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The study deals with assessment of financial performance analysis in Ethiopian commercial banking
sector for a period of five years (2007-2011). It was found that state owned bank, Commercial Bank
of Ethiopia stands first in assets management where as Awash International Bank took the first rank
in terms of profitability performance.
Bank pertains to stand last in terms of liquidity management. Lastly, Private owned bank, United
Bank stood at the first rank in terms of solvency and risk management among all sample banks under

The third finding explains that Construction and Business
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INTRODUCTION

The study was employed to solve the problem explained such
as financial statements in their raw format do not reveal the
information as per required by its users. There is also no
performance measurement among the commercial banks
operating in the country. This undermines the banks financial
operations such as profitability, efficiency, liquidity, and
solvency. Thus, the study employed the following hypothesis:

HI1: There is a significant difference in profitability between
commercial banks

H2: There is a significant trend movement in operational
efficiency between commercial banks

H3: There is no significant difference in liquidity management
among commercial banks

H4: There is significant movement in solvency and risk
between commercial banks

MATERIALS AND METHODS

The study employs the ratio analysis to compare the financial
performance for Ethiopian Commercial Banks namely,
Commercial Bank of Ethiopia, Construction and Business
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Bank, Bank of Abyssinia, Awash International Bank and
United Bank. To do so, ten financial ratios were used to such
as operating profit margin, net profit margin, return on assets,
return on equity, assets utilization, operating expenses ratio,
loans to deposits ratio, loans to assets ratio, debt to equity ratio
and equity multiplier. Thus, it was found that in terms of
operating profit margin commercial bank stood at first rank.
The second one is in terms of net profit margin, Awash
International Bank was at fist rank. Thirdly, united bank is first
in terms of return on equity. Whereas Bank of Abyssinia was
fist in utilizing its assets. Lastly, construction and Business
bank was ranked first in terms of debt to equity ratio. The result
was checked by employing T-test analysis. This is to know
whether there is significant difference in financial performance
indicators between commercial banks. It was found that there is
significant difference in profitability ratios among commercial
banks. But, insignificant difference in terms of efficiency ratios
and solvency and risk ratios.

RESULTS

On average all banks were compared among each financial
indicators. It was found that in terms of operating profit margin
commercial bank stood at first rank. The second one is in terms
of net profit margin; Awash International Bank was at fist rank.
Thirdly, united bank is first in terms of return on equity.
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Whereas Bank of Abyssinia was fist in utilizing its assets.
Lastly, construction and Business bank was ranked first in
terms of debt to equity ratio. The result was checked by
employing T-test analysis. This is to know whether there is
significant difference in financial performance indicators
between commercial banks. It was found that there is
significant difference in profitability ratios among commercial
banks. But, insignificant difference in terms of efficiency ratios
and solvency and risk ratios.

T-Test

Hypotheses Testing

We can conclude that there is no significance difference in the
movement of return on assets for commercial banks since the
value to T cal is greater than T critical. So this makes us to
reject the sub hypothesis to be rejected. It was found that there
is significant difference in operating profit margin among
commercial banks.

1. One-Sample Test

Test Value = 0.5288

t Df Sig. (2-tailed)

95% Confidence Interval of
the Difference

Mean Difference

operating profit margin 000 4 1.000

Lower
-.0940

Upper

.00000 .0940

2. One-Sample Test

Test Value = 0.3

t Df Sig. (2-tailed) Mean Difference 95% Confidence Interval of the
Difference
Lower Upper
net profit margin .000 4 1.000 .00000 -.1588 .1588

3. One-Sample Test

Test Value = 0.01822

t Df Sig. (2-tailed)  Mean Difference 95% Confidence Interval of the Difference
Lower Upper
return on assets 1.254 4 278 .00522 -.0063 .0168

4.

One-Sample Test

Test Value = 0.262

t Df Sig. (2-tailed) Mean Difference 95% Confidence Interval of the Difference
Lower Upper
return on equity .000 4 1.000 .00000 -.1763 .1763

5. One-Sample Test

Test Value =.075

t Df Sig. (2-tailed)

asset utilization 991 4 378 .14400

Mean Difference

95% Confidence Interval of the Difference
Lower Upper
-.2595 5475

6. One-Sample Test

Test Value = 0.488

t df Sig. (2-tailed) Mean Difference 95% Confidence Interval of the Difference
Lower Upper
operating expenses ratio  .000 4 1.000 .00000 -.1593 1593

7. One-Sample Test

Test Value = .746

t df Sig. (2-tailed) Mean Difference  95% Confidence Interval of the Difference
Lower Upper
loans to deposits ratio .000 4 1.000 .00000 -.3224 3224

8. One-Sample Test

Test Value = 0.542

t df Sig. (2-tailed) ~ Mean Difference

95% Confidence Interval of the Difference
Lower Upper
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9. One-Sample Test

Test Value =5.6

t df  Sig. (2-tailed)

debt ro equity ratio ~ .000 4 1.000

Mean Difference

.00000

95% Confidence Interval of the Difference
Lower Upper
-1.4157 1.4157

10. One-Sample Test

Test Value = 10.2

t df  Sig. (2-tailed)

equity multiplier 000 4 1.000

Mean Difference

.00000

95% Confidence Interval of the Difference
Lower Upper
-2.3884 2.3884

Since the T cal < Ttab, hypothesis is accepted. Based on Table
1 which shows the result of t-test; the significance is 0.000. The
sig is less than T tab (1.000) so with 95%confidence the
hypothesis HO is accepted and we concluded that there is
significant difference between commercial banks in
performance based on operating profit margin dimension. It
was found that there is a significant difference in trend
movement in the net profit margin between commercial banks
since the value of T is less than the critical value. So hypothesis
will be accepted.

From the above T-test table we can conclude that there is no
significant difference in financial performance measured by
return on assets between commercial banks. This is attributed
to the fact that all banks earned the net income generated from
investment in assets throughout five years. So the hypothesis
in this case will be rejected. From the above table we can
deduce that there is significant difference in return on equity
between commercial banks for five years (2007-11). In this
case the value of Tcal is greater than critical value indicating
the there is no significant difference in assets utilization
between commercial banks. This leads the hypothesis to be
rejected. As per the above table the calculated T is less than T
tabulated which leads us to accepted the hypothesis indicating
that there a significant difference in operating expenses ratio
between commercial banks. The above t-test table indicates
that there is a significant difference in loans to deposits ratio
between commercial banks. Thus the decision will be accept
the hypothesis.

Based on the t-test above there is a significant difference in
loans to assets ratio between commercial banks since the T cal
is less than T tabu which leads us to accept hypothesis. From
the above table T cal is less than T tabu i.e. there is significant
difference in debt to equity ratio between commercial banks
for five years. Hence the decision is to accept the hypothesis.
The above t-test showed that there is significant difference in
equity multiplier between commercial banks for five years.
This leads us to accept the hypothesis.

DISCUSSION
The study benefited different bodies in different ways

First, the researcher got knowledge regarding financial
performance and develops the concept for future endeavors
Second, the study also put contribution for future researchers
as references who have interest to study on the same area of
study. Third, it helps the management of the banks to take

corrective action on the problem raised concerning financial
performance. Lastly, it would help for the country’s in such a
way that performance would benefit commercial banks
economic development.
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