










































































































































































































































































The findings also suggested that as inflation is not a determinant of banks’ profitability in
Ethiopia -as far as the parameter for this variable is insignificant as illustrated by the large
p-values of 0.758. In terms of inflation impact on ROA, previous studies of Demirguc-
Kunt & Huizinga, 1999 showed a positive result and this implies that during the period of
the study, inflations was anticipated which gave banks the opportunity to adjust the
interest rates accordingly, resulting in revenues that increased faster than costs, with a
positive impact on profitability. However, the result of this study clearly shows as
inflation has a negative impact on profitability and statistically not significant
determinant of Ethiopian banks profitability. This is because of the existence of a lower
real interest rate which is obviously lower than the real inflationary rate, resulting in costs
increased faster than revenues. Surprisingly, as per the result of the interview currently
despite of a high inflation rate that exists in the country the amount of deposit deposited
by customers is increasing from time to time. As a result the result of both the regression
and interview clearly reveals as Ethiopian banks profitability is not influenced by

inflation.

This chapter discussed the analysis of the results of multiple linear regressions model and
in-depth interviews jointly. From the above data analysis Ethiopian banks profitability are
highly affected by bank-specific (internal) factors than that of external one. That means
except liquidity risk all the bank-specific factors included in this study are proved as they
were the major determinants of Ethiopian banks profitability. On the other hand, among
the external variables included in this study the only factor that can affect Ethiopian
banks profitability is GDP. Thus, next chapter will discuss the conclusions and

recommendations of the study.
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Chapter 6 Conclusions and Recommendations

The previous chapter presented the analysis of the findings, while this chapter deals with
the conclusions and recommendations provided based on the findings of the study.
Accordingly this chapter is organized into two subsections. The first section presents the

conclusions where as the second section presents the recommendations.

6.1. Conclusions

This study aims to identify the main bank-specific, industry-specific and macro-economic
factors that can affect Ethiopian banks profitability and to what extent these determinants
exert impact on Ethiopian banks profitability. In doing so, previous studies on bank
profitability have been reviewed and it is summarized that the profitability of bank is
usually expressed as a function of internal and external determinants. The internal
determinants refers to the factors originate from bank accounts (balance sheets and/or
profit and loss accounts) and therefore could be termed micro or bank-specific
determinants of profitability. The external determinants are variables that are not related
to bank management but reflect the economic and legal environment that affects the
operation and performance of financial institutions. Empirical results from previous
studies conclude that internal factors explain a large proportion of banks profitability;

nevertheless external factors have also an impact on the performance.

A number of explanatory variables have been proposed for both categories, according to
the nature and purpose of each study. Studies dealing with internal determinants employ
variables such as size, capital, asset quality, income diversification or costs etc while for

external determinants, several factors have been suggested as impacting on profitability
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and these factors can further distinguish between control variables that describe the
macroeconomic environment, such as inflation, interest rates and economic growth, and
variables that represent market characteristics. The latter refer to market concentration,

industry size and ownership status.

Based on the review on previous studies and banking area theories, the present study
investigated the impact of some selected bank-specific, industry-specific and macro-
economic factors on the profitability of the Ethiopian banking industry over the period of
2000 to 2011. The bank-specific factors that were used in this study include variables
such as capital, liquidity risk, size, income diversification, asset quality, operational
efficiency. On the other hand in this study only one industry-specific variable and two
macroeconomic conditions indicator variables were employed (concentration, GDP and
inflation). To comply with the objective of this research, the paper is primarily based on
quantitative research method which is supplemented by qualitative one. The quantitative
data were mainly obtained from NBE and MoFED through documentary analysis in order
to identify and measure the determinants of banks profitability. In specific, multiple
regression analysis is adopted to mt.easure the effect of determinants on banks profitability
quantitatively. On the other hand, qualitative data were collected through unstructured

interview conducted with Ethiopian commercial banks finance managers.

For testing the research hypotheses, a sample size of eight Ethiopian commercial banks
were selected and the necessary financial data were collected for the time period of 2000

to 2011.
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The empirical findings on the impact of bank profitability in Ethiopia for the sample

suggest the following conclusions.

First, as ¢xpected, the result showed a positive relationship between capital strength and
profitability with strong statistical significance. The coefficient of the ratio CAP is
relatively high compared with other variables, showing that an increase in capital strength
will result in increased profitability. This is in line with the expectation as a bank with a
sound capital position is able to pursue business opportunities more effectively and has
more time and flexibility to deal with problems arising from unexpected losses, thus

achieving increased profitability.

Second, again as expected, the result showed a negative relationship between operational
efﬁciency and profitability with strong statistical significance. This shows that as
minimizing commercial banks operating costs in Ethiopia would certainly improve the

banks performance.

Third, the result showed a positive relationship between income diversification and
profitability as expected with strong statistical significance. The coefficient of the ratio
IDV is relatively the highest compared with other variables, showing that an increase in

noninterest income will result in increased profitability.

Fourth, the natural logarithm of total assets has a positive impact on ROA with weak
significance coefficient. This indicates that as larger banks of the country experience

more significant increases in profitability through economies of scale.
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Fifth, the ratio of nonperforming loans to total loans has a negative impact on ROA with
statistical significance. This implies that higher level of nonperforming loans results in

lower profit, which is in line with the expectation.

Lastly, the GDP growth also has statistically significant and positive relationship with
profitability. On the other hand, liquidity, concentration and inflation are factors that have
little or no impact on the profitability of Ethiopian banks in this model as far all those

variables were not significant even at 10% significance level.

Besides, variables such as loan, deposit, lack of innovative products and fear of risky
investments by banks themselves are also considered as possible internal factors that can
affect Ethiopian banks profitability. Moreover, external variables such as the countries
tax system, technology, government regulation, exchange rate, absence of active
secondarﬁr stock market, increasing level of competition and lack of awareness by the
public in relation to saving also contributes their own share for the existence of good or

bad performance of banks in the country.

In the Ethiopian banking industry, as per the result of descriptive statistics there was
excess liquidity ratio. Almost all the banks had excess liquidity ratio which is above the
liquidity requirement set by the NBE. This shows as the Ethiopian banks are still
underutilized their capacity as far as they prefer to maintain higher liquidity position
rather than putting it on different investments or providing it to customers in the form of
loan which in turn results in an increase in their profitability. This was more specifically
exaggerated in the large government owned bank, CBE. In contrary to this the result of

the interview indicated the existence of a very serious liquidity problem in the Ethiopian
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banking industry, particularly in the case of private banks which may result from some
regulations imposed by the government like the credit cap and the forced investment on
bonds which amounts 27% of their total loan i.e., both these regulations are exercised on
private banks only. To conclude both the results obtained in relation to liquidity are

affecting the Ethiopian banks profitability negatively.
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6.2 Recommendations

Based on the findings of the study the following possible recommendations were

forwarded;:

Bank’s capital strength, operational efficiency, non-interest income, bank size, level of
nonperforming loan, and GDP growth rate are significant key drivers of profitability of
commercials banks in Ethiopia. Indeed focusing and reengineering the institutions
alongside these indicators could enhance the profitability as well as the performance of

the commercial banks in Ethiopia.

The explanatory powers of bank-specific variables are far more important in explaining
the variability in ROA for commercial banks in Ethiopia than external variables. But
among the external factors included in this study GDP growth rate exists as a significant
key drivers of profitability of Ethiopian banks. This is a clear signal to all commercial
banks in Ethiopia that they cannot ignore the macroeconomic indicators when
strategizing to improve on their profits or performance. Thus, banks in Ethiopia should
not only be concerned about internal structures and policies, but they must consider both
the internal environment and the macroeconomic environment together in fashioning out

strategies to improve their performance or profits.

As far as lack of innovative products and fear of risky investments by banks themselves
are also factors that can affect Ethiopian banks profitability negatively, Ethiopian banks
should try their best in order to provide new banking services and to participate in risky

investment areas which may in turn increases their profitability significantly.
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Government regulation which forced private banks solely to make investment on bonds
that amounts about 27% of the total loans provided by the bank to customers is currently
affecting the Ethiopian private banks liquidity in general. So the government needs to
revisit its policy or it should take some corrective actions like paying at least equal
interest with that of the deposit in order to enhance the performance of the sector in

general and the profitability in particular.

Finally, the study sought to investigate the factors that influence profitability of
commercial banks in Ethiopia. However, the variables used in the statistical analysis did
not include all factors that can affect Ethiopian banks profitability. Thus, future research
could incorporate external factors such as government regulation, ownership and

exchange rates.
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Appendices

Appendix —I: Tests for the Heteroskedasticity Test:

White

Heteroskedasticity Test: White

F-statistic 1.274416 Prob. F(54,41) 0.2106
Obs*R-squared 60.15904 Prob. Chi-Square(54) 0.2627
Scaled explained SS 49.98005 Prob. Chi-Square(54) 0.6301
Test Equation:
Dependent Variable: RESID*2
Method: Least Squares
Date: 06/01/12 Time: 16:33
Sample: 1 96
Included observations: 96
Variable Coefficient Std. Error t-Statistic Prob.
Cc 0.015824 0.011611 1.362839 0.1804
CAP -0.015799 0.018748 -0.842707 0.4043
CAP"2 -0.001093 0.007693 -0.142072 0.8877
CAP*CIR -0.000879 0.000974 -0.902729 0.3719
CAP*IDV 0.014736 0.034421 0.428116 0.6708
CAP*LIQ 0.001767 0.004952 0.356810 0.7231
CAP*SIZE 0.000553 0.000764 0.724711 0.4727
CAP*ASQ 0.000937 0.005744 0.163118 0.8712
CAP*HHI 0.006597 0.004233 1.5568632 0.1268
CAP*GDP 0.002954 0.010375 0.284687 0.7773
CAP*INFL -0.001250 0.002876 -0.434753 0.6660
CIR 0.001697 0.002105 0.806298 0.4247
CIR"2 1.50E-05 6.08E-05 0.245824 0.8070
CIR*IDV 0.001295 0.003979 0.325344 0.7466
CIR*LIQ -0.001004 0.000738 -1.359594 0.1814
CIR*SIZE -5.51E-05 8.71E-05 -0.633165 0.5301
CIR*ASQ -4, 65E-05 0.000293 -0.155120 0.8775
CIR*HHI -0.000523 0.000446 -1.171227 0.2483
CIR*GDP 0.002127 0.000848 2.507747 0.0162
CIR*INFL -0.000837 0.000397 -2.107965 0.0412
IDV -0.052770 0.050111 -1.053061 0.2985
IDVA2 -0.055845 0.071847 -0.777275 0.4415
IDV*LIQ -0.006515 0.015018 -0.433793 0.6667
IDV*SIZE 0.002408 0.001792 1.344116 0.1863
IDV*ASQ 0.005597 0.016830 0.332549 0.7412
IDV*HHI 0.004414 0.020593 0.214325 0.8314
IDV*GDP 0.016304 0.032803 0.497047 0.6218
IDV*INFL -0.010559 0.011177 -0.944699 0.3503
LiQ 0.005128 0.005440 0.942691 0.3514
LiQAr2 0.000793 0.001433 0.553669 0.5828
LIQ*SIZE -0.000182 0.000212 -0.854885 0.3976
LIQ*ASQ -0.000218 0.001774 -0.122759 0.9029
LIQ*HHI -0.001317 0.001883 -0.699632 0.4881
LIQ*GDP -0.005832 0.004739 -1.230552 0.2255
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LIQ*INFL 0.000890 0.001398 0.636755 0.5278

SIZE -0.001184 0.000842 -1.407307 0.1669

SIZE*2 2.28E-05 1.55E-05 1.475438 0.1477

SIZE*ASQ 0.000179 0.000228 0.783466 0.4379

SIZE*HHI 0.000161 0.000205 0.784446 0.4373

SIZE*GDP 0.000481 0.000694 0.692783 0.4924

SIZE*INFL -0.000221 0.000116 -1.900487 0.0644

ASQ -0.003905 0.005957 -0.655461 0.5158

ASQ"2 -0.001172 0.001233 -0.950908 0.3472

ASQ*HHI 0.000948 0.002240 0.423271 0.6743

ASQ*GDP 0.001009 0.001981 0.509431 0.6132

ASQ*INFL -0.001350 0.000996 -1.355128 0.1828

HHI -0.006125 0.006953 -0.880866 0.3835

HHIA2 0.001435 0.002642 0.542937 0.5901

HHI*GDP 0.010906 0.012627 0.863692 0.3928

HHI*INFL -0.002616 0.002955 -0.885359 0.3811

GDP -0.018460 0.018902 -0.976619 0.3345

GDP*2 0.011266 0.020127 0.559748 0.56787

GDP*INFL 0.003028 0.007344 0.412290 0.6823

INFL 0.007034 0.003277 2.146359 0.0378

INFLA2 -0.002082 0.001595 -1.305043 0.1992

R-squared 0.626657 Mean dependent var 3.00E-05

Adjusted R-squared 0.134936 S.D. dependent var 4.35E-05

S.E. of regression 4.04E-05 Akaike info criterion -17.09957

Sum squared resid 6.70E-08 Schwarz criterion -15.63041

Log likelihood 875.7794 Hannan-Quinn criter. -16.50571

F-statistic 1.274416  Durbin-Watson stat 2.086140
Prob(F-statistic) 0.210556
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Appendix-II: Regression Results For Factors affecting Bank Profitability

Dependent Variable: ROA

Method: Panel Least Squares

Date: 06/01/12 Time: 16:37

Sample: 2000 2011

Periods included: 12

Cross-sections included: 8

Total panel (balanced) observations: 96

Variable Coefficient Std. Error t-Statistic Prob.

C -0.051195 0.047981 -1.066973 0.2892
CAP 0.107711 0.022171 4.858224 0.0000
CIR -0.014724 0.002021 -7.284031 0.0000
IDV 0.248037 0.103644 2.393173 0.0191
LIQ -0.012384 0.010200 -1.214063 0.2283
SIZE 0.003457 0.001914 1.806319 0.0747
ASQ -0.022276 0.009456 -2.355872 0.0210
HHI 0.003998 0.014494 0.275843 0.7834
GDP 0.041652 0.017295 2.408272 0.0184
INFL -0.002100 0.006777 -0.309865 0.7575

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.839368 Mean dependent var 0.032127
Adjusted R-squared 0.806835 S.D. dependent var 0.012820
S.E. of regression 0.005634 Akaike info criterion -7.360602
Sum squared resid 0.002508 Schwarz criterion -6.906498
Log likelihood 370.3089 Hannan-Quinn criter. -7.177046
F-statistic - 25.80041 Durbin-Watson stat 2.005560
Prob(F-statistic) 0.000000
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Appendix- III: Ratio Data

Year
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2000
2001
2002

Bank
CBE
CBE
CBE
CBE
CBE
CBE
CBE
CBE
CBE
CBE
CBE
CBE
CBB
CBB
CBB
CBB
CBB
CBB
CBB
CBB
CBB
CBB
CBB
CBB
DB
DB
DB
DB
DB
DB
DB
DB
DB
DB
DB
DB
AIB
AlB
AIB

ROA
0.031269
0.009912
0.022894
0.029587
0.017408
0.023787
0.031242
0.026924
0.037052
0.045715
0.03785
0.037089
0.00308
0.007231
0.008351
0.014862
0.006623
0.014192
0.043962
0.04288
0.048077
0.040895
0.041429
0.035093
0.020809
0.032727
0.026245
0.018584
0.029137
0.028363
0.040695
0.042708
0.042534
0.036166
0.037076
0.042974
0.030303
0.019846
0.017080

CAP
0.065
0.061
0.037
0.053
0.054
0.043
0.042
0.097

0.09
0.085
0.075
0.055
0.071

0.07

0.08
0.084

0.08

0.06

0.09
0.112

0.11
0.104
0.101
0.104
0.089
0.085
0.082
0.065
0.064
0.071
0.085

0.09
0.093
0.093
0.091
0.095
0.124
0.125

0.12

CIR
0.292011
0.302425
0431217
0.315327
0.430615
0.387833
0.333929
0.625641
0.305139
0.190722
0.33357
0.236196
2222022
1.133333
2
0.772727
1391304
0.913043
0.288462
0.404412
0.422764
0.551724
0.564885
0.796748
1136364
1111111
0.837209
0.733333
0.606383
0.669725
0.507538
0473684
0446023
0.570621
0.526652
0479134
0.62963
1
1.166667

Size
23.71036
23.79081
23.82092
23.90962
24.05458
2422488
2430258
24.49501
24.64357
24.80775
25.02985
2546179
20.69692
20.69074
20.68036
20.66352
20.7787
21.32867
21.30938
21.35931
21.5954
21.6757
21.87447
21.97746
20.57824
20.81858
21.11935
21.4119
21.70796
21.95291
2223751
22.52184
22.7811
22.99879
23.23716
23.40839
20.44751
20.62565
20.82943

96

ASQ
0.2644
0.3377
0.5209

0.535

0.3768
0.2752
0.2245
0.1452
0.0533
0.0366
0.0188
0.0086

0.137
0.4812
0.4155

0.4009
0.3547
0.2776
0.1942
0.1706
0.1556
0.1145
0.0656
0.0681
0.1595
0.1092
0.1422
0.0889
0.0744
0.0672
0.0621
0.0595
0.0589
0.0739

0.03

0.0338

0.3027
0.205
0.3402

DV
0.01614
0.016474
0.018875
0.02595
0.021019
0.02231
0.027086
0.028005
0.028384
0.02508
0.023603
0.025493
0.010267
0.009298
0.012526
0.016985
0.033113
0.034389
0.037841
0.05135
0.034699
0.035494
0.033207
0.036805
0.021965
0.033636
0.025572
0.026118
0.028016
0.021053
0.027497
0.027313
0.031933
0.032981
0.039019
0.046317
0.018445
0.020948
0.017986

GDP
0.059
0.074
0.016

-0.021
0.117
0.126
0.115
0.118
0.112
0.099
0.104
0.114
0.059
0.074
0.016

-0.021
0.117
0.126
0.115
0.118
0.112
0.099
0.104
0.114
0.059
0.074
0.016

-0.021
0.117
0.126
0.115
0.118
0.112
0.099
0.104
0.114
0.059
0.074
0.016

LIG
0.346
0.393

0.4012
0.564
0.594
0.527
0.592

0.59
0.354
0.45

0.3354

0.265
0.24
0.25

0.245

0.235

0.314

0.338

0312

0.307
0.39

0.365

0.2356
0.397
0.301
0.321
0.343
0.326
0.326
0.298
0.253
0.277
0.372
0.483
0.425
0.425
0.362
0.337
0.362

HHI
0.731608
0.694027
0.644499
0.595602
0.560964
0.5055
0.466672
0.43256
0.39945
0.359813
0.352
0.398674
0.731608
0.694027
0.644499
0.595602
0.560964
0.5055
0.466672
0.43256
0.39945
0.359813
0.352
0.398674
0.731608
0.694027
0.644499
0.595602
0.560964
0.5055
0.466672
0.43256
0.39945
0.359813
0.352
0.398674
0.731608
0.694027
0.644499

INFL
0.054
-0.003
-0.106
0.109
0.073
0.061
0.106
0.158
0.253
0.364
0.028
0.181
0.054
-0.003
-0.106
0.109
0.073
0.061
0.106
0.158
0.253
0.364
0.028
0.181
0.054
-0.003
-0.106
0.109
0.073
0.061
0.106
0.158
0.253
0.364
0.028
0.181
0.054
-0.003
-0.106



2003
2004
2005
2006
2007
2008
2009
2010
2011
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

AIB
AIB
AlB
AIB
AlB
AIB
AlB
AIB
AIB
BOA
BOA
BOA
BOA
BOA
BOA
BOA
BOA
BOA
BOA
BOA
BOA
WB
WB
WB
WB
WB

WB
WB
WB

WB
WB
UB
UB
UB
UB
UB
UB
UB
UB
UB
UB

0.012848
0.019774
0.024708
0.037576
0.053264
0.042324
0.031449
0.044179
0.049921
0.029248
0.039063
0.007005
0.006002
0.034069
0.039864
0.043049
0.027974
0.028641
0.027574

0.03121
0.035449
0.013619
0.024014
0.018576
0.016873
0.039474
0.038985
0.041611
0.043966
0.046061

0.05002
0.055381
0.056817
0.034965
0.037383
0.022293
0.014925
0.014837
0.040075
0.037523
0.039853
0.038769
0.028805

0.1
0.09
0.102
0.103
0.113
0.124
0.12
0.12
0.129
0.171
0.164
0.123
0.112
0.122
0.123
0.142
0.12
0.1
0.095
0.093
0.091
0.097
0.1
0.1
0.105
0.113
0.111
0.113
0.116
0.147
0.163
0.183
0.166
0.28
0.294
0.28
0.194
0.142
0.116
0.12
0.165
0.144
0.112

0.785714
0.740741
0.796875
0.621622
0377451
0.553922
0.545455
0.441734
0.407255
0.76
0.485714
0.642857
0.6875
0.446154
045122
0.420635
0.457746
0.542628
0.737904
0.739796
0.639013
1.818182
0.954545
1470588
1.173913
0.559322
0.560976
0.504065
0432432
0.409091
0501931
0.498471
0.434706
1

1

125
1.083333
0.842105
0.48
0.469697
0.52
0.55
0.708609

21.06045
21.29425
21.52347
21.80643
22.06613
22.29604
22.58315
22.79581
23.03738
20.39198
20.61345
20.85605

21.0107
21.18385
21.44451
21.76495
21.94586
22.17487
22.42375
22.56064
22.70812
20.05773

20.1837
20.28631
20.60561
20.85429
21.20322
21.53819

21.9703
22.14033
22.35603
2247107

22.8103
18.77836
19.18149

19.5649
19.96611
20.32874
20.79372
21.19264
21.50397
21.90192
22.26056

97

0.2513
0.1839
0.1202
0.0956
0.0736
0.0866
0.0578
0.0547
0.0381
0.0421

0.032
0.3795
0.2843
0.1751

0.124
0.0494
0.1054
0.1287
0.1475
0.0698
0.0397

0.191
0.1366
0.1294
0.1086
0.1224
0.0841
0.0485
0.0525
0.0839

0.077
0.0347
0.0351
0.0795
0.0775
0.1595
0.0993

0.099
0.0845
0.0418
0.0459
0.0398
0.0462

0.030692
0.031638
0.024708
0.030806
0.033681
0.035685
0.031294
0.048206
0.052689
0.029248
0.018973
0.013135
0.014254
0.016404
0.022849
0.019407
0.01914
0.022253
0.02354
0.032962
0.0338
0.036965
0.037736
0.03096
0.028121
0.038596
0.043317
0.044267
0.038793
0.046545
0.046698
0.055381
0.062027
0.041958
0.042056
0.022293
0.025586
0.02819
0.041938
0.034396
0.032066
0.033538
0.02902

-0.021
0.117
0.126
0.115
0.118
0.112
0.099
0.104
0.114
0.059
0.074
0.016

-0.021
0.117
0.126
0.115
0.118
0.112
0.099
0.104
0.114
0.059
0.074
0.016

-0.021
0.117
0.126
0.115
0.118
0.112
0.099
0.104
0.114
0.059
0.074
0.016

-0.021
0.117
0.126
0.115
0.118
0.112
0.099

0.396
0.429
0.389
0314
0.295
0.383
0.496
0.49
0.4
0.224
0.333
0.381
0.38
0.396
0.369
0.276
0.301
0.338
0.492
0.472
0.398
0.31
0.387
0.353
0.353
0.359
0.384
0.293
0.379
0.437
0.569
0.529
0.514
0.245
0322
0.452
0.369
043
0.363
0.371
0.347
0.426
0.534

0.595602
0.560964
0.5055
0.466672
0.43256
0.39945
0.359813
0.352
0.398674
0.731608
0.694027
0.644499
0.595602
0.560964
0.5055
0.466672
0.43256
0.39945
0.359813
0.352
0.398674
0.731608
0.694027
0.644499
0.595602
0.560964
0.5055
0.466672
0.43256
0.39945
0.359813
0.352
0.398674
0.731608
0.694027
0.644499
0.595602
0.560964
0.5055
0.466672
0.43256
0.39945
0.359813

0.109
0.073
0.061
0.106
0.158
0.253
0.364
0.028
0.181
0.054
-0.003
-0.106
0.109
0.073
0.061
0.106
0.158
0.253
0.364
0.028
0.181
0.054
-0.003
-0.106
0.109
0.073
0.061
0.106
0.158
0.253
0.364
0.028
0.181
0.054
-0.003
-0.106
0.109
0.073
0.061
0.106
0.158
0.253
0.364



2010
2011
2000
2001
2002
2003
2004
2005
20006
2007
2008
2009
2010
2011

UB

UB

NIB
NIB
NIB
NIB
NIB
NIB
NIB
NIB
NIB
NIB
NIB
NIB

0.042062
0.041812
0.006329
0.045455
0.041199
0.021469
0.039294
0.038106
0.039961

0.04066
0.043562
0.045559
0.047731
0.048369

0.108
0.117
0.253
0.156
0.167
0.123
0.124

0.13
0.141
0.163
0.164
0.152
0.154
0.165

0.469314
0.472727
3
0.421053
0.4
0.410256
0.368421
0.321429
0422222
0.495495
0.43258;1
0.450413
0.468553
0.495822

22.49754
22.76773
18.87811
19.79692
20.09591

20.6011
20.94401
21.27254
21.42982
21.68147
22.01799
22.29334
22.51018
22.68505
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0.0376
0.0335

0.019
0.0864
0.1234
0.0877
0.1122
0.0847
0.0556
0.0673
0.1116
0.0737
0.0504

0.044098
0.037799
0.012658
0.032828
0.029963
0.032768
0.029671
0.030023

0.02664
0.023399
0.029315
0.035781
0.048568
0.045557

0.104
0.114
0.059
0.074
0.016
-0.021
0.117
0.126
0.115
0.118
0.112
0.099
0.104
0.114

0.445
0.461
0.251
0.2013
0.313
0.276
0.265
0.268
0.215
0.267
0.365
0.486
0.414
0.513

0.352
0.398674
0.731608
0.694027
0.644499
0.595602
0.560964

0.5055
0.466672
0.43256
0.39945
0.359813

0.352
0.398674

0.028
0.181
0.054
0.003
0.106
0.109
0.073
0.061
0.106
0.158
0.253
0.364
0.028
0.181



Appendix-IV: Interview Instrument

Addis Ababa University

School of Business and Public Administration

Department of Accounting

Interview questions for the higher officials of Ethiopian Commercial Banks

1.

2

What are the overall factors that can affect your banks’ profitability?

How do those identified factors affect/influence your banks’ profitability in
general?

Among the identified factors that can influence your banks’ profitability, which of
them are the major determinants of your banks’ profitability?

What types of measures are taken by your bank in order to reduce the influence of
factors that affects profitability negatively?

Do you think that the identified factors contribute to the existence of poor or
good performance of banks’ when measured in terms of profitability? And, if they
have, how do they contribute?

Any comments?

Thank you!
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