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Executive S ummary

fhe report entitled with *An Evaluation of Credit Policies & Foreign Lxchange
Operation of National Bank Limited” 1s based on the three months Internship Progran
e National Bank Limited. Mohakhali Branch, There are seven chapters in the report.
I-ach chapter has been discussed with separate issues. In the flirst chapter the objectives,
scope and methodology and limitation are described. In the second chapter, | huave
desenbed the overview of NBIL including traditional heritage, mission, vision, objectives
ol NBL. capital structures, products and services, types ol credit, types ol deposits cle.
Chapter three s basically the credit polices and activities of NBL. In this chapter the
credit policies ol NBILL, credit schemes of NBIL. cte are described. Moreover there are
sonte analysis related o ceredit activities have focused in this chaper such as:
deposteeredit ratios recovery ol credit and volume of non performing loan of NBL.. I'or
this chupter I have used the growth percentage analysis. The chapter four is related with
the Joreign exchange activities ol National Bank imited. Export procedure, miport
provedure and foreign renmttance procedure wre described in this chapter. Also the trends
ol Torcien exchange activities of NBL have tllustrated m this chapter. In the chapter live |
Ly e used the ratio analysis lor the linancial performance ol the National Bank [ imited.
Return on cquity, return on asscts, net prohit margin ratio, equity multiplier ratio. fixed
assel turnover ratio, total assel turnover ratio, price carning ratio cle are caleulated in thns
Chapter From ths ratio analysis we can desceribe the Imancial performance of NBL. The
Chapter sisoas problem relating to credit activities, Torcign exchange activitics and also
ceneral problems of NBL which I have Tfound during my internship program. Then | have

Joscnbed the sugeestions ol those problems e the chapler seven,
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CHAPTER-1

Introduction

I.1 Introduction

Knowledee and learning become perlfect when it is assoctated with theory and practice.
Iheoretical knowledpe gets its perfection with practical application. Our educational
system predominantly text based. A poor country like Bangladesh has an overswhelning
number ol unemployed education graduates. As they have no project work experience
they have not been able to gain normal prolessional experience or establish networking
svstem.avhich s important i getting a job. Recognizing the importance of project work
experience. Busimess  Admimistration Department has  introduced  a three months
pracical exposure as a part of the curriculum of Bachelor of Business Administration

progrant,

So this report s organized as the course requirement ol the BBA program. 1here are
twelve scnesters i BBA program and in the last semester there is un mternship
program which has three credit hours. Students ol BBA program requires to complete
this internship program within three months. As my major area is i Finance. so | ook
the opportunity o complete my internship pl.'bgram i the National Bank Limited
(NBL). Ny Md, Mamunur Rahman, Senior Principal Officer of I\/‘lulmkl‘mli Branch of
NGB was oy oreanizational supervisor. e asked me o do the report on “An
Fviddluation of Credit Policy and Foreign Exchange Operation of National Bank
™ Ny Taculty supervisor Dre Tanbie Ahmed Chowdhury, Prolessor, Department of
Busimess Adnonstration, Fast West University, also approved the topre and authorized

e o prepare this report as part ol the

ulfiltment of internship requirenment.
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National Bank Limited has its prosperous past, glorious present, prospective lulure
and under processing projects and activities. istablished as the st private scetor Bank
tullv owned by Bangladeshi enteprencurs, NBL has been Qourishing as the Lirgest

private sector Bank with the passage ol time alter facing many stress and strai.

1.2 Objectives of the Report

e objectives ol the study are given below:

i. Lo presentan overview of NBILL.
il To appraise the credit policies and activities ol NIB L.,
1. o appraise the Joreign exchange activities of NBIL.
iv.  loappraise the hinancial performance of NBL.
V. Lo adentily the problems relating o credit activities and  torcipn exchange
activities of NB1L.
vi.  To suggest suggestion for the development of credit and torcign exchange

activities of N3

1.3 Scope & Methodology of the Report

he study would focus on the Tollowing arcas ol Natonal Bank ined:

> Planning and evaluation ol credit policy.

> Procedure for ditterent credit facibities.

\’,

Forceiegn exchange operation ol Natonal Bank 1.td.

X

Oreanizational structures and responsibilities ol management.
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Lor this purpose | have collected data Tor the last 5 years. T have used these data for

vato analysis, caleulation ol growth percentage, and trend equation. Collection ol

cian be dinvaded mto two parts:

I. Data collection:

1) Primary Data:

(o]

Data pathered from organizational supervisor
Discussion with the officials.

Study ol files in credit division,

By working in dilferent sections ol the bank.
Scecondary Data:

Annual Report

Credit gudelines of Ni3LL.

Data from published matertal of NBI,
Rescarch report ol the bank

Dilterent books, journals, periodicals ete.

Newspaper and Internel.

1.4 Limitation of the Study

Fhere are some limitations ol the report. These are given below:

> Ihe veport s conducted only with the credit division and foreign

diviston m NI

dlu

NSRS

> L he length ol the mternship program was 12 weeks. So time was veny Tinited . It

isovery dilficult o complete all the research work within this pertod. So - the

nagor litation was mainly tme constraints.
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Access o the vartous mformation of NBE was frequently straimced by NBI

olhctals on ground ol secrecy.

I could not get all information that I need because my study depends on the

interview ol the bank ollcrals.

Lhe bank ollicials were very busy with their assigned work. So it was difheuh

[or me to discuss with them.

Fhe bank offictals were not interested to disclose all the information o me.
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An Overview ot NBL
2.1 An Overview of NBL

2.1.1 Traditional Heritage of NBL.:

National Bank Limited (NBL) has a proud history of traditional heritage. "The bank wis
started on March 23, 1983 as the dream child of some renewed entreprencurs. teputed
business magnets and eminent phitanthropists. As the fust private sector commerclil
bank in the post-liberation Bangladesh. NBL started its journey with o conmiment
provide best services o the clients. Making its due contribution o the prospenty ol the
national ceconomy  through productive and profitable investment of the hard-carned
saving of the depositors is also one ol the core objectives of establishing this bank. NBI
i~ the Torerunner ol private sector banks established in the fist-hall ol the cightics
which has been able 1o quickly carn enchanted attraction of the people through 1is

prompt and cordial customer services. The tréc

ition of providing specdy and qualin
services o all chients including depositors and borrowers continues still today with cven

more novelty.

Passine through various odds and adversities over the last two decades. National Bank
Linnted has established isell as one ol the largest private scector commercial banks m
Bangladesh. The bank has established 91 branches i the country. Fhe bank s simoothl
conducting s forergn transactions through 1ts 358 correspondent’s in 67 counties
has drasime arrangements with 18 exchanpge companies including the Gull Overseas

Fachange Company. 1 s serving the expatriate workers by arranging o rennt then

hard-carned money Lo their near and dear ones at the shortest possible tinie throagh the
world Famous Western Union Money Transler financial services. In order o provide
hieh technology based modern and quick service o the people. all branches ol the bank

have been brought under o computer network. ‘The bank has the world s best
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mlormation technology services ol SWIFT and REUTERS. NBIL has the plan o
mtroduce on-line banking in the near luture to give improved services (o the valued

clients,

Nutional Bank Limited has been able to create a special image at home and abroud by
mtroducing different banking products, at the infancy of our garments industry durmyg
the cighties. NBL proneered allowing the entrepreneur’s back-to-back 1/C Tacility
without any margin, thereby helping the industry thrive 1o its present position. s
laothardy but unique and generous endeavor ol the bank has not only paved the way To
cnrichiment ol the country™s foreign exchange. In the history of development and

expunsion ol garments industry in Bangladesh NBL’s name will remaim engravec

H

yoldcn letlers.

2.1.2 Mhssion of NBL:

Providing better cliental serviees, achieving sustatned growth, simultancoushy nakine
commendable contribution to the national ecconomy and establishing ourselves s one ol
the country’s most ellicient bank ol high standard through best applicauon of

mlormation technology. are the core ot the bank’s aims and objectives.

2.1.3 Vision of NBL:

By oaddimg new portion e the busimess scetor, the bank tries (o extent its activities in
locally and elobalty. The bank is puttimg all its ¢llorts to Tullill the needs ol the people
For the transparency. accountability and high standard of services the valued clients and

patrons are attracted by the bank.

6
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2.1.4 Objectives of NBL:

-4

N
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Alongside up-gradation and  diversification of banking services o provide
maximum salistaction to the respected clients nourishing saving habit wmong the
veneral people by offering them attractive savings oriented products. thereby

assisting cconomie development.

Fo build up a deep-rooted and harmonious banker-customer relationship by

dispensing prompts and improved services to the clients.

To muke best use of the hard-carned mvestment ol the bank's valued
sharcholders. Simultanceously play our due part in developing a vibrant capital

market by ensuring more ellective participation of the bank 1 the share market.

F'o make best use of latest technologies tor giving the clients/patrons o tasle ol
modern banking so as to encourage them to continue and feed proud of bunking

with NIB3IL..

lo respond o the time by participating in syndicated large loans Inancing

thereby expanding the area of investment of the bank.

1o gain confidence of all quarters involved in the economic development of the
country through pursuance ot a policy of continuous adjustment ol coordination
of the bunk™s external trade programs with the dynamism mberent i the

miernational trade and payments systen.

S tdeology of NBLL:

Besides providing best services 1o the clients, we want 1o scrve 1he society by

sponsoring ganes & sports entertatnment, literature and other soctal prograns.
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2.2 Capital Structure of NBL

Table 2.1- Capital Structure of NBL,

(Figures in million Taka)

- —— ,
Authorized | . C G O“lth_ _
Capital Paid up capital | percentage of paid
' ; ~up capital
1000 391.16 0
1000 391.16 0
1000 430.27 10.00
1000 | 430.27 0
1000 430.27 0
1000 430.27 0
1000 430.27 0
1000 t 516.33 20.00
1000 619.59 20.00

Suotree: AmnmlAchurl ol NBL (_’()()ILZ()US)

Fromn the year 1997 10 2005 authorized capital was same. U was Tk TOOO natlion. B

the patd up capital was not same. Fhe highest growth percentage ol paid up capital was

i the year 200-0 and 20050 The growth pereentage was 20% respectively.
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2.3 Trends of Branch Expansion

Table 2.2- Trends of Branch Expansion of N1,

Year No. of branches Growth percentage
, il : i
1997 | 60 ;
| l()()é._.__ T ; _()() N A NP ;
? oo : 1 ” . - - .
2000 | 00 - | 0
| 2001 j 75 " - 13.64
: 2002 | 76 - 1.33
2003 76 0
2004 | B 70 | - 0
2005 | 7 | ‘ 0 .\
| i |

Source: Annudl churlhol'NBl, (2001-2005)

As we can see that National Bank Fimited did not expand their branclh from 1997
20000 In that time the number of branches were ina constant level ol 66, T 200/

2001 the growth pereentage ol the number

number of branches jumped mto 730 So, i
ol branches was 13.64% Tu the year 2002 number ol branches increased to 76 and the
crowth percentage was 133200 Up o 2005 thas namber remains sanie,

Fhe eronth percentage ol the number ol branches of NBIL 1s shown i the Tollowing

craph:

Y
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Growth Pereentage

14.00% -

12.00% |

10.00%{5

8.00% 4

6.00% 1

4.00% 1

2.00%

0-000/0 (,..._, — Y.I\m o I \ I "‘ e T = I
1998 1999 2000 2001 2002 2003 2004 2005

Ycear

Figure 2.1: Growth percentage of the number of branches of NBIL.
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2.4 Number of Employees

Table 2.3- Number ol Employces of NBIL

Y ear No. of employees Growth percentage
| 97 1856 - -
1098 1917 ' 3.29
| 1999 1868 2,56
| 2000 | 2025 840
2001 | 2073 “ 2.37
2002 2171 | 4.73
| 2003 | 2185 0.64
2004 2133 I 238
| 2005 | gy | 234

Source: Annual Report of NBL (2001-2003)

Lrom the table 2.3, we can see that the growth percentage ol the number of conplovees
ol NBL has been Huctuated enough. From the year 1998 (o 1999 the prowth percentaue
s been decrceased [rom 3.29%5 0 -2.56%. Then in 2000 1t has been again mcreasad 1o
8.-0%0 Then growth percentage decreased to 2.37%. We can see that growth pereentuge
was conststently ereasing in one year and decreasing in other year. In the vear 1999
and 2004 the growth percentage was negative. The highest growth percentage ol the

number ol employees was i the year 2000 and the Towest was in the year 2005

Lhe vrowih pereentage ol the number ol conployees ol DB is shown i the Tollovwing

craph
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10.00% 1 '

8.00%
6.00%-
4.00% A

2.00% 1 |
0.00%! . = S5 SR HESE S .
-2.00% 1
4.00% M el , ,
1998 1999 2000 2001 2002 2003 2004 2005
Vear

Figure 2.2: Growth percentage of the number of employees of NBI.

2.5 Products & Services of NBL

2.5.1 Consumer Credit Scheme

National Bank's Consunmier Credit Scheme gives you a o greal opportunily  to buy
houschold and oftice 1tems on casy mmstatlments. This scheme gives you the advantage

ol part payment to cope with the high price tags ol many necessary home and ollice
| ) E g

applianees,

Feleviston. Retrigerator, VOR, Personal Computer, Photo-Copier, Washing Machine.

Furnitore, Microwave Oven, Car, and a nomber ol other expensive iems are now within

vour buving range. With this scheme N L makes better living possib

¢ lor people living
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2.5.2 Special Deposit Scheme:

l'or most of the people on lixed income the opportunity to supplement thewr monthly

carning s a golden one. And NBI, Special Deposit Scheme gives a customer just thal.

Under this scheme. customers can deposit money for a term ol 5 years. ‘T he deposited
motiey 1s fully refundable at the expiry of the term. At the same time. during the term
period they can enjoy a monthly prolit corresponding to Ltheir deposited amount. As Tor

mstancee, under this scheme a deposit ol Tk, 55,000/- gives a monthly mcome of

JRI00/-.

Deposited Amount - Monthly Benefit
Tk 55.000/- | Tk 500/-
Tk 1,10,000/- | Tk 1,000/- |
Tk 1.65.000- Tk 1,500/-
Tk 2,20,000/- | Tk 2,000/-

2.5.3 Monthly Savings Scheme:

Fhies scheme s spectally designed for the benelit ol the limited income group members,
[his helps to acerue smalb monthly savings into a significant sun at the end ol the term.
Nocalter the expiry ol the term pertod the depositor will have a sizeable amount w

relish on,

A monthly deposit of Tk 500/~ or TTO00/~ Tor 5 or 10 years period carns e tie end

U A0 100/- or 'TR.2.24 500/- respectively,
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' Monthly ) ~ Return after Return after

’ Installment S years 10 years

‘ ThoS00- | Tk 40000 Tk, 1.12.500/-
a Tk. 1,000/- [ 1K, 80, 100/- Ph. 2240500

| =

2.5.4 Credit Card:

Irough its Credit Card. National Bank Limited has not only initiated a new scheme but
also brought a new life style concept in Bangladesh, Now the dangers und the worries ol

cirrving cash money are memories ol the past.

Credit Card comes n both Tocal and international forms, giving the clicnt power o buy
all over the World. Now enjoy the conveniences and advantages ol Credit Card as vou

step into the new millennmun,

TSANBE ATM Service:

Natonal Bank Limited has introduced ATM service 1o its Customers. The card will
cnable o save owr valued customers Trom any kind ol predicament in cimergeney
sttnation and tme consuming tormalities. NBL ATM Card will give our distinguished
Chents the opportunity o owithdraw cash ar any time, even in holidays. 24 hours a day.

aned 7 davs aoweek.
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2.5.6 Western Union Moucey Transfer:

Joming with the world's Targest money transfer service "Western Union™. NI3E has

mtroduced Bangladesh to the laster track of money remittance. Now money bansie

between Bangladesh and any other part of the globe 1s saler and laster than cver belore.

[his simple transter system, being on line eliminales the complex process and makes it
casyoand conventent for both the sender and the recerver. Through NBI. - Western
Uhon Money Transter Service, your money will reach its destimation within i few

mimuotes.

257 NBL Power Card:

[he features of NBL Power Card are given below:
[t1s a prepaid card.
No need ol any account with NBI. Branch.
Application forms available at any NBI, branch and Card Center.
No annual fee for the Ist year. Renewal fee Tk, 200 only.
Local Card limit Tk, 1.000.00 = at mimimum or its multiple.

Jnternational Card Timit - US$ 500.00° at minmmum, maximum up 1o LIS
1.000.00 for SAARC countries and Myanmar and US$ 3.000 00 for non-
SAARC countrnes under Personal Travel Quota. Limit would be set within the

unspent amount under Personal Travel Quota in the Calendar Year

NEay beissued and refilled from RECD/FC account.

Dual Card Lt above  Hmits but single card  for use locally

mternationally.

Relill Through any NBL branch.
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whichever s higher.
o Acceepted atall VISA POS merchants.

Cash withdrawal at all ATM booths bearing VISA and Q-Cuash logo. (Fixeept
HISBC in Bangladesh).

Uty Bill Payment.

2.5.8 Savine Insurance Scheme:

Fhis is an o uncertain World and the threatening stthouettes ol Tuture catastrophes are
always looming around. ‘This NBI. scheme gives your family protection against the
msceuriies of the world. This scheme 1s the first of 1ts kind in Bangladesh. It combines
the benelits ol regular savings and insurance scheme, so, you get the usual rate of
tnterest on the deposited amount while you enjoy the protection ol a comprehicnsive
msurance coverage. Under this scheme, the beneliciary(ies) get equal the deposit m case
of natural death of the account holder whereas in the event of accidental death ot the
account holder the beneliciary(ies) will receive twice the deposit. As Tor examiple. 1l a
custoter preks up Lasy Class (TK.50,000/-) "he/she will get "Th.50.000/- Tor natwal
Jeath and TROE.O0000/- tor accrdental death apart from his/her deposiicd amouwnt ad

tnterest.

I 6



Nornul Death
sy Denbosit Benefit - Accidental Death Benefit |
s LPost (Including Own | (Including Own Deposif)
Deposit)
Fasy 50.000/- \ 1,00.000/- 1,50.000/-
Convenient 1,00,000/- 2.00,000/- | 3,00.000/-
Classic 2.00.000/- \ 4.00.000/- 6.,00.000/-
| i = : ;
Standard | 5.00.000/- 1 10.00,000/- 15.00,000/-
| ‘!

2.6 Types of Credit

oans and advances have primartly been divided into two major groups:
i) Fixed term loan:

These are the advances made by the Bank with fixed repayment schedules

1he ternm ol loan are delined as follows
Short term: up o |2 months
Medium term: more than 12 and up to 60 months

L.ong term: more than 60 months.

b)  Continuing credits: These are the advances having no fixed repaviment
schedules but have an expiry date at which 1t s renewable on satistactons

performance.

Curther. all categortes of loans have been accommodated under the 7 prime sectors as

Lder:
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Agriculture:

Credit factlities to the agneultural sector Talls under this category. It is subdivided mito

Lo magor heads:

a) Loans to primary producers:

*  this sector ol agricultural financing refers o the credit facilities allowed to
production units engaged m farming, Ishing, forestry or live stock.

* oans Lo processors or traders ol agricultural products are not to be categorized
as agricultural loans.

[}

Louns o tea gardens Tor production are treated as agricultural loan. but loans o
tea gardens Tor export should be treated under the category “export credit”
similarly medium and long terms o tea gardens are categorized as mdustiial

ternt lending.

h) Loans to input dealers/ distributors:

It relers o the Bmancing allowed to nput dealers and (or) distributors e the

agricultural sectors.

Agricultural Toans may include short, medium and long fixed term loans as well

as continuing credits. As such, itmay lall under the head “loan (Geny™ as well as

under eash eredit™,

Ferm toan for Large & Medium Scale Industry:

Fhis catezory ol advances accommodate the medium and long term Tancimy Tor
capitad structure formation of new mdustries or for BMRI1: of the existing units who e

cnvaved momanulacturing goods and serviees.

Lerm Jinancing to tea gardens may also be mcluded m this category depending on the

nature and sivze.
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Ax the nancing under this category have fixed repayment schedule 1t falls under the

head ™ loan (Gen)”.

Working Capital:

Loans allowed (o the manulacturing units o meet themr working capital requirenients.

irrespective ol their size- big, medium or small fall under the category.,

'hey are usually continuing credits and as such lfall under the head™ cash eredit”

lxport credit:

Credit facilities allowed to lactlitate export ol all items against conlirmed export orders
Lall under this category. 1t 1s accommodated under this heads “Fxport Cash Credit

(OO " Packing Credit (PCY,™ “Foreign Documentary Bills Purchased (FDBP cie.

Commercial lending:

Short term loans and continuing credits allowed for commercial purposes ather than

cxports fall under this category. 1t includes mport financing for imternal trade. seryice
establishment. ete. No medium and long-term louns are accommodated hiere. Fhis
category ol advances are allowed i the Torm of (1) Loan against Imported Merchandise
(LAINDL (2) Loans agamst Trust Receipt (L'TR), (3) Payment Against import Documents
(DAY, b Scecured Overdralt (SOD)Y, (5) Cash Credit (CCY, (6) Loun (Geng. cre lor

commercial purposes.

Term loans to small & cottage industries:

Lhese are the medium and long term loans allowed to small & cottage manuluciuring
idusties. Small industry s presently defined as those estublishments whose ol

rvestoaent e hixed capital such as land, building, machinery and cquipment texcluding

9
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Lases and duties) does not exceed 30 million Taka and mvestment in machmeny and
cquipment (excluding taxes and dutics does not exceed 10 mitlion taha. Cottage
mdustries also fall within this detmmition].

No short term or continuing credits are (o be included i this category. Mediom & fong-

term weas er credits are also meluded under this category.

Like the Targe & Medium Scale Industry itis also allowed i the form ol Toan (GEN)

Others:

Anv loan that does not fall i any of the above categories 1s considered under the

cateeory others™ 1t includes Toan to (1) transport equipments, (2) construction works

including housing. (3) work order finance, (4) personal loans, elc.

Depending on the various nature of fmancing, all the lending activities have been

brought under the [ollowing major heads:

Loan (General):

Short term, mediunm term, long term loans are provided (o individual/frem/industries tor

a4 ospectlie purpose but Tor a delinite period and generally repayable by installment 1

1
ander this head. "This type ol lending are mainly allowed 1o accommodate linancing
under this categories (1) Large & medium scale mdustry and (2) small & cottage
mdustey. Very often term hinancing tor (1) Agriculture& (2) others e also mcluded
here,

House Building Loan (general):

Loans allowed o andividual/enterprises lor construction ol house  (residental or
conmiercial) fall under this type ol advance. The amount is repayable by nonthin

tstalfment within a specihied period. Such advances are knowi as Loan (HB1).

20
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House Building Loan (staff):
| oans allowed 1o our Bank employees Tor purchase/construction o) house shall he

Known as stad? Loan (L),

Other loans to staff:

Loans allowed o employees other than Tor House shall be grouped under headsstaft

Loan (Gen).

Cash Credit (Hypo):

Advances allowed to individual/ i Tor trading as well as wholesale purpose or to

idustries to meet up the working capital requirements against hypothecation ol poods

as prinry seeurity Tall under this type ob lending. It 1s a continuous credil. [Uis allowed

under the categories (1) “commercial lending” when the customer is other than

mdustry and (2) working capital” when the customer is an industry.

Cash Credit (Pledge):

Jnanctal accd ations o individuals/firms for trading as we
I'inancial ymmodations to individuals/firms for  trading I

as whole-sale
purpose or to mdustries as working capital against pledge ol goods as primary seeuriny
Ll under this head of advaoce. 1 1s also a continuous credit and Tike the obvious
altowed vader the categories (1) “Commercral Lending” and (2) “Working capital ™
SOD (General):

Advinees allovwed o idividuals/firms - against [inancial obligation (1o hen ol
FDRPSP/BSPANSURANCE POLICY, cle) and against assignment ol work order lor
execution ol contractual works fall under this head. This advance is generally allowed

tor o delintte pertod and spectfic purpose 1.e 1t is not a continuous credit. Tt

[s under

the k';llk‘f_’k)l'_\'ﬂ Others”



Ll Lpo of lending. Inls s also o advadioe for tenmparaiy procned wlndd s
. pre-ataport lnance and Talls under the category “Commerciad | endime”

Payment against Document (PAD):

Payment made by the Bank against lodgment ol shipping documents ol soods miported
through 1.C falls under this head. 1t is an interim advance connccted with inported and
s eencrally  Liquidated shortly against payments usually made by the purty Lo
retirement ol the documents for release ol mimported goods from the customs authority.

Futalls under the category “Commercial Lending”™

Loan against Import Merchandise (1L1M):

Advances allowed for retirement ol shipping documents and release ol goods imported
through 1O taking etlective control over the goods by pledge in godowns under bank s
lock & key falls under this type ol advance. 'This is also a temporary advance conneeted
with import which is known as post- import finance and falls under the categony ™

commercial Lending™

ioun against Trust Receipt (L'TR):

Advances altowed Tor retivement of shipping documents and release of goods parted
through 1.C taking elTective control over the goods delivered (o the customier alls under
this head. The goods are handed over to the miporter under trast with the arrangement
that sale proceeds should be deposited to iquidate the advances within a given periad.
Fhis 1s also o temporary advance connected with mmport and known as post nport

Iance and Talls under the category™ Commercial Lending”.

(R}
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Intand Bills Purchased (13P):
aviment made through purchase ol inland bills/ cheques to mect urgent requirement ol
the customer falls under this type ol eredit Tacility. This temporary advance is adjustable
from the proceeds ot bills/cheques purchased for collection. It falls under the category

“Commercial Lending”

Export Cash Credit (ECC):

Fimancial accommodation allowed 1o a part lor exports ol goods falls under this head
and s categorized as Clixport Credit™. The advances must be liquidated out of export

proceeds withim 180 days.

Pucking Credit (PC):

Advinee allowed to o party against spectfic 1.C /lirm contract or processing! pucking
ol goods o be exported lalls under this Head and is categorized as packing credit. The
advances must be adjusted from proceeds ol the relevant exports within 180 days.
Foreign Documentary Bills for Purchase (FDBP):

Paviment made to a party through purchase of a foreign documentary bills tulls under
this head. This temporary advance is adjustable  [rom the proceeds ol the neeotiable

shipping” export documents. It falls under the category export credil.

Local Documentary Bills for Purchase (LDBP):

Paviment made o a parly through purchase ol Jocal documentary bills Talls under this

head. This temporary liability 1s adjustable from proceeds ol the bill.

12
"



2.7 Types of Deposits

l. Current Depostt Accounts:

Holder ol current account can freely deposit or withdraw money times, as he leels
necessary in a workimg day, Current deposits are parts ol demand deposits. There 1s no
loan Tacthty on current account. A current account may be opencd by an mdividual
(e company, club association or o body corporate after duly mcecung all the
lormalities. For opening a current account, the requirement and steps which are

lolfowed by this bank ave-

> 1For person:

Requirement:

v' 2 copies ol passport size photographs

v Photocopy ol 1-7 pages ol valid passport (il no passport then driving license
voler 1D card/ commissioner’s certiticate).

v Introducer’s signature and account number at the back ol account holder’s
(person going to open the account) photographs.

Yo Photograph ol nonimee with the signature ol account holder at the backside ob
pomiiiee s photograph.

v hatial deposit ol Tk S000

> Lor joint stock companies:

L case ol opening a current account ol a joint stock companies., association and clubs

the Tollowing requirement are said to be Tulfillec
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Requirement:

(\

'rue coples of certificate ol incorporation or registration.
v Irue copies ol eertilicate ol commencement ol business.
v Lrue copies of memorandum and articles ol association.

v Lrue copy ol resolution ol the board ol divector/ managing commiltiee.
> Icor Partnership / proprictorship company:

Requirement:
v Name and address ot the 'irm
v Partnership deed
v rade License
v

['ndorsement of account holder of the same branch

2. Savings Bank Deposit Accounts:

Savings deposit account is dilTer than current account. Because it provides interest
to the customer. In NRL Saving Deposit Accounts shall be opened with aominiam

ol Tk, 5.000/-
Lnterest Rate: The mnterest rate on savings bank deposit account is 6,007,

Requirement:

v 2 copies of passport size photographs

v Photocopy ol -7 pages ol valid passport (i1 no passport then driving licenses
voler HD card/ commissioner’s certificate).

V' Introducer’s signature and account number at the back ol account holder's

(person going o open the account) photographs.

(2
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nominee s photograph.

Yo N il deposi TR 3000,
3. Short Term Deposit Account (STD):

o he depostit held i these accounts shall be payable on short notice.

o  MNinimum amount lor ST Accounts: STD account shall be opencd with a
minimum balance ol Tk, 5,000/- only.

o Interest is lower: The rate of interest 1n such types of deposits 1s fower. because
the bank holds the fund for a short notice.

o Suitable  for  Corporation:  Such  accounts  are  suitable  for  he
Nrms/corporation/public bodies ete., which have excess Tund Tor their disposal

or @ short time. They earn some mterest out ol this.
Interest Rate: The interest rate on short term deposit account is 4.50% .
4. Fixed Deposit Accounts:
Characteristies:

I. Pertod of Fixed Deposit:

Fixed deposit shall be opened ford fixed period, vertlying fronm 3 month or
above and are payable at a hixed date of maturity. In our bank we pretfer

linved deposittor a pertod of T month, 3 months. 6 months & 1 year

(&%

Rate of ITnterest:

Iterest on fixed deposit accounts shall be paid at rates tixed by bank trom
tme o tme, depending on their pertod ol matunty. As the duration

mereases., rate of iterest also increases.

260
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e DR for one month: Interest rate 1s 7.00%

e ['DR for 3 months to less than 6 months: Interest vate is 8.73% lor
below 1O Lac, 10.25% Tor 10-Tac to less than 50 Tac, 11.00%, Tor SO lac
and above.

e DR for 6 months to less than 1 year: Interest rate 15 Y.235%, lor
below 10 lac, 10.75% for 10 lac (o less than 50 lac. 11.50% Tor 30 lac
and above.

e I'DR tor one year and above: Interest rate is 9.75% tor below 10 e,

[1.25% tor 10 Lac 1o less than 50 lac, 12.00% for 30 luc and aboyc.

Payment of interest:

a.  Interest shall be calculated at maturity where the pertod ol maturity s
one year or less.

b. Where the maturity ol a deposit exceed one year. interest shall b
calculated at the end of s anniversary.

¢. The depositor will have the option to with draw interest so accumulated

or may leave the interest with the principal to be compounded.

Loan can be availed:

Against FDR loan may be granted as per rules of the Bangladesh Bank.



CHAPTER-3

An Appraisal of the Credit Policies and Activities of NBL

3.1 An Overview of Credit Policies of NBL
3.1 Introduction:

Credit Policy statement sets out the underlying prineiples and intent which the Board of
Directors has determined that the Bank will carry out all of its credit activites. The
board has delegate authority to the Managing Director, Head olfice credit commuttee
and other officer to approve divect, monitor and review lending operation through oul
the bank and to ensure that the credit policies are adhered to and the credit operauon s
conducted m amost etlective manner.

Fhese policy guidelines refer o all credit tacilities extended (o customer icluding
plucenient ol Tunds on the mter-bank market lor other transaction with Lnancial

Insttutions.

Fhe Purpose of this policy statement that replaces all previous wanls 1s to set out the
credit policies ot the board ol Directors. "The policies are described under the Tollow iy

headings: -
P Credit primeiples

2 Global portlolio lints

oyl

Credit categories

4. Pypes ol eredit activities

>

Credit approval
0. Credit Adminisiration

7. Credit monttoring and review
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Flotollowimg are the principles o be adopted for Tending authoring. approval.

conng and control on a basis consistent with the global operational objectives and

busiiess strategy of the bank.

1)

5

)

General:

O

1he bank shall provide surtable credit services and products Tor the

markets i which operates.

Loans and advances shall normally be (inanced from customers™ deposits
and not out ol shorl terms temporary lunds or borrowing Ivom other

banks.

Credit will be allowed in @ manner which will in no way compromise tie
banks standards ol excellence and o customers who will complient

such standards.

All credit extension must comply with the requirement ol Bankinyg
Companies Act 1991 and Bangladesh banks mstructions as amended

[rom tme o ame.

Structural:

O

The authority structure adopted will enable elfective adoption to changes
i the economie, technological, regulatory and competitive eny rommnen!

within which the bank operates.

29



3) Performance:

e}

O

The conduct and administration of the loan porttoho should contribute.
within defined risk limitation, to the bank’s achievement ol profitable

M RIS v Tt
erowth and superior return on the Bank’s capital.

Credit advancement should Tocus on the development und enbancement
ol customer relationships and shall be measured on the basis ol the ol
vield Tor each relationship with a customer (on a global basis). through

individual ransactions should also be profitable.

" ¥ ) N | 1 e . . ! .\_rl Ao . . . BN
o Credit fncilities will be extended To those companmies” perions whi hcan

(@]

matke best use ol thenn thus helpmp o masinize oare prohite el
cconomic growth ol the country. To ensure achieyement ol this objecine
we will base owr lending deciston only on the borrower™s abiliy to repay.
[ credit Tactlities are granted on a transaction/ one  oll busis the vickd

from the facility should be commensurate with the risk.

4)  Admanistration:

O

O

e administration ol the loan process shall isure conplicnee with

|

lanvs and resolution at both focal and global Tevels mcluding 13ank polica

as set out in this document and the Bank advances manual/ cireulars,
Proper wulysis ol credit proposals is complex and requires as high fevel

ol numeracy and analytical ability. To mnsure ¢llecuve understanding ol

the conce

s and thus o make the overall credit portfolio of the Bk
healthy, proper statling ol the credit departiments shall be done through
placement of qualiticd ofTicials who have got the nght aputude. Tornd
traaning in finance, credit risk analysis, bank credit procedures as well as

required experience.

[)
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Lenauig's upon wineh repayiient and Inerest servicing Perlormiaiiee

@)
Jdetertorates shall be rdentitied at an early stage and closcly monored i
order to avord loan losses.

o Loans/ factlines. and  wihere appropriate, related security, shall be

monitored and reviewed by a separate unil unconnected with the credi
approval process on a regular basis in order to assess the collecet abtlim
ol the loan and eflectiveness ol the security. This unit will report to the

Managing Director or his designated olficer.

303 Global Credit Porttolio Limits:

Uhe nature ol credit portiolio shall be povernced within guidelines set down by the Head
Ollice Credit Committee and regulatory requirements. These guidelimes will however
be consistent with the global limits identilied below [or the Banks credit portlolio

agpregale. Criteria for exposure (o customers are set out below:

1) Total Facilities:
o The agpregate ol all cash Tacihites shall not exceed SOYa ot custonmwe
deposits. 1is Turther governed by the statutors and Tiquidinn reserne

requirerient ol Bangladesh Bank.

2y Lerm facilities:

Aggregate Bank facilities extended for a period exceeding one year shall nol eacecd
W7o ol the total credit portfolio. Facilities shall not be allowed Tor o period
exceeding ve years. Any exceptions will require the approval ol e hoard of

directors



Sy Coualry: cross burder exposure:

i vt o be establishied by the bourd for individual country as well as for aggregate
buank credit exposure to different countries. These hmits are 1o be reviewed trom
time 1o tme with duce regard o he political and economic environment in cach
country. The country exposurce limits may be utilized up o maximum amounts for

dilferent maturities as lollows: -

«  [or maturitics up o one year 100% of the limit

[For maturilties up to two years: maximum 50% of the limit
= [or maturities up Lo three years: maximum 10% ol the Timit

= Jor Exceptions, relerence is required (o the Board ol Divectors.

4) Unsecured faciities:

Aggregate Bank advances to corporate or individual customers, which we not

seeured by collateral and are allowed on (he strength ol customer’s balance sheet

with or without hypothecation of stock shall not exceed 309 of the ot

credi

portlolio.

For the unsecured credit Tacilities extended to a business dominated by one or two

mdinviduals. the bank shall sist on taking Life insurance policies by the principles
which is sulficient o yepay the Toan in the event of death or injury of amy one key

mdividual. The policy to be assigned to the bank and the premium o he pard by e

customer through the bank under surtable arrangement.

5) Industry concentration:

Limits are (o be established and reviewed from time (o time for agercvate Bank

{

Credit exposure tooany one industrial sector. A Tacility will be allocated 1o the

‘e
(BN
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idustry inowhich the facility is o be utilized. Standard industry classitications are

1o be used: these will be reviewed [rom time 1o time.
6) Security:

Sceurity aceepted as collateral for eredit facilities shall be properly valued and shall
be atfected inaccordance with the laws ol the country in which the security is Lield.
An - appropriate margin ol seeurity will be taken to refleet such factors as the

desposal cosis or potential price movements ol the underlving assets.

S04 Credit Approval:

Che primarny factor determining the quality ol the Bank™s credit portfolio is the abiliny of
cach imdividual counterpart o honor, on a tintely basis, all credit commitments made o
the bunk. The authorizing credit personnel belore credit approval must accurately
deternine this.

e credit approval process shall be governed by the Bank credilt policy [ramework

which can be sunmmarized under the following headings:
Credit evaluation principles:

Lo hanve the optimum returns from the deployed funds o ditTerent kinds ol lendings.
more enmphasis shall be given on refund of loans and advances out of funds generated
by the borrowers [romy therr busimess activities (cash Mow) mstead ol realization ol
money byodisposing ol the securities held agaimst the advance which s very much
dnheertain and ume consuming,

Accordmely. the credit evaluation principles mast be adhered to at every level ol
approval,

Fhe lending visk analysis ol containing analysis ol both the business visk and secorin

tish provides overall Tendimg ol visk i particelar foan under he followimy Tendine

[rocess: -

s
s
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¢ Asses risk of Fatlure to repay
o Decide whether 1o accept or reject a loan proposal.
e Sctprice and terms.
s Obtain sanctioning documents and disburse loan

¢ Monitor performance and cnsure repayment/recovery.

he most pertinent and primary part ol the process s assessment of risk ot fatdure o
repay which deals with the overall Tending risk combining the business sk and the
seeurihy risk ina matrix derived out of six segments ol the business risk MV /Z Ty supphies
nisk 2y sales risk 3) performance risk 4) Management integrity risk and two segments off

the securtty risk VIZ, 1) security control risk 2) security cover risk.

[he overall matrix provides four kinds of lending risk for decision makersVIZ 1) vood
2y aceeptable 3) marginal 4) poor which are detailed in the lending risk analvsis manual.
Buank shall not approve any lending having it overall risk as “marginal™ and “poor”
without proper Justifications except lor renewal of existing faciliies under compelling
circumstanees or lor other reason such as sulvage which shall also contain covenants tor

mprovement ol the position. All credit applicants rated “poor” shall require the

approval ol the Board regardless ol purpose, tenor or amount.
Credit risk Assessment:

he tmportance ol a detailed and complete ceredit risk assessment for cach tactlity aid
customer rekittonship cannot be over emphasized. The steps that should be Tollowed
carrving out such as assessment are set out i the Bank advances manual and i Tead
cltee corcudir tssued from time to e [eis the absolute responsibility ol the proposimg
otticer tooensure that all necessary proposal documentation s collected belore the

Cacthiy request s sent to the authorizing officer.

ko]
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Authority:

Fhe Board ol Directors will extend credit i accordance ‘wilh the authory fevels
approved/delegated from tme (o time,

I he responsibilities for credit policy, procedure, approval & review shall vest anmiongst
the following groups: -

a) Board of Directors:

1) Lstablishing overall policies and procedures [or approving & reviewing
credits.

2) Deleting authortty to approve and review credits.

3y Approving credit for which authority is not delegated

4) Approving all extensions of credit, which are contrary to Bank’'s written

credit, polices.

S) Approving all credit applications i support ol credit to a classilicd

borrower.

h) Fmuance Conunittee:
Finance commitiee Lo be constituted by the Board and shall be responstble Tor
1) Lxercising the power ol the Board i all credit matters.
2y Establishing lending polices.
3) Dbstablishing  policies and  procedure  lor reviewing  and  analv /i
extensions of credit and foan portiolio.
4) Supervising the uplementation ot the directives ol the Bourd ol
Directors.
5) Approving credit lacthiues bevond  the  delegated  authority  of the

management.

6) Reviewmy of each extension ol credit approved by the Head Office
Credit Commiltee/ Managing director,

7y keepig the Board ol Divectors informed concerning all the aboy e,

o
N
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¢)  Head Office credit commitice:

Flead Office Credit Commultee will be headed by the managing Divector: other
members will be nomimated by him. The committee shall be responsible Tor:
1) Reviewing, analyzing and approving extension ol credit in accordance
with authority established and delegated by the Board of Dircectors.
2) livaluating the quality ol Tending stall” in the Bank & take appropriate
steps o Improve upon.
3) Recommending credit proposals o the Tinance commitice which we

beyond their delegated authority.

4) In exceptional circumstances when approval ol an extension of Credit is
required at short notice, the proposal may be reterred by the branches
directly to the head offlice credit division by Telex/fax. 'The Ha of the
Credit diviston wih the approval ol Managing Director and 1o case where
the amount exceeds the authority of the management with the approval
ol both the managing Director & the Chairman ol the Board ol Directors
may approve the extension. All such approvals, together with the
appropriate supporting documents, must be submitted o the THead Othee
credit comnuittee (and Fiance committee il necessary) lor information
and post lacto approval at their next regular meeting.

5) Reviewing ol credit lacility approved by he Regional credit Conmittec
& branch Credit committee.

6) bsurmge that all clements ol the credit application e Torms, analysis,
statement and other papers have been obtaied and are m order.

7y Conlivming that the transaction is consistent with the existing loan poliey
and Bangladesh bank guidelines & 1l not the committee mav prepuare o
rccommendation  for an exception Lo or a change i policy oy

constderation by the Frnanee Comnitiee/ Board ol directors,
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be constituted by the Managing Divector,

IR - N . :

Lo valuanon of Tending ofticer (branch Nanager” Credie olficen). approving

credit within the authority delegated.

1%

Ensuring that credit proposal submission to Head Office are complete and
consistent with established policies and procedures.

3. Muaintaining an eflicient credit praciices, procedure and personnel within the
Reeion and developing program and action plan tor overconming weakness,

4. Review ol eredit factlity approved by the branch Credit Comniitiec.

Branch Credit Committee:

Branch Credit Committee to be headed by the Branch Manager: other members to be

N

ceted by the regronal Manager in consultation with [Head Oftice.

Responsibilities:

1)

2)

4)

Nnow their borrower fully;

Comply with the applicable mwstructions, manuals, circulur and other parallel
rules of the Bank as well as hose of Bangladesh Bank includine bankiny
companies Act 12991 (as amended rom time to time)

Fusure that credit proposal submission to Regional Credit Conmmitttee and or (o
Hlead OfTiee Credit Commitiee are complete and consistent with established

policies and procedures.

Review and analyze the Tollowing o connection with cre3dit sk proposals

covering any one obligor:

5) Thstory ol antecedent ol the obligor and tts management personnel,
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6) binancial condition ol the obligor evidenced by comparative statement. latest
balance Sheet, income statement. operating results and supplementary Lactrs.

7) Baunk & Credit mtormation burcau (CIB) checking and trade standing obtamed
through mvestigation.

8) Any other pertinent mtormation.

9) Secure necessary and adequate legal & banking documentation as well as
msurance cover. all i our lavor o ensure maximum legal protection. They
should also ensure that all charge documents, securities, collateral. cte as per
sanction letter have been obtained prior to disbursement.

1) Comply with necessary and customary internal & external contro) & saleeuard.

11) Easure continuing review of the risks and exposure and comphiance with Tits
with particular attention being paid to term loans. At the minimum the lollowing
should be done.

12) The Branch Manager along with other members of credit committee should

review every month all eredit facilities.

13) 'nsure that all Toan covenants are being complied with.

14) Review that regular deposits are bcing made 1 he accounts especially Tor ce &
SOD Imits and the deposits commensurate with limits and busin‘css.

15) Lusure verification of stock reports by hiis authorized oflicer every month.

16) Visit the Business estublishment/ lactories/ office of the borrower once
month o review busiess position, prolitability, Tuture projectiion cie and

prepare a report ol the findings. which ts copied to head office/ Regronad othee

17} Lonsure that all Tacthives are covered by appropriate approval and that are kept
within approved Tmuts and ensure compliance with terms and conditions ol the

approval.
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Documentation:

Fois essential that the proposal defime clearly the purpose ul-' the Tacihity. the sowcees ol
repaymient. where appropriate the agreed repayment schedule, the value of sceurity and
the customer$relationship considerations implicit in the credit decision.

\Where security to be accepted as collateral for the facility all documentation refating to
the security shall be in the approved Torm.

All approval procedures and required documentation shall be completed and all

sceurities shall be n place. prior (o the disbursement of the facilities.

General documentations, as required for different kind of advance are enumerated
below. There may be requirement of spectfic banking or legal document(s to sceure a
credit according to sanction lerms and conditions. which should be obtaimed 1 addition

o the tollowing:

{.oan:

—

) Demand Pronussory Note (D, Note)

[£9]

) Letter of partnership (in case of partiership concerns) or resolution ol the board
ol Directors (1n case of limited companies)

3) Letter of arrangement.

43 Leter ol disbursement

3) Letter ol pledge (in case ol pledge ol goods)
0) T eder ol hypothecaon

7y lrust Receipts (i case ol TR Tacihty)

8) Lerer of hien and ownership (1n case of advance against shares)

9y Leter of lien Tor packimg credit( in case ol packing credit)

10} 1 ctter of Tien (in case ol advance agamst FDR)

L) Tetter ol lien and transter authority (in case ol advance against PSP BSE el

12) Legal Documents tor mortgage of property ( as dratted by legal adviser)

td
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Overdraft:

1)y DD nole
2) Letter of partnership (in case ol partnership concerns) or resolution ol the hoard
of Directors( in case of limited companies)

3y Letier of arrangement

.

) Letter of continuity

'

) Leucer ol lien( m case ol advance against I'DR)
6) Letter of ien and transter authority (1n case of advance against PSP BSP. cle)

7y Lepal documents tor mortgage ol property (as dralted by Legal Adviser)

Cash Credit:
)y D.Pnole
2) Letter ol partnership (in case of partnership concerns) or resolution ol the
board of Dircectors(in case ol limited companies)

3) Letter ol arrangement

4)  Letter of continuity

4

) Letter ol pledge (in case ol pledge ol goods)

6) |euerol lien (1in case ol advance againsl [‘DR)

7y Letter of lien and wansfer authority (in case of advance agamst PSP BSP
ele)

8) Documents lor mortgage ol property (as drafted by Tegal Adviscer)
Bills purchased:

[y D.P Note

2) Letier of partnership (i case ol partnership concerns) or resolution ol the board
ol Divectors (1n case ol lmited companices)

3 Letter ol arrangement

4) Letter of hypothecation of bill
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Al required documents, as enumerated above, shall be obtained betore any foan IS
disbursed. Disbursement ol any credit facility requires approval ol the competent
wuthoriny that should ensure, belore exercising such delegated authority, that wll the
required documents have been completed.

Branches shall ensure proper documentations and submission of monthly stateinents to

Fead oftice on prescribed format confirming such compliance.
3.1.5 Credit Administration:

Fhe principal elements of Bank Credit administration are as follows:
) Credit approval
by Credit e maintenance
¢) lacility evidence maintenance

dy Credit monitoring and review

Credit file nauantenance

Lhe eredin tile on cach Tacihity shall contaim all information necessary to facilitate reads

monitoring ob that tacithity. 1t should contain a through history ol the customer

relationship o

Llelp ereditotlicer’s track any problems

Assist o newly assigned credit officer in understanding the customer and make the
lending process transparent.

Lhe muamienance ol credit files shall be disciplimed to force the lending ofticer to obtan
Abreleyant mformation when analyzing customer risk

Complete credit files help prevent loan losses resulting from  haperlect sceuriy

Jocumentation
Primary ttems on eredit files will mclude:
a) Credit application credit approval notes/analysis. The analyvsis should

contain mformation about the borrower, credit purpose. credit repay et
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sources. collateral security with valuation and guarantec. It should also
contain an assessment ol the competence and quality ol the borrower s
nanagenient, the general cconomic and competitive environment ol the

borrower’s industry and any other pertinet factors which may atlect the

borrower™s abilily to repay the facility.

Lvidence ol credit approval and data upon which$approval was grunted

together with any documents, il appropriate. Copy ol sanction fetier &
loan agreements. A cheek Hist ol all fegal & banking documents obtained

(o be obtained

Details and 6 monthly updated information ol all related Tacilites (o the
saiie customer group {Group labilities information)

All supporting data such as [inancial statements and analysis there ol
relerences, ciedit vestigation results, CIB & other bank reports and
notes ol all discussions with the borrower and other relevant parties with

paper clipping.

Correspondences, call reports, site visit reports. Fach credit file shall be

mantaned oo osecured locahion and access restricted o authorized
personnel. Copies of the information may be kept where vegular aecess s

required.

Factlity Kvidence Maintenance:

and bankimg documentation and register of security shall be maimtaimed. at the

branche separately from the credic file oo location of  utmost sceuwrity. Such

doctmentation may nclude:

£y Al charge documents as presceribed by the Bank& tocal laws. tor the relevani

credit Tacthity

) Siened credit agreement

) Signed guarantees or other evidence of credit security or collateral agreements
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1) Where collateral is taken, the original documents of title reports on the collateral
concerning, its existence. location and value should be held inihe sceeured
location.
3) All legal & Banking documentation shall be kept in fire prool sale under dual
custody of branch Manager or his designate alternate and another olficer. A
register ol security documents shall be maintained under the supervision ol

Branch Manager.

3.1.6 Credit Monitoring and Review:

It 1s the responsibility of the manager 1o monitor the overall profile and rish aspect of

the credit portfolio in accordance with the criteria set down in the Bank credit policy.

Such monitorg shall be evidenced from the comments ol the manager it monthly call
visitreports of the assigned olticers and be kept i the credit file with copy to Regional

allieetlead olliee

Uhis review shall be tormally performed at intervals prescribed by lead office but it is
e vesponsibility ol the manager Lo ensure at all times that the credit portiolio mects the
standard set torth by the bank.
Pertodic review and follow-up should, aim at ensuring
a)  That terms ol approval have been adhered to;
b) That conduct ¢ trnover, regularity ol repayments et¢) of the horrowing
accounts during the pertod under review has been satishictory or s
expected;
¢)  Lhat the contmuimg value ol collateral 1s adequale;
d) That there are no averse trends i market, ceconomic and polinead
conditions which may endanger the responsibility ol the facility
¢) That the borrower’™s busiess is bemg  satisfactorily  conducted  as

rellected throagh a review and analysis of their linancia

and operating
statements and detailed mformation such as quabty ol the inventory.

ageing ol receivables, trend mosales and profitability, Tiquidity and cash
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flow situation, maintaining various ratios, particularly those stipulated by

bank at the tnie the taciliny was granted. cle;

t) that the business reciprocity oflered and received s commensurate with
the Lactlities allowed;

o) Uhat carnings rom the account are cost effective (e, adequate o mecet
direct cost ol Tunds and leave sullicient margin for adequate risk reward
overheads and profits),

Al extensions ol credit are therelore o be reviewed and graded at mtervals prescribed
by Lhe Head Office. The purpose ol this procedure is o monitor lending performance
and o identify potential delinquent credits.

Lie basts ol review/ classitication are risk of the transaction, repayment record, conduct

ol the account hinancial capacity and records of the borrower, collateral conditions.
supporting mformation and documentation and the degree ol conlormity Lo bank

pulicies.

Assessmient of group exposure:
Lacthines 1o any customer group are booked in a number of locations a designated
tieer shall be responsible Jor the management ol the Bank’s global exposure to that
customer, shall be documented and advised (o the designated olficer
cascertatn repaving ability ol each customer a formal assessment shall be carried ot
cuea regular basts. Where a facility s secured, the advance should be based on the
arent value of the underlying asset. The frequency ot these assessments will depend
the qualiy ot the Tacility, which is based on the classilication ratings set outl helows
a. Lhis classification contains accounts where invegularities have occurred  bul
where such wrepulanities are considered 1o be  either “techncahties™ or
remporary i natuve. Jhe mam eritena for asubstandard advance are that deposi
these “technieal™ or temporary regularities no loss is expected (o arise. These
accounts will require close supervision by management to ensure (hat the

situation does not detertorate Turther. Provisionia: 10% ol the base 15 required Toy

4
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debts in this classilication where base i1s the outstanding balance less mierest
kept i interest Suspense Account less the value of eligible securities.
Doubtlul Debt This classification contains debts where doubt-exists over the
full recoverability ol the principal and /7 or interest. Although a foss s anticipated
ttis not possible at this stage to quantly the exact extent ol that foss.
NManagement is required 1o pursue such debts with the ulmost resolution o cither

avord or minimize the Bank’s losses. Provision (@ 50% of the base required tor

debts i this classification.

Bad Debts: These lacilities are considered to be uncollectable or worthless even
alter all security has been exhausted and shall be provided Tor « 100% ol the
base,

Spectal mention: Factlitics requiring spectal monitoring are to be agged or put
on awateh fist. Whilst this s not a debt classification as such this fucility will

allow the bank to monttor customer who, through not i branch ol their Tacihioy
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3.2 Deposit Credit Ratio

Table: 3.1- Deposit Credit Ratio of NBL.

(Figurces in Million Tk)

Year Deposit . Credit l)clml;i;:“((;r(ldil

1997 o 0sss387 | 150559 | 10331

1098 173“64..7-4 ” 16056.4 | 1O8. 13
oo 025872 | 1823952 L 107
2000 N .-23616.28 I v18553.66 127.29

2001 _ 248906.04 - 2—02(—)(;67 o — 173.3.2;— _
2002 26276.26 2067796 | 1200

2003 | 27%02.12 22257.15 | | 2473
2()(_)47 287‘)7’3.3‘)» “ ! “-23129.65 12527

2005 ' 32‘)84.()5_ | 27020.21 | 12207

Source: Annual Report of NBL (2001-2005)

Lable 3D dlustrates the deposit-credit ratio of NBL. 'The deposit credit ratio was i the
wercasing level as we can see ul from the gl‘UWlh percentage rate. In the year 1997 the
crowth percentage for depostt-credit ratio was 103.31%. Then i (the next vear o
mereases from the previous vear. The increasing level of the ralio was consistent up o
the vear 2000, But the year 2001 and 2002, the growlth percentage of deposit-credit ratio
lias been decreased. Then the growth percentage ol deposit-credit ratio starts to merease
2

up o 2004, The highest growth percentage was 125275 i the year 2004 The fowest

crovth percentage was 1055 1% 1 the year 1997,

40
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Phe Growth Percentage of D/C ratio of NBL 1s shown i the following gruph:

Growth Pereentage

140.00%
120.00%

100.00% -
80.00% 1|

Y
e

60.00% il

40.00% ‘E'
20.00% 1 2
0.00% + 5

1997 1998 1999 2000 2001 2002 2003 2004 2005

Year
Figure 3.1: Growth Percentage of D/C ratio of NBL
3.3 Recovery of Credit
Table 3.2: Sector wise loan (fig. in million tk)

Scetor 2000 2000 [ 2002 | 2003 | 2004 | 2005

Aericultural 3 | e32r | 77 107 | 61.3 | 99.9
. ) |

Industry 430692 | 4410.1 | 3563 | 4342 | 29894 | 42348

- ey A T 98 40 | 8890

Lxport | 491731 | 4960.7 - -1 3965.1 | 49673
1 | < o |
Others 7240 .32 ; 8§030.9 | 1364596 | 13888.2 | 4321.36 | 532589

. | 4 !

Source: Annual Report of NBIL (2()()1—2()()5)
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Nector wise loan recovery:

[) Agricultural sector:

Table 3.3: Loan recovery from agricultural sectors

(Fig. in million tk)

Growth
Year | Agricultural Loan Recovery
: Pereentage
oo | 113 100.17 ’

T 63.27 5694 | 4315
2002 77 | 693 | 21.70

2003 » 107 96.3 38.96

'Z(J(H 61.3 55.17 -42.71
2003 99.9 | 89.91 62.97

< RN = - .
Sotree: Amnual Report of NBL (2001-2005)

Lable 3.3 desceribes the agricultural loan recovery ot NBL. In the year 2001 (the erowth
percentiage was -43.13%, because in that year the loan amount was not so fieh i the
aericultural sector. Another negative growlh percentage rate was in the yvear 2004 1
was =42 71%. The highest growth percentage rate of recovery was in 2005 which was
0297 and the Towest was-43.15%. The growth percentage ol the recovery of
agrrcultural Toan suggests that in the agricultural sector the loan amount ts not eraduadly
mercasting. [ some vears 10s imercasing and in some year icis decreasing,

e growth percentage ol the foan recovery Irom agricultural sectors of NBIL. 1s shown

o the following praph:

18



Growtlt Percentage

80.00% |

60.00%J

40.00%

20.00%-

0.00% A

-20.00% 11

-40.00% 11

B

2004

S

2003

-60.00% +== - - .

2005

Year

‘gure 3.2: Growth percentage of the loan recovery trom agricultural scetors of

NBL.

2y Industrial sector:

Table 3.4: Loan recovery from industrial sectors

(Fig in million tk)

Year Industry Recovery Growth %
2000 T 130692 ' 3014 844 -

2001 | 4410, 1 3087.07 240

2002 | 3563 " 24941 100

2003 | 4342 3039.4 2180

004 i 20894 2092.58 | TNE

wos | 4348 296436 4o 3‘

“oees Annual Report of NBL (2001-2003)
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incase ol industrial sectors the loan recovery rate was negative in the year 2002 and
2004, The highest growth percentage was in 2005 and the lowest growth percentuge
was i 20040 The highest growth percentage was 41.66%, and the lowest growth
percentage was -3 1.15%. The growth percentage ol the recovery ol industrial sector
sugeests that e the industrial sector the Toan amount is not gradually mcreasing. In

some vears 1t is incereasing and i some yeatr it 1s decreasing,.

Lhe crowth percentage of the loan recovery [ronn industrial sectors of NBL 1s shown in

the Tollowing graph:

Growth Percentage

50.00%
40.00%-
30.00%- |
20.00% '
10.00% '

0.00%
-10.00%
-20.00% 1]
-30.00%7
-40.00%

N

S

2002

X

2003 2004 2005

2001

Year

Figure 3.3: Growth percentage of the loan recovery from industrial sectors of NBI,

N
=
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3) Consumer Credit Scheme (CCS):

Table 3.5: Recovery from CCS
(Fig in million Tk)

;‘ Year cCs Recovery ~ Growth % :
E 2000 | - S - |
| 2000 | - e e B -

E 2002 . < = I :

| 2003 7 | 136 -
2004 | 9846 | 78768 | 479.18

? 2005 | 8896 71168 | -9.65

Source: Annual F_(;p(dn't' o NBBL (2001-2005)

From the wble 3.5 1t 1s clear that i the CCS sector the loan was provided e the yvear
2005, 2004 and 2005, The highest loan amount was 98.46 million tk in the vear 2004
ad e that year the growth percentage was also highest. The highest growth percentage

wis 479 018% and m the vear 2005 the growth percentage was (he Towest Twas -

)
\).(,’1_\\' U

he groawth percentage ol recovery Iltom consumer credit schemes of NBL is shown in

tie following graph:

|
=
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Growth
500.00% |
450.00% 1]
400.00% 1|
350.00% 7|
300.00%1"_|
250.00% 1" |
200.00% 1 |
150.00%+" |
100.00% |
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-50.00%+=
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TS WA Y
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Figure 3.4: Growth percentage of recovery from consumer credit schemes of NBL

3y Ixport:

Year

2000
2001
2002
2005
2004

2005

Table 3.6: Recovery from Export

(Fig. in million tk)

‘ Export

L 491731
l 4960 .74
| )

’ 39651
l

4967.5

Recovery

3933.848
3068.592

3172.08
3074

L . 1 ] . | -
Suuree: Annual Report of NBL (2001-2005)

Growth %

0.88
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L1 the export sector the loan was provided i the year 2000, 2001, 2004 and 2005, 1 he
cronth percentage ol the recovery from export sectors was 0.88% in the year 2001 and
I 280 the year 2005,
Ihe growth percentage ol recovery lrom the export sectors of NBL 15 shown i the

tollowing graph:

Growth %

30.00%W

25.00%-

20.00%-

15.00%

10.00% 1

5.00%

0.00% +

Y eur

Figure 3.5: Growth percentage of recovery from the export sectors of NBI.



National Bank Ll
41 Others:

Table 3.7: Loan recovery of NBL trom other sectors

(IFig in million tk)

Others Recovery Growth % |
Year !
2000 724032 | sa3024 |- |
Co000 | 80309 602318 | 1092
2002 1 1364596 | 1023447 [ 6992
| 2003 ' 138882 | 10416.15 178
2004 | 432136 | 324102 | -68.88 |
2005 | 552589 | 414442 | 27.87

i\‘mu‘cc: Annual Report ol NBL (2001-2005)

case ol others sectors the loan amount was very high i each and every vear: In the
Vsl two vears (2000 & 2002) the growth pereentage was mcereasing. Then in the vear
L the growth pereentage decreases to 1.78%, and in the next year it decreases 1o the
cecative rates Then it inereases i the year 2005, The highest growth percentage wus
P20 the year 2002 and the Towest was -68.88% in the year 2004 [he growth
pereentage ol the recovery of others sector suggests that in the others sector the Town
ount Is not eradually inercasing. In some years 1s inereasing and i some vear i s

focreasing.,

e erowth percentage ol the Toan recovery of NBL [rom other sectors is showan in the

fohowing eraph:



s

National Bank Ltd

Growth Percentage

80.00%-

60.00% 1

40.00%

20.00% }

0.00% ﬂ

.20.00% 1

—40.000/0’ |

-60.00% 7

80000/0 T :;@_4‘4_’,3,;43._ L «;I . T LSS .
2001 200 2003

T bl v .Msc% R
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Figure 3.6: Growth % of the loan recovery from other sectors of NBBI.

3.4 Non-performing loan as a percentages of total advances

Table 3.8: Non-performing loan as a percentage of total advances

. | Non performing, loan as a % of  Growth
Yo total advances Percentage

2000 34 o
2001 2815 1035
2002 0884 | 245
2003 2513 12.86 |
2004 17.24 -31 .40
2005 i 706 5905

Soarees Annual I{mel ol N13L. (2()‘() [-2005)

(4]
i
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I the year 2001 the growth percentage ol nonperforming loan as a percentage ol total
advances was negative. In 2002 the percentage ratio has been increascd o the positive
level Tewas 2 45%. Then 1t was agam became the negative ratio it has been started 1o
decreasmyg. From the year 2003 o 2005 the growth percentage was decrcasing. '} hic
highest prowth percentage was 2.45% and the lowest was -59.05% in the year 2002 and

2005 vespectively.

The growth percentage of the non-performing as a percentage ol total advances of NBL

are shown i the lollowing graph:

Growth Percentage

10.00%|

0.00% 4

~10.00% -

N=

-20.00%-

-30.00% 11

-40.00% -

-50.00% A

-60.00% +=

Ll

2001 2002 2003 - 2004 2005

Year

igure 3.7: Growth % of the non-performing as a % of total advances of NGB,
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3.5 Volume of Non-performing Loan

Table 3.9: Volume of non-performing loan of NBI,

Year

2000
2001

2002
2003

2004

2005

(Fig. in million Tk)

Volume of non-performing loan

5626.31

5686.52

62523

559251
3988.59

1906 .4

Source: Annual Report ol NBLL (2001-2005)

Growth

percentage

brom the table 3.9 we can see that the growth percentage ol the volume ol non-

crformming loan has been increased from 2001 to 2002 and then it was decreasing

contiuously frony the year 2002 to 2005, The highest growth percentage was 9,95 i

Uie vear 2002 and the lowest was =52.20% in the year 2005, The growth pereentage ol

tie volume of non-performing loan has become negative year alter vear which is o

ostnve side Tor NBLL The volume ol non perlorming loan has been decreascd from the

il

2003 1o 2005 Tt is a very positive signal for the bank.

coolunie ol non-pertorming foan o NBI 1s shown i the [ollowing graph:

I
~J
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Growth Percentage
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Iigure 3.8: Growth pereentage of the volume of non-performing loan of NBL
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3.6 Amount of provision against Classified & Unclassified Louans

2.0.1 Amount of Provision against Classified Loans:
Table 3.10: Amount of Provision against Classified Loans

(Fig. in million Tk)

Crowth
Ycar Provision against classified loan
percentage
2000 271035 i .
001 C2720.69 I 03
L2002 3210.75 B R TYY |
o003 3161.87 T
2004 196665 137.80
2005 96721 o 5082

Souree: Annual Report of NBIL (2001-2005)

Chie growth percentage ol the amount of provision against classificd loans wus
pereasing lor the first two years. Then in the year 2003 the growth pereentace has
cate negative and it continues up to year 2003, The highest growth percentage was

S U6 e the year 2002 and the lowest growth percentage was -50.82% in the yeur

LIy

erowth pereentage ol the provision against classified loan of NI is shown i the

lowinyg eraph:
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Figure 3.9: Growth percentage of the provision against classified loan of NBL

0.2 Amount of Provision against Unclassified Loans:

Table 3.11: Amount of Provision against Unclassified Loans

Year

2000

2003
2004

2005

1

loan

158.43
[ 748
184.67
19095

191 .41

Sourees Annual Report of NBL (2001-2005)

O

B (Fig in million Tk)
Provision against unclassitied

Growth
percentage
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Dle 39 states the growth percentage rate ol the amount ol provision against
anclussilied loans of NBL. the growth percentage rate was decrcasing [rom the year
2001 o 20040 But i the year 2005 the growth pereentage L‘QLC has been jumped Lo the
dchest tevell The highest growth percentage rate was 31.21% in the year 2005 and the

Lowest rate was 0.24% 1 the year 2004,

Ihie Growth Percentage of the provision against unclassified loan of NBIL. s shown in

thie tollowing graph:

Growth Percentage

35.00%1|

30.00%-

25.00% 1

20.00% 1

15.00% 1

S

10.00%-;

5.00%

.

2001

0 . 0 00/0 -4

2002 2003 2004 2005
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Figure 3010 Growth percentage of the provision against unclassified loan of NBJ,

Ol
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An Appraisal of the Foreign Exchange Activities of NBL

4.1 An Overview of the Foreign Exchange Activities of NBL

JForeign Lixchange 1s divided in three parts. They are-

I, Lxport
2. Importl
RS

Foreign Remittance

4.1.1 Export:

By the ternn export we mean carrying out ol anything [rom one country o another. I'he
bank defines export as sending of visible things outside the country for sale. In a word

cxportmeans goods are outwards and foreign currencies are inward,

vport wade plays a vital role in the development process ol an economy. b xport trade
s always encouraged but anybody cannol export anything to any place. bxport

Regstration Certilicate (BRCY given by Chiel Controller of Import and Export (CCT &
Lo as required Tor this purpose,

Lotter of Credit (1/C):

voletter of eredit (1/C) is an imstrament issued by a bank on behall” of the imiporte

wver) promising to pay the exporter (beneliciary) upon presentation ol shippiy

wocuments i comphance with the terms stipulated therein.
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Dloclter ol € redyt,
creare basteally 2ty pes ot fetter o credit which are described below:
1y Revoeable:

A revocable credit is a credit, which can be amended or cancelled by the issuing
bank at any time without prior notice to the seller.

2) lrrevocable:
Anarrevocable credit constitutes o delinite undertaking of” the issuing bunk
(since 1t cannol be amended without the agreement of all parties thereto).
provided that the stipulated documents are presented and the seller satisfies the
wrms and conditions. An revocable credit can be  either confirmed  or
unconlumed depending on the desire ol the seller. The seller ol credit is alwans

preferred to revocable letter ol eredit.

[ he other types of Letter of Credit are given below:
o Documentary credil
5> Stand-by letter of credit
o Counter eredit

o lranslerable credit

o Buack-to-back L/C.
Lhie Back-to-back L/C is widely used and most necessary among others letter of

cedit, So the Back-to-back L/C is described below:
Lach-to-back Credit (BTB L/C):

to-back letter ol credit s a new credit opencd on the basis of an origmal credit

or another benelictary, Under the back to back concept, the seller as the
wany ol the first eredit otTers 1tas ~“Security” (o the advising bank [or the isswince
sccond credit The original credit (selling credit) and back o back credit (huving

are separate struments independent of each other and in no wav legally



Parties ot L/C:

I here are anumber of parties imvolved ina 1./C such as:

L. Importer/Buyer

it Opemng/Issuing Bank

1. Exporter/Seller/Beneliciary
i, Advising/Notlying Bank
V. Conlirming Bank

Vi Negottating Bank

Vil Paying/Reimbursimg Bank.

Requirenents of opening a L/C:

» Current deposit A/C holder

~ IRC (lmportant Registration Certificate)
~ lmport policy

~ 1/C authortzing from duly registered

~  L/C application duly Ol up and sign

» Contract/Indent

~ Insurance coveruge

» Income tax document

» Contingeney liabtlity voucher

~ 1 Cregistration

04
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Requirements of opening a BT L/C:

~ MNuaster L/C

» Vahd Import Registraton Certilicate (IRCY & Lxport Registration Cerblicate
(HRCYH ’
»  1/C application and 1.CA [orm duly hlled in signed

» Pro-forma Invoice or Indent
~ Insurance cover note with money receipt.

~ IMP form duly signed

Soca LAC which s opened against a Master [/C; s called BTB 1/C. One or more ¢

v opened against one Master 1L/C
L'aport Procedure:

(1) Registration of Exporter:
Lo do the export trom Bangladesh to another country, the exporter has o register
with COLKL and holds valid Export Registration Certificate (ERC). No exporter s
allowed (o export any commodity permissible for export from Bangladesh unless he
ar she is registered with CCI&1: and holds valid Export Registraton Certificute
(1'RCY. The ERC number is 1o be incorporated on EXP forms and other documents

connected with exports.

(1) Obtaming LXT Form
Atter having the regtstration, the exporter applics to the bank with trade Tieense wnd

FIRC o eet XL T the bank s satistied, an EXP s issued o the expuorier
L [

(i) Securing the order
Alter registration, the exporter may proceed 1o secure the export order. Te can do

this by contracting the buvers divectly through correspondence. Somce -buvers have
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(hewr liatson ollice, representatives or local agents, who can contracts 1o secure

deal.

(1v) Signing of the coutract
While making a contract. the Tollowing points are to be mentioned-
»  Desceription of the goods
» Quantity ol the commodily
» Price of the commodity
»  Shipment
»Insurance and marks

~ Inspection

(v) Procuring the materials
Alter making the deal und on having the L/C opened i his favor, the next step lor
the exporter is o sel about the task ol procuring or manutacturing the contracted
merchandise.

{(vi) Shipment of goods
Fhe tollowing are the documents normally mvolved at the stage of shipment-

»  LXP lorm

X

Photocopy ol registration cerlificate

» Photocopy of the contract

»  Photocopy ol the /¢

»breight certilicate from the bank n case of payment ol the freight ar the port of
lading s involved

~  Ruathway receipt, Barge reeeipt or Truck receipt

» shipping istructions |

~  Inasurance policy

\ler thoses exporter submits all these documents along with a letter ol Indemniy o the

Bank lor negotiation. An ollicer scrutinizes all the documents. 11 the document s a
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~atone, NBL purchases the documents on the basis of banker-consumer relationship.

as iy hnown as Foreign Documentary Bill Purchase (1'DBP).

. Procedure for FDBP:

viter purchasing the documents, NIBL takes IFDBP charges from the customer’s A LA
CDBP register is matntained tor recording all the particulars.

2. Foreign Documentary Bills for Collection

NBL forwards the documents for collection. FDBC signities that the exporter will
receive payment only when the issuing bank gives payment. The exporter submils
Duplicate LXP form and Commercial [nvoice. An FDBC register s maintatiied where
Nestentry s given, when the documents are forwarded to the issuing bank lor collection

and the second one 1s after realization ol the proceeds.

Documentation
Next step is documentation. When goods are shipped then they send the documents. At

irst prepare forwarding. Then arrange the following documents-

» Bill of exchange

~ Bill ot lading

~ Commercial Invoice
~ Packing list

~  Certificate & other documents

\

Any other documents as asked Tor by the opener

Retirement

Next step s Retirement. Phis means wail for payment. When the beneliciary sends the
coods, then they sent related docunients Tor payments o the bank the bank strts the
retivement procedure. AL Birst cheeking theses documents with the 1/C, 1/C e date

number. mvoiee, terms & conditions, beneliciary’s certificale. Certificate of origin.
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certificate ol undertakimgs by M.D. (in case ol local), ete. then entry in the register and
the number is posted to docunients with seal 1n every page. The register number entry 1s
catled ABP. Then prepare commission voucher and entry i the habtlity bool Tor that
amount. [t must be mentioned that as per rules the amount, which is admissible. that

must be entered m the lability register.

Pavment
Nextstep is payment-local payment & forcign payment. They are discussed in the next

|ge-

L.ocal payment
For local payment the bank used P.O (Pay order within Dhaka city) & (Demand Draii

outside Dhaka city). The bank charged commission or that.

Foreign payment:

[ case of Toreign payment the procedure s otally different. For examiple- Bangladesh
Y Cossend payment USA X Co. The issuing bank prepares voucher for thal amount and
sends o the 1D (International division). 1D mtormed the BANK O TORYO-
NITSUBISHI, NEW YORK BRANCI USA, which mamtains laison between the
issuing bank & advising bank. Then the bank ol Tokyo pays to (he h‘cnclici;u;\‘ alter

chieeking the authentication code.
Adter that, the Bangladeshi Coois gomg for production and exported those goads with

related documents. Then the Colsent EXP form with mvoice to the issuimg bank. 'The

PP form s signed by single authority & sends to the Bangladesh Bank.

0¥
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+.1.2 Import

lmport s Torergn goods and services purchased by customers, firms and Governnent i
Baneladesh. There are mamly three purposes ot import they are as follows:
» lrading Purpose
» Industrial Purpose: Here 1/C margin is negotiable between banker and buyer.
» Actual user:
A importer must have Import Registration Certificate (IRC) given by Chicl Controller

ol Import & Export (CCL&L) to import anything (tom other country.

Import Procedure

Belore making mmports, the importer enters in to a purchase contract with foreign
suppliers. U the suppliers have local agent, the importers obtain an indent and pro-fomi
myvolce. I the suppliers have no local agents in Bangladesh, then importers hold valid
IRC
Al mporters in to Bangladesh are subject to opening of L/C. import transaction are
concluded with the help ol documentary letter of credit established by the tmporter’s
bank i favor of supplier or Benelictary and advised through the agent’s bank lfocated in
the supplier’s country.
Documents that are needed for opening an import 1L/C are Listed below-
L. Party application duly signed and sealed by the opener.

2. Import Registration Certificate
5. lrade License
4. Pro-torma mvoice/mdent duly signed and scaled by the opencer and

beneliciary
o L/C apphication form (1o be the bank) duly signed and scaled by the

opener.

—_

o LOA/IMP forms duly signed and scaled by the opener.

0OY
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L2,y 0, ¢ ; K ' '
pautine propoal approved by the opencr authorin mehtionme |

0

CLolasc wl U3l Insurance coser ole wilh moticy recclpt

[0 In cuse of Quora iten, quota allocated papers.

hmport Mechanism

According o mmport & Export Control Act, 1950, the oftice ol chiel controller ot
mmport & bxport provided the registration (IRC) o the importer. Alter obtaining this.
person has o secure a better of Credit Authorization (LCA) from Bangladesh Bank.
And then o person becomes a qualilied importer. He 1s the person who mstructs the

opentng bank to open an L/C. the import mechanisms are discussed below-

1. tmporter’s Application for 1./C Limit/Margin

Lo have an mport L/C limit, an mimporter submits an application to the mmport
department. An olticer scrutinizes this application and accordingly prepares a proposal
and forwards it to the head office. 1 the Munaging Director sauslies. he sanctions thie
Lt and returns to the branch. Thus the importer il entitled for the Timit.

2. the L/C application

Alter sancnonmg the Tt an olficer of NBE maukes a L/C application.

3. Transmission of L/C

he ransimission of L/C is done through tested telex or fax or mail 10 advise the 1/0 (o
the benelicrary.

4. Presentation of the Documents

Uhe seller being satstied with the terms and conditions ol credit proceeds o dispaich.
the required poods 1o the buyer and alter that, has to present the documents evidencing

dispatehing of goods to the negotiation bank or belore the stipulate expiry date ol the
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it tound thal the documents drawn in conforminy with the terms of the
Ltore the documents are moorder. NBIL Jodges the documents in PAD.

6. Pavment Procedure of the import documents

[his is the most sensitive task of the import department. The ollicials have to be very

much careful while making payment. This task.constitutes the following-

(1) Date of Payment

Ulsually paymient ts made within seven days alter the documents have been received

the payment 1s become deferred, the negotiating bank may claim interest Tor making
delay.
(i1) Preparing Sale Memo

A Sale memo is made at BC rate o the customer. As the T’ & O rate 1s paid to thie
1D the dillerence between (hese two rates 1s exchange trading. Finally, an mter Branch

Fxchange Trading credit Advice is sent to 1D,

(ii1)  Requisition for the foreign currency

For arranging necessary fund lor payment, a requisition is sent to the 1D,

(1i1) Transmission of telex

\relen s ransmitted o the correspondent bank ensuring that payment is being made.
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L/C Margin:
| C Margin varies [rom bank to bank and customer to customer. Generally 1t depends

on the Tollowing factors-
(1) Relationship between the banker and the client

(1) Seasonal Factor

(i) Feature of the goods

4.1.3 Foreign Remiftance

Remittanee is another lactor ol the NBILL [rom where 1t earns a lot ol Torcign exchange
every year. Remittance means to send or transfer money or money worth from one
place to another. In this case, the bank acts as the media to transler or remit the money,

Avainst the service it charges some commissions [from the client.

he basic functions of this department are outward and inward remittances ol Joreign
exchange trom one country to another country. [n this process ol providing (his
remittance service, 1t sells and buys foreign currency. The remiltunce process imvolyves

the Tollowing four models:
Cash Remiftance:

» Cash Dollar sell: Bank sells dollar for using the abroad by purchaser. The
mastmum amount of such sell s mentioned in the Bangladesh Bank pobhication of

“Convertibtlity ol 'Taka for current ransactions in Bangladesh™

» Cash Dollar purchase: Bank can purchase dollar from resident and non-iesident
Bangladeshi or foreigner. Most dollars purchased comes [rom realization of

Fxport bill of exchange.
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raveler’s Cheque:

Issue of Traveler’s Cheque:

Traveler’s Cheques are uselul to persons, who trequenty travel abroad.

Buying of Traveler’s Cheque:

Customer buy’s Traveler’s Cheque for use in abroad. But some leal may be
remained unused. The customer can surrender these unused leaves against
payment of equivalent amount.

Traveler’s Cheque received for collection:

This bank for collection receives unused leaves of Traveler’s Cheque issued by
another bank. Generally it takes 21 days for collection and cuslomer can draw

cash alter one month.

Telex Transter:

» Outward TT: Bank also remit fund by tested telegraphic message via its

forcign correspondence bank i which it ts maintaining its NOSTRO account.

Inward TT: In the same manner, it makes payment according (o (clegraphic
massages ol 1ts loreign correspondence bank from the corresponding VOSTRO

account.

Foreign Demand Draft:

Bank issues

cmand dralt in tavor ol purchaser or any other according 1o imstruction ol

Cpurchaser, The payee can colleet it for drawee bank in which the issuing bank ol

demand dralt holds 1t NOSTRO account. Bank also makes payment on DD drawn on

this bank by its Toreign correspondence bank through the VOSTRO account.

In this process the remittances, bank must have to make profit as a business mstitutions.

Profit may make in two ways:

» st one 1s Comnussion Charged™ and

»The seeond one 1y Ditference in buying and selling.”
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1.2 Irends ot Foreizn Eschange Activities of NBL

Table 4.1: 1rends of foreign exchange activity of NBI.

7 rlmpoirl Exp-(.)rf_.

Year Growth % Growth %

: Business Buasiness
w97 | 180824 - 12651.8 :
1998 27236 3 50,62 15664 | 2381
1999 23597.1 -13.36 18742.4 19,63
2000 22420.04 499 21670.8 15.62
5001 07732 | 735 | 2071 185
2002 192457 735 177712 | -19.48
003 | 192645 | 010 13418 | 804
2004 20283 | 1435 171053 167
005 | 316482 43.67 21344 1 uw

.\\nmw: Annual l’\qjori‘ol"}\ll}l. (JUVU—IQU()J')

I the wble 4.1 the wends of foreign exchange activities ol NBL are described. Two
Lopes of foreign exchange activities such as import business and export business are
shown e the table. In the year 1998 the growth percentage of import business is the
hehest TEowas 50.62%. But e the year 1999, 2000, 2001 and 2002 the growth
pereentage of the import business were negative. The lowest growth percentage was in
the vear 1999 10 was -13.30%6. Incase ol export business the highest growth pereentage
was i the vear 2005, Tewas 24.78%. [n the ycugl' 2002 and 2003 the growth pereentage

was negative. Tnothe year 2002 growth pereentage was - 19.48%. 10 was thic Towest,
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CHAPTER-5

Financial Performance Appraisal of NBL

5.1 Financial Performance Appraisal of NBL (Ratio Ahalysis)

In this chapter the financial performance appraisal of NBL are described. 1o appraise
the Tnancial performance of NBL, | have used the ratio analysis. In the ratio unalysis |
have analyzed Return on Asset of NBL, Return on Equity of NBL, Net prolit margin
ratio. Bquity multiplier ratio, Fixed assetl turnover ratio, ‘Total asset turnover ratio eie.

Lhe ratio analyses are given below:
S0 Return on Equity (ROE):

Return on equity measures the rate of return on stockholders” investment. {1 RO 15 the
less then other companies ROE, it indicates a decrease in stock price. The component of
RO indieates the performance of the company.
Caleulation of the ROK:

RO = Net Income / Total equity capital
[he Return on equity (2001-2005) ol National Bank Limited is shown in the following
able:

Table 5.1: Roe ot NBL

| Year ROE

| 2000 ' 17.45%
2002 8.73%

| 2003 5.18%

i 2004 | 9.13%

| 2005 i 15.66% |

Source: Al Report of NBL. (2601-2005)
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Figure 5.1: ROLL of NBL

Return on equity indicates the percentage of return on its equity. In the year 2001 the
RO was 17.43%. Then it started to decrease. In the year 2002 ROI= was 8.73 0. and
then it has been decreased (o 5.18% 1n 2003, Then it has been again started to increase
m the year 2004 and 2005, The highest ROE was 17.45% n the year 2001 wund the

fowest was 5.18% in the year 2003.
5.1.2 Return on Assets (ROA):

Returm ons Assets indicates how successlully a [irm is using its assels 1o generile s
meote. Retuwrn on asset also measures the elliciency ol firm’s manager o using ils

dssels.

ROAN can be caleulating by the tollowing Tormula:

SR Net Income / Tolal Assels
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So. the caleulated ROA (2001-2005) of NBL 1s shown in the following table:

Table 5.2;: ROA of NBL

Year | ROA
2002 I 258w
2003 2.61%
w004 S 2.09%

2003 2.22% -

The caleulated ROA (2002-2005) of National Bank Limited is shown i the following
craph chart:

ROA

3.00% 1 h |
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Figure 5.2: ROA of NBL
From the table it 1s clear that the return on assets was not fluctuated enough from the

vear 2002 1o 2005, in the year 2002 1t was 2.58%. Then 1t has been decreased to 2.61

i the vear 20030 Then ita has been again decreased to 2.09% n 2004, But in 2003,
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RO has been increased 1o 2.22%. The highest return on asset was in the vear 2003

shich was 2.61%. The lowest was 2.09% in the year 2004,
3.1.3 Net Profit Margin Ratio:

Nt profitmargin ratio provides information about the ability of management to control
lrms expenses. 1t explains how elfectively and ctficiently the managers arc manuging

the frm's total expenses.

Net prolit margin can be caleulated by the lollowing formula:

Net Profit Margin = Net Income / Sales.
Net profit margin ratio (2001-2005) of NBL 1s shown in the following table:

Table 5.3: Net profit margin ratio of NBL

Year | Net Profit Margin Ratio
2001 | T22.35% |
|_' 2002 8.26%
2003 ' 4.83%
2004 | 8.66%
| 2005 11.78%

Source: Annual Report ol NBL (2001-2005)

Nel profitmargin ratto ol National Bank Ltd for 2001-2005 1s shown iy the Tollowimy

craph chart:
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Figure 5.3: Net profit margin ratio of NBL

e net profit margin ratio of NBL has been fluctuated enough from (he yeuar 2001 1o
20020 I 2001 1t was 22.35% and i the year 2002 it has been decreased 10 8.26%0. [hen
1 has agaim decreased to 4.83% 1 2003, Bul m 2004 1t has been started to mcrease. In
tie vear 2005, the net profit margin ratio has been jumped to 11.78%. The highest net
profit margin ratio was 22.35% in the year 2001 and the lowest was 4.83% 1n the vear

03

S Equity Nualaplhier (KM Ratio:

Fauiny NMulaphier mdicates the amount ol assets is backed by the Owners Liguity. [he

Lguies Nultplicr s measured by the Tollowing Tormula:

Fquins NMultiplicr = Total Assets / Total lquity

[he Faguey Muoliphier Rato (2001-2005) of NBL iy shown in the following table:
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Table 5.4: M ratio of NBL

Ycar kquity Multiplier Ratio

2001 30.99 times
2002 | 28.07 limes

2003 ’ 28.18 limes |

2004 | 25.79 limes

2005 | 20.13 times

Source: Annual Report of NBL (2001-2005)
Fauity Multiphier rauo of NBL for 2001-2005 1s shown in the following graph chart:

IEM ratio
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Figure 5.4: IXM ratio of NBL

Frome the table we can see that i the year 2001 the EM ratio was 30.99. Then it has
been decreased 1o and m 2003 10 has been agamn mcereased. But in 2004 and 2005 the
I M ratio has been again decreased 1o 2579 and 20,13 times respectively. The highest

PN vatio 3099 mthe vear 2001 and the Towest was 20,13 in the year 2005,
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5.1.5 Fixed assets turn over ratio:

Fixed assets turn over ratio indicates how elfectively and efticiently the organization s
using s fixed assets Lo generate revenue. [t gives the idea aboul ol sales

comparatively with its tixed assets.

Fived assets turnover ratio can be calculated by the following formula:
Iixed assets turn over = Total sales / Total fixed assets
[he result of fixed assets turn over ratio (2001-2005) ot NBL is shown in the tollowing

table:

Table 5.5: Fixed asset turnover ratio of NBL,

Year Fixed asset turnover ratio
2001 .54 times
2002 1.96 times |
2003 2.04 times 1
| 2004 2.19 times
| 2005 | 161 times

Source: Annl Report of NBL (2001-2003)

Fixed assets turnover ratio of NBL 2001-2005 is shown in the following praph chart:
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Figure 5.5: Fixed asset turnover ratio of NBL
Fhe Nived asset turnover ratio of NBL was increasing consistently from the year 2001 10
20040 But in the year 2005 it has decreased. The highest was 2.19 times in the yewr
2004 The lowest was 1.54 times in the year 2001.

3.1.6 Total Assets Turnover Ratio:

Lol assels turnover ratio represents the ability of the management team ol any it 1o

cimploy assets etfectively to generate revenue.

Fhe tormula ot calealating the Total assets turnover is given i the below:

Fotal Assels Turnover - Operating Revenue / Total Assets.

Lhe Totl assets tarmover ratio (2001-2005) of NBI. 1s shown i the following table:
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Table 5.6: Total asset turnover ratio of NBL

Year | Total asset turnover ratio
i 2001 7 | ©0.025 times
2002 | 0.037 times
‘ 2003 0.038 tmes
g C2004 | 0041 tumes
| 2005 T 0.042 times W

Source: Annual Report of NBL (2001-2005)
Fotal assets turnover ratio o NBL 2001-2005 1s shown i the [ollowing graph chart:
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Figure 5.6: 'Total asset turnover ratio of NBL

From the wble we can see that the total assets turnover ratto was increasing consistently
Lrom Hie vear 20010 o 2005, The highestwas i the year 2005 and the Towest was in the

Vel TO0

~
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4.7 Price arning Ratio:

tiee carning ratio usually estimates that the mvestor will ivest how much moncy for
caning one unit of money. It is a relation between the market price ol the common
stock and the carning per share. So, the [irm with more prices earning ratio is likely to
(e investor. because it provide the investor more profit. Price earning ratio also gives

e rdea that the firmy s faster growing-low risk taker or slower growing-high risk taker.

Urice carning ratio can be calculate by the following formula:

Urice Larning Ratto = Markel price per share ol common stock / Earnings per share.

Price carning rato (2002-2005) of NBIL 1s shown n the following table:

Table 5.7: Price earning ratio of NBL

Year Price eur_ni-n-g ratio
| 2002 - 7.04
| 2003 1L )
2004 1 17.32
2005 17.02 |

Source: Anmual Report of NBL (2001-2003)

Price carning ratio was mereasing from the year 2002 (o 2004 as we can see [ronn the
Libdes But m the vear 2005 price earnmg ratio was decreased by shorter percentage. The

Drehestratio was 17.32% mthe vear 2004 The lowest was 7.04% in the year 2002

Price carning ratio ol Southeast bank for 2001-2005 is shown in the lollowing eraph

chart

8+
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Figure 5.7: Price earning ratio of NBL
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CHAPTER 6
Problems of Credit Activities and Foreign Exchange Activities of NBL
6.1 Problems relating to Credit Activities
Problems relating to credit activities of NBI. are the followings:
Product Diversity:
Product diversity is less in NBL. The loan products are less than other banks. I'hese

products are car loan, home loan, marriage loan etc. Now these loan products are not

avartable m NBLL This 1s one kind of problem.
Interest Rate:

Interest rates on dilferent loan items are not that competitive. To attract the customiers

mierest rate should be competitive than other top level banks.

6.2 Problems Relating to Foreign Exchange Activities

Lhe problems relating to loreign exchange activities can be divided into three parts:

1. Problems relating to export

8]

Problems relating to import

]

Problems relating to loreign remiltance

l. Problems relating to export:
Lhere are some problems relating to the export, these are the followings:
Sometintes the exporters do not provide [ull documents with Lxport Forny (1 XP

Iorm).
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Fxporters need to provide 2 picces ol Commercial Invoices and 3 pieces ol
Short Shipment Certificates (it needed). But sometimes they do not provide
these. So this is a problem (or the bank.
In some Bill of Lading, the shipment date is not accurately provided by the
shipping authority. So, it needs enough time to find out the accurate shipment
Jdate by the bank.
[xporters sometimes do not provide the EXP documents in right tinie. So. the
bank faces problem to get the exporters” full documents within specilied tme.
Some exporters have a good relation with the bank. The bank tries to maintain
the relationships with them. But sometimes bank need to provide them ureent
money without full documents (o maintain the relationships.
Sonietimes customs authority takes time to provide the documents. 3ut the bank
needs (o provide the Triplicate FEXP form to the Bangladesh Bank within the
spectlied lime.

'he maim problem for NBL is the bank doesn’t have Online Banking System.
2. Problems relating to import:

Iic problems relating to imporl are given below:

Importers sometimes don’t provide full documents with the Import Forme So it
is JiTicult tor the bank o collect the (ull documents from the mmporters in the
right time.

NSonmetimes customs authority takes enough time for the import process. Lo get
the Tull documents from the customs authority importers need enough time. So
the bank faces problems because the bank needs (o provide the import report o
the Bangladesh Bank.

Bangladesh  Bank  provides all the commercial  banks  Foreign Currency
Iransaction Soltware (Schedule Software) which is not updated. So this is a

problem.
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Without Ontine Banking Systenm it is dillicult for the party to contract with the

bank regularly.
3. Problems relating to foreign remittance:

= Party declaration 1s a very big problem for the bank incase of foreign remitlance.
Because the bank need o provide the report to Bangladesh bank within the first
five days mn a month. But the customers do not contact within the spectlied time.

—» Parly ftaces enough problems because NBL has no Online Banking Svstem
tacility. It 1s very diflicult for them to come to the bank regularly.
The bank also faces problem because of not having Online Banking Systen

== Government charges 2.5% Advance Income Tax (AIT) on per bill and NI3IL
charges 2% trom the party. So 4.5% customers need to sacrifice for the Credit
Card. That's why people are not nterested lor Credit Card.

~» Manual system is a very big problem for NBL.
6.3 General Problems
| he general problems of NBL are piven below:

There 1s no Online Banking System Factlity in NBL. Now-a-days this is the
major problem.

Fhe numbers of branches are not increasing gradually. So the growth percentage
ol the number of branches 1s very poor,

AN s the mostwidely used inother banks i our country. But the numbers off
AN booth are very much himited.

NBIL. has not enough pt.‘oducls comparing to other banks ol our country. 1t 1s also

avery glg problem
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CHAPTIIR- 7

suggestions for the Development of Credit & Foreign
Exchange Activities of NBL

7.1 Suggestions for improving the Credit Activities of NBL

e entire success or lailure ol a bank is dependent upon the success or laihure ol it
credit division. 1 is essential to emphasize the evaluation of a sound and well integrated
credit management system from the point ol view both resources mobilization and

clhictent allocation ol available funds. The followings are the suggestions lor the

improvement ol credit activities ot N1

L.oan should not be given without proper securities.

Overdralt facilities sheuld not be given to the unsound borrowers.

[ oans should be given with considering the financial soundness and credit
worthiness of the borrowers,

In NBL. products are less than other banks ol Bangladesh. So the products
should increase 1o attract the customers.

For giving loan to someone relevant, proper, adequate and reliable information
should be collected regarding the borrower.

Interest rates on different loan items should be competitive.

7.2 Suggestions for improving the Foreign Exchange Activities of NBL.
Fhe sugpestions tor improving the foreign exchange activities are given bhelow:

Fhe mam suggestion Tor iaproving the foreign exchange activity of NBI 1s o
remove the manual system and convert the system into Online Banking Sy sten,

Forcien Currency Transaction Soltware (Schedule Software) should be updated.
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Uor recelving the IXP form there should be an individual who can check
wlhiether the exporter provides full documents or not.
For receiving umport documients there should be an individual who can check

whether the importers provide full documents or not.

7.3 General Suggestion.

J e general suggestions tor the improvement of NBIL, are the followings:

Now-a-days online system is very much popular in everywhere. In a bank online
systent is also very popular. But till now National Bank Ltd. did not set up
online banking system. So, online banking system should be immediately sct up.
Growth percentage ol the bank was not also very high. So, the number ol
branches should be increased.

Services should be targeted towards small accountholders too.

ATM card 15 very much popular to the customers. NBI, has the A TN card
lactlities. But the number of A'TM booth i1s very much limited. So. number of
A TN booth should be ncreased.

I'he branches ol NBL localized in few metropolitan and urban citics neglecting
the vast and potential rural arcas. The rural people are almost outside the credi
network o NBL. For economic developiment of our country NBIL, should expand

widelv its actvities o raral area.
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7.4 Conclusion

Bankig is not only a profit-oriented conunercial institution but it has « public base and
social commitment. Admitting this truth NBL 1s going on with its diversihed banking
activities. NBL introduced Monthly Savings Scheme, Special Deposit Scheme.
Consumer's Credit Scheme and Savings Insurance Scheme ete. to combine the people of

fower and middle-income group.

[he emergence of National Bank 1.td. in the private sector is an important event in the
Banking arena ol Bangladesh. When the nation was in the grip ol severe recession.
Giove ook the farsighted decision to allow in the private sector 1o revive the ccononn
ol the country. Several dynamic entrepreneurs came forward for establishing a banlk

with a motto Lo revitalize the economy of the country.

National Bank Limited was born as the First hundred percent Bangladeshi owned Bank
m the private sector, From the very inception it is the firm determination ol National
Bank Limited to play a vital role in the national economy. They are deternined to

brine back the long lorgotien taste ol banking services and [lavors,

91



L B J
Natonal Bank Lid

Bibliography

Annual Report of National Bank Limited 2001

Annual Report of National Bank Limited 2003

Annual Report of National Bank Limited 2004

Annual Report of National Bank Limited 2005

Credit Policy and Control Guidelines of National Bank Limited

National Bank Ltd. Circular Letter No. 2406

National Bank Ltd. Circular Letter No. 2293

National Bank Ltd. [D Circular Letter No. 332

www.nblbd.com

Besley Scott, Fugene I, Brigham. Ussential ol Managertal 'inance.
twelfth edition. Chapter-3, Ratio Analysis, pg 93-108

Rose Peter S. Commercial Bank Munégemenl, fifth edition

Madura Jell, International Financial management, eight edition,

chapter-19, letler ol credit.

92



