Financial Performance Analysis of Bangladeshi Banks
	
Financial Performance Analysis of Bangladeshi Banks

A Project Report 
On 
Evaluation of Financial Performances of Commercial Banks in Bangladesh
[image: ]
Supervised By
Mr. Muhammad Enamul Haque
Assistant Professor
School of Business and Economics
United International University
[bookmark: _GoBack]Prepared By
Md. Mahfuzur Rahaman
ID: 111 143 166
BBA Program
United International University

Date of Submission:
11thDecember, 2019

Letter of transmission

To
Mr. Muhammad Enamul Haque
Assistant Professor
School of Business and Economics
United International University
Subject: Submission of Project report.
Dear Sir, 
You will be glad to know that I have recently finished my project report according to your suggested topic on “Financial Performance Analysis of Bangladeshi Banks”. It is very important to analyze the financial performance of most of the banks of Bangladesh as we know the major purpose of financial institutions is to intervene between those who have funds and those who are looking for funds to run their own business or for personal use. To properly carry out these activities, the financial institution must have adequate and effective management to mobilize the resources of the banks adequately, the capital used as a resource to provide the service, an adequate amount of revenue greater than the cost of the operation, a system of adequate protection of company activities and an adequate financial situation to settle the receivables at the time of liquidity. The financial sector is essential for economic growth and industrialization through the channeling of funds, the establishment of a competent financial system, the social treatment of the investor and the optimal use of resources. The banking sector, in all economies, plays an important role in this regard. The banking sector plays an important role in channeling funds to industries and contributes to economic and financial growth and stability. A consolidated and managed banking sector can absorb a severe financial crisis in the economy and provide a platform to strengthen the country's economic system. The financial performance of the bank is essential for all interested parties, such as creditors, owners, investors, depositors, debtors, regulators, bank managers, and government.
Moreover, I have tried my best to follow all the guidelines and suggestions you had given to me during the project preparation period. I also want to ensure you all the data utilized in the report are true and relevant and haven’t copied from any direct source. 
I, therefore, pray and hope that your honor would be kind enough to accept my project report and oblige thereby. 
Sincerely yours, 
Md. MahfuzurRahaman
ID: 111 143 166
BBA Program
United International University


Preface

At the very beginning, I want to thank my ALMIGHTY ALLAH as well as my Parents for making me capable and supported me to complete my Bachelor of Business Admiration (BBA) Degree from United International University.

I want to thank my finance course faculty as well as my project supervisor Mr. Muhammad Enamul Haque, Assistant Professor, School of Business and Economics, United International University for sharing his valuable time and motivated me to start such an extensive report. The advices, he had provided me during the project had played a vital role while preparing the report. 

I also want to thanks the bank officials and staffs who supported me and shared their valuable opinion on the performance of their bank. Few of them are, Md. Riazul Karim, Junior Manager, Dutch Bangla Bank Limited, Basharul Islam, Manager of Finance and Accounts, Brac Bank Limited, &Zabid Iqbal, Chief Risk Officer (CRO), City Bank Limited. I highly appreciate their effort by reply my queries through LinkedIn.

Finally, I also want to thank my seniors and friends who helped me to acquire information from several banks, had collected annual report of various banks for me and also helped me to learn new concepts and ratios of finance course and for all of these support, I have been able to complete my report productively. 


Executive Summary



Bangladeshi banking sector is a mixed sector which includes nationalized, private and foreign commercial banks. Several efforts have been taken to explain the effectiveness as well as financial performance of these banks. To understand the performance of a bank, the relationships between variables such as Return on Assets (ROA),  Return on Equity (ROE), Price Earnings Ratio (PER), Loan Deposit Ratio (LDR), Current Assets (CA) & Capital Adequacy Ratio (CAR) need to be known so that analysts can get the true banking performance of the banking sector. 

The first chapter describes the introduction part of the study. We also use panel data model, the panel data model has been implicated to evaluate the impact of independent variables (PER, LDR, CA, and CAR) on the financial performance (ROA and ROE) analysis of Bangladeshi banks. The report is to analyze the financial performance of twenty (20) commercial banks of Bangladesh using the data set from 2014-2018 so that the report can portray the current picture of the commercial banking sector. The second chapter is the review of the literature that makes it easier for any reader who reads the report may get the proper understandings of the financial terms used in the report and also discuss variable specification. The third chapter is the analysis and findings of the report where descriptive statistics, correlation matrix are being analyzed through the variables mentioned above and also tested the hypothesis where Ho hypothesis is rejected and H1 hypothesis accepted. In model of ROA, I found that loan-deposit has significant influence on performance evaluation of commercial banks. But in ROE mode, no variable has been found statistically significant to influence the performances of banks.
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Chapter one
Introduction of the study


[bookmark: _Toc18453288]1.1 Introduction
The project or internship report is a pre-requirement of passing BBA and achieving the BBA degree from United International University. Students have to choose between internship and project program at the end of their degree course to apply their knowledge in the real world scenarios. A student who has chosen project program has to observe any sector or industry for three months and has to prepare a project report depending on his or her field of Study.
As a finance student and according to the suggestions of my project supervisor, I had chosen to work on the banking sector of Bangladesh and decided to aggregate few information that can make any one easy to evaluate the financial performance over last five years of the Bangladeshi commercial banks. Therefore, I had chosen the title of my project as “The financial performance analysis of Bangladeshi Banks”. 

1.2 Origin of the report
The project report on “performance analysis of Bangladeshi banks” has been generated for the completion purpose of my undergraduate degree of Bachelor of Business Administration program. The main purpose of project report is to get the student exposed to the greater knowledge. The main challenge was to translate the theoretical concepts into banking performance. 
The project report and the study have following purposes: 
• To get detail knowledge on the banking sector. 
• To experience the banking performance in our country. 
• To compare the real scenario with one bank to another
• To fulfill the requirement of BBA Program.




[bookmark: _Toc18453290][bookmark: _Toc18453289]1.3 Methodology of the report
The methodology section of the report describes in detail how the study was performed, the research methods used and the reasons why these methods were chosen. It should describe the participants and the research methodology used, Such as data collection procedures and data analysis procedures.
The panel data model has been implicated to evaluate the impact of independent variables (PER, LDR, CA, and CAR) on the financial performance (ROA and ROE) analysis of Bangladeshi banks.


1.4Objectives of the report
The primary objective is to evaluate the financial performances of commercial banks in Bangladesh. 
Specific Objectives: The specific objectives are more elaborate to understand the report purpose and they are listed below:
i. To conceptualize the financial performance analysis concept.
ii. To analyze the financial performance of twenty commercial banks of Bangladesh.
iii. To recommend few suggestions that can help to prosper the overall banking sector.







1.3.1 [bookmark: _Toc18453291]The Process of Data Collection:
The data and information of this report are collected through a lot of valid sources. The sources are separated into parts below:
a. Primary Sources: 
i. Through formal and informal communication with the banks’ representatives and financial personnel.
ii. 5 years of financial statement, annual report or yearly reports of the banks.
iii. From the queries that I have sent directly to the banks’ representatives through social media sites, such as Facebook, LinkedIn.
b. Secondary Sources: 
i. From the websites of the bank.
ii. From several published online books and journals of renowned writer.
iii. From the annual banking sector condition report of Bangladesh Bank.
1.5 [bookmark: _Toc18453292]Scope of the report
The scope of the report is to analyze the financial performance of twenty (20) commercial banks of Bangladesh so that the report can portray the current picture of the commercial banking sector. The variables used in the report to measure the financial performance are: Return on Assets (ROA), Return on Equity (ROE), Loan Deposit Ratio (LDR), Current Asset (CA), Capital Adequacy Ratio (CAR), Price Earnings Ratio (PER). Any reader of the report as well as bank officials can compare their performance with any other reputed bank from the report. 
Finally, this study arouses the curiosity and desire of other analysts to conduct a more comprehensive study in the field concerned.
1.6 [bookmark: _Toc18453293]Limitation of the report

The difficulties that I had to go through while preparing the report are listed below:
a. Lack of information of variables: there are a lots of banks’ annual report that do not publish the few information on its variables. For example: SIBL bank doesn’t provide it Credit Deposit Ratio in its annual report.
b. [bookmark: _Toc18453305]Confidentiality: A lots of information that were necessary to provide found very confidential. Due to the secrecy of the bank, I couldn’t add them in the report.
Background of the report
I. History of banking industry of Bangladesh
According to (Chowdhury, 2002), Bangladesh innate it’s banking edifice from the British period had which consisted several financial institutions and 49 banks before the partition of India in 1947. Dhaka Bank, founded in 1806, was the first commercial bank in the region of British India located in Bangladesh. Bengal Bank, the first modern British-dominated bank founded in India in 1784, opened its two branches in 1873 in Sirajganj and Chittagong, in the region of Bangladesh. Later, in 1862, Bengal Bank bought Dhaka Bank and opened its first branch in Dhaka the same year restoring and merging Dhaka Bank. Subsequently, another branch of the Bengal Bank was opened in Chandpur in 1900. Several other branches of the Bengal Bank opened in this region and some closed over time. There were six other Bengal Bank branches operating in Bangladesh until the division of British India in 1947(Chowdhury, A. (2002)), based in Chittagong (1906), Mymensing (1922), Rangpur (1923), Chandpur (1924), and Narayanganj (1926).
The country's central bank,“ The State Bank of Pakistan”, was established in July 1948, following the birth of Pakistan in 1947. Subsequently, the National Bank of Pakistan became a strong commercial bank in 1949. In general, 36 commercial banks were active throughout Pakistan until 1971. The Pakistanis owned most of these banks. Only three of them, namely the National Bank of Pakistan, Australasia Bank Ltd and Habib Bank Ltd., each with a branch in eastern Pakistan in 1949. In the years 1950-1958, other banks owned by Pakistan, such as Muslim Commercial Bank, Premier Bank Ltd, and Bank of Bhowalpur Ltd. had opened their branch in eastern Pakistan. Four banks belonging to Pakistan, Union Bank Ltd., United Bank Ltd., Commerce Bank Ltd., and Standard Bank Ltd. had banking activities in the province from 1959 to 1965. But all were based in western Pakistan. East Pakistan only had two banks belonging to local business groups in Dhaka. It was Eastern Mercantile Bank Ltd. which has now changed in Pubali Bank Ltd. and Eastern Banking Corporation Ltd. currently named Uttara Bank Ltd., established in 1959 and 1965 respectively.
At least, 1130 branches of 12 banks were active in eastern Pakistan in the beginning of 1971. The creation of an independent banking system in Bangladesh was created by the establishment of the Bangladesh Bank (BB) in 1972 by presidential order no. 127 of 1972 (entered into force on December 16, 1971). Through the Order, the eastern branch of the former Pakistan State Bank in Dhaka was renamed Bank of Bangladesh as a full office for the Central Bank of Bangladesh and for the entire Bank of Bangladesh. The company of the State Bank of Pakistan in Bangladesh was handed over to the bank.
The Bangladesh Bank has been entrusted with all the traditional functions of the central bank, including the exclusive responsibilities of issuing foreign currency, reserve conservation, formulation and management of monetary and credit policies and regulations. of the banking system, stabilization of internal and external monetary value, conservation of the nominal value of the Taka of Bangladesh, promotion of economic growth, development and development of the country's market.
The Bangladesh Banking (Nationalization) Ordinance enacted in 1972 nationalized all banks, except foreign banks. Six nationalized banks were established after the merger of existing banks in the period.
According to (Ahmed, 2015), the growth and development rate of the banking sector in the country was extremely slow until 1983 when the government authorized the creation of private banks and began the denationalization process: initially Uttara Bank the same year, then Rupali Bank and Pubali bank in 1986.
[bookmark: _Toc18453306]




Generally a bank with a high capital adequacy ratio is considered safe and likely to meet its financial obligation. DBBL, Bank Asia, ShahajalalIslami bank Limited, Social Islami bank ltd. banks capital adequacy ratio is equal. DBBL has the highest capital adequacy ratio (16%) and the lowest adequacy ratio (10%) is of Uttara Bank Ltd.



The current asset of DBBL is very low (1%) and premier bank is high (13%). Bank Asia, UCB bank, Exim bank, uttara bank had mostly equal current assets in 2018.



The Loan Deposit Ratio is expressed as a percentage, if the ratio is too high it means that the bank may not have enough liquidity to cover any unforeseen fund. EXIM banks LDR is high (10%) and Pubali bank LDR is very low (5%).


II. Contribution of banks in the Bangladeshi economy
Commercial banks played an important role in the economic development of Bangladesh. They provide investment funds in the public and private sectors. Furthermore, as noted, banks played a key role in the four key drivers of Bangladesh's economic growth.
However, the banking sector faces several challenges, including lack of strong leadership, poor governance, poor management, and failure to meet the ethical standards that lead to various types of bank scams such as money laundering and lack of execution in the non-performing loan.
According to (Chowdhury, 2002), Bangladesh is a country that relies on imports. For the development of the industrial sector, including the RMG sector, the sector must import machinery, raw materials, and accessories. Banks provide financial support and risk management services in the sector.
In the year 2017, private commercial banks (PCBs) were the largest (5%) export financing, followed by state-owned commercial banks (SCBs). In the apparel sector, the RMG sector received the largest percentage of bank financing and volume and ratio between 2014 and 2017. The amount of import money has increased over the years. Total imports (C&F); including EPZ's imports, have more than doubled, from $ 26,627 million to 2016-2015. In the year, it stood at $ 43,663.0 million.
According to Primal, in facilitating the remittance of migrant workers, banks had played an important role. Between the period of 2010 to 2011 and 2016 to 2017, the country received some concessions than from the past; and the amount of grant through banking channels has also decreased. However, remittance has increased in Bangladesh in the last financial year after a sharp recovery in global economic activity, especially in the Middle East (Chowdhury and Ahmed). 

The main factors that contributed to the increase in remittances from banking channels in the last financial year were: 
· Bangladesh Bank (BB) has increased surveillance in Hundi, many migrant workers making illegal departure to send home. 
· Many banks, which have faced US $ deficit in recent months due to rising imports and reduced export earnings, have intensified their efforts to increase remittances through their respective channels; 
· Higher rates paid by local banks; 
· The amount of BDT against the US dollar;
The government has given the highest priority to the agriculture sector and its associated sectors for adequate credit at low cost considering the importance of the agriculture sector. The crop's recipient received half of the total agricultural credit, followed by livestock and other agricultural activities from 2013 to 2017 as the provision of bank loan exceeded the target.
Private commercial banks (PBCs) were then taken for most agricultural credit financing, followed by state-owned commercial banks, specialized banks, and foreign commercial banks (annual report of the Bangladesh Bank). Between 2001-2002 and 2017-2018, the total distribution of Bangladesh Krisi Bank in the agricultural sector increased fivefold, from $ 15.66 billion to $ 82.15 billion; and the total distribution on crop sub sectors increased by about BDT 85.5 billion to $ 30.22 billion. 
Between 2007 and 2017, the short-term loan ratio was higher than the long-term one, and the gap has increased over the past five years. During those 17 years of the financial year, about 82% of the distribution was in the form of short-term loans and the rest were long-term loans for agricultural machinery, irrigation equipment, and livestock. Credit for agricultural production and poverty alleviation programs was approximately 59% and 11% of total short-term loans, respectively. About 8.8686 millions of farmers benefited from agriculture in rural area. About 3 million small marginal farmers have received about 1.5 billion BDT agricultural loans from several banks. In the underdeveloped areas, more than 5,007 farmers have received about 1.5 billion BDT of agriculture and poultry. Over 3,000 farmers in the three hill districts received about 0.5 billion BDT at a mere 0.5 percent interest rate. At present, about 1.5 billion BDTs were provided to approximately 1.82 million farmers through more than 1.5 loan grant programs organized by different banks. BB has established a special refinancing service under which it has given a credit of $ 1.22 billion to 1.5 million people with limited access to banks through BRAC. Also, special BB re-financing has been implemented in the jute and dairy products manufacturing sector (Bangladesh Bank Annual Report 2018).
Bangladesh Bank encouraged all banks and central investment banks to lend to women entrepreneurs at low interest (5%). In addition, it has established an office dedicated to female entrepreneurs and instructed all international banks and financial institutions to do the same, save 5% of the SME funding for female entrepreneurs only, and provide loans to new female entrepreneurs. This sector and at least 5% is fine. 2.2 million BDT female entrepreneurs who have only a personal guarantee but have no guarantee under their refinancing facility. At the end of June 2017, 20,300 million BDTs were refinanced in 19,098 female-run companies.

Chapter two
Literature review


[bookmark: _Toc18453294]Literature Review
[bookmark: _Toc18453295]A literature review is an academic work, which includes current knowledge, key findings, as well as a specific topic with theoretical and methodological contributions. Literature review does not inform secondary sources and new or original experimental work. The literature review of this report is based on the financial performance analysis so that any reader who reads the report may get the proper understandings of the financial terms used in the report.
According to Investopedia, Financial performance analysis is a subjective measure of how a company can use and earn resources in its primary management system. The term is also used as a general measure of a company's general financial health over a period of time. Analysts and investors use financial services to compare similar companies in the same sector or to compare sectors or sectors in total.
According to (Pandey, 2001), there are many ways to measure financial performance, but all measures must be taken comprehensively. You can use line items, such as transaction revenue, revenue or transaction cash flow, as well as total unit sales. In addition, analysts or investors can further investigate financial statements and look for margin growth rates or reduced debt (M., 2005).
There are many players in a commercial company or lender, bond lender, investor, employee and management. Each group has an interest in monitoring the financial performance of a company (M., 2005). Analysts learn the financial viability of the company's published information on the annual report. All-State enterprises and financial institution must issue SEC Annual report. The purpose of the report is to provide accurate and reliable financial statements to interested parties that provide an overview of the financial viability of the business.
In addition, the organization's administration monitors and signs these statements and other disclosure documents (Pandey, 2001). Therefore, the Annual report is the source of the complete information of the financial services available to investors every year. The annual report includes three financial statements: balance sheet, income statement and cash flow statement.
Most importantly, financial performance identifies how a company earns revenue and manages its financial assets, liabilities, and interests of its stakeholders.

After knowing the three parts of financial statement, we need to know the most important part of performance analysis of a company that is ratio analysis. Usually, when analysts and investors talk about quantitative or fundamental analysis, they usually refer to the analysis of the ratio. According to (Ahmed, 2015), ratio analysis uses current and historical balance data to evaluate a company's performance and financial health. The information from the financial statements is used to compare the performance of a company over time, to determine whether it improves or decreases, to compare the company's financial position with the average state of the sector or to compare one or more companies with a company that operates in the same sector. To see how the sector piles up the sector.
Moreover, according to (Chowdhury T. A., 2009), the other useful application of the Ratio analysis is to compare the business with the industry's average. Calculating the ratios for competitors in a particular sector and comparing them with all companies can reveal both positive and negative information.
Since companies in the same sector usually have capital structure and capital investments, their proportions are substantially the same. Different reports could indicate that a company has a potential problem and that it makes its competitors less efficient, but it can also mean that a particular company is achieving much better results than its competitors in making a profit (Chowdhury T. A., 2009). Many analysts use the reports to examine the most and least valuable companies in the group, in all sectors.












Model specification

The methodology section of the report describes in detail how the study was performed, the research methods used and the reasons why these methods were chosen. It should describe the participants and the research methodology used, Such as data collection procedures and data analysis procedures.
The panel data model has been implicated to evaluate the impact of independent variables (PER, LDR, CA, and CAR) on the financial performance (ROA and ROE) analysis of Bangladeshi banks. The model is evolved into two equations:
Model 1: ROA= α+β1 PER + β2 LDR + β3 CA+ β4 CAR+ ε……….. (1)
Model 2: ROE=α+β1 PER+ β2 LDR +β3 CA+ β4 CAR+ ε…………… (2)

In the overhead equations, ROA and ROE are the dependent variables. β0 is the constant and β is the explanatory variables coefficient. PER, LDR, CA, and CAR are the independent explanatory variables and eitis the term for error (presumed to be independent and insignificant).










Variables Specification 

The ratios of variables that are highly important to analyze the financial performance of any company are described briefly in below:

a. [bookmark: _Toc18453298]Return on Assets (ROA)
Companies (at least those that survive) have the ultimate goal of efficiency: make the most of scarce resources (Ahmed, 2015). Comparing profits with income is a useful commercial measure, but comparing them with the resources used by a company to earn money greatly reduces the viability of its existence. Return on assets (ROA) is the simplest of these optimal business measures. ROA is calculated by dividing the net income of a company by the total of its assets. As a formula, it would be expressed as follows:
Return on Assets= Net Income/Total Assets
A higher ROA indicates greater asset efficiency. And lower shows the opposite.

b. [bookmark: _Toc18453299]Return on Equity (ROE)
Return on Equity (ROE), a ratio that helps investors with an idea of ​​how a company (or more specifically, its management team manages the funds contributed by shareholders. In other words, it measures the profitability of a company in relation to equity. The higher the ROE, the more efficient the management of a company generating revenue and growth through the financing of its capital.
The Formula of Return on equity is:

Return on Equity= Net income/ Shareholders Equity
According to (Ahmed, 2015), ROE is often utilized to estimate a company with its rivals and the market in general. The ratio is particularly advantageous when comparing companies in the same sector, as it tends to provide precise indications of companies that exercise greater financial efficiency and the valuation of almost all companies with mainly tangible assets, and not incorporeal.
c. [bookmark: _Toc18453300]Price Earnings Ratio (PER)
The Price Earnings Ratio is the valuation ratio of a company that measures the current price of its shares against its earnings per share (EPS). The P/E ratio is sometimes also called a price multiple or a multiple of earnings.

The Formula of Price-Earnings Ratio is: 
P/E Ratio= Market Value Per share/ Earnings Per share
Investors and analysts use the price-earnings ratio to determine the relative value of a company's stock. It can also be used to compare a company with its own history or to compare global markets with each other or over time.

d. [bookmark: _Toc18453302]Loan Deposit Ratio(LDR)
The LDR is used to measure a bank's liquidity by comparing a bank's total loans with its total deposits during the same period. 
The formula of Loan to deposit ratio is: 
Loan Deposit Ratio: Total Loan/ Total Deposit

If the index is too high, it means that the bank may not have enough liquidity to meet the unexpected needs of the funds. On the other hand, if the ratio is too low, the bank may not earn as much as it could be. We have to divide the total amount of a bank's loans by the total amount of deposits for the same period while calculating the deposit/deposit ratio. The total loans and amount of deposits can be found by any bank's balance sheet or from the annual report. Deposits are recorded as liabilities and loans as assets.

e. [bookmark: _Toc18453303]Current Asset (CA)
The formula for CA is calculated by adding up all balance sheet assets that can be converted into cash over a period of one year or less. Current assets mainly include cash and cash equivalents, inventories, prepaid expenses, trade receivables, marketable securities, etc. Adding all this to other liquid assets of this type can help the analyst understand the short-term liquidity of a company.

The formula of the Current Asset Ratio is:
Current Assets = Cash and Cash Equivalents + Accounts Receivables + Inventory + Marketable Securities + Prepaid Expenses + Other Liquid Assets
It is interesting to note that, in general, current assets are recorded in the company's balance sheet in decreasing order of liquidity and that liquidity is the most liquid form of current assets, i.e. it is easily convertible into cash. These short-term assets are the key components of the Group's short-term and network capital requirements.

f. [bookmark: _Toc18453304]Capital Adequacy Ratio (CAR)
The CAR ratio is also known as the risk capital adequacy ratio (CRAR), which shows the relation between the capital of a bank and its risk. National regulators follow a bank's CAR to ensure that it can absorb a reasonable amount of losses and comply with legal capital requirements. It actually measures the capital of the bank shared the percentage of a bank's weighted credit risk. More specifically, the ratio aims to protect depositors and promote the stability and efficiency of financial systems worldwide.
The formula of Capital Adequacy Ratio Is:
Capital Adequacy Ratio= (Tier 1 Capital + Tier 2 Capital)/ Risk weighted assets
Two types of capital are measured: Tier 1 capital, which can absorb losses without the bank having to interrupt operations, and Tier 2 capital, which can absorb losses in the event of liquidation and, therefore, offers a degree of less protection for depositing investors.











The table below describes the variables in brief.
	Variables
	Explanation
	Formula

	Return on Assets (ROA)
	A higher ROA indicates greater asset efficiency. And lower shows the opposite.
	 Net Income/Total Assets

	Return on Equity (ROE)
	A higher ROE represent a higher efficient management of a company generating revenue and growth through the financing of its capital.
	Net income/ Shareholders Equity

	Price Earing Ratio (PER)
	The Price Earnings Ratio is the valuation ratio of a company that measures the current price of its shares against its earnings per share (EPS).
	Market Value Per share/ Earnings Per share

	Loan Deposit Ratio (LDR)
	If the index is too high, it means that the bank may not have enough liquidity to meet the unexpected needs of the funds. On the other hand, if the ratio is too low, the bank may not earn as much as it could be.
	Total Loan/ Total Deposit

	Current Assets (CA)
	Current Assets help the analyst understand the short-term liquidity of a company.
	Cash and Cash Equivalents + Accounts Receivables + Inventory + Marketable Securities + Prepaid Expenses + Other Liquid Assets

	Capital Adequacy Ratio (CAR)
	CAR ratio measures the capital of the bank shared the percentage of a bank's weighted credit risk.
	(Tier 1 Capital + Tier 2 Capital)/ Risk weighted assets














Chapter three
Analysis and findings of the report
[bookmark: _Toc18453307]

3.1 Findings and Analysis

Descriptive statistics Analysis
Descriptive statistics are used to illustrate the basic features of the data in a study. They grant undemanding of summaries about the sample and the measures. Together with simple graphics analysis, they form the basis of virtually every quantitative analysis of data.

	Variable 
	Obs
	mean
	Std. dev.
	Min
	Max

	ROA
	100
	.010416
	.0041093
	-.0008
	.0236

	ROE
	100
	.2451135
	1.239439
	-.0115
	12.51

	PER
	100
	.6695967
	2.239186
	-.028
	15.68

	LDR
	100
	.7887085
	.1339464
	.4727
	1.1216

	CA

	100

	.0113847
	.0034589
	.00071
	.0266

	
CAR
	
0
	
	
	
	



Descriptive analysis of Bangladeshi banks include in the research as follow:  concerning the financial performance variables, the average ROA was very low (1.04%) and the average value for ROE was (24.51%) indicating that most of the Bangladeshi banks have a higher return on equity more than the return on asset. On average, Price Earnings Ratio equals (66.96%), and the Loan Deposit Ratio is (78.87%) while Current Asset equals to (1.14%).






Correlation Matrix
A correlation matrix is a table showing correlation coefficients between variables. Each cell in the table shows the correlation between two variables. A correlation matrix is used to summarize data, as an input and diagnosis for an advanced analysis.

	
	ROA
	ROE
	PER
	LDR
	CA
	CAR

	ROA
	1.000
	
	
	
	
	

	ROE
	-0.0286
	1.0000
	
	
	
	

	PER
	0.0617
	0.1242
	1.0000
	
	
	

	LDR
	0.1423
	-0.2237
	-0.1344
	1.0000
	
	

	CA
	0.0863
	-0.0167
	-0.0338
	0.1047
	1.0000
	

	CAR
	0.1179
	-0.0030
	0.2139
	-0.0952
	-0.0510
	1.0000



Correlation test the issue of correlation may arise if two or more variables were to be highly correlated, and it was tested by examining the correlation matrix .The correlation coefficients matrix indicates that there is no existence of multicollinearity between the research independent variables, where the maximum correlation coefficient of 0.2237 is found via a correlation between LDR and ROE, the researcher considers this percent within the acceptable limits.








Results of Model: 1 (ROA)
The hypothesis being tested is
Therefore null & alternative hypothesis are:
H0: PER, LDR, CA, CAR has no impact on internal based performance (ROA) of Bangladeshi banks.
H1 : PER, LDR, CA, CAR has an impact on internal based performance (ROA) of Bangladeshi banks.

	ROA
	Coefficient
	Std. Error
	T Statistics
	P > |t|
	    [95% conf.            Interval]

	ROE
	.0001312
	.0003429
	0.38
	0.703
	   -.0005495              .0008119

	PER
	.0002121
	.0001889
	1.12
	0.264
	   -.0001629              .000587

	LDR
	.010138
	.0016655
	6.09
	0.000
	   .006832                 .013444

	CA
	.1864066
	.1125318
	1.66
	0.101
	   -.0369672              .4097804

	Equation 	obs	         prams	     RMSE	         “R-sq”		     F		    P

ROA 	            100                4	    .0041959             0.8650                153.7983            0.0000



To assess the significance of each independent variable on the dependent variable ROA, the researcher has established that ROA is significant and affect it as their t-sig are less than 5%. However, performance has insignificant effect by ROA, as its t-sig is 0.703 (>5%). ROA gives better performance than ROE and the R-sq. is high (0.8650). 








Results of Model: 2 (ROE)
The hypothesis being tested is
Therefore null & alternative hypothesis are :
H0: PER, LDR, CA, CAR have no impact on internal based performance (ROE) of Bangladeshi banks.
H1 : PER, LDR, CA, CAR has impact on internal based performance (ROE) of Bangladeshi banks.

	ROE
	Coefficient
	Std. Err.
	T Statistics 
	P > |t|
	[95% conf.  Interval]

	ROA
	11.60477
	30.32908
	0.38
	0.703
	   -48.59797                71.80752     

	PER
	.0708175
	.0560799
	1.26
	0.210
	   -.0405002               .1821353

	LDR
	-.4045847
	.581643
	-0.70
	0.488
	   -1.559137               .7499675

	CA
	31.5508
	33.78758
	0.93
	0.353
	   -35.51701                98.61861

	Mvreg  ROE =  ROA  PER, LDR, CA non constant

Equation 	obs	 prams	           RMSE		   “R-sq”	        F		          P

ROE 	           100           4	        1.247821	               0.0545	  1.382372	     0.2455



To assess the significance of each independent variable on the dependent variable ROA, the researcher has established that ROE does not have any significant value and affects performance as their t-sig are less than 5%. However, performance has insignificant effect by ROE, as its t-sig is 0.703 (>5%). ROE does not have better performance than ROA and the R-sq. is very low (0.0545). 







Chapter four
Recommendations and conclusion



[bookmark: _Toc18453309][bookmark: _Toc18453308]4.1 Conclusion
An efficient functioning of the banking sector allows the regular intermediation of the financial resources of an economy. Economic growth is strongly favored by the efficiency of the banking sector in generating resources and by its correct distribution. The study uses 20 commercial banks to measure the performances over the period of 2014-2018. The report evaluates the financial performances of commercial banks in Bangladesh using the two variations of panel data models. One is return on assets model and other is return on equity model. In model of ROA, I found that loan-deposit has significant influence on performance evaluation of commercial banks. But in ROE mode, no variable has been found statistically significant to influence the performances of banks.













4. 2Recommendations
After analyzing the financial performance of twenty (20) commercial banks of Bangladesh, I have found that few of them are struggling enough to survive in this competitive banking sector of Bangladesh. Therefore, in this chapter, I have shared few suggestions according to my academic financial knowledge to improve the situation.
a. First of all, all commercial banks are required to follow all the guidelines and rules provided by the Bangladesh Bank; especially, while providing high amounts of loan and fixing competitive interest rate so that the non-performing loans may not get too much high.
b. The commercial banks should continuously find techniques to minimize asset costs and to enhance income to keep the Return on Assets as high as possible.
c. By enhancing the amount of debt capital compared to its equity capital, the commercial banks can increase its Return on equity (ROE).
d. To preserve the loan information, it has been suggested to create an electronic payment system (Know Your Customer - KYC) or an electronic banking system, under the supervision of the central bank.
e. It is suggested that the flow of working capital be guaranteed when evaluating the loan proposal.
f. All commercial banks must formulate a policy of appointing directors for banks through an appropriate test, assessing their training, professional qualifications and other elements.
g. It is suggested that the central bank should develop a policy that contains precautionary measures to grant a cash loan (CTR) or an invoice purchase as an unfunded loan.
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