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Executive Summary

The intentions and goals of this financial study is to highlight and evaluate the most significant financial positions of a bank with theoretical analysis, reliable meanings of strengths, weaknesses, opportunities of future success and threats. The examination and critical observation of one bank will be used as a comparison to some other banks in a group and moreover in the all banking industry of Connecticut. Major highlights will point out the differences and similarities in series of ratios among financial institutions to further understand the importance business success. 
FDIC performance Reports of assets and liabilities, income and expenses of the signature bank along with other designated financial institutions will be used to calculate the series of ratios and perform this analysis with reliable findings of profitability, risk management, operation and production, and the overall capital condition.
The data and all other valued information used in this examination present a four year trend starting from 2005 to 2008. For the purpose of this study, I have chosen these collections of ratios:
Profitability Ratios:  The important market value indicators that help maintain stock value and consistent profitability. 
Risk Management: The importance of examining the banks threats day to day performance, liquidity, solvency, and long life survival. 
Operation and Production Cost Management: The key ratios of maximizing profitability and value of shareholders with efficient operating control and high employee productivity.

 Capital Evaluation: The current situation of the bank’s performance and determining long range objectives.
My findings will show that there are some similarities and differences among banks in relations to profitability and risks. A detailed look of most ratios and indicators will prove that the banks that have a greater efficiency and revenue growth have consistently maintained a low risk, less aggressive investment positions, and smaller volume service than some of their largest and toughest competitors.
Introduction
This study will compare and contrast financial institutions business performance, particular services, the overall size, internal position, risk analysis, ability to stay profitable, expertise, transformations and structure. In addition, the information reflected from the financial statements will be the road map of analyzing the success or disaster of the banks. While exploring the similarities and differences among the financial institutions especially of those closest in the peer group, will help us draw reliable conclusions and recommendations to help them increase revenues, reinvest in better business technique for future growth and pass some of this profits to stockholders as dividends. 
For this evaluation, there are 6 banks to be used as a peer group:

Naugatuck Valley Savings and Loans

Webster Bank

Putnam Bank

Savings Institute Bank and Trust Company

Prudential Bank and Trust

Peoples United Bank

Certainly all of these financial institutions have their own unique objectives. Some of them are larger firms than the others or have grown faster, some have achieved great growth fast, but they all share a common risk of economic crisis.  The study of ratios and their market evaluation will indicate where each bank stands in its business industry. In addition to the peer group, this study will follow with an evaluation of the peer group in comparison with the state of Connecticut’s financial market.  We will notice the deposit structure, top earnings, employee productivity, leverage, expansions, growth in assets and more. 

Series of Ratios
Profitability Ratios:
ROE, ROA,
Net Operating Margin
Earnings per Share
Earnings Spread
Risk Ratios:
Liquidity Risk (Purchased Funds to Total Assets)
Interest Risk (Break Even Yield)

Net interest margin
Credit risk (Nonperforming Assets to Total Loans and Leases)

(Net charge offs of Loans to Total Loans and Leases)

Operating and Production:
Operating Efficiency 
Employee Productivity 
Capital Evaluation:
Net Profit Margin
Asset Utilization
Equity Multiplier
The above evaluation criteria will give us a detailed look of the most important dimensions of the bank’s performance –profitability and risk, how efficiently they operate, investment control and how they differ from other competitors. The main financial institution analyzed is Naugatuck Valley Savings and Loans.  This bank shares some consistent values and achievements. 
Naugatuck Valley Co. 333 Church Street, Naugatuck, CT 06770 United States
Phone: 203 720-5000 
Incorporated: 1922, CT, United States 
Number of Employees: 128 (Total Full-Time as of 12/31/2008) 
Num Closing Stock Price:  As of 4/9/2009 5.99 
Market Cap 42 M 
PE Ratio -119.77 

Originally formed as a Connecticut state-chartered mutual savings and loan association in 1922 under the name Naugatuck Building and Loan. Another name change in 1951 to Savings and Loan Association of Naugatuck, Inc.   It became Naugatuck Valley Savings and Loan in 1974. 

On September, 30, 2004, the company was reorganized from a mutual savings institution to the mutual holding company form of organization. Because of the reorganization, the firm sold 3,269,881 shares of its common stock, par value $0.01 per share, in a subscription offering and issued 4,182,407 shares to Naugatuck Valley Mutual Holding Company, raising approximately $31,700,000, net of costs. Many of the proceeds were contributed to the Bank. Co. is a majority owned subsidiary of Naugatuck Valley Mutual Holding Company, a federally chartered mutual holding company. Naugatuck Valley Financial operates as a holding company for Naugatuck Valley Savings and Loan (the Bank). The Bank is a federally chartered stock savings bank which is headquartered in Naugatuck, CT. The Bank provides an extensive range of personal banking services to individual and small business customers located primarily in the Naugatuck Valley and even in the surrounding town and cities. In addition, the Bank owns the Naugatuck Valley Mortgage Servicing Corporation, which qualifies and operates as a Connecticut passive investment company pursuant to legislation. 
Resent important events:

 January 23, 2009 in NAUGATUCK, the Board of Directors of Naugatuck Valley Financial Corporation (NVSL) declared a cash dividend for the quarter ended December 31, 2008, a dividend of $.06 per share to stockholders. Payments of the cash dividend were made on March 3, 2009. This is great news for the Stockholders of the company, especially in a time where we are experiencing a financial crisis in the US economy. Naugatuck Valley Co, key priority is to maximize the value of the firm, the value of the stock and pursue future earnings.
Most Recent Reported Financial Highlights    Table 1.1
	Total Revenue
	$27,155,000

	EBITDA
	($10,000)

	Operating Income
	($878,000)

	Net Income
	($312,0000)

	Total Assets
	$535,386,000

	Current Assets
	$16,598,000

	Total Liabilities
	$489,797,000

	Current Liabilities
	$363,753,000

	Long Term Debt
	$118,421,000

	Stockholders’ Equity
	$45,589,000


As noticed, the banks’ Operating Income was recording at negative figure along with Net Income which shows that 2008 was not a profitable year for the financial institution.
Evaluation of Profitability
Prior knowledge informs us that profitability of a bank is a surrogate for stock values. This is hard to determine for most banks, especially because smaller banks that are not nationally traded in the stock market, will not be able to show directly the value of equity capital. To evaluate the success and the fall backs of these banks, we have to analyze the best indicators are some of these profitability ratios. 

Return on equity capital (ROE), Net Income/Total equity capital
Return on assets (ROA), Net income/Total assets

Net operating margin, (total operating revenues-total operating expenses)/total assets
Earnings per share (EPS), net income/common equity shares outstanding

Earnings spread, (total interest income/total earnings assets)-(total interest expenses/total interest bearing liabilities)

Each of these ratios looks at different aspects of profitability of the bank performance. 

The ROE is an important measure of the rate of return to stockholders investments in the bank.

ROA is another significant ratio indicating the banks efficiency of converting assets (banks liabilities) into profits. 

Net operating margin is also an efficiency measure that tells the public and its industry market how well the management has been able to reduce costs, control operation and grows revenue.

Earnings per share is the base indicator that measures the portion of a company's profit allocated to each outstanding share of common stock.

Earnings spread is the most traditional measure of earnings efficiency that takes a closer look at the banks important functions of borrowing and lending money. Management looks at this ratio with great concern to keep it under control because if it declines substantially, they have to look for new ways to generate fee income with better product and services.
Profitability Ratio Analysis Table 1.2
	Naugatuck Valley Savings and Loans
	
	
	
	

	
	2008
	2007
	2006
	2005

	Profitability
	
	
	
	

	ROE
	-0.65
	2.8
	2.84
	3.72

	ROA
	-0.06
	0.32
	0.38
	0.61

	Net operating margin
	-3.23
	5.98
	7.28
	13.52

	Earnings per share
	-4.4
	19.53
	19.37
	25.05

	Earnings spread
	1.44
	4.17
	2.83
	2.64


	Peer Group
	
	
	
	

	
	2008
	2007
	2006
	2005

	Profitability
	
	
	
	

	ROE
	1.81
	6.28
	8.3
	10.81

	ROA
	0.23
	1.01
	0.97
	1.15

	Net operating margin
	-12.68
	6.11
	12.98
	10.76

	Earnings per share
	-5.2
	1.06
	2.04
	2.45

	Earnings spread
	1.16
	2.89
	2.59
	3.03


	State of Connecticut
	
	
	
	

	
	2008
	2007
	2006
	2005

	Profitability
	
	
	
	

	ROE
	0.32
	5.7
	3.54
	9.05

	ROA
	0.003
	0.82
	0.89
	1.04

	Net operating margin
	0.32
	0.83
	0.96
	1.02

	Earnings per share
	0.41
	7.45
	2.47
	2.89

	Earnings spread
	1.28
	4.64
	6.06
	13.34


As we analyze this table, it is important to point out the decline of profitability in the four year trend, not only for Naugatuck Valley Savings and Loans, but also, for the peer group and Connecticut state group. The ROE and ROA show steady declines for the signature bank. The peer group seems to have experienced the same results. Clearly,  the earnings per share and the earnings spread have declined, gives us the understanding  that the firms must have taken on more risk, hopping the be profitable and more leveraged for future investments. It proves once more, Naugatuck Valley Savings and Loans, -0.65 ROE and -0.06 ROA ratios have negativly influence the firms’ net revenues and the rate of return flowing to shareholders.  2005 and 2006 were profitable for our signature bank as well as for the peer group and other competitors in the state. 
Operating revenues in 2005 and 2006 seemed to have been expanded significantly and much faster than the operating expenses which helped positively the earnings per share and gave the banks high returns on equity and revenue. The state of Connecticut bank group and the peer group in general have maintained better ratios in 2005, 2006, 2007 and all because the of the expanding economy, which pulled the public demands for financial services to high levels, and this request helped many of these banks expand, merge with some others, and even take advantage of new income and loan service opportunities.  Naugatuck Valley Savings and Loans expanded its services with new mortgage products which helped the firm in 2006-2007 raise revenues.  
In 2008, the signature bank and the peer group especially have had difficulties and major declines in the earnings per share, which suggests that the managements should have taken a closer look at the portion of assets financed by debt as opposed to equity capital, fixed cost inputs to operating earnings, very careful control of operating expenses in relations to more dollars invested of sales revenue of future net income. From the asset and liabilities statement taken from FDIC, is evident that Naugutuct Valley Savings and Loans had experienced increases in operating expenses and assets financed by debt, and indicator that shows the banks profits declined. 
The earnings spread in relation to short-term investment are negative and it gives a negative effect on net interest margin which we will see later in the analysis. Movements in the economic crises of 2007 and 2008 have had another negative effect on the investment capital.  In 2008, Naugatuck Valley Savings and Loans net operating margin is slightly above that of its peer group but way below the state group. This is not a good situation for the banks due to increases of overall operating expenses. The shareholders should also be concerned about the declining in EPS of the stock they hold with the signature bank and the peer group. Net incomes have declined substantially in 2007 and especially in 2008 for all banks. With most of these banks, as seen in the income and expense statement and asset and liabilities statement, the ones that had focused a lot in lending services, major changes were seen on the provision for loan and leases losses. These huge expenses had influenced large charge offs. 
Naugatuck outperformed the peer group in the percentage of its average assets to noninterest expenses which means that the firm had lower liabilities and a better management control of overhead costs associated with operating margin. Naugatuck profitability ratios look somewhat in a better position to the peer group and the state group. Yes, ROE and ROA declined, but when examining the whole performance, only a few weaknesses exist. Future earnings are expected to grow and the return to its stockholders to rise.
Risk Ratio Evaluation
Risk is usually the ability of the firm not being able to meet its obligations. For a financial institution, the term risk is defined as the potential uncertainty associated with generating revenues, making new customer relations, maintaining a healthy and consistent growth of net income, interest rate control, value  of stock price and more. Banks are concerned in day to day business activities to achieve high value of stock, but it is very important to pay close attention at the risks associated with achieving the financial goals and objectives. Many factors could affect the performance of the bank, especially the current economic conditions, competition, new laws and regulations, mergers and more. 

For the purpose of this examination, we use these five ratios:
Liquidity Risk (Purchased Funds to Total Assets)

Interest Risk (Break Even Yield), Interest expense to Total Assets
Net interest margin, Net interest Income / Total Assets
Credit risk (Nonperforming Assets to Total Loans and Leases) 

Credit risk (Net charge offs of Loans to Total Loans and Leases
Liquidity Risk (Purchased Funds to Total Assets) is an important ratio that is used quite often by the management to follow the conditions of the banks situation at a given time. Financial managers look closely how efficiently the bank can use its cash, maintain a healthy borrowing capacity, can it meet customers’ needs, withdrawals, loans, or any cash outs.  By maintaining a good liquidity position, the bank will have fewer needs to borrow money from other sources at higher rates. 
Interest Risk (Break Even Yield) is a rate of return to be expected on the banks investments, in  relation to interest rates and net interest margin while evaluating if the bank can fulfill  the obligations of all related costs. This ratio can also relate to market risk due to uncertainties in change value of assets, and liabilities, because of fluctuation in rates and prices. 
Net interest margin is a very important ratio that examines how successful a financial institution investment decisions are analyzed to its debt obligations. Net interest margin is a good indicator that measures the profitability of a bank's core lending and borrowing business needs.  Net interest margin is the base line importance when compared with other banks because similar lines of business, higher margins can be a sign of great management. But it could the result of riskier lending policies. Narrower margins can suggest trouble on the deposit side and a higher cost of funds. Or it could mean more conservative lending practices.

Credit Risk is a great indicator that helps management control the probability of some assets, such as loans, should they decline in value or become worthless.  Even if a small percentage of bad loans could have a huge influence on the firm’s ability to control risk. Small declines could mean total failure if the amounts of nonperforming loans and charge off increases dramatically
Risk Ratio Analysis table 1.3

	Naugatuck Valley savings and loans
	
	
	
	

	Risk ratios
	2008
	2007
	2006
	2005

	Liquidity, Purchased Funds to Total Assets
	15.53
	17.02
	19.11
	25.1

	Interest Risk, Break Even Yield
	2.63
	2.89
	2.23
	1.45

	 Interest Risk, net interest margin
	2.64
	2.51
	2.66
	3

	Credit Risk, non performing assets to total loans and leases
	0.9
	0.4
	0.9
	0.2

	Credit Risk, net charge offs to total loans and leases
	.63
	0.38
	0.44
	0.71


	Peer Group
	
	
	
	

	Risk ratios
	2008
	2007
	2006
	2005

	Liquidity, Purchased funds to total assets
	4.38
	2.96
	3.48
	3.9

	Interest Risk, Break even yield
	1.66
	2.29
	2.39
	1.6

	 Interest Risk, net interest margin
	2.17
	3.23
	2.92
	3.73

	Credit Risk, non performing assets to total loans and leases
	1.27
	0.65
	0.37
	0.41

	Credit Risk, net charge offs to total loans and leases
	0.56
	0.16
	0.09
	0.04


	State of Connecticut
	
	
	
	

	Risk ratios
	2008
	2007
	2006
	2005

	Liquidity, Purchased funds to total assets
	4.7
	3.84
	1.37
	0.58

	Interest Risk, Break even yield
	1.91
	2.46
	2.29
	1.58

	 Interest Risk, net interest margin
	3.04
	3.12
	3.2
	3.25

	Credit risk, non performing assets to total loans and leases
	1.25
	0.6
	0.37
	0.39

	Credit Risk, net charge offs to total loans and leases
	13.57
	10.8
	6.46
	4.01


Results of table show significant declines in liquidity and increase of credit risk.
Bank size is a very significant factor when analyzing this data. Naugatuck Savings and Loans is a much smaller bank that some of the other institutions of the peer group and the state group. Therefore is difficult to compare the liquidity positions.  The peer group and state group maintained a better liquidity situation because of the size of the instructions part of this comparison. The deposit structure and large volume of core deposits helped the two big groups maintained some of the liquidity in 2007 and 2008 during the economic crises. The data of these ratios shows that the signature bank and group banks experienced a moderate increase of nonperforming assets, which were over due in from since 2007 to 2008, stated in the statements provided by FDIC. 
2005 and 2006 interest risk and credit risk ratios reflect the increase of net charge offs, which prove the risks grow more in the smaller banks. The decline in net interest margin is higher in the peer group, all because the firms did not make good decisions, because interest expenses grew much greater than the returns generated by investments. The State group  performances are better than those of the signature bank and the peer group. 

Credit Risk grew substantially in the state group, from 4.01 in 2005 to 13.57 in 2008, a negative impact due to increase of charge offs.  It appears that Naugatuck Savings and Loans, and the state group increased liquidity risk were a reflection of poor purchasing new funds technique.  Break even yield and net interest margin ratios have fluctuated at smaller scales, but credit risk and liquidity are major concerns to be addressed. Smaller banks tend to be more liquid because loans are offer amount a banks least liquid assets, but Naugatuck Valley Savings and Loans in 2007 and 2008 lost its good liquidity position. The biggest financial institutions usually carry greater credit risk because of their higher loan-loss, the net charge offs to total loans and leases ratio, and as seen in the statements and from the huge increase of this ration in the peer group and state groups support this finding. 
This means that as these ratios have grown, the management team needs to calculate immediately a control plan protecting the loans that are usually the riskiest of all assets for the purpose to protect the other deposits. The Statement from FDIC reflects an increase from 2006-2008 of most banks including our signature institution in bad loans. Thus the banks need to develop new ways to defend their assets. 

Operating and Production Evaluation

For the purposes of gaining profitability and maximizing stockholders value, the financial institution has to operate its business transactions with the greatest efficiency. This means that the firm needs to reduce operating costs while increasing productivity. This can be reached with the best business plan, employee performance, training, reliable equipment, and low overhead costs. 
The following ratios are the most widely used indicators that help management stay focused to achieve the company’s goals and objectives. 
Operating Efficiency Ratio, Total operating expenses/ Total operating revenues 

Employee Productivity Ratio, Net operating income/Number of full time equivalent employees 

Operating efficiency ratio is the best measure at how the firm effectively a uses and controls its assets, to increase revenues while reducing costs.

An employee productivity ratio is the best indicator of the company’s productivity performance. To increase product sale and service the company may need to hire more employees and how many this ratio would help. This ratio also provides a better understanding at what cost or expense a company is to run its business.

Operating and Production Evaluation Table 1.4
	Naugatuck Valley savings and loans
	
	
	
	

	 Operation and production
	2008
	2007
	2006
	2005

	Operating efficiency ratio
	-8.03
	9.29
	8.47
	5.52

	Employee production ratio
	-80.8
	10.86
	10.68
	17.55


	Peer Group
	
	
	
	

	Operation and production
	2008
	2007
	2006
	2005

	Operating efficiency ratio
	2.45
	2.79
	2.4
	2.34

	Employee production ratio
	6.81
	51.14
	54.61
	59.56

	
	
	
	
	


	State of Connecticut
	
	
	
	

	Operation and production
	2008
	2007
	2006
	2005

	Operating efficiency ratio
	5.98
	2.97
	2.34
	1.57

	Employee production ratio
	17.12
	45.93
	47.17
	50.25

	
	
	
	
	


Analysis
The results of ratios on this table provide a good indication of the operating efficiency level the banks carry. 
It’s to become concern when negative operating ratio have been calculated, but the outcome came because Naugatuck Valley Savings and Loans received negative operating income for 2008, -164, and when used to calculate these two ratios, the results are negative. These ratios show that the institution did not hold a good production plan for 2008. 
 The four year trend of this analysis proves that the employee production ratio declined in all three groups. Employee expense went up from 2005-2008. The number of employees rose as shown on the FDIC statements. The number of employees grew consistently from 2005 to 2008, while production in 2007-2008 went down. 2005, 2006, 2007 of the peer group employee production ratio declined slightly due to high sales volumes. The same trend appears in the state group. 

Operating expenses grew as well, but more in the state group than signature bank. It is better to utilize all information given in the statements because these two ratios may not give the perfect picture of the banks employee production ratio since 2008 was not a very profitable year for the financial institutions. 
Although, you need to look carefully and very close when examining these ratios, but you can conclude that the company future is secure from its employee productivity ratio being at above industry average. Investor can also get an understanding and the confidence on the company’s financial health and of how it compares against it peers. These ratios in 2008 changed dramatically for all examples, and we cannot see the whole picture, but it certainly helps to prove the outcomes of 2008 financial crises.
Capital Evaluation

It is important to look at the capital structure of the bank. Three important ratios are used to evaluate the capital performance.  Managers need to pay close attention to this ratio, especially if they start to decline. The management should take fast measures to correct the decline. For example if any of these ratios, such as the EM and AU decline, the asset supported by equity capital decline and therefore the financial leverage of the institutions is affected. Because equity must absorb some losses on assets, the larger the multiplier, the more exposed the bank is and is subject to fail. On the other hand, a large multiplier could also mean high returns on stockholders. 
Net Profit Margin, (NPM), Net Income /Total operating revenues

Asset Utilization, (AU), Total operating revenues/Total assets

Equity Multiplier, (EM), Total assets/Total equity capital
The net profit margin ratio reflects the effectiveness of expense management control and service pricing policies and services. The firm can increase earnings and stockholders’ equity by controlling expenses and maximizing profits. 
The asset utilization ratio reflects portfolio management policies and services, especially when examining the yield on assets. It helps make business decisions of how to mix its funds and raise new capital or where to invest. It’s also helps at how big the institution should get or what service plan to follow. In addition, tax liability can be minimized when analysis this ratio. 

Equity multiplier reflects the management’s decisions regarding capital structure, for example what sources of funds should be used, and how much dividends to pay to stockholders, and what sources to chose to find debt or equity.

Capital Evaluation Table 1.5

	Naugatuck Valley savings and loans
	
	
	
	

	Capital Evaluation
	2008
	2007
	2006
	2005

	Net profit margin
	-1.15
	5.19
	6.38
	10.93

	Asset utilization
	-5.37
	5.4
	5.01
	4.46

	Equity multiplier
	10.46
	8.99
	8.08
	7.65

	
	
	
	
	

	Peer Group
	
	
	
	

	Capital Evaluation
	2008
	2007
	2006
	2005

	Net profit margin
	-34.72
	11.07
	15.13
	17.76

	Asset utilization
	-1.83
	2.07
	4.09
	8.82

	Equity multiplier
	9.38
	8.51
	6.17
	7.97


	State of Connecticut
	
	
	
	

	Capital Evaluation
	2008
	2007
	2006
	2005

	Net profit margin
	0.12
	0.98
	0.92
	1.03

	Asset utilization
	0.31
	0.82
	0.96
	1.01

	Equity multiplier
	8.3
	6.97
	8.24
	8.68

	
	
	
	
	


Analysis
The content on this table shows that in 2008, Naugatuck Valley savings and loans and the peer group had negative net profit margin. Net income and total revenues dropped dramatically from 2007 to 2008. There were some consistent record for the state group from 2005 to 2007, but in 2008 a sharp decline to .12. The outcomes of net profit margin are related to the results we received for ROE. The lowest earnings for ROE were 2008 as well. 
The main banks and peer group slight decline in net profit margin more than offset the huge decreases of their asset utilization ratio. The equity multiplier change was also due because of change in market interest rates of 2007-2008. The equity multiplier was low in 2005 in comparison to 2008 because equity capital increased due to good profits in the time where the government assisted the financial institutions to use more equity and less debt to finance their purchased assets. FDIC statements show that some of the banks used new fee based services rather that new loans to increase revenue, this helped them maintain a good position.
In general, a good banks performance depends how honest the institution conducts business, true fair reporting of assets (banks liabilities), expenses, operating costs, revenue, profits, stockholders equity and more. All investors and business observers need to see the clear picture only when the information provided is reliable and accurate to the accounting a regulations guidelines.  
Conclusion
The ROE, ROA, Net profit margin, Asset Utilization and Risk ratios recognized that the earnings performance  of Naugatuck Valley Savings and Loans,  Peer group and the State group had satisfactory results in 2005-2007 because of  high loan yields,  profitable fee income product and services, and  low operating cost.  It also proved that the quantity and trend of earnings increased consistently from 2005 to 2007 mainly due to high operating efficiency and employee productivity. In 2008, profit earnings were actually lower than 2007 due to many other factors such a decline in interest income, and net operating margin.    In addition, earnings were negatively affected mostly because of the major problem of loans and the need to increase the ALLL to adequate levels to meet the banks requirements. Naugatuck Valley Savings and Loans noncurrent loans and leases increased from $294 in 2005 to $2677 in 2008. Peer group increased from $88,887 in 2005 to $346,516 in 2008, while the   state group increased from $ 152,716 in 2005 to $ 650,446 in 2008. 
The ROE and ROA verifies that asset quality was not satisfactory and that credit risk increased dramatically in 2008.  Total asset grew in great percentages from 2005 to 2008 especially for our signature bank, from $348,937 in 2005 to $532,853 in 2008 and the state group, from $ 30,155,638 in 2005 to $40,003,450 in 2008, along with deposit amounts. The ROE, ROA and net profit margin declined in 2008 simply a result of bad loan policies, possible weak underwriting techniques, along with a negative assets performance, high nonperforming assets averages, wrongful  loan growths,  and ignoring the  risk limits for the numerous concentrations of credit.  Earnings per share, Earnings spread and Net interest margin declined consistently from 2005 to 2008 in all groups. 
The ROE, ROA, Net profit Margin, Asset Utilization and equity multiplier ratios determine that their assessment of capital was based on the high-risk profile of the banks and because of the low risk management control.  The ROE especially in this evaluation validates the burden of providing negative equity value to stockholders as a result of negative net income. The peer group experienced significant changes of net income from $347,283 in 2005 to $-90,929 in 2008, and net operating income huge declines from$ 336,021 in 2005 to $51,045 in 2008. Not a good position for the group to be in its business operations.
The risk management weaknesses of the Peer group and State group  which have been analyzed in this project help establish a better category of the banks performances,  importance in asset quality,  increased operation and production control, and the overall capital conditions.
Recommendations
The quality of management is a best and most important element in the operations of a bank and is probably the only element used to plan, control, set up objectives and goals to maximize profits, shareholders equity and indentify  the risks associated with the business operations.  The bank's actions should be to strengthen the risk management structure associated with new the acquired loans and services to help the firm better conduct its operation and respond to changing business conditions.  These practices should serve as a great tool to supports any financial institution during periods of economic crises, and better for see the increase of bank's size, complexity, and risk profile.  

After evaluating the FDIC financial statement, Banks performances and financial ratios, my conclusion determines these important recommendations;
The institutions should put to place a more effective loan portfolio and risk management control in relation to ROE and Net Profit Margin,
Better control ALLL accounts, 
Set up an internal loan review department to carefully examine each application or product accurately identify the proper risk if any associated with the credit relation.
In addition, they should set up a designated action plan to apply the proper policies and regulatory guidelines for adequate ALLL accounts to four see the quality of loans.
Moreover, the institutions should set up limits and stronger terms to protect their investments and capital.
Major changes in charge offs and recovery practices to better support the risks of future lending’s.
Increase level of productivity; look at new fee income opportunities. 
Increase deposit accounts by offering better product and services than its competitors. 

Reduce interest expense and credit risks. 

Naugatuck Valley Savings and Loans is a small size bank and when compared with the peer group and the state group, it shows to be at a better financial position. From 2005 to 2008, the bank was profitable and shareholders equity consistently grew in great averages. Clearly, the economic crises of 2008 had a negative impact for this institution. It negatively affected the net profit margin, increased banks liabilities, reduced employee production and operating efficiency. The bank is still strong and future success lies ahead. There are some great potential in Connecticut for the financial industry. 
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