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[bookmark: _Toc18329991]Executive summary

IDLC Finance Limited which is the pioneer financial institution in Bangladeshis one of renowned non-banking financial institution in Bangladesh. It started its operation at 1985. IDLC was licensed as a financial institution by the country’s central bank Bangladesh Bank, following the enactment of the financial Act 1993. IDLC Finance has different kinds of products and services. IDLC Finance Limited is a mother company. It has three separated subsidiaries. A company can’t run without its operation. Like other non-financing company IDLC Finance Limited main operation is loan which is their asset and deposit which is their liability. They take deposit from customer and companies for giving securities of their money and give loan for fulfilling the customer’s and company’s need and prosperity.
Performance evaluation based on ratio analysis approach are one of the crucial parts for the success of any organization. In this report, we have tried to analyze the last five years performance of IDLC Finance Limited based on five dimensions of ratio analysis.
At the very beginning of the report, we have tried to evaluate the liquidity dimension with the help of four particular ratios that show us that the liquidity position of IDLC is going down for the last five years. Firm is facing more risk in terms of liquidity. Then we evaluate the profitability dimension with the help of 10 different ratios which indicate fluctuate profitability conditions of IDLC. IDLC is not able to continue their good condition and again, they are not let the profitability conditions down. After that, we have tried to show the performance based on the solvency dimension under 6 ratios which indicate that IDLC is relying more and more deposits for the last five years which is increasing their debt portion over the equity. Fourth dimension was efficiency dimension that shows us how efficiently IDLC was using their assets to generate more revenue with the help of 5 different ratios. It also gives us fluctuate result in terms of efficiency. At the very end, we evaluate the performance based on market value dimension under 6 ratios. Though they are relying less on equity for the last five years, still they had high demand of their shares which increases the price of shares and they also provided sufficient return to their shareholders. The company’s operation section plays a vital role to improve its financial performance. The growth of the company is very good as because day by day the earning per share of the company increasing. In 2014 it was 3.56 but in 2016 it was 4.62 which indicate the performance as well as demand of the company increased. Thus happened because the return of the asset of this company was increased, non-performing loan was less. Beside total asset growth, financial expense coverage ratio also increased.
IDLC Finance Limited is performing its activities in such a way, that why number of client of it is increasing day by day. It is a very good sign for a capital market. Its good performance is not only beneficiating the company but also providing good return to the country economy through its CSR activities and through maintain the government rule properly.
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1.1 [bookmark: _Toc18329995]Origin of the Report 
My internship report has been primed as a requisite of the BBA internship program of United International University under the supervision and guidance of Assistant Professor Mr. Muhammad Enamul Haque sir of department of Finance, United International University.
For taking any decision in order to achieve the future growth, any organization needs to evaluate their past performance based on different ratio analysis, because the result of the ratio analysis helps the firm to take the decision. In this report, we are going to do the same thing with the IDLC Finance Limited. Based on the information from 2014 to 2018, I will try to measure their performance and how they will effect in the year of 2018. I have gathered the data from the annual report of IDLC Finance Limited and with those data, I have tried to add my knowledge gathered from the academic course.

[bookmark: _Toc18329996]1.2 Objectives of the report
The main objective of this report is financial performance of IDLC and developed aggregate ROE model of IDLC.
[bookmark: _Toc18329997]1.3Scope of study 
The main focus of the study is based on finding the performance evaluation of IDLC for the last 5 years based on different ratio analysis on IDLC. For doing the ratio analysis, we have used 5 dimension such as liquidity dimension where 4 ratio have been used, profitability dimension where 10 ratios have been used, solvency dimension where 6 ratios have been used, efficiency dimension where 5 ratios have been used and, Market value dimension where 5 ratios have been used. Though there are huge ratios under these 5 dimensions, but for the simplicity of calculation purpose, we have chosen the important ones. 

[bookmark: _Toc18329998]1.4Methodology of study  
Here while doing the report I collect data from different sources some are primary that I collect from direct IDLC finance and some I collect from different secondary sources. Combining and analyzing all of that information I just come up with his report.
Primary Data
The primary information has been collected from the institutional executives, assigned supervisor through questionnaires.
Secondary Data
Secondary data which are already collected by others, mainly taken in the form of annual report of IDLC and collected from their website. We have also used two different textbooks, one is related with our Management of Financial Institutions course and other one is related with the Principle of Finance course. 

[bookmark: _Toc18329999]1.5 Limitations of the Study
To make a report different viewpoints and encounters are required. To prepare this report I face some problems.
· Some of the more ratios could have been used under the five dimensions, but for the simplicity of the report making, we have chosen the major ones.

· Specific maturity for all the specific assets and liabilities have not been given in the annual report. Only the overall maturity was given for some specific period.

· Three months are not enough to know about the all kinds of operations as wee as all financial conditions.

· Time is another big limitation of this report.

· For the calculation purpose, we have assumed some fact and data which are clearly mentioned in our report.

· Collecting data from authorized person has become a problem as because his busy work schedule.

· Large-scale analysis was not possible due to time constraints.
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[bookmark: _Toc18330002]2.1TCompanyTOverview 

IDLC stands for Industrial Development Leasing Company. At the very first the name of the company was industrial development leasing company Bangladesh LTD, but now the name is IDLC finance ltd only. IDLC Finance Limited started their licensed as a financial institution by the country’s central bank, Bangladesh Bank, following the enactment of financial institution Act 1993, over the last two decades, IDLC has grown in tandem with the country’s transition into a developing country and has emerged as Bangladesh’s leading multi-product financial institution. Along with the company’s progress, 50% of the initial foreign partnerships were gradually withdrawn. Finally, in 2009 the rest of foreign shareholding was bought out by the local shareholders.
 A company can’t run without its operation. Like other non-financing company IDLC Finance Limited main operation is loan which is their asset and deposit which is their liability. They take deposit from customer and companies for giving securities of their money and give loan for fulfilling the customer’s and company’s need and prosperity.

[bookmark: _Toc18330003]2.2 Subsidiaries 

IDLC Finance Limited has three separated subsidiaries and they are IDLC Investments Limited, IDLC securities Limited and IDLC Asset Management Limited.
IDLC Finance commenced its merchant banking operations in1999 through participating in underwriting of IPOs. The company managed its first IPO as issue manger in 2003.
IDLC Securities Limited one of the top brokerages of Bangladesh, commenced operations in 2006. The company provides brokerage services to more than 13900 retail, institutional and foreign investors through sophisticated and reliable trading platforms of both the Dhaka and Ctg stock exchanges.
IDLC Asset Management Limited is one of the other fully owned subsidiaries. They are given mainly home loan, car loan and personal loan.

[bookmark: _Toc18330014]2.3 Corporate Division / Department

The Organization includes divisions which mainly deal with the products and services and departments which support in the operating activities. IDLC Finance Limited has some divisions that are corporate, SME, Merchant Banking, Personal Investment, Factoring, operation etc.
The departments include are Credit Risk Management (CRM), Treasury, Accounts and Taxation, Administration and PR etc. Their all department are individual and they work their duties efficiently. All departments given their best efforts to betterment of IDLC Finance Limited. Average efforts are stand with economy.


2.4 Contribution to the National Economy
IDLC Aspires to be one of the major contributors in the economy of Bangladesh both in monetary and non-monetary terms. IDLC was established in 1985 as the first leasing company in the country and with its pioneering role has established and popularized lease finance as an alternative and secured source of long term finance. The NBFI sector continues to be the second largest financial sector in the country with an asset size of around taka 438 billion as on September   30, 2015. IDLC is the largest employer, financial service provider and tax payer among the non-banking financial institutions in the country.

2.5 Competitor Market
IDLC is well known Non-banking Financial Institution and doing very good in NBFI Industry. IDLC achieve higher revenue where there is a strong competitors exists in the NBFI industry. The competitors of IDLC are LankaBangla Finance Limited, Premier Leasing and Finance Limited, Peoples Leasing and Financial services limited.

2.6 Corporate Social Responsibility

Corporate social responsibility (CSR) refers to business practices involving initiatives that benefit society. CSR activities of IDLC:
· IDLC supports SEID Trust for the development of underprivileged and disabled children on October 13, 2011.
· IDLC starts environmental awareness campaign in schools on September 16, 2012.
· IDLC arranges blood donation program on 10 February 2013.
· IDLC sponsors sporting gears to the Bangladesh Cricket Association for the Physically-challenged on May 5, 2014.
· IDLC stands by the storm affected victims of bogura on May 20, 2015.
· IDLC and Green Savers collaborate for a Greener on November 25, 2017.
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[bookmark: _Toc18330022]3.1 Horizontal Analysis (IDLC) 
[bookmark: _Toc18330023]3.1.1. Horizontal Analysis of Balance Sheet (IDLC)
	Particulars
	2018 
	2017
	2016 
	2015 
	2014 

	Cash 
	147.23% 
	131.12% 
	119.80% 
	98.09% 
	100% 

	In hand  
	127.91% 
	124.92% 
	121.59% 
	114.98% 
	100% 

	Balance with Bangladesh Bank and its agent  
	147.24% 
	131.12% 
	119.80% 
	98.10% 
	100% 

	Balance with other banks and financial institutions 
	191.69% 
	145.92% 
	176.38% 
	102.03% 
	100% 

	Inside Bangladesh  
	191.69% 
	145.92% 
	176.38% 
	102.03% 
	100% 

	Outside Bangladesh  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Money at call and short notice  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Investments 
	1007.27% 
	552.83% 
	431.31% 
	335.14% 
	100% 

	Government 
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Others 
	1007.27% 
	552.83% 
	393.17% 
	297.00% 
	100% 

	Loans and advances  
	174.64% 
	151.97% 
	134.86% 
	114.97% 
	100% 

	Loans, cash credit, overdraft etc. 
	174.64% 
	151.97% 
	134.86% 
	114.97% 
	100% 

	Bills purchased and discounted  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Fixed assets including land, building, furniture  
	167.49% 
	165.34% 
	135.73% 
	97.84% 
	100% 

	Other assets  
	194.47% 
	164.09% 
	190.67% 
	190.28% 
	100% 

	Non-banking assets  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Total Assets  
	189.74% 
	157.27% 
	145.62% 
	116.85%
	100% 



Cash has grown over the duration of 2014 to 2018 except 2015 due to the growth in Cash deposits and other accounts. The causes which provoked this rise in the deposits were due to increase in the balance with other banks, increase in investments with increasing trend, increase in loans and advances with increasing trend and increase in fixed assets from 2014 to 2018.
The total overall assets of IDLC grown which indicated a positive sign.  



	Particulars
	2018 
	2017
	2016 
	2015 
	2014 

	Liabilities 
	 
	 
	 
	 
	 

	Borrowings from other banks,  financial institutions   
	129.14% 
	142.33% 
	119.91% 
	104.19% 
	100% 

	Deposits and other accounts  
	205.69% 
	163.39% 
	157.76% 
	121.23% 
	100% 

	Current accounts and other accounts etc. 
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Bills payable  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Savings bank deposits  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Term deposits  
	205.94% 
	163.35% 
	158.41% 
	121.25% 
	100% 

	Bearer certificate of deposits  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Other deposits  
	199.26% 
	164.60% 
	141.15% 
	120.58% 
	100% 

	Other liabilities  
	158.59% 
	140.21% 
	122.92% 
	109.16% 
	100% 

	Total Liabilities  
	184.37% 
	156.15% 
	145.67% 
	116.27% 
	100% 

	Capital / Shareholders’ equity  
	 
	 
	 
	 
	 

	Paid-up capital  
	234.37% 
	156.25% 
	156.25% 
	125.00% 
	100% 

	Share premium  
	33616.00% 
	100% 
	100% 
	100% 
	100% 

	Statutory reserves  
	209.16% 
	177.62% 
	147.79% 
	123.00% 
	100% 

	General reserves  
	123.27% 
	123.27% 
	123.27% 
	123.27% 
	100% 

	Dividend equalization reserves  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	100% 

	Retained earnings  
	234.03% 
	190.12% 
	144.99% 
	118.18% 
	100% 

	Total equity attributable to equity holders of  com. 
	234.91% 
	166.66% 
	145.19% 
	121.73% 
	100% 

	Non-controlling interest  
	161.87% 
	128.64% 
	116.77% 
	105.39% 
	100% 

	Total liabilities and Shareholders’ equity  
	189.74% 
	157.27% 
	145.62% 
	116.85% 
	100% 


[bookmark: _Toc18330024]



3.1.2. Horizontal Analysis of Profit and Loss Account (IDLC) 
	Particulars 
	2018 
	2017 
	2016 
	2015 
	2014 

	Interest income 
	143.09% 
	134.51% 
	132.77% 
	119.58% 
	100.00% 

	Interest on deposits and borrowings etc. 
	118.38% 
	111.78% 
	116.81% 
	109.80% 
	100.00% 

	Net interest income 
	192.32% 
	179.79% 
	164.55% 
	139.07% 
	100.00% 

	Investment income 
	2024.0% 
	890.0% 
	695.7% 
	91.56% 
	100.0% 

	Commission, exchange and brokerage 
	260.61% 
	152.31% 
	123.19% 
	123.92% 
	100.0% 

	Other operating income 
	131.36% 
	150.10% 
	129.27% 
	106.00% 
	100.0% 

	Total operating income 
	227.43% 
	187.00% 
	166.14% 
	132.46% 
	100.0% 

	Salaries and allowances 
	223.25% 
	179.90% 
	155.00% 
	129.23% 
	100.0% 

	Rent, taxes, insurance, electricity etc. 
	207.92% 
	203.85% 
	128.16% 
	114.95% 
	100.0% 

	Legal expenses 
	317.07% 
	229.10% 
	197.46% 
	105.86% 
	100.0% 

	Postage, stamp, telecommunication etc. 
	116.96% 
	105.22% 
	108.51% 
	105.73% 
	100.0% 

	Stationery, printing, advertisements etc. 
	166.91% 
	122.80% 
	102.50% 
	137.53% 
	100.0% 

	Managing Director’s salary and benefits 
	80.06% 
	68.04% 
	87.99% 
	100% 
	100.0% 

	Directors’ fees 
	233.73% 
	191.61% 
	144.26% 
	115.94% 
	100.0% 

	Auditors’ fees 
	205.15% 
	148.71% 
	103.45% 
	103.45% 
	100.0% 

	Charges on loan losses 
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Depreciation and repair of  Company’s assets 
	120.85% 
	125.13% 
	111.59% 
	102.85% 
	100.0% 

	Other expenses 
	158.44% 
	128.48% 
	109.77% 
	98.39% 
	100.0% 

	Total operating expenses 
	187.85% 
	157.56% 
	132.52% 
	117.71% 
	100.0% 

	Profit before provision 
	259.85% 
	211.1% 
	193.68% 
	144.53% 
	100.0% 

	Provision for loans and investments 
	 
	 
	 
	 
	 

	General provision 
	-498.6% 
	-392.2% 
	-396.2% 
	-362.8% 
	100.0% 

	Specific provision 
	86.31% 
	85.00% 
	139.98% 
	-28.0% 
	100.0% 

	provision for diminution in value of investments 
	0% 
	-748.6% 
	-168.0% 
	221.0% 
	100.0% 

	Other provisions 
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Total provision 
	120.73% 
	81.22% 
	161.59% 
	4.09% 
	100.0% 

	Total profit  before taxation 
	280.10% 
	230.0% 
	198.35% 
	165.00% 
	100.0% 

	Provision for taxation 
	218.79% 
	193.48% 
	178.32% 
	143.51% 
	100.0% 

	Current tax expense 
	227.33% 
	199.32% 
	183.92% 
	150.63% 
	100.0% 



Any other way, the interest income also grown during 2014 to 2018.Total operating income grown which is composed of the investment incomes, commission income and other operating incomes. 

Any other way, the total operating expenses grown which included the Interest expenses, provisions against non-performing loans, bad debts that were written off directly and administrative expenses also grown simultaneously. But the rise in income was more than that of the increase in expenses. 
[bookmark: _Toc18330025]Total profit before taxations and net profit after taxations also grown significantly from 2014 to 2018. 























3.2 Vertical Analysis (IDLC) 
[bookmark: _Toc18330026]3.2.1 Vertical Analysis of Balance Sheet (IDLC) 
	Particulars
	2018 
	2017
	2016 
	2015 
	2014 

	Cash 
	1.15% 
	1.23% 
	1.21% 
	1.24% 
	1.48% 

	In hand  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Balance with Bangladesh Bank and its agent  
	1.15% 
	1.23% 
	1.21% 
	1.24% 
	1.48% 

	Balance with other banks and financial institutions 
	14.25% 
	13.08% 
	17.08% 
	12.31% 
	14.10% 

	Inside Bangladesh  
	14.25% 
	13.08% 
	17.08% 
	12.31% 
	14.10% 

	Outside Bangladesh  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Money at call and short notice  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Investments 
	8.28% 
	5.48% 
	4.62% 
	4.47% 
	1.56% 

	Government 
	0.00% 
	0.00% 
	0.41% 
	0.51% 
	0.00% 

	Others 
	8.28% 
	5.48% 
	4.21% 
	3.96% 
	1.56% 

	Loans and advances  
	74.72% 
	78.45% 
	75.19% 
	79.88% 
	81.19% 

	Loans, cash credit, overdraft etc. 
	74.72% 
	78.45% 
	75.19% 
	79.88% 
	81.19% 

	Bills purchased and discounted  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Fixed assets including land, building, furniture  
	0.69% 
	0.82% 
	0.73% 
	0.65% 
	0.78% 

	Other assets  
	0.91% 
	0.93% 
	1.17% 
	1.45% 
	0.89% 

	Non-banking assets  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Total Assets  
	100.00% 
	100.00% 
	100.00% 
	100.00% 
	100.00% 



The percentage changes in the investments grown from 2014 to 2018 and the percentage changes in the loans and advances decreased from 2014 to 2018. 







	Particulars
	2018 
	2017
	2016 
	2015 
	2014 

	Liabilities 
	
	
	
	
	

	Borrowings from other banks,  financial institutions   
	11.91% 
	15.84% 
	14.42% 
	15.61% 
	17.51% 

	Deposits and other accounts  
	64.89% 
	62.19% 
	64.85% 
	62.10% 
	59.86% 

	Current accounts and other accounts etc. 
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Bills payable  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Savings bank deposits  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Term deposits  
	62.55% 
	59.86% 
	62.69% 
	59.80% 
	57.63% 

	Bearer certificate of deposits  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Other deposits  
	2.34% 
	2.33% 
	2.16% 
	2.30% 
	2.23% 

	Other liabilities  
	10.03% 
	10.70% 
	10.13% 
	11.21% 
	12.00% 

	Total Liabilities  
	86.83% 
	88.73% 
	89.40% 
	88.92% 
	89.37% 

	Capital / Shareholders’ equity  
	  
	  
	  
	  
	  

	Paid-up capital  
	3.94% 
	3.17% 
	3.42% 
	3.41% 
	3.19% 

	Share premium  
	1.32% 
	0.00% 
	0.01% 
	0.01% 
	0.01% 

	Statutory reserves  
	2.19% 
	2.25% 
	2.02% 
	2.09% 
	1.99% 

	General reserves  
	1.05% 
	1.26% 
	1.36% 
	1.70% 
	1.61% 

	Dividend equalization reserves  
	0.05% 
	0.06% 
	0.06% 
	0.08% 
	0.09% 

	Retained earnings  
	4.62% 
	4.53% 
	3.73% 
	3.79% 
	3.75% 

	Total equity attributable to equity holders of  com. 
	13.17% 
	11.27% 
	10.60% 
	11.08% 
	10.63% 

	Non-controlling interest  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Total liabilities and Shareholders’ equity  
	100.00% 
	100.00% 
	100.00% 
	100.00% 
	100.00% 


 
The borrowing from other financial institutions decreased from 17.51% to 11.92%, which was beneficial for the activities of the company.

[bookmark: _Toc18330027]3.2.2 Vertical Analysis of Profit and Loss Account
	Particulars 
	2018 
	2017 
	2016 
	2015 
	2014 

	Interest income  
	100.00% 
	100.00% 
	100.00% 
	100.00% 
	100.00% 

	Interest on deposits and borrowings etc.  
	-55.08% 
	-55.33% 
	-58.58% 
	-61.13% 
	-66.58% 

	Net interest income  
	44.92% 
	44.67% 
	41.42% 
	38.87% 
	33.42% 

	Investment income  
	12.17% 
	5.69% 
	4.51% 
	0.65% 
	0.86% 

	Commission, exchange and brokerage  
	8.49% 
	5.28% 
	4.33% 
	4.83% 
	4.66% 

	Other operating income  
	5.04% 
	6.12% 
	5.34% 
	4.86% 
	5.49% 

	Total operating income  
	70.62% 
	61.77% 
	55.60% 
	49.22% 
	44.43% 

	Salaries and allowances  
	14.56% 
	12.48% 
	10.90% 
	10.09% 
	9.33% 

	Rent, taxes, insurance, electricity etc.  
	2.48% 
	2.58% 
	1.64% 
	1.64% 
	1.70% 

	Legal expenses  
	0.29% 
	0.22% 
	0.20% 
	0.12% 
	0.13% 

	Postage, stamp, telecommunication etc.  
	0.42% 
	0.41% 
	0.42% 
	0.46% 
	0.52% 

	Stationery, printing, advertisements etc.  
	1.57% 
	1.23% 
	1.04% 
	1.55% 
	1.35% 

	Managing Director’s salary and benefits 
	0.12% 
	0.11% 
	0.14% 
	0.18% 
	0.21% 

	Directors’ fees  
	0.03% 
	0.02% 
	0.02% 
	0.02% 
	0.02% 

	Auditors’ fees  
	0.02% 
	0.01% 
	0.01% 
	0.01% 
	0.01% 

	Charges on loan losses 
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Depreciation and repair of  Company’s assets  
	2.17% 
	2.39% 
	2.16% 
	2.21% 
	2.57% 

	Other expenses  
	4.61% 
	3.98% 
	3.44% 
	3.43% 
	4.17% 

	Total operating expenses 
	26.27% 
	23.43% 
	19.97% 
	19.69% 
	20.01% 

	Profit before provision  
	44.36% 
	38.34% 
	35.63% 
	29.52% 
	24.43% 

	Provision for loans and investments  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	General provision  
	0.70% 
	0.58% 
	0.60% 
	0.61% 
	-0.20% 

	Specific provision  
	1.92% 
	2.00% 
	3.35% 
	-0.74% 
	3.17% 

	provision for diminution in value of investments  
	0.00% 
	-0.72% 
	-0.16% 
	0.24% 
	0.13% 

	Other provisions  
	0.00% 
	0.00% 
	0.00% 
	0.00% 
	0.00% 

	Total provision  
	2.62% 
	1.86% 
	3.78% 
	0.10% 
	3.10% 

	Total profit  before taxation  
	41.74% 
	36.47% 
	31.86% 
	29.42% 
	21.32% 

	Provision for taxation  
	16.13% 
	15.18% 
	14.17% 
	12.66% 
	10.55% 

	Current tax expense  
	16.28% 
	15.19% 
	14.20% 
	12.91% 
	10.25% 

	Deferred tax income  
	-0.15% 
	-0.01% 
	-0.03% 
	-0.25% 
	0.30% 

	Net profit after taxation  
	25.61% 
	21.30% 
	17.69% 
	16.76% 
	10.77% 


It has been observe d that percentage change in net interest income icreased over the years. The total operating income also rised during these period. Same trend has been observed for operating expenses for IDLC limited.
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CHAPTER 4

[bookmark: _Toc18330029]FINANCIAL PERFORMANCE EVALUATION OF IDLC
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4.1 Ratio Analysis 
IDLC is one of the top performing non-banks in Bangladesh. Now we are going to analyze the
performance of IDLC for the last 5 years based on ratio analysis which is depend on 5
dimensions.


[bookmark: _Toc18330030]                                Liquidity Dimension

[bookmark: _Toc18330031]Liquidity ratio means the capacity of a company to interlude its assets that is most easily converted into cash. Assets are transformed into cash in a short time period of time that are concerns to liquidity position. The ratio made the relationship between firm’s  cash and current liability.

4.1.1: Current Ratio
	1. Current Ratio= (Current Assets/Current Liabilities)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	1.203445094
	1.188889117
	1.19790504
	1.184361023
	1.165332945





In simple terms, current ratio is a liquidity ratio that measures whether a firm has enough resources to meet its short term obligations or not. If we evaluate the last 5 years current ratio data of IDLC, we see that their capability to repay the loan is declining year by year. In 2018, if they liquidated their current assets, then they would have 1.165 BDT for fulfilling 1 BDT short term liability. While considering the annual data, we have found that in the last 5 years their loan and advances have been grown more comparatively the deposits which lead them to more grown current liabilities than grown current assets. Loan to deposit ratio also suggested the same.
Though their current ratio declined year by year, still they had the good condition in terms of fulfilling short term liabilities. However, IDLC should give more focus on collection of different deposits and for that, they can introduce more effective deposits scheme that can influence the savers to deposits their saving which will increase the current assets portion of IDLC.
[bookmark: _Toc18330032]
4.1.2: Cash Ratio

	2. Cash Ratio= (Cash & Marketable Securities/Current Liabilities)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.062125327
	0.0628157
	0.06025587
	0.058228218
	0.062276122





We know that the cash ratio indicates the ability of a firm to fulfill the short term liabilities of a firm by cash at the time of liquidation. we find that cash ratio reducing year by year. Though it indicated that they are losing their ability to meet the short term debt by cash, we know that a financial institution like bank always keeps a minimum amount of cash reserve according to the order of central bank so that they can meet the unexpected withdrawal demand of depositors. They want to give gradually loans. While evaluating the annual report, we have found that though cash has been increasing, but this increasing rate is fewer than the increasing rate of current liabilities. If they would have liquidated, then they would have only 0.0622 BDT cash for fulfilling the 1 BDT current liabilities.

[bookmark: _Toc18330033]4.1.3: Cash Reserve Ratio

	3. Cash Reserve Ratio (CRR)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.061
	0.0727
	0.0642
	0.067
	0.0733





Cash reserve ratio is the share of a FI’s deposit that is mandated by the central bank of a country to be maintained as liquid assets so that commercial banks can fulfill the unexpected withdrawal demand of depositors. This ratio totally depends on the decision of Govt. based on the demand and supply of money in the economy and the rate of inflation. From the last 5 years, IDLC maintained different reserve ratios. Higher cash reserve ratio reduces the sanction of loan amount of IDLC.

[bookmark: _Toc18330034]4.1.4: Statutory Liquidity Reserve Ratio 

	4. Statutory Liquidity Reserve Ratio

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.2988
	[bookmark: _GoBack]0.2223
	0.1671
	0.1481
	0.1483



Statutory liquidity reserve ratio is the reserve requirement that the FI’s are required to continue in the form of cash, gold reserves, Govt. approved securities before providing credit to the customers. The major difference with cash reserve ratio is that, in the CRR only the cash needs to be reserved. It gives more security to the depositors. From the above bar diagram SLRR over the last 5 years of IDLC and it decreasing because now-a-days Govt. is giving more focus on maintaining high CRR.

                                            
[bookmark: _Toc18330035]Profitability Dimension
Profitability ratio is used to evaluate the company’s ability to produce income as compared to its expenses and other cost associated with the generation of income during a particular period. This ratio represents the final result of the company.

[bookmark: _Toc18330036]4.1.5: Net Profit margin
	5. Net Profit margin= (Net Profit after tax/Total Revenue)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.362651063
	0.363756716
	0.38976076
	0.39209449
	0.334935201




For financial institution, Net profit margin refers how much return a firm generates from their interest income and non-interest based income after deducting the interest expense and other expenses. In 2018 IDLC generated 33.49% return from their revenues after deducting the expenses or they earn 0.3349 BDT from 1 BDT revenues. In the last 5 years, their net profit margin vacillate from one year to another year.

If we consider the fluctuation from 2015 to 2016, then we have found that both the interest income and non-interest based income had been declined from 2015 to 2016, still net profit after tax had been grown a lot from 2015 to 2016, because we have found that In 2016, IDLC needed to spend less interest expense compared to the year of 2015 which lead them to the grown net profit after tax. Decreased interest rate may be one of the reasons behind it. That’s the reason of getting higher net profit margin in 2016 and similarly, we can describe the reasons of net profit margin fluctuation for other years.

[bookmark: _Toc18330037]4.1.6: Operating Profit Margin

	6. Operating Profit Margin=(Profit before provision/Total Revenue)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.265943127
	0.292114964
	0.30408571
	0.295474001
	0.238212048




 
Operating profit margin for IDLC refers that how much return it generates from the revenue through interest income, non-interest based income before deducting the tax and provision. Similar like net profit margin, we found the fluctuate rate in the last 5 years and In 2018, IDLC generates 23.82% profit before provision from their revenues or get 0.2382 BDT from 1 BDT revenue. If we consider only the fluctuation from 2015 to 2016, we can give the similar reason that described in the case of net profit margin rate fluctuation from 2015 to 2016. 

[bookmark: _Toc18330038]4.1.7: Return on Total Asset


	7. Return on Total Asset= (Net profit after tax/Total assets)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.04984612
	0.044541317
	0.04614486
	0.041081841
	0.037323764






Return on total assets or ROA indicates how efficiently a firm uses its total assets to generate net income. The information of IDLC, we find that In 2018, they generated 0.37% from their total asset. Actually, in the last 5 year, the rate had been declined from one year to another year. If we evaluate their debt to total asset ratio and their grown amount of total liabilities from 2014 to 2015, then we can find the reason of their low return. Again, they were not able to make enough income from their assigned loans.

[bookmark: _Toc18330039]4.1.8: Return on Equity


			8. Return on Equity= (Net profit after tax/Total shareholders' equity)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.500398655
	0.47452694
	0.46423854
	0.359976799
	0.355963746






It is known to us that return on equity refers the income the shareholders generate from their invested capital or it indicates how well a company uses investment to generate earning growth. If we evaluate the last few years ROE of IDLC, we found fluctuate rate of it. If we consider only the time period from 2017 to 2018 to describe the changes of ROE, we have found that total shareholders’ equity had been grown from 2017 to 2018 and the rate is ((20831809735- 20707454946)/ 20707454946)) × 100 = 0.6% and the net profit after tax had also been changed from the 2017 to 2018 and the rate is ((2716335721-2282608954)/ 2282608954) × 100 = 19%. Though both the shareholders’ equity and net profit had been grown, still ROE had been grown because of more grown rate of net profit. Firm might more efficiently use their assets to generate more profits. A very clear discussion will be given under “Aggregate ROE Model” to get the actual reasons of changing of ROE.

[bookmark: _Toc18330040]

4.1.9: Return on Capital Employed

	9. Return on Capital Employed= (Profit Before Provision/Total Capital)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.366957654
	0.381069033
	0.36219221
	0.271270798
	0.253167934







In simple terms return on capital employed refers that how much return a firm generates from efficiently employing the capital. It is a ratio that shows both the efficiency and profitability of a firm. We have found the capital of IDLC by deducting the total liabilities from the total assets. In 2018, against the 1 BDT capital employed, IDLC generated 25.31% return. From the year 2014 to 2018, we have found a declining return on capital employed ratio. If we consider only the period of 2016-17 and after analyzing the annual report, we have found that though both the profit before provision and total capital had been grown, but grown rate of total capital is less than profit before provision which lead the grown rate of this ratio which indicates the more efficiency of IDLC.




[bookmark: _Toc18330041]4.1.10: Cost to Income Ratio 


	10. Cost to Income Ratio= (Operating Expenses/Operating Income)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.371834667
	0.35188428
	0.37904421
	0.402845182
	0.406603287








Cost to income ratio refers the operating expenses against the operating income or how much expenses a firm needs to spend for generating the operating income. If we take the last 5 years information of IDLC, we have found fluctuate cost to income ratio and In 2018, for generating 1 BDT operating income; IDLC  needed to spend 0.41 BDT as operating expenses. In the last 2 years, the ratio was almost similar, so it can be said that it didn’t create significant effect on the profitability of IDLC or IDLC might manage their cost well.






[bookmark: _Toc18330042]4.1.11: Net Interest Income to total Operating Income


	11. Net Interest Income to total Operating Income= (Net Interest Income/Total Operating Income)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.346804749
	0.314028561
	0.33736415
	0.329506139
	0.338057281






This ratio simply refers how much net interest income a firm generates from their total operating income. We have found that operating income of IDLC consists of interest income, investment income, commission and other income after deducting the interest expense. After deducting interest expense from interest income, we have found the net interest income and In 2018, IDLC had 0.3381 BDT net interest income from 1 BDT total operating income. If we take just one period from 2017 to 2018, we can say that in this period though both the net interest income and total operating income had been grown, the grown rate of operating income was more than the grown rate of net interest income which lead to decreased ratio from the previous period.




[bookmark: _Toc18330043]4.1.12: Investment Income to Total Operating income


	12. Investment Income to Total Operating income=(Investment Income/Total Operating Income)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.016215426
	0.068894706
	0.0729258
	0.107660398
	0.063151727






We have discussed earlier that, investment income is another part of operating income and this investment income to total operating income ratio refers that the percentage of investment income out of total operating income. In 2018, within 1 BDT operating income, IDLC had 0.06 BDT investment income and this ratio had been fluctuated in the last 5 years. 

While collecting data about total amount of investment capital of IDLC in the last 5 years, we have found that the amount had been decreasing from the last 2 years and this decreased amount is one of the reasons for the decreased ratio in last two years.


[bookmark: _Toc18330044]4.1.13: Investment Income to Total Revenue

	13. Investment Income to Total Revenue= (Investment Income/Total Revenue)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.006865041
	0.031051823
	0.03571219
	0.053270689
	0.025351509






This investment income to total revenue ratio refers how much revenue is generated from investment activities of a firm and like other different FI’s  IDLC  has different investment in different securities and we have found a fluctuate rate of this ratio over the last 5 years. In 2018, we can say, they earned 0.0254 BDT from investment out of 1 BDT revenue or they had 2.54% investment income over the total revenue. If we consider only the period from 2017 to 2018, we have found the decreased amount of investment income which lead the decreased ratio from 2017 to 2018.



[bookmark: _Toc18330045]4.1.14: Return on Capital


	14.  Return On Capital= (Net Profit after tax/Total Capital)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.500398655
	0.47452694
	0.46423854
	0.359976799
	0.355963746


 



Return on capital (ROC) ratio measures the return that an investment generates from the capital contribution or how much return a firm generates from the invested capital. This ratio shows the effectiveness of a firm for turning capital into profits. 
From the above bar diagram, we see that fluctuate rate of this ratio in the last 5 years for fluctuate amount of capital and net profit after tax. In 2018, we have found that IDLC 35.59% return from their invested capital or we can say in another way that, from 1 BDT invested capital, they earned 0.3559 BDT. If we consider only the period from 2016 to 2017, we have found the decreased amount of ROC. Though amount of invested capital had been grown from 2016 to 2017, still IDLC net profit after tax had been declined which helped us to make a conclusion that they didn’t efficiently use their invested capital to generate more return.
                                  
[bookmark: _Toc18330046]Solvency Dimension

[bookmark: _Toc18330047]The solvency ratio of an organization gives sagacity within the ability of an organization to meet its financial obligations. Solvency also indicates how much the organization depends on its creditors and banks can use this when the organization applies for a credit facility.
4.1.15: Debt to Equity Ratio

	15. Debt to Equity Ratio= (Total liabilities/Total shareholders' equity)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	9.038868721
	9.653635136
	9.06046048
	7.762431122
	8.537187713





Debt to equity ratio refers the leverage position of a firm or how much debt is used for financing compared to the financing through the shareholders’ equity. If we evaluate the last 2 years debt to equity ratio of IDLC, we can see the dependency of IDLC on debt had been increasing than the equity for financing or they are relying more on deposits for the funding. In 2018, their amount of debt is 8.53 times more than the equity financing. This ratio indicates that they were able to convince more and more customers for depositing their fund. Any other way, it negatively affects the solvency because of the high amount of debt over the equity.

[bookmark: _Toc18330048]4.1.16: Total debt to total asset ratio
	16. Total debt to total asset ratio= (Total liabilities/Total assets)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.900387182
	0.906135325
	0.90060097
	0.885876421
	0.895147288



Total debt to total asset ratio refers the proportion of total debt over the total assets. It is known to all that the major sources of fund of a FI’s is the deposits from the general people and so the amount of debt would be higher relative to other type of institution. That’s the reason we have found a low proportion of debt of IDLC in the last 5 years over the total assets and the proportion had been decreasing year by year. Debt to equity ratio supports this fact.

In 2018, IDLC had 89.51% debt over the total assets. Higher proportion creates burden for the repayment over the periods which negatively affect the solvency condition of IDLC.


[bookmark: _Toc18330049]4.1.17: Total equity to total assets


	17. Total equity to total assets= (Total shareholders' equity/Total assets)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.099612818
	0.093864675
	0.09939903
	0.114123579
	0.104852712







Total equity to total asset ratio refers the proportion of total equity over the total assets. From the nature of FI’s, it is simply to understand that major source of financing is deposits and so, the proportion of total equity over the total assets is small and we can see the same thing in terms of financing of IDLC. In 2018, the proportion of total equity over total assets is 10.49% and this ratio was increasing since the last 5 years. That means they were relying more on shareholders’ equity for the financing.



[bookmark: _Toc18330050]4.1.18: Loan to Total Asset Ratio


	18. Loan to Total Asset Ratio= (Loans & Advance/Total Assets)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.793370993
	0.750434466
	0.7991057
	0.763037299
	0.783497204








Total loan to total assets refers the proportion of loan among the total assets. As we all know that the major use of fund for any FI’s is providing loan to the borrowers and so, this total loan to total asset ratio would be high and the same scenario in case of IDLC. In 2018, the total loan was 78.35% over total assets.




[bookmark: _Toc18330051]
4.1.19:  Loan to Deposit Ratio

	19. Loan to Deposit Ratio= (Loan & Advance/Total Deposit)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	1.239177108
	1.127665458
	1.23723759
	1.125658573
	1.116765463








Loan to deposit ratio refers how much loans are issued against the deposited fund collected from the depositors. This ratio can show the solvency picture of a firm. If we evaluate the last 5 years data of IDLC, we have found that they had been issuing more loans against the deposits and it is very good indication for better solvency of firm. In 2018, they issued 1.12 BDT loan against 1 BDT deposits. This ratio indicates that they are enough capable to the deposits and also earning profit.








[bookmark: _Toc18330052]4.1.20: Equity Multiplier

	20. Equity Multiplier= (Total Assets/Total Shareholders' Equity)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	10.03886872
	10.65363514
	10.0604605
	8.762431122
	9.537187713









In simple terms, equity multiplier is a measure of firm’ financial leverage. Higher equity multiplier indicates that a larger portion of total asset is financed with debt. If we evaluate the above bar diagram, we can find the increasing rate of equity multiplier for the last 5 years and IDLC was carrying a high rate of EM in all the years which indicates the more dependency on debt rather equity and this finding is very obvious for us, because of the function of FI’s. In the year 2018, IDLC had 9.53 times more financing by debt than equity. In the aggregate ROE model, we will get more clear knowledge of EM of IDLC.







[bookmark: _Toc18330053]Efficiency Dimension
Efficiency ratios measure a company's ability to use its assets and manage its liabilities effectively in the current period or in the short-term. They are similar in that they measure the time it takes to generate cash or income from a client or by liquidating inventory.
[bookmark: _Toc18330054]4.1.21: Asset Utilization Ratio

	21. Asset Utilization Ratio= (Total Revenue/Total Assets)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.137449259
	0.122448095
	0.11839278
	0.104775358
	0.111435777




Asset utilization ratio refers how much revenue is generated by a firm from every dollar of assets that are invested. More return indicates the high efficiency of a firm. We can see a decreasing rate of asset utilization ratio of IDLC for the last 5 years. Though revenue was increasing in those 5 years, still the increasing rate was few than the increasing rate of total assets which lead to the decreasing rate of this ratio. We know that, interest income is one of the major components of total revenue that affects the total revenue. We can say, because of the decreased rate of spread, grown rate of interest income was not enough to provide the grown asset utilization ratio. If we see the year 2018, we can see that by investing 1 BDT in asset, IDLC was capable to generate 0.1114 BDT revenue.



[bookmark: _Toc18330055]4.1.22:  Loans Utilization Ratio

	22. Loans Utilization Ratio= (Interest Income/Loans and Advances)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.025437002
	0.023094558
	0.02447684
	0.022387687
	0.019301723






Loan utilization ratio refers how much income can be generated from issuing loan. From the above bar diagram, we can see the decreasing rate of loan utilization ratio of IDLC for the last 5 years and in the year 2018, they earned 0.019 BDT from issuing loan of 1 BDT or generated 1.93% earning from issuing loan. Decreasing spread is one of the reasons for the decreased rate of loan utilization ratio.




[bookmark: _Toc18330056]4.1.23:  Operating Ratio

	23. Operating Ratio= (Total Operating Expenses/Total Revenue)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.157421731
	0.158599245
	0.18562019
	0.199329009
	0.16322605






Operating ratio refers the proportion of operating expenses over the total revenue or how much operating expenses need to be spent for getting the revenues. While evaluating the information of IDLC, we determine the operating ratio of IDLC by dividing the operating expenses by total revenues. We have found an increasing rate of this ratio for the last 5 years which indicates that IDLC needed to spend more money for the purpose of operating expenses for getting revenues. Though it is increasing, the rates were very close especially in the last 4 years.


However, if we consider the period from 2015 to 2016, we have found a high jump of it. In 2016, IDLC needed to spend huge for salary and allowance expense compared to 2015. By the way, In 2018, for generating 1 BDT revenues, IDLC needed to spend 0.1632 BDT for the operating expenses purpose.


[bookmark: _Toc18330057]4.1.24: Yield on Assets

	24. Yield on Assets=(Interest Income/Total Assets)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.02018098
	0.017330953
	0.01955958
	0.01708264
	0.015122846








Yield on asset refers the interest income that a firm generates from every dollar of investment in total assets. From the above bar diagram, we can find a declining yield on asset for IDLC for the last 5 years. Though in the last 5 years, their total interest income had been grown, still the grown rate of interest income was less than the grown rate of total assets invested which lead to this decreased rate of yield on assets. Firm might have issued more loan, but they couldn’t earn that much interest. Decreased spread is one of the reasons of it. In 2018, they generated 1.51% interest income from the total assets.




[bookmark: _Toc18330058]4.1.25: Expense Ratio


	25. Expense Ratio= (Total Expense/Total Assets)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.10194981
	0.090741808
	0.08465838
	0.076280667
	0.088371402









Total expense ratio refers the proportion of total expense over the total assets. While calculating the total expense ratio, we find the total expense from the sum of interest expense, overhead expense and provisions. In the last 5 years, we have found fluctuate rate of this ratio and In 2018, total expense of IDLC was 8.83% over the total assets. Though all the three components of total expense had been grown in the last three years, we have found a decreased rate of this ratio because grown rate of total assets was more than the grown rate of these three components.

	

[bookmark: _Toc18330059]Market Value Dimension

Market value ratios are used to evaluate the current share price of a publicly-held company's stock. These ratios are employed by current and potential investors to determine whether a company's shares are over-priced or under-priced.

[bookmark: _Toc18330060]4.1.26:  Earning per Share

	26.Earning per Share

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	3.56
	3.84
	4.62
	4.26
	4.22









Earnings per share is the portion of a firm’s profit allocated to each of the ordinary shares. EPS can be calculated from net income available to ordinary shareholders’ divided by number of ordinary shares outstanding. From the above bar diagram, we can see fluctuate rate of EPS over the last 5 years because of the differences of net income and number of shares outstanding.
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	27. Dividend Payout Ratio= (Dividend per Share/EPS)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.983146067
	0.651041667
	0.64935065
	0.704225352
	0.829383886







Dividend payout ratio refers how much earnings per share is given as dividend per share to the investors. It is very obvious that investors will prefer high dividend payout ratio. Last 5 years data of IDLC have showed us the fluctuate rate of this dividend payout ratio because of the changes of earning per share and company’s own policy also affects it. In 2018, IDLC paid 82.93% dividend of their total earning per share.

[bookmark: _Toc18330062]4.1.28:  Price Ratio

	28. Price Ratio=(Market Price per Share/Earning Per Share)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	7.012048193
	7.771428571
	7.66756032
	7.880434783
	15.53191489





Price ratio refers how much investors are willing to pay per dollar of reported profits. This price ratio shows the growth prospective of a firm so that higher ratio is a good sign, because investors would be ready to give more to buy the shares of that firm. If we evaluate the last 5 years data regarding this ratio for IDLC, we have found that from the 2014 to 2017, they had almost same price ratio because on these period, market price per share didn’t increase too much. 

However, In 2018, there was a sharp jump of market price of per share which lead the IDLC to achieve a high price ratio in this year and the rate is 15.53% for per dollar of reported profit. This high price ratio is very good sign for collecting more funds from the investors in the future which will increase the total equity to total asset ratio and so, it would reduce burden of debt.


[bookmark: _Toc18330063]4.1.29: Market/Book Ratio


	29. Market/Book Ratio= (Market Price per Share/Book value per Share)

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.96389533
	0.827502282
	0.85271318
	1.027275948
	1.724021592






Market ratio refers how much investors are willing to pay for buying the stock of a firm compared to the book value of that stock. From the above bar diagram of IDLC regarding market ratio, we have found the almost similar value of this ratio from 2014-2017. However, because of the high jump of market price per share, market ratio In 2018 had been increases too much and which is good sign for IDLC. That means, investors are willing to pay 1.72 times more than the book value of stock at the time of purchasing.

[bookmark: _Toc18330064]4.1.30: Net Asset Value (NAV) per Share


	30. Net Asset Value(NAV) per Share={ (Total Assets-Total Liabilities)/No. of shares Outstandings}

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	28.31425816
	26.79962648
	30.2527042
	28.03096383
	29.24961946









Net asset value per share is the value of a firm’s assets minus the value of its liabilities in relation to open-end or mutual funds. In another words, it is the price at which shares in that fund can be bought and sold. While evaluating the data of IDLC for the last 5 years, we have determined the NAVPS from net asset value divided by the number of shares outstanding. We can see fluctuate rate of this value over the last 5 years and In 2018, NAVPS was 29.25 BDT.



4.2: The Aggregate ROE Model for IDLC 
In simple terms, return on equity means how much return the shareholders are generating against every dollar of investment. For evaluating the performance of IDLC, aggregate ROE model is one of the important tools. As every aspects of day to day activities of IDLC can be described by ROE, that’s why it’s called the aggregate ROE model. The general ROE equation is,
ROE =Net income / Total equity

By using this simple ROE equation, we have calculated the last 5 years ROE of IDLC as follows,
	                                                      Return on Equity

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	0.500398655
	0.47452694
	0.46423854
	0.359976799
	0.355963746



It can be showed the changes of ROE from one year to another year, but we cannot say for which components had affected for the changes of this ROE or on which components, IDLC should rely for improving the ROE. That’s why we need to do decomposition
ROE = (Net income  / Total asset) * (Total assets / Total equity)
= Return on assets + equity Multiplier
So from the decomposition, it can be said that ROE depends on these two components and if any firm needs to improve ROE, they have to improve any of them. Now we will use these two components to show the impact of these two on the changes of ROE of IDLC.  

Equity Multiplier
We know that the financial leverage of a firm can be determined by the equity multiplier and firm can improve ROE by taking more debt. Last 5 years EM of IDLC is given below,    

	Equity Multiplier

	Year
	2014
	2015
	2016
	2017
	2018

	Value
	10.03886872
	10.65363514
	10.0604605
	8.762431122
	9.537187713



From the table, it can be easily understood that IDLC had been increasing debt from one year to another year and a financial institution like bank, IDLC’s main source of fund is depositors fund and so high amount of debt is very obvious. Now because of the high debt, ROE would be grown. Detail result will be discussed at the later part of the model. Before going to the next topic, we want to mention that high leverage for IDLC would not be suitable for them, as more and more leverage can create more burden on them in the future. So it is better that, IDLCL can focus on improving ROA and which will ultimately improve the ROE.

Return on Asset

ROA is the reflection of day to day activities of a firm and if a firm can efficiently manage their day to day activities, they can improve their ROA. The general equation of ROA is,

ROA =Net income / Total assets

From this simple equation, we cannot say which components affect the ROA or how to improve ROA and that’s why we need decomposition again. We know the net income equals to

Net Income = Total Revenue – Total Expense
Now by dividing the both sides with total assets we get,
Net income/Total assets= (Total Revenue/total assets)-(Total expenses/Total assets)
                                 ROA =Asset Utilization Ratio – Expense Ratio

Now from the above decomposition, it can be said that ROA can be affected because of asset utilization ratio or expense ratio and ROA can be improved either by improving asset utilization ratio or by decreasing expense ratio. Now we will separately discuss these two components to show how these two components affect ROA of IDLC.
Now again if we decompose ROA (Net income/Total Assets), it comprises of Asset utilization ratio (Total Revenue/Total Assets) minus Expense ratio (Total Expense/Total Assets).

Asset Utilization
First, if we see Asset utilization ratio of IDLC from 2014 to 2018 it is between 11% and 14%. Now if we decompose this ratio, it comprises of Yield on Assets Plus Non-interest-based yield plus Rate of return from sale of securities


	                                                              Asset Utilization 

	Year 
	2014
	2015
	2016
	2017
	2018

	Yield on Asset (Interest Income/Total Asset 

	2.02%
	1.73%
	1.96%
	1.71%
	1.51%

	Non Interest Base Yield (Non-interest income/Total Asset) 

	4.25%
	3.86%
	3.59%
	2.85%
	3.35%

	Rate of Return from sale of securities (Profit or Loss on sale of securities/TA) 

	0.26%
	0.21%
	0.25%
	0.20%
	0.20%

	Asset Utilization (Yield on Asset+Non Interest Base Yield+Rate of Return from sale of securities) 
	13.74%
	12.24%
	11.84%
	10.48%
	11.14%




If we compare the Asset utilization from year 2014 and 2018 of the IDLC  which has declined. From the Bar diagram we can see that the yield on the asset of the IDLC has decreased and the Non-interest-based yield slightly decreases but the rate of the return from sale of securities decreased between 2014 to 2018. As a result of the decrease of the components leads in fall of Asset utilization from year 2014 to 2018.
Expense Ratio
If we decompose the expense ratio it comprises of cost of fund plus Overhead rate plus Quality of asset. Now if we see Expense ratio of IDLC. it is has decreased from 2014 to 2018. This shows that bank has managed its expenses properly which is good sign for the company.
	                                                              Expense Ratio 

	Year 
	2014
	2015
	2016
	2017
	2018

	Cost of fund (Interest expenses/TA) 

	2.16%
	1.94%
	2.20%
	2.09%
	1.82%

	Overhead Rate (Overhead expense/TA) 

	3.26%
	2.77%
	5.50%
	4.70%
	4.52%

	
Quality of Assets (Provisions/TA) 

	0.11%
	0.41%
	0.23%
	0.25%
	0.35%

	Expense Ratio ( Cost of fund + Overhead Rate + Quality of Assets) 
	10.19%
	9.07%
	8.47%
	7.63%
	8.84%




If we compare the expense ratio of IDLC of year 2014 and 2018 we can see from the bar diagram that the cost of fund has decreased about though overhead rate and quality of asset has grown and decreased over the year. The overall effect we can see that the expense ratio decreased between the year 2014 and 2018. 
Now if we back to the decomposition of ROA,
	Year 
	2014
	2015
	2016
	2017
	2018

	Asset Utilization Ratio (%)
	13.74%
	12.24%
	11.84%
	10.48%
	11.14%

	Expense Ratio (%)
	10.19%
	9.07%
	8.47%
	7.63%
	8.84%

	ROA (%)

	3.55%
	3.17%
	3.37%
	2.85%
	2.31%



Finally, we get the ROA of IDLC for the last 5 years by deducting the expense ratio from the asset utilization ratio and also after adjusting the. Because of the fluctuate rate of both the ratios, we have found fluctuate rate of ROA in the last 5 years, If we consider only the period from 2016 to 2017, we found more decreased rate of asset utilization ratio than the decreased rate of expense ratio which lead to the decreased ROA from the 2016 to 2017.
	Year 
	2014
	2015
	2016
	2017
	2018

	ROA
	3.55%
	3.17%
	3.37%
	2.85%
	2.31%

	EM
	9.96%
	9.39%
	9.94%
	11.41%
	10.49%

	ROE (%)
	0.35%
	0.30%
	0.34%
	0.33%
	0.24%



From the above table, it is clearly visible to us that from the year 2014 to 2018, IDLC’s ROA had been decreased except one year and EM had been grown. That means, from 2014 to 2018, EM had been contributing more on ROE than ROA which indicates the more financial leverage of IDLC. That means they were increasing the deposits fund more compared to the shareholders equity.   
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CHAPTER 5

Findings and Conclusions

[image: ]

[bookmark: _Toc18330067]Findings 
We have found that IDLC is relying more and more on the deposits amount for funding over the last five years and so, equity amount had been decreasing. Though it is a bank whose one of the major functions is to collect deposits, still they van give focus on how they can increase equity portion which will ultimately reduce some burden of deposits payment. From the Price Ratio and Market Ratio, we have found the demand of their shares and people are willing to give more for buying their shares. So it is high time they should consider about issuing new shares. From the operating ratio, we have found that IDLC needed to increases their operating expenses over the last five years. However operating income had not been increasing on same rate. So management should give focus on how they can minimize the operating expenses from the next year. As we have already discussed that, IDLC had been relying more and more on debt, that’s why EM had been increasing. While evaluating the aggregate ROE model, we found that ROE has been increased because of this increased EM which may create problem for IDLC in the long run.

[bookmark: _Toc18330069]5.2 Conclusions 
For the success of any firm, proper risk management and performance evaluation is very much important. We have tried to evaluate the liquidity dimensions that shows us that the firm is facing more risk in terms of liquidity. Then we evaluates the profitability dimensions which indicates fluctuate profitability conditions of IDLC. IDLC is not able to continue their good condition and again, they are not let the profitability conditions down. After that, we have tried to show the performance based on the solvency dimensions which indicates that IDLC is relying more and more deposits which is increasing their debt portion over the equity. Fourth dimension was efficiency dimension that shows us the fluctuate result in terms of efficiency. At the very end, after evaluating the performance based on market value dimensions we have found, they had high demand of their shares which increases the price of shares and they also provides sufficient return to their shareholders. It can be said that, overall performance of IDLC for the last five years was average.
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Current Ratio

2014	2015	2016	2017	2018	1.2034450936164631	1.1888891173764891	1.197905040754355	1.1843610227799219	1.1653329454136367	


Cash Ratio

2014	2015	2016	2017	2018	6.21253265088915E-2	6.281570029156372E-2	6.0255868965586316E-2	5.8228218120282713E-2	6.2276122166035383E-2	


Cash Reserve Ratio

2014	2015	2016	2017	2018	6.0999999999999999E-2	7.2700000000000001E-2	6.4199999999999993E-2	6.7000000000000004E-2	7.3300000000000004E-2	


Statutory Liquidity Reserve Ratio

2014	2015	2016	2017	2018	0.29880000000000001	0.2223	0.1671	0.14810000000000001	0.14829999999999999	


Net Profit Margin

2014	2015	2016	2017	2018	0.36265106275386844	0.36375671604729898	0.38976075521901893	0.39209448973086797	0.33493520113873143	


Operating Profit Margin

2014	2015	2016	2017	2018	0.26594312695875211	0.29211496385052982	0.30408571434607046	0.29547400088854148	0.23821204768126988	


Return on Total Asset

2014	2015	2016	2017	2018	4.9846120014387013E-2	4.4541317016311359E-2	4.6144860388605845E-2	4.108184065815873E-2	3.7323764284933947E-2	


Return on Equity

2014	2015	2016	2017	2018	0.50039865509623982	0.47452693997659179	0.46423854435374806	0.35997679911867619	0.35596374615706822	


Return on Capital Employed

2014	2015	2016	2017	2018	0.36695765359598015	0.38106903268650705	0.36219221021229414	0.27127079785195074	0.25316793392895309	


Cost to income Ratio

2014	2015	2016	2017	2018	0.37183466738100607	0.35188428041527237	0.37904420965637786	0.40284518238685202	0.40660328719327926	


Net Interest Income to Total Operating Income

2014	2015	2016	2017	2018	0.34680474945699752	0.31402856116172112	0.33736414658877256	0.32950613907350434	0.33805728059041568	


Investment Income to Total Opeating Income

2014	2015	2016	2017	2018	1.6215425581131149E-2	6.8894706000654782E-2	7.2925796595595796E-2	0.10766039827184226	6.3151726567134636E-2	


Investment Income to Total Revenue

2014	2015	2016	2017	2018	6.8650413515076621E-3	3.1051822914847857E-2	3.5712192875690045E-2	5.3270689068178841E-2	2.5351508991362941E-2	


Return on Capital

2014	2015	2016	2017	2018	0.50039865509623982	0.47452693997659179	0.46423854435374806	0.35997679911867619	0.35596374615706822	


Debt to Equity Ratio

2014	2015	2016	2017	2018	9.0388687214132304	9.6536351361774173	9.0604604812799163	7.7624311216733624	8.5371877134256771	


Total Debt to Taotal Asset Ratio

2014	2015	2016	2017	2018	0.90038718228609094	0.9061353249648828	0.90060097131132733	0.88587642103952657	0.89514728764410489	


Total Equity To Total Assets

2014	2015	2016	2017	2018	9.9612817713909119E-2	9.3864675035117223E-2	9.9399028688672675E-2	0.11412357896047345	0.10485271235589515	


Loan to Total Asset Ratio

2014	2015	2016	2017	2018	0.79337099327345562	0.75043446601073038	0.79910570357883359	0.7630372985435645	0.78349720437021553	


Loan to Deposit Ratio

2014	2015	2016	2017	2018	1.2391771079444982	1.1276654580758338	1.2372375890146536	1.1256585727465378	1.1167654630390731	


Equity Multiplier

2014	2015	2016	2017	2018	10.03886872141323	10.653635136177417	10.060460481279916	8.7624311216733624	9.5371877134256771	


Asset Utilization Ratio

2014	2015	2016	2017	2018	0.13744925945030972	0.1224480952552906	0.11839278267683874	0.10477535832333972	0.11143577670557926	


Loan Utilization Ratio

2014	2015	2016	2017	2018	2.5437002277250577E-2	2.3094558306773306E-2	2.4476835015098477E-2	2.238768718724813E-2	1.9301722745386773E-2	


Operating Ratio

2014	2015	2016	2017	2018	0.15742173122271122	0.15859924508379289	0.18562018593677687	0.19932900860498154	0.16322605020529449	


Yield on assets

2014	2015	2016	2017	2018	2.0180979762601442E-2	1.7330952530697104E-2	1.9559578466123301E-2	1.7082640351996185E-2	1.5122845810539539E-2	


Expense Ratio

2014	2015	2016	2017	2018	0.10194981019778343	9.0741808407960728E-2	8.4658377194143125E-2	7.6280667054006782E-2	8.8371402150997674E-2	


EPS

2014	2015	2016	2017	2018	3.56	3.84	4.62	4.26	4.22	


Dividend payout Ratio

2014	2015	2016	2017	2018	0.9831460674157303	0.65104166666666674	0.64935064935064934	0.70422535211267612	0.82938388625592419	


Price Ratio

2014	2015	2016	2017	2018	7.012048193	7.7714285710000004	7.6675603219999999	7.8804347830000001	15.531914889999999	


Market/Book Ratio

2014	2015	2016	2017	2018	0.96389533000000005	0.82750228199999998	0.85271317800000002	1.027275948	1.7240215919999999	


NAV

2014	2015	2016	2017	2018	28.314258155710956	26.799626484263438	30.252704184496444	28.03096382932824	29.249619457092756	


Asset Utilization
2014	2015	2016	2017	2018	0.13744925945030972	0.1224480952552906	0.11839278267683874	0.10477535832333972	0.11143577670557926	


Expense Ratio
2014	2015	2016	2017	2018	0.10194981019778343	9.0741808407960728E-2	8.4658377194143125E-2	7.6280667054006782E-2	8.8371402150997674E-2	
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