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Abstract

The field of financial management requires from
financial executive to measure the performance by
using best tools. The effectiveness of ratio
analysis cannot be neglected because of 1ts wide
contributions in measuring Tinancial performance.
The aim of this research study i1s to analyze the
effectiveness of ratio analysis, as i1mportant tool
for measuring the performance of organization by
applying the ratio analysis on six commercial banks
of Pakistan. The general tools of ratio analysis
attempts to measure the Tfinancial performance 1In
terms of profitability, solvency, asset management
(efficiency), debt management, shareholders and
market. The problem has been i1dentified as the tools
of ratio analysis are not universal and they vary
from iIndustry to industry, such as banking industry
requires different tools of ratio analysis as
compared to a manufacturing or trading company. By
employing quantitative research, the research have
been i1ncludes the six commercial banks of Pakistan,
including Allied Banking Limited, Bank Al-Habib
Limited, Faysal Bank Limited, Habib Bank Limited,
Muslim Commercial Bank and Meezan Bank Limited. The
conclusion of research study Is based upon research
findings, accomplishment level of answering research
questions, research aims and objectives and
hypothesis testing. The research study concludes
that although the ratio analysis 1is still an
effective tool of measuring the financial
performance, but the better results can be achieved,
when the iIndustry related tools are used for

measuring the performance.
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