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4.4. Hypothesis Test

Wald test have been used to test the multiple hypothesis. The null hypothesis is

rejected with p-value of zero to four decimal places.

Table 23: The hypothesis test for the coefficient of the independent variables
Wald Test:

Equation: EQ0120022011FINAL

Test Statistic ~ Value df Probability
F-statistic 16426.72 (6, 6) 0.0000
Chi-square 98560.33 6 0.0000

Source: EViews output of the hypotheisis test(Wald test)

The null hypothesis says that the coefficient of independent variables on the right
hand side is zero, that means the independent variables have no effect on the
dependent variable, total deposit of commercial banks. The alternate hypothesis is
therefore the coefficient of independent variables are different from zero, that is the
independent variables have effect on the dependent variable, total deposit of
commercial banks. Therefore the rejection of the null hypothesis shows that the
coefficient of variables on the right hand side are different from zero, i.e. independent
variables have effect on the dependent variable. Deposit rate, inflation rate and branch

expansion positively affects the total deposit of commercial banks.

4.5. Summary of Research Findings

The research on the title of: Factors determining commercial banks deposit: An

empirical study on commercial bank of Ethiopia, had go through both descriptive and
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empirical analysis. As a result of the analysis and interpretation, the following are the

summary of the findings.

7
0’0

Commercial bank of Ethiopia mobilize its funds from the government
budget(since the shareholders of the bank is government), from profit of its
operation and deposit of the customers.

Among the three kinds of deposits(demand deposits, fixed deposits and saving
deposits), saving deposit is a mainly used by the bank and its customers.

The minimum interest rate on saving deposit is fixed by NBE. Commercial
banks of the country can provide interest above the minimum interest fixed by
NBE as method of competition but cannot provide less than the minimum
interest rate.

CBE claims service Excellency, good will of the bank, branch expansion,
promotional effort, awareness creation and coupon prize as the opportunities
and efforts the bank is using to attract depositors. Beyond these the bank did
not use other mechanism, such as adding deposit rate, to increase its deposit.
Convenience of bank’s office, transportation, hard work of employees,
awareness of the society and other reasons are claimed to be the cause for
deposit volume variation among commercial banks. However awareness of the
society and transportation founded to become the main reason.

The main costs attributed to deposit mobilization are the cost of time spent by
the banker to mobilize deposit and the cost of postage and telecommunications.
In addition the cost of time spent by credit analyst to examine loans, the cost of
stationary and office supplies and advertising and publicity cost are all related

to deposit mobilization.
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The undertakings of promotional effort and awareness creation campaign is
effective in mobilizing deposit.

Number of branches available has positive and significant effect on total
deposit of CBE.

Inflation rate has positive insignificant effect on total deposit of commercial
bank of Ethiopia(CBE).

Deposit rate has positive insignificant effect on total deposit of commercial
bank of Ethiopia(CBE).

The hypothesis test result rejects the null hypothesis at 1% significant level,
that shows all the independent variables( deposit rate, inflation rate and

number of branches) has an effect on total deposit of commercial banks.
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Chapter Five

Conclusion and Recommendation

5.1. Conclusion

Given the summary result of descriptive and empirical analysis, the study had

concluded the following to commercial banks by taking CBE as evidence of the study.

\J
R4

+

The main source of capital for commercial banks is deposit. Although banks
can use other source of funds such as shareholders equity, from the profit of its
operation or any other business undertakings the most useful source of capital
is deposit.

Among the kind of deposits saving deposits are mostly used by commercial
banks and their customers. That is from the deposit available in the banks the
largest proportion is saving deposit which is fixed interest bearing deposit.
Commercial banks of Ethiopia can add deposit rate for competition purpose,
however the minimum interest rate is fixed by the national bank.

Service Excellency, good will of the bank, branch expansion, promotional
effort, awareness creation and coupon prize can be an opportunities that the
bank obtains from its environment and efforts that the bank can do to mobilize
more deposits.

The commercial banks can mobilize more deposit when they have convenient
office, good transportation access, hard working employees and society who
are aware of the banking system.

Deposit mobilization become simpler if commercial banks become preferable

than other commercial banks and grow their market share.
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Commercial banks incur the following costs to mobilize deposits:-

» Cost of time spent by the banker to mobilize deposit

.> Cost of postage and telecommunication

» Cost of time spent by credit analyst to examine loans

» Cost of stationary and office supplies and advertising and publicity cost.
Promotional effort and awareness creation campaign had an impact on deposit
mobilization.
Branch expansion is an important strategy for deposit mobilization, it
significantly increases deposit. Although it is insignificant, deposit rate and
inflation rate can increase commercial bank’s deposit in Ethiopia. Therefore,
branch expansion, inflation rate and deposit rate have positive impact on

commercial banks’ deposit.

5.2. Recommendations

Based on the research findings and conclusions the followings are recommended for

commercial banks of Ethiopia as a way to mobilize more deposits than before.

4
0..

Since the main source of funds for commercial banks is deposit the bank
should give due emphasis to its deposit and strive to increase it.

The bank should provide excellent service for its customers to mobilize more
deposits. Incentives such as coupon prizes are also effective for deposit growth.
[n addition commercial banks should go through promotional effort and
awareness creation campaign to have well informed society who have
awareness of the banking system who are interested in keeping their money in
banks. Moreover, commercial banks should use their good will to attract
depositors and for those that do not have good will it is recommended that

banks should build good will to be acceptable for the society.
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Commercial banks should have convenient office environment with hard
working employees to attract depositors. Since transportation matters the bank
should also make transportation simpler for depositors by providing the service
near to the customers.

Commercial banks should also control the customers’ preference and compete
with other commercial banks to attract more depositors in turn to mobilize
more deposits through controlling the market or through expanding their
market share.

There are costs incurred by commercial banks for deposit mobilization.
Therefore, commercial banks should use this cost effectively to mobilize
deposit.

Since deposit rate has positive effect on commercial bank deposit, banks
should increase the deposit rate if their plan is to mobilize more deposit than
before.

Since branch expansion has positive and significant effect on total deposit of
commercial banks, commercial banks should also expand their branches in

order to increase their deposit.

For further research

In this study in title: Factors determining commercial banks deposit: An empirical

study on commercial bank of Ethiopia had studied and some recommendations are

made based on the findings and conclusions. However, commercial banks should not

only mobilize more deposit but they should invest those deposits on profitable

investments. Therefore, investment opportunities of commercial banks through their

deposit can be studied in the future. In that commercial banks found simpler to invest

their deposit which is mobilized through techniques recommended in this study.
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Appendix 1
Addis Ababa University
School of Business and Public Administration
Master of Business Administration

Interview Questions

How does Commercial Bank of Ethiopia mobilize funds? Equity or
Debt/Deposit? Which one has large proportion? Which one of the two do you
think is much more expensive?

Who fixes the interest rate on deposits in Commercial Bank of Ethiopia?
Regulation of National Bank of Ethiopia ]

Market forces (demand and supply of financial market) )
Reserve in National Bank of Ethiopia )

Other reason (if there is)

Would you explain the practice of deposit mobilization by Commercial Bank
Of Ethiopia in relation with other commercial banks in the country? What
techniques does the bank use to mobilize deposits? What is the difference from
other banks of the country?

Are there a time in which Commercial Bank Of Ethiopia faces financial,

economic, political and social shocks that affected the volume of deposits of
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the bank? What where the shocks and how did they affect the volume of the
deposit?
5. Is Commercial Bank of Ethiopia is mobilizing enough deposits, currently? is

there a time in which the bank lacks liquidity to lend it to the customers?
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Appendix 2

Addis Ababa University

School of Business and Public Administration

Master of Business Administration

These questionnaire is prepared to gather data from the employees of commercial
bank of Ethiopia to be an input for the accomplishment of MBA thesis on the title of
Factors Determining Commercial Bank Deposit: An empirical study on Commercial

Bank of Ethiopia.

I. Personal Information

1. Sex

Female [—— ) Male )
2. Marital status

Married ) Single C_ )

Divorced ) Other )
3. Age

Below25years () 26-35 years C__ )
36-45 years C— ) 46 and above )

4. What is your position in Commercial Bank Of Ethiopia?

Branch manager )
Customer service manager L)
Accountant ]
Auditor S
General cashier )

)
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II.

Loan officer

C—

Customer service officer

Other position in the bank

Work experience in commercial bank of Ethiopia:

Below five years C_ )
6-15 years 73
16-25 years

C—

26 and above years

. Beyond your position as employee of commercial bank of Ethiopia, are you

the customer of the bank/Do you deposit your money in commercial bank of
Ethiopia?

Yes. (3 No ()

General Information

- Mostly where does the commercial bank of Ethiopia collecting its deposits?

Individual customers C_
)

)
I

Business organizations
Government
All

Is the volume of deposit different among Commercial Bank Of Ethiopia

branches?

Yes (3 No [
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3. What is the cause for the difference in deposit mobilization among the

commercial bank of Ethiopia?

Convenience of bank office(type of building) C—)
Transportation(Roads and vehicles) C_ )
The hard work of the employees C__ )

Awareness of the society )
Office furniture, cheque book, vouches, pay slips etc. C—)

Other reasons 3
4. From the record we knew that, the total deposit of Commercial Bank Of
Ethiopia is growing, what is the reason?
Societies” preference for commercial bank deposit than other investment C ™

Commercial Bank Of Ethiopia have larger market share )

The service given by the bank )
Other reasons 1

5. Which of the following transaction or intermediation cost affect the volume of
deposit in Commercial Bank Of Ethiopia?
The cost of time spent by the banker to mobilize deposit ™
The cost of time spent by credit analyst to examine loans )

The cost of postage and telecommunication with depositors ™)

The cost of stationary and office supplies C_ )
The advertising and publicity cost )
Motor vehicle running costs )

6. Does Commercial Bank Of Ethiopia mobilizing deposits at lower possible
costs?
R — No —
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7. Which of the following affects the volume of deposits in commercial bank of
Ethiopia? —
Economic environment of the country
The volume of business transactions of the country 7
The confidence of the people on Commercial Bank Of Ethiopia (____)
The banking habit of the people )

8. What is done in Commercial Bank Of Ethiopia to promote awareness of the

society pertaining to banking services?

9. Do you think that volume of deposits grow after the awareness creation?

Yes ([ ) No 1

10. What special service does the bank provides for depositors?

)
3

Prize for the depositors

Offering insurance premium

The bank selects the portfolio of financial investment for depositors (]

Facility of purchase from recognized dealers )
11. Is there any services given by Commercial Bank Of Ethiopia for the depositors,

other than services mentioned in question number ten?
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12. Does the volume of deposits grow because of such promotional effort

provided for the customers?

Yes () No (]

Thank You for Your Cooperation to Fill The Questionnaire

88



Factors determining commercial bank deposit

Appendix Three

Heteroskedasticity test output

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.742934  Prob. F(5,6) 0.6191
Obs*R-squared 4.588529  Prob. Chi-Square(5) 0.4681

Scaled explained SS  1.123755  Prob. Chi-Square(5) 0.9520

Test Equation:

Dependent Variable: RESID"2
Method: Least Squares

Date: 06/18/12 Time: 20:28
Sample: 2000 2011

Included observations: 12

Variable Coefficient ~ Std. Error  t-Statistic  Prob.
C -0.212746  1.392813 -0.152745  0.8836
LNBR 0.066234  0.259715 0.255026  0.8072
INFRATE -0.002487  0.001766 -1.408558  0.2086
DR -0.016526  0.017143 -0.963978  0.3723
D2002 -0.108579  0.074164 -1.464032 0.1935
D2011 -0.060424  0.199551 -0.302799  0.7723
R-squared 0.382377 Mean dependent var  0.035486

Adjusted R-squared -0.132308 S.D. dependent var  0.051880

S.E. of regression 0.055205  Akaike info criterion -2.648671
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0.018286 Schwarz criterion -2.406217
21.89202 Hannan-Quinn criter. -2.738436
0.742934 Durbin-Watson stat  2.158808

0.619096
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Appendix Four

Autocorrelation output

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.109714  Prob. F(2,4) 0.8987

Obs*R-squared 0.624051 Prob. Chi-Square(2) 0.7320

Test Equation:

Dependent Variable: RESID
Method: Least Squares
Date: 06/18/12 Time: 20:29
Sample: 2000 2011

Included observations: 12

Presample missing value lagged residuals set to zero.

Variable Coefficient Std. Error  t-Statistic ~ Prob.
C -2.258540  9.354831 -0.241430  0.8211
LNBR 0.408200 1.730050 0.235947  0.8251
INFRATE 0.001088 0.010516  0.103437  0.9226
DR 0.018290  0.109914  0.166405  0.8759
D2002 0.064509  0.449536 0.143502  0.8928
D2011 -0.160266  1.200522 -0.133497  0.9002

RESID(-1) -0.346590  0.759121 -0.456568 0.6717

RESID(-2) -0.216104  0.748185 -0.288838  0.7871

R-squared 0.052004 Mean dependent var -6.37E-16

91



Factors determining commercial bank deposit

Adjusted R-squared -1.606988 S.D. dependent var  0.196754
S.E. of regression 0.317682  Akaike info criterion 0.779191
Sum squared resid ~ 0.403688 Schwarz criterion 1.102462
Log likelihood 3.324853 Hannan-Quinn criter. 0.659505
F-statistic 0.031347 Durbin-Watson stat ~ 2.205342

Prob(F-statistic) 0.999862
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Appendix Five

Hypothesis test
Wald Test:

Equation: EQ0120022011FINAL

Test Statistic Value df  Probability
F-statistic 16426.72 (6, 6) 0.0000
Chi-square 98560.33 6 0.0000

Null Hypothesis Summary:

Normalized Restriction (= 0) Value  Std. Err.
C() 6.239762 6.721371
C(2) 3.350622 1.253320
C(3) 0.008870 0.008522
C4 0.010742 0.082730
C(5) 0.098872 0.357900
C(6) -1.331562  0.962986

Restrictions are linear in coefficients.
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