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[bookmark: _Toc73104262]ABSTRACT
This study is aimed to evaluating the financial performance of CBE for the period 2011 to 2020 using CAMEL rating approach. To meet the objective of the study, the study employed explanatory research design using secondary sources of data, such as annual reports of the bank have been utilized. After collecting the necessary data, appropriate financial ratios and descriptive statistical techniques were employed for analyzing, interpreting and giving a condensed picture of the collected data. Accordingly, the results of the study revealed that the financial performance of the bank had kept on improving over time. Besides, the bank has performed well in making capital and efficiently managing its assets for generating revenue, whereas there is a need for improvement in its measuring performance by adding the recent developments for financial performance analysis.
Key Words: Financial Performance, Ratios, Commercial Bank of Ethiopia, CAMEL.
[bookmark: _Toc511725905][bookmark: _Toc73104263]CHAPTER ONE
1. INTRODUCTION
1.1  Back Ground of the Study
Financial sector of an economy plays an important role in its economic development and prosperity of the country. Banking industry serves as the backbone of the financial sector that accumulates saving from surplus economic units in the form of deposits and provides it to deficit economic units in the form of advances. Banking industry provides support to the economy in general and industries in particular in the time of recessions and economic crisis. But when banks are at the heart of economic recession or banks are the cause of financial crisis like the recent past financial crisis 2007-09, it makes the situation worst for economic recovery. So it is of great importance to keenly observe the performance of the banks and their compliance with the regulatory requirements.

 Performance of banks is measured at two levels, one is at the management and regulatory level of the banks and another is at external rating agencies. Purpose of regulatory and supervisory rating systems is to measure the bank performance at internal level and its compliance with regulatory requirements to keep the bank on right track. These ratings are highly confidential and are only available to the bank management. External credit rating agencies examine and evaluate banks and issue ratings for the general public and investors in particulars. It is of great importance that both these ratings present the same results about the condition of the banks to provide clear information to investors and management. In the past several banks suffer from bankruptcy that suggests the failure of both internal rating systems and credit rating agencies.

The banking environment in Ethiopia has, for the two decades, undergone many regulatory and financial reforms like other African countries and the rest of developing world. These reforms have brought about many structural changes in the banking sector of the country and have also 
encouraged private banks to enter and expand their operations in the industry (Lelissa 2007). Despite these changes, currently, the banking industry in Ethiopia is characterized by operational inefficiency, little and insufficient competition and perhaps can be distinguished by its market concentration towards the big government owned commercial bank and having undiversified ownership structure (Lelisa 2007). The existence of less efficiency and little & insufficient competition in the country’s banking industry is a clear indicator of relatively poor performance of the sector compared to the developed world financial institutions. Thus, it is important to evaluate the banks performance critically for an efficient management of banking operations as well as to ensure financial soundness of the banking industry. In light of the above, the purpose of this was  to evaluate the financial performance of CBE using CAMEL model. This model is the supervisory and regulatory rating system. It takes into account six important components of a bank when it evaluates the financial performance of CBE. These components are Capital, Assets, Management, Earning, Liquidity and Sensitivity to market risk. Ratings is assigned to theses components on the scale of 1 to 5 and that is a base for composite rating that also ranged from 1 to 5.
1.2.  Overview of the Ethiopian banking System
Modern banking in Ethiopia started in 1905 with the establishment of Abyssinian Bank which was based on a fifty year agreement with the Anglo-Egyptian National Bank. In 1908 Socite National d’Ethiope pour le Development Dei’ Agriculture et du and two other foreign banks (i.e Banque de l’Indochine and the Compagnie del’ Afrique Orientale) were also established (Degefe 1995 cited in Geda 2006). As noted in Geda (2006) these banks were criticized for being wholly foreign owned. In 1931 the Ethiopian government purchased the Abyssinian Bank, which was the dominant bank, and renamed it the Bank of Ethiopia. i.e., the first nationally owned bank on the African continent (Gedey 1990, pp. 83, cited in Geda 2006).
During the five-years of Italian occupation i.e. during the period 1936-41 banking activity of the country was relatively expanded. In that time, the Italian banks were particularly active. As a result, most of the banks that were in operation during this period were Italian banks. After independence from Italy’s brief occupation, where the role of Britain was paramount owing to its strategic planning during the Second World War, Barclays Bank was established and it remained in business in Ethiopia between 1941 and 1943 (Degefe 1995 cited in Geda 2006). Following this, in 1943 the Ethiopian government established the State Bank of Ethiopia. As noted in Degefe (1995 cited in Geda 2006) the establishment of the Bank by Ethiopia was a painful process because Britain was against it. The Bank of Ethiopia was operating as both a commercial and a central bank until 1963 when it was remodeled into today’s National Bank of Ethiopia
(NBE) (the Central Bank, re-established in 1976) and The history of CBE dates back to the establishment of the state bank of Ethiopia in 1942. CBE was legally established as a share company in 1963. CBE is the largest commercial bank in Ethiopia. As stated in (Degefe 1995 cited in Geda 2006), all privately owned financial institutions including three commercial banks, thirteen insurance companies, and two non-bank financial intermediaries were nationalized on 1 January 1975. The nationalized banks were reorganized and one commercial bank (the CBE), a national bank (recreated in 1976), two specialized banks i.e., the Agricultural and Industrial Bank, renamed recently as the Development Bank of Ethiopia and a Housing and Saving Bank, renamed recently as the CBB, and one insurance company (Ethiopian Insurance Company) were formed. Following the regime change in 1991 and the liberalization policy in 1992, these financial institutions were reorganized to work to a market-oriented policy framework. Moreover, new privately owned financial institutions were also allowed to work alongside the publicly owned ones. As a result, currently, the country has two public owned and sixteen private commercial banks, the largest and public owned bank, Commercial Bank of Ethiopia (CBE) is among one of them. it is the largest commercial bank in Ethiopia. The existence of insufficient competition in the country’s banking industry is a clear indication of relatively poor performance of the sector. Thus, it is important to evaluate the banks performance critically for an efficient management of banking operations as well as to ensure financial soundness of the banking industry. In light of the above issues, the purpose of this study is to evaluate the financial performance of CBE using a CAMEL model
1.3. [bookmark: _Toc511725907][bookmark: _Toc73104264]Statements of the Problem
Banking industry serves as the backbone of the financial sector that accumulates saving from surplus economic units in the form of deposits and provides it to deficit economic units in the form of loans and advances. Commercial banks play a key role in maintaining the stability of the nation by monitoring the flow of resources among the units. The function and significance of banking sector cannot be under estimated in the development of an economy. The strength of economy of any country basically hinges on the strength and efficiency of financial system, which, in turn, depends upon a sound banking system (Aspal & Dhawan, 2016).
Thus it is important to measure the performance of the commercial banks and it is of great importance to keenly observe the performance of the banks. Performance of banks is measured at two levels, one is at the management and regulatory level and another is at external rating agencies. The most key aspect in the analysis of the performance of bank sector is financial performance (Adamu & Kenenesia, 2017).
With the objective of mobilizing resources and enhancing investments, financial institutions have irreplaceable roles in economic development of a country. Being one and may be the major category of financial institutions, banks have a very determinant role in the healthy functioning of the economy. The number of banks in Ethiopia is increasing from time to time. This is resulted with the increasing in competitions among banks. This in turn leads to dramatic effect on the performance of banks. It therefore increasingly urges the need of more frequent banking examination (Muhabie, 2015).
External credit rating agencies examine and evaluate banks and issue ratings for the general public and investors in particulars. It is of great importance that both these ratings present the same results about the condition of the banks to provide clear information to investors and management. In the past several banks suffer from bankruptcy that suggests the failure of both internal rating systems and credit rating agencies.
Evaluation and analysis of the financial performance of banks are important for all internal and external users such as the bank managers, depositors, creditors, investors, employees, and regulators. Banks are expected, among others, to attain their short-term profit maximization, which is often measured by Return on Equity (ROE), Return on Asset (ROA) (Tesfation, 2016).
Knowing organization’s competitiveness and potentials of the business through financial statement analysis is useful for decision making for users of financial statement information, including managers, creditors, stockholders, potential investors, and regulatory agencies (Muhabie, 2015).
Periodic financial performance evaluation is, thus, compulsory in order to prove whether the banks’ short term and long term goals have been achieved and the stakeholders’ interest that is, relevant economic needs of various stakeholders (Tesfation, 2016). 
In order to evaluate the overall performance of banks and evaluate the overall safety and soundness of banks, supervisory agencies implement a regulatory banking supervision framework. To this end, the National Bank of Ethiopia (NBE) is requiring all commercial banks operating in Ethiopia to evaluate their performance using CAMEL rating approach as a tool of measuring performance.
Measuring the performance of banks generally in Ethiopia has attracted the attention over the past years. This is more prevalent when it comes to CBE since it is playing an important role and the dominant in the Ethiopian banking sector in the country. Therefore, studying the financial performance of CBE is necessary and crucial considering its dominance role in the Ethiopian for the banking industry (Mulualem, 2015). 
CBE has implemented its first and second strategic plan cascaded from the Growth and Transformation Plan (GTP) of Ethiopia for the period from 2011-2020 by taking 2010 as a base year. Hence, evaluating the first and second strategic period performance and taking a corrective measure is expected to add a value and turn the bank in the right truck in achieving its past financial performance. However, to the knowledge of the researcher, no previous research was conducted evaluating the financial performance of CBE in the first and second strategic period so as to suggest improvements in future. 
This study, therefore, aims to fill the gap by evaluating CBE’s financial performance in the first and second strategic plan period based on the CAMEL framework, which is used to evaluate the overall safety and soundness of a bank. 
[bookmark: _Toc511725911][bookmark: _Toc73104265]1.4. Research Questions
In line with the above specific objectives, the study intends to address the following research questions:
1. What is the capital adequacy performance of CBE from 2011 to 2020?
2. What is the asset quality performance of CBE from 2011 to 2020?
3. What is the management efficiency performance of CBE from 2011 to 2020?
4. What is the earning ability performance of CBE from 2011 to 2020?
5. What is the liquidity performance of CBE from 2011 to 2020?
1.5. [bookmark: _Toc511725908][bookmark: _Toc73104266]Research Objective(s)
[bookmark: _Toc511725909][bookmark: _Toc73104267]1.5.1 General Objective
The general aim of the study was to evaluate the financial performance of CBE from 2011 to 2020 using a CAMEL rating approach.
i. [bookmark: _Toc511725910][bookmark: _Toc73104268] Specific Objectives
1. To analyze the capital adequacy performance of CBE from 2011 to 2020.
2. To examine the asset quality performance of CBE from 2011 to 2020.
3. To evaluate the management efficiency performance of CBE from 2011 to 2020.
4. To assess the earning ability performance of CBE from 2011 to 2020.
5. To measure the liquidity performance of CBE from 2011 to 2020.
1.6. [bookmark: _Toc511725913][bookmark: _Toc73104269]Significance of the Study
Banks serve as backbone to the financial sector, which facilitate the proper utilization of financial resources of a country. The banking sector is increasingly growing and it has witnessed a huge flow of investment. In addition to simply being involved in the financial intermediation activities, banks are operating in a rapidly innovating industry that urges them to create more specialized financial services to better satisfy the changing needs of their customers. Sundararajan et al. (2002) argues that the financial system, the bank in particular, is exposed to a variety of risks that are growing more complex nowadays. Furthermore, the economic downturn of 2008 which resulted in bank failures, are triggered in the U.S. and then wildly spread worldwide. It therefore increasingly urges the need of more frequent banking examination.
In order to cope with the complexity and a mix of risk exposure to banking system properly, responsibly, beneficially and sustainably, it is of great importance to evaluate the overall performance of banks by implementing a regulatory banking supervision framework. One of such measures of supervisory information is the CAMEL rating system.
Therefore, the current study is significant; for it assesses determinants of bank performance based on the CAMEL model and it was give for important insight to supervisors as well as managers of Commercial banks of Ethiopia. It also shades light about the importance of CAMEL Model to risk managers and others who are interested to examine the performance of the banks.
[bookmark: _Toc511725914]Finally, the study also helps other researchers as a source of reference and as a stepping stone for those who want to make further study on the area afterwards. Beside this, it gives the opportunity to all stake holders to gain knowledge about the CAMEL Model.
1.7. [bookmark: _Toc73104270]Scope of the Study
[bookmark: _Toc511725915]To make the rating system more risk-focused, the six components added to CAMEL model is sensitivity to market risk. This measures the effect of changes in interest rates; foreign exchange rates; and commodity prices on financial institution’s earnings or economic capital. However, due to difficulty in obtaining the required data to measure sensitivity to market risk, the study limited its methodological scope measuring the capital adequacy, asset quality, management quality, earning ability and liquidity performance of CBE. In addition, the study limited its scope in evaluating the financial performance of CBE for a period of ten years from 2011 to 2020. 
1.8. [bookmark: _Toc73104271]Limitations of the Study
The study was not carried without limitations. First, the CAMEL model comprises many financial ratios for evaluating the soundness of a firm financial and operational performance. As a result, this study accounts only the five financial ratios that are rated by the empirical researchers. 
1.9. [bookmark: _Toc511725916][bookmark: _Toc73104272]Organization of the Study
The study was organized into five chapters. Chapter one addressed background of the study, research problem, objectives of study, and scope and limitations of the study. Chapter two discusses review of literatures. Chapter three explains the research methods of the study. Chapter four present the results and discussions of the study. The final chapter presents summary, conclusions and recommendations of the study based on the findings.











[bookmark: _Toc511725917][bookmark: _Toc73104273]CHAPTER TWO: - RELATED LITERATURE REVIEW
2.1. [bookmark: _Toc511725918][bookmark: _Toc73104274]Theoretical Literature
2.1.1. [bookmark: _Toc511725919][bookmark: _Toc73104275]Overview
[bookmark: _Toc511725920]Commercial bank mainly plays an intermediary role between the depositor and borrower. It helps attain optimum allocation of scarce national resources through accumulation of savings in the form of deposits from surplus economic units and provide this deposit to deficit economic units in the form of loans and advances. This indicates that commercial bank is at the heart of an economy’s success (Tesfation, 2016).
Jha and Hui (2012) explain that;
Financial sector is the backbone of the economy of a country. It works as a facilitator for achieving sustained economic growth through providing efficient monetary intermediation. A strong financial system promotes in-vestment by financing productive business opportunities, mobilizing savings, efficiently allocating resources and makes easy the trade of goods and services.”
Ongore and Kusa (2013) also support that;
“Commercial banks play a vital role in the economic resource allocation of countries. They channel funds from depositors to investors continuously. They can do so, if they generate the necessary income to cover their operational cost they incur in the due course. In other words, for sustainable intermediation function, banks need to be profitable. Beyond the inter-mediation function, the financial performance of banks has critical implications for economic growth of countries. Good financial performance rewards the shareholders for their investment. This, in turn, encourages additional investment and brings about economic growth. On the other hand, poor banking performances can lead to banking failure and crisis, which have negative repercussions on the economic growth.”
Bank performance can be influenced by internal factors (bank specific) and macroeconomic (external) factors such as GDP and inflation. This study is based on the bank specific factors that affect the performance of commercial banks (Ongore & Kusa, 2013). Among the widely used internal (bank specific) factors based performance measurements is CAMEL rating approach.
The CAMEL model is the most widely used model by researchers and the bank managers as well as the central banks have been implementing the CAMEL framework for evaluating the financial performance of banks (Baral, 2005; Dang, 2011). 
Dang (2011) argues that the CAMEL framework often used by scholars to proxy the internal (bank specific) factors. CAMEL refers to the portfolio of financial indexes that indicate the financial performance (health) of a firm. It stands for capital adequacy, asset quality, management efficiency, earnings ability and liquidity.
The next sections present the review of literature that is related and relevant to the bank-specific factor based bank’s financial performance measure opted for this study (i.e. CAMEL).
2.1.2. [bookmark: _Toc73104276]Financial Performance and Financial Performance Analysis
Financial performance refers to the degree to which financial objectives being or has been accomplished. It is the process of measuring the results of a firm's policies and operations in monetary terms. It is used to measure firm's overall financial health over a given period of time and can also be used to compare similar firms across the same industry or to compare industries or sectors in aggregation (Ehrhardt & Brigham, 2009).
In a broader sense, financial performance refers to the degree to which financial objectives being or has been accomplished. It is the process of measuring the results of a firm's policies and operations in monetary terms. It is used to measure firm's overall financial health over a given period of time and can also be used to compare similar firms across the same industry or to compare industries or sectors in aggregation (Ehrhardt & Brigham, 2009).
Financial performance analysis is the process of identifying the financial strengths and weaknesses of the firm by properly establishing the relationship between the items of balance sheet and profit and loss account. It also helps in short-term and long term forecasting and growth can be identified with the help of financial performance analysis (Ehrhardt & Brigham, 2009). The dictionary meaning of ‘analysis’ is to resolve or separate a thing in to its element or components parts for tracing their relation to the things as whole and to each other. 
The analysis of financial statement is a process of evaluating the relationship between the component parts of financial statement to obtain a better understanding of the firm’s position and performance. This analysis can be undertaken by management of the firm or by parties outside of the organization. In short, the firm itself as well as various interested groups such as managers, shareholders, creditors, tax authorities, and others seeks answers to the following important questions: What is the financial position of the firm at a given point of time? And how is the financial performance of the firm over a given period of time?
These questions can be answered with the help of financial performance analysis of a firm. Financial performance analysis involves the use of financial statements.
A financial statement is an organized collection of data according to logical and consistent accounting procedures. Its purpose is to convey an understanding of some financial aspects of a business firm. The financial statements are prepared with a view to depict the financial position of the concern. They are based on the recorded facts and are usually expressed in monetary terms. The financial statement are prepared periodically that is generally for the accounting period.
According to (Ehrhardt & Brigham, 2009) “The financial statement provides summary of accounts of a business enterprise, the balance sheet reflecting assets, liabilities and capital as on a certain date and the income statement showing the result of operation during a certain period”. It may show a position at a moment of time as in the case of a balance sheet, or may reveal a series of activities over a given period of time, as in the case of an income statement. Thus, the term ‘financial statements’ generally refers to two basic statements: the balance sheet and the income statement. 
The balance sheet shows the financial position of the firm at a given point of time. It provides a snapshot and may be regarded as a static picture. “Balance sheet is a summary of a firm’s financial position on a given date that shows Total assets = Total liabilities + Owner’s equity.” 
The income statement (referred as the profit and loss statement) reflects the performance of the firm over a period of time. “Income statement is a summary of a firm’s revenues and expenses over a specified period, ending with net income or loss for the period.” However, financial statements do not reveal all the information related to the financial operations of a firm, but they furnish some extremely useful information, which highlights two important factors profitability and financial soundness. Thus analysis of financial statements is an important aid to financial performance analysis.
2.1.3. [bookmark: _Toc515973734][bookmark: _Toc73104277]The Need for Banking Sector Performance Measurement
Banking sector is an important and unquestionable determinant of the economic development as it directs the flow of the funds from surplus economic units of the economy towards deficit economic units (Khan, 2006). Banking industry being an important pillar of financial sector of an economy, its performance measurement cannot be neglected. 
Role of financial institutions and banks in particular in economic development of a country is accepted and acknowledged by Joseph Schumpeter way back in 1911. He argued that functions performed by financial institutions such as mobilizing savings of the surplus units of an economy, risk measuring and management activities, complicated transactions being performed by these institutions and evaluation of the business projects all together increase the pace of economic growth (King & Levine, 1993). 
Hicks also argued in his theory of economic development that financial institutions play an important role in the growth of an economy (Samules, 1993). Goldsmith also argued that size of a financial system plays a pivotal role in economic development and proved it trough his research on a sample of 35 different countries that they show positive correlation among each other. 
2.1.4. [bookmark: _Toc515973735][bookmark: _Toc73104278]Fundamentals of CAMELS Rating Approach
The Uniform Financial Institution Rating System (UFIRS) which is commonly referred to as CAMEL rating was proved to be an effective internal supervisory tool for evaluating the soundness of a financial firm. The bank supervisory authorities assign each bank a score on a scale of one (best) to five (worst) for each factor. If a bank has an average score less than two it is considered to be a high-quality institution, while banks with scores greater than three are considered to be less-than-satisfactory establishments (UFIRS, 1997, as cited by Dang, 2011).
CAMEL rating system was first introduced by U.S supervisory authorities as a system of rating for onsite examinations of banking institutions. Under this system, each banking initiation subject to on-site examination is evaluated on the basis of five (now six) critical dimensions relating to the bank’s operations & performance, which are referred to as the component factors. These are capital, Asset Quality, Management, Earnings, liquidity and sensitivity to market risk used to reflect the financial performance, financial condition, operations soundness and regulatory compliance of the banking institution.
Ongore and Kusa (2013) state that;
“Profit is the ultimate goal of commercial banks. All the strategies designed and activities performed thereof are meant to realize this grand objective. However, this does not mean that commercial banks have no other goals. Commercial banks could also have additional social and economic goals.”
A Composite rating is assigned as an abridgement of the component rating and is taken as the prime indicator of a bank`s current financial condition .The composite rating ranges between 1 (best) and 5 (worst) and also involves a certain amount of subjectivity based on the examiners` overall assessment of the initiation in view of the individual component assessments.
Composite and component ratings are assigned based on a 5 to 1 numerical scale. A 5 indicates the highest rating, strongest performance and risk management processes, and least degree of supervisory concern, while a 1 indicates the lowest rating, weakest performance, inadequate risk management practices and, therefore, the highest degree of supervisory concern.
The composite rating generally bears a close relationship to the component ratings assigned. However, the composite rating is not derived by computing an arithmetic average of the component ratings. 
Each component rating is based on a qualitative analysis, as well as quantitative assessment, whenever applicable, of the factors comprising that component and its interrelationship with the other components when assigning a composite rating, some components may be given more weight than other depending on the situation at the institution. In general, assignment of a composite rating may incorporate any factor that bears significantly on the overall condition and soundness of the institution.
The bank supervisory authorities assign each bank a score on a scale of one (best) to five (worst) for each factor. If a bank has an average score less than two it is considered to be a high-quality institution, while banks with scores greater than three are considered to be less-than-satisfactory establishments (UFIRS, 1997, as cited by Dang, 2011).
According to the Federal Deposit Insurance Corporation (FDIC, 2015), following is the detail of the CAMELS composite ratings range from 1 to 5:
· Composite “1”- Institutions in this group are basically sound in every respect. 
· Composite “2”-Institutions in this group are fundamentally sound, but may reflect modest weaknesses correctable in the normal course of business. 
· Composite “3”- Institutions in this category exhibit financial, operational, or compliance weaknesses ranging from moderately severe to unsatisfactory. 
· Composite “4”- Institutions in this group have an immoderate volume of serious financial weaknesses or a combination of other conditions that are unsatisfactory. 
· Composite “5”-This category is reserved for institutions with an extremely high immediate or near term probability of failure.
2.1.5. [bookmark: _Toc515973736][bookmark: _Toc73104279]Components of CAMEL Rating System
According to Sarker (2006), CAMEL ratings generally assess the overall soundness of the banks, and identify and predict different risk factors that may contribute to turn the bank into a problem or failed bank. 
The components of CAMEL are further described as follows (Sarker, 2006 and Dang, 2011).
2.1.5.1. Capital Adequacy 
Capital adequacy is the capital expected to maintain balance with the risks exposure of the financial institution such as credit risk, market risk and operational risk, in order to absorb the potential losses and protect the financial institution‘s debt holder. “Meeting statutory minimum capital requirement is the key factor in deciding the capital adequacy, and maintaining an adequate level of capital is a critical element” (Dang, 2011).
IT refers to the adequacy of the amount of own capital available to support the bank’s business and act as a buffer in case of adverse situation or any shock. It is judged on the basis of Capital Adequacy Ratio (CAR). CAR shows the internal strength of the bank to withstand losses during the crisis.
Capital adequacy is assumed to be a crucial reflector of the financial soundness of a bank. In order to survive, it is indispensable to protect the stakeholder confidence and preventing its bankruptcy. Capital is assumed to be a cushion that offers protection to stakeholder’ and it enhances the stability and efficiency of bank. Capital adequacy represents the overall financial position of a bank. It reflects whether the bank has sufficient capital to bear unexpected losses in the future and bank leverage.
Researchers define the capital adequacy in term of capital-deposit ratio because the primary risk is depository risk derived from the sudden and considerably large scale of deposit withdrawals. For example, in 1930, FDIC created a new capital model as capital-asset ratios since the default on loans came to expose the greatest risk instead of deposit withdrawals (FDIC, 2015). 
To gauge the capital adequacy, bank supervisors currently use the capital-risk asset ratio. The adequacy of capital is examined based upon the two most important measures such as Capital Adequacy Ratio (CAR) or Capital to Risk-weighted Assets ratio, and the ratio of capital to assets.
The study measures capital adequacy as the ratio of gross capital to total assets to measure capital adequacy ratio (Ehrhardt & Brigham, 2009). Gross capital includes paid up capital, retained earnings and other reserves of the bank. The ratio is measured using the following formula:

To make rating of the capital adequacy performance of Banks, each of components in the CAMEL model is scored from 1 to 5. Then, in the context of capital adequacy, a composite rating of 1 indicates a strong capital level relative to the financial institution’s risk. Meanwhile, the rating of 5 indicates a critical deficient level of capital, in which immediate assistance from shareholders or external resources is required.

2.1.5.2. Asset Quality
 It refers to the quality of the bank’s loan which is the major asset that generates the major share of its income. The quality of assets is significant aspect to assess the degree of financial strength of a bank. 
The principal purpose to measure the assets quality is to determine the composition of non-performing assets as a percentage of the total assets. The quality of credit portfolio expresses the profitability of banks. The major concern of all commercial banks is to keep the amount of non-performing loans to low level. This is so because high non-performing loan affects the profitability of the bank.
According to Dang (2011), “poor asset quality is the major cause of most bank failures”. A most important asset category is the loan portfolio; the greatest risk facing the bank is the risk of loan losses derived from the delinquent loans. 
The credit analyst should carry out the asset quality assessment by performing the credit risk management and evaluating the quality of loan portfolio using trend analysis and peer comparison. Measuring the asset quality is difficult because it is mostly derived from the analyst’s subjectivity.
It is measured by the Non-Performing Loans Ratio (NPLR). It measures the risk facing a bank, i.e., the loss derived from delinquent loans. The lower the ratio, the better the bank is performing. The study measures asset quality as the ratio of provision for loan loss to total loan (Ehrhardt & Brigham, 2009). The ratio is measured using the following formula: 

In the context of asset quality, a composite rating of 1 indicates a strong asset quality and minimal portfolio risks. On the other hand, a rating of 5 reflects a critically deficient asset quality that presents an imminent threat to the institution’s viability.
2.1.5.3. Management Efficiency
It refers to the quality of the bank’s management in deploying its resources efficiently, income maximization, and reducing operating costs. Among others, it can be captured by different financial ratios like total asset growth, loan growth rate, and earnings growth rate. Management efficiency is another indispensable constituent of the CAMEL model that guarantees the growth and endurance of a bank. Management efficiency signifies adherence with prescribed norms, capability to counter to changing environment, leadership and administrative capability of the bank.
The management efficiency is measured as the ratio of non-interest expense to net interest income plus non-interest income (Ehrhardt & Brigham, 2009). The ratio is measured using the following formula: 

In the context of management quality, a composite rating of 1 is assigned to note the management and board of directors are fully effective. On the other hand, the rating of 5 is applicable to critically deficient management. Replacing or strengthening may be needed to achieve sound and safe operations.
2.1.5.4. Earnings Ability
It refers to how losses are absorbed and capital is augmented. Strong earnings profile of banks reflects the ability to support present and future operations. High earnings quality should reflect the firm’s current operating performance and a good indicator of future operating performance. The quality of earnings is an extremely significant parameter which expresses the quality of profitability and capability of a bank to sustain quality and earning consistently. It primarily reflects the profitability of bank and enlightens consistency of future earnings (Muhabie, 2015).
This rating reflects not only the quantity and trend in earning, but also the factors that may affect the sustainability of earnings. Inadequate management may result in loan losses and in return require higher loan allowance or pose high level of market risks. The future performance in earning should be given equal or greater value than past and present performance (Dang, 2010).

In accordance with Dang (2011)’s opinion, a consistent profit not only builds the public confidence in the bank but absorbs loan losses and provides sufficient provisions. It is also necessary for a balanced financial structure and helps provide shareholder reward. Thus consistently healthy earnings are essential to the sustainability of banking institutions. 
The study measures earnings ratio as the ratio of net-interest income to total interest income (Ehrhardt & Brigham, 2009). The ratio is measured using the following formula: 

In the context of earning, a composite rating of 1 reflects strong earnings that are sufficient to maintain adequate capital and loan allowance, and support operations. On the other hand, a rating of 5 reflects consistent losses and represents a distinct threat to the institution’s solvency through the erosion of capital.
2.1.5.5. Liquidity Management
It refers to the ability of the bank to fulfill its obligations, mainly of depositors. It can be measured by different ratios such as, ceteris paribus, customer deposit to total assets, total loan to customer deposit, and cash to deposit.
The liquidity ratio expresses the degree to which a bank is capable of fulfilling its respective obligations. Banks makes money by mobilizing short-term deposits at lower interest rate, and lending or investing these funds in long-term at higher rates, so it is hazardous for banks mismatching their lending interest rate.
There should be adequacy of liquidity sources compared to present and future needs, and availability of assets readily convertible to cash without undue loss. The fund management practices should ensure an institution is able to maintain a level of liquidity sufficient to meet its financial obligations in a timely manner; and capable of quickly liquidating assets with minimal loss.
The study measures liquidity ratio as the ratio of total loans to deposits (Ehrhardt & Brigham, 2009). The ratio is measured using the following formula: 

In the context of liquidity, a rating of 1 represents strong liquidity levels and well-developed funds as the institution has access to sufficient sources of funds to meet present and anticipated liquidity needs. On the other hand, the rating of 5 signifies critical liquidity-deficiency, and the institution demands immediate external assistance to meet liquidity needs (Dang, 2011).
2.1.5.6. Sensitivity to Market Risk
A sixths component relating to sensitivity to market risk has been added to the CAMEL rating to make the rating system more risk-focused, each of the component factors is rated on a scale of 1 (best) to 5 (worst). 
It reflects the degree to which changes in interest rates, foreign exchange rates, commodity prices, or equity prices can adversely affect a financial institution’s earnings or economic capital. 
The American International Assurance (AIA) described the composite CAMEL rating as a tool to select the best banks among potential banks by evaluating the level of their financial performance (Sarwar and Asif, 2011). 
It also helps to propose bank’s exposure to operational, financial and market risks based on the composite rating of an individual bank. The AIA’s CAMEL ratios, formula and criteria are presented in Table 1 below.

















Table 1:  AIA’s CAMEL Approach for Bank Analysis
	CAMEL
	Ratios
	Formula
	Criteria
	

	
	Capital Adequacy
	(Tier 1 Capital – Goodwill) + Tier 2 Capital
	>8%
	

	Capital
	Ratio
	Risk-Weighted Assets
	
	

	
	
	
	
	

	Adequacy
	Equity Capital to Total
	Total Capital/Total Assets
	>4-6%
	

	
	Assets
	
	
	

	
	
	
	
	

	
	NPLs to Total Loans
	NPLs/Total Loans
	<1%
	

	
	NPLs to Total Equity
	NPLs/Total Equity
	<1%
	

	Asset
	Allowance for Loan Loss
	Allowance for Loan Loss/Total Loans
	>1.5%
	

	Quality
	Ratio
	
	
	

	
	
	
	
	

	
	Provision for Loan Loss
	Provision for Loan Loss/Total Loans
	>100%
	

	
	Ratio
	
	
	

	
	
	
	
	

	
	Total Asset Growth Rate
	Average of Historical Asset Growth Rate
	Nominal
	

	
	
	
	GNP Growth
	

	
	
	
	
	

	Management
	Loan Growth Rate
	Average of Historical Loan Growth Rate
	Nominal
	

	Quality
	
	
	GNP Growth
	

	
	
	
	
	

	
	Earnings Growth Rate
	Average of Historical Earning Growth Rate
	>10-15%
	

	
	
	
	
	

	
	Net Interest Income
	Net Interest Income/Average Earning Assets
	>4.5%
	

	
	Margin (NIM)
	
	
	

	
	
	
	
	

	Earnings
	Cost to Income Ratio
	Operating Expenses (Excludes Provision Loss)
	<70%
	

	
	
	Net Interest Income + Non-Interest Income
	
	

	Ability
	
	
	
	

	
	Return on Assets (ROA)
	Net Interest Income/Asset Growth Rate
	>1%
	

	
	
	
	
	

	
	Return on Equity (ROE)
	Net Interest Income
	>15%
	

	
	
	Shareholder’s Equity Growth Rate
	
	

	
	
	
	
	

	
	Customer Deposits to
	Total Customer Deposits/Total Assets
	>=75%
	

	
	Total Assets
	
	
	

	Liquidity
	
	
	
	

	
	Total Loan to Customer
	Total Loans/Total Customer Deposits
	<80%
	

	
	
	
	
	

	
	Deposits (LTD)
	
	
	

	
	
	
	
	


                                    Source: Sarwar and Asif (2011)
The ability of management to respond to changing circumstances and to address the risks that may arise from changing business conditions, or the initiation of new activities or products, is an important factor in evaluating an institution’s overall risk profile and the level of supervisory attention warranted. For this reason, the management component is given special consideration when assigning a composite rating.
The ability of management to identify, measure, monitor, and control the risks of its operations is also taken into account when assigning each composite rating, It is recognized, however, that appropriate management practices vary considerably among financial institutions, depending on their size, complexity, and risk profile. For less complex institutions engaged solely in traditional banking activities and whose directors and senior managers, in their respective roles, are actively involved in the oversight and management of day-to-day operations, relatively basic management systems and controls may be adequate. 
At more complex institutions, on the other hand, detailed and formal management systems and controls are needed to address their broader range of financial activities and to provide senior managers and directors, in their respective roles, with the information they need to monitor and direct day-to-day activities. All institutions are expected to properly manage their risks. For less complex institutions engaging in less sophisticated risk taking activities, detailed or highly formalized management systems and controls are not required to receive strong or satisfactory component or composite ratings. Table 2 below presents the rating, rating range, rating analysis and interpretation of the CAMEL component and composite rating.











Table 2: CAMEL’s Composite Rating
	Rating
	Rating
	Rating Analysis
	Interpretation
	

	
	Range
	
	
	

	
	
	
	
	

	1
	1.0 - 1.4
	Strong (or outstanding)
	The bank is basically good in every aspect.
	

	2
	1.6 - 2.4
	Satisfactory (or superior)
	The bank is primarily good, but has several
	

	
	
	
	Identified weaknesses.
	

	3
	2.6 - 3.4
	Fair (or average), with some
	The bank have financial, operational, or
	

	
	
	categories to be watched
	compliance weaknesses that would give
	

	
	
	
	Reasons for supervisory concern.
	

	4
	3.6 - 4.4
	Marginal (or underperform),
	The bank has serious financial weaknesses
	

	
	
	with some risk of failure
	that could damage future capability to ensure
	

	
	
	
	Normal growth and development.
	

	5
	4.6 - 5.0
	Unsatisfactory (or doubtful),
	The bank has critical financial weaknesses
	

	
	
	with a high degree of failure
	that give a probability of failure to be
	

	
	
	
	Extremely high in the near future.
	



Source: Sarker (2006)

2.1.6. [bookmark: _Toc515973737][bookmark: _Toc73104280]Importance of CAMEL Rating Framework to the Banking Supervision
[bookmark: _Toc511725921]Evaluation of the overall performance of banks and provision of a general framework is of great importance due to the increasing integration of global financial markets. CAMEL model reflects excellently the conditions and performances of banks over years as well as enriches the on-site and off-site examination to bring better assessments towards banks’ conditions. 
The purpose CAMEL model is to provide an accurate and consistent evaluation of a bank’s financial condition and operations in the areas such as capital, asset quality, management, earning ability and liquidity. Muhammad (2009) claims that the strength of these factors would determine the overall strength of the bank. The quality of each component further underlines the inner strength and how far it can take care of itself against the market risks.
CAMEL rating serves the purpose of summarizing the significant compliance information needed for the regulators. It also assists them to ensure the degree of supervisory concern and type of supervisory response to generate timely warnings to minimize the adverse effects on banks. For instance, in the financial crisis of 2008, this rating was being used by American government to respond to the crisis to help decide which banks needed the special help and which not as part of its capitalization program authorized by the Emergency Economic Stabilization Act of 2008.
Barker & Holdsworth (1993 cited in Dang, 2011) fond that the CAMEL system is useful, even after controlling for a wide range of publicly available information about the condition and performance of banks. This composite index further acts as a bank’s failure predicting model. The rating is assigned based on both quantitative and qualitative information of the bank. 
If a bank’s index is less than two, it is regarded as a high-quality bank, whereas institutions with grade four or five are rated to be insolvent (FDIC, 2015). The up-to-date examination ratings help identify if the banks require increased supervisory attention well before they actually fail. CAMEL model is still very much popular among regulators due to its effectiveness.
2.1.7. [bookmark: _Toc73104281]CAMEL Rating in Ethiopia
As a regulatory body, NBE is responsible for the establishment of CAMEL framework in Ethiopia banking industry and to regulate banks. Accordingly, the NBE required all banks in Ethiopia to maintain the minimum standard requirements of their performance in the CAMEL framework.
The NBE requires all banks in Ethiopia to measure their performance according to the requirement of CAMEL rating and send their reports on a quarterly basis. Though there was no any officially published evidence showing applicability of the CAMEL framework in the Ethiopian Banking industry, the minimum standard specified by the NBE to be applicable in Ethiopia is similar to the international standard except some modifications whenever demands. Therefore, we can assume that the international standard applicable to measure the performance of the Ethiopian banks.
CAMEL model is the most important ingredient that ensures the sound functioning of banks. With increased competition in the Ethiopian Banking sector, efficiency and effectiveness have become the rule as banks constantly strive to improve the productivity of their employees. Presently it is common to see branches of banks both public and private maintaining extended working hours, flexible time schedules, outsourcing marketing etc. to attract customers. 

Another development over the year has been the deployment of technology. Almost all banks have upgraded to computerized system. Internet banking, telephone banking have become widespread and most banks offering these services quite comfortably. The CAMEL model involved analysis to measure the efficiency and effectiveness of performance.

2.2. [bookmark: _Toc511725925][bookmark: _Toc73104282]Empirical Literature
[bookmark: _Toc511725926]This section presents the empirical evidences that are related and relevant to the measurement of a bank’s financial performance through CAMEL rating.
Rozzani & Rahman (2013) found that management quality had achieved an overall best rating, which is inconsistent with the findings of Babar and Zeb (2011) and Sarwar and Asif (2011), where the component of capital adequacy achieved the best rating in Pakistan. Besides, Christopoulos et al. (2011) show a continuous decreasing trend in the capital ratio over the years. This means that the financial situation was not good and continued to get worse each year. The bad and doubtful claims were very high while its access to capital markets was difficult for the Lehman Brothers.
According to Christopoulos et al. (2011), the result of the asset quality ratio tended to increase over the years. It implies a low ability to detect measure, monitor and regulate credit risks, while at the same time considering its bad and doubtful claims for the Lehman Brothers. The policy adopted in issuing loans was proven to be the worst. By granting loans to insolvent, high-risk borrowers, it led to an increase of its non-performing loans each year, namely its bad and doubtful loans.
Highest rating in the management quality displays a strong growth of these banks as well as high competency of its employees, which would help the bank grow in the future (Majithiya & Pattani, 2010). On the contrary, Christopoulos et al. (2011) show a continuous decreasing trend in the management ratio over the years. It infers that many of the loans were bad, approved as a result of the poor borrower assessment, a task that falls within the responsibilities of the management of the Lehman Brothers.
Earning quality is rated weak, which could be caused by the banks’ rigid lending policies and strict lending criteria (Rozzani & Rahman, 2013; Sarwar & Asif, 2011). Besides, an assessment of the Lehman Brothers’ earnings ratio reveals that its profits are low and insufficient. This rings a bell that the bank would face survival issues in periods of potential instability or unexpected risks should it not improve its profits and quality of profits (Christopoulos et al., 2011).
Moreover, Christopoulos et al. (2011) report that the Lehman Brothers’ liquidity ratio computed by total loans to total deposits is satisfactory. This means that its loans were less than its deposits. This could indicate that the bank issued part of its loans using the funds available from its deposits and was in a position to withhold part of these funds as a reserve. 
To the contrary, the liquidity ratio computed by circulating assets to total assets is low. Therefore, in the event of an emergency, the bank would not be able to directly liquidate 60% of its total cash reserves, claims against other banking institutions and transaction portfolios, as well as, its investments in derivatives. In total, it is apparent that the bank’s liquidity status, as compared with its liabilities was poor while its management had no contingency plan that could produce the required flexibility when needed.
Hasbi & Haruman (2011) find that an increase in capital adequacy ratio (CAR), nonperforming financing (NPF), level of efficiency (OEOI) and financing to deposit ratio (FDR) have increased, but return on asset (ROA) experience slow-down. The Islamic bank focuses excessively on higher profit sharing for attracting customers switching from the conventional banks through larger financing, such as lending to big companies. Besides, it uses all deposited funds added using internal equity to take profit-sharing or wide spread margin instead of careful and prudent credit management and risk management.
Ongore & Kusa (2013), in their study on commercial banks in Kenya, report that the capital adequacy (measured by total capital to total asset) and management efficiency (measured by total operating revenue to total profit) have a statistically significant positive effect on the ROA and NIM.
In addition, capital adequacy has a significant negative effect on ROE and asset quality (measured by non-performing loans to total loans) has a significant negative effect on the ROA, ROE, and Net Interest Margin (NIM). But, the effect of liquidity (measured by total loans to total customer deposit) is not significant. The result on capital adequacy indicates an inconsistent effect on banks’ financial performance, that is, it has a positive impact on the ROA and NIM, but it has a negative impact on the ROE.

In a study on commercial banks in Uganda, Frederick (2014) finds that management efficiency (measured by operating costs to total income) and asset quality (measured by loan loss provision to total loan) have a statistically significant negative effect and earnings ability (measured by net interest margin to total assets) has a statistically significant positive effect on the performance of domestic commercial banks as measured by the ROA. However, capital adequacy (measured by equity capital to total assets) has no statistically significant effect on the ROA. 
On the other hand, capital adequacy, asset quality and management efficiency have a statistically significant negative effect and earnings ability has a statistically significant positive effect on the performance of domestic commercial banks as measured by ROE. This study demonstrates an inconsistent result of the explanatory variables when applied to the ROA and ROE; for instance, capital adequacy has a significant negative effect on ROE, but not on the ROA.
Cekrezi (2015) reveals that capital adequacy (measured by total equity to total assets) and liquidity (measured by total loans to total assets) have a statistically significant negative effect on the performance of commercial banks in Albania as measured by ROA.
Jha & Hui (2012), in their study on Nepal’s commercial banks, explained that (1) capital adequacy (measured by Tier 1 capital + Tier 2 capital/risk weighted assets) and management efficiency (measured by interest expense/ total loans) have a statistically significant negative impact, earnings ability (measured by net interest income/total earning assets) has a significant positive effect, and asset quality (measured by non-performing loans/total loans) and liquidity (credit/deposit) have no significant impact on ROA.
The study result also indicated that capital adequacy has a statistically significant positive impact, but asset quality, management efficiency, earnings ability, and liquidity have no significant impact on ROE. This finding shows that CAMEL has different results when applied to ROA and ROE. For example, the management efficiency and earnings ability have a significant effect on ROA, but not on ROE.
In an analysis on financial performance of Ethiopian commercial banks, Getahun (2015) reports that (1) asset quality (measured by provision for loan/total loan) and management efficiency (measured by non-interest expense/net interest income + non-interest income loan) have a statistically significant negative effect, earnings ability (measured by net interest income/total interest income) and liquidity (measured by total loan/total deposit) have a significant positive effect and capital adequacy (measured by gross capital/total assets) has no significant effect on commercial banks’ ROA; and (2) capital adequacy and management efficiency have a significant negative effect, earnings ability and liquidity have a significant positive effect, and asset quality has no significant effect on commercial banks’ ROE. This study demonstrates that the CAMEL model helps to rate banks’ financial performance; however, it demonstrates a different result as applied to ROA and ROE. For example, asset quality has a significant effect on ROA, but not on ROE and capital adequacy has a significant effect on ROE, but not on ROA.
From the recent study Aspal & Dhawan (2016) used CAMELS rating models (Capital Adequacy, Assets Quality, Management, Earning, Liquidity, Systems and Controls) for rating of Indian commercial, private and foreign banks operating in India. The study described the various financial ratios used in the above mentioned models to measure the financial performance of banking sector. The study examined each parameter of CAMELS system by review of literature and empirical studies.
2.3. [bookmark: _Toc73104283]Research Gap
[bookmark: _Toc511725927]The review of literature depicts that the CAMEL model can be applied to measure and evaluate the financial performance of commercial banks. However, the results were not consistent when the CAMEL components are applied to ROA, ROE and NIM. The literature also shows that the ratios that were used to compute the CAMEL components are not consistent, that is, different researchers employed different ratios. 
For instance, the researchers applied the total loans to total customer deposit, total loan/total deposit or total loans to total assets for computing the liquidity position of the commercial banks. Therefore, it can be concluded that commercial banks are rated differently when the CAMEL components are applied to ROA, ROE and NIM.
On the other hand, empirical such as Ginevicius & Podviezko (2011) and Rozzani & Rahman (2013) have employed the composite CAMEL ratings for comparative analysis of the financial performance of commercial banks in Morocco, Lithuania, Bangladesh, Malaysia and India.
Although the CAMELS composite rating has been used for internal control and for supervisory as well as regulatory purpose, the aforementioned empirical evidences confirmed that researchers have been employing the composite rating for identifying strong as well as the weak financial performance of commercial banks.
2.4. [bookmark: _Toc73104284]Conceptual Framework 
The following conceptual framework is created to evaluate the financial performance of a bank using CAMEL rating approach.
Figure 1: conceptual frame work CAMEL Model
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[bookmark: _Toc511725928]

[bookmark: _Toc73104285]CHAPTER THREE: RESEARCH METHODS
3.1. [bookmark: _Toc73104286]Research Approach
This section describes how the research work was designed and the methods that the study employed in carry out the research undertaking. The main objective of this study was to analysis. The financial performance of CBE for the period covering from 2011 to year 2020.the research was Explanatory research that adapts a quantitative research design by using a secondary data.
3.2. [bookmark: _Toc73104287]Research Design 
As the overall aim of the study was to analyze and critically evaluate the already available financial data of CBE, the study employed an analytical research. In addition, a longitudinal methodological approach was used as time series financial data was gathered to measure the financial performance of CBE over a period of time.
3.3. [bookmark: _Toc73104288]Data Type and Source
Based on the objectives of the study, the study was entirely depends on secondary type of time series data. Audited financial statements of CBE available on the bank’s website for a period of 10 years used as a source for secondary data. The justification for time frame of 10 years (from 2011-2020) was based on the objective of evaluating the financial performance of CBE during its first and second strategic plan period (from 2011-2020); including 2010 as a base year; and year 2016 and 2020 from the recent performance period
3.4. [bookmark: _Toc73104289]Data Collection Methods and Procedures
To achieve the study purpose, structured review of the Audited financial statements was used to collect the required secondary data. In addition, to obtain the required secondary data, the researcher computed the required financial ratios to fit for further analysis. 
3.5. [bookmark: _Toc73104290]Data Processing and Analysis
To comply with its objective, the study was bases on time series data, which are collected through structured review of audited financial statements. Thus, the collected time series data are analyzed using descriptive analysis methods. 
As part of descriptive analysis, mean, minimum and maximum values are used to summarize and give a condensed picture of the quantitative data. The aforementioned methodology was find the fact that considering the study conducted by Muhabie (2015); and Ermias (2017) in available literature. The results presented using tables and figures. Using Microsoft Excel 2007.
3.6. Ethical Consideration
The research give due consideration to collect secondary data and present the result of the research without any deviation from the findings.
Finally, the researcher gives full acknowledgment to all reference materials used for the study.
















[bookmark: _Toc511725945][bookmark: _Toc519167261][bookmark: _Toc73104291]CHAPTER FOUR: DATA ANALAYSIS AND INTERPRETATION
4.1. [bookmark: _Toc511725946][bookmark: _Toc519167262][bookmark: _Toc73104292]Introduction 
This section analyzes the financial performance of CBE by classifying in to five sections, the first section analyze the capital adequacy of the bank, the second section analyze the asset quality of the bank, the third section analyze the management efficiency of the bank, the fourth section analyze the earning ability of the bank and the final part analyze liquidity performance of the bank. 
4.2. [bookmark: _Toc519167263][bookmark: _Toc73104293]Capital Adequacy Performance Analysis
Capital adequacy is a reflection of the inner strength of banks, which would stand it in good stead during the times of crisis. Capital adequacy is the capital to maintain the balance with the risk exposure of the financial institution in order to absorb the potential loss; protect the financial institution’s debt holder and meeting a minimum level of regulatory requirement. The study measured capital adequacy performance of CBE as the ratio of total capital to total asset. Figure 2 below shows the capital adequacy performance of CBE commencing from 2011 to 2020. 

Figure 2:  Capital Adequacy Performance of CBE from 2011 to 2020
                      Source: CBE’s Annual Reports (2011-2020)
When it measured the capital adequacy performance of CBE, the analysis result in the above figure 2 indicate that, the bank maintained increase the performance during the study period commencing from 2011-2020. The table below shows the overall capital adequacy performance of CBE throughout the study period.
Table 4.1:  The Overall Capital Adequacy Performance of CBE from 2011 to 2020
	Ratio
	Mean
	Minimum
	Maximum
	The AIA’s Standard

	CAR
	18.25%
	9.2%
	30%
	> 8%


Source: CBE’s Annual Reports (2011-2020) and Own Computation 
The analysis result indicated in Table 4.1 above show that, the bank maintained the highest capital adequacy ratio of 30 percent in the year 2018 and the lowest capital adequacy ratio of 9.2 percent in 2012. On average the bank has performed 18.25 percent in capital adequacy ratio during the study period.
The result indicates that the bank’s capital adequacy performance during the study period represents a source that can be used to finance investments and operations; and more importantly the bank was in a better position to absorb any shocks in adverse situation. The result further shows the internal strength of the bank to withstand losses during the crisis.
When it analyzed the capital adequacy performance of CBE compared to the international minimum requirement, the bank fulfilled beyond the AIA’s minimum total capital adequacy ratio (CAR) of 8% (see Table 2.1) during the study period. This indicates the bank holds more capital against its assets during the study period.
4.3. [bookmark: _Toc519167264][bookmark: _Toc73104294]Asset Quality Performance Analysis
Asset quality determines the healthiness of financial institutions against loss of value in asset as asset impairment risks the solvency of financial institutions.
The Asset quality indicators highlight the use of Non-Performing Loans ratios (NPLs) which are the proxy of asset quality and the allowance or provision to loan loss reserve. The bank is regulated to back up the bad debts by providing adequate provisions for loan loss. 
The ratio of provision for loan loss to total loans is taken in to account to measure the quality of loan portfolio. With this framework, the asset quality is assessed by taking the ratio of loan loss provision to total loan. The lower the loan loss provision to total loan ratio indicate the quality of the asset of the bank. Figure 3 below shows the overall asset quality performance of CBE commencing from 2011 to 2020. 


Figure 3:  Asset Quality Performance of CBE from 2011 to 2020
                          Source: CBE’s Annual Reports (2011-2020)

As explicitly shown in figure 3 above, the Bank’s NPL to Total Loans ratio has a decreasing trend showing 0.86 % in 2011 and was only 0.61 % in 2012. However, the ratio increased and has a ratio of 2.5% in year 2016. Then, the ratio has a continuous increased rate. 
When NPL to Equity ratio is concerned, figure 3 above show that relatively CBE maintained a stable performance during the study period. When the allowance for loan loss provision to total loan ratio is measured, it shows an increasing trend over the study period commencing from 2011-2020. Table 4.2 shows the overall performance of each asset quality measurement indicators in CBE during the study period commencing from 2011 to 2020.
Table 4.2:  The Overall Asset Quality Performance of CBE from 2011 to 2020.
	Ratios
	Mean
	Minimum
	Maximum
	The AIA’s Standard

	NPL to Total Loans
	2.15%
	0.61%
	4.1%
	<1%

	NPL to Equity 
	0.19%
	0.07%
	0.36%
	<1%

	Loan Loss Provision to Total Loans
	294%
	238%
	450%
	>100%


Source: CBE’s Annual Reports (2011-2020) and Own Computation 
4.3.1. [bookmark: _Toc519167265][bookmark: _Toc73104295]Non Performing Loans to Total Loans Ratio
The NPL ratio is indicator of asset quality of Bank’s performance. As a measure of asset quality, NPL measures the ratio of band loans to total loans. Bad loans are loans extended to the economic sector outstanding whose due date over passed, usually over 30 days past due.
This ratio is used to measure the percentage of gross loans which are doubtful in banks’ portfolio. The lower the ratio indicates the better is the asset/credit performance of a bank. The analysis result indicated in Table 4.2 above show that, the bank maintained the minimum NPL to total loans ratio of 0.61 percent in the year 2012 and the highest NPL to total loans ratio of 4.1 percent in 2020. On average the bank has NPL to total loans ratio of 2.15 percent during the study period commencing from 2011-2020.The result indicates that the bank’s NPL performance during the study period represents lower bad debts; and the bank was in a better position to make loan collection. The result further shows the Bank was managed its credit risk in a better way.
When it analyzed the NPL to total loans performance of CBE during the study period commencing from 2011-2020 compared to the international standard requirement, the bank not fulfilled the AIA’s standard of <1% NPL to total loan.  This indicates that, CBE performed that well below the international standard requirement, of <1% NPL to total loan ratio during the study period commencing from 2011 to 2020. In order to be competitive Bank, CBE needs to improve its NPL to total loan ratio as per the international requirement.
The analysis result indicated in Table 4.2 above show that, , the bank maintained the minimum NPL to equity ratio of 0.07 percent in the year 2019 and the highest NPL to equity ratio of 0.36 percent in 2020. On average the bank has NPL to equity ratio of 0.19 percent during the study period commencing from 2011 to 2020.
This indicates that, CBE performed that well below the international standard requirement, of <1% NPL to total equity during the study period commencing from 2011 to 2020.
4.3.2. [bookmark: _Toc519167267][bookmark: _Toc73104296]Loan Loss Provision to Total Loan Ratio
The analysis result indicated in Table 4.2 above show that, , the bank maintained the minimum allowance for loan loss provision of 238 percent in the year 2017 and the highest allowance for loan loss provision of 450 percent in 2020 . On average the bank has allowance for loan loss provision of 294 percent during the study period commencing from 2011-2020.
This indicates that, CBE maintained well above the international standard requirement, of >100% allowance for loan loss provision during the study period commencing from 2011 to 2020.
4.4. [bookmark: _Toc519167268][bookmark: _Toc73104297]Management Quality Performance Analysis
Management quality is the capability of the management, to identify, measure, and control the risks of an institution‘s activities and to ensure the safe, sound, and efficient operation in compliance with applicable laws and standards.
Management quality is considered to be the most important element in the CAMEL rating system because it plays a substantial role in a bank’s success; however, it is subject to measure as the asset quality examination.
The management need to have clear strategies and goals in directing the bank’s domestic and international business, and monitors the collection of financial ratios consistent with management strategies and regulatory requirements. The top management with good quality and experience has preferably excellent reputation in the local communication.
Management relates to the competency of the bank’s managers, using their expertise’s to make subjective judgments, create a strategic vision, and other relevant qualities. Management is the key variable which determines a banks’ success. The evaluation of the management is the hardest one to be measured and it is the most unpredictable. 
The study measured management quality performance of CBE using asset growth rate, loan growth rate and earnings growth rate. Figure 4 below shows the overall management quality performance of CBE commencing from 2011 to 2020.


Figure 4:  Management Quality Performance of CBE from 2011to 2020
                      Source: CBE’s Annual Reports (2011-2020)
Management is the most important ingredient that ensures the sound functioning of banks. When it analyzed the asset growth rate of CBE during the study period the result in figure 4 shows the asset growth rate increased in the following one year of operation. Again from the year 2011 onwards the asset growth rate drastically decreases despite the fact that the total asset of the bank increased in amount.
When it analyzed the loan growth rate of CBE during the study period the result in figure 4 shows the loan growth rate continuously increased in the following two years. Again the loan growth rate drastically decreased in the year 2013 and loan growth rate increased then after as shown in figure 4
When it analyzed the earnings growth rate of CBE during the study period the result in figure 4 shows a continuous increase at increasing rate in the following two years. Again earnings growth rate slightly decreased in the year 2013 and showing a drastically decreased in earnings growth rate in the following one years of operation and a continuous increase in the following two years. Table 4.3 shows the overall performance of each management quality measurement indicators in CBE during the study period commencing from 2011 to 2020.
Table 4.3:  The Overall Management Quality Performance of CBE from 2011 to 2020
	Ratios
	Mean
	Minimum
	Maximum
	The AIA’s Standard

	Total Asset Growth Rate
	27.4%
	14.2%
	54%
	Nominal GNP Growth Rate

	Loan Growth Rate
	30.9%
	14%
	62.9%
	Nominal GNP Growth Rate

	Earnings Growth Rate
	21%
	-20%
	87%
	>10-15%


Source: CBE’s Annual Reports (2011-2020) and Own Computation 
4.4.1. [bookmark: _Toc519167269][bookmark: _Toc73104298]Total Asset Growth Rate

The analysis result indicated in Table 4.3 above show that, the bank maintained the highest asset growth rate of 54 percent in the year 2011 and the lowest asset growth rate of 14 percent in 2020. On average the bank has performed 27.4 percent in asset growth rate throughout the study period commencing from 2011 to 2020. This indicates that the bank accumulated relatively a better asset growth during the study period.
4.4.2. [bookmark: _Toc519167270][bookmark: _Toc73104299]Loan Growth Rate

The analysis result indicated in Table 4.3 above show that, the bank maintained the highest loan growth rate of 62.9 percent in the year 2012 and the lowest loan growth rate of 14 percent in 2020. On average the bank has performed 30.9 percent in earnings growth rate throughout the study period commencing from 2011 to 2020. This indicates that the bank relatively controlled loan growth throughout the study period.
4.4.3. [bookmark: _Toc519167271][bookmark: _Toc73104300]Earnings Growth Rate

The analysis result indicated in Table 4.3 above show that, the bank maintained the highest earnings growth rate of 87 percent in the year 2012 and the lowest earnings growth rate of -20 percent in 2018. On average the bank has performed 21 percent in loan growth rate throughout the study period commencing from 2011 to 2020 .however earnings growth rate drastically decreased below zero in the year 2018 and 2020.this indicates that overall, the bank has maintained  unfavorably earnings growth throughout the study period.
When it compared to the international standard requirement, the bank fulfilled the AIA’s standard of >10-15% earnings growth rate during the study period commencing from 2011 to 2020. This also indicates that, the bank has a competitive performance throughout the study period.
4.5. [bookmark: _Toc519167272][bookmark: _Toc73104301]Earnings Ability Analysis
To measure the earnings ability of the bank, ratios such as ROA and ROE have been utilized. Accordingly, the study results CBE throughout the study period commencing from 2011 to 2020 are presented in Figure 5 as follows. 

Figure 5:  Earnings Ability of CBE from 2011 to 2020
Source: CBE’s Annual Reports (2011-2020

When it analyzed ROA of CBE during the study period the result in figure 5 above shows a notable increase from 2012 to 2015 years of operation. But after sometime, particularly in 2018 to 2020 its performance on ROA fluctuates.
When it analyzed ROE throughout the study period the result in figure 5 shows a continuous increase at increasing rate in the following two years of operations. Again earnings ROE slightly increase in the year 2015 and showing a continuous drastically decreased in ROE in the following five years of operation. Table 4.4 shows the overall performance of each earnings ability measurement indicators in CBE throughout the study period commencing from 2011 to 2020.


Table 4.4:  The Overall Earnings Ability of CBE from 2011 to 2020
	Ratios
	Mean
	Minimum
	Maximum
	The AIA’s Standard

	Return on Asset
	3.6
	1
	5.8
	>1%

	Return on Equity
	71.5
	12
	132.6
	>15%


Source: CBE’s Annual Reports (2011-2020) and Own Computation 
4.5.1. [bookmark: _Toc519167273][bookmark: _Toc73104302]Return on Asset
This ratio helps us to evaluate how well the bank uses its assets in its operations. The lower the ROA means the less profitable is the bank and vice versa. Based on this line of reference, the ROA of CBE looks like as follows.
As it can be seen in Table 4.4 above, the bank has the highest ROA of 5.8 in the year 2012 and the lowest earnings growth rate of 1.03 in 2018. On average, the bank had shown a 3.6 in ROA during the study period commencing from 2011 to 2020. 
This implies that the bank has shown a better level of efficiency in utilization of assets to generate profit in the study period of operations. Thus, from the computation made above one can deduce that for every Birr invested in assets, on average CBE had earned about 3.6 from each and every asset invested during the study period.
When it compared to the international standard requirement, the bank fulfilled beyond the AIA’s standard of >1% ROA throughout the study period commencing from 2011 to 2020. This also indicates that, the bank has a competitive performance in ROA throughout the study period.
4.5.2. [bookmark: _Toc519167274][bookmark: _Toc73104303]Return on Equity
The ROE is the ratio of the net income that shareholders receive to their equity in the stock. The lower value of this ratio shows the lower is the financial performance and vice versa.
In view of that, Table 4.4 above shows that the bank has performed the highest ROE of 132.6 in the year 2015 and the lowest ROE of 12 in 2010. On average, the bank had shown a 71.5 in ROE throughout the study period commencing from 2011 to 2020. This indicates that on average, the Bank had earned 71.5 % of its investment throughout the study period.
When it compared to the international standard requirement, the bank has fulfilled beyond the AIA’s standard of >15% ROE throughout the study period commencing from 2011 to 2020. This also indicates that, the bank has a competitive performance in ROE throughout the study period.
4.6. [bookmark: _Toc519167275][bookmark: _Toc73104304]Liquidity Performance Analysis
Liquidity management is one of the most important functions of a bank. If funds tapped are not properly utilized, the institution will suffer loss. Idle cash balance in hand has no yield. On the other hand if the bank does not keep balanced liquid cash in hand, it cannot be able to pay the demand withdrawal of depositors, as well as, installment of creditors and ultimately payment for other contingent liabilities. 
The liquidity ratios are ratios which are used for measuring the ability of the bank to meet its financial obligations as they become due and are crucial to the sustained viability of the banking institutions. The overall liquidity position of the CBE throughout the study period commencing from 2011 to 2020 are presented in Figure 6 bellow.

Figure 6:  Liquidity Performance of CBE from 2011 to 2020
Source: CBE’s Annual Reports (2011-2020)

In this study, CBE had shown approximately a steady performance in loan to deposit ratio throughout the study period. Nonetheless, in 2012 of the study period, the bank had shown a steady increase in loan to deposit ratio.
When it analyzed deposit to asset ratio of CBE throughout the study period the result in figure 4 shows a growth rate in the two years of operations. Again the deposit to asset ratio shows a decline rate in the next four years of operation. However, the deposit to asset ratio of CBE increased in 2015. Table 4.5 shows the overall performance of each liquidity measurement indicators in CBE throughout the study period commencing from 2011 to 2020.
Table 4.5:  The Overall Liquidity Performance of CBE from 2011 to 2020
	Ratios
	Mean
	Minimum
	Maximum
	The AIA’s Standard

	Loan to Deposit Ratio
	43%
	36%
	51%
	< 80%

	Deposit to Asset Ratio
	77%
	73%
	80%
	>=75%


Source: CBE’s Annual Reports (2011-2020 and Own Computation 
4.6.1. [bookmark: _Toc519167276][bookmark: _Toc73104305]Loan to Deposit Ratio 
The loan to deposit ratio is a ratio that is used in determining the amount of loans that a bank has out versus the amount of current deposits on hand at the same time. The loan to deposit ratio also shows the bank’s ability to cover loans. If the ratio is too high, it means that banks might not have enough liquidity to cover any unforeseen fund requirement and vice versa. For that reason, a lower loan to deposit ratio has been always favorable than the higher loan to deposit ratio.
In this study, CBE had shown approximately a steady performance in loan to deposit ratio. It is cognizant that the minimum (36%) and the maximum (51%) loan to deposit ratio had been seen throughout the study period. 
On average, the loan to deposit ratio of CBE was 43% throughout the study period. This indicates since the bank’s loan to deposit ratio in all years of operation (2011 to 2018) was below 100%, one can conclude that the bank relied on its own deposits to make loans to its customers, without any outside borrowing.
When it compared to the international standard requirement, the bank has fulfilled beyond the AIA’s standard of <80 % loan to deposit ratio throughout the study period commencing from 2011 to 2020. This also indicates that, the bank has a competitive performance in loan to deposit ratio throughout the study period.
4.6.2. [bookmark: _Toc519167277][bookmark: _Toc73104306]Deposits to Total Assets Ratio
This ratio refers the ratio of total customer deposits to total assets of a bank. As this ratio increases, there was a remarkable customer deposit maintained in the bank and vice-versa.
In this study, CBE had shown approximately a steady performance in deposit to asset ratio. The lowest ratio (73%) was exhibited in the year 2020 and the highest (80%) deposit to asset ratio had been performed in 2015. On average, CBE has performed 77% on customer deposit to asset ratio throughout the study period. 
When it compared to the international standard requirement, the bank has fulfilled beyond the AIA’s standard of >=75% deposit to asset ratio throughout the study period commencing from 2011 to 2020. This indicates that, the bank has a competitive performance in deposit to asset ratio throughout the study period.





















[bookmark: _Toc511725962][bookmark: _Toc519167278][bookmark: _Toc73104307]CHAPTER FIVE: SUMMARY CONCLUSIONS AND RECOMMENDATIONS
5.1. [bookmark: _Toc511725963][bookmark: _Toc519167279][bookmark: _Toc73104308]Introduction 
On the basis of the findings of the results presented in the preceding chapter, this chapter constitutes summary, conclusions and recommendations of the study.
5.2. [bookmark: _Toc519167280][bookmark: _Toc73104309]Summary
The main objective of this study was to analyze the financial performance of Commercial Bank of Ethiopia based on CAMEL rating approach over the periods of 2011-2020 using secondary data collected from Audited financial statements of the Bank. The researcher used five types of financial performance measurement indicators such as capital adequacy, asset quality, management efficiency, earnings ability and liquidity to measure the financial performance of the Bank.
The most common measure of capital adequacy performance is the ratio of total capital to total asset. CAR of CBE was in a better position (beyond the minimum international standard of 8%) trough out the study period commencing from 2011-2020 (see Figure 2).
Asset quality determines the healthiness of financial institutions against loss of value in asset as asset impairment risks the solvency of financial institutions. The asset quality performance of the bank was measured using NPL to total loans, NPL to equity and loan loss provision to total loans ratios. 
The Bank NPL to total loans ratio declining and its progress improved from year to year throughout the study period and showing the minimum rate of 0.61% (see Figure 3). In addition, the NPL to Equity ratio shows relatively a stable performance throughout the study period (see Figure 3). Furthermore, allowance for loan loss provision to total loan ratio shows improved progress from year to year throughout the study period and showing the maximum of 450% (see Table 4.2).
Management  quality  is  basically  the  capability  of  the  board  of  directors  and management, to identify, measure, and control the risks of an institution‘s ac to ensure the safe, sound, and efficient operation in compliance with applicable laws and regulations. The researcher used total asset growth rate, loan growth rate and earnings growth rate to measure management quality of the Bank.
Relatively the bank accumulated a better asset growth during the study period the maximum of 54% (see Table 4.3) during the study period. In addition, the bank also effectively controlled its loan growth the maximum growth of 62.9% (see Table 4.3) during the study period. Furthermore, the bank has maintained high degree of failure negative earnings growth throughout the study period the minimum of   -20% (see Table 4.3).
To measure the earnings ability of CBE, the researcher used ROA and ROE. The bank has shown a better level of efficiency in utilization of assets to generate profit in the study period of operations the minimum of 5.8 (see Table 4.4) for every Birr invested in assets. The bank has also earned a substantial amount from its investment showing the maximum ROE of 132.6% (see Table 4.4) in the study period.
The researcher used loans to deposit ratio and deposit to asset ratio to measure liquidity management performance of CBE during the study period. The bank had a steady performance in loans to deposit ratio showing the maximum of 51% (see Table 4.5) in the study period. In addition, the bank had also shown a steady performance in deposit to asset ratio showing the maximum of 80% (see Table 4.5) in the study period.
5.3. [bookmark: _Toc519167281][bookmark: _Toc73104310]Conclusions
Based on the results of the study, the researcher draws the following conclusions: 
The overall result of the study shows that, the CAR performance of the bank had kept on improving over time. The case in point is the remarkable growth of the bank’s capital as a result of the injection of profit as a capital of the bank from year to year.
The result of the asset performance analysis revealed that the bank had an experience of an overall increasing pattern of performance during its functioning. However, it has consistently fluctuates in the some years of the study. Particularly, so far as NPL to loan and loan loss provision is concerned, the bank has shown a better level of efficiency in covering the potential loss as a result of doubtful loans outstanding in all years of operation.
To measure the profitability of the Bank, ratios such as ROA and ROE have been employed. The result of the ratios revealed that the bank had an experience of an increasing pattern although it has sometimes fluctuates in the few years of the study. 
So far as ROA is concerned, the bank has shown a better level of efficiency in the utilization of its assets to generate profit in all years of operation. Likewise, the ROE of the bank follows the same trend of ROA. Hence, this shows that the quality of the management decision making of the bank in generating profit in relation to the total assets and equity has improved over the study periods.
The study also reveals that the liquidity of the bank has been improved through time. It was evident that both loan to deposit ratio and deposit to assets ratio have shown advancement though sometimes they had fluctuates.
5.4. [bookmark: _Toc519167282][bookmark: _Toc73104311]Recommendations
Based on the study results, the researcher forwarded the following recommendations:
· It is recommended that the bank should continuously assess how well it performs in utilizing its assets in its operations.
· Management of the Bank is strongly advised to assess current financial performance of the bank, its strengths and weaknesses and take timely decision making accordingly.
· Now a day’s in addition to the usual ROA and ROE profitability measures seen from the perspective of economic value added. The CAMEL model has also the sixth dimension referred as sensitivity to the market. Therefore, the bank would make relevant contribution if it considers those developments into its performance analysis.
· The current study uses only some representative financial ratios from factors of the CAMEL model, the financial ratios included in the research may not be exhaustive and enough to evaluate the bank’s Capital adequacy, asset quality, management quality, earning ability and liquidity. Therefore the bank is recommended to consider additional performance measurement indicators.
· The bank is recommended to employ the composite CAMEL rating model on a periodic basis (at least once a year) in order to identify the components along with their associated specific ratios that need special attention. This will help bank managers for enduring financial and economic stresses and complying with laws and regulations. 
[bookmark: _Toc519167283][bookmark: _Toc73104312]Future Areas of Research 
[bookmark: _Toc511725965]The current study is fully employed the analysis of secondary data from 2011 to 2020. However, secondary data obtained from financial reports of bank or any source can have potential bias. Thus, future research is recommended to increase the time frame and to substantiate secondary data by experts’ judgment.
[bookmark: _Toc519167284]
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                             APPENDIX 3 RAW DATA
   
	Year
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020

	Capital Adequacy Ratio
	11.5
	9.2
	13.3
	12.90
	13.2
	12.9
	29.7
	30
	27.4
	22.4

	NPLs to Total Loans Ratio
	0.86
	0.61
	2.2
	1.4
	1.8
	2.5
	2.8
	3.4
	1.8
	4.1

	NPLs to Total Equity Ratio
	0.11
	0.13
	0.36
	0.26
	0.32
	0.18
	0.12
	0.13
	0.07
	0.19

	Loan Loss Provision to Total Loan Ratio
	2.6
	2.4
	2.7
	2.7
	2.6
	2.56
	2.38
	3.2
	3.8
	4.5

	Asset Growth Rate
	54
	38.4
	23
	24.9
	25
	26.1
	27.7
	17
	24
	14.2

	Loan Growth Rate
	46.7
	62.91
	21.15
	34.9
	32.4
	34.9
	17.7
	27
	17
	14

	Earnings Growth Rate
	51
	87
	8
	16
	16
	6
	3
	-20
	56
	-10

	Return on Asset
	4.4
	5.8
	4.8
	4.4
	5.1
	4
	2.2
	1.03
	2.8
	1.3

	Return on Equity
	71
	114
	101.2
	98
	132.6
	95.7
	32.2
	12
	20
	38.4

	Loan to Deposit Ratio
	.39
	.51
	.45
	.47
	.47
	.47
	.41
	.38
	.36
	.38

	Deposits to Total Assets Ratio
	.78
	.76
	.79
	.79
	.80
	.75
	.75
	.79
	.76
	.73


                                                                    
Source: Own Computation from CBE’s Annual Reports (2011-2015) available on official website: www.cbe.com.et and Bank’s Annual performance Reports (2016-2020) 
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ASSETS 2011 2012 2013 2014 2015 2016 2017 2,018              2,019              2,020             

Cash 15,882       14,645       17,494                 15,157                   20,188              23,375              

     53,584 

52,004            84,880            96,605           

treasury  bill -            -            111                      116                        -                   -                    

             -   

-                 395,195          445,164         

Government Securties 2,668         2,437         2,394                   1,636                     1,248                772                   

   260,790 

319,069         

Coupon Bond 10,798       13,152       14,232                 17,737                   24,592              30,203              

-              -                   

Corporate Bond 29,600       48,900       65,100                 92,400                   128,100            158,549            

             -   

-                

renaissance dam -            10             -                       -                         -                   -                    

             -   

-                

Placement With other Bank 14,379       9,661         18,005                 17,244                   3,648                8,656                

             -   

-                

loan to other financial institution 243           488           509                      388                        461                   376                   

          323 

307                 507                 577                

loan and advance to customers 33,093       56,465       67,856                 86,874                   108,020            134,617            

   149,927 

172,687          197,365          231,416         

other advance 1,763         3,987         1,310                   3,581                     5,009                8,279                

       5,183 

8,380              7,674              8,685             

other investment 231           236           40                        43                         

                   43 

52                     

          109 

136                 2,073              2,113             

non current asset -            -            -                       -                        

                    -   

-                    

       1,102 

1,102              1,007              1,030             

defered tax asset -            -            -                       -                        

                   10 

11                     

       1,517 

740                 2,601              3,569             

other asset 4,847         7,276         7,149                   7,095                    

              9,849 

13,977              

       6,111 

5,766              7,165              8,265             

property ,plant & equ 761           855           1,054                   1,671                    

              2,297 

5,637                

       9,501 

11,158            11,067            12,892           

advance payment for asset -            -            -                       -                        

                   26 

26                     

             -   

-                

intangible Asset -            -            88                        88                         

                   45 

53                     

            58 

40                   179                 218                

good will -            -            13                        13                         

                   17 

17                     

             -   

-                

right of use asset -            -            -                       -                        

                    -   

-                    

       1,863 

2,504              2,944              3,307             

leasehold land -            -            88                        87                         

                   85 

92                     

             -   

-                

114,265     158,112     195,443               244,128                            303,637  384,693                490,068  573,894          712,657          813,841         

LIABILITIES

Deposit due to other bank 660           3,559         451                      896                       

                 829 

715                   

       1,072 

1,177              532                 1,061             

customer deposit 88,131       116,032     153,987               193,156                

           240,722 

287,890            

   364,030 

450,681          540,963          592,638         

current tax liabilities 1,357         2,470         2,702                   3,054                    

              3,943 

4,358                

       4,157 

2,762              5,940              4,090             

finance lease obligation -            -            49                        41                         

                   39 

33                     

          295 

304                 294                 255                

dividend 2,109         4,065         4,364                   9,378                    

             15,938 

15,872              

       5,576 

5,343              8,683              7,455             

deferred tax liabilities -            -            19                        6                           

                     2 

3                       

             -   

-                

provision -            -            -                       -                        

                    -   

-                    

          461 

642                

employee benefit -            -            -                       -                        

                    -   

-                    

          909 

1,943              2,756              6,585             

other liabilities 15,746       24,369       24,671                 26,506                   29,308              59,718              

     69,015 

63,837            103,244          151,934         

TOTAL ASSET 108,004     150,494     186,244               233,036                            290,780  368,588                445,514  526,689          662,412          764,018         

NET ASSETS        6,261         7,617                    9,199                    11,092               12,856  16,105                    44,554            47,206            47,206            47,206 

CAPITAL AND RESERVES -            -            -                   -                    

             -   

479,483         

capital 4,000         4,000         8,082,416,551     8,082,416,551      

              8,082                  8,082       40,000            40,000 

40,000            40,000           

capital reserve -            -            -                   953                    114           135                 9,646              12,131           

legal reserve 2,231         3,586         966,772,855        2,688,425,162      

              4,829 

7,171                

       5,011 

6,807              -

statutory reserve -            -           

                    -   

-                    

             -   

666                 887                 241                

fair value reserve -            -           

                    -   

-                    

            51 

98                  

interest free banking reserve -            -            -                   0                       

              1 

1                     1                     2                    

retained earining  4               4               88,413,464          239,993,430          (67)                   (172)                   (344)          8                    

remesasurment benefit liability -            -            -                   -                     (285)          (216)              

other comprenhensive income -            -            -                   -                     -            -                 (289)               (2,549)           

forigin currency translation reserve 6,236         -            56,229,614          72,794,890            -                   71                     

              6 

(293)              

EQUITY ATTRIBUTION TO THE OWNER OF THE BANK 6,236         7,590         9,193,832,484     11,083,630,033     12,845              16,105               44,554       47,206            50,245            49,825           

non control interests 26             28             5,560,561            8,650,664              11                     -                     -            -                

TOTAL LIABILTY AND EQUITY 303,625     303,625     303,625               303,625                 303,625            384,693             490,068     573,894          573,894          573,894         

       6,261         7,617                    9,199                    11,092               12,856  16,105                    44,554            47,206            47,206            47,206 

CBE Comparative Balance sheet from 2011 to 2020


image5.emf
2011 2012 2013 2014 2015 2016 2017 2,018           2,019            2,020          

inerest income 4,081         6,703         9,539         11,996       16,769         21,444         25,977         37,328         45,675          16,123        

interest expense (1,117)       (1,676)       (2,380)       (3,437)        (4,884)          (6,422)          (9,206)          (14,750)        (20,057)         (7,140)         

Net interest income 2,964         5,027         7,159         8,559         11,885         15,022         16,771         22,578         25,618          8,983          

loan & advance (638)          (501)          (500)          (537)           (541)             (750)             (1,206)          (1,547)         

gain on foreign currency 990           1,451         1,006         1,156         1,961           1,360           827              (3,847)         

gain on equity investment (9)                 15               

non interest income 1,921         3,418         3,181         4,643         4,481           4,878           5,445           5,466           8,194            2,709          

NOn interest expense (1,000)       (1,464)       (2,285)       (3,872)        (5,083)          (6,796)          (9,324)          (12,659)        (18,170)         (13,425)       

PROFIT BEFORE TAX 4,237         7,931         8,561         9,949         12,703         13,714         12,504         10,006         15,642          (1,733)         

income tax expense (1,374)       (2,497)       (2,695)       (3,059)        (3,933)          (4,375)          (2,940)          (4,640)          (4,156)           630             

PROFIT FOR THE YEAR 2,863         5,434         5,866         6,890         8,770           9,339           9,564           5,366           11,486          (1,103)         

item not profit or loss

(180)             98               

related tax (53)               (29)              

gain on revaluation 102              83                66               

exchange difference 12             16              19                (11)               80                (299)            

minority interest (1)              (1)             

other tax (21)               (20)              

TOTAL COMPREHENSIVE INCOME 2,862         5,433         5,878         6,906         8,789           9,430           9,494           5,202           11,486          (1,103)         

CBE Consolidated Statement of comprehensive income from 2011 to 2020
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