
© 2022 IJNRD | Volume 7, Issue 10 October 2022 | ISSN: 2456-4184 | IJNRD.ORG  

IJNRD2210083 International Journal of Novel Research and Development (www.ijnrd.org)  

 

a670 

Study on Financial Performance Analysis in the 

Banking Sector – Zanaco Bank, Zambia 
 

Ms. Phyllis Monita Lwiindi, Student, MIFBS, DMI-St. Eugene University, Lusaka. 
 

 

Abstract  

A STUDY ON FINANCIAL PERFORMANCE ANALYSIS on ZANACO”. The need to meet up with customer’s demand in the banking industry has 

led most banks to develop and adopt the use of technology electronic devices and software such as computers and mobile applications for more efficient 

services. Computer plays a vital role in storage, processing, analyzing, and retrieving of information in just milliseconds. Suffice it to say that electronic 

banking, as it is being called, is currently the order of the day in Zambian banks. 

Keywords: Financial Performance analysis, Banking Sector. 

 

I. Introduction 

The Bank of Zambia serves as the national banking regulator in the republic. Zambia’s central bank was established in 1964, 

taking over the functions of the Bank of Northern Rhodesia. BoZ supervises banks in Zambia, as well as formulating and 

implementing monetary policy in the country. The commercial banking sector in Zambia comprises 19 international and local 

banks. According to PwC’s 2017 Zambia Banking Industry Survey, domestic banks in Zambia expressed reduced optimism 

in the short to medium term, due to concerns about the stability of monetary policy, expectations of GDP growth, fiscal 

discipline, and uncertainty surrounding the IMF’s economic program. For anyone considering a banking career in Zambia, 

this list of banks in Zambia is a helpful guide on where to start. To learn more, see our list of financial institutions. There 

currently are 19 fully-fledge commercial banks in Zambia, according to the latest data from the Bank Across the globe, the 

banking sector in different jurisdictions is grappling with the same challenges. Many banks have already begun the process of 

transforming their operating models by decentralizing operations, slashing costs and introducing more cost efficient processes 

and technologies. Authorities are developing a stricter regulatory approach and encouraging local banks to develop stronger 

standalone capabilities. With lower labour costs, the major focus for banks here is on process to see standardization and 

efficiency. Central to this is moving more low-value transactions to self-service channels such as ATMs, online banking and 

mobile. More flexible and user-friendly treasury management systems are also being introduced to support a renewed focus 

on corporate in place of retail banking. The government has fully accepted the findings of the Independent Commission on 

Banking (ICB) set up, to investigate the possibility of permanently separating retail from investment banking. The World 

Economy is passing through some intricate circumstances as bankruptcy of banking & financial institutions, debt crisis in 

major economies of the world and euro zone crisis in recent past. The scenario has become very uncertain causing recession 

in major economies like US and Europe. This poses some serious questions about the survival, growth and maintaining the 

sustainable development of Zambia (BOZ).Non-banking financial institutions at the end of 2012 comprised: 8 leasing 

companies, 4 building societies, 1 development bank, 1 savings and credit bank, 1 development finance institution, 57 bureaux 

de change, 1 credit reference bureau and 35 micro-finance institutions. At the end of 2011, the banks’ nominal asset size stood 

at ZMK 27.8 trillion (30% of GDP) which was about three times higher than the ZMK 10.7 trillion held in 2006 (27.7% of 

GDP). In terms of profitability, between 1998 and 2011, the average return on assets for banks in Zambia was 4.32 %, and the 

average net interest margin was 5.74%. 

The financial liberalisation Zambia engaged in at the beginning of the 1990s offered an opportunity for a revival of the 

Zambian banking sector and the country’s overall economic development. In 2004, the Zambian government embarked on the 

Financial Sector Development Programme (FSDP), a strategy aimed at building and strengthening financial sector 

infrastructure to enable it to support economic diversification and sustainable growth. In 2006, there were 13 commercial 

banks aside from the Bank of Zambia, which regulates and supervises the Zambia banking sector under the Banking and 

Financial Services Act 2000. Since 2008, 6 more subsidiaries of foreign banks have been registered, bringing the total number 

to 19 commercial banks for the whole sector at the end of 2012, according to the Bank of Zambia. Zambia Banking Sector 

Players. The Zambian banking sector shows a high level of concentration with few large banks dominating the financial 

landscape. (Concentration ratio, 2nd table in the AfDB report) The four largest banks accounted for an average of about 2/3 
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of total assets and deposits between 2002 and 2011, while for loans the proportion was much higher. The high concentration 

in the loans market was driven by banks’ expansion of their loan book in the wake of improved macroeconomic conditions. 

On the other hand, the dominance of the four largest banks in deposits and total assets has been diluted by increased market 

capture of smaller banks and new industry entrants, an indication of growing competitiveness in this segment of the banking 

sector. 

In terms of assets, Zambia National Commercial Bank (Zanaco) is the largest financial services provider in Zambia. 

Founded in 1969, the bank serves more than one million customers in the personal, government, corporate, SME, and 

agriculture sectors. It currently employs 1,228 individuals, making it the biggest employer of all banks in Zambia. 

Financial sector reforms initiated in 1992 in Zambia brought great anticipation that competition in the banking system 

would be enhanced, thus leading to reduced intermediation spreads and improved access to financial services. However, 

expectations have been at variance with practical observations. 

After more than two decades of financial repression, financial liberalisation offered an opportunity for a revival of the 

Zambian banking industry. As part of the broader economic reform package, financial reforms were in recognition that a well-

functioning and competitive financial system is critical to the country’s overall economic development. Accordingly, major 

obstacles in the banking sector were eliminated, creating a platform for open bank entry into the sector in order to foster 

competition and infuse efficiency among financial intermediaries. 

II. REVIEW OF LITERATURE  

Robert (1991) Analyse the trends in profitability, assess the operational efficiency of Public sector banks, est imated the 

behavioural function of profit effecting profit for individual banks and for the banking industry as a whole. The study covers 

14 banks nationalized in 1969. These were classified as large-scale banks, medium scale banks and small-scale banks in 

order to make inter-bank comparisons. Operational efficiency based on manpower expenses and other expenses to total staff 

revealed that CBI, UCB and DB were the highest cost effective banks among large, medium and small banks. Robert (1991). 

Agarwal (1993) the report analysed the profits of Public Sector Banks since their nationalization and discusses the 

determinants of profitability. The profit equation is estimated by ordinary least square method. Empirical results indicate 

that profitability of public sector banks has been adversely affected by increasing statutory reserve ratios, lending to priority 

sectors at lower rates of interest, expansion of bank branches in the rural and semi-urban regions and rising wages of 

employees. Declining labour productivity has also adversely affected profitability. Time deposits are found important to 

encourage profitability. The two banking groups are found significantly different in their financial performance. Robert 

(1993). Subramanian and Swami,(1994) Report  analysed and compared the efficiency in six public sector banks, four private 

sector and three foreign banks for the year 1996-97. Operational efficiency is calculated in terms of total business and salary 

expenditure per employee. The analysis revealed that higher per employee salary, level need not result in poor efficiency 

and business per employee efficiency co-efficient was calculated. Subramanian and Swami, (1994), Zacharias Thomas1 

(1997) reports the performance effectiveness, growth and development of banking industry (1997). 

 

III. RESEARCH METHODOLOGY 

Methods of data collection – Secondary data was used from the ZANACO Bank website, journal articles, books and conference 

papers ,the annual reports for the period of five years. 

 

3.1. OBJECTIVES  

The study has the following objectives. 

 To provide a strong theoretical framework for analysing financial statements. 

 To study the growth profile of the ZANACO during the study period. 

 To study the financial position of the bank 

 To appraise financial soundness of the company. 

IV. DATA ANALYSIS AND INTERPRETATION 

An attempt has been made to analyses financial position of ZANACO. The data collected from Annual Reports for the period of 

five years were between 2015 and 2019 from banks’ website. 

Table 1 

Comparative Statement Analysis of Assets for the period of 2018 and 2019  

 

 

Particulars 

 

2018 

 

2019 

Increase / 

Decrease 

 

Percentage 

Assets     

Current Assets     
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Cash and Bank 1081576 1790259 708683 39.59 

Balances with other banks 1213720 734957 -478763 -65.14 

Total Current Assets 2295296 2525216 229920 9.10 

Fixed Assets     

Property and equipment 399138 513657 114519 22.29 

Total Fixed Assets 399138 513657 114519 22.29 

Other than Above Assets     

Investment securities 3241980 2943080 -298900 -10.16 

Loans and Advances to Customers 4207022 4819676 612654 12.71 

Withholding tax recoverable 51760 60683 8923 14.70 

Current tax assets 64192 10702 -53490 -499.81 

Other assets 354679 1022952 668273 65.33 

Total Other than Above Assets 7919633 8857093 937460 10.58 

Total Assets 13308501 14934839 1626338 10.89 

 

It could be observed form table 1 that the total assets increased K1626338, (10.89%) over the previous years (2018) in current assets 

K229920 (9.10%) and fixed assets K114519 (22.29%) is increased over the previous year. 

In current asset, the maximum increase in Cash and Bank account was K708683 (39.59%) compared to the previous year 

2018. Balances with other banks is K478763 (65.14%) is maximum decreased over the 2018 previous year. 

Fixed asset namely Property and equipment is increased by K114519 constituting 22.29 percent during the period under study. 

           Table 2  Comparative Statement Analysis of Liabilities for the period of 2018 and 2019 

 

 

Particulars 

 

2018 

 

2019 

Changes in Absolute 

value 
Changes in 

Percentage 

LIABILITIES     

Current Liabilities     

Customer Deposits 8899546 9848095 948549 9.63 

Deposits from Other Banks 5075 103224 98149 95.08 

Total Current Liabilities 8904621 9951319 1046698 10.52 

Other than Current Liabilities     

Other Liabilities 306781 603402 296621 49.16 

Provisions for Liabilities and Charges 44731 0 -44731 0.00 

Borrowings 537026 400366 -136660 -34.13 

Total Other than Current Liabilities 888538 1003768 115230 11.48 

Total Liabilities 18697780 2090640

6 

2208626 10.56 

EQUITY     

Share capital 86625 86625 0 0.00 

Share premium 2622 2622 0 0.00 

Statutory reserve 86625 86625 0 0.00 

General banking reserves 297782 95249 -202533 -212.64 

Revaluation Reserves 87177 77395 -9782 -12.64 

Retained Earnings 260077 592363 332286 56.09 

Total Equity 820908 940879 119971 12.75 

Total Equity and Liabilities 19518688 2184728

5 

2328597 10.66 

 

Table 2 shows that overall liability is increased by K2328597 constituting 10.66 percent, current liabilities, Equity and other liabilities 

increased to 1046698 (10.52%), 119971(12.75%) and 115230 (11.48%) respectively. 

In current liabilities, customer deposit increased to 9848095 from 8899546 constituting 9.63%. Deposits from other banks 

also increased by 95.08% compared to previous year. 

In equity, Share Capital, Share Premium and statutory reserves remained the same during the study period. General banking 

reserves was decreased by 212.64% amounting to 95249 from 297782 previous years. Revaluation reserve also declined by 

9782 (12.64%). Retained earnings had been increased by 332286 (56.09%) due to more profit. 
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In Long-term liabilities other than equity, other liability was increased by 296621 (49.16%) and Borrowings decreased to 

400366 from 537026 (34.13%). 

To conclude the balance there is a proportionate increase in assets and liabilities as well. It indicates that the bank is progressing 

well. 

Table 3 

Comparative Statement Analysis of Income for the period of 2018 and 2019 

Particulars 2018 2019 Changes in 

Absolute value 

Changesin 

Percentage 

Interest income 1225995 1351250 125255 9.27 

Net Interest (Interest Received – 

Interest Paid) 

 

879590 

 

904870 

 

25280 

 

2.79 

Net fee and commission income 499095 445951 -53144 -11.92 

Other operating income 57742 242923 185181 76.23 

Total income 1436427 1593744 157317 9.87 

 

Income was increased by 157317 (9.87%), income from interest received increased to 1351250 from 1225995 constituting 

(9.27%). Net income of interest after deducting interest paid against deposits increased by 2.79% amounted to 25280. 

Income from fees and commission reduced to 53144 (11.92%). Other operating income was increased from 57742 to 

242923 (76.23%) within a year. 

Table 4 

Comparative Statement Analysis of Expenditure for the period of 2018 and 2019 

 

Particulars 

 

2018 

 

2019 

Changes in Absolute 

Value 

Changes in 

Percentage 

Interest expense 346405 446380 99975 22.40 

Operating expenses 1109130 1172313 63183 5.39 

Transformation Costs 53844 51977 -1867 -3.59 

Income tax expense 106596 125753 19157 15.23 

Total Expenses 1624383 1799965 175582 9.75 

 

Total expenses increased by 175582 (9.75%) in 2018 within a year. All expenses had increased except Transformation Costs 

decreased by 3.59%, interest paid by 22.40% due to more deposits in bank, operating expenses by 5.39%, Income tax had 

increased to 125753 from 106596 constituting 15.23%. 

While comparing income and expenses, both increased proportionately by 10%. It shows that there is a positive impact on 

expenses over income. Financial position of ZANACO is good. 

            Table 5 

Common Size Analysis of Assets for the period of 2015 and 2019 

Particulars 2015 2016 2017 2018 2019 

Assets      

Current Assets      

Cash and balances with Bank of Zambia 20.47 31.76 16.75 10.19 15.05 

Balances with other banks 14.09 10.48 8.43 11.44 6.18 

Total Current Assets 34.56 42.24 25.18 21.63 21.23 

Fixed Assets      

Property and equipment 3.40 4.51 3.04 3.76 4.32 

Other than Above Assets      

Investment securities 14.88 9.62 32.48 30.54 24.74 

Loans and Advances to Customers 43.38 39.84 33.77 39.64 40.52 

Withholding tax recoverable 0.04 0.30 1.15 0.49 0.51 

Current tax assets 0.17 0.52 0.06 0.60 0.09 

Other assets 3.57 2.97 4.32 3.34 8.60 

Total Assets 100.00 100.00 100.00 100.00 100.00 

In assets, current assets had decreased from 34.56 percent in 2015 to 21.23 percent in 2019 whereas fixed assets fluctuated 

between 3.04 percent and 4.51 percent. It shows liquidity position declined year by year. Other assets like long-term loans, 

investment and advances showed increasing trend, except 53.25 percent 2016, from 62.04 percent to 74.45 percent. 
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Table 6 

Common Size Analysis of Liabilities for the period of 2015 and 2019 

Liabilities 2015 2016 2017 2018 2019 

Current Liabilities      

Customer deposits 75.93 78.18 78.12 83.85 82.79 

Deposits from other banks 0.0 0.04 0.0 0.05 0.87 

Total Current Liabilities 75.93 78.22 78.12 83.89 83.65 

Other than Current Liabilities      

Deferred tax liabilities 0.13 0.0 0.29 0.0 0.0 

Other liabilities 2.50 2.73 3.27 2.89 5.07 

Provisions for Liabilities and Charges 0.01 1.16 0.41 0.42 0.00 

Borrowings 8.35 7.01 7.18 5.06 3.37 

Total liabilities 10.99 10.9 11.15 8.37 8.44 

EQUITY      

Share capital 1.09 1.08 0.91 0.82 0.73 

Share premium 0.03 0.03 0.03 0.02 0.02 

Statutory reserve 1.09 1.08 0.91 0.82 0.73 

General banking reserves 3.77 2.09 2.42 2.81 0.80 

Revaluation Reserves 0.65 0.69 0.84 0.82 0.65 

Retained Earnings 6.46 5.91 5.63 2.45 4.98 

Total Equity 13.09 10.88 10.73 7.73 7.91 

Total Equity and Liabilities 100.00 100.00 100.00 100.00 100.00 

   

Out of total liabilities, current liabilities constituted more than 75 percent during the period under study and steadily increased   to 

83.65 percent in 2019. It shows Zanaco is in danger zone in case of liquidity. Total Equity declined from 13.09 percent to 7.91 

percent during the period under study. Other liabilities like borrowings, provisions also decreased from 10.99 percent to 8.44 

percent in total liabilities. 

Table 7 

Common Size Analysis of Income for the period of 2015 and 2019  

Income 2015 2016 2017 2018 2019 

Interest income 66.69 71.11 68.48 68.69 66.17 

Net fee and commission income 23.69 27.28 27.64 27.96 21.84 

Foreign exchange income 8.98 0.00 0.00 0.00 0.00 

Other operating income 0.48 1.47 1.26 3.24 11.90 

Gain on revaluation of property 0.00 0.00 2.51 0.00 0.00 

Total Income 100.00 100.00 100.00 100.00 100.00 

 

Out of total income, Interest income was the major income constituted more than 65 percent in all years under the 

study and ranged from 66.17 percent to 71.11 percent. Income from fee and commission fluctuated from 21.84 percent 

to 27.96 percent, major income next to interest. Foreign exchange is 8.98 percent in 2015 only. Other operating income 

increased from 0.48 percent to 11.90 percent. Insignificant percentage of 2.51 from gain on revaluation of property 

occurred in 2017 only. 

 

           Table 8 

          Common Size Analysis of Expenditure for the period of 2015 and 2019 

Particulars 2015 2016 2017 2018 2019 

Interest expense 19.23 16.15 19.40 21.13 24.43 

Impairment losses on loans 8.32 4.77 15.37 1.03 1.59 

Operating expenses 66.68 63.58 58.32 67.66 64.17 

Transformation Costs 0.00 11.80 4.16 3.28 2.84 

Income tax expense 5.77 3.70 2.75 6.89 6.97 

Total Expenses 100.00 100.00 100.00 100.00 100.00 
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Out of total expenses operating expenses constituted about 60 percent in all years understudyandreducedto64.17 

percentin2019from67.66percentin2018.Interest expense was second major expenditure ranged from 16.15 percent to 

24.43 percent. Income tax expenses fluctuated based on income ranged from 2.75 percent in 2017 to 6.97 percent in 

2019. 

 

           Table 9 Trend Percentage of Assets for the period of 2015 and 2019 

Particulars 2015 2016 2017 2018 2019 

Assets      

Current Assets      

Cash and Bank 100.00 156.26 98.27 66.50 110.07 

Balances with other banks 100.00 74.90 71.89 108.42 65.65 

Fixed Assets      

Property and equipment 100.00 133.69 107.41 147.80 190.20 

Other than Above Assets      

Investment securities 100.00 65.09 262.10 274.13 248.86 

Loans and Advances to Customers 100.00 92.49 93.52 122.06 139.84 

Other assets 100.00 83.82 145.10 124.98 360.45 

Total Assets 100.00 100.71 120.10 133.58 149.71 

 

Table 9 indicate that total assets had been increasing year by year during the study period, 49.71% increase from the base 

year. 

Property and equipment increased in all years from the base year, highest increase in 2019 (190.20%).Investment securities 

increased in all years except 2016, from 65.09% to 248.86%. Loans and advances also increased to 139.84% and declined in 

2016 and 2017 by 92.49% and 93.52% respectively. Other assets also increased to 360.45% with a decline of 83.82% in 2016. 

Current assets like Cash and Bank and Balances with other banks increased during the period under study. Cash and bank was 

fluctuating from 66.50% to 156.26% from the base value. Balances with other banks are highly fluctuating irregularly from 

65.65% to 108.42%. 

Table 10 

 

Trend Percentage of Liabilities for the period of 2015 and 2019 

Particulars 2015 2016 2017 2018 2019 

LIABILITIES      

Current Liabilities      

Customer deposits 100.00 103.70 123.56 147.51 163.23 

Deposits from other banks 0.00 100.00 4.29 167.33 3403.36 

Other than Current Liabilities      

Borrowings 100.00 84.51 103.23 80.95 60.35 

Total liabilities 100.00 103.26 123.37 141.82 158.64 

EQUITY      

Share capital 100.00 100.00 100.00 100.00 100.00 

Share premium 100.00 100.00 100.00 100.00 100.00 

Statutory reserve 100.00 100.00 100.00 100.00 100.00 

General banking reserves 100.00 55.94 77.22 99.46 31.81 

Revaluation Reserves 100.00 107.05 155.62 169.89 150.83 

Retained Earnings 100.00 92.01 104.56 50.63 115.32 

Total Equity 100.00 83.72 98.44 78.91 90.44 

Total Equity and Liabilities 100.00 100.71 120.10 133.58 149.71 

It is inferred from Table 6 that overall liabilities had been increasing year by year. Customer deposits had been increasing to 163.23% 

during the study period. There was no trace of deposits from other banks in 2015. In 2016 there was a little and declined in 2017 to 

4.29%. There was a huge hike in 2019 to 3403.36%. Trend of Borrowings was zig-zag during the period under study. There were no 

change in share capital, premium and statutory reserve during the study period. General banking reserves got declining to 31.81% in 

2019.Revaluation reserves had been increasing since the base year. Retained earnings fluctuated zig-zagly. Total equity declined to 
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90.44% in 2019.In the Trend Percentage of balance sheet, it is concluded that both assets and liabilities have been increasing year by 

year. It shows growth of the bank. 

 

Table 11 

Trend Percentage of Income for the period of 2015 and 2019 

Particulars 2015 2016 2017 2018 2019 

Interest income 100.00 118.50 142.48 141.84 156.33 

Net interest income after loans 

impairment charges 

100.00 147.52 169.99 162.87 167.55 

Net fee and commission income 100.00 127.95 161.86 162.54 145.23 

Other operating income 100.00 17.30 18.48 47.08 198.07 

Total income 100.00 124.86 148.25 148.12 164.35 

Table 11 shows that total income had been increasing year by year to reach 164.35%, all items under income showed increasing 

trend during the study period. Interest income increased to 156.33% from the base value. Interest Margin (Interest earned 

minus interest paid) increased to 167.55%. 

Fee and commission income increased to 145.23% during the period under study. Other operating income declined in 2016, 

2017 and 2018 by 17.30%, 18.48% and 47.08% respectively and sudden hike in 2019 to 198.07%. 

 

Table 12 

        Trend Percentage of Expenditure for the period of 2015 and 2019 

 Particulars 2015 2016 2017 2018 2019 

Interest Paid 100.00 100.52 138.52 153.04 197.21 

Operating expenses 100.00 114.12 120.07 141.31 149.36 

Transformation Costs 0.00 100.00 40.51 32.40 31.28 

Income tax expense 100.00 76.54 97.21 158.29 186.73 

 

Table 8 exhibits that all expenses increased except transformation costs during the study period between 2015 and 2019. 

Interest paid increased continuously year after year due to increase in deposits and less withdrawals. Other operating expenses 

were increasing in all the years under study.There was no transformation cost in 2015 but it reduced to 31.28 in 2019. Income 

Tax was also increasing in the study period. 

In Trend Percentage of Income and Expense, it is concluded that the income and expenses were increasing. It shows 

ZANACO is progressing well. 

 

Table 12 

           Trend value of Total Income 

 Year Total Income Changes in Values Changes in % Trend Value 

2015 969751 - - 1034955 

2016 1210791 241040 19.91 1182317 

2017 1437683 226892 15.78 1329679 

2018 1436427 -1256 -0.09 1477041 

2019 1593744 157317 9.87 1624404 

Average 1329679   1329679 

Total Income during the study period shows increasing trend. Income had increased year by year from 969751 to 

1593744. There was a slight decline by -0.09% in 2018. It is evident that Bank is growing rapidly. 

Table 13 

RATIO OF BORROWINGS TO WORKING CAPITAL  

Year Borrowings Working Capital Ratio 

2015 663438 3287050 20.18 

2016 560656 2879073 19.47 

2017 684863 5051524 13.56 

2018 537026 6609325 8.13 

2019 400366 7426103 5.39 

Average 569270 5050615 11.27 
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V. FINDINGS  

Banks play a major role in not just purveying credit to the productive sectors of the economy but also as facilitators of financial 

inclusion. Improved performance of the banking industry has helped the economy to bounce back to a positive growth level. The 

following are the findings. 

Comparative Statement Analysis  

The total assets increased K1626338, (10.89%) over the previous years (2018) in current assets K229920 (9.10%) and fixed assets 

K114519 (22.29%) is increased over the previous year. In current asset the maximum increase in Cash and Bank account K708683 

(39.59%) compared to the previous year 2018. Balances with other banks is K478763 (65.14%) is maximum decreased over the 

2018 previous year. Fixed asset namely Property and equipment is increased by K114519 constituting 22.29 percent during the 

period under study. 

Overall liability is increased by K2328597 constituting 10.66 percent, current liabilities, Equity and other liabilities increased to 

1046698 (10.52%), 119971(12.75%) and 115230 (11.48%) respectively. In current liabilities, customer deposit increased to 

9848095 from 8899546 constituting 9.63%. Deposits from other banks also increased by 95.08% compared to previous year. In 

equity, Share Capital, Share Premium and statutory reserves remained the same during the study period. General banking reserves 

was decreased by 212.64% amounting to 95249 from 297782 previous years. Revaluation reserve also declined by 9782 (12.64%). 

Retained earnings had been increased by 332286 (56.09%) due to more profit. In Long-term liabilities other than equity, other 

liability was increased by 296621 (49.16%) and Borrowings decreased to 400366 from 537026 (34.13%). To conclude the balance 

there is a proportionate increase in assets and liabilities as well. It indicates that the bank is progressing well. 

Total income was increased by 157317 (9.87%), income from interest received increased to 1351250 from 1225995 constituting 

(9.27%). Net income of interest after deducting interest paid against deposits increased by 2.79% amounted to 25280. Income from 

fees and commission reduced to 53144 (11.92%). Other operating income was increased from 57742 to 242923 (76.23%) within a 

year. 

Total expenses increased by 175582 (9.75%) in 2018 within a year. All expenses had increased except Transformation Costs 

decreased by 3.59%, interest paid by 22.40% due to more deposits in bank, operating expenses by 5.39%, Income tax had increased 

to 125753from 106596 constituting 15.23%. While comparing income and expenses, both increased proportionately by 10%. It 

shows that there is a positive impact on expenses over income. Financial position of ZANACO is good. 

Common Size Statement Analysis  

In assets, current assets had decreased from 34.56 percent in 2015 to 21.23 percent in 2019 whereas fixed assets fluctuated between 

3.04 percent and 4.51 percent. It shows liquidity position declined year by year. Other assets like long-term loans, investment and 

advances showed increasing trend, except 53.25 percent 2016, from 62.04 percent to 74.45 percent. 

Out of total liabilities, current liabilities constituted more than 75 percent during the period under study and steadily increased to 

83.65 percent in 2019. It shows Zanaco is in danger zone in case of liquidity. Total Equity was declined from 13.09 percent to 7.91 

percent during the period under study. Other liabilities like borrowings, provisions also decreased from 10.99 percent to 8.44 percent 

in total liabilities. 

Out of total income, Interest income was the major income constituted more than 65 percent in all years under the study and ranged 

from 66.17 percent to 71.11 percent. Income from fee and commission fluctuated from 21.84 percent to 27.96 percent, major income 

next to interest. Foreign exchange is 8.98 percent in 2015 only. Other operating income increased from 0.48 percent to 11.90 percent. 

Insignificant percentage of 2.51 from gain on revaluation of property occurred in 2017 only. 

Out of total expenses, operating expenses constituted about 60 percent in all years under study and reduced to 64.17 percent in 2019 

from 67.66 percent in 2018. Interest expense was second major expenditure ranged from 16.15 percent to 24.43 percent. Income 

tax expenses fluctuated based on income ranged from 2.75 percent in 2017 to 6.97 percent in 2019. 

 

Trend Percentage  

Total assets had been increasing year by year during the study period, 49.71% increase from the base year. Property and equipment 

increased in all years from the base year, highest increase in 2019 (190.20%). Investment securities increased in all years except 

2016, from 65.09% to 248.86%. Loans and advances also increased to 139.84% and declined in 2016 and 2017 by 92.49% and 

93.52% respectively. Other assets also increased to 360.45% with a decline of 83.82% in 2016. Current assets like Cash and Bank 

and Balances with other banks increased during the period under study. Cash and bank was fluctuating from 66.50% to 156.26% 

from the base value. Balances with other banks are highly fluctuating irregularly from 65.65% to 108.42%. 

Overall liabilities had been increasing year by year. Customer deposits had been increasing to 163.23% during the study period. 

There was no trace of deposits from other banks in 2015. In 2016, there was a little and declined in 2017 to 4.29%. There was a 

huge hike in 2019 to 3403.36%. Trend of Borrowings was zigzag during the period under study. There were no change in share 

capital, premium and statutory reserve during the study period. General banking reserves got declining to 31.81% in 2019. 

Revaluation reserves had been increasing since the base year. Retained earnings fluctuated zig-zagly. Total equity declined to 

90.44% in 2019. In the Trend Percentage of balance sheet, it is concluded that both assets and liabilities have been increasing year 

by year. It shows growth of the bank. 

Total income had been increasing year by year to reach 164.35%, all items under income showed increasing trend during the study 

period. Interest income increased to 156.33% from the base value. Interest Margin (Interest earned minus interest paid) increased 

to 167.55%. Fee and commission income increased to 145.23% during the period under study. Other operating income declined in 

2016, 2017 and 2018 by 17.30%, 18.48% and 47.08% respectively and sudden hike in 2019 to 198.07%. 
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All expenses increased except transformation costs during the study period between 2015 and 2019. Interest paid increased 

continuously year after year due to increase in deposits and less withdrawals. Other operating expenses were increasing in all the 

years under study. There was no transformation cost in 2015 but it reduced to 31.28 in 2019. Income Tax was also increasing in the 

study period. In Trend Percentage of Income and Expense, it is concluded that the income and expenses were increasing. It shows 

ZANACO is progressing well. 

 

VI. SUGGESTION  

 

The following suggestions are offered based on the findings.  

Extension of Bank Branches: Extension of bank branches is good and deepening year by year as per the figures given in reports.  

Priority Sector Advances: Though the amount issued under Priority Sector Advances is on the increase, the proportion of the same 

in the total advances is on decrease as per the analysis. Besides giving impetus to other priority sector advances, banks should lay 

stress on agricultural and small-scale industries advances also, as their performance is deteriorating in this regard. Considering the 

importance of priority sector advances where agriculture is the major occupation, it is suggested that the commercial banks should 

make committed efforts to achieve the national targets for agriculture sector, so that the major proportion of beneficiaries may be 

benefited. Proportion of Retail Credit to Consumer Durables can be enhanced to reach more Customers. 

Globalisation: Globalisation has brought fierce competition from international banks. In order to compete with new entrants 

effectively, commercial banks need to possess strong balance sheets, which indicate the real strength of the bank. The entry of new 

private sector banks and foreign banks equipped with latest technology and technology-driven product lines have really sensitized 

the ordinary customers of the banking services to the need for quality in terms of innovative products as well as delivery process. 

These banks are aggressively targeting the retail business and 

Consequently, grabbing the market share of public sector banks. Hence, to compete with the competitive area, the existing banks 

should improve their performance by the introduction of new technology.  

Risk Management: Globalization and liberalization are forcing banks to take more risks to compete effectively in the global market 

place. One of the important risks is compliance risk. It is the risk to comply with laws, rules and standards such as market conduct, 

treating customers fairly, etc. To mitigate this risk, banks should develop compliance culture in their organization. It is not only the 

duty of compliance specialists, but also of the banks. They can manage compliance risk by putting in place compliance functions 

that are in consistence with compliance principles. Liquidity risk arises when banks are unable to meet their obligations when they 

become due. To manage the mismatch of assets and liabilities, banks should analyse the accounting data both on static as well as 

dynamic basis. Deposits of higher value are the most important item to be monitored regularly, as sudden withdrawal of these 

deposits might cause liquidity problem for the bank. In addition, incentives to these deposits in the time of falling interest rates 

could create strain on liquidity. 

Innovations in Customer Services: Satisfied customer is the best guarantee for stability of the organization in the end. Banks 

can satisfy their customers only by providing customised, cost effective and timely services. With the help of technology, banks 

are able to provide plethora of products and services to their customers, which suit them.  

Customer Education: Special efforts are required to educate the customers in the use of technology in banking. Banks should 

make use of Print media, Television, All India Radio for this purpose. Short training programmes at the branch level can also be 

arranged for customers. A Financial Literacy and counselling Centre should be available in every block in the country to assist 

informed decision making of the bank customers. 

Internet Banking: There should be a secure total protection policy / zero liability against loss for any customer-induced transaction 

utilising technology through ATMs/ POS/Online banking etc.A customer should not be made to be out of funds when any loss 

suffered because of Net/ATM banking transactions. All the rules in respect of internet banking should be so designed as to encourage 

consumers to feel safe about electronic transactions. Banks have to ensure that all internet banking is made fail-safe by putting in 

place robust and dynamic fraud detection and prevention systems. Computerised / network delivery channels should have enhanced 

customer ease of operations and reduced costs for banks. Banks have to put in place fail-safe security systems for access, transactions 

etc. to increase the confidence of the bank customers to enable migration to electronic medium from conventional banking. 

 

VII. CONCLUSION  

The economic growth of the country is an apt indicator for the growth of the banking sector. The Zambian economy is projected to 

grow at a rate of 5-6 per cent and in the capabilities of the Central Bank of Zambia as an able central regulatory authority, whose 

policies have shielded Zambian banks from excessive leveraging and making high-risk investments. The competitive scenario in 

Zambia is strong, with the landscape primarily dominated by government banks. Market entry at the country level is expected to be 

tough for new players due to the moderately consolidated nature of the industry and extremely high competition. Hence, it is 

concluded that the ZANACO is playing vital role in extending its services through various means and ways by extending its 

customer services to the needy and thereby bringing stability to the National Economy. 
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