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Executive Summary

This report analyzes and evaluates the bank’s performance, particularly in profitability and risk.  Ratios and calculations used in this analysis consist of Return on Equity, Return on Assets, Net Interest Margin, Net Noninterest Margin, and Net Profit Margin.  These calculations are found throughout the report as well as in the appendices.  The data shows Savings Institute Bank and Trust (18214) being consistently below average compared to its peer groups.  The other banks it is being compared to are: Windsor Federal Savings and Loan Association (29632), Putnam Bank (18240), and Naugatuck Valley Savings and Loan (30365)
This report concludes that Savings Institute Bank and Trust is a very weak bank compared to its opponents.  These weaknesses need to be addressed and improved in order to compete in such a market of business.  Some recommendations are: 

· Increase ROE
· Increase ROA
· Be more efficient with producing profits/returns on shareholders equity.
· Increase NPM

These recommendations are further discussed in the report.

Based on thorough analysis, it has been determined that this bank needs to increase all of their ratios, since they are behind in all of their percentages.  Restructuring of simple strategies can help to increase and make them more profitable as a bank.
Introduction
The purpose of this case is to calculate financial ratios of several banks and compare these ratios to peer groups evaluating the bank’s performance, particularly in profitability and risk.  The banks that are being compared are:  Savings Institute Bank and Trust (18214), Windsor Federal Savings and Loan Association (29632), Putnam Bank (18240), and Naugatuck Valley Savings and Loan (30365).  There are many different financial ratios and calculations used, each showing something different about the banks and what areas of strengths and/or weaknesses they all have.
Return on Equity
When comparing each bank’s ROE, we saw that Bank Two had the highest percentage, even though it decreased from 2005 until 2008.  In 2005, Bank Two had the best and highest year with a 10.12%.  With the economy being so bad, it’s amazing that Bank Two ended with such a high return on equity ratio in 2008.  If you look closely, all of the other banks ended with a negative ROE in 2008 except for Bank Two who had a remarkable 8.96%; not only was this a positive number but it was a fairly high number as well.
To sum up Bank One’s performance:

· They were the second runner up in two out of the four years analyzed.

· They showed a decreasing ROE, which was not uncommon for all the banks being compared.

· They ended with the lowest ROE compared to its competitors.  
· In 4 years Bank One went from a 5.51% return on equity to a -4.31%.
The table below shows each bank and how they performed for that given year:
	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2005
	2005
	2005
	2005

	ROE
	5.51%
	10.12%
	5.09%
	4.68%

	
	2006
	2006
	2006
	2006

	ROE
	4.28%
	8.42%
	4.02%
	3.51%

	
	2007
	2007
	2007
	2007

	ROE
	2.11%
	9.02%
	4.39%
	3.44%

	
	2008
	2008
	2008
	2008

	ROE
	-4.31%
	8.96%
	-0.70%
	-0.38%


Also, when Bank One was compared to two different peer groups, you saw how unprofitable they were since their performance was lower in every year.  To be a little more specific about the peer groups: the first peer group listed included all of the CT banks except for Bank One, and the second peer group included Banks Two, Three, and Four.  
Some percentages to help back up my proposal are: 

· The median in 2006 for peer group 1 was 6.20%, for peer group 2 was 4.79%, and for Bank One was 4.28%.
· In 2008, peer group 1 was 0.35%, peer group 2 was 2.45%, and Bank One was 
-4.31%.
This chart consistently shows Bank One having a lower than average ROE:
	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2005
	2005
	2005
	2005
	2005

	ROE
	9.08%
	6.32%
	6.09%
	5.17%
	5.51%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2006
	2006
	2006
	2006
	2006

	ROE
	7.32%
	6.20%
	4.88%
	4.79%
	4.28%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2007
	2007
	2007
	2007
	2007

	ROE
	5.73%
	5.43%
	5.22%
	5.15%
	2.11%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2008
	2008
	2008
	2008
	2008

	ROE
	0.35%
	1.23%
	2.45%
	-0.45%
	-4.31%


Return on Assets
Looking at the ratios, Bank Two again, had the best numbers and stayed consistent throughout the years with only a decrease from 2005 to 2006.  However, all of the other banks were pretty inconsistent throughout the years, constantly decreasing and increasing their ratios.  In 2008 the other banks also ended with negative percentages, while Bank Two was the only bank that had a positive percentage.
Bank One’s overall performance for ROA:

· They only performed better than Bank Four in 2006.  Every year other than that they had consistently performed lower than the other banks.
· They had a consistent decreasing ROA from 2005-2008.
· They were about average compare to its competitors (with the exception of Bank Two which did exceptionally well) until years 2007 and 2008.
· In 4 years Bank One went from a 0.51% return on assets to a -0.33%.
· Bank One ended with the lowest ROA out of its competitors.

The table below shows each bank and how they performed for that given year:

	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2005
	2005
	2005
	2005

	ROA
	0.51%
	0.93%
	0.52%
	0.53%

	
	2006
	2006
	2006
	2006

	ROA
	0.38%
	0.82%
	0.39%
	0.33%

	
	2007
	2007
	2007
	2007

	ROA
	0.19%
	0.88%
	0.43%
	0.30%

	
	2008
	2008
	2008
	2008

	ROA
	-0.33%
	0.88%
	-0.05%
	-0.03%


Again, to help further back my theories, I compared Bank One’s return on assets to two different peer groups and they both showed lower ratios than that of the peer groups.  Bank One had the lowest ROA ratios compared to the peer groups from 2005-2008.  Even in the lowest years, both peer groups still performed better than Bank One:

· The median in 2007 for peer group 1 was 0.65%, peer group 2 was 0.45%, and Bank One was 0.19%
· In 2008, peer group 1 was 0.04%, peer group 2 was 0.19%, and Bank One was 

-0.33%.
This chart shows Bank One’s consistent lower than average ROA from year 2005-2008:
	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2005
	2005
	2005
	2005
	2005

	ROA
	1.05%
	0.70%
	0.63%
	0.59%
	0.51%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2006
	2006
	2006
	2006
	2006

	ROA
	0.89%
	0.73%
	0.47%
	0.46%
	0.38%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2007
	2007
	2007
	2007
	2007

	ROA
	0.82%
	0.65%
	0.49%
	0.45%
	0.19%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2008
	2008
	2008
	2008
	2008

	ROA
	0.04%
	0.14%
	0.19%
	-0.03%
	-0.33%


Net Interest Margin
When comparing the net interest margin, Bank Two had the highest ratios, and Bank Three had the lowest.  All of the banks were pretty consistent with each other, stayed positive over the years, and decreased along the years simultaneously.
To sum up Bank One’s performance:

· They were the second highest performing bank.
· They decreased along with all of the other banks throughout the years.
· They ended up with the second highest NIM out of its competitors.

· In 4 years Bank One went from a 3.15% NIM to a 2.79%.
· 2005 was their best year, and they actually performed the best compared to the other banks.

The table below shows each bank and how they performed for that given year:

	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2005
	2005
	2005
	2005

	NIM
	3.15%
	3.12%
	2.41%
	3.01%

	
	2006
	2006
	2006
	2006

	NIM
	3.02%
	3.19%
	2.17%
	2.69%

	
	2007
	2007
	2007
	2007

	NIM
	2.74%
	2.91%
	2.21%
	2.51%

	
	2008
	2008
	2008
	2008

	NIM
	2.79%
	2.93%
	2.63%
	2.65%


Looking at the peer groups, this shows that Bank One’s net interest margin is often better than average (or the median) more times than not.  Good decisions being made paid off consecutively throughout the years.  Some examples of where Bank One has done better than the average peer group 1 or 2 are:
· The median in 2005 for peer group 2 was 3.01% and Bank One was 3.15%.
· The median in 2008 for peer group 1 was 2.60% and Bank One was 2.79%.
This chart shows how Bank One does better than the median in some years:
	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2005
	2005
	2005
	2005
	2005

	NIM
	3.26%
	3.30%
	2.80%
	3.01%
	3.15%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2006
	2006
	2006
	2006
	2006

	NIM
	3.20%
	3.01%
	2.59%
	2.69%
	3.02%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2007
	2007
	2007
	2007
	2007

	NIM
	3.13%
	2.97%
	2.49%
	2.51%
	2.74%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2008
	2008
	2008
	2008
	2008

	NIM
	3.05%
	2.60%
	2.71%
	2.63%
	2.79%


Net Noninterest Margin

Looking at the net noninterest margin, Banks Two and Three are in sync with each other while Banks One and Four are familiar with each other.  All of the banks are negative, which is a good thing, but Bank Two has the best Net Noninterest Margin.  Banks Three and Four consistently decreased throughout the years, while Banks One and Two fluctuated.
Bank One’s overall performance for NNIM:

· They were the worst performing bank.
· They consistently decreased throughout the years, which is beneficial.
· They ended with the highest NNIM out of all its competitors.

· In 4 years Bank One went from a -2.36% to a -2.34%, which shows improvement.
The table below shows each bank and how they performed for that given year:
	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2005
	2005
	2005
	2005

	NNIM
	-2.36%
	-1.69%
	-1.75%
	-2.35%

	
	2006
	2006
	2006
	2006

	NNIM
	-2.31%
	-1.83%
	-1.74%
	-2.27%

	
	2007
	2007
	2007
	2007

	NNIM
	-2.37%
	-1.59%
	-1.64%
	-2.15%

	
	2008
	2008
	2008
	2008

	NNIM
	-2.34%
	-1.50%
	-1.55%
	-2.00%


By evaluating the peer groups and comparing them to Bank One, this further concurs Bank One’s overall performance.  In every year, and in all peer groups, Bank One has successfully performed the worst.  Some examples from the chart are:
· The median in 2005 for peer group 2 was -1.96%, and Bank One was -2.36%.

· In 2007, peer group 1 was -1.73%, and Bank One was -2.37%.
This chart shows how Bank One consistently has the worst performing NNIM:
	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2005
	2005
	2005
	2005
	2005

	NNIM
	-1.69%
	-2.03%
	-1.94%
	-1.96%
	-2.36%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2006
	2006
	2006
	2006
	2006

	NNIM
	-1.72%
	-2.08%
	-1.95%
	-2.08%
	-2.31%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2007
	2007
	2007
	2007
	2007

	NNIM
	-1.73%
	-2.11%
	-1.81%
	-1.81%
	-2.37%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2008
	2008
	2008
	2008
	2008

	NNIM
	-2.12%
	-2.19%
	-1.72%
	-1.67%
	-2.34%


Net Profit Margin
When comparing each bank, we saw that Bank Two has not only the highest net profit margin in every year, but they almost doubled their percentage in comparison to the other banks.  They consistently stayed strong throughout the years, even though they decreased, they did not do it as drastically as the other banks did.  All banks decline but Banks One, Two, and Three actually end with a negative NPM in 2008; Bank Two is the only bank with a positive number.
To sum up Bank One’s performance:

· They are pretty much last in line for net profit margin; the only year they were higher than another bank was in 2006: they had 7.03%, Bank Four had 6.65%.
· They decreased every year, like every other bank, but had the lowest percentages.

· In 4 years Bank One went from 10.43% to -6.11%.
The table below shows each bank and how they performed for that given year:

	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2005
	2005
	2005
	2005

	NPM
	10.34%
	20.45%
	12.74%
	11.97%

	
	2006
	2006
	2006
	2006

	NPM
	7.03%
	16.56%
	8.10%
	6.65%

	
	2007
	2007
	2007
	2007

	NPM
	3.42%
	17.39%
	7.91%
	5.61%

	
	2008
	2008
	2008
	2008

	NPM
	-6.11%
	17.91%
	-0.86%
	-0.52%


By looking at the peer groups we saw that, in deed Bank One has the lowest NPM from 2005-2008.  Compared to the average banks, Bank One still does not meet what other banks are.  Some examples would be:

· The median in 2008 for peer group 1 was 2.82%, and Bank One was -6.11%.

· In 2007, peer group 2 was 9.23%, and Bank One was 3.42%.

This chart shows Bank One constantly being the lowest ratio of all the banks:

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2005
	2005
	2005
	2005
	2005

	NPM
	21.65%
	14.65%
	14.56%
	13.21%
	10.34%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2006
	2006
	2006
	2006
	2006

	NPM
	16.19%
	14.39%
	9.57%
	9.08%
	7.03%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2007
	2007
	2007
	2007
	2007

	NPM
	14.76%
	12.03%
	9.23%
	8.41%
	3.42%

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2008
	2008
	2008
	2008
	2008

	NPM
	0.87%
	2.82%
	3.56%
	-0.55%
	-6.11%


Recommendations

Savings Institute Bank and Trust (Bank One) is a very weak bank compared to its opponents.  Some recommendations that this bank may benefit from in the future:

· Increase ROE
· Ways to increase ROE: increase net margin and/or asset turnover, and use borrowed capital to raise returns/leverage.
· Need to be more efficient with producing profits/returns on shareholders equity.
· Increase ROA
· Ways to increase ROA: “more money, on less investments.” 
· Increase NPM
· Ways to increase NPM: cutting unnecessary costs permanently, increasing efficiency to add the best value to your bank (business), and always focus on opportunities in the future instead of problems, because we tend to get side tracked and waste valuable time, money, and energy unnecessarily.
These little recommendations can help Savings Institute Bank and Trust’s ratios to increase over time.  They need to work on profitability/leverage in order to grow their company, and then they need to work on budgeting and using their time wisely.
Conclusion

To conclude, Savings Institute Bank and Trust has many low ratios, some that follow trends with other banks in the market and some that do not.  Through careful analysis, the bank’s performance, particularly in profitability and risk, has been revealed.  From analyzing many ratios and calculations, it has been determined that this bank needs to work on getting themselves up to at least the average of what these banks are doing.  Although there have been some tough years, this is inexcusable in comparison to what other banks percentages are.  They need to rethink, relook, and re-do some of their simple strategies to help bring some of their ratios up.
                                                              Appendix A
Bank Calculations

	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2005
	2005
	2005
	2005

	ROE
	5.51%
	10.12%
	5.09%
	4.68%

	ROA
	0.51%
	0.93%
	0.52%
	0.53%

	NIM
	3.15%
	3.12%
	2.41%
	3.01%

	NNIM
	-2.36%
	-1.69%
	-1.75%
	-2.35%

	NPM
	10.34%
	20.45%
	12.74%
	11.97%

	EM
	1083.29%
	1085.94%
	971.94%
	876.84%

	
	
	
	
	

	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2006
	2006
	2006
	2006

	ROE
	4.28%
	8.42%
	4.02%
	3.51%

	ROA
	0.38%
	0.82%
	0.39%
	0.33%

	NIM
	3.02%
	3.19%
	2.17%
	2.69%

	NNIM
	-2.31%
	-1.83%
	-1.74%
	-2.27%

	NPM
	7.03%
	16.56%
	8.10%
	6.65%

	EM
	1116.92%
	1023.01%
	1031.81%
	1050.69%

	
	
	
	
	

	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2007
	2007
	2007
	2007

	ROE
	2.11%
	9.02%
	4.39%
	3.44%

	ROA
	0.19%
	0.88%
	0.43%
	0.30%

	NIM
	2.74%
	2.91%
	2.21%
	2.51%

	NNIM
	-2.37%
	-1.59%
	-1.64%
	-2.15%

	NPM
	3.42%
	17.39%
	7.91%
	5.61%

	EM
	1125.20%
	1026.78%
	1019.22%
	1132.89%

	
	
	
	
	

	
	Bank One
	Bank Two
	Bank Three
	Bank Four

	
	18214
	29632
	18240
	30365

	
	2008
	2008
	2008
	2008

	ROE
	-4.31%
	8.96%
	-0.70%
	-0.38%

	ROA
	-0.33%
	0.88%
	-0.05%
	-0.03%

	NIM
	2.79%
	2.93%
	2.63%
	2.65%

	NNIM
	-2.34%
	-1.50%
	-1.55%
	-2.00%

	NPM
	-6.11%
	17.91%
	-0.86%
	-0.52%

	EM
	1297.56%
	1018.04%
	1472.54%
	1395.01%


Appendix B

Peer Group Calculations

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2005
	2005
	2005
	2005
	2005

	ROE
	9.08%
	6.32%
	6.09%
	5.17%
	5.51%

	ROA
	1.05%
	0.70%
	0.63%
	0.59%
	0.51%

	NIM
	3.26%
	3.30%
	2.80%
	3.01%
	3.15%

	NNIM
	-1.69%
	-2.03%
	-1.94%
	-1.96%
	-2.36%

	NPM
	21.65%
	14.65%
	14.56%
	13.21%
	10.34%

	EM
	866.36%
	902.37%
	961.70%
	876.84%
	1083.29%

	
	
	
	
	
	

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2006
	2006
	2006
	2006
	2006

	ROE
	7.32%
	6.20%
	4.88%
	4.79%
	4.28%

	ROA
	0.89%
	0.73%
	0.47%
	0.46%
	0.38%

	NIM
	3.20%
	3.01%
	2.59%
	2.69%
	3.02%

	NNIM
	-1.72%
	-2.08%
	-1.95%
	-2.08%
	-2.31%

	NPM
	16.19%
	14.39%
	9.57%
	9.08%
	7.03%

	EM
	821.89%
	851.99%
	1036.32%
	1050.69%
	1116.92%

	
	
	
	
	
	

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2007
	2007
	2007
	2007
	2007

	ROE
	5.73%
	5.43%
	5.22%
	5.15%
	2.11%

	ROA
	0.82%
	0.65%
	0.49%
	0.45%
	0.19%

	NIM
	3.13%
	2.97%
	2.49%
	2.51%
	2.74%

	NNIM
	-1.73%
	-2.11%
	-1.81%
	-1.81%
	-2.37%

	NPM
	14.76%
	12.03%
	9.23%
	8.41%
	3.42%

	EM
	694.59%
	832.26%
	1060.31%
	1132.89%
	1125.20%

	
	
	
	
	
	

	
	Peer Group 1
	Peer Group 1 (Median)
	Peer Group 2
	Peer Group 2 (Median)
	18214

	
	2008
	2008
	2008
	2008
	2008

	ROE
	0.35%
	1.23%
	2.45%
	-0.45%
	-4.31%

	ROA
	0.04%
	0.14%
	0.19%
	-0.03%
	-0.33%

	NIM
	3.05%
	2.60%
	2.71%
	2.63%
	2.79%

	NNIM
	-2.12%
	-2.19%
	-1.72%
	-1.67%
	-2.34%

	NPM
	0.87%
	2.82%
	3.56%
	-0.55%
	-6.11%

	EM
	827.15%
	863.99%
	1301.03%
	1472.54%
	1297.56%

	
	
	
	
	
	

	* Peer Group 1- consists of all banks in CT except for bank 18214.
	
	

	* Peer Group 2- consists of only banks 29632, 18240, and 30365.
	
	


PAGE  
4

