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ABSTRACT
Asset-Liability Management (ALM) is a means of making a financial institution profitable.

Organizations use various ALM practices from time to time to grab greater market share, which
in turn leads to profit which is the whole sole aim of companies. The banking business in Uganda
operates in a lot of competition and thus adopting the best ALM practices would help them to
remain competitive. The study specifically sought to analyse ALM practices in Ugandan

commercial banks with a case study of Tropical Bank Ltd.

The study adopted a descriptive research design. The sample size constituted 40 staff from 4
branches of Kampala road, Kawempe, Katwe, and Nakivubo. The research used stratified and
purposive sampling methods. Stratified sampling technique was used to select the five branches.
Staff were selected using Purposive method. Data was collected using structured questionnaires
which employed a five-point Likert scale in rating various responses. Data was analysed using
statistical package for the social sciences, (SPSS). The descriptive analysis was done to show the

mean, frequency distribution and percentage results.

Findings revealed that three ALM practices of liquidity management, core or stable deposit base
and minimum net profit margins are implemented by Tropical bank. However net profit margin
practices were found more effective followed by core or stable deposit base while liquidity
practices came least. From the study findings, the appropriate strategies for improving on the
ALM practices used by tropical bank include Board of Directors and Senior Management getting
involved in ALM implementation, introducing an effective information management system,
putting in place a formal policy to guide ALM, introducing a sound liquidity management plan,

and management getting committed to adapting to new changes in ALM.



CHAPTER ONE

1.0 Introduction
Banks and other financial institutions provide services which expose them to various kinds

of risks like credit risk, interest risk and liquidity risk. Proper Asset- Liability Management
controls the risks inherent in the business due to mismatches between assets and liabilities (Tee,
2017). Asset-Liability Management is an approach that provides institutions with protection that
makes such risk acceptable (Dash, 2016). This study will therefore analyse the Asset-Liability
Management practices adopted by Tropical bank. This chapter will focus on the background to
the study, statement of the problem, purpose of the study, objectives of the study, research

questions, and scope of the study, and significance of the study.

1.1 Background to the study
Asset-Liability Management is a practice used by financial institutions to mitigate financial risks

resulting from a mismatch of assets and liabilities. ALM strategies employ a combination of risk
management and financial planning and are often used by organizations to manage long-term
risks that can arise due to changing circumstances (CFI, 2020). Asset Liability Management in
practical terms amounts to management of total balance sheet items, its size and quality (Shikher,
2020). Shikher (2020) adds that it involves conscious decisions with regard to asset liability
structure in order to maximize interest earnings within the frame work of perceived risk with

quantification of risk.

Asset-Liability Management (ALM) encompasses the process of managing Net Interest Margin

(NIM), within the overall risk. It calls for an integrated approach to decision making with regard



to type (demand/time maturities) and size (portfolios) of financial assets and liabilities and their
mix and volumes (turnover). The success of ALM hinges on matching of assets and liabilities in

terms of Rate and maturity to optimize the yield and maintain/improve the NIM (Banton, 2020).

In general, ALM are efforts by the bank’s Board and senior management team to carefully
balance the bank’s current and long term potential earnings with the need to maintain adequate
liquidity and appropriate interest rate risk exposure. Each bank has a distinct strategy, customer
base, product selection, funding distribution, asset mix, and risk profile. These differences
require that assessment of risk exposure and risk management practices be customized to each
bank’s specific risks and not take a one size fits all approach (Gray, 2020). At its core, Asset and
Liability Management is a way for financial institutions to address risks resulting from a
mismatch of assets and liabilities. Most often, the mismatches are a result of changes to the
financial landscape, such as changing interest rates or liquidity requirements (CFI, 2020).
Implementing better ALM practices can provide benefits to organizations as it is important for
organizations to fully understand their assets and liabilities. One of the benefits of implementing
ALM is that an institution can manage its liabilities strategically to better itself for future
uncertainties (Davis, 2018). According to Davis (2018), the best practices for ALM include;
Effective liquidity management plans, be able to identify their core or stable deposit base, be
able to identify the Minimum Net Margin. Failure to properly manage assets and liabilities

accounts for a bigger percentage as to why financial institutions are making losses (FMS, 2020).

Tropical bank was established in 1973 as the Arab Libyan Bank for Foreign Trade &
Development. In 1994 Arab Libyan Bank for Foreign Trade and Development changed to

Tropical Africa Bank Limited. In 2006 Tropical Africa Bank Limited was re-branded as Tropical


https://corporatefinanceinstitute.com/resources/knowledge/finance/interest-rate/

Bank Limited. The bank is owned by the Libyan government with 99.7 percent of the share
capital through the Libyan Foreign Bank. The remaining percentage of 0.3 is owned by the
Ugandan government through the Ministry of Finance and Economic Development. By January
2019, Tropical Bank had a network of 15 branches in central, eastern and western parts of
Uganda. The bank's plan is to open as many branches in neighbouring countries in as far as
central and East Africa. The bank offers both retail as well as corporate products; personal
banking, business banking, forex, ATM services, online banking, loans and overdrafts, banking

and finance (Sheba & Mukasa, 2011).

According to the bank’s financial statements for the year ended 31% December 2018, Tropical
Bank losses increased by 4.9% to Shs5.78bn in 2018, up from Shs5.52bn recorded in 2017. In
2016, the financial institution made a loss of Shs13.4bn despite of the registered profits of 4.3bn
and 1.91bn for 2014 and 2015 respectively. A critical look at Tropical bank’s results for the last
five years indicates that the financial institution still has a long way to go in as far as recording
profits sustainably is concerned (Senyoyi,2019). Tropical bank losses are also accounted on
poor Asset-liability Management (Lubwama, 2018). According to Lubwama (2018), Tropical
bank has tried to grow the assets and liabilities through the sale of the bank’s products and
services so as to achieve business growth in line with the bank’s retail business objectives but no
evidence as to whether Tropical bank has fully adopted the Asset-Liability practices of getting
the Board Involved, Educating the Board, Selecting the Right Model, Evaluating vendors
carefully, Document, Test, and Validating, thus the need to analyze the Asset-Liability

Management practices adopted by Tropical bank.


mhtml:file://E:/FLASH/Shamira/Yassir%20chapter%20final%20report.mht!https://en.wikipedia.org/wiki/Libyan_government
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1.2 Problem Statement
Tropical bank has made losses for the past five years despite all the efforts by the bank to

improve its performance (Senyonyi, 2019). Findings from audited financial statements of 2014
and 2015 indicate that tropical bank had been making profits. For instance, in 2014 the bank
made a profit of 4.3bn, which reduced to Shs.1.91bn in 2015 (Senyonyi, 2019). But the problem
started in 2016 when the financial institution made a loss of Shs13.4bn, whereas in 2017, the
Bank’s losses were 5.52bn. Tropical Bank losses however increased by 4.9% to Shs5.78bn in
2018, up from Shs5.52bn recorded in 2017. A critical look at Tropical bank’s results for the last
five years indicates that the financial institution still has a long way to go in as far as recording
profits sustainably is concerned (Senyonyi, 2019). According to Davis (2018), poor Asset-
Liability Management practices account for a bigger percentage of the losses made by financial
institutions. The continuous losses at Tropical bank are an indication of an Asset-Liability
Management (ALM) problem. It is upon this background that the study seeks to analyze the

ALM practices adopted by Tropical bank to determine their impact on the Bank’s profitability.

1.3 Purpose of the study
The purpose of the study was to analyze Asset-Liability Management practices at Tropical bank

Ltd

1.3.1Research objectives:
The specific research objectives were;
I.  To identify Asset-Liability Management practices adopted by Tropical Bank Ltd.
ii.  To evaluate the effectiveness of the Asset-Liability Management practices adopted by

Tropical bank

iii.  To identify strategies for improving on the Asset-Liability Management practices adopted

by Tropical bank



1.3.2 Research questions

i.  What are the Asset-Liability Management practices adopted by Tropical Bank Ltd?

ii.  How effective are the Asset-Liability Management practices adopted by Tropical bank?

iii.  What strategies should Tropical bank adopt to improve on its Asset-Liability

Management practices?

1.4 Scope of the study

1.4.1 Subject scope
The study focused on analyzing the effectiveness of Asset-Liability Management practices

adopted by Tropical Bank. This is because Asset-Liability Management practices are a driving
force for the growth of any financial institution and thus they must be effective to achieve
growth.

1.4.2 Geographical scope

The research was done within central Uganda, Kampala, Tropical bank Head offices. The Head
Office was selected simply because it is responsible for the overall Asset-Liability management
of the bank.

1.4.3 Time scope

The study analysed the Asset-Liability Management practices implemented and their
effectiveness for a period between 2013 and 2020. This is because the bank has made losses in
this period and thus there was a need to evaluate its ALM.

1.5 Significance of the study

The study will be useful to Tropical bank top management (CEO and managers in different
departments) as it identifies the weaknesses in its Asset-Liability Management practices adopted

and suggests solutions for the weakness and also provides the best practical and effective ways



of implementing Asset-Liability Management practices that help the bank to improve, hence

growth.

This study will provide a basis for making policies in different banks regarding implementation
of Asset-Liability Management practices. This is because the study provided recommendations
on the best Asset-Liability Management practices and the best way to implement them. These
recommendations will thus guide policy formulation and implementation of Asset-Liability
Management practices.

The study will provide future literature for those researching about Asset-Liability Management
practices in different institutions. This is because the study provided a wider understanding of
Asset-Liability Management practices and any future study by any researcher will find this
information important in their study.

1.6 Operational definitions

Asset

An asset is a resource with economic value that an individual, corporation, or country owns or

controls with the expectation that it will provide a future benefit (Barone, 2021).
Liability
A liability is something a person or company owes, usually a sum of money. Liabilities are

settled over time through the transfer of economic benefits including money, goods, or services

(Hayes, 2020).

Management

Management (or managing) is the administration of an organization, whether it is a business,

a not-for-profit organization, or government body. Management includes the activities of setting
6
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the strategy of an organization and coordinating the efforts of its employees (or volunteers) to
accomplish  its objectives through ~ the  application  of  available resources,  such
as financial, natural, technological, and human resources. The term "management” may also refer

to those people who manage an organization (Tee, 2017).
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CHAPTER TWO
LITERATURE REVIEW

2.0 Introduction
This chapter gives a review of some of the related studies that have been conducted by other

researchers on Asset-Liability Management (ALM). The study will cover ALM practices
adopted by Tropical Bank, the challenges faced by Tropical Bank while implementing the ALM
practices adopted, and the strategies for improving ALM practices adopted by the Bank.

2.1 Asset-Liability Management (ALM)

Asset-Liability Management is the process of managing the use of assets and cash flows to
reduce the firm’s risk of loss from not paying a liability on time (Banton, 2020). Well-managed
assets and liabilities increase business profits. The Asset-Liability Management process is
typically applied to bank loan portfolios and pension plans. It also involves the Economic Value
of Equity (Banton, 2020). ALM strategies employ a combination of risk management and
financial planning and are often used by organizations to manage long-term risks that can arise
due to changing circumstances (CFI, 2020). The concept of Asset-Liability Management focuses
on the timing of cash flows because company managers must plan for the payment of liabilities.
The process must ensure that assets are available to pay debts as they come due and that assets or
earnings can be converted into cash. The Asset-Liability Management process applies to
different categories of assets on the balance sheet. The practice of asset and liability management
can include many factors, including strategic allocation of assets, risk mitigation, and adjustment
of regulatory and capital frameworks. By successfully matching assets against liabilities,
financial institutions are left with a surplus that can be actively managed to maximize their

investment returns and increase profitability (CF1,2020).


https://www.investopedia.com/terms/c/cashflow.asp
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2.2 Asset-Liability Management practices
Asset-Liability Management (ALM) is a mechanism designed to address the risk faced by

banks due to a mismatch between assets and liabilities, which arises either because of liquidity
or because of changes in interest rates. As such, Asset-Liability Management techniques
involve ALM finance and ALM banking. Banks use Asset-Liability Management techniques

as part of an overall Asset-Liability Management system (Teeboom, 2019).

Effective liquidity management plans. Liquidity is the ability of a bank to fund increases in
assets and meet obligations as they come due, without incurring unacceptable losses (Bassel,
2019). This means that banks must know how much liquidity they have and how they would
fund depositors’ demands at any time. According to Basel, the principals of effective liquidity

management are;

Each bank should have an agreed strategy for the day-to-day management of liquidity. This

strategy should be communicated throughout the organization.

A bank’s Board of Directors should approve the strategy and significant policies related to the
management of liquidity. The board should also ensure that senior management takes the steps
necessary to monitor and control liquidity risk. The board should be informed regularly of the
liquidity situation of the bank and immediately if there are any material changes in the bank’s

current or prospective liquidity position.

Each bank should have a management structure in place to execute effectively the liquidity
strategy. This structure should include the ongoing involvement of members of senior
management. Senior management must ensure that liquidity is effectively managed, and that

appropriate policies and procedures are established to control and limit liquidity risk. Banks



should set and regularly review limits on the size of their liquidity positions over particular time

horizons.

A bank must have adequate information systems for measuring, monitoring, controlling and
reporting liquidity risk. Reports should be provided on a timely basis to the bank’s Board of

Directors, senior management and other appropriate personnel.

Be able to identify their core or stable deposit base. Core deposits refer to deposits that form a
stable source of funds for lending banks. Such deposits may be varied in nature, and can
encompass small-denomination time deposits, payment accounts, as well as checking accounts.
Core deposits are made in a bank's natural demographic market and offer numerous advantages
to financial institutions, including predictable costs, and reliable gauges of customer loyalty.
Core deposits are used in conjunction with brokered deposits to boost capital (Kagan, 2020) and
these are matched against longer-term assets to reduce interest rate risk. Such deposits include
equity, certificates of deposit with penalties for early withdrawal, retirement savings, savings
with a stated purpose, and regular savings accounts with small balances (Kagan, 2020). Banks
can increase their core deposits with local marketing campaigns and customer incentive
programs. Furthermore, existing deposit customers can become strong sources for cross-selling
opportunities. The act of building core deposits is similar to same-store sales growth, in that both
revenue increases are organic in nature. Consequently, core deposits are viewed as an essential
component to retail banks, which may otherwise struggle to remain afloat without them (Banton,
2020). Kagan, (2020) identified the methods of stimulating core deposits. These include:
Enhancing convenience by offering increased access to ATM networks, Constructing additional

bank branches, Bolstering online services, Increasing customer service via telephone, Offering

10
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tailored services, Competitively pricing products and services, including credit cards and wire

transfers, Generally offering best-in-class banking experiences.

Be able to identify the Minimum Net Margin. Profit margin is one of the commonly
used profitability ratios to gauge the degree to which a company or a business activity makes
money. It represents what percentage of sales has turned into profits. Simply put, the percentage
figure indicates how many cents of profit the business has generated for each dollar of sale. For
instance, if a business reports that it achieved a 35% profit margin during the last quarter, it
means that it had a net income of $0.35 for each dollar of sales generated (Segal, 2020). To grow
your business, you need to track financial information and measure performance. One metric you

should be keeping an eye on is your business’ profit margin (Kappel, 2020).

2.3 Challenges when implementing ALM practices

ALM is not easy. The risks faced by the banks are multi-dimensional and interconnected. Also,
the balance sheet of a bank is typically quite multifaceted and full of complex details linked to
risks (Mors, 2020).The following are typical challenges that banks face from an Asset-Liability
Management point of view. These challenges can cause significant profitability effects for a

bank.

Change in Customer behaviour

Customer behavior is constantly changing. Banks are exposed to these changes, through the
possibility offered to their customers to pre-pay their loans or withdraw savings without prior
notice. Customers using these possibilities may cause unpleasant surprises for the bank, as the
interest rate and liquidity risk may change unexpectedly. It is important to stay at the forefront of
possible changes in customer behavior. It is also important for banks to be able to measure the

effect from changed customer behavior on interest rate and liquidity risk. Being on the front foot

11
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of customer behavior enables banks to react quickly and to protect their Net Interest Income
(NII).

Managing risks within internal and regulatory constraints

Requirements faced by ALM in banks are continuously changing and are in most cases
increasingly challenging. Both the internal risk policies and limits, as well as the regulatory
requirements, are important and must be fulfilled.

Balancing between changes in value and changes in Net Interest Income (NII)

Balancing between changes in values of the Assets and Liabilities and changes in Net Interest
Income is a further complicated challenge for a bank. The potential changes in value are
expressed as Economic Value of Equity (EVE), and the potential changes in NII are expressed as
Earnings at Risk (EaR). The challenge is that improving EVE might mean a contradictory effect

for EaR, and vice versa.

Mismatch between Strategy and Structure

Although an organization’s structure may be appropriate for past strategies, it may require
significant change to be suited to new and different business strategies (Kessler & Kelly, 2010).
When an organization changes its strategy, the existing organizational structure may become
ineffective (Wendy, 2009). Symptoms of an ineffective organizational structure include too
many levels of management, too many meetings attended by too many people, too much
attention being directed toward solving interdepartmental conflicts, too large a span of control;
and too many unachieved objectives (David, 2014). Changes in structure should not be expected
to make a bad Strategy good, or to make bad managers good, or to make bad products sell
(Chandler, 2015).

Connecting Strategy Formulation to Implementation

12



Taylor (2016) finds need for top managers to recognize that they cannot plan everything and that
strategies are bound to be translated into action within an organization. Johnson and Scholes
(2012) point out the assumption that top management can plan strategy implementation at the top
then cascade down through the organization is not tenable. It should be recognized that how top
managers conceive strategies is not the same as how those lower down in the organization
conceive them. Therefore, there needs to be ways of relating the strategic direction to the
everyday realities of people in the organization. It’s therefore vital that middle managers are
engaged with and committed to such strategies so that they can perform this translation process

(Kazmi, 2012).

2.4 Recommendations to confront the challenges

Commitment of Top Management in Implementation

The most important thing when implementing a strategy is the top-level management’s
commitment to the strategic direction itself. This is undoubtedly a prerequisite for strategy
implementation. Therefore, top managers must demonstrate their willingness to give energy and
loyalty to the implementation process. This demonstrable commitment becomes, at the same
time, a positive signal for all the affected organizational members (Raps and Kauffman, 2015).
To successfully improve the overall probability that the strategy is implemented as intended,
senior executives must abandon the notion that lower-level managers have the same perceptions
of the strategy and its implementation, of its underlying rationale, and its urgency and instead,
they must believe the exact opposite. They must not spare any effort to persuade the employees
of their ideas (Raps and Kauffman, 2015). Overall though, it is increasingly acknowledged that

the traditionally recognized problems of inappropriate organizational structure and lack of top
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management backing are the main inhibiting factors to effective strategy implementation

(Aaltonen and Ikavalko, 2012).

An effective management information system (MIS)

An effective MIS is crucial for improving ALM strategies. The essential characteristics of an
effective management information system are; MIS is management oriented, MIS is developed
under the direction of management, MIS is an integrated system, common data flow, MIS is
based upon future needs of the business, MIS is composed of sub-systems, MIS requires
flexibility, distributed data processing, and MIS is mostly computerized (Chand, 2019). He adds

that to be effective in ALM these must be incorporated within the MIS.

Formal, written liquidity and ALM banking and ALM finance policies

As in all operational areas, ALM must be guided by a formal policy that was developed and
written by the officials with the assistance of operational management. The policy should be
reviewed by officials annually and revised as needed. The ALM and liquidity policies may be
two separate policies or one comprehensive policy. In any case, the ALM and liquidity policies
cannot be written in isolation, as decisions on lending, investments, liabilities, and equity are all
interrelated (Biety, 2017). ALM banking and ALM finance require coordinated management of
a bank's entire balance sheet (Teeboom,2019). Teeboom (2019) adds that this requires properly

set policies to have everything work as designed.

Tools in place to monitor liquidity
In order to successfully monitor the ALM position of a savings institution: Managers must have
effective liquidity management plans in place. Managers must be able to identify the core or

stable deposit base in the institution and match that against longer-term assets to reduce the
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Interest Rate Risk. Stable deposits include: equity, certificates of deposit with penalties for early
withdrawal, retirement savings, savings with a stated purpose, and regular savings accounts with
small balances. Within each savings account type, managers must determine the amount or

percentage of funds that can be used to fund longer-term loans (Biety, 2017).

A commitment to change both deposit and loan interest rates as demanded by the local
market. Commitment to change (C2C), an essential component of a successful change
implementation, is best described as a state of mind that ties a person to a particular course of
action. C2C is influenced by organizational commitment, and can be thought of as being
comprised of three components: Affective commitment (AC2C) feelings of attachment to the
organization, and desire to support change initiatives, Normative commitment (NC2C) sense of
obligation to be supportive of the organization’s plans for change, Continuance commitment
(CC2C) fear of costs of leaving or resisting organizational changes (Melcher, 2020).

2.5 Conclusion

All over the world, the large multinational corporations (banks) to medium and even small banks
recognize ALM as a serious management practice that needs immediate attention because of its
effects relating to company growth, and survival in this competing environment. Different
researchers have conducted studies about ALM and many have recommended that for an
organization to be effective and satisfy customer needs, attract more customers, it has to instil
confidence in them, and one way of instilling this confidence is proper ALM thus the need for
ALM practices at Tropical Bank and strategies to improve them.

The next chapter will look at how the research will be conducted that is to say the methodology.
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CHAPTER THREE
METHODOLOGY

3.0 Introduction
This chapter dealt with how research was carried out. The procedures that were followed to

collect data, the population under study, the sample size that was considered and the reasons for
its selection, the research instrument that was used to collect data, the method of data collection,
as well as the techniques that were used to analyse the data. This chapter also includes the
limitation of the research study that were faced in carrying out the research.

3.1 Research designs

Research design is a set of methods and procedures used in collecting and analysing measures of
variables in a research problem (John, 2014). The study adopted a descriptive research design
approach. Descriptive research is defined as a research method that describes the characteristics
of the population or phenomenon studied. The study primarily focused on describing the nature
of a demographic segment, without focusing on why a certain phenomenon occurs. This design
was used to understand how Tropical Bank can improve its ALM practices basing on the
findings from questionnaires. The study adopted both quantitative and qualitative research
approach. Quantitative research focuses on gathering numerical data and generalizing it
across groups of people to explain a particular phenomenon. The study used numerical data
collected using questionnaires on ALM. Qualitative opinions were collected using an
interview guide.

3.2 Study population

Population is a collection of organisms of same group or species which live in a particular
geographical area (Daniel, 2007). The study populations included 40 staff that is to say; 12 from

Kampala road, 10 from Nakivubo, 10 from Katwe and 8 from Kawempe Tropical bank branches.
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The 4 branches were selected because they have more clients compared to any other branches
across the country.

3.3 Sample size.

Sample size is the number of individual samples measured or observations used in a survey or
experiment (Kirkwood, 2010). The total sample size was 40 respondents from a total population
of 40 which was determined according to Morgan’s table of sample size. The sample size was

derived using the Krejcie and Morgan, (1970) table of determining sample size.

Table 3.1: Sample size of respondents

Bank branch Population Sample
Kampala 12 12
Nakivubo 10 10
Katwe 10 10
Kawempe 8 8

Total 40 40

Source; Primary data

The clients sample elements will be distributed to the four bank branches as shown in the table
above

3.4 Sampling techniques and procedures
A sampling technique is a method used when choosing a subgroup from a population to

participate in a study (Lucas & Samuel, 2012). The research used purposive technique. Purposive
sampling is a non-probability sample that is selected based on characteristics of a population and
the object of the study (John, 2017). Purposive sampling was used to obtain data from staff since

they have more knowledge about the study.
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3.5 Data Collection
Data collection is the process of gathering and measuring information on targeted variables in an

established system, which then enables one to answer relevant questions and evaluate outcomes
(Weimer, 2019). The researcher used primary data which was gathered from Tropical Bank
branches of Kampala road, Nakivubo, Katwe and Kawempe.

3.5.1 Data sources

A data source, in the context of computer science and computer applications, is the location
where data that is being used comes from. In a database management system, the primary data
source is the database, which can be located in a disk or a remote server (Ken, 2009). The study
used both primary and secondary data sources.

3.5.1.1 Primary data

Primary data is data that is collected by a researcher from first-hand sources (Ken, 2009).
Primary data was collected from Tropical Bank staff.

3.5.1.2 Secondary data

Secondary data is the data that has already been collected through primary sources and made
readily available for researchers to use for their own research. It is a type of data that has already
been collected in the past. Secondary data was gathered through a comprehensive literature
search in order to evaluate the ALM at Tropical Bank. A detailed internet search on the topic was
undertaken in online databases such as Emerald searches, Google searches, Yahoo searches,
dissertation abstracts, online reports, and leading money laundering journals. Data was also
sourced from regulatory authorities like Bank of Uganda.

3.5.3 Data Collection procedures and Instruments

Data collection is the process of gathering and measuring information on targeted variables in an

established system, which then enables one to answer relevant questions and evaluate outcomes
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(Weimer, 2019). The study used primary data which was got from Tropical Bank staff.
According to Hamza (2014), the following are the data collection methods that the study adopted
to collect data:

3.5.3.1 Interview

Interviewing is a popular way of gathering qualitative research data because it is perceived as
"talking," and talking is natural. The type of interview most often used in educational evaluation,
is the semi-structured interview. A semi-structured interview means questions are predetermined,
but the interviewer is free to ask for clarification. During an interview evaluation, the following
issues and decisions need to be addressed: decide whom to interview; choose when to stop a
particular interview; select a place for the interview; decide which questions to ask; and consider
how the data was collected (Dale Thomas Griffee 2005). Interviewees were selected purposively
mainly to include managers from different departments. This method will help the researcher to
explain, better understand, and explore research subjects' opinions, behaviour, experiences, and
phenomenon. Interview questions are usually open-ended questions so that in-depth information
will be got.

3.5.3.2 Questionnaires

A questionnaire is a list of survey questions asked to respondents designed to gather specific
information. It is needed in quantitative, qualitative and mixed research designs. As a research
instrument, it is used to collect standard data over large numbers of people. The questionnaires
were designed based on the Likert scale for respondents to give their rating of the questions
asked. The Linkert scale aligns responses on a scale of 1-5 where 1= strongly disagree, 2=
disagree, 3= not sure, 4= Agree, and 5= strongly agree. The questionnaires will be self-

administered to the selected respondent staff. The measurement instrument for this study
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consisted of four sections, that is to say section A which was about demographic characteristics
of respondents, section B about ALM practices adopted by Tropical Bank, while section C was
about the effectiveness of the ALM practices adopted, and section D was on strategies to
improve ALM strategies at Tropical Bank.

3.6 Data processing, analysis and presentation

Data processing is a process of translating raw collected data in usable information (Linda,
2011). The completed questionnaire was scrutinized for omissions and errors during the data
cleansing and verification process. The process included searching for missing responses and
screening the data for influential outliers. The data was analysed using Statistical Package for
the Social Sciences, (SPSS) version 20. Descriptive statistics to indicate the mean scores and
standard variation, averages of the factors, and demographic profile of respondents was done.

3.7 Validity

Validity refers to how well an instrument measures what it is intended to measure (Stephanie,
2016). Content validity is measured by computing the CV1 (Stephanie, 2016). To measure the
validity of the questionnaire, it was given to 05 experts to give their expert view on whether the
questionnaire would capture the intended data and their ratings were used to compute the CVI

index and only questions with the CVI index of 0.5 were retained and those below removed.

CVI=(Ne-N/2)/(N/2)according to Lawshe, (1975).

Where;

CVI= Content Validity Index

N = is the total number of panelists

Ne = is the number of panelists indicating that it is “essential”
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N/2 = is the average number of panelists

High scores of CVI indicate the agreement of members on the necessity of an item in the
instrument (Ayre & Scally, 2014).

3.8 Reliability

Reliability refers to the degree to which the instrument gives/yields consistent or the same results
on data when repeatedly administered (Mugenda & Mugenda, 2003). Reliability represents how
consistent a measure is, in that the different attempts at measuring the same thing converge on
the same point (Kothari, 2004). To ensure reliability, the questionnaire was pre-tested before the
actual surveys. The findings were entered into computer to allow for a Cronbach alpha test to be
done. The Cronbach alpha value of 0.7 or more is always considered as an indication of
reliability (Taber, 2018).

3.9.0 Ethical Considerations

Ethical principles respected while conducting this study were; the researcher first got a letter of
introduction from the College which was submitted to the selected Tropical bank in order to get
the permission of collecting data on the institution. Plagiarism was avoided by citing and
acknowledging all sources of previously published work which were used in this study. The
research used only primary data. This means that the problem of harming respondents and
deception was expected and this was avoided by gaining consent of respondents before
collecting data from them. Worries about invasion of privacy and lack of informed consent were

avoided by letting respondents to answer questions they were comfortable with.
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3.10 Conclusion
This chapter described the research methodology of the study, it explained the sample selection,

the sources of data and the statistical procedures used to analyses the data.
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CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS OF FINDINGS

4.0 Introduction
This chapter presents the results of the study and interpretation of findings. The chapter

comprised of four sections. Section one presents the sample characteristics showing, gender, age,
marital status, education, occupation and period served with the organization. The presentation
begins with a description of the sample characteristics using frequency distribution tables. The
second section of the chapter presents statistics that explain the study variables under study using
the item means and standard deviations. The presentation was guided by the following research

objectives;

I.  To identify asset-liability management practices adopted by Tropical Bank Ltd.
ii. To evaluate the effectiveness of the asset-liability management practices adopted by

Tropical bank

iii.  To identify strategies for improving on the asset-liability management practices adopted
by Tropical bank

The data collected was for only staff of Tropical Bank. The response rate of 100% was registered

that is out of 40 questionnaires issued, 40 questionnaires were collected back.

4.1. Back ground characteristics of respondents
The characteristics of staff were also studied and findings are discussed below.

4.1.1 Gender for staff
The study investigated the gender of respondents to examine the number of males and females

that took part in the study. The findings were summarized in the table below.
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Table 1: Showing the demographics of respondents

Item Frequency Percent
Male 28 69.6
Female 12 30.4
Total 40 100.0

Source: Primary data

From table 4.1 Tropical bank staff are more of male than female. The female compose of 30.4%
while 69.6% for men. This means that ladies take less attention to Tropical Bank adverts making
it hard to have more female staff compared to their male counterparts.

4.1.2 Age category of staff
This was studied to find out which category of age group has more staff in tropical bank.

Findings were summarized in the table below.

Table 2: Showing the Age categories of respondents

Item Frequency Percent

20-30 years 11 28.5
31-40 years 21 51.3
41-50 years 6 16.5
Above 51 years 2 3.8
Total 40 100.0

Source: primary data

Findings in table 4.2 revealed that majority of tropical bank staff are in the age category of 31-
40years taking 51.3%, followed by those in the category of 21-20years taking 28.5%, 16.5% are
in the category of 41-50years, and 3.8% were above 51years. Having most of tropical bank staff
in the age bracket of 31-41% is because most Ugandans in that age group are energetic and

banks are willing to employ them and in most cases they are fresh from campus.
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4.1.3 Marital status of staff
The marital status of tropical bank staff was studied to determine how many of the staff were

married, single, divorce, and widowed. The findings are summarized in the table below.

Table 3: Marital status of staff

ltem Frequency Percent

Married 17 41.8
Single 23 58.2
Total 40 100.0

Source: Primary data
The findings from the table 4.3 above revealed that 41.8% were married while 58.2% were single

an implication that tropical staff are more single men and women. This meant tropical bank staff
are youth who are committed to work and with less family disturbances, thus increasing service
delivery.

4.1.4 Level of education for tropical bank staff
The level of education for staff was also investigated and the findings are presented in the table

below.

Table 4: Highest level of education for respondents

Item Frequency Percent

Degree 30 75.3
Diploma 6 15.8
Certificate 4 8.9
Total 40 100.0

Source: Primary data

Table 4.4 revealed that 75.3% of staff studied had degrees, 15.8% had diplomas and 8.9% had
certificates an indication these respondents knew what they were answering in relation to the
study. Having most of the staff possessing degrees is an indication that the group of respondents

the research dealt with in this study knew what they were doing.
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4.1.5 Period you have banked with tropical bank
Investigations were conducted to determine the period the staff under study had banked with

tropical bank and the findings are summarized in the table below.

Table 5: For how long have you been banking with Tropical bank

Item Frequency Percent

1-3 years 15 38.0
4-6 years 16 38.6
7-9 years 2 3.8
above 9 years 7 19.6
Total 40 100.0

Source: Primary data

Table 4:5 indicate that 38% of the staff have worked with tropical bank for a period of 1-3years,
38.6% for 4-6years, 3.8% for 7.9years and 19.6% for over 9years. Having majority of the
respondents to have worked with tropical bank for a period of 4-6years plus those above 9years
implies that they had enough knowledge about the performance of the bank compared to those in

the category of 1-3years.

4.2 Asset-liability management practices adopted by Tropical bank

4.2.1 Liquidity management plans
In this section, staff were asked to evaluate the liquidity management plans used by tropical bank

using the statements given to them and responses were summarized in the table below.
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Table 6: Showing the descriptive statistics of liquidity management plans at Tropical bank

ltem Minimu| Maxim Std.
N m um Mean [Deviation

Tropical Bank has an agreed strategy for the day-to-
day management of liquidity that is well- 20l 1000 5000 37152| 1.71947
communicated.
Tropical Bank Board of Directors have an approved
the strategy and significant policies relating to the 40 1000 5.00 437971 1.29972
management of liquidity.
Tropical Bank has a management structure in place to
execute effectively the liquidity strategy. 40| 2001 5.00] 3.0380 1.07600)
Tropical Bank has adequate information systems for
measuring, monitoring, controlling and reporting] 4q 100l 500 34051 1.08867
liquidity risk.
Tropical Bank has set and regularly review limits on
the size of liquidity positions over particular time| 4q 100l 500 35316 1.20332
horizon.
Average 40 3.61392 (1.27744

Source: Primary Data

The results in table 4.6 about staff evaluation of liquidity management plans at tropical bank, the

findings revealed that majority of the respondents tended towards disagreement that Tropical

bank; has an agreed strategy for the day-to-day management of liquidity that is well

communicated (Mean=3.7152), Board of Directors have an approved the strategy and significant

policies relating to the management of liquidity (Mean=4.3797), has a management structure in

place to execute effectively the liquidity strategy (Mean=3.0380), has adequate information

systems for measuring, monitoring, controlling and reporting liquidity risk (Mean=3.4051), has

set and regularly review limits on the size of liquidity positions over particular time horizon

(Mean=3.5316).
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On average the respondents disagreed (Mean = 3.61392, SD = 1.27744) about the liquidity
management plans used by tropical bank. The average standard deviation of 1.27744 indicates
that the values from the data were close to the mean of the data set. It was also observed that all
the standard deviations were relatively high indicating a high response variance.

On the other hand, a content analysis was conducted to analyse qualitative responses from
respondents in regard to liquidity management plans at Tropical bank. The findings revealed that
Tropical bank has not put in place sound liquidity plans as respondents mentioned the fact that,
the bank does not have the capacity to meet its short term obligations as they follow due. This
information was in agreement with the quantitative findings. One can therefore conclude that
failure of Tropical Bank to have sound liquidity could be one of the reasons accounting to the
many losses incurred by the bank.

4.2.2 Core or stable deposit base
In this section, staff were asked to evaluate whether Tropical Bank has a stable deposit base for

managing its financial requirements and responses were summarized in the table below
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Table 7: Showing the Descriptive Statistics of core or stable deposits base

Item Minimu Std.
N m Maximum| Mean Deviation

Tropical Bank has an established source of
funds for lending. 40 1.00 5.00 2.1266 1.59111
Tropical Bank core deposits are made in the
bank’s demographic market that can easily 40 1.00 5.00 3.5949 195194
gauge customer loyalty.
Tropical Bank core deposits are used in
con!unctlon with brokered deposits to boost 40 1.00 5.00 23418 1 43555
capital.
Tropical Bank core deposits are matched
aga|n§t longer-term assets to reduce interest 40 1.00 5.00 5 4873 117152
rate risk.
Tropical Bank has put in place local
ma_rketmg cam_palgns and cu_stomer incentives 40 1.00 5.00 3.5949 195194
to increase on its core deposits.
Average 40 2.8291 1.340412

Source: Primary Data

The results in table 4.7 about staff evaluation of core or stable deposit base practices adopted by

Tropical Bank, the findings revealed that majority of the respondents tended towards

disagreement that Tropical bank; has an established source of funds for lending (Mean=2.1266),

core deposits are made in the bank’s demographic market that can easily gauge customer loyalty

(Mean=3.5949), core deposits are used in conjunction with brokered deposits to boost capital

(Mean=2.3418), core deposits are matched against longer-term assets to reduce interest rate risk

(Mean=2.4873), has put in place local marketing campaigns and customer incentives to increase

on its core deposits (Mean=3.5949).
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On average the respondents disagreed (Mean = 2.8291, SD = 1.340412) about core or stable
deposit base management practices used by tropical bank. The average standard deviation of
1.340412 indicates that the values from the data were close to the mean of the data set. It was
also observed that all the standard deviations were relatively high indicating a high response
variance.

On the other hand, a content analysis was conducted to analyse qualitative responses from
respondents in regard to core or stable deposit base at Tropical bank. The findings revealed that
Tropical Bank has put in place plans to manage its deposits base, however they are inadequate to
enable the bank have a sound deposit base. This information was in agreement with the
quantitative findings. One can therefore conclude that failure of Tropical Bank to have a sound
deposit plan could be one of the reasons accounting to the many losses incurred by the Bank.
4.2.3 Minimum net profit margin

In this section, staff were asked to evaluate the net profit management practices adopted by
Tropical Bank using the statements given to them and responses were summarized in the table

below:
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Table 8: Showing Descriptive Statistics of Credibility as Service Quality standard

Item Minim | Maxim Std.
N[ um um Mean | Deviation

Tropical Bank has an established system for tracking
financial information and measuring financial 40 1.00 500l 21013 1.43740
performance.
Tropical Bank has put in place strategies for improving
on its profit margins. 40 1.00] 5.00[f 3.6519( 1.30617
Tropical Bank directors have established policies for
controlling the bank’s expenditures. 401 1.00f 5.00{ 1.7722 1.24613
Tropical Bank has put in place new services that attract
new clients and retain existing ones. 40| 1.00] 5.00] 1.9747| 1.49713
Tropical Bank has put in place local marketing
campaigns to increase on its market share. 40 1.00f 5.00{ 3.4810[ 1.37179
Average 40 2.59622 [1.371724

Source: Primary Data

The results in table 4.8 about staff evaluation of the minimum net profit margin practices adopted

by Tropical Bank, the findings revealed that majority of the respondents tended towards

disagreement that Tropical bank; has an established system for tracking financial information

and measuring financial performance (Mean=2.1013), has put in place strategies for improving

on its profit margins (Mean=3.6519), directors have established policies for controlling the

bank’s expenditures (Mean=1.7722), has put in place new services that attract new clients and

retain existing ones (Mean=1.9747), has put in place local marketing campaigns to increase on

its market share (Mean=3.4810).

On Average, the respondents disagreed (Mean = 2.59622, SD = 1.371724) about minimum net

profit margin practices adopted by Tropical Bank. The average standard deviation of 1.340412
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indicates that the values from the data were close to the mean of the data set. It was also

observed that all the standard deviations were relatively high indicating a high response variance.

On the other hand, a content analysis was conducted to analyse qualitative responses from
respondents in regard to net profit margin plans at Tropical Bank. The findings revealed that
Tropical Bank has put in place plans to increase its net profit profits margins. The respondents
mentioned plans like increased sales promotion, advertising, after sales services have been
adopted the Bank, however the effectiveness of these services is still lacking. This information
was in agreement with the quantitative findings. One can therefore conclude that failure of
Tropical Bank to have a sound net profit margin could be one of the reasons accounting to the
many losses incurred by the bank.

4.3 Strategies for improving Asset-Liability management practices at Tropical Bank
Respondents were asked to rate the suggested strategies for improving the Asset-Liability
management practices adopted by Tropical Bank and their responses were summarized in the

table below.
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Table 9: Showing the Descriptive Statistics on the Strategies for improving on the Asset-Liability

management practices adopted by Tropical bank

Item Minimu | Maxim Std.
N m um | Mean | Deviation

Board of Directors and Senior Management should be
involved in ALM implementation 40 1.00] 2.00| 1.3671 48354
Tropical Bank should introduce an effective information
management system in place. 40 1.00 2.00| 1.2405 42875
Tropical Bank should put in place a formal policy to
guide ALM. 40 1.00] 2.00| 1.2405 42875
Tropical Bank should introduce a sound liquidity
management plan. 40 1.00 2.00| 1.7595 42875
Tropical Bank management should commit to adapting
to new changes in ALM. 40 1.00f 2.00 1.1772 .38306
Average 40 1.35696(0.43057

Source: Primary Data

The results in table 4.10 about staff evaluation of the recommendations to improve Asset-
Liability Management practices adopted by Tropical Bank, they included; Board of Directors
and Senior Management getting involved in ALM implementation (Mean= 1.3671), should
introduce an effective information management system in place (Mean=1.2405), should put in
place a formal policy to guide ALM (Mean=1.2405), should introduce a sound liquidity
management plan (Mean=1.7595), management should commit to adapting to new changes in
ALM (Mean=1.1772).

On Average, the respondents agreed (Mean = 1.35696, SD = 0.43057) about the strategies to
improve ALM practices adopted by Tropical Bank. The average standard deviation of 0.43057
indicates that the values from the data were close to the mean of the data set. It can also be

observed that all the standard deviations were relatively high indicating a high response.
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On the other hand, a content analysis was conducted to analyse qualitative responses from
respondents in regard to strategies to improve ALM at Tropical bank. The findings revealed that
respondents mention top-level involvement in implementing ALM plans at Tropical Bank,
improvement in technology as one the reasons to improve ALM. The respondents mentioned
plans like increased sales promotion, advertising, after sales services should be adopted by the

Bank to improve on ALM plans at Tropical Bank
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CHAPTER FIVE
DISCUSSION OF FINDINGS, CONCLUSION AND RECOMMENDATION

5.0 Introduction
This chapter contains the discussion and summary of findings as well as the conclusions,

recommendations and limitations to the study that were drawn from the findings of the study.

These have been presented objective by objective.

5.1 Discussion of findings

5.1.1 Asset-Liability Management (ALM) practices adopted by Tropical bank
The first objective of the study was to identify the ALM practices adopted by Tropical Bank.

This was done by systematically seeking staff opinions on ALM practices of liquidity
management plans, core or stable deposit base, and minimum net profit margin strategies.

5.1.1.1 Liquidity management practices

Liquidity is one of the dimensions of ALM, and for this study it related to; having an agreed
strategy for the day-to-day management of liquidity that is well-communicated, Board of
Directors having an approved strategy and significant policies relating to the management of
liquidity, having a management structure in place to execute effectively the liquidity strategy,
having adequate information systems for measuring, monitoring, controlling and reporting
liquidity risk , and having set and regularly reviewed limits on the size of liquidity positions.
Liquidity management based practices for Tropical Bank were found to be inadequate. Liquidity
management practices at Tropical Bank are not adequately measured, monitored, controlled and
liquidity risk not reported on as evidenced by lack an approved strategy and policies relating to
liquidity management, lack of management structure that enables effective management of
liquidity risks. The findings are also consistent with the findings of Aftab, (2016) who identified

several dimensions under liquidity management practices and among them was; measuring,
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monitoring, and controlling of risks. According to Kanishka, (2015), liquidity management
should focus on effectively addressing the problems facing the bank relating to its day to day
payment of obligations as they fall due, (2017) and that liquidity management reflects the level at
which the bank can settle its short term obligations. Earlier research studies by Sata, (2017) have
recommended that liquidity management practices should be based on measuring, monitoring
and controlling of how funds are used and made available to settle day to day obligations of the

bank.

5.1.1.2 Core or stable deposit base

A core or a stable deposit base is another dimension of ALM practice, and for this study it
consisted of; having an established source of funds for lending, core deposits made in the bank’s
demographic market that can easily gauge customer loyalty, core deposits are used in
conjunction with brokered deposits to boost capital, core deposits matched against longer-term
assets to reduce interest rate risk, having put in place local marketing campaigns and customer
incentives to increase core deposits. Core or a stable deposit base practices of Tropical bank were
found to be matched against longer-term assets to reduce interest rate risk, however the core or
stable deposits base at tropical bank lacks an established source of funds for lending, core
deposits are used not in conjunction with brokered deposits to boost capital, local marketing
campaigns and customer incentives to increase core deposits are lacking. The findings are
consistent with Virima, (2019) who identified the dimensions of a stable deposit base to include;
matching long term assets to reduce risk, core deposits used in conjunction with brokered
deposits to boost capital, local marketing campaigns and customer incentives intensified to

increase core deposits. According to Morelight, (2019), core or stable deposit base should focus
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on effectively addressing the problems facing the bank regarding Asset-Liability Management,
this result is consistent with Kessler and Kelly, (2011) that poor deposits management has an
unsettling and disruptive effect on day-to-day operations of a business. Kessler and Kelly,
(2011), Kanishka, (2015) recommended that Managers need to consider the importance of
frequent and open communication before, during, and after major planning activities occur to
ensure that ALM is properly managed.

5.1.1.3 Minimum net profit margin

Minimum net profit margin is another dimension of ALM, and for this study it consisted of;
having an established system for tracking financial information and measuring financial
performance, putting in place strategies for improving profit margins, directors having
established policies for controlling the bank’s expenditures, putting in place new services that
attract new clients and retain existing ones, putting in place local marketing campaigns to
increase market share. Minimum net profit margin based practices of Tropical Bank were found
to be; having established policies for controlling the bank’s expenditures, and having in place
new services that attract new clients and retain existing ones. However an established system for
tracking financial information and measuring financial performance and strategies for improving
profit margins are lucking at Tropical Bank. The findings are consistent with Kim Piew Lali,
(2020) who identified the dimensions of profit margin to include; proper expenditure
management, and increasing through attracting new clients. The better net profit margins are
attained by reducing expenditures, and attracting new clients to increase sales (Caruana, 2012).
Earlier research studies by Hardiman, (2012) recommended that Managers need to consider the

importance of net profit maximization and make it a serious point.
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5.1.2 The effectiveness of the ALM practices adopted by Tropical Bank

The second objective of the study assessed the effectiveness of the ALM practices adopted by
Tropical Bank. Effectiveness of ALM practice for this study related to the ability of Tropical
Bank to effectively use the ALM practices of; properly managing liquidity, a having a stable
deposit base and being able to generate adequate net profit margins. The results from the study
showed that practices for generating better net profit margins are fairly implemented followed by
those for maintaining a stable deposit base, and those for liquidity management come last. This
was in agreement with Tak Jie Chan (2019) findings regarding net profit margin as one of the
relevant practices required by financial institutions in ALM. According to Arlen (2017), liquidity
increase confidence among staff and it should be given much attention by banks.

5.1.3 Strategies for improving on the ALM practices adopted by Tropical Bank

The third objective of the study assessed the strategies for improving on the ALM practices
adopted by Tropical bank related to; Board of Directors and Senior Management getting
involved in ALM implementation, introducing an effective information management system,
putting in place a formal policy to guide ALM, introducing a sound liquidity management plan,
and Management getting committed to adapting to new changes in ALM. The findings are in
agreement with Raps and Kauffman, (2015) who note that the most important thing when
implementing a strategy is the top-level management’s commitment to the strategic direction
itself. Managers must demonstrate their willingness to give energy and loyalty to the
implementation process. Marhamat (2013) observed that specialized technologies that better

services are a key to organizational success
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5.2 Conclusion

This study was designed to identify the ALM practices adopted by Tropical Bank Ltd. We can
conclude that liquidity management, core or stable deposit base, and minimum net profit margin
management practices are the ALM practices that are adopted by Tropical Bank. However, net
profit margin practices were found most effective followed by core or stable deposit base and

liquidity is the least effective.

The study recommended Board of Directors and Senior Management getting involved in ALM
implementation, introducing an effective information management system, putting in place a
formal policy to guide ALM, introducing a sound liquidity management plan, and management
getting committed to adapting to new changes in ALM as a means of improving on ALM at
Tropical Bank

5.3 Recommendations

Liquidity practices adopted by Tropical bank should be improved if the bank is to be effective in
this aspect. This should be done by having an agreed strategy for the day-to-day management of
liquidity that is well-communicated, Board of Directors having an approved strategy and
significant policies relating to the management of liquidity, having a management structure in
place to execute effectively the liquidity strategy, having adequate information systems for
measuring, monitoring, controlling and reporting liquidity risk , and having set and regularly

reviewed limits on the size of liquidity positions.

Tropical Bank should improve on the effectiveness of its core or stable deposits base by having
an established source of funds for lending, core deposits being used in conjunction with brokered

deposits to boost capital, and local marketing campaigns and customer incentives increased.
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Tropical Bank should improve on its net profit margin practices by having an established system
for tracking financial information and measuring financial performance and strategies for

improving profit margins that are lucking.

5.4 Limitations of the Study

The study was restricted to a quantitative approach using a structured questionnaire to elicit
information from the respondents meaning that other features that can be observed were not
included in the findings and thus future research should incorporate qualitative factors using

examples of observations and interview guide.

The study adopted a cross-sectional design where data is collected at one point in time and the
findings from such studies are always limited to the current period only hence future studies
should look at a longitudinal research design where businesses are monitored for a long period of

time.

5.6 Areas for further research.

The study focused much on evaluating the effectiveness of ALM practices but the relationship
between the variables of liquidity, stable deposit base, and net profit in relation to growth of
Tropical Bank was not touched, therefore future research should consider it with a topic ”Asset-

Liability management practices and the growth of financial institution”
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Appendix I

Questionnaire

MAKERERE UNIVERSITY
COLLEGE OF BUSINESS AND MANAGEMENT SCIENCES
Dear respondent,

| am Falouq Kizito, an MBA student of Makerere University conducting research on the topic
titled: “Analysis of Asset-Liability Management practices at Tropical Bank).” The outcome

of which is intended to contribute to an award of Master of Business Administration.

You are therefore kindly requested to spare some of your valuable time and provide all
information required in relation to the questions raised in section A, B, C and D. Please be
assured that the information received from you will be treated with a maximum level of
confidentiality. For all the sections afore mentioned, please provide a tick in a box with
the appropriate answer, and for questions where boxes have not been provided you are required

to fill in with words that give the right response.

SECTION A: BIO DATA (Tick or fill in the rights response-in words, based on the

option(s) provided per question)

1 Gender

Male Female

2 Age:

21-30years 31-40years
41-50years 51years and above
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3. Marital status:

Married Single
Widowed Divorced

5. Highest level of Education:

Post graduate Degree
Diploma Certificate

6. Occupation:

Manager Accountant Compliance Officer
Risk officer Auditor
None of the above others specify..............coooee.

7. For how long have you worked for Tropical bank?

1-3Years 4-6Years 7-9Years | Oyears and above

From section B-D, questions are ranked on a scale of 1-5, where 1= strongly disagree,
2=Disagree, 3=Not sure, 4=Agree, and 5=strongly agree. Tick the right box according to
your acceptability of the statement.

SECTION B: Asset-liability management practices (ALM)

With regards to ALM practices, please rank the following issues on a scale of 1 to 5, in terms
of the ALM practices at Tropical bank (1 being strongly agree, 5 being strongly disagree)

i) Liquiditymanagement plans

S/N Statement 1/2|3 |4

L1 Tropical Bank has an agreed strategy for the day-to-day management of
liquidity that is well-communicated.
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L2 Tropical Bank board of directors have an approved the strategy and
significant policies relating to the management of liquidity.

L3 Tropical Bank has a management structure in place to execute
effectively the liquidity strategy.

L4 Tropical Bank has adequate information systems for measuring,
monitoring, controlling and reporting liquidity risk.

L5 Tropical Bank has set and regularly review limits on the size of

liquidity positions over particular time horizon.

i) Core or stable deposit base

S/N | Statement

L1 Tropical Bank has an established source of funds for lending.

L2 Tropical Bank core deposits are made in the bank’s demographic
market that can easily gauge customer loyalty.

L3 Tropical Bank core deposits are used in conjunction with brokered
deposits to boost capital.

L4 Tropical Bank core deposits are matched against longer-term assets to
reduce interest rate risk.

L5 Tropical Bank has put in place local marketing campaigns and

customer incentives to increase on its core deposits.

iii) Minimum net margin

S/N | Statement

L1 Tropical Bank has an established system for tracking financial
information and measuring financial performance.

L2 Tropical Bank has put in place strategies for improving on its profit
margins.

L3 Tropical Bank directors have established policies for controlling the

Bank’s expenditures.
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L4 Tropical Bank has put in place new services that attract new clients and

retain existing ones.

L5 Tropical Bank has put in place local marketing campaigns to increase

on its market share.

SECTIOND: Recommendations for improving the strategies adopted.

With regards to improving ALM, please rank the following issues on a scale of 1 to 5, in terms
of the recommendations to improve ALM strategies adopted by Tropical bank (1 being
strongly agree, 5 being strongly disagree)

S/N | Statement 112(34]|5

R1 | Board of Directors and Senior Management should be involved in ALM
implementation

R2 | Tropical Bank should introduce and effective information management
system in place.

R3 | Tropical Bank should in place a formal policy to guide ALM.

R4 | Tropical Bank should introduce a sound liquidity management plan.

R5 | Tropical Bank management should committee to adapting to new
changes in ALM.

Thanks for your maximum cooperation.

47




Appendix 11
Interview guide

Introduction and Consent

| am Falouq Kizito, an MBA student of Makerere University conducting research on the topic
titled: “Analysis of Asset-Liability Management practices at Tropical Bank).” The outcome

of which is intended to contribute to an award of Master of Business Administration.

I am kindly requesting for a few minutes to interview you on matters relating to this topic. Your
views are very valuable and the information provided will be for research purposes and will be

handled with utmost confidentiality.

You have the liberty to refuse to participate in the study. You may also terminate the interview if
you feel like. The interview will last for about 40 minutes. Your participation is voluntary and

you can withdraw from the interview at any time.

May I proceed with the interview?

Questions

I.  What are the asset-liability management practices adopted by Tropical Bank Ltd?

ii.  In your own view, are the Asset-Liability Management practices adopted by the Bank
effective?

If NOT what could be the cause for their ineffectiveness?

iii.  What strategies should Tropical bank adopt to improve on its Asset-Liability

Management practices?

Thanks for your participation
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