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Date: 23.02.2020
Ziaul Karim (ZKm)
Assistant Professor, School of Business & Economics
United International University
Subject: Submission of Internship report on “Cash Management Techniques and the Relationship between Cash Management and Profitability -a Case Study of Bank Alfalah.”
With due respect, I am requesting you to kindly accept my "Internship Report.”
I have been engaged as an intern of Bank Alfallah, Gulshan Branch for three months as part of my academic course and this report is the written form of the understanding and interpretation that I have experienced. Along with the general understanding, I have selected to emphasize the area of “Cash Management Techniques and the Relationship between Cash Management and Profitability -a Case Study of Bank Alfalah.” 
Confronting a huge workload of general banking work, I have tried to collect relevant information and data to analyze the specific topic of this report and outline accordingly. In preparing this report, my academic knowledge acted as supplementary and led me to construct the management of the topic, and the practical job experience gave me ample guidance to utilize my knowledge.    
Please accept my sincere appreciation for the kind awareness and support you gave me in preparing this report and guiding me whenever necessary. Thank you for your very heartfelt cooperation. 
Nonetheless, if you need any clarification, feedback to further advice the report, then I will be obliged to provide further details.
Then I hope you'd be kind enough to consider this study for review.
Sincerely,
Nishat Anjum Ananna
114151023
School of Business & economics
United International University
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[bookmark: _Toc33304711]Executive Summary

The internship program fills the gap between theoretical and practical knowledge. As part of my BBA course, I have to go through this program and surely this internship has given me an inner site of practical banking experience. This case study report is the output of my 12 weeks internship in Bank Alfalah which is based on the knowledge, experience and observation gathered at Bank Alfalah, General Banking Department, Gulshan Branch, and Dhaka.
The data used here are collected from both primary and secondary sources. Primary sources include practical job work conversation with colleagues, annual reports of the bank, and internal memos, correspondences, quality training. Secondary information is collected usually from annual reports of other banks, different financial institution web site information and magazines.
At first, I introduced the entity of Bank Alfalah with its operation and the way it integrates into the current position in the banking business. Than elaborated on the bank's historical background, general banking products in Bangladesh, structure and operational flow, the mission and vision towards the achievement of efficiency and wealth maximization, general policy to achieve its future purpose and aim. Then I tried to depict a deeper part of the basic financial operation of the bank with the analysis of identified financial statements of the previous year. As I have worked mainly in the General Banking and Cash Management Department during my internship period, I have tried to focus on the “ Cash Management Techniques and the Relationship between Cash Management and Profitability– a case study for Bank Alfalah”.
This report is focused mainly on the CMO strategies and their specific units of operation and I intended to connect the activates of this unit in implementing the CMO objectives. In this way, this report demonstrates the interactivity and correlation of profitability and cash management. After reviewing this connection, I went on to the empirical outcome and finalized this report with my suggestion regarding the improvement of the cash management activities which can provide efficiency and effectiveness towards achieving profitability.
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[bookmark: _Toc33304714]Chapter-01 Introduction
[bookmark: _Toc33304715]1.1 Background of the Study
In addition to academic education, acquiring such practical business knowledge is difficult for a student, since a student cannot compete with others who know the business world. An internship is an opportunity for a student to gain practical knowledge or work experience within an institution. To get experience, we must take a twelve-week internship program as a business school student at United International University at any institution.
The internship report is an essential part of completing the BBA program. The definition of this study is proof of my ability to utilize my theoretical knowledge gained in the real world of business. This report was based on Bank Alfalah's cash management strategies and the connection between profitability and cash management. My organizational supervisor was S.M Jahed-Uz-Zaman, Senior customer Service & Operations Officer at Bank Alfalah and my institution supervisor Ziaul Karim (ZKm), Assistant Professor at United InternationaUniversity.
My institute supervisor and my organization's supervisor duly approved the subject, which was agreed to do the study. The report will increase other students ' knowledge to know the techniques of cash management and to follow with profitability and cash management relationship analysis in the banking industry.

[bookmark: _Toc33304716]1.2 Significance of the Study
This internship report is an important part of the BBA program requirement. This is because when paired with the theory and practice, knowledge and understanding are great. The students will create connections and networking through this internship program. That is, students should train themselves and plan for the job market. A growing number of unemployed students are in a poor country like Bangladesh. Since they have no internship experience, they have not been able to acquire the usual professional experience of official conduct and manner, which is important in getting a job. Therefore it is evident that the importance of internship as the key element of the BBA program is justified. 
[bookmark: _Toc33304717]1.3 Objectives of the study
We have only had the opportunity to gain theoretical knowledge during the period of our graduate program. Through reality, however, an organization's everyday management can be very different. Also, serving in a company provides real-life experience in completing the information on our line of study. 
It is also important to have work experience on this day to lay the foundation for our future customers. Practicum placement is, therefore, a requirement for completing our postgraduate course.
1.3.1 Broad and General Objectives
The broad and general objectives of this report are to analyze:
· Relationship between cash management and profitability.
1.3.2 Specific Objectives
There are also some specific objectives:
· Knowing about Bank Alfalah's Cash Management techniques. 
· Analyzing which techniques most effective at Bank Alfalah.
· Proposing such suggestions based on finding.









[bookmark: _Toc33304718]1.4 Structure of the study
[bookmark: _Toc30886666][bookmark: _Toc33304908]Figure 1 Structure



[bookmark: _Toc33304719]1.5 Problem Statement
Financial institutions use certain techniques to handle cash that eventually improves their profitability but this is not the same for the banking industry in Bangladesh. For example, although there are policies and guidelines for cash management, the amount of default loans increases every day. On the other hand, this sector is currently in an acute liquidity crisis due to several factors. In this sector everywhere is the lack of good governance, accountability, and transparency. Over the last few years, this field has birthed numerous controversies. The current situation of the Bangladesh banking industry also affects Bank Alfalah. Therefore, given the above situation, the researcher wants to show how cash management can help maximize profitability by examining the relationship between cash management and profitability. 

[bookmark: _Toc33304720]1.6 Research questions
· Which are the techniques used by Bank Alfalah is most effective according to employee perception?
· What is the relation between cash management and profitability?
[bookmark: _Toc33304721]1.7 Scope of the Study
Bank Alfalah is one of the leading international commercial banks in the Bangladesh banking industry for its successful banking service across the country. The report's focus is limited to the bank's overall overview, its facilities, its place in the industry and its competitive advantage as an international commercial bank. The performance of this report will help bring the current scenario situation before the manager’s concerned and higher authority and help to make effective and efficient decisions to achieve the business goals. The report will, therefore, provide some real opportunity to explore the factors as described by the organizational set-up, roles, and efficiency, as well as correction with the same bank categories. 
[bookmark: _Toc33304722]1.8 Limitations of the Study
The limitation I faced while doing my internship report is as follows:
· As I was more focused on the primary sources, there could be some degree of density with the information collected. To minimize the level of error, however, adequate verification and cross-checking were used.
· Confidential information about past income or expense of the commodity was not properly collected from financial information. Bank Alfalah, like all other banking institutions, is also very conservative and strict in the provision of that information.
· In those cases, I relied on some assumptions which produced some degree of inaccuracy as a result. Nevertheless, I had tried my best to get as much as possible of that sensitive information. Much of the analysis of the data collected is based on my understanding alone. This may result in some weaknesses, as a lack of knowledge and profundity of understanding that hinders me from producing an utter accurate and meaningful study. 

· Another obstacle restricting this study from being more detailed or comprehensive was the time constraint. The Department of General Banking and Cash is busy meeting their goals. So, making them free and having some practical ideas about their aspirations and opportunities about my subject was very difficult for me.




















[bookmark: _Toc33304723]Chapter-02 Literature Review
[bookmark: _Toc33304724]2.1 Introduction
The study aims, as mentioned above, to explain the strategies of cash management and to examine the relationship between cash management and profitability in the banking sector. Before going to explain and evaluate, certain ideas about cash management and profitability need to be discussed. This chapter will address the theoretical context of cash management, its techniques, profitability and relationship between cash management and profitability.
[bookmark: _Toc33304725]2.2 Cash Management
Cash management is the efficient accumulation, disbursement, and allocation of cash within an entity while preserving the liquidity of the business. In other words, it is the way a single company conducts its financial activities, such as investing cash in various short-term projects, raising profit, paying bills and liabilities and ensuing that it has enough cash available for future use. In the real world, companies have stringent cash management controls to track their inflows and outflows while maintaining sufficient amounts to capitalize on lucrative acquisitions or address unexpected liabilities. Efficient cash management prevents loss of money due to fraud or delay in transaction processing. (Fraser, 2000)
[bookmark: _Toc33304726]2.3 Cash Management Techniques
Without proper cash management techniques, an entity could run short of cash just when the entity most needs it. That might leave the entity incapable of paying suppliers, developing a marketing plan or even paying its staff. Thankfully, several techniques can be used by an entity to optimize cash management and keep the business functioning. (Godwin, 2011)





[bookmark: _Toc30886667][bookmark: _Toc33304909]Figure 2 Cash Management Techniques

2.3.1 Account Receivable
Plenty of businesses are too cautious when it comes to receiving unpaid invoices. Money customers owe an entity pays a significant role in your monthly cash flow, so having a solid tracking technique that owes the entity's money, how much they owe, and when payment was due is critical. Make sure that  your  account  receivable  are vigilant  in collecting such unpaid bills and request a weekly report showing the total remaining balance, along with a clarification why those payments were not received. (Salek, 2005 )
2.3.2 Line of Credit
One way to manage cash flow and prevent shortages is to create a credit line with your lender. The most entity's set up a credit line to cover those periods when sales fall short or when expenses run high. Enterprises can also take advantage of short term loans to provide the additional liquidity and cash management they need in challenging months. (Godwin, 2011)





2.3.3 Track Expenditure
Tracking your spending is one of the key factors that will help you make your budget effective. If you don’t know how much you spend every month, you won’t be able to say when you have spent too much.Even the small expenses can make your budget blow. There's many options to keep track of your expenses. A written ledger or tracking system is among the simplest. (Fraser, 2000)
2.3.4 Cash Collection and Disbursement
The cash inflow cycle should be showed by structured preparation and advanced strategies in handling cash efficiency. The two key strategies would be to allow customers to pay as quickly as possible and to convert customer’s payments to cash as soon as possible. (Nso, 2018)
For carrying out business activities, cash outflow or transfer of money to cover debt such as operating expense, interest payments for loans and receivables accounts during a given period. An accountant record cash disbursement transactions in cash disbursement journal on a monthly basis. (Carlson, 2020)
2.3.5 Cash Prediction
A cash flow prediction forecasts how much money you expect to come into and out of your company, include all of your revenue and expense. Cash flow forecasts for most companies typically span a 12month cycle. The company can, however, build a cash flow forecast on a weekly, monthly basis. That allows the company to earn interest income from the excess   cash that would otherwise have remained idle. Yet idle cash is inefficient for the company, if not expensive. If there is a shortage of cash during any given month, the company can arrange in advance for short-term funds, and thus always maintain short-term liquidity. (Nso, 2018)
[bookmark: _Toc33304727]2.4 Profitability
Profitability is one of four building blocks to evaluate the financial statements and the overall performance of businesses. The other three are efficiency, solvency, and market prospects. Such primary principles are used by investors, shareholders, and executives to assess how well a business is doing and what success it could have in the future if operations were handled properly. (Slywotzky, 2009)  
Revenues and expenses are the two main aspects of profitability. Revenues are profits for the company. That is the number of money businesses receive from selling products or providing services. However, it is not free to generate income. To produce these products and provide these services, companies need to use their money. Resources, such as cash, are used in the production process to pay for expenses such as employee payroll, rent, utilities, and other necessities. Profitability looks at the revenue and expenditure relationship to see how well a company is performing and the potential future growth a company might have. (Slywotzky, 2009)
[bookmark: _Toc33304728]2.5 Relationship between Cash Management and Profitability
Cash management systems today connect with corporate networks to facilitate data exchange and remote system management to improve performance and profitability. The cost of a cash management plan is recovered very quickly thanks to the regular savings that the system itself offers. What may initially seem a cost rapidly becomes an income driver delivering annualized cash and noncash savings the new and most exciting area of cash savings is now obtained by the seller who obtains temporary loans for funds in the cash management systems and is not yet deposited in the bank? Noncash savings include a dramatic reduction in management time that was previously required to align the transaction log with cash and bank deposit planning, as well as immediate accounting and preparing deposits. (Godwin, 2011).
Choosing the right cash management operator capable of managing the system's physical and technical deployment will dramatically speed up and smooth the profit maximization process.  Each department will consider carefully the features and functionality needed for effective implementation and use of cash management, which also improves profitability. Cash management efficiency is so essential for production entities whose assets consist mainly of current assets, as it directly affects the entity's liquidity and profitability. Working capital is also a significant outside source of capital for, especially small and medium-sized and high-growth entities. A greater amount of working capital makes it easier for a company to fulfill its short term obligations. This results in increased borrowing capacity and decreased default risk as it involves strict cash management policies to reduce losses. Therefore, it is important to say that cash management efficiency affects not only shorter financial performance                      (profitability), but also long-term financial performance (maximization of firm value). (Godwin, 2011) 
Indicators of cash management can help to measure how an entity can ensure financial performance over the short and long term. An entity will find out whether or not the cash management strategies are effective on profitability through cash management indicators. Description of some indicators of cash management is given below-
2.5.1 Current Cash Debt Coverage Ratio
The current cash debt coverage ratio is a liquidity ratio that calculates the relationship between operating net cash and the company's average current liabilities. This shows the company's ability to pay its current liabilities from operations. The formula's two elements are net cash from operating activities and average current liabilities. The net cash provided by the operating activities is the net cash generated during a given period from its operations. The average current liabilities are equal to the liabilities opening plus the liabilities closing divided by two. (Walsh, 2008) (Amuzu, 2010) (Jooste, 2007)
Current Cash Debt Coverage Ratio = Net Cash Flow from Operation / Average Current Liability
The better liquidity position is indicated by a higher current cash debt coverage ratio. In general, a ratio of 1:1 is considered to be very comfortable because having a ratio of 1:1 means that the business can pay all its current liabilities from the cash flow of its operations. (Walsh, 2008) (Amuzu, 2010) (Jooste, 2007)

2.5.2 Cash Interest Coverage Ratio
Cash interest coverage ratio is used to assess the capacity of an organization to make interest payments, which indicates how many times the cash outflows were offset by cash flows from operating activities. This ratio is generated when the net cash flow arising from operating activities plus interest charged and taxes paid is divided by the interest paid on long-term and existing obligations. (Tadija Đukić, 2013) (Amuzu, 2010) (Jooste, 2007)
Cash Interest Coverage Ratio = Net Cash Flow from Operation + Interest + Taxes / Interest
An acceptable volume of that ratio is assumed to be greater than 1. When the value of this ratio is less than 1, there tend to be issued with paying due interest payments, and the need to raise funds from outside sources. (Tadija Đukić, 2013) (Amuzu, 2010) (Jooste, 2007) 
2.5.3 Quality of Earnings Ratio
The earnings-quality ratio is defined as the ratio of cash flow from operations to net income. The difference between the operating profit for the period given and the net cash flow from operating activities is obtained with the aid of the earnings quality ratio. The ratio of operating profit and cash flow from operating activities is determined. (Tadija Đukić, 2013) (Amuzu, 2010) (Jooste, 2007)
Quality of Earnings Ratio = Net Cash Flow from Operation / Net Income
Generally, a ratio greater than 1.0 indicates high-quality income while a ratio of less than 1.0 indicates low-quality income. (Anon, 2003-2020)
2.5.4 Capital Expenditure Ratio 
Capital expenditure ratio shows the ability of the organization to fulfill its capital expenditure requirements by mainly using the cash flow from operating activities. The ratio is derived from operating activities and capital expenditure as the percentage of net cash flow. Additionally, the capital expenditure ratio can be calculated when the net cash flow from operating activities is divided by capital expenditure. (Tadija Đukić, 2013) (Amuzu, 2010) (Jooste, 2007)
Capital Expenditure Ratio = Net Cash Flow from Operation / Capital Expenditure
If the indicator value exceeds 1 it is a clear sign that the organization has enough funds to finance its growth. If the value is below 1, then in the future the organization will need additional funds from external funding sources to undertake successful investment programs. (Walsh, 2008) (Amuzu, 2010) (Jooste, 2007)
2.5.5 Cash Flow Return on Asset
As a result of owning a collection of assets, cash return on assets calculates the relative net amount of cash spun out. The metric is widely used by analysts to assess business performance within the same sector, as the cash flow statistic is very difficult for somebody to obfuscate. Thus the ratio is an industry-wide fairly reliable and comparable measure of asset performances. (Walsh, 2008) (Jooste, 2007) (Amuzu, 2010)
Cash Flow Return on Asset = Net Cash Flow from Operation / Average Total Asset
Cash flows to total asset ratio show investors how effectively the business uses its assets to collect cash from sales and clients. The higher the percentages, the more efficient the organization will be. And the lower percentage shows that the organization is inefficient. (Walsh, 2008) (Jooste, 2007) (Amuzu, 2010)










[bookmark: _Toc33304729]Chapter-03 Organizational Background
[bookmark: _Toc33304730]3.1 Company profile
Bank Alfalah is the fifth-largest bank in Pakistan with a network of 600 branches in over 200      cities across Pakistan including an international presence in Afghanistan, Bangladesh, Bahrain, and UAE representative office. The Abu Dhabi Group owns and operates the bank. World Bank International Finance Corporation (IFC) partnered with the Bank in 2014, holding a 15 percent stake in Alfalah Bank.
Operations in Bangladesh began with the acquisition of Shamil Bank of Bahrain from 2005. The Bank has since grown from a single branch operation to seven branches including Dhaka,           Chittagong, and Sylhet and aims to spread throughout the country.
The Bank provides financial solutions for individuals, businesses, organizations, and governments through a wide range of products and services, including corporate and investment banking, consumer banking and credit, commercial, small and medium-sized enterprises, Islamic and asset finance. The bank looks to an optimistic future and aims to continue investing in its core strengths to deliver ' Best in Class ' products and services to its diverse customer base. 
Bank Alfalah comprises two branch types: 
· Conventional Branches of Banking 
· Islamic Branches
[bookmark: _Toc30886668]





[bookmark: _Toc33304910]Figure 3 Branches




[bookmark: _Toc33304731]3.2 vision
· To inspire and empower people in life and business to do things differently, and shape their path.
· To be the leading local & international organization providing the full range of financial services to all segments under one roof.
[bookmark: _Toc33304732]3.3 Mission 
· Looking with fresh eyes at the market for new opportunities and looking for new ways to help our clients to thrive and advance the world of finance.
· Working to develop and manufacturing the most innovative products, managing customerexperience, delivering quality services that determine the success of the brand, creating acompetitive advantage and growing profitability, thereby giving value to stakeholders.

[bookmark: _Toc33304733]3.4 Objective
· Working for Small and Medium Enterprise growth.
· To remain one of the best banks in terms of profitability & quality of assets is Bangladesh
· Providing loans to genuine and competent businessmen, mainly for building industrial units and producing goods that are in demand in domestic or international markets.
· Identify profitable investment areas and find ways to invest in new products and grow      them.
· To manage and operate the bank in the most efficient way to achieve its objectives, to cooperate and with organizations responsible for promoting and supporting small industries facilitate banking connectivity through internet upgrade and mobile banking.
[bookmark: _Toc33304734]3.5 Corporate Departments of Bank Alfalah
3.5.1 Account Opening Department
Borrowing funds from various sources has become an essential element of today's enterprises sectors.But in the case of bank borrowing funds from outside parties, it is more important, as a   bank's lent capital is much greater than its own. Borrowing from banks is mostly in the form of deposits. Such savings are lent to various parties and this deposit comes from opening various forms of bank accounts (Savings Account). The bank does not issue a cheque with a date of six months or more. It is called Dormant Account if an account is not run in six months.
3.5.2 Marketing Department
There are two responsibilities in this department: 
· Develop new products and 
· Sales promotion 



Sales include: 
· Direct sales and 
· Telemarketing
Sales (acquisition) includes the installation of POS machines at various dealer locations. Procedural steps are:
· Survey of locations 
· Profile of merchants 
· Relationship with other banks. 
· POS installation at various dealer locations.
3.5.3 Finance Department 
The section covers settlement of all fees relating to cardholders, retailers, treasury offices, agreements for arbitration, and financial account planning. Within the finance department there are three sections: 
· Accounts payable and final accounts include seller payments, cardholder’s payable bills and salary payment.
· Settlements include general accounts and all cardholders ' debit and credit charges.
· Reconciliation includes suspension accounts and suspension accounts adjustment.
3.5.4 IT Department 
This department includes credit and maintenance and software support, in house programming   and development, and in-house technical support.
3.5.5 Operations Department
The department covers authorization, printing, item sorting, fraud control, dispute resolution,      shipping, archiving, and customer service.


3.5.6 Cash Department 
This service includes receipts and payments.  
· Receipts: The depositor's slip is issued in this form and reported in the accounts                concerned. 
· Payments: In this search, the cash payment officer is handed over for payment.
3.5.7 Department of Clearing 
Inward and outward clearing includes. 
· Inward clearing: this requires bank-honored checks. The SBP clears the draft cheque. 
· Outward clearing: the search of other banks for collection is sent here.
3.5.8 Accounting Department 
This department deals with income, expenditures, assets, and liabilities, in which all vouchers issued on the same day are sent to the accounting departments on the next day.
3.5.9 Departments of Remittance 
Bank Alfalah uses several modes of transfer of funds. These are draft demand, transfer telegraphic, pay the order, deposit call, pays lip, and money gram.
3.5.10 Credit Department
This includes the credit marketing department, credit management department, and business finance department. The department is working to expand the loans under the SBP regulations.
3.6 [bookmark: _Toc33304735]Product and Service of Bank Alfalah
· Alfalah Visa Debit Cards: Alfalah Visa Debit Card provides you with quick and easy access to your account with a simple swipe of your card at millions of ATMs and retail stores. If you have this facility then there is no need to deal with physical cash withdrawal, just swipe your card and you will complete your transaction in no time. Alfalah VISA Debit Card saves from the difficulty of carrying cash or writing checks, as well as the freedom to make electronic payments anywhere in Bangladesh to track and record each transaction. The SMS alert facility is provided free of charge where SMS alerts are sent to the customers registered mobile number for any Alfalah debit card transaction.
· Alfalah Current Account: Alfalah Current Account is a noninterest-bearing checking account to assist customers with convenience and accessibility in meeting their day to     day banking requirements. This product will offer the opportunity for target customers to enjoy banking services alongside several attractive banking facilities.
· Alfalah Monthly Premium Account: The Alfalah monthly premium account is designed to cater to the everyday banking needs of large transaction volumes. Not only does it come with a current accounts flexible features but it also gives the benefits of a    savings account. This is a bearing account of income/interest. 
· Alfalah Premium plus Savings Account: Alfalah Premium plus Savings Account is tailor-made for savers looking with profit/interest payments every month to earn a return on their balances.
· Alfalah Savings Plan: The Alfalah Savings Plan (ASP) is designed to take into account  fixed monthly deposits or any additional contribution at the option of the customer to accrue over a fixed period and to provide monthly profit/interest.
· Alfalah Special Notice Deposit Account: Alfalah Special Notice Deposit Account is a   product that keeps the funds for a short period and earns daily profit/interest with the convenience of the unlimited transaction number. This product is intended for those who wish to take advantage of profit/interest on a large number of deposits.
· Alfalah Udyog Current Account: Alfalah Udyog is a Current Account cost transaction, easy access to funds and transfers of funds across the nation.
· Lockers: Bank Alfalah provides its customers with safe deposit locker facilities to keep   their valuables, such as records, securities, and jewelry, etc. secure. Bank Alfalah is the best trustee amongst all for snatching the peace of mind. Because of the reasons the Bank provides simple lockers with exceptional service.


[bookmark: _Toc33304736]3.7 Operation Details of Bank Alfalah
· Receiving / Withdrawing Deposits: One of a banks duties is to obtain and pay fund from deposit into their customers account every day hundreds of transactions occur, and hundreds and thousands or even millions of takas are obtained and pained every day.
· Lending (loan): The bank aims to benefit by obtaining from one client and lending it at an interest to another.
· Portfolio Management (investment): Managing a bank's assets in other companies and portfolios to reduce risk and gain more revenue.
· Encourage technology use (ATMs, Internet banking, etc.): Encouraging technology helps banks operate more efficiently and resource management. Price extra can be avoided and long-term benefits can be gained.
· Money transfer: The bank offers its client the service of transferring funds on request,    this is mainly a transfer of funds from salary payments to other people's accounts from a    company or individuals account.


[bookmark: _Toc33304737]3.8 CSR Activities of bank Alfalah
· AlfalahDonation to the Prime Minister's Relief Fund & Poor People: Bank Alfalah issued blankets to the Prime Minister's Relief Fund and also distributed blankets through bank branches to poor people in various parts of the country. The Bank also made donations through the Banks Association of Bangladesh (BAB) to the said Trust.
· Education Development Program: Bank Alfalah held the Education Development program (EDP) in 2005. Bank Alfalah did the Target Foundation for Americans & Well-wishers from home and abroad for poor child education development.
· Alfalah Model Clinic (AFMC): Bank Alfalh created a poor people clinic and voluntary services provided by Bank Alfalah's community staff in 2011-2013.
· Water & Sanitation Pilot Project: Alfalah did Coalition of Urban Poor (CUP) & UNICEF, Dhaka for the awareness of using sanitation among poor people.
· Palm Oil Production: As part of ongoing CSR activities, Bank Alfalah Country Head  Mr. S. A. A. Masrur handed over a check for BDT 457,500 to the owner of the Shumon Agricultural Monogram Firm, Comilla Mr. Monjur Hossain, a pioneer in Bangladesh's    Palm Oil cultivation.



















[bookmark: _Toc33304738]Chapter-04 Methodology
[bookmark: _Toc33304739]4.1 Introduction
This chapter describes the strategies used by the author to obtain information about the research issue and include research design, study population, sample size and selection, sampling techniques and procedure, data collection process, data analysis, variables calculation. It also points to the issues the analysis faces.
[bookmark: _Toc33304740]4.2 Research Approach
Quantitative research is defined by collecting quantifiable data and performing statistical, mathematical, or computational techniques as a systematic investigation of events. Quantitative research uses sampling methods to collect information from existing and potential customers and send out online survey, online polls, questionnaires etc. The results of which can be reproduced in numerical form. After having understood these numbers carefully to predict the future of a product or service and make changes accordingly.
Quantitative analysis models are unbiased, comprehensive and even investigation several times over. The results of this research method are rational, numerical and unequivocal. Data collection took place using a systematic process and was carried out on larger samples representing the entire population.
4.2.1 Research Method
The quantitative analysis is data-oriented, as described above. Quantitative work is carried out in two ways. We are as follows:
4.2.1.1 Primary Quantitative Research Approach
The distinctive feature of primary research is that the researcher focuses on the direct collection of data rather than on the data collected from past studies. Primary quantitative research, as well as the process flow, can be broken down into three further distinctive tracks. Primary quantitative research techniques are used to analyze this report are given below.

Survey Research
Survey Research is the most important tool for all methodologies and studies in quantitative research. Surveys used to ask a range of respondents questions using different types such as online polls, online surveys, paper questionnaires, and web intercept surveys, etc. Each small and large company wants to learn what their customer’s think of their products and services, how well the new features are faring in the market and other information like that.
Correlational Research
There is an invariability of a comparison between two entities. Research on correlation is conducted to establish a relationship between two closely-knit entities and how one affects the other and what are the changes that are ultimately observed. This research method is carried out to give value to the relationships that are naturally occurring, and a minimum of two different groups are needed to effectively perform this quantitative research method. A relationship must be established between two groups or individuals, without assuming different aspects.
4.2.1.2 Secondary Quantitative Research Approach
Secondary quantitative analysis or desk research is a form of research involving the use of either existing or secondary data. This research method involves gathering quantitative data from existing sources of data such as the Internet, government resources, libraries, research reports secondary quantitative research helps validate the data gathered from primary quantitative research as well as help reinforce or prove or disprove previously gathered data.
[bookmark: _Toc33304741]4.3 Study Population
The study population includes employees of the Bank Alfalah, Gulshan branch, and Mirpur        Branch. The branches have 75 employees involved directly in banking operations.
[bookmark: _Toc33304742]4.4 Sample size and Sampling Procedure
The sample size was determined using a hypothesis and experience as its small sample. It picked a total of 70 respondents for the analysis. Simple random sampling was used for field selection of the respondents.
[bookmark: _Toc33304743]4.5 Data Source
In this analysis, the study used both primary and secondary sources of data to arrive at the required information for the subject under review. Primary sources include hands-on job conversations with colleagues, bank annual reports, and interim memos, correspondence, quality training.
[bookmark: _Toc33304744]4.6 Data Collection Method
Research questionnaires were used for survey and issued to employees of the Bank. The self-administered questionnaires are common because, at their convenience, they are filled out by the respondents and designed for large samples. Some questions ended up free, others ended up close. The recent five years of bank Alfalah annual reports are used for correlation analysis. Here the data of Bank Alfalah’s Islamic Branch (Motijheel) is not taken for correlation analysis. Because the Islamic branch follows (Soria Vittik Banking) which is profit-sharing rather than giving interest.  
[bookmark: _Toc33304745]4.7 Data Processing and Analysis
Survey research
Questions are designed for survey research and are sent to the respondent. Then the data were coded and entered in the sheet Excel. Then a percentage analysis is performed on each questionnaire's excel. And presented in table form of frequencies, pie charts.
Correlational Research
To analyze the relationship between cash management and profitability, five cash flow ratio indicator are used. First, five-year annual report data is coded and ratios are calculated in excel. The ratios in the report were interpreted as follows. Scoring had done, according to years, to find out the cash management efficiency score. Then a correlation graph with the efficient scores and profitability is analyzed in excel each year.
 
.
[bookmark: _Toc33304746]Chapter-05 Analysis and Findings
[bookmark: _Toc33304747]5.1 Introduction
This chapter describes the study's analysis, results, and interpretation and organizes it according to the research objectives to find out the most effective cash management techniques according to employee perception and to analyze the relationship between cash management and profitability.
[bookmark: _Toc33304748]5.2 Most Effective cash Management Techniques according to employee perception
5.2.1 Demographics Information of respondents
Among the two branches of Bank Alfalah, there are 70 respondents out of whom 54.28 percent were females, whereas only 45.71 percent were males, indicating that the females were more active and available to participate in the sample. (Appendix 2, Table 6).
In the term of age, 21.42 percent were between 19-30 years of age, while 42.85 percent were between 30-40 years of age, with 35.75 percent showing they are over 40 years old. The findings above indicated that the respondents were sufficiently old to provide the necessary  information about the study. (Appendix 3, Table 7)
Among the respondents, 35.71 percent had earned masters concerning qualification, followed by 64.28 percent who had achieved an MBA respectively. Consequently, the findings show that the respondents had the qualification required to participate in the study. (Appendix 4. Table 8)






5.2.2 Employee Perception of Cash Management Techniques
[bookmark: _Toc30886669][bookmark: _Toc33304911]Figure 4: Does the bank use the database of receivable accounts?


According to the figure, 18 percent are agreed upon and 76 percent are strongly agreed that the bank is using the receivable account database. And six percent stay neutral.
[bookmark: _Toc30886670][bookmark: _Toc33304912]Figure 5 Does the bank track expenditure?

According to the figure, 64 percent agree that expenditure is being tracked by the bank and 27     percent strongly agree on this. And 9 percent remain neutral regarding tracking expenditure.
[bookmark: _Toc30886671]
[bookmark: _Toc33304913]Figure 6 Does the Bank use a Credit line? 



According to the figure, 53% agree that the bank uses the credit line and 31% agree strongly on this. And 16% remain neutral.
[bookmark: _Toc30886672]





[bookmark: _Toc33304914]Figure 7 Does the bank use cash management and cash disbursement?


Approximately 90% of the respondents strongly agreed that the bank using cash collection and disbursement, and approximately 10% agreed.
[bookmark: _Toc30886673][bookmark: _Toc33304915]Figure 8 Dose bank use cash projection?


Nearly 47 percent of respondents strongly agreed that the bank is using cash prediction and         nearly 36 percent agreed. 17 percent stay neutral.
[bookmark: _Toc30886674]
[bookmark: _Toc33304916]Figure 9 Should the bank keep maximum cash balance?



Approximately 37 percent agreed that the bank must keep the maximum cash balance, 21 percent agreed strongly on this. 5 percent remained neutral. 23 percent disagreed and 8 percent disagreed strongly about it.

Therefore, the percentage of results above shows that according to employee perception bank Alfalah's two most successful cash management techniques are the accounting receivable database and the cash collection and disbursement. Tracking expenditure, credit line, and cash projection are almost effective methods of cash management, and approximately half of the employees agreed that the bank should hold the maximum cash balance as an effective tool.

[bookmark: _Toc33304749]5.3 relationship between Cash Management and Profitability
5.3.1 Interpretation of Ratios
Current Cash Debt Coverage Ratios
In the year 2016 ratio is (0.5115):1 which is poorest considered to be a very stable and a better    liquidity situation. In the year of 2014, 2017, 2018 ratio is 0.7067:1, 0.5365:1, 0.8495:1 which           is average.  It is 2.6134:1 in 2015 which means a better liquidity position in 2015. (Appendix 06)
Cash Interest Coverage Ratio
It is assumed that a sufficient amount of that ratio is greater than 1. There tend to be problems    with paying due interest payments when the value of this ratio is less than 1. Every year from 2014 to 2018 the ratios are 24.57, 10.86, 1.10, 2.50, and 2.67 which are than 1 means the bank will pay interest on time. (Appendix 06)
Quality of Earnings Ratio
Generally, a ratio greater than 1.0 implies high-quality income while low-quality income implies a ratio of less than 1.0. The bank had earned low-quality income just in 2016 which is (0.4622). Otherwise, it has earned a high-quality income each year. They are 3.3509, 4.4664, 1.4979, and 2.3827 in 2014, 2015, 2017 and 2018. (Appendix 06) 
Capital Expenditure Ratio
As if the value of the indicator exceeds 1 it is a clear sign of the company having sufficient funds to finance its growth. If the value is below 1, then the company will need additional funding from outside funding sources in the future. The ratio 1.4737 shows that the bank has sufficient funds in 2018 to finance its growth. Otherwise, the ratio are 0.2348, 0.9351, (0.0804) and 0.3168 in 2014,2015, 2016 and 2017 is less than 1 which means that the bank had taken additional funds from outside sources. (Appendix 06)


Cash Flow Return on Asset Ratio
The higher the percentage the more efficient the organization is. And the lower percentage indicates an inefficient organization. The ratio is 2015 is 9.4 percent, which means that the bank is very effective, good in 2014 and 2018 and the ratios are 4.8 percent and 3.2 percent  and weak in 2017 and 2016 and the  ratios are 2.1 percent and (1.1) percent. (Appendix 06)
5.3.2 Cash Management Efficiency Score
[bookmark: _Toc33305157]Table 1 The Year 2014 
	
	Very Bad
Score (1)
	Bad
Score (2)
	Neutral
Score (3)
	Good
Score (4)
	Very Good
Score (5)

	Current Cash Debt Coverage Ratios
	
	


	
	
	

	Cash Interest Coverage Ratio

	
	
	
	
	


	Quality of Earnings Ratio

	
	
	
	
	


	Capital Expenditure Ratio
	

	
	
	
	

	Cash Flow Return on Asset
	
	
	
	

	


Total Score = 2+5+5+1+4 = 17
[bookmark: _Toc33305158]Table 2 The Year 2015 
	
	Very Bad
Score (1)
	Bad
Score (2)
	Neutral
Score (3)
	Good
Score (4)
	Very Good
Score (5)

	Current Cash Debt Coverage Ratios
	
	


	
	
	


	Cash Interest Coverage Ratio

	
	
	
	
	


	Quality of Earnings Ratio

	
	
	
	
	


	Capital Expenditure Ratio
	
	

	
	
	

	Cash Flow Return on Asset
	
	
	
	
	




Total Score = 5+5+5+2+5 = 22




[bookmark: _Toc33305159]Table 3  The Year 2016
	
	Very Bad
Score (1)
	Bad
Score (2)
	Neutral
Score (3)
	Good
Score (4)
	Very Good
Score (5)

	Current Cash Debt Coverage Ratios
	

	


	
	
	

	Cash Interest Coverage Ratio

	
	
	
	

	

	Quality of Earnings Ratio

	

	
	
	
	

	Capital Expenditure Ratio
	

	
	
	
	

	Cash Flow Return on Asset
	

	
	
	
	



Total Score = 1+4+1+1+1 = 08




[bookmark: _Toc33305160]Table 4 The Year 2017 

	
	Very Bad
Score (1)
	Bad
Score (2)
	Neutral
Score (3)
	Good
Score (4)
	Very Good
Score (5)

	Current Cash Debt Coverage Ratios
	

	


	
	
	

	Cash Interest Coverage Ratio

	
	
	
	

	

	Quality of Earnings Ratio

	
	
	
	

	

	Capital Expenditure Ratio
	

	
	
	
	

	Cash Flow Return on Asset
	
	
	

	
	



Total Score = 1+4+4+1+3 = 13



[bookmark: _Toc33305161]Table 5 The Year 2018 

	
	Very Bad
Score (1)
	Bad
Score (2)
	Neutral
Score (3)
	Good
Score (4)
	Very Good
Score (5)

	Current Cash Debt Coverage Ratios
	
	

	
	
	

	Cash Interest Coverage Ratio

	
	
	
	

	

	Quality of Earnings Ratio

	
	
	
	
	


	Capital Expenditure Ratio
	
	
	
	
	


	Cash Flow Return on Asset
	
	
	
	

	



Total Score = 2+4+5+5+4 = 20



5.3.3 Correlation Graph
· The R-value is in the range of −1 to 1.
· If R is close to 1 (if R is close to either 1 or −1), then the linear relationship is strong between x and y. 
· If R is close to 0 (if R is close to 0 and of any sign) then the linear relationship between x and y is weak.

	Year
	Efficiency score
	Net Profit

	2014
	17
	226718435

	2015
	22
	368631999

	2016
	8
	446386840

	2017
	13
	293161274

	2018
	20
	294006043



[bookmark: _Toc33304917]Figure 10 Correlation Graph

	R^2
	0.0124
	R
	0.111355287


A correction graph is created by efficient scores and net profit in excel.  Here Y=6Ex-1E+10 and R^2 = 0.0124 and a linear correction is between profit 250000000 to 350000000. So,   R = 0.1113 that is near 0. So the linear correlation graph shows that the efficiency score and       profitability of the linear relationship is poor. So there is a weak relationship between cash         management and profitability for bank Alfalah.
    





















[bookmark: _Toc33304750]Chapter-06 Recommendation and Conclusion
[bookmark: _Toc33304751]6.1 Recommendation
Therefore, based on the findings of the report, the auditor proposed that 
· The implementation of a cash management system involving support and collaboration between multiple departments, including Finance, Administration, IT, Protection and   Loss Prevention, is needed to improve productivity in a business.
· Banks need to choose the best cash management company to organize the physical and technical deployment of the program that can dramatically speed up and smooth the     process of maximizing profits. That department should consider carefully the features and functionality needed for effective deployment and use of cash management which also improves productivity.
· Finance management also needs to be discussed under three main threads such as          capital budgeting, capital structure, and management of working capital. The first two of them are mostly related to financing and long-term investment management.   Financial decisions on working capital, however, are mostly related to funding and controlling short term investments, which concurrently pursue both current assets and contractual obligations.

[bookmark: _Toc33304752]6.2 Conclusion
A country's proper financial system can contribute to the country's economy developing. Banks are leading in the finance system in our country. Again, private commercial banks, much better than state-owned banks, play an important and imperative role in our country's development. Bank Alfalah has a broad global reach and a strong position in emerging markets, complemented by strategic alliances and acquisitions. Bank Alfalah is not only one of the leading foreign banks, but also one of the few banks that has revolutionized the banking service industry through the adoption of modern technology and processes to improve customer satisfaction.
Although Bank Alfalah has operated around the globe with a strong brand image and customer satisfaction, it still needs to improve some of its lack to enrich and maintain a better reputation to become the best international bank in the world.
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Appendix 01
[bookmark: _GoBack]Questionnaire
Dear Sir/Madam,
I am a student at United International University, Nishat Anjum Ananna, and I intend to research the relationship between cash management and the profitability of the banking industry and the information you provide will be treated with utmost confidentiality.No one's name will be put for this study while compiling the report.
Demographic Information
Please mark "o" on the next to your answer.
1. Your Gender
	Male
	Female


	
2. Which age group you belong to?
	Below 18
	19-30
	30-40
	Above 40



3. Qualification of Respondents
	Certificate
	Diploma
	Masters
	MBA



Cash Management techniques used by Bank Alfalah
Please mark "o" on the next to your answer.
· Is Bank Alfalah using cash management techniques?
	Yes
	No





· Suggest your opinion about which techniques of cash management at Bank Alfalah are most effective.
	Techniques
	Disagree
	Strongly 
Disagree
	Neutral
	Agree
	Strongly Agree

	Does the bank use the database of receivable accounts?
	
	
	
	
	

	Does Bank track expenditure?
	
	
	
	
	

	Is the Bank using the credit line?
	
	
	
	
	

	Do the bank use cash collection and cash disbursement?
	
	
	
	
	

	Does the bank use cash projection?
	
	
	
	
	

	Should Bank Hold cash balance 
Maximum?
	
	
	
	
	









Appendix 02
[bookmark: _Toc33305162]Table 6 Gender
	Gender
	Frequency
	Percentage

	Male
	32
	45.71428571

	Female
	38
	54.28571429

	Total 
	70
	100


Appendix 03
[bookmark: _Toc33305163]Table 7 Age
	Age
	
	Frequency
	Percentage

	Below 18
	
	0
	0

	19-30
	
	15
	21.42857143

	30-40
	
	30
	42.85714286

	40 Above
	
	25
	35.71428571

	total
	
	70
	100


Appendix 04
[bookmark: _Toc33305164]Table 8 Qualification
	Qualification
	Frequency
	Percentage

	Certificate
	0
	0

	Diploma
	0
	0

	Masters
	25
	35.71428571

	MBA
	45
	64.28571429

	Total
	70
	100
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 Account Receivable Database

disagree	strongly disagree	neutral	agree	strongly agree	0	0	4	13	53	

Tracking Expenditure

disagree	strongly disagree	neutral	agree	strongly agree	0	0	6	45	19	

Credit Line

disagree	strongly disagree	neutral	agree	strongly agree	0	0	11	22	37	

Cash Collection and Disbursement

disagree	strongly disagree	neutral	agree	strongly agree	0	0	0	7	63	

Cash Projection

disagree	strongly disagree	neutral	agree	strongly agree	0	0	12	25	33	

Cash Balance Maximun 

disagree	strongly disagree	neutral	agree	strongly agree	16	8	5	26	15	

Efficiency score	
2014	2015	2016	2017	2018	17	22	8	13	20	Net Profit	

2014	2015	2016	2017	2018	226718435	368631999	446386840	293161274	294006043	
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Balance Sheet and Income statement

taka

Net Cash Flow from operation 759,716,356           

Average Total Asset 15,891,117,666

Average Current Liability 1,075,000,000        

Interest 41,304,414             

Tax 213,897,831           

Net Income 226,718,435           

Capital Expenditure ( purchase of security+ Purchase of fixed asset) 3,234,273,013        
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Bank Alfalah financial and auditor report 2015

Balance Sheet and Income statement

taka

Net Cash Flow from operation 1,646,488,701        

Average Total Asset 17,463,507,783

Average Current Liability 630,000,000           

Interest 187,773,425           

Tax 206,771,900           

Net Income 368,631,999           

Capital Expenditure ( purchase of security+ Purchase of PPE) 1,760,729,530        
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Bank Alfalah financial and auditor report 2016

Balance Sheet and Income statement

taka

Net Cash Flow from operation (206,347,129)          

Average Total Asset 18,944,003,300

Average Current Liability 403,401,509           

Interest 238,679,842           

Tax 232,482,454           

Net Income 446,386,840           

Capital Expenditure ( purchase of security+ Purchase of PPE) 2,564,535,465        
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Bank Alfalah financial and auditor report 2017

Balance Sheet and Income statement

taka

Net Cash Flow from operation 439,133,500           

Average Total Asset 20,759,468,550

Average Current Liability 818,401,509           

Interest 377,912,597           

Tax 129,825,454           

Net Income 293,161,274           

Capital Expenditure ( purchase of security+ Purchase of PPE) 1,385,871,032        
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Bank Alfalah financial and auditor report 2018

Balance Sheet and Income statement

taka

Net Cash Flow from operation 700,529,296           

Average Total Asset 21,811,705,556

Average Current Liability 824,551,281           

Interest 529,623,586           

Tax 186,329,616           

Net Income 294,006,043           

Capital Expenditure ( purchase of security+ Purchase of PPE) 475,345,609           
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Current Cash Debt Coverage Ratio =Net Cash Flow From Operation/ Average Current Liability

Year 

2014 0.706712889

2015 2.613474129

2016 -0.511517991

2017 0.536574646

2018 0.849588513

Cash Interest Coverage Ratio = Net cash flow from operation+interest+taxes/interest

Year 

2014 24.57167413

2015 10.86966394

2016 1.109499507

2017 2.505530534

2018 2.674507963
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Quality of earning ratio = Net cash flow from operation/ net income

Year 

2014 3.350924489

2015 4.466483391

2016 -0.46226078

2017 1.497924654

2018 2.382703732

Capital expenditure ratio = Net cash flow from operation/ capital expenditure

Year 

2014 0.234895555

2015 0.935117332

2016 -0.080461796

2017 0.316864621

2018 1.473726238
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Cash flow return on Asset Ratio = Net cash flow from operation / Averag total asset

Year 

2014 4.8%

2015 9.4%

2016 -1.1%

2017 2.1%

2018 3.2%
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