
Asset Quality Analysis
The asset quality of a bank under the CAMELS system is determined from the risk exposures that a ban has on its assets. These are assets that protect the banks during the period of financial distress. An example is the past unpaid loan or mortgages. Loans make the large share of banks’ assets and failure to pay increases the risk exposures, which affect the overall bank stability. For the last five years, the bank has had increasing average total assets from $1,429,924,750 in 2013 to $1,703,665,750 in the current year (Federal Deposit Insurance Corporation 2018). The growth in average total assets is an indication of an improvement in the quality of assets due to the issue of loans to customers (Nazir 2010). The net loans and leases as a percentage are the best measure of asset quality for Bank of America. 
Based on the UBPR report, the bank reported a ratio of 52.22% in 2017, a slight decline from the previous year’s 5.86% (Federal Deposit Insurance Corporation 2018). Over the last five years, there has been a consistent decline in the ratio, an indication of a falling asset quality. Additionally, the ratios were less than the peer group, an indication that the bank had a lower performance compared to the industry peers. Since the ratio was more than 50%, Bank of America had relatively quality assets (Federal Deposit Insurance Corporation 2018). The company had a strong ability to manage its loans and leases that form part of the troubled assets. Therefore, using the scale, the asset quality for the bank is at 2, indicating its relatively high asset quality. The figure below reports the ratios that reflect the asset quality for the Bank of America over a period of five years.

Figure 2: A comparison of Bank of America and peer group’s net leases and loans to average total assets (Source: UBPR report)


Earnings Analysis
The analysis of Bank of America’s earnings entails an assessment of the ability to generate sufficient income to the investors. The level and trend of earnings by the bank determine the stability and ability to withstand financial distress (Stempel 2009). Different measures are used to evaluate the earnings of a bank. The net income is the most common approach to the evaluation of a company’s earnings over time. The following table and chart show the bank’s net earnings relative to the industry average for the period between 2013 and 2017. 
	Net Income

	 
	2013
	2014
	2015
	2016
	2017

	Bank of America
	1.16
	1.16
	1.19
	1.19
	1.24

	Peer Group
	1.02
	0.98
	0.99
	1.02
	1.00



Table 3: Comparison of Bank of America’s net income to the peer group (Source: UBPR report)

Figure 3: A comparison of Bank of America’s net income ratio to the peer group for the period between 2013 and 2014 (Source: UBPR report).
Based on the data, the bank has a higher net income ratio compared to the industry average. Similarly, the ratio has been on a positive trend over the past five years. The high ratio indicates that the bank has high-quality earnings that assure of its stability in times of financial crisis (Bank of America Corporation 2018). The high and increasing net income also implies that the bank generates sufficient funds for its shareholders. Therefore, using a scale of 1 to 5, Bank of America has a high earnings quality measured at 1. 
Liquidity Analysis
The liquidity assesses how fast bank assets can be converted to cash. The ratios reflect the ability of an organization to address its immediate financial needs. According to the UBPR report, the bank’s liquidity is evaluated from the net loans and leases to assets over time. Currently, the bank has a ratio of 52.26% relative to the peer group average ratio of 68.59. In the previous year, the ratio was relatively higher at 52.41 against the industry’s average of 67.94% (Bank of America Corporation 2018). The analysis shows a consistent decline in the ratio, an indication of a falling liquidity position for the bank. The net core fund ratio was also lower than the peer group average over the period. It implies that the bank assets were not sufficiently liquid to address its immediate financial needs (Dash and Das 2009). Therefore, it has a lower liquidity rating of 3 under the CAMELS rating system. The bank is likely to be affected during the period of financial crisis and the managers need to adopt appropriate measures that will minimize the negative implications on the company’s stability. 
Sensitivity Analysis
A bank sensitivity is explained by the changes in the net interest margin due to the fluctuations in interest rates, credit, and loan structure stocks. These factors affect the net earnings of a bank, hence its stability. The interest rate and credit risks are the fundamental risks that explain the sensitivity of a bank (Bank of America Corporation 2018). For instance, a high credit risk exposure increases the chances of interest repayment default that affects the interest income over time. Similarly, the fluctuations in interest rates have a significant impact on the net interest margin (Stempel 2009). When there is a decline in the interest rates, the bank reports a lower interest income unlike when the interest rates are high. 
Additionally, with high-interest rates, there is a decline in the demand for credit, which affects the overall interest margin and profitability. Bank of America diversifies its operations to other services such wealth management, especially after the acquisition of Merrill Lynch. The diversification strategy reduces the bank’s sensitivity to interest rates and credit risks since it has alternative revenue sources (Dash and Das 2009). The large size and extensive global network for the bank also support the low sensitivity of its net interest income to interest rates. Therefore, based on these factors, the Bank of America has a sensitivity rating of 1, which implies that its assets are less sensitive to the changes in interest rates and credit risks.
Net Leases & Loans to Average Total Assets
Bank of America	
2013	2014	2015	2016	2017	52.690000	52.190000	53.020000	52.860000	52.220000	Peer Group	
2013	2014	2015	2016	2017	62.620000	64.000000	66.100000	67.620000	68.060000	Year

Ratios


Comparison of Bank of America's Net Income to Peer Group
Bank of America	
2013	2014	2015	2016	2017	1.160000	1.160000	1.190000	1.190000	1.240000	Peer Group	
2013	2014	2015	2016	2017	1.020000	0.980000	0.990000	1.020000	1.000000	Year

Net Income Ratios



