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ABSTRACT 

The main objective of this report is to discover and understand the financial performances and situations of different listed private banks of Bangladesh over five (5) years with the aid of ratio analysis of twenty-two (22) different ratios. There were scopes and limitations as well while assembling this report.
The Literature review in this study describes what Financial Statement is and how and why we analysis a financial statement. I have taken this data from some books and journals wrote by famous writers who have great deal of knowledge about the topic. Different figures and information have been taken from the annual reports of the banks given by themselves in their websites. 
In the Findings and Analysis section is the main segment of the study where different ratios and their meaning has been described and graphically presented and analysed. So that we can understand the banks financial performance over the five years.  
Conclusion includes a summarized decision about how banks’ financials performance was in last five years and how they can improve the situation. 
Key words: Financial Statement Analysis, Financial Statement, Ratio Analysis, Ratio Analysis, Financial Position.
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[bookmark: _Toc53357685]THE OBJECTIVE OF THE REPORT

Primary Objectives
· Analysing the financial statements of listed conventional banks of Bangladesh to evaluate their performance in the last five years using the ratio analysis.
Secondary Objectives
· Knowing about the banks and their financial position 
· Understanding how banks differently measure their financial position than manufacturing and service companies
· Having the knowledge how banks treat accounting components differently in financial statement
· Seeing the ratios to tell about the financial status of the banks.

[bookmark: _Toc53357686]Scope and Limitation of the Report

Scope:
The report contents almost all important and correct information of listed conventional banks of Bangladesh. I have tried to elaborate every significant area of banks’ financial statement and related ratios and hope that it will help people to understand a bank’s overall financial activity and position. It will also help them by
· giving them an idea on banking sector
· telling what are the important tools for banks to evaluate their profitability, liquidity, solvency, and market position
· showing what conventional banks improved over the years and what banks faced losses. 
Limitation:
Besides scopes, this report has some limitation as well. Here we enlist the limitation of the report:
· The report contains only the ratio analysis of the financial statement. There are traditional analysis and forecasting by which we could analysis an organization financial position more broadly.  
· I could not find enough information on different issues covered in this report. I failed to manage some information of banks that they did not publish yet in their websites. 
· There may be some printing mistakes, some syntax error, and other defects.
Despite of these limitations, I tried to make this report as informative and analytical as possible and I hope that report will be able to give one a brief knowledge about conventional banks and their financial status. 
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The formal record of financial activities and position of an entity is called financial statement. It highlights all the financial events during the accounting period of the entity. There are five components of financial statement.
1. Statement of Financial Position
2. Statement of Comprehensive Income
3. Statement of Change in Equity
4. Statement of Cash Flow
5. Statement of Notes and Disclosure
Company’s accountant put all the financial transactions and events in these statements. The purpose is to communicate the company’s financial position to the internal and external user of financial statement. So that the users can take decision like managers can take decision about company’s liquidity, debt, assets, and other things. In the same way an investor can decide if he/she should invest in this company and if yes then how much. Government authority can have the knowledge if the company is paying taxes properly. 
But taking these kinds of decisions are not easy to take just seeing some amounts in the financial statement. We need to know what the amounts actually represent and what are the relation between the financial events? That is where we need financial statement analysis. Financial statement analysis is an extraordinarily powerful tool for the different types of users of financial statements. Financial statements draw a picture of the business that is brought into focus with financial statement analysis (Penman, 2013). 
The process of studying the performance of a company in the context of its industry and economic environment is called financial analysis. The purpose is to arrive at a decision or recommendation (CFA Institute, n.d.). It involves reviewing a company’s financial reports and obtaining an understanding of its financial situation (Bragg, 2019).
This review concern about identifying the following items for a company's financial statements over a series of reporting periods: 

· Trends- Financial statement analysis create trend lines for the key items of the financial statements over multiple time periods. It helps us to see how the company is performing. Typical trend lines are for revenue, the gross margin, net profits, cash, accounts receivable, and debt.
· Proportion Analysis- A group of ratios are available for enlightened the relationship between the sizes of various accounts in the financial statements. For example, we can calculate a company's quick ratio to estimate its ability to pay its immediate debt, or its debt to equity ratio to see if it has taken on too much debt. These analyses are frequently between the revenues and expenses listed on the income statement and the assets, liabilities, and equity accounts listed on the balance sheet.
Comparative Analysis
Each element reported in a financial statement is important. But how do we know that what really the amount of these elements represent? What is the relation between this year’s amount and prior year’s amount? To understand these issues, we need to compare one amount with other financial data. Financial statement analysis helps us in this comparison. There is a number of bases on which comparison can be done. 
1. Intracompany Basis: To mark and understand any changes in trend of financial position, comparison within the company is necessary. This comparison helps us to understand if our company is having more or less success than the prior years and in which point company is making profit or which is the trouble area.
2. Industry Basis: Here we compare company’s amounts with industry average. This tells us our company’s position within the industry. If our company can maintain the industry’s standard or it can gain more than that or it can not touch it.
3. Intercompany Basis: Comparing our company with others is important. It helps us to understand the competition. Investors can know in which company he/she should invest (Jerry J. Weygandt).
Steps to an Effective Financial Statement Analysis
For analyzing financial statement, it is important to know how to do it effectively so that we can get the accurate result from it. The effectiveness requires an understanding of three key areas:
· The structure of the financial statements
· The economic characteristics of the industry in which the firm operates and
· The strategies the firm pursues to differentiate itself from its competitors.
There are generally six steps to developing an effective analysis of financial statements. They are- 
1. Identify the Industry Economic Characteristics: We need to determine a value chain analysis for the industry we are working. The chain of activities involved in the creation, manufacture, and distribution of the firm’s products and/or services. Knowing company's competitive rivals, potential new market entrants, suppliers, customers, and substitute products is necessary to understand firm’s position in the industry. 
2. Identify Company Strategies: Next, we need to understand the company’s strategy by looking at the nature of the product/service being offered by the company, the uniqueness of product, level of profit margins, and creation of brand loyalty and control of costs. 
3. Assess the Quality of the Firm’s Financial Statements: Here we analysis the key financial statements on the basis of the relevant accounting standards. In case of balance sheet accounts, we mainly evaluate issues such as recognition, valuation, and classification. Our main concern is if the balance sheet completely representing firm’s economic position. And in case of the income statement we evaluate if it is accurately assessing the quality of earnings and completely representing firm’s economic performance. Evaluating the statement of cash flows helps in understanding the impact of the firm’s liquidity position from its operations, investments, and financial activities over the period. And also, it let us know where funds came from, where they went, and how the overall liquidity of the firm was affected.
4. Analyze Current Profitability and Risk: In this step financial professionals can really add value in the evaluation of the firm and its financial statements. The most common analysis tools are key financial statement ratios relating to liquidity, asset management, profitability, debt management/coverage and risk/market valuation. Two broad questions we asked about profitability-  
· How profitable are the operations of the firm relative to its asset and how the firm finances those assets?
· How profitable is the firm from the perspective of the equity shareholders?
It is also important to learn how to disaggregate return measures into primary impact factors. It is critical to analyze any financial statement ratios in a comparative manner, looking at the current ratios in relation to those from earlier periods or relative to other firms or industry averages.
5. Prepare Forecasted Financial Statements: Financial professionals must make reasonable assumptions about the future of the firm and its industry. And they need to determine how these assumptions will impact both the cash flows and the funding. This often takes the form of pro-forma financial statements. Pro forma financial statements are based on certain assumptions and projections about the business. This allow us to compare actual financial events to our financial plan and make any necessary adjustments throughout the year (FreshBooks Cloud Accounting, n.d.).
6. Value the Firm: There are many valuation approaches. But the most common among them is discounted cash flow methodology. These cash flows could be in the form of projected dividends, or more detailed techniques such as free cash flows to either the equity holders or on enterprise basis. Other approaches may include using relative valuation or accounting-based measures such as economic value added (Dubos J. Masson, 2018).
Tools and Techniques of Financial Statement Analysis
1. Horizontal Analysis: Horizontal analysis is the comparative analysis of the financial statement over multiple accounting periods. This analysis helps us to evaluate the trend situation. Financial statement of two or more periods are used in horizontal analysis. The earliest period is used as the base period and the items on the statements for all later periods are compared with items on the statements of the base period (ACCOUNTING FOR MANAGEMENT.ORG, n.d.).
2. Vertical Analysis: Vertical analysis is a method of analyzing financial statements that list each line item as a percentage of a base figure within the statement. The first line of the statement always shows the base figure at 100%, with each following line item representing a percentage of the whole (Indeed, 2020). It is applicable for internal performance review as well as for comparison to peers and bench-marking (Vishal, 2015). 
3. Ratio Analysis:  Ratio analysis refers to the analysis of various pieces of financial information in the financial statements of a business. They are used to determine various aspects of a business, such as its profitability, liquidity, and solvency (Corporate Finance Institute, n.d.). In financial ratio analysis, cash flow related ratios are the most ignored by investors. But how company deal with its cash is one of the most critical process. And to understand this process ratios help us (Shinde, 2016). 
4. Graphical Analysis: Graphs gives us the visual representation of the performance that can be easily compared over time. The graphs can be line graphs, column graphs or pie charts.
5. Trend Analysis: Trend analysis calculates the percentage change for one year over a period of time of two years or more (Cliffs Notes, n.d.). Trend analysis reveal the trend of items with the passage of time and is generally used as a statistical tool. Trend analysis is used as combination of ratio analysis, horizontal and vertical analysis to spot a particular trend, explore the causes of the same and if required prepare future projections.
6. Regression Analysis: Regression analysis is a statistical tool that we use to establish and estimate relationship among variables. Generally, the dependent variable is related to one or more independent variables (Vishal, 2015).
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All the data used in this report are secondary data. All the figures and most of the ratios are collected from banks’ annual reports that are published by themselves in their websites. And some concepts have been taken from different books, journals, and articles. 
Some calculation needed to be done to find some ratios that are not included in the annual reports by the help of the raw figures given by banks. 
[bookmark: _Toc53357690]RESEARCH TYPE

Quantitative research has taken place in this report as figures and ratios has been used. Average result of five years of every bank is presented by graphs.
Qualitative research has been done in this report too. The report tried to get the meaning of different ratios according to their effect on banks’ financial statement. It includes explaining the economic situation of banks through the ratio analysis. And finally, a summarized decision has given on the basis of the analysis. 
[bookmark: _Toc53357691]SAMPLING

All the information about banks used in this report are of last five (5) years. 
Non-probability sampling method has been used here in this report as it was our own judgment and we, ourselves decided to work on last 5 years’ financial statement of listed conventional banks. 
[bookmark: _Toc53357692]DATA ANALYSIS TOOLS

Data has been analysis by using Microsoft Excel.
[bookmark: _Toc53357693]DATA PRESENTATION
Through tables and graphs, data has been presented. The representation has been done in this easier way so that reader can understand the result well.








[bookmark: _Toc53357694]  CONVENTIONAL PRIVATE BANKS OF BANGLADESH


There was a time when the whole banking system was bounded by 6 banks - Sonali, Agrani, Janata, Rupali, Pubali and Uttara Bank. All there 6 banks were nationalized banks. Social justice and equitable distribution of wealth was the reason behind this nationalization. But for many wrong and unwise policy they failed to fulfill the goal. In 1982, Bangladesh banking system first time went through denationalization and privatization.
Arab Bangladesh Bank (AB Bank) is the first private sector bank in Bangladesh, established in 1982. National Bank Limited was set up in 1983. Later on, five more banks were set up in 1983. (Bangladeshi Banker, 2020)
Today there are forty-two (42) private commercial banks in Bangladesh. Among them thirty-four (34) are conventional banks and eight (08) are Islami Shariah based banks. (Wikipedia, n.d.). Among the 34 conventional banks, twenty-two (22) banks are listed in Dhaka Stock Exchange (DSE). List of the banks are given below:
1. AB Bank Limited
2. Bank Asia Ltd.
3. BRAC Bank Ltd.
4. City Bank Ltd.
5. Dhaka Bank Ltd.
6. Dutch-Bangla Bank Ltd. (DBBL)
7. Eastern Bank Ltd. (EBL)
8. IFIC Bank Ltd.
9. Jamuna Bank Ltd.
10. Mercantile Bank Ltd.
11. Mutual Trust Bank Ltd.
12. National Bank Ltd.
13. National Credit and Commerce Bank Ltd. (NCC Bank)
14. One Bank Limited
15. Premier Bank Ltd.
16. Prime Bank Ltd.
17. Pubali Bank Ltd.
18. Southeast Bank Ltd.
19. Standard Bank Limited
20. Trust Bank Limited 
21. United Commercial Bank Ltd. (UCB)
22. Uttara Bank Limited   (Dhaka Stock Exchange Ltd., n.d.)
These are the 22 listed private conventional banks, based on which this report has been made. 
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This chapter includes all the findings and their analysis based on the private conventional banks. Finding have been presented through tables and graphs and descriptive analysis has been done. Total twenty-five (25) ratios have been used to analysis the financial position of the banks. 

[bookmark: _Toc53356060]Figure 1- List of Ratios
Some of the ratios have been collected from the annual reports of banks and other have been calculated.  For all the ratios, average result of five years has been represented by graphical representation. 
[bookmark: _Toc53357696]PROFITABILITY RATIOS

Profitability ratios are the tools to evaluate a bank’s ability of generating profit. The level of efficiency of a bank can be understand by seeing the profitability ratios. Having a preferable value of ratios than competitors, indicates that the bank’s performance is good (Kenton, 2020). Profitability ratios are: 
1. Return on Equity
2. Net Interest Margin on Average Earning Assets
3. Cost to Income Ratio
4. Return on Investment
[bookmark: _Toc53357697]RETURN ON EQUITY

The return on equity (ROE) is a measure of the profitability of a business in relation to the equity, also known as net assets or assets minus liabilities. ROE is a measure of how well a company uses investments to generate earnings growth. 

[bookmark: _Toc53356061]Figure 2: Average ROE
Above chart showing last five years average ROE of banks. Dhaka bank has the highest ROE, 95%. And then prime bank’s average ROE is 75%. That indicates that these two banks are using shareholder’s capital very well. Where other banks are in medium position with 10% to 23%; AB bank has lowest ROE, 3% that indicates mismanagement and weaknesses in banking activity. 
[bookmark: _Toc53357698]NET INTEREST MARGIN ON AVERAGE EARNING ASSETS

One of the services that banks offer is providing loan and mortgage. Net interest margin helps us to know the net interest income a bank earns from this loan and mortgage. It helps an investor to decide whether to invest in the bank or not by showing the profitability of bank’s interest income versus their interest expenses. When net interest margin is positive it suggests that an entity operates profitably, and when it is negative; it implies inefficiency in investment. (Bloomenthal, 2020)

[bookmark: _Toc53356062]Figure 3: Average NIM
Pubali bank has the highest average net interest margin, 35% that indicates its profitability. Most of the banks have negative net interest margin from which we can understand a high portion of banking sector of Bangladesh is inefficient in investment.
[bookmark: _Toc53357699]COST TO INCOME RATIO

The cost-to-income ratio shows a company's costs in relation to its income. The ratio gives investors a clear view of the level of efficiency of the bank. The lower the ratio is, the more profitable the bank will be. Changes in the ratio indicates a potential problem, if the ratio increases in the next period then it means that costs are rising at a higher rate than income. (MoneyWeek, 2018)

[bookmark: _Toc53356063]Figure 4: Average Cost to Income
Uttara bank has the highest average of cost to income ratio, 74%, which means bank’s cost is higher than its income. Even most of the banks’ cost is high. South East bank has comparatively lower cost.
[bookmark: _Toc53357700]RETURN ON INVESTMENT

Return on investment indicates the extent to which a bank can earn profit by using its capital. For shareholders, a bank’s goal is to express its ROI. How well a bank is using its investors’ money that can be found by return on investment.

[bookmark: _Toc53356064]Figure 5: Average ROI
In case of ROI, in last five years City bank has showed the best performance. Its average ROI is 17%. And South East bank has the lowest average ROI, only 1%; efficiency level of using shareholder’s investment is comparatively low.
	Bank Name
	Average ROE
	
	Bank Name
	Average NIM
	
	Bank Name
	Average Cost to Income Ratio
	
	Bank Name
	Average ROI

	AB Bank
	3%
	
	AB Bank
	6%
	
	AB Bank
	54%
	
	AB Bank
	10%

	Bank Asia
	10%
	
	Bank Asia
	-3%
	
	Bank Asia
	43%
	
	Bank Asia
	4%

	Brac Bank
	19%
	
	Brac Bank
	-2%
	
	Brac Bank
	52%
	
	Brac Bank
	8%

	City Bank
	8%
	
	City Bank
	-3%
	
	City Bank
	52%
	
	City Bank
	17%

	Dhaka Bank
	95%
	
	Dhaka Bank
	0%
	
	Dhaka Bank
	43%
	
	Dhaka Bank
	12%

	DBBL
	16%
	
	DBBL
	-1%
	
	DBBL
	63%
	
	DBBL
	7%

	EBL
	13%
	
	EBL
	-1%
	
	EBL
	45%
	
	EBL
	4%

	IFIC Bank
	10%
	
	IFIC Bank
	3%
	
	IFIC Bank
	56%
	
	IFIC Bank
	7%

	Jamuna Bank 
	13%
	
	Jamuna Bank 
	3%
	
	Jamuna Bank 
	50%
	
	Jamuna Bank 
	9%

	Mercantile Bank
	14%
	
	Mercantile Bank
	1%
	
	Mercantile Bank
	48%
	
	Mercantile Bank
	9%

	MTB
	15%
	
	MTB
	-4%
	
	MTB
	54%
	
	MTB
	9%

	National Bank
	13%
	
	National Bank
	-3%
	
	National Bank
	37%
	
	National Bank
	13%

	NCC Bank
	23%
	
	NCC Bank
	3%
	
	NCC Bank
	42%
	
	NCC Bank
	4%

	Prime Bank
	75%
	
	Prime Bank
	3%
	
	Prime Bank
	53%
	
	Prime Bank
	10%

	Premier Bank
	14%
	
	Premier Bank
	2%
	
	Premier Bank
	51%
	
	Premier Bank
	8%

	Pubali Bank
	7%
	
	Pubali Bank
	35%
	
	Pubali Bank
	49%
	
	Pubali Bank
	7%

	One Bank
	14%
	
	One Bank
	-5%
	
	One Bank
	49%
	
	One Bank
	7%

	SEBL
	9%
	
	SEBL
	3%
	
	SEBL
	34%
	
	SEBL
	1%

	Standard Bank
	10%
	
	Standard Bank
	3%
	
	Standard Bank
	50%
	
	Standard Bank
	8%

	Trust Bank Limited 
	16%
	
	Trust Bank Limited 
	-19%
	
	Trust Bank Limited 
	41%
	
	Trust Bank Limited 
	9%

	UCB 
	11%
	
	UCB 
	-1%
	
	UCB 
	55%
	
	UCB 
	9%

	Uttara Bank
	12%
	
	Uttara Bank
	-2%
	
	Uttara Bank
	74%
	
	Uttara Bank
	11%
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[bookmark: _Toc53357701]LIQUIDITY RATIOS

Liquidity ratios are the tools to measure a bank’s short-term ability to operate its banking activities or functions. Ratios can tell if a bank is well planned and capable and has enough reserve to running its operation effectively. Liquidity ratios are: 
1. Cash Reserve Ratio
2. Statutory Liquidity Ratio
3. Non-Performing Loans to Total Loans and Advances
4. Percentage of Classified Loans against Total Loans and Advances
5. Credit Deposit Ratio
[bookmark: _Toc53357702]CASH RESERVE RATIO

Cash reserve ratio or CRR is the minimum percentage of the total deposits of customer that a bank needs to reserve in the central bank (Bangladesh Bank). For a country, the CRR rate is pre-decided by the central bank of that country. The goal is to ensure that banks do not run out of cash and failed to pay their depositors. CRR is a crucial monetary policy tool in every counties banking system. It is a powerful tool for controlling money supply in an economy (The Economic Times, n.d.). If the central bank increases the CRR rate, banks need to reserve more money. As a result, banks will increase their loan interest rate which will demotivate people to take loans and eventually it reduces money supply in the economy and vice versa. 

[bookmark: _Toc53356065]Figure 6: Average CRR
As per Bangladesh bank, CRR rate is 5.5% for all the conventional private banks. That is why most of the banks keep cash reserve 5.5% to 6%. 
[bookmark: _Toc53357703]STATUTORY LIQUIDITY RATIO

The Statutory Liquidity Ratio (SLR) refers to the percentage of deposits the commercial bank is required to maintain with central bank (Bangladesh Bank) in the form of liquid assets in addition to the cash reserve ratio (Business Jargons, n.d.). Central bank announces a specific SLR rate for all the commercial banks. SLR rate too plays an important role in money supply in the economy in the same way CRR rate does. 

[bookmark: _Toc53356066]Figure 7: Average SLR
As per Bangladesh bank, SLR rate is 13% for all the conventional private banks, most of the banks follow that rate. Jamuna bank, Prime bank and Uttara bank keep statutory reserve than 13%.
[bookmark: _Toc53357704]NON-PERFORMING LOANS TO TOTAL LOANS AND ADVANCES

When a borrower fails to pay the principle amount and interest to the banks that loan is called non-performing loan. Non-performing loans to total loans and advances ratio describe the percentage of default loan against the loans and advances. Lower the ratio, higher the bank is effective in collecting their money from the borrowers. 

[bookmark: _Toc53356067]Figure 8: Average NPL to Total Loans and Advances
As chart saying National bank has the highest average percentage of non-performing loans to total loans and advances, 9%. That means it has the most default loans against its total loans and advances. And it is a bad sign for any bank. Other banks have 3% to 7% NPL to total loans and advances. So, we can assume in average the number of defaulters is high in Bangladesh that has a bad impact on the banking sector. 
[bookmark: _Toc53357705]PERCENTAGE OF CLASSIFIED LOANS AGAINST TOTAL LOANS AND ADVANCES

Classified loans are the loans that are deemed to be default or have potential risk to become default. Percentage of classified loans against total loans and advances help us to understand future situation and risk associated with loan.

[bookmark: _Toc53356068]Figure 9: Average percentage of Classified Loans against Total Loans and Advances
Here, National bank too has the highest average percentage of classified loans against total loans and advances. And other banks too have high percentage of chances that in future the number of loan defaulter will rise. 
[bookmark: _Toc53357706]CREDIT DEPOSIT RATIO

Credit deposit ratio means the amount of deposit a bank uses to give loans or advances (IGI Global, n.d.). Credit deposit ratio helps us to understand a bank’s liquidity position and its health. A low credit deposit ratio indicates that the bank is not as much effective as it should be in using deposits for earning. A high credit deposit ratio indicates that bank may have difficulties to cover its future fund requirement. A balance between the advances and deposits should be maintained.

[bookmark: _Toc53356069]Figure 10: Average Credit Deposit Ratio
On in average all the bank has almost 80% to 85% credit deposit ratio which indicates that all the banks use 80 to 85 percent deposit to give loans and advances. But using such higher amount of money from deposit can have a bad impact too as banks can face hardship in arranging fund in a sudden situation. 
	Bank Name
	Average CRR
	
	Bank Name
	Average SLR
	
	Bank Name
	Average NPL to Total loans and Advances

	AB Bank
	4%
	
	AB Bank
	20%
	
	AB Bank
	4%

	Bank Asia
	6%
	
	Bank Asia
	13%
	
	Bank Asia
	5%

	Brac Bank
	6%
	
	Brac Bank
	13%
	
	Brac Bank
	4%

	City Bank
	7%
	
	City Bank
	16%
	
	City Bank
	6%

	Dhaka Bank
	6%
	
	Dhaka Bank
	15%
	
	Dhaka Bank
	5%

	DBBL
	8%
	
	DBBL
	21%
	
	DBBL
	4%

	EBL
	6%
	
	EBL
	13%
	
	EBL
	3%

	IFIC Bank
	6%
	
	IFIC Bank
	17%
	
	IFIC Bank
	6%

	Jamuna Bank 
	6%
	
	Jamuna Bank 
	23%
	
	Jamuna Bank 
	4%

	Mercantile Bank
	6%
	
	Mercantile Bank
	13%
	
	Mercantile Bank
	5%

	MTB
	6%
	
	MTB
	18%
	
	MTB
	4%

	National Bank
	6%
	
	National Bank
	15%
	
	National Bank
	9%

	NCC Bank
	6%
	
	NCC Bank
	13%
	
	NCC Bank
	6%

	Prime Bank
	6%
	
	Prime Bank
	22%
	
	Prime Bank
	6%

	Premier Bank
	7%
	
	Premier Bank
	18%
	
	Premier Bank
	5%

	Pubali Bank
	6%
	
	Pubali Bank
	19%
	
	Pubali Bank
	6%

	One Bank
	7%
	
	One Bank
	16%
	
	One Bank
	6%

	SEBL
	6%
	
	SEBL
	13%
	
	SEBL
	5%

	Standard Bank
	6%
	
	Standard Bank
	13%
	
	Standard Bank
	6%

	Trust Bank Limited 
	6%
	
	Trust Bank Limited 
	18%
	
	Trust Bank Limited 
	5%

	UCB 
	6%
	
	UCB 
	18%
	
	UCB 
	6%

	Uttara Bank
	6%
	
	Uttara Bank
	23%
	
	Uttara Bank
	7%


[bookmark: _Toc53355886]Table 5: Average CRR                                  Table 6: Average SLR                           Table 7: Average NPL to Total loans and Advances
	Bank Name
	Average Percentage of CL against Total Loans and Advances
	
	Bank Name
	Average Credit Deposit Ratio 

	AB Bank
	4%
	
	AB Bank
	88.42%

	Bank Asia
	5%
	
	Bank Asia
	77.55%

	Brac Bank
	4%
	
	Brac Bank
	82.65%

	City Bank
	6%
	
	City Bank
	81%

	Dhaka Bank
	5%
	
	Dhaka Bank
	84%

	DBBL
	4%
	
	DBBL
	81.09%

	EBL
	3%
	
	EBL
	104.32%

	IFIC Bank
	6%
	
	IFIC Bank
	84.31%

	Jamuna Bank 
	4%
	
	Jamuna Bank 
	82.43%

	Mercantile Bank
	5%
	
	Mercantile Bank
	83.67%

	MTB
	4%
	
	MTB
	92.96%

	National Bank
	9%
	
	National Bank
	90.42%

	NCC Bank
	6%
	
	NCC Bank
	83.35%

	Prime Bank
	6%
	
	Prime Bank
	78%

	Premier Bank
	5%
	
	Premier Bank
	86%

	Pubali Bank
	6%
	
	Pubali Bank
	80.31%

	One Bank
	6%
	
	One Bank
	83%

	SEBL
	5%
	
	SEBL
	81.80%

	Standard Bank
	5%
	
	Standard Bank
	84.00%

	Trust Bank Limited 
	5%
	
	Trust Bank Limited 
	88.13%

	UCB 
	6%
	     
	UCB 
	80%

	Uttara Bank
	7%
	
	Uttara Bank
	70%


[bookmark: _Toc53355887]Table 8: Average Percentage of CL against Total Loans and Advances Table 9: Average Credit Deposit Ratio
[bookmark: _Toc53357707]SOLVENCY RATIOS

Solvency ratios are the tools for measuring banks long term ability to cope up with their obligations. Solvency ratios are: 
1. Debt to Equity Ratio
2. Equity Multiplier Ratio
3. Debt to capital
4. Capital Adequacy Ratio
[bookmark: _Toc53357708]DEBT TO EQUITY RATIO

Debt to equity ratio is the relation of the total long term debt and equity capital in the business entity that describes the contribution of the creditors and shareholders or owners in the capital of the entity (The Economic Times, n.d.). 

[bookmark: _Toc53356070]Figure 11: Average Debt to Equity Ratio
Dutch Bangla Bank has the highest debt-equity ratio, 35.06 times. That means against every 1-taka capital, DBBL has 35.06 taka liability. Higher the ratio; higher the risk. This indicates that the bank invests a lot of money on its assets. 
[bookmark: _Toc53357709]EQUITY MULTIPLIER RATIO

The equity multiplier shows the percentage of assets that are financed or owed by the shareholders (My Accounting Course , n.d.). Conversely, this ratio also shows the level of debt financing is used to acquire assets and maintain operations.

[bookmark: _Toc53356071]Figure 12: Average Equity Multiplier
We can see that the ratio of EBL is higher than other banks, 65.38.  A high equity multiplier indicates that Eastern Bank has been using more debt than equity to finance its asset purchase. It can be best used of EBL comparing with other banks. It will be more appropriate to use of higher level of debt when bank is operating profitability and using its asset effectively. 
[bookmark: _Toc53357710]DEBT TO CAPITAL

Debt to capital ratio used to measure how much debt a company should use in comparison with its total external financing, including shareholder equity. Most companies finance their operations through a mixture of debt and equity. (capital.com, n.d.)


[bookmark: _Toc53356072]Figure 13: Average Debt to Capital Ratio
The chart showing that, almost all the banks have average debt to capital ratio, in between the range of 88 to 93 percent. It indicates banks in average uses 88% to 93% of debt to finance operations through external funding. This involves high risk. 
[bookmark: _Toc53357711]CAPITAL ADEQUACY RATIO

Capital adequacy ratio ensures banks have enough capital to cover potential losses, which protects them from insolvency. Higher the ratio indicates that the bank is more stable and efficient and the lower ratio indicates that the bank is deemed to be insolvent (capital.com, n.d.).

[bookmark: _Toc53356073]Figure 14: Average Capital Adequacy Ratio
Compatibly, AB Bank has the lowest average capital adequacy ratio, 10.61%. It has more chances to be insolvent than other banks. Other banks adequacy ratio is in between the range of 11% to 15%. 
	Bank Name
	 Average Debt to Equity Ratio 
	
	Bank Name
	 Average Equity Multiplier  
	
	Bank Name
	Average Debt to Capital Ratio 
	
	Bank Name
	Average Capital Adequacy Ratio

	AB Bank
	  13.04 
	
	AB Bank
	  14.04 
	
	AB Bank
	92.83%
	
	AB Bank
	10.61%

	Bank Asia
	  12.26 
	
	Bank Asia
	  13.26 
	
	Bank Asia
	92.43%
	
	Bank Asia
	14.55%

	Brac Bank
	     9.80 
	
	Brac Bank
	  10.80 
	
	Brac Bank
	90.68%
	
	Brac Bank
	13.19%

	City Bank
	  11.16 
	
	City Bank
	  11.82 
	
	City Bank
	91.26%
	
	City Bank
	12.60%

	Dhaka Bank
	  14.05 
	
	Dhaka Bank
	  15.00 
	
	Dhaka Bank
	93.30%
	
	Dhaka Bank
	13.21%

	DBBL
	  35.06 
	
	DBBL
	  15.00 
	
	DBBL
	93.27%
	
	DBBL
	14.48%

	EBL
	     6.50 
	
	EBL
	  65.38 
	
	EBL
	81.34%
	
	EBL
	14.07%

	IFIC Bank
	  12.73 
	
	IFIC Bank
	  13.73 
	
	IFIC Bank
	92.65%
	
	IFIC Bank
	11.86%

	Jamuna Bank 
	  10.88 
	
	Jamuna Bank 
	  11.88 
	
	Jamuna Bank 
	91.38%
	
	Jamuna Bank 
	12.65%

	Mercantile Bank
	     7.80 
	
	Mercantile Bank
	     8.80 
	
	Mercantile Bank
	72.04%
	
	Mercantile Bank
	12.81%

	MTB
	  15.56 
	
	MTB
	  16.56 
	
	MTB
	93.96%
	
	MTB
	12.07%

	National Bank
	     7.65 
	
	National Bank
	     8.65 
	
	National Bank
	88.43%
	
	National Bank
	13.27%

	NCC Bank
	     9.38 
	
	NCC Bank
	  24.51 
	
	NCC Bank
	86.10%
	
	NCC Bank
	12.61%

	Prime Bank
	     9.93 
	
	Prime Bank
	  11.11 
	
	Prime Bank
	90.97%
	
	Prime Bank
	14.73%

	Premier Bank
	  11.78 
	
	Premier Bank
	  11.10 
	
	Premier Bank
	91.01%
	
	Premier Bank
	11.68%

	Pubali Bank
	  13.18 
	
	Pubali Bank
	  14.18 
	
	Pubali Bank
	92.82%
	
	Pubali Bank
	12.28%

	One Bank
	  12.84 
	
	One Bank
	  37.28 
	
	One Bank
	81.83%
	
	One Bank
	12.22%

	SEBL
	  11.23 
	
	SEBL
	  12.24 
	
	SEBL
	91.66%
	
	SEBL
	11.68%

	Standard Bank
	  11.75 
	
	Standard Bank
	  12.70 
	
	Standard Bank
	92.10%
	
	Standard Bank
	13.12%

	Trust Bank
	  18.49 
	
	Trust Bank
	  19.49 
	
	Trust Bank
	94.87%
	
	Trust Bank
	13.35%

	UCB 
	  10.98 
	
	UCB 
	  13.00 
	
	UCB 
	92.28%
	
	UCB 
	12.64%

	Uttara Bank
	  11.36 
	
	Uttara Bank
	  12.36 
	
	Uttara Bank
	91.89%
	
	Uttara Bank
	12.88%


[bookmark: _Toc53355888]Table 10:  Average D/E Ratio    Table 11:  Average Equity Multiplier Table 12: Average Debt/Capital Ratio Table 13: Average Capital Adequacy Ratio

[bookmark: _Toc53357712]MARKET PROSPECT RATIOS

Market prospect ratios are especially for the investors. What is the real situation inside the company and what an investor should expect, market prospect ratios describe. Market prospect ratios are: 
1. Market Price per Share
2. Earnings per Share  
3. Price to Earnings Ratio
4. Net Assets Value per Share
5. Dividend Coverage Ratio
6. Operating Profit per Share
7. Net Operating Cash Flow per Share
8. Dividend Yield Ratio 
9. Dividend Payout Ratio
[bookmark: _Toc53357713]MARKET PRICE PER SHARE

In the simple words, market price per share is share value of the banks in the current market. The current price for which one can sell or buy the share.

[bookmark: _Toc53356074]Figure 15: Average Market Price per Share
Dutch Bangla Bank has the highest market price for it per share, 118.62 taka per share. Market price increases when the bank has high reputation in the market and among the customers. Investors motivate to invest in that bank. In the contrary, national banks market price is the lowest among all. Market price per share for Mercantile Bank and One Bank could not detect because of the absence of information. 
[bookmark: _Toc53357714]EARNINGS PER SHARE  

Earnings per share is bank’s profit for each share. It helps us to understand how much profit a company earn against per share. EPS is an important tool to evaluate performance of the entity in comparison to its competition.

[bookmark: _Toc53356075]Figure 16: Average Earning per Share
EPS of Dutch Bangla Banks is 13.2 which is highest among all and AB Banks has the lowest, 0.736. DBBL can generate more profit per share than other banks and AB Bank can make lower profit. 
[bookmark: _Toc53357715]PRICE TO EARNINGS RATIO

The P/E ratio is calculated by dividing a company's current stock price by its earnings per share (EPS). P/E ratio is the price an investor is paying for $1 of a company's earnings or profit. The higher the ratio, the greater the amount that an investor is willing to pay for $1 of current earnings.

[bookmark: _Toc53356076]Figure 17: Average P/E Ratio
AB Bank has the highest average price earnings ratio, 224.73. Premier Bank has the lowest P/E ratio. That indicates Premier Bank’s share price is lowering relative to other banks. But we cannot say it is undervalued so investors can still anticipate growth from Premier.
[bookmark: _Toc53357716]      NET ASSETS VALUE PER SHARE

Net asset value per share simply defines how much net asset bank hold against per share. Higher ratio is preferable here.

[bookmark: _Toc53356077]Figure 18: Average Net Asset Value per share
Dutch Bangla Bank has highest average percentage of NAV per share, 87.98. Standard bank has lowest NAV per share, 17.02. 
[bookmark: _Toc53357717]DIVIDEND COVERAGE RATIO

The dividend coverage ratio is a measuring tool to know the number of times that a company will be able to pay dividends to its shareholders. Investors use this concept to estimate the risk that the bank is not going to pay the dividend. The high coverage ratio means that the risk associated with dividend payment is lower; business will be able to pay the dividend. (Accounting Tools, 2018). 

[bookmark: _Toc53356078]Figure 19: Average Dividend Coverage Ratio
Dutch Bangla Bank has the highest dividend coverage ratio, 5.08 times; and AB Bank has the lowest, 0.03 time. As a result, investor have a high risk of not receiving the dividend payment from AB Bank and for DBBL this risk is low comparatively than other banks. 
[bookmark: _Toc53357718]OPERATING PROFIT PER SHARE

Operating profit per share means that per share how much a company earns as operating profit. Higher ratio is preferable.

[bookmark: _Toc53356079]Figure 20: Average Operating Profit per Share
Per share, Dutch Bangla Bank earn the highest operating profit, 25.62. Most of the banks’ average profit per share is below 10 takas, banks should try to improve their performance, especially United Commercial Bank. 
[bookmark: _Toc53357719]NET OPERATING CASH FLOW PER SHARE

Net operating cash flow can be calculated by dividing the net operating cash flow by the total ordinary shares. 

[bookmark: _Toc53356080]Figure 21: Average Net Operating Cash Flow per Share
Dutch Bangla Bank has the highest average net operating cash flow per share, 64.17 taka. Other banks situation is extremely poor.  Most of banks have exceptionally low ratio. Prime Bank and United Commercial Bank has negative figure. So, they should try hard to improve the ratio. 
[bookmark: _Toc53357720]DIVIDEND YIELD RATIO 

The dividend yield is a financial ratio. It measures the amount of cash dividends given to the common shareholders relative to the market value per share.

[bookmark: _Toc53356081]Figure 22: Average Dividend Yield
AB bank has the highest average dividend yield, 23%; where Mutual trust bank has 0%. For lacking information average dividend yield for Mercantile Bank could not be calculated. 
[bookmark: _Toc53357721]DIVIDEND PAYOUT RATIO

The dividend payout ratio is the ratio of the total amount of dividends paid out to shareholders relative to the net income of the company. It is the percentage of earnings paid to shareholders in dividends. The amount that is not paid to shareholders is retained by the company to pay off debt or to reinvest in core operations.

[bookmark: _Toc53356082]Figure 23: Average Payout Ratio
In the last five years, AB Bank paid 294% of total income on average as dividend. This is a very percentage compare to the other banks. On the other hand, Pubali Bank just paid 1% of total income as dividend, which is again an exceptionally low percentage.
	Bank Name
	Average Market Price per Share
	
	Bank Name
	Average Earnings per Share
	
	Bank Name
	 Average Price Earnings Ratio (Times) 

	AB Bank
	17.04
	
	AB Bank
	0.736
	
	AB Bank
	           224.73 

	Bank Asia
	18.68
	
	Bank Asia
	1.99
	
	Bank Asia
	                9.54 

	Brac Bank
	13.714
	
	Brac Bank
	4.53
	
	Brac Bank
	              14.12 

	City Bank
	30.42
	
	City Bank
	3.44
	
	City Bank
	                9.44 

	Dhaka Bank
	17.16
	
	Dhaka Bank
	1.986
	
	Dhaka Bank
	                8.51 

	DBBL
	118.62
	
	DBBL
	13.2
	
	DBBL
	                9.56 

	EBL
	35.58
	
	EBL
	3.956
	
	EBL
	9.31

	IFIC Bank
	16.18
	
	IFIC Bank
	1.444
	
	IFIC Bank
	              11.30 

	Jamuna Bank 
	17.16
	
	Jamuna Bank 
	3
	
	Jamuna Bank 
	                5.80 

	Mercantile Bank
	 
	
	Mercantile Bank
	3.094
	
	Mercantile Bank
	                5.87 

	MTB
	27.84
	
	MTB
	3.044
	
	MTB
	                9.18 

	National Bank
	10.525
	
	National Bank
	1.9025
	
	National Bank
	                5.49 

	NCC Bank
	13.825
	
	NCC Bank
	2.05
	
	NCC Bank
	                6.61 

	Prime Bank
	19.84
	
	Prime Bank
	1.694
	
	Prime Bank
	              13.16 

	Premier Bank
	 
	
	Premier Bank
	2.42
	
	Premier Bank
	                4.63 

	Pubali Bank
	25.2
	
	Pubali Bank
	1.988
	
	Pubali Bank
	              12.26 

	One Bank
	 
	
	One Bank
	2.628
	
	One Bank
	                6.42 

	SEBL
	17.5
	
	SEBL
	2.282
	
	SEBL
	                6.36 

	Standard Bank
	13.58
	
	Standard Bank
	1.572
	
	Standard Bank
	                8.23 

	Trust Bank Limited 
	30.08
	
	Trust Bank Limited 
	3.234
	
	Trust Bank Limited 
	                9.09 

	UCB 
	19.42
	
	UCB 
	2.638
	
	UCB 
	                7.66 

	Uttara Bank
	28
	
	Uttara Bank
	4.072
	
	Uttara Bank
	              6.83 


[bookmark: _Toc53355889]Table 14: Average Market Price per Share Table 15: Average Earnings per Share   Table 16:  Average Price Earnings Ratio (Times)
	Bank Name
	 Average Net Assets Value per Share 
	
	Bank Name
	 Average Dividend Coverage Ratio 
	
	Bank Name
	 Average Operating Profit per Share 

	AB Bank
	          30.12 
	
	AB Bank
	           0.03 
	
	AB Bank
	             6.65 

	Bank Asia
	          20.21 
	
	Bank Asia
	           1.67 
	
	Bank Asia
	             7.11 

	Brac Bank
	          26.40 
	
	Brac Bank
	           2.56 
	
	Brac Bank
	             3.66 

	City Bank
	          24.94 
	
	City Bank
	           3.16 
	
	City Bank
	             5.70 

	Dhaka Bank
	          20.74 
	
	Dhaka Bank
	           1.61 
	
	Dhaka Bank
	           12.49 

	DBBL
	          87.98 
	
	DBBL
	           5.08 
	
	DBBL
	           25.62 

	EBL
	          30.93 
	
	EBL
	           1.51 
	
	EBL
	             9.33 

	IFIC Bank
	          18.60 
	
	IFIC Bank
	           1.51 
	
	IFIC Bank
	             4.68 

	Jamuna Bank 
	          23.80 
	
	Jamuna Bank 
	           1.62 
	
	Jamuna Bank 
	             6.67 

	Mercantile Bank
	          22.33 
	
	Mercantile Bank
	           1.88 
	
	Mercantile Bank
	             7.03 

	MTB
	          23.16 
	
	MTB
	           2.36 
	
	MTB
	             7.68 

	National Bank
	          17.95 
	
	National Bank
	           1.12 
	
	National Bank
	             4.24 

	NCC Bank
	          19.36 
	
	NCC Bank
	           1.90 
	
	NCC Bank
	             4.91 

	Prime Bank
	          24.20 
	
	Prime Bank
	           1.09 
	
	Prime Bank
	             5.55 

	Premier Bank
	          18.54 
	
	Premier Bank
	           2.14 
	
	Premier Bank
	             5.72 

	Pubali Bank
	          27.54 
	
	Pubali Bank
	           3.44 
	
	Pubali Bank
	             8.33 

	One Bank
	          19.25 
	
	One Bank
	           1.91 
	
	One Bank
	             6.23 

	SEBL
	          27.94 
	
	SEBL
	           0.70 
	
	SEBL
	           10.21 

	Standard Bank
	          17.02 
	
	Standard Bank
	           0.66 
	
	Standard Bank
	             4.12 

	Trust Bank Limited 
	          22.33 
	
	Trust Bank Limited 
	           2.02 
	
	Trust Bank Limited 
	             8.38 

	UCB 
	          25.83 
	
	UCB 
	           2.04 
	
	UCB 
	             2.60 

	Uttara Bank
	          35.24 
	
	Uttara Bank
	           2.04 
	
	Uttara Bank
	             8.93 


[bookmark: _Toc53355890]Table 17:  Average NAV per Share        Table 18:  Average Operating Profit per Share Table 19:  Average Dividend Coverage Ratio 
	Bank Name
	 Average Net Operating Cash Flow per Share 
	
	Bank Name
	Average Dividend Yield
	
	Bank Name
	Average Dividend Payout Ratio

	AB Bank
	             8.94 
	
	AB Bank
	23%
	
	AB Bank
	294%

	Bank Asia
	           10.00 
	
	Bank Asia
	2%
	
	Bank Asia
	23%

	Brac Bank
	             6.48 
	
	Brac Bank
	14%
	
	Brac Bank
	43%

	City Bank
	             9.69 
	
	City Bank
	5%
	
	City Bank
	38%

	Dhaka Bank
	             0.32 
	
	Dhaka Bank
	5%
	
	Dhaka Bank
	40%

	DBBL
	           64.17 
	
	DBBL
	3%
	
	DBBL
	31%

	EBL
	             9.33 
	
	EBL
	5%
	
	EBL
	48%

	IFIC Bank
	             2.00 
	
	IFIC Bank
	7%
	
	IFIC Bank
	70%

	Jamuna Bank 
	             1.08 
	
	Jamuna Bank 
	11%
	
	Jamuna Bank 
	63%

	Mercantile Bank
	             3.63 
	
	Mercantile Bank
	 
	
	Mercantile Bank
	33%

	MTB
	             6.35 
	
	MTB
	0%
	
	MTB
	44%

	National Bank
	             4.19 
	
	National Bank
	17%
	
	National Bank
	97%

	NCC Bank
	             3.93 
	
	NCC Bank
	7%
	
	NCC Bank
	43%

	Prime Bank
	           (0.94)
	
	Prime Bank
	8%
	
	Prime Bank
	65%

	Premier Bank
	             2.08 
	
	Premier Bank
	0%
	
	Premier Bank
	8%

	Pubali Bank
	             3.35 
	
	Pubali Bank
	3%
	
	Pubali Bank
	1%

	One Bank
	             7.45 
	
	One Bank
	0%
	
	One Bank
	35%

	SEBL
	             7.20 
	
	SEBL
	6%
	
	SEBL
	56%

	Standard Bank
	             6.47 
	
	Standard Bank
	1%
	
	Standard Bank
	7%

	Trust Bank Limited 
	           10.80 
	
	Trust Bank Limited 
	2%
	
	Trust Bank Limited 
	18%

	UCB 
	           (1.13)
	
	UCB 
	7%
	
	UCB 
	48%

	Uttara Bank
	             8.59 
	
	Uttara Bank
	7%
	
	Uttara Bank
	49%


[bookmark: _Toc53355891]Table 20:  Average NOCF per Share               Table 21: Average Dividend Yield                   Table 22: Average Dividend Payout Ratio
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[bookmark: _Toc53357723]CONCLUSIONS 

The above analysis showing us the average financial situation of conventional banks in the last five years. Based on past data, here we tried to analysis how the conventional banks are doing. Analysis has given us a broad idea on banks and their activities. 
The analysis showing us no bank is perfect in all cases. Some banks are good at hold their profitable position. Some banks are taking high risk to earn a large amount of profit in future. Some banks are running their banking activity with a large amount of debt rather than capital. Some banks giving more attention to their reputation in the market. How will a bank earn profit, it is their own strategy. It is not easy to judge a bank by only its past data.  Future forecasting is also important in this matter. But still we can detect some banks who showed a good performance in the last five years and we can put our trust that in future they will continue this performance. Again, there are some banks who was not that much efficient and effective from any perspective in their business activity.
Banks like Dhaka Bank, Prime Bank, Pubali Bank, South East Bank, City bank, have shown a great performance in profitability. Most of the banks maintain the CRR and SLR rate determined by the Bangladesh Bank, which indicates that the central bank has great deal of control over the banks. 
All the banks have a large number of loan defaulter and in future, there is a high chance the number will increase. Having default loan increases risk for the bank. A bank can lose a lot profit in this. It also proves their ineffectiveness in choosing the right customer to give loan and their weak terms for giving loans. 
Almost all the conventional banks using their deposit to give loans and advances in higher percentage. It proves their efficiency to use the deposits and earn profit. But in other side it increases their risk of lacking fund it the sudden situation. Eastern Bank and Dutch Bangla Bank’s solvency position had been strong in last five years. Most of the banks have high debt against their capital which is a very risky scenario. And against this risk they do not have enough capital to cover that risk.
Market prospect showed us that Dutch Bangla Bank is most popular bank among the investors group. High market price, regular dividend, less risk associated with dividend- these facts make Dutch Bangla Bank successful in the market. This results more investment; more customers; more deposits that will help DBBL to be successful in the other matter and improve its situation. 
All in overall if we sort out the banks in terms of that what banks had hold their position in a medium level in all the circumstances and earned profit.
[bookmark: _Toc53357724]
RECOMMENDATIONS 

Without any question, bank is a much more complicated sector than others. Here, the situation is always unpredictable. Every little fact can change the economy and with that can produce a new challenge for banks. Most of the decision and strategy taken in bank is from prediction and every decision is pair up with known and unknown risk. Risk of not only losing their own money; but also, their customers’ money. 
As banking sector is unpredictable and it deals with people’s money; every bank should keep a large amount of reserve to face any situation. Bangladesh Bank makes it sure that banks are keeping reserve by CRR and SLR. Banks should maintain the rate and they can maintain a higher rate to be on the safe side.
One of the main functions of the banks is receive deposits and provide loans. Bank should use their deposits but there should be a balance between both. If a bank uses all its deposits, then what it will provide to the depositors when they will demand their money. Because banks cannot demand money in any time to the borrower to pay the loan. Borrower will pay the principle in a specific time.
Running a bank with a lot of debt is a very risky decision.  Banks should keep balance between the debt, capital, and their assets. A strong and effective strategy must be there if a bank is taking high amount of debt.
Banks should focus on improving their reputation too. It is one of most important tasks as it can attract bank’s depositors- the main and important customers for any commercial banks. When bank has enough number of depositors; it has enough amount of money to re-invest and has a chance to earn more profit. Bank should pay dividend regularly to hold their investors. 
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PROFITABILITY RATIOS


Return on Equity= Net Income/ Shareholder's Equity


Liquidity Ratios


Cash Reserve Ratio= Reserve Requirement * Bank Deposits


Net Interest Margin on Average Earning Assets= ( Investment Income – Interest Expenses ) / Average Earning Assets


Cost to Income Ratio= Operating Expenses/ Operating Incomes


Debt to capital = Debt / Debt + Shareholders equity


Capital Adequacy Ratio= (Tier 1 Capital + Tier 2 Capital) / Risk-Weighted Assets


Price to Earnings Ratio = Share price/ Earning per share


MARKET PROSPECT RATIOS


Net Assets Value per Share= (Value of assets- Value of liabilities)/ Total shares outstanding


Dividend Payout Ratio = Dividend / Total Income


SOLVENCY RATIOS


Return on Investment= Net Profit / Total Investment


Credit Deposit Ratio= Loans/ Deposits


Percentage of Classified Loans against Total Loans and Advances= Classified Loans/ Total Loans and Advances


Non-Performing Loans to Total Loans and Advances= Total NPL/ Total amount of outstanding loans


Statutory Liquidity Ratio= liquid assets / (demand + time liabilities)


Debt to Equity Ratio= TL/ Shareholders Equity


Equity Multiplier Ratio = TA/ Total Equity


Market Price per Share= Total value of the company/ Total number of shares


Earnings per Share= Total earnings/ Total number of shares.  


Dividend Coverage Ratio= Net income / Dividend declared


Operating Profit per Share= Operating net income/ Total common shares


Net Operating Cash Flow per Share= Cash flow earned in a given reporting period/ Total number of shares outstanding 


Dividend Yeild Ratio = Dividend per share / price per share
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