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Things to remember Companies with low profit margins tend to have high asset turnover, those with high
profit margins have low asset turnover - it indicates pricing strategy. It cannot be divorced from the risks it
compounds. It is calculated by dividing the cash held in different forms by total deposit. Why does Sturiale
say that deal terms e. Suppose you are asked to value Pellagia Inc. For the period between and , they find that
a statistical model using publicly available financial data is a better indicator of bank failure than CAMEL
ratings that are more than two quarters old. NPAs are further classified into sub-standard, doubtful and loss
assets based on the criteria stipulated by RBI. Please give me 2 examples. Being front line of defense against
erosion of capital base from losses, the need for high earnings and profitability can hardly be overemphasized.
Boundaries between categories are blurred. Banks are trying to balance the quantity of repricing assets with
the quantity of repricing liabilities. For FY , the Bank has syndicated debt amounting to Rs. The Capital
Adequacy Ratio for the Bank was at  The liquidity of a market is often measured as the size of its bid-ask
spread, but this is an imperfect metric at best. A firm is also exposed to liquidity risk if markets on which it
depends are subject to loss of liquidity. Capital adequacy ultimately determines how well financial institutions
can cope with shocks to their balance sheets. Share of bank assets in the aggregate financial sector assets: In
most emerging markets, banking sector assets comprise well over 80 per cent of total financial sector assets,
whereas these figures are much lower in the developed economies. During , the net interest margin NIM
declined by 14 basis points to 3. What is your assessment of the business for the short and long term? The
industry-wide slowdown in the growth of CASA deposits and the steep rise in the cost of funds in the third
quarter resulted in slower growth in NII. If you were a venture capitalist, would you invest now in Feed? What
is the current enterprise market value of Pellagia? The attempt here is to see how various ratios have been used
and interpreted to reveal a banks performance and how this particular model encompasses a wide range of
parameters making it a widely used and accepted model in todays scenario. With this backdrop, the asset
quality is gauged in relation to the level and severity of non-performing assets, adequacy of provisions,
recoveries, distribution of assets etc. The assets of the company are comprised of both debt and equity.
Samson Moharana rof Acknowledgement The satisfaction that accompanies the successful completion of any
task would be incomplete without mentioning people who made it possible, whose encouragement and
consistent guidance crowned our efforts with success. Compared with most other indicators, trends in
profitability can be more difficult to interpretfor instance, unusually high profitability can reflect excessive
risk taking. The overall strategy of Axis bank is also studied to gain a better understanding of the working of
the bank and to identify its strength and weakness. What are the three primary reasons? The scenario has
changed radically during the post reforms period, with the resolve of the government not to fund the DFIs
through budget allocations. The BFS has also established a subcommittee to routinely examine auditing
practices, quality, and coverage. Samson Moharana and giving us guidance and generous co-operation. It is,
therefore, generally assessed in terms of overall assets and liability management, as mismatching gives rise to
liquidity risk. An institution might lose liquidity if its credit rating falls, it experiences sudden unexpected cash
outflows, or some other event causes counterparties to avoid trading with or lending to the institution. An asset
is liquid if it can easily be converted to cash. Other risks are not considered fully quantifiable at this stage. The
table below provides further details and indicates that at end March , 1. The Bank continued to maintain the
generally high quality of its assets and net NPAs, as the high percentage of net customer assets declined from
the previous year level of 0. The Bank has provided Rs. The diversified nature of bank operations makes them
vulnerable to various kinds of financial risks. Show all your work for credit. The beta of Tel-Talk stock
measured over the past three years is 1.


