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EXECUTIVE SUMMARY

In the new competitive business era, NBFI is getting more competitive in Bangladesh. In this
sector the most used financial statements are the balance sheet and profit and loss account where
the balance sheet shows the financial position and profit and loss account shows the net profit or
net loss of a NBFI. Solvency and profitability ratio analysis deals with these statements. NBFI is
relatively new institution that is contributing toward the development of economy and it treated
as an important service industry in modern world. Now days the concept of financial
performance and research into its measurement is well advanced within finance and management
fields. Financial statement analysis is defined as the process of identifying financial strengths and

weaknesses of the firm.

In this report there is a comparison of solvency and profitability of United Finance Limited with
the other NBFIs of Bangladesh to know the position of United Finance Limited through ratio
analysis and find out the difference with the industry average. This report also gives the concrete
idea of a solvency and profitability of NBFI. Solvency and profitability through ratio analysis is
the most popular trend to evaluate a NBFI’s performance over years or with other companies in
an industry. NBFI’s profitability is a major concern in modern economy and profitability ratios
of a NBFI show its overall efficiency and performance. These ratios represent the particular
NBFT's ability to translate sales into profits at various stages of measurement, as well as
represent its ability to measure the overall efficiency of the firm in generating returns for its
shareholders. This analysis establishes relationship between the items of the balance sheet and

the profit & loss account.

In this report it describe the UFL’s financial statements for the last few years and also find out
the industry average of other operating NBFIs of Bangladesh then analyze and focus significant
comments regarding the changes in the financial position. Analysis and interpretation of these
financial statements through ratio analysis has now become an important technique for
performance appraisal because the investors, financial experts, management executives and the

management of these NBFIs are always rely on these ratios to make important decisions.
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1.1 Background

Financial Sector is the 4th highest sector in term of market capitalization. NBFIs industry is
considered the second highest source of loan and provider of different financial services. The
growing financial performance of this sector has a colossal effect on whole economy
performance. Typically financial sector refers to mainly banking sector of any country. Recently
the performance of NBFIs industry has dramatically influencing the performance of banking
sector. The contribution of this industry toward the economy has been emerging and as facts
suggest the curiosity of investors has significantly increased. Consequently the financial
performance of this sector’s company has been in stakeholder’s prime apprehension in recent
times. As the empirical studies suggest numbers of research works have been accomplished on
profitability of banking sectors to categorize the fundamental determinants of profitability. But

still very few research works have been conducted on NBFI sector.

Non- Bank Financial Institutions (NBFIs) in Bangladesh are gaining increased popularity in
recent times. Though the major business of most NBFIs is leasing some are also diversifying into
other lines of business like term lending, housing finance, merchant Banking, equity financing

and venture capital financing.

Bangladesh is an agricultural country gradually shifting towards industrialization. Traditionally,
people of this subcontinent were reluctant to business and trade. But as the demand of time, they
are inspired and inclined to take risk and establish business enterprises. The entrepreneurs are
faced with scarcity of initial capital and if somehow they have started business they face serious
shortage of working capital. In such case, they run for long term direct financing from
commercial banks, specialized banks and other financial institutions, but receiving long term
loans from direct financing institutions in Bangladesh is not an easy task. Leasing business in
Bangladesh is providing for the alternative financing introduced by the three prominent leasing
companies in Bangladesh; IDLC, UFL and LBFL. Recently, some other leasing companies
namely, Peoples Leasing Company, Bay Eastern Leasing Company, Industrial Leasing and
Financial Services Ltd, GSP Finance and a local private commercial bank have emerged in the

market.
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Today all NBFIs are playing a vital role for the growth of the nation’s economy with the best of
their ability. During the world recession period NBFIs in Bangladesh act in a stringent manner so
that their financial systems as well as the economy do not collapse. United Finance Limited as a
leading and pioneer NBFI started their operation in 1989 and still they are dominating the NBFI
sector as well as contributing to the prosper of economic development. Their success in this

industry has inspired others to invest their capital in a profitable way.

1.2 Origin of the report

This report is originated as the academic requirement of the MBA program at Brac University.
As the practical orientation is an integral part of the MBA degree requirement, the main purpose
of internship is to get the students exposed to the job world and slowly get them acquainted with

the organizational setting and corporate culture.

The study have following purposes:
> To get and organize detail knowledge on the job responsibility.
> To experience the real business world.
> To compare the real scenario with the lessons learned in MBA program.

> To fulfill the requirement of MBA Program.

1.3 Objectives

1.3.1 Broad Objective

To find solvency and profitability of United Finance Limited (UFL) and compare this financial

ratios with other non-NBFTI financial institutions of Bangladesh.

1.3.2 Specific Objectives

e To find out the total debt to equity ratio of UFL
e To find out total debt to total asset ratio of UFL
e To find out total equity to total asset ratio of UFL
e To find out the net profit margin of UFL

e To return on equity (ROE) of UFL
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e To find out return on assets (ROA) of UFL
e To compare the financial ratios with some other financial institutions (12) operating in

Bangladesh.

1.4 Scope of the Report

This report is prepared to give a concrete idea about the performance and the condition of United
Finance Limited (UFL) over years. I believe that the report will help those who want to get an
overall idea of UFL as well as its financial performance. Management also can use the

information of my observation for their managerial decision if needed.

1.5 Limitations

Limited access to the data is the prime limitation of this report, as the prime sources of data is the
annual report. In audited quarterly reports companies usually provides with those information
which generate positive notion about the company and presentation of the information in their
own way evidently is a key limitation in case of illustration of the exact scenario. Also
scarceness of work on this sector profitability is also a great hindrance for the report, which
results in acute shortage of literature in this arena, as maximum reports are done on non-banking

sector.

1.6 Methodology of the Report

Primary sources of data are collected through
e Discussion with the respective organization's officials.

Secondary sources of data are collected through

e Annual Reports of United Finance Limited.

e Website of United Finance Limited.
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¢ Different Books, Journals, Periodicals, News Papers etc.
e The Annual Reports (year of 2012, 2013, 2014, 2015 & 2016) of UFL and other 12
different NBFIs of Bangladesh.

1.7 Sample Frame/Population size

Sample is taken only the total local NBFI operates in Bangladesh. There are 33 local NBFI in

Bangladesh so this is the population size of this report.

1.7.1 Sample Size

Taking a portion from a population for the study is called sampling. The sample size is

determined by using the following formula:

_ _NZ’pq
n= Nd%+Z%pq
33(1.44)2(.50)%(.50)
" 33(.15)2+1.442(.50)%(.50)
n = 13.3296
n=13

Where,
n = sample size
Z = standardized value {1.44(based on 85% confidence level)}
p = Estimated proportion of success = 50%
q = (1-p) or estimated proportion of failure = 50%
d = Maximum allowance for error (here maximum allowance for error is taken as 15%)

N =33, NBFIs in Bangladesh
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1.7.2 Sampling Techniques

The sampling technique will be probabilistic as the sample frame is accessible and simple

random sampling will be used to select the samples for finding the industry average.

1.8 Measuring Ratios

The ratios of solvency and profitability of NBFI used here are calculated stated below:

For Solvency:

Total Liabilities
Shareholders Equity

a) Debt to Equity Ratio =

Total Liabilities
Total Assets

b) Debt to Asset Ratio =

Total Assets
Shareholders Equity

c) Equity Multiplier =

For Profitability:

Net Profit after Taxation

a) Net Profit Margin = ,
Operating Income

Net Profit after Taxation

b) Return on Equity = Total Equity

Net Profit after Taxation

¢) Return on Assets =
) Total Asset
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NBFIs in Bangladesh
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2.1 Overview of NBFIs in Bangladesh

Non-Banking financial companies, NBFI or NBFCs, are financial institutions that provide
Banking services, but do not hold a Banking license. These institutions are not allowed to take
deposits from the public. Nonetheless, all operations of these institutions are still covered
under banking regulations.

Non- Banking Financial Institutions (NBFIs) play a significant role in meeting the diverse
financial needs of various sectors of an economy and thus contribute to the economic
development of the country as well as to the depending of the country’s financial system. As
the development process proceeds, NBFIs become prominent alongside the Banking sector.
Both can play significant roles in influencing and mobilizing savings for investment. Their
involvement in the process generally makes them competitors as they try to cater to the same
needs. However, they are also complementary to each other as each can develop its own
niche, and thus may venture into an area where the other may not, which ultimately
strengthens the financial mobility of both.

In relatively advanced economies there are different types of non-bank financial institutions
namely insurance companies, finance companies, investment NBFI and those dealing with
pension and mutual funds, though financial innovation is blurring the distinction between
different institutions. In some countries financial institutions have adopted both Banking and
non- Banking financial service packages to meet the changing requirements of the customers.
In the Bangladesh context, NBFIs are those institutions that are licensed and controlled by the
Financial Institutions Act of 1993 (FIA °93). NBFIs give loans and advances for industry,
commerce, agriculture, housing and real estate, carry on underwriting or acquisition business
or the investment and re-investment in shares, stocks, bonds, debentures or debenture stock or
securities issued by the government or any local authority; carry on the business of hire
purchase transactions including leasing of machinery or equipment, and use their capital to
invest in companies.

The importance of NBFIs can be emphasized from the structure of the financial system. In the
financial system of Bangladesh, commercial NBFI have emerged in a dominant role in
mobilizing funds and using these resources for investment. Due to their structural limitations
and rigidity of different regulations, NBFI could not expand their operations in all expected

areas and were confined to a relatively limited sphere of financial services. Moreover, their
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efforts to meet long term financing with short term resources may result in asset-liability
mismatch, which can create pressure on their financial base. They also could not broaden their
operational horizon appreciably by offering new and innovative financial products. These
drawbacks led to the emergence of NBFIs in Bangladesh for supporting industrialization and

economic growth of the country.

2.2. Emergence of Non-Bank Financial Institutions in Bangladesh

Initially, NBFIs were incorporated in Bangladesh under the Companies Act, 1913 and were
regulated by the provision relating to Non- Banking Institutions as contained in Chapter V of the
Bangladesh NBFI Order, 1972. But this regulatory framework was not adequate and NBFIs had
the scope of carrying out their business in the line of Banking. Later, Bangladesh NBFI
promulgated an order titled ‘Non- Banking Financial Institutions Order, 1989’ to promote better
regulation and also to remove the ambiguity relating to the permissible areas of operation of
NBFIs. But the order did not cover the whole range of NBFI activities. It also did not mention
anything about the statutory liquidity requirement to be maintained with the central NBFI. To
remove the regulatory deficiency and also to define a wide range of activities to be covered by
NBFIs, a new act titled ‘Financial Institution Act, 1993 was enacted in 1993 (Barai et al. 1999).
Industrial Promotion and Development Company (IPDC) was the first private sector NBFI in
Bangladesh, which started its operation in 1981. Since then the number has been increasing and
in December 2006 it reached 29.1 of these, one is government owned, 15 are local (private) and

the other 13 are established under joint venture with foreign participation.

2.3 Recent Development and Activities of NBFIs

The major business of most NBFIs in Bangladesh is leasing, though some are also diversifying in
to other lines of business like term lending, housing finance, merchant Banking, equity financing
venture capital financing etc. Lease financing, term lending and housing finance constituted
94percent of the total financing activities of all NBFIs up to June 2006. A break-up of their

financing activities reveals that the share of leasing and housing finance in the total investment
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portfolio of NBFIs has gradually decreased from 59 and 15 percent, respectively, in 2002 to 46
and 14 percent in June 2006. The share of term loans, on the other hand, has increased from 20
percent to 34 percent during the same period implying increased focus on the former. It can also
be seen that the portfolio mix of NBFIs has become quite stable from 2004. NBFIs offer services
to various sectors such as textile, chemicals, services, pharmaceuticals, transport, food and

beverage, leather products, construction and engineering etc.
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3.1 United Finance Limited - Background

United Finance Limited (UFL), an associate company of Duncan Group, commenced business in
1989 as a first generation lease financing company in Bangladesh. The company incorporated as
a public limited company under the Companies Act 1913. UFL was also granted license under
the Financial Institutions Act, 1993. The shares of the company are quoted on the Dhaka Stock
Exchange since 1994.

United Finance Ltd, a leading financial institution of the country was established in 1989 as a
public limited company, to cater the investment needs of our economy. Leasing Company
Limited is a Non-Bank Financial Institution engaged mainly in lease finance business and bills
discounting. It was incorporated on 27 April 1989 as a public limited company under the
Companies Act 1994 with an authorized capital of BDT 1,000 million. From the beginning, UFL
managed to grow rapidly with an average operational growth of above 30%. In April, 1994 the
company issued 10.71% of its shares for public subscription at 50% premium and was
oversubscribed. Now it is listed on the Dhaka Stock Exchange (DSE) and from the date of

listing, its shares are enjoying high price.

Since inception UFL has maintained prudent investment policies and has successfully positioned
itself among the frontrunners in an increasingly competitive financial service sector. Building a
diversified pool of assets spread across almost all sectors of the economy and serving a wide
spectrum of customers in the process. The Company’s customers include most of the top
corporate groups in the country including some of the multinationals. However, the Company’s
major and most profitable business segments are leases to the small and medium enterprises.
Continuing its journey, UFL will invest its resources to expand their customer base and better
serve their existing customers by diversifying their asset and liability portfolios. UF has the
financial strength, management capability and committed human resources to ensure sustainable

growth.

Page | 12



3.2 Company Profile

Form of Organization Public limited company

Nature of Business Non — NBFI financial institution

Commencement of Business September 12, 1989

Number of Branches 19

Chairman Mr. Imran Ahmed

Managing Director Mr. Syed EhsanQuadir

Registered Office Camellia House, 22 Kazi Nazrul Islam Avenue,
Dhaka-1000

Website and Email Website: www.unitedfinance.com.bd

Email: webmail@unitedfinance.com.bd

Table 1.1: Company Profile

3.3 Guiding Principles

3.3.1 Objectives of the Organization

The main objectives of the company are to assist the development of productive private sector
industries particularly in their balancing and modernizing programs. The company mainly
extends lease financing for machinery, equipment to the industries & vehicles for commercial
purpose. In addition, it also provides project finance for expansion of business. The primary
activity of the company is to provide leases to different commercial organizations. It provides

lease for all sorts of manufacturing equipment and for vehicles.
3.3.2 Vision

To be the leading high quality service providers in the markets we serve.
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3.3.3 Mission

* Devote continuous effort to improve products and services for sustaining competitive edge.
* Ensure service excellence by leveraging motivated human resource and technology.

* Manage risks and costs to ensure sound, financial performance and adequate return on all

investments.

3.3.4 Goals

» Customers: Ensure that our service quality exceeds customer expectation in terms of timely

delivery, fairness in treatment and value addition.
» Risk Management: Proactively manage risks and adhere to international best practices.
* Shareholders: Maximize growth in earning per share.

» Employees: Provide a stimulating and challenging yet congenial work environment, invest in

training to harness full potential and compensate on performance basis.

3.4 Classification of Target Market

United Finance Company Limited provides services and offers products to certain segments of
markets. The markets are diversified and identifiable for the customers and clients as well. Thus
the markets are classified into parts and the classification is as follows:

* Small and medium scale companies

* Low profile good and potential performers

Main target customers are:

» Companies who have potentiality, sincerity, and devotion
» Companies who are badly in need of investment in equipment to grow

* Companies who wants to finance equipment without straining the existing credit line []

Sister concerns of well reputed large companies.
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3.5 Organizational Structure

Figure.1: Organizational Hierarchy

3.6 Products/Services

United Finance Company, like any other companies, also offers different products and services
which can be classified into two parts:

e Asset Products

* Liability Products
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3.6.1 Asset Products:
Under asset financing products, they offer:

* Lease against vehicle or various equipment

* Affordable home loan to individuals to purchase, construct or renovate home or
apartment

Under working capital solutions, they offer:

* Credit sale financing for creditworthy suppliers to free working capital tied up in

receivables

* Distributor financing for distributor’s procurement of inventory.

Figure 2: Asset Products
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3.6.2 Liability Products:

Liability products refer to the products which provide customers with deposit opportunities that
are helpful for them in many ways. It includes products such as term deposit, earner schemes,

insured schemes, etc.

Figure 3: Liability Products
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Analysis, Measurement and Comparison

on Solvency of UFL
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4.1 Analysis, Measurement & Comparison of Debt to Equity Ratio of UFL

Debt to Equity Ratio

6.18

@

6.05
2012 2013 2014 2015 2016
e=@==|ndustry Average UFL
2012 2013 2014 2015 2016
Industry Average 3.77 4.29 4.99 5.67 6.99
UFL 5.05 5.43 5.53 6.18 6.05
Figure 4: Comparative position of Net Profit Margin (For Data see Appendix I)
Analysis:

From the graph and calculated data it is observed that

a) In2012,2013,2014, 2015 & 2016 the average DTER of UFL was generally more than
industry average (except 2016) and the difference is bit high for majority studied years:
2012: 5.05>3.77 which is 1.28; 2013: 5.43>4.29which is 1.14; 2014: 5.53>4.99which is
0.54; 2015: 6.18>5.67which is 0.51and the exception 2016: 6.05<6.99which is -0.94.

b) So it is seen form the five years data (2012-2016) that the Debt to Equity Ratio of UFL
was almost always higher than the industry, but as it is a leverage ratio the higher value
does not ensure that its performance is better than the other NBFI of this industry. As
well as the higher leverage does not depicts that its performance is lower and it cannot be
said that UFL is burdened by debt financing. Since, NBFIs are valued differently because

they utilize debt as a sort of raw material rather than for reinvestment so higher value of
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Debt to Equity of UFL does not depicts that its financial performance is poor. UFL’s debt
to equity ratio is not very much different from the industry average in the recent years so
it can be said the amount of debt financing to equity financing is acceptable. Side by side
it is observed that overall Debt to Equity ratio of UFL is slightly higher than the industry
and it incurs more risk than usual because of financial leverage and a bit vulnerable than

the other players of the industry.
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4.2 Analysis, Measurement & Comparison of Debt to Asset Ratio of UFL

Debt to Asset Ratio

86.81%

2012 2013 2014 2015 2016
e=@==|ndustry Average UFL

2012 2013 2014 2015 2016

Industry Average 75.41% 77.73% 80.57% 82.87% 85.49%

UFL 83.46% 84.45% 84.69% 86.81% 85.81%

Figure 5: Comparative position of Net Profit Margin (For Data see Appendix II)
Analysis:
However, in this circumstance it can conclude that:

a) In2012,2013,2014, 2015 & 2016 the average DTAR of UFL was more than industry
average and the difference is high: 2012: 83.46%> 75.41% which is 8.05%; 2013:
84.45% > 77.73% which is 6.72%; 2014: 84.69%>80.57% which is 4.12%; 2015:
86.81%>82.87% which is 3.94% and 2016: 85.81%>85.49% which is 0.32%.

b) So it is seen form the five years data (2012-2016) that the Debt to Asset Ratio of UFL
was always higher than the industry, but as it is a leverage ratio the higher value does not
ensure that it’s good or bad performance. Average of debt to asset ratio of UFL over five
year is 85.04%, that is major portion of its asset is funded by debt financing but it is not
peculiar since the NBFIs are mostly run by the borrowed funds of customers, and UFL’s

debt to asset ratio is not very much different from the industry average so it can be said
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the amount of debt financing for procuring asset is acceptable. Side by side it is observed
that overall Debt to Asset ratio of UFL is slightly higher than the industry and it incurs
more risk than usual because of financial leverage and a bit vulnerable than the other

players of the industry.
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4.3 Analysis, Measurement & Comparison of Equity Multiplier of UFL

Equity Multiplier
7.18 4
2012 2013 2014 2015 2016
==@==|ndustry Average UFL
2012 2013 2014 2015 2016
Industry Average 4.77 5.29 5.99 6.67 7.99
UFL 6.05 6.43 6.53 7.18 7.05
Figure 6: Comparative position of Net Profit Margin (For Data see Appendix III)
Analysis:

However, in this circumstance it can conclude that:

a) In2012,2013,2014, 2015 & 2016 the average EM of UFL was more than industry
average but the difference is slightly higher than industry average: 2012: 6.05>4.77,
2013: 6.43>5.29; 2014: 6.53>5.99; 2015: 7.18>6.67 and the exception 2016: 7.05<7.99.

b) Average of debt to equity multiplier of UFL over five year is 6.648, that is major portion
of its asset is funded by debt financing but it is not peculiar since the NBFI’s are mostly
run by the borrowed funds of customers, and UFL’s equity multiplier is slightly higher
than industry average so it can be said the amount of debt financing for procuring asset is
acceptable. Side by side it is observed that equity multiplier of UFL is slightly higher
than the industry and it incurs a bit more risk than usual because of financial leverage and

a bit vulnerable than the other players of the industry.
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Analysis, Measurement and Comparison

on Profitability of MBL
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4.4 Analysis, Measurement & Comparison of Net Profit Margin of UFL

Net Profit Margin

36.03%

4 o
35.43%

3 0

2012 2013 2014 2015 2016
==@==|ndustry Average UFL
2012 2013 2014 2015 2016
Industry Average 41.87% 30.02% 33.43% 31.95% 31.35%
UFL 35.43% 31.86% 34.30% 36.03% 32.11%
Figure 7: Comparative position of Net Profit Margin (For Data see Appendix IV)
Analysis:

In the year 2013-2016 net profit margin of UFL was more than the average of the
Bangladeshi NBFI industry (31.86%>30.02%, 34.30%>33.43%, 36.03%>31.95%,
32.11%>31.35%)

Average net profit margin of UFL is 33.95% that means that 33.95 paisa of net income
comes from every taka of sales of UFL.

Average of five year’s net profit of private commercial NBFI of Bangladesh is 33.72%
where else UFL’s average net profit margin is 33.95%, so the performance is a bit better

than the performance of other NBFIs of Bangladesh.
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4.5 Analysis, Measurement & Comparison of ROA of UFL

ROA

2012 2013 2014 2015 2016

==@==|ndustry Average ==@==UFL

2012 2013 2014 2015 2016
Industry Average 2.47% 1.46% 1.71% 1.68% 1.50%
UFL 1.94% 1.91% 2.04% 1.77% 1.51%

Figure 8: Comparative position of ROA (For Data see Appendix V)
Analysis:

e In the year 2012-2016 ROA of UFL was more than the average (except 2012) of the other
NBFIs (1.92% <1.94%, 1.91% >1.46%, 2.04%> 1.71%, 1.77%> 1.68%, 1.51%> 1.50%)
e Average of five year’s ROA of other NBFI is 1.76% where else UFL’s average ROA is
1.83% which is relatively higher than the performance of the average NBFI. So the UFL

total asset is generating higher return than other private commercial NBFI.
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4.6 Analysis, Measurement & Comparison of ROE of UFL

ROE

2012 2013 2014 2015 2016
==@==|ndustry Average e=@==UFL
2012 2013 2014 2015 2016
Industry Average 11.26% 7.59% 9.62% 10.52% 1.50%
UFL 11.72% 12.30% 13.35% 12.72% 1.51%
Figure 9: Comparative position of ROE (For Data see Appendix VI)
Analysis:

e In the year 2012-2016 ROE of UFL was more than the average of the NBFI of
Bangladesh (11.72%>11.26%, 12.30%>7.59%, 13.35%>9.62%, 1.51%>1.50%)

e Average of five year’s ROE of NBFI of Bangladesh is 8.10% where else UFL’s average
ROE is 10.32% that is the performance is relatively higher than the performance of the
other private NBFI. So the equity or shareholders of UFL are earning relatively more

than the other private NBFI of Bangladesh.
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FINDINGS, RECOMMENDATION

AND CONCLUSION
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5.1 Findings

From the analysis, measurement and comparison of five years solvency and profitability of UFL

with the other NBFI of Bangladesh some findings have been found which are given below:

a)

b)

d)

From the comparison between the industry average and UFL; it is found that the though
debt to equity ratio is slightly higher than the industry average, however it is going
similarly in the same way with the industry average which says that the NBFI is on the
right track to carry out their present performance.

From the comparison between the industry average and UFL,; it is found that the debt to
total asset ratio of UFL is higher than industry average and UFL is taking the higher risk.
However, it is found that, the current trend is that the industry average is going higher or
taking higher risk but UFL hold their risk level in almost same position.

From the comparison between the industry average and UFL; it is found that the equity
multiplier of UFL is more or less similar to the industry average. The risk of UFL is not
so much for this similarity.

From the comparison between the industry average and UFL,; it is found that UFL’s net
profit margin is slightly higher than the industry average of net profit margin. So UFL is
doing slightly better than the overall industry.

From the comparison between the industry average and UFL; it is found that the return
on asset of UFL is slightly higher than the industry average. In this UFL have also doing
slightly better than the overall industry.

From the comparison between the industry average and UFL; it is found that the return
on equity of UFL is higher than the industry. However, the trend is similar as it is going
in the same track with the industry average. So it should maintain the position and try to

improve it to further extent.
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5.2 Recommendation

It is not unexpected to have problems in any organization. There must be problems to operate

an organization. But there must be remedies to follow. The following commendations can be

suggested to solve the above mentioned problems:

a)

b)

Though for NBFI it is common that most of the funds will be borrowed, that NBFI run
mostly by debt financing, that’s why the leverage ratios (debt to asset ratio, debt to equity
ratio, equity multiplier) will be much higher than the other industries. Though UFL’s
leverage ratios are (debt to asset ratio, debt to equity ratio, equity multiplier) are almost
similar to the other NBFI of Bangladesh. But all of the leverage ratios are slightly higher
than the industry average, So UFL incurs more risk than usual because of financial
leverage and a bit vulnerable than the other players of the industry. So UFL should
minimize their leverage that is debt financing a bit and increase equity financing a bit,
considering the fact that minimization is not so high that the UFL lacks of funds to lend.
The profitability (Net profit, ROA, ROE) of UFL is moderately higher than industry
average in previous years, however there is a scope for improvement because the
profitability is not that higher than the industry. So it can be say that they are going good
and UFL should make sure that the existing growth rate is increased gradually in a steady
pace. UFL have to take some initiatives to improve profitability and for this they should
follow the base line of cost minimization and increase of profit.

It should be more concern in their management quality to improve its satisfactory
position. The total success depends on the direction of the management so they have to

expert and highly experienced in this sector.
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5.3 Conclusion

NBFIs are playing a vital role in the development of our economy. Government and Bangladesh
NBFIs also play a crucial role in this sector by regulating the overall monetary systems and
setting rules and regulation in the activities of NBFI. In recent years of this sector, UFL has
shown better performance comparing with other first generation NBFIs.

It was great pleaser for to do internship program in reputed organization like UFL. These period
of practical orientation helps to provide a wide range of scope to observe the operations of NBFI.
Overall the NBFI must make appositive attempt to be more outward looking in their goals and

aware of what is happening.

The solvency of UFL is higher than the industry so it is better for UFL to decrease the debt
financing and minimize the risk they are taking on the other hand the profitability of UFL is
slightly higher than industry average so UFL have to maintain the existing position and side-by-
side they have to take the initiatives to improve this so that they can perform better than the
present situation. Finally, this report will help the UFL to get the overall performance in this

sector.
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6.0 Appendix

Annex I
Debt to Equity Ratio

2012 2013 2014 2015 | 2016
1 | United Finance 5.05 543 5.53 6.18 | 6.05
2 | Union Capital 6.43 5.92 9.06 7.13 | 8.10
3 | LankaBangla Finance 4.04 5.17 5.96 7.17 | 8.34
4 | IDLC 7.05 9.50 9.04 843 | 7.88
5 | International Leasing 6.93 7.24 9.34 | 14.69
6 | IPDC 2.51 2.76 2.38 231 | 7.14
7 | GSP Finance 1.48 1.95 2.38 2.62 | 2.25
8 | FAS Finance 2.10 3.67 747 | 9.18
9 | Bay Leasing 1.33 1.66 2.37 3.09 | 4.13
10 | Islamic Finance 3.40 3.56 3.93 4.84 | 5.98
11 | Phonix Finance 5.10 4.94 6.06 6.94 | 8.52
12 | Uttara Finance 2.92 3.59 4.76 4.83 | 4.30
13 | Prime Finance 2.14 2.30 2.48 3.35| 4.27
Average 3.77 4.29 4.99 5.67| 6.99

Average of 5 years 5.14
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Annex II

Debt to Equity Ratio

2012 2013 2014 2015 2016
1 | United Finance 83.46% | 84.45% | 84.69% | 86.07% | 85.81%
2 | Union Capital 86.54% | 85.54% | 90.06% | 87.69% | 89.01%
3 | LankaBangla Finance | 80.15% | 83.80% | 85.63% | 87.76% | 89.29%
4 | IDLC 87.58% | 90.48% | 90.04% | 89.40% | 88.74%
5 | International Leasing 87.38% | 87.87% | 90.33% | 93.63%
6 | IPDC 71.50% | 73.39% | 70.40% | 69.83% | 87.71%
7 | GSP Finance 59.62% | 66.14% | 70.45% | 72.39% | 69.23%
8 | FAS Finance 67.71% | 78.59% | 88.19% | 90.17%
9 | Bay Leasing 57.13% | 62.44% | 70.30% | 75.53% | 80.50%
10 | Islamic Finance 77.29% | 78.06% | 79.71% | 82.87% | 85.67%
11 | Phonix Finance 83.62% | 83.18% | 85.83% | 87.41% | 89.50%
12 | Uttara Finance 74.51% | 78.24% | 82.62% | 82.83% | 81.15%
13 | Prime Finance 68.12% | 69.72% | 71.24% | 77.03% | 81.01%
Average 75.41% | 77.73% | 80.57% | 82.87% | 85.49%

Average of 5 years 80.42%
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Annex IIT

Shareholders Equity Ratio

2012 2013 2014 2015 2016
1 | United Finance 6.05 6.43 6.53 7.18 7.05
2 | Union Capital 7.43 6.92 10.06 8.13 9.10
3 | LankaBangla Finance 5.04 6.17 6.96 8.17 9.34
4 | IDLC 8.05 10.50 10.04 9.43 8.88
5 | International Leasing 7.93 8.24 10.34 15.69
6 | IPDC 3.51 3.76 3.38 3.31 8.14
7 | GSP Finance 2.48 2.95 3.38 3.62 3.25
8 | FAS Finance 3.10 4.67 8.47 10.18
9 | Bay Leasing 2.33 2.66 3.37 4.09 5.13
10 | Islamic Finance 4.40 4.56 4.93 5.84 6.98
11 | Phonix Finance 6.10 5.94 7.06 7.94 9.52
12 | Uttara Finance 3.92 4.59 5.76 5.83 5.30
13 | Prime Finance 3.14 3.30 3.48 4.35 5.27
Average 4.77 5.29 5.99 6.67 7.99
Average of 5 years 6.14
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Annex IV

Net Profit

2012 2013 2014 2015 2016
1 | United Finance 35.43% | 31.86% | 34.30% | 36.03% | 32.11%
2 | Union Capital 22.60% | 23.38% | 22.50% | 29.21% | 25.94%
3 | LankaBangla Finance | 34.07% | 12.84% | 15.94% | 19.44% | 17.88%
4 | IDLC 29.66% | 31.52% | 34.68% | 31.81% | 34.46%
5 | International Leasing 28.28% | 24.64% | 21.61% | 19.86%
6 | IPDC 37.92% | 29.69% | 28.53% | 37.54% | 36.02%
7 | GSP Finance 37.73% | 37.32% | 36.43% | 44.46% | 43.52%
8 | FAS Finance 10.97% | 35.53% | 25.38% | 24.97%
9 | Bay Leasing 61.15% | 60.50% | 48.94% | 37.01% | 35.51%
10 | Islamic Finance 31.02% | 27.21% | 56.61% | 69.38% | 49.31%
11 | Phonix Finance 41.63% | 42.21% | 20.93% | 26.91% | 28.37%
12 | Uttara Finance 64.97% | 7.14% | 18.33% | 36.51% | 59.65%
13 | Prime Finance 64.38% | 47.37% | 57.27% | 0.00% | 0.00%
Average 41.87% | 30.02% | 33.43% | 31.95% | 31.35%

Average of 5 years 33.72%
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Annex IV

ROA

2012 2013 2014 2015 2016
1 | United Finance 1.94% | 191% | 2.04% | 1.77% | 1.51%
2 | Union Capital 0.55% | 1.02% | 1.10% | 1.16% | 1.12%
3 | LankaBangla Finance 6.34% | 1.68% | 2.02% | 231%| 1.86%
4 | IDLC 1.89% | 1.67% | 2.02% | 1.99% | 2.24%
5 | International Leasing 0.64% | 0.63% | 0.49% | 0.32%
6 | IPDC 1.81% | 1.83% | 2.14% | 2.93% | 1.34%
7 | GSP Finance 297% | 2.14% | 221% | 3.15% | 3.63%
8 | FAS Finance 0.52% | 1.80% | 0.93% | 0.52%
9 | Bay Leasing 1.21% | 1.78% | 1.44% | 0.86% | 0.75%
10 | Islamic Finance 1.51% | 1.36% | 2.60% | 3.17% | 2.33%
11 | Phonix Finance 207% | 2.07% | 1.13% | 132% | 1.16%
12 | Uttara Finance 435% | 0.26% | 0.62% | 1.81% | 2.74%
13 | Prime Finance 2.58% | 2.14% | 2.54% | 0.00% | 0.00%
Average 247% | 146% | 1.71% | 1.68% | 1.50%

Average of 5 years 1.77%
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Annex VI

ROE

2012 2013 2014 2015 2016
1 | United Finance 11.72% | 12.30% | 13.35% | 12.72% | 1.51%
2 | Union Capital 4.05% | 7.05% | 11.07% | 9.39% | 1.12%
3 | LankaBangla Finance | 31.93% | 10.38% | 14.03% | 18.87% | 1.86%
4 | IDLC 15.19% | 17.55% | 20.26% | 18.74% | 2.24%
5 | International Leasing 510% | 5.21% | 5.02% | 0.32%
6 | IPDC 6.34% | 688% | 722% | 9.71% | 1.34%
7 | GSP Finance 737% | 632% | 7.50% | 11.41% | 3.63%
8 | FAS Finance 1.60% | 8.40% | 7.89% | 0.52%
9 | Bay Leasing 2.82% | 4.75% | 4.86% | 3.50% | 0.75%
10 | Islamic Finance 6.63% | 6.21% | 12.80% | 18.49% | 2.33%
11 | Phonix Finance 12.66% | 12.33% | 7.95% | 10.52% | 1.16%
12 | Uttara Finance 17.06% | 1.18% | 3.59% | 10.52% | 2.74%
13 | Prime Finance 8.09% | 7.06% | 8.85% | 0.00% | 0.00%
Average 11.26% | 7.59% | 9.62% | 10.52% | 1.50%

Average of 5 years 8.10%
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