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[bookmark: _Toc526170027]Abstract

Bank plays a significant role in our country. The profit & loss of banks can affect country’s economy. Past few years study has shown that in Bangladesh Islamic banks are the best in profitability. So This study investigated basically the determinants of profitability of 10 conventional banks of Bangladesh .Specifically this examine the effects of firm specific factors (Loan, Loan to asset rato,Operating efficiency , Asset management ,Gearing ratio, Cost to income ratio, Capital level of bank) & economic factors (GDP, Inflation) on profitability determined by ROA,ROE& NIM. The findings of this study contribute towards a better understanding of financing performance in banking industry of Bangladesh. Where ROA coefficient Result shows that LOANTA, Operating efficiency, CAPTA are negatively related with profitability. Whereas Loan, Asset management, Gearing ratio, Cost to income ratio, GDP & Inflation are positively related with profitability. ROE coefficient Result shows that LOANTA, Operating efficiency, CAPTA & GDP are negatively related with profitability. Whereas Loan, Asset management, gearing ratio, Cost to income ratio & Inflation are positively related with profitability.NIM coefficient Result shows that Operating efficiency, Gearing ratio & Inflation are positively related with profitability Whereas Loan, LOANTA, CAPTA, Asset management Cost to income ratio & GDP are negatively related with profitability.


[bookmark: _Toc526170028]Introduction

Banking institutions have a vital role to perform financial activities of economies. Banks not only contribute in an economy but also provide people to invest and save their money through secured and ensured mode of investment. They deal with financial instruments, payment mechanism, transfer and management of risk, assurance of transparency in financial markets and activity that assess the behavior of financial institutions. Particularly, Islamic banks have maintained its position well due to availability of potential target market. It is also necessary for banks to create awareness about its product and services to be more profitable. The banks are considered very essential for economy functions and also perform a very critical role as a financial intermediaries in the service providing economies. Furthermore, major crisis can be caused by insolvencies by the bank. The profitability of banking sector not only contribute in economies but also the instability of the financial system and enable economies to endure the external and negative financial shocks. Therefore, it is crucial to understand profitability determinants.
Born in 1971, Bangladesh witnessed a phenomenal growth in banking industry since the liberalization policy was introduced in 1980s. Before the liberalization policy, there were only four domestic banks (Sonali Bank, Pubali Bank, Rupali Bank, and Janata Bank) in Bangladesh and they were nationalized. There were only three foreign banks (Alam and Riyadha, 2003). However, there was no private bank. As a result, there was no competition in the banking industry of Bangladesh. The banking market was highly concentrated and dominated by four nationalized banks. The profitability of banks was highly unsatisfactory due to corruption. Since the liberalization policy was introduced, domestic private banks started growing and foreign banks were entering into Bangladesh. There are now 58 scheduled banks operating in Bangladesh including 32 conventional banks, 9 foreign banks and 8 Islamic banks, 6 state owned & 3 specialized banks. There are also 5 nonscheduled banks in Bangladesh.
In recent times, the banking system is more concerned about their profitability. But there are various external and internal factors that can affect bank’s profitability. This study considered a panel of total 10 conventional banks, period of 8 years (2010-2017) and the analysis of 3 dependent variable with 9 independent variable including 2 external factor.

[bookmark: _Toc526170029]Objective of the report

1) To learn about the tools & techniques of determining the profitability.
2) To identify the internal factors in bank in Bangladesh that affects the profitability.
3)  To determine the relationship between the profitability and internal factors of bank.
4) To determine the relationship between the profitability and external (macroeconomics) factors of bank.

[bookmark: _Toc526170030]Limitations of the report

1) Time duration of the study is not too big from 2010-2017 that could influence the
Results because data’s more than 8 years are not available in the website 
2) Various other factors which influence the bank performance like customer care, company image and market strategies are ignored here
3) Unviability of some data.
4) Lack of knowledge



[bookmark: _Toc525932926][bookmark: _Toc526170031]Literature Review
The survey of the literature of bank profitability determinants is classified into two areas such bank internal factors, bank external factors. Bank specific factors bank internal factors. The internal factors of bank play a great role in determining profitability of a bank. Banks’ internal factors include bank’s liquidity, loans to asset ratio, asset management, gearing ratio, operating efficiency, and cost to income ratio. They play a significant role in determining a bank profits. Abreu and Mendes (2002),Kosmidau et al (2005) and Flaming et al (2009) found that bank capital have positive impact on a bank profits. Aweil-capitalized bank is a risk averse and enhances public confidence, lower bankruptcy costs and lead to have appositive impact on profits. This finding is collaborated by and Voug and Hoi (2009). Molyneux and Thornton (1992) found that bank profitability measured in return on equity (ROE) was positively related to bank concentration, bank ownership, and some macroeconomic variables in 18 European countries during 1986-1989. On the other hand,Asthanasoglou et al (2006) found that bank capital was negatively related to profitability in South Eastern European regions whereas macroeconomic variables such as GDP and inflation had positive impact on profitability. Ben Naceur and Omran (2008) studied MENA countries commercial banks during 1989-2005. They found that bank specific characteristics such as credit risk and bank capital had positive and significant impact on bank profitability. However, they found no evidence of impact of macroeconomic variables on bank profitability. Hefferman and Fu(2008) found that macroeconomic variable such as inflation had positive impact on bank profitability.Samad (2008) examined two competing hypothesis—structure-conduct-performance (SCP) and efficiency hypothesis (EH)—in Bangladesh banking market and found validity for EH for bank profitability. Sufiyan and Habibullah (2009) examined the determinants of the profitability of the Chinese banking sector during the post-reform period of 2000–2005 and found that liquidity, credit risk, and capitalization had positive impacts on the state owned commercial banks’ (SOCBs) profitability, while the impact of cost was negative on profitability. Camilleri (2005) examined the banking industry of Malta and found that bank size was positively related to profitability. Islam (2010) examined the impact of bank sizes (measured in total assets, total loans and total deposits)on bank profit performances using OLS and found that bank sizes and bank profitability were positively related in Bangladesh .Employing 1999-2002 data, Samad (2008) tested structure-conduct performance hypothesis (SCPH) and efficiency hypothesis (EH) and found the validity of EH in determining the profitability of Bangladesh banking industry. Using the same 1999-2001 data, Samad (2009) examined the SCPH, EH and three internal variables of bank such as capital reserves to total assets, loans to deposits and bank assets. He found that EH and bank internal factors are important determinants.

[bookmark: _Toc526170032]Statement of the problem

Among the goals of financial management, one goal is owner’s profitability & wealth maximization and for this profitability is very important determinants of performance. The annual report of banks in Bangladesh during the period of 2010-2017 has shown a fluctuation in the profits. This fluctuations tells that some specific factors plays an important role in influencing the profitability of banks. 
Profitability is the basic aim of establishing business and banks are not exceptions. As profitability is an important factor for the smooth running of any business in todays competitive setting and it has a significant impact on the performance of the institutions, as the financial proficiency of banks can also influence the economic development. So to identify profit determinants provide an opportunity to know which variable’s influencing banks profit, management can concentrate their attention on it at the time decision making to adjust the factors. Besides, banks bankruptcies can link systematic crunch. Economic sector that has well established banking setup can also subsidize to the solidity of the financial system within boundaries of the countries. Over the preceding 30 years most of the researcher’s dedicated considerable time and money in the importance of the commercial variables and various studies have linked variables. All this points to the significance of variables that we are going to conduct study.
So to identifying the factors that makes an impact in profitability determinations becomes essential, and it will also help the investors to forecast the profitability of the banks.


[bookmark: _Toc526170033]Data & Methodology

This study contains the dataset of 10 conventional banks among 32 conventional banks in Bangladesh. The study of the report is of 8 years from the period of 2010-2017. 
[bookmark: _Toc526170034]Variables & Profitability measures
There are two types of variables, one is dependent and another one is independent, to measure the profitability of banks we need to analyze both type of variables. 
[bookmark: _Toc526170035]Dependent
Banks profitability can be measured by three dependent variable 
· ROA: Return on asset is measured by dividing profit after tax to total asset, it shows how banks measure their profit by using management’s ability to utilize banks real & financial investments. ROA indicates how effectively a bank manages its assets to generate income. It indicates income earned on each unit of assets. The problem of ROA is that it excludes off-balance sheet items of the bank creating a positive bias in evaluating bank performance.
· ROE: Return on equity is measured by dividing profit after tax to total equity, it shows how banks are efficient in management by utilizing shareholders’ investment. ROE measures the return to shareholders on a unit of their capital. The drawback of ROE is that banks with lower level of capital will generate a higher ratio. These banks have a high level of financial leverage which is undesirable and associated with high degree of risk. Moreover, ROE is not an optimal measure of profitability since degree of capitalization is often established by the regulatory authority.
· NIM: Net interest margin can be measured by dividing net interest income to earnings assets. It shows how banks utilize their funds in good investment to its expenses. If the interest expenses goes up in comparison to income that indicates that the firm didn’t made an optimal investment decision.
[bookmark: _Toc526170036]Independent
There are two types of independent variable which can be used to measure banks profitability.
Internal determinants
Internal determinants are those part of bank which varies from bank to bank, it mainly represent banks specific variables, such as
· Liquidity: Liquidity can be measured by dividing liquid asset to total asset. If the ratio is higher, it will indicate that banks are more liquid.
· Loans to asset ratio: The higher the ratio the higher the profitability. The ratio is calculated by dividing total asset to loans.
· Asset management ratio: Asset management ratio calculated by operating income divided by total asset. The higher the ratio, the higher the profitability.
· Gearing ratio: Gearing ratio calculated by debt to equity. The lower the ratio, the good condition of the bank.
· Operating efficiency: Lower operating efficiency ratio indicates the better management efficiency. It can be measured by dividing total operating expense to total asset.
· Capta: It is the capital level of bank, measured by dividing total equity to total asset.
· Cost to income ratio: This ration measures the management’s ability to control the operating cost. Measured by dividing total operating expense to total operating profit. The higher expense is associated with the lower profitability.

I hypothesize a negative relationship between bank’s cost-income ratio and profitability and vice versa. 
 External determinants
For this study external variables of macroeconomics variables has been used which can affect banks profitability.
· GDP: Gross domestic product indicates the economic activity. Loans & deposits can be affected because of GDP.
· Inflation: In two cases banks profitability is depends on inflation. One is anticipated and another one is unanticipated, Anticipated links positively and unanticipated is negatively associated.

[bookmark: _Toc526170037]Research Model
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[bookmark: _Toc525239608][bookmark: _Toc526169293]Figure 1: Regression Model
[bookmark: _Toc526170039]Research Hypothesis  
This research work aims to provide the following hypotheses answer
· Ho1: There is no relationship between Liquidity and profitability of banks in Bangladesh.
· H o2: There is no relationship between Loans to asset ratio and profitability of banks in Bangladesh.
· Ho3: There is no relationship between Asset management and profitability of banks in Bangladesh.
· Ho4: There is no relationship between Gearing ratio and profitability of banks in Bangladesh.
· H o5: There is no relationship between Operating efficiency and profitability of banks in Bangladesh.
· H o6: There is no relationship between Capta and profitability of banks in Bangladesh.
· H o7: There is no relationship between Cost to income ratio and profitability of banks in Bangladesh.
· Ho8: There is no relationship between GDP and profitability of banks in Bangladesh.
· Ho9: There is no relationship between inflation and profitability of banks in Bangladesh.


[bookmark: _Toc526170040]Data analysis & Results

	ROA
	
	
	
	
	
	

	SUMMARY OUTPUT
	
	
	
	
	
	

	
	
	
	
	
	
	

	Regression Statistics
	
	
	
	
	

	Multiple R
	0.847154094
	
	
	
	
	

	R Square
	0.717670058
	
	
	
	
	

	Adjusted R Square
	0.680844414
	
	
	
	
	

	Standard Error
	0.003390895
	
	
	
	
	

	Observations
	79
	
	
	
	
	

	
	
	
	
	
	
	

	ANOVA
	 
	 
	 
	 
	 
	

	 
	df
	SS
	MS
	F
	Significance F
	

	Regression
	9
	0.00201672
	0.000224
	19.48832
	9.46345E-16
	

	Residual
	69
	0.000793373
	1.15E-05
	
	 
	

	Total
	78
	0.002810093
	 
	 
	 
	

	
	
	
	
	
	
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%

	Intercept
	-0.032201195
	0.019249217
	-1.67286
	0.098884
	-0.070602333
	0.006199943

	Loan  0.138881267
	0.004275035
	0.003668075
	1.165471
	0.247842
	-0.003042574
	0.011592644

	Loanta 1.506115861
	-0.006846127
	0.003526464
	-1.94136
	0.0563
	-0.01388123
	0.000188977

	AM  0.081946436
	1.043914249
	0.218057468
	4.787335
	9.3E-06
	0.608901504
	1.478926994

	GR  6.367776379
	0.000117008
	0.000502889
	0.232671
	0.816706
	-0.000886228
	0.001120243

	OE  0.026232399
	-1.509518272
	0.42538337
	-3.54861
	0.000702
	-2.358134876
	-0.660901669

	CAPTA  0.104268665
	-0.019768336
	0.048587124
	-0.40686
	0.685367
	-0.116696996
	0.077160325

	CTI  0.320116409
	0.05829199
	0.024699888
	2.36001
	0.021108
	0.009017062
	0.107566918

	GDP                 5.57
	0.000849282
	0.000925145
	0.917999
	0.361817
	-0.000996331
	0.002694896

	Inflation                   9.4
	0.00035751
	0.000263054
	1.359073
	0.178549
	-0.000167269
	0.000882289


[bookmark: _Toc525239609][bookmark: _Toc526169294]Figure 2: ROA Regression table

	Variables
	Expected 
	Coefficients
	t stat
	p-value 

	Liquidity
	+
	0.004275035
	1.165471
	0.247842

	LOANTA
	+
	-0.006846127
	-1.94136
	0.0563

	AM
	+
	1.043914249
	4.787335
	9.3E-06

	GR
	+
	0.000117008
	0.232671
	0.816706

	OE
	+
	-1.509518272
	-3.54861
	0.000702

	CAPTA
	+
	-0.019768336
	-0.40686
	0.685367

	CTI
	-
	0.05829199
	2.36001
	0.021108

	GDP
	+
	0.000849282
	0.917999
	0.361817

	INF
	-
	0.00035751
	1.359073
	0.178549


[bookmark: _Toc526169295]Figure 3: ROA regression table with exp. sign
Regression statistics represents that multiple R value is 0.847254094 & the R square value is 0.7176700588 or approximately 72% which indicates that the X’s (independent variables) can explain 28% changes in Y(dependent variables).Here the estimated standard error is approximately 0.00339.
ANOVA: By using the analysis of variance test it has been found that the F test is equal to 19.4888832
Regression Table: Results shows that LOANTA, OE & CAPTA are negatively related with profitability.
Liquidity: Regression coefficient of loan at 0.004275035 indicates that when loan increases by 1% then ROA will increase by 04% .The Beta coefficient for this variable is positive and significant at 1% with a P-Value of .2478. Its t-test value is 1.16547, which is greater than the critical value and the null hypothesis Ho1 is rejected. So, there is a relationship between Liquidity and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got positive result.
LOANTA: Regression coefficient of loans to total asset at -0.006846127 .The Beta coefficient for this variable is negative and significant at 1% with a P-Value of .0563. Its t-test value is -1.94136, which is negative & less than the critical value and the null hypothesis Ho2 is accepted. There is no relationship between LOANTA and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result.
Asset Management:	Regression coefficient of AM at 1.0439142.The Beta coefficient for this variable is positive as expected and significant at 1% with a P-Value of 9.3. Its t-test value is 4.7873, which is less than the critical value and the null hypothesis Ho3 is accepted. There is no relationship between Asset Management and profitability of banks in Bangladesh.
Gearing Ratio: Regression coefficient of  GR is at 0.000117008 indicates that when GR increases by 1% then ROA will increase by 01% .The Beta coefficient for this variable is positive and significant at 1% with a P-Value of 0.816706. Its t-test value is .232671, which is less than the critical value and the null hypothesis Ho4 is accepted. There is no relationship between Gearing ratio and profitability of banks in Bangladesh.

Here we can see the positive coefficient result as expected.
Operating Efficiency: Regression coefficient of OE is at -1.509518272.The Beta coefficient for this variable is negative and significant at 1% with a P-Value of 0.000702. Its t-test value is-3.54861, which is negative and less than the critical value and the null hypothesis Ho5 is accepted. There is no relationship between Operating efficiency and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result.
Capital level of bank: Regression coefficient of CAPTA is at -0.019768336 indicates that when CAPTA increases by 1% then ROA will increase by 1.9% .The Beta coefficient for this variable is positive as expected and significant at 1% with a P-Value of .685367. Its t-test value is -.40686, which is negative and less than the critical value and the null hypothesis Ho6 is accepted. There is no relationship between capital level of bank and profitability of banks in Bangladesh.
Here we can see the negative coefficient result where the expected sign is positive. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result.
Cost to Income ratio: Regression coefficient of CTI is at 0.05825199 indicates that when CTI increases by 1% then ROA will increase by 5.8% .The Beta coefficient for this variable is positive and significant at 1% with a P-Value of .021108. Its t-test value is 2.36001, which is greater than the critical value and the null hypothesis Ho7 is rejected. There is a relationship between cost to income ratio and profitability of banks in Bangladesh.
Here we got positive coefficient result but the expected sign was negative, probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result.
Gross domestic product: Regression coefficient of GDP is at 0.000849.The Beta coefficient for this variable is positive as expected and significant at 1% with a P-Value of .361817. Its t-test value is .917999, which is greater than the critical value and the null hypothesis Ho8 is rejected. There is a relationship between GDP and profitability of banks in Bangladesh.
Inflation: Regression coefficient of INF is at .00035751 .The Beta coefficient for this variable is positive and significant at 1% with a P-Value of .178549. Its t-test value is 1.359073, which is greater than the critical value and the null hypothesis Ho9 is Rejected. There is a relationship between Inflation and profitability of banks in Bangladesh.
Here we got positive coefficient result but the expected sign was negative, probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result.
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SUMMARY OUTPUT 
	Regression Statistics
	
	
	
	
	
	
	

	Multiple R
	0.776548605
	
	
	
	
	
	
	

	R Square
	0.603027736
	
	
	
	
	
	
	

	Adjusted R Square
	0.551248745
	
	
	
	
	
	
	

	Standard Error
	0.053230242
	
	
	
	
	
	
	

	Observations
	79
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	ANOVA
	
	
	
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F
	
	
	

	Regression
	9
	0.296990869
	0.032999
	11.64619
	6.74789E-11
	
	
	

	Residual
	69
	0.195508648
	0.002833
	
	
	
	
	

	Total
	78
	0.492499517
	 
	 
	 
	
	
	

	
	
	
	
	
	
	
	
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%
	Upper 95.0%

	Intercept
	-0.084831196
	0.302174089
	-0.28074
	0.779753
	-0.68765201
	0.517989618
	-0.68765201
	0.517989618

	0.138881267
	0.021547806
	0.057581414
	0.374215
	0.709392
	-0.093323971
	0.136419584
	-0.093323971
	0.136419584

	1.506115861
	-0.093373074
	0.055358412
	-1.6867
	0.096178
	-0.203810083
	0.017063936
	-0.203810083
	0.017063936

	0.081946436
	9.823196386
	3.423064705
	2.869708
	0.005449
	2.994369148
	16.65202362
	2.994369148
	16.65202362

	6.367776379
	0.007285754
	0.007894345
	0.922908
	0.359271
	-0.008463032
	0.023034541
	-0.008463032
	0.023034541

	0.026232399
	-12.47431587
	6.677665367
	-1.86807
	0.066
	-25.79589378
	0.847262038
	-25.79589378
	0.847262038

	0.104268665
	-1.330258119
	0.762720359
	-1.7441
	0.085596
	-2.851843601
	0.191327364
	-2.851843601
	0.191327364

	0.320116409
	0.436582667
	0.387738676
	1.125971
	0.264079
	-0.336934827
	1.210100162
	-0.336934827
	1.210100162

	5.57
	-0.005923254
	0.014522917
	-0.40786
	0.684642
	-0.034895681
	0.023049172
	-0.034895681
	0.023049172

	9.4
	0.004094871
	0.004129427
	0.991632
	0.324842
	-0.00414311
	0.012332851
	-0.00414311
	0.012332851


[bookmark: _Toc525239610][bookmark: _Toc526169296]Figure 4: ROE Regression Table
	Variables
	Expected 
	Coefficients
	t stat
	p-value 

	Loan
	+
	0.021547806
	0.374215
	0.709392

	LOANTA
	+
	-0.093373074
	-1.6867
	0.096178

	AM
	+
	9.823196386
	2.869708
	0.005449

	GR
	+
	0.007285754
	0.922908
	0.359271

	OE
	+
	-12.47431587
	-1.86807
	0.066

	CAPTA
	+
	-1.330258119
	-1.7441
	0.085596

	CTI
	-
	0.436582667
	1.125971
	0.264079

	GDP
	+
	-0.005923254
	-0.40786
	0.684642

	INF
	-
	0.004094871
	0.991632
	0.324842


[bookmark: _Toc526169297]Figure 5: ROE regression table with exp. sign
Regression statistics represents that multiple R value is 0.776548605 & the R square value is 0.603027736 or approximately 60% which indicates that the X’s (independent variables) can explain 40% changes in Y(dependent variables).Here the estimated standard error is approximately 0.053230242.
ANOVA: By using the analysis of variance test it has been found that the F test is equal to 11.64619.
Regression Table: Results shows that LOANTA, OE, CAPTA & GDP are negatively related with profitability.
Liquidity: Regression coefficient of loan at 0.02157806 indicates that when loan increases by 1% then ROE will increase by 02% .The Beta coefficient for this variable is positive as expected and significant at 1% with a P-Value of .709392. Its t-test value is .374215, which is less than the critical value and the null hypothesis Ho1 is accepted. There is no relationship between Liquidity and profitability of banks in Bangladesh.
LOANTA: Regression coefficient of loans to total asset at -.093373074 .The Beta coefficient for this variable is negative and significant at 1% with a P-Value of .096178. Its t-test value is -1.6867, which is negative and less than the critical value and the null hypothesis Ho2 is accepted. There is no relationship between LOANTA and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
Asset Management:	Regression coefficient of AM at 9.823196386.The Beta coefficient for this variable is positive as expected and significant at 1% with a P-Value of .005449. Its t-test value is 2.869708, which is greater than the critical value and the null hypothesis Ho3 is rejected. There is a relationship between Asset Management and profitability of banks in Bangladesh.
Gearing Ratio: Regression coefficient of GR is at 0.0007285754 indicates .The Beta coefficient for this variable is positive as expected and significant at 1% with a P-Value of 0.359271. Its t-test value is .922908, which is greater than the critical value and the null hypothesis Ho4 is rejected. There is a relationship between Gearing ratio and profitability of banks in Bangladesh.
Operating Efficiency: Regression coefficient of OE is at -12.47431587.The Beta coefficient for this variable is positive and significant at 1% with a P-Value of 0.066. Its t-test value is -1.86807, which is negative and less than the critical value and the null hypothesis Ho5 is accepted. There is no relationship between Operating efficiency and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
Capital level of bank: Regression coefficient of CAPTA is at -1.330258119 indicates that when CAPTA increases by 1% then ROE will decrease by 1.3% .The Beta coefficient for this variable is negative and significant at 1% with a P-Value of .085596. Its t-test value is -1.7441, which is negative and less than the critical value and the null hypothesis Ho6 is accepted. There is no relationship between Capital level of bank and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
Cost to Income ratio: Regression coefficient of CTI is 0.436582667 indicates that when CTI increases by 1% then ROE will increase by 43.65% .The Beta coefficient for this variable is positive and significant at 1% with a P-Value of .264079. Its t-test value is 1.125971, which is greater than the critical value and the null hypothesis Ho7 is accepted. There is no relationship between Cost to income ratio and profitability of banks in Bangladesh.
Here we got positive coefficient result but the expected sign was negative, probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
Gross domestic product: Regression coefficient of GDP is at -0.005923254.The Beta coefficient for this variable is negative and significant at 1% with a P-Value of 0.684642. Its t-test value is. -0.40786, which is negative & less than the critical value and the null hypothesis Ho8 is accepted. There is no relationship between GDP and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
Inflation: Regression coefficient of INF is at. 0.004094871 .The Beta coefficient for this variable is positive and significant at 1% with a P-Value of. 0.324842. Its t-test value is 0.991632, which is greater than the critical value and the null hypothesis Ho9 is accepted. There is no relationship between Inflation and profitability of banks in Bangladesh.
Here we got positive coefficient result but the expected sign was negative, probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result.
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	Regression Statistics
	
	
	
	
	
	
	

	Multiple R
	0.393130863
	
	
	
	
	
	
	

	R Square
	0.154551875
	
	
	
	
	
	
	

	Adjusted R Square
	0.044276033
	
	
	
	
	
	
	

	Standard Error
	0.06215008
	
	
	
	
	
	
	

	Observations
	79
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	ANOVA
	
	
	
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F
	
	
	

	Regression
	9
	0.048721404
	0.005413
	1.401503
	0.20464273
	
	
	

	Residual
	69
	0.266521643
	0.003863
	
	
	
	
	

	Total
	78
	0.315243047
	 
	 
	 
	
	
	

	
	
	
	
	
	
	
	
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%
	Upper 95.0%

	Intercept
	0.438026054
	0.352809666
	1.241536
	0.218612
	-0.265809973
	1.14186208
	-0.265809973
	1.14186208

	Loan 0.138881267
	-0.019195044
	0.067230382
	-0.28551
	0.776108
	-0.153315986
	0.114925898
	-0.153315986
	0.114925898

	Loanta  1.506115861
	-0.099243776
	0.064634869
	-1.53545
	0.129246
	-0.228186812
	0.02969926
	-0.228186812
	0.02969926

	AM  0.081946436
	-2.17110445
	3.996670662
	-0.54323
	0.588723
	-10.14424426
	5.802035364
	-10.14424426
	5.802035364

	GR  6.367776379
	0.003373875
	0.009217207
	0.366041
	0.715454
	-0.015013949
	0.0217617
	-0.015013949
	0.0217617

	OE  0.026232399
	5.710959604
	7.796647615
	0.732489
	0.466351
	-9.842926809
	21.26484602
	-9.842926809
	21.26484602

	CAPTA  0.104268665
	-0.212105365
	0.890530079
	-0.23818
	0.812448
	-1.988664263
	1.564453532
	-1.988664263
	1.564453532

	CTI      0.320116409
	-0.155960062
	0.452712387
	-0.3445
	0.731517
	-1.059096562
	0.747176437
	-1.059096562
	0.747176437

	GDP                 5.57
	-0.035082463
	0.016956535
	-2.06896
	0.042298
	-0.068909825
	-0.001255102
	-0.068909825
	-0.001255102

	Inflation              9.4
	0.001162935
	0.004821398
	0.241203
	0.810113
	-0.008455491
	0.010781362
	-0.008455491
	0.010781362


[bookmark: _Toc525239611][bookmark: _Toc526169298]Figure 6: NIM Regression Table
	Variables
	Expected 
	Coefficients
	t stat
	p-value 

	Liquidity
	+
	-0.019195044
	-0.28551
	0.776108

	LOANTA
	+
	-0.09924377
	-1.53545
	0.129246

	AM
	+
	-2.17110445
	-0.54323
	0.588723

	GR
	+
	0.003373875
	0.366041
	0.715454

	OE
	+
	5.710959604
	0.732489
	0.466351

	CAPTA
	+
	-0.21210536
	-0.23818
	0.812448

	CTI
	-
	-0.15596006
	-0.3445
	0.731517

	GDP
	+
	-0.03508246
	-2.06896
	0.042298

	INF
	-
	0.001162935
	0.241203
	0.810113


[bookmark: _Toc526169299]Figure 7: NIM regression table with exp. sign
Regression statistics represents that multiple R value is 0.393130863 & the R square value is 0.154551875 or approximately 15% which indicates that the X’s (independent variables) can explain 75% changes in Y(dependent variables).Here the estimated standard error is approximately 0.06215008.
ANOVA: By using the analysis of variance test it has been found that the F test is equal to 1.401503
Regression Table: Results shows that Loan, LOANTA, CAPTA, CTI & GDP are negatively related with profitability.
Liquidity: Regression coefficient of liquidity at -0.019195044.The Beta coefficient for this variable is negative and significant at 1% with a P-Value of 0.776108. Its t-test value is -0.28551, which is negative & less than the critical value and the null hypothesis Ho1 is accepted. There is no relationship between Liquidity and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
LOANTA: Regression coefficient of loans to total asset at -0.099243776 .The Beta coefficient for this variable is negative and significant at 1% with a P-Value of. 0.588723. Its t-test value is -1.53545, which is less negative than the critical value and the null hypothesis Ho2 is accepted. There is no relationship between LOANTA and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
Asset Management:	Regression coefficient of AM at -2.17110445.The Beta coefficient for this variable is negative and significant at 1% with a P-Value of 9.3. Its t-test value is -0.54323, which is negative & less than the critical value and the null hypothesis Ho3 is accepted. There is no relationship between Asset management and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
Gearing Ratio: Regression coefficient of GR is at 0.003373875 indicates that when GR increases by 1% then ROA will increase by 01% .The Beta coefficient for this variable is positive as expected and significant at 1% with a P-Value of 0.715454. Its t-test value is. 0.366041, which is less than the critical value and the null hypothesis Ho4 is accepted. There is no relationship between Gearing ratio and profitability of banks in Bangladesh.
Operating Efficiency: Regression coefficient of OE is at 5.710959604.The Beta coefficient for this variable is positive as expected and significant at 1% with a P-Value of 0.466351. Its t-test value is-0.732489, which is negative and less than the critical value and the null hypothesis Ho5 is accepted. There is no relationship between Operating efficiency and profitability of banks in Bangladesh.
Capital level of bank: Regression coefficient of CAPTA is at -0.212105365 .The Beta coefficient for this variable is negative and significant at 1% with a P-Value of. 0.812448. Its t-test value is -0.23818, which is negative and less than the critical value and the null hypothesis Ho6 is accepted. There is no relationship between capital level of bank and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result
Cost to Income ratio: Regression coefficient of CTI is at -0.155960062 indicates that when CTI increases by 1% then NIM will decrease by 16% .The Beta coefficient for this variable is negative as expected and significant at 1% with a P-Value of 0.731517. Its t-test value is -0.3445, which is negative & less than the critical value and the null hypothesis Ho7 is accepted. There is no relationship between Cost to income ratio and profitability of banks in Bangladesh.
The cost to income ratio is negative as expected sign.
Gross domestic product: Regression coefficient of GDP is at -0.035082463.The Beta coefficient for this variable is negative and significant at 1% with a P-Value of. 0.042298. Its t-test value is. -2.06896, which is negative & less than the critical value and the null hypothesis Ho8 is accepted. There is no relationship between GDP and profitability of banks in Bangladesh.
The expected coefficient sign was positive and here we got negative result. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result

Inflation: Regression coefficient of INF is at 0.001162935 .The Beta coefficient for this variable is positive and significant at 1% with a P-Value of 0.810113. Its t-test value is 0.241203, which is less than the critical value and the null hypothesis Ho9 is accepted. There is no relationship between Inflation and profitability of banks in Bangladesh.
Here we got positive coefficient result but the expected sign was negative, probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result.


1 [bookmark: _Toc525932936][bookmark: _Toc526170041]Findings & Conclusion

The objective of the study is to examine the profitability determinants of banks in Bangladesh the study used secondary data for the period of 2010-2017 and the sample is 10 conventional bank of Bangladesh. The variables tested here are loan, LOANTA, Asset management, Operating efficiency, gearing ratio, Cost to income ratio, Capital level of bank, GDP, Inflation. Multiple regression analysis were performed to describe the profitability among banking Bangladesh.
 The findings of this study contribute towards a better understanding of financing performance in banking industry of Bangladesh. ROA,ROE,NIM and 9 variables  ratio were developed to test which factor best explains profitability of banks in Bangladesh.
ROA coefficient  Result shows that LOANTA, Operating efficiency, CAPTA  are negatively related with profitability., whereas Liquidity, Asset management, Gearing ratio, Cost to income ratio , GDP & Inflation are positively related with profitability.
ROE coefficient Result shows that LOANTA, Operating efficiency, CAPTA & GDP are negatively related with profitability. Whereas Liquidity, Asset management, gearing ratio, Cost to income ratio & Inflation are positively related with profitability.
NIM coefficient Result shows that Operating efficiency, Gearing ratio & Inflation are positively related with profitability Whereas Liquidity, LOANTA, CAPTA, Asset management Cost to income ratio & GDP are negatively related with profitability.
Some coefficient result doesn’t match with the expected coefficient sign. Probably because of the small sample size we didn’t get the expected result. If we do the analysis with more data may be we will be able to get the expected result.
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