Total assets 
	422,312,714,993

	381,575,678,880

	LIABILITIES AND CAPITAL
Liabilities 
Borrowings from other banks, financial institutions and agents
Subordinated bond
Other borrowings

Deposits and other accounts 
Current/Al-wadeeah current accounts and other accounts
Bills payable
Savings bank/Mudaraba savings bank deposits
Fixed deposits/Mudaraba fixed deposits

Other liabilities
	





10,200,000,000
13,701,399,879
	





11,800,000,000
11,211,700,343

	
	23,901,399,879
	23,011,700,343

	
	
48,260,613,039
 
4,095,294,208
30,416,845,985

246,477,520,709
	
40,472,065,762

4,494,551,361
27,259,920,347

226,108,257,117

	
	329,250,273,941
	298,334,794,587

	
	
38,651,506,648
	
32,102,455,720

	Capital/shareholders' equity
Paid up capital
Statutory reserve
Revaluation reserve
Other reserve
Foreign currency translation reserve
Retained earnings
	
11,599,419,720 1
10,969,433,607
4,248,271,218
247,650,000
(8,779,606)

3,443,466,969
	
10,544,927,020
10,094,153,565
4,360,801,902
247,650,000
(28,918,605)

2,898,043,836

	Total shareholders' equity
	30,499,461,908
	28,116,657,718

	Non-controlling interest
	10,072,617
	10,070,512 

	Total liabilities and shareholders' equity. (Southeast Bank , 2019)

	422,312,714,993 
	381,575,678,880




4.2 Key ratios
Ratios are necessary to evaluate and understand the financial performance of the bank. Ratio analysis is the calculation and comparison of ratios which are derived from the information in a company's financial statements. With the help of ratio we can figure out the overall financial position of the organization.
4.2.1 Investment analysis
4.2.1.1 Loan growth
Total amount of loan for the last five years:
	2019
	2018
	2017
	2016 
	2015

	296,752,963,275
	267,671,627,805
	234,316,716,329
	191,865,589,237
	168,878,458,545




                                                        Figure: 2
Interpretation:
We can see that over the last five years Southeast bank’s loan growth has increased. It is difficult to say whether loan growth is good or bad without proper information. But generally loan growth is a good sign for established banks in good position.

4.2.1.2 Deposit growth
Total Deposit amount
	2019
	2018
	2017
	2016
	2015

	329250273941
	298334794587
	269828075048
	229,973,428,850
	210,431,093,129


   
 			
                             Figure: 3	
Interpretation:  
Deposits are one of the most common sources of loan able funds for banks. Increasing deposit growth is a good sign for banks this would mean the bank’s ability for giving loans to customers has increased. We can see it in above chart and graph that Southeast bank’s deposit has increased over the last 5 years.
4.2.1.3 Loan Deposit ratio

Loan deposit ratio = Total amount of loan ÷ total amount of deposit
	2019
	2018
	2017
	2016
	2015

	0.901
	0.897
	0.868
	0.834
	0.803








	
                      Figure: 4


Interpretation: 
Loan deposit ratio increased over the years. The loan/deposit ratio assists on determining liquidity of a bank. The bank could be vulnerable to any sudden adverse changes in its deposit base if the loan deposit ratio is too high. Conversely, the bank holds on to unproductive capital and earns less than it should if the loan/deposit ratio is too low. (B.MURPHY, 2020) Southeast bank’s loan to deposit ratio is increasing which bank’s ability of liquidity is decreasing. Which means banks ability to pay to its customers is decreasing.
4.2.1.4 Efficiency ratio
Efficiency ratio= bank’s non interest expense ÷ net income
	Year 
	Ratio

	2015
	30.77%

	2016
	33.84%

	2017
	34.96%

	2018
	34.61%

	2019
	37.58%




                                  Figure: 5
Interpretation: Efficiency ratio helps finds out the balance between income and expenses. It measures how much the bank pays on operating expenses. (Sobhani). Efficiency ratio is increasing over the years, which can mean bank’s cost is increasing over the years or revenue is decreasing. Lower efficiency ratio is better, so this is not a good sign for the bank.

4.2.1.5 Tier 1 Capital ratio
Tier 1 Capital ratio = Total equity – revaluation reserve ÷ risk base assets
Risk Based Assets = Total Asset - Cash and Equivalents - Fixed Asset

	Year
	Tier 1 Capital ratio

	2015
	8.57%

	2016
	7.73%

	2017
	6.79%

	2018
	7.54%

	2019
	8.35%




                                     Figure: 6                      
Interpretation:
The Tier 1 capital ratio compares the core equity capital of a bank against its total risk-weighted assets including all of the bank’s assets that are systematically weighted for credit risk. (Hayes, 2019).Before wiping out shareholder equity capital ratios give a good indicator of the degree of loss that a bank can handle. It is possible to think of capital ratios as proxies for the margin of error of a bank. Today capital ratios also play a greater role in deciding whether acquisitions and dividend payments can be signed off by regulators.
The capital ratio of Tier 1 is used to assess the extent to which the bank is vulnerable to an unforeseen rise in bad loans. The tier 1 capital ratio has to be at least 6%.  We can see that the bank have at least 6% capital ratio. (Hayes, 2019) In 2019, the Tier 1 capital ratio rose which is a positive sign for the bank.
4.2.1.6 Return on equity	
Return on equity = Pretax profit ÷ total equity
	Year
	Return on equity

	2015
	11.86%

	2016
	9.06%

	2017
	4.46%

	2018
	9.17%

	2019
	8.56%




                                                Figure: 7
Interpretation: Return on equity (ROE) tests profitability of a business by reporting how much profit an organization produces from the money investors have invested. High or low ROE ratios will greatly differ from one business group or sector to another. It is not easy to tell whether a Roe is good or bad. ROE measures the profits made for each dollar from shareholders’ equity. Roe has decreased in 2017 from 9.06% to 4.46%. A higher ROE implies that the management team of a company is more successful when it comes to using investment finance to expand its business. However, a low ROE means that a business may be mismanaged and may reinvest earnings into unproductive assets. ROE decreased in 2019 which could mean that the bank does not increase its profit production without requiring as much capital and implies less effective use of equity capital. (Lalonde, 2020)
4.3 Credit quality   
	Credit quality(in millions) 
	2019
	2018
	2017
	2016
	2015

	Classified Loans
	14,375.29 
	15,558.85
	13,878.53
	9,257.79
	7,193.82

	Provision for Unclassified Loans
	529.63
	3,321.40
	3,440.61
	2,430.00
	1,540.00

	Provision for Classified Loans
	18,243.63
	9,961.90
	6,628.68
	3,728.28
	2,323.29

	Provision for Contingent Liabilities
	812.10
	1,201.20
	1,425.00
	1,139.50
	890.00

	Percentage of NPLs to total Loans and Advances
	4.87%
	5.87%
	5.99%
	4.89%
	4.25%



(Southeast Bank , 2019)
4.4 Credit risk analysis
4.4.1 Total assets
Total assets amounts over the last five years (Southeast Bank , 2019)
	Years 
	2015
	2016
	2017
	2018
	2019

	Total assets 
	260,718,030,453
	291,798,010,079
	339,288,054,190
	381,575,678,880
	422,312,714,993



Interpretation: Assets have increased over the last five years
4.4.2 Total equity
Total equity over the last five years (Southeast Bank , 2019)
	Years 
	Total equity

	2015
	27,206,657,378

	2016
	26,522,864,631

	2017
	25,761,744,012

	2018
	28,116,657,718

	2019
	30,499,461,908



Interpretation:  Total equity decreased in 2016 and 2017 but increased again in 2018 & 2019.
4.4.3 Pretax profit
Pretax profit over the last 5 years
	Years
	Profit before tax

	2015
	5,522,479,520

	2016
	5,246,371,223

	2017
	4,098,296,703

	2018
	4,668,658,214

	2019
	4,404,225,582



Interpretation: Profit before tax has increased in 2018 but decreased in 2016, 2017 and 2019.
4.4.4 Post tax profit
	Year
	Post tax profit

	2015
	3,069,415,542

	2016
	2,435,073,598

	2017
	1,168,628,781

	2018
	2,473,208,844

	2019
	2,508,556,549 



Interpretation:  Post tax profit decreased in 2016 & 2017 but increased in 2018 & 2019.
4.4.5 Return on assets
Return on assets = Pretax profit ÷ total assets 
	Year 
	Return on asset Ratio

	2015
	1.23%

	2016
	0.88%

	2017
	0.37%

	2018
	0.69%

	2019
	0.62%




                                Figure: 8
Interpretation:  Return on Assets (ROA) is an indicator of how well a company utilizes its assets, by determining how profitable a company is relative to its total assets. ROA has decreased in 2017. It has also decreased in 2019 which means company is not properly utilizing its assets.
4.4.6 Capital adequacy ratio
Capital adequacy ratio = (Tier 1 capital + Tier 2 capital) ÷ Risk based assets
	Year 
	Capital adequacy ratio(annual report pg 277 Financial highlights)

	2015
	12.47%

	2016
	11.61%

	2017
	-6.93%

	2018
	12.38%

	2019
	11.52%






                                    

                                            Figure: 9
Interpretation: 
The Capital Adequacy Ratio (CAR) or Total Capital Ratio calculates the capital position of a bank and is expressed as the ratio between its capital and its assets. It describes the banks ility to fulfill time obligations and other risks such as credit risk, operational risk, etc. CAR below the required statutory threshold means that to extend its activities, the bank is not sufficiently capitalized. (Sobhani) The ratio ensures that, without having sufficient resources the bank do not grow their business. Capital adequacy ratio indicates a bank’s ability to withstand losses. (HAYES, 2020) Year 2017 Capital adequacy ratio is negative, and 2019 capital adequacy ratio has decreased which means banks ability to withstand losses is decreasing.
4.5 Performance analysis
4.5.1 Liquidity analysis 
4.5.1.1 Cash Ratio 
Cash ratio = (Cash+ Cash equivalents) ÷ current liabilities
	Year 
	Cash Ratio ( Annual report 2019 pg 277)

	2015
	15%

	2016
	20%

	2017
	0%

	2018
	0%

	2019
	7.5%




                               Figure: 10
Interpretation:
Cash ratio is a measure of the liquidity of a company, especially the ratio of the total cash and cash equivalent of a company to its current liabilities. When determining how much money, if any, they would be willing to loan a company, this knowledge is useful to creditors. The liquidity ratio reflects the ability of a corporation to fulfill its short-term commitments using cash and cash equivalents only. (Kenton, Cash ratio, 2020) In 2017& 2018 ratio is 0% which means insufficient cash to pay off debts but it may not be an issue depending on other factors. But in 2019 cash ratio has increased which means banks ability to pay off short term debt has increased.
4.5.2 Operating efficiency analysis
4.5.2.1 Total operating income to total assets
Total operating income to total assets = Total operating income ÷ total assets
	Year 
	Total operating income ( in millions)
	Total assets (in millions)
	Ratio 

	2015
	11,604.39
	260,718,03
	0.04/4%

	2016
	12,852.45
	291,798.01 
	0.04/4%

	2017
	13,933.04
	339,288.05
	0.04/4%

	2018
	14,961.92
	381,575.67
	0.039/3.9%

	2019
	14390.72
	422,312.71
	0.034/3.4%




Interpretation: 2019 ratio is low other years are stable. Operating efficiency of the bank is decreasing, which can indicate management related issues.
4.6 Capital structure assessment 
4.6.1 Debt to equity ratio
Debt to equity ratio for the last 5 years
Debt capital ÷ equity capital = debt to equity ratio.
	Year 
	Debt equity ratio

	2015
	8.58

	2016
	10.00

	2017
	12.14

	2018
	12.57

	2019
	12.85




                             Figure: 11
Interpretation: 
D/E ratio is used to measure the financial leverage of a business. It is a measure of the degree to which a business finances its activities through debt versus wholly-owned funds. More precisely, it represents the willingness of shareholder equity in the event of a market downturn to cover all outstanding debts. D/E ratio is increasing over the last 5 years, Which can mean company is leaning more towards debt for its financing.
4.7 Total performance analysis
	Analysis
	Ratios 
	Comment

	Performance analysis
	Return on total assets
	Positive

	
	Return on equity
	Decreased in 2019.  Negative

	Liquidity analysis
	Cash ratio 
	Positive

	Operating efficiency analysis
	Total operating income to total assets
	Decreasing. Negative

	Capital structure statement 
	Debt to equity ratio 
	Negative
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Chapter 5: Summary and Conclusion

5.1 Major Findings of the Study
The major findings of the study are as follows:
1. Loan and deposit are increasing, but loan deposit ratio is decreasing which can mean bank’s ability to pay its customers is decreasing.
2. Efficiency ratio is increasing which can mean either the bank’s cost is increasing or revenue is decreasing.
3. Tier 1 	Capital ratio has increased which means bank’s vulnerability to sudden increase in bad loans has decreased.	
4. Return on equity has decreased which might mean bank’s asset is mismanaged or getting reinvested in unproductive assets.
5. Total assets, total equity & post tax profit has increased 
6. Return on asset has decreased which can bank is not properly utilizing its assets.
7. Capital adequacy ratio is decreasing which means bank’s ability to withstand losses is decreasing.
8. Cash ratio has increased which means bank’s ability to pay off short term debt has increased.
9. Debt equity ratio is increasing which means bank is leaning more towards debt for its financing.
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Some suggestions for Southeast Bank to improve their overall performance are: 
They can improve their operating efficiency which was also mentioned in annual report. Hiring new employees and training existing employees can improve operating efficiency.  Rewards for good performance can be applied more. 
Efficiency ratio is increasing bank can focus on decreasing cost and increasing revenue. Focusing more on customer service and trying to attract more customers through service and promotion can solve this problem.
Return in assets is decreasing bank should also find out how to improve asset utilization.
Number of banks are increasing they should increase activities for marketing and promoting.
In some of the activities technological advancement is necessary. Customer relations and communication with customers needs to be easier. 
Since debt to equity ratio is increasing over the years bank should try to be less dependent on debt for its financing.
Internet facility needs to be improved though currently the whole countries internet facility is dissatisfactory which could be the reason for poor internet facility and not the banks fault.

Concluding Remarks
Southeast Bank is one of the top leading banks in Bangladesh established in 1995. This report contains overall information about financial performance of Southeast Bank over the last 5 years. Since my report topic is financial statement analysis and interpretation I have tried to include all major financial information and overall performance. Their overall performance is satisfactory. Most of their ratios are on the positive side.	
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