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Executive Summary
This report is an internship report prepared as a prerequisite for the achievement of the BBA program from United International University. The main objective of the internship was to publish "the learnings in the workplace" and translate the theoretical ideas into the student's real experiences. In this program, students must join any organization to learn how to perform job responsibilities. During this period, they must prepare their internship report based on this organization and present it to their supervisor.

In this context, after completing my BBA program, I was assigned to City Bank Limited to work as an intern. During these three months of probationary period, I chose to prepare my report on the title "THE RELATIONSHIP BETWEEN NON-PERFORMING LOANS AND THE PROFITABILITY OF CITY BANK LIMITED" for my internship report under the supervision of City Bank, Mr. Shafikul Islam (Branch Operations Manager).

The internship report is consist of five elaborate chapter. The first chapter is introduction of the study that describes few necessary side for what the report is being prepared. It includes the background, objectives, limitation or difficulties, methodologies and scope of the study. The Second chapter is about organizational overview that includes history, mission, vision, products. Financial highlights of the city bank limited and so on. The Third chapter is literature Review that help a reader of this study to understand all the key terms easily. The Fourth chapter and the main chapter named the analysis and findings of the relationship between NPL and profitability of City Bank Limited where the data of the percentage of the non-performing loans and the profitability are being analysed by the regression alaysis. The last chapter, fifth chapter consists few suggestion and conclusion for the betterment of the profitability management of City Bank Limited.
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Chapter One:
Introduction of the study


[bookmark: _Toc13110047]1.1 Background of the report
This report is an internship report prepared as a requirement for the completion of the BBA program. The primary goal of the internship was to publish "on the job" and translate the theoretical ideas into the student's real-life experiences. At this program, students have to join any organization so that they can learn how to perform job responsibilities and during this intern period students have to prepare their internship report based on that organization and have to submit the report to their supervisor.
In this context, after completion of the courses of my BBA program, I was allocated to the City Bank Limited to work as an intern. during my internship period, I chose to prepare my report on the title named "‘THE RELATIONSHIP BETWEEN THE NON-PERFORMING LOANS AND THE PROFITABILITY OF CITY BANK LIMITED’." for my internship report under the supervision of the City Bank's, Mr. Shafikulislam(Branch Operation Manager).
[bookmark: _Toc13110048]1.2 Objectives of the report
The study objective is to develop relations with theoretical and practical learnings and the actual situation of the City Bank. During my BBA program, I learned various subjects of different courses, influencing an organization in different aspects, here it is mainly taken into account. The objectives of the report are separated into two parts:
[bookmark: _Toc13110049]1.2.1 Primary objective:
Submitting the internship report successfully with maintaining all requirements of the study is the primary objective of this report.
[bookmark: _Toc13110050]1.2.2 Specific objectives:
I. To analyse the City Bank Limited
II. To analyse the relationships between the non-performing loans with the profitability of City bank limited.
III. To recommend few ideas so that the bank can improve its shortcomings regarding non-performing loans.
[bookmark: _Toc13110051]1.3 Methodology of the report
To make this report more meaningful, I have aggregated a lot of information from several sources so that it become easy for me to create an effective report. The sources are divided into two parts.
a. [bookmark: _Toc13110052]Primary Sources: The primary sources of the study are:
I. Formal and informal communication with the employees of City Bank Limited.
II. From my own internship experience by working in City Bank Limited.
III. From annual reports of City Bank Limited.
b. [bookmark: _Toc13110053]Secondary Sources:
I. Several published articles from renowned researcher.
II. Online resources are followed to apply regression analysis properly.
III. Several leaflets and brochures of City Bank Limited.
[bookmark: _Toc13110054]1.4 Limitations of the report
While preparing the report as well collecting information for the study, I have to pass a lot of difficulties. These limitations are listed below:
a. Data Confidentiality:The confidentiality of information became a significant limitation that prevented the study. When collecting information from City Bank Limited, the company did not disclose sufficient information for the privacy statement.
b. Short time period:Time has been another limitation to the preparation of this report. The internship program was too short, it was not possible to highlight everything.
c. Office work pressure:There were other limitations in limiting this relationship to being more detailed or analytical in the office workforce.
d. Unavailability of resources:Enough records, the publications were not available according to my needs.


Chapter Two:
Organizational Overview


[bookmark: _Toc13110055]2.1 Background of City Bank Limited
The City Bank Limited is one of the oldest commercial banks in Bangladesh. Among the five ancient commercial banks of Bangladesh, the bank is a leading bank that started operations in 1983. On March 27, 1983, the bank opened the first branch and started its first branch, BB Avenue in the Capital of Bangladesh, Dhaka. It was the visionary entrepreneur of 13 local businessmen who fought bravely and strong uncertainty and risk, which led to the creation and future of the bank. The directors of these sponsors started the capital with the capital of 3.4 billion rupees, which is now capital and reserves worth 330.77 billion rupees as an honourable bill. City Bank does not follow a decent, geographically managed, branch-based business or profit model in some of the local banks.
Under the real-time online banking platform, four categories are supported by a strong service delivery or operation configuration, as well as backed by a smart computer network. These centralized business models and operating models provide specialized processing and service to various customer sections of the bank.
Presently, there are 87 online branches and 10 SME service centres in the bank, out of which there is a fully owned branch of Islamic banking. In addition to these traditional delivery points, the option is very active in the bank in case of delivery. Currently, there are 46 ATMs; And DAB sharing with a partner bank that has more than 550 ATMs; SMS banking; Interest bank and so on. He has already started operation of his call centre. The bank wants to end this year with 100 ATMs.

City Bank will issue two currency credit cards of the first bank in Bangladesh. The bank provides the leading member of Visa International and a plastic local currency (in Taka) and foreign currency (US dollars) card limits. The VISA Debit Card is another popular product that the bank is trying to reduce the quiz among the 400,000 independent customers created by an incredible foundation. Visa prepaid cards are being introduced for the travel industry.
City Bank launched American Express Credit Card and American Express Gold Credit Card in November 2009. City Bank brand local custodian and new credit card provider responsible for all activities related to billing and accounting, customer service, credit management, and billing approval, as well as the marketing of Bangladesh. Both cards are accepted by the international card and millions of business operators in the American Express Merchant network worldwide in over 200 countries and territories including Bangladesh. City Bank has also introduced exclusive Card Member facility as part of the Express-Select Selections program in Bangladesh. This allows all members of the American Express Card to enjoy excellent savings in retail shops and restaurants in one of the best companies in Bangladesh. It provides incredible advantages around the world.
City Bank is one of the country's largest corporate banks, which is a current business model that strongly encourages and supports the growth of banking in private and small businesses. The bank will soon open many independent SME centers across the country. Banks are very active in the remittance sector abroad. This is a close relationship with major commercial organizations in the Middle East, Europe, the Far East, and the United States, with thousands of private remittances coming every month in the country. The current top officials of the bank are mainly members of multinational banks and members of their respective "specialist" areas with management skills and advanced knowledge. The new launch logo and the bank's payment line are the first steps in this direction.
City Bank is proud to provide very personalized and friendly customer service. It has implemented a personalized service excellence model named GAP (please-plugging) that aims to guarantee customer satisfaction by establishing a benchmark for achieving goals.
[bookmark: _Toc13110056]2.1.1 Mission
The Corporate mission of City Bank Limited are:
1. To reach the highest level of customer satisfaction for service expansion by a team of dedicated and sent professionals
2. Maintaining market share continuing to ensure quality
3. Contribute to the socio-economic development of the country
4. Ensure participatory management system and human resources empowerment
5. Increase bank profit by ensuring the permanent increase
6. Create a favourable environment where innovation and performance are rewarded.
7. Maintain high morale and moral standards
[bookmark: _Toc13110057]2.1.2 Vision
Be the leading bank of the country with best practice and supreme social commitment.
[bookmark: _Toc13110058]2.1.3 Strategic planning
Despite the extreme competition between banks operating in Bangladesh, both locally and internationally, CT Bank Limited has made tremendous progress in all areas of its work. CBL's business is much more intrinsic and larger than other banks in the country. Banking theme "Banking for Relations". The main objectives of CBLL are to create a solid capital base, to make good profits and to provide satisfactory and satisfactory dividends to shareholders of respected social commitments. To achieve these goals, management continually strives to improve the quality of the bank by identifying potential depositors and good creditors. Because he believes that "the line of superiority does not end". Strategic planning and activities will be his strength in this highly competitive environment.
(Source:Annual report 2018)
[bookmark: _Toc13110059][image: ]2.2 Organogram of City Bank Limited

[bookmark: _Toc13110060]2.3 Financial Highlights
	Balance Sheet
Particulars
	2015
	2016
	2017
	2018

	Cash
	15,437,617,332.00
	24,484,298,511.00
	23,787,103,908.00
	19,440,423,683.00

	In hand (Including foreign currencies)
	2,998,982,425.00
	3,788,022,776.00
	4,447,800,960.00
	5,423,445,923.00

	Balances with Bangladesh bank and sonali bank (Including foreign currencies)
	12,438,634,907.00
	20,696,275,735.00
	19,339,302,948.00
	14,016,977,760.00

	Balance with other banks and financial institution
	15,915,975,258.00
	14,085,672,503.00
	13,693,645,550.00
	28,498,384,942.00

	In Bangladesh
	15,502,528,823.00
	13,180,057,080.00
	12,704,276,112.00
	27,798,009,404.00

	Outside Bangladesh
	413,446,435.00
	905,615,423.00
	989,369,438.00
	700,375,538.00

	Money at call and short notice
	95,379,167.00
	91,379,167.00
	89,379,167.00
	89,379,167.00

	Investment in shares & securities
	26,016,962,928.00
	27,896,112,618.00
	31,931,554,373.00
	33,488,220,237.00

	Government
	19,691,517,972.00
	22,048,912,713.00
	22,099,527,532.00
	23,636,105,055.00

	Others
	6,325,444,956.00
	5,847,199,905.00
	9,832,026,841.00
	9,852,115,182.00

	Loans, cash credits, overdrafts/General Investments
	138,156,604,652.00
	168,770,828,388.00
	192,350,678,263.00
	228,564,323,030.00

	Bills discounted and purchased
	4,858,067,512.00
	7,275,392,955.00
	4,722,154,652.00
	3,310,631,492.00

	Total
	143,014,672,164.00
	176,046,221,343.00
	197,072,832,915.00
	231,874,954,522.00

	Land, building, furniture and fixtures (Including leased assets)
	8,172,221,437.00
	3,470,156,210.00
	3,642,729,555.00
	3,989,868,437.00

	Non-Banking Assets
	792,824,667.00
	956,925,360.00
	881,668,179.00
	1,033,701,289.00

	Other assets
	4,759,716,534.00
	7,723,972,014.00
	6,968,167,092.00
	8,525,506,505.00

	Total assets
	214,205,369,487.00
	254,754,737,726.00
	278,067,080,739.00
	326,940,438,782.00

	Borrowings from other banks, financial institutions and agents
	22,079,989,593.00
	31,695,262,081.00
	38,729,567,834.00
	61,249,736,296.00

	Current /Al-Wadeeah current and other deposit accounts
	20,417,719,100.00
	24,384,173,334.00
	25,072,617,911.00
	27,381,535,632.00

	Bills payable
	1,976,445,056.00
	1,587,153,855.00
	1,355,732,100.00
	1,521,442,000.00

	Savings deposits/Mudaraba Savings Deposits
	31,213,313,434.00
	34,994,257,334.00
	39,082,904,954.00
	44,278,439,530.00

	Mudarabba/ Term and Fixed deposits
	89,798,021,718.00
	113,451,963,172.00
	117,391,667,208.00
	131,679,045,353.00

	Total Deposits
	143,405,499,308.00
	174,417,547,695.00
	182,902,922,173.00
	204,860,462,515.00

	Other liabilities
	21,136,243,153.00
	25,785,244,407.00
	23,005,504,719.00
	27,112,955,062.00

	Subordinated Debt/Mudaraba bond
	3,000,000,000.00
	3,000,000,000.00
	7,250,000,000.00
	8,800,000,000.00

	Total liabilities
	189,621,732,054.00
	234,898,054,183.00
	251,887,994,726.00
	302,023,153,873.00

	Capital /Shareholders'' Equity:
	24,581,102,654.00
	19,856,588,273.00
	26,178,985,506.00
	24,917,180,492.00

	Paid up capital
	8,757,980,310.00
	8,757,980,310.00
	9,218,926,640.00
	9,679,872,970.00

	Share Premium
	660,857,013.00
	660,857,013.00
	1,504,388,797.00
	1,504,388,797.00

	Statutory reserve
	5,002,816,644.00
	6,100,191,727.00
	7,130,574,430.00
	8,001,559,112.00

	Dividend Equalization Fund
	-
	176,928,877.00
	530,786,631.00
	530,786,631.00

	Retained earnings
	2,159,706,674.00
	2,985,335,511.00
	2,946,080,404.00
	2,068,909,234.00

	Other Reserve
	-
	-
	4,848,228,604.00
	3,131,663,748.00

	General reserves and others
	7,999,742,013.00
	1,175,294,835.00
	-
	-

	Minority Interest
	2,534,779.00
	95,268.00
	100,507.00
	104,416.00

	Total Equity
	24,583,637,433.00
	19,856,683,541.00
	26,179,086,013.00
	24,917,284,908.00

	Total liabilities and shareholders' equity
	214,205,369,487.00
	254,754,737,724.00
	278,067,080,739.00
	326,940,438,781.00

	NAV
	28.07
	22.67
	28.4
	25.74




Chapter Three:
Literature Review


[bookmark: _Toc13110061]3.1 Definition of Profitability
According to the google dictionary, profitability is the degree to which a business or activity yields profit or financial gain.
The profitability of financial statements and the analysis of business performance is one of the four building blocks. The other three solvency, efficiency, and market potential.  Traders, investors, and managers use these key concepts to analyze how a business works and to analyze the future of feasibility if properly analyzed.
The two main aspects of profit are income and expenses. Business Income Income The amount of money received from customers by selling the product or providing the service. Generating income is not free, however. Companies must use these resources to manufacture and supply these products.
Resources, such as cash, are used for production costs, such as wages, rent, utilities, and other requirements of the production process. Profitability shows the relationship between revenues and expenses to see if a business is doing well and to see potential increases in the future.
(Source:Accounting dictionary, available at:https://www.myaccountingcourse.com /accounting-dictionary/profitability)
[bookmark: _Toc13110062]3.2 Definition of Non-performing loans
An Unsecured or Non-performing loan (NPL) is a sum of debt that the lender does not pay for a specified period. While the exact elements of the default status vary according to the terms of a particular loan, "no money" is usually defined as meaningless meaning of origin or interest. The deadline varies according to the sector and the type of loan. Generally, this time is 90 or 180 days.
An inappropriate loan (NPL) is turned off by default or the default value is close. Once the debt is suspected, the borrower is less likely to pay full. If the borrower resumes the payment in NPL, it becomes a cyclone loan even if the borrower does not pay for a missed payment.
In the banking sector, commercial loans are considered inappropriate if the borrower does not make zero interest or principal within 90 days or expires for 90 days. In the case of consumer credit, it is classified in the receiving section of receiving within 180 days.
(Source: Investopedia, available at: https://www.investopedia.com/terms/n/nonperforming loan.asp)
[bookmark: _Toc13110063]3.3 Non-performing loan in Bangladesh
Deposits and loans are divided into two categories of a bank's core activities. The main objectives of a bank are to collect deposits from the surplus part (from the depositor) and the deposit funds are provided in the part of the deficit (ie the only one). Loan or investment is the life of a bank. But this lifestyle of the bank is often corrupted by a germ known as bad credit or non-performing loan (NPL).
[image: ]According to Daily Sun, An online economic observer of Bangladesh, the Non-Performing Loan (NPL) is a part of the debt that is already close to default or default. When a bank fails to collect the principal amount of interest or loan, then the loan is considered NPL. According to the Bangladesh Bank classification, eight debt levels have been defined, including Superior, Good, Accessible and Margin / Checklist, Specification Account, Underlying Standard, Suspect and Bad & Lose (BL). According to the indications of Bangladesh Bank, Sub Standard (SS), Suspicious and Bad & Loss (BL), it is considered a non-loan loan (NPL).

One of the problems of banking problems in the banking sector in Bangladesh in recent decades is that of the NPL the international standard of NPL is 2% or less, but it is much more in our country. The NPL percentages of Bangladesh are 5-6 times more than the dangerous quality for this sector. Update of NPL data and quarterly review by Bangladesh Bank.
According to data from the Bank of Bangladesh, the NPL ratio was 9.31% in December 2007, 10.67% in September, 017, 10.13% in June 2007 and 10.53% in March 2017. The NPL ratio in December 2016 was 9.23% in December, 10.34% in September. , 10.06% in June and 9.92% in March. The NAPL ratio was 8.79% in 2015. It is noted that the NPL ratio increases with the deadline.
The most frequent causes of NPL due to the wrong customer chosen during the loan approval. In many cases, the banks did not identify the exact customer and the customer made a wrong decision in the selection. The habit of this opportunity is accepted by the defaulter. They borrowed from the bank with the property will because they did not compromise the debt or repay the loan. These types of customers regularly withdraw funds from their business for use outside the company. Most of the diverted funds are used for specific investments, which cannot generate revenue for loan interest payments.
The failure of the smallest client debt becomes a default without a negative purpose. There is not enough financial literacy for them to accept loans and interest. Due to lack of knowledge of the project or company, some project loans are non-compliant. Customers often borrow from the bank and start a new business, but there is no idea or knowledge of their new business. If the project does not run smoothly or if the task is not managed properly, the debt becomes the default. This is one of the main reasons for NPL.
Due to increased competition in the market, banks increase existing credit lines for existing customers or increase the business volume beyond the limits of new customer approval. So the customer has invested in excess of the designated business. As the volume of business is not extended, the subscriber cannot bear or bear the burden of an extended amount of interest. Excessive overloading the default line pushes the customer. Nowadays this event is in the banking sector.
NPL increases for the aggressive, dishonest and indirectly targeted banking activity. Banks do not test and refine the loan file because of the pressure to achieve the target. Exercise between unhealthy and bad competition and practice banks and bankers. Sometimes the political pressure affects the approval of debt that is not eligible. Volunteer defaulter is often classified, despite having a written application in the High Court division, keeping them negligent. This practice is widely used and is practiced by a normal deficit. Using these opportunities they take a new loan from other banks. It is sometimes noted that the bankruptcy with this loan time.
Banks have negative implications for NPL's daily activities and its profits. Banks must maintain additional provisions against outstanding loans which directly affect net profits. According to the Bank of Bangladesh guidelines, banks should maintain 20 percent of the shares on Standard Sub (SS) loans, 50 percent commission of suspicious loans and 100 percent commission on bad and damaged loans. So, NPL is higher, the profit below and vice versa.
Because of excessive portfolio of NPL, a bank became weak and highly profitable. Huge NPL portfolio hampered the bank's efficiency to profit. NPL also affects the economic growth. NPL growth is a feature of the country's financial crisis. NPL prevents the circulation of money in additional markets which negatively impacts this sector.
After repayment of loan, NPL amount of bank blocked. NPL interest income has also been discontinued, which translates into income reduction in generation. Since the funds have been blocked and the income is closed, the bank does not re-invest the amount of loan or earn any income from that fund. So, it prevents the overall position of the bank's cash flow.
Simple, effective and secure investment prerequisite for the development of a country's economic cause. Currently our heavy burden with the high percentage of our banking sector NPL. Banks will develop corporate governance and governance of NPL portfolio at a strategic level. As a regulatory authority, a common assessment database should be introduced for parallel securities in Bangladesh Bank and should be strictly governed by debt policy, debt reform policy and other related credit policies to manage NPL.
[bookmark: _Toc13110064](Source: Daily Sun, An online economic observer of Bangladesh, Title: Causes of non-performing loan and effects on banking sector, Available at: https://www.daily-sun.com/post/311639/2018/05/27/Causes-of-nonperforming-loan-and-effects-on-banking-sector)
[bookmark: _Toc13110065]3.4 Brief discussion of regression analysis
In the case of statistical modelling, regression analysis is a set of statistical processes for estimating the relationships between variables. More specifically, regression analysis to realize that any independent variable is an optional variable (or 'standard variable), the standard has changed, the other independent variables are fixed.
Usually, the focus is on the amount of distributed distribution or on variables dependent on dependent variables or other position parameters. In all cases, an independent variable function called a regression function will be approximated. In regression analysis, there is an interest in identifying variable, variables dependent on the prediction of the regression function with the help of the probability distribution. A related but distinct approach to the Necessary Condition Analysis (NCA), in which the dependent variable (the line rather than the ceiling line) the maximum value (rather than average) value assumes that the value could determine the required independent variable, but the dependent variable for a given value it is not sufficient for.
Regression analysis is widely used for forecasting and predicting that helps managerial decision making, in which its use overlaps considerably with the field of machine learning. Regression analysis is also used to understand which of the transparent variables is related to the dependent variable and to explore these correlation forms used in limited circumstances, regression analysis can be used to determine the relationship between the dependent and dependent variables within the cursor. However, it can lead to depression or false relationships, so it is advisable to avoid it.
Many techniques have been devised to provide regression analysis. Nonparametric regression refers to techniques that allow the regression function to reside within a specific function that can be larger in limited size.
The performance of the regression analysis method depends on the practice of the form of the data generation process and its relationship to the response method used. Since the current form of the data generation process is not generally known, regression analysis often relies on some assumptions made about this process. Sometimes, these concepts are tested when enough information is available. Predictive models are often expected in the case of moderate violations of medium concepts, but they may not work better. However, with many applications, especially in the case of small functional or impact problems based on observational data, recovery methods can provide confusing results.
In a strict sense, the attribute can be an approximation of the variables of the variable responses (dependent), opposing the variables of response to the disconnection used in the classification. For continuous dependent variables, it can be more specifically referred to as a metric response to distinguish it from related problems.


Chapter Four:
Analysis and Findings: The Relationship between the profitability and the non-performing loans.



[bookmark: _Toc13110066]4.1 Last Five Year’s Profitability of City Bank Limited
A company's financial statements constitute its effectiveness evaluation form. Together, they show the financial health of the organization and provide clues about its future potential. Earnings statements, balances and financial accounts are financial statements of a company, but the income statement specifies whether the company made money during the specified period. Because of this, it attracts a lot of attention from entrepreneurs, investors and credit institutions.
[bookmark: _Toc13110067]4.1.1 Income statement
The income statement, which is sometimes called a profit and loss account, provides details about the amount of revenue a company has earned or lost. Sales or earnings in dollars for this period are the number from which all operating expenses are deducted. For many companies, the cost of goods sold, which generally appears at the bottom of the sale, is the only maximum operating expense. The cost of goods sold represents the cost of raw materials used to produce the product and the cost of direct labor. Other items in the income statement include general and administrative expenses, leasing, operating lease payments, depreciation and government services. The income statement subtracts these expenses and taxes for any gain or loss. In general, income is shown as the final result of the income statement, since net income is sometimes referred to as "final result".
[bookmark: _Toc13110068]4.1.2 Profit margin
The profit margins of corporate, financial and investor managers are very high, which shows the amount of money that can be retained after considering all the expenses of a company. profit margins and Gross margins, sometimes called net margins, are carefully monitored. Gross margin is the cost of income divided by sales expenses, sales. For example, if a company had sales of $ 1 million and sales expenses of $ 650,000, its gross margin would have been 35%, minus $ 1 million to $ 650,000, and the resultant segmentation was Million 1 million. This means that for every $ 1 per sale, the company receives $ 0.35 after consideration of the cost of goods sold. Profit margin is the net profit divided by sales. If the same company earns $ 5,700 in net income, that would mean its profit margin is 5%, divided by $ 5,8 dollars divided by 1 million.
[bookmark: _Toc13110069]4.1.3 Profit after tax
Profit/ Earnings after tax is a measure of a company's net profitability. It is calculated by subtracting all expenses and income taxes from the income the company has earned. For this reason, EAT is often referred to as "the end result". Furthermore, after-tax profit is often expressed as a percentage of income to show how much of each dollar turns into net profit. A company's EAT is transferred to the state of undistributed profits in which dividends are deducted. The net amount (after shareholders have been paid) is added to the profit undistributed account in the balance sheet. That money is used to grow the business.
[bookmark: _Toc13110070]4.1.4 Return on Equity
The most important profitability ratio is ROE that measures a company's ability to generate earnings from its equity investments in the company. In other words, the return on equity ratio indicates how much every dollar of common stock is worth. Thus, a return on 1 means that every dollar of common stock generates 1 dollar of net income. This is an important step for potential investors because they want to see how effectively a company will use its money to generate net income. ROE is also an indicator of management's effectiveness in using equity financing to finance operations and grow the company.
[bookmark: _Toc13110071]4.1.4Other profitability ratios
Profit margins and gross margins have received a lot of attention, but there are other profit rates that use the income statement elements and a few other financial statements' elements to determine the company's profitability. The performance of an asset measures the ability of an organization to turn its assets into profit. The rate received on the property is calculated as net income, plus interest expense, divided by the total net assets on the total balance sheet after the tariff. Return on equity measures the performance of a company in shareholder investments. To calculate the return on equity, divide the net income by the average net asset. The higher the return on equity is more beneficial.
[bookmark: _Toc13110072]4.1.5 Intuition
Checking a company's tax return at isolated times doesn't really help to understand how things are going. The usual practice is to compare income statements for different time periods, for example, to determine trends over a year or quarter. This allows management to predict future earnings and growth. For example, if sales increase steadily by 10% in the previous five years, then it is reasonable to expect sales growth to be 10% for the next period, without forecasts. Also, spending and other material companies allow companies to forecast their profits.

However, we can either take net income, profit after tax (from income statement), profit margin, Return on Assets, or Return on Equity of City bank Limited to calculate the profitability of last five years’. The return on equity amount of CBL is collected from the annual report of City Bank Limited.
Amounts are in million
	Profitability particulars
	Return on Equity (ROE)

	2018
	8.20%

	2017
	15.90%

	2016
	19.00%

	2015
	18.30%

	2014
	13.40%

	2013
	7.30%

	2012
	4.30%

	2011
	13.70%

	2010
	21.30%

	2009
	16.20%

	2008
	11.30%



[bookmark: _Toc13110073]4.2 Non Performing Loan amount of City Bank Limited
The non-performing loans amount of year 2008-2018 are collected directly from the published annual report of City Bank Limited.
Amounts are in million
	Year
	NPL %
	NPL AMOUNT in Million

	2018
	5.90%
	12326

	2017
	7.60%
	10678

	2016
	6.00%
	10582

	2015
	7.60%
	10845

	2014
	5.90%
	6859

	2013
	8.10%
	7251

	2012
	7.50%
	6231

	2011
	3.40%
	2644

	2010
	4.40%
	2669

	2009
	4.90%
	1535

	2008
	6.30%
	1170


[bookmark: _Toc13110074]4.2 Regression Analysis to find out the impact of non-performing loans over the profitability of City Bank Limited
After providing the input of return of equity and percentage of NPL of the year 2008-2018, we found the following regression output from Microsoft Excel.
	SUMMARY OUTPUT
 

	Regression Statistics
 

	Multiple R
	0.880952824
	 
	 
	 
	 
	 
	 
	 

	R Square
	0.776077878
	 
	 
	 
	 
	 
	 
	 

	Adjusted R Square
	0.664966767
	 
	 
	 
	 
	 
	 
	 

	Standard Error
	0.074512744
	 
	 
	 
	 
	 
	 
	 

	Observations
	10
	 
	 
	 
	 
	 
	 
	 

	ANOVA
 

	 
	df
	SS
	MS
	F
	Significance F
	 
	 
	 

	Regression
	1
	0.17318
	0.1731
	31.192
	0.000519
	 
	 
	 

	Residual
	9
	0.04996
	0.005
	 
	 
	 
	 
	 

	Total
	10
	0.22315
	 
	 
	 
	 
	 
	 

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

	Intercept
	0.2324341
	0.06797
	3.419
	0.0090
	0.07568
	0.3891
	0.075
	0.3891

	0.059
	-1.4867772
	1.07103
	-1.388
	0.202
	-3.95658
	0.983
	-3.95
	0.983



Decision: 
In this regression model, the independent variable is Non Performing Loan (NPL) and the dependent variable is profitability. According to this model if P value is less than Alpha .05, we will say the model is significant. In addition to if R Square is closer to one then it will refer, there is a strong relationship between NPL and Profitability. From regression analysis, we have found that ther² is closure to one and which is r²= 77%, the level of significance is lower than .5 (.0051<.05) and it is Significance F= .00051924. So the result indicates that there is a positive relation between NPL and Profitability.  As a result we can conclude that if NPL increases or decreases, then it will definitely affect Profitability.

Chapter Five:
Recommendation & Conclusion





[bookmark: _Toc13110075]5.1 Recommendation
We discovered that there was a relationship between Non-performing loans (NPL) and return on equity (ROE) of City Bank Limited, which means maximizing shareholder wealth is affected because the above result shows the Loan (NPL) of the City Bank and the Return on equity (ROE). Therefore, we recommend that you consider the following steps:
a. "To solve the problem of non-performing loans, I would like to suggest the bank to ensure that their clients have a feasible funds of payment. In addition, the bank can propose the specialized collector credit advice on how to invest effectively in ready to get the return on the necessary investments.
b. It is of utmost importance to monitor the NPL more closely to ensure that investors in the banking sector invest or even divert their investments.
c. Banks should make sure that customers who collect a loan keep a good account book from which they can keep track of their business activities than anticipated. It will assist the bank to recognise when the client's trade is not working to perform the necessary action before it is late.
d. The bank should set a standard on the minimum value of the guarantee in relation to the amount of money lent to a customer.
e. There should be heavy penalties for the defaulting debtor of a bank loan that leads mainly to non-productive requests.
f. The bank with the highest amount of suffering should receive a form of punishment as well as a reward for the bank with the lowermost amount of non-performing loans.
g. There should be electronic platforms to check if a customer has used an asset as collateral for borrowing money from other sources (lenders).


[bookmark: _Toc13110076]5.2 Conclusion
The Bangladeshi banking sector is tremendously is in danger of this non-performing loans and most bank is now a days unable to hold control of it. As we can see, the non-performing loan has a great impact on the bank profitability, it reduces the shareholders profit. Many banks now a days charge a severe service charge to maintain the cost and improve shareholders’ equity that creates a negative impact on the general customers of the bank. Though city bank is in control on its non-performing loans compare to other banks, still we have found the relationship that exist in the banks percentage of non-performing loans and its return on equity. Therefore, City Bank Limited need to be conscious about the bad impacts of non-performing loans and follow the steps, if necessary, that I have suggested in this internship report.
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