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Abstract: Banks, the leading financial institutions, are thajor contributors in the economic & financial deyement
of Bangladesh. Performance of banking sector ingialesh has invited a lot of comments in recentsydais no doubt
an important problem. Profitability, productivityn@é associated risks to these two components arenétjer criteria for
evaluating the performance of banks. In this stitchas been tried to find out the performance 684 within a very short
period (2008 to 2012). There are four nationalizechmercialized banks in Bangladesh. For the comevermif this research
study three banks have been taken. The study refiesecondary sources of data. The tables in tmty stighlights
movements of banking variables as reflected in Wh@&nch expansion, deposit mobilization, deploymehtcredit,
operational efficiency and relative risk measur&€be results so far achieved through ratio analgsis not very
encouraging. In the light of this finding, it cap bealized that the confidence of the general pultho wants to rely on
these NCBs, in the soundness of the banking systemmains unimpaired and the financial strengthhef banks gets
increased. Also some recommendations are put fdrteamove in an effective pace with regard to tooeering the whole
banking system, emphasize more on achieving cgexies.
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1. Introduction Bangladesh Bank is the Central Bank of Bangladegh a

' the chief regulatory authority in the sector. Thanking
1.1. Background of the Study system is composed of four state-owned commereiaks

five specialized banks, thirty eight private comaoiir

Finance is the life blood of economic developmant ibanks, one land development bank and nine foreign
any country. It helps in capital formation and ¢api commercial banks. The Nobel-prize winning Grameen
accumulation, both of which are essential for theagh of Bank is a specialized micro-finance institution, ieth
an economy. For ensuring capital formation, thariial revolutionized the concept of micro-credit and citmited
resources of a country need to be mobilized in suglay greatly towards poverty reduction and the empowaetroé
that they are put in productive channels. However, women in Bangladesh.
undertake massive capital formation there is aipaot a After the independence, banking industry in Bangid
sound financial infrastructure in most of the undestarted its journey with 6 nationalized commereiedi
developed economies. Bangladesh is not the exceptibanks, 2 State owned specialized banks and 3 Foreig
amongst those under developed countries. The Ndit@d Banks. In the 1980s banking industry achieved &gt
Commercial Banks (NCBs) have been playing a vitég r expansion with the entrance of private banks.
in the economy of Bangladesh since its inventiod9@1.
In a developing country like Bangladesh, the bagkin

sector has been assigned an important role foreeicly For past several years, the Nationalized Commercial

certain  socio-economic objectives. The commercighsnks have been facing a ups and downs in the
banking system dominates Bangladesh's financialosec performance as per productivity and profitabilitherefore,

1.2. Statement of the Problem
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it is necessary to explore the performance of thmseks
and examine how they can achieve the targeted aimds
operational expertise.

1.3. Objective

1. To examine Productivity and profitability analysis

Nationalized Commercial Banks (NCBs) in
Bangladesh.

2. To evaluate the performance of the nationalized
commercial banks.

3. To examine factors contributing to the low or high
performance of the banks.

4. To offer suggestions for achieving the goals of

financial discipline with operational efficiency thfe
banking sector.

1.4. Methodology

1.4.1. Source of Data and Data Collection

To complete the study in the light of research ctijes,
information both from the primary and secondaryrses
are considered necessary. However, first, in otddyuild
up theoretical premise, standard textbooks, reterdrmoks,
domestic journals and other related literature hbegen
consulted. In the next stage, the
information has been collected from annual repaurtsl
other official records of the banks.

1.4.2. Sample

There are four nationalized commercialized banks i
Bangladesh. For the convenient of this researatydturee
banks have been taken. Activities of these thredkdavill
cover the major portion of this study.

Name of the sample banks:

1. Sonali bank.

2. Agrani bank

3. Janata bank

1.4.3. Reference Period
This study has covered the period from 2008 to 2012

1.4.4. Data Analysis

1.5. Limitation and Scopes

Performance evaluation is very important for every
financial institution for finding out their efficrey in
different sectors. The study has been conductedanthe
three out of four nationalized commercial banksaluhivill
give a clear cut picture regarding their perforne&anc

The study cannot overlook these limitations
Only five years time is not enough to complete such
a study regarding performance, in a lucid manner.
Bank management was not that much willing to
provide the required data.

Some of the ratios were not reproduced in a
full-fledged manner because of annual reports of
these banks, which were inconsistent and incomplete
in some aspect.

Because of shortage of time the study is done by
covering only major ratios. Though some other

ratios are even responsible for the performance of
the banks.

2. Literature Review
N S Toor (1994) has said that the profits are nedie

related secondatlye banks for a number of reasons, such as barks ar

basically commercial organizations and in ordeemnsure
that the depositors and lenders have faith andd&mte on
themselves i.e., to meet their expenses and fdheur
growth, they must earn income and profits. He Has a
Bointed out that, immediately after the nationdlaa of
banks, the profitability in banks ceased to berapartant
parameter for measuring their performance and adste
their developmental and social role got precedenes the
profits and profitability.

Birla Institute of Scientific Research (1981) camigd
that the growth in deposit in the post national@aperiod
could not be entirely attributed to the nationalma of
major banks, but among others, inflationary treirdshe
economy was largely responsible for this. After
nationalization, though the nationalized banks lyast
expanded their network of branches, but they cadt

The collected information have than been tabulatedichieve the objective of greater participation he tural

analyzed and the findings thereof has laid the shas$i
research report. Data processing and analysis haee

development. Moreover, the study pointed out tHedra
nationalization of major commercial banks, the oomr

done both manually and by using computer. Tabulaservices had been deteriorated.

method, ratio analysis and suitable statisticallsto&
techniques have been used operationally the rdsedrere
required.

1.4.5. Coverage of the Study

At present four nationalized commercial banks veitier
3500 branches are operating throughout the coudtt.of
these four nationalized banks three larger werago&iken
into consideration for research purpose. Performaoftc

Deshpande (1981) has observed that not only the
external factors (like increase in CRR and SLRnges in
the interest rate structure, fixing the targets [foiority
sector financing, etc.) but also the internal festsuch as
efficiency in management of funds and manpower,
appropriate linkage of wage cost with business arfikh
organizational strength and weaknesses, planning an
system approach etc.) were equally responsibletter
deterioration in the profitability and productivitgf the

these banks within this very short period has beeg,mnmercial banking system.

evaluated with the help of some ratios in the liglit
profitability and productivity.

Varda and Singh (1987) has said that heavy conmetit
for deposits from non banking financial institutsofwhich
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we call financial disintermediation) was also expécto Mishra (1992), in his paper has analyzed the oility
cast negative impact on the banks’ profitability. of scheduled CBs in India taking into account iestrand
Fraser (1990) has said that the performance of m@on-interest income and interest expenditure, marpo
commercial banking organization is obviously betfets  expenses and other expenses. He concluded thaththat
profits are higher and the risk is lower. In preetihigh growing pre-emption funds in the form of SLR, CRR,
profit generally necessitates accepting greaterummof faster increase of expenses as compared to income,
risk. There are many dimensions of risks encompgssi advances and total investment than interest incamiefew
credit, interest rate, liquidity, etc. the net effe of these more have contributed to the declining profitapitif CBs.
types of risk are reflected in the number of barfagdure Varda, V.S. and Sing, S.P. (1982) have studiedsthges
which has become problems and subject to increasefl bank profitability under the Indian conditionsaca

supervision by the regulatory authorities. He hasted
out that major factors affecting performance. These

develop a simple framework to analyze the factors
influencing the profitability of CBs. They are did view

advances in technology, more sophisticated cus@mmethat any emphasis on the increase of the volunteisihess

securitization, and deregulation.

Vitta (1991) has said that measuring bank efficjersc
difficult because there is no satisfactory defamtiof bank
output. Neither the number of accounts nor totaletss
total loans and total deposits provide a good irafeoutput.
Moreover, the value added of banks- given by thabor
costs and profits measures both the output anadbke of
banking.

and proper management of burden would definitebulte
in enhancing the profitability of CBs. They conadabthat,
the keys to profitability of CBs in Bangladesh drigh
volume of business (in total, per employee) and thet
expenses (per branch and per person) which arelgrbpu
practiced.

3. Concepts and Definitions

He has also mentioned that banks in developing

countries operate with relatively widespread. These

Sonali Bank

caused by government policies and regulations and b

operating inefficiencies. For instances, a wedgevéen
loan and deposit rates, at least for the non- lpgeid
customers of banks, is created by the impositioongfrous
reserve requirements and other forms of bank w@xathe
operation of directed credit programs and a highellef
inflation. In addition, high operating costs, latgan losses
and large profits from uncompetitive behavior ateoa
translated into wide bank spread.

He has further stated that the study of bank perdmce
and efficiency would present few difficulties ifl danks
bad the same capital structure, offered the same ahi
services, followed identical accounting practicegere
equally affected by inflation and operated under shme
regulatory restrictions. Under these circumstanaesmple
comparison of interest margins, cost ratios ofrretuould
provide a clear indication of relative efficiencyea in the
absence of a satisfactory definition of bank output

The largest nationalized commercial bank of thentigy
Sonali bank, was found in 1972 with a paid-up Gapof
Tk. 20 million only. Meanwhile, both paid-up capitnd
reserves of the bank have increased impressivdigsd
two stood at Tk.3272 million and 2136 million respeely
as at the close of 2011. Total asset of the bao&dsat
Tk.253872 million. The bank having the largest ratnof
1291 branches had a deposit and credit base oflLTM2
billion and Tk.141.916 billion respectively. Sonaink had
25753 employees. The bank in addition to its normal
day-to-day banking, also conducts treasury funstion
behalf of the Bangladesh Bank where it does noe law
office.

Janata Bank

The second largest nationalized commercial Banktdan
Bank-having a country wide network of 900 branches

Rose P. (1996) has pointed out that there are ®yo kestablished under the ‘Bangladesh Banks (Natiosuadiz)

dimensions of bank performance profitability ang@sure
to risks. Profitability is clearly the more impantabecause
satisfactory profits preserve the bank’s capitabvjing it
with a base for further survival and growth.

Baher (1989) has critically evaluated the perforoeaof

Order-1972’ with a paid-up capital of Tk.15 milliamly.
Its paid-up-capital and reserves have increaserki®594
million and tk.539 million respectively as at theay-end,
2011. Total assets of the bank stood at Tk.1518#iibm
as of end-December, 2011.it had a deposit andtdedie

NCBs and other commercial banks in terms of sociadf Tk.124122 million and Tk.89862 million respediy as

justice and other indicators. He found that sobihking
and profitability more in opposite direction.

Sing (1993) in his paper has given an overall vadout
profit planning in banks and stressed on the avem®mof
breakeven point to improve the profitability. Hendaicted
that the level of profitability would largely depémon cost
consciousness, overall monitoring management, tyuafi

asset management, level of non-fund business aed tf,

customer services.

on end December, 2011.
Agrani Bank

Established under the same Nationalization Order,
Agrani Bank started its operation in 1972 with a
paid-up-capital of Tk.10 million only. Equally strg like
other nationalized banks, more particularly Jarigak,
is bank had a paid-up capital and reserves 02484
million and Tk.822 million only as on end-Decemii2®11.



200 Md. Imtiaj Rahmaet al.: Productivity and Profitability Analysis of Natialized Commercial Banks (NCBs)
in Bangladesh

Its total assets stood at Tk.131068 million. Thakbhad a indicates how the management of the bank is capabble
deposit and credit base of Tk.106713 million and8UR16 converting the institution’s asset into net earsingOA is
million respectively as on the same date. Number afxpressed as a ratio of net income (net profitr ate) and
branches and employees including officers sto@Datand total assets of a bank.
13058 respectively. ROA = (Net income or net profit)/ Total assets.

Here net income means both interest and non-irteres
income less taxes and provision.

Profitability is the profit earning capacity of aoguct, Rreturn on Equity (ROE)
plant, process or an undertaking. Profitability tise

yardstick for judging the efficiency of an undeiitak ROE also provides a direct measure of the returns
Profit and profitability play the same role in busss as flowing to the bank’s shareholders. ROE is theorafi net
‘blood’ and ‘pulse’ in human body. Without adequbteod income and shareholder’s fund or equity capital.

and ability to generate blood, it may not be pdesin the ROE = Net income/Equity capital.

part of human being to survive. Like this, withqurbfit Equity capital of a bank comprises paid up captad
and ability to earn sufficient profit, it is diffidt to survive reserves of the banks.

on the part of any business. Same thing can beirrtiee It may, however, be determined by the DuPont system
case of banking business. Profit and profitabiigythe follows

backbone of a banking business. Profit maximizaitgotine ROE = Profit Margin * Degree of Asset Utilization

Profitability and Measures of Profitability

aim of every banking business. Hence, profit-earnin * Equity Multiplier

capacity indicates the efficiency. The greaterwbkime of (a)Profit Margin = Net profit after tax/Total incam
profit, the more efficient the bank is. The worafitability It reflects the effectiveness of expense managemuedt
is composed of two words: ‘profit’ and ‘ability’ Ability’ service pricing policies.

refers to the earning capacity of a bank to eaenpitofit. (b) Degree of Asset Utilization = Total Income/Byui
So, profitability may be defined as the ability @fgiven capital.

investment to earn a return from its use. Profiiigbof a It reflects the portfolio management policies (esply

concern indicates the financial stability and geeat the mix and yield on the bank’s assets.)

possibility of profit earning. The height of prditility (c) Equity Multiplier = Total Assets/Equity Capital
depends on the ability of management to deal igegitly It reflects leverage or financing policies-the ®ichosen
and effectively to tide over risks and uncertaitityough to fund the bank (debt and equity mix)

shifting them or hedging benefits. Profitability different _

concerns varies as it depends upon types of businik  REtUrn on Risk Assets

involved, policy decision, etc. Profit refers taethbsolute
quantum of profits and is not always the sole inaéx
judging efficiency of an organization. Profit dasst reveal

th_e reason, how it takes place and relationshmef_figur_e management of the bank is capable of converting the
with another one. Hence measurement of profitgbtt ;- «titution’s risk assets into net earnings.

ascertain the real efficiency and performance of an paturn on Risk Assets = (Net income or net proRigk
organization is of utmost importance. Key profitepi

Return on risk assets measures percentage (%)tof ne
profit against all booked and contingent asseth®@banks.
It is also indicator of managerial efficiency ofwhahe

' . . Assets.
ratios used in this study are: In this context, management has considered Risktass
Interest Yield and respective Earning Assets as the following way

Risk Assets = Earning Assets + L/Cs + Guaranteds an
The Interest Yield measures how large a spreaddmetw  Acceptances + Bills for Collections
interest revenues and interest costs, managemsriéden Earning Assets = Net Advances + Bills Purchase +
able to achieve by close control over the bankisiiag Investment + Money at Call and Short notice
assets and the pursuit of the cheapest sourcendifnfy ,
Interest Yield is a summery measure of a bankal tot E&rnings per Share

interest income against all income producing assets This ratio provides a direct measure of the returns

Interest Yield is being expressed in terms of mMagtween  oing to the bank’s shareholders. It is beingcatdted as
total interest income and earning assets of a bank. follows
Interest Yield = Total Interest Income/ Earning étss EPS = Net profit after tax / No. of common shasaiéxl

Here, Earning Assets = Net Advances + Bills Purehas

Productivity and Measures of Productivity
Investment + Money at Call and Short notice

Productivity is defined as a ratio of total outpud total
Return on Asset (ROA) input. There is no well definition of bank’s prodivity.
But in this study income is considered as bank'tpau

ROA is primarily an indicator of managerial effingy. It Bank’s input in this respect is manpower of the kand
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number of branches of a bank. In this study thiofohg the three NCBs are in the declining sequence. SBbea

productivity ratios are used to evaluate branch andhnked first among the NCBs though in 2012 JB aedkd

employee performance. rate. Even the figure reflects this very clearymians that
Deposit-Capital Ratio = Total Deposit/ Equity Capit SB management has been able to efficiently coritrel
It measures how much of equity capital is deployimg bank’s earning assets than the other two banks theer

generate deposits study period.
Credit-Deposit Ratio = (Net advances + Bills
Purchase)/Total Deposit. Table 1. Interest Yield.
It measures the percentages (%) of deposits deplaye Interest Yield (%)
advances to customers. A target number is usuaigOpao. Year
Deposit per employee = Total Deposit / Total Empley Sonali Bank Agrani Bank  Janata Bank
The ratio calculates the productivity of an indivad 2008 6.84 716 7.47
employee.
Credit per employee = Total advances / Total Emgioy iz futles o ez
It is also a productivity ratio that calculates the 2010 6.44 5.52 5.91

productivity of an individual employee.

! . 2011 5.89 5.09 5.83
Net income per branch = Net income/No. of branches.
It measures how much a bank’s branch is contrifguitin 2012 4.97 4.60 5.56
the performance of the bank.
Net income per employee = Net income/No. OfSource: Annual reports of the sample banks
employees. ‘ So ek
. P . P | onaill Ban
The ratio calculates the productivity of an indivéd | mm Agrani Bank
employee 8 | Janata Bank

Deposit per branch = Total deposit/No. of branches.

It shows how much each branch is generating thesiep
which is liability on the part of a bank.

Earning base in assets = (Total assets—Non earnir
asset)/Total assets.

Interest Yield (%)

Measures of Cost Efficiency

Cost-efficiency ratios express the ability of thenks;
how they are effectively allocating their total tas
different sectors, which in turn, contribute to thealthy

i 2008 2009 2010 2011 2012
economic framework of the banks. Here some of the Year
l(il%sggﬁlmency ratios are reflecting the performarof the Figure 1. Interest Yield.

Manpower Expensesto Total Expenses 4.2. Return on Assets (ROA)

Manpower Expense to Total Expense = Manpower Table 2. Return on Assts (ROA).

Expense/ Total Expense Return on Assets (%)

It measures proportion of the bank’s total expehsatis Year , ,

.. . Sonali Bank Agrani Bank Janata Bank

expended to generate productivity through paying tt
employees. Manpower expense consists of salaries 2008 051 .004 0224
allowances plus MD’s salary plus Directors feestalo 2009 057 004 0088
expense covers both the interest an_d non-intexesinses. SO e il i

Salary per unit (Tk.100) of Deposit

Salary per unit of Deposit = Salary & 2011 032 001 0073
Allowances/Deposit *100 2012 .058 .010 .0087

Source: Annual reports of the sample banks

4. Analysisand Findings
The table shows that the year wise ROA had been

4.1 Interest Yield fluctuated over the years from 2008 to 2012. hbserved

Trends in IY have been shown in table. SB, AB aRd Jthat the asset of the bank, increase in the stedpg (from
got their highest IY% in 2009, 2008 and 2008 retipely. 2008 to 2012) at an increasing rate .but reIatiwbg/banks
But they got their least 1Y% in the same year, 2012 Were unable to generate more profit from the ineetal

appears from the table that the yearly interedtlgief all ~ asset.
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N Agrani Bank
R Janata Bank |
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Figure 2. Return on Assets (ROA).

In 2011, SB got the lowest return on its assethiwithe
study period; so as to the two other banks dichéndame
year. SB, AB and JB got their highest returns i62®010
and 2008 respectively. The table shows that
performance of banks in generating returns on thesets
is not satisfactory.

4.3. Return on Equity

Table 3. Return on Equity (%).

Return on Equity (%)

Year Sonali Bank Agrani Bank Janata Bank
2008 1.95 0.17 0.88
2009 2.27 0.16 0.32
2010 2.34 0.63 0.35
2011 1.44 0.06 0.35
2012 2.71 0.44 0.46

Source: Annual reports of the sample banks

The greater the percentage of ROE, the betterexifiy
the bank possess as the ratio is composed of pnafigin,
degree of asset utilization and equity multipliEne table

The table as well as the figure represents thaisSBore
efficient in increasing their profit margin, degreé asset
utilization and equity multiplier.

4.4, Return on Risk Asset

Table 4. Return on Risk Asset.

Return on Risk Assets
Year

Sonali Bank Agrani Bank Janata Bank
2008 - - -
2009 .0747 .0048 .0095
2010 .0673 .0631 .0085
2011 .0362 .0015 .0079
2012 .0435 .0103 .0088

the

Source: Annual reports of the sample banks

I Sonali Bank
I Agrani Bank
BN Janata Bank |

0.07 o

0.06

0.05 +

0.04

Return on Risk Assets

0.02 4

0.01 4

0.00 <4

2008 2009 2010 2011 2012

Year

Figure 4. Return on Risk Asset.

In this table, the result of 2008 is not writtenths data
relating to this ratio was a bit confusing in thenaal
reports of all the three banks. The data for thst feur
years reveals that returns were being fluctuatingr dhe
four years. It was comparatively higher for Somahk and
lower in Janata bank than the other two.

gives us the data that ROE for SB ranged from 109571% 4.5, Earnings per Share

over the study period (2008 to 2012). The ROE rdoge

AB and JB are 0.17-0.44% and 0.88-0.46% respewtivel

SB bank has increased their ROE by approximateds 89
the final year from the base year 2008. AB alsodased
by 158% but unfortunately JB decreased their ROE3%
in the final year of the study period.

| NI Sonali Bank
I Agrani Bank
|- Janata Bank

25

n
o

(2]
|

o
L

Return on Equity (%)

0.5

0.0+

2010

2012
Year

Figure 3. Return on Equity (%).

Table 5. Earnings per Share (in Taka).

Earnings per Share

G Sonali Bank Agrani Bank Janata Bank
2008 3.114 0.201 1.061
2009 3.857 0.201 0.396
2010 4.040 0.829 0.432
2011 2516 0.080 0.433
2012 4.860 0.603 0.570

Source: Annual reports of the sample banks

Earnings per share are the potential indicator haf t
bank’s performance in profit earning or, in a netshtheir
efficiency. Here EPS has been calculated basedindréd
taka of equity. From table, it is observed thatr¢his an
increasing trend in EPS for all the sample bankepiJB.
The EPS for SB was TK 3.114 in 2008 whereas it Was
4.86 in 2012. Therefore it increases 56% duringstiuely
period. The EPS for AB was TK 0.201 in 2008 andais
Tk 0.603 in 2012.Again the EPS for JB was TK 1.061
2008 and it was Tk 0.57 in 2012. Therefore it iases for
AB and JB 200% and 46% respectively.
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| I Sonali Bank . Sonali Bank
I Agrani Bank _ Agrani Bank
54 | N Janata Bank a0 | — Janata Bank

Eamings per Share (in Taka)

Non Interest Expense as % of Tolal Expense

2008 20089 2010

2008 2009 2010 2011 2012

Year
Year

. ) . Figure 7. Non Interest Expense as % of Total Expense.
Figure5. Earnings per Share (in Taka).

From table 7 as well as figure 7 we could see that
Roninterest expense as % of total expenses isufiting
over the reference period. For SB and AB bank inis
decreasing trend whereas for JB it is remained

The table shows that SB’s performance is much bett
than the other two in increasing their shareholéarsings.
The comment can also be supported by figure 5.

4.6. Non I nterest Income as % of Total | ncome approximately the same. Therefore, we can say that
management efficiency in context to SB and AB hasrb
Table 6. Non Interest Income as % of Total Income. increased in the study period.
Non Interest Income as % of Total Income : ;

4.8. Earning Base in Assets

vear Sonali Bank Agrani Bank Janata Bank 9

2008 19.57 17.58 20.70 ) .

2009 34.99 38.47 32.45 Table 8. Earning Base in Assets.

2010 34.13 36.96 32.53 _ _

2011 33.51 37.05 28.49 Earning Base in Assets

2012 39.51 36.83 31.69 Year

Sonali Bank Agrani Bank Janata Bank
Source: Annual reports of the sample banks

s P 2008 .8118 .8941 .8620
. Agrani Bank
N Janata Bank
@ 2009 .7898 .9041 .8567
é 2010 .8017 .8881 .8419
a*
E 2011 .7359 .8578 .8373
'% 2012 .7948 .8917 .8383
g G by e s Source: Annual reports of the sample banks

Figure 6. Non Interest Income as % of Total Income.

Sonali Bank |
. Agrani Bank

Generally we know that, the higher the NIl ratiotli® =
lower the credit risks in the part of the bank. [€ah shows 0.8 1
that NIl as % of TI was more or less same over theg °71
succeeding four years than the base year (2008)NThis = ™"
higher in case of SB than the other two NCBs wheleal 2
that SB’s noninterest income is higher than AB aBd g o]
4.7. Non Interest Expense as % of Total Expense Uz
Table 7. Non Interest Expense as % of Total Expense. 0T 200 2009 521: 20%3 2632
Year Nor_] Interest Expense_as% of Total Expense Figure 8. Earning Base in Assets,
Sonali Bank Agrani Bank Janata Bank
gggg 52'22 gi-‘z‘g gg-ig Generally, the larger the value of earning basassets,
2010 23.80 23.74 29.08 the more efficient the bank is. The above tablewsho
2011 2230 22 68 28.58 almost the same as well as higher values for elltkinee
2012 22.97 23.45 28.47 NCBs. But among the NCBs, AB got the better positio

, than SB and JB in relation to earning base in asset
Source: Annual reports of the sample banks
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4.9. Deposit-Capital Ratio profitability and the productivity performance ofiese
banks so that the twin objectives are being feldill The

Table9. Deposit-Capital ratio. objectives are- (1) the confidence of the generdlip,

— Deposit-Capital ratio who wants to rely on these NCBs, in the soundnéskeo
Sonali Bank Agrani Bank Janata Bank banking system, remains unimpaired and (2) thendizd

2008 29.11 29.52 28.38 strength of the banks gets increased. This comriusi

2009 30.56 30.08 29.86 ; L e :

chapter tries to pinpoint the major findings anavie

2010 34.98 30.91 33.40 . ; ; :

2011 37.77 3208 39.80 some recommendations in the light of analysis efdéta.

2012 37.94 33.91 44.03 . Analyzing from the view point of the profitability

ratios sample NCBs witnessed the lack of efficiency

Source: Annual reports of the sample banks . . .
P P on the part of utilization of funds in the referenc

| Sonalé Bank | pe”od
OO | §fo- omleliied «  Net profit in absolute terms was being fluctuated i

the reference period for all sample NCBs.

» Interest income constitutes the major portion ef th
total income which is earned by providing loans.
Loans are risky assets on the part of the banks.

e The interest yield ratio of all the banks under the
study declined within the reference period thatitea
to low cushion available for meeting administrative
and operating expenses of the banks.

e The banks’ ROA shows declining trends. This is

Deposit-Capital ratio

2010 because in these years banks’ total asset incraases
sl compared to net income.
Figure 9. Deposit-Capital ratio. »  Due to fluctuating trend of manpower expenses the

overall productivity both per branch and per
employee has declined.

Despite the commendable increase of financial
network, there had been a growing concern
regarding the operational efficiency (indicated by
the profitability and productivity) and level of
customer services of the banks.

Only in the case of deposit mobilization all the
sample banks have shown their efficiency. But they
lack of mobilizing these funds for want of
diversified products to invest.

The greater the deposit-capital ratio, the better
performance the bank possesses. Sonali bank amahiAgr
bank was performing at an average rate throughioeit t
reference period whereas Janata bank was at its ipea
2012 amongst the period. This ratio expresses howhm
capital is being deployed to deposit mobilizatidm. the
light of the table, it can be said that the banksrew .
performing at an average satisfactory level.

4.10. Analysisand Findings

Banks are commercial organizations. The foregoing
discussion thus clearly indicates that the perforceaof 5 Conclusion
NCBs in terms of their contribution to financial
development, branch expansion, and deposit motidiza 5.1. Conclusion
deployment of credit, profitability and productivithad .
been characterized by uneven growth pattern, skpwin 1n€ banking sector of Bangladesh has undergone
virtual absence of systematic and proper planninghéir noteworthy financial reforms, which has signifidgnt
activities. The pace and pattern of NCBs is notcaive of transformed the sector. At present nationalizedrmenaial
the improvement in the performance. But if we corapa Panks are dominant in respect of market share and
among the NCBs from different sides, in some ssatme _proﬁtabﬂny in .th|s sector. Profitability is alwa an
bank is performing well whereas in other field rbanks |mportant criterion to measure _the performance_amds.
are doing well. NCBs are having the larger bankind NS Study seeks to examine the determinants of
network and are working throughout the countrycontext nationalized commercial bank’s profitability in Bgladesh
of efficiency and productivity, NCBs are performimgth by using the .data.obtalned from_ the financial statiets of
moderate satisfaction in all aspects. three the nat|one}l|2(_ed commermal banks for the MJS
Profitability remains to be the ultimate criterifor the ~2nd 2012.The findings of this study have considerab
survival of the banks. Prior finding as well as sthi Policy relevance. It could be argued that the npooditable
dissertation tried to reflect the declining praitiy of  Pank will be able to offer more new products andvises.
these three nationalized commercial banks, namehalg 10 this end, the role of diversified banking adies is
Agrani and Janata; during the five year period fzeng to Particularly important, given that a bank with telaly
2012. It is high time to concentrate efforts on ioying the ~MOre innovative ideas and better fund management
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capability may have added advantage over its pa@éiexe
are some major findings of the work are, analyZimgm
the view point of the profitability ratios sampleCBs
witnessed the lack of efficiency on the part ofizdtion of
funds in the reference period, net profit in abtolierms
was being fluctuated in the reference period fosample
NCBs and Interest income constitutes the majoriquonf
the total income which is earned by providing lodrsans
are risky assets on the part of the banks.

5.2. Recommendations

Following suggestions are made to
performance of the NCBs:

(4]

(5]

(6]

(7]

improve the

(8]

e The non-interest expense of the commercial banks

should be controlled.

. Interest cost should be reduced so that profihef t

banks will be increased.
«  Efficiency should also be
increasing manpower productivity.

. Interest income should be increased througlglo]

following portfolio investment policy.

« Assets of the banks should be utilized in a veryl1]

efficient manner to increase the profitability.
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