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Executive Summary

Liquidity is an important factor for whole banking sector. It is very important for financial markets and banking sectors to keep them running. A significant variable for the bank and the banking organization factors is liquidity, thus its determinants are remarkable. We applied a sample of 30 banks in Bangladesh for the period of 2014-2018 years and predicted two methods of liquidity. 
In this report I found the determinant of liquidity, at first I used panel data method from various data from 30 banks of 5 years. But there were no significant variables from bank specification and micro economic sector. After that I used Hausman test and ran the model. I used this model to check the appropriate variables. Yet, no significant variable was found. As I had a probability value level greater than 5% level, so this model could not accept null hypothesis, so here fixed effect method was more likely to be used among the random effect method. Here, ALA was dependent variable. Correlation value was not high. The result of panel data recreation analysis showed that, there is a positive risk between bank liquidity and capital adequacy share of non-performing loans and interest on loan and interbank transaction. We have also found negative influence of inflation rate, business cycle and financial crisis on liquidity. According to our findings, the relation between size of banks and their liquidity is ambiguous.
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Chapter-1

1.1. Introduction
[bookmark: _Toc532949245]In this report I applied a sample of 30 banks in Bangladesh for the period of 2014-2018 years and predicted two methods of liquidity. In this report I found the determinant of liquidity, at first I used panel data method from various data from 30 banks of 5 years. This report aims to identity the factors that influence bank liquidity. There are main three sections. There are Literature Review, Data Methodology and Result and Analysis. And also add Conclusions and Reference. The paper is structured as follows. 
1.1.1. Purposes of the Report
The purposes of preparing this report are to focus on activities and performance of the banks those are the listed in Bangladesh.
· How this financial instrument works in accordance with a bank.
· Use the Random and Fixed effect Model.
· Use Hausman Test.
· Run this model and find out the depended variables.
· Analysis this Model to find the significant variables.  

1.1.2. Objectives of the Report
The general objective of this report is to discuss the determination of bank liquidity in Bangladesh. This report aims to identity the factors that influence bank liquidity. In this report find optional level of liquidity is a must for effective banking operations and low frequency of liquidity can lead to insolvency and low profitability. Another objective of this report is minimizing the liquidity risk. Other regarding objective of this report is introduce with the particular knowledge of the course and model which is use in this report and make decision about liquidity. In this report I try to find significant variables use Hausman test and Random and Fixed effect model.


1.1.3. Scope of the Report
The report is all about the determination of bank liquidity. The report has been prepared using height concern but the Hausman test is unknown to run this model and apply this test in the report properly. It is reports which can be easy for all primary reader do not face any problem to know about the banking sector in Bangladesh, their position and their liquidity conditions. This report aims to identity the factors that influence bank liquidity. 
1.1.4. Methodology of the Report
To analyze the determinants of bank liquidity I basically used the secondary data. All data used in the study have been collected from the respective annual reports of listed banks.
I applied a sample of 30 commercial banks listed on Dhaka Stock Exchange in Bangladesh for the period of 2014-2018 years. To estimate the determinants of commercial banks liquidity Panel data regression model has been applied. Two variants of panel data model used to identify the factors affecting the liquidity of banks in Bangladesh.

1.1.5. Limitations of the Report
The report has few limitations. The limitations are raised from different reasons which are given below:
In this report I use my own practical and researching knowledge because I did not know about Hausman Test. Before I didn’t work in any report use this model. I did not about this model properly and it’s technique. So, it was not possible to me to represent absolute details about this model. That is why I cannot gather vast knowledge about the critical issues. There is some information which is not available. So, some data could not been collected. Some of data are assumed.  In this report I did not find any significant variables and correlation value. 




1.2. Preamble:
Liquidity is banking indicates the ability of a bank to meet its financial obligation as they come due. It can come from direct cash holdings in currency or on account at the central reserve. A bank’s liquidity condition, particularly in crisis will be affected much more than just this reserve of cash and highly liquid securities.
Generally the word “Bank” indicates that financial institution which deals with money. However, there are different types of banks like; Commercial Banks, Savings Banks, Co-operative Banks, Central Banks, Industrial Banks,  Investment Banks, etc. However, when the term ‘Bank’ is considered without any restriction, it refers to the 'Commercial banks'. Commercial banks are the initial contributors to the economy of a country. They gather the deposits from the surplus unit form mass people and then lend the deposits to the deficit. So the people and the government are directly dependent on the commercial banks as the financial intermediary. Banks are profit- earning field; so they gather deposit at the lowest probable cost and provide loans at higher cost. The differences between this two are the central profits for them.
Since liberation, Bangladesh went through stable cycle of improvement In the Banking segment. With the help of the Central Bank, the Bangladesh Bank has a clear influence on others banks to get them on right track, yet the dominance of public sector management of banks left some negative impact In the money market and the economy In general. The ability among the borrowers manipulates the banking sector as a whole.
The opening of private and outside members to the Banking segment was planned to acquire alluring outcomes from managing an account. Private Banks were established to create competition among the banks in the form of efficiency and the productivity. Unfortunately, banking sector part is yet to gain some credit for effectiveness, believability and development.

[bookmark: _Toc513389478]1.3.Overview of Banks
1.3.1. Banking history in Bangladesh:
Bank framework was polished in Indian subcontinent by the Indian subcontinent traders; Goldsmith Moneylenders were the essential financiers. During the Mughal period managing an account and credit business were increased rapidly.
In 1947 after the partition of Bengal, bank business confronted a severe disaster as non-Muslim brokers moved to India. Keeping in mind the end goal to reconstruct the bank business State bank of Pakistan was built up as a national bank of Pakistan in 1948.In 1971 Bangladesh became free. After getting freedom 'Bangladesh bank' was mechanized with the benefits and liabilities of previous "State bank of Pakistan". Our banking was up to a great scale till 1982 when government permitted to set up private banks. Uttara Bank was the first one to establish in 1982; Rupali Bank and Pubali Bank were in 1986. Arab-Bangladesh Bank was the first private residential commercial bank and started functioning in 1982. Five more commercial bank came eventually in 1983.
The banking system is consist of four state-owned commercial banks, five specialized development banks, thirty private commercial Banks and nine foreign commercial banks.
1.3.2. All Banks Position from Analysis in Bangladesh 
· Return on Equity Position Banks in Bangladesh

The return on equity is very similar to each bank because, the sector are too competitive and the entry barriers are too high. Where one bank got higher return on equity and the others rely more or less in the same range. From there it can be said that, Shahajalal Bank has more equity investment on their capital structure and these investment generating good returns comparing to others. Meanwhile, City bank, IFIC Bank and Standerd Bank are generating less return on their equity investment and that is alarming for these banks. So, they need to put extra emphasize on their equity investment and need to manage more efficiently. Rest of the bank is having sustainable return on equity.
· Total Deposit Position Banks in Bangladesh

Term deposit is very much important for banking sector. Term deposit is considered as key to success for the bank. Without having term deposit bank can’t run their banking activity. From the given year it can be clearly noticed that, Mercantile Bank, City Bank, Dutch Bangla Bank are the most efficient banks who collected most term deposit during the year comparing to other banks. Where other banks are far behind from these banks and they are collecting less deposit amounts. When other banks are taking more deposit from their customers, that means they need to pay more interest to their customers’ account. And that can create some distress if the mentioned banks could make good investment from the deposit and banks need to be more careful to diversify their investment.


· NPL Position Banks in Bangladesh

From the chart we can see that, most of banks are maintaining high NPL. These mean they are more efficient to manage it. But some banks are doing extremely bad to manage the NPL. Whereas, Shahjalal bank again got highest pick by following their banking strategy and experience. On the other side, Al Arafah Bank, Trust Bank, Islami Bank and Dhaka Bank also showed their efficiency on managing NPL.
· CAP Position Banks in Bangladesh


[bookmark: _Toc513389475]CAP is very important for every bank. Without maintaining the CAP a bank can’t go long way. So, bank needs to be more efficient to manage it. In terms of CAP, Dutch Bangla Bank played their role very well and they successfully maintained the highest ratio on CAP. That determines their efficiency level. On the other side, City Bank got the worse scenario on CAP. City Bank got the lowest ration on CAP. So, they need to be more careful on maintaining CAP. Otherwise, there will be a dilemma in long run.
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2. Literature Review
We will introduce some relevant researches and their findings in this section. It will also help to determine appropriate objectives for the proposed evaluation. This study is mainly to measure the determinants of liquidity in BD banks. Besides, there are two systematic ways along with alternate methods such as non-parametric DEA and parametric Stochastic Frontier Approach available to measure the banks performance. First one is accounting approach that is used by Ncube which primarily based on the use of financial ratios and the other is econometric technique.
[bookmark: _Toc513389477]Various researches on bank liquidity are out there Shin & Adrian (2008) showed liquidity position and significant changes can change the whole bank reserves in worse period. The Basel committee (2009) explained that the viability of commercial banks depends on the position of the liquidity. Nonperforming loans, profitability, GDP influence bank liquidity and bank size, capital adequacy and financial crisis are negative factors. Liquidity risk is the most common problem banking sectors face. 
In 2000, the Basel Committee defined liquidity as “the ability to fund increases in assets and meet obligations as they come due” (BCBS, 2000). Liquidity risk is “the risk that a financial firm, though solvent, either does not have enough financial resources to allow it to meet  its obligations as they fall due, or can obtain, such funds only at excessive cost” (VENTO AND LAGANGA, 2009). Overall, the bank accumulates short-term deposits and converts them into long-term loans. Liquidity risk emerges when there are variations between the size and maturity of assets and liabilities on the balance sheet. There are commonly two types of liquidity risk: funding liquidity risk and market liquidity risk. Funding liquidity risk is the possibility that the bank will not be able to respond well to current needs along with future cash needs without disturbing its day-to-day functions and financial condition. Market liquidity risk is defined as the risk that a bank cannot simply balance or eradicate a position without significantly affecting the market price.
According to Apaches et al. (2005), there are three mechanisms which banks can practise to protect against liquidity crises: (i) Banks hold buffer of liquid assets on the asset side of the balance sheet. A great enough buffer of assets such as cash, balances with central banks and other banks, debt securities issued by governments and similar securities or reverse repo trades lessen the likelihood that liquidity demands threaten the practicality of the bank. (ii) The second approach relates to the liability side of the balance sheet. Banks can rely on the interbank market where they borrow from other banks in case of liquidity demand. Nonetheless, this tactic is powerfully lined with market liquidity risk. (iii) the last approach is also regarding the liability side of the balance sheet as the central bank usually acts as a Lender of Last Resort to deliver emergency liquidity support to illiquid institutions and to provide affricate liquidity in case of a system-wide shortage.
During the Global Financial Crisis, numerous banks struggled to preserve sufficient liquidity. In order to withstand the financial system, unparalleled levels of liquidity help were necessary from central banks (Cernohorsky et al., 2010). In spite of such wide-ranging support, several banks failed and were forced into mergers or required resolution (BIS, 2009; Telly, 2011). The crisis showed the importance of adequate liquidity risk measurement and management. It is apparent that liquidity and liquidity risk is a very current and significant topic and is very vital for the running of financial market and the banking sector (VODOVA, 2013). Consequently, the aim of this paper is to classify factors of liquidity of commercial banks of banks.







Chapter-3
3. Data Methodology
Liquidity is the capability of the bank to fund asset growth and meet its obligations as they fall due without acquiring standard costs. The poor management of liquidities at the banking level are one of the major present international financial crisis causes. As the majority of international payments are settled through banking payment systems, the lack of funds has reduced the payments and the lending which has affected a decline in the real economic activity and also the failure of some organisations. Banks’ resources have been considerably decreased, leading to an adversity in the market economy where banks are considered to be the cashier of the industry, service, agriculture and construction subdivisions.
3.1 Estimation method
 30 banks which are listed banks in Bangladesh form the 2014-2018 will be applied. Over that period, financial statistics are gathered through the websites of the professional association of banks in Bangladesh. Macro-economic data was gathered from site of central bank of Bangladesh and national statistic institution.
 We used a panel of 30 banks from Bangladesh to identify the determination of bank liquidity. The time period was from 2014 to 2018. We did various data analysis taking data’s of 5 years from listed banks. We used ROA, ROE, ALA, CAT, CD, CSC, NIM, T- Deposit, CEA, and CLA to run the model. We found out descripted statistics from these models at very first. Then we find out the correlations between these variables. Maximum results we found from the co-relations were high, here, ALA is the specification variable and this is dependent. Its co-relation is 1. Then we find out random and fixed effect and co-relation between them, but no specification variable was found. That’s why we used Hausman Test. There are two types of effects, first one is fixed effect and another one is random effect. Hausman Test was used to identify the presence of fixed effect and random effect respectively.
 Null hypothesis has seen avoided for Hausman Test when the probability is below 5%. No fixed effect was found in Hausman Test after applying all tests. Null hypothesis was not accepting for this model. Hausman Test mainly finds out if there are any component which is Zero (0). Random effect was found in this model. We used panel least square method with random effect. The Null hypothesis is (𝐻0: 𝜇1=𝜇𝑛−1=0), here, 𝜇1 is coefficient and n is year.
There are regressions for each liquidity rate. They are –
· Relation between liquidity and macroeconomic indicators.
· Relation between liquidity and internal balance indicators. 
· Influence on bank specific indicators on liquidity.
· 
3.2 Specification of variables
ROA 
We used ROA because it is a dependent variable. It use for generate income from assets and it use in this report because it compare the financial performance of 30 banks. It reflects the ability of the banks to use the financial data to generate profits from assets. The ratio is net income by total assets.

ROE 
We used ROE because Return on equity measures how efficiently a firm can use the money from shareholders to generate profits and grow the company. ROE is a profitability ratio from the investor’s point of view—not the company. In other words, this ratio calculates how much money is made based on the investors’ investment in the company, not the company’s investment in assets. This helps track a company’s progress and ability to maintain a positive earnings trend.

NIM 
NIM is the ratio every investor should use. Because Net Interest Margin Ratio talks about how much interest an investor receives over how much she pays out.

ALA 
We used ALA because the liquid assets are of utmost importance to any individual or a company as it becomes extremely handy while making emergency debt repayments, purchasing equipment, hiring labor, payment of taxes, and several others. Therefore, any company or an individual willing to start a business or invest strategically needs immediate cash which is only possible if the entity has readily available cash or such securities that would fetch cash upon easy liquidation.

CEA 
We used CEA because it is a not-for-profit, privately funded, organization that provides residential earthquake insurance and encourages Californians to reduce their risk of earthquake loss. CEA only offers residential insurance. It’s available only to pay claims to homeowners and renters who have protected their homes.

TINF 
We used TINF because Inflation is the rate at which the general level of prices for goods and services is rising and, Ideally, an optimum level of inflation is required to promote spending to a certain extent instead of saving, thereby nurturing economic growth.

TPIB 
We used TPIB because Gross Domestic Product (GDP) is the monetary value of all finished goods and services made within a country during a specific period and GDP can be calculated in three ways, using expenditures, production, or incomes. It can be adjusted for inflation and population to provide deeper insights.

CD 
We used CD because CDs work best for savers who have the financial breathing room to sock away money for years at a time. You’ll also need to be able to meet any minimum deposit requirements, typically $500 or $1,000. Many depositors may not be as concerned when a financial institution is insured, the loan to deposit ratio may be used to ensure that any money needed is immediately available

CAP 
We used CAP because both market capitalization and equity can be found by looking at a company's annual report. The report shows the number of outstanding shares at the time of the report, which can then be multiplied by the current share price to obtain the market capitalization figure. Equity appears on the company's balance sheet.

Chapter-4

4. Result and Analysis
4.1. Analysis of descriptive statistics

	Descriptive statistics



	
	Mean
	Median
	Maximum
	Minimum
	Std. Dev.
	Skewness
	Kurtosis
	Jarque-Bera
	Probability
	Sum
	Sum Sq. Dev.

	ALA
	0.07
	0.062
	0.273
	0.030
	0.041
	2.756
	11.757
	
419.4

	0.000
	7.036
	0.156

	ROA
	0.04
	0.041
	0.103
	0.016
	0.015
	0.943
	4.677
	24.979
	0.0005
	4.066
	0.021

	ROE
	0.10
	0.103
	0.254
	0.018
	0.041
	0.952
	4.504
	23.071
	0.0010
	10.046
	0.163

	CAP
	0.08
	0.080
	0.193
	0.046
	0.041
	1.426
	6.451
	78.544
	0.0000
	7.941
	0.057

	CD
	1.12
	1.047
	2.537
	0.526
	0.041
	1.076
	4.399
	25.815
	0.0003
	105.75
	12.881

	CEA
	0.02
	0.021
	0.056
	0.008
	0.041
	1.448
	6.062
	69.601
	0.0000
	2.170
	0.006

	EPS
	2.17
	2.170
	3.990
	0.040
	0.041
	(0.27)
	3.350
	1.638
	0.4408
	204.78
	57.419

	NIM
	0.01
	0.020
	0.056
	(0.03)
	0.041
	(0.30)
	2.771
	1.629
	0.4427
	1.860
	0.030

	NPL
	0.46
	0.428
	0.907
	0.050
	0.041
	0.385
	2.336
	4.048
	0.1323
	43.476
	3.328

	TLA
	0.66
	0.626
	1.580
	0.333
	0.041
	1.579
	6.335
	82.663
	0.0000
	62.294
	4.798

	GDP
	0.06
	0.071
	0.072
	0.060
	0.041
	(0.71)
	1.879
	12.697
	0.0018
	6.445
	0.002

	INFLATION
	0.06
	0.061
	0.069
	0.055
	0.041
	0.298
	1.805
	6.990
	0.0304
	5.789
	0.002




Descriptive statistics represents the statistical analysis of financial situation of bank. From that analysis a bank can determine their strength and weakness. Every ratio tells the bank which one is sensitive for the bank and which ratio needs to be taken under special supervision. Mean is the average of the ratio. This gives us information regarding over the year what was the companies’ situation on specific ratio. Medium represents the information of middle point of these particular years. Standard deviation tells the bank how much risk they are going to take. So, these are the ratio give us overall information of Bank financial situation over the year. By using that tool bank determined which project they will take and from which position they will take which approach and they make all the decisions which are profitable for their operation.
4.2.Test of multi-co linearity: Correlations between variables

	Correlation

	 

	 
	ALA
	ROA
	ROE
	CAP
	CD
	CEA
	EPS
	NIM
	NPL
	TLA
	GDP
	INFLATION

	ALA
	1
	0.187
	0.099
	0.321
	-0.17
	0.248
	0.09
	-0.04
	0.096
	0.135
	0.040
	-0.011

	ROA
	0.188
	1
	-0.02
	0.567
	-0.23
	0.59
	0.04
	0.018
	-0.23
	0.335
	-0.02
	-0.038

	ROE
	0.099
	-0.02
	1
	0.011
	-0.07
	-0.09
	-0.12
	-0.06
	0.666
	-0.1
	0.142
	-0.032

	CAP
	0.321
	0.566
	0.010
	1
	-0.00
	0.646
	-0.06
	0.209
	-0.11
	0.578
	0.067
	-0.064

	CD
	-0.17
	-0.23
	-0.07
	-0.01
	1
	-0.06
	-0.28
	0.209
	0.038
	0.487
	0.052
	-0.062

	CEA
	0.248
	0.588
	-0.08
	0.646
	-0.06
	1
	0.06
	0.037
	-0.46
	0.583
	-0.02
	-0.067

	EPS
	0.089
	0.039
	-0.13
	-0.07
	-0.28
	0.056
	1
	0.103
	-0.09
	-0.14
	0.018
	-0.023

	NIM
	-0.04
	0.017
	-0.05
	0.209
	0.208
	0.037
	0.10
	1
	0.064
	0.286
	-0.17
	0.2216

	NPL
	0.096
	-0.23
	0.666
	-0.11
	0.038
	-0.46
	-0.09
	0.064
	1
	-0.13
	0.109
	-0.001

	TLA
	0.135
	0.335
	-0.09
	0.578
	0.487
	0.583
	-0.14
	0.286
	-0.13
	1
	0.097
	-0.114

	GDP
	0.040
	-0.01
	0.142
	0.067
	0.052
	-0.09
	0.02
	-0.18
	0.109
	0.098
	1
	-0.722

	INFLATION
	-0.01
	-0.03
	-0.04
	-0.065
	-0.06
	-0.07
	-0.03
	0.222
	-0.01
	-0.12
	-0.72
	1



Correlation between the variables is very important, because, change of one variable changes the other variable. From the correlation chart we can identify which variables are how much dependent on other variable. Here, ALA positively dependent on ROA, ROE, CAP, CEA, EPS, NPL, TLA and GDP. That means if the ALA increase by 1 then the other variable also increase by their respective value. But ALA is negatively correlated with CD, NIM and Inflation. That means with the change of 1 ALA, others will react differently. Same situation is for all other variable in that chart. Here, all variables are perfectly correlated when they got the same variable. Otherwise some variables are reacting positive and negatively in all situation with the change on one variable. These variables expose the exposure for the bank in any changing situation. These are in nature very sensitive. 
4.3 Test of Hausman

4.3.1. Correlated Random Effects 		

	Correlated Random Effects 

	

	Variable

	Fixed

	Random

	Var(Diff.)

	Prob


	CAP
	0.426719
	0.408136
	0.025985
	0.9082

	CD
	-0.01236
	-0.01705
	0.000071
	0.5774

	EPS
	0.005283
	0.004447
	0.000008
	0.7726

	NIM
	-0.34417
	-0.25502
	0.02945
	0.6034

	ROA
	-0.1845
	-0.21009
	0.045885
	0.9049

	ROE
	0.163423
	-0.03278
	0.009078
	0.0395

	GDP
	0.24447
	0.261739
	0.069425
	0.9477

	INFLATION
	0.724043
	0.492376
	0.043696
	0.2677


	

Correlated random effects model gives us information regarding the previous two model correlation outcome. Here, we try to find out that, actually these correlation variables are affecting that much on a specific sector. For that analysis, correlated random effects model is very useful.
In that model, we tried to find out the differences between the actual and random model, whether the differences is significant or not. If the differences are significant then the sector is more vulnerable towards the changes in economy or market situation. Then based on these differentiation data, correlated random effects model calculate probabilistic data for each variables. This helps the banks to take immunize strategy to reduce the effect for changing the market effects.
	4.3.2.Cross-Section Random effects test equation:


	 

	Variable

	Coefficient

	Std. Error

	t-Statistic

	Prob.


	C
	-0.05979
	0.142168
	-0.42058
	0.6755

	CAP
	0.426719
	0.296132
	1.440978
	0.1545

	CD
	-0.01236
	0.017514
	-0.70579
	0.4829

	CEA
	0.973121
	1.178276
	0.825885
	0.4119

	EPS
	0.005283
	0.006231
	0.847905
	0.3997

	NIM
	-0.34417
	0.307342
	-1.11983
	0.267

	NPL
	-0.01423
	0.049276
	-0.28869
	0.7738

	ROA
	-0.1845
	0.4134
	-0.44629
	0.6569

	ROE
	0.163423
	0.174714
	0.935372
	0.3531

	TLA
	0.031811
	0.04032
	0.788979
	0.433

	GDP
	0.24447
	1.23703
	0.197626
	0.844

	INFLATION
	0.724043
	1.076088
	0.672847
	0.5035

















Here, several data are more likely to change drastically for their high probability. Like GDP, ROA and NIM got the highest probability. So, the sector needs to put close concentration on these variables so that they movement. On the other way, the bank can get an abnormal profit if the changes situation is can reduce the loss as much as possible from the unexpected movement. On the other way the bank can get an abnormal profit if the change situation is favorable. 
4.3.3. Cross section fixed effects test equation:
	
Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	C
	-0.05369
	0.142341
	-0.37722
	0.7072

	ROA
	-0.22308
	0.412766
	-0.54046
	0.5907

	ROE
	0.124694
	0.171591
	0.726689
	0.47

	TLA
	0.018823
	0.038691
	0.486497
	0.6283

	CAP
	0.363274
	0.291229
	1.247382
	0.2167

	CD
	-0.0134
	0.017523
	-0.76446
	0.4474

	CEA
	1.458909
	1.097651
	1.329119
	0.1885

	EPS
	0.003322
	0.005992
	0.554447
	0.5812

	NPL
	0.001362
	0.047361
	0.028752
	0.9772

	GDP
	0.364827
	1.234758
	0.295464
	0.7686

	INFLATION
	0.49067
	1.057777
	0.463869
	0.6443



	





	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	




















Panel data analysis enables us measure risk variables of particular sector where one dependent variable effected by many variables. For that panel data analysis, ALA is the dependent variable. From that analysis, we can have various information regarding which variables are effecting the dependent variable and how it is going to change the overall financial position and the decision making perspective. Here, we can see some variables have positive and some have negative correlation with the dependent variable. That gives us the information regarding market situation that if the ALA changes positively then the positive correlation variables will react positively and it will increase by its value. On the other side, negatively correlated variables will react negatively and that can create risk for the ALA. In opposite, if the ALA changes negatively then the negatively correlated variables will react vice-bears. That’s why market situation also played vital role in that matter to take an effective decision from correlated covariance.
Standard error is another effective particular to evaluate the situation and which helps a company to minimize their risk. Low standard error always puts some advantage for an organization. It means, the risk factor is low for that company. Here we can see several standard errors for each variable. Among them Inflation and CEA got the highest standard error and that means these two variables are very sensitive for that sector. On the other side, CD got the lowest standard error and it would make less trouble for the banking sector.
Probability is another wonderful outcome of that model. This helps us by providing information regarding the probabilistic data of how much probability the sector is facing to change the each variable. With high probabilistic variables bank needs to be more careful because, they are very much vulnerable when the changes take place. So, bank needs to nurture these variables more carefully. Otherwise, bank will face more exposure to these variables. For the low probabilistic variables, bank needs to be less concern. Because, the probability of changing these variables are less and these going to less impact on the financial decision making though the sector need to put close surveillance on these variables, because, every changes of digit matter in the real world and competitive market.




4.3.4. Results of Random method
	

	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	C
	-0.0365
	0.139836
	-0.26098
	0.7948

	CAP
	0.408136
	0.248414
	1.64297
	0.1042

	CD
	-0.01705
	0.015355
	-1.11067
	0.27

	CEA
	1.120004
	0.95633
	1.171148
	0.2449

	EPS
	0.004447
	0.005518
	0.805892
	0.4226

	NIM
	-0.25502
	0.254969
	-1.00019
	0.3202

	NPL
	0.048661
	0.038039
	1.279243
	0.2044

	ROA
	-0.21009
	0.353575
	-0.59419
	0.554

	ROE
	-0.03278
	0.146449
	-0.22386
	0.8234

	TLA
	0.011262
	0.033271
	0.338479
	0.7359

	INFLATION
	0.492376
	1.05559
	0.466446
	0.6421




Random model is another useful model to take efficient decision and understanding financial situation for a sector. Though in the random model, the variables selected randomly, so that it can give a bank more hypothetical data and realistic data so that a sector can take their every decision more effectively. Here we also need to select dependent variable which is already taken same as the previous model. Only changes take place regarding the independent variables.

From the random analysis, we can see that correlation conveniences were positively and negatively correlated. The effect of these variables took place with the movement of market situation and also did robust movement during the change in the market. Drastic changes only happen when the independent variables are highly negatively correlated. So, that sector need to put more emphasize on all the high negatively and positively correlated variables. 
Random method provides information same as the previous model and where we are getting some type of statistical data for a specific sector. Here, we are also having data standard error, t-table and probability. But this model helps us to, recheck the result of previous model whether that model provided the actual information or not. The function and understanding from these model more or less same.












Chapter-5
5. Conclusion
Banking sector has an important role in economy and development process of country. The level of competition, efficiency and performance in a area depends on few things, like- number and size appropriation of bank, and relative power of specific banking institution. Supply and demand of the banking institution influences the banking system like a product, and in Bangladesh, there is no alternation.
The purpose of this report was to detect determinants of liquidity of commercial banks in the Bangladesh. The panel data regression analysis for liquidity ratios was used. The consequences of models allow us to create resulting decisions. Bank liquidity rises with higher capital adequacy, higher interest rates on loans, higher share of non-performing loans and higher interest rate on interbank transaction. In contrast, financial crisis, higher inflation rate and growth rate of gross domestic product have adverse effects on bank liquidity. The connection between the size of the bank and its liquidity is vague. It could be beneficial to split banks into groups according to their size and to estimate determinants of liquidity separately for small, medium and large banks. We also established that unemployment, interest margin, bank profitability and monetary policy interest rate have no statistically significant consequence on the liquidity of commercial banks.
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