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2.10 Financial Information of JBL: Ratio Analysis: The financial statement of an existing concern or future projections for a proposed investment may be analyzed through calculation of a number of financial ratios. So, I like to use this ratio analysis as one of the most important financial tools and techniques. Many types of financial ratios may be calculated and used. But the purpose for which the analysis is made will suggest emphasizing one set of ratios in preference to others. Some important ratios are given below: Table : 2.10.1 Ratio Analysis Year-2009 Year-2008



Year-2007 Year-2006



A. Performance Ratio % : 1. Return on Average Assets (before tax) 2. Return on Average Assets (after tax)



3. Return on Average Equity 4. Net Interest Margin(Avg) 5. Net Interest Margin 6. Return on investment



3.89 2.30 30.06 6.36 5.20 16.01



2.9847 1.65 25.12 4.78 4.46 15.72



1.74 0.38 5.54 4.39 3.88 8.80



2.70 1.37 21.39 4.39 4.06 10.02



2.20 2.93 76.23



2.84 2.83 77.04



5.06 4.45 79.42



5.03 2.50 74.03



12.83 9.80 8.78 7.64



11.91 10.39 1042 6.58



12.42 10.95 10.98 6.91



14.79 13.58 9.76 6.40



B. Asset Quality Ratio % : 1. Non performing loan to Total Loan 2. Loan Loss Reserve to Total Loan 3. Loan to deposit



C. Capital Ratio Or Regulatory Capital Ratio % : 1. Total Risk – Based Capital Ratio 2. Tier 1 Risk- Based Capital Ratio 3. Leverage Capital Ratio: 4. Average Equity to Average Assets



Reference: Annual report of JBL 2009.



Graphs of Different Ratios: Table : 2.10.2 Performance Ratios Year-2009 Year-2008



Year-2007 Year-2006



A. Performance Ratio % : 1. Return on Average Assets (before tax) 2. Return on Average Assets (after tax)



3. Return on Average Equity 4. Net Interest Margin(Avg) 5. Net Interest Margin 6. Return on investment



3.89 2.30 30.06 6.36 5.20 16.01



2.9847 1.65 25.12 4.78 4.46 15.72



Reference: Annual report of JBL 2009. Fig: 2.10.1 ROAA (before tax)



Fig: 2.10.2 ROAA (after tax)



Fig: 2.10.3 ROAE (after tax)



1.74 0.38 5.54 4.39 3.88 8.80



2.70 1.37 21.39 4.39 4.06 10.02



Fig: 2.10.4 Net Interest Margin (Average)



Fig: 2.10.5 ROI



References: Annual Report of JBL 2009. Comments: From the above financial performance ratio we can say that financial performance of Jamuna Bank Limited is increasing year by year such as return on average assets (before tax) ratio in 2008 is 2.98% and in 2009 is 3.89% and return on average assets (after tax) ratio in 2008 is 1.65% and in 2009 is 2.30% and return on average equity ratio in 2008 is 25.12% and in 2009 is 30.06% and net interest margin(avg) ratio in 2008 is 4.78% and in 2009 is 6.36% and net interest margin ratio in 2008 is 4.46% and in 2009 is 5.20% and return on investment ratio in 2008 is 15.72% and in 2009 is 16.01%.



Asset Quality Ratio % Table: 2.10.2 Asset Quality Ratio B. Asset Quality Ratio % : 1. Non performing loan to Total Loan 2. Loan Loss Reserve to Total Loan 3. Loan to deposit



Year-2009 Year-2008 Year-2007 Year-2006 2.20 2.93 76.23



2.84 2.83 77.04



5.06 4.45 79.42



5.03 2.50 74.03



Reference: Annual report of JBL 2009. Fig: 2.10.6 Non performing loan to Total loan
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Fig: 2.10.7



Fig: 2.10.8



Reference: Asset quality ratio of JBL 2006 to2009 Comments: This figure shows that the asset quality ratio of Jamuna Bank Limited is increasing significantly from 31.12.2006 to 31.12.2009.



Capital Ratio / Regulatory Capital Ratio % Table: 2.10.3 Capital Ratio C. Capital Ratio Or Regulatory Capital Ratio % : 1. Total Risk - Based Capital Ratio 2. Tier 1 Risk- Based Capital Ratio 3. Leverage Capital Ratio: 4. Average Equity to Average Assets



Year-2009 Year-2008 Year-2007 Year-2006 12.83 9.80 8.78 7.64



11.91 10.39 1042 6.58



12.42 10.95 10.98 6.91



14.79 13.58 9.76 6.40



References: Annual report of JBL 2009. Fig: 2.10.9



Fig: 2.10.10



Fig: 2.10.11



Reference: Asset quality ratio of JBL 2006 to 2009 Comments: These figure shows that the asset ratio of Jamuna Bank Limited is increasing significantly from 31.12.2006 to 31.12.2009.



Maturity grouping of loans and advances:



Maturity Grouping of loans, advances Payable on demand Not More than three months More than three months but not more than 1 year More than 1 year but not more than 5 years More than 5 years Total Table: 2.10. 4 Maturity grouping of loans and advances Reference: Annual report of JBL 2009. Fig: 2.10.12 Maturity Grouping of Loan and Advances



Fig: 2.10.13 Loan Not More than three months



Year 2009 2,299,139,261 4,029,877,863 16,817,138,373 7,250,587,042 1,890,918,617 32,287,661,156



Year 2008 1,010,751,356 3,742,783,418 9,894,012,811 5,265,293,827 1,124,019,600 21,036,861,012



Fig: 2.10.14 Loan More than three months but not more than 1 year



Fig: 2.10.15 Loan More than 1 year but not more than 5 years



References: Annual report of JBL 2009.



Comments: This figure shows that the maturity grouping of loans and advances of Jamuna Bank Limited is increasing significantly from 31.12.2006 to 31.12.2009.



Concentration of advances: Table: 2.10. 5 Concentration of advances Concentration of advances Advances to allied concerns of Directors Advances to Chief Executives and other officers Customer Groups: Agriculture and Fisheries Industry Wise Small and Cottage Advances to other Customers Total



Year 2009



Year 2008



77,484,000



69,732,000



Year 2009 162,900,000 5,602,500,000 1,432,500,000 25,012,277,155 32,210,177,155



Year 2008 98,300,000 4,019,800,000 373,100,000 16,475,929,012 20,967,129,012



Reference: Reference: Annual report of JBL 2009. Fig: 2.10.16 Customer Groups of Advance



Reference: Annual report of JBL 2009. Comments: This figure shows that the customer group advances of Jamuna Bank Limited is increasing significantly from 31.12.2008 to 31.12.2009.



Sector wise Loan and Advances: Table: 2.10.6 Sector wise loan and advances Reference: Annual report of JBL 2009. Fig: 2.10. 17 Sector wise Loan and Advances



SL No 1 2 3 4 5 6 7



Sector wise loan, advances Agricultural & Fisheries Large & Medium Scale Industries Working Capital Export Credit Small and Cottage Industries Others Total



Year 2009 162,900,000 5,602,500,000 10,994,400,000 1,372,200,000 8,254,800,000 1,432,500,000 446,8361,155



Year 2008 98,300,000 4,019,800,000 5,842,800,000 947,700,000 6,564,400,000 373,100,000 319,0761,012



Reference: Annual report of JBL 2009.



Comments: This figure shows that the sector wise loans and advances of Jamuna Bank Limited are increasing significantly from 31.12.2008 to 31.12.2009. Now the bank provides large loan to small & cottage industries and small emphasis on



agricultural and fisheries. In the year 2008 to 2009 in the Agricultural and Fisheries sector of JBL gave less Loan and Advances. On the other hand JBL gave more loan and advances on working capital.



Classification of loan, advances as per Bangladesh Bank circular: Table : 2.10.7 Classification of loan, advances as per Bangladesh Bank circular



Classification of loan, advances as per Bangladesh Bank circular Unclassified Special Mention Account Substandard Doubtful Bad or Loss Total



Year 2009



Year 2008



31,385,660,155 191,143,000 10,917,000 14,603,000 685,338,000 32,287,661,155



20,286,156,012 152,396,000 128,269,000 9,537,000 460,503,000 21,036,861,012



Reference: Annual report of JBL 2009.



Fig: 2.10.18 Loan and Advances as per BB



% of Total Loan 97.21 0.59 0.03 0.05 2.12 100



Reference: Annual report of JBL 2009.



Comments: This figure shows that the Classification of loan and advances as per Bangladesh Bank circular of Jamuna Bank Limited the Unclassified of total loan is 97.21% and Special Mention Account of total loan is 0.59% and Substandard of total loan is 0.03% and Doubtful of total loan is 0.05% and Bad or Loss of total loan is 2.12%



Financial Performance and Graphical Presentation: Return on Average Assets (before tax) and Return on Average Assets (after tax) Growth: Table: 2.10.8 Average Asset Growths Return on Average Assets (before tax) Year Ratio Change Growth Rate 2006 2.70 0 0 2007 1.74 -0.96 -35.56 2008 2.98 1.24 71.26 2009 3.89 0.91 30.5



Return on Average Assets (after tax) Year Ratio Change Growth Rate 2006 1.37 0 0 2007 0.38 -0.99 -72.26 2008 1.65 1.27 334.21 2009 2.30 0.65 39.39



Reference: Annual report of JBL 2009. Average Growth Rate of Return on Average Assets (before tax) (-35.56 + 71.26 + 30.50)/3 = 22.067% Average Growth Rate of Return on Average Assets (after tax) (-72.26 + 334.21 + 39.39)/3 = 100.44% Table no: 2.10. 9 Return on Average Assets (before tax) Year Growth Rate 2007 -35.56% 2008 71.26% 2009 30.50%



Reference: Annual report of JBL 2009. Fig: 2.10. 19



Reference: Annual report of JBL 2009. Table: 2.10.10 ROAA (after tax) Return on Average Assets (after tax) Year Growth Rate 2007 -72.26% 2008 334.21% 2009 39.39% Reference: Annual report of JBL 2009. Fig: 2.10. 20 ROAA (after tax)



Reference: From Annual Report of Jamuna Bank limited 2009.



Comments: I am calculating of the growth rate of return on average assets (before tax) from 30.12.2009 to 31.12.2009 of the Jamuna Bank Limited. The return on



average assets (before tax) growth rate in 2007 is -35.56%, in 2008 is 71.26%, in 2009 is 30.50%. In 2007 the JBL had negative position return on average assets (before tax) but in 2008 the JBL has good position and in 2009 JBL has positive position. On the other hand calculating the return on average assets (after tax) growth rate from 30.12.2009 to 31.12.2009 of the Jamuna Bank Limited. The return on average assets (after tax) growth rate in 2007 is -72.26%, in 2008 is 334.21%, in 2009 is 39.39%. In 2007 the JBL had negative position return on average assets (before tax) but in 2008 the JBL has good position and in 2009 JBL has positive position.



Return on Average Equity and Return on Investment Growth: Table: 2.10.11 Return on Average Equity and Return on Investment Growth Return on Average Equity Year Ratio Change 2006 2007 2008 2009



21.39 5.54 25.12 30.06



Return on Investment Year Ratio Change



Growth Rate 0 0 2006 10.02 -15.85 -74.10 2007 8.80 19.58 353.42 2008 15.72 4.94 19.66 2009 16.01 Reference: Annual report of JBL 2009.



0 -1.22 6.92 0.29



Average Growth Rate of Return on Average Equity (-74.10 +19.58 + 4.94)/3 = -16.52% Average Growth Rate of Return on Average Investment (-12.17 + 44.02 + 1.84)/3 = 11.23% Table: 4.12 Return on Average Equity Return on Average Equity Year 2007 2008 2009



Growth Rate -74.10%353.42% 353.42% 19.66% Reference: Annual report of JBL 2009.



Growth Rate 0 -12.17 44.02 1.84



Fig: 2.10. 21 Return on Average Equity



Reference: Annual report of JBL 2009. Table: 2.10.13 ROI Return on Investment Year 2007 2008 2009



Growth Rate -12.17% 44.02% 1.84% Reference: Annual report of JBL 2009.



Fig: 2.10. 22 ROI



Reference: Annual report of JBL 2009.



Comments: I am calculating of the growth rate of return on average equity from 30.12.2009 to 31.12.2009 of the Jamuna Bank Limited. The rate of return on average equity growth rate in 2007 is -74.10%, in 2008 is 353.42%, in 2009 is 19.66%. In



2007 the JBL had negative position return on average equity but in 2008 the JBL has good position and in 2009 JBL has positive position. On the other hand calculating the return on investment growth rate from 30.12.2009 to 31.12.2009 of the Jamuna Bank Limited. The return on investment growth rate in 2007 is -1.17%, in 2008 is 44.02%, in 2009 is 1.84%. In 2007 the JBL had negative position return on investment but in 2008 the JBL has good position and in 2009 JBL has positive position.



Investment: Table: 2.10. 14 Investment



Investment Year



Tk.(Million)



2006 2007 2008 2009



2553 5390 4239 8503



Reference: Annual report of JBL 2009. Fig: 2.10. 23 Investment



Reference: Annual report of JBL 2009.



Comment: The investment portfolio of the bank as on 31.12.2009 rose to Tk.8503.44 million from Tk.4238.63million as on 31.12.2008.







Interest expenses on Deposits of the Bank may be tried to keep low with due regard to balances Deposit mix for minimizing the cost and maximizing the profit.







The research cell of this Bank should be strengthening with the efficient work force by studying the feasibility of introduction of new products, analysis of work force productivity and similar other research works and eventually the efficient Management of Credit Risks.







For sustainable growth, the Bank should identity, reinvests in productive sector, and terminates unproductive operations/divisions.







JBL should establish investment priorities and develop corporate Budgets that steer resources into those internal activities critical to strategic success. It should be involved in channeling resources into areas where earning potentials are higher and away from areas where they are lower.







JBL should initiate responses to change under way in the industry, the economy at large, the regulatory and political arena and other relevant areas.







JBL should observe the competitors closely to analyze any new course of actions taken by them and react competitively to that action. It can be accomplished by the following ways :



*Can get information about a certain competitor’s Business policies by recruiting their employees. *can get information from the people who do Business with those rivals. *can get information about other Banks from published materials and published documents. 



JBL should enhance its market exposure and create a favorable image because its market value per share is very low than its book value.







The bank should increase the number of Credit Analyst to reduce the extra work loads and to ensure efficient Management of Credit Risks.







JBL has to arrange to train up its personnel through adequate training programs and workshops so as to they can carry out their jobs properly and up to the mark.



Conclusion At the finale, I feel myself fortunate to get the chance of preparing a Report on the topic like Management of Credit Risks. The preparation of report will help me a lot to augment my experience and knowledge as to negotiating the risks associated with the Credits of the Banks. Jamuna Bank Ltd. is a growing and profitable bank in Bangladesh that has been rendering service to customer since 2001. I have been working in the Bank and it was an immense pleasure for me to carry out the case study of the Bank in connection with Management of Credit Risks. Loans and advances comprise the most important asset as well as the primary source of earning for the bank. But it is also the major source of risk for the bank management. Quick loan recovering process can enable the law and order system to prevail, which is always a good environment for business. In this sector, Jamuna Bank Ltd. is standing on a satisfactory position. Scheduled privates banks are perhaps the main players in eliminating the loan default culture of Bangladesh. As a concise citizen I hope any other bank like Jamuna Bank Ltd. can touch their goal and enjoy the full fruit of their achievement. Finally I believe



that with proper guidance and help of the Bangladesh Bank perhaps our country will enjoy the overall sound and strong Financial System.
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