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Executive Summary

[bookmark: _GoBack]The prime objective is to measure the financial performance analysis of Prime Bank Limited. I analyzed the bank’s financial performances using the most widely accepted tool of ratio analysis. I applied financial statement data over the period of 2014-2018. After preparing this report I have come to know that analysis of financial statements helps to overcome financial shortcomings and make future decision and strategies. Prime bank maintained a suitable and attractive position before 2014. The different dimensions are used to measure the bank’s overall performances. The liquidity position of Prime Bank ltd has gone low than before after the year 2014. If we focus on Profitability ratios such as ROA and ROE we can say that in 2018 both the ratios were not in a comfortable position compared to 2014. On the positive note, if we focus on the turnover ratios the Net Interest Margin was good compared to previous years and kept a good operating efficiency in the recent years. Bank also maintained a stable debt position. Although industry lost some of its momentum due increase in non-performing loan PBL maintained a very low NPL rate. If we look at market value the price-earnings ratio increased over the years but EPS has decreased compared to 2014. In the last part I have also done the analysis of DuPont to breakdown ROE.
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1 Introduction


1.1 Background of the report
Finance is responsible for the growing importance for the current banking and financial marketing. With its importance we make sure that there are enough funds and investments and spending are done wisely. A company can develop skills and tactics for using the funds to gain additional capital will improve company’s profitability and will grow possibilities for leveraging new opportunities A Bank is a financial institution which is mainly involved in borrowing and lending money. The banking sector is an importance source of financing for business. Banking sector is growing its services in different financial events every day. In order to survive in this competitive market Banks are looking for better opportunities to provide their clients.
I started my internship program at Satmasjid Road Branch. Internship program is mandatory for the completion of my BBA. It was a three months course from January 5, 2020. During the internship period I got the chance to experience corporate environment and gathered information about current situation of Banking sector. As an intern I was authorized to make report on Financial Performance of Prime Bank ltd. I tried my level best to meet the requirements and produce a quality report. 

1.2 Objective of the report
· Main objective of the report is to analyze the Financial Performance of Prime Bank limited in five years period. 
· Gathering information of current situation about Prime Bank Limited






1.3 Methodology
Two sources of data collection have been used here. They are primary and secondary sources. 
In order to complete this report the methodology is focused on the observation containing proper data collection. Majority of the report is done on the annual reports available on the internet as well as practical observation. So we can say main source of the report is secondary source of collection. This is a fact finding report which analyses the financial performance of Prime Bank limited.

1.4 Scope of the report
The field of my study covers the financial performance of Prime Bank ltd by analyzing various ratios and how it is performing over the years. 

1.5 Limitations of the report
Banking is very large and complex area. Scope is limited to financial performance analysis more of its limitations are given below
· Financial Reports provide number and their break down but may not always provide justification in most of the time.
· Interviewing on the officials was very difficult and was not constructive due generalized answers
· Data and information that are very recent are not available which is a hard to represent actual and up to date position of Prime Bank limited  




2. Overview of Prime Bank ltd
2.1 About Prime Bank
A group of successful local entrepreneurs decided to establish commercial bank with different outlook in the backdrop of economic liberalization. For them it was consistency, competence and excellence delivery of reliable service with higher value products. Prime Bank was established and commencement of business started on 17th April 1995. Prime Bank is continuing its service with highly professional and dedicated team that has long experience in banking industry. 
Prime Bank offers all kinds of commercial corporate and personal banking services covering all segments. Prime Bank always looks on customer satisfaction and their needs. Prime Bank has been successful within a very short period of its existence. Prime Bank has taken a desirable position between its competitors after achieving success in all areas of business operations. Prime Bank since its establishment has focused more importance in technology integration in order to maintain a competitive edge. Their past performance gives a better view of their strength. PBL is better placed to take their customers through fast changing times and opens the route to compete more effectively in the market they operate.
2.2 Subsidiaries
· Prime Bank Investment Ltd
· Prime Exchange Co pte ltd Singapore
· PBL Exchange UK ltd
· PBL Finance Hong Kong ltd
· Prime Bank Foundation
· Prime Bank Securities ltd
2.3 Services: 
· Consumer Banking
· Islamic Banking
· Wholesale Banking
· MSME Banking
· NRB Banking

2.4 Some of the Awards and Achievements:
· ICMAB Best Corporate Performance Award 2009 – 1st Prize (Jointly)
· SAFA Best Presented Accounts Awards 2010 Winner Joint Banking Sector
· 11th ICAB National Awards for Best Published Accounts and Reports 2010 1st Prize in Financial Sector – Banking
· Industry Best Rated Bank Award 2012
· ICMAB Best Corporate Award 2013 1st Position in Private Commercial Banks
· Best Bank of Bangladesh by Global Survey ( Best Emerging Market Bank in Asia) 2013
2. Prime Bank at a glance
	Name
	Prime Bank ltd

	Date of Establishment
	17th April 1995

	Nature of Business
	Banking Service

	Head Office
	Motijheel

	Number of Branches
	146

	Number of ATM
	170

	Number of Subsidiaries
	5

	Listing information
	DSE 27 Mar, 2000,CSE 15 Nov 1999

	Authorized Capital
	BDT 25000 million (as on 31st Dec 2018)

	Paid Up Capital
	BDT 11323 million (as on 31st Dec 2018)

	Chairman
	Azam J Chowdhury

	MD and CEO
	Rahel Ahmed






3. Analysis of Financial Performances
Ratio Analysis
3.1 Liquidity Ratios 
Liquidity ratio determines the ability to convert its assets into cash and pay off its obligations without any significant difficulty. The company’s exposure to liquidity risk arises primarily from the mismatches of the maturities of financial assets and liabilities. PBL maintains sufficient cash and cash equivalents and internally generated cash flows to finance their activities.

(i) Current Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Current Ratio %
	
	1.02
	
	1
	
	1.12
	
	1.07
	
	1.17



Current ratio shows the relation between current assets and current liabilities. It measures the ability of a company to meet its current obligation. Ideal Current Ratio is considered to be 2:1. Higher value of current ratio means more liquidity of the firm’s ability to pay current obligations in time.
Current Ratio= Current Assets/Current Liabilities
Interpretation: In 2014 quick ratio of Prime Bank was 1.17% which is highest among the five years period and which gave a positive signal for the bank. Later it slightly decreased in 2015 to 1.07% but was able to recover and reached at 1.12% in 2016. In 2018 the quick ratio was 1.02%.

(ii) Quick Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Quick Ratio %
	
	1.02
	
	1
	
	1.12
	
	1.07
	
	1.17



Quick ratio also termed as acid test ratio is a supplementary to the current ratio. It shows the connection between quick assets and current liabilities. Quick asset is total current assets excluding stocks. Quick assets include cash and cash equivalents, receivables and short term investments.
Quick asset = quick assets/current liabilities
Interpretation: In 2014 quick ratio of Prime Bank was 1.17% which is highest among the five years period and gave a positive signal for the bank. Later it slightly decreased in 2015 to 1.07% but was able to recover and reached at 1.12% in 2016. In 2018 the quick ratio was 1.02%.





(iii) Cash Reserve Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Cash Reserve Ratio %
	
	5.72
	
	6.76
	
	6.65
	
	7.04
	
	6.71



Cash Reserve Ratio is grossly used as benchmark parameter of measuring bank’s liquidity. CRR is a specified minimum fraction of the total deposits of customers which commercial banks have to hold as reserves either in cash or as deposits with the central bank. According to Bangladesh Bank (BB) order, the current provision of CRR requirement is 5.5% of respective total demand and time liabilities. At present Banks are allowed to maintain CRR with local currency. Over the year Bangladesh Bank has taken different strategies to reduce CRR requirement to cope up with the liquidity crisis. 
CRR = Reserve maintained with central bank/Bank deposits
Interpretation: PBL was able to bring CRR to 5.72% in 2018 from 6.71% in 2014 which is a positive situation for the bank. The higher the CRR, the lesser the amount of money available to banks for lending and investing. Similarly the lower the CRR, the more amount of money is available for lending and investing.




(iv)  Statutory Liquidity Ratio (SLR)

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Statutory liquidity Ratios (SLR) %
	
	15.28
	
	14.96
	
	28.04
	
	33.18
	
	29.83



Statutory Liquidity Ratio (SLR) is the required amount of the deposits banks maintain in the form of liquidity in addition to cash reserve ratio (CRR). Through the years Bangladesh Bank has taken different measures such as to reduce the SLR requirement to cope up with the liquidity crisis. At present the required SLR is 13 % for conventional Banks and 5.5 % daily for Islamic Shari’ah based Banks.
PBLs investment income consist of interest or discounts earned on treasury bills, bonds, gain on government security trading, dividend received on shares and capital gain from sale of securities of listed companies. SLR was poor for PBL in 2015 which stood at 33.18%. When SLR is high banks have less money for operations and hence less money to lend. When this happens loans interest rates often rise. In recent year 2018 it fell to 15.28 %. The lowest rate was 14.96% in 2017.

3.2 Financial Leverage Ratio 
Financial Leverage is very sensitive to understand the overall performances of firm. The key objective of this dimension is to understand how much borrowed capital it has relative to equity provided by shareholders. PBL has no significant concentration of credit risk. The company minimizes credit risk by dealing exclusively with high credit rating counterparties. In order to maintain capital structure PBL may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt. Basic financial liabilities including bank loans, creditors and loans from fellow group of companies and preference shares that are classified as debts are usually recognized at transaction price unless the arrangement constitutes a financing transaction where the debt is measured at the present value of the future payments discounted at market rate of interests. 

(i) Debt to Equity Ratio (D/E ratio)

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Debt to equity %
	
	9.78
	
	9.63
	
	10.24
	
	10.96
	
	9.99



Debt to Equity (D/E) ratio is a leverage ratio that shows how much a company’s financing comes from debt or creditors. A high D/E ratio indicates more credit financing and is considered more risky sometimes, whereas some companies rely on higher debt and makes higher return.   
D/E Ratio= Total Liabilities/Total Shareholder’s Equity
In 2018 and 2017 D/E ratio was 9.78% and 9.63% respectively which is slightly lower than the previous year which was above 10%. Prime Bank maintains subordinated debts in order to optimize capital mix and reduce overall costs of capital. PBL uses debt and equity finance to create value in short, medium and long term. Prime Bank ltd has always tried to keep low non-performing asset NPA. Prime Bank also has been able to maintain lower non-performing loan NPL compared to industry average. Prime Bank has a fully capable Special Asset Management Division (SAMD) dedicated for management and recovery of problem credits.

(ii) Debt Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Debt Ratio %
	
	91.09
	
	91.21
	
	90.71
	
	90.11
	
	90.91



The debt ratio is defined as the total debt to total assets. It is a leverage ratio that measures the amount of total assets that are financed by creditors instead of investors. Investors want to make sure that company is solvent and has enough cash to meet its obligations. Creditors on the other hand want to see how much debt the company has and the ability to repay debts.
Debt Ratio: Total Liabilities/Total Assets
The ratio is almost stable from 2014 to 2016 almost around 90 % or 0.90. In 2017 it increased by 1% to 91.21%. High debt ratio means more risk and investors find the bank is risky as it suggests the bank has taken more debt. Good News is as the ratio is less than 1, it indicates PBL has more assets than liabilities and can pay off its obligations.

(iii) Gearing Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	2014

	Gearing Ratio % 
	
	80.43
	
	79.08
	
	78.18
	
	78.27
	80.96




Gearing Ratio is a measure of company’s financial leverage, it is the level of interest bearing liabilities in its capital structure. It shows the proportion of borrowed funds to its equity.
Gearing Ratio = Debt / (Debt + Equity)
PBL has high gearing ratio as it is over 50% in all the years. In 2014 Gearing Ratio of PBL was 80.96 % which means the financial leverage of PBL was high compared to equity. PBL however decreased their gearing ratio in 2015 to 78.27 % and maintained the ratio around 78.5 % for three years. In 2018 PBL faced a drastic increase again in Gearing Ratio to 80.43 % 


3.3 Turnover or Efficiency Ratios 
It talks about the efficiency in how a firm uses its assets, it measures the efficiency of operations. The banking sector requires a secure and reliable communication infrastructure to ensure operational efficiency. PBL has a robust network infrastructure with scalable secure redundant and load balanced architecture to support its customers.
(i) Non Performing loan Ratio (NPL)

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	NPL Ratio %
	
	6.16
	
	5.45
	
	5.96
	
	7.82
	
	7.61



The NPL ratio measures the effectiveness of banks in receiving repayments on its loans. It is calculated by dividing the NPL by the total amount of outstanding loans in bank’s portfolio. 
From 2015 to 2017 NPL was in declining pattern that indicated efficient management of balance sheet. Later, a severe governance crisis caused the industry to face an increase in NPL. NPL ratio increased of Prime Bank and stood at 6.16 % in the year 2018 but it was still much lower than the industry average. Banking sector indicators appeared concerning in 2018 as Gross NPL ratio increased to 10.30% from 9.31 % in 2017. NPL were on the rise in 2018 on the back of the increasing tendency of habitual defaulters to file write petitions which stall the loan recovery process.



(ii) Capital Ratio or Capital to Risk Weighted Asset Ratio (CRAR Ratio)

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Capital Ratio  %
	
	17.04
	
	14.01
	
	12.45
	
	12.74
	
	12.71




Capital Ratio or Capital to Risk Weighted Asset Ratio (CRAR) also known as Capital Adequacy Ratio (CAR) is used to protect depositors and promote the stability and efficiency of financial system. It is calculated by dividing a bank’s capital by its risk weighted assets. The capital used to calculate CRAR is divided in two tiers. Tier I and Tier II. Tier I capital is the going concern capital and Tier II capital is gone concern capital. As per based III guideline banks are required to maintain a total capital ratio of 10% including common equity Tier I Capital Ratio of 4.50%. There are some phase in arrangements for the Basel III implementation by the Bangladesh Bank which allow the banks to maintain CRAR at 11.25% 11.875%  by the end of 2017 and 2018 respectively. 
CRAR= Tier I capital + Tier II capital/Total Risk weighted Assets
Interpretation: Prime Bank has already been able to maintain CRAR at 17.04% at the end of 2018. 



(iii) Asset Management Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Asset Management Ratio %
	
	4.38
	
	4.31
	
	4.41
	
	4.51
	
	4.42



Asset Turnover measures the value of a company’s revenue or sales relative to the value of assets. A higher asset turnover means the bank is more efficient.  Conversely if a company has low asset turnover it means it is efficient enough in using assets to generate sales. A company that has cash as only would have asset turnover ratio between 0 and 0.1
Asset Turnover Ratio= Revenues/Total asset
Asset turnover ratio has decreased in the year 2016 and 2017 for PBL but made a slight climb to 4.38 % in the year 2018. The highest strike during the five year period was in 2015 at 4.51% 





(iv) Operating inefficiency

	
	2018
	2017
	
	2016
	
	2015
	
	2014

	Operating inefficiency %
	55.66
	55.77
	
	52.11
	
	51.07
	
	48.29




Operating efficiency ratio shows the relation between total operating expense and total assets. A lower efficiency ratio means the bank is operating better. An efficiency ratio of 50% or under is considered optimal. 
Operating efficiency = Total operating expense / total assets
Operating efficiency of PBL was optimal in the year 2014 stood at 48.29%. A lower efficiency ratio indicates that it takes less cost to generate income. From 2015 to 2018, there was an increase in operating efficiency ratio. In 2018 operating efficiency was at 55.66% which is a bad indicator for the bank. 



3.4 Profitability Ratio  Profitability ratios are used to compare companies in the same industry since profit margins will vary from industry to industry

(i) Gross Profit Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	2014

	Gross Profit Ratio %
	
	54.72
	
	55.28
	
	52.97
	
	45.85
	43.33



Gross Profit ratio also known gross profit margin compares the gross margin of a company to its revenue. It helps to evaluate the operational performance of the business. The ratio indicates the percentage of each Taka of revenue that the bank retains as gross profit. For eg, if ratio is 20 % it means for every taka of revenue generated, taka 0.20 is to be retained while taka 0.80 is to be attributed to the costs.
Gross Profit Ratio= Gross Profit/Net Sales
From 2014 to 2017 gross profit of PBL increased every year. In 2014 gross profit ratio was 43.33 %, in 2015 it was 45.85 %, in 2016 it increased to 52.97%, in 2017 it increased to 55.28 %. In 2018 it slightly decreased to 54.72 %. We can say that in the year 2016 to 2018 PBL had good gross profit ratio above 50% which is sufficient enough to cover expenses and indicates bank can make more profit.




(ii) Return on Assets Ratio (ROA)

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	ROA %
	
	0.76
	
	0.38
	
	0.81
	
	0.8
	
	0.91



ROA measures how efficiently profits are being generated from the assets tied up in the business when compared with the ratios of firms in the similar industry. ROA gives a clear idea how efficient a company’s management is at using its assets to generate earnings. ROA takes into account a company’s debt unlike other metrics such ROE. A high ROA shows the company has a solid performance as far as finance and operation of the company is concerned.
In the year 2015 there was a decrease in ROA to 0.8 % from 0.91% but still was termed as satisfactory. In 2017 ROA stood at 0.38% which is below compared to previous year, nut ROA outperformed the industry averages in these years. The decrease in ROA was because PBL concentrated more on quality and cautious lending than reckless expansion of credit portfolio to prevent balance sheet risk from any unpredicted failures


  


(iii) Return on Equity (ROE)

ROE shows how smoothly and efficiently a firm can operate to generate profits and grow business by using shareholders money. It shows how the company management is using financing from equity. It allows investors to read previous or past earnings and see how effective a company is at generating profit for shareholders.
Return on Equity (ROE)= Net income/ Total Shareholder’s Equity

	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	ROE %
	8.35
	
	4.28
	
	8.68
	
	8.09
	
	9.78



PBL build good relations with their clients and provides solutions that meet desired needs such as retail products, wealth management, transaction banking and corporate finance. Through these activities PBL generates ROE. In 2014 PBL had highest ROE of 9.78% which showed that the company was investors fund effectively. In 2015 and 2016 there was a slight decrease in ROE but still both indicators ROA and ROE outperformed the industry average in 2015, In the year 2017 there was a drastic change in figure, PBL face a reduction in ROE by 4 %. PBL managed to overcome the negative situation and realized gain in the year 2018. The ROE was 8.35 % in 2018.




(iv) Net Interest Margin (NIM)
Net Interest Margin (NIM) is one indicator of Bank’s profitability and growth. Net Interest Margin is the difference between the interest income and the interest paid. It shows how much it generates on interest from credit products compared to interest it pays out on deposits.    
Net Interest Margin = Interest income-Interest Expense/Total Assets


	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Net Interest Margin %
	
	3.62
	
	2.56
	
	2.02
	
	0.86
	
	1.91




Interpretation: NIM of PBL increased from 2015 to 2018. In 2018 NIM stood at 3.62% and in the year 2017 it was 2.56 %. It indicated that bank is good at managing the interest rate of loans and deposits.




(v) Cost Income Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	2014

	Cost Income Ratio (%)
	
	55.93
	
	55.98
	
	52.11
	
	51.08
	48.29


   
Cost income ratio shows expense in relative to its income. It is very important financial tool in bank evaluation. It is emerging measure of Bank’s efficiency.
Cost Income Ratio= Operating expense/Operating Income
Cost Income Ratio of Prime Bank increased from 48.29% to 55.98% during the year 2014 to 2017. PBL was struggling to manage its costs and faced overspending to generate revenue. In 2018 there was a very slight decrease in cost income ratio and it fell to 55.93 % from 55.98 %. Costs were rising at a higher rate than income. PBL needs to be more efficient in managing costs and should not overspend. 





3.5 Market Value Ratios Market Value ratios help us to understand the current value of stocks. It helps investor to study the price of stocks and whether they are correctly valued in the market or not. There are two categories in value of shares, they are overvaluation and undervaluation. If a share is overpriced there is chance that the price will fall in the future and if a share is underpriced there is a chance that price will rise in future. The different types of market ratios are discussed below.
(i) Price Earnings Ratio (P/E)

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Price Earnings Ratio  (Times)
	
	9.21
	
	29.3
	
	8.31
	
	8.71
	
	8.43



P/E ratio helps the investors to study the market value of stock as compared to the company’s earnings. A high P/E ratio indicates that the stock price is high compared to earnings and can be overpriced. However it is not necessarily a better investment than one with a lower P/E ratio. A low P/E indicates that the stock price is undervalued. 
P/E ratio= Market Value per share/ Earnings Per share
in 2018 P/E was 9.21. The highest t peak of P/E ratio for Prime Bank ltd was in the year 2017 which means investors we willing to pay a higher share price because of growth expectations in the future. From 2014 to 2016 P/E was stable around 8.5 %



(ii) Earnings Per Share Ratio

	
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Earnings Per Share (Taka)
	
	1.93
	
	0.94
	
	1.94
	
	1.89
	
	2.11



Earnings per share are a market prospect ratio that shows how much net income has been earned from each share of common stock. It is also known as net income per share.  
EPS= Net Income/ Average outstanding shares 
In 2018 PBLs earning per share was BDT 1.93 compared to BDT 0.94 in previous year. In 2016 EPS was BDT 1.94 and in 2015 EPS was 1.89. In 2014 EPS stood at BDT 2.11 which was the highest during the five years period. The bank was more capable of generating large dividend for investors in that time.







(iii) Dividend Yield Ratio
	
	2018
	
	2017
	
	2016
	
	2015
	
	2014

	Dividend Yield %
	7.02
	
	6.2
	
	9.04
	
	8.29
	
	7.65



Dividend Yield shows the amount it gives out in dividends each year compared to its stock price. With Dividend Yield investors can measure their earning on investment in stocks.
Dividend Yield = Annual Dividend / Current Stock Price
In 2016 PBL had high dividend ratio compared to other years which means PBL paid its investors large dividend compared to the fair market value of stock. In 2018 Dividend Yield was 7.02 % compared to 6.2 % in previous year.


4. DuPont Three Component Analysis
DuPont analysis is a way of mathematical breakdown that shows further understanding into components that drive a firm's return on equity or ROE. ROE is a measure of corporate profitability more precisely how successful a company is in managing its assets to acquire profits. Return on Equity is expressed in percentage and requires that a company has both positive net income and equity.
The three component DuPont breakdowns are: profit margin, total asset turnover and financial leverage. The formula can be explained as net profit divided by net revenue, net revenue divided by total assets and lastly total assets divided by shareholder's equity.
It allows identifying the component that has contribution to firm’s return on equity.
Every one of these components can be found on the financial statements. Net Profit and net revenue is found on income statement of a company and total assets and total equity is found on balance sheet of a company.
This model is useful to analyze ROE to compare different business performance and is very useful to investors. If an investor is not happy with a low ROE the management can use this model to spot the problem area whether it is lower profit margin or lower asset turnover or bad financial leverage. Once the problem component is identified company can try to correct and address it with investors or shareholders. It is to be noted that it is natural for a company to contain lower ROE in the beginning stage and is not a alarming reason for investors.

ROE = Net profit/Net revenue X Net Revenue/Total Assets X Total Assets/Shareholder’s Equity
Or
ROE = Profitability ratio X Asset Turnover X Equity Multiplier





Below we look closely on the 3 step DuPont Analysis on Prime Bank ltd. We will emphasize the three components below
In the table we can see year-wise breakdown of ROE
Table DuPont 3 component Analysis
	Year
	2014
	2015
	2016
	2017
	2018

	Profit Turnover Ratio
	0.20099
	0.17717
	0.18256
	0.08709
	0.16960

	Asset Turnover Ratio
	0.04422
	0.04516
	0.04416
	0.043189
	0.04388

	Financial Leverage Ratio
	11.00600
	10.12008
	10.76622
	11.38438
	11.22576

	ROE %
	9.78 
	8.09
	8.68
	4.28 
	8.35 



Profit Turnover Ratio: It is called net profit margin which is the ratio of bottom line profits compared to total revenue which is one important basic measures of profitability. 
If we look at the five years period, In 2014 PBL had the highest profit turnover ratio which was 0.20099. Lowest profit turnover ratio was in 2017 stood at 0.08709.  
Asset Turnover Ratio: Asset Turnover Ratio shows how efficiently a company uses its asset to generate revenue. The ratio is helpful when comparing two similar companies. 
From 2014 to 2018 asset turnover ratio was around 0.044. If we look closely there was slight decrease in asset turnover ratio in the year 2017 and 2018 which was 0.043.
Equity Multiplier: It is Financial Leverage ratio which explains indirect study of a company’s use of debt to finance its assets. Using too much debt can increase ROE but can create undesirable risks. 
PBL had a high equity multiplier in 2017 and 2018 compared to previous years. In 2014 Equity Multiplier was 11.0060, in 2015 it came down to 10.12008. In 2016 it was 10.7662. In 2017 Equity Multiplier was high stood at 11.3843 and in the year 2018 it was 11.2257.
ROE: Return on Equity Measures the rate of return on ownership interest of a business and is not important if earnings are not reinvested in the business. A high ROE can mean the company is successful in generating profit but does not shows the risks related with the in that return.
From the five years period in 2014 PBL had the highest ROE at 9.78 % and in 2017 had the lowest which was 4.28%. In 2018 PBL has overcome their ROE to 8.35 %


5. DuPont Five Component Analysis
Five components DuPont Analysis breaks down the profit margin into two external obligated components. They are tax and interest burden activities.. It shows how tax and interest affect ROE. Tax burden is the part of profits kept after paying taxes. Interest burden shows how interest is affecting profits. If a company has no debt the ratio will be 1. If interest expense is zero then interest burden ratio is one. Operating margin income is the operating income. The first four components are also ROA here.
ROE = Tax Burden Ratio X Interest Burden Ratio X EBIT Margin X Asset Turnover X Equity Multiplier
ROE = Net Profit/EBT X EBT/EBIT X EBIT/Net Revenue X Net Revenue/Total Assets X Total Assets/Total Equity


Table DuPont 5 component Analysis (2014-2018)
	Year
	2014
	2015
	2016
	2017
	2018

	Tax Burden ratio
	0.729573
	0.777252
	0.936034
	0.585176
	0.55499

	Interest Burden ratio
	0.532813
	0.465966
	0.407330
	0.336497
	0.68840

	Operating Margin ratio
	0.517050
	0.489190
	0.478832
	0.442295
	0.44336

	Asset Turnover Ratio
	0.04422
	0.04516
	0.04416
	0.043189
	0.04388

	Financial Leverage Ratio
	11.0060
	10.12008
	10.7662
	11.3843
	11.2257

	ROE %
	9.78
	8.09
	8.68
	4.28
	8.35



In five component segment, the two additional areas that might have the contribution to ROE are tax and interest burdens. 
Tax burden: The first component is the tax burden which is the ratio of company’s net profit to earnings before taxes. Tax burden effectively equals 1 minus Tax Rate. A high tax burden means the company is keeping more pretax income which results in higher ROE. A lower tax burden means the company is keep less pretax profit which can result in lower ROE.
In 2014 and 2015 PBL had a tax burden ratio around 0.7. In 2016 there was notable increase in tax burden ratio to 0.93 which was reduced significantly to 0.5 in 2017 and 2018.  
Interest Burden Ratio:  The second component is interest burden ratio which is the ratio of earnings before taxes to earnings before interest and taxes. It gives us the picture of EBIT leftover after subtraction of interest expense. If a company wants to achieve a high ROE it must lower its interest expense so that EBT/EBIT ratio is high.
In 2014 PBL faced interest burden ratio of 0.53 which was reduced to 0.48 in 2015. We can also see PBL had a low interest burden ratio in the year 2017 which stood at 0.33 and had a significant rise in interest burden high ratio in 2018 which stood at 0.68.
We can see changes in percentage from previous year to new years.
	Elements
	% Change From 2014 to 2015
	% Change From 2015 to 2016
	% Change From 2016 to 2017
	% Change
From 2017 to 2018

	NET Revenue
	1.40
	-0.41
	1.03
	6.18

	Net Profit
	-10.61
	2.61
	-51.79
	106.7

	Total Assets
	-0.70
	1.83
	3.32
	4.48

	Total Equity
	7.98
	-4.27
	-2.28
	5.96

	EBIT
	-4.06
	-2.52
	-6.67
	6.43

	EBT
	-16.09
	-14.78
	-22.89
	117.75

	Tax Burden Ratio
	6.53
	20.42
	-37.48
	-5.15

	Interest Burden Ratio
	-12.54
	-12.58
	-17.38
	104.57

	Operating Margin Ratio
	-5.38
	-2.11
	-7.63
	0.24

	Asset Turnover Ratio
	2.03
	-2.21
	-2.06
	1.59

	Financial Leverage Ratio
	-8.04
	6.38
	5.74
	-1.39

	ROE
	-17.28
	7.29
	-50.69
	95.09



6. Findings and Conclusion
Findings:
Every Business has ups and downs in their lifetime. It is normal for a company to face downturn after maturity period. In this report I have found some imperfections that Prime Bank has to overcome. Prime Bank ltd continued an attractive position after their establishment. I have done ratio analysis that will help PBL validate or disprove financing investment and operating decision. From this report we can say there are lacking that needs attention. 
· The liquidity position of Prime Bank ltd such as Cash reserve Ratio, Current Ratio and SLR has gone low than before after the year 2014. 
· If we focus on Profitability ratios such as ROA and ROE we can say that in 2018 and 2017  both the ratios were not in a comfortable position compared to 2014. 
· If we look at the efficiency ratios the Net Interest Margin was good compared to previous years and kept a good operating efficiency in the following years. 
· Total Asset Turnover was low in 2018 compared to 2014  
· Attractive side is Non Performing Loan decreased every year. 
· CRAR has been increasing every year. 
· PBL has maintained a stable low debt position. 
· If we look at market value the price earnings ratio increased over the years but EPS has decreased compared to 2014. 

Conclusion:
Banking industry is becoming very competitive day by day. The industry boomed in the last few decades and in the modern civilization banks are playing magnificent role to keep the economic development wheel moving. The primary task for most banks is to survive by managing assets and liabilities in an efficient way. 
From Performance evaluation of Prime Bank we can say that organization did well in their operations in their past years although there needs to be more attention on ROE and ROA. There are declines in the liquidity ratios such cash reserve ratio, total asset turnover was fluctuating. On the positive side net interest margin was good for the bank and kept a suitable debt position. Although industry lost some of its momentum due increasing rate of non-performing loan Prime Bank always tried its level best to maintain low non-performing loan rate. CRAR has also been increasing for the bank. Bank has been able to maintain good operating efficiency. Price earnings also increased for the bank. Prime Bank has opportunities to do well with their efficient management and must find their own ways to sustain in the changing environment.
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