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ABSTRACT

The purpose of this paper is to empirically analyze the financial statement of two selected banks (One bank
from the public sector and another one from the private) in Bangladesh during 2010-14. This study
highlights ranking of two banks for their performance on CAMEL (Capital Adequacy; Asset Quality;
Management Quality; Earnings Ability; and Liquidity) ratios. During the year Empirical results suggest that
2010-2014 NCCBL has scored better position of all the ratios except EPS, liquid assets to total assets and
liquid assets to total deposits compared to JBL. By considering all of the parameters of CAMEL, NCCBL is
the highest position assessed by the CAMEL Model because of its performance on the CAMEL ratios
compared to JBL. JBL is lower position compared to NCCBL under the study because of its poor
performance on the CAMEL ratios. The ultimate findings of the study indicate that JBL should improve the
weaknesses of the CAMEL which ultimately improve the bank’s overall performance. The findings of the
paper will enable the practitioners and analysts to understand financial statement analysis in a depth
manner.

Keywords: Financial Statement Analysis; Capital Adequacy; Asset Quality; Management Quality;

Earnings Ability; and Liquidity

INTRODUCTION

Financial institutions are the essential components of the
financial environment of any country. Banking
institutions are the basic component of the various types
of financial institutions. Banking sector plays a vital role
to ensure the economic growth of a country by providing
the flow of valuable funds and generating investments
(Said and Tumin, 2011; Abdennour and Ben Khediri,
2010). There is a strong correlation between economic
growth and financial system development. As the
banking industry has enormously affected by the
financial and economic crisis, an effective and sound
banking system is essential for the sustainable growth of
an economy (Kumar, 2016; Misra, 2015). Therefore, the
financial performance measurement is an effective and
efficient tool for measuring the financial health because
strength financial position is not only important for the
depositors but also a vital part of the shareholders,
employees and economy (Mohiuddin, 2014; Misra and
Aspal, 2013 & Gupta, 2014). CAMEL model is an
important technique for the performance diagnosis of the
banks, which was first introduced in the U.S. in 1979.

CAMEL is a ratio-based model (Dang, 2011) which
includes the following components:

% Capital adequacy;

% Asset quality;

% Management quality;
% Earning ability and;
% Liquidity.

Capital Adequacy indicates maintaining enough capital to
cover any unexpected losses which preventing the bank
from going into bankruptcy (Reddy, 2012). Therefore, it is
essential for the bank to maintain a significant level of capital
adequacy to prevent any unexpected loss and bank failure
(Chen, 2003). Asset quality indicates the level of risky assets
out of total assets of the bank. It measures the present and
future financial strength of a bank. Poor asset quality leads to
failure of the bank (Kumar, 2016; Dincer et al., 2011).

Management quality indicates the effective and efficient
management of the banking activities. According to Misra
and Aspal (2013), management efficiency ensures the
activities to set to the changing environment which
ultimately increases the capability of the bank.
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Earnings Ability indicates a bank’s position, whether the
bank is strong or weak (Njoku, 2013) and growth in
earnings in future. Higher earning shows that bank's
performance is healthy.

Liquidity indicates the ability of the banks to meet its
financial obligations. An adequate liquidity ensures
sufficient liquid funds (Roman and Sargu, 2013).
Liquidity plays a key role because its shortage indicates
the disability of the banks to make enough credit
(Mebounou et al., 2015).

According to Kabir and Dey (2012), CAMEL rating
system is widely used both locally and internationally for
the financial analysis. For example, Douglas et al. (2014)
find that CAMEL (Capital adequacy, Asset quality,
Management competency, Earning quality, Liquidity)
analysis is another approach for researchers to measure
bank financial performance. Cole and Gunther (1998) find
that CAMEL technique includes vital information for the
financial diagnosis.

In Bangladesh, Bangladesh Bank as a Central Bank, which
is a regulatory body, is calculating this rating till now
(Majumder and Rahman, 2016). Very few authors used
CAMEL techniques to measure the performance of the
bank in Bangladesh, but they used a small sample.
Because of this lack of research, it is considered that the
present study has undertaken to fill up this gap.
Therefore, in this paper, an attempt is made to evaluate
the relative performance of the selected banks in
Bangladesh using the CAMEL Model.

In order to achieve this, the study investigates the overall
performance and a comparative analysis of capital
adequacy; asset quality; management efficiency; earnings
quality and liquidity of the two selected banks.

The rest of the paper is structured as follows: Section 2
provides a literature review of related prior studies.
Section 3 describes the research methodology; the
empirical analysis and findings of the study presented in
Section 4 & 5. Finally, in Section 6, the concluding
remarks and recommendations are discussed.

RELATED PRIOR STUDIES

The prior studies by using CAMEL model for the
diagnosis of performance from different perspectives are
given below:

Majumder and Rahman (2016) explore the CAMEL model
analysis of selected banks in Bangladesh, and they find
there is a significant difference in the performance of the
selected banks.

Tripathi et al. (2014) explore a study to compare the financial
performance of Axis and Kotak Mahindra Bank. The analysis
and t-test results are suggested that there is no significance
difference between the Axis and Kotak Mahindra bank’s
financial performance, but the Kotak Mahindra bank
performance is slightly less compared with Axis Bank.

Mishra & Aspal (2013) employ the CAMEL model to
investigate the performance of State Bank Group in India.
The results indicate that no statistically significant
difference between the CAMEL ratios.

Keovongvichith (2012) evaluate financial performance by
using CAMEL framework. The results indicate that
CAMEL is very useful tool to formulate strategies and
policies for promoting a sound banking system.

Jaffar and Manarvi (2011) employ CAMEL model for
measuring and comparing Islamic and conventional bank
performance. Their findings suggest that the CAMEL
rating system is a standard test for performance analysis
of financial institutions.

Siva and Natarajan (2011) examine the performance of SBI
Groups in India. The study shows that CAMEL scanning
helps the bank to diagnose its financial health and alert
the bank to take preventive steps for its sustainability.

Sangmi and Nazir (2010) find that banks were in a sound
and satisfactory position so far as capital adequacy, asset
quality, management capability and liquidity were
concerned.

Freahat (2009) finds that Jordanian banks” performance was
influenced by CAMEL ratios. Wirnkar & Tanko (2008)
examine the adequacy of CAMEL in determining the
overall performance of Nigerian banks during (1997-2005).
The results suggest that the inability of each component in
CAMEL to congregate the full performance of a bank.

Bhayani (2006) employs the CAMEL model to investigate
the performance of the new Indian private sector banks.
The empirical results suggest that CAMEL is a very useful
tool for measuring performance.

Nurazi and Evans (2005) employ CAMEL model, and the
results suggest that adequacy ratio, asset quality,
management, earnings, liquidity and bank size are
statistically significant in determining bank failure.

Sarker (2005) examines the CAMEL model for regulation and
supervision of Islamic banks in Bangladesh. The results of the
study imply that the model is the best fit for the regulators to
supervise and inspect the banks from an Islamic perspective.

Prasuna (2004) adopts the CAMEL model to investigate
the performance of 65 Indian banks during the period
2003-04, and the results confirm that the competition was
tough and consumers benefited from better service
quality, innovative products, and better bargains.

Veni (2004) explores the capital adequacy requirement of
commercial banks in India. The empirical results confirm
that the rating agencies using CAMEL model lay emphasis
on capital adequacy ratios of banks for rating the bank’s
certificate of deposits, fixed deposits, and bonds.

Barr et al. (2002) evaluate the productive efficiency and
performance of US commercial banks. They conclude that
CAMEL is a concise and vital tool for the regulatory bodies
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because it ensures a bank’s healthy scenario by examining
the various aspects of a bank based on a variety of
information sources such as a financial statement, funding
sources, macroeconomic data, budget and cash flow.

METHODOLOGY

The present study is prepared mainly by using secondary data.
Data are collected from the annual report of the two banks of
Bangladesh named Janata Bank Limited and NCC Bank Limited
for the period ranging from 2010 to 2014; where the former is a
public limited company, and the later one is a private limited
company. Other secondary sources such as journals and
electronic library resources of information are used in this study.
CAMEL Model has been used to examine the financial strength,
and for this purpose, the different perspectives of various ratios
of CAMEL parameters are calculated then the average ratio of
each parameter has taken to give ranks. Finally, the composite
rankings have calculated based on the ranks of each parameter.

The methodology of this study is in a similar form of
Majumder and Rahman (2016) where their studies based
on seventeen ratios relating to CAMEL frameworks are
given below at a glance:

EMPIRICAL ANALYSIS AND FINDINGS

This section represents the various parameters and ratios
of each parameter of CAMEL used to diagnose the
comparative financial performance analysis of the present
study:

Capital Adequacy (C)

The following four ratios are considered to assess the
capital adequacy named as capital adequacy ratio, debt-
equity ratio, loan & advances to total assets ratio and,
government securities to total investment ratio.

Capital Adequacy Ratio (CAR)

Capital adequacy ratio is the ratio of TIER-I and TIER-II
Capital to the total risk -weighted assets (RWA) which
protect the bank from arising loss from weighted risk
assets.

In Bangladesh, every bank required to meet the capital
adequacy standard of 10% as per Bangladesh Bank
guidelines. From the Table-II, it observes that NCCBL is
maintained higher CAR than the standard level, but the
average CAR of JBL showed lower than the standard level

Table I: Ratios used for measuring the CAMEL ) i
arameters because the bank did not maintain the standard level of
Acronym | CAMEL Ratios CAR in 2010 (9.19) and in 2912 (3.70).' I.t repre.:sents. that
Parameters NCCBL has secured the higher position with higher
average CAR compared to JBL. The high capital adequacy
C Capital i) Capital Adequacy Ratio ratio of NCCBL indicates the stronger financial health of
Adequacy ii) Debt- Equity Ratio the bank and the more will be the protection of its
iii) Loan & Advances to investors.
Total Assets Ratio Table: II
iv) Govt. Securities to Total Name Capital Adequacy Ratio (%)
Investment Ratios SN.| of Bank [2010]2011 [ 2012 [ 20132014 [ Average | Rank
A Asset i) % of NPLs to Total 1 JBL | 9.19 [10.20] 3.70 [10.27|10.30] 8.73 2
Quality Loans NCCBL |10.91|11.26|11.47|11.87|13.47| 11.80 1
ii) Total Investment to . )
Total Assets Ratio Debt-Equity Ratio
iii) % of NPLs to Total Debt-equity ratio is the ratio of total liabilities to total
Assets shareholder’s equity which measures the leverage of the
M Management | i) Loan & Advances to banks. From the Table-III, it represents that NCCBL is on
Quality Deposit Ratios the higher position with the least average debt-equity
ii) Return on Equity (ROE) ratio of 8.40 compared to JBL of 17.51. The low debt-
iii) Net Profit per equity ratio of the NCCBL indicates that it has more
Employee protection for the depositors and creditors. On the other
E Earning i) Return on Asset (ROA) hand, JBL’s debt-equity ratio indicates less protection for
Ability ii) Net Profit Margin Ratio the depositors and creditors.
iii) Interest  Income to Table: III
Total Income Ratio Name Debt- Equity Ratio ( Times)
iv) Net Interest Margin to S.N. | of Bank | 2010 [ 2011 [ 2012 | 2013 [ 2014 [ Average | Rank
Total Assets Ratio (Spread) 1 JBL |15.93|13.61|28.25|14.79|14.95| 17.51 2
v) Earnings Per Share NCCBL| 793 | 7.94 | 9.37 | 835 | 842 | 8.40 1
— ,(EPS,) - Loan & Advances to Total Assets Ratio
L Liquidity i) Liquid Assets to Total
Assets Ratios Loan & advances to total assets ratio is the ratio of total
ii) Liquid Assets to Total loan & advances to total assets which indicate banks’
Deposits Ratio lending responses against its assets. From the Table-1V, it

Source: Majumder and Rahman (2016)

observes that NCCBL is in the higher position with
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highest average loan & advances to total assets ratio of
0.70 compared to JBL of 0.57. The high ratio of NCCBL
indicates good sign for the bank for producing better
profitability compared to JBL.

Table: IV
Name | Loan & Advances to Total Asset (Proportion)
S.N.| of Bank | 2010|2011 2012|2013 | 2014 | Average| Rank
1 JBL |0.65[0.59|0.600.49|0.51| 0.57 2
NCCBL|0.76 | 0.7 | 0.64]0.71|0.67 | 0.70 1

Gout. Securities to Total Investment Ratio

It is the ratio of total investment in government securities
to total investment which indicates banks investment in
high or low-risk projects. From the Table-V, it is found
that NCCBL is on the higher position with higher average
Govt. Securities to total investment ratio of 0.94 compared
to JBL of 0.89. Since, government securities are risk-free;
the higher the ratio of NCCBL indicates lower risk is
involved in a bank’s investment compared to JBL.

Table: V
Name | Govt. Securities to Total Investment (Proportion)
SN.| of Bank |2010{20112012|2013|2014 | Average| Rank
1 JBL |0.91|0.89|0.85]|0.91({091| 0.89 2
NCCBL|0.93(0.96|0.95]|0.92|0.95| 0.94 1

Composite Ranking-Capital Adequacy (C)

The composite rankings of the various measures of the
capital adequacy indicate the capital adequacy ability of
the two banks together. Table-VI indicates NCCBL is the
higher position with a group average of 1 compared to
JBL average of 2. JBL scored the lower position due to its
poor performance in Capital Adequacy, Debt-Equity, loan
& advances to total assets and Government securities to
total investments ratio in compared to NCCBL.

Table: VI
Name off Capital Debt- Loan & Govt.  Composite
Bank | Adequacy Equity |Advancesto| Securities Rank
Total Assets | to Total
Investments
Avg |Rank| Avg |Rank | Avg| Rank | Avg | Rank | Avg Rank
JBL |873| 2 |[1751| 2 |057 2 0.89 2 2 2
NCCBLj11.80] 1 |840| 1 jo70| 1 094 1 111

Asset Quality (A)

The following three ratios are considered to assess the
asset quality named as a percentage of non-performing
loans to total loans, total investment to total assets ratio, a
percentage of non-performing loans to total assets ratio.

Percentage of NPLs to Total Loans

It is the ratio of the total non-performing loans to total
loans & advances which indicate asset quality of the bank.
From the Table-VII, it observes that NCCBL is on the
higher position with a lower average ratio of 4.66
compared to JBL of 10.15. JBL’s higher ratio indicates the
bad quality of assets compared to NCCBL. The last three
years ratio of JBL indicates a big amount of loan are a
non-performing loan which is a bad sign for the bank.

Table: VII
Name Percentage of NPLs to Total Loans
S.N.|of Bank [2010{2011|2012|2013|2014| Average | Rank
1 | JBL |4.96]556|17.42|11.12]11.69| 10.15 2
NCCBL|2.25|2.66 | 5.46 | 5.51 | 7.41 4.66 1

Total Investment to Total Assets Ratio

This ratio can be calculated by dividing the total
investments by the total assets which indicate banks
policy relating to its investments. A High ratio indicates
conservative policy and a low ratio indicates aggressive
policy. In table-VIII, NCCBL is on the good possession
with the lower average of 0.19 compared to JBL of 0.25.
The higher ratio of JBL indicates a conservative policy of
the bank compared to NCCBL.

Table: VIII
Name Total Investment to Total Asset (Proportion)
S.N.|of Bank [2010|2011|2012| 2013 | 2014 | Average | Rank
1 JBL |0.17]0.21{0.21| 0.33 | 0.31 0.25 2
NCCBL|0.13]0.20|0.25| 0.16 | 0.20 0.19 1

Percentage of NPLs to Total Assets

The total non-performing loans to total assets measure the
credit risk. In table-IX, NCCBL is on the good position
with a lower average of 3.19 compared to JBL of 5.65. The
lower ratio of NCCBL indicates better efficiency in
assessing the credit risk and recovering the debt. JBL
scored with a higher ratio of 5.65 which indicates a higher
risk is involved in a bank’s loan recovery compared to
NCCBL.

Table: IX
Name % of NPLs to Total Asset
S.N.| of Bank [2010|2011|2012|2013|2014|Average| Rank
1 JBL 3.24|3.26|10.41{5.42(5.94| 5.65 2
2 | NCCBL (1.71(1.87(3.47|3.92|4.98| 3.19 1

Composite Ranking-Asset Quality (A)

The composite rankings of the various measures of the
asset quality indicate the asset quality ability of the two
banks together. Table-X indicates NCCBL is the first
position with a group average of 1.00 followed by JBL.
JBL scored the lower position due to its poor performance
in NPLs to total loans, total investments to total assets
and NPLs to total assets ratios.

Table: X
Name | % of NPLs to | Total Investment % of NPLs to| Composite
of Bank| Total Loans | to Total Assets |Total Assets Rank
Ratio
Avg| Rank |Avg Rank Avg| Rank | Avg [Rank
JBL |10.15 2 0.25 2 565 2 2 2
NCCBL| 4.66 1 0.19 1 3.19 1 1 1
Management Quality (M)

The following three ratios are considered to assess the
management quality named as loan & advances to
deposit ratio, return on equity, and net profit per
employee.
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Loan & Advances to Deposit Ratios

It can be calculated by dividing the total loan & advances
by the total deposits which indicate the conversion ability
of the bank’s deposits into advances. From the Table-XI, it
observes that NCCBL is on the higher position with
higher average loan & advances to total deposits ratio of
0.88 compared to JBL of 0.69. The high ratio of NCCBL
indicates its management high ability to convert its
deposits into higher earning advances compared to JBL.

Table: XI
Name Loan & Advances to Deposit (Proportion)
S.N.| of Bank [2010|2011 {2012 2013|2014 | Average | Rank
1 JBL ]0.7910.71|0.75|0.60 | 0.62|  0.69 2
NCCBL|0.93]0.90|0.82{0.90|0.86| 0.88 1
Return on Equity (ROE)

It is the ratio of total net profit after tax to total
shareholder’s equity which indicates the ability to earn by
per taka invested. In table-XII, NCCBL is in the better
position with a higher average of 15.11% compared to
JBL, while JBL scored negative percentage (4.08%)
because of its negative return in 2012 which is due to
lower amount of interest income earned from loan &
advances against of interest paid on deposit and
borrowings.

Table: XII
Name Return on Equity (ROE) (%)
S.N.|of Bank | 2010 | 2011 | 2012 | 2013 | 2014 | Average| Rank
1 JBL [24.07|14.74|(94.62)|25.73| 9.66 | (4.08) 2
NCCBL [25.35|18.98| 11.81 | 8.96 |10.46| 15.11 1

Net Profit per Employee

It is the ratio of the net profit after tax to total number of
employees which indicate earnings ability by per
employee using their efficiency. In table-XIII, NCCBL is in
the better position with a higher average of 0.97 followed
by JBL of 0.10. The high ratio of EBL indicates higher the
efficiency of management compared to JBL. JBL scored
the lower position; of course, one of the reasons is
negative return in 2012.

Table: XIII
Name Net Profit per Employee (in Million Tk)
SN.| of Bank | 2010|2011 | 2012 | 2013|2014 | Average| Rank
1 JBL |0.38/0.30{(1.08)]0.62]0.26| 0.10 2
NCCBL | 146|1.13| 0.79 |0.54| 093] 0.97 1

Composite Ranking- Management Quality (M)

The composite rankings of the various measures of the
management quality indicate the management quality

Table: XIV
Name Loan & Return on | Net Profit | Composite
of Bank| Advances to [Equity (ROE)  per Rank
Deposit Ratios Employee
Avg| Rank | Avg |Rank|Avg|Rank|Avg| Rank
JBL 0.69 2 (408)| 2 [010| 2 2 2
NCCBL| 0.88 1 1511 1 097 1 1 1

Earning Ability (E)

The following five ratios are considered in the present
study to assess the earning ability of the selected banks:

Return on Asset (ROA)

It is the ratio of the total net profit after tax to total assets
which indicates earnings ability by per unit of an asset. In
table-XV, NCCBL is on the higher position with a higher
average of 1.63 followed by JBL of 0.30. The higher ratio
of NCCBL means better managerial performance and
efficient utilization of the assets of the Bank compared to
JBL. On the other hand, JBL scored is the indicator of
inefficient use of assets which can be observed in 2012
with a negative return.

Table: XV
Name Return on Asset (ROA) (%)
S.N.| of Bank [2010|2011| 2012 | 2013|2014 | Average| Rank
1 JBL | 1.42|1.01((3.19)[1.63|0.61°| 0.30 2
2 INCCBL|284|212]1.14 092|111 1.63 1

Net Profit Margin Ratio

It is the ratio of the net profit after tax to the total income
which indicates efficiency in operations. From the Table-
XVI, it observes that NCCBL is the better position with a
higher average ratio of 12.95% followed by JBL of 3.64%.
The high ratio of NCCBL indicates the better operational
efficiency of the bank than JBL. JBL’s ratio is decreasing
from 2010 to 2014 except in 2013, so, it’s not a good sign
for the bank.

Table: XVI
Name Net Profit Margin ratio (%)
S.N.| of Bank | 2010 | 2011 | 2012 | 2013 |2014 | Average | Rank
1 JBL |16.03]10.94|(32.88)|17.34| 6.76 | 3.64 2
2 |NCCBL [23.34|15.79| 9.18 | 7.00 |9.46 | 12.95 1

Interest Income to Total Income Ratio

It is the ratio of total interest income to total income
which indicates the ability of earnings from lending. In
table-XVIL, NCCBL is in the better position with a higher
average of 0.73 followed by JBL of 0.64. So, the ratios
indicated that NCCBL has more capability in generating
income from its lending business.

ability of the two banks together. Table-XIV indicates  T,p1e: XVII
NCCBL is the first position with a group average of 1 Name | Interest Income to Total Income (Proportion)
followed by JBL of 2. JBL scored the lower position due to  |5.N.| of Bank [2010[2011]2012[2013]2014] Average| _Rank
its poor performance in total loan & advances to total 1 JBL |0.62]0.65]069]066]060| 0.64 2
deposits, return on equity and net profit per employee 2 |[NCCBL|0.69]0.69|0.75|0.75|0.76 | 0.73 1
ratios compared to NCCBL.
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Net Interest Margin to Total Assets Ratio / (Spread)

It is the ratio of the net interest margin to total assets
which indicates net interest earnings by per unit of the
asset. In table-XVIIIL, NCCBL is in the better position with
a higher average of 2.00% followed by JBL of 1.05%.

Table: XVIII

Name Net Interest Margin to Total Asset (Spread) (%)
SN.| of Bank [2010{2011|2012{2013|2014 | Average| Rank
1 JBL 2.05{1.90|1.32]0.34 |(.36)| 1.05 2
2 NCCBL |298(1.60|1.78 |1.64|198| 2.00 1

Earnings per Share (EPS)

It is the ratio of the net profit after tax after deducting preference
dividend to the total number of equity shares which indicates
the ability of earnings by per share. Table-XIX shows that JBL is
the higher position in earning per share compared to NCCBL
though JBL had a negative return in 2012.

Table: XIX
Name Earnings Per Share (EPS) ( Tk)
S.N.| of Bank | 2010 | 2011 | 2012 | 2013 | 2014 | Average| Rank
1 JBL  |69.66|43.46|(148)|86.31|19.92| 14.27 1
NCCBL| 533 | 3.7 [2.06]| 149|187 | 289 2

Composite Ranking- Earning Ability (E)

The composite rankings of the various measures of the
earnings ability indicate the earnings ability of the two
banks together. Table-XX indicates NCCBL is a better
position with a group average of 1.2 compared to JBL of
1.8. JBL scored lower position due to its poor performance
in ROA, net profit margin ratio, Interest income to total
income ratio, and spread compared to NCCBL.

Table: XX
Name ROA Net Profit | Interest Income Spread EPS Compo
of Margin to Total Income site Rank
Bank

Avg |Rank| Avg [Rank| Avg | Rank | Avg [Rank| Avg |Rank|Avg Rank
JBL |030| 2 [3.64] 2 [0.64 2 105| 2 [1427| 1 [1.8] 2
NCCBL|1.63]| 1 [1295] 1 ]0.73 1 200 1 |289| 2 |12] 1

Liquidity (L)

The following two ratios are considered to assess the
liquidity named as liquid assets to total assets ratio and
liquid assets to total deposits ratio.

Liquid Assets to Total Assets Ratio

It is the ratio of the total liquid assets to the total assets
which indicates the liquidity capacity against per unit of
assets. In table-XXI, JBL is on higher position with a
higher average of 0.09 compared to NCCBL of 0.07.

Table: XXI
Name Liquid Asset to Total Asset (Proportion)
SN.| of Bank |2010{20112012|2013|2014 | Average| Rank
1 JBL |0.08|0.12|0.10]0.08 | 0.09| 0.09 1
2 |NCCBL|0.08|0.07 | 0.07]0.07 | 0.08| 0.07 2

Liquid Assets to Total Deposits Ratio

This is the ratio of total liquid assets to total deposits
which indicates the ability to meet depositor’s obligations.

In table-XXII, JBL is in a better position with a higher
average of 0.11 followed by NCCBL of 0.09.

Table: XXII
Name Liquid Asset to Total Deposit (Proportion)
S.N.| of Bank | 2010|2011 [ 2012|2013 |2014 | Average| Rank
1 JBL |0.10]0.14 (0.12|0.10]0.11| 0.11 1
NCCBL| 0.10 | 0.09 | 0.09 | 0.09|0.10 | 0.09 2

Composite Ranking- Liquidity (L)

The composite rankings of the various measures of the
liquidity indicate the liquidity position of the two banks
together. Table-XXIII indicates JBL is a better position
with a group average of 1.00 followed by NCCBL with an
average of 2. NCCBL scored lower position due to poor
performance in Liquid Assets to Total Assets and Liquid
Assets to Total Deposits ratios compared to JBL.

Table: XXIII

Name of| Liquid Assets Liquid Assets Composite
Bank to Total to Total Rank
Assets Ratio Deposits Ratio
Avg Rank Avg Rank Avg | Rank
JBL 0.09 1 0.11 1 1 1
NCCBL | 0.07 2 0.09 2 2 2

CoMPOSITE RANKINGS-OVERALL COMPARATIVE
PERFORMANCE

Table-XXIV shows the composite ranking of the two
banks for the period of 2010-2014. By considering all the
ratios under all the sub-parameter of CAMEL, it observes
that NCCBL has better performance compared to JBL. It
also can see that under all parameters of the CAMEL
except liquidity, NCCBL is better positioned compared to
JBL. NCCBL has scored better position of all the ratios
except EPS, liquid assets to total assets and liquid assets
to total deposits compared to JBL.

Table: XXIV
Name Capital Asset | Management | Earnings | Liquidity | Average | Rank
of Bank | Adequacy | Quality | Efficiency | Ability (L)
(] (A) (M) (E)
JBL 2 2 2 2 1 1.8 2
NCCBL 1 1 1 1 2 1.2 1

CONCLUSION AND RECOMMENDATIONS

The growth of the banking industry influences the
Economic development of the same country. The current
study has been conducted to examine the economic
sustainability of the two banks in Bangladesh by using a
CAMEL approach during 2010-14.During the year 2010-
2014 NCCBL has scored better position of all the ratios
except EPS, liquid assets to total assets and liquid assets
to total deposits compared to JBL. By considering all of
the parameters of CAMEL, it observes that NCCBL is the
highest position assessed by the CAMEL Model because
of its strong performance on the CAMEL ratios compared
to JBL. JBL is lower position compared to NCCBL under
the study because of its poor performance on the CAMEL
ratios. From the capital adequacy ratios, it observes that
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JBL is not maintained the standard level of capital
adequacy as mentioned by the central bank. The JBL policy
maker should think about it. From 2012, JBL non-
performing loan increases due to sanctioning loan in the
unworthy sector and bad recovery of loans. As
consequences, JBL got a negative return in 2012 and also
return decreased to in 2014. Since non-performing loan
creates risk for the bank, it ultimately affects to the
profitability of the bank. So, JBL should reduce the amount
of non-performing loans by giving loans to worthy projects
and the loan division of the bank should take a proper step
so that it can recover the debt within due time. The
ultimate aim of the study indicates that JBL should
improve the weaknesses of the lower ratios of the CAMEL
which ultimately improve the bank's overall performance.
The main limitations of the study are using a small sample,
but it will enable to the policy maker to understand the
financial statement analysis in a depth manner.
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