[image: image16.jpg]16.

ERRNRRBUREBSES




Internship Report 
[image: image17.png]




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 Qur’an and the Sunnah. Naturally, it  remains a deep city in their heart 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 effect from march 30, 1983.This bank is the first of its kind in southeast Asia. It is committed to conduct all banking and investment activities on the basis of interest-free profit- loss sharing system. In doing so, it has unveiled a new horizon and ushered in a new sliver lining of hope towards materializing a long cherished dream of 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 Middle East and the gulf counties, Islamic bank Bangladesh limited  has by now earned the unique position of a leading private commercial bank in Bangladesh.

1.2. Origin of the Report
This report is an internship report prepared as a requirement for the completion of BBA program (Major in Human Resource Management) of  Daffodil International University. The primary goal of internship is to provide the job exposure to the student and an opportunity to implement theoretical knowledge in real life situation. The program covers a period of 2 months  of organizational attachment and 2 weeks of report finalization work.

I was sent to the Islami Bank Bangladesh Limited (IBBL). Kawranbazar Branch to take the real life exposure of the activities of banking from January 09, 2012 to March 08, 2012.

1.3. Background of the Report
As a requirement for the fulfillment of our BBA program, in the Faculty of Business Administration, Daffodil International University, we have to perform three months internship. As a student of BBA I have gathered enough theoretical knowledge, and now I want to put my potentiality in the practical field. Islami Bank Bangladesh Limited has given me the opportunity to commence my internship.
During the internship program, students are required to prepare a report on the organization where they have been attached. Islami Bank Bangladesh Limited. and all the officials always encourage and welcome the students for their internship program. I have tried my best to properly apply my potentiality and theoretical knowledge to make the report reliable and information worthy. My honest effort will be regarded as successful if this dissertation fulfills the objective of the program.
1.4. Scope of the Report
As I was sent to Islami Bank Bangladesh Limited, Kawranbazar Branch, the scope of the study is only limited to this Branch. The report covers details about Islami Bank Bangladesh Limited, Kawranbazar Branch, (especially Foreign Exchange operation). 
1.5. Objectives of the study
The Study has been conducted with the following specific objectives:

· To know the foreign exchange activities of Islami Bank Bangladesh Limited, Kawranbazar Branch;

· To identify the formalities maintained by both the bank and client in processing and receiving Foreign Exchange products;

· To have an depth idea regarding the requirements and the limitations at the time of applying for Foreign Exchange procedures and other formalities;

· To identify the major problems the bank encounters in handling foreign exchange activities in Kawranbazar Branch of IBBL; and

· To recommend some suggestions based on findings
1.6. Methodology
The official and management body of IBBL primarily necessary provided necessary information in preparing this report. Therefore, other necessary information and data of the report are collected through various documents of IBBL, library work and web site of IBBL. 
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Figure 01: FRAMEWORK OF THE OVERALL STRUCTURE OF THE TOTAL WORK

1.7.  Sources of Data

The primary sources of Data:

· Face to face conversation with the respective officer of the branch.

· Face to face conversation with Department wise.

· Liaison with Foreign Exchange Department.

· Relevant file study as provided by the officers concerned.

· Observation.

The Secondary Sources of Data:
· Annual reports of the MBL.

· Periodicals published by the Bangladesh Bank.

· Different books, articles etc. regarding Financial Analysis.

· Daily summary sheet.

· Various type of statement.

· Various resister books.

· Various printed form.

· Web page:
1.8. Limitation of the study
I have obtained wholehearted co-operation from employee of IBBL, Kawranbazar Branch in Dhaka. They were trying to give me enough information to complete this report properly. But they were not able to give me many documents; on the way of my study because of they were very busy in all day & for maintaining organizational privacy policy.
I have tried my best to provide the necessary information about Foreign Exchange Banking Activities.
Further more for going to prepare this report I have faced the following problems that may be termed as the limitation of the study:
1.8.1 Shortage of time period: 

I had to complete this report writing within a shorter period of time since many days have passed during the training session. So the time constraint of the study hindering the course of vast area and time for preparing a report within the mentioned period is really difficult.                                                                  1.8.2 Accessibility: 

Another limitation of the study is to access the internal records of the Bank.
1.8.3 Lack of discussion: 

Although bankers were trying their best to give me time for discussion, but their nature of duty is that they give me little time to discuss.
1.8.4 Lack of records: 

There are insufficient books, publications periodical statement; facts and figures narrowed the scope of accurate analysis. If this limitation were not been there, then the report would have been more useful and attractive.
1.8.5 Poor library facility:

Islami Bank Bangladesh Ltd. is not enriched with periodical Book and Journals. Lack of Books and Journals I had faced difficult in preparation of Foreign Exchange.
CHAPTER-2:

Overviews of Islami Bank Bangladesh Ltd.
· Background of the Organization

· Mission, Vision, Objectives and Strategies of IBBL

· Organization Structure of IBBL
· Branches of IBBL Functions of IBBL
· Nature of Business
· Principle products and services
· Strategic, Operational, Legal Issues and Problems
· An Assessment of the Company’s  current state of operation and future direction
· Welfare activities of IBBL
2.1 Background of the organization
2.1.1. Islami Bank Bangladesh Limited (IBBL) at a glance

Islam is not only a religion but also a complete code of life and Islami Banking & finance is an integral part of life of a Muslim. Similarly Shari’ah Concept and principles are unavoidable code of business operations of the Bank. An Islami Bank is a financial institute whose status, rules and procedures expressly state its commitment to the principles of Islamic Shari’ah and to the banning of the receipt and payment of interest on any of its operation. Islamic bank is essentially a normative concept and could be defined as conduct of banking in consonance with the ethos of value system of Islam.  The principle sources of Islamic Banking are “Quran” and “Hadith”. Islamic banking is systems of financial intermediation that avoids receipt and payment of interest in its transactions and conducts its operations in a way that it helps achieve the objectives of an Islamic economy. Alternatively, this is a banking system whose operation is based on Islamic principles of transactions of which profit and loss sharing (PLS) is a major feature, ensuring justice and equity in the economy. That is why Islamic banks are often known as PLS-banks.

Islami Bank Bangladesh Limited is a Joint Venture Public Limited Company engaged in commercial banking business based on Islamic Shari'ah with 58.03% foreign shareholding having largest branch network (236 Branches & 30 SME/Krishi Branches i.e. total 266 Branches) among the private sector Banks in Bangladesh. It was established on the 13th March 1983 as the first Islamic Bank in the South East Asia.
It is listed with Dhaka Stock Exchange Ltd. and Chittagong Stock Exchange Ltd. Authorized Capital of the Bank is Tk. 20,000.00 Million ($244.87 Million) and Paid-up Capital is Tk. 10,007.71 Million ($122.53 Million) having 63,001 (30.06.2011) shareholders as on 31st December 2011.
2.1.2 The relationship between Banking system and Islam


Figure 02:  The Relation Ship between Banking System and Islam.

2.1.3 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, the President of People’s Republic of Bangladesh While addressing the third Islamic conference held at Mecca 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 the president indicated favorable attitude of the government of the People’s Republic of Bangladesh towards establishing Islamic banks and financial institution in the country.

In early November 1980, 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 from for immediate introduction. Two professional bodies of Islami Economics Research Bureau (IERB) and Bangladesh Islami Bankers’ Association (BIBA) made significant contribution towards introduction of Islami banking in the country.

They came forward to provide training of Islamic banking to top bankers and economists to fill up the vacuum of leadership for the future Islami bank in Bangladesh. They also had seminars, symposiums and workshops on Islami economic and banking throughout the country to mobilize public opinion in favor of Islami banking. Their professional activities were reinforced by a number of Muslim entrepreneurs working under the support of the then Muslim Businessmen society (now reorganized as Industrialist & Businessmen Association). The body concentrated mainly in mobilizing equity capital for the emerging Islami bank.

At last, the long drawn struggle to establish an Islami bank in Bangladesh become a reality and Islami bank Bangladesh limited was established in march 1983 in which 19 Bangladeshi national, 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 made the dream a reality.
2.2.  Mission, Vision, Objectives and Strategies of IBBL

2.2.1. Mission
· To establish Islami Banking Through the introduction of a welfare-oriented banking system.

· To ensure equity and justice in the field of all economic activities.

· To achieve balance growth and equitable development through diversified investment operations particularly in the priority sectors and less development areas of the country.

· To encourage socio-economic upliftment and financial services to the low income community particularly in the rural areas.

2.2.2. Vision

IBBL’s vision is to always strive to achieve superior financial performance, be considered a leading Islamic Bank by reputation and performance.

· To establish and maintain the modern banking techniques, to ensure soundness and development of the financial system based on Islamic principles and to become the strong and efficient organization with highly motivated professional, working for the benefit of people, based upon accountability, transparency and integrity in order to ensure stability of financial systems.

· To encourage people savings in the form of direct investment.

· To encourage investment particularly in projects those are more likely to lead to higher employment.

2.2.3. Strategic Objectives

· To ensure customers' satisfaction.

· To ensure welfare oriented banking.

· To establish a set of managerial succession and adopting technological changes to ensure successful development of an Islamic Bank as a stable financial institution.

· To prioritize the clients welfare.

· To emerge as a healthier & stronger bank at the top of the banking sector and continue stable positions in ratings, based on the volume of quality assets.

· To ensure diversification by Sector, Size, Economic purpose & geographical location wise Investment and expansion need based Retail and SME/Women entrepreneur financing.

· To invest in the thrust and priority sectors of the economy.

· To strive hard to become an employer of choice and nurturing & developing talent in a performance-driven culture.

· To pay more importance in human resources as well as financial capital.

· To ensure lucrative career path, attractive facilities and excellent working environment.

· To ensure zero tolerance on negligence in compliance issues both sharia’h and regulatory issues.

· To train & develop human resources continuously & provide adequate logistics to satisfy customers’ need.

· To be excellent in serving the cause of least developed community and area.

· To motivate team members to take the ownership of every job.

· To ensure development of devoted and satisfied human resources.

· To encourage sound and pro-active future generation.

· To achieve global standard.

· To strengthen corporate culture.

· To ensure Corporate Social Responsibilities (CSR) through all activities.

· To promote using solar energy and green banking culture and ecological balancing

2.3. Organization structure of IBBL

2.3.1. Management of IBBL:

A Board of Directors consists of 13 directors those are elected from the foreigners and local shareholders. They provide policy guide lines to Islami Bank Bangladesh limited.  The Board of Directors forms an Executive Committee for smooth and efficient operations of the Bank Executive Committee consists the members of the Board. Besides, a Management committee consisting of the senior executives headed by the chief executive looks after the actual operations of the Bank.
2.3.2. Shari'ah Supervisory Committee
The Shari’ah Supervisory Committee of the Bank plays a vital role in framing and exerting policy for strict adherence of Shari’ah principles in the Bank. As per Islamic Banking Guideline circulated by Bangladesh Bank, The Shari’ah Supervisory Committee is represented by 12 members consisting of prominent Ulama having adequate knowledge in Fiqhul Moamalat, renowned lawyers and eminent economists. The Shari’ah Supervisory Committee of IBBL gives opinions and guidelines to implement and comply of Shari’ah principles in all activities of the Bank particularly in the modes of investment. The Committee is governed by a bye-laws approved by the Board of Directors.

As part of major responsibilities of the Committee, Shari’ah inspections is also conducted in all the branches under its direct supervision to ensure Shari`ah compliance in all activities of the Bank.
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Figure 03.: Board of Directors
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Figure 04.: Managing Director
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Figure 05: Board Secretariat
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Figure 06: Human Resource Division

2.2.1 BRANCHES OF IBBL
The bank now continues its operation with 251 branches across the country, mainly in Dhaka, Chittagong, Noakhali, Comilla, Sylhet, Jessore, Rajshahi and Khulna etc. The district wise pictorial presentation of the branches appears as follows
Figure 07: Map of Bangladesh Showing the Branch of IBBL

2.3. Functions of IBBL 

Islami Bank Bangladesh limited is performing the following functions:

· To maintain all types of deposit accounts.

· To make investment.

· To handle foreign exchange business.

· To extend other banking services.

· To conduct social welfare activities through Islami Bank Foundation.

2.1.1. Features of IBBL

The bank is committed to run all its activities as per IslamiShariah. IBBL through its steady progress and continuous   success has earned the reputation of being one of the leading private sector banks of the country. The distinguishing feature s of IBBL is as follow:

· All its activities are conducted on interest-free banking system according to Islamic Shariah.

· Establishment of participatory banking instead of banking on debtor-creditor relationship.

· Investment is made through different modes permitted under IslamiShariah

· Investment income of the Bank is shared with the Mudaraba depositors according to a ratio to ensure a reasonable fair rate of return on their depositors.

· 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 up liftmen 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 balanced growth and equitable development of the country through diversified investment operations particularly in the priority sectors and in the less developed areas.

· It extends co-operation to the poor, the helpless and the low-income group for their economic development.

2.4. Nature of Business
The Islami Bank Bangladesh Limited is pioneer in introducing Shari’ah based interest free utiliz banking in Bangladesh with a mission to establish welfare oriented banking system and to ensure equity and justice in the field of all economic activities. All of its activities are directed on principles of Islamic Shari’ah.There is Shari’ah council, which is entrusted with the responsibility for ensuring that the activities of the bank are being conducted on the precepts of Islam.IBBL is one of the leading first generation private sector banks in Bangladesh, which provides all kinds of commercial banking service. 
2.5. Principle Products & Services
Islami Bank Bangladesh Ltd. offers all types of commercial banking services based on Islamic Shari’ah.Main products of the banks are as follows:
2.2.1. Deposit Products:
· Al-Wadiah Current Account.

· Mudaraba Hajj Savings Account.

· MudarabaWaqf Cash Deposit Account.

· Mudaraba Special Savings (Pension) Account.

· MudarabaMohor Savings Account.

· Mudaraba Savings Bond.

· Mudaraba Monthly Profit Deposits Account.

· Mudaraba Term Deposits Account.

· Mudaraba Savings Deposits Account.

· Mudaraba Special Notice Deposits Account.

· Mudaraba Foreign Currency Deposits Account etc.
2.3.2. Investment Products

· Bai-Murabaha

· Bai Muazzal

· Bai Salam

· Hire Purchase

· Hire Purchase under Shirkatul Melk

· Musharaka

· Mudaraba

2.3.3. Foreign Exchange

· Export

· Import

· Remittance

2.3.4. Others

· Issuance of T.T, D.D, P.O

· Locker Service

· Bankers to the Issue etc.
2.6. Strategic, operational, legal issues and problems

The implementation of an interest-free banking raises a number of questions and potential problems if seen from the macro and micro operational point of view. A partial list of the issues confronting Islamic banks includes:

2.4.1 Issues related to Macro Operation

· Liquidity and Capital

· Valuation of Bank Assets

· Credit Creation and Monetary Policy

· Financial Stability

· The Ownership of Banks

· Lack Capital Market and Financial Instruments

· Insufficient Legal Protection

2.4.2. Issues Related to Micro Operation of Islamic Banks

· Increased Cost of Information

· Control over Cost of Funds

· Mark-up Financing

· Excessive Resort to the Murabaha Mode

· Utilization of Interest Rate for Fixing the Profit Margin in Murabaha Sales

· Financing Social Concerns

· Lack of Positive Response to the Requirement of Government Financing

These are some of the immediate problems confronting policy makers and regulators. Of course, it has to be kept in mind that these issues are at their elementary level of discussion. Much work has to be undertaken in terms of procedures, infrastructure and allowing a new framework to develop and mature. The ensuing analysis should make some these issues clearer, but the progress so far has been less than substantial.

2.4.3. CONSTRAINTS FACED BY ISLAMIC BANKS IN BANGLADESH

· Constraints faced by Islamic banks in Bangladesh are analyzed as below.

· Problem with legal reserve requirement

· Lack of opportunities for profitable use of surplus funds

· Apprehension of liquidity crisis and possibility of liquidity surplus

· Problems in capital market investment

· Absence of inter-bank money market

· Predominance of Murabaha financing

· Depression of Profit

· Absence of legal framework

· Absence of Islamic insurance company

2.7. An assessment of the company’s current state of operations and future directions
2.5.1 Company’s Current State of Operation: (update- January 2012)
	Financial Information:
	 
	 

	Authorized Capital
	 
	Tk. 20,000.00 Million ($244.87 Million)

	Paid-up Capital
	 
	Tk. 10,007.71 Million ($122.53 Million)

	Deposits
	 
	Tk. 341,361.00 Million ($4,179.50 Million) (Provisional)

	Investment
(including Investment in Shares)
	 
	Tk. 341,031.00 Million ($4,175.46Million) (Provisional)

	Foreign Exchange Business:

	Import
	 
	Tk. 301,207.00 Million ($3,687.87 Million) (Provisional)

	Export
	 
	Tk. 178,244.00 Million ($2,182.36 Million) (Provisional)

	Remittance
	 
	Tk. 236,607.00 Million ($2,896.93Million) (Provisional)

	Branches:

	Total number of Branches
	 
	236

	Total number of SME Krishi Branches
	 
	30

	Total Branches
	 
	266

	Number of AD Branches
	 
	43

	Number of Shareholders
	 
	63,001 (30.06.2011)

	Manpower
	 
	11,465


Table 01: COMPANY’S CURRENT STATE OF OPERATION: (UPDATE- JANUARY 2012)

2.5.2. Future Policy Directions

It is evident from the research findings that Islamic banking could be the most efficient system if it were allowed to operate as a sole system in an economy. However, when it starts operation within the conventional banking framework, most of its efficiencies are lost. The study demonstrates that it is not the inherent shortcomings of Islamic banking system that is responsible for its relative inefficiency. Rather it is the continuation of legacies of the conventional banking system that jeopardizes an efficient operation and functioning of Islamic banks in the economy. The policy implication is not that Islamic banks should never be floated within the conventional banking framework. Rather it is the conventional banking system whose operational mechanism needs to be reviewed into PLS-system considering   beneficial impact of the latter on the economy. However, as long as Islamic banks are to operate within the conventional banking framework, the recommendations under the following heads may be taken note of.

2.5.3. Banking Philosophy

There seems to be a gap between the ideals and actual practice of Islamic banks. In their reports, booklets, bulletins and posters these banks express their commitment to striving for establishing a just society free from exploitation. The present study shows that a little or no progress has been achieved so far in that regard. Though this failure is attributed mainly to the pervasive influence of conventional banking system itself, lack of vigilance of the promoters of Islamic banking in realizing the objective is no less to blame. The shortcomings need to be identified. Particularly, it has to be seen whether there is any scope to open up alternative avenues to arrest the causes of efficiency erosion. There should be a thorough review of policies that have been pursued by these banks for about a decade, and points of departure have to be identified to redesign their course of action. This is a very crucial issue because of the fact that people at the mass level find very little difference between the banking operations of Islamic banks and that of their conventional counterparts. Until and unless a quick change in policy followed by clear actions takes place, the credibility that Islamic banks have achieved so far may be tarnished away very soon.

The first action that deserves immediate attention is the promotion of the image of Islamic banks as PLS-banks. Strategies have to be carefully devised so that the image of Islamic character and solvency as a bank is simultaneously promoted. The following strategies are suggested for immediate application:

(a)     Pilot schemes in some selected areas should be started to test innovative ideas with profit-loss -sharing modes of financing as major component. This type of scheme may be experimented both in urban and rural areas. The strategy will serve as a ready reference that Islamic banks are in the process of transforming themselves as PLS-banks. Side by side, they will gain experiences from real situation as to the problems that might come up while implementing profit-loss-sharing modes on trial and error basis.

(b)     Islamic banks should clearly demonstrate by their actions that their banking practices are guided by profitability criterion thereby establishing that only Islamic banking practices ensure efficient allocation of resources and provide true market signals through PLS-modes.

(c)     Islamic banks should continuously monitor and disseminate through various media the impact of their operations on the distribution of income primarily between the bank and the other two parties: the depositors and the entrepreneurs and then on different income groups of the society. These presuppose establishment of a fully equipped research academy in each Islamic bank.

2.5.4. Stepping up for Distributional Efficiency

The task is more challenging for Islamic banks, as they have to promote their distributional efficiency from all dimensions together with profitability. Islamic banks, step by step, have to be converted into profit-sharing banks by increasing their percentage share of investment financing through PLS-modes. The Islamic banks, to do that, can be selective in choosing clients for financing under PLS-modes.

Islamic banks should establish a direct functional relationship between the income of the bank and that of the depositors and between the income of the bank and that of the entrepreneurs. The relationship improves with the share of bank financing under PLS-modes increases. Islamic banks should immediately take measures to revert the trends of resource transfer from both low-income groups to high-income groups and from rural to urban areas. This is extremely important from the viewpoint of their banking philosophy as well as for their tacit commitment for distributional equity. They should develop a monitoring mechanism by which distributional impact of their banking operation could be traced out and necessary policy can be formulated to continuously improve the equity situation. Banking inequality index developed in the present study might be useful for this purpose particularly in the case of inter group transfer of incomes.

The Islamic banks should actively consider utilization of rural potentials from both efficiency and equity grounds in the context of the present-day socio-economic conditions of Bangladesh. Strong commitments and stepping up through experiment and implementation of innovative ideas are the appropriate ways to do that.

2.5.5. Promotion of Allocative Efficiency

The Islamic banks can improve their a locative efficiency by satisfying social welfare conditions in the following manner.  (a) They should allocate a reasonable portion of their investible funds to social priority sectors such as agriculture (including poultry and fishery), small and cottage industries and export-led industries such as garments, shrimp cultivation, etc. (b) When the percentage shares of allocation of investible funds are determined, profitability of the projects should be the criterion for allocating loan able funds. The criterion would be best satisfied if more and more projects were financed under PLS-modes.

2.10. Welfare Activities of IBBL
Welfare is a condition of having good health, comfortable living and pleasant working conditions (Hornby). Hence, it can be said that welfare services are those which ensure conditions of having good health, comfortable living and working conditions, which are generally one’s basic needs. Islam views work as the primary means of earning and acquiring income and wealth. But if real income is not sufficient to purchase necessities of life, then welfare services become essential in a society to maintain the minimum standard of living of the people. In fact, in every society, there are many people who lack the necessary income and, consequently, face inadequate lifestyles due to unemployment and under-employment. Their condition cannot improve if welfare services remain absent and concentration wealth remains in certain segments of society. The Quran states the principle that “wealth should not circulate only among the rich” [59:7]

The Quran also encourages people to contribute generously to social welfare and helping the needy in society. Thus the Quran establishes the general principle of generous welfare spending while encouraging sacrificial levels of spending perhaps for social crises and for conditions demanding high financial support. Thus Islam calls for the meeting of the basic needs of the poverty groups through welfare services, which might include – 

2.6.1 Care for others:

Abdullah, A.1987mentioned that care for others, or helping behavior, is another cardinal principle of Islamic economic behavior. It tempers the self-interest that is ingrained in human nature to ensure survival. It is a natural concomitant of trusteeship, since one serves the Master by caring for His people. The Prophet, peace is upon him, said: “Mankind is God’s dependents, so the most beloved of people in the Sight of Allah are those who do good to His dependents. “Helping behavior is required because of the interdependent nature of manhood life. There is no fulfillment in life without interaction with others; individual facility requires socialization. The exclusive pursuit of self-interest in social relations is counter-productive; it defeats its own purpose. Men serve their individual and collective interest best when each individual cares for the welfare of others while striving to protect and promote his own interest. This is what religion teaches. Those who deny it, deny religion.

2.6.2. Zakat:

Zakat is one of the five pillars of Islam. In a broad sense, it is only for social welfare purposes as specified by the Quran: “The Zakat is (meant) only for the poor and the needy, those who collect the tax, those whose hearts are to be won over, for the freeing of human beings from bondage, for the relief of those overwhelmed by debts, for the cause of God (all priority social needs), and for the wayfarer: (this is) an ordinance from God and God is all-knowing, Wise”[9:60].

2.6.3. Qard Hasan(benevolent loan):

Since interest on all kinds of loan is prohibited in Islam, a loan, which is to be given in accordance with the Islamic principle, has to be, by definition, a benevolent loan (Qard Hasan), i.e. a loan without interest. It has to be granted on the grounds of compassion; to remove the financial distresses caused by the absence of sufficient money in the face of dire need. Since banks are profit-oriented organizations, it would seem that there is not much scope for the application of this technique. However, Islamic banks also play a socially useful role. Hence, they make provisions to provide Qard Hasan besides engaging in income generating activities. However practices differ in this respect. Some banks provide the privilege of interest free loans to the holders of investment accounts at the bank. Some other banks have the provision to provide interest free loans to needy students and other economically weaker sections of the society. Yet, some other banks provide interest free loans to small producers, farmers, entrepreneurs who are not qualified to get financing from other sources. The purpose of these interest free loans is to assist them in becoming financially independent or to assist in raising their incomes and standard of living.

2.6.4. Mobilization of Zakah:

A pioneering experiment putting the principles of Islamic banking into practice was conducted in Mit-Ghamr in Egypt from 1963 to 1967, in which three types of accounts were operated. A Zakah account was one of them. The Zakah account attracted the stipulated amount of Zakah for redistribution amongst the poor (Ahmad, K. (2000)). Since Islamic banks follow the rules of The Islamic Shari’ah, they have to pay Zakah on their own resources (capital assets etc.), which paved the way for mobilization of financial resources for the needy and poor. “An Islamic bank accumulates its Zakah in the Zakah fund and distributes amongst the poor as per Islamic Shari’ah”.

2.6.5. Rotating Savings and Credit Associations: 

This credit program is intended to alleviate poverty. Under this program a small number of individuals, typically six to forty, form a group and select a leader who periodically collects a given amount (a share) from each member. The money collected (the fund) is then given in rotation to each member of the group. The leader receives no special consideration (other than possibly getting the first fund). He may also get commission, who in return may assume liability for defaults. Loans are interest-free. This program helps to generate economic activities among the poor in the non-corporate sector. It deals with informal finance and credit packages that improves the situation of poorer families and creates local income opportunities for the people. It also discourages internal migration. At a grass root village and local level it is directed towards landless laborers, marginal farmers, fishermen, small artisans, (e.g. blacksmith, carpenter, potter and handicraft producer), urban unemployed, small traders, rural industries and small to medium scale business enterprises.
2.6.6. Empowerment and Humanizing Family Credit Program:

Under this program, the bank is operating with a human face. For example, it offers financing of consumer durable assets for the newly married couple provided marriage is dowry free. 
2.6.7. Environmental Friendly Business Program: 

This credit program is directed towards small traders of Tokai (mainly street children of distressed parents) with a recovery rate of 100%

2.6.8. Social Fund:

Every IB has already established its social fund by mobilizing voluntary social saving, linked to its all Formal, Non-formal and Voluntary Sector Banking operations. IB has been able to mobilize a surplus Social Fund for social investment purposes in the family empowerment action program, social education fellowship program, and in the health and social services sector.

2.6.9. Cash Waqf Certificate:

IBBL has already introduced the Cash Waqf Certificate Scheme intended to empower the family heritage of the rich and to benefit society as a whole. It could, be the most effective and perpetual mode of deposit mobilization and use of its profit for perpetual social investment and benefits is virtually unlimited. A waquif can choose the purpose (s) to be served by his investment from the list of some purposes identified by IB; which are related with Family Rehabilitation, Education and Culture, Health and Sanitation, Social Utility Service, or any other purpose(s) approved by Islamic Shari’ah.

2.6.10. Welfare Oriented Special Investment Schemes

1. Household Durables Scheme

2. Housing Investment Scheme

3. Real Estate Investment Scheme

4. Transport Investment Scheme

5. Car Investment Scheme

6. Investment Scheme for Doctors

7. Small Business Investment Scheme

8. Agriculture Implements Investment Scheme

9. Rural Development Scheme

10. Micro Industries Investment Scheme

11. Women Entrepreneurs Investment Scheme

12. Mirpur Silk Weavers Investment Scheme

Equity and Entrepreneurship Fund of Bangladesh Bank
CHAPTER-3:
Concept Banking
· Definition and Concept of Islamic Bank 

· Aims and Objectives of Islami Banking 
· Goals of Islami Banking 

· Features of Islamic Bank 
· Characteristics of Islamic Bank 
· Difference between Conventional Bank and Islamic Bank
3.1 Definition and Concept of Islamic Bank
The definition of “Islamic Banking” and prove whether its activities are unequal to the conventional banking system & satisfy the principle of Islamic Shari’ah. Definition given by ‘OIC’ is- “An Islami bank is financial institution whose statutes, rules and regulations expressly state it’s commitment to the principle of Islamic shra’ah and to he banning of the receipt and payment of interest on any of its operation”. This definition indicates that IBBL is more convenient and acceptable to the Muslim mankind. 
Islamic Bank is committed to conduct all kinds of banking activities on the basis of profit-loss sharing system. The objective of the Islamic Shari'ah is to promote the welfare of the people which lies in safeguarding their faith, their life, their intellect, their posterity and their wealth. The basis of this Shari'ah is wisdom and welfare of the people in this world as well as the hereafter, which lies in complete justice, mercy, well-being and wisdom.  
3.2. Aims and Objectives of Islami Banking
The primary objective of establishing Islamic banks all over the world is to promote, foster and develop the application of Islamic principles in the business sector. Its objectives are different from conventional banking that is as follows:
· Conducting interest- free banking  

· Establishing participatory banking instead of banking on debtor- creditor relationship.

· Investing through different modes permitted under Islamic Shariah. 

· Accepting deposits on profit- loss sharing basis 

· Establishing welfare oriented banking system.

· Extending co-operation to the poor, the helpless and the low-income group for their economic enlistment

· Playing a pivotal role in human development and employment generation.
3.3. Goals of Islami Banking

· To establish Ihsan (gracious conduct or kindness) in economic affairs

· Establishment of Maroof (proper and good acts, institutions) in economic life.

· Elimination of Munker (Evil, wrong of injurious practices) from economic life.

· To achieve maximum economic growth

· To maximized employment to ensure maximum distribution of wealth in society

· To achieve universal education and to encourage co-operation in society.
3.4. Features of Islamic Bank
3.4.1. Prohibition of interest

The traditional capitalist banking system depends on interest. It receives interest for providing loans and pays interest for taking loans. The spread between these two interests is the source of its profit. But according to Islamic Shariah all types of interest is banned. So, Islamic bank does not carry on business of interest and it completely avoids the transaction of interest.

3.4.2. Investment Based on Profit

After departing from interest, the alternate ways of income for Islamic bank is investment and profit. Thus IBBL gives up any transaction of interest and makes investments based on profit. Bank distributes its profit to its depositors and shareholders. 
3.4.3. Investment in Halal Business
Islamic Shariah has banned the business of haram goods. For example, Islam not only forbids the drinking of alcohol but also banned any business of alcohol. Therefore, Islamic bank does not get any haram business and only do halal business. 

3.4.4. Halal Paths and Procedures

Islamic Shariah also rejects any haram path or process in case of a halal business. Therefore, Islamic bank system only allows the halal path procedures of halal business.
3.5 Characteristics of Islamic Bank
· It is a financial institution.

· It is a business institution.

· It operates its business activities free from interest.

It is run according to rules and regulation formed and amended by Shariah council.

· It is profit-loss shearing business organization.

· It provide loan as Quard Hasana for social welfare.

· It gives Zakat on its capital according to Islamic Shariah.

· It leads all of its transaction according to Islamic law.
3.6. Difference between Conventional Bank and Islamic Bank

	Conventional Banking
	Islamic Banking

	1. The functions and operating modes of conventional banks are based on manmade principles.
	1. The functions and operating modes of Islamic banks are based on the principles of Islamic Shariah.

	2. The investor is assured of a predetermined rate of interest. 
	2. In contrast, it promotes risk sharing between provider of capital (investor) and the user of funds (entrepreneur).

	3. It aims at maximizing profit without any restriction.
	3. It also aims at maximizing profit but subject to Shariah restrictions.

	4. It does not deal with Zakat.
	4. In the modern Islamic banking system, it has become one of the service-oriented functions of the Islamic banks to collect and distribute Zakat.

	5. Leading money and getting it back with interest is the fundamental function of the conventional banks.
	5. Participation in partnership business is the fundamental function of the Islamic banks.

	6. Its scope of activities is narrower when compared with an Islamic bank.
	6. Its scope of activities is wider when compared with a conventional bank. It is, in effect, a multi-purpose institution.

	7. It can charge additional money (compound rate of interest) in case of defaulters.
	7. The Islamic banks have no provision to charge any extra money from the defaulters.

	8. In it very often, bank’s own interest becomes prominent. It makes no effort to ensure growth with equity.
	8. It gives due importance to the public interest. Its ultimate aim is to ensure growth with equity.

	9. For interest-based commercial banks, borrowing from the money market is relatively easier.
	9. For the Islamic banks, it is comparatively difficult to borrow money from the money market.

	10. Since income from the advances is fixed, it gives little importance to developing expertise in project appraisal and evaluations.
	10. Since it shares profit and loss, the Islamic banks pay greater attention to developing project appraisal and evaluations.

	11. The conventional banks give greater emphasis on credit-worthiness of the clients.
	11. The Islamic banks, on the other hand, give greater emphasis on the viability of the projects.

	12. The status of a conventional bank, in relation to its clients, is that of creditor and debtors.
	12. The status of Islamic bank in relation to its clients is that of partners, investors and trader.

	13. A conventional bank has to guarantee all its deposits.
	13. Strictly speaking, and Islamic bank cannot do that.


CHAPTER-4:
Foreign Exchange and Foreign Trade.

· Definition of Foreign Exchange
· Description of the Foreign Exchange
· Foreign Trade (Import and Export)
· Import
· Export
· Foreign Remittance 
4.1. Definition of  Foreign Exchange
Foreign Exchange means exchange foreign currency between two countries. It we consider ‘Foreign Exchange’ as a subject, then it means all kind of transactions related to foreign currency. In other wards foreign exchange deals with foreign financial transaction.

H.E Evitt defined ‘Foreign Exchange’ as the means and methods by which rights to wealth expressed in terms of  the currency of one country are converted into fights to wealth in terms of the currency of another country.

4.2. Description of the foreign exchange
Foreign Exchange Department is international department of the bank. It deals with globally and facilities international tread through its various modes of services. It bridges between importers and exporters. Bangladesh bank issues license to scheduled banks to deal with foreign exchange. These banks are known as Authorized Dealers. If the branch is authorized dealer in foreign exchange market, it can remit foreign exchange from local country to foreign country. This department mainly deals with foreign currency. This is why this department is called foreign exchange department.

4.2.1 Regulations of foreign exchange :

Foreign Exchange Regulation (FER) Act,1947 enacted on 30th march, 1983 in the then British India provides the legal basis for regulating certain payments, dealings in foreign exchange and securities and the import and export of currency and bullion. This Act was first adapted in Pakistan and then, in Bangladesh. The Act is reproduced at Appendix. Bangladesh bank is responsible for administration of regulations under the Act. Appendix  provides a list of Bangladesh bank’s offices and their jurisdiction.

* Basic regulations under the FER Act are issued by the Government as well as by the Bangladesh Bank in the form of  Notification which are published in the Bangladesh Gazette. Notification issued by the Bangladesh government and erstwhile Government of Pakistan and the Bangladesh bank and the erstwhile state bank of  Pakistan are reproduced at Appendices   and     .directions having general application are issued by Bangladesh Bank in the form of notifications, foreign exchange circular letters.

* Authorized Dealer (Ads) in foreign exchange are required to bring the foreign exchange regulations to the notice of their customers in their day-to-day dealing and to ensure compliance with the regulations by such customers. The Ads should report to the Bangladesh bank any attempt, direct or indirect, of evasion of the provisions of the Act, or any rules, orders or directions issued there under.

* The Ads must maintain adequate and proper records of all foreign exchange transactions and furnish such particulars in the prescribed returns for submission to the Bangladesh bank. They should continue to preserve the records for a reasonable period for ready reference as also for inspection, if necessary, by Bangladesh bank’s officials.

4.2.2. Sub-Section of Foreign Exchange in IBBL:

IBBL shymoli branch foreign exchange department has three sub-sections. There are as follows:

            ***  Import Section

            ***  Export section

           ***   Remittance section

Total Foreign Exchange Business Trend of  IBBL in Shymoli Branch
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Chart No 01   : IBBL Kawranbazar Branch Total Foreign Exchange Business Trendduring the year 2005-2011
Foreign trade (Import and Export) and remittance business 
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Chart No 02   : IBBL Kawranbazar Branch total Import, Export and Remittance business in 2011.
Foreign trade and Remittance: Performance of year 2010 and 2011 compared:
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Chart No 03  : IBBL Kawranbazar Branch Total Foreign business in 2010 & 2011.
4.3 Foreign Trade (Import and Export):
Foreign trade can be easily defined as a business activity, which crosses national boundaries. These may be between parties or government ones. Trade among nations is a common occurrence and normally benefits both the exporter and importer. In many countries, international trade accounts for more than 20% of their national incomes.

Foreign trade can usually be justified on the principle of comparative advantage. According to this economic principle, it is economically profitable for the country to specialize in the production of that commodity in which the producer country has the grater comparative advantage and to allow the other country to produce that commodity in which it has the lesser comparative advantage. It includes the spectrum of goods, services, investment, technology transfer etc. this trade among various countries calls for lose linkage between the parties dealing in trade..

The international trade can be illustrated by the following diagram


Figure 08: The international trade can be illustrated by the following diagram

5.3.1. Letter of credit:

Letter of credit (L/C) can be defined as a “Credit Contract” whereby the buyer’s bank is committed (on behalf of the buyer) to place an agreed amount of money at the seller’s disposal under some agreed conditions. Since the agreed conditions include, amongst other things, the presentation of some specified documents, the letter of credit is called Documentary Letter of Credit. The Uniform Customs and Practices for Credit (UCPDC) published by international chamber of commerce (1993) Revision Publication NO.600 defines documentary credit:

Any arrangement however named or described whereby a bank (the “issuing bank”) acting at the request and on the instructions of a customer (the “Applicant”) or on its own behalf,

1. is to make a payment to or to the order of a third party (the beneficiary) or is to accept and pay bills of exchange (Drafts) drawn by the beneficiary, or

2. Authorizes another bank to effect such payment or to accept and pay such bills of exchange (Drafts)

3. Authorizes another bank to negotiate against stipulated documents provide that terms and conditions are conditions are complied with.

4.3.2. Types of Documentary Credit:

Documentary Credits may be of two types such as:

a) Revocable Credit.

b) Irrevocable Credit 

a) Revocable Credit:

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

In case of seller (beneficiary), revocable credit involves risk, as the credit may be amended or cancelled while the goods are in transit and before the documents are presents, or although presented before payments has been made. The seller would then face the problem of obtaining payment on the other hand revocable credit gives the buyer maximum flexibility, as it can be amended or cancelled without prior to the moment of payment buy the issuing bank at which the issuing bank has made the credit available. In the modern banking the use of revocable credit is not widespread.

b) Irrevocable credit:

An irrevocable credit constitutes a definite undertaking of the issuing bank (since it can not be amended or cancelled without the agreement of all parties thereto), provided that the stipulated documents are presented and the terms and conditions are satisfied by the seller. This sort of credit is always preferred to revocable letter of credit.   

4.3.3. Parties to a letter of credit:

The parties are:

· The Issuing Bank,

· The Confirming Bank, if any, and

· The Beneficiary.

Other parties that facilitate the Documentary Credit are:

· The Applicant,

· The Advising Bank,

· The Nominated Paying/ Accepting Bank, and

· The Transferring Bank, if any. 

Terms those are related to the letter of credit transactions are as follows:

I. Importer – seller who applies for opening the L/C.

II. Issuing Bank – It is the bank which opens/ issues a L/C on behalf of the importer.

III. Confirming Bank – It is the bank, which adds its confirmation to the credit and it is done at the request of issuing bank. Confirming bank may or may not be advising bank.

IV. Advising / Notifying Bank: is the bank through which the L/C is advised to the exporter. This bank is actually situated in exporters country. It may also assume the role of confirming and / or negotiating bank depending upon the condition of the credit.

V. Negotiating Bank – is the bank, which negotiates the bill and pays the amount of the beneficiary. The advising bank and the negotiating bank may or may not be the same. Sometimes it can also be confirming bank.

VI. Paying / Accepting Bank – is the bank on which the bill will be drawn (as per condition of credit). Usually it is the issuing bank.

VII. Reimbursing Bank – is the bank, which would reimburse the negotiating bank after getting payment- instructions from issuing bank.

 How the parties are involved in a letter of credit process:





Figure 09:  How the parties are involved in a letter of credit process.
4.3.4. Some important documents of L/C: 

a. Forwarding

b. Bill of Exchange 

c. Invoice

d. Packing List

e. Bill of Lading

f. Certificate of Origin

g. Shipment Advice
4.3.5. FORM –IMP: 

This from is prepared for maintaining account of the money, which goes out side the country for purpose of payment. This from is required by Bangladesh Bank. It is an application for permission under 4/5 of the Foreign Exchange Regulation Act, 1947 to purchase foreign currency for the payment of import.

4.3.6. Copies of IMP- FROM

IMP- FROM has four copies:

1. Original copy for Bangladesh Bank.

2. Duplicate copy for authorized dealers. It is issued for processing Exchange Control copy of bill of entry or certified invoice.

3. Triplicate copy for authorized dealer’s record.

4. Quadruplicate copy for submission to the bank in case of imports where documents are retired.

Following documents are sent with FROM- IMP: 

i.   Letter of Credit Authorization From,  

ii . One copy of invoice,

iii .Indent copy / Pro- forma invoice.    

The following information is included in the FORM-IMP:

i.       Name and address of the authorized dealer,

ii. Amount of foreign currency in words and figures,

iii. Names and address of the beneficiary,

iv. L/C Authorization From number and date,

v. Registration number of L/C Authorization From with Bangladesh Bank, and

vi. Description of the goods.   

4.4. Import:
Import of goods into Bangladesh is regulated by the ministry of commerce and industry in terms of the import and export (control) Act, 1950, with import policy orders issued by annually, and public Notices issued from time to time by the office of the chief Controller of import and export (CCI & E). Through the process of import some vital but which are inadequate in our country products are imported to meet the local needs of the people. Import business of  islami  Bank Bangladesh ltd is very significant for IBBL and National economy.  

4.4.1. Import Mechanism:

To import, a person should be competent to be an ‘importer’. According to Import and Export (control) Act, 1950, the Chief Controller of Import and Export provides the registration (IRC) to the importer. After obtaining this, the person has to secure a letter of credit authorization (LCA) from Bangladesh Bank. And then a person becomes a qualified importer. He requests or instructs the opening bank to open an L/C. 

4.4.2. Import Procedures:

An importer is required to have the following to import through PBL:

I. applicant has to apply for opening L/C by a prescribed form.

II. applicant has to submit the letter of Indent or Letter for pro- forma Invoice. 

Letter of Indent:

Many seller have their agent in seller’s country. If the contract of buying is made between the buyers and the agent of the sellers then Letter of Indent is required.

Letter of pro-forma Invoice:

a. If the contract is made directly between the buyers and seller then Letter of pro-forma Invoice is needed.

b. Applicant has to submit IRC (Indentors  Registration Certificate).It is a certificate being  renewed every year. This certificate is necessary if the contract is made between the buyers and agents of the sellers. IRC is of two types- COM and IND . COM is given for commerce purpose and IND is given for industrial purpose.

c. Applicant has to submit LCAF (Letter of Credit Authorization From).

d. Applicant has to submit insurance document.

e. Applicant has to prepare FORM –IMP.

f. Recently, there has been made a provision to give a certificate  named TIN (Tax Payers Identification Number). Taxation department issues this certificate.

g. Then after proper security bank will open an L/C.

While opening L/C, importer must keep certain percentage of the document value in the bank as margin.

4.4.3. Procedures of opening L/C to Import:

To open L/C , The requirements of an importer are:

1. He must have an account in the bank like IBL.

2. He must have Importers Registration Certificate (IRC) 

3. Report on part performance with other bank. IBBL collects this report from Bangladesh Bank.

4. CIB (Credit Information Bureau) report Bangladesh Bank.

5. A proposal approved by the meeting of executive committee of the bank. It is necessary only when the L/C amount is small or there is no limit.

6. If the L/C amount is large or there is a limit, then an approval from Bangladesh Bank is needed. Usually this approval is needed for amount more than one corer.        

Accounting Treatment for opening L/C:

For opening L/C , importer will apply to the issuing bank. In that case , importer is called applicant or opener. After opening an L/C bank will create a contingent liability. In that case, the accounting posting will be following:

                                               Customers Liability                

Dr.

                                               

Contingent Liability          
Cr.

Generally L/C is opened against some margin.

While paying the money by issuing bank, issuing bank will reverse the above entry and the entry will be 

                                              Contingent Liability                 

Dr.

                                              

Customer Liability              
Cr.

Then the issuing bank will give another entry---

         Payment against Document (PAD)                   Dr.

                                                          IBBL General Account            Cr.

                                                          Exchange Gain                        Cr. 

PAD will debit because the bank will pay the money against some documents. IBBL General Account is a miscellaneous account. It will be credited because by this entry IBBL creates a liability. He has to pay the money to the advising bank. And the gain made by the transaction is shown at Exchange Gain Account.

All these entries are made after receiving some documents from the exporters. The above procedure is called Lodging. After giving the above entry, IBBL will inform the clients for collecting the documents from the bank. Importers will pay the due to the bank qand collects the documents. In that case, the entry will be---

                                                   Party Account                   Dr.

                                                          PAD Account             Cr.

After opening the L/C, IBBL (issuing bank) must receive the documents for any other proceedings. These documents are---

i.. Bill of Lading,

ii. Invoice,

iii. Packing List,

iv. Country of Origin.

4.4.4. Lodgment of the Documents:

After receiving the documents from the exporters, at first IBBL write it in the PAD Registrar. PAD Register contains date, PAD number, L/C number, name of the drawer, name of the drawee, amount, number of copies of various documents, name of the imported items. This written procedure is called Lodgment.

Accounting Application:

While doing lodgment, IBBL makes the following entries—

                                    PAD Account                      Dr.

IBBL General Account                    Cr.

                         Exchange Gain Account                 Cr.

IBBL makes the payment to the reimbursing bank against the documents. That’s why, it debts the PAD Account.

4.5. Export:

Creation of wealth in any country depends on the expansion of production and increasing participation in international trade. By increasing production in the export sector we can improve the employment level of such a highly populated  country  like Bangladesh. Bangladesh exports a large quantity of goods and services to foreign households. Readymade textile garments (both knitted and woven), jute, jute-made products, frozen shrimps, tea are the main goods that Bangladeshi exporters export to foreign countries. Garments sector is the largest sector that exports the lion share of the country’s export. Bangladesh exports most of its readymade garments products to U.S.A and European Community (EC) countries. Bangladesh exports about 40% of its readymade garments products to U.S.A. Most of the exporters who export through IBBL are readymade garments exporters. They open export L/Ss here to export their goods, which they open against the import L/Cs opened by their foreign importers. Export L/C operation is just reverse of the import L/C operation. For exporting goods by the local exporter, bank may act as advising banks and collecting bank (negotiation bank) for the exporter.

4.5.1. Export Policy:

Export policies formulated by the Ministry of Commerce, Government provide the overall guideline and incentives for promotion of exports in Bangladesh. Export policies also sat out commodity-wise annual target. It has been decided to formulate these policies to cover a five year period to make them contemporaneous with the five-year plans and to provide the policy regime.

The export-oriented private sector, through their representative bodies and chambers are consulted in the formulation of export policies and are also represented in the various export promotion bodies set up by the government.

5.5.2. Export Incentives:

A. Financial Incentives:

· Restructuring of Export Credit Guarantee Scheme; Convertibility of Take in current account;

· Export Development Fund;

· Expansion of export credit period from 180 days to 270 days;

· 50% tax rebate on export earnings;

· Duty draw back;

· Bonded warehouse facilities to 100% export oriented firms;

· Duty free import of capital equipment for 100% export oriented firms;

B. General Incentives:   

· National Export Trophy to successful exporters;

· Training course on external trade;

· Arrangement of international trade fairs, commodity-based exhibitions in the country and participation in foreign trade fairs;

C. Other Incentives:

· Assistance in improvement of quality and packaging of exportable items;

· Simplification of export procedures;  
4.5.3. Export procedures:

The import and export trade in our country are regulated by the Import and Export (control) Act, 1950. Under the export policy of Bangladesh the exporter has to get valid Export registration certificate (ERC) from Chief Controller of Import and Export (CCI AND E). The ERC is required to renew every year. The ERC number is to incorporate on EXP forms and other papers connected with exports.

a. Registration of Exporters:

For obtaining ERC, intending Bangladeshi Exporters are required to apply to the controller/ joint controller\ Deputy controller\ Assistant controller of Imports and Exports, Dhaka/ Chittagong/ Rajshahi/ Mymensingh/ Sylhet/ Comilla/ Barishal/ Bogra/ Rangpur/ Dinajpur in the prescribed from along with the following documents:

· Nationality and Assets Certificate;

· Memorandum and Article of Association and Certificate of Incorporation in case of Limited Company;

· Bank certificate;

Income Tax Certificate;

· Trade License etc.      

 b. Securing the Other:

After getting ERC certificate the exporter may proceed to secure the export order. He can do this by contracting the buyers directly or through agent.

In this purpose the exporter may help from:

· License Officer;

· Buyer’s Local Agent;

· Export Promoting Organization;

· Bangladesh Mission Abroad;

· Chamber of Commerce (Local and Foreign)

· Trade Fair etc. 

c. Signing the Contract:

After communicating buyer, exporter has a to get contracted (Writing or Oral) for exporting exportable items from Bangladesh detailing commodity, quantity, price, shipment, insurance and marks, inspection and arbitration etc.

d. Receiving Letter of Credit:

After getting contract for sale, exporter should ask the buyer for Letter of Credit (L/C) clearly stating terms and conditions of export and payment.

The following are the main points to be looked into for receiving/ collecting export proceeds by means of Documentary credit:

· The terms of the L/C are in conformity with those of the contract;

· The L/C is an irrevocable one , preferably confirmed by the advising bank;

· The L/C allows sufficient time for shipment and negotiation.

(Here the regulatory framework is UCPDC-500,ICC Publication)

Terms and conditions should be stated in the contract clearly in case of other mode of payment:

· Cash in Advance;

· Open Account;

· Collection basis (Documentary/ Clean).

e. Procuring the materials:

After making the deal and on having the L/C opened in this favour, the next step for the exporter is to set about the task of procuring or manufacturing the contracted merchandise.

f. Shipment of goods:

Then the exporter should take the preparation for export arrangement for delivery of goods as per L/C and then prepare and submit shipping documents for payment/ Acceptance/ Negotiation in due time.

Documents for Shipment:

· EXP form,

· ERC (valid),

· L/C copy,

· Customer Duty Certificate,

· Shipping Instruction,

· Transport Documents,

· Insurance Documents,

· Invoice,

· Other Documents,

· Bills of Exchange (if required),

· Certificate of Origin,

· Inspection Certificate.
g. Final Step:

Submission of the documents to the Bank for negotiation to complete the L/C.
4.5.4. Export Financing:

Financing export constitutes an important part of a bank’s activities. Exporters require financial services at four different stages of their export operation. During each of these phases exporters need different types of financial assistance depending on the nature of the export contract.

A. Pre-shipment Credit:

Pre-shipment credit is also called the by salam in Islamic Bank Bangladesh Ltd.  Pre-shipment credit, as the name suggests, is given to finance the activities of an exporter prior to the actual shipment of the goods for export. The purpose of such credit is to meet working capital needs starting from the point of purchasing of raw materials to final shipment of goods for export to foreign country. Before allowing such credit to the exporters the bank takes into consideration about the credit worthiness, export performance of the exporters, together with all other necessary information  required for sanctioning the credit in accordance with the existing rules and regulations. Pre-shipment Credit is given for the following related expenses:

· Cash for local procurement and meeting related expenses.

· Procuring and processing of goods for export .

· Packing and transporting of goods for export.

· Payment of insurance Premium.

· Inspection fees.

· Freight Charges etc.

B. Post Shipment Credit:

This type of credit refers to the credit facilities extended to the exporters by the banks after shipment of goods against export documents. Necessity for such credit arises as the exporter cannot afford to wait for a long time for without paying manufacturers/ suppliers. Before extending such credit, it is necessary on the part of banks to look into carefully the financial soundness of exporters and buyers as well as other relevant documents connected with the export in accordance with the rules and regulations in force. Banks in our country extend post shipment credit to the exporters through:

a. Negotiation of documents under L/C;

b. Foreign Documentary Bill Purchase (FDBP);

c. Advances against Export Bills surrendered for collection;  

a. Negotiation of documents under L/C:

the exporter presents the relative documents to the negotiating bank after the shipment of the goods. A slight deviation of the documents from those specified in the L/C may raise an excuse to the issuing bank to refuse the reimbursement of the payment already made by the negotiating bank. So the  negotiating bank must be careful, prompt, systematic and indifferent while scrutinizing the documents relating to the export.

b. Foreign Documentary Bill Purchase (FDBP):

Sometimes the client submits the bill of export to bank purchases the bill and collects the money from the exporter. IBBL subtracts the amount of bill from BTB and gives the rest amount to the client in cash or by crediting his account or by the pay order.

c.  Advances against Export Bills surrendered for collection:
Banks generally accept bills for collection of proceed when they are not drawn under an L/C or when the documents, even though drawn against an L/C contain some discrepancies. Bills drawn under L/C, without any discrepancy in the  documents, are generally negotiated by the bank and the exporter gets the money from the bank immediately. However, if the bill is not eligible for negotiation, the exporter may obtain from the bank against the security of export bill. In addition to the export bill, banks may ask for collateral security like a guarantee by a third party and equitable/ registered mortgage of property.

4.5.5. Export Documents Checking:

           General Verification:-

· L/C restricted or not.

· Exporter submitted documents before expiry date of the credit.

· Shortage of documents etc.

          Particular Verification:-

· Each and every document should be verified with the L/C

          Cross Verification:-

· Verified one documents to another.

4.5.6. After proper examination or checking of a described export document banker may   find following discrepancies: 

A. General:

· Later shipment

· Later presentation

· L/C expired

· L/C over-drawn

· Partial shipment or transshipment beyond L/C terms.

   
B. Bill of Exchange (B/E):

                                          *  Amount of B/E differ with invoice.

                                          *  Not drawn on L/C issuing Bank.

                                          *  Not signed.

                                          *  Tenor of B/E not identical with L/C.

                                          *  Full set not submitted.

   
C. Commercial Invoice (C/I)
                              *  Not issuing by the beneficiary.

                              *  Not signed by the beneficiary.

                              *  Not made out in the name of the Applicant.

                              *  Description, price, quantity, sales terms of goods not corresponds to 

                                 the credit. 

                             *   Not marked one fold as original.

                             *   Shipping Mark differs with B/L and packing List..

D. Packing List:

                     * Gross Wt, Net Wt. and Measurement, Number of Cartoons/ packages

                        differ with B/L.                                                                                  

                    *  Not market one fold as original.

                    *  Not signed by the beneficiary.

                    *  Shipping marks differ with B/L.

 
E. Bill of Lading/ Airway Bill etc (Transportation Documents)

             1. Full set of B/L not submitted.

             2. B/L is not drawn or endorsed to the order of IBBL.

             3. “Shipping on Board”, “Foreign Prepaid” or “Foreign Collect” etc. notations are not marked on the B/L.

            4. B/L not indicate the name and the capacity of the party i.e. carrier or master, on whose behalf the agent is signing the B/L.

           5. Shipped on Board Notation not showing name of pre-carriage vessel/ intended vessel.

           6.  Shipped on Board Notation not showing port of loading and vessel name (In case B/L indicates a place of receipt or taking in charge different from the port of loading).

          7.   Short From B/L and charter party B/L.

          8.   Description of goods in B/L not agree with that of invoice, B/E and P/L.

          9.   Loaded on Dock.

          10. B/L bearing clauses or notations expressly declaring defective condition of the goods and/ or the packages.

F. Others:

· Inadequate number of invoice, packing list, B/L and others submitted.

· Short shipment certificate not submitted.

4.5.7. While checking the export documents following things must be taken in consideration:

A. L/C terms:

Each and every clause in the L/C must be complied with meticulously and ensure the following:

· That the documents are not state;

· That the document are negotiated within the L/C validity,

· That the documents value does not exceeds the L/C value.

B. Draft/ Bill of Exchange :

Draft is examined as under:

· Draft must be dated

· It must be made out in the name of beneficiary’s bank or to be endorsed to the bank.

· The signature of the drawer must be verified by the negotiating bank.

· Amount must be tallied with the Invoice amount.

· It must be marked as drawn under L/C No…..Dated…..Issued by…..Bank. 

C. Invoice:

It is be scrutinized to ensure the following:

· The Invoice is addressed to the Importer.

· The full description of merchandise must be given in the invoice strictly as per 

                  L/C.     

· The price, quality, quantity etc. must be as per L/C.

· No other changes are permissible in the Invoice beyond the stipulation on the  

                  L/C.

· The amount of draft and Invoice must be same and within the L/C value.

· If L/C calls for consular invoice, then the beneficiary’s invoice id not 

                  Sufficient.

· Number of invoice will be submitted as per L/C.

· The shipping mark and number of packing list shown in the B/L must be 

                  identical with those gives in the invoice and other documents.

· The invoice value must not be less than the value declared in EXP Forms.

· Invoice amount must be correct on the basis of price, quantity as per L/C.    

D. Other Documents:

Beneficiary statement, VISA/Export License issued by IBBL, Certificate of Origin, weight certificate, packing list, inspection certificate.  Certificate of analysis, quality certificate and any other documents required by L/C each of these certificates    /documents conform to the goods invoice and are relevant to L/C.

Negotiating Bank will check the above documents whether it is as per L/C or not. If Negotiating Bank finds everything in order or as per export L/C, bank will negotiate the document and will disburse the generated fund as per banks norms. If the  Negotiating Bank finds any discrepancies in the documents, they will send the documents on collection or they can negotiate under reserve by the request of the exporter or they can seek permission/ Negotiation authority from issuing bank to allow Negotiating Bank to negotiate the documents despite the discrepancies..

L/C issuing Bank will inform the matter to buyer, if the buyer accepts the discrepancies mentioned by Negotiating Bank, issuing bank will authorize the Negotiating Bank to negotiate the discrepant documents.

4.6. Foreign Remittance:

On March 24, 1994 Bangladesh Take was declared convertible for current account International Transaction. As a prelude to this wide-ranging reforms were made in the country’s foreign exchange regime to lay  the ground for a market friendly environment to induce investment, growth and productivity. Following liberalization under convertibility, most remittances are now approved by the Authorized Dealers themselves on behalf of the central bank. Only a few remittances of special nature require Bangladesh Bank’s prior approval.

Foreign remittance means remittance of foreign currencies from one place/ persons to another place/ persons. In broad sense  foreign remittance includes all sale and purchase of foreign currencies on account of Import, Export, Travel and other purposes. However , specifically Foreign remittance means sale and purchase of foreign currencies for the purposes other than export and import. As such, this chapter will not cover purchase and sale of foreign currencies on account of Import and Export of goods.

All foreign remittance transactions are grouped into two broad categories:-

· Outward Remittance

· Inward Remittance 

4.6.1. Outward Remittance:

The term “Outward Remittance” include not only remittance i.e. sale of foreign currency by  TT.  MT, Drafts, Traveler’s cheque but also includes payment against imports into Bangladesh and local currency credited to non-resident taka accounts of Foreign Banks or convertible taka account.

4.6.2. Private Remittance:

1. Family Remittance Facility:

a. Foreign National working in Bangladesh with approval of the Government may remit through an Authorized Dealers 50% of salary and 100% of leave salary as also actual savings and admissible person benefits. No prior approval of bank is necessary for such remittance.

b. Remittance of moderate amounts of foreign exchange for maintenance abroad of family members (spouse, children, parents)of Bangladesh Nationals are allowed by Bangladesh Bank on written request supported by certificate from the Bangladesh mission in the concerned country.

2. Remittance of Membership fees/registration fees etc:

 Authorized Dealers may remit without prior approval of Bangladesh Bank, membership fees of foreign professional and scientific institutions and fees for application registration, admission, examination (TOEFL,SAT etc.) in connection with admission into foreign educational institutions on the basis of written application supported  by demand notice/Letter of the concerned institution.

3.Education:

Prior permission of Bangladesh Bank is not required for releasing foreign exchange in favor/on behalf of Bangladesh students studying abroad or willing to proceeds abroad for studies.  Authorized Dealers shall allow exchange facilities for this purpose according to the following drill:

· Application duly filled in by the student as per prescribed format of Bangladesh Bank.

· Original and photocopy of admission letter issued by the concerned institution in  favor of the student.

· Original and photocopy of estimate relating to annual tuition fee, board and lodging incidental expenses etc. issued by the concerned institutions

· Attested copies of educational certificates of the applicants.

· Valid passport.

4. Remittance of Consular Fees:

 Consular fees collected by foreign embassies in Bangladesh Taka and deposited in a taka account maintained with an AD solely for this purpose may be remitted abroad without prior approval of  Bangladesh Bank.

5. Remittance of evaluation fee:

Authorized Dealers without prior approval of  Bangladesh Bank may remit evaluation fee on behalf of Bangladesh desiring immigration to foreign countries for getting educational certificates of the person concerned evaluated by a foreign institution. A demand note of the foreign immigration authority is required for this purpose.

6. Travel:

Private travel quota entitlement of Bangladesh Nationals is set at US doller 3000/- per year for visit to countries other than SAARC member countries any Myanmar is US doller 1000/- for travel by air and US doller 500/- for travel by overland route. Authorized Dealers may release this travel quota in the from of foreign currency notes up to US doller 500/- or equivalent and balance exchange in the from of TCs or total quota in the from of TCs the applicable quota will be half the amount allowable to adults.

Authorized Dealers may release above travel quota without prior approval of Bangladesh Bank subject to observation and satisfaction of following points-

i. The intending traveler is a customer of the AD bank or is sufficiently well known to the AD Bank or the intending traveler has paid relevant Travel Tax. The intending traveler has a valid passport.

ii. The AD should verify and satisfy itself that may  foreign exchange released for an earlier travel was utilized with he journey being actually undertaken or was duly enchased unutilized.

iii. The intending traveler  is in possession of confirmed air ticket for journey to be undertaken and that the intended journey to be undertaken not later than two weeks after date on which exchange is issued.

iv. The amount releases is endorsed on the passport and air ticket of the traveler with indelible ink, with the signature and the name of the AD branch embossed in the passport and ticket. However, while issuing foreign exchange to the Diplomats/privileged persons/ UN personnel, Govt. Officials travel ling on officials’ duties, such endorsement in the passports need not be made.

v. In each case of release of foreign exchange for travel aboard, photocopies of first six pages of the passport and the page recording endorsement of foreign exchange and photocopies of the pages of ticket showing name of the passenger , route and date of journey and endorsement of foreign exchange along with the relative T.M. form should be sent to Bangladesh Bank along with monthly returns. 

7. Health and Medical:

Authorized Dealers without prior approval of Bangladesh Bank may release foreign exchange up to US dollar 10,000/- for medical treatment abroad on the basis of the recommendation of the medical Board set up the Head Directorate and the cost estimate of the foreign medical institution.

8. Seminars and Workshops:

Without prior approval of Bangladesh Bank AD may release US dollar 200/- per diem and dollar 250/- per diem to the private sector participants for attending seminars, conferences and workshops organized by recognized International bodies is SAARC member countries or Myanmar and in other countries respectively for the actual period of the seminar/workshop/conference to be held on this basis of invitation letters received in the names of the application or their employer institutional.

9. Foreign Nationals:

i .The Authorized Dealers may issue foreign currency TCs to foreign nationals without any limit foreign currency notes up to US dollar 300/- or equivalent per person against surrender of equivalents  amounts in foreign  currencies . The TCs and foreign currency notes should however ,be delivered only on production of ticket for a destination outside Bangladesh and the amount issued should be endorsed on the relative passports. 

​​​​
ii. Authorized Dealers may allow  recon version of unspent Taka funds of foreign tourists into foreign exchange on production of the enchashement certificate of foreign currency  Reconversion  shall be allowed by the same AD with which the foreign currency was encashed earlier. AD should retain the original encashment certificate and relative FMJ forms where reconversion exceeds US dollar 5000/-.

10. Remittance for Hajj:

  Authorized Dealers may release foreign exchange to the intending                                                                                        

   pilgrims for performing Hajj as per instructions/circulars to be issued                             

    by the Bangladesh Bank each year.

11. Other Private remittance:

 Application for remittances by private individuals for purposes other                     

 Than those mentioned above should be forwarded to Bangladesh              

 Bank for consideration and approval after assessing the bonafides of    

 the purpose of remittance on the basis of documentary evidence submitted by the applicant. 
12.Official and Business Travel:

1. Official Visit.

2. Business Travel Quota for New Exporters

3. Business Travel Quota for Importers and Non-exporting Producers

4. Exporter’s Retention Quota. 

4.6.3. Commercial  Remittance :

1. Opening of branches or subsidiary companies abroad

2. Remittance by shipping companies airline and courier service

3. Remittance of royalty and technical fees

4. Remittance on account of training and consultancy

5. Remittance of profits of foreign firms/ branches

6. Remittance of Dividend

7. Subscriptions to foreign media services

8. Costs/ for Reuter monitors

9. Advertisement of Bangladeshi products in mass media abroad

10. Bank Charges.
 4.6.4. Inward Remittance:

The term “Inward Remittance” includes not only purchase of Foreign Currency by TT, MT, Drafts etc. but also purposes of bills, purposes of Travellr’s cheques.

Types of inward from:

Two from as prescribed by Bangladesh Bank are used for purchase of Foreign Currency such as:

a. EXP Form:

Remittances received against exports of goods from Bangladesh are done by from EXP. 

b. From c:    

Inward Remittances  equivalent to US dollar 2000/- and above done by From C.

However, declaration in From C is not required in case of remittances by Bangladesh Nationals working abroad.

Utmost care should be taken while purchasing currency notes, travelers cheque, Demand Draft and similar Instrument for protecting the bank from probable loss as well as safety of the Bank officials concerned.

4.6.5 Types of Inward foreign Currency:

1. Purchase of  Currency Notes, Travelers Check, Drafts etc.:

Following General observations are required in addition to common judgment/ intelligent/ vigilance of the dealing officers:-

1. Currency notes to be very carefully so as to avoid risk of purchasing counter fiet Notes.

2. While purchasing Travelers cheque  signature of the holder to be obtained on the TC/s in front of the bank officials and should be verified with the signature  of the holder already given at the time of issuance of TC/s,

3. Drafts should not be purchased under any circumstances unless the holder is a regular/ valued customer of the bank. Indemnity Bond to be obtained for revering the amount paid in advance to the holder in case of dishonor of the instrument.

4. Private cheque should not be purchased under any circumstance without prior approval of Head Office.

2. Dealing In Foreign Currency Notes and Coins: 

Only Authorized Dealers and Authorized Money changer are permitted to deal in foreign currency notes and coins Authorized Dealers and Money changers may freely buy  foreign currency from incoming passengers regardless of nationality and regardless of whether or not a declaration on from FMJ is produced at the time of encashment. If this from is produced, the amount encased should be endorsed on it. 

3. Disposal of  Foreign Currency Notes/Coins and other by Incoming Passengers:

Incoming passengers may bring in may amount of  foreign exchange with declaration FMC at the time of arrival. No declaration is necessary for amount upto US dollar 5000/- for non residents, the entire amount brought in with declaration may be freely taken out at the time of departure or may deposit the amount in F.C account subject to submission of from FMJ for excess of US dollar 5000/- or equivalent.

CHAPTER-5:
Foreign Exchange Performance Evaluation of IBBL Kawranbazar Branch

· Foreign Exchange Performance Evaluation
· Yearly Import
· Yearly Export
· Yearly Remittance
· Foreign Exchange Business of  IBBL
5.1     Foreign Exchange Performance Evaluation: 

Islamic Bank Bangladesh Limited has glorious history in mobilizing foreign exchange Business. Over the year the bank’s Foreign Exchange Business was a record high amount among all banks in Bangladesh. The bank has a wide network of  Authorized Dealers through out the year. Well- equipped and international network with skilled manpower, the bank is confident of running foreign exchange business efficiently to the satisfactory of importers, exporters and Bangladeshi expatriates working abroad.

IBBL has a good network of correspondent banks around the world for its foreign exchange business. The performance are given in the following page.

5.2    Yearly Import:

Table-02:                                                                    


Amount in tk. million 

	YEAR
	IMPORT

	2005
	103.44

	2006
	148.03

	2007
	235.8

	2008
	404.38

	2009
	419.2

	2010
	619.06

	2011
	1248.28

	Average
	454.03


Source: International wing, IBBL

As above table show that . the Import amount in Tk. Million from 2005-2011. The import business witnessed a much better performance in 2011; the amount was Tk.1248.28 million. Before that year amount was Tk.619.06 and the year 2005 the amount was Tk.103.44. So through out the year 2005-2011, the Import business is increasing.
[image: image8.png]1400
1200
1000
800
600
400
200

Amount in Million

IMPORT

2005

2006

2007

2008

2009

2010

2011

Aver
age

EIMPORT

103.4

148.0

235.8

404.3

419.2

619.0

1248.

454.0





Chart No 04: Import from 2005-2011

As above graph show that, the Import amount is Tk. Million from 2005-2011. The volume of export increse substantially by the Tk. 103.44.- 1248.28 million.
5.5.1  Import Items: 

During the year 2011 bank opended 35,929 import Latter of Credit for Tk.1248.28 million as against 32,991 letter of Credit for Tk. 619.06 million in 2010 showing 22.79% growth in amount. Major items of Import consist of the following:  
(Amount in Million Taka)

	SL. No
	Items
	2011
	 
	2010
	 

	 
	 
	Amount
	% of total
	Amount
	% of total

	1
	Raw Cotton, Yarn, Fabrics & Accessories
	307.70
	24.65%
	185.53
	29.97%

	2
	Capital Machinery
	211.21
	16.92%
	71.75
	11.59%

	3
	Fertilizer
	68.16
	5.46%
	19.81
	3.20%

	4
	Agricultural Equipment
	0.00
	0.00%
	0.00
	0%

	5
	Wheat
	20.35
	1.63%
	35.10
	5.67%

	6
	Irons, Steel & Other Base Metals
	56.42
	4.52%
	22.72
	3.67%

	7
	Motor Vehicles
	0.00
	0%
	0.00
	0%

	8
	Chemicals
	36.20
	2.90%
	26.56
	4.29%

	9
	Edible Oil (Crude & Refined)
	27.96
	2.24%
	23.71
	3.83%

	10
	Rice
	7.24
	0.58%
	29.41
	4.75%

	11
	Scrap Vessel
	0.00
	0%
	0.00
	0%

	12
	Others
	513.04
	41.10%
	204.48
	33.03%

	 
	Total
	1248.28
	100.00%
	619.06
	100.00%


Table 03: Import Items

5.5     Yearly Export:

Table-04                                                                        

Amount in TK.million 

	YEAR
	EXPORT

	2005
	40.04

	2006
	104.35

	2007
	80.35

	2008
	151.81

	2009
	259.59

	2010
	497.17

	2011
	753.82

	Average
	269.59


Source: International wing, IBBL

The above table show that the yearly export amount form 2005-2011 by the Bangladeshi exporter. In 2005 the Export amount was Tk.40.04 million. Afrer the year 2006 this amount increased by amount 38.37%, amount was Tk. 104.35. The last year it also increased but the growth was 40% due to inflation, political unrest and rescission in world economy.
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Chart No 05: Export from 2005-2011

As above graph show that, the Export amount in TK. Million from 2005-2011. The volume of export increase substantially by the Tk.40.04-753.82 million.
5.5.1 Commodity Wise- Export:

During the 2005 bank handled 32,749 Export Bills for Tk.753.82 million as against 29,087 Export Bills for Tk.497.17 million in 2010 showing 41% growth in amount. Major export financed items are the following:

Table-05







(Amount in Million Taka)

	SL. No
	Items
	2011
	 
	2010
	 

	 
	 
	Amount
	% of total
	Amount
	% of total

	1
	Readymade Garments
	444.75
	59.00%
	308.25
	62.00%

	2
	Frozen Foods & Vegetables
	7.54
	1.00%
	19.89
	4.00%

	3
	Jute & Jute Goods
	22.61
	3.00%
	9.94
	2.00%

	4
	Others
	278.91
	37.00%
	159.09
	32%

	 
	Total
	753.82
	100.00%
	497.17
	100.00%


5.6 Yearly Remittance

The remittance of IBBL has been increasing year. From 2008-2011 it’s increasing gradually:

Table-06                                                                                         Amount in TK million

	YEAR
	REMITTANCE

	2005
	143.19

	2006
	247.93

	2007
	266.95

	2008
	437.84

	2009
	537.67

	2010
	542.29

	2011
	582.28

	Average
	394.02


   Source: International wing, IBBL

As above the table shows that, the remitted amount of IBBL Kawranbazar Branch in the million of Taka form 2005-2011. As in the year 2005 the remilled amount from abroad amount was Tk. Million 143.19. In the 2006 the amount was increased figured Tk.247.93 million, which also grater than the previous year. In the 2011 the growth rate was too high than the previous two years, volume Tk.582.28 million.
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Chart No 06: Remittance  from 2005-2011

The Graph shows that there is an increase in the Remitted amount from abroad from 2005-2011. The growth of the business is to stable and satisfactory.
5.7 Foreign Exchange Business of IBBL

Table-07                                                                       

Amount in TK. million

	YEAR
	IMPORT
	EXPORT
	REMITTANCE
	TOTAL FOREIGN EXCHANGE 

	2005
	103.44
	40.04
	143.19
	286.67

	2006
	148.03
	104.35
	247.93
	500.31

	2007
	235.8
	80.35
	266.95
	583.1

	2008
	404.38
	151.81
	437.84
	994.03

	2009
	419.2
	259.59
	537.67
	1216.46

	2010
	619.06
	497.17
	542.29
	1658.52

	2011
	1248.28
	753.82
	582.28
	2584.38


Source: International wing, IBBL
As the above shows, that the coverall Import, Export and Remittance business of IBBL Kawranbazar Branch. From this table we can compare, which business perform more, also gather the idea about the turnover of the foreign exchange business. For better look, the following graph show the foreign exchange business for the past three years.
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Chart No 07: Total Foreign Exchange Business from 2005-2011

The Graph shows that the foreign exchange business by IBBL Kawranbazar Branch is table and the growth rate is nearly sustain. From above we that import is always high and the growth also high rater than the two of business. 

CHAPTER-6:
Problems & Prospects of Foreign Exchange and Foreign Trade

· Over all problem for Islami Banking
· Islami Banks operating under conventional banking system
· Constraints foced by Inlami banks in Bangladesh
· Foreign Exchange and Foreign Trade problems
· Prospects of Foreign Exchange and Foreign Trade
6.0 Over all  problem for Islami Banking:
6.1  Lack of Capital Market and Financial Instrument:

Islamic bank working under conventional banking framework in different countries lack capital market instrument of their surplus liquidity. Availability  of Islamic capital  market instruments help growth of they are constrained. Growth of Islamic capital  market and financial instruments also helps creating environment for government financing.

6.2 Insufficient Legal Protection:

A comprehensive system of Islamic banking requires legal protection. That means a through review of all relevant laws having a bearing business in needed. Laws relating to companies, commerce, investment and courts and legal procedures need to be reviewed and reformulated to suit the requirement of the efficient functioning of Islamic banks. It is not acceptable that company law continues to talk about bonds and interest while ignoring participating deeds and profits. Investment promotion laws should accommodate rules regulations which permit Islamic Banks to apply their profit/ loss sharing modes so that they can participate in partnership business either in the from of or Musharaka or direct investment.

6.3 Financing Social Concerns:  

Islamic Bank are accused of following the same course of line as pursued by conventional banks as regards financing of social aspects. There banks are usually found to be interested in extending credit facilities as well as commercial establishments, which often obtain credit facilities from both conventional as well as  Islamic banks without real commitment or attempt to free themselves from the prohibited means of finance. In this way, Islamic banks have in general become a figure that is added to the number of traditional banks, which do business in the country concerned. No clear prescription has so far emerged on the role of Islamic banks in the promotion of new projects needed by the society as follows:

· Enabling those who have no property, providing employment opportunities to all categories of people.

· Demonstrating the impact of Islamic investment on the unemployment problem; and

· Lack of positive response to  the requirement of government financing.

6.4 Failure of Islamic banks to Establish Co-operation among themselves:

Not all Islamic banks are members of the International Association of Islamic banks. The idea of establishing a “Bank or Islamic Banks” is still a mere idea, although there is an urgent need for its establishment. As a result of its absence, Islamic banks have lost hundreds of millions with the collapse of the BCCI.

Islamic funds continue to sneak out by hundreds of millions into investment houses doing business in the West while Muslim world remains thirsty for investment resources.

Funds of expatriates from Islamic countries do not find their way back to their own countries to contribute to the development of their original homelands.

Trade among countries of Muslim world is completely paralyzed as the Islamic financing system goes along with the traditional trend in financing imports from foreign countries without giving any preference to products of the Muslim world. Only the Islamic development Bank has been paying due attention and care to the need for preferential treatment for the products of Muslim countries.

6.5   Islamic Banks Operating Under Conventional Banking System:  

Problem faced by Islamic banks operating under conventional banking framework have been identified in a  recent study are as follows (IBID).

· Failure of Islamic banks to finance high-return projects.

· Sacrifice of allocative efficiency.

· Loss of distributive efficiency.

6.5.1 Constraints Faced By Islamic Banks In Bangladesh:

Constraints Faced By Islamic Banks In Bangladesh are analyzed as below:

6.6       Problem with legal reserve requirement

6.7       Lack of opportunities for profitable use of surplus funds .

6.8       Apprehension of liquidity crisis and possibility of liquidity surplus.

There are some other constrains:

· Absence of inter-bank money market

· Predominance of Murabaha financing

· Absence of legal framework

· Absence of Islamic insurance company

6.1.1 Foreign Exchange and Foreign Trade problem: 

6.1.2 Remittance:

I. PC connect at Branch sometimes become inoperative due to inept handing by the operator.

II. Some Branch do not sent their message in  their standard formats.

III. Because of volatility of the Foreign Exchange Market the remittance inflow has been affected substantially and encourages remitters to send money through illegal channel.

IV. Introduction of new Islamic Banks is another cause of loss.

V. IBBL is facing stiff competition because third generation bank is entering to the business.

VI. Due to non-automation of all remittance services and logistics supports in some Branches customer services have not yet fulfilled the requirement of Exchange House.

VII. Shortage of skilled manpower is another problem to achieve higher income in remittance.

VIII. No conduction of the proper market research.

IX. Lack of innovation of foreign exchange products.

X. In some Branches mass marketing is being proven problematic to handle.

XI. Absence of promotional effort to keep pace with the stiff competition.

XII. The Higher Exchange rate causes lose in more remittance.

XIII. Limited transaction to be made.

XIV. Decrease/ fall in foreign currency occurs in huge loss through it happens rarely.

6.1.3    Export and Import:

· Chamber of  commerce may not permit the sub-section of the conditions of the L/C.           Issuing bank. So the exporter may not export the goods to the importer.

· Some profitable goods are prohibited.

· Some rules and regulations of Government work as a barrier for the free flow of  Remittance, export and import of profitable goods.

· Rate is very competitive.

· Untimely shipment due to lack of backward linkage.

· Labor problem causes huge problem for the bank.

· WTO imposes unjust rules on the transaction system.

· Delay payment in export.

· Discontinuity of same type of transaction which occurs in infrequency of work resulting in slow dynamics of work.

· Technical problems reduce the performance of the branch and extend the span of time resulting in loss (Financial) and providing less service to both the bank and customers.

· Environmental problem also causes slow pace.

· Restriction imposed for sometimes on new investment due to the sudden rise of assets rise of the bank.

· Restrictions imposed by Indian Government on Export of food items of Bangladesh in which IBBL has a good share, led to decline in business growth from April to August and it went down to 20%.

· Discretionary power for L/C and MPI is not same.

· Some faults and irregularities exist in the AD branches.  

Others: 
a) Proper Division of manpower in the desk.

b) Reserve fund of foreign currency can’t utilize at the time of dealing with     foreign exchange and foreign trade.

c) Lack of Islamic money market.

d) The tax structure of the country is not more conductive to the spirit of Islam.

e) Human Resource recruitment.

f) Proper maintenance of files and office premises.

g) Proper sitting arrangement.

h) Proper communication system and maintenance of machineries.  

6.1.4 Prospects of Foreign Exchange and Foreign Trade:
The Prospects of Foreign Exchange and Foreign Trade are as follows:

1. Restrictions imposed by Chamber and Commerce make the dealing fair and thus authenticate and guarantee the dealing and in this way reduce risk.

2. Foreign currency of IBBL is very strong which lets the bank to invest without the help of other banks.

3. The foreign countries can be targeted for more remittance through skills manpower business.

4. More knowledgeable employees are recruited and existing employees are trained in regular basis by IBTRA.

5. IBBL is trying to get more licenses for AD branches though creating more pleasing report with Bangladesh Bank.

6. Expanding various services like sport cash etc.

7. Specially driving for increasing import and export business initiated through Zones and AD/ Forwarding branches.

8. Introducing of Web based global remittance.

9. Enhancement of Internet and E-mail connectivity that is gearing the speed of income gain.

10. Placement of new Representative.

11. Open position limit enhancement that will let the bank invest more largely.

12. Utilization of FC fund in overseas investment.

13. Utilization of FC fund effectively and efficiently.

14. Automated reconciliation of all NOSTRO A/C.

15. Computer ledger positive and balancing.

16. Centralization of Foreign Trade process that will decrease the loss of time.

17. Major steps have been taken to make solution of the technical and managerial problems.

18. Preparation of client profile which will help to take decision if any problem arises and other things concerning investment in export and import.

19. Hunting EPZ client will open new open new sectors for investment which ultimately increases fund.

20. Innovation of foreign exchange products is going on.

21. IBBL is going to expend the coverage countries.

22. IBBL is going to open Exchange House abroad.

23. IBBL is going to manage round the clock remittance operation.

24. offering competitive terms to cope with the components.

25. Entrepreneurship development is another prospect of F-Ex department.

26. Steps are though to be taken to survey the market for potential import/export business and constitute strong monitoring squad for RMG sector.

27. Steps are going to be taken to supervise and give technical support for Head office.

28. Concentration is being taken to encourage export non-traditional items.

29. Steps have been taken to abolish the national rate, minimize F-EX risk.

30. The growth of import business is increasing day by day.

31. To remove the communication gap a pool of leading Foreign Exchange officials  has been formed to arrange interaction amongst them on different issues relating to development of Foreign Trade.

32. The number of foreign trade dealing branches is increasing.

33. In order to increase export business of the bank and avoid loss incurred by the bank/ client and to facilitate maximum services to the clients by changing existing system of inland Bill purchase (IBP), a committee was formed comprising executives/officials of Head office. The committee is working on the matter. Report of the committee will be submitted very soon.

34. It has obtained permission from the Bangladesh bank for new AD branches.

35. Develop software on C AND F Agent.

36. IBBL has taken plan for technical up- gradation through service bureau.

37. On-line       
CHAPTER-7:
Analysis and Major Findings, Recommendation and Conclusion 
· Analysis & Major Findings

· Recommendation
· Conclusion

7.1 Analysis  and Major Findings :
The major findings and analysis of the study are as follows:

· Lack of manpower in Foreign Exchange Department especially in export division of Shymoli  Branch is a big problem. The manpower of that section is not sufficient for prompt service. 

· As IBBL is not a foreign bank, it cannot attract as much as clients for Foreign Trade. Because clients prefer Global bank for foreign transactions.

· Lack of promotional initiatives to expand the foreign exchange business was observed.

· From the previous years it has been  observing that frequently the currency of taka is devaluating and dollar currency is going very high and devaluation of taka is hampering  import business and other sectors too.

· Government new regulations like as L\C margin reduce the  Foreign Exchange transaction.

· Strict controlling of central bank in foreign currency endorsement is a major problem.

· The employees of Foreign Exchange department of this branch are outfacing from insufficient computer facilities.

7.2 Recommendations:
In light of the findings, the recommendations are as follows:

· The bank should arrange more training programs for their officials. Quality training will help the officials to enrich them with more recent knowledge of foreign currency activities.

· Margin and commission on L/Cs varies from  customer to customer. A few customers are allowed to open L/C even with nil margin and fees commission. I think the bank should review the customer transaction behaviors for a period of time and should develop a certain policy in this regard.

· In case of L/Cs, sometimes customers insist on giving their payments though their documents are found discrepant. In some cases bank has to give payment to these customers for different reasons. But it lessens the creditability of the bank. I think the bank should be strict as possible about giving payment against discrepant documents without hurting the customers.

· In case of export L/Cs, the government encourages the exporters by giving different facilities like tax-cuts. I think the bank should also think about such type of facilities to be given to the exporter because Bangladeshi Exporters like readymade garments exporters are going to face a tough situation in coming years from the exporters of the others countries.

· In cases, the foreign banks want confirmations from other foreign banks with which this bank has correspondence. This proves the poor financial condition of the country. Bank should try to improve this situation.

· Over burden of work and ill defined assignment unable the employee to discharge their duties in cool manner. It also creates a hazardous situation in the work process. So, all the employees should be assigned with proper and specific assignment.  

· The manager may also provide sufficient sophisticated computers to the employees in the foreign exchange department of this branch.

· The manager should take some promotional activities so that the businessmen will feel interest to open their L/C in the foreign exchange department, Shymoli Branch of IBBL. As a result, the manager can successfully expand the activities of foreign exchange department of this Branch.  

7.3 Conclusion:
As an increase of IBBL. I have truly enjoyed my internship form the learning and experience viewpoint. I am confident that this two months internship program at IBBL will definitely help me to realized my further carrier in the job market.

Islamic Bank Bangladesh Limited is a new generation bank. It is committed to provide high quality financial services/ product to contribute to  the growth of GDP of the country through stimulating trade commerce, accelerating the pace of  industrialization, boosting up export, creating employment opportunity for the educated youth, poverty alleviation, raising standard of living of limited  income group and overall sustainable social-economic development of the country. Though it is a new bank, IBBL makes a strong position through it’s varies activities. Its number of clients, amount of deposit and investment money increases day by day. This bank already has shown impressive performance in investment. The bank now should think to start new services and take different types of marketing strategy to get more customers in this competition market of banking.

CHAPTER-8:
SWOT Analysis
· SWOT analysis
8.1. SWOT ANALYSIS
8.1.1. STRENGTH

· Adequate finance:

Islami Bank Bangladesh Ltd. has adequate finance. That is why; they need not to borrow money from Bangladesh Bang or any other.

· More funds for investment:

For adequate financial ability, they can provide more investment facility to their rather than other Banks.

· Honest and reliable employees:

All of the employees of Islami Bank are honest and reliable. They are always devoted themselves to the clients for better customer. 

· Religious feelings of Bangladeshi people:

Most of the people of Bangladesh are Muslims and they are trusted in  superior performance of IBBL as Sharia based bank.
8.1.2. WEAKNESS
· Lack of adequate employees:

Islami Bank has very limited human resource compared to its financial activities.

· Lake of up-to-date equipment:

IBBL has lack of modern technologies and equipment like adequate online facilities as well as cash card and credit card system.

· Deficiency of expertise:

Many of the employees are unskilled and from them, superior performance is unexpected to survive in the national economy as well as in the world economy.

· Lack of Advertisement:

IBBL has lack of aggressive advertisement compared to other banks.

· Centralized decision making:

The decision making of the bank is too many centralized. No decision is made without the organization head office.
8.1.3 OPPORTUNITY
· Innovative and modern customer service:

This bank can introduce more Innovative and modern customer services to its customers to survive better in the competition market. 

· Retaining vast customer:

IBBL has a vast opportunity to hold most of the customers by extending its banking operation all over the country as most of the people of Bangladesh are religious minded
· Poverty alleviation:

IBBL has a great opportunity to save the county’s poor people from being taking loan from different NGOs or few banks with higher interest rate.
· Special Image:

IBBL has created special image to the people as a more reliable bank. People believe that if they keep their money in Islami bank it will be more secured than other banks.

8.1.4. THREATS

· Rules and regulation:

Rules and regulation of Bangladesh Bank defers with Islamic banking system. So they have to face various regulation of Bangladesh Bank defers with Islamic banking system. So they have to face various problems to operate their activities according to the Islamic Sharia.

· Lower Salary Structure:

Now many of the Banks are hiring young talent and expertise employees with higher remuneration where IBBL could not hire skilled manpower because of lower salary structure compare to other banks.

· Islami banking system introduced by conventional banking:

Few other conventional banks have opened their Islamic Banking Branch so far.
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	ADVANCE INFORMATION AS ON 31.12.2011
	

	
	
	

	SL. NO
	   PARTICULARS
	Amount In Mllion

	
	
	

	A.
	Mudaraba Saving Deposit
	1002.07

	B.
	Mudaraba Special Notices Deposit
	40.23

	C.
	Mudaraba Waqf Case Deposit
	5.57

	D.
	Other Mudaraba Deposit
	1440.12

	E.
	Total Mudaraba Deposit [A+A1+A2]
	2487.99

	F.
	Cost Free Deposit
	311.01

	G.
	Total Deposit [Code No-3001] [E+F]
	2799

	H.
	Total Investment [Code no 0300]
	1351.75

	I.
	Total Overdue
	7.4

	J.
	Total Investment Income [Code no 1130]
	120

	K.
	Profit on IBG A/C up to 31.05.10 [+/-] [code no 1131]
	138.7

	L.
	Net Investment Income [code no- 1121] [I+J]
	258.7

	M.
	Commission, Exchange and Other Income [code no 2220+3307+4430] 
	24.46

	N.
	TOTAL INCOME [L+M] [Code no-1440]
	283.16

	O.
	Profit paid on Deposit [PPD] [code no -120]
	145.78

	 
	i. Administrative Expenditure excluding ppd [code no-1440]
	 

	 
	ii. Salary and allowance [code no-120]
	17.91

	P.
	iii. Other Operating Expenditure
	7.83

	 
	iv. Zonal Officer Expenditure, where Applicable
	 

	
	Sub Total [i+ii+iii+iv]
	 

	S.
	Total Expenditure [o+p+q+r] [code no-1510]
	171.52

	T.
	Operating profit/loss [j-o]
	111.64

	U.
	Import
	1248.28

	V.
	Export
	753.82

	W.
	Remittance
	582.28

	X.
	Total Foreign Exchange Business [Q+R+S]
	2584.38
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Shyamoli Branch, Dhaka.

Month-wise Foreign Exchange Position 

2009 2010 2011

SI  Month IMPORT EXPORT

REMITTANCE

IMPORT EXPORT

REMITTANCE

IMPORT EXPORT

REMITTANCE

No.

Taka(In Million)

Taka(In Million)

Taka(In Million)

Taka(In Million)

Taka(In Million)

Taka(In Million)

Taka(In Million)

Taka(In Million)

Taka(In Million)

1 JAN 30.44 12.85 39.45 29.01 17.82 43.59 83.67 40.53 56.5

2 FEB 9.77 20.19 32.04 40.9 37.74 40.27 68.73 60.97 50.55

3 MAR 20.34 27.17 48.80 26.17 38.64 51.05 107.21 74.02 64.63

4 APR 23.33 15.03 42.47 35.51 29.73 49.82 139.52 76.77 50.73

5 MAY 45.07 19.36 41.23 37.63 29.84 35.76 98.54 49.92 50.47

6 JUNE 28.57 7.56 43.60 21.09 50.49 39.47 53.08 65.47 49.11

7 JULY 21.19 18.28 44.23 51.3 44.53 38.75 73.22 62.46 48.12

8 AUG 14.88 31.84 56.01 73.55 46.86 44.1 47.07 125.68 55.35

9 SEP 44.14 26.18 45.56 78.94 50.02 37.82 48.26 27.63 34.49

10 OCT 100.20 22.65 41.31 93.5 36.77 46.32 88.91 56.31 45.94

11 NOV 42.24 34.14 54.46 70.73 89.32 60.45 188.21 41.75 24.67

12 DEC 39.02 24.34 48.50 60.73 25.4 54.89 251.86 72.31 51.72

TOTAL 419.20 259.59 537.67 619.06 497.16 542.29 1248.28 753.82 582.28
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ISLAMI BANK BANGLADESH LIMITED





KAWRANBAZARR BRANCH





STATEMENT OF DEPOSIT & INVESTMENT:2005-2011





YEAR





DEPOSIT





INVESTMENT





TOTAL NET PROFIT





2005





13438.89





6087.48





8.55





2006





16021.25





6317.1





8.19





2007





18981.48





7178.959





11.8





2008





21071.18





8379.69





30.5





2009





24044.37





8998.171





77.13





2010





27921.91





10402.75





92.11





2011





243.58





1085.33





111.64
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