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This report is prepared by collecting various data & information. From primary & secondary  sources. During one month I have prepared this report. For preparing this report, I took help from the annual report -2010 of IBBL and www.islamibankbd.com. I also made a questionnaire for collecting information on investment system of IBBL.I also visited at Zinzira brance of IBBL.

In this particular report, the author is the intern of the previously mentioned program and the concerned organization is Islamic Bank Bangladesh Limited (IBBL), which is a prominent private and the first Bank of Bangladesh that based on Islamic Shariah.

.

In way of delegation, responsibility of carrying out the study has conferred upon the concerned intern.

1.2 Background of the Report:
Practical orientation in different organizations is the final term requirement of BBA program. I selected for the Islamic Bank Bangladesh Limited (IBBL). As prepared my master paper on General Banking, Investment & Foreign Exchange department. But specially I emphasized on investment.

1.3 Objective of the Report:
The first objective of writing the report is fulfilling the partial requirements of the BBA program. In this report, we have attempted to give on overview of Islami Bank Bangladesh Limited in general. Especially I have emphasis on the different modes of investment of IBBL.

1.4 Scope of Study:
The scope of the organizational part covers the organizational structure, background, and objectives, functional, departmentation and Business performance of IBBL as a whole and the part covers operational scenario of IBBL.

1.5 Methodology: 
The study is performed based on the information extracted from different sources collected by using a specific methodology. This report is analytical in nature. The methodology is mentioned bellow:

Population:  All the Branches of IBBL located in everywhere in Bangladesh has been taken into consideration as population.

Sample: Islami Bank Bangladesh Ltd. Zinzira Bazar Branch, Local Office is the vital sample.

Data collection: Sources of data of this report can be divided into two categories.

 Primary Sources: 

· Face to face conversation with the respective officers and staffs.

· Interviewing officers and staffs.

· Relevant file study on provided by the officers concerned.

· In depth study of selected cases.

Secondary Sources:

· Annual Report of Bangladesh Bank.

· Audit Reports.

· Relevant books, Newspapers and Journals.

· Internet and various study report.

1.6 Limitations: 

From the beginning to end, the study has been conducted with the intention of making it’s a complete and truthful one. However, many problems appeared in the way of conducting the study. During the study it is not possible to visit the whole area covered by the banks although the financial statements and other information regarding the study have been considered. The study considers the following consideration:

· Lack of experience.

· All the concerned personnel of individual bank have not been interviewed.

· Lack of in-depth knowledge and analytical ability for writing such report.

Chapter Two

Concept, History &Growth of Islamic Banking Around The World
2.1 CONCEPT OF ISLAMIC BANKING:
The concept of Islamic Banking represents a radical departure from traditional banking. Islamic banking has to derive its inspiration from the religious edicts of Islam and has to mould its operations within the framework of the teachings of Islam. The most distinctive feature of Islamic Banking is its total abstinence from interest is observance of Islamic Banking and prohibition of all interest based transactions. The Islamic Banks organize their operations on the basis of profit/loss sharing and other modes which are permitted in Islam.

The General Secretariat of Organization of the Islamic Conference defines an Islamic Bank as "Islamic Bank is a financial institution whose statutes, rules and procedures expressly state its commitment to the principles of Islamic Shariah and to the banning of the receipt and payment of interest on any of its operations."

All OIC countries including Bangladesh have approved the above definition of Islamic Bank. The Islamic Development Bank and other national and multinational Islamic Banks have also adopted the above definition as their operating guide.

Islamic Banking Act 1983 of Malaysia (Act No 4.276) has given the following definitions:

"Islamic Banking" means any company which carries on Islamic Banking business and holds a valid license, and all the offices and branches in Malaysia of such a bank shall be deemed to be one bank.

The Islamic Republic of Iran has promulgated "The law for usury-free banking" on August 30, 1983 incorporating the detail objectives and duties of the Banking System in Iran.

"Islamic Banking business" means banking business whose aims and operations do not involve any element, which is not approved by the Religion of Islam.

2.2 HISTORY & GROWTH OF ISLAMIC BANKING:
The Islamic Banking movement as we know it today is recent phenomenon. The history of modern Islamic Banking dates back the 1950's when a small private Islamic Bank appeared in Pakistan but subsequently wound up. In the decade of 1950's the concept of Islamic Banking was a matter of thanking & research and the result was preserved in the papers of different scholars of the Muslim World. The 1960 was the decade for practical experiment and 1970's 1980's and 1990's were the decade for establishment. The current millennium is expected to be the decade of success and expansion at a faster rate.

During 1960's it was observed that the Muslims of Malaysia used to save primarily for performing Hajj and such savings were mostly kept idle in pillows, under mattresses and floors for avoiding interest which was unproductive & damaging for the growth &development free financial institution known as "pilgrims savings corporation". Though it was not a full fledged bank, even we can say that it was the beginning of an institution free of interest which is unconditionally prohibited in Islam. 

"Mitghamr Bank" is the pioneer of modern Islamic Banking, which was established by Dr. Ahmed-El-Naggar in 1963 by his Personal endeavor at Mitghamr in Egypt with a view to bringing operation successfully in the light of Islamic Shariah for about five years. Now the Islamic Bankers of the world have treated the short life of Mitghamr Bank as the first model of Islamic Banking A survey report by the National Institute for Management Development, Cairo, Egypt, shows that the Mitghamr Bank was tremendously successful in achieving its objectives and the tremendous success of the Bank was the cause of its closure by the vested interest in 1967.

Islamic Development Bank was established in 1975 and during the following three years 7(Seven) Islami Banks & financial institutions namely

i) 
Dubai Islami Bank

ii) 
Kuwait Finance House 

iii) 
Faisal Islami Bank, Sudan 

iv) 
Jordan Islami Bank for Finance and Investment

v) 
Islamic Bank System International Holding S.A. Luxembourg

vi) 
Faisal Islami Bank of Egypt

vii) 
Islamic Investment Co. Ltd. was established.

In 1978 Islamic Foreign Ministers Conference in their Dakar (Senegal) meet recommended to the members of OIC to make systematic efforts to establish Islamic Banks gradually and during the next three years of their recommendation 20 Islamic Bank and financial institution came into existence.

The statistical information in a consolidated form about the share capital and growth in the deposits & investment of some of the major Islamic Banks are stated below.

Islamic Development Bank:

The Islamic Development Bank is an international financial institution, which was set up in Jeddah October, 1975 (1396H) by the member states of the Organization of Islamic Conference. Its purpose is to foster economic development and social progress of member countries and Muslim communities throughout the world. It started with 22 member countries but over the years its membership has gone up to 43 countries. The authorized capital of the Bank is 2000 million Islamic Dinars (equivalent to 2 billion Special Drawing Rights of the International Monetary fund). The subscribed capital stands now at 1822.67 million Islamic Dinars.

The bank has assisted in the establishment and growth of Islamic Bank in a number of member countries. It has set up a Research and training Institute to conduct and promote research and impart training in the field of Islamic economics, banking and finance.

The IDB introduced and Investment Deposit Scheme towards the end of 1400H to accept deposits from Islamic banks in order to absorb their surplus liquidity. These deposits were utilized in the foreign trade financing operations by IDB. However, IDB has found it difficult to deploy all these funds and has there for, recently been refusing large deposits from the Islamic Banks.

Dar-al-maal al-Islami 

Dar-al-Maal al-Islami (DMI) has played a vital role in the growth and development of the Islamic finance movement.

It is designed as a holding company and established as a legal entity in the form of a authorized capital of $ 1 billion.

The DMI has absorbed in itself the Islamic Investment company and its two affiliates viz, the Shariah Investment Services, Geneva and the Islamic Investment Company, Sharjah, which had already been operating for a number of years.

DMI, which started operations in January, 1982 with a paid up capital of $ 310 million has given utmost attention to setting up of a nit work of Islamic financial institutions which include Islamic Banks, investment companies and Takaful (Islamic insurance).

The Dubai Islamic Bank:

The Dubai Islamic Bank, established in 1975, is one of the pioneers in pioneers in Islamic Banking. The ranges of its investment avenues includes housing, industrial projects and commercial activities. The bank has shown good profit in most of the years and in certain years the retune given to depositors has been we above that given by the conventional banks. Dubai Islamic Bank has invested substantial amounts in Kuwait Finance House, the Bahrain Islamic Bank and the Faisal Islamic Bank of Egypt and Sudan. 

The Kuwait Finance House

The Kuwait Finance House was established in 1977 to conduct banking business in accordance with the principles of Shariah "without practicing usury in the form whatsoever". It has 49 percent participation in its share capital by Government and private individuals have subscribed the rest of the capital. The bank has eight branches in Kuwait and transacts all kinds of banking business within the framework of Islamic Shariah.

Faisal Islamic Bank Sudan

The Faisal Islamic Bank of Sudan was established in 1978. It has succeeded in rapidly expanding its operations.

Faisal Islamic Bank of Egypt

Faisal Islamic Bank of Egypt is the foremost interest-free banking of the country. It started its operations in January, 1978. It has an impressive record of performance.

The Bank Islam Malaysia 

The Bank Islam Malaysia, which was established in July 1983, is the second Islamic Bank in South East Asia. Thirty percent of its equity has been taken up by the Federal Government, which has assured strong support to the Bank. Established with a paid up capital of 100 million Ringgit (43 million dollar) the bank is third largest in Malaysia. The bank at present has only one office in the capital of the country but it has an ambitious program of opening branches in all the constituent states.

Islami Bank Bangladesh Limited

Islami Bank Bangladesh Limited was incorporated on 13-03-1983 and received its Banking license on 28-03-1983. The authorized capital of the Bank is Tk. 100.00 crores and paid up capital is Tk. 64.00 crores.

Inspired by the success of Islami Bank Bangladesh Limited 5 other Islamic Banks namely, Al-Baraka Bank, Social Investment Bank, Al-Arafa Islami Bank, Shajalal Bank and Shamil Bank of Bharain have been established in Bangladesh. Prime Bank and Dhaka Bank have established Islamic Branches.

Chapter Three

Objectives of Islamic Economics and Banking
3.1 The Objectives of Shariah

The very objective of the Shariah is to promote the welfare of the people which lies in safeguarding their faith, life, their intellect, their posterity, their wealth. Whatever ensures the safeguarding of these five severs public interest and is desirable. (Al-Ghazali)

The basis of the Shariah is wisdom and welfare of the people in this world and the here after. This welfare lies in complete justice, mercy, well being and wisdom. Anything that depart from justice to oppression, form mercy to harshness, form welfare to misery and form wisdom to folly, has nothing to do with Shariah (Ibn Al-Qayyim)

3.2 Definition of Economics:

 Prof. L. Robbins- "Economics is a science which studies human behavior as a relationship between ends scarce means which have alternative uses."

3.3 Definition of Islamic Economics:

1. Islamic Economics is that branch of knowledge which helps realize human well being through an allocation and distribution of scarce resource that is in conformity with Islamic teachings without unduly curbing individual freedom or creating continued macro-economic and ecological imbalances (Omar Chapra)

2. Islamic Economics aims at the study of human falah achieved by organizing the resources of the earth on the basis of co-operation and participants (Muhammad Akram Khan)

3. Islamic Economic is the Muslin thinker's response to the economic challenges of their times. In this endeavor they are aided by the Quran and the Sunnah as well as by reason and experience (M. Negatullah Siddiq)

4. Islamic Economic is the science of how man uses resources and means of production to study his worldly needs according to a predetermined code given by Allah (SWT) in order to achieve the greatest equity (Princes Muhammad Al-Faisal Saud)

5. Islamic Economics is a social science which studies the economic problem of the people imbued with the values of Islam. It is a composite social science which studies the problem of production, distribution and consumption through integrative system of exchange and transfer overtime and their and moral consequences in the light of Islamic rationalism. It assumes the presence of Islamic man (M. A. Mannan).

3.4 Objectives of Islamic Economics:

1. 
To establish justice in the Economy (5:58)(16:90), Nahal, Nisa.

· Surely Allah enjoins justice and the doing good(to others) (16:90 Al- Nahal)

· Whenever you judge between people, you judge with justice 5:58 (Al-Nisa)

2. 
To protect the interest of the deprived and the oppressed.(28:5)(Kisas)

- And we desired to bestow a favor upon those who were deemed weak in the land, and to make them the leaders, and to make them the Heirs 28:5 (Al-Qasas)

3. 
To establish good practices and institutions in the economy and to eliminate bad practice and bad institutions from Economy (22:41)

- [Well aware of] those who, if we firmly establish them in the band (on earyh) will keep up prayer (remain constant prayer) and give in charity and enjoin good and forbid bad 22:41 (Al-Hajj).

4. 
To make life easy and bearable (7:157)

5. 
To ensure full utilization of resources.

6. 
Proper of distribution of wealth and resources.

7. 
Maximum production of useful production.

8. 
Bring stability in the value of money and exchange rates 

9. 
Ensure economic efficiency and accelerated rate of growth 

10. 
Ensure broad based economic well-being, balanced monetary expansion and full employment.

3.5 Principles of Islamic Economics Systems:

1) 
Sole purpose is to obey and please Allah.

2) 
The wealth and asset in all their forms given under trust by Allah.

3) 
Moral values and guiding factors for al Economic activities.

4) 
Maximum equitable utilization of human and material resources given by Allah.

5) 
Human dignity and respect of Labor.

6) 
Maximum freedom for economic activity within a just framework.

7) 
Equitable distribution of wealth and income and disciplined private ownership.

8) 
Simplicity economy and austerity in expenditure 

9) 
Adal and Ihsan (Justice and Kindness)

10) 
Strict prohibition of Riba, Interest and Usury in all forms.

Chapter Four

Islamic Bank Bangladesh Ltd.

4.1 Introduction:

Bangladesh is one of the largest Muslim countries in the world. The people of this country are deeply committed to Islamic way of life as enshrined in the holy Quran and the Sunnah. Naturally, it remains a deep cru in their hearts to fashion and design their economic lives in accordance with the precepts of Islam. The establishment of Islami Bank Bangladesh Limited on March 13, 1983, is the true reflection of this inner urge of its people, which started functioning with erect from March 30, 1983. This bank is the first of its kind in South-East Asia. It is committed to conduct all banking and investment activities on the basis of interest fee profit-loss sharing system. In doing so, it has unveiled a new horizon and ushered in a new silver lining of hope towards materializing a long cherished dream of the people of Bangladesh for doing their banking transactions in line with what is prescribed by Islam. With the active co-operation and participation of Islamic Development Bank (IDB) and some other Islamic banks, financial institutions, government bodies and eminent personalities of the Middle East and the gulf countries, Islami Bank Bangladesh Limited has by now earned the unique position of a leading private commercial bank in Bangladesh.

Banking plays an important role in the economy of any country. In Bangladesh Muslim constituted more than 80% of its population. These people possess strong faith on Allah and they want to lead their lives as per the constructions given in the holy Quran and the way shown by the prophet Hazrat Muhammad (Sm). But no Islamic banking system was developed here up to 1983. The Traditional banking is fully based on interest or "Riba". But interest is absolutely prohibited by Islam. As a result the people of Bangladesh have been experiencing such a non-Islamic prohibited banking system against their normal values and faith.

The present world especially the third world is affected by unemployment socio economic injustice inflation, inequitable distribution of income and wealth etc. The main aim of traditional banking is to earn profit by borrowing and lending money in exchange of interest. As a result there is an unfair competition among the bankers and among the customers.

Under conventional framework a bank borrows to lend and it mobilizes savings/deposits by borrowing from savers and loans those deposits to productive interest on deposits and advances respectively. The banks generally maintain a difference is known as interest spread, which is the main income of an interest-based bank. There is no interest received by the Islami Bank. In this case IB receives its entire deposits from the investment of the clients on the basis of profit- sharing place it to the actual entrepreneurs on the basis of the profit sharing. So, it is clear that in case of the traditional banking systems, a fixed percentage of interest, irrespective of income earned is paid to the depositors. The depositors of IB are never deprived of excess income, which the bank may make at the end of year, Not only this traditional bank give fixed interest rate even when they incur operational loss. The critics of Islamic banking system are of the opinion that both are found same in terms of deposits mobilization and advances investment.

Banking functions of IBBL is an important aspect in our economy as it has broken the line of interest based traditional banking system through the introduction Islamic Shariah based banking. Since its commencement in 1983, it has already gained a good reputation in customers as well as the masses of people of Bangladesh. Islamic Banking is especially important in the world countries, which are characterize by unemployment, inequitable distribution of income and wealth, etc. But there are so many constraints in our country in functioning the Islamic Bank Bangladesh Ltd. (IBBL). The paper is an attempted to evaluate the modes of IBBL in terms of productivity and effectiveness. Since it is difficult to measure the productivity of a bank, especially the interest-free IBBL, as it does not any visible product. Some specific indicators have been selected for the purpose of measurement of productivity.

4.2 Historical Background of IBBL:

In August 1974, Bangladesh signed the Charter of Islamic Development Bank and committed itself to reorganize its economic and financial system as per Islamic Shariah. In January 1981, Late President Ziaur Rahman while addressing the 3rd Islamic Summit Conference held at Macca and Taif suggested. "The Islamic countries should develop a separate banking system of their own in order to facilitate their trade and commerce".

This statement of Late President Ziaur Rahman indicated favorable attitude of the Government of the People's Republic of Bangladesh towards establishing Islamic banks and financial institutions in the country. Earlier in November 1982, Bangladesh Bank, the country's Central Bank, sent a representative to study the working of several Islamic Banks abroad.

In November 1982, a delegation of IDB visited Bangladesh and showed keen interest to participate in establishing a joint venture Islamic Bank in the private sector. They found a lot of work had already been done and Islamic banking was in a ready form for immediate introduction. Two professional bodies Islamic Economics Research Bureau (IERB) and Bangladesh Islamic Banker's Association (BIBA) mode significant contributions towards introduction of Islamic Bank in the country.

They came forward to provide training on Islami Banking to top bankers and economists to fill up the vacuum of leadership for the future Islamic banks in Bangladesh. They also help seminars, symposia and workshops on Islamic economics and banking throughout the country to mobilize public opinion in favor of Islamic banking.

Their professional activities were reinforced by a number of Muslim entrepreneurs working under the aegis to the then Muslim Businessmen society (now reorganized as industrialist & Businessmen Association). The body concentrated mainly in mobilizing equity capital for the emerging Islamic Bank.

At last, the long drawn struggle to establish an Islamic bank in Bangladesh becomes a reality. Islamic Bank Bangladesh Limited was established in March 1983. In which 19 Bangladeshi nationals, 4 Bangladeshi institutions, and 11 banks, financial institutions and government bodies of the Middle East and Europe Including IDB and two eminent personalities of the kingdom of Saudi Arabia Joined hands to make the dream a reality.

4.3 Business Philosophy of IBBL:

The philosophy of IBBL is to the principles of Islamic Shariah. The organization of Islamic conference (OIC) defines an Islamic Bank as "a financial institution whose status, rules and procedures expressly state its commitment to the principles of Islamic Shariah and to the banking of the receipt and payment of interest on any of its operations. The sponsor, perception is that IBBL should be quite different from other privately owned and managed commercial bank operating in Bangladesh, IBBL to grow as a leader in the industry rather than a follower. The leadership will be in the area of service, constant effort being made to add new dimensions so that clients can get "Additional" in the matter of services commensurate with the needs and requirement of the country growing society and developing economy.

4.4 Mission and objective:

( 
To conduct interest free banking. 

(
To establish participatory banking instead of banking on debtor creditor relationship. 

( 
To invest through different modes permitted under Islamic Shariah.

(
To accept deposits on profit-loss sharing basis.

( 
To establish a welfare-oriented banking system.

( 
To extend co-operation to the poor, the helpless and the low-income group  for economic uplift.

( 
To pay a vital role in human development and employment generation.

( 
To contribute towards balanced growth and development of the country through investment operations particularly in the less developed area.

( 
To contribute in achieving the ultimate goal of Islamic economic system.

Objectives of Islami Bank

It is a golden desire of every Muslim that his social and political lives should be in accordance with the divine guides prescribed in the holy Quran and the Sunnah. In the same tune of aspiration as above, he desires to follow a unified life in financial and business life. So, the objectives of the Islamic Banking may be derived from the broader objectives of the Islamic economy. Two quotations may help us understand our objectives. 

Ibn al- Qayyim says. The basis of the Shariah is the wisdom and welfare of the people in this world as well as the hereafter. This welfare lies in complete justice, mercy, well-being and wisdom. Anything that departs from justice to oppression, from mercy to harshness, from welfare to misery and from wisdom to folly, has nothing to do with the Shariah Al-Ghazali says, "The very objective of the shariah is to promote the welfare of the people which lies in safeguarding their faith, their life, their intellect, their posterity and their property. Whatever ensures the safeguard of these five serves public interest and is desirable." 

However M. Umer Chapra, in his book "Towards a just Monetary System discussed some of the most fundamental characteristics of Islamic money and banking system. Those are as follows:

1. Broad-based economic well-being with full employment and optimum rate for economic ground;

2. Socio-economic justice and equitable distribution of income and wealth;

3. Stability in the value of money to enable the medium of exchange to be a reliable unit of account, a just standard of deferred payments, and a stable store or value.

4. Mobilization and investment of savings for economic development in an equitable manner such that a just return is ensured to all parties concerned, and

5. Effective rendering of all services normally expected from the banking system.

Islamic economy including Islamic banking is now entering a new phase, which calls fore more integrative as well as a more critical approach to meet the present day complex financial needs. Now, the economists are faced with the challenging task of reviewing the whole situation emerging at least in three areas.

Firstly, to bring together the works done by different economists into a comprehensive view of the monetary system of Islam in its fullness, as against concentrating on specific, sometimes even disjointed, elements of money and banking.

Secondly, to review critically the different models of Islamic banking presented over the years in the context of the practice of Islamic banking with a view to refining the theory as well as improving the practice.

Thirdly, it is essential to put the whole theory and practice of Islamic banking in the perspective of an Islamic economy and the Islamic moral and social order. Any element of the Islamic system, however important, cannot produce the desired results, if it is allowed to operate in isolation. It must lead to other complementary changes to complete the process.

4.5 Role of contribution of IBBL to Bangladesh Economy:

Islami Bank Bangladesh Limited has many success stories of achievements.

It has 263 brances across the country.By providing Banking services among clients.                            

 These are summarized below:

· IBBL is the pioneer institution of Islamic Banking in Bangladesh. 

· The success of IBBL has imbibed other sponsors at home and abroad to establish Islamic Banking in Bangladesh. Four national, one international Islamic Banks have since been established in the country. A private sector traditional bank has also established two full-fledged Islamic Banking branches. Several other existing and proposed traditional banks have also expressed their intention to introduce Islamic Banking. 

· IBBL has successfully mobilized deposits from a section of people who hither-to-before did not make any deposit with interest based banks. 

· The Islamic Banking products which are offered by IBBL through its 118 branches located at important centers all over the country and spontaneous acceptance of those products by the people proves the superiority of Islamic by the people proves the superiority of Islamic banking. 

· IBBL’s market share of deposit investment and ancillary business is steadily increasing 

· IBBL, through still a tiny bank, handless more than 10% of country’s export and import trade. 

· Among the contemporary commercial Banks IBBL’s position is first in respect of mobilization of deposit, deployment of found and earning profit. 

· Investment in industrial sector occupies nearly 33% of IBBL’s investment portfolio. This is a unique example of industrial finance by a commercial Bank. 

· More than 1.15,000 workers are employed in the industrial projects financed by IBBL. IBBL has thus made significant contribution to solving unemployment problem of the country. 

· Dhaka-the capital of Bangladesh being a Mega city has acute transport problem. IBBL has joined hands with an enterprising group to introduce afleet of Premium Bus service, which has attracted the attention of all section of the people and mitigated transportation problem of the city to some extent. 

· IBBL invested tk.263225million in 2010

Depositors and entrepreneurs under their fold and coverage. These depositors and entrepreneurs so long avoided interest-based banking on grounds of religious injunctions.

The gradual and successful globalization of Islamic banking coupled with growing awareness of the people about its financial and social benefits makes it clear that the next century is going to be the century of Islamic banking.

Special features of the IBBL:

Islami Bank Bangladesh Limited (IBBL) was incorporated on13.03.1983 as a public company with limited liability under the companies act, 1913. The bank started functioning with effect from 30.03.1983 as the first Shariah based interest-free bank in South-East Asia.

The bank is committed to run all its activities as per Islamic Shariah. IBBL through its steady progress and continuous success has, by now, earned the reputation of being one of the leading private sector banks of the country. The distinguishing features of IBBL are as under:

( 
All it's activities are conducted on interest-free system according to Islamic Shariah.

( 
Investment is made through different modes permitted under Islamic Shariah.

( 
Investment income of the bank is shared with the Mudaraba depositors according to a ratio to ensure a reasonably fair rate of return on their deposits.

( 
Its aims are to introduce a welfare-oriented banking system and also to establish equity and justice in the field of all economic activities.

( 
It extends Socio-economic and financial services to the poor, helpless and low-income group of the people for their economic upliftment particularly in the rural areas.

( 
It plays a vital role in human resource development and employment generation particularly for the unemployed youths.

( 
Its aim is to achieve balance growth & equitable development of the country through diversified investment operations particularly in the priority sectors and in the less developed areas.

Chapter Five

Different Investment Modes of IBBL
5.1 Investment:

The special feature of the investment policy of the Bank is to invest on the basis of profit-loss sharing system in accordance with the tenets and principles of Islamic Shariah. Earning of profit is not the only motive and objective of the Bank’s investment policy rather emphasis is given in attaining social good and in creating employment opportunities.

Pursuant to the Investment policy adopted by the Bank a 7-year perspective Investment plan has been drawn up and put into implementation. The plan aims at diversification of the investment port-folio by size sector geographical area, economic purpose and securities to bring in phases all sectors of the economy and all types of economic groups of the society within the fold of Bank’s investment operations.

Accordingly the plan envisages composition of the investment port-folio with 2.50% for agriculture and rural investment, 18% for industrial term investment, 13%for industrial working capital, 10% for housing and real estate, 4% for transport and communication, 0.50% for electricity, gas water and sanitation services, 2% for storage, 43% for import, export and local trade and trade related activities, 1% for poultry and dairy, 2% for Rural Development Scheme, 2.50% for other special Schemes, 0.50% for micro-industry and 1.00% for other productive purposes by the end of the plan period i.e. the year 2002.

5.2 Growth of Investment 

The investment of the Bank demonstrated steady growth over the years. The total investment of the Bank stood at Taka 187437.32 million in 2008. It was Taka 214615.8 million in 2009. Total investment stood at Taka 263225.1 million as on 30.06.2010. By December 31, 2010 number of investment clients stood at 1,39,738.

Table: Growth of Investment

	Year
	Investment( million)

	2004
	35,539.35

	2005
	67,095.31

	2006
	100,455.74

	2007
	120,584.68

	2008
	187,437.32

	2009
	214615.8

	2010
	263225.1
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Objectives and principles

The objectives and principles of investment operations of the Bank are:

( 
To invest fund strictly in accordance with the principles of Islamic Shariah. 

( 
To diversify its investment portfolio by size of investment, by sectors (Public & Private), by economic purpose, by securities and by geographical area including industrial, commercial & agricultural.

( 
To ensure mutual benefit both for the Bank and the investment client by professional appraisal of investment proposals, judicious sanction of investment, close and constant supervision and monitoring there of

( 
To make investment keeping the socio economic requirement of the country in view.

(  
To increase the number of potential investors by making participatory and productive investment.

(  
To finance various development schemes for poverty alleviation, income and employment generation with a view to accelerate sustainable socio-economic growth and upliftment of the society.

(  
To invest in the form of goods and commodities rather than give out cash money to the investment clients.

(  
To encourage social upliftment enterprises.

(  
To shun even highly profitable investment in fields for bidden under Islamic Shariah and are harmful for the society.

(  
The bank extends investments under the principles of Bai-Murabaha, Bai-Muazzal, Hire Purchase under Shirkatul Melk and Musharaka. The Bank is making sincere efforts to go for investment under Mudaraba principle in near future. 

5.2 Investment policy & Strategy:

Investment Policy :

· Strict observance of Islamic Shariah principles.

· Investment to national priority sectors. 

· Diversified investment portfolio : Diversification by Size, Sector, Geographical Area, Economic Purpose, Securities and Mode of Investments. 

· Preference to short-term investments. 

· Preference to investment of Small Size. 

· To ensure safety & security of investments. 

· To look to profitability of investments. 

· To give support  to denationalization industrial program of the Government. 

· Investment to Trade and Commerce Sector (wholesale, retail and service).

· Investment to Foreign Trade (import & export).

· Investment to Industrial Sectors.

· Exploration of the possibility of investment in the existing Money & capital Market and help organization of Islamic Money & Capital Market. 

Investment Strategy:

· To check exodus of investment clients. 

· To induct new investment clients. 

· To induct good investment clients of other Banks. 

· To enhance existing limits of good investment clients, where found necessary and justified. 

· Extension of investment to transport sector. 

· Extension of investment to backward as well as forward linkage industries. 

· Extension of investment to Real Estate Sector. 

· Extension of investment to Jute Sector; particularly for trading and export purposes. 

· Strengthening supervision, control and monitoring mechanism. 

· Training and motivation of manpower to handle increased and diverse volume of investments. 

· To give due consideration to high risk, high return and low risk, low return investment proposals. 

· Adaptation of modern technology. 

1) Bai Mechanism (Trading mode):

a) Bai-Murabaha: Bai-Murabaha may be defined as a contract between a buyer and a seller under which the seller sells certain specific goods (permissible under Islamic shariah and the Law of the land) to the buyer at a cost plus agreed profit payable in cash or on any fixed future date in lump sum or by installments. The profit marked up may be fixed in lump sum or in percentage of the cost price of the goods.

Important Features:

i.
It is permissible for the Client to offer an order to purchase by the Bank particular goods deciding its specification and committing himself to buy same from the Bank on Murabaha, i.e. cost plus agreed upon profit.

ii.
It is permissible to make the promise binding upon the Client to purchase from the Bank, that is, he is to either satisfy the promise or to indemnify the damages caused by breaking the promise without excuse.

iii.
It is permissible to take cash/collateral security to guarantee the implementation of the promise or to indemnify the damages.

iv.
It is also permissible to document the debt resulting from Bai-Murabaha by a Guarantor, or a mortgage, or both like any other debt, Mortgage/Guarantee/Cash Security may be obtained prior to the signing of the Agreement or at the time of signing the Agreement.

v.
Stock and availability of goods is a basic condition for signing a Bai-Murabaha Agreement. Therefore, the Bank must purchase the goods as per specification of the Client to acquire ownership of the same before signing the Bai-Murabaha agreement with the Client.

vi.
After purchase of goods the Bank must bear the risk of goods until those are actually sold and delivered to the Client, i.,e., after purchase of the goods by the Bank and before selling of those on Bai-Murabaha to the Client buyer, the Bank shall bear the consequences of any damages or defects, unless there is an agreement with the Client releasing the Bank of the defects, that  means, if the goods are damaged, Bank is liable, if the goods are defective,(a defect that is not included in the release) the Bank bears the responsibility.

vii.
The Bank must deliver the specified Goods to the Client on specified date and at specified place of delivery as per Contract.

viii.
The Bank shall sell the goods at a higher price (Cost +Profit) to earn profit. The cost of goods sold and profit mark-up therewith shall separately and clearly be mentioned in the Bai-Murabaha Agreement. The profit Mark-up may be mentioned in lump sum or in percentage of the purchase/cost price of the goods. But, under no circumstances, the percentage of the profit shall have any relation with time or expressed in relation with time, such as per month, per annum etc.

ix.
The price once fixed as per agreement and deferred cannot be further increased.

x.
It is permissible for the Bank to authorize any third party to buy and receive the goods on Bank’s behalf. The authorization must be in a separate contract. 

b)Bai-Muajjal : Bui-Muajjal may be defined as a contract between a buyer and seller under which the seller sells certain specific goods permissible under Islamic Shariah and the Law of the country to the buyer at an agreed fixed price payable at a certain fixed future date in lump sum or within a fixed period by fixed instalments. The seller may also sell the goods purchased by him as per order and specification of the buyer. 

Important features:

i) 
Bank is not bound to declare cost of goods and profit mark-up separately to the client.

ii)   
Spot delivery of the item and payment is deferred.

iii)
Ownership and possession of the goods is transferred by the Bank to the client before receipt of sale price.

iv)
Client may offer an order to purchase by the Bank any specified goods and committing himself to buy the same from the Bank on Bai-Muajjal Mode.

v)
It is permissible to make the promise binding upon the client to purchase from the Bank. That is, he is to either satisfy the promise or to indemnify the damages caused by breaking the promise.

vi)
Cash/Collateral Security should be obtained to guarantee the implementation of the promise or to indemnify the damages. 

vii)
Mortgage /Guarantee/ Cash Security may be obtained before /at the time of signing the agreement.

viii)
Stock and availability of goods is a pre-condition for Bai-Muajjal agreement. The responsibility of the bank is to purchase the desired goods at the disposal of the client to acquire ownership of the same before singing the Bai-Muajjal Agreement with the client.

ix)
The Bank after purchase of goods must bear the risk of goods until those are actually delivered to the client.

x)
The Bank must deliver the specified goods to the client on specified date and at specified place of delivery as per contract.


xi)
The Bank may sell the goods at one agreed price, which will include both the cost price and the profit.

xii)
The price once fixed as per agreement and deferred cannot be further increased.

C) Bai-Salam: Bai Salam maybe defined as a contract between a Buyer and a Seller under which the Seller sells in advance in the certain commodity (ies)/ products (s) permissible under Islamic Shariah and the law of the land to the Buyer at an agreed price payable on execution of the said contract and the commodity (ies)/product(s) to the buyer at a future time in exchange of an advanced price fully paid on the spot.

Important features:
i.
Bai-Salam is mode of investment allowed by Islamic Shariah in which commodity (ies)/ Products(s) can be sold without having the said commodity (ies)/products(s) either in existence or physical/ constructive possession of the seller. If the commodity (ies)/product(s) are ready for sale, Bai-Salam is not allowed in Shariah. Then the sale may be done either in Bai-Murabaha or Bai-Muajjal mode of investment.  
ii.
Generally, Industrial and Agricultural products are purchased/sold in advance under Bai-Salam mode of investment to infuse finance so that product is not hindered due to shortage of fund/cash.

iii.
It is permissible to obtain collateral security from the seller client to secure the investment from any hazards viz. non-supply/partial supply of commodity (ies)/product(s), supply of low quality commodity (ies)/product(s) etc.

iv.
It is also permissible to obtain Mortgage and /or personal Guarantee from a third party as security before the signing of the Agreement or at the time of signing the Agreement.

v.
Bai-Salam on a particular commodity (ies)/product(s) or on a product of a particular field or farm cannot be effected [for Agricultural product(s) only].

vi.
The seller (manufacturer)Client may be made agent of the Bank to sell the goods delivered to the Bank by him provided a separate agency agreement is executed between the Bank and the Client (Agent).

d) Istishna’a : Istishna’a is a contract between a manufacturer/seller and a buyer under which the Manufacturer/seller sells specific product(s) after having manufactured, permissible under Islamic Shariah and Law of the Country after having manufactured at an agreed price payable in advance or by installments within a fixed period or on/within a fixed future date on the basis of the order placed by the buyer.

Important feature: 

i.
Istisna’a is an exceptional mode of investment allowed by Islamic Shariah in which product(s) can be sold without having the same in existence. If the product(s) are ready for sale. Istishna’a is not allowed in Shariah. Then the sale may be done either in Bai-Murabaha or Bai-Muajjal mode of investment. In this mode, deliveries of goods are deferred and payment of price may also be deferred.

ii.
It facilitates the manufacturer sometimes to get the price of the goods in advance, which he may use as capital for producing the goods.

iii.
It gives the buyer opportunity to pay the price in some future dates or by installments.

iv.
It is a binding contract and no party is allowed to cancel the Istishna’a contract the price is paid and received in full or in part or the manufacturer starts the work.

v.
Istishna’a is specially practiced in Manufacturing and industrial sectors. However, it can be practiced in agricultural and constructions sectors also.

2. Share Mechanism :

a.  Mudaraba : It is a from partnership where one party provides the funds while the other provides the expertise, labour and necessary business activities. The first party is called the Sahib-al Mall and the letter referred to at the Mudarib. Any profits accrued are shared between the two parties on a pre-agreed basis, while capital loss in exclusively born by the partner providing the capital.

Important features:

i.
Bank supplies capital as Sahib-Al-Mall and the client invest if in the business with his experience. 

ii.
Administration and management is maintained by the client. 
 

iii.
Profit is divided as per agreement.

iv.
Bank bears the actual loss alone.

v.
Client can not take another investment for that specific business without the permission of the Bank.

b. Musharakah :  The terma “Shirkat” and Musharaka” have been derived from Arabic worids “Shairkah” and “Sharika”  The word shirkah means a partnership between more than one partner. Thus the word “Musharaka” and “Shirkat” means a partnership established between two or more partners for purpose of a commercial venture participated both in the capital and management where the profit may be shared between the partners as per agreed upon ratio and the loss. If any incurred, is to be borne by the partners at per capital/equity ratio.

In this case of Investment, “Musharaka” meaning a partnership between the Bank and the Client for a particular business in which both the Bank and the Client provide capital at an agreed upon ratio and manage the business jointly. Share the rent as per agreed upon ratio and bear the loss, if any in proportion to their respective equity. 

Bank may move itself with the selected Client for conducting any Shariah permissible business under Musharaka mode.

Important features: 

i.
The investment client will normally run and manage the business.

ii.
The Bank shall take part in the policy and decision making as well as overseeing (supervision and monitoring) the operations of the business of the Client. The Bank may appoint suitable personal(s) to run the manage the business and to maintain books of accounts of the business property.

iii.
As the investment client shall manage the enterprise, the Bank may pay more share of profit to him than that of his proportionate capital contribution.

iv. Loss, if any, shall be shared on the basis of capital ratio.

3. Leasing Mode (Ijara Mechanism):

 A) Hire purchase/ Ijarah :  The term Ijarah has been derived  from the Arabic  works Ajr and Ujrat which means consideration, return, wages or rent. This is really the exchange value or consideration, return, wages, rent of service of an Asset. Ijarah has been defined as a contract between two parties, the Hiree and Hirer where the Hirer enjoys or reaps a specific service or benefit against a specified consideration or rent from the asset owned by the Hiree. It is a hire agreement under which a certain asset is hired out by the Hiree to a Hirer against fixed rent or rentals for a specified period. 

B) Hire Purchase under Shirkatul Melk:

Meaning and Definition: 

Hire Purchase under Shirkatul Melk is a Special type of contract, which has been developed through practice. Actually, it is a synthesis of three contacts: 

(i) Shirkat 

(ii) Ijarah and 

(iii) Sale

These may be defined as follows: 

i)  Shirkatul Melk

Shirkat means partnership. Shirkatul Melk means share in ownership. When two or more persons supply equity, purchase an asset, own the same jointly, and share the benefit as per agreement and bear the loss in proportion to their respective equity, the contract is called Sharkatul Melk contract. 

ii) Ijarah 

The term Iiarah has been derived from the Arabic works             (Air) and                (Uirat) which means consideration, return, wages or rent. This is really the exchange value or consideration, return, wages, rent of service of an asset. Ijarah has been defined as a contract between two parties, the Hiree and Hirer where the Hirer enjoys or reaps a specific service or benefit against a specified consideration or rent from the asset owned by the Hiree. It is a hire agreement under which a certain asset is hired out by the Hiree to a Hirer against fixed rent or rentals for a specified period. 
iii) Sale 

This is a sale contract between a buyer and  a seller under which the ownership of certain goods or asset is transferred by seller to the buyer against agreed upon price paid / to be paid by the buyer. 

Thus, in Hire Purchase under Shirkatul Melk mode both the Bank and the Client supply equity in equal or unequal proportion for purchase of an asset like land, building, machinery, transports etc. Purchase the asset with that quit money, own the same jointly, share the benefit as per agreement and bear the loss in proportion the their respective equity. The share, part of portion of the asset owned by the Bank is hired out to the Client partner for a fixed rent per unit of time for a fixed period. Lastly the Bank sells and transfers the ownership of it's share/part/portion to the client against payment of price fixed for the part either gradually part by part or in lump sum within the hire period or after the expiry of the hire agreement. 

 Important Features:

1. In case of Hire Purchase under Shirkatul Melk transaction the asset/ property involved is jointly purchased by the Hiree (Bank) and the Hirer (Client) with specified equity participation under a Shirkatul Melk Contract in which the amount of equity and share in ownership of the asset of each partner (Hiree Bank & Hirer Client) are clearly mentioned. Under this agreement, the Hiree and the Hirer become co-owner of the asset under transaction in proportion of their respective equity participation. 

2. In Hire Purchase under Shirkatul Melk Agreement, the exact ownership of both the Hiree (Bank) and Hirer (Client) must be recognised. However, if the partners agree and wish that the asset purchased may be registered in the name of any one of them or in the name of any third party, clearly mentioning the same in the Hire Purchase Shirkatul Melk Agreement. However, in IBBL, no third party registration shall be allowed. 

3. The share/ part of the purchased asset owned by the Hiree (Bank) is put at the disposal/ possession of the Hirer (Client) keeping the ownership with him (Bank) for a fixed period under a hire agreement in which the amount of rent per unit of time and the benefit for which rent to be paid along with all other agreed upon stipulation are also to be clearly stated. Under this agreement, the Hirer (Client) becomes the owner of the benefit of the asset but not of the asset itself, in accordance with the specific provisions of the contract which entitles the Hiree (Bank) is entitled for the rentals. 

4. As the ownership of hired portion of the asset lies with the Hiree (Bank) and rent is paid by the Hirer (Client) against the specific benefit, the rent is not considered as price or part of price of the asset. 

5. In the Hire Purchase under Shirkatul Melk Agreement the Hiree (Bank) does not sell or the Hirer (Client) does not purchase the asset but the Hiree (Bank) premise to sell the asset to the Hirer (Client) part by part only, if the Hirer (Client) pays the cost price/equity/agreed price as fixed for the asset as per stipulation within agreed upon period on which the Hirer also gives undertakings. 

6. The promise to transfer legal title by the Hiree and undertakings given by the Hirer to purchase ownership of the hired asset upon payment part by part as per stipulations are effected only when it is actually done by a separate sale contract. 

7. As soon as any part of Hiree's (Bank's) ownership of the asset is transferred to the Hirer (Client) that becomes the property of the Hirer and hire contract for that share/part and entitlement for rent thereof lapses. 

8. In Hire Purchase under Shirkatul Melk Agreement, the Shirkatul Melk contract is effected from the day the equity of both parties deposited and the asset is purchased and continues up to the day on which the full title of Hiree (Bank) is transferred to the Hirer (Client).

9. Hire Purchased under Shirkatul Melk transaction facilitates the Client (Hirer) to get benefit from the hired asset in exchange of rental and also to become full owner of the asset by purchasing it part by part. 

10. If, for any reason, the hire contract is revoked prior to the transfer for full title of the asset to the Hirer, then the title of the asset will be shared by both Hiree and Hirer - the Hirer will share that part of title which has been transferred to him against payment and the Hiree will share the remaining part.

11. The Hirer to secure the Bank (the Hiree) will pledge/ hypothecate / mortgage his portion / part / share in the asset (acquired / to be acquired) and or any other asset/ property of his own / third party guarantor to the Bank to fulfill his all liabilities/ commitments including the accrued rental, if any. 

Rules for Hire Purchase under Shirkatul Melk

· It is a condition that the subject (benefit/service) of the contract and the asset (object) should be known comprehensively. 

· It is a condition that the asset(s) to be hired must not be a fungible one (Perishable or consumable) with can not be used more than once or in other words, the asset(s) must be a non-fungible one which can be utilized more than once or the use/benefit/service of which can be separated from the asset(s) itself. 

· It is a condition that the subject (benefit/service) of the contract must actually and legally be attainable/derivable. It is not permissible to hire something, the handing-over of the possession of which is impossible. If the asset is a jointly owned property, any partner, according to the majority of the jurists, may let his portion of the asset(s) to co-owner(s) or the persons(s) other than the co-owner(s). However, it is also permissible for a partner to hire his share to the other partner(s).

· It is a condition that the Hirer shall ensure that he will make use of the asset(s) as per provisions of the Agreement or as per customs/norms/practice, if there is no expressed provision. 

· The hire contract is permissible only when the asset(s) and he benefit/service derived from it is within the category of 'Hala' or at least 'Mobah' as per Islamic Shariah. 

· The Hiree is under obligation to enable the Hirer to the benefit from the asset(s) by putting the possession of the asset(s) at his disposal in useable condition at the commencement of the hire period. 

· In a hire contract, the period of hire and the rental to be paid per unit of time be clearly stated. 

· Everything that is suitable to be considered a price, in a sale, can be suitable to considered as rental in a hire contract.

· It is a condition that the rental falls due from the date of handing-over of the asset to Hirer and not from the date of contract or use of the asset. 

· It is permissible to advance, defer or install the rental in accordance with the Agreement.

· It is permissible to review the hire period or the rental or the both, if the Hiree and the Hirer mutually agree to do so.

· The hired asset is a trust in the hands of the Hirer. He will maintain the asset(s) with due produce and shall not be held responsible for the damage or destruction of the asset without transgression, default or negligence, otherwise he must be responsible for the same. 

· The Hiree/owner bears all the costs of legally binding basic repairs & maintenance including the cost of replacement of durable parts on which the permanence and suitability of the hired asset(s) depend or as per Contract. 

· It is permissible to make the Hirer to bear the cost of ordinary routine maintenance, because this cost is normally known and can be considered as part of the rental. 

· It is permissible for the Hirer to let the asset to a third party during the hire period whether for the same rental or more or less as long as the asset is not affected by the change of user and not barred/restricted by the hire agreement/customs to do so. 

· It is permissible to purchase an asset bearing a hire contract. The hire contract may continue since the purchaser agrees to its continuity up to the end of the hire term. All rights and liabilities emanating from the hire contract will transfer to the new owner. But if the sale-contract is drawn and the purchaser is oblivious of the hire contract, he has the right to rescind the purchase contract and the hire continues. 

· As soon as the hire period terminates, the Hirer is under obligation to return the asset to the owner or if the Hiree agree he may enter a fresh hire contract or purchase it from the Hiree on payment of agreed upon price as per market rate. 

· The hire contract is binding and no one party shall unilaterally rescind except reasons that abrogate binding contract such as damage or destruction. 

· If the hired asset is damaged or destructed by the act of Allah and if the Hiree offers a substitute with the same specifications agreed upon in the hire contract the contract does not terminate. 

· It is also permissible to sell the hired asset by the Hiree to the Hirer during the tenure of the hire period either part by part or in full at a time. As soon as any part or in full the asset is sold during the tenure of the hire agreement the hire contract for that part of for the full asset as the case may be, be lapsed and the rental ceased to apply accordingly. 

· It is permissible for the Hirer to promise or to give undertaking to purchase the hired asset during the tenure of the hire period, either part by part or in full or at the end of the hire period in full. It is also permissible for the Hiree to give similar promise to sell the asset. 

· The hire with promise to purchase and sale is different from the memorandum of sale. The rent paid by the Hirer cannot, in any way, be considered as part of the price of the asset, rather it is the price of the service of that asset. 

· In a Hire Purchase under Shirkatul Melk contract, it is permissible to divide the sale/cost price of the asset or ownership of the Hiree to the asset into several part of the price of the asset; rather it is price of the service of the asset. 

· In a Hire Purchase under Shirkatul Melk contract, it is permissible to divide the sale/cost price of the asset or ownership of the Hiree to the asset into several parts and to sell each part of ownership on payment of proportionate sale/cost price of the Hiree. 

· Under Hire Purchase under Shirkatul Melk Agreement, both the Hiree and the Hirer must pay their respective equity as agreed upon to purchase the demised asset under joint ownership. 

· Ownership of the asset of both the Hiree and the Hirer should be recognized as per law of the land. 

5.3. Operational Procedure in IBBL:

Modus Operandi: The Modus Operandi of Hire Purchase under Shirkatul Melk will be as follows:

Induction of client:

· Hole preliminary discussion with the prospective Client regarding his Investment needs, business experience, viability of the project and Shariah permissibility of the asset, the business and the uses of the asset. 

· Brief him on the salient features of Hire Purchase under Shirkatul Melk mode of Investment. Apprise, in particular, the usual terms and conditions under which the Bank makes such investment. Discuss about Clients' equity participation and its immediate availability. 

· Look to the past performance of the Client, Check-up Head Office Current Investment Policy and Branch's track record of Hire purchase under Shirkatul Melk Investment of the item(s). 

· If the Proposal is found permissible under Islamic principles and suitable, advise the Client to submit formal Application. If not found suitable, regret politely. 

· Request potential Client to open an Al-Wadia Current Account. Let him maintain the Current Account. Let him maintain the Current Account satisfactorily for a reasonable period. (This will generally mean six month). 

Application 

· Obtain application in triplicate from the Client of F-167A and record the same in the Investment Proposal Received and Disposal Register (B-53). 

· Obtain and affix attested photograph(s) of the Proprietor / Partner/ Directors / Trustee / Administrator on the top right hand corner of the application. 

· Scrutinize the application of the Client to see that - 

a. All columns are properly filled in; 
b.  Particulars and information given therein are complete and correct in all respects;
c. All required Documents/Papers as listed in the footnote for the applications are submitted. 
d. It is signed by the Client as per specimen signature with the Bank and duly verified by the authorized official of the Bank. 

Categorization
Categories the proposal as under:

· Hire Purchase under Shirkatul Kelk Commercial:

· Investment on Hire Purchase under Shirkatul Melk mode to Individual/Firm/Company/Society for Commercial purpose(s) shall be termed as Hire Purchase under Shirgatul Melk Commercial.

· Hire Purchase under Shirkatul Melk Industrial

· Hire Purchase under Shirkatul Melk Investment to Industrial undertakings in the Form of Land, Buildings, Machineries, Equipments, Transport, etc. shall be termed as Hire Purchase under Shirkatul Melk Industrial. 

· Hire Purchase under Shirkatul Melk Agriculture 

· Hire purchase under Sharkatul Melk Investment to agriculture sector in the form of Agricultural Equipments, Machineries, Shallow Tube-Well, Deep Tube-Well, Tractor, Trailers, Transport etc. shall be termed as Hire Purchase under Shirkatul Melk Agriculture. 

· Hire Purchase under Shirkatul Melk Transport

· Hire Purchase under Shirkatul Melk Industrial in the form of Transport-Bus, Truck, Car, Taxi, Launch, Steamer, Cargo Vessel, Air Transport etc. shall be termed as Hire Purchase under Shirkatual Melk Transport. 

· Hire Purchase under Shirkatul Melk Real Estate

· Hire Purchase under Shirkatul Melk Industrial in the form of Land Building, Market, Apartments, for use/rental shall be termed as Hire Purchase under Shirkatul Melk Real Estate. 

5.4 Processing and Appraisal:

· Check-up Credit Restriction schedule of Bangladesh Bank and Head Office current

    Investment Policy Guidelines. Reject the proposal, if it conflicts with the existing Credit Restrictions of Bangladesh Bank and Head Office Policy Guidelines. 

· Visit the Business Establishment of the Client. Tally/verify the securities, particulars, information and figures given in the Application Form with the original Documents/Papers and be sanguine about its genuineness and correctness. Obtain additional information, particulars, facts and figures, if required. 

· Talk to the business and important personalities of the locality to ascertain the honesty, integrity and business dealings of the Client. 

· Request for Confidential Report of the Client from local Bank Branches. Do not finalize the proposal until the Confidential Report from all Bank Branches are received. 

· Confidential Reports should also be obtained from local Financial, Credit and Leasing Institutions, if felt necessary. 

· Obtain Report from Credit information Bureau (CIB) of Bangladesh Bank through Head Office Investment Division as per Circular issued by H.O. from time to time in this regard. 

· Obtain declaration of the Client about his liability (both contingent and real) with other Banks/Financial Institutions/Leasing Companies etc. including any other branches of IBBL. 

· Obtain Financial Statement/Balance Sheet of the concerned application(s) for last three consecutive accounting years for investment proposals of Tk. 50.00 lac and above or as per Head Office Instruction. This is to be furnished by all Clients irrespective of their status i.e. Individual, Proprietorship, Partnership, Private/Public Limited Company, Trust Body etc. engaged in business. 

· Inspect Land Building(s), other assets and Properties proposed to be mortgaged or hypothecated as collaterals. Ascertain prima-facie genuineness and correctness of those collaterals in cross-references to Documents, Title Deeds and other relevant Papers. Ascertain primarily the market value and the forced sale value of the proposed collaterals. 

· Forward the Documents, Title Deeds and other relevant papers to the approved Lawyer of the Bank for examination and furnishing his opinion. (Lawyer's opinion should be clean and without ambiguity). 

· Obtain Lawyer's opinion as per clause No. 7.18.2(i)

· Please study the following carefully and note down the actual findings in the Appraisal Form against each item.

· Whether the asset, which the Client intends to hire and purchase, is readily useable and have constant and effective demand in the market. 

· Whether the price of the asset is subject to frequent and violent changes. 

· Whether the asset is non-fungible or has flow of services.

· Whether the quality and other specifications of the asset as desired by the Client can be ensured. 

· Whether the assets are available in the market and it is possible to purchase/construct/manufacture/make the asset in time and a the negotiable price/cost. 

· Whether rental and sale price of the assets are payable by the Client at the agreed specified future date(s) is lump sum or by instilments as per proposal. 

· Whether Client & Bank's equity ration is fixed to cover the price/cost of the asset. 

· Whether the project/deal is profitable to generate sufficient fund to pay the rent/sale price by the Client within the deal period. 

· Market price and cost price should be carefully studied by the Investment Committee of the branch and properly recorded, verified and signed. 

· For Hire Purchase under Shirkatul Melk Investment (other than the Schemes), prepare Appraisal Report on F-167B. 

· For Appraisal of Hire Purchase under Shirkatul Melk Industrial / Agriculture / .......... Scheme, use specific Appraisal Form devised for each of those, if any, otherwise F-167/B, providing the available/required supplementary information. In course of preparation of the Appraisal Report please ensure incorporation of all information, particulars, figures and statistics in Appraisal Form correctly with special attention to the following: 

· Composition of assets of the Client viz. Cash, Securities, Investments, Building, Landed Prosperity, Stock in Trade, Stores, Work-in-process etc. 

· Extent and nature of liabilities (institutional/market) of the Client i.e. whether the volume is within the manageable capacity of the Client. Opinion in this regard and justification thereof must be clearly mentioned. 

· The value of liquid asset viz. Cash and Book Debts of the Client to ensure required cash flow. 

· Respectability and business reputation of the Client in the market. 

· Experience of the Client in the business, management capability etc. 

· Where the asset will be kept/run/established/ constructed/ installed and how the same will be used. Whether the arrangement is satisfactory and Bank's interest will be protected properly. 

· Contact primarily with the Producers/Sellers/Suppliers of the asset in the market, study the market price and workout the purchase and sale prices and rental of the asset as per following guidelines, and ascertain and not whether the purchase of the asset by the Client from the Bank will be profitable to him and whether the Client shall be able to pay the rental and price of the asset to the Bank within the stipulated period. 

· It is permissible for the Bank to authorize the Client partner to buy and receive the asset on behalf of the Bank and the Client. 

· Guideline for working out the cost price of the asset:

· Workout the cost price of the asset and other expenses to be incurred to bring the asset into useable condition as per following guidelines: 

5.5 Cost price of the assets:

a. Purchase price of the asset PLUS


Other expenditures concerning the purchase i.e. Transportation, Storage, cost of construction, cost of installation, making etc. before hire of the asset to the Hirer partner. 

b. Conveyance - TA/DA of Bank Official or the Agent, if any. 

c. Commission paid to the Agent, if any. 

d. Cost of remittance of fund. 

e. Transportation cost up to Bank's Godown/Client's Project Site (if any).

f. Transit Insurance and out of Pocket expenses. 

g. Other expenses except interest incurred, if any, Interest element, if any, is to be paid by the Hirer partner. 

h. Go down rent and Go down staff Salary, if any, incurred before delivery/handing over the asset to the Hirer in good and usable condition.

i. Income loses sustained during the gestation period. 


If for any reason the Client after handing over the asset to him in good and usable condition uses Bank's Go down, the Go down rent and Go down staff salary will be borne by him (Hirer partner).

Fixation of Rental and the sale price of the Asset

The sale price of the asset (Bank's share/portion) will be fixed normally on the cost price of the assets as incurred a incurred/calculated on the basis of the guidelines given at para 7.15.1 above taking into account the Expected Rate of Return (ERR) for the whole period of investment including the gestation period into consideration. 

· On receiving the proposal and the Appraisal Report along with supporting papers, Head Office will either Approve or Regret duly recorded in the Investment proposal Received & Disposal Register (B-53) & Investment / Facility Sanctioned Register. (B-19)

· If the proposal is approved by the Branch/the zonal office/ Head office, the branch will issue the Sanction Advice with a copy to ZO/HO duly recorded in Investment/Facility Sanctioned Register with authority- wise separate openings (Branch / ZO.HO) mentioning all the terms and conditions in duplicate to the investment Client for the limit.

· If the Client duly accepts the sanction terms and conditions, enter the particulars of the sanctioned proposal in the limit register allotting a fixed serial number for the each client as per limit register which shall remain permanent irrespective of the mode (s) so long the Client continues with the Bank (Branch / Office). 

· Open file client-wise, affixing the Fixed number allotted to him as per limit register and client's name, address, (Business address, present address, Permanent address, Residential address and telephone/Fax/Telex/cable numbers be recorded prominently in the inner side of the Investment File for easy tracing in case of need.)

· Branch/Zonal office/ Head Office shall maintain Investment/Facility sanctioned register, Authority-wise separately for investment/facility (general) and scheme-wise. They shall also maintain investment/facility proposals received and disposal register & limit register. 

5.6 Documentation 

· Before purchasing the asset/ property by the Bank, obtain sufficient collateral securities as mentioned in the sanction advice along with the following charge documents properly executed i.e. duly filled in, signed, stamped, verified and witnessed where necessary: 

a. Hire Purchase under Shirkatul Melk Sanction Advice deal-wise duly 
accepted by the client. 
b. Hire Purchase under Shirkatul Melk Agreement (Deal-wise). 
c. Letter of Pledge (Deal-wise)/Mortgage Deed. 
d. Single party D.P. Not, if there is no guarantor. 
e. Double party D.P. Not, if there is guarantor (s) to be made by the 
Client in favor of the guarantor and endorsed by the later to the Bank. 
e. D.P. Not Delivery letter. 
f. Letter of Hypothecation for the asset(s) and Client's stock in 
Trade/work-in-process. 

g. Letter of Disclaimer, if stored in Client's / Party's own/hired godown. 

h. Insurance policy (If stored in Client's / Party's Godown / yard under 
Bank's effective control) duly recorded in insurance register. 

i. Letter of guarantee. 

j. Balance confirmation letter. 

k. Letter of installments. 

l. Letter of Disbursement.

· If the investment is made collaterally secured by Mortgage of property, obtain the following documents: 

a. In case of Equitable mortgage, Memorandum of Deposit of Title Deep (MDTD) signed by the owner of the property. 

b. In case of Legal Mortgage, Registered Mortgage Deed should be obtained. 

c. Personal Guarantee of the owners of the property on. 

d. Original Title Deeds with CS, RS, SA, Mutation Parcha, DCR of the property and Mutation record. 

e. Up-to-date Rent Receipt. 

f. Non encumbrance Certificate along with Search Fee Paid Receipt of the concerned Registry/ Sub-Registry office. 

g. Site plan (Map/Naksha) of the Mortgaged property. 

h. Valuation Certificate (issued by a competent civil engineer and physically verified by the Branch Officials) countersigned by the Manager certifying the Market value and the Forced sale value. Value of the land and value of the construction to be shown separately taking the depreciated value of the construction/building into consideration as per standard norms.


(The valuation Certificate should be self contained one giving full particulars of the land, i.e. Deg Number, Khatian Number, Plot Number, Holding Number, Mouza Number and name of the Mouza, Schedule (Chowhaddi), mentioning the name of the owners of the Land/Building along with a site plan duly signed by the owners of the property, the Client and attested by a civil Engineer and the Branch Manager). 

i. Lawyer's certification about verification of the Title Deed which should be in clear terms that the property covered by the Title Deeds is free from all encumbrances and the mortgagor(s) have clear valued Title to the property and the same can be accepted as collateral security against the Investment/Facility. Legal opinion should be self-contained, without any ambiguity and clean in all respects. 

j. An Affidavit be sworn in before a 1st Class Magistrate by the owner of the property to the effect that the property offered for mortgage as security is of his own and free from all encumbrances and the owners is/are lawful owners in possession and he/they will not Encumber/Transfer/sale and/or charge the property in any manner whatsoever to other during the continuance of Bank's Investment without prior clearance of the Bank.

· Where the Investment is secured by pledge/ hypothecation of Stock-in-Trade, Machineries etc., also obtain the following Document:

a. Letter of Pledge asset & goods security, for Client's stocks in Trade/ work-in-Process etc. if any. 

b. Letter of Hypothecation for Client's stocks, stores, Work-in-Process etc. 

c. Legal Mortgage of Machineries with full details of each machinery. 

· In case the investment Collaterally / Additionally secured by Pledge of Shares of reputed Public Limited company on Bank's approved list and quoted in the stock Exchange, the following additional documents are to be obtained: 

a. Agreement for Pledge of share along with original share certificates (No share in the name of minor shall be accepted as security). 

b. Blank Share Transfer Deed in Duplicate - on copy signed, dated and another copy signed and undated. 

c. Share Delivery letter addressed to the Bank. 

d. Letter to the concerned Company to register Line in Bank's favour. 


This notice shall be sent be registered acknowledgement Due post (registered A/D post) and confirmation of recording the Lien shall be obtained from the concerned company.

e. Letter of authority in Bank's favour duly signed by the share holder to collect dividend / Bonus on his behalf on the share pledged to the Bank. In case of Investment to partnership Firms, obtain the following Document: 


· a. Copy of partnership deed signed by all partners. 

b. Copy of partnership deed duly attested by a 1st Class Gazetted office with the original copy and attested by the incumbent-in-charge of the Branch. 

· In case of investment to Private or public Limited company, obtain the following additional document:

a. Obtain certified copy of the Memorandum and Articles of Association of the company to ensure that the company has necessary power to borrow/avail investment from any Bank. 

b. Resolution of the board of Directors of the Company to avail Investment/ Facility/ Borrow, do Business with IBBL and authorizing the office bearers to Execute necessary Documents. 

c. Personal Guarantee of the Directors of the Company. 

d. If the investment is allowed on Hypothecation of assets, in addition to other charge documents, 1st charge under relevant section of the Company's Act-1994 shall be created in Bank's favour in respect of Compan's assets prescribed as security. This charge shall be created with the registrar of Joint Stock Companies within 21 days from the date of execution of relative Charge Documents. 

e. Certificate issued by the registrar of Joint Stock Companies under section 114 of the companies act - 1994 in respect of creation of charges. 

f. Copies of Memorandum and Articles of Association with the latest amendments, if any, duly certified by the registrar of joint stock companies and attested by the managing director on every page with official seal of the company and duly verified by the incumbent - In - charge of the Branch. 

g. A copy of the Certificate of Incorporation duly attested by the Incumbent - In - charge of the of the Branch.

h. A copy of the certificate of commencement of Business (in case of publish Limited company) duly attested by the incumbent - In- charge of the Branch. 

· In case of investment to a trust organization obtain the following Document in addition to other charge Documents: 

a. Copy of trust deed duly attested by a 1st class Gazetted officer and verified by the incumbent-in-charge of the branch with the original copy. The Trust Deed must contain a clause authorizing the Trustees to do business with banks and to avail investment facilities/borrow from banks. 

b. Resolution of the Board of Trustees to do business with IBBL and avail investment/ faculties/ borrow from IBBL. 

c. The charge documents and all other agreements shall be signed / executed by persons authorized by all the members of the board of Trustees, if Trustees are authorized to delegate their powers by the trust Deed, otherwise all the Trustees must sign/execute the charge documents and all other agreements.

d. Personal guarantee of all the members of the board of trustees must be obtained. 

· In case of investment to co-operative security, obtain the following documents also : 

a. Clearance from the register of co-operative societies for doing business and avail faculties / Investment from IBBL within the annual borrowing limit of the society. 

b. Letter to be issued to the concerned registrar of co-operative societies under registered A/D Mail informing about allowing investment/facility to the concerned society by the bank as per clearance accorded by him.

c. Personal guarantee of the office Bearers of the society in their personal capacity. 

d. A copy of the bye-laws of the society duly certified by the registrar of the co-operation societies. 

Some general instruction 


· Rates stamp duty on various types of documents will be supplied by the concerned department of Head office, (Law department), from time to time. 

· Signature of the Client on Documents should be verified by the Incumbent-in-charge/ authorized official in pencil. 

· Before preserving the documents in strong Room, the investment committee of the branch should certify that all the formalities of documentation have been properly done and completed strictly as per terms of the sanction advice (A format to be developed for the certificate as per Performa). 

· After completion of documentation, enter the documents in documents execution register; put into an envelope/file cover duly inscribing the name of the client deal-wise and preserve in the strong room in fire proof safe/Almirh under Joint custody of the incumbent-in-charge of the branch and the officer-in-charge of the investment department 2nd officer of the Branch. 

5.7 Special Investment Schemes:

The Bank, since its inception, has been working for the upliftment and emancipation of the underprivileged, downtrodden and neglected sections of the populace and has taken up various schemes for their well being. The objectives of these schemes are to raise the standard of living of low-income group, development of human resources and creation of avenues for self-employment. There are shown different types of investment under different investment scheme.  They are shown by a graph: 

(TK. Million)
	Serial No
	Name of Scheme
	2010
	2009
	2008

	1
	2
	3
	4
	5

	1
	Household Durable Scheme
	961.64
	686.49
	638.4

	2
	Housing Investment Scheme
	418.92
	452.67
	429.24

	3
	Real Estate Investment Program
	10154.95
	7933.20
	7183.26

	4
	Trasport Investment Scheme


	4732.15
	3630.48
	3087.55

	5
	Car Investment Scheme
	138.79
	53.81
	41.16

	6
	Investment Scheme For Doctor
	15.27
	17.06
	15.34

	7
	Small Business Investment Scheme
	1703.44
	1159.63
	1104.65

	8
	Agiculture Implements Investment Scheme
	127.15
	76.64
	27.21

	9
	Micro Industries Investment Scheme
	47.44
	50.39
	31.50

	10
	Rural Development Scheme
	5110.00
	3752.20
	3011.72

	Sub Total
	
	23410.00
	17812.57
	15570.03

	Total
	
	263225.00
	214616.00
	18054.00

	% of Total Investment
	
	8.89%
	8.30%
	8.65%


1. Household Durables Scheme
The objective of the scheme is to increase standard of filing and qualify of life of the fixed income group by extending them investment facilities to purchase household articles such as furniture like Almirah, sofa set, wardrobe; electric and electronic equipment like television, refrigerator, gas cooker; air conditioner, PC, washing machine; electric generator-IPS, UPS; motor cycle; corrugated iron sheet, cement, rod, wood etc, for construction of dwelling house; gold ornaments, tube-well, mobile telephone set etc; medical/ engineering instruments/equipment, computer, books etc for students.IBBL invest  this sector  in 2010.

2. Housing Investment Scheme 

The Bank has introduced this scheme recently to ease the serious housing problem in the urban areas and to make arrangement for comfortable accommodation of the fixed income group.

Officials of the Defense Forces: Permanent Officials of Government, Semi-Government and Autonomous Organizations; Teachers of the established Universities, University Colleges & Medical College: Graduate Engineers, Doctors and Established professionals; Bangladeshi Officials of reputed Multinational Companies, International Financial Organizations, Donor Agencies, Foreign Embassies etc. Officials of local established & reputed public Limited Companies; Wage Earner professionals like Doctors, Engineers, Accountants, Teachers and other profession doing good job abroad with hand-some pay-package shall be eligible to apply for availing investment facilities under the Scheme. 

3. Real Estate Investment Program 

Professionals, Service-holders, Businessmen, Real Estate Developer and other categories of people who are not entitled for availing investment facilities under Housing investment Scheme, shall be eligible under this program. Investment is to be extension/ completion of the house already constructed, commercial building. Shopping complex, flat/ apartment etc.

4. Transport Investment Scheme

To ease the existing transportation problem and ensure speedy economic growth and development of the country particularly the expansion of trade, commerce and industry, the Bank has taken up this Scheme. Under this Scheme investment is being allowed to the existing successful businessmen and potential entrepreneurs in this sector for all types of road and water transport like bus, mini-bus, truck, launch, cargo-vessel, transport for rent-a-car service; and baby taxi, tempo, pick-up van for self-employment; and ambulance for clinic & hospital. The Bank is also extending investment facilities to multinational companies, established business houses and well to do officials and professionals for acquisition of private cars, microbus and jeeps.

5. Car Investment Scheme 

Car is considered as an essential mode of transport in the modern society, particularly by a section of the officials, business houses and business executives and established professionals for movement in discharging their duties and responsibilities punctually and efficiently. To meet this need, Islami Bank has introduced the "Car investment Scheme" for the mid and high ranking officials of government and semi-government organizations, corporations, executives and directors of big business houses and companies and also for persons of different professional groups on easy payment terms and conditions. 

6. Investment Scheme for Doctors

The Bank has taken up this Scheme to help unemployed qualified doctors to go for self- employment and to provide latest medical equipments to specialist doctors to extend modern Medicare facilities throughout the country.

7. Small Business Investment Scheme

This Scheme has been taken up for self-employment of educated unemployed youths of rural and urban areas and to provide investment to small businessmen and entrepreneurs. Investment is extended for about 200 economic activities in sectors as live-stock, fishery, agro-trading/shop-keeping, transportation, agricultural implements, forestry and service viz. laundry, signboard painting etc.

8. Agriculture Implements Investment Scheme 

In keeping with view of the people-oriented and welfare objectives of the Bank, this scheme has been introduced to provide power tillers, power pumps, shallow tube wells, thresher machines etc. on easy terms to unemployed rural youths for self-employment and to the farmers to help augment production in agricultural sector.

9. Micro-Industries Investment Scheme

To create wider base for industries as well as to encourage establishment of micro-industries in different areas of the country by the potential entrepreneurs and for diversification of the Bank's investment portfolio, the Bank introduced 'Micro industries Investment Scheme'. Different sectors including food and agriculture based industries, plastic & rubber industries, forestry and forestry and furniture industries, engineering industries, leather industries, chemical industries, textile industries, recycling industries, service industries, electrical accessories industries, computer technology industries, paper products industries, handicrafts industries, fishery & live stock farming, hollow bricks, roof tiles and any other viable micro-industries have been identified for financing under the Scheme.

10. Rural Development Scheme

Bangladesh is predominantly an agricultural country with vast majority living in rural areas. Near than 60% of the people live below the poverty line. Seasonal unemployment and under idle and without job in most of the time of the year. As a result people in large number are migrating to urban areas, particularly in metro polish in search of employment thereby creating social and environment hazards. Islami Bank has, therefore, taken up a Scheme to reactive the rural economy and develops model villages through integrated rural development approach. The objective of the Scheme is to create income generating and productive self-employment opportunities through extension of investment for the development of rural areas and thereby contribute in alleviating rural poverty. Investment will be allowed for the purpose of, amongst others, production of 21 types of main crops viz. food, cereals and cash crops, off-farm activities like dairy, beef fattening, goat rearing, poultry, shop keeping, peddling etc, rural transport like rickshaw, rickshaw-van, cart etc; irrigation equipment, hand tube-well, housing materials. in all covering about 343 types of economic activities, Islami Bank Foundation, a subsidiary of the Bank, engaged in social welfare activities shall, side by side, take care of the requirement of sanitation, Medicare and education of the villages through integrated area development approach under Islamic model.

11.  Kaligonj Garments Weavers Investment Scheme 

The Scheme has been taken up to assist the Garments weavers of Kaligonj area particularly in respect of requirement of working capital, BMRE of existing unit by adding further machineries, to develop new entrepreneurs and to assist the workers for getting further training for producing products of various modern design and for modernization of the Garments Sector.
12. SME Investment:
Alike developing country of Bangladesh SME Lone is very important for developing economy. IBBL invest this types of loan in small and middle enterprise. The investment of SME are increasing day by day. Three years investment in SME are shown below:

(Tk. Million)

	Year
	2008
	2009
	2010

	SME invest
	78456
	57159
	37154

	Increasing
	21297
	200005
	14540

	Rate of Increasing
	37%
	54%
	64%


5.8 Opportunity & Threats of IBBL in Bangladesh.
Despite tremendous popular support spectacular success in terms of mobilization of deposit and distribution of profit Islamic banking in Bangladesh yet to achieve the desired level of success due to the absence of appropriate legal framework for carrying out Islamic Banking operations in the country. All the government- approved securities in Bangladesh are interest bearing, Besides, Islamic Money Market in Bangladesh is yet to develop. As a result the Islamic banks, which are committed to avoid interest, cannot invest the permissible part of their Statutory Liquidity Reserve and short Term Liquidity in those securities.

Inspire of the present limitations, Islamic -banking system has tremendous potentiality and prospect in Bangladesh, Firstly, the successful launching and needs to an Islamic Money Market in the country. Secondly Islamic banks have brought together man

Chapter Six

Recommendations and Conclusion

Conclusion

Islami Bank Bangladesh Limited has made an evaluation in the conventional banking system. This bank is committed to run all it's activities as per Islami Shriah of IBBL through its continued success and steady progress has, by how, earned the reputation of being one of the leading probate sectors banks of the country. It has made revaluation specially in the field of bank investment IBBL became successful in proving that bank investment can be made properly, Profitably following profit and loss sharing concept with abolishing interest, and which is also beneficial to human being and society. And these all characteristics of bank investment are absolutely absent in case of conventional bank. Islami money market in Bangladesh is yet to develop. As a result the Islamic Banks which are committed to avoid interest can not invest the permissible part of their strategy liquidity reserve and short term liquidity surplus in those securities. 

In spite of the present limitation, Islami banking system has tremendous potentiality and prospect in Bangladesh. Firstly, the successful launching and operation of Islami bank in Bangladesh has established the fact that banking without interest is feasible. Secondly, the launching of Islami Bank has shown the needs of an Islamic money market in the country. Thirdly, Islami Bank has brought together many depositors and entrepreneurs under their fold and coverage. These depositors and entrepreneurs so long avoided interest-based banking on ground of religious injunctions.                              

Recommendations
During the period of preparing my Master Paperabout different modes of investment of Islami Bank Bangladesh Limited, Zinzira Brance, our recommendations about operation of IBBL are as follows:

· Islami Bank Bangladesh Limited should establish new/updated financial products to attract to potential depositors. 

· Customer’s credit scheme should ameliorate by various modern banking systems.

· IBBL ought to also precede incorporate "On Line Banking" or “Electronic Banking" keeping in mind up coming competition of the challenging age.  

· Current portfolio should be exaggerated. Not to give weight only in working capital financing.

· Information technology of IBBL should be updated more over there is no Internet connection available in the IBBL. So, IBBL should develop IT to ensure better service to the customers and support communication with outside. 

· Regarding the investment modes, Shariah law should be expanded among the potential investors. 

· Salary has been recently increased by IBBL, which is very significant decision to motivate among the employees, and this decision should be continued.

When contact is made between the IBBL and client then IBBL always maintains the Shariah law but most of the client puts the signature without witting the Shariah law, which creates problem between the IBBL and client in letter.                  
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Appendix

Some Abbreviated words:

IBBL:

Islami Bank Bangladesh Ltd.

FTOD:

Foreign Trade Operation Division

FRMD:
Foreign Remittance Management Division

TFMD:
Tresury and Fund Management Division

AMD:

Asset Management Division

FRSD: 
Foreign Remittance Service Division

GID:

General Investment Division

RDO:

Rural Development Operation

PID:

Project Investment Division

FAD:

Financial Administration Division

ITD:

Information & Telecommunication Division

HPSM: 
Hire Purchase Under Shirkatul Melk

HDS: 

Rurla Development Scheme

Questionnaire (For Loan)
Sir/Madam 

I am a student of Business Faculty of Jagannath University , conducting a survey on “Loan Policy of Islami Bank Bangladesh Ltd”- as requirement of my “……………” course. Kindly note that this is an academic study and the findings will be remain confined within academic interests. No part of this study will be printed or disclosed with others. Your cooperation and guidelines are important for the success of this study and will be very much appreciated.  

1. Name:………………………………………………………………………

2. Profession:

 * Service (Government/ Non-Government Organization)

 * Professionals (Doctor/Engineer/Lawyer)

 * Business Person

3. Duration of the profession in the present organization:

             ◊ Less than 1 year                                                          ◊ 3 years             

             ◊ 1 year’s                                                                       ◊ 4 years

             ◊ 2 years                                                                       ◊ 5 years or more

4. Education:…………………………………………………………………

5. Age:

                     ◊ Less than 25 years                                                   ◊ 40-45 years            

                     ◊ 25-30 years                                                             ◊45-50 years

                     ◊ 30-35 years                                                             ◊ 50 or more years      

                     ◊ 35-40 years  

6. Monthly Income:

                     ◊ Less than Tk. 10000                                                ◊ TK. 25000-30000

                     ◊ TK. 10000-15000                                                    ◊ TK. 30000-35000

                     ◊ TK. 15000-20000                                                    ◊ TK. 35000-40000

                     ◊ TK. 20000-25000                                                    ◊ TK. 40000 or more   

7. Monthly Expenditure:

                     ◊ Less than Tk. 10000                                                ◊ TK. 25000-30000

                     ◊ TK. 10000-15000                                                    ◊ TK. 30000-35000

                     ◊ TK. 15000-20000                                                    ◊ TK. 35000-40000

                     ◊ TK. 20000-25000                                                    ◊ TK. 40000 or more  

8. Monthly Savings: 

                   ◊  Less then TK.4000                                                    ◊ TK. 8000-10000

                   ◊ TK. 4000-6000                                                          ◊ TK. 10000 or more

                   ◊ TK. 6000-8000

9. Number of Dependent:

            ◊ 1             ◊ 2                          ◊ 3                           ◊ 4                         ◊ 5 or more

10. Number of earning member:

◊ 1                        ◊ 2                            ◊ 3                                 ◊  4 or more

11. Would you please mention the principal monthly expenditure purpose?

                     ◊ Food                                                         ◊ Utility bill 

                     ◊ Health                                                       ◊ Entertainment 

                     ◊ Education                                                  ◊ Others (please specify)

                     ◊ House Rent

12. Are you aware of the consumer finance scheme of the IBBL?

                          Yes                                                         No                                       

13. What type of loan facilities have you taken from the IBBL?

                     ◊ Small Business Loan Scheme

                     ◊ House repairing/Renovation Loan Scheme

                     ◊ Personal Loan Scheme for Salaried Person

14. Would you please mention the reason behind choosing IBBL for taking loan?

            ◊ Quick Service                                                       ◊ Lower interest rate                                      

            ◊ Technology                                                           ◊ Bank’s Reputation 

            ◊ Communication system                                           ◊ Customer Handling 

              ◊ Longer Repayment Period                                            ◊ Restricted Rules and Regulations
             ◊ Availability of desired banking products

15. Do you have any loan from another bank?

                      Yes                                                           No                                

16. If the answer of the question no. 15 is YES, then mention the organization’s name:……………………………………………………………………………………
17. If the answer of the question no. 15 is YES, then mention your purpose:

                  ◊ Buying of household goods                               ◊ Business purpose

                  ◊ House Loan                                                     ◊ Buying Car

                  ◊ others (Please specify………………………)

18. Would you please mention the reason behind choosing another bank for taking loan?

                  ◊ Quick Service                                               ◊ Lower interest rate                                      

                  ◊ Technology                                                   ◊ Bank’s Reputation 

                  ◊ Communication system                                  ◊ Customer Handling 

                     ◊ Longer Repayment Period                                ◊ Restricted Rules and Regulations

                   ◊ Availability of desired banking products

19. Do you have any intention to take loan from another Bank?

                       Yes                                                            No

20. If 19 is YES then from which bank?

……………………………………………………………………………………………

21. If 19 is YES, please mention the reason:

                ◊ Quick Service                                                 ◊ Lower interest rate                                      

                ◊ Technology                                                     ◊ Bank’s Reputation 

                ◊ Communication system                                    ◊ Customer Handling 

                   ◊ Longer Repayment Period                     ◊ Restricted Rules and Regulations

                 ◊ Availability of desired banking products

22. Please mention your level of satisfaction in terms of IBBL’s Consumer Credit Scheme:

	Reason
	Highly Satisfied
	Satisfied
	Moderate
	Dissatisfied
	Highly Dissatisfied

	Quick Service
	
	
	
	
	

	Availability of desired banking products
	
	
	
	
	

	Lower interest rate                                      
	
	
	
	
	

	Technology
	
	
	
	
	

	Bank’s Reputation
	
	
	
	
	

	Communication system                                    
	
	
	
	
	

	Restricted Rules and Regulations
	
	
	
	
	

	Customer Handling
	
	
	
	
	

	Longer Repayment Period                                
	
	
	
	
	


23. Please make a comment on Consumer Credit Scheme by NCCBL:

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….

By-

Md. Anisur Rahman

Thank You
www.AssignmentPoint.com
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